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- Maxrch 31, 1982

William C. Oldaker, Esquire
1050 Seventeenth Street, N.W,
Washington, D.C. 20036

RE: MUR 1356
Deag Mr. Oldaker:

On March 30, 1982, the Commission accepted the
conciliation agreement signed by you on behalf of the
Machinists Non-Partisan Political League. Accordingly,
the file has been-closed in this matter, and it will
become a part of the public record within thirty days.

2 U.S.C. § 437g(a) (4) (B) prohibits any information
derived in connection with any conciliation attempt
from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information.to become part of the public record, please
advise us in writing.

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

Sincerely,

N. Steele

BY: Kenneth A. Gro
Associate General Counsel

Enclosure
Conciliation Agreement
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William C. Oldaker, ﬁsquirc
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

RE: MUR 1356
Dear Mr. Oldaker:

On . 1982, the Commission accepted the
conciliation agreement signed by you on behalf of the
Machinists Non-Partisan Political League. Accordingly,
the file has been- closed in this matter, and it will
become a part of the public record within thirty days.

2 U.s.C. § 437g(a)(4)(B) prohibits any information
derived in connection with any conciliation attempt
from becoming public without the written consent of the
respondent and the Commission. Should you wish any such -
information to become part of the public record, please
advise us in writing.

Enclosed you will £ind a fully executed 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
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BEPORE THE PEDERAL ELECTION COMMISSION

In the Matter of
MUR 1356

Machinists Non-Partisan
Political League
CONCILIATION AGREEMENT
The Federal Election Commission (hereinafter "the Commission®)
initiated this matter pursuant to information ascertained in the
normal course of carrying out its supervisory responsibilities, and
after finding probable cause to believe that the Machinists Non-
Partisan Political League ("Respondent" or "MNPL"), by and through
its collecting agents and with respect to the actions set forth
below, violated:l/
2 U.S.C. § 441b(a) by commingling voluntary
and union treasury funds in an account maintained

for use in connection with federal elections;

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

2 U.S.C. § 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;

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

1/ All cites noted herein refer to the Federal Election Campaign
Act of 1971 (Pub. L. No. 94-283) prior to the 1979 amendments.
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NOW, rnnaxrons, the C@nﬂis:lon andiliiﬁdﬁiﬁnéi ﬁiviﬁb'dﬁiy'
participated in informal methods of conciit@ﬂidn,_do'ﬁ.iéhyjlygid
as follows: | |

I. The Commission has jurisdiction over the Respondent and
the subject matter of this proceeding; and this Agreement has the
affect of a conciliation agreement under 2 U.S§.C.

§ 437g(a) (4) (A) (1).

II. Respondent has had a reasonable opportunity to demonstrate
that no action should be taken in this matter.

I1I. Respondent enters voluntarily into this Agreement with the
Commission.

IV. The pertinent facts in this matter aré as follows:

1. The International Association of Machinists and
Aerospace Workers (IAM) is a labor organization.

2, The Machinists Non-Partisan Political League (MNPL)
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.




_ , 6. Subniquont hb tho acponit of thclihovc-totnrenu.d
tunas. C8CM wtthdrdn 81, 913.66 tro- 1tn auvingl accnunt to cavor
thc ‘cost of ratt1¢ p:ilol. uot prococdl from the lalo ot ra!lln

‘tickets were then transmitted to MNPL for use in connection with i
federal elections. |

7. As a result of CSCM's acts described in Items 5 and
6, supra, MNPL through acts of its collecting agents failed to
disclose the total amount of proceeds from the sale of fundraising
items.

8. During 1977 and 1978, IAM-15 received contributions
from local events which were drawn on local union treasury
accounts. These funds were deposited into thenoistrict 15 IAM

checking account which contained union dues. and assessments. From

4 466

this account, commingled funds tptalling $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

1nadveftent1y violated the following provisions of the Federal

820403

Election Campaign Act of 1971, as amended:

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

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

2 U.S.C. § 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;




9167

8204903

2 U.8.C. § 437(5) 6)

total amount of

and other fundrais: and

2 U.8.C. § 434(b)(11) by tailing to ditel th
total sum of expenditures made by a politiuli
committee. :

VI. Respondent, on June 10, 1981, distributed ri‘iijd
guidelines for collecting agents of MNPL, including procedural
recommendations for compliance with rélevant provisions of the Act
pertaining to recordkeeping, deposit and transmittal 6t
contributions. See Appendix A.

VII. Respondent, will amend its reports to disclose the total
amount of contributions collected by CSCM and the associated
expenditures for fundraising activities.

VIII. Respondent will pay a civil penalty to the Treasurer of
the United States in the amount of One Thoubahd Dollars
($1,000.00), pursuant to 2 U.S.C. § 437g(a) (5) (A).

IX. Respondent agrees that it shall not undertake any
activity which is in violation of the Federal Election Campaign Act
of 1971, as amended, 2 U.S.C. § 431, et seq.

X. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 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.
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XI. This agrotltnt .hlll become cttoctlvo ao ot thi dati thlt
all parties hereto hlv. t:ocuted same and the Chlll.!ldﬁ hlt
approved the enti:o lgrocnont. ;

XII1. Respondent lhall have no more than thirty (30) dayl tton '
the date this agreclont bocones effective to comply with and
implement the requironenﬁs contained in this agreement and to so

notify the Commission.

M& Charles N. Steele
General Counsel For the
¢ 07

Associate General Counsel
For the Federal Election
Commission

Joseph P. Manners
General Counsel For
Machinists Non-Partisan
Political League

Allison Beck

Assistant General Counsel
For Machinists Non-Partisan
Politieal League

.

william C. Olddker
Attorney for Machinists
Non-Partisan Political
League
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CAMPAIGN ACT AS AMENDED. THIS LIST TELLS YOU WHAT YOU CAN AND
CANNOT DO WHEN RAISING VOLUNTARY (GENERAL) FUNDS FOR NATIONAL MNPL.

- XXU CAN raise money by raffles (where legal under state law). When you
transmit raffle money, you must tell us the amount raised the
costs of running the raffle, and how those costs were paid, i.e.,
treasury funds, donations, proceeds of the raffle. If they were
paid for from the proceeds or donated, and any ONE prize costs,
or is valued at, more then $100, you must 1list the name and ad-
dress of the place where the prize was purchased, or the name and °
address of the donor. You must also tell us the exact cost of
each prize, and where and when the irawing was held.

vm CAN buy raffle prizes with treasury money, but the cost cannot exceed
1/3 of the total amownt raised. (EXAMPLE: You purchase a television
set for $300 and conduct a raffle among wnion members with tickets
at $5 each. You sell 200 tickets and therefore raise $1,000. You
need not replace the $300 dues money with proceeds of the raffle.)

CANNOT co-mingle finds. Contributions given to local lodge agents should
be deposited immediately into a MNPL transit checking accomnt. This
should be a non-interest bearing accownt. You may also purchase a
money order or cashier's check if no transmittal account exists.
DO NOT SEND YOUR OWN PERSONAL CHECK. Contributions of $50 or more
from one contributor must be deposited at MNPL headquarters within
10 days of receipt at the local level. Other contributions must be
deposited at headquarters within 30 days of receipt at the local level.
Money must not be retained at the local level, SEND IT IN IMMEDIATELY.

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". hhen the raffle is com-
plete, send your final remittance with the form completely filled out.




mist also be upmtamrmmnm. Irmmin
ch -permits the use of dues money for state races ﬂm
garding co-mingling. However, if only vol m%u'y .
ed in your state races, you must be very careful.
Youmyraiseagreatdealorm mtbeunbletosmdawor
MNPL. !Ihereascn:l.stmg. the law requires that all
in federal elections be
ons. (EXAMPLE: You have a single, voluntary account from
ch you distribute money for both MNPL and state races and your
: raiser does not specify the percentage which is to go to Natiocnal
MNPL and the percentage to state races. You camnot send this money
to MNPL.) Therefore, either

(a) Make certain you have two btank accounts; one for state funds
and one in which you deposit National MNPL finds, or X

(b) anytime you raise money jointly for National MNPL and your state
fund specify the percentage for each.

Executive Board meeting and the members each give you $10 cash to
become a sponsoring member. You may not deposit that money in your
checkdng account and write MVPL a check. You must get a money order
or deposit the cash in a MNPL transit account.) Perscnal checks
should be used only to pay your own sponsoring membership.

Printed fimd raising material (EXAMPLE: raffle tickets) must state
on the front or back:

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

()
~
T
@ CANNOT send personal checks for money you collect. (EXAMPLE: You hold an
o
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'BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Machinist Non-Partisan

0 MUR 1356 (80)
Political League g s

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on March 30,
1982, the Commission decided by a vote of 5-0 to take the
following actions in MUR 1356:
1. Accept the Conciliation
Agreement for the Machinists
Non-Partisan Political League
as submitted with the Memorandum
to the Commission dated March 25,
1982.
Close the file in MUR 1356.
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 McDonald did

not cast a vote.

2fag/ra

Received in Office of Commission Secretary: 3-25-82, 3:24
Circulated on 48 hour tally basis: 3-26-82, 2:00

Marjorie W. Emmons
Secretary of the Commission
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' March 23, 1982

BY MESSENGER

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

m/ Re: MUR 1356

Dear Mrl Gross:
My client, the Machinists Nonpartisan Political

League, has authorized me to accept the Commission's
conciliation agreement in MUR 1356 enclosed in your

letter of March 5, 1982.

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

ncerely,

; ::>;Itfi; C. Oldaker

W

Enclosures :
cc: Allison Beck, Esquire
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SUITE 1200
1050 SEVENTEENTH STREET, N W

NWASHINGTON, D. €. 20036

BY MESSENGER

Kenneth A. Gross, Esquire

Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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FEDERM. ELECTION COMMISSION
| WASHINGTON, D.C. 20463

December 14, 1981

William C. Oldaker, Esquire
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

RE: MUR 1356
Dear Mr. Oldaker:

~ On December 8, 1981, the Commission determined there is
probable cause to believe that your client, Machinists Non-Partisan
Political League, committed a violation of the Federal Election
Campaign Act of 1971, as amended, sections 441lb(a), 437b(a)(2),
432(c)(1) and (3), 434(b)(6) and (11) of the Federal Election
Campaign Act of 1971, as amended.

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
a conciliation agreement. If we are unable to reach an agreement
during that period, the Commission may institute civil suit in the
United States 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 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 Couns %4/
By: N ,Zké

Kenneth A. Gross
Associate General Counsel

Englosure y
onciliation Agreement




In the Matter of

Machinists Non-Partisan

) ]
; MR 1356 (80)
Political League )

CERTIFICATION

I, Marjorie W. Bmons, Recording Secretary for the Federal
Election Cammission's Executive Session on December 8, 1981, do
hereby certify that the Conmission decided by a vote of 4-1 to take
the following actions in the above-captioned matter:

1. Find probable cause to believe that the
Machinists Non-Partisan Political league
violated 2 U.S.C. §441b(a).

Find probable cause to believe that the
Machinists Non-Partisan Political league
violated 2 U.S.C. §437b(a) (2).

Find probable cause to believe that the
Machinists Non-Partisan Political league
violated 2 U.S.C. §§432(c) (1) and (3).

Find probable cause to believe that the
Machinists Non-Partisan Political League
violated 2 U.S.C. §434(b) (6) .
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Find probable cause to believe that the
Machinists Non-Partisan Political League
violated 2 U.S.C. §434(b) (11).

Continued




. Cartification for MUR 1356 (80)

_ Approve the conciliation agreement for the
' Machinists Non-Partisian Political League as . :
suhnittedwiththecmalwmulsmn.

1981 report in this matter,

Approve and send to Mr. William C. Oldaker,
attorney for the Machinists Non-Partisan
Political League, the letter attached to the
FEC General Counsel's October 23, 1981 report.
Camissioners Aikens, McGarry, Reiche, and Thomson voted:
affirmatively for the decision; Commissioner Harris dissented;
Camissioner Tiernan was not present at the time of the vote.

Attest:

12/9/81

Date : ‘ Marjorie W. Emmons
Secretary of the Camnission

~
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RAI. ELECTION COMMISSION
~ 'WASHINGTON, DC. 20463

CHARLES STEELE
FROM: MARJORIE W. EMMONS/JODY CUSTER VC/
DATE: NOVEMBER 10, 1981
SUBJECT: MUR 1356 -~ First General Counsel's

Report dated October 23, 1981; signed
November 5, 1981

The First General Counsel's Report in MUR 1356,

which was inadvertently circulated on a 48 hour tally

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.










' BEFORE THE PEDERAL BLEC
7 " october 2

in the Matier of
MUR 1356 (80)

Machinists Non-Partisan
Political League

GENERAL COUNSEL'S REPORT
y/

I. Background

On March 25, 1981, the Commission found reason to believe
that respondent Machinists Non-Partisan Political League ('MNPL"
or "the Committee") violated cettain‘provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act") (Pub. L.
No. 94-283). Specifically, the Commission found reason to believe
that MNPI violated:

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

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

c) 2 U.S.C. §§ 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.

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

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

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.




The Comhii;ion based 1t§-detetmihntioh on £ind1ngs mid‘3 ”'
during an audit of MNPL and the rccoras maintained by three
of its local collecting agonts.g/ The audit covered the portod
from January 1, 1977 through February 28, 1979, and was undertaken
pPursuant to 2 U.8.C. § 438(a)(8) which, at the time of the audit;
directed the Commission to make from time to time audits and field

investigations with respect to reports and statements filed under

the Act. oy : ;

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

notified MNPL of its recommendation to the Commission to f£ind

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 rece1pts raised for MNPL:

1) Connecticut State Council of Machinists (CSCM)
New Btitain, CT;
2) Ohio State Council of Machinists (OSCM) Cleveland,
OH; and
3) Internatlonal Association of Machinists - District-15
‘ (IAM-15) New York, NY.




probable cause to believe HNPL committed violations of thh.aet.‘jif'

Submitted with this notification was a btief. stating the posttion
of the General Counsel on the legal and factual issues of thgfa"
case. |

On October 14, 1981, Mr. William C. Oldaker, attorney for
MNPL, submitted a responsive brief. The arguments presented in
respondent's brief go to the merits of disposing of this case,
and not to the finding of fact. Therefore, this report addresses

the General Counsel's position on the disposition of this case.
II. Legal Analysis

See General Counsel'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 MNPL'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 (Db.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




political activity. See Advitory Opinions 1981-19. 20 lnd rtnpaltd
Regulations on Transfer of Funds, Collecting Agents, and aoint '
Fundraising 46-?06. Reg. 48074-76, September 30, 1981.

In theninstant matter, there is no evidence to sugyest thif i

prohibited funds subsidized the federal political activity of

MNPL. Stated simply, the facts of this case are as follows.
Twa’collecting agenfs of -MNPL, IAM-15 and CSCM, held annual

¢

fundraising raffles on behalf of MNPL. The proceeds £rom the’e
raffles were depoéited into the treésuryiacééunts of the local
uhions.‘ZIAM-ls transmitted the gross proceeds from its unien
treasury to the sgpazate segregated account of MNPL. fCSCM
paid for raffle piizes out of its préceedg and transmitted the
net proceeds to MNPL. In its reports to the Gommission, MNPL
-. disclosed the receipt of net proceeds. The amounts received
and expended to defray the costs of raffle activities were not
disclosed. |

Due to the strict interpietation given to commingling at

the time that MNPL collecting agents followed the above ptocedures,

... we have deemed these act:ons as violative of the Act. Howevet.




"* Rased on the forggoipg, the Offiée of General Counsel
tecommends that the Cbmmisﬁion find probable cause to believe
‘that MNPL violated 2 U.S.C. § 441b(a), § 437bta)(2), §§ 432(c)(1)

aﬁd (3), and §§ 434(b)(é) and (11). }n addition, we recommend
that the Commission approve the attached conciliation agreemdht

for MNPL A

‘Recommendations

1. Find probéble cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. § 441b(a).
2. Find probable cause to believe that the Machinists
Non-Partisan Politigal'League violated 2 U.S.C. § 437b(af(2).
3. Find probable cause to believe that the Machinists
Non-Partisan ﬁalitiqal League violated 2 U.S.C. §§ 432(c)(1)

and (3).




4. Find probable cause to believe that ﬁhé Miéhtnisiw
Non-Partisan Political League violated ZVU.S.C. $ 434(b)(6}.?f 

5. Find probable cause to believe that the Machinists”ﬁi
Non-Partisan Political League violated 2 U.S.C. § 434(b)(11).

b, Approve the attached conciliation ayreement for the
Machinists Non-Partisan Political League,

7. Approve and send the attached letter to Mr, william
C. Uldaker, attorney for the Machinists Non-Partisan Political

League.

Charles N, Steele
General C sel

%w $, /7Y

Date Kenneth A, Gross
Associate General Counsel

Attachment:

Proposed Conciliation Agreement

Letter to william C. Oldaker, attorney
for Machinists Non-Partisan Political
League

Incorporated by reference to this report are

the briets of the Respondent and Commission's
General Counsel, copies of which were previously
circulated to the Commission.
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In the Matteruofi ' ¢

Machinists Non-Partisan Political - ) MUR 1356 (80)
League '

TRURTES
B

RESPONDENT'S BRIEF

I. Introduction

This enforcement action is an attempt to paint .
inadvertent harmless errors on th; part of state and local .IAM
officials as serious violations of {5& Péd;ralunlection Campaigh'

" Act. Respondent Machinisls Non-Partisan Political League "MNPL"
at all times has been :eady to correct é;e errors alleged to have |
been committed and to eonciliate this matter. Although an

admission4bf guilt and a civil penalty are clearly unwarranted

because ;ny violations were at worse technical,

. ' 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 resol#gd
through voluntary compliance which is, and has always been, the

goal of the Commission's enforcement efforts.

LY
~




II. The tagts of the Case

The General Counsel's Brief alleges that the

respondent, through actions of the Connecticut State Ccuncil of
Machinists ("CSCM") and International Association of Machinists -
District 15 ("IAM-15"), violated the Act by (1) commihgling with
CSCM and IAM-15 treasury money, the gross receipts of certain
raffles to benefit respondent MNPL, (2) failing to report the
gross receipts of the CSCM raffle, (3) failing to register the
local CSCM account as a depository, (4) failing to keep required
records in connection with the CSCM raffle gnd (5) failing to
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 telativer}
new. What happened, stripped of the legal extrapolations of the
General Counsel's Brief, may be stated quite simply. 1IAM4-15 and
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 from the
raffle and therefore were not reported. In following this
procedure they merely continued a procedure that they had
foilowed 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




rn!tlel said thlt the union ceulé ulo{trt-lu:y nnﬂt gtﬁgﬁﬁ!”f '3'
prizes. See 11 C.E.R. SLL4.5(b)(2). i
The amounts 1nvolvcd were small. The Gﬁndtll“ééuhiiifl

Brief alleges $12,252 (sic) 1/ was transmitted by CSCM and $9,412
by IAM-15. The amount that w&- unreported, because used for
prizes, was even smaller: $1,972.66. No itemization was required

because the tickets were only $l1 each.

III. Discussion

A. Commingling

The General Counsel's Brief apptoaches commingling
as if it were analogous to quarintining a disease. Once touched
by treasury monies no contributions may escape. This gosition
reflects neither current law nor recent Commission prgcticeﬁ The
inescapable fact in this case ig that no treasury moniea ever

found their way into MNPL or any federal election campaign. 2/

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

The accusation that "MNPL violated 2 U.S.C. §44lb(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?




: ' The case has some similarities to AFL-CIdﬁv;; ah
Federal Election'Commission 628 F.2d §7 (D.C. Cir.), ccré.:
denied, 101 §.Ct. 397 (1980), in which the AFL-CIO won rcvorsal

| of a $§10, ooo civil pcnalty imposea by the District Court tor

" "having knowningly and willfuny violated the Act by commingling -
COPE treasury funds and COPE-PCC funds. The commingling occurred
Eﬁrough loans between the tw? funds. The Court of Appeals found =
that the Act prohibited thexcommingliqg of treasury fundi,ind
sepdrate éggregated fun8s in thisAtashion Sut struck down the -
.czvzl penalty as inapproprzate where the practlce had started
before the Commxssion s creation, had not been prevxously

- questioned by the GAO, and no decision bad addressed the
question. 628 F.24 at 100-101. A
: The Commission of course, has not charged MNPL

- with # kpogingnand willful vioclation, since MNPL's alleged )
transgressions are far leés,seriqus than those involved inlthe
AFL-CIO case. The Commission, in AFL-CIO, may recall there was
an 66tstanding balance of $312,000 owed by COPE to COPE-PCC. 628
F.24 at 99. Inithis MﬁR the total involved is less. than
$22 000. At no tzme did the respondent make 2 loan of treasury
monies to MNPL, as occurred in AFL-CIO.. Desp;te these:
differences, in AFL- CIO the Commission sought in the Dzstrzct

Court only a $10,000 c1v11 penalty




In AFL-CIO, the District cOuxt did not lllﬂl an
opinion. There was, therefore, no court decision on thc lqgglity_
of temporary commingling at the time of the transfers tnvalvbd in
this MUR. That over a period of several years no authority
questioned the practice shows that respondent's interptetitton of

the law was reasonable. 1Indeed, that the AFL-CIO, presumably the

most sophisticated labor organization with respect to election

laws, thought the practice permissible indicates that MNPL, and
especially the local unions, had every reason to believe this
procedure comported with the law.

Recently, Congress and the Commission have
reexamined their interpretation of comminglihg 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
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 lst 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"




i administrative !umd dollarl (1.... corporatc) into a cing

'-:;aonoy-narkct fund. Bccauso separate checks uould be ul-d both to

pay into and pay out of the money market fund, and the mnc would
not receive any greater return than if a separate account were
used, the Commission found no commingling problem. But see
Advisory Opinion 1981-20.

The common factor in these recent decisions on
commingling is the emphasis on whether the facts present an
opportunity for prohibited funds to subsidize federal political
activity. Where that danger is present, violative commingling
occurs (e.g., Advisory Opinion 1981-20). But where no 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 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. §102.6(b)(1)(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 a;

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

§102.6(c)(3)(ii), 46 Fed. Reg. 48075 (September 30, 1981).




It is indeed anomalous that the General ceunltl‘_fﬁ

recommends punishing. MNPL for following a procedure. at a tiud
when the relevant law was far from clear, that the cqnnlalion hts‘
proposed adopting for the future. Whatever the technical ,
failings of MNPL's procedure for collecting contributions, one
point is clear: at no time did treasury funds subsidize PAC
contributions. 1In fact, CSCM did not take advantage of the
possibility of using treasury funds to buy the raffle prizes that
Commission Regulations afforded. To call this a commingling
violation, in light of recent legal developments, would in no way
advance the goals of the Act but instead would be a post facto
exercise in formalism and technicality.

B. Fundraising Receipts and Expenditures

The General Counsel's Brief further accuses MNPL
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 CSCM's practice of transmitting
the net, rather than the gross, proceeds of the raffle to MNPL. i
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




only Commieeion reguletdoa deeling with retflee et the saia
trea:ury funds could be used to buy the prizes. cscu wa‘;‘ -” v ::
contributions to dettey such expenses, which was mo:e then ‘the
regulation demanded. Why should it have any reason to.change its
érocedures? |

: The raffle tickets were $S1l. There was then, and
i; now, no regquirement ‘to ke}p a record of the names and ) =
addresses of SI.coﬁtributore. what ingorme}ioh has the pgblic
been‘denieéb Only that“CSCM received $1, 952 66 more in
'unztemzzed contributions than MNPL reported and that this’ money -

vas spent on raffle prizes. This is hardly an attempt to defeat

4494

‘the purpose of disclosure. It 1s plainly an 1na¢ve:tent

" violation due to a misunderstanding of the Commission's less than
elear regulatory requifements. Thevreasonable solution would be
to reéuire MNPL to amend its reports (which it has already éene)
and make it promise to follow the}apprerd procedure in the'

future. The public interest in accurate campaign disclosure
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demands no more.

Oﬁee again, it is ironic that at least part of
these alledged violations would be permitfed under the ' |
Commission's Propoge& Rules. 2as a "colleEting agent" CSCM would
not be requirea to register and repoft and the transmittal

procedures make no mention of reporting the organization's
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 ;;aeeeant on a dcponitcry"lh‘ ntributions are deg _ _ |
- Ses Prownd 11 €.°, R. sn}oz.mm() ma 102. sce)-t;s,);ftma u roa.’
n-g. 48074-75 cseptm: 30. usu. 1t is amieuu SR
' unaerstand how a practice can be punished as illegal unde: Illl
'exp%icit regulagion:, when a morg specific pronouncemcnt

indicates Commission approval of that practice.
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V. Ccnclusion

. This is a case.for‘voluntdfy compliance. ‘As much as
the General Counsel‘s Brief attempts to inflate it, it st111
remains a case of innocent m1sunderstanding of what the
Comn1s31on wanteé. No' important information was in fact denied
the public. CSCM and IAM-15's actions were reasonable in 1£ght
of the lack of clarmty in the law and the fact that over a period
of years the practice ‘had not been questioned. MNPL is ready to

comply with. whatever 1nterpretation of the law the Commisszon

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




. 1n e circm:f ne

. even noro ovtdmt ln J.!.qht of the uclnt. dovclopnnu ln thc
lav. The Commision thcroto:c should clOCQ ‘this case on cundttion
that MNPL take such corrective actions as the Commission deems
required. The Commission should not require ;n admi.sion of

guilt from MNPL or payment of a civil penalty.

William

Attorney for Respondent
1050 17th Street, N.W.
Suite 1200

Washington, D.C. 20036
(202) 296~-0505
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FEDERM. ELECTION CQMMISSION
WASHINGTON, D.C. MS

William C. Oldaker, Esquire
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

RE: MUR 1356

Dear Mr. Oldaker:

On ¢+ 1981, the Commission detemmined therxe js
probable cause to believe that your client, Machinists Non-Partisan
Political League, committed a violation of the Federal Election
Campaign Act of 1971, as amended, sections 441b(a), 437b(a)(2),
432(c) (1) and (3), 434(b)(6) and (1l) of the Federal Election
Campaign Act of 1971, as amended.

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
a conciliation agreement. If we are unable to reach an agreement
during that period, the Commission may institute civil suit in
United States 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 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 apptrove 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

Enclos¥i
Con iation Agreement




o
-
L
-
| ot
o
-
e
N
‘®

nmw THE nmm smtmw ‘f"f‘i-com: mﬁ'
 October u. 1981 ‘

In the Matter ofl

Machinists Non-Partisan Politicil ‘ MUR 1356 (80)
League

91 :lv bIL30 I

"RESPQNDENT'S BRIEF

1. Introduction

This enforcement action is an atéimpt to paint
inadvertent harmless errors on th; part of stage and local .IAM
officials as serious violations of ﬁhé Péderallslection Campaignv
Act. Respondent Machinisis Non-Partisaq.Political League "NMNPL"

at all times has been ready to correct ghe 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,

:.j 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 resolvéd
through voluntary compliance which is, and has always been, the

goal of the Commission's enforcement efforts.

<
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II. The Facts of the Case

The General Counsel's Brief alleges that the
respondent, through actions of the Connecticut State Council of
Machinists ("CSCM") and International Association of Machinists -
District 15 ("IAM-15%), violated the Act by (1) commingling with
CSCM and IAM-15 treasury money, the gross receipts of certain
raffles to benefit respondent MNPL, (2) failing to report the
gross receipts of the CSCM raffle, (3) failing to register the
local CSCM account as a depository, (4) failing to keep required
records in connection with the CSCM raffle and (5) failing to
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 relatively
new. What happened, stripped of the legal extrapolations of the
General Counsel's Brief, may be stated quite simply. IAM-15 and
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 from the
raffle and therefore were not reported. 1In 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
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raffles said that the union could use treasury monies to buy
prizes. See 11 C.F.R. $114.5(b)(2). '

The amounts involved were ilnll. The General Counsel's
Brief alleges $12,252 (sic)-l/ was transmitted by CSCM and $9,412
by IAM-15. The amount that was unreported, because used for
prizes, was even smaller: $1,972.66. No itemization was required

because the tickets were only $1 each.

III. Discussion

A. Commingling

The General Counsel's Brief approaches commingling
as if it were analogous to quarintining a disease. Once 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

found their way into MNPL or any federal election campaign. 2/

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

The accusation that "MNPL violated 2 U.S.C. §441b(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?
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| The case has some similarities to.A!L~cio:6Qi}71?”L
Federal Election:Commission 628 F.2d 97 (D.C. Cir.), gggg; ::
denied, 101 5.Ct. 397 (1980), in which the AFL-CIO won rivutstV"
of a slo.doo-civil penalty iﬁpcsed by the District Court for
"having knowningly and willfull&' violated the Act by commingling -
COPE treasury funds and COPE-PCC funds. The commingling occurred
Eﬁrough loans between the two funds. The Court of Appeals found =
that the Act prohibited the:commingling of treasury funds &nd
separate Qggregated fun8s in this fashion but struck down the
civil éenalty as inappropriate where the‘pra¢tice had started
before the Commission's creation, haa'not been previously
questioned by the GAO, and no decision bad éddfessed the
question. 628 F.2d at 100-101. e
“ 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
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an 6ﬁtstanding balance of $312,000 owed by COPE to COPE-PCC. 628
F.24 at 99. In.this MdR the total involved is less. than

522.000. At no tiﬁe 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 Disfricﬁ.

Court only a $10,000 civil penalty o
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In AFL-CIQ, the District Court did not llauQTQn

opinion. There was, therefore, no court decision on tho‘1QQI}ity
of temporary commingling at the time of the transfers LanIQtd in
this MUR. That over a period of several years no authority
questioned the practice shows that respondent's interpretation of
the law was reasonable. 1Indeed, that the AFL-CIO, presumably the
most sophisticated labor organization with respect to election
laws, thought the practice permissible indicates that MNPL, and
especially the local unions, had every reason to believe this
procedure comported with the law.

Recently, 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
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 1lst 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"
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administrative fund dollars (i.e., corporate) into a single

money-market fund. Because separate checks would be ulpd'béth.to
pay into and pay out of the money market fund, and the}_l.mc would
not receive any greater return than if a separate account were
used, the Commission found no commingling problem. But see
Advisory Opinion 1981-20.

The common factor in these recent decisions on
commingling is the emphasis on whether the facts present an
opportunity for prohibited funds to subsidize federal political
activity. Where that danger is present, violative commingling
occurs (e.g., Advisory Opinion 1981-20). But where no 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 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. §102.6(b)(1) (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.

§102.6(c) (3)(ii), 46 Fed. Reg. 48075 (September 30, 1981).
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It is indeed anomalous that the Gcnera1 Cod§q|1 :

recommends punishing MNPL for following a procedure, qt;gmgijc~_
when the relevant law was far from clear, that the Cdmuiiltdn has
proposed adopting for the future. Whatever the technical
failings of MNPL's procedure for collecting contributions, one
point is clear: at no time did treasury funds subsidize PAC
contributions. 1In fact, CSCM did not take advantage of the
possibility of using treasury funds to buy the raffle prizes that
Commission Regulations afforded. To call this a commingling
violation, in light of recent legal developments, would in no way
advance the goals of the Act but instead would be a post facto
exercise in formalism and technicality.

B. Fundraising Receipts and Expenditures

The General Counsel's Brief further accuses MNPL
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 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




only Cpmmissipn':ogulatﬁdn'dcaliﬁq vith raffles ltﬂiﬁ§‘ ime sai
treasury funds could be used to buy the prizes. dééﬁ:jSiuilhﬂ.-': i

contribut%éns to defray such expenses, which was mbg‘fﬁhlp’:ho; '
regulation demanded. Why shsulé it have any reasqn'ﬁo.bhnngc its
étocedures?

. The raffle tickets were $1. There was then, and
i; now, no reguirement ‘to kgbp a record of the names and
addresses of $1.coﬁtributor§. What inform%;ion has the public
been'denieéé Only that'CSCM received $1,972.66 more in
'unitemized contributions than MNPL reported and that this money -

"waé'spent on raffle prizes. This is hardly an attempt to defeat

4506

the purpose of disclosure. It is plainly an inadvertent

" violation due to a misunderstanding of the Commission's less than
clear regulatory tequifements. The reasonable solution would be
to require MNPL to amend its reports (which it has already ébne)
and make it promise to follow the.approied procedure in the

future. The public interest in accurate campaign disclosure
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demands no more.

Once again, it is ironic that at least part of
these alledged vioclations would be permittéd under the |
Commission's Propoged Rules. As a ”colleéting agent” CSCM would
not be required to register ang repoft and the transmittal

procedures make no mention of reporting the organization's
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'Taecount on l 60 g tory if contril b are a¢ nt i
S&! Proposed b 1 c r.n. !5102 s(b)() and 102 6(c)(3)(11)5 QGSrod.

Reg. 48074-75 (s-;:tnbor 30. 1901).‘ It is difficult to
understand how a praetico can be punished as 111egnl under 10.:
explicit regulations, when a morg specific pconouncement

indicates Commission approval of that practice.
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V. cénclusioh‘

‘ This is a case for voluntary compliance. As much as

the General Counsel's Brief attempts to inflate it, it stili
remains Q case of'iﬁnoceni misunderstanding of what the
Commission wanted. Noiimportant informﬁtion was in fact denied
the public. CSCM and IAM-15's actions were reasonable in light
of the lﬁck of clarity in the 1awiand the fact that o§erva period
of years the praciice.had nat 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 MNPL
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in;euoioféitéunitincdi. The arblttaﬁihoii:df'iﬁeh~nﬁ;n§§¢6§bﬁ‘1i
ov@n io:c‘evl#gnt in light of the rucnn;?Qovblobnontl tn”thc;
law, Tﬁe Commision therefore should close this case on condiiion
that MNPL take such corrective actions as the Commission deems
required. The Commission should not require an admission of

guilt from MNPL or payment of a civil penalty.

Willlam

Attorney for Respondent
1050 17th Street, N.W.
Suite 1200

Washington, D.C. 20036
(202) 296-0505
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FEBERAL EI.ECTION COMMISSION
WASHINGTON, D.C. 20463

September 28, 1981

William C. Oldaker, Esquire
1050 17th Street, N.W,
Washington, D.C. 20036

) RE: MUR 1356
Dear Mr. Oldaker:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal
Election Commission, on March 25, 1981, found reason to believe
that your client,.the Machinists Non-Partisan Political League
violated 2 U.S.C. § 441b(a), § 432(c)(1) and (3), § 434(b)(6)
and (11), and § 437b(a)(2), and instituted an investigation
in this matter.

‘Af ter considering all the evidence available to the
Commission, the Office of General Counsel is prepared to
recommend that the Commission f£ind probable cause to believe
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
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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. If you are unable to file a responsive brief within 15 days,
you may submit a written request to the Commission for an extension
of time in which to file a brief. The Commission will not grant
any extensions beyond 20 days. : ; : ‘

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety, days to settle this matter
through a conciliation agreement.

General Counsel

Enclosure
Brief







September 28, 1981

MEMORANDUM

SENSITIVE

TO: ‘The Commission
FROM: Charles N. Stee%agé?/’
General Counsel

SUBJECT: MUR # 1356

451 3

Attached for the Commission's review is a brief stating
the position of the General Counsel on the legal and factual
issues of the above-captioned matter. A copy of this brief
and a letter notifying the respondent of the General Counsel's
intent to recommend to the Commission a finding of probable
cause to believe was mailed on september 28, 1981. Following
receipt of the Respondent's reply to this notice, this office
will make a further report to the Commission.

Attachments

i
o
N
Q
N
@

l. Brief
2. Letter to Respondent




!BDBRAL ILECiION COHHISB
Septcmbar 0. 1981 iy !

In the Matter of ‘ ) | MUR 1356‘30)

Machinists Non-Partisan Political League

GENERAL COUNSEL'S BRIEF

I. Statement of the Case Y

On March 25, 1981, the Commission found reason to believe
that respondent Machinists Non-Partisan Political League (“"MNPL"
or "the Committee") violated 2 U.S.C. §§ 441lb(a), 437b(a)(2),
432(c) (1) and (3), 434(b)(6) and (11), provisions of the Federal

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

451 4

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

made during an audit of MNPL and the records maintained by three
2/

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.
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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.




$ 438(a)(8) wmen. at the m..‘[ )¢ the 'mau, Auacua the
'CGNmilsion to mako £rom etnt te ttnc audits lnd ttold invew- ‘

tigations with respect to roport: and stattmontu £iled und.t

‘the Act.

I1. Factual and Legal Analysis

A. . Commingling of Voluntary and Union Treasury Funds. °

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

~is unlawful for any labor organization to make a contribution,

or ekpenditure in connection with any federal election. For

purpose# of this section, the terms "contribution or expendi-

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

payment, diétribdﬁion. loan, advance, deposit or gift of money,

2 U.S.C. § 441b(b)(2).

or any services or anything of value..."

Specifically exceptgd; however, are the costs incurred for the

establishment,'administration and solicitation of contributions

to a separate segregated fund utilized for political purposes



by a labor organization. 2 u.s.C. s 441b(b)(2)(C)-"vﬁiaﬁiaffru‘f

funds are required to be kept separate and segregated ﬂt995  '
monies secured by dues, fees or other monies required as a
condition of membership in a labor organization. .

The audit of records maintained at the Connecticut State
Council of Machinists (herein "CSCM") and the International
Association of Machinists - District 15 (herein "IAM-15") re-
vealed the following with respect to a violation of 2 U.S.C.

§ 441b(a).

During the period covered by the audit (January 1, 1977
through February 28, 1979) CSCM received contributions for MNPL
totaling 512,252.00”from the sale of raffle tickets to union_
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
with union treasury funds (dues and assessments held since 1975).
CSCM then withdrew funds (amount received from the sale of raffle
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

¥/ See Pipefitters Local Union No. 562 v. United States,
407 U.S. 385, 428-32 (1972)
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treasury funds (dues and assessments). The prodéods Qpéifihtn L
sent in one lump sum to MNPL in Washington D.C. viafgkéhjck;d;lwn
on IAM-15's general fund checking acdount. The imﬁﬁnt of ptdcbadi
transmitted to MNPL via IAM-15's general fund checking account
totaled $9,412,00.

Based upon the foregoing facts, the Office of General
Counsel recommends that the Commission find probable cause
to believe that MNPL violated 2 U.S.C. § 441b(a) by commingling
individual voluntary contributions with treasury funds in an

account maintained for use in connection with federal elections.

B. Fundraising Receéipts and Expenditures.

2 U.S.C. § 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. § 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. § 434(b)(6)
requires that a political committee disclose the total amount

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




-'5 -

for fundraising. 2 U.S.C. § 434(b)(11) provides'thui":f_ e
political committee must report the total amodnt of.c:pgndi-L.: 7
ture made by a political committee. AR

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 acocount, a non-designated depository containing union

dues and assessment. (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

4 S

raffle tickets were fhen transmitted to MNPL. MNPL did not disclose

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,

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

434(b) (6) and (11) and 432(c)(1l) and (3).
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Documentation 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. § 437b(a)(2).




The overriding concern pertaining to the subject transaction

is the regulting deficiencies in MNPL's disclosure oquhmpaign i
activity. Due to CSCM's practice of transmitfing net proceeds
to MNPL subsequent to making expenditures to defray the costs
associated with fundraising activities, reports submitted by
MNPL failed to accurately reflect the total amount of contributions
received and expenditures made from committee funds. Such deficiencies
in disclosure violate one of the underlying aims of the Act
which seeks to ensure that all funds that individuals contribute
for use in connection with federal election campaigns can be
readily accounted for by those who examine thg public record.

Based on the foregoing, the Office of General Counsel
recommends that the Commission find probable cause to believe
that MNPL violated 2 U.S.C. § 432(c)(l) and (3), § 434(b)(6)
and (1l1), and § 437b(a)(2).

TeIsilde General Counsel's Recommendations

l. Find probable cause to believe that the Machinist
Non-Partisan Political League violated 2 U.S.C. § 441lb(a).

2. Find probable cause to believe that the Machinists
Non-Partisan Political League violated 2 U.S.C. § 434(b)(6).

3. Find probable cause to believe that the Machinists
Non-Partisan Political League violated 2 U.S.C. § 434(b)(1l1).

4. Find probable cause to believe that the Machinists
Non-Partisan Political League violated 2 U.S.C. § 432(c) (1)

and (3).
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General Counsel

Attachments

I. Correspondence sent by CSCM to MNPL on October 6, 1977

and September 8, 1978 (6 pages). ¢
II. Letter to William C. Oldaker
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COMNECTICUT STAT

cctober 6, 1977

Mr. Villiam Holayter, Director
Machinists llon Partisan Political League
The Machinists Building

1300 Conmmecticut Avenue, N, W.
Washington, D, C. 20036

. -

Subject: Proceeds from Annual
MNPL Raffle Transfered
to National MNPL

Dear Sir and Brother:

Enclosed nlease find check number 054439, deted October
5, 1977, in the amount of $5,661,10 renresenting_m._t_proceeds
from our Anmual MMPL Raffle. ‘A greal'down of LocAI Tddpoes
snles is enclosed. .

45 2 |

I 2m also rpnuestin:: that $1,4 5 25 renresnntin% 25% of
the total zmount be credited to our peci’ 1 Account for the
Comnocticut State Council of iachinists. Our present balance
should be anproximately ;793 36 and with the above beinr cre~
Gited to it, the new balance should be approximately $2,209,.61.

If there are any further questions or information needed
please feel free to contact this office.
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Thank you.
With best wishes, I remain

Fraternally yours,
’7‘(‘_ PP

"’“".'..‘ ..z:'ﬂ Mﬁﬂwo (z'-p VA

'y _
}Y/ / Thomas L. Cassidy, Secy.-=Tyas.
\.,-.,;, _,.-_-,,.-—-"" 0 Connecticut -State Council pf
..:..'-—-"""'f. N Iﬁachhusts, AFL-CIO
T o/ i

| o e
TLC/cmo . '
Encl, 2 4 O

59 Arch Street Vepa Building New Britain, Connecticut 06051 Telephone (203) 224.2661

B~ e

£




Whewo:

As per your tele-
phone request, I am
forwarding the fol-
lowing breakdovmn of
raffle receipts and
crediting for Local
Lodges of all monies
forwarded to your
office 9-8-78.

Thank you.

2

4
gk’

< o
Albert Gonzale:
President
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_. coﬂNEtTIC“T STAT ®co fisTs e 3 ‘

Mr. William Holayter, Director
Machinists Non Partisan Plitical League
The Machinists Building

1300 Connecticut Avenue, N. W.
Washington, D. C. 20036

Subject: Proceeds ffom Annual MNPL
: Raffle transferred to Na-
tional M. N. P. L.

Dear Sir and Brother:

Enclosed please find check number 108607 in the amount of
$4,779.59 representing net proceeds from our 10th Annual MNPL
Raffle. A breakdown of Local Lodge sales is also included.

I am again requesting that $1,194.90 of that money be cre-
dited to our Special Account of the Connecticut State Council
of Machinists this being the usual 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. §

N403

| S ——— SRRV et e

2

If there are any further questions, 6r information needed,
q please feel free to contact this office.
D .

2

f

8

Thank you.

o With best wishes, I remain

Fraternally yours,

Albert R. Gonzale : Thomas L. Cassidy,
 President Secretary-Treasurer,
¢ qa . Connecticut State Council of

J t\.
) - . . o
2 ﬂ)&gfhmvotztf«r! ;;hAycA$ Machinists, AFL-CIO

M ARG/TLC/cmo e

Lf/t/ﬂ;d‘/j A e

2 S

59 Arch Street Vega Building New Britain, Connecticut 06051 " Telephone (203) 224-2¢51

coner el C /




1978 MNPL RAFFLE - TICKET BRE
cnnneerlcut State Gnuneil of Ma

Lodg: 'l'nta.b Nn. Total Snld‘ Agstined o Anount To Be.
Number of Members Tickets ‘Expenses® * Credited Each -

N’ G ‘ " '18.,20%  local Lodge.
- 146 - 1o} 6S o SOy : $ +00 —
v 265- 170 164 40.00 4y - 32.712%
v( 3542~ 14! e 30.00 ‘ ' v 24,54 N
- 460 22 21 10.00 V8,19
vl 609-170 1,251 260.00 | . 212,68V

627 | 0+ 159 .00 .00 _
7200 - 9/ 1,265 168.00 30. 5 137,425
707 - 7/ 1,820 242.00 4. O 197,96\

. 763-7) 1,545 561.00 LoZ R 458,90 "
782- ¢ 354 200.00 56,40 163,60 "
902 -/7C 453 225.00 40,5 . 184,05 &
966 - /70 149 ~75.00 13.65 61,350
983, /70 219 50.00 9.10 o 40,90
995 - (7C 106 45.00 - 8,19 v/ 36.81 ¥

—p 1021- (L 8SL 229.00 41.68 . 187,322
m# 1137 - (O 1,211 610.00 111.02 v 498,98 7

ot 1249 - LU 576 300.00 54.60 ’
~# 1279 - (¢ 316 .00 . .00
v# 1335- /7¢ 170 80.00 14.56 ,
© 4139 - /70 139 27.00 4.51 v 22,09\

N 91433 - (A 2,099 700.00 127,40 v’ 572,60 -

o 1474 ~17C 88 45.00 2,19 ~ 36,81 ¥
& 1666 — /77¢C 312 134,00 24, 54 v 109,61 -
W 1746 - 4/ 6,500 799.00 145,42 v 653,58 7
# 1746-A - 7/ 2,037 776.00 141,23 - 634,77\
#1871 - LU 1,630 50.00 9,10
vf 1882 — /7¢ 264 5.00 .51
—$.1913 — /(4 537 .00 ' .00
v# 1090 — [7¢ 147 ' 75.00 12.65

2120 -~ /76¢ 189 104.00 18,953

213 - 45 eam 3,00 Sl

31 24,561 $ 5,843.00 $ 1,:63.41 v$ 4,779.59 %

* Total Amount forwarded to National Machinists Non Partisan Political

League on September 8, 1978. Check No. 108607. This amount is to be@
credited to each Local Lodge.




Club ;'E_Lckﬂta ik o (i
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L
t 1Ot I 1201 1 2 2 OC

100%

80

85

700

45

150

2,000 1,126 . 78

1,000 185115 39

800 215 4 .236

125 120 -

300 - S$00)

# 1990 100 4 ) §4) 10

# 2120 125 21 -
# 2473 - 50 47

Totals 26,342 10, 000 @ 3,193

685 Unsold and Unaccounted for in New London Arca: A, Camaro, v, P,
# 144 - 25 Tickets
#1279 =125 Tickets
#1871 =235 Tickets
#1913 =300 Tickets
227 235 tickots:aro in fact lost
.'/‘-'"" 739 are unaccountoed for as of 7-11-78
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Numbor of Tickots p.l'llltﬂ(looooooooo'-ooo_o‘ofyooo-o..oooo_oooc-‘oéco.ooo-.‘»opmv '..‘.

Tickots R0l esccccscosscsssosecsBHAD

. Tickots Rut“rﬂﬂdgpnouo|'--ooo0003193
Tickots outstanding or lost..... 964
10,000

BXPENSES ¢

Art Pross I"“orporatl‘d ("1“‘;1““ t’.ckotﬂ)o.oocoooo.oooo.-os 4101.65
Now Mrdtain Polico Dopn.l'l.munt ("l’rmxt,ooo..lo.lo.t...o.ooo. : 5,00
Comn, State Polico (I’“ml.t)oo.pooooo-oonooo----ooooooo.oo- 5,00
Nlollday Travel Buroan (Ist Priso, Las Vopgas Trip)eecccccose 791,00
Ol in Corporation, (2nd Priro, Winchostor Giin).ececcccceses v 06,11
Potoe C, Janowskl (:'r(' "l’“fn". S'p“"ley TW'.")..-........... 101 .65

Totnl“'...................$ 1.“53.41

Total Cash Received from Raffloo.ooo--oo'coocoooooooooo-oo.-oocos 5’843000

1088 Exponsos......-.......................-...n...’o-.--.. 1 063c41
Net Proﬁ.t, ©0000000000000000000000000000000000000000000000000 S 4.77905?

WINNERS ¢ Lst, Prizo eec00cccooe James T. PradcoCKesecsccsccceeof 8018
250 NDBracewood Road
Watorbury, Conn,

2l Il 72000000000 essehNIwiak] A cececcosccosccsel HO2
H20 sl Madn Stroest
ranford, Conn,

31'(' l’r‘z"...oooococoooo‘l. l':. St!‘nchnn................” 4207
10 Mansfiold Avonue
Now Britain, Conn,

Pormits # GGOO (NNIPD) Thomas L, Cassldy, Sccy.-Treas,
Connncticut Stato Council of Machinists
69 Arch Stroot
Now Iritain, Connoctllcutl. 06051
Tolephono: 224-2661

v 4a' S8 MIVIED 2. @ Qi v B e 2" 4




FEDERAL EI.ECTION COMMlSSION
wasmnmon. D.C. 20463

September 28, 1981

William C. Oldaker, Esquire
1050 17th Street, N.W.
Washington, D.C. 20036

. RE: MUR 1356
Dear Mr. Oldaker:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal
Election Commission, on March 25, 1981, found reason to believe
that your client,.the Machinists Non-Partisan Political League
violated 2 U.S.C. § 441b(a), § 432(c)(1) and (3), § 434(b)(6)
and (11), and § 437b(a)(2), and instituted an investigation
in this matter.

‘After considering all the evidence available to the
Commission, the Office 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 position
of the General Counsel on the legal and factual issues of the
case., Within fifteen days of your receipt of this notice, you
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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I1f you are unable to file a responsive brief within 15 days,
you may submit a written request to the Commission for an extension
of time in which to f£file a brief. The Commission will not grant
any extensions beyond 20 days. R

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than -
thirty, but not more than ninety, days to settle this matter .
through a conciliation agreement.

General Counsel

Enclosure
Brief




CHARLES smu | 4
MARJORIE W. ms/aonr cusnn
APRIL 17, 1981

REFERRAL OF LETTBR RIGIRDING
MUR 1356

The attached letter regarding MUR 1356 was r.déiind
in Chairman McGarry's office and then presented tb~

the Secretary of the Commission. It is provided for your

action.
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Attachment: L e
Letter from International Assdb”"‘*~-wt
of Machinists and Aerospace Workers

dated April 17, 1981




April 17, 1981
; ‘Re: MR 1356
HAND DELIVERY

Mr. John Warren McGarry
“Chairman

Federal Election Commission
Washington, D.C. 20463

Dear Mr. MéCarry: ’

We are writing in respohse to your letter of March 26, 1981, to
Mr. Howard F. Dow, Treasurer, Machinists Nonpartisan Political League ("the
Cammittee'') setting forth the Federal Election Commission's determination
that there is reason to believe that the Committee violated Sections 441b(a),
432(b), 437b(a)(2), 434(b)(6), 434(b)(11), and 432(c)(1) and (3) of the 4
Federal Election Campaign Act of 1971, as amended (''the Act').

We wish to advise you that the Committee has already corrected or
taken steps to correct the items outlined in the General Counsel's Factual and

Legal Analysis, pursuant to its compliance with the Audit Division's March 11,
1981, Interim Report and recommendations. - : ' .

Sincerely,

Jos. P. Mamners
GENERAL OOUNSEL

5, Mg Secr

*  ASSISTANT GENERAL COUNSEL
AB/rja

cc: Paulin

Holayter .
Dow .

FIORITY 'QRG 7 N’ZE
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Federal Election Commission

Washington, D.C.

:
§
m
5

Chairman
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FEDERAL ELE
WASHINGTON, D.C. 2

April 9, 1981

Joseph P. Manners, General Counsel

International Association of Machininta
and Aerospace Workers

Machinists Building

1300 Connecticut Avenue, N.W.

Washington, D.C. 20036

RE: MUR 1356

Dear Mr. Manners:

The Office of General Counsel has reviewed your
request for an extension of time to respond to the
Commission's finding of reason to believe in MUR 1356.
Based on the information in your letter, we are granting
the requested extension. Accordingly, we will expect
your response by April 17, 1981.

If you have any questions, please contact Beverly
Brown at 202/523-4529.

eneral Counsel




. st-légan fano-
.‘KAGross ‘




f"’;ML ELECTION COMMISSION
WASHINGTON, D.C. 20463

@9/

CHARLES STEELE ‘&\

MARJORIE W. EMMONS/JODY cus-rnnge/
APRIL 1, 1981

REFERRAL OF LETTER FROM THE INTERNATIONAL

ASSOCIATION OF MACHINISTS AND AEROSPACE
WORKERS, dated March 31, 1981 (MUR 1356)

The attached letter regarding an extension of time

45 3 4

was received in Chairman McGarry's office and then presented

to the Secretary of the Commission. It is provided for your

action.
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ATTACHMENT:
Letter
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MACHINISTS BUILDING, 1300 MJWI AVHW BI*G. 16
Area Code 202—857- szoo N

March 31, 1981
Re: MR 1356

Mr. John Warren McGarry
Chairman

Federal Election Commission
Washington, D.C. 20463

Dear Chairman McGarry:

We are writing in response to your letter of March 26, 1981, to
Mr. Howard F. Dow, Treasurer, Machinists Nonpartisan Political League (MNPL) setting
forth the Federal Election Commission's determination that there is reason to
believe that the Machinists Nonpartisan Political League violated Sections
441b(a), 432(b), 437h(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
Commission's consideration of this matter. Previous staff commitments, however,
will make it impossible for the MNPL to submit this material within 10 days of
its 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 consj of this request and look

the near future.

RGANIZE e

(}1 S
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Federal Election Commission

Washington, D.C. 20463
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FEDERAL ELECTION COMMISSIQN
WASHINGTON, D.C. 20463

March 26, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Howard F. Dow, Treasurer

Machinigsts Non-Partisan Political’
League

1300 Connecticut Avenue, N.W.,

Suite 413

Washington, D.C. 20036

MUR 1356
Dear Mr. Dow:

On March 25 , 1981, the Federal Election Commission
determined that there is reason to believe that your
committee violated sections 441b(a), 432(b), 437b(a)(2),
434(b)(6), 434(b)(11) and 432(c)(l) 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
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.
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Letter to Howard F. Dow .
Page TWO = S
MUR 1356

The investigation now being conducted will be confi-
dential in accordance with 2 U.S5.C. § 437g(a)(4)(B) and
§ 437g9(a)(12)(A), unless you notify the Commission in writing
that you wish the investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. 1If you have any questions, please contact Beverly
Brown, the staff member assigned to this matter at 523-4529.

Ssi 1

HN WARREN McGARRY
Chairman

Enclosures

General Counsel's Factual and Legal Analysis
Procedures




delire.
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GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE March 25, 1981 MUR NO. 1356
STAFF MEMBER(S) & TEL. NO.

Beverly Brown
(202) sgggiszs

RESPONDENT: Machinist Non-Partisan Political League

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 during the audit of the Machinists Non-Partisan
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
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 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.




period from January 1, 1977 through February 28, 1979 and was
undertaken pursuant to former 2 U.S.C. § 438(a)(8) which , at
the time of the audit, directed the Commission to make from
time to time audits and field investigations with respect to
reports and statements filed under the Federal Election
Campaign Act of 1971, as amended (the “"Act").

SUMMARY OF ALLEGATIONS

The referral of the Audit Division alleges that MNPL,
the separate segregated fund established by the International
Machinists and Aerospace Workers (IAM), has violated:

1) 2 U.S.C. § 44l1b(a) by commingling voluntary and
union treasury funds in accounts maintained for
use in connection with federal elections;

2) 2 U.S.C. § 432(b) by commingling funds of a
political committee with the personal funds of
committee officers;
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3) 2 U.S.C. § 437b(a)(2) by making expenditures
on behalf of MNPL from a non-designated campaign
depository:;

4) 2 U.S.C. § 432(c)(1l) 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:

5) 2 U.S.C. § 434(b)(6) by failing to disclose the
total amount of proceeds from the sale of tickets
and other fundraising items; and
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6) 2 U.S.C. § 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. § 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. § 441b(b)(2).



Specifically excepted, however, are the costs incurred for

the establishment, administration and solicitation of con=-
tributions to a separate segregated fund utilized for politicll
purposes by a labor organization. 2 U.S.C. § 441b(b)(2)(C).
Voluntary funds are required to be kept separate and segregated
from monies secured by dues, fees or other monies required as

a condition of membership in a labor organization. 3/

During the review of records maintained at the Connecticut
State Council of Machinists (CSCM), the auditors determined
that 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 treasury funds
at CSCM prior to transmittal to MNPL.

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 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. § 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

2 U.S.C. § 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)

The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of
records maintained by IamM-15.
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A subsequent review of records maintained by AH-IS tov.mlad
that in 1977, contributions totaling $408.71 were transferred
from the personal accounts of seven collection agents. No
other records were available to ascertain the extent to which
these transactions occurred in 1978 and 1979. Furthermore,
no records were available to determine the extent to which
such transactions were made by the collection agents of the
Ohio State Council of Machinists.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission f£ind reason to believe that
MNPL violated 2 U.S.C. § 432(b) and take no further action.

C. Fundraising Receipts and Expenditures

2 U.S.C. § 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. § 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. § 434(b)(6)
requires that a political committee disclose the total amount
of proceeds from the sale of tickets and the sale of items
for fundraising. 2 U.S.C. § 434(b)(11) provides that a
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. § 437b(a)(2), § 434(b)(6) and (11),
and § 432(c)(1) and (3).




Recommendations

l. Find reason to believe that
Political League violated 2 U.S8.C. §

2. Find reason to believe that
Political League violated 2 U.S.C. §
action.

3. Find reason to believe that
Political League violated 2 U.S.C. §

4. Find reason to believe that
Political League violated 2 U.S.C. §

5. Find reason to believe that
Political League violated 2 U.S.C. §

6. Find reason to believe that

the Machinists Non-P&Etisdn
441b(a). :

the Machinists Non-Pittisan
432(b) and take no further

the Machinists Non-Partisan
437b(a)(2). :

the Machinists Non=-Partisan
434(b)(6).

the Machinists Non-Partisan
434(b)(11).

the Machinists Non-Partisan

Political League violated 2 U.S.C. §§ 432(c)(1l) and (3).
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DESCRIPTION OF PRELIMINARY PROCEDURES -
FOR PROCESSING POSSIBLE VIOLATIONS DISCOVERED BY THE N
FEDERAL ELECTION COMHISSION

Possible violations discovered during the normal course
of the Commission's supervisory responsibilities shall be
referred to the Enforcement Division of the Office of General
Counsel where they are assigned a MUR (Matter Under Review)
number, and assigned to a staff member.

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, and any
information compiled from materials available to the Commission
shall be submitted to the Commission. This initial report
shall recommend either: (a) that the Commission £ind reason
to believe that a possible violation of the Federal Election
Campaign Act (FECA) may have occurred or is about to occur
and that the Commission conduct an investigation of the matter;
or (b) that the Commission £ind 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
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 Ccunsel shall open an investigaticn into the
matter. Upon notification of the Commission's finding(s),
within 15 days a respondent(s) may submit any factual or legal
materials relevant to the allegations. During the investigation,
the Commission shall have the power to subpoena documents, to
subpoena individuals to appecar for depositions, and to order
answers to interrogatories. The respondent(s) may be contacted
more than once by the Commission in its investigation.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

'nﬂni135§*‘!§’  ”

Machinists Non-Partisan Political
League

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on March 25,
1981, the Commission decided by a vote of 6-0 to take the
following actions in regard to MUR 1356:

1. Find Reason to Believe that the Machinists
Non-Partisan Political League violated
2 U.8.C. § 441b(a).

Find Reason to Believe that the Machinists
Non-Partisan Political League violated

2 U.S.C. § 432(b) and take no further
action.

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

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

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

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

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:

Marjorie W. Emmons
S¢fretary to the Commission

Received in Office of Commission Secretary: 3-20-81, 2:59
Circulated on 48 hour vote basis: 3-23-81, 11:00
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DATE AND TIME OF TRANSMITTAL - MUR ¢ _1356(80)
BY OGC TO THE COMMISSION _3-20-f1 STAFF ﬁ_gsu n"‘n‘?s‘;

Beverly Brown

SOURCE OF MUR: I NTERNALLY GENERATED
RESPONDENT 'S NAME: Machinists Non-Partisan Political League

1/
RELEVANT STATUTE : § 44l1b(a)
§ 432(b)
§ 437b(a)(2)
§ 432(c)(1l)and (3)
§ 434(b)(6) and (11)
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INTERNAL REPORTS CHECKED: Interim Audit Report - Machinists
- Non-Partisan Political League

FEDERAL AGENCIES CHECKED: 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
during the audit of the Machinists Non-Partisan Political League
("MNPL") and the review of records maintained at three of its
tield otfices. 2/ (See Attachment #1) The audit covered the
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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:
l) 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.
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period from January 1, 1977 through February 28, 1979 and was
undertaken pursuant to former 2 U.S.C. § 438(a)(8) which , at
the time of the audit, directed the Commission to make from
time to time audits and field investigations with respect to
reports and statements filed under the Federal Election
Campaign Act of 1971, as amended (the "Act").

SUMMARY OF ALLEGATIONS

The referral of the Audit Division alleges that MNPL,
the separate segregated fund established by the International
Machinists and Aerospace Workers (IAM), has violated:

1) 2 U.S.C. § 441b(a) by commingling voluntary'and
union treasury funds in accounts maintained for
use in connection with federal elections;

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

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

4) 2 U.S.C. § 432(c)(1l) 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:

2 U.S.C. § 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. § 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. § 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. § 441b(b)(2).
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Specifically excepted, however, are the costs incurred for

the establishment, administration and solicitation of con=-
tributions to a separate segregated fund utilized for political
purposes by a labor organization. 2 U.S.C. § 441b(b)(2)(C).
Voluntary funds are required to be kept separate and segregated
from monies secured by dues, fees or other monies required as

a condition of membership in a labor organization. 3/

During the review of records maintained at the Connecticut
State Council of Machinists (CSCM), the auditors determined
that 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 treasury funds
at CSCM prior to transmittal to MNPL.

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 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. § 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

2 U.S.C. § 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)

The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of

records maintained by IAM-15.
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A subsequent review of records maintained by IAM-15 revealed
that in 1977, contributions totaling $408.7]1 were transferred
from the personal accounts of seven collection agents. No
other records were available to ascertain the extent to which
these transactions occurred in 1978 and 1979. Furthermore,
no records were available to determine the extent to which
such transactions were made by the collection agents of the
Ohio State Council of Machinists.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission find reason to believe that
MNPL violated 2 U.S.C. § 432(b) and take no further action.

C. Fundraising Receipts and Expenditures

2 U.S.C. § 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. § 432(c)(1l) 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. § 434(b)(6)
requires that a political committee disclose the total amount
of proceeds from the sale of tickets and the sale of items
for fundraising. 2 U.S.C. § 434(b)(11) provides that a
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. § 437b(a)(2), § 434(b)(6) and (11),
and § 432(c)(1l) and (3).




Recommendations

1. Find reason to believe that the Machinists Non-Pattilan
Political League violated 2 U.S.C. § 441b(a). _

2. Find reason to believe that the Machinists Non-Partisan
Political League violated 2 U.S.C. § 432(b) and take no further
action.

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

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

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

6. Find reason to believe that the Machinists Non-Partisan
Political League violated 2 U.S.C. §§ 432(c)(1l) and (3).
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7. Approve and send the attached letter with enclosed
General Counsel's Factual and Legal Analysis.

Attachments

Attachment #1 - Referral from the Audit Division
Attachment #2 - Letter to Mr. lHoward F. Dow
with enclosed General Counsel's
Factual and Legal Analysis

82040 31
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e Receipt of Funds on Union Accounts

J Section 441b(a) of Title 2 of the United ltltll
Code, ltaena. in part, that it is unlawful for any labor
orqlniiltion to make a contribution or expenditure in coanoction
th any Federal election.

Subsequent to the audit fieldwork, Section 102.6(b)
of Title 11, Code of Federal Regulations, was amended to require,
in part, that organizations acting as fundraising agents for a
political committee shall either:

(1) Establish a transmittal account to be
used solely for the deposit of funds
collected as a fundraising agent and for
forwarding funds to its affiliate. Only
funds subject to the prohibitions and
limitations of the Act shall be deposited
into such account. If any disbursement
is made from the account, other than a
transfer of funds to an affiliated
committee, the account shall be considered
a depository of the recipient affiliated
political committee and all activity of
that account shall be reported; or

Transmit contributions which it has collected
as a fundraising agent either by money order,
cashier's check or similar instrument with-
out depositing such contributions in any
account prior to the transfers.

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

a) at the International Association of Machinists -
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.




Exhibit I
page 2

2. Commingling of Contributions

During the period of the audit, Section 432(b)
of Title 2, United States Code, requires, in part, that all
funds of a political committee shall be segregated from, and
may not be commingled with, any personal funds of officorl,
members, or associates of such committee.

Our review of the three (3) IAM field offices
disclosed that two (2) of the offices, IAM-15 and OSCM,
occasionally accepted contributions received by collection
agents (shop stewards) which were transmitted by checks drawn
on their personal accounts. This determination is based on
conversations with officials from these IAM field offices since
records to determine the exact amount of commingled contributions
were unavailable.

3. Expenditures Not Made From Campaign Depository

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

During our review we 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, and subsequently paid for raffle prizes
totaling $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.
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pa or r e prizes from proceeds collec ~subsequently
forwarded the remaining balance of proceeds to the Committee

as "net proceeds” collected. CSCM did not advise the couu.ttn
of the total amount of contributions collected or the associated
expenditures for raffle prizes. As a result, the total of the
proceeds collected and the raffle prize expenditures were not
disclosed by the Committee.




FEDERAL EI.ECT ION COMMISSIGN: S
WASHINGTON, D.C. 20463 %

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Howard F. Dow, Treasurer

Machinists Non-Partisan Political
League

1300 Connecticut Avenue, N.W.,
Suite 413

Washington, D.C. 20036

Y

RE: MUR 1356
Dear Mr. Dow:

on , 1981, the Federal Election Commission
determined that there is reason to believe that your
committee violated sections 441b(a), 432(b), 437b(a)(2),
434(b)(6), 434(b)(11) and 432(c)(1l) 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
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.




4560

sy
c
<T
=)
N
@9

'";Littor to Howard F. Dow
- Page Two :

MUR 1356

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. § 437g(a)(4)(B) and
§ 437g(a)(12)(A), unless you notify the Commission in writing
that you wish the investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Beverly
Brown, the staff member assigned to this matter at 523-4529.

Sincerely,

Enclosures

General Counsel's Factual and Legal Analysis
Procedures




~ PEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1356

STAFF MEMBER(S) & TEL. NO.
Beverly Brown
(202) 523-4529

RESPONDENT: Machinist Non-Partisan Political League

GENERATION OF MATTER

45 5 |

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-Partisan
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
Campaign Act of 1971 (Pub. L. No. 94-283) and the
Title 11 Code of Federal Regulations prior to the
1979-80 amendments.
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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:
l) 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-

periocd from January 1, 1977 through February 28, 1979 and was
undertaken pursuant to former 2 U.S.C. § 438(a)(8) which , at
the time of the audit, directed the Commission to make from
time to time audits and field investigations with respect to
reports and statements filed under the Federal Election
Campaign Act of 1971, as amended (the "Act").

SUMMARY OF ALLEGATIONS

The referral of the Audit Division alleges that MNPL,
the separate segregated fund established by the International
Machinists and Aerospace Workers (IAM), has violated:

1) 2 U.S.C. § 441b(a) by commingling voluntary and
union treasury funds in accounts maintained for
use in connection with federal elections;

2) 2 U.S.C. § 432(b) by commingling funds of a
political committee with the personal funds of
committee officers;
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3) 2 U.S.C. § 437b(a)(2) by making expenditures
on behalf of MNPL from a non-designated campaign
depository;

4) 2 U.S.C. § 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:

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

e
(o)
<
©
o
=)

2 U.S.C. § 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. § 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,
distyibution, loan, advance, deposit or gift of money, or any
services or anything of value..." 2 U.S.C. § 441b(b)(2).
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Specifically excepted, however, are the costs incurred for

the establishment, administration and solicitation of con-
tributions to a separate segregated fund utilized for political
purposes by a labor organization. 2 U.S.C. § 441b(b)(2)(C).
Voluntary funds are required to be kept separate and segregated
from monies secured by dues, fees or other monies required as

a condition of membership in a labor organization. 3/

During the review of records maintained at the Connecticut
State Council of Machinists (CSCM), the auditors determined
that 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 treasury funds
at CSCM prior to transmittal to MNPL.

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 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. § 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

2 U.S.C. § 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)

The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of
records maintained by IAM-15.
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A subsequent review of records maintained by IAM-15 revealed
that in 1977, contributions totaling $408.71 were transferred
from the personal accounts of seven collection agents. No
other records were available to ascertain the extent to which
these transactions occurred in 1978 and 1979. Furthermore,

no records were available to determine the extent to which
such transactions were made by the collection agents of the
Ohio State Council of Machinists.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission find reason to believe that
MNPL violated 2 U.S.C. § 432(b) and take no further action.

C. Fundraising Receipts and Expenditures

2 U.S.C. § 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. § 432(c)(1l) 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. § 434(b)(6)
requires that a political committee disclose the total amount
of proceeds from the sale of tickets and the sale of items
for fundraising. 2 U.S.C. § 434(b)(11) provides that a
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. § 437b(a)(2), § 434(b)(6) and (11),
and § 432(c)(1l) and (3).




5-

Recommendations

1L, Find reason to believe that
Political League violated 2 U.S.C. §

2. Find reason to believe that
Political League violated 2 U.S.C. §
action.

3. Find reason to believe that
Political League violated 2 U.S.C. §

4. Find reason to believe that
Political League violated 2 U.S.C. §

5. Find reason to believe that
Political League violated 2 U.S.C. §

6. Find reason to believe that

the Machinists Non-Partisan
441b(a). i

the Machinists Non-Partisan
432(b) and take no further

the Machinists Non-Partisan
437b(a)(2).

the Machinists Non-Partisan
434(b)(6).

the Machinists Non-Partisan
434(b)(11).

the Machinists Non-Partisan

Political League violated 2 U.S.C. §§ 432(c)(1l) and (3).
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