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FEDERAL ELECTION COMMISSION

« Tukenol Meweo~ from Svzanne Gallaban e Town
Whitebead ¢o Jﬁtnnf.fk Gross

- ﬂLou*va, CthJS

- Documents M[a.#l'n.? ) wa‘/fa tiom
- Objection Memos

The above-described material was removed from this file
pursuant to the following exemption provided in the Freedom of
Information Act, 5 U.S.C. Section 552(b):

(1) Classified Information (6) Personal privacy

(2) Internal rules and (7) Investigatory
practices files

(3) Exempted by other (8) Banking Information
statute .

(4) Trade secrets and (9) Well Information
commercial or (geographic or
financial information geophysical)

Internal Documents

Signed :)I/Za,u;’m /W
Date é/? g3

FEC 9-21-77
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

May 3, 1983

Margaret E. McCormick, Esquire
AFL-CIO Legal Department

Room 804

815 - 16th Street, N.W.
Washington, D.C. 20006

Re: MUR 1478
Dear Ms. McCormick:

On April 29, 1983, the Commission accepted the conciliation
agreement signed by your clients, the United Paperworkers
International Union Political Education Program and the United
Paperworkers International Union, and a civil penalty in
settlement of violations of 2 U.S.C. § 441b, a provision of the .
Federal Election Campaign Act of 1971, as amended and 11 C.F.R.
§ 102.5(a) (1) (i). Accordingly, the file has been closed in this
matter, and it will become a part of the public record within 30
days. However, 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 find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N, Steele
General Counsel

By: Kenneth A. Gro
Associate Genefal Counsel

Enclosure
Conciliation Agreement
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 '

Margaret E. McCormick, Esquire
AFL-CIO Legal Department

Room 804

815 - 16th Street, N.W.
washington, D.C. 20006

Re: MUR 1478
Dear Ms. McCormick:

On April 29, 1983, the Commission accepted the conciliation
agreement signed by your clients, the United Paperworkers
International Union Political Education Program and the United
Paperworkers International Union, and a civil penalty in
settlement of violations of 2 U.S.C. § 441b, a provision of the
Federal Election Campaign Act of 1971, as amended and 11 C.F.R.
§ 102.5(a) (1) (i). Accordingly, the file has been closed in this
matter, and it will become a part of the public record within 30
days. However, 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 find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

Kenneth A, Gross
Associate General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
United Paperworkers
International Union and the MUR 1478
United Paperworkers
International Union Political
Education Program
CONCILTATION AGREEMENT

This matter was initiated by the Federal Election Commission
(hereinafter "the Commission”), pursuant to information
ascertained in the normal course of carrying out its supervisory
responsibilities. Reason to believe has been found that the
United Paperworkers International Union (hereinafter "the Union")
and the United Paperworkers International Union Political
Education Program (hereinafter "the Program”) violated 2 U.S.C.

§ 441b(a) and 11 C.F.R. § 102.5(a) (1) (i), and that the Union
violated 2 U.S.C. § 441b.

NOW THEREFORE, the Commission and the Respondents, having
participated in informal methods of conciliation, prior to a
finding of probable cause to believe, do hereby agree as follows:

e The Commission has jurisdiction over the Respondents,
and the subject matter of this proceeding, and this agreement has
the effect of an agreement entered pursuant to 2 U.S.C. § 437g(a)
(4) (a) (i).

MG, Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.




III. Respondents enter voluntarily into this Agreement with
the Commission.

IV. The pertinent facts in this matter are as follows:
k. The Program is a political committee registered
with the Commission, and is the separate segregated fund
of the Union.
2. The Union is an international labor organization.
3. The Program maintains two separate bank accounts,
a voluntary account and a non-voluntary account. Local

unions transmit voluntary contributions from their

members and funds from their general treasury accounts
to the Program's accounts on a regular basis. The
voluntary account contains voluntary contributions from
local unions' members and is used in connection with
federal elections. The non-voluntary account contains
union treasury funds and is used, in part, in

connection with state and local elections.
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4. Between December 26, 1979, and March 4, 1983, 25
undesignated transfers from local unions, which in fact
represented voluntary contributions totalling
$3,488.80, were deposited into the non-voluntary
account while the source of the funds was ascertained.
When it was determined that the transfers represented
voluntary contributions, amounts equal to the voluntary

contributions deposited into the non-voluntary account
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were transferred to the voluntary account. 1In five
instances the transfer to the voluntary account
occurred on the same day as the initial deposit of
voluntary contributions into the non-voluntary account,
and all transfers to the voluntary account occurred
within three months of the initial deposit of voluntary
contributions into the non-voluntary account.

5. On December 16, 1981, a $500 contribution was made
from the non-voluntary account to the Citizens for
David Obey Committee, a federal political committee.

On December 7, 1982, a $500 refund was made by the
Citizens for David Obey Committee to the Program.

6. In April of 1981 the Program and the Union
sponsored a luncheon in honor of Senator George
Mitchell at the Sheraton-Carlton Hotel in Washington,
D.C. On May 12, 1981, a disbursement was made from the
non-voluntary account to the Sheraton-Carlton Hotel in
the amount of $830.54 in connection with the luncheon.
7. A disbursement of $1,517.04 was made from the non-
voluntary account on January 23, 1980, to the Maine

Sunday Telegram, a general circulation newspaper, for

the cost of a political advertisement addressed to
Union members. The advertisement urged the election of
precinct delegates supporting the presidency of Senator

Edward Kennedy.
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V. 3 S Respondents, the Program and the Union, violated
2 U.S.C. § 441b(a), which prohibits a labor organization from
making a contribution or expenditure in connection with any
election at which presidential and vice-presidential electors or
a Senator or a Representative in Congress are to be voted for, or
in connection with any primary election or political convention
or caucus held to select candidates for any of the foregoing
offices, when they commingled union treasury funds and voluntary
contributions, as described in Paragraph IV(4) above.

2. Respondents, the Program and the Union, violated
11 C.F.R. § 102.5(a) (1) (i), which prohibits the transfer of funds
to a federal account from any other account maintained by an
organization for the purpose of financing activity in connection
with non-federal elections, when transfers were made from the
non-voluntary account to the voluntary account, as described in
Paragraph 1IV(4) above.

3. Respondent, the Union, violated 2 U.S.C. § 441b(a)
when it made a contribution to a federal political committee, as
described in Paragraph IV (5) above.

4. Respondent, the Union, violated 2 U.S.C. § 441b
when it paid the expenses of a luncheon for a federal candidate,
as described in Paragraph IV(6) above.

5¢ Respondent, the Union, violated 2 U.S.C. § 441b(a)
when it placed an advertisement in a general circulation

newspaper urging the election of precinct delegates, as described
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in Paragraph IV(7) above.

Vi. Respondents, the Program and the Union, will pay a
civil penalty of One Thousand Seven Hundred and Seventy-Five
Dollars ($1,775) to the United States Treasurer, pursuant to
2 U.S.C. § 437g(a) (5)(A).

VII. Respondents will no longer transfer funds from the non-
voluntary account into the voluntary account.

VIII. Respondents agree that they 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.

XI. 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 Districf Court for the
District of Columbia.

X. This agreement shall become effective as of the date
that all parties hereto have executed same and the Commission has

approved the entire agreement.




XI. Respondent shall have no more than thirty (30) days
from the date this agreement becomes effective to comply with and
implement the requirements contained in this agreement and to so

notify the Commission.

FOR THE COMMISSION:

Charles N. Steele
General Counse

o, /

X Y Date
Associate General Counsel

FOR THE UNITED PAPERWORKFRS INTERNATIONAL UNION POLITICAL
EDUCATION PROGRAM and THE UNITED PAPERWORKEES INTERNATIONAL UNION

1/44‘L~L~v/<?zéitc~4ﬂ4/ fa,/;\}
Niéholas Vrataric
Secretary-Treasurer,

United Paperworkers
International Union

) %?// P£3

George Bea Date
Treasurer

United Paperworkers

International Union Political
Education Program




Ms. Marybeth Tarrant

Office of the General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington D.C. 20463

MAIL

RETURN RECEIPT REQUESTED



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 1478
United Paperworkers International
Union
United Paperworkers International
Union Political Education Program

CERTIFICATION

.. I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on April 29,
1983, the Commission decided by a vote of 6-0 to take the

following actions in MUR 1478:

1. Accept the conciliation
agreement signed by the
respondents.

Close the file.

Approve the proposed letter
as attached to the General
Counsel's April 27, 1983
Memorandum to the Commission.
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Commissioners Aikens, Elliott, Harris, McDonald, McGarry

8

and Reiche voted affirmatively in this matter.

Attest:

Marjorie W. Emmons )
Secretary of the Commission

Received in Office of Commission Secretary: 4-27-83, 9:08
Circulated on 48 hour tally basis: 4-27-83, 11:00
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 12, 1983

Margaret E. McCormick, Esquire
AFL-CIO Legal Department

Room 804

815 - 16th Street, N.W.
wWashington, D.C. 20006

Dear Ms. McCormick:

On March 14, 1983, the Office of General Counsel received
the request of your clients, the United Paperworkers
International Union Political Education Program and the United
Paperworkers International Union, to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe;
your clients' request pertained to all of the apparent violations
involved in the instant matter.

Enclosed is a conciliation agreement which this office is
prepared to recommend to the Commission in settlement of this
matter. If you agree with the provisions of the enclosed
agreement, please sign and return it to the Commission within ten
days. I will then recommend that the Commission approve the
agreement. Should there be no agreement within 30 days, the
Office of General Counsel will proceed to a recommendation as to
whether there is probable cause to believe violations have

occurred.

If you have any questions or suggestions for changes in the
enclosed conciliation agreement, please contact Maura White, the
staff member assigned to this matter, at 202-523-4057.

Sincerely,

Charles N. Steele
General Counsel

P
- s,

By: Kenneth A, Gross
Associate General Counsel

Enclosure
Conciliation Agreement
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Margaret E. McCormick, Esquire
AFL-CIO Legal Department -
Room 804

Washington, D.C. 20006

Re: MUR 1478
Dear Ms. McCormick:

On March 14, 1983, the Office of General Counsel received
the request of your clients, the United Paperworkers
International Union Political Education Program and the United
Paperworkers International Union, to enter into negotiations
directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe;
your clients' request pertained to all of the apparent violations
involved in the instant matter.

"Enclosed is a conciliation agreement which this office is
prepared to recommend to the Commission in settlement of this
matter. If you agree with the provisions of the enclosed
agreement, please sign and return it to the Commission within ten
days. I will then recommend that the Commission approve the
agreement. Should there be no agreement within 30 days, the
Office of General Counsel will proceed to a recommendation as to
whether there is probable cause to believe violations have
occurred.

If you have any questions or suggestions for changes in the
enclosed conciliation agreement, please contact Maura White, the
staff member assigned to this matter, at 202-523-4057.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A, Gross
Associate General

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

United Paperworkers
International Union

United Paperworkers
International Union
Political Education
Program

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Flection Commission, do hereby certify that on April 11,

1983, the Commission approved by a vote of 6-0 the proposed

conciliation agreement and letter as submitted with the

General Counsel's April 7, 1983 Memorandum to the Commission

in the above-captioned matter.
Commissioners Aikens, Elliott, Harris, McDonald, McGarry

and Reiche voted affirmatively in this matter.
Attest:

N-//-F2 2cce. W W A

Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: 4-7-83, 11:56
Circulated on 48 hour tally basis: 4-7-83, 4:00




UNITED PAPERWORKERS INTERNATIONAL UNION

POLITICAL EDUCATION PROGRAM

WAYNE E. GLENN NlCl-leLAS C. VRATARIC
President GEORGE H. O'BEA, JR. ecretary-Treasurer

Vice President-National Director

March 24, 1983

Ms. Maura White

Office of the General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: FEC MUR 1478

Dear Maura:

The United Paperworkers International Union and the United Paperworkers
International Union Political Education Program ("UPIU PEP") (hereinafter
"Respondents”) wish to correct certain information provided in Respondents'
January 6, 1983 letter that was submitted to the Commission in connection with the
above-referenced matter.

Specifically, page two of that letter stutes that in July of 1982 UPIU PEP
ended its practice of depositing undesignated transfers into its non-voluntary
account and subsequently transferring funds identified as voluntary contributions to
its voluntary account. This statement was made on the basis of information
provided at the time by Respondents' Nashville headquarters.

A more detailed review of UPIU PEP's financial records, however,
subsequently revealed, as Respondents' March 14, 1983 reply to the Commission's
interrogatory indicates, that the practice described above continued until March 4,
1983. The undersigned is advised that this occurred because of a change in UPIU
PEP's personnel and a failutre to adequately instruct those newly assigned to
handling these matters on how to proceed.

Washington Office: AFL-CIO Bldg. - Suite 304 - 815 16th St. N.W., Washington, D.C. 20006 e Telephone: (202) 783-5239
>




The more detailed review noted above shows also that this practice has now
been ended and that, based on the recommendation of the FEC Reports Analysis
Division, UPIU PEP is now in the process of establishing ar escrow account
to be used solely to deposit undesignated transfers in order to determine, within a
ten day period, into which of UPIU PEPs accounts (voluntary or non-voluntary)
those funds should be deposited.

Sincerely,

Moo . T Qonmcek

Margaret E. McCormick

Counsel for Respondents

United Paperworkers International Union and
the United Paperworkers International
Union Political Education Program




Federa) Ele M
1325 K St., N.W.
7th Floor

Wash., D.C.
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UNITED.PAPERWORKERS INTERNATIONAL UNION
~ POLITICAL EDUCATION PROGRAM

WAYNE E. GLENN : NICHOLASC. VRATARIC

President GEORGE H. O'BEA, JR. Sccrehrl-'froasuur
Vice President-National Director .:
~

-

March 14, 1983

Charles N. Steele

General Counsel

Ficgrel Bleatian Gomemitsisn
1325 K Street, N.W.
“esiington, D.C. 20463

RE: FEC MUR 1478
nir. Steele:
Atteched is the sworn response of United Pe:erwerkers Internetionel Union
.= the United Paperworkers International Unien Folitice! Educztion Program

'UFIU PEP") (hereinefter "Responcents'), to the written interrczatory which
ries the Comm.issicr's letter cated Fedruary 1=, 1683,
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Accordingly, Respondents now request pre-probable cause conciliation with respect
to the alleged violation described above, as well as the other alleged violations
referred to in our letter of January 6, 1983.

It continues to be the position of Respondents, however, that the Commission
should take no further action with regard to the contributions to nine federal
candidates questioned in the Commission's November 19, 1982 letter since, as
documented in our January 6, 1983 response, it is clear that those contributions
were made from UPIU PEP's voluntary account.

. desar=dalig
A lnes 23¢




Please let me know if you have any questions concerning the attached
information or our request for pre-probable cause conciliation. I can be reached at

202/637-53917.
Sincerely,

/)?Mfdwi E. M"&mt;:m,

Margaret E. McCormick

Counsel for Respondents,

United Paperworkers International Union
and United Paperworkers International
Union Political Education Program

9
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State of Tennessee

County of Davidson

NICHOLAS C. VRATARIC, being duly sworn, deposes and says:

Deponent is the Secretary-Treasurer of the United Paper-
workers International Union, an unincorporated association;
Deponent has read the foregoing attached listing of monies
transferred in the Political Education Program funds and knows
the contents thereof; the same is true to the deponent's own
knowledge.

7., . & — =
; ‘»[i“.(a—tvt/ {/ /W
NICHOLAS C. VRATARIC

Sworn tg before me this 9#[;
day of A ,1953 .

Notary Public

My Commisien Eiciros Oct, 19, 195




ED.
DEP. IN TRANSFERRED CHECK
EDUC. TO_VOLUN.

1980
12/26/79
5/28/80

1/21/81
5/07/81
11/03/81
11/03/81
11/03/81
12/09/81

2/09/82
2/17/82
2/09/82
3/02/82
6/07/82
6/25/82
6/25/82
6/25/82
8/17/82
6/25/82
8/25/82
9/21/82
10/07/82
11/17/82

1/31/83
2/22/83
1/31/83

2/15/80
5/28/80

1981

2/20/81
5/07/81
12/09/81
12/09/81
12/09/81
12/09/81

1982

2/17/82
2/17/82
3/02/82
3/15/82
6/07/82
6/30/82
6/30/82
8/25/82
9/21/82
9/21/82
10/08/82
10/08/82
10/08/82
12/31/82

1983

2/10/83
3/04/83
3/04/83




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 7, 1983

Margaret E. McCormick
AFL-CIO Legal Department
Room 804

815 - 16th Street, N.W.
washington, D.C. 20006

Dear Ms. McCormick:

This is in response to your letter dated March 3, 1983, in
which you request a ten day extension of time to respond to the
interrogatory issued to your clients, the United Paperworkers
International Union and the United Paperworkers International
Union Political Education Program. I have reviewed your request
and agree to a ten day extension. The response of your clients is
due, therefore, on March 14, 1983.

If you have any questions please contact Maura White at
523-4057.

Sincerely,

(@)
o
o
o
<
o

Charles N. Steele

3

3

Kenneth A. Gr
Associate General Counsel
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UNITED PAPERWORKERS INTERNATIONAL UNION

POLITICAL EDUCATION PROGRAM

WAY;:E E. GLENN NICHOLAS ‘€. VRATARIC
reslsery . GEORGE H. O'BEA, JR. Gl L
Vice President-National Director :

March 3, 1983

Ms. Maura White

Office of the General Counsel

Federal Election Commission

1325 K Street, N.W. Re: FEC MUR 1478
Washington, D.C. 20463

Dear Maura:

In connection with the above-referenced matter, the
Commission has requested that my clients, the United Paper-
workers International Union and the United Paperworkers
International Union Political Education Program, furnish
certain information to the General Counsel in response to
the written interrogatory contained in the Commission's
letter dated February 14, 1983, and received by me on
February 17, 1983. That response is presently due on
March 4, 1983.

This letter is to request an extension of that date
to and including Monday, March 14, 1983. The basis for
this request is that the information needed to respond
to the Commission's interrogatory must be compiled from
records which are located at the International's headquarters
in Nashville, Tennessee, before being forwarded to Washington,
D.C., for review by the National Director of PEP, Mr. George
O'Bea, Jr. This process is already underway but cannot be
completed by the present deadline of March 4, 1983.

Please let me know immediately whether the General
Counsel's Office will grant this request. As you know,
I can be reached at 202-637-5397.

Sincerely,

Nagact €. MCormicic

Margaret E. McCormick
Counsel for Respondents

Washington Office: AFL-CIO Bldg. - Suite 304 - 815 16th St. N.W., Washington, D.C. 20006 e Telephone: (202) 783-5239
G2
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FEDERAL ELECTION COMMISSION

WASHINCTON, D.C. 20463

February 14, 1983

Margaret E. McCormick
AFL-CIO Legal Department
Roon 804

815 - 16th Street, N.W.
Washington, D.C. 20006

MUR 1478
Dear Ms. McCormick:

On November 12, 1982, your clients, the United Paperworkers
rnational Union ("the Union") &nd the United Paperworkers
rnational Union Politicel EZducaticn Frocram ("PEP"), were
:fe¢ that the Commission determined there was reason to
eve they violated 2 U.S.C. § 441b(e) &néd 11 C.F.R. § 102.5(2)
i, end that reason to believe hac been founé that the Union
vicletec 2 U.S.C. § £41t with respect to severzl other issues.
Your clients' response was submitted on January €, 1983. It has
ceer. Zetermined that eécitionel infermeation is necessary from
vour clients, Enclosec it an interrogcatory which should be
enswered by your clients under oath, &nd subrmitted to this office

within 18 devs of vour ceceipt of thls’letter.
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I1f you have any guestions please contact Maura White at
523-4057.

Sincerel&,

Charles N. Steele
General Counsel

Kénneth A. Gross
Associate General Counsel




FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 20463

Margaret E. McCormick
AFL-CIO Legal Department
Room 804

815 - 16th Street, N.W.
washington, D.C. 20006

MUR 1478

Dear Ms. McCormick:

On November 12, 1982, your clients, the United Paperworkers

etional Uni on ("the Union") ancé the Uni:ted PcPE'WO!kEIS

1ational Union Political Educaticn Program ("PEP"), were

led that the Commission determined there was reason to

e they violated 2 U.S.C. § 441lb(a) &nd 11 C.F.R. § 102.5(a)
and that reason toc believe haé teen found that the Union

e¢ 2 U.S.C. § 441b with respect tc several other issues.

lients' response weas submitteé crn Jan uery 6, 1983. It has

term*ﬁec thet edcéitionel inforzeti ie necessary from

Zrncloseé is an intercrocactcery u.lch shoulé be

ec by your clients under ceth, &nc¢ submitted to this office

it davs of your receipt of this lecter,
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If you have any questions pléase contact Maura White at
523-4057.

Sincerely,

Charles N, Steele
General Counsel

Kenneth A. Gross = o
Associate General Counsel




Interrogatory to the United Paperworkers International
Union Political Education Program (hereinafter "PEP")
and the United Paperworkers International Union
(hereinafter "the Union").

For each occurrence since January 1, 1980, through the
present, state the amount of money representing voluntary
contributions from local unions' members which was deposited into
PEP's non-voluntary account, the date of deposit into PEP's non-
voluntary account, and the date of the subsequent
deposit/transfer into PEP's voluntary account.




' BEFORE THE FEDERAL ELECTION CG2ISSION

In the Matter of

Unicn; United Peperworkers International

)
)
nited Paperworkers International ) MUR 1478
)
Unicn Politiceal Education Program )

CERTIFICATION

I, Lena L. Stafford, Recording Secretzarv for the Federal
Election Ccmmission meeting on February 8, 1983, do hereby certify
Trzt e Comuission cecided in a vote ¢f -1 tc take the following

sl EhcNalEGNVESE e eC T erov
t £ram the United reg

ertaticnhal Unichn -Fedixts

SN = o
ARG CRENUREEC SN

o
o
R
()
b i
Q
M
2o

Cammissioners Aikens, Harris, McDonald, McGarry, and Reiche
voted affirmatively. Cammissioner Elliott dissented.
Attest:

2-8-83 e

Recaording Secretary




January 28, 1983

MEMORANDUM TO: Marjorie W. Emmons
FROM: Phyllis A. Kayson

SUBJECT: MUR 1478

Please have the attached General Counsel's Report

distributed to the Commission on a 48 hour tally basis

as a sensitive matter. Thank you.

Attachment

cc: White
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BEFORE THE PEDERAL ELECTION oﬁm’fssx\?n

63umzs ain: g5 SENSITIVE

United Paperworkers International MUR 1478
Union; United Paperworkers International
Union Political Education Program

In the Matter of

GENERAL COUNSEL'S REPORT

On November 16, 1982, the Commission determined that there
is reason to believe that the United Paperworkers International
Union Political Education Program ("PEP") and the United
Paperworkers International Union (“the Union") violated 2 U.S.C.
§ 441b(a) and 11 C.F.R. § 102.5(a) (1) (i) by transferring funds
from an account containing non-voluntary monies to an account
containing voluntary monies. 1In addition, the Commission
determined that the Union violated 2 U.S.C. § 441b in connection
with a luncheon for Senator George Mitchell, 2 U.S.C. § 441b(a)
by contributing to the Citizens for David Obey Committee, and
2 U.S.C. § 441b(a) in connection with a newspaper advertisement.
Notifications of the Commission's findings were mailed to the
respondents on November 19, 1982, and both PEP's and the Union's
responses were submitted on January 6, 1983, after a 30 day

extension of time to respond was granted. 1/

1/ Although not part of the Commission's RTB finding, it was
unclear from PEP's reports which of its two accounts, voluntary
or non-voluntary, was used to support nine other federal
candidates during 1980. The respondents' January 6, 1983,
response included documentation which demonstrates that the nine
candidates were supported with funds from PEP's voluntary
account.
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The response submitted by PEP and the Union admits that
commingling of voluntary monies and ceneral treasury funds
occurred, but asserts that no further action should be taken
because, inter alia, such commingling occhrs only on an
infrequent basis, and usualiy within seven to ten days after the
deposit of voluntary'funds into PEP's non-voluntary account the

funds are transferred to PEP's voluntary account., 2/ iz .

- £ o =

The First General Counsel's Repcrt in the instant matter
noted that after review of the reason to believe responses, this
office would make a recommendation to the Commission as to the
need for an audit. Although additional information should be
obtained to determine the extent-and f;equency of commingling,
and the circumstances surrounding the iuncheon for Senator |

Mitchell, it is now the General Counsel's position that this

2/ The response states that this practice was ended in July
1982, -
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information can be obtained through interrogatories. 1In view of
the minimal amount of information necessary to complete the
factual record, an audit is neither necessary nor appropriate.

Recommendation

Approve the attached interrogatories and letter.

X, (913 Charles N. Steele

General Counsel % i

Kenneth A, Gross
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Margaret E. McCormick
AFL-CIO Legal Department
Room 804

815 - 16th Street, N.W.
washington, D.C. 20006

MUR 1478

Dear Ms, McCormick:

On November 19, 1982, your clients, the United Paperworkers
Internaticnal Union ("the Union") ané the United Paperworkers °
netional Unien Peliticel Zcucaticn Program ("PEP"), were
nctifiec that the Commission determined there was reason to
oelieve they violated 2 U.S.C. § 441b(e) &nd 11 C.F.R. § 102.5(a)
eané that reason to believe hac been founc that the Union
¢ 2 U.S.C. § 441b with respect to severzl other issues.
ients' response was submitted ¢n Januery 6, 1983. It has.
rmined that additionel inforrzticn is necessary from
it Enclosed are interroce:cries which should be
oy vour clients under oeth, &z subnitied to this office
of your receipt of this letter.
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If you have any questions please contact Maura White at
523-4057.

Sincerely,

Charles N. Steele
General Counsel

Kenneth A. Gross
Associate General Counsel




Interrogatories to the United Paperworkers International
Union Political Education Program (hereinafter "PEP")
and the United Paperworkers International Union
(hereinafter "the Union").

1, For each occurrence since January 1, 1980, through the
present, state the amount of money representing voluntary
contributions from local unions' members which was deposited into
PEP's non-voluntary account, the date of deposit into PEP's non-
voluntary account, and the date of the subsequent
deposit/transfer into PEP's voluntary account.

2. With respect to the luncheon sponsored by the Union on
behalf of Senator George Mitchell in April of 1981 at the
Sheraton-Carlton Hotel:

a. State whether the luncheon was conducted at the request
of Senator Mitchell or the Mitchell for Senate Committee.

b. State whether individuals other than union members and
their families attended the luncheon. If the answer is
yes, state whether Senator Mitchell or the Mitchell for
Senate Committee was aware or informed that such
individuals would be in attendance.

State the purpose of the luncheon, and whether Senator
Mitchell's candidacy was endorsed or otherwise
supported by the Union or PEP at, or in connection
with, the luncheon.

State whether contributions to Senator Mitchell's
reelection campaign were solicited at, or in connection
with, the luncheon.

State whether any materials prepared by the Mitchell
for Senate Committee or its agents or Senator Mitchell,
were distributed at the luncheon. If the answer is
yes, describe all materials distributed.
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UN|T_ED PAPERWORKERS INTE%NA“ONAL UNION
~ POLITICAL EDUCATION PROGRAM

WAYNE E. GLENN NICHOLAS C. VRATARIC

President GEORGE H. O'BEA, JR. Secretary-Treasurer

Vice President-National Director

January 6, 1983

Charles N. Steele

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: FEC 1UR 1178

Deer Mr. Steele:

This letter constitutes the response of the Unitec Paperworkers Internationel
icn ("UPIU") enc the United Peperworkers Iaternational Union Political
Cucetion Progrem ("UPIU PEP") (hereinafter “responcdents”) to the Federel
leetion Commission's November 19, 1982, nciice :hzt the Commission hzd
jetermined that there is reason to believe the: rzsccndents may have violated
-++lo.2) of the Feceral Election Campaign Act ¢i .57l &s amended, and I CFR
5102.5(a)(1)i).  Speciflically, the Commission's leiie: zlleges that respondents
violeted the Act by: (1) commingling voluntery enc non-voluntary funds; (2)
contributing monies from UPIU PEP's non-voluntery func to a federal candidate(s);
end (3) making disbursements from UPIU PEP's ncn-voluntary account for a
luncheon honoring Senator Mitchell of Maine and & newspaper advertisement aimed
at UPIU members.
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Respondents' response to each of these alleged violations is set out below.
Very briefly stated, respondents respectfully request, for the reasons stated in § 1
below, that the Commission take no further action with respect to the allegation
that respondents have violated 2 USC §441b(a) and I CFR 102.5(a)1Xi) by
temporarily depositing undesignated transfers from UPIU locals into UPIU PEP's
non-voluntary account and subsequently transferring those amounts which were
determined to represent UPIU members' voluntary contributions to UPIU PEP's
Voluntary Fund.

In addition, respondents request that the Commission take no further action
with respect to the nine contributions to federal candidates discussed in §2 below,
since it is documented that those contributions were made from UPIU PEP's
voluntary account and accordingly were lawful under 2 USC 44lb.

S N Eal S e e Alr b Son  EadE
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1 Alleged Commingling Violation

As stated in the General Counsel's Factuel and Legal Analysis respondent
UPIU PEP has for some years maintained two separate segregated accounts — a
voluntary account into which members' voluntary contributions to PEP are
deposited and which is used in connection with federal elections and a non-
voluntary account which contains union treasury funds and which is used to make
contributions or expenditures for state and local elections and also to make certain
disbursements which are specifically exempted from the FECA's definition of
"eontribution and expenditure” under 2 USC 441b(b)(2)(A)~(C).

UPIU local unions transmit voluntary contributions from their members and
funds from their general accounts to both of these accounts on a regular basis.
Inirequently, a local forgets to indicate whether the funds that it has transmitted
to UPIU PEP represent vcluntery contributicns Ifre— UPIU members or a transfer
of non-voluntary funds from the locel itself. On those rare occasions, the UPIU
PEP has in the past temporarily deposited such funds into PEP's non-voluntery
eccount while ascertaining the source of the funds. As soon as that information
wes provided, usuelly within & week to 10 days, those funcds which were determined
to represent voluntery contributions from a lceal's members were immediately
trensferred into PEP's veluntery account. This przctice was ended in July of 1982
wnen respendents were acvised by the FEC's Reocrt Analysis Division that funds
T.zVv not, even in the circumstence just ouiiineZ. Ue transferred from its non-
voluntery account into its voluntary account. :

In essence, then. what UPIU PEP was dcing was to follow the procecdure
cutiined in U CFR 103.2.0)1) for cetermining the legelity of contributions, except
thet, the questioned ccentributions were temperarily deposited into PEP's non-
voluntary account insteed of its voluntery account &s suggested by that regulation.
It is submitted that since the temporary deposit of what are subsequently
determined to be treasury money contributions into & voluntary separate
segregated fund pursuant to S§103.(3XbX1) does not constitute commingling in
violation of 2 USC §441b(a) or I CFR §102.5(a)1Xi), then the temporary deposit of
undesignated funds subsequently determined to be voluntary contributions into a
political committee's separate segregated non-voluntary account for the purpose of
determining the legality of the funds should not be held to violate those provisions.
The contrary result places form over substance, since in both instances voluntary
and non-voluntary funds may be commingled for the short period of time it takes to
discover the source of the contributions.

Indeed, the Commission has permitted the temporary commingling of
voluntary contributions and treasury monies funds under other circumstances. For
example, Commission has permitted combined payments of dues and voluntary
political contributions to be deposited into a single transmittal account designed to
separate the two types of funds in a timely manner. See FEC A.O. 1978-42, 1978~
98, 1979-19, 1981-4. Similarly, in a recent advisory opinion, the Commission
concluded that an organization's use of a single "Trust" account to both separate




combined corporate dues payments and corporate contributions for state and local
elections as well as to separate individual political contributions from dues
payments would not violate §441b of the Act. FEC A.O. 1982-55.

Section 103.3(b)X1) of the FEC regulations and the advisory opinions cited
above reflect a Commission policy in favor of permitting temporary commingling
of treasury monies and voluntary political contributions where the purpose of that
commingling is: "to insure that no contributions prohibited under the Act are
forwarded to [an organization's] Federal account...". FEC Advisory Opinion 1982-
55 at 4.

Since respondents' purpose in temporarily depositing undesignated funds into
UPIU PEP's non-voluntary account was to ascertain whether or not the funds could
lawfully be deposited into PEP's voluntary account, this action was consistent with
the Commssion policy described above. For this reason, respondents submit that
UPIU PEP's practice should not be labelled a violation of the Act or the
regulations. Accordingly, respondents respectfully request that the Commission
take no further action with respect to this allegation.

2.  Alleged Contributions to Federal Candidates from UPIU PEP's
Non-voluntary Account.

The General Counsel's Factual and Legal Analysis states that a $500.00
contribution to the Citizens for David Obey Committee was made from UPIU PEP's
non-voluntary account. In addition, that document states that UPIU PEP's reports
do not indicate which of the committee's two accounts was used to make
contributions totalling $5,400 to 9 federal candidates. These contributions were
reported on Scedule B for line 21, page two of UPIU PEP's October 1980 quarterly
report.

Taking the latter allegation first, the nine contributions in question were
made from PEP's voluntary account. An amendment to UPIU PEP's 1980 October
Quarterly report to this effect is attached hereto, as are xerox copies of the
checks used to make those contributions.* You will note that each of those
checks is drawn on the UPIU PEP Voluntary Fund account. See attachments 1 and
2.

Owing to an administrative error, Respondent's December 16, 1981
contribution in the amount of $500.00 to the Citizens for David Obey Committee
was made from UPIU PEP's non-voluntary account. At the direction of the
Commission, PEP has requested and has received a full refund of the subject
contribution from the Citizens for David Obey Committee. See attachment 3. In
addition, new procedures are being implemented to insure that errors of this nature
do not oceur in the future.

3. Mitchell Luncheon
In April 1981, respondents sponsored a luncheon in honor of Senator George
Mitchell of Maine. The luncheon as held at the Sheraton-Carlton Hotel in

*/ The contributions in question include: $600.00 to the Cranston for Senate
Dinner Committee, California, 8/1/80; $400 to the Steve Soren for Congress, Iowa~
2nd C.D., 8/19/80; $400 to the Goyke for Congress Committee, Wise. - 6CD,
8/19/80; $500 to the Campaign Committee of Sen. Warren Magnuson, Washington,
8/19/80; $1000 to the Birch Bayh for Senator Committee, Indiana, 9/10/80; $1000 to
the Durkin for U.S. Senate, New Hampshire, 9/10/80; $500.00 to Dale Evans for
Congress Committee, Indiana, 9/10/80; $500.00 to the Baldus for Congress
Committee.




Washington, D.C. at a cost of $830.34. The bill for the luncheon's expenses was
subsequently transmitted to the UPIU headquarters in Nashville where, due to a
misunderstanding of the FEC regulations pertaining to partisan communications (11
CRF 114.3), the bill was paid from UPIU PEP's non-voluntary account instead of, as
should have been, out of the voluntary account.

Respondents' action in paying the Mitchell luncheon expenses from PEP's non-
voluntary account was the result of a good faith mistake and not of an intent to
violate the provisions of 2 USC 441b. Respondents have already undertaken, with
the assistance of counsel, to develop guidelines based on the FEC regulations for
UPIU PEP staff so as to ensure that a mistake of this nature does not occur again.

4. Maine Sunday Telegram Advertisement

As reflected in UPIU PEP's 1980 April Quarterly Report, sometime in January
1980, respondents purchased an advertisement in the Maine Sunday Telegram which
was addressed to UPIU's Maine members and urged those members to elect
precinct delegates at the Maine Democratic Party local caucuses. The
advertisement cost $1517.04, which amount was paid from UPIU PEP's non-
voluntary account based on the mistaken but good faith belief that since the
communication was addressed to UPIU members, it constituted an exempt internal
communication pursuant to 2 US.C §441b(bX2XA) and hence could be financed out
of treasury funds. Respondents now understand that the advertisement either
should not have been placed in a newspaper of general circulation or alternatively,
should have been paid for out of voluntary funds.

Respectfully submitted,

”/cu?cwj' €. MCCovmci

Margaret E. MeCormick
Attorney for Respondents




"October 15, 1980 Quarterly Report - Amended Paye 2. o .3_ ter
ARZINT Y ; - o . LINE NUMBER _ __ _
“{7MEDULEB ITEMIZED DISBURSEMENTS (U0 st 0 scheraiesh to sach

Summary Page)
VOLUNTARY FUND

e . . - - -
Any inlormation codied from such Reports snd Statements May Not be 1oid of used DY any Lerson 10r the puipose of soliciting contributions ar for
commercial PurPOes, othar than using the name snd address of any PoiLicel cONWMITtee 10 30411 contributions (rom such Committes.

Name of Commities {in Fuit)
United Paperworkers International Union Political Education Program

A. Full Namas, Mailing Address and 2P Code J Purpose of Onstursement . Date imonth, Amount of Each

Cranston for Senate Dinner Committed Re-election of Sen. Alap div:ves! |Oubursement This Periad
2019A Webster St. Cranston, Califoraia
San Francisco, CA 94115 Oisbursement for: O Primary  JGeneral 8/1/80 600.00

O Othsr {specifvi-
8. Fult Neme, Mailing Addiem and 2P Code qurpout ?i' Disbursement Date (month, Amount of Each
ec

2 R Rl L,
Steve Sovern for Congress cHedd g: ; t?ozgnate » 2nd day, vesrs Disbursement This Period

P. 0. Box 529 - e i
Marion, IA 52302 Oubunament for: SPrumary SGenersl & g1 /g0 400.00

O Other (specify):
C. Full Name, Mailing Addsem and ZW Code Purpose of Disbursement Cate (month, Amount of Each

Goyke for Congress 6th Congressional Districk, ¢v-ves! |Owbursement This Periog
-P. 0. Box 1114 ————
.} Oshkosh, WI 54902 Oisbursement for: OPrimary DCeners! | g/19/80 400.00

O Other (specity):

0. Full Nams, Msiling Address and ZWP Code Purpose of Disbursement Date (month, Amount of Each

A.Campaign CO‘mittee for Sen. Harren Re‘e]ection. state Of day, year) Disbursement This Period
| Magnusgn Washington

i 112 6 80x 21407 Disbursement for: CPr:imacy C General

-4 Seattlie, WA 98111 O OCther (soecity): . 8/19/80 500.00

€. Full Name, Mailing Address and ZIP Code Purpose of Disburtement I Date imonin, Amount of Esch

“JI8irch Bayh for Senator Committee ! Re-election, state of - | dav.vear) !Disbursement This Period

P. 0. Box 44491 Indiana

i Indianapoh’s, IN 46204 Disbursement for: CPrimary S Generat 9/10/80 1,000.00

€ Other fspecity )

F. Full Name, Mailing Address and 21P Code Purposa of Disbursement Date (month, | Amount of Each

9 Durkin for U.S. Senate Re-election, state of | day.vea) |Disbursement This Period

P. 0. Box 1016 . . New Hampshire == _ i

ManChester, NH 03105 DT&D-:v—u-n;n( tar. GPrimary = Genersl i

Q Orher (specifv} . 9/19/80 ! 1,000.00

G. Full Name, Mailing Address snd 2IP Code Purpose of Disburement , . Date tmonth, ' .Amoum of Each

Dave Evans for Congress Committee Re-election, state of | dev.vear)  Disbursement This Period

P. 0. Box 417098 | IR ana et e ;

Indianapolis, IN 46241 ! Obursement for. “Prmary =~ Gererar . 9/10/80 @ 500.00

| i3 Ower tspecity) ; i

H. Full Name, Maling Address snd 2IP Code i+ Purpose of Disbursearent 1 Date tinonth, Amount of Each
Baldus for Congress Committee Al Baldus, 3rd Dist. . . day.year)  1Dnburwment Tha Period

P. 0. Box 41 ;uisumsin_.._._ N ) [
Menominee, W[ 54751 | Dsburssnent tor " Pumary T-Generdd . 9/11/80 ¢ 500.00
I : !

2 Oter specity )

1. Full Neme, Mailing Mdvo‘.amzw Code Purpsome of Distiurserr ey Uit tmgran, hmyunt 0! Each
Holpe forj Congress Committee Re-election, state of Hav. evar) Dibuiseinent Thi Perog
246 E. Kilgore PAERYGanS e s el = ;

Kalamazoo, MI 49001 FOntursanent for - birmary T Gonera 9/23/€0 i 500.00

' (s Orher tusecityd

SUBTOTAL of Disbursements This Paye (0pti0nat!

. e = - b e - ———

TOTYAL This Period (1ast page this line number unty .

] §,400.00
|
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JOHN SLABY, Phillips ® Citizens for ®

Chairperson Dave O b ey

Committee
P. O. Box 1322
Wausau, Wisconsin 54401

December 7, 1982

Mr. George O'Bea, Vice President

United Paperworkers International Union - PEP
Room 304

815 16th Street N.W.

Washington, D.C. 20006

Dear Mr. O'Bea:

Enclosed please find a check in the amount of $500 which
represents a refund of the United Paperworkers International
Union PEP's December 16, 1981 contribution to the Citizens for
Dave Obey Committee.

7 e

hn F. Spencer
reasurer

Authorized and Paid for by Citizens for Dave Obey Committee. John F. Spencer, Treas.. 512 N. 9th Ave., Wausau. Wis. 54401

A copy of our report is filed with the Federal Election Commission and is available for purchase from the Federal Election Commission.
Washington. D. C. 20463




CITIZENS FOR DAVE OBEY COMMITT 1609
CAMPAIGN FUND A
812 N. 9TH AVE. 82
WAUBAU, WIS. 54401 19 9-1181/780

abttor . UPIU-PEP , $ 500.00

Five hundred dollars and no/100- DOLLARS

PEODLES STATS BANK
m WAUSAU,
e WISCONSIN
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FEDERAL ELECTION COMMISSION

WASHINGTON. D.C 20463

December 9, 1982

Margaret E. McCormick
AFL-CIO Legal Department
Room 804

815 - 1l6th Street, N.W.
Washington, D.C. 20006

Re: MUR 1478
vear Ms. McCormick:

This is in response to your letter dated December 6, 1982,
requesting a 30 day extension of time to respond to the
Commission's reason to believe findings against your clients, the
United Paperworkers International Uniocn Political Education
Program and the United Paperworkers International Union. I have
reviewed your regquest and agree to a 30 day extension. The
responses of your clients are due, therefore, on January 6, 1983.

If you have any questions please contact Maura White at
523-4057.

Sincerely,

Charles N. Steele
General Counsel

Kerfneth A. Gross
Associate General Counsel
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MATLGRAM SERVICE TER
MIDDLETOWN, VA, ZWPUS Western

Union Ma lg l"'i!lﬂ

4e022548A33%7 12/03/82 1CS IPMMOZC MTN WSHB
0082% 6092342900 MOORESTNWN NJ 1203 0B00P EST

MAURA WHITE

OFFICE OF THE GENRAL COUNSEL
FEDERAL ELECTION COMMITTEE
1325 K SY NORTHAWEST
NASHINGTON DC 2046%

NUPE OF TELEPHONER TELEGRAM
{=00686S1337 12«07 1145 TLX UIU NAS NASHVILLE TN 12«0% 114SA ESY

I WANT T0O NOTIFY YOU THAT MARGARET E, MCCORMICK

IS HERERY DESIGNATED AS THE UNITED PAPERWORKERS INTERNATIONAL UNION
POLITICAL EDUCATION PROGRAM,!'S COUNSEL IN F,E.,C,

MUR 1478 , SHE IS AUTHORIZED TO RECEIVE ANY NOYIFICATIONS OR
COMMUNICATIONS FROM THE COMMISSION AND TO ACT ON TWE COMMIYTEE'S
REHALF BEFCRE THE COMMISSION, HER ADDRESS 1S ROOM 804 AFLCIN
LEGLL NEPARTHMEMT, B1S 16TH ST, NW , WASHINGYON DC, MHER
TELEPRUNE NUMBER 1S 20263753197,

NICHOLAS C, VRATARIC, SECRETARY=TREASURER

UNIYED PAPERWJORKERS TNTERNATIONAL UNTON

DS 4

22:21 ESTY

MGUCNMP

TO REPLY BY MAILGRAM MESSAGE, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS
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American Federati’ of Labor and Congress of ,dustrial Organizations

815 Sixteenth Street, N.W. LANE KIRKLAND PRESIDENT THOMAS R. DONAHUE SECRETARY-TREASURER
Washington, D.C. 20008
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December 6, 1982

Ms. Maura White

Office of the General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Re: FEC MUR 1478
Dear Maura:

As the attached statement indicates, I have just been designated as the
counsel for the United Paperworkers International Union and the United
Paperworkers International Union Political Education Program (hereinafter
"respondents”) in the above-referenced matter. Respondents' reply to the Federal
Election Commission's November 19, 1982 notice that the Commission has
determined that there is reason to believe that respondents have violated the
Federal Election Campaign Act of 1971, as amended, is presently due on December
7, 1982. This letter is to request an extension of that date to and including
Thursday, January 6, 1983. The basis for this request is that due to the number and
nature of the alleged violations cited in the Commission's reason-to-believe notice,
it will be necessary for me to review a substantial number of documents (including
the Political Education Program's 1980 and 1981 FEC reports and amendments
thereto) prior to preparing a response. All of these documents are presently
located in Nashville, Tennessee, and must be sent to Washington before such review
can begin. It would thus be impossible for me to meet the present deadline for
respondents' reply to the Commission's reason-to-believe notice.

Please notify me immediately whether the General Counsel will grant this
request. I can be reached at 637-5397.

Sincerely,

mqumdé. MCCOYK;«CF'

Margaret E. McCormick
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UNITED PAPERWORKERS INTERNATIONAL UNION

POLITICAL EDUCATION PROGRAM

WAYNE E. GLENN NICHOLAS C. VRATARIC

President GEORGE H. O'BEA, JR. Secretary-Treasurer

Vice President-National Director

OF I T0N OF COUNSEL

NAME QF COUNSEL: Margaret E. McCormick, Esq.

ADDRESS: Room 804, AFL-CIO, 815 Sixteenth Street, N.W.
Washington, D.C. 20006

TELEPHONE: 202/637-5397 (office) 301/656-9612 (home)

5 &

The above-named individual is hereby designated as
Counsel for the United Paperworkers International Union
and the United Paperworkers International Union Political
Education Program in F.E.C. MUR 1478. Ms. McCormick is
authorized to receive any notifications and other com-
mmnications from the Commission and to act on behalf of
the United Paperworkers International Union and its
Political Education Program (PEP) before the Commission.

’
-t 1982
Date Signa

NAME: George H. 0'Bea, Jr.
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ABDRESS: 815 16th Street, N.W.
Washington, D.C. 20006

HOME PHONE: 703/860-8399
BUSINESS PHONE: 202/783-5238

Washington Office: AFL-CIO Bldg. - Suite 304 - 815 16th St. N.W., Washington, D.C. 20006 e Telephone: (202) 783-5239
ol
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FEDERAL ELECTION COMMISSION

WASHINCTON, D.C 20463

November 19, 1982

Wayne E. Glenn, President

United Paperworkers International Union
702 Church Street

P.O. Box 1475 ,

Nashville, Tennessee 37202

Re: MUR 1478
Dear Mr. Glenn:

On November 16, 1982, the Federal Election Commission
determined that there is reason to believe that the United
Paperworkers International Union violated 2 U.S.C. § 441b(a),

a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"), and 11 C.F.R. § 102.5(a) (1) (i). 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.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Union, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation. Of course,
this does not preclude the settlement of this matter through
conciliation prior to a finding of probable cause to believe if
you so desire. See 1l C.F.R. § 11l1.18(d).

If you intend to be represented by counsel in this matter,

please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,




Letter to Wayne E. Glenn .
Page 2 :

and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

The investigation now being conducted will be
confidential 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 Maura White, the staff member assigned to
this matter, at 202-523-4057.

Sincerely,

77¢) ./Q}
"™~ 44;7 Z J 3’*
DANN McDONALD
] Vice Chairman

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement

83040400
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GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

FEDERAL ELECTION OOMHISS§!!'

RESPONDENT United Paperworkers International MOR 1478
Onion STAFF MEMBER
& TEL. NO.
White
202-523-4057

INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

This matter involves the commingling of voluntary and non-
voluntary funds by the United Paperworkers International Union
Political Education Program ("PEP") and the United Paperworkers
International Union ("U.P.I.U.") in violation of 2 U.S.C.

§ 441b(a) and 11 C.F.R. § 102.5(a)(1l)(i), a contribution to a
federal candidate by the U.P.I.U. in violation of 2 U.S.C.
§ 441b(a), and a violation of 2 U.S.C. § 441b(a) by the U.P.I.U.

in connection with an advertisement in the Maine Sunday Telegram.

FACTUAL AND LEGAL ANALYSIS

B 1R The Facts
(a) Commingling of Voluntary and Non-Voluntary Funds
The 1980 October Quarterly Report of PEP disclosed a

contribution to the Committee on Political Education, AFL-CIO,




on September 26, 1980, which totalled $25,000. 1/ A Request for
Additional Information ("RFAI"), questioning whether this

constituted an excessive contribution, was mailed to PEP on

August 26, 1981, and a second notice was sent on Septeﬁber 18,

1981. In a response dated September 23, 1981, PEP's treasurer

stated that the contribution was made through secretarial error
from PEP's funds, instead of the union's general fund, and that
the $25,000 would be reimbursed to PEP from the union's general
fund.
A telephone conversation was initiated by a staff member of
the Reports Analysis Division on October 6, 1981, to inform the
treasurer that the transfer of funds described in his September

23, 19281, letter was impermissible, since voluntary and non-

voluntary dollars would be commingled. The treasurer stated that
voluntary and non-voluntary dollars would not be commingled in
that the transfer from the union's general account to PEP would
be deposited in their educational/treasury ("non-voluntary")
account. He explained that PEP maintains two bank accounts, a

non-voluntary account and a voluntary account, and that voluntary
contributions from local unions' members are deposited into the

voluntary account.

1/ The $25,000 contribution to the AFL-CIO COPE was not
reported by the AFL-CIO's registered political committee as being
received and appears to have been designated to a non~Federal

educational account.



An additional amendment to the October Quarterly Report,
dated October 7, 1981, confirmed the existence of the voluntary
and non-voluntary accounts maintained by PEP. 2/ The response
explained that the two funds are kept in separate bank-accounts,
and copies of blank checks evidencing the existence of the two
accounts were submitted. The letter also stated that any money
which is received but which is not clearly spelled out as
voluntary money is automatically put into the educational account
("non-voluntary"), and the two accounts are not commingled. (But
See below).

On October 15, 1981, PEP's treasurer was informed by
telephone by staff of the Reports Analysis Division that it would
not be necessary to continue reporting the activity of the non-
voluntary account, and that the 1981 Year End Report should not
include this activity. On November 4, 1981, an RFAI was sent on
the amended October Quarterly Report to obtain more specific
information on the usage of the non-voluntary account. 1In
addition, RFAI's were sent on the 1980 July Quarterly, 30 Day
Post-General and amended Year End Reports to request the proper

categorization of receipts. Responses were not received and,

2/ According to the treasurer, the amendment "shows a deletion
of the $25,000 contribution issued to COPE." The treasurer
further explained that while "the Union Executive Board voted to
make a contribution of $25,000 to COPE out of the Union's General
Fund for educational purposes,”" the check was erroneously "issued
on the UPIU Political Education Program from its Educational
Account (non-voluntary)." 1Included with the response was a copy
of a $25,000 check, dated September 25, 1981, drawn on the
account of the United Paperworkers International Union

("U.P.I.U."), apd payable to the Political Education Program.




therefore, a second notice was mailed cn November 27, 1981, for
all four reports.

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End
Reports on February 16, 1982. The receipt of non-voluntary funds
was reported separately on Line 17 ("other receipts"), and
supporting Schedule B'é for Line 21 ("contributions to federal
candidates and other political committees") were amended to show
which disbursements were made from the non-voluntary account and
voluntary account. However, PEP did not specifically note on
Schedule B for Line 21, Page 2 of the October Quarterly Report,
which account was used to make contributions to nine federal
candidates totalling $5,400. 3/ Furthermcre, PEP did not clarify
whether other reports disclosed activity from both accounts.

The three reports filed by PEP during 1981, the Mid-Year
Report (1/1/81 - 6/30/81), October 15 Report (6/30/81 - 9/30/81),
and the Year-End Report (10/1/81 - 12/31/8l1), included the
eactivity of both of PEP's accounts. The Year-End Report also
disclosed a $500 contribution to the Citizens for David Obey
Committee (candidate for U.S. Congress, 7th District of

Wisconsin) from PEP's non-voluntary account, dated December 16,

3/ A letter accompanying the 1980 October Quarterly amendment
stated that with respect to the filing, the receipts had been
separated according to the two funds and that "[a])ll funds
deposited in both accounts have been deposited and disbursed in
accordance with the FEC regulations."
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1981. 4/

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, including a
discrepancy between the beginning cash figure of this ieport.and
the ending cash figure of the Year End Report. On June 30, 1982,
RFAI's were sent to PEP regarding its 1981-82 reports which, among
other things, advised the committee to delete the non-voluntary
account from its reports, and to request a full refund from the
Citizens for David Obey Committee because the contribution to
that committee appeared to have been made from PEP's non-
voluntary account.

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's. During the conversation, the
representative stated that the contribution to the Citizens for
David Obey Committee was erroneously made from the non-voluntary
fund, and that the discrepancy between cash-on-hand figu;es was a
result of PEP's accounting system for depositing transfers from
local unions. With respect to the latter point, the
representative explained that undesignated transfers from local
unions are deposited into the non-voluntary account. A transfer
to the voluntary account is made if it is subsequently determined
that the funds were intended to be designated for the voluntary

account. In addition, the representative stated that rather

4/ The Citizens for David Obey Committee reported the receipt
of a $500 contribution from PEP on December 22, 1981.




than requesting a refund of $500 from the Citizens for David Obey
Committee, PEP would prefer to transfer $500 from the voluntary
to the non-voluntary account.

Staff of the Reports Analysis Division initiated a follow-up
conversation with PEP representatives on July 12, 1982, in order
to'suggest procedures for rectifying the problems, and
recommended that an escrow account be established for the purpose
of depositing undesignated transfers from local unions which
would provide PEP with a ten day period to determine into which
account (i.e., voluntary or non-voluntary) the funds should be
deposited. PEP was also advised that instead of transferring $500
from the voluntary to the non-voluntary account, it should seek a
refund of the contribution directly from the Citizens for David
Obey Committee.

Amendments to the 1981-82 reports were received at the
Commission on July 20, 1982. As suggested in the RFAI's, the
non-voluntary account activity was deleted from PEP's reports.,
After deleting the activity of this account, PEP's 1981 July
Quarterly Report no longer reflects a disbursement ($830.54) to
the Sheraton-Carlton Hotel on May 21, 1981, for a "luncheon for
Sen. George Mitchell, Maine," thereby sugcgesting that this

disbursement was made from PEP's non-voluntary account.




(b) Disbursements related to Senator Kennedy's Presidential
bid.

The 1980 April Quarterly and July Quartefly Reports of PEP
reported five disbursements apparently related to Senator
Kennedy's Presidential campaign. One of the disburseménts, dated
January 8, 1980, is reported as a direct $2,000 contribution to
the Kennedy for President Committee. The other disbursements
were reported as follows: $1,517.04 on January 23, 1980, to

"Maine Sunday Telegram, Kennedy Campaign Headquarters, 13

Columbia Street, Augusta, Maine," for "cost of political ad in
support of Kennedy sent to our members"; $500 on February 22,
1980, to "UPIU Local 75 Labor Committee for Kennedy" for "support
for Ted Kennedy"; $3,000 on April 22, 1980, to the U.A.W.
International Union for "New Hampshire Labor for Kennedy
Literature"; and, $237 on April 16, 1980, to Bronwal Printing for
"Kennedy Four Point Brochure for our members in Illinois."

On June 17, 1981, the Reports Analysis Division mailed an
RFAI to PEP which notified them that the five disbursements
discussed above, when aggregated, appeared to exceed the limits
of 2 U.S.C. § 44la. The RFAI noted that some of the "expenditures
appear to be made on behalf of Senator Kennedy's Presidential Campaign
as contributions in-kind advocating the election of a clearly

identified candidate." By letter dated June 25, 1981, the treasurer




o
()

83040

of PEP responded to the RFAI and described in greater detail the
purpose of four of the disbursements and suggésted that they
constitute communication costs which are exempt from the
definition of contribution and expenditure pursuant to 11 C.F.R.
§ 114.1(a). With respect to the disbursement to the U.A.W,
International Union, the treasurer stated that several unions
jointly printed some literature for distribution to their
respective members, and that it was not given to any committee.
The disbursement to Bronwal Printing was explained as "the
printing of a letter sent to U.P.I.U. members only in Illinois,"

and the disbursement to the Maine Sunday Telegram as "an

advertisement taken out addressed to U.P.I.U. members urging
them to elect precinct delegates.” Finally, the disbursement to
U.P;I.U. Local 75 was described as being "strictly used for
transporting our (U.P.I.U.) members to the polls.” On October
14, 1981, the director of PEP informed a staff member of the
Reports Analysis Division by telephone that the communication
costs disclosed in PEP's reports had been paid for with non-
voluntary funds. An amendment to PEP's July 15, 1980, Quarterly
Report (filed on February 16, 1982), however, lists the
disbursement to Bronwal Printing ($237) as having been made from

PEP's voluntary account. 5/

5/ The amendment reported the $3,000 disbursement to the U.A.W.
International Union on April 22, 1980, as having been drawn on
the non-voluntary account,




2. The law applicable

A political committee which finances activity in connection
with both federal and non-federal elections may establish a
separate federal account into which only funds subject to the
prohibitions.and limitations of the Act may be deposited. Ail
disbursements, contributions, expenditures and transfers by the
committee in connection with any federal election shall be made
from its federal account. No transfers may be made to such
federal account from any other account maintained by such
organization for the purpose of financing activity in connection
with non-federal elections. 1l C.F.R. § 102.5(a) (1) (i).

Pursuant to 2 U.S.C. § 441b(a), a labor organization may not
make a contribution or expenditure in connection with any
election at which presidential and vice presidential electors or a
Senator or a Representative in Congress are to be voted for, or
in connection with any primary election or political convention

or caucus held to select candidates for any of the foregoing
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offices.

For purposes of 2 U.S.C. § 441b(a), the term "contribution
or expenditure" is defined at 2 U.S.C. § 441b(b) (2) and 11 C.F.R.
§ 114.1(a)(l) to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money or
anything of value to any candidate, campaign committee, political

party or committee, organization, or any other person in




connection with a federal election. The term "contribution or
expenditure” does not include communications by a labor
organization to its members on any subject. 2 U.S.C. § 441b(b)
(2) (A) and 11 C.F.R. § 1ll4.1(a)(2) (i).

Section 431(9) (B) (iii) of Title 2, United States Code,

provides that the term "expenditure" does not include any
communication by any membership organization to its members if
such membership organization is not organized primarily for the
purpose of influencing the nomination for election, or election,
of any individual to Federal office, except that the costs
incurred by a membership organization (including a labor
organization) directly attributable to a communication expressly
acdvocating the election or defeat of & clearly identified
candidate (other than a communication devoted to subjects other
than the express advocacy of the election or defeat of a clearly
identified candidate), shall, if such costs exceed $2,000 for any
election, be reported to the Commission in accordance with

2 U.S.C. § 434(a) (4)(A)(i).

As set forth at 11 C.F.R. § 114.3(a), a labor organization
may make partisan communications in connection with a federal
election to its members and their families. The manner in which
partisan communications may be made includes, but is not limited

to, the distribution of printed material of a partisan nature




by a labor organization to its members and their families,
provided that the material is produced at the expense of the
labor organization or its separate segregated fund, and that the
material constitutes a communication of the views of the labor
organization and is not simply the republication or reproduction
in whole or in part, oﬁ any broadcast transcript or tape or any
written, graphic, or other form of campaign materials prepared by
the candidate, his or her campaign committees, or their
authorized agents. 11 C.F.R. § 114.3(c) (1) (i) and (ii).
Partisan communications may also include a labor organization's
transportation of its members and their families to the polls.
1T CoRR. §114.3:(c)i(e):

The term "contribution" is defined at 2 U.S.C. § 431(8) (A)
to include any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of
influencing any election for federal office. The term
"expenditure"” is defined at 2 U.S.C. § 431(9)(A) to include any
purchase, payment, distribution, loan, advance, deposit, or gift
of money or anything of value, made by any person for the purpose
of influencing any election for federal office.

As set forth at 2 U.S.C. § 44la(a) (2) (A) no multicandidate
political committee shall made contributions to any candidate and
his authorized political committees with respect to any election

for federal office which, in the aggregate, exceed $5,000.
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3i Application of the law to the commingling problem.

The first issue involved herein, concerning the commingling
of funds, arises from the fact that PEP maintains two accounts --
a voluntary account, which is used to finance federal élections,
and a non-voluntary account which appears to be used in
substantial part to support state and local candidates. While
PEP may maintain two separate accounts, PEP may not transfer
funds from its non-voluntary account into its voluntary account.
PEP, however, uses its non-voluntary account as an informal
"escrow" account to hold funds from local unions' members which
are undesignated; if it is subsequently determined that the funds
represent voluntary contributions, they are transferred to the
voluntary account. Such activity constitutes the commingling of
unidn and voluntary funds and the impermissible transference of
funds, in violation of 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a) (1) (i). As PEP has been reporting the activity of both
of its accounts since at least 1980, this commingling would seem
to have commenced sometime prior to 1980, and appears to be
current practice as well. Hence, the General Counsel recommends
that the Commission find reason to believe that the U.P.I.U. and
PEP have violated 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a) (1) (i).
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4. Application of the law to the disbursements to candidates
from the non-voluntary account

The informaztion available thus for indiéates that the non-
voluntary account of PEP was used to contribute to at least one
federal candidate, David Obey.. Which of PEP's two acéounts was

PE?

has acknowledged that its non-voluntary account was the source of

‘the funds which were contributed to the Obey campaign. Although

PEP has offered to transfer an amount ecual to the Obgy
contribution from its voluntary account to its non-voluntary
account, it is not clear whether such has occurred. (PEP has not
reported a refund from Citizens for David Obey). It is the
position of the General Counsel that the refuné of the
contribution or the transfer of funds between PEZP's two accounts,
would serve only to mitigate the vioclation. 1In that the non-
voluntary account is comprised of union funds and such funds weré
contributed to the Obey campaign, there is reason to believe, in
s G
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With regard to the disbursement from the non-voluntary

fund for a luncheon for Senator Mitchell, the Commission determined

that there is reason to believe that the U.P.I.U. violated

2 U.S.C. § 441b by making a contribution

in connection with a

federal election. Although the Mitchell for Senate Committee

did not report the receipt of an in-kind contribution from PEP,

Senator Mitchell was an announced candidate at the time of

the luncheon.

Application of the law to the $25,000 transfers.

- As to the initial transfer of $25,000 to the AFL-CIO COPE

from PEP, such a transfer appears to have been permissible as the
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=) co to the separate segrecated fund of the AFL-CIO. The

subseguent reimbursement made by the U.P.I.U. to PEP also appears

to have been permissible since the funcds were deposited into PEP's

non-voluntary account.

5. replication cf the law to the disbursements in connection

Ixd
-

with the presidential campaign of Senatc:r Xennedy

Althouch contracictory information has been provided by PEP,

EP appears to have race disbursements from beth its veluntary

and non-voluntary account in connection with Senator Kennedy's

presidential bid. In the General Counsel's view, the

éisbursements frcem PEP's voluntary account were permissible, and

one of the three disbursements from the non-volunary account was

not.
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As discussed above, PEP used its voluntary account to make a

direct contribution to the Kennedy campaign ($2,000) and to pay
($237) for the distribution of pro-Kennedy literature to U.P.I.U.

members. The General Counsel's position as to the permissibility

of these disbbrsements, reflects the ezpparent fact that PEP's

$5,000 contribution limitation to the 1980 Kennedy campaign had
not been exceeded and that only funds subject to the limitations
and prohibitions of the Act were used for these disbursements. 6/
While it is clear that PEP made a "contribution” pursuant to
2 U.S.C. § 431(8) (A) of $2,000 and such counts against its
contribution limitation, there is no evidence at this juncture
that there was any coordination with the Kennedy campaign
regarding the $237 disbursement and that it is therefore subject
to limitation as an in-kind contribution. 1In any event, PEP's
contribution limitation would still not have been exceeded. Nor
is there any evidence at this juncture that the $237 disbursement
involved "express advocacy" such that it would have to be
reported by PEP on Schedule E rather than Schedule B. The
disbursement was in fact reported.

With respect to the three disbursements relating to Senator

Kennedy's candidacy which were made from PEP's non=-voluntary

6/ PEP was a qualified multicandidate committee at the time the
contribution involved herein was made.

The FEC "G" Index of the Kennedy for President Committee
lists the receipt of only a $2,000 contribution from PEP, and a
review of PEP's reports did not reveal any other contributions to
the Kennedy for President Committee.
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account containing union funds, PEP claims that the disbursements
were used to finance communications to U.P.I.U, members and that
they therefore are not subject to the limitations of 2 U.S.C.

§ 44lb(a). While the disbursements to the U.A.W. International
Union and to'U.P.I.U. Local #75 appear to have been for exemﬁt
partisan communications pursuant to 2 U.S.C. § 441b(b) (2) (A) and
11 C.F.R. § 114.3(a) 7/, it is the view of the General Counsel
that there is reason to believe that the third disbursement at

issue, apparently to the Maine Sunday Telegram, involves a

violation of 2 U.S.C. § 441b(a) by the U.P.I.U.

3

Two factors are involved herein -- whether the disbursement

to the Maine Sunday Telegram is in fact "in connection with any

O
o

primary election or political convention or caucus held to select

i

candidates” under 2 U.S.C. § 441b(a), and, if so, whether it
should be considered exempt from the definition of expenditure
pursuant to 2 U.S.C. § 441b(b) (2) (A). The disbursement to the

Maine Sunday Telegram apparently financed an ad which urged the

3 04090

election of precinct delegates supporting Senator Kennedy. 8/

)
]

1/ These disbursements were for the distribution of pro-Kennedy
literature to U.P.I.U. members, and the transportation of
U.P.1.U. members to the polls.

8/ PEP's initial reporting of this disbursement listed the
purpose as the "cost of a political ad in support of Kennedy sent
to our members." It was the June 25, 1981, letter from the
treasurer that described this as "an advertisement taken out
addressed to U.P.I.U, members urging them to elect precinct
delegates."
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In Maine the Democratic Party is structured such that precinct
delegates, upon election at the local caucuses, proceed to the
state convention where they elect delegates to the national

nominating convention. 9/ The term "primary election" is defined

at 11 C.F.R. S 100.2(c) (3) to include "an election which is ﬁeld

to select delegates to a national nominating convention." Since
the precinct delegate elections select delegates to the state
democratic convention in Maine which, in turn, will select
delegates to the national nominating convention which has
authority to nominate a presidential candidate, the U.P.I.U.'s
payment for an ad urging the election of precinct delegates is a
payment made "in connection with any primary election or
political convention or caucus held to select candidate," in the
General Counsel's view. See Advisory Opinion 1979-7, 1 Federal

Election Campaign Financing Guide (CCE) ¢ 5396, at 10,408 (1979)

(payments by corporation or labor organization for an
"“Affirmative Action Program" in selecting delegates to the
national nominating convention would be prohibited); Advisory

Opinion 1980-28, 1 Federal Election Campaicn Financing Guide

(CCH), ¢ 5477 at 10,538 (1980) (payment by local party committee
for newspaper advertising which advocates the selection of
certain delegates to attend the Republican National Convention is

an expenditure under the Act.)

9/ Democratic caucuses are held during February of a
presidential election year in Maine. The Democratic Party does
not conduct a presidential preference primary in Maine.
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As to the second factor, it is the position of the General
Counsel that the expenditure is subject to the prohibitions of
the Act and does not involve an exempt communication by the

U.P.I.U. to its members. General treasury monies may be used to

finance partisan communications, but such communications may only

reach union members and their families. Although the instant ad
may have been aimed at union members, it reached beyond membership
to the general public as the ad was placed in a general
circulation newspaper. Thus, the expenditure does not appear to
fall within the exemption of 2 U.S.C. § 441b(b) (2) (A). See

Advisory Opinion 1978-102, 1 Federal Election Financing Guide -

(CCx), ¢ 3397, at 10,410 (1979). Accorcdingly, the General Counsel
recommends that the Commissicn £ind reazscn to believe that the
U.P.I.U. violated 2 U.S.C. § 441b(a) by making an expenditure in

connection with a federal election. 10/

10/ PEP's initial repecrting of this expenditure suggested a
connection with the Kennedy campaign; however, information
subsequently provided does not indicate that an an-kind
contribution is involved.




FEDERAL ELECTION COMMISSION

WASHINCTON, D.C. 20463

November 19, 1982

Nicholas C. Vrataric, Secretary-Treasurer

United Paperworkers International Union
Political Education Program

702 Church Street

P.O. Box 1475

Nashville, Tennessee 37202

Re: MUR 1478

Dear Mr. Vrataric:

On Novernber 16 , 1982, the Commission determined that there is
reason to believe that your committee, the United Paperworkers
International Union Political Education Program, violated
2 U.S.C. § 441b(a), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"), and 11 C.F.R.

§ 102.5(a) (1) (i). 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(4).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
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Letter to Nichola’C. Vrataric .
Page 2 :

notifications and other communications from the Commission.

The investigation now being conducted will be
confidential 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 Maura White, the staff member assigned to

‘this matter, at 202-523-4057.

Sincerely,

0) ﬁ?cpw

Vice Chalrman

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement
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GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

FEDERAL ELECTION COHHISS!!!

RESPONDENT United Paperworkers International MUR 1478
Union Political Education Program STAFF MEMBER
& TEL. m.
White
202-523-4057

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

This matter involves the commingling of voluntary and non-
voluntary funds by the United Paperworkers International Union
Political Education Program ("PEP") and the United Paperworkers
International Union ("U.P.I.U.") in violation of 2 U.S.C.

§ 441b(a) and 11 C.F.R. § 102.5(a)(l) (i), a contribution to a
federal candidate by the U.P.I.U. in violation of 2 U.S.C.
§ 441b(a), and a violation of 2 U.S.C. § 441b(a) by the U.P.I.U.

in connection with an advertisement in the Maine Sunday Telegram.

FACTUAL AND LEGAL ANALYSIS

1. The Facts
(a) Commingling of Voluntary and Non-Voluntary Funds
The 1980 October Quarterly Report of PEP disclosed a

contribution to the Committee on Political Education, AFL-CIO,




on September 26, 1980, which totalled $25,000. 1/ A Request for
Additional Information ("RFAI"), questioning whether this
constituted an excessive contribution, was mailed to PEP on
August 26, 1981, and a second notice was sent on Septeﬁber 18,
1981. In a response dated September 23, 1981, PEP's treasurer
stated that the contribution was made through secretarial error
from PEP's funds, instead of the union's general fund, and that
the $25,000 would be reimbursed to PEP from the union's general
fund.

A telephone conversation was initiated by a staff member of
the Reports Analysis Division on October 6, 1981, to inform the
treasurer that the transfer of funds described in his September
23, 1981, letter was impermissible, since voluntary and non-
voluntary dollars would be commingled. The treasurer stated that
voluntary and non-voluntary dollars would not be commingled in
that the transfer from the union's general account to PEP would
be deposited in their educational/treasury ("non-voluntary")
account. HKe explained that PEP maintains two bank accounts, a
non-voluntary account and a voluntary account, and that voluntary
contributions from local unions' members are deposited into the

voluntary account.

1/ The $25,000 contribution to the AFL-CIO COPE was not
reported by the AFL-CIO's registered political committee as being

received and appears to have been designated to a non-Federal
educational account.
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An additional amendment to the October Quarterly Report,
dated October 7, 1981, confirmed the existence of the voluntary
and non-voluntary accounts maintained by PEP. 2/ The response
explained that the two funds are kept in separate bank accounts,
and copies of blank checks evidencing the existence of the two
accounts were submitted. The letter also stated that any money
which is received but which is not clearly spelled out as
voluntary money is automatically put into the educational account
("non-voluntary"), and the two accounts are not commingled. (But
see below).

On October 15, 1981, PEP's treasurer was informed by
telephone by staff of the Reports Analysis Division that it would
nct be necessary to continue reporting the activity of the non-
voluntary account, and that the 1981 Year End Report should not
include this activity. On November 4, 1981, an RFAI was sent on
the amended October Quarterly Report to obtain more specific
information on the usage of the non-voluntary account. 1In
addition, RFAI's were sent on the 1980 July Quarterly, 30 Day
Post-General and amended Year End Reports to request the proper

categorization of receipts. Responses were not received and,

2/ According to the treasurer, the amendment "shows a deletion
of the $25,000 contribution issued to COPE." The treasurer
further explained that while "the Union Executive Board voted to
make a contribution of $25,000 to COPE out of the Union's General
Fund for educational purposes," the check was erroneously "issued
on the UPIU Political Education Program from its Educational
Account (non-voluntary)." 1Included with the response was a copy
of a $25,000 check, dated September 25, 1981, drawn on the
account of the United Paperworkers International Union

("U.P.I1.U."), and payable to the Political Education Program.




therefore, a second notice was mailed on November 27, 1981, for

all four reports.

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End

Reports on February 16, 1982, The receipt of non-voluntary funds
was reported separately on Line 17 ("other receipts"), and
supporting Schedule B's for Line 21 ("contributions to federal

candidates and other political committees") were amended to show

which disbursements were made from the non-voluntary account and

voluntary account. However, PEP did not specifically note on

Schedule B for Line 21, Page 2 of the October Quarterly Report,
which account was used to make contributions to nine federal

candidates totalling $5,400. 3/ Furthermore, PEP did not clarify

100

whether other reports disclosed activity from both accounts.

The three reports filed by PEP during 1981, the Mid-Year

Report (1/1/81 - 6/30/8l), October 15 Report (6/30/81 - 9/30/81),

and the Year-End Report (10/1/81 - 12/31/8l1), included the

activity of both of PEP's accounts. The Year-End Report also
disclosed a $500 contribution to the Citizens for David Obey
Committee (candidate for U.S. Congress, 7th District of

Wisconsin) from PEP's non-voluntary account, dated December 16,

3/ A letter accompanying the 1980 October Quarterly amendment
stated that with respect to the filing, the receipts had been
separated according to the two funds and that "[a]ll funds
deposited in both accounts have been deposited and disbursed in
accordance with the FEC regulations."




1981. 4/

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, including a
discrepancy between the beginning cash figure of this report.and
the ending cash figure of the Year End Report. On June 30, 1982,
RFAI's were sent to PEP regarding its 1981-82 reports which, among
other things, advised the committee to delete the non-voluntary
account from its reports, and to request a full refund from the
Citizens for David Obey Committee because the contribution to
that committee appeared to have been made from PEP's non-
voluntary account.

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's. During the conversation, the
representative stated that the contribution to the Citizens for
David Obey Committee was erroneously made from the non-voluntary
fund, and that the discrepancy between cash-on-hand figures was a
result of PEP's accounting system for depositing transfers from
local unions. With respect to the latter point, the
representative explained that undesignated transfers from local
unions are deposited into the non-voluntary account. A transfer
to the voluntary account is made if it is subsequently determined

that the funds were intended to be designated for the voluntary

account., In addition, the representative stated that rather

4/ The Citizens for David Obey Committee reported the receipt
of a $500 contribution from PEP on December 22, 1981l.




than requesting a refund of $500 from the Citizens for David Obey
Committee, PEP would prefer to transfer $500 from the voluntary
to the non-voluntary account.

Staff of the Reports Analysis Division initiated a follow-up
conversation with PEP representatives on July 12, 1982, in order
to suggest procedures for rectifying the problems, and
recommended that an escrow account be established for the purpose
of depositing undesignated transfers from local unions which
would provide PEP with a ten day period to determine into which
account (i.e., voluntary or non-voluntary) the funds should be
deposited. PEP was also advised that instead of transferring $500
from the voluntary to the non-voluntary account, it should seek a
refund of the contribution directly from the Citizens for David
Obey Committee.

Amendments to the 1981-82 reports were received at the
Commission on July 20, 1982. As suggested in the RFAI's, the
non-voluntary account activity was deleted from PEP's reports.
After deleting the activity of this account, PEP's 1981 July
Quarterly Report no longer reflects a disbursement ($830.54) to
the Sheraton-Carlton Hotel on May 21, 1981, for a "luncheon for
Sen. George Mitchell, Maine," thereby suggesting that this

disbursement was made from PEP's non-voluntary account.




(b) Disbursements related to Senator Kennedy's Presidential
bid.

The 1980 April Quarterly and July Quarterly Reports of PEP
reported five disbursements apparently related to Senator
Kennedy's Presidential campaign. One of the disbursements, dated
January 8, 1980, is reported as a direct $2,000 contribution to
the Kennedy for President Committee. The other disbursements
were reported as follows: $1,517.04 on January 23, 1980, to

"Maine Sunday Telegram, Kennedy Campaign Headquarters, 13

Columbia Street, Augusta, Maine," for “"cost of political ad in
support of Kennedy sent to our members"; $500 on February 22,

1980, to "UPIU Local 75 Labor Committee for Kennedy" for "support

g

for Ted Kennedy"; $3,000 on April 22, 1980, to the U.A.W.

$)

International Union for "New Hampshire Labor for Kennedy

i

Literature"; and, $237 on April 16, 1980, to Bronwal Printing for

"Kennedy Four Point Brochure for our members in Illinois."

040

On June 17, 1981, the Reports Analysis Division mailed an

-
v

RFAI to PEP which notified them that the five disbursements

3

discussed above, when aggregated, appeared to exceed the limits

of 2 U.S.C. § 44la. The RFAI noted that some of the "expenditures
appear to be made on behalf of Senator Kennedy's Presidential Campaign
as contributions in-kind advocating the election of a clearly

identified candidate." By letter dated June 25, 1981, the treasurer
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of PEP responded to the RFAI and described in greater detail the
purpose of four of the disbursements and suggested that they
constitute communication costs which are exempt from the
definition of contribution and expenditure pursuant to 11 C.F.R.
§ 1ll4.1(a). With respect to the disbursement to the U.A.W.
International Union, the treasurer stated that several unions
jointly printed some literature for distribution to their
respective members, and that it was not given to any committee.
The disbursement to Bronwal Printing was explained as "the
printing of a letter sent to U.P.I.U. members only in Illinois,"

and the disbursement to the Maine Sunday Telegram as "an

advertisement taken out addressed to U.P.I.U. members urging
them to elect precinct delegates." Finelly, the disbursement to
U.P;I.U. Local 75 was described as being "strictly used for
transporting our (U.P.I.U.) members to the polls." On October
14, 1981, the director of PEP informed a staff member of the
Reports Analysis Division by telephone that the communication
costs disclosed in PEP's reports had been paid for with non-
voluntary funds. An amendment to PEP's July 15, 1980, Quarterly
Report (filed on February 16, 1982), however, lists the
disbursement to Bronwal Printing ($237) as having been made from

PEP's voluntary account. 5/

5/ The amendment reported the $3,000 disbursement to the U.A.W.
International Union on April 22, 1980, as having been drawn on
the non-voluntary account.




2% The law applicable
A political committee which finances activity in connection

with both federal and non-federal elections may establish a

separate federal account into which only funds subject to the

prohibitions and limitations of the Act may be deposited. All
disbursements, contributions, expenditures and transfers by the
committee in connection with any federal election shall be made
from its federal account. No transfers may be made to such
federal account from any other account maintained by such
organization for the purpose of financing activity in connection
with non-federal elections. 11 C.F.R. § 102.5(a) (1) (i).

Pursuant to 2 U.S.C. § 441b(a), a labor organization may not
make a contribution or expenditure in connection with any
election at which presidential and vice presidential electors or a
Senator or a Representative in Congress are to be voted for, or

in connection with any primary election or political convention

2740

or caucus held to select candidates for any of the foregoing

9

offices.

3

For purposes of 2 U.S.C. § 441b(a), the term "contribution
or expenditure" is defined at 2 U.S.C. § 441b(b)(2) and 11 C.F.R.
§ 114.1(a) (1) to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money or
anything of value to any candidate, campaign committee, political

party or committee, organization, or any other person in




connection with a federal election. The term "contribution or
expenditure” does not include communications by a labor
organization to its members on any subject. 2 U.S.C. § 441b(b)
(2) (A) and 11 C.F.R. § 114.1(a) (2) (i). "'

Section 431(9) (B) (iii) of Title 2, United States Code,

provides that the term "expenditure" does not include any
communication by any membership organization to its members if
such membership organization is not organized primarily for the
purpose of influencing the nomination for election, or election,
of any individual to Federal office, except that the costs
incurred by a membership organization (including a labor
organization) directly attributable to a communication expressly
advocating the election or defeat of a clearly identified
candidate (other than a communication devoted to subjects other
than the express advocacy of the election or defeat of a clearly
identified candidate), shall, if such costs exceed $2,000 for any
election, be reported to the Commission in accordance with

2 U.S.C. § 434 (a)(4)(Ar)(i).

As set forth at 11 C.F.R. § 1l4.3(a), a labor organization
may make partisan communications in connection with a federal
election to its members and their families. The manner in which
partisan communications may be made includes, but is not limited

to, the distribution of printed material of a partisan nature
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by a labor organization to its members and their families,
provided that the material is produced at the expense of the
labor organization or its separate segregated fund, and that the
material constitutes a communication of the views of the laber
organization and is not simply the republication or reproduction
in whole or in part, of any broadcast transcript or tape or any
written, graphic, or other form of campaign materials prepared by
the candidate, his or her campaign committees, or their
authorized agents. 11 C.F.R. § 114.3(c) (1) (i) and (ii).
Partisan communications may also include a labor organization's
transportation of its members and their families to the polls.
11 C.F.R. § 114.3(c) (4).

The term "contribution" is defined at 2 U.S.C., § 431(8) (Aa)
to inélude any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of
influencing any election for federal office. The term
"expenditure" is defined at 2 U.S.C. § 431(9) (A) to include any
purchase, payment, distribution, loan, advance, deposit, or gift
of money or anything of value, made by any person for the purpose
of influencing any election for federal office.

As set forth at 2 U.S.C. § 44la(a) (2) (A) no multicandidate
political committee shall made contributions to any candidate and
his authorized political committees with respect to any election

for federal office which, in the aggregate, exceed $5,000.
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3 Application of the law to the commingling problem.

The first issue involved herein, concerning the commingling
of funds, arises from the fact that PEP maintains two accounts --
a voluntary account, which is used to finance federal ;lections,
and a non-voluntary account which appears to be used in
substantial part to support state and local candidates. While
PEP may maintain two separate accounts, PEP may not transfer
funds from its non-voluntary account into its voluntary account.
PEP, however, uses its non-voluntary account as an informal
"escrow" account to hold funds from local unions' members which
are undesignated; if it is subsequently determined that the funds
represent voluntary contributions, they are transferred to the
voluntary account. Such activity constitutes the commingling of
unibn and voluntary funds and the impermissible transference of
funds, in violation of 2 U.S.C. § 441lb(a) and 11l C.F.R.

§ 102.5(a) (1) (i). As PEP has been reporting the activity of both
of its accounts since at least 1980, this commingling would seem
to have commenced sometime prior to 1980, and appears to be
current practice as well. Hence, the General Counsel recommends
that the Commission find reason to believe that the U.P.I.U. and
PEP have violated 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a) (1) (i).
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4. Application of the law to the disbursements to candidates
from the non-voluntary account

The information available thus for indiéates that the non-
voluntary account of PEP was used to contribute to at least one
federal candidate, David Obey.. Which of PEP's two acéounts was
ﬁsed to support nine other federal candidates is not known. PEP

has acknowledged that its non-voluntary account was the source of

‘the funds which were contributed to the Obey campaign. Although

PEP has offered to transfer an amount ecual to the Obey
contribution from its voluntary account to its non-voluntary
account, it is not clear whether such has occurred. (PEP has not
reported a refund from Citizens for David Obey). It is the
position of the GenerallCounsel that the refuné of the
contribution or the transfer of funds between PEP'S two accounts,
would serve only to mitigate the violation. 1In that the non-
voluntary account is comprised of union funds and such funds weré
contributed to the Obey campaign, there is reason to believe, in
the General Counsel's view, that the U.P.I.U. violated é U, S.C.

§ 441lb(a). ' -
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With regard to ﬁhe disbursement from the poﬁ;voluntary
fund for a luncheon for Senator Mitchell, the Commission determined
that there is reason to believe that the U.P.I.U. violated
2 U.S.C. § 441b by making a contribution in connection with a
federal election. Althouch the Mitchell for Senate Committee
did not report the receipt of an in-kind contribution from PEP,

Senator Mitchell was an announced candidate at the time of

the luncheon.

5. Application of the law to the $25,000 transfers.
As to the initiel transfer of $25,000 to the AFL-CIO COPE

from PEP, such a transfer appears to have been permissible as the

St o o - em Y. - - e & 3
was . Gfewnon 1she mon=volunsarf aciouti cf nd §ié not

go to the separate segrecated fund of the AFL-CIO. The
subsequent reimbursement made by the U.P.I.U. to PEP also appears

to have been permissible since the funés were deposited into PE?P's

non-voluntary account.
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5. 2pplication of the law to the cdisbursements in connection
with the presicdential campaign of Senatcr Xennedy

Although contracictery information has been provided by PEP,
PEP eppears to have nmacde cisbursements f£rom both its voluntary
and non-voluntary account in connection with Senator Kennedy's
oresidential bié. 1In the General Counsel's view, the
disbursements from ?EP'S voluntary account were permissible, and

one of the three disbursements from the non-volunary account was
Y

not.
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aAs discussed above, PEP used its voluntary account to make a
direct contribution to the Kennedy campaign ($2,000) and to pay
($237) for the distribution of pro-Kennedy literature to U.P.I.U.
members. The General Counsel's position as to the permissibility
of these disbursements, reflects the apparent fact that PEP'Ss
$5,000 contribution limitatioﬁ to the 1980 Kennedy campaign had
not been exceeded and that only funds subject to the limitations
and prohibitions of the Act were used for these disbursements. 6/
While it is clear that PEP made a "contribution" pursuant to
2 U.S.C. § 431(8) (A) of $2,000 and such counts against its

contribution limitation, there is no evidence at this juncture

that there was any coordination with the Kennedy campaign

regarding the $237 disbursement and that it is therefore subject
to limitatiofi as an in-kind contribution. 1In any event, PEP's
contribution limitation would still not have been exceeded. Nor
is there any evidence at this juncture that the $237 disbursement
involved "express advocacy" such that it would have to be
reported by PEP on Schedule E rather than Schedule B. The
disbursement was in fact reported.

With respect to the three disbursements relating to Senator

Kennedy's candidacy which were made from PEP's non-voluntary

6/ PEP was a qualified multicandidate committee at the time the
contribution involved herein was made.

The FEC "G" Index of the Kennedy for President Committee
lists the receipt of only a $2,000 contribution from PEP, and a
review of PEP's reports did not reveal any other contributions to
the Kennedy for President Committee.
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account containing union funds, PEP claims that the disbursements
were used to finance communications to U.P.I.U. members and that
they therefore are not subject to the limitations of 2 U.S.C.

§ 44lb(a). While the disbursements to the U.A.W. International
Union and to‘U.P.I.U. Local #75 appear to have been for exembt
partisan communications pursuant to 2 U.S.C. § 441b(b) (2) (A) and
11 C.F.R. § 114.3(a) 7/, it is the view of the General Counsel
that there is reason to believe that the third disbursement at

issue, apparently to the Maine Sunday Telegram, involves a

violation of 2 U.S.C. § 441b(a) by the U.P.I.U.
' Two factors are involved herein -- whether the disbursement

to the Maine Sunday Telegram is in fact "in connection with any

primary election or political convention or caucus held to select
candidates" under 2 U.S.C. § 441b(a), and, if so, whether it
should be considered exempt from the definition of expenditure
pursuant to 2 U.S.C. § 441b(b) (2) (A). The disbursement to the

Maine Sunday Telegram apparently financed an ad which urged the

election of precinct delegates supporting Senator Kennedy. 8/

7/ These disbursements were for the distribution of pro-Kennedy
literature to U.P.I1I.U. members, and the transportation of
U.P.I.U. members to the polls,

8/ PEP's initial reporting of this disbursement listed the
purpose as the "cost of a political ad in support of Kennedy sent
to our members." It was the June 25, 1981, letter from the
treasurer that described this as "an advertisement taken out
addressed to U.P.I.U. members urging them to elect precinct
delegates."
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In Maine the Democratic Party is structured such that precinct
delegates, upon election at the local caucuses, proceed to the
state convention where they elect delegates to the national
nominating convention. 9/ The term "primary election” .is defined
at 11 C.F.R. § 100.2(c) (3) to include "an election which is held
to select delegates to a national nominating convention.” Since
the precinct delegate elections select delegates to the state
democratic convention in Maine which, in turn, will select
delegates to the national nominating convention which has
authority to nominate a presidential candidate, the U.P.I.U.'s
payment for an ad urging the election of precinct delegates is a
payment made "in connection with any primary election or
political convention or caucus held to select candidate," in the
General Counsel's view. See Advisory Opinion 1979-7, 1 Federal

Election Campaign Financing Guide (CCE) ¢ 5396, at 10,408 (1979)

(payments by corporation or labor organization for an
"Affirmative Action Program"” in selecting delegates to the

national nominating convention would be prohibited); Advisory

Opinion 1980-28, 1 Federal Election Campaign Financing Guide

(CCH), ¢ 5477 at 10,538 (1980) (payment by local party committee
for newspaper advertising which advocates the selection of
certain delegates to attend the Republican National Convention is

an expenditure under the Act.)

9/ Democratic caucuses are held during February of a
presidential election year in Maine. The Democratic Party does
not conduct a presidential preference primary in Maine.
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As to the second factor, it is the position of the General
Counsel that the expenditure is subject tc¢ the prohibitions of

the Act and does not involve an exempt communication by the

U.P.I.U. to its members. General treasury monies may be used to

finance partisan comnunications, but such communications may only
reach union members and their families. Although the instant ad
may have been aimed at union members, it reached beyond membership
to the general public as the ad was placed in a general

circulation newspaper. Thus, the expenditure does not appear to

fall within the exemption of 2 U.S.C. § 441b(b) (2) (). See

Advisory Opinion 1978-102, 1 Federal Flection Financing Guide -

at 10,410 (1¢79). Accordingly, the Ceneral Counsel

reccrmends that the Commissicn £ind reascn teo believe that the

U.P.I1.U. violated 2 U.S.C 441b(a) by making an expenditure in
1

connection with a federa

§
election. 10/

10/ PBEP's: inltial fegortin £ this excenditure suggested
connection with the mpaign; however, information
subsecuently proviced .not indicaite that an an-kind
contribution is involved.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

United Paperworkers International
Union Political Education Program

United Paperworkers International
Union

CERTIFICATION

I, Marjorie W. Emmons, Recording Secretary for the Federal
Election Camission Executive Session on November 16, 1982, do
hereby certify that the Cammission took the following actions in

MUR 1478:

Decided by a vote of 5-0 to find reason to
believe that the United Paperworkers
International Union violated 2 U.S.C. §441b
in connection with the luncheon for Senator
Mitchell.

Decided by a vote of 5-0 to -

a) Find reason to believe the United
Paperworkers International Union
and the United Paperworkers
International Union Political
Education Program violated 2 U.S.C.
§441b(a) and 11 C.F.R. §102.5(a) (1) (i)
by transferring funds from an account
containing non-voluntary monies to an
acoount containing voluntary monies.

Find reason to believe the United
Paperworkers International Union
violated 2 U.S.C. §44lb(a) by
contributing to the Citizens for Obey
Committee.

(CONTINUED)




Certification for MUR 1478
November 16, 1982

c) Find reason to believe that the United
Paperworkers International Union
violated 2 U.S.C. §441b(a) in connection
with its advertisement in the Maine Sunday

Telegram.

d) Send appropriate letters pursuant to these
findings.

Commissioners Aikens, Harris, McDonald, McGarry, and Reiche
voted affirmatively for the decisions; Coamissioner Elliott was
not present at the time of the votes.

Attest:

11000/ P2 Mw.e_ I M

Date Marjorie W. Emmone
Secretary of the Camucs
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FEDERAL ELECTION COMMISSION

WASHINGTON. D € 20463

GENERAL COUNSEL

FROM: MARJORIE W. EMM&/ JAN SAVAGA\5

DATE: NOVEMBER 9, 1982

MEMORANDUM TO: CHARLES N. STEELE €//

SUBJECT: OBJECTION - MUR 1478 First General
Counsel's Report dated November 4, 1982

£

)

You were notified previously of an objection by

2

Commisssioner Harris.

Commissioner Aikens submitted an additional objection

(o)
()

on November 9, 1982 at 12:15.

This matter will be discussed in executive session

on November 16, 1982.

3040
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CHARLES N. STEELE, GENERAL COUNSEL

MARJORIE W. RANSCOM ﬁL
NOVEMBER 8, 1982

OBJECTION - MJR 1478 First General Counsel's
Report dated November 4, 1982; Received in
ocs, 11-4-82, 2:20

The above-named document was circulated to the Camnission on
November 5, 1982 at 2:00.

Camnissioner Harris submitted an objection at 11:03, November 8,
1982.

This matter will be placed on the agenda for the Executive

O
o
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O
N
o
A g
(o]
(5
)

Session of Tuesday, Noverber 16, 1982. A copy of Cammissioner

Harris' vote sheet with camments is attached.




48-HOUR BALLOT ‘

o € OF THE

Ol G0 ¢ g paN SECRET ERY

FEDERAL ELECTION COMMISSION .
WASHINGTON D C 20463 82 N(N 8 Al : 03

Date & Time Transmitted: FRIDAY, 11-5-82, 2:00

COMMISSIONER: McGARRY, AIRENS, McDONALD, ELLIOTT, REICHE, HARRIS

RETURN TO COMMISSION SECRETARY BY TyRSpDAY, NOVEMBER 9,1982, 2:00

SUBJBCT: MUR 1478 PFirst General Counsel's Report
dated November 4, 1982

( ) I approve the recommerdation in the attached report.
(V) I cbject to the recammendation.

cENTS: @ ity Gan Ol W SR_ L u\l;e%\we?;__
QW_

pate: (|- 8 - B2 Signature; Mowes. €. H-arma,

ALL BALICTS MUST EE SIGNED AND DATED. PLEASE RETURN ONLY THE BALLOT TO THE

COMMISSICN SECRETARY. PLEASE RETURN THE BALIOT NO LATER THAN THE DATE AND

TIME SHOWN ABCVE. -

From the Office of the Commission Secretary




November 4, 1982

MEMORANDUM TO: Marjorie W. Emmons
FROM: Phyllis A. Kayson

SUBJECT : MUR 1478

Please have the attached First General Counsel's Report

distributed to the Commission on a 48 hour tally basis.

Thank you.

Attachment

cc: White




® SENSITIVE

..
CFFICE OF T
FEDERAL ELECTION COMMISEIMMS: & .- .,

FIRST GENERAL mm'sﬂm b 20

DATE AND TIME OF TRANSMITTAL MOR 1478
BY OGC TO THE COMMISSION ))-4/-8 STAPF White

SOURCE OF MODR:

INTERNALLY GENERATED

RESPONDENTS®' NAMES: United Paperworkers International Union
Political Education Program; United
Paperworkers International Union

RELEVANT STATUTE: 2 U.S.C. § 441b(a)
2 U.,S.C. § 441b(b) (2) (A)

INTERNAL REPORTS CHECKED: Public records

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER

The United Paperworkers International Union Political
Education Program ("PEP") was referred to the Office of General

Counsel by the Reports Analysis Division for an apparent

violation of 2 U.S.C. § 44lb(a) resulting from the commingling of

040400 2

voluntary and non-voluntary funds. Another matter involving

disbursements from PEP's non-voluntary account was also

incorporated into this matter during Executive Session on

September 29, 1982. (Attachments 1 and 2).

FACTUAL AND LEGAL ANALYSIS

X,

The Facts
(a) Commingling of Voluntary and Non-Voluntary Funds
The 1980 October Quarterly Report of PEP disclosed a

contribution to the Committee on Political Education, AFL-CIO,



on September 26, 1980, which totalled $25,000. 1/ A Request for

Additional Information ("RFAI"), questioning whether this
constituted an excessive contribution, was mailed to PEP on
August 26, 1981, and a second notice was sent on September 18,
1981. 1In a response dated September 23, 1981, PEP's treasurer

stated that the contribution was made through secretarial error
from PEP's funds, instead of the union's general fund, and that
the $25,000 would be reimbursed to PEP from the union's general
fund.

A telephone conversation was initiated by a staff member of

g the Reports Analysis Division on October 6, 1981, to inform the
o treasurer that the transfer of funds described in his September
-~ 23, 1981, letter was impermissible, since voluntary and non-

o voluntary dollars would be commingled. The treasurer stated that
~ voluntary and non-voluntary dollars would not be commingled in

i that the transfer from the union's general account to PEP would
A\

be deposited in their educational/treasury ("non-voluntary")

3

account. He explained that PEP maintains two bank accounts, a
non-voluntary account and a voluntary account, and that voluntary
contributions from local unions' members are deposited into the

voluntary account.

1l/ The $25,000 contribution to the AFL-CIO COPE was not
reported by the AFL-CIO's registered political committee as being
received and appears to have been designated to a non-Federal

educational account.
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An additional amendment to the October Quarterly Report,
dated October 7, 1981, confirmed the existence of the voluntary
and non-voluntary accounts maintained by PEP. 2/ The response
explained that the two funds are kept in separate bank accounts,
and copies of blank checks evidencing the existence of the two
accounts were submitted. The letter also stated that any money
which is received but which is not clearly spelled out as
voluntary money is automatically put into the educational account
("non-voluntary®), and the two accounts are not commingled. (But
see below).

On October 15, 1981, PEP's treasurer was informed by
telephone by staff of the Reports Analysis Division that it would
not be necessary to continue reporting the activity of the non-
voluntary account, and that the 1981 Year End Report should not
include this activity. On November 4, 1981, an RFAI was sent on
the amended October Quarterly Report to obtain more specific
information on the usage of the non-voluntary account. 1In
addition, RFAI's were sent on the 1980 July Quarterly, 30 Day
Post-General and amended Year End Reports to request the proper

categorization of receipts. Responses were not received and,

2/ According to the treasurer, the amendment "shows a deletion
of the $25,000 contribution issued to COPE." The treasurer
further explained that while "the Union Executive Board voted to
make a contribution of $25,000 to COPE out of the Union's General
Fund for educational purposes," the check was erroneously "issued
on the UPIU Political Education Program from its Educational
Account (non-voluntary)." Included with the response was a copy
of a $25,000 check, dated September 25, 1981, drawn on the
account of the United Paperworkers International Union

("U.P.1.U."), and payable to the Political Education Program.,
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therefore, a second notice was mailed on November 27, 1981, for
all four reports.

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End
Reports on February 16, 1982. The receipt of non-voluntary funds
was reported separately on Line 17 ("other receipts"), and
supporting Schedule B's for Line 21 ("contributions to federal
candidates and other political committees") were amended to show
which disbursements were made from the non-voluntary account and
voluntary account. However, PEP did not specifically note on
Schedule B for Line 21, Page 2 of the October Quarterly Report,
which account was used to make contributions to nine federal
candidates totalling $5,400. 3/ Furthermore, PEP did not clarify
whether other reports disclosed activity from both accounts.

The three reports filed by PEP during 1981, the Mid-Year
Report (1/1/81 - 6/30/81), October 15 Report (6/30/81 - 9/30/81),
and the Year-End Report (10/1/81 - 12/31/81), included the
activity of both of PEP's accounts. The Year-End Report also
disclosed a $500 contribution to the Citizens for David Obey
Committee (candidate for U.S. Congress, 7th District of

Wisconsin) from PEP's non-voluntary account, dated December 16,

374 A letter accompanying the 1980 October Quarterly amendment
stated that with respect to the filing, the receipts had been
separated according to the two funds and that "[a]ll funds
deposited in both accounts have been deposited and disbursed in
accordance with the FEC regulations."




1981. 4/

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, including a
discrepancy between the beginning cash figure of this report and
the ending cash figure of the Year End Report. On June 30, 1982,
RFAI's were sent to PEP regarding its 1981-82 reports which, among
other things, advised the committee to delete the non-voluntary

account from its reports, and to request a full refund from the

’
A

Citizens for David Obey Committee because the contribution to

I

that committee appeared to have been made from PEP's non-

2

voluntary account.

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's. During the conversation, the
representative stated that the contribution to the Citizens for

David Obey Committee was erroneously made from the non-voluntary

o
(@]
=T
o
T
c

fund, and that the discrepancy between cash-on-hand figures was a

4
(9]

result of PEP's accounting system for depositing transfers from

local unions. With respect to the latter point, the
representative explained that undesignated transfers from local
unions are deposited into the non-voluntary account., A transfer
to the voluntary account is made if it is subsequently determined
that the funds were intended to be designated for the voluntary

account. In addition, the representative stated that rather

4/ The Citizens for David Obey Committee reported the receipt
of a $500 contribution from PEP on December 22, 1981.
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than requesting a refund of $500 from the Citizens for David Obey
Committee, PEP would prefer to transfer $500 from the voluntary
to the non-voluntary account.

Staff of the Reports Analysis Division initiated a follow-up
conversation with PEP representatives on July 12, 1982, in order
to suggest procedures for rectifying the problems, and
recommended that an escrow account be established for the purpose
of depositing undesignated transfers from local unions which
would provide PEP with a ten day period to determine into which
account (i.e., voluntary or non-voluntary) the funds should be
deposited. PEP was also advised that instead of transferring $500
from the voluntary to the non-voluntary account, it should seek a
refund of the contribution directly from the Citizens for David
Obey Committee.

Amendments to the 1981-82 reports were received at the
Commission on July 20, 1982. As suggested in the RFAI's, the
non-voluntary account activity was deleted from PEP's reports.
After deleting the activity of this account, PEP's 1981 July
Quarterly Report no longer reflects a disbursement ($830.54) to
the Sheraton-Carlton Hotel on May 21, 1981, for a "luncheon for
Sen. George Mitchell, Maine," thereby suggesting that this

disbursement was made from PEP's non-voluntary account.




(b) Disbursements related to Senator Kennedy's Presidential
bid.

The 1980 April Quarterly and July Quarterly Reports of PEP
reported five disbursements apparently related to Senator
Kennedy's Presidential campaign. One of the disbursements, dated
January 8, 1980, is reported as a direct $2,000 contribution to
the Kennedy for President Committee. The other disbursements
were reported as follows: $1,517.04 on January 23, 1980, to

"Maine Sunday Telegram, Kennedy Campaign Headquarters, 13

Columbia Street, Augusta, Maine," for "cost of political ad in
support of Kennedy sent to our members®; $500 on February 22,
1980, to "UPIU Local 75 Labor Committee for Kennedy" for "support
for Ted Kennedy"; $3,000 on April 22, 1980, to the U.A.W.
International Union for "New Hampshire Labor for Kennedy
Literature®; and, $237 on April 16, 1980, to Bronwal Printing for
"Kennedy Four Point Brochure for our members in Illinois."

On June 17, 1981, the Reports Analysis Division mailed an
RFAI to PEP which notified them that the five disbursements
discussed above, when aggregated, appeared to exceed the limits
of 2 U.S.C. § 44la. The RFAI noted that some of the "expenditures
appear to be made on behalf of Senator Kennedy's Presidential Campaign
as contributions in-kind advocating the election of a clearly

identified candidate." By letter dated June 25, 1981, the treasurer
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of PEP responded to the RFAI and described in greater detail the
purpose of four of the disbursements and suggested that they
constitute communication costs which are exempt from the
definition of contribution and expenditure pursuant to 11 C.F.R.
§ 114.1(a). With respect to the disbursement to the U.A.W.
International Union, the treasurer stated that several unions
jointly printed some literature for distribution to their
respective members, and that it was not given to any committee.
The disbursement to Bronwal Printing was explained as “"the
printing of a letter sent to U.P.I.U. members only in Illinois,"

and the disbursement to the Maine Sunday Telegram as "an

advertisement taken out addressed to U.P.I.U. members urging
them to elect precinct delegates.” Finally, the disbursement to
U.P.I.U. Local 75 was described as being "strictly used for
transporting our (U.P.I.U.) members to the polls." On October
14, 1981, the director of PEP informed a staff member of the
Reports Analysis Division by telephone that the communication
costs disclosed in PEP's reports had been paid for with non-
voluntary funds. An amendn.cnt to PEP's July 15, 1980, Quarterly
Report (filed on February 16, 1982), however, lists the
disbursement to Bronwal Printing ($237) as having been made from

PEP's voluntary account. 5/

5/ The amendment reported the $3,000 disbursement to the U.A.W.
International Union on April 22, 1980, as having been drawn on
the non-voluntary account.




2 The law applicable

A political committee which finances activity in connection
with both federal and non-federal elections may establish a
separate federal account into which only funds subject to the
prohibitions and limitations of the Act may be deposited. All
disbursements, contributions, expenditures and transfers by the
committee in connection with any federal election shall be made
from its federal account. No transfers may be made to such
federal account from any other account maintained by such
organization for the purpose of financing activity in connection
with non-federal elections. 11 C.F.R. § 102.5(a) (1) (i).

Pursuant to 2 U.S.C. § 441b(a), a labor organization may not
make a contribution or expenditure in connection with any
election at which presidential and vice presidential electors or a
Senator or a Representative in Congress are to be voted for, or
in connection with any primary election or political convention
or caucus held to select candidates for any of the foregoing
offices.

For purposes of 2 U.S.C. § 441b(a), the term "contribution
or expenditure" is defined at 2 U.S.C. § 441b(b) (2) and 11 C.F.R.
§ 114.1(a) (1) to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money or
anything of value to any candidate, campaign committee, political

party or committee, organization, or any other person in




connection with a federal election. The term "contribution or
expenditure” does not include communications by a labor
organization to its members on any subject. 2 U.S.C. § 441b(b)
(2) (A) and 11 C.F.R. § 114.1(a)(2)(1i).

Section 431(9) (B) (iii) of Title 2, United States Code,

provides that the term "expenditure" does not include any

communication by any membership organization to its members if
such membership organization is not organized primarily for the
purpose of influencing the nomination for election, or election,
of any individual to Federal office, except that the costs
incurred by a membership organization (including a labor
organization) directly attributable to a communication expressly
advocating the election or defeat of a clearly identified
candidate (other than a communication devoted to subjects other
than the express advocacy of the election or defeat of a clearly
identified candidate), shall, if such costs exceed $2,000 for any
election, be reported to the Commission in accordance with

2 U.S.C. § 434(a) (4)(A)(i).

As set forth at 11 C.F.R. § 114.3(a), a labor organization
may make partisan communications in connection with a federal
election to its members and their families. The manner in which
partisan communications may be made includes, but is not limited

to, the distribution of printed material of a partisan nature




by a labor organization to its members and their families,
provided that the material is produced at the expense of the
labor organization or its separate segregated fund, and that the
material constitutes a communication of the views of the labor
organization and is not simply the republication or reproduction
in whole or in part, of any broadcast transcript or tape or any
written, graphic, or other form of campaign materials prepared by
the candidate, his or her campaign committees, or their
authorized agents. 11 C.F.R. § 114.3(c) (1) (i) and (ii).
Partisan communications may also include a labor organization's
transportation of its members and their families to the polls.
11 C.F.R. § 114.3(c) (4).

The term "contribution” is defined at 2 U.S.C. § 431(8) (A)
to include any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of
influencing any election for federal office. The term
"expenditure" is defined at 2 U.S.C. § 431(9) (A) to include any
purchase, payment, distribution, loan, advance, deposit, or gift
of money or anything of value, made by any person for the purpose
of influencing any election for federal office.

As set forth at 2 U.S.C. § 44la(a) (2) (A) no multicandidate
political committee shall made contributions to any candidate and
his authorized political committees with respect to any election

for federal office which, in the aggregate, exceed $5,000.




3. Application of the law to the commingling problem.

The first issue involved herein, concerning the commingling

of funds, arises from the fact that PEP maintains two accounts --
a voluntary account, which is used to finance federal elections,
and a non-voluntary account which appears to be used in
substantial part to support state and local candidates. While
PEP may maintain two separate accounts, PEP may not transfer
funds from its non-voluntary account into its voluntary account.
PEP, however, uses its non-voluntary account as an informal
"escrow" account to hold funds from local unions' members which
are undesignated; if it is subsequently determined that the funds
represent voluntary contributions, they are transferred to the
voluntary account. Such activity constitutes the commingling of
union and voluntary funds and the impermissible transference of
funds, in violation of 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a)(1)(i). As PEP has been reporting the activity of both
of its accounts since at least 1980, this commingling would seem
to have commenced sometime prior to 1980, and appears to be
current practice as well. Hence, the General Counsel recommends
that the Commission find reason to believe that the U.P.I.U. and
PEP have violated 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a) (1) (i) .
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4. Application of the law to the disbursements to candidates
from the non-voluntary account

The information available thus for indicates that the non-

voluntary account of PEP was used to contribute to at least one
federal candidate, David Obey. Which of PEP's two accounts was
used to support nine other federal candidates is not known. PEP
has acknowledged that its non-voluntary account was the source of
the funds which were contributed to the Obey campaign. Although
PEP has offered to transfer an amount equal to the Obey
contribution from its voluntary account to its non-voluntary
account, it is not clear whether such has occurred. (PEP has not
reported a refund from Citizens for David Obey). It is the
position of the General Counsel that the refund of the
contribution or the transfer of funds between PEP's two accounts,
would serve only to mitigate the violation. 1In that the non-
voluntary account is comprised of union funds and such funds were
contributed to the Obey campaign, there is reason to believe, in
the General Counsel's view, that the U.P.I.U. violated 2 U.S.C.
§ 441b(a). Because we have no indication that the Obey campaign
knew that it accepted funds from a non-voluntary account of PEP,
we are not making any recommendation at this time regarding the
Obey campaign committee.

There is insufficient evidence, in the General Counsel's

view, to make a reason to believe finding at this time concerning




~N
o)
o
)
T
(ap)
M
2

the disbursement from the non-voluntary fund for a luncheon for
Senator Mitchell. While the expense was incurred several months
after the Senator announced his intention to seek reelection, the
Mitchell for Senate Committee did not report the receipt of an in-
kind contribution from PEP, thereby suggesting that the event may
have been unrelated to the Senator's reelection campaign. See

Advisory Opinion 1980-89, 1 Federal Election Campaign Financing

Guide (CCH), ¥ 5537, at 10,644 (1980), and opinions cited
therein.
6 Application of the law to the $25,000 transfers.

As to the initial transfer of $25,000 to the AFL-CIO COPE
from PEP, such a transfer appears to have been permissible as the
$25,000 was drawn on the non-voluntary account of PEP and did not
go to the separate segregated fund of the AFL-CIO. The
subsequent reimbursement made by the U.P.I.U. to PEP also appears
to have been permissible since the funds were deposited into PEP's
non-voluntary account.

6. Application of the law to the disbursements in connection
with the presidential campaign of Senator Kennedy

Although contradictory information has been provided by PEP,
PEP appears to have made disbursements from both its voluntary
and non-voluntary account in connection with Senator Kennedy's
presidential bid. In the General Counsel's view, the
disbursements from PEP's voluntary account were permissible, and
one of the three disbursements from the non-volunary account was

not,
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As discussed above, PEP used its voluntary account to make a
direct contribution to the Kennedy campaign ($2,000) and to pay
($237) for the distribution of pro-Kennedy literature to U.P.I.U.
members. The General Counsel's position as to the permissibility
of these disbursements, reflects the apparent fact that PEP's
$5,000 contribution limitation to the 1980 Kennedy campaign had
not been exceeded and that only funds subject to the limitations
and prohibitions of the Act were used for these disbursements. 6/
While it is clear that PEP made a "contribution" pursuant to
2 U.S.C. § 431(8) (A) of $2,000 and such counts against its
contribution limitation, there is no evidence at this juncture
that there was any coordination with the Kennedy campaign
regarding the $237 disbursement and that it is therefore subject
to limitation as an in-kind contribution. 1In any event, PEP's
contribution limitation would still not have been exceeded. Nor
is there any evidence at this juncture that the $237 disbursement
involved "express advocacy" such that it would have to be
reported by PEP on Schedule E rather than Schedule B. The
disbursement was in fact reported.

With respect to the three disbursements relating to Senator

Kennedy's candidacy which were made from PEP's non-voluntary

6/ PEP was a qualified multicandidate committee at the time the
contribution involved herein was made.

The FEC "G" Index of the Kennedy for President Committee
lists the receipt of only a $2,000 contribution from PEP, and a
review of PEP's reports did not reveal any other contributions to
the Kennedy for President Committee.
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account containing union funds, PEP claims that the disbursements
were used to finance communications to U.P.I.U. members and that
they therefore are not subject to the limitations of 2 U.S.C.

§ 441b(a). While the disbursements to the U.A.W. International
Union and to U.P.I.U. Local $#75 appear to have been for exempt
partisan communications pursuant to 2 U.S.C. § 441b(b) (2) (A) and
11 C.F.R. § 114.3(a) 7/, it is the view of the General Counsel
that there is reason to believe that the third disbursement at

issue, apparently to the Maine Sunday Telegram, involves a

violation of 2 U.S.C. § 441b(a) by the U.P.I.U.
Two factors are involved herein -- whether the disbursement

to the Maine Sunday Telegram is in fact "in connection with any

primary election or political convention or caucus held to select
candidates” under 2 U.S.C. § 441b(a), and, if so, whether it
should be considered exempt from the definition of expenditure
pursuant to 2 U.S.C. § 441b(b) (2) (A). The disbursement to the

Maine Sunday Telegram apparently financed an ad which urged the

election of precinct delegates supporting Senator Kennedy. 8/

1/ These disbursements were for the distribution of pro-Kennedy
literature to U.P.I.U. members, and the transportation of
U.P.I.U. members to the polls.

8/ PEP's initial reporting of this disbursement listed the
purpose as the "cost of a political ad in support of Kennedy sent
to our members." It was the June 25, 1981, letter from the
treasurer that described this as "an advertisement taken out
addressed to U.P.I1.U. members urging them to elect precinct
delegates."
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In Maine the Democratic Party is structured such that precinct
delegates, upon election at the local caucuses, proceed to the
state convention where they elect delegates to the national
nominating convention. 9/ The term "primary election" is defined
at 11 C.F.R. § 100.2(c) (3) to include "an election which is held
to select delegates to a national nominating convention.®™ Since
the precinct delegate elections select delegates to the state
democratic convention in Maine which, in turn, will select
delegates to the national nominating convention which has

authority to nominate a presidential candidate, the U.P.I.U.'s

2

payment for an ad urging the election of precinct delegates is a

payment made "in connection with any primary election or

(@ ]
o

political convention or caucus held to select candidate,” in the

.,.g

General Counsel's view. See Advisory Opinion 1979-7, 1 Federal

Election Campaign Financing Guide (CCH) ¥ 5396, at 10,408 (1979)

(payments by corporation or labor organization for an

3040

"Affirmative Action Program™ in selecting delegates to the

c

national nominating convention would be prohibited); Advisory

Opinion 1980-28, 1 Federal Election Campaign Financing Guide

(CCH), ¢ 5477 at 10,538 (1980) (payment by local party committee
for newspaper advertising which advocates the selection of
certain delegates to attend the Republican National Convention is

an expenditure under the Act.)

9/ Democratic caucuses are held during February of a
presidential election year in Maine. The Democratic Party does
not conduct a presidential preference primary in Maine.
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As to the second factor, it is the position of the General
Counsel that the expenditure is subject to the prohibitions of
the Act and does not involve an exempt communication by the
U.P.I.U. to its members. General treasury monies may be used to
finance partisan communications, but such communications may only
reach union members and their families. Although the instant ad
may have been aimed at union members, it reached beyond membership
to the general public as the ad was placed in a general

circulation newspaper. Thus, the expenditure does not appear to

!‘)

fall within the exemption of 2 U.S.C. § 441b(b) (2) (A). See

Advisory Opinion 1978-102, 1 Federal Election Financing Guide

(CCH), ¥ 5397, at 10,410 (1979). Accordingly, the General Counsel
recommends that the Commission find reason to believe that the
U.P.I.U, violated 2 U.S.C. § 441b(a) by making an expenditure in

connection with a federal election. 10/
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During Executive Session on September 29, 1982, several
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members of the Commission expressed an interest in conducting an

8]
9

audit of PEP. While we agree that an audit may ultimately prove
necessary to resolve some of the issues in this matter (e.g., the
extent of the commingling problem), at this time it is possible
that respondents may be able to provide a thorough, documented

response which will obviate the need for an audit. Accordingly,

10/ PEP's initial reporting of this expenditure suggested a
connection with the Kennedy campaign; however, information
subsequently provided does not indicate that an an-kind
contribution is involved.
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we made no recommendation at this time to conduct an audit. If,
after having been given time to respond to the recommended reason
to believe findings, the respondents have not provided an
adequate response, our office will promptly make a recommendation

as to the need for an audit.

RECOMMENDATIONS

X Find reason to believe the United Paperworkers International
Union and the United Paperworkers International Union Political

Education Program violated 2 U.S.C. § 441b(a) and 11 C.F.R.

C

§ 102.5(a) (1) (i) by transferring funds from an account containing

£
“J

non-voluntary monies to an account containing voluntary monies.

2

2. Find reason to believe the United Paperworkers International
Union violated 2 U.S.C. § 441b(a) by contributing to the Citizens
for David Obey Committee.

3. Find reason to believe that the United Paperworkers

Q
o
r
o
T
Lom}

International Union violated 2 U.S.C. § 441b(a) in connection

with its advertisement in the Maine Sunday Telegram.

o

4. Send the attached letters.

Charles N. Steele
General Co el

(/ém wﬂf’/@( v /7€,

Date Kenrnfeth A. Gross
Associate General Counsel

Attachments
1l - RAD Referral
2 - Request for Guidance
3 - Letters and Notifications(2)




ATTACHMENT 1: RAD REFERRAL
(The attachments to the RAD Referral
(1-22) are available for review in
the Office of General Counsel)
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ANALYST: Mike Tangney

REPORTS ANALYSIS RERFERRAL
TO
OFFICE OF GENERAL COUNSEL

I. COMMITTEE: United Paperworkers International Union
i Poltical Education Program ("PEP") C00002394
Nicholas Vrataric, Treasurer
702 Church Street P.O. Box 1475
Nashville, Tennessee 37202

P
<.

II. RELEVANT STATUTE: 2 U.S.C. 441b(a); 11 C.F.R. 114.2(c),
. Tl CGE R “lL4USI(b)

III. BACKGROUND:

Commingling of Treasury and Voluntary Dollars

~my
o~
(=
o

PEP's 1980 October Quarterly Report disclosed a contribution to
the Committee on Political Education, AFL-CIO, which totalled
$25,000. 1/ A Request for Additional Information ("RFAI"),
guestioning whether this constituted an excessive contribution, was.
mailed on August 26, 1981 (Attachment 2). A second notice was sent
on September 18, 1981 (Attachment 3). In a response dated
September 23, 1981, the treasurer stated that the contribution was
made through secretarial error from PEP's funés, instead of the
union's general fund, and that the $25,000 would be reimbursed to
PEP from the union's general fund (Attachment 4).

33040

A telephone conversation was initiated by the Analyst on
October 6, 1981, to inform the treasurer that the transfer of funds
described in the letter would violate the Act, since voluntary and
non-voluntary dollars would be commingled. The treasurer stated
that voluntary and non-voluntary dollars would not be commingled,
since the transfer from the union's general account back to PEP
would be deposited in their educational/treasury ("non-voluntary")
account. In addition, he stated that PEP maintains two bank
accounts: a non-voluntary account and a voluntary account. The
Analyst requested further written clarification regarding the
guestioned transfer and the flow of contributions to and from each
account (Attachment 5).

l/ The §25,000 contribution to the AFL-CIO COPE was not reported
as being received and appears to have been designated to a non-
Federal educational account. =

T
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REPORTS ANALYSIS REFERRAL

UNITED PAPERWORKERS INTERNATIONAL UNION POLITICAL
EDUCATION PROGRAM

PAGE TWO

An additional amendment to the October Quarterly Report, dated
October 7, 1981, confirmed the existence of the voluntary and non-

voluntary accounts maintained by PEP (Attachment 6). Based upon a

review of the amendment, a telephone call was made by the Analyst
on October 15, 1981, to inform the treasurer that it would not be
recessary to continue reporting the non-voluntary account activity,
and that the 1981 Year End Report should not include this activity
(Attachment 7). ‘

On November 4, 1981, an RFAI was sent on the amended October
Quarterly Report, to obtain more specific information on the usage
of the non-voluntary account (Attachment 8). 1In addition, RFAI's
were sent on the 1980 July Quarterly, 30 Day Post-General and
amended Year End Reports to request for the proper categorization
of receipts (Attachment 9). Responses were not received and
therefore a second notice was mailed on November 27, 1981 for all
four (4) reports (Attachment 10). SO

. The Analyst initiated a telephone conversation on February 4,
1982, to determine if the RFAI's and the second notice had been
received. The treasurer stated that he did not know if the letters
had been received, and asked that additional copies be provided
(Attachment 11). The additional copies were mailed on February 4,
1982. A notice was also included which requested that, if the
amendments could not be supplied within one week, a letter
explaining the efforts being made to comply and the approximate
date of the responses should be provided (Attachment 12).

The Analyst initiated a telephone call on February 10, 1982, to
determine if the copies of the RFAI's had been received. The
secretary to the treasurer stated that they had been received and
that it was her understanding that the amendments would be filed
within a short period of time (Attachment 13).

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End
Reports on February 16, 1982 (Attachment 14). Additional
clarification as to the usage of the non-voluntary account and
voluntary account was provided. The receipt of non-voluntary funds
was reported separately on Line 17, and supporting Schedule B for
Line 21 was amended to show which disbursements were made frog,éhe
non-voluntary account and voluntary account.2/ However, PEP di

iy Disbursements for non-Federal purposes should actually be
reported on Line 27 of FEC Form 3X.

Sy
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UNITED PAPERWORKERS INTERNATIONAL UNION POLITICAL
EDUCATION PROGRAM

PAGE THREE

not specifically note on Schedule B for Line 21, Page 2 of the
October Quarterly Report, which account was used for contributions
to Federal candidates (See Attachment 14, Page 9). Furthermore,
PEP did not clarify whether other reports disclosed activity from
the two accounts.

Similar problems have continued on the 1981-82 reports filed by
PEP. The 1981 Mid-Year Report disclosed a total of $27,302.81
" received during the reporting period, but failed to properly list
the receipts on the Detailed Summary Page. As a result of this
omission, the source and/or categorization of the receipts could
not be ascertained (Attachment 15). In addition, the October
Quarterly and Year End Reports disclosed receipts from PEP's non-
voluntary account (Attachments 16 and 17, respectively). The Year
End Report also disclosed disbursements made from the non-voluntary
account, which included a $500 contribution to the Citizeng for
David Obey Committee (candidate for U.S. Congress, 7th District of
Wisconsin).

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, inadegquate
categorization of receipts, and a discrepancy between the beginning
cash figure of this report and the ending cash figure of the Year
End Report (Attachment 18). =

On June 30, 1982, RFAI's were sent to PEP regarding these
matters (Attachment 19). The RFAI's advised the committee to
delete the non-voluntary account from its reports, since it is only
necessary to disclose the activity relating to the voluntary
account. In addition, the RFAI for the 1981 Year End Report
advised PEP to request a full refund from the Citizens for David
Obey Committee, because the contribution to that committee appeared
to have been made from PEP's non-voluntary account (a prohibited
contribution).

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's (Attachment 20). During the
conversation, the Analyst was informed that: a) the contribution
to the Citizens for Obey Committee was erroneously made from the
non-voluntary fund; b) the $27,302.81 received cduring the Mid Year
reporting period represented individual contributions, none of
which aggregated in excess of $200; and c) the activity regarding
the non-voluntary account represented actual transfers of funds.
With respect to the latter point, the representative explained that
undesignated transfers from local unions are cdceposited into the
non-voluntary account. A transfer to the voluntary account is made
if it is subsequently determined that the funds were intended to be

T(2)
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designated for the wvoluntary account. In addition, the
representative stated that, rather than requesting a refund of $500
from the Citizens for David Obey Committee, PEP would prefer to
transfer $500 from the voluntary to the non-voluntary account.

The Analyst initiated a follow=-up conversation on July 12,
‘1982, in order to suggest procedures for rectifying the problems
(Attachment 21). The Analyst recommended that an escrow account be
established for the purpose of depositing undesignated transfers
from local unions. This procedure would provide PEP with a ten
(10) day period to determine in which account (i.e., voluntary or
non-voluntary) the funds should be dJdeposited.3/ PEP was also
advised that, instead of transferring $500 from the voluntary to
the non-voluntary account, it should seek a refund of the
contribution directly from the Citizens for David Obey Commig}ee.

Amendments to the 1981-82 reports were received-at the
Commission on July 20, 1982 (Attachment 22). As suggested in the
RFAI's, the non-voluntary account activity was deleted from PEP's
reports.

IV. OTHER PENDING ACTIONS INITIATED BY RAD:

There are no outstanding Requests for Additional Information of
matters requiring to be referred at this time.

The suggested procedure, which was utilized by the Kennedy for
President Committee, was based upon 11 C.F.R. 103.3(b)(1) &
(2), which reguire that a politicel committee determine the
legality of contributions received. Those which cannot be
determined to be lecal are required to be refunded within a
reasonable time.

I(4)
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AGENDA DOCUMENT #X82-108-A

FEDERAL ELECTION COMtMISs

iy 3 R R £

SUBMIITES LATE
SENS Ti‘::' September 27, 1982

MEMORANDUM EXECUTIVE SESSIGN
TO: The Commi;sion SEP 2 8 1982

FROM: Charles N. Stee
General Counse

SUBJECT: Errata - RAD Referral 82L-11, United Paper
Workers International Union Political Education
Program

Footnote #1 of the above-referenced matter is in error.® A
RAD Request for Guidance concerning this committee, dated
September 22, 1981, raised the possibility that certain
expenditures may have been excessive contributions. It is also
possible that the repcrted expenditures--or at least some of
tnem--were permissible internal communication costs. Subsequent
to making the request for guidance, RAD notified us on November
25, 1981 that the committee was going to be recommended for a
438(b) audit, and the request for guidance was held pending
review of that dccument. On June 24, 1982, we were notified that
an audit referral was not forthcoming and that a RAD Referral
would be made. Footnote #1 concerning the RAD Referral should
reflect that. The cuestions raised in the original RAD Request
for Guidance should be incorporated into the recommendation to
open a MUR as to this committee.

4
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

September 22, 1981

MEMORANDUM

TO: CHARLES N. STEELE
GENERAL COUNSEL, OFFICE OF GENERAL COUNSEL

THROUGH:  B. ALLEN CLUTTE
x STAFF DIRECTOR

FROM: é//,{ JOHN D. GIBSON

ASSISTANT STAFF DIRECTOR, RAD

SUBJECT: REQUEST FOR GUIDANCE - CLARIFICATION OF PARTISAN COMMUNICATION
TO MEMBERS

This memorandum is to request guidance in the following s1tuat1on The
Uni ted Paperworkers International Union Political Education Program (UPIUPEP)

reported four disbursements indicating support for Senator Kennedy's
Presidential Campaign and one direct contribution to the Kennedy for President
Committee. An RFAI was sent to the committee on June 17, 1981, advising
the committee of a possible 441(a) violation, and requesting clar1f1cat1on
as to the nature of the expenditures. (see attachment 1)

4

The committee responded on June 25, 1981, stating that four of the
questioned expenditures were communications to their membership made in
accordance with 11 C.F.R. 114.1(a)(2)(ii)(sic). (see attachment 2)

While separate segregated funds do not appear to be prohibited from
paying for partisan ccmmunications to their membership (see 11 C.F.R.
114.3(c)(1)(i)), would such payments be considered activity exempt from
the definition of expenditure (see 2 U.S.C. 431(9)(B)(iii) and I1 CIE.R.
100.8(b)(4)) or would such payments be considered activity subject to the
limitations of 2 U.S.C. 441(a)? It is noted that two of the four disbursements
appear to be either in-kind contributions or 11dependent expenditures rather
than possible communications costs.

Your prompt attention to this matter is appreciated. If you need
further information, please call Mike Tangney at 357-0026.




FEDERAL ELECTION COMMISSION
WASHINCTON, D C. 20463

June 17, 1981

Nicholas C. Vrataric, Treasurer

United Paperworkers
International Union Political

Education Program
16303 Horace Harding Expwy.
Flushing, NY 11365

Identification No: C000023%4

Reference: April Quarterly Report (1/1/80-3/31/80) and July Quarterly
Report (3/31/80-6/30/80)

Dear Mr. Vrataric:

This letter 1is prompted by the Commission's preliminary review of
your April Quarterly and July Quarterly Reports. The review raised
questions as to specific contributions and/or expenditures, and the
reporting of certain dinformation required by the Federal Elec®ion
Campaign Act. "An itemization of these areas follows:

-Schedule B of yocur report (pertinent portion attached)
discloses contributions which appear to excead the limits set
forth in 2 U.S. C. 44la. The Act precludes multicandidate
committees from making contributions to a candidate for -
Federal office in excess of $5,000 per election. Some of your
expenditures appear to be made on behalf of Senator Kennedy's
Presidential Campaign as contributions in-kind advocating the
election of a clearly identified ceandidate. This activity may
be subject to your cormittee's limitations. If you have made
excessive contributions, the Commission recommends that you
notify the recipient and request a2 refund of the amount in
excess of $5,000. (Any refund itemized on Schedule A should
be reported on Line 16 of the Detailed Sumary Page of your
next report.)

If you find the contributions in question were disclosed
incempletely or incorrectly, please amend your original report
with the clarifying information.

Although the Commission may take further legal steps
concerning the excessive contribution, prompt action by you to
obtain a refund will be taken into consideration by the
Commission. The recipient of the excessive coantribution is-
2lso being informed of this matter.

T (3)
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NTcholas C. Vrataric

United Paperwork :
International Uni Political ) .
Education Program ‘

An amendment to your original report correcting the above problems
should be filed with the Federal Election Commission within fifteen (15)
days of the date of this letter. If you need assistance, please feel
free to contact me on our toll free number, (800) 424-9530, My local
number is (202) 357-0026. I

Sincerely,

P
Tl T e
Mike Tangney

Reports Analyst
Reports Analysis Division
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mistion *oning Lines 202, 212, 3nd 222, sy and

. “Yliting in-King,
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(Use Sesarate Schedules for
" esch numbered line)

of FEC FORM 3

; Canc:idate or Commuttee in Full

| ted Paperv:orkers International Union Po’litica_} Fducation Program

1) Nawe, Malling A2cress and ZIP Coce
Kennedy For Fresident
2550 M Street, N.W.
Washington, DC 20037

Particulars of Expenditurg e

Ted Kennedy's Campnas g
5 pa

for the P[es.‘dt‘m-s 1gn day, veor)

o) 0 ey B0

Expenditure for: T S o .
- 1 primery O6enua  gomer 1/8/80/ $ 2,000<00

Fun Name, Maiing Aocress and 21P Coce
Phillip Burton For Congress

P. 0. Box 4200
San Francisco, CA 94101

to the House

£ AN o e
..._o.f_&ic_’.u_ﬁh_plﬁ_]_\'ic: Califl - v}/
! /

;;xj;u‘ia’n ofBExoendim... S N 3

1111p Burton'e campaign day, year) Ure this period

to be re-electe ,
1</ E

500,09~

Expenciture for:

- Primary O Genery D Other 1/ 16

Full iame, Mailing Adaress and 2P Coce

Wensirom Volunteer Cermitte2
c/o Neal Peterson
1730 M St., N.W. Suite 907

Pagicuiats of €xpenditure

CazeAmcnth, Amount of'sach expendi-

Gene Wenstrom's C“mpaign to cay, yesr) " Mure this period

|be elected to 7th (ongressionpl -

pendivuee dob: Vi Ot

g / -//- ; 7 |
250.00 == |

7/80

-Washirgton, DC 20036 ‘Qprimav 0 General e
Full Name, Maiung Adaress and ZIP Code Partcuiars of Exdenditure & L SR PP ey
s T i . A nou e .
"Paine Sundey Telegram Cost of political a4 R T R ;
ﬁ§ennedy Campaign Headquarters |of Kennedy sent to oyp memmert ' {s
“14 Columbia Street S RESSTR @08 LG
UGUS‘E "‘E 04330 x?cn iture 1Or2 .
cBugusta, i Oerimary O General O Cther 1/23/8 1,517.04
9 Name, Maiing Acdrets and 2iP Coce - l Paruculars of ExdDenditure T e R B AT
¥ : = : h, moL L g .
Durkin for US Senate Cormittee | Support of John Giyiin +4 kol @ ) ‘ it oeris
e e ~e 1 ed S . in <& o8 ay, year ture this peri
yeshipasen, &€ reelected Senator of New g
ik Ezmoshire -~ AL
© Exbé{\ditun for: : C / 6 ‘{ & .
g\ﬁrimarv DGQnQy.l e Other 1/30/80 1 ’000- 00
} E-u Name, Maiiing Aocress ana 21P Coce Particulars of Expenditure -
r L ' Date {month, Amount of each expendi-
Bornker for Congress Committee |Don Bonker's re-ele, tion dovieai e
54 0. Box Ksl to Congress, State of Washington /. 0= o
1 mpiz, WA GE& ! e O1G S
SRR H ese7 Exvsﬂgiturc tor: S . = s oS
) | O Primary D Generat 2/4/80 400.00
Fu'l Name, Mailing Accress and ZiP Coce Particuiars of Expenciiure QShe O:%'“h/ Amount cf each expendi-
yPiy Lecal 75 Labor Commitiee Support for Ted ¥rjyeq e sl i ture ths period
for Kennedy, 112 Pleasant St. AT EURSHC
Berlin ’ WH 03570 Expenditure for: = ‘
e 2/22/80 /500.00
Full vame, Maing Ac3ress anc 21P Coce Al Particuiars of Expenditure .
SO, c (erh, A { ; .
Musto for Congress Committee Raphael Musto's Cempaign to M mo::,‘.‘:,,.’:::;:‘w
c/o Michael Sincavage, Treas. ibe elected to 11th e shal i i e
iDistrict of Pennsyly,ng Eae ///.: W
I Exc/en'u»!un for: ‘n1a | 2727 .
i {D.anuv D Ggr\!'., D Other /2 /80 100 . 00
= L et
SUBTCTAL =t exzeng. ures thug dage fepnonail. . . . . .. oo v v v e v, s 3 i
s DLt eie p MR £ 267 04
TOTAL :his cerioo f1ast cage this ineAumberonly). . . . o . ..o v ooy s
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Ay information €coied from sush Rescr:s and Staterments may not be sold or uzed by any Benson for the Purpose of 30lICIING contributions gy por
commerzisl Purpo2s, other than using the name and scdress of eny Eoliticsl committce 1o solicit contributions from such committes, ! 1
Name ¢! Committee (in Full) ’ ——

United Paperworkers International Union Political Education Program
A. Full Name, M:ifing Address end 21P Code Purpose of Disbursemaent Date (month, Amount of Egan

Hillenbrand for Indiana Coz=mittee | Elect John Hillenbrand day, vesr) | Disbursement This Periog
P.0. Box 1980 Governor of Indfaca

h Cisbursement for: DPrimary T General

Batesvilite SV e O Ot tisseifyl: 4/21/80 | § 250.00.

8. Fuil lame, hisiling AdZress and 2IP Code Purpose of Disbursement Date (month, Amount of Each
U.A.W. Internaticnal Union New Hampshire Labor for dsy. vear) . | Disbursement This Perica
1757 N. Street, N.W. Kennedy Literature
Washington, DC 20036 Disbunsement for: OPrimary 3 General

: O Other (soecify): ‘ 4/22/80 3,000.00

C. Full Name, Mziling Address and 21P Code Purpose of Disbursement Date (month, Amount of Each
Bronwal Printing Kennedy I-‘our Point Brochure day,year) Disbunement This Feriod
7333 Nerzth Oak Park Ave. for our me=Sers in Illinois
Niles, IL 60648 . Disbursement for: CPrimary O General

O Other (soecity): 4/16/80 237.00

D> Bull Name, h%a.ling A2cdress and 2IP Coce Purpose of Disbursement Date (month, Amount of Each
-adgar for Congress Cormittee Re-election of Congresszin day,vesr) ~ |Disbursement This Period
107 'Woodlawn Ave. Edgar, Pennsvlvania

\\. roo=z21l1, PA 19008 . Disburserrient for: ‘SPrimary O General

\“‘J}“

: . O Other (specity): S/1/80 =250.00 ‘
2. ¥ ull Name, Mailing Address and 2IP Code Purpose of Disbursement Date (month, Amount of Each

yillia=s for Congress Cocxittee Re-election of Congressman cav,vesr) |Disbunement This Periog
Box 1980 Pat Williams, Montana ’

THelena, ¥T 5969} s \ s ,/ Disbursement for: & Frimary S General
\ ) C Osher (soecity): S/5/80 230.00

FJFu" Name, Liailing Address and 2P Code Purpose of Disbursement Dste (month, Amgunt of Sach

day, year) Disbursement This Period
: M

Disbursement for: CPrimary O Genera!
O Ciher (specify):
G Full Name, Mailing AdZress and 21? Code Purpose of Distursement Dazte (month, Amount of Each

= : day, year) Dissursement This Per.od

| Dispursement tor: SPrimary = Genera!
S Cther (soesity):

M. Fuii Name, A%3iling Address and 212 Code Purpcse of Disbursement Date (month, Amount of Each
' day, year) Disbursement This Period

Disturserment for: S Primary © Genersl
O Cther {soecify):

1. Full Name, Moiling Address and 21IP Code Purpose of Disbursement Date (month, Amount of Sach

cay, vesr) Disbursement This Period

Disbursement for: GPrimary T General
Z Cihe- (soecityl:

SCETOTAL of Disbursements This Page (octionail

.

TOTAL This Pericg (1ast page 1his 1ine AUMBEr OAIYY & o o oo v e v vt oo n oo ceene nnetnaag : $3,987.00
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June 25, 1981
\

Federal Election Commission
1325 K Street
Washington, DC 20463

Att: Mike Tangnezzaggp Analyst
Identification No+~ C00002394

Gentlemen:

We have your letter of June 17th concerning our April and July
Quarterly Reports for 1980.

Tour of the disbursements you have circled were not fully explaiaed.
In accordance with Section 114.1, part (a), (2), subsection (ii), which
says the term contribution and expenditures does not include communications
by a labor organization to its members. vt

Therefore, please be advised of the following:

U.A.W. International Union, 4/22/80, several unions got together to
jointly have some literature printed for distribution to their respective
ze=bers only. This was not given to any cozzittee.

—

Bronwal Printing, 4/16/80, was the printing of a letter sent to U.P.I.U.
members only in Illinois.

< mp——

Maine Sunday Telegram, 1/23/80, was an advertisement taken out addressed
to U.P.I.U. members urging them to elect precinct delegates.

UPIU Local 75, 2/22/80, also was strictly used for transporting our
(C.2.1.U.) members to the polls.

Hoping this explanation will clear the matter up, I am

Very truly, CETZV/ -

NCV:sg Nicholas C.‘Yrataric,
cc: President W. Glenn Secretary-Treasurer
Vice °re51dew: G. 0'Bea

— | ()
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FEDERAL ELECTION COMMISSION

WASHINCTON .D.C. 20463

November 25, 1981

MEMORANDUM

TO: CHARLES N. STEELE
GENERAL COUNSEL

e
THROUGH:  B. ALLEM CLUTTER &7 Aia fAC
STAFF DIRECTOR /7

FROM:  JOHN D. GIBSONQY
ASSISTANT STAFF DIRECTOR, RAD

SUBJECT: REQUEST FOR GUIDANCE DATED SEPTEMBER 22, 1S81-CLARIFICATION OF
PARTISAN COMMUNICATIONS -UPDATE

This memorandum is to provide additional informeticn to the above-referenced
Request for Guidance. On October 14, 1981, a telephone conversation occurred
between !lir George H. 0Q'Bea, Jr., the director of the United Parerworkers
International Union Political Education Program (PEP) and Michael Tangmey of
the Reports Analysis Division. Mr. QO'Bea stzted that the communications costs
thet were disclesed in PEP's report had been made with non-voluntary funds.
Subsecuent conversations with PEP officers have confirmed that both voluntary
eanc non-voluntary accounts have been included in reperts of receipts and disburse-
ments filed with the Ccmmission.

PEP will be referred to the Audit Division for exceeding the non-compliange
standards contained in the RAD Review and Referral Procedures. It is anticipated
that a 438(b) aucdit will be considered by the Commission on December 16, 1°81.
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FEDERAL ELECTION COMMISSION

WASHINCTON, DC 20463

June 24, 1982

MEMORANDUM

TO : CHARLES N. STEELE
GENERAL COUNSEL

THROUGH B. ALLEN CLUTTI-:R@/
STAFF DIRECTOR

FROM JOHN D. GIBSON ﬁ
ASSISTANT STAFF\IDIRECTOR, RAD

SUBJECT UPDATE # 2 REGARDING REQRUEST FOR GUIDANCE (81G-7)
CLARIFICATION OF PARTISAN COMMUNICATIONS

On November 25, 1981, the Reports Analysis Division e
prcvided your office with additional information regarding
a Reguest for Guicance cn partisan communications made by
the United Pzaperworkers International Union Political
Education Program (copv attached). \1though, at that point
in time, we had anticipated an auéit referral of the committee,
further examination revealed that the recuisite threshold had
not been met as established in the RAD Review and Referral !
Procedures, and therefore an audit referral was not prepared. - ~
In addition, further information was being requested from the
committee in an attempt to resolve some outstanding matters.
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If you have any cguestions, please contact Mike Tangney
or Michael Filler at 357-0026.

Attachment




ATTACHMENT 3: LETTERS AND NOTIFICATIONS
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FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

RESPONDENT United Paperworkers International MUR 1478
Union Political Education Program STAFF MEMBER
& TEL. NO.
White
202-523-4057

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

This matter involves the commingling of voluntary and non-
voluntary funds by the United Paperworkers International Union
Political Education Program ("PEP") and the United Paperworkers
International Union ("U.P.I.U.") in violation of 2 U.S.C.

§ 441b(a) and 11 C.F.R. § 102.5(a) (1) (i), a contribution to a
federal candidate by the U.P.I.U. in violation of 2 U.S.C.
§ 441b(a), and a violation of 2 U.S.C. § 441b(a) by the U.P.I.U.

in connection with an advertisement in the Maine Sunday Telegram.
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FACTUAL AND LEGAL ANALYSIS

1, The Facts
(a) Commingling of Voluntary and Non-Voluntary Funds
The 1980 October Quarterly Report of PEP disclosed a

contribution to the Committee on Political Education, AFL-CIO,
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on September 26, 1980, which totalled $25,000. 1/ A Request for

additional Information ("RFAI"), questioning Qhether this
constituted an excessive contribution, was mailed to PEP on
August 26, 1981, and a second notice was sent on Septeﬁber 18,
1981. In a response dated September 23, 1981, PEP's treasurer
stated that the contribution was made through secretarial error
from PEP's funds, instead of the union's general fund, and that
the $25,000 would be reimbursed to PEP from the union's general
fund.

A telephone conversation was initiated by a staff member of
the Reports Analysis Division on October 6, 1981, to inform the
treasurer that the transfer of funds described in his September
23, 1981, letter was impermissible, since voluntary and non-
voluntary dollars would be commingled. The treasurer stated that
voluntary and non-voluntary dollars would not be commingled in
that the transfer from the union's general account to PEP would
be deposited in their educational/treasury ("non-voluntary")
account. He explained that PEP maintains two bank accounts, a
non-voluntary account and a voluntary account, and that voluntary
contributions from local unions' members are deposited into the

voluntary account.

l/ The $25,000 contribution to the AFL-CIO COPE was not
reported by the AFL-CIO's registered political committee as being
received and appears to have been designated to a non-Federal
educational account.




An additional amendment to the October Quarterly Report,
dated October 7, 1981, confirmed the existence of the voluntary
and non-voluntary accounts maintained by PEP. 2/ The response
explained that the two funds are kept in separate bank accounts,
and copies of blank checks evidencing the existence of the two
accounts were submitted. The letter also stated that any money

which is received but which is not clearly spelled out as

voluntary money is automatically put into the educational account

("non-voluntary"), and the two accounts are not commingled. (But

See below).

On October 15, 1981, PEP's treasurer was informed by
telephone by staff of the Reports Analysis Division that it would
not be necessary to continue reporting the activity of the non-
voluntary account, and that the 1981 Year End Report should not
include this activity. On November 4, 1981, an RFAI was sent on
the amended October Quarterly Report to obtain more specific
information on the usage of the non-voluntary account. 1In
addition, RFAI's were sent on the 1980 July Quarterly, 30 Day
Post-General and amended Year End Reports to request the proper

categorization of receipts. Responses were not received and,

2/ According to the treasurer, the amendment "shows a deletion
of the $25,000 contribution issued to COPE." The treasurer
further explained that while "the Union Executive Board voted to
make a contribution of $25,000 to COPE out of the Union's General
Fund for educational purposes," the check was erroneously "issued
on the UPIU Political Education Program from its Educational
Account (non-voluntary)." 1Included with the response was a copy
of a $25,000 check, dated September 25, 1981, drawn on the
account of the United Paperworkers International Union

("U.P.I.U."), and payable to the Political Education Program.




therefore, a s;cond notice was mailed on November 27, 1981, for
all four reports.

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End
Reports on February 16, 1982. The receipt of non-voluntary funds
was reported separately on Line 17 ("other receipts"), and
supporting Schedule B's for Line 21 ("contributions to federal
candidates and other political committees") were amended to show
which disbursements were made from the non-voluntary account and
voluntary account. However, PEP did not specifically note on
Schedule B for Line 21, Page 2 of the October Quarterly Report,
which account was used to make contributions to nine federal
candidates totalling $5,400. 3/ Furthermore, PEP did not clarify
whether other reports disclosed activity from both accounts.

The three reports filed by PEP during 1981, the Mid-Year
Report (1/1/81 - 6/30/81), October 15 Report (6/30/81 - 9/30/81),
and the Year-End Report (10/1/81 - 12/31/81), included the
activity of both of PEP's accounts. The Year-End Report also
disclosed a $500 contribution to the Citizens for David Obey
Committee (candidate for U.S. Congress, 7th District of

Wisconsin) from PEP's non-voluntary account, dated December 16,

3/ A letter accompanying the 1980 October Quarterly amendment
stated that with respect to the filing, the receipts had been
separated according to the two funds and that "[a]ll funds
deposited in both accounts have been deposited and disbursed in
accordance with the FEC regulations.”




1981. 4/

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, including a
discrepancy between the beginning cash figure of this report, and

the ending cash figure of the Year End Report. On June 30, 1982,

RFAI's were sent to PEP regarding its 1981-82 reports which, among

other things, advised the committee to delete the non-voluntary
account from its reports, and to request a full refund from the
Citizens for David Obey Committee because the contribution to
that committee appeared to have been made from PEP's non-
voluntary account.

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's. During the conversation, the
representative stated that the contribution to the Citizens for
David Obey Committee was erroneously made from the non-voluntary
fund, and that the discrepancy between cash-on-hand figures was a
result of PEP's accounting system for depositing transfers from
local unions. With respect to the latter point, the
representative explained that undesignated transfers from local
unions are deposited into the non-voluntary account. A transfer
to the voluntary account is made if it is subsequently determined
that the funds were intended to be designated for the voluntary

account. In addition, the representative stated that rather

4/ The Citizens for David Obey Committee reported the receipt
of a $500 contribution from PEP on December 22, 1981.




than requesting a refund of $500 from the Citizens for David Obey
Committee, PEP would prefer to transfer $500 from the voluntary
to the non-voluntary account.

Staff of the Reports Analysis Division initiated ; follow-up
conversation with PEP representatives on July 12, 1982, in order
tb suggest procedures for rectifying the problems, and
recommended that an escrow account be established for the purpose
of depositing undesignated transfers from local unions which
would provide PEP with a ten day period to determine into which
account (i.e., voluntary or non-voluntary) the funds should be
deposited. PEP was also advised that instead of transferring $500
from the voluntary to the non-voluntary account, it should seek a

refund of the contribution directly from the Citizens for David

Obey Committee.

7490

Amendments to the 1981-82 reports were received at the

Commission on July 20, 1982. As suggested in the RFAI's, the

3

4}
s

non-voluntary account activity was deleted from PEP's reports.
After deleting the activity of this account, PEP's 1981 July
Quarterly Report no longer reflects a disbursement ($830.54) to
the Sheraton-Carlton Hotel on May 21, 1981, for a "luncheon for
Sen. George Mitchell, Maine," thereby suggesting that this

disbursement was made from PEP's non-voluntary account.
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(b) Disbursements related to Senator Kennedy's Presidential
bid.

The 1980 April Quarterly and July Quarterly Reports of PEP
reported five disbursements apparently related to Senator
Kennedy's Presidential campaign. One of the disbursements, dated
January 8, 1980, is reported as a direct $2,000 contribution to
the Kennedy for President Committee. The other disbursements
were reported as follows: $1,517.04 on January 23, 1980, to

"Maine Sunday Teleqram, Kennedy Campaign Headquarters, 13

Columbia Street, Augusta, Maine," for "cost of political ad in
support of Kennedy sent to our members"; $500 on February 22,
1980, to "UPIU Local 75 Labor Committee for Kennedy" for "support
for Ted Kennedy"; $3,000 on April 22, 1980, to the U.A.W.
Inte;national Union for "New Hampshire Labor for Kennedy
Literature"; and, $237 on April 16, 1980, to Bronwal Printing for
"Kennedy Four Point Brochure for our members in Illinois."

On June 17, 1981, the Reports Analysis Division mailed an
RFAI to PEP which notified them that the five disbursements
discussed above, when aggregated, appeared to exceed the limits
of 2 U.S.C. § 44la. The RFAI noted that some of the "expenditures
appear to be made on behalf of Senator Kennedy's Presidential Campaign
as contributions in-kind advocating the election of a clearly

identified candidate." By letter dated June 25, 1981, the treasurer




of PEP responded to the RFAI and described in greater detail the

purpose of four of the disbursements and suggésted that they

constitute communication costs which are exempt from the

definition of contribution and expenditure pursuant to 11 C.F.R.

§ 114.1(a). With respect to the disbursement to the U.A.W.

'fhternational Union, the treasurer stated that several unions

jointly printed some literature for distribution to their

respective members, and that it was not given to any committee.

The disbursement to Bronwal Printing was explained as "the

printing of a letter sent to U.P.I.U. members only in Illinois,"

and the disbursement to the Maine Sunday Telegram as "an

o advertisement taken out addressed to U.P.I.U. members urging

them to elect precinct delegates." Finally, the disbursement to

U.P.I.U. Local 75 was described as being "strictly used for

transporting our (U.P.I.U.) members to the polls." On October

14, 1981, the director of PEP informed a staff member of the

Reports Analysis Division by telephone that the communication

costs disclosed in PEP's reports had been paid for with non-

An amendment to PEP's July 15, 1980, Quarterly

voluntary funds.

Report (filed on February 16, 1982), however, lists the

disbursement to Bronwal Printing ($237) as having been made from

PEP's voluntary account. 5/

5/ The amendment reported the $3,000 disbursement to the U.A.W.
International Union on April 22, 1980, as having been drawn on
the non-voluntary account.




1 The law applicable

A political committee which finances activity in connection
with both federal and non-federal elections may establish a
separate federal account into which only funds subject to the
prohibitions and limitations of the Act may be deposited. All
disbursements, contributions, expenditures and transfers by the
committee in connection with any federal election shall be made
from its federal account. No transfers may be made to such
federal account from any other account maintained by such
organization for the purpose of financing activity in connection
with non-federal elections. 11 C.F.R. § 102.5(a)(1)(i).

Pursuant to 2 U.S.C. § 441b(a), a labor organization may not
make a contribution or expenditure in connection with any
election at which presidential and vice presidential electors or a
Senator or a Representative in Congress are to be voted for, or
in connection with any primary election or political convention
or caucus held to select candidates for any of the foregoing
offices.

For purposes of 2 U.S.C. § 441lb(a), the term "contribution
or expenditure" is defined at 2 U.S.C. § 441b(b)(2) and 11 C.F.R.
§ 114.1(a) (1) to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money or
anything of value to any candidate, campaign committee, political

party or committee, organization, or any other person in




connection with a federal election. The term "contribution or

expenditure"” does not include communications by a labor

organization to its members on any subject. 2 U.S.C. § 441b(b)

(2) (A) and 11 C.F.R. § 114.1(a) (2) (i).
Section 431(9)(B) (iii) of Title 2, United States Code,

provides that the term "expenditure" does not include any
communication by any membership organization to its members if
such membership organization is not organized primarily for the
purpose of influencing the nomination for election, or election,
of any individual to Federal office, except that the costs
incurred by a membership organization (including a labor
organization) directly attributable to a communication expressly
advocating the election or defeat of a clearly identified
candidate (other than a communication devoted to subjects other
than the express advocacy of the election or defeat of a clearly
identified candidate), shall, if such costs exceed $2,000 for any
election, be reported to the Commission in accordance with

2 U.S.C. § 434(a) (4)(A)(1).

As set forth at 11 C.F.R. § 114.3(a), a labor organization
may make partisan communications in connection with a federal
election to its members and their families. The manner in which
partisan communications may be made includes, but is not limited

to, the distribution of printed material of a partisan nature




by a labor organization to its members and their families,
provided that the material is produced at the expense of the
labor organization or its separate segregated fund, and that the
material constitutes a communication of the views of the labeor
organization and is not simply the republication or reproduction
in whole or in part, qf any broadcast transcript or tape or any
written, graphic, or other form of campaign materials prepared by
the candidate, his or her campaign committees, or their
authorized agents. 11 C.F.R. § 114.3(c) (1) (i) and (ii).
Partisan communications may also include a labor organization's
transportation of its members and their families to the polls.
11 C.F.R. § 114.3(c) (4).

The term "contribution” is defined at 2 U.S.C. § 431(8) (A)
to include any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of
influencing any election for federal office. The term
"expenditure” is defined at 2 U.S.C. § 431(9) (A) to include any
purchase, payment, distribution, loan, advance, deposit, or gift
of money or anything of value, made by any person for the purpose
of influencing any election for federal office.

As set forth at 2 U.S.C. § 44la(a) (2) (A) no multicandidate
political committee shall made contributions to any candidate and
his authorized political committees with respect to any election

for federal office which, in the aggregate, exceed $5,000.




3. Application of the law to the commingling problem.

The first issue involved herein, concerning the commingling

of funds, arises from the fact that PEP maintains two accounts --

a voluntary account, which is used to finance federal elections,

and a non-voluntary account which appears to be used in
gﬁbstantial part to support state and local candidates. While
PEP may maintain two separate accounts, PEP may not transfer
funds from its non-voluntary account into its voluntary account.
PEP, however, uses its non-voluntary account as an informal
"escrow" account to hold funds from local unions' members which
are undesignated; if it is subsequently determined that the funds
represent voluntary contributions, they are transferred to the
voluntary account. Such activity constitutes the commingling of
union and voluntary funds and the impermissible transference of
funds, in violation of 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a)(1)(i). As PEP has been reporting the activity of both
of its accounts since at least 1980, this commingling would seem
to have commenced sometime prior to 1980, and appears to be
current practice as well. Hence, the General Counsel recommends
that the Commission find reason to believe that the U.P.I.U. and
PEP have violated 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a) (1) (i).




4. Application of the law to the disbursements to candidates
from the non-voluntary account

The information available thus for indicates that the non-
voluntary account of PEP was used to contribute to at least one
federal candidate, David Obey.‘ Which of PEP's two accounts was
used to support nine other federal candidates is not known. PEP
has acknowledged that.its non-voluntary account was the source of
‘the funds which were contributed to the Obey campaign. Although
PEP has offered to transfer an amount ecual to the Obgy
contribution from its voluntary account to its non-voluntary
account, it is not clear whether such hés occurred. (PEP has not
reported a refund from Citizens for David Obey). It is the
position of the General Counsel that the refund of the
contribution or the transfer of funds between PZP's two accounts,
would serve only to mitigate the violation. In that the non-
voluntary account is comprised of union funds and such funds were
contributed to the Obey campaign, there is reason to believe, in

the General Counsel's view, that the U.P.I.U. violated 2 U.S.C.

§ 441d(a). ) g

There is insufficient evidence, in the General Counsel's

view, to make a reason to believe findirg at this time concerning




the disbursement from the non-voluntary fund for a luncheon for
Senator Mitchell. While the expense was incufred several months
after the Senator announced his intention to seek reelection, the
Mitchell for Senate Committee did not report the teceiét of an in-

kind contribution from PEP, thereby suggesting that the event may

have been unrelated to the Senator's reelection campaign. See

Advisory Opinion 1980-89, 1 Federal Election Campaign Financing

Guide (CCH), ¥ 5537, at 10,644 (1980), and opinions cited
therein.
5. Application of the law to the $25,000 transfers.

As to the initial transfer of $25,000 to the AFL-CIO COPE
from PEP, such a transfer appears to have been permissible as the
$25,000 was drawn on the non-voluntary account of PEP and did not
go to the separate segregated fund of the AFL-CIO. The
subsequent reimbursement made by the U.P.I.U. to PEP also appears
to have been permissible since the funds were deposited into PEP's
non-voluntary account.

6. Application of the law to the disbursements in connection
with the presidential campaign of Senator Kennedy

Although contradictory information has been provided by PEP,
PEP appears to have made disbursements from both its voluntary
and non-voluntary account in connection with Senator Kennedy's
presidential bid. 1In the General Counsel's view, the
disbursements from PEP's voluntary account were permissible, and
one of the three disbursements from the non-volunary account was

not.
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As discussed above, PEP used its voluntary account to make a
direct contribution to the Kennedy campaign ($2,000) and to pay
($237) for the distribution of pro-Kennedy literature to U.P.I.U.
members. The General Counsel's position as to the permissibility
of these disbﬁrsements, reflects the apparent fact that PEP's
$§,000 contribution limitation to the 1980 Kennedy campaign had

not been exceeded and that only funds subject to the limitations

and prohibitions of the Act were used for these disbursements. 6/

While it is clear that PEP made a "contribution" pursuant to
2 U.S.C. § 431(8) (A) of $2,000 and such counts against its
contribution limitation, there is no evidence at this juncture
that there was any coordination with the Kennedy campaign
regarding the $237 disbursement and that it is therefore subject
to limitation as an in-kind contribution. 1In any event, PEP's
contribution limitation would still not have been exceeded. Nor
is there any evidence at this juncture that the $237 disbursement
involved "express advocacy" such that it would have to be
reported by PEP on Schedule E rather than Schedule B. The
disbursement was in fact reported.

With respect to the three disbursements relating to Senator

Kennedy's candidacy which were made from PEP's non-voluntary

6/ PEP was a qualified multicandidate committee at the time the
contribution involved herein was made.

The FEC "G" Index of the Kennedy for President Committee
lists the receipt of only a $2,000 contribution from PEP, and a
review of PEP's reports did not reveal any other contributions to
the Kennedy for President Committee.
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account contaihing union funds, PEP claims that the disbursements
were used to finance communications to U.P.I.U. members and that
they therefore are not subject to the limitations of 2 U.S.C.

§ 441b(a). While the disbursements to the U.A.W. International
Union and to-U.P.I.U. Local #75 appear to have been for exembt
partisan communications pursuant to 2 U.S.C. § 441b(b) (2) (A) and
11 C.F.R. § 114.3(a) 2/, it is the view of the General Counsel
that there is reason to believe that the third disbursement at

issue, apparently to the Maine Sunday Telegram, involves a

violation of 2 U.S.C. § 441b(a) by the U.P.I.U.
' Two factors are involved herein -- whether the disbursement

to the Maine Sunday Telegram is in fact "in connection with any

primary election or political convention or caucus held to select
candidates” under 2 U.S.C. § 441b(a), and, if so, whether it
should be considered exempt from the definition of expenditure
pursuant to 2 U.S.C. § 441b(b) (2) (A). The disbursement to the

Maine Sunday Telegram apparently financed an ad which urged the

election of precinct delegates supporting Senator Kennedy. 8/

7/ These disbursements were for the distribution of pro-Kennedy
literature to U.P.I.U. members, and the transportation of
U.P.I.U. members to the polls.

8/ PEP's initial reporting of this disbursement listed the
purpose as the "cost of a political ad in support of Kennedy sent
to our members.” It was the June 25, 1981, letter from the
treasurer that described this as "an advertisement taken out
addressed to U.P.I1.U. members urging them to elect precinct
delegates.”
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In Maine the Democratic Party is structured such that precinct
delegates, upon election at the local caucuses, proceed to the
state convention where they elect delegates to the national
nominating convention. 9/ The term "primary election” .is defined
at 11 C.F.R. § 100.2(c) (3) to include "an election which is held
to select delegates to a national nominating convention." Since
the precinct delegate elections select delegates to the state
democratic convention in Maine which, in turn, will select
delegates to the national nominating convention which has

authority to nominate a presidential candidate, the U.P.I.U.'s

payﬁent for an ad urging the election of precinct delegates is a

payment made "in connection with any primary election or
political convention or caucus held to select candidate," in the
General Counsel's view. See Advisory Opinion 1979-7, 1 Pederal

Election Campaign Financing Guide (CCH) ¢ 5396, at 10,408 (1979)

(payments by corporation or labor organization for an
"Affirmative Action Program" in selecting delegates to the
national nominating convention would be prohibited); Advisory

Opinion 1980-28, 1 Federal Election Campaign Financing Guide

(CCH), 4 5477 at 10,538 (1980) (payment by local party committee
for newspaper advertising which advocates the selection of
certain delegates to attend the Republican National Convention is

an expenditure under the Act.)

9/ Democratic caucuses are held during February of a
presidential election year in Maine. The Democratic Party does
not conduct a presidential preference primary in Maine.
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As to the second factor, it is the position of the General
Counsel that the expenditure is subject to the prohibitions of
the Act and does not involve an exempt communication by the
U.P.I.U. to its members. General treasury monies may be used to
finance'partisan communications, but such communications may.only
reach union members and their families. Although the instant ad
may have been aimed at union members, it reached beyond membership
to the general public as the ad was placed in a general
circulation newspaper. Thus, the expenditure does not appear to
fall within the exemption of 2 U.S.C. § 441b(b) (2) (A). See

Advisory Opinion 1978-102, 1 Federal Election Financing Guigde

(CCH), ¢ 5397, at 10,410 (1979). Accordingly, the General Counsel
recommends that the Commission find reason to believe that the
U.P.I.U. violated 2 U.S.C. § 441b(a) by making an expenditure in

connection with a federal election. 10/
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RECOMMENDATIONS
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1. Find reason to believe the UPIU and PEP violated 2 U.S.C.
§ 441b(a) and 11 C.F.R. § 102.5(a) (1) (i) by transferring funds from
an account containing non-voluntary monies to an account
containing voluntary monies.

Find reason to believe the UPIU violated 2 U.S.C. § 441b(a) by
contributing to the Citizens for David Obey Committee.

Find reason to believe the UPIU violated 2 U.S.C. § 441b(a) in
connection with its afvertisement in the Maine Sunday Telegram.

10/ PEP's initial reportlng of this expenditure suggested a
connection with the Kennedy campaign; however, information
subsequently provided does not indicate that an an-kind
contribution is involved.
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Nicholas C. Vrataric, Secretary-Treasurer

United Paperworkers International Union
Political Education Program

702 Church Street

P.O. Box 1475

Nashville, Tennessee 37202

Re: MUR 1478
Dear Mr. Vrataric:

On , 1982, the Commission determined that there is
reason to believe that your committee, the United Paperworkers
International Union Political Education Program, violated
2 U.S.C. § 441b(a), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"), and 11 C.F.R.

§ 102.5(a) (1) (i). 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any




Letter to Nicholas C. Vrataric
Page 2

notifications and other communications from the Commission.

The investigation now being conducted will be
confidential 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 Maura White, the staff member assigned to
this matter, at 202-523-4057.

Sincerely,

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement




i~
0
o
o
(o)
T
o
T
<
"
25

FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

RESPONDENT United Paperworkers International MUR 1478
Onion STAFF MEMBER
& TEL. NO.
White
202-523-4057

INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

This matter involves the commingling of voluntary and non-
voluntary funds by the United Paperworkers International Union
Political Education Program ("PEP") and the United Paperworkers
International Union ("U.P.I.U.") in violation of 2 U.S.C.

§ 441b(a) and 11 C.F.R. § 102.5(a) (1) (i), a contribution to a
federal candidate by the U.P.I.U. in violation of 2 U.S.C.
§ 441b(a), and a violation of 2 U.S.C. § 441b(a) by the U.P.I.U.

in connection with an advertisement in the Maine Sunday Telegram.

FACTUAL AND LEGAL ANALYSIS

i The Facts
(a) Commingling of Voluntary and Non-Voluntary Funds
The 1980 October Quarterly Report of PEP disclosed a

contribution to the Committee on Political Education, AFL-CIO,
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on September 26, 1980, which totalled $25,000. 1/ A Request for
Additional Information ("RFAI"), questioning whether this
constituted an excessive contribution, was mailed to PEP on

August 26, 1981, and a second notice was sent on Septeﬁber 18,

1981. In a response dated September 23, 1981, PEP's treasurer

stated that the contribution was made through secretarial error
fiom PEP's funds, instead of the union's general fund, and that
the $25,000 would be reimbursed to PEP from the union's general
fund.
A telephone conversation was initiated by a staff member of
the Reports Analysis Division on October 6, 1981, to inform the

treasurer that the transfer of funds described in his September

23, 1981, letter was impermissible, since voluntary and non-

voluhtary dollars would be commingled. The treasurer stated that

voluntary and non-voluntary dollars would not be commingled in

N 40

that the transfer from the union's general account to PEP would

'i
(¥ ]

be deposited in their educational/treasury ("non-voluntary")
account. He explained that PEP maintains two bank accounts, a

non-voluntary account and a voluntary account, and that voluntary
contributions from local unions' members are deposited into the

voluntary account.

1/ The $25,000 contribution to the AFL-CIO COPE was not
reported by the AFL-CIO's registered political committee as being
received and appears to have been designated to a non-Federal

educational account.



An additional amendment to the October Quarterly Report,
dated October 7, 1981, confirmed the existencé of the voluntary
and non-voluntary accounts maintained by PEP. 2/ The response
explained that the two funds are kept in separate bank'accounts,
and copies of blank checks evidencing the existence of the two
accounts were submitted. The letter also stated that any money
thch is received but which is not clearly spelled out as
voluntary money is automatically put into the educational account
("non-voluntary"), and the two accounts are not commingled. (But
see below).

On October 15, 1981, PEP's treasurer was informed by
telephone by staff of the Reports Analysis Division that it would
not be necessary to continue reporting the activity of the non-
voluntary account, and that the 1981 Year End Report should not
include this activity. On November 4, 1981, an RFAI was sent on
the amended October Quarterly Report to obtain more specific
information on the usage of the non-voluntary account. 1In
addition, RFAI's were sent on the 1980 July Quarterly, 30 Day
Post-General and amended Year End Reports to request the proper

categorization of receipts. Responses were not received and,

2/ According to the treasurer, the amendment "shows a deletion
of the $25,000 contribution issued to COPE." The treasurer
further explained that while "the Union Executive Board voted to
make a contribution of $25,000 to COPE out of the Union's General
Fund for educational purposes,” the check was erroneously "issued
on the UPIU Political Education Program from its Educational
Account (non-voluntary)." 1Included with the response was a copy
of a $25,000 check, dated September 25, 1981, drawn on the
account of the United Paperworkers International Union

("U.P.I.U."), and payable to the Political Education Program.
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therefore, a second notice was mailed on November 27, 1981, for

all four reports.

PEP submitted additional amendments for the 1980 July
Quarterly, October Quarterly, 30 Day Post-General and Year End
Reports on February 16, 1982. The receipt of non-voluntary funds
was reported separately on Line 17 ("other receipts"), and
supporting Schedule B'§ for Line 21 ("contributions to federal

candidates and other political committees") were amended to show

(o

which disbursements were made from the non-voluntary account and
voluntary account. However, PEP did not specifically note on
Schedule B for Line 21, Page 2 of the October Quarterly Report,

which account was used to make contributions to nine federal
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candidates totalling $5,400. 3/ Furthermore, PEP did not clarify

whether other reports disclosed activity from both accounts.

0

The three reports filed by PEP during 1981, the Mid-Year

Report (1/1/81 - 6/30/81), October 15 Report (6/30/81 - 9/30/81),

and the Year-End Report

(l0/1/81 - 12/31/81), included the

activity of both of PEP's accounts. The Year-End Report also
disclosed a $500 contribution to the Citizens for David Obey
Committee (candidate for U.S. Congress, 7th District of

Wisconsin) from PEP's non-voluntary account, dated December 16,

3/ A letter accompanying the 1980 October Quarterly amendment
stated that with respect to the filing, the receipts had been
separated according to the two funds and that "[a]ll funds
deposited in both accounts have been deposited and disbursed in
accordance with the FEC regulations."



1981. 4/

The 1982 April Quarterly Report disclosed receipts and
disbursements of the non-voluntary account, including a
discrepancy between the beginning cash figure of this ieport.and

the ending cash figure of the Year End Report. On June 30, 1982,

RFAI's were sent to PEP regarding its 1981-82 reports which, among

other things, advised the committee to delete the non-voluntary
account from its reports, and to request a full refund from the
Citizens for David Obey Committee because the contribution to
that committee appeared to have been made from PEP's non-
voluntary account.

On July 9, 1982, a representative of PEP called to seek
clarification regarding the RFAI's. During the conversation, the
representative stated that the contribution to the Citizens for
David Obey Committee was erroneously made from the non-voluntary
fund, and that the discrepancy between cash-on-hand figures was a
result of PEP's accounting system for depositing transfers from
local unions. With respect to the latter point, the
representative explained that undesignated transfers from local
unions are deposited into the non-voluntary account. A transfer
to the voluntary account is made if it is subsequently determined
that the funds were intended to be designated for the voluntary

account. In addition, the representative stated that rather

4/ <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>