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33, MUI 1652

Dear Ur. alxa:I

On July 10, I94, the fteral Ulecti a o ionohmhdee
certain matters Vhich had been referad to' the Offt . L Of Gual
Counsel as a result of an udit of thw Pensior i...
The Commission was equally dLvided onthe a!o6of ether to
find reason to believe a violation of anY Sta thift n. Its
Jurisdiction bad been comitted by Your. 00ittee.a Aooialy.j
the Cmimission hs closed the f -ie in thi-s. ter Ztt4 -
become a part of the public record within 30 das.

Sincerely,

Enclosure
First General Counsel's Report
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lear Kr. Mausa~i

On Ju7y 0,-. IM,9 the lera iection, 3,0nion soiosdred
certain mattor ubito had been t th a o
counel an a result. of an audit of the 1sie'rs rIi auu4.
Mbe Cam Lssion 4Ws, eqally diid q-estion cm whether to
find reason to believe a violation of any statute whia its
jurisdiction hadbeen om itted byOUr CMItto. Uot4inrly
the Comission. has losed the Hil In t imttfr. it will
become a part of the public record within 30 days.

Sincerely,

Charles 3. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
First General Counsel's Report
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eat a* *eIdman:

SOn Jul 10, 3)64, the Federal Ulection Ccmt C-o 4cu aeed
cettain matters which had been refetrted to the Oficef Geral
Counsel as a result of an audit of the ftensosrs Action, Fend.
lbe Commission was equally divided on the qa'tetic of whether to
find reason to believe a violation of ny. statute vith.itts.

ut, Ica had been comitted by Your Comittee. "00o'aftslye
the Comission has closed the f ie in this mattor. it vili
become a part of the public record within 30 days10

Sincerely,

Chat so. steel*

Associate Gene Counsel

Enclosure
First General Counsel's Report
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UerK 0 Seidman:

• CG JUy 10, 1984, the Federal Election CaftissAos considered
certain matters vbich had been referred to the Ofttw of nral

7s as a result of an audit of the Penslofetrs OtIon W .
b. rcmiasion was equally divided on the qetion of whether to

f.10 reason to belie a violation of any ftautwviUt b Iti
jurisdiction had been comitted by yourcaints. xtdiey,,
the Camaission has closed the file in this matter. It ii l
becoe a part of the public record within 30 days.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
First General Counsel's Report
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z, Marjorie W. smons, recording secretary for .t

Federal Election Comission executive session Of JulY 10,

1984, do hereby certify that the Cosission took the

following actions in MUR 1652:

1. Failed by a vote of 3-3 to pass a notion to

a) find reason to believe that the
Pensioners Action Fund and the
Masters, Mates and Pilots Political
Contribution Fund have violated
2 U.S.C. S 441a(a) (2) (A).

b) Approve and send the letters and
Factual and Legal Analysis attached
to the General Counsel's report dated
June 29, 1984.

Commissioners Aikens, McDonald, and McGarry
voted affirmatively; Commissioners Elliott,
Harris, and Reiche dissented.

2. Decided by a vote of 6-0 to close the file.

Comnissioners Aikens, Elliott, Harris, McDonald,
McGarry, and Reiche voted affirmatively.

Attest:

Date Marjorie W. ENons
Secretary of the Commission



LECTION COMMISSION
0C. 204*3

SUjXCT:

CHARLES STEELE, GENERAL COUMSZL

MARJORIE W. EMMONS/SUSAN M. TEIR

JULY 5, 1984

ADDITIONAL OBJECTION - MUR 1652, FIRST
GENERAL COUNSEL'S REPORT signed

June 29, 1984

The above-named document was circulated to the

Commission on

Objections have been received from the Commissioners

as indicated by the name (s) checked:

Commiss ioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner McDonald

Commiss ioner McGarry

Commissioner Reiche

This matter will be placed on

agenda for Tuesday, July 10, 1984.

X (COMMENTS)

X (COMMENTS)

the Executive Session



"LECTQN CM1SS1"o,.
O)C. 20463

DATE;P

SU=JCT:

CHALE STUL2 GEEALCURE

MARJRIE11. MNDS/SUSAN X4. TEUfl

JULY 5, 1984

OBJECTION - MUR 1652 - FIRST GENERAL COUNSEL'S
REPORT signed June 29, 1984

The above-named document was circulated to the

Commission on Monday, July 2, 1984 at 4:00.

Objections have been received from the Commissioners

as indicated by the name (s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner McDonald

Commissioner McGarry

Commissioner Reiche X (COMMENTS)

This matter will be placed on the Executive Session

agenda for Tuesday, July 10, 1984.
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SUDJEC:

Office of the Comission Secretary

Office of General Counsel

July 2. 1984,

MUR 1652 - First General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

[ ]

[ ]
[]
[]

[1

DISTRIBUTION

Compliance

Audit Matters

Litigation

Closed HUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)

[I
[]

[1

[]

[]

[]
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W.WANT STATUTE:

JNRZBRAL REPORTS
CRBCIED:

rINT 9R NA LLY *ETa

Pensioners Action Fund
masters, mates and Pilots POlitical
Contribution Fund

2 U.S.C. S 441a(a)(2) (A)
2 U.S.C. S 441a(a)(5)
11 C.F.R. S 100.5(g) (2)

Final Audit Report of the
Pensioners Action Fund

ENERATION O' hTfiR

On March 16, 1984, the Commission referred to this Officm

certain matters contained in an attachment to theFinal audit

Report on the Pensioners Action Fund which covered that

committee's activities between January 1, 1981 and December 31,

1982. (See Attachment 1). These matters are:

1) Whether the Pensioners Action Fund is still to be

considered affiliated with the Masters, Mates and Pilots

Political Contribution Fund ('Political Contribution Fund") by

virtue of their common establishment by the International

Organization of Masters, Mates and Pilots ("the XONUW' or rthe

Union"), despite the assertion of the Pensioners Action Fund,

verified by the Audit Division, that it has received no

contributions through the Union since December, 1976.

Washington,
FRS?m Un3L a
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*ra*sxti.n, through Which It establisbe S mutaadt t
miatains that status af tot the telatioo0ip, io ended.

3) Whether the Pensioners ActionAN=unf filed to reptt1

incoome of $3r000 derived frm the, rental Of investmsent ptopety.

FATU" AmD =LJ NL

A. Af fillation

2 U.S.C. 5 441a(a)(5) states that "all contributions made by

political committees established or financed or maintained or

controlled by any corporation, labor organization, or any other

person . . . shall be considered to have been made by a single

political committee. .. . In the present instance the

Pensioners Action Fund, originally the Masters, Rates and Pilots

Pensioners Action Fund, registered with the U.S. House of

Representatives on April 19, 1973, listing the IO3UP as its

connected organization. The committee was funded only by

voluntary contributions from retired members of the Union.

In 1976, a dispute arose between the Pensioners Action Fund

and the Union, apparently over the Union's desire that the Fund

represent and solicit both active seamen and pensioners. On

November 19, 1976, the Masters, Mates and Pilots Political

Contribution Fund registered with the Commission and also listed

the IOMNP as its connected organization.l/ In December of

1/ In April, 1981, the Commission and the Masters, Mates and
Pilots Political Contribution Fund entered into a conciliation
agreement in which the committee did not contest the Commission's
determination that the committee had violated 2 U.S.C.
S 441b(b)(4) (A) (iii) by soliciting pensioners who were not
members of the union.
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a mI'erokip organization "with no wtpoftod Ooneod

In February and April, 1976, the pension fund, administrato ,

in few .York and California ceased transferring funds colleoted
.

from pensioners to the Pensioners Action Fund. These funds were

placed instead in special escrow accounts where they accumulated

until 1980. In April, 1977p the Pensioners Action Fund filed a

lawsuit against the Masters, Mates and Pilots Pension Plan in the

United States District Court for the Southern District of New
In York to secure release of these funds. On June 24, 1980, the
C4

parties entered into a joint stipulation in which they agreed

that the escrowed funds plus interest, totaling $219,392.58,

would be paid over to the Pensioners Action Fund and that upon

o receipt of these funds the lawsuit would be settled. The court

accepted this settlement on July 22, 1980. The escrowed funds

were turned over to the Pensioners Action Fund on June 26, 1980.

The Audit Division has verified that, except for its receipt

of the above cited escrowed funds in June# 1980, the Pensioners

Action Fund has received no contributions through the Union since

December, 1976. Therefore, this committee has not been financed

or maintained by the Union, nor has it apparently been controlled

since 1976. Its major source of funds since December, 1976, has

been interest earned on pre-reorganization contributions.

In 1982, both the Pensioners Action Fund and the Political

Contribution Fund made contributions to Citizens for Sarbanes for
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thfiliated, they rh" Violated- 2 U.8.C. S 4-41a(a)(2):(A) by

euceedIug the $S 000 limit for mutianidate -cmittos

The issue before the Comission is whether the POnioet"r-

Action Fund and the Masters, Mates and Pilots Political

Contribution Fund are to be considered affiliated by virtueo**t

the fact that they were established by the sase union, or whether

the Pensioners Action Fund's disassociation of itself from the

Union in 1976 severed both that connection and also any

affiliation with the Union's second separate segregated fund.

In 1978 the Commission addressed this issue in MUR 414 with

regard to the National Republican Senatorial Committee (001SC)

and the Republican Congressional Boosters Club ("Boosters Club).

These Committees had acknowledged affiliation with each other

from 1972 until March, 1976, when the Boosters Club amended its

statement of organization to terminate its affiliation with the

4 NRSC. This Office, in its General Counsel's Report of

February 14, 1978, stated its opinion that, once affiliated,

political committees cannot terminate their affiliation. The

Commission, however, failed to pass a motion finding a violation

of 2 U.S.C. S 441a(a)(2) (A) because of affiliation and the file

in this matter was closed.2/

2/ The General Counsel's Report also cited indicia of actual
continuing affiliation after 1976.



early a 19 Lu M 4Ss.. . te Wp

ive of the effective affiliat~ft date of the W-x b

Congressional Club (NOCCO) and the Belot e r ,tiat

(1978 Committee). Dvuriig the courte of the Iuvetition, In'

matter it was determined that the xCC had fix:t registered a

political committee in 1973 at which time it had designated

itself as a single candidate committee affiliated with the Helms

for U.S. Senate Committee (1972 Committee). The Helms for U.S.

Senate Committee did not terminate until January, 1976. On

November 7, 1974, UCCC notified the Secretary of the Senate that

it was changing its status from that of a single candidate

committee to that of a multicandidate committee. Apparently the

validity of such disaffiliation from the Helms committee was

never questioned.

The present instance is the first time the Commission has

addressed the issue of the disaffiliation of separate segregated

funds. This Office reaffirms the position which it took in

HUR 414, namely, that once committees are affiliated they cannot

terminate this affiliation. This is especially valid when comon

establishment is involved as it is with the Pensioners Action

Fund and the Political Contribution Fund. As noted above,

2 U.S.C. S 441a(a)(5) states that "all contributions made by

political committees established or financed or maintained or

controlled by any . . . labor organization . . . shall be

considered to have been made by a single political

committee, . . . (Emphasis added). The use of the word *orm
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te Initetngt i ol Oraninzat Aion on on Masors, *ates$ tei P t

rpdea nt in this tter te*ahOt it neatothateote

establishment by fiate A new committee could be st Iha0

persons involved with the Pensioners Action Fund to w oi~h tut:

committee c Fuld contributeJ / Following disposal of Its

remaining funds the Pensioners Action Fund could then terminate,

leaving the now committee to operate with no connected

organization and no affiliated committee with which it sared

contribution limitations.

in 1982, both the Pensioners Action Fund and the Political

Contribution Fund made contributions to Citizens for Sarbanes for

the general election campaign in the amounts respectively of

$5,000 and $200. Given their affiliated status, these co=ittees

have thus violated 2 U.S.C. S 441a(a) (2) (A) by exceeding the

$5,000 limit for multicandidate committees. This Office

recommends that the Commission find reason to believe that the

Pensioners Action Fund and the Masters, mates and Pilots

Political Action Fund have violated 2 U.S.C. S 441a(a) (2) (A).

B. Multicandidate Status

2 U.S.C. S 441a(a)(4) defines "multicandidate political

committee* as a political committee which has been registered for

See discussion of multicandidate status in Section B below.
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*state, volitioa poty otgonizatione has 046Ce tI0

LVe o0 m*re federal coftdates* Neither the statt, 0;
"'lssow' a regta1tions requirea comuitte to testm "it ks

multicandidate status upon a change Of ciromtn~szri
the connected Organization originally Involved, or to meet the
statutory criteria during each election cycle, Therefore, It

appears that this status is continuous once it has been

established.

Whether or not the Pensioners Action Fund retains multi-

candidate status in its own right its continuing affiliation,

with the Political Contribution Fund, also a multicandidate

comittee, would permit the Action Fund to avail itself of the

status of its affiliate. See AO 1980-40.

C. Income From Lease of Rental Property

In Auguste 1982, the Pensioners Action Fund reported the

purchase for $240,000 of real estate property as an investment.

Although the property was not rented during the period of the

Commission's audit, counsel for this committee informed the

auditors that it was to be rented during June, July and August,

1983, at $1,000 per month. The only documentation produced was

an unexecuted copy of the lease showing that the intended lessee

was the individual and his wife from whom the property was

originally purchased. The committee's 1983 and 1984 reports do

not cite receipts of rent payments; rather, they show payments to



I!IIIL. related activities such as travel. The payee 5 repote L- 4ws. ,
is that of the real estate property in questiOn.

Sinformation presently in hand does Mot provide a sufficent

basis for finding reason to believe that the Committee has ailed

to report $3,000 in rental income in 1983. Indeed, it seems that

the lease was never entered into but rather that the former

owners are now caretakers.

Questions also arise as to whether the Pensioners Action

Fund's leasing or eventual sale of its real estate property would

place it in violation of 2 U.S.C. S 441b(b) (3) (A) or of 2 U.S.C.

S 441a(f)A/ 2 U.S.C. S 441b(b) (3) (A) prohibits separate

segregated funds from making contributions or expenditures 'by

moneys obtained in any commercial transaction.* Yet 11 CoF.R.

r S 103.3 permits the transfer of funds from a registered

. depository for investment purposes, provided they are returned to

r the depository before expenditures are made. Thus, income

received from the sale or leasing of real estate owned by a

separate segregated fund could be deemed to fall within the

definition of commercial transactions and thus be unavailable for

contributions or expenditures, or it could be treated in the same

manner as investment income derived from transfers into an

4/ Counsel also informed the Audit Division that this real
estate has been put up for sale.
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tr*sur ynot es (00 197 41) invest ment In a, a

. s.. iation (10 1976-25), or investuant in an investmt *

(00 2U-3), Oe. as available for expenditures. Thw:34
or, lesp ially, the sale, of the Proet coud alo be v!~s *

a contribution from the lessee or purchaser. However, tb,

respondent has not reported income from either the leasing o. t*e

sale of the real estate in question, nor has it reported

contributions to federal candidates in 1983 or 1984. Therefore,

we do not recommend pursuing this matter at this time.

Its lB AIons

1. That the Commission find reason to believe that the
Pensioners Action Fund and the Masters, Mates and Pilots
Political Contribution Fund have violated 2 U.S.C.
S 44la(a) (2) (A).

2. That the attached letters and General Counsel's Factual and
Legal analysis be approved and sent.

Charles N. Steele
General unsel

Associate Generax/Counsel

Attachments
1. Audit Report
2. Letters to Respondents (2)
3. General Counsel's Factual and Legal Analysis
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MEORT OF THEC AUDIT DIVISION
ON

THE PENSIONERS ACTION FUND

I. ackground

A. Overview

This report is based on an audit of the Pensioners."
Action Fund ("the Committee"), undertaken by the Audit Division
of the Federal Election Commission in accordance with the
Commission's audit policy to determine whether there has been• 7 compliance with the provisions of the Federal Election Campaign

Act of 1971, as amended ("the Act"). The audit was conducted
O pursuant to Section 438 (b) of Title 2. of the United States Code

which states, in part, that the Commission may conduct audits and
field investigations of any political co-nittee required to file

47 a report under section .434 of this title. Prior to conducting
any audit under this section, the Comnission shall perform an
internal review of reports filed by selected committees to
determine if the reports filed by a particular committee meet the
threshold requirements for substant ial- compliance with the Act.

0

The Coamittee registered with 4-e U.S. Bouse of
Pepresentatives en April 19, 1973, as the- Masters, Mates and

a Pilots Pensioners Action Fund reporting the International
Orcanizaticn of ":asters, Mates and Pilots as its connected
organization. On-December 14, 1976, bhe Comn=tmee amended its

60 Statement of Organization changing its name to the Pensioners
Action Fund. The Committee maintains its headquarters in
Baltimore, Maryland.

The audit covered the period January 1, 1981 through

December 31,.1982. The Committee reported a cash balance on

January 1, 1981 of $339,887.23; total receipts of $84,731.87;
total expenditures of $108,453.30; and a cash balance on December

31, 1982 of $316,165.80.

This audit report is based on documents and work papers

which support each of its factual statements. They form part of

the record upon which the Commission based its decisions on the

matters in this report and were available to the Comomissioners
and appropriate staff for review.

AT1WNI4E2NT 1
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reported receipts and disbursements ard indiv ald ttzua ns
review of required supporting documentation; analysis Of Abts
and obligations and such other audit procedures as deemed
necessary under the circumstances.

II. Matters Referred to the Office of General Counsel

Matters noted during the audit were referred to the Office
of Genera~l Counsel on March 16, 1984.



• t R Robert J. Costa
Assistant Staff Diecto, .
Audit Division

TlOVGH: John C. Surina
Staff Director

FROM: Charles N. Stee
General Counsel

SUSJECT: Report of the Audit Division on :tbe
Pensioners Action Fund

The Office of General Counsel has reviewed the Report of the

Audit Division on the Pensioners Action und and the accompanying
- memaorandum addressed to. this office. eased upon our review of

these documents, we make the following cc-4"ents.

The Audit Division has raised the cqestion of whether the

Pensioners Ac -tion Fund ("PAF") is "affiliated" (11 C.F.R. S 100.5
0 (g)(2)) with the Masters, .Mates and Pilots Political Contribution

Fund ("PCF"). The P.AF was established b'Y the International
Organization of Masters, Mates and Pil- S ("Union") in April 1973,

O and the PCF was established by the Union in Novem-ber 1976..I/

1/ Following a dispute between the Union an6 the PAT during

1976, the International Union Pension Trust Fund withheld
contrIbutions (pension deductions) to the ?A?. (See MUR 773
wbich was generated by an audit of the PA? pursuant to former

2 U.S.C. S 438(a)(B).) In April 1977 the PA? filed a lawsuit
premised on federal pension law in the district court of the

Southern District of New York to secure the release of the

withheld funds. 3ecause of concern that a possible violation of

2 U.S.C. $ 441b(a) could occur when and if the withheld PAP funds

were eventually transferred to the PA? a.nd used in federal
elections, the Com-ission determined cn .arch 9, 1979, to have

the auditors request that the Pension Fu.nd administrator
segregate all authorized political monies into an escrow account

in order to avoid any possible violations of the Act in the

future. The Pension Fund administrator inforred *he auditors

that (continued cn next page)



Pursuantto 11 C~O S.lO.5(q)(2)I ail cc~.ees
s*i~art~~~ Se. atd fund) 'stobl ish4.fi nc4. ttain-dq4" *
coWroldby the saw* corporation, latr, erVzs. atoer*,

or~~V SApp ~in ?Y ~ 54~~ branch#
divtlion, 616patrt, o local untit hroae diltd

yuthr~ore, as set forth at 2t...£41~)() l

contribotions made by political committees .stAblisbet or
financed or maintained or controlled by any corpcration, labor-
organi ation, or any other person, inclulin. any parent,
subsid itry branch, division,. departmeoZt, or local unit of such
corporation, labor organization, or anry ot:,.er person, or by any
group of such persons, shall be cons dev - to have been made by a
single political committee.

The Audit Division's memorandum contains the information
that on December 14, 1976, the PAF. filed an amended Statement of

Organization which changed the committee's name by dropping the

prefix "Masters, Mates, and Pilots." his office's review of the
amendment, which asks that only changes in previous statements be

provided, reveals that the PAP provides no information concerning
its connected organization other than that its connected

*0 organization is a membership organization. 2/ Audit's memorandum
also states that according to counsel for the PAP, the PAP has
not been affiliated with the Union since the dispute and has not

C%1 received any funds through the Union other than those discribed
in footnote 1 supra. The auditor's re.iew 'of the reponrts filed

T1 by the PA.- has verified that the PAP his -Lt received any
o contribu-tions through the Union since .ece.*ber 1976 and that

since December 1976, the PAP's major source of funds has been
interest earned on pre-reorsanization cot:-iutions. 3/

1/ (continued)
.0 The funds had been in a separate, seg:=e.cat-6 account since

r January 1979. n -1u. st 6, u.-79, t ... 16... 
determined to

take no further action against the PAZ and the Pension Fund
concerning any past cormingling of pension funds and PAP

authorized funds. On Ju.e 26, 1980, the .?ension Trust Fund
turned over to the PAF the withheld ccntri-utions plus the
interest thereon ($219,392.58).

2/ Accordingly, it is the view of' this office that the phrase

*... and deleting the Masters, Mates and Pilots as a connected

organization" should be omitted from the second paragraph of -the

first page of the audit report.

3/ Although the PA.r'_s amended Statement of Orgbanization states

that its connected organization is a eer.b-rshp srganization,

there is no info:-ratiof which indicates t-e jientity or- existence

of the organization.
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%~te QSR~ iU 73thd~tt 1 x~r the %
11t o betweenz the PA 7am the PC1 azcs.. h41, ot1

a4~t# th Ctnstlo tha i ligh A, t ats Ofh aa
of tespctive establishnent by a c=c¢n connected

orgafli:atlonl, the Union. (See General Counsel's Peport, Part A,
March 1, 1979.) 4/ However, snce at t*.at time the PAF and the
PC haid not contrlibuted, in the aggre ta, moe than $SO00 to,- &,*
fe deral election campaign, the Commissicon deterzmined to have wte
auditors inform the PAP, PC?, and the "nicn that they

deervd affiliated for .purposes of the contribution lim-ti-ons- in
2 U.S.C. 5 441a (a) (2) (A). 5/

Because the instant audit of the PA- revealed that the PAP
contributed $5,000 to Citizens for Sar*anes for the 1982 general
election and that the PCF contributed $200 to the same committee
for' the same election, the Audit Division again raises the issue
of affiliation between the two corm-ittees. 6/ In view of the
facts that the contribution limitations har-e now be6.n exceeded 2/
and that the PAF apparently intends to beccme more active in
future elections according to Audit, we 1elieve that this issue

4/ The General Counsel's Report in !.: 773 reasoned that both

'0 the PAF and the PCF were established bv the Union and that the
solicitation of contributions to the and ad the ?CF were made
under the Union letterhead and signed =y the Unicn President.

o The General Counsel recocnized that the ?claied in the then
pending lawsuit to be com:pletely separate from the Union, but
argued that, the PAZ never amended its Sta--e...t of Organization

0 to .eflect that it was no longer conne.ted to the Union. The
Gener:a! C %- e" -.--= '_'*d that -"'e PA? relied, as
evidence of its in'ependence, on the fact that none of the

a present officers of the ?AF were officers of the Union, non-
comsmonalty of officers is not a deterinative factor in deciding
whether the organizations are affiliated.

5/ Subsequently, cn August 16, 1979, the Comission determined
to "take no action against the PCF and the PAZZ concerning their
possible affiliation at this time."

6/ As affiliated cc..ittees the PAX and the ?CF are limited to

contributing $5,000 in the aggregate to Citizens for Sarbanes for
the general election. 2 U.S.C. 5 441a(a)(5) and 2 U.S.C.
5 44la(a) (2) (A).

7/ Audit's acco-Manying memorandum to this office notes that

"[[though outside of the period audited, a similar problem

occurred during t.e 1980 election."



'4RW~into the Union will Astre to'pro#1Ce ''to #e to W:tu*V

.~6?C* infuturt ootations5.

Witb respect to Audit' 4 question drcO z n Log) the
Muticndidato* Status of the P? oa rca~a ttst.it
is :i lear vhethe a comittte Vbich britks, ,ith, the Connetd
organization thro which it estabiteise tulti#*Miat* Sta -
#mintains that status if that connection is enoed" It i S ,

view that the issue of the PAP's connecticn to the Union is
directly tied in with its above relationship (affiliation) with
the PCF. Hence, we recommend that- these issues be considered
jointly in a referral to this office.

A final issue raised in Audit's memorandum concerns the
PAT's reported purchase of real estate property as .n. investment
on August 18, 1982. 9/ According to Audit, the property was not

0 rented during the pe7iod covered by the audit. However, the

PAP's counsel stated that the property was rented to a PA.
consultant for $1,000 a month during the =onths of June,. July,

.44 and August 1983. Audit obtained from the ?AF an unexecuted copy
of a lease that stated that the property was to be used by the
tenant as a private domicile and for no c :er purpose. Audit's

o memorandum also states that the property has been put up for sale
and that the PA? did not report the receipt of rental income on

Sits 1983 Mid-Year eport.

S/ Audit notes that because the amount Jin excess of the
contribution li..Station is only $200 this -attar will not be
...ncciuded as a !--.. i the audit re:== Si-:e the -ateriality

threshold for excessive contributions has not been exceeded,
o unless the PAF "is determined not to be a multicandidate

committee."

-9/ The PAF reported a disbursement of $240,000 on August 18,

1982, to Thomas F. O'Callaghan for .the "investment purchase of

real estate land" ($64,025), a building ($135,975), and furniture

and fixtures ($40,000).



v t ipncomwe occurred *1to±# 'th '40
tshot4 not toe't ,et thi V~~

base the W s 1983 rprtsdo 0o i bas,
side6 O cotribution". or an~ aePeftP~4itv-*" OizC* te'Y
. rantJ t.t is this office's view that thIs natter 6bit b
2 .S.C. S 441b(b) (3) need not be addrtssea at this tise to

the PA?'s failure to report rental. in c e of 11-0 h0vvet ie
recommend that this issue be included in a referral to this
office separate from the audit report.

O, cc: The Comiission

10/ Pursuant to 2 U.S.C. S 441b(b) (3) the separate se'grated
" fund of a labor organization may not zeat a contribution or

expenditure with moneys obtained in any commercial transaction.

" I1/ In the future we ask that Audit pre=,ae a separate
memorandum with respect to matters occfr.-.-.g outside the scope of0 the audit.



FEEII %.zTIfOP COMMI55IQ?0N

ME ;,1 tSTESLE
GEN"AL COWXSZL

TRAOUG: 30kh C. SURIWA
:STAFF DIRCTOR

FROM: 303 COSTA

SU3BECT: AUDIT OF TEE PEINS!ONMRS ACTION
FUND A83-77

During the audit of the Pensioners Action Fund ("the
SCom=ittee"), several questions regardizq the nature of the

g Committee and its activities arose. The questions relate.to the

Commi-tee's connection with the Interna.c..a Oreanization of

C*4 -sr Mates and Pilots, qualifications -or futti-candidate
stat-us and the conduct of apparent cc-mer.ial activity. A

seneral review of the Comittee's hist r;, along with a

% discussion of each of the areas noted above follows.

T:he Masters, Mates and Pilots Pensioners Action Fund
o res ered with the U.S. Eouise of .epzese.-tatives on April 19,

1970. Cn October 7, 1974, the Commi ttee- ad the International
O.ganizat.ion of Masters, Mates and -ilcts ("th Union") executed

o an "zcreement and Declaration of Trust tc !,:oaden the purposes and

basis of the Co-.-ittee in crder to fut : the political and

general interests bf Union pensioners. ::e Cc:.ittee was funded

to solely by voluntary contributions from retired members 
of the

Union.

During 1976, a dispute arose between the Committee and the

Union, and the International Union Pension Trust Fund withheld

from the Committee and deposited to an escrow account
contributions (pension deductions) to the Committee.

On 1Vovember 19, 1976, the Union recistered a second

co-mmittee named the Masters, Mates and ?ilots Political

Contribution Fund ("!.TP-PCF").

!/ According to the Committee's counsel the dispute revolved

around an attempt by the Union to increase its control over

Committee decisions.



iA
Dn ecember 14, !196teComte 1In 4*

StIOAWnt 'of 0 grizaton't-hanAgingm t-heC0oitte PKhAte t A
S Actiorn ru nd And llsti .4A. .a .....

ofn r9: a iotln w ith no connected .o'an%;aticn*.,

Th6 CotMittee sued the Union, and received the escr o .
fun$ f ro the *nion bV check dated June 2 Us

According to the Comittee's counsel, since the disput, *be
Covmittee has not been affiliated with the nion, and: other tb
the i tig.ation funds, has not received a.y f-s througb the L

Union.

The Audit staff's review of Committee :e.orts veiiefd the
Committee's counsel' s statement, and showed that the Committee

has not received any contributions (otbe- th-an the escrow

transfer) since the aniended Statement of C:sanization. Since

December of 1976, the Committee's major sc'rce of funds has been

interest earned on pre-reorganization cont:ion
'  .

Multi -Cand i date Status

The Masters, Mates and ?ilots Pension-ers Action Fund is a

cualified multi-candidate commnittee. ier it is unclear

whether a committee which breaks with the :cn-ected organization
,+ throug~h which it established mult-candidate status maintains

that status if that connection is ende:. "n a sense, the
r reorcanization of the Committee can be seen as a termination of

n one for= cf committee, and the subsequent for-ation of a

different type cf committee. in this case, the Committee
0 continsued to cpe:ate as a multi-candidate .orittee, making

contributions up to the $5,000 lintit to cndidate committees.

C Since the reorganization, the Cc.--.itt.e lhas sup Dorted only 4
a; caddatesan 'ou2.d not cuaify a :.ti-candiate4.de: aI ca.-dil 

" =  .--

committee. Du:-tein the period of audit, .C.M. ,.LftZee ccn.ibuted

or $5,000 to Citizens For Sarbanes on October 7, 1982.

ffI iaton

Both the u.M?-PC" and the Committee "-':e established by the

Union. in accordance with 11 C.F.R. l00.5(g)t2), comittees

established by the same labor organization are affiliated.

However, since the Com-mittees dispute w.ith the Union, the

Pensioners Action Fund has acted in-dependent
. of the Union and the

.MMP-PCF.
In 1982, the Committee and the !'P-?C? both gave

contributions to Citizens For Sarbanes. 2/ ..'-?cF contributed

2/ Though outside cf the audit period, a similar problem

occurred ;,r:nc the 1920 election.



$3,9Q0 to :ens r~: arbano s du r~ i~ rigrRfPOh-
S ,1e cOntrilkUted $200. 00 tf= te onra I

onr Stl~Oi~ Action ?U116.coni ust~e $S,00O to Citizen~

Ssrpn, for t ;ehe a-I 1 00ltioh on Ote o~vr '701Ie:t mite on o , s'.

The Committee's counsel stated that tSe Committee int t
become more active in future elections.

Az.:a ren t Ccm ercial ActiVitV

On August 18, 1982, the Co,- ittee.re.%rtzd t1he purchaseo of
real estate property as an investment. -1he Leports ;,nalysis
Division contacte6 the Committee, ancd recuired tbat the purchiso,

.. price of the property be included in cash-On-han e

According to the Committee counsel fc: the Months of une,
July and August of 1983, the property was :ented to a CoMittee
consultant for $1,000 per month. An unexecuted copy of the
lease, prov%"ded by the Committee, stated that the property was to
be used by the tenant as a private domicile, residence and for no
other plurposes. The property has been pu up for sale.

During the period covered by the aue -, the property was not
rented. A report filed by the Committee czvering part of the
1 eriod6 in which the property was rented (1/i/E3 - 7/30/83) fails
to sow the recei -t of rental income

1%0 The affiliation Suestion also affects this issue in that 2
U.S.C. 4!b(b) (3) (the commercial transact-i-n r iition) would
seen. to be relevant only if the Committee is still connected with

o the Union.

eattached audit report is bei fc:-wa:d-ed with no
c n fincncs .pending., you: analysis of the abo:e issues. in addition,

. .. . .attacbed a %. 0o:an;"- "ai t h
6affiliation question. The question was =:evicusly forwarded to

o the Office of General Counsel as a result of the audit of the
Pe.nsioners .ction Fund conducted in 1578. If you have any
questions, please do not hesitate to call Glen Buco or Russ
Bruner at 523-4155.

* 3/ This matter would not be-included as a finding in the Audit
report because it did not exceed the materiality threshold
for excessive contributions unless the committee is
determined not to be a multicand'date co-mittee. .

;-.tta cents as stated



*44 ~ 1*SP tPir itsad ots Political
-,Conribution~ tund',

10 i~a 1ti! i Soulevard

iftthCum, :Maryland 21090

RE: MUR 1652

Dear Mr. Seidman:

On , 1984, the Federal Election Commission etermined
that the Masters, Mates and Pilots Political Contributil Fund
and you, as treasurer, havk violated 2 U.S.C. 5 441a(a) (2) (A), a
provision of the Federal Election Campaign Act of 1971, as.,
amended ("the Act'). The General Counsel' a factual and, Isal
analysis, which formed a basis for the Cmaission' sfindingis
attached for your information.

Under the Act, you have an opportunity to dtmonstrate that

no action should be taken against the committee and you as
treasurer. You may submit any factual or legal materials which
you believe are relevant to the Commission's consideration of
this matter. Please submit any such materials, along with your
answers to the enclosed questions, within ten days of your
receipt of this letter. Statements should be subitted under
oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
committee and you, as treasurer, 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 desired. See 11 C.F.R.

S 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
notifications and other communications from the Commission.
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$inWr*ly,

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



Peneioftets Actionf PRUd

altioore *- Maryland

RE: MUR 1652

Dear Mr, M4azzal:

On ,1984, the Federal Election Comission *t~ra4ned
that the Pensioners Action FTn and you, as treasurer, hab~*
violated 2 U.S.C. S 441a(a) (2) (A), a provision, of the Federal
Election Campaign Act' of 19y71, as amended ("the ActO)., :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 the committee and you as
treasurer. You may submit any factual or legal materials which
you believe are relevant to the Commission's consideration of
this matter. Please submit any such materials, along with your
answers to the enclosed questions, within ten days of your
receipt of this letter. Statements should be submitted under
oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
committee and you, as treasurer, 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 desired. See 11 C.F.R.
S 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
notifications and other communications from the Commission.

13?
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Sincerely*

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

6)
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On March 16. 19,4, 000 Mision lc.ttted to this~ 6fftjj

Certain matters contained inn attachment to the Final Audit

Report on the Pensioners Action Fund wbich covered that,

committee's activities between January 1, 1981 and Deoember 31,

1982. These matters are:

1) Whether the Pensioners Action Fund Is still to be

considered affiliated with the Masters, Mates and Pilots

Political Contribution Fund (*Political Contribution Fund*) by

virtue of their common establishment by the International

Organization of Masters, Hates and Pilots ("the IONNP' or 'the

Union'), despite the assertion of the Pensioners Action Fund,

verified by the Audit Division, that it has received no

contributions through the Union since December, 1976.

2) Whether a committee which breaks with the connected

organization through which it established multicandidate status

maintains that status after the relationship is ended.

3) Whether the Pensioners Action Fund failed to report

income of $3,000 derived from the rental of investment property.

FACTUAL BASrS AND LEGAL ANALYSIS

A. Affiliation

2 U.S.C. S 441a(a)(5) states that Oall contributions made by

political committees established or financed or maintained or

controlled by any corporation, labor organization, or any other
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iPOGiners. Action Fund, oziginally the Masters. atos a.. l.ts
.Pnioers Action Fund, registerod uith the U.S. House Q

Repmeentatives on April 1t# 1973, listing the 10101 a its

connected organization. The committee was funded only by

voluntary contributions from retired members of the Union.

In 1976, a dispute arose between the Pensioners Action Fund

and the Union, apparently over the Union's desire that the Fund

represent and solicit both active seamen and pensioners. On

November 19, 1976, the Masters, Mates and Pilots Political

Contribution Fund registered with the Commission and also listed

the 1OW as its connected organization./ In December of that

same year the Pensioners Action Fund filed an amended Statement

of Organization changing its name and listing itself as a

o membership organization with no reported connected organization.

In February and April, 1976, the pension fund administrators

Cin New York and California ceased transferring funds collected

from pensioners to the Pensioners Action Fund. These funds were

placed instead in special escrow accounts where they accumulated

until 1980. In April, 1977, the Pensioners Action Fund filed a

lawsuit against the Political Contribution Fund in the United

1/ In April, 1981, the Commission and the Masters, Mates and
Pilots Political Contribution Fund entered into a conciliation
agreement in which the committee did not contest the Commissions
determination that the committee had violated 2 U.S.C.
$ 441b(b) (4) (A) (iii) by soliciting pensioners who were not
members of the union.

IOU
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~eltet 6as of these f on"d On J une 24, 19@6 i r~4"

Ontred into a Joint stipulation in which they: apes that the

acoe funds plus intereste totaling $21913-92., 0-vould hle
over to the Pensioners Action Fund and that upon receip t ~t*~t

funds the lawsuit would be settled. The court accepted this
settlement on July 22, 1980. The escroved funds were turned over

to the Pensioners Action Fund on June 26, 1980.

The Audit Division has verified that, except for its receLpt

of the above cited escrowed funds in June, 1980, the Pensioners

Action Fund has received no contributions through the Union since

December, 1976. Therefore, this committee has not been financed

or maintained by the Union, nor has it apparently been controlled

since 1976. Its major source of funds since December, 1976, has

been interest earned on pre-reorganization contributions.

In 1982, both the Pensioners Action Fund and the Political

Contribution Fund made contributions to Citizens for Sarbanes for

the general election campaign in the amounts respectively of

$5,000 and $200. If those committees are deemed to be

affiliated, they have violated 2 U.S.C. S 441a(a) (2) (A) by

exceeding the $5,000 limit for multicandidate committees.

The issue before the Commission is whether the Pensioners

Action Fund and the Masters, Mates and Pilots Political

Contribution Fund are to be considered affiliated by virtue of

the fact that they were established by the same union, or whether

the Pensioners Action Fund's disassociation of itself from the
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regard to the National Republioan Senatorial Cammi t*,-

and the 1kepublican Congressional Boosters Club(Ro4 P*)
TherComlttees had acknowledged affiliation with sit. other
from 1972 until March, 1976, when the Boosters Club amended its

statement of organization to terminate its affiliation with the

MRSC. This Office, in its General Counsel's Report of

February 14, 1978, stated its opinion that, once affiliated,

political committees cannot terminate their affiliation. The

Commission, however, failed to pass a motion finding a violation

of 2 U.S.C. S 441a(a)(2)(A) because of affiliation and the ofile

in this matter was closed.2/

In early 1979, in RUR 459, the Commission had before it the

issue of the effective affiliation date of the North Carolina

Congressional Club (*NCCCO) and the Helms for Senate Committee

(1978 Committee). During the course of the investigation in that

matter it was determined that the NCCC had first registered as a

political committee in 1973 at which time it had designated

itself as a single candidate committee affiliated with the Helms

for U.S. Senate Committee (1972 Committee). The Helms for U.S.

Senate Committee did not terminate until January, 1976. On

November 7, 1974, NCCC notified the Secretary of the Senate that

2/ The General Counsel's Report also cited indicia of actual
continuing affiliation after 1976.
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The pr sent intasco is the first tim the,' Commiss ion has

addressed the issue of the disaffiliatibn of separate segreAted

funds. This Office reaffirms the position which it took in

MUR 414, namely, that once committees are affiliated they cannot

terminate this affiliation. This is especially valid when coon

establishment is involved as it is with the Pensioners Action

Fund and the Political Contribution Fund. As noted above,

2 U.S.C. S 441a(a)(5) states that wall contributions made by

political committees established or financed or maintained or

controlled by any . . . labor organization . . . shall be

considered to have been made by a single political

committee. . ." (Emphasis added). The use of the word *or*

indicates that only one type of specified relationship is enough

to render committees affiliated. Having both been established by

the International Organization of Masters, Mates and Pilots, the

respondents in this matter cannot obliterate that common

establishment by fiat. A new, affiliated and therefore

multicandidate committee could be established by persons involved

with the Pensioners Action Fund to which that committee could

contribute $5,000.1/ Following disposal of its remaining funds

See discussion of multicandidate status in Section B below._2/



U.W 'to~ AQ t~ n ouad d 'then terminate. *1

osmaitt*e to opetate *9 a aulticandidte cmt with
connected oxfeiziatitn and no aff iliated, committee with lshtio t

shared contribution limitationso.
Jn 182, bb, tbe Pentsioners Action -Fund and the Plt

Contribution rund sad* contributions to Citizens toSbaefo

the general election campaign in the amounts respectively of

$5,000 and $200. Given their affiliated status, these committees

have thus violated 2 U.S.C. S 441a(a) (2) (A) by exceeding the

$5,000 limit for multicandidate comittees. This Office

N recommends that the Commission find reason to believe that the

Pensioners Action Fund and the Masters, Mates. and Pilots

N Political Action Fund have violated 2 U.S.C. S 441a(a) (2) (A).

Cr B. Multicandidate Status

2 U.S.C. S 441a(a) (4) defines "multicandidate political

committee" as a political committee which has been registered for

a period of not less than 6 months, which has received

O contributions from more than 50 persons,, and which, except for

state political party organizations, has made contributions to

to five or more federal candidates. Neither the statute nor the

Commission's regulations requires a committee to reestablish its

multicandidate status upon a change of circumstances regarding

the connected organization originally involved, or to meet the

statutory criteria during each election cycle. Therefore, it

appears that this status is continuous once it has been

established.



OWntdate status i aits on right', its continuing afftli

with the Political Contribution Fund, also a multioandidat

Vommittee, would permit the Action Fund to avail itself of,: 04

status of its affitlate. L". AO 1980-40.

C. In,;Me From LWe of Rent4lProertV
In August, 1982, the Pensioners Action Fund reported the

purchase for $240,000 of real estate property as an investment.

Although the property was not rented during the period of the

Commission's audit, counsel for this committee Informed the

auditors that it was to be rented during June, July and August,

1983, at $1,000 per month. The only documentation produced was

an unexecuted copy of the lease shoving that the intended lessee

was the individual and his wife from whom the property wasD

r originally purchased. The committee's 1983 and 1984 reports do

not cite receipts of rent payments; rather, they show payments to

r the person named in the unexecuted copy of the lease for "upkeep

D of investment property" and for "maintenance fees for real

property investment* as well as payments for other committee-

related activities such as travel. The payee's reported address

is that of the real estate property in question.

Information presently in hand does not provide a sufficient

basis for finding reason to believe that the Committee has failed

to report $3,000 in rental income in 1983. Indeed, it seems that

the lease was never entered into but rather that the former

owners are now caretakers.



tgP t leasing Ot eventual ale1 of It* mel eState pro, Ct

wle it in violation of 2 UOS*¢.C. 441b(b) (3) (A) or @.f 2 " ' t

.441 af)j/ 2 U.S.C. 5 441b(b)(3) (A)+;;prohibits sepa;ato

:segegAted funds from making contitions0 or expendit~

moneys obtained in any c ocial transaction." Yet' +C .?.R,

S 103.3 permits the transfer of funds from a registered

depository for investment purposes, provided they are returned to

the depository before expenditures are made. Thus, income

received from the sale or leasing of real estate owned by a

separate segregated fund could be deemed to fall within the

*O definition of commercial transactions and thus be unavailable for

048 contributions or expenditures, or it could be treated in the sae

manner as investment income derived from transfers into an

Interest-bearing savings account or investment in Government
Vq.

treasury notes (AO 1975-41), investment in a savings and loan

association (AO 1976-25), or investment in an investment trust

o (AO 1980-39), i.e., as available for expenditures. The leasing

or, especially, the sale of the property could also be viewed as

a contribution from the lessee or purchaser. However, this

respondent has not reported income from either the leasing or the

sale of the real estate in question, nor has it reported

contributions to federal candidates in 1983 or 1984. Therefore,

4/ Counsel also informed the Audit Division that this real
estate has been put up for sale.



Quest tons. also *CIeAs to whether the &%I
two's leasing or eventual s0lt of I- *sate

plae it in violation of 2 U.S.C. I 441b(b) (3) (A) or of 2 U*.C.

j 441a(t)4/ 2 U.S.C. S 441b(b) (3) (A) prohibits: separat

segregated funds from making contributions or expenditures Oby

mneys obtained in any commercial transaction." Yet 11 C.1.R.

S 103.3 permits the transfer of funds from a registered

depository for investment purposes, provided they are returned to

the depository before expenditures are made. Thus, income

received from the sale or leasing of real estate owned by a

separate segregated fund could be deemed to fall within the

definition of commercial transactions and thus be unavailable for

contributions or expenditures, or it could be treated in the s

manner as investment income derived from transfers into an

interest-bearing savings account or investment in Government

treasury notes (AO 1975-41), investment in a savings and loan

association (AO 1976-25), or investment in an investment trust

(AO 1980-39), i.e., as available for expenditures. The leasing

or, especially, the sale of the property could also be viewed as

a contribution from the lessee or purchaser. However, this

respondent has not reported income from either the leasing or the

sale of the real estate in question, nor has it reported

contributions to federal candidates in 1983 or 1984. Therefore,

we do not recommend pursuing this matter at this time.

4/ Counsel also informed the Audit Division that this real
estate has been put up for sale.
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On MarchIf 16,t*

certain matters contained in 4:an att --.~t to the ]PLO" Auot
Report on the Pensioners Action Fund bb" cvered that
committee's activities between Januar 1, 1981 and Doii 31,

1982. These matters aret

1) Whether the Pensioners Action Fund is still to be,

considered affiliated with the Masters, Mates and Pilots

0 Political Contribution Fund ('Political Contribution Funds ) by
4 virtue of their common establishment by the International

Organization of Masters, Mates and Pilots ('the XONWP = or 'the

Union'), despite the assertion of the Pensioners Action Fund,
r verified by the Audit Division, that it has received no

contributions through the Union since December, 1976.

2) Whether a committee which breaks with the connected

r organization through which it established multicandidate status

maintains that status after the relationship is ended.

FACTUAL BASIS AND LEGAL ANALYSIS

A. Affiliation

2 U.S.C. S 441a(a)(5) states that "all contributions made by

political committees established or financed or maintained or

controlled by any corporation, labor organization, or any other
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Pensioners Action lund, originally the Masters, Mats and Vi

Pensio01rs Action Fund, was registered with the U:S. louse .

fbpresentatives on April 19, 1973, listing the XON, as its
connected organization. The committee was funded only by

voluntary contributions from retired members of the Union.

In 1976, a dispute arose between the Pensioners Action Fund

and the Union, apparently over the Union's desire that the Fund

represent and solicit both active seamen and pensioners. On

November 19, 1976, the Union registered with the Commission and

also listed the XOMMP as its connected organization.l/ In

December of that same year the Pensioners Action Fund filed an

amended Statement of Organization changing its name and listing

itself asa membership organization with no reported connected

organization.

In February and April, 1976, the pension fund administrators

in New York and California ceased transferring funds collected

from pensioners to the Pensioners Action Fund. These funds were

placed instead in special escrow accounts where they accumulated

until 1980. In April, 1977, the Pensioners Action Fund filed a

lawsuit against the Political Contribution Fund in the United

2/ In April, 1981, the Commission and the Masters, Mates and
Pilots Political Contribution Fund entered into a conciliation
agreement in which the committee did not contest the Commission's
determination that the committee had violated 2 U.S.C.
S 441b(b) (4) (A) (iii) by soliciting pensioners who were not
members of the union.



3 W

*U90 -Jun&o heeetd.~ $i 24, )## i
,rd into 6 join tion In Whih they 0" .hat t

*#.roved' funds plus intorest, tota"In #219#302 54 Wtoul4 ha g

settlement on July 22, 1980. The escroved funds were turned over

to the Pensioners Action Fund on June 26, 1980.

The Audit Division has verified that, except for its receipt

of the above cited escrowed funds in June, 1980, the Pensioners

0O Action Fund has received no contributions through the Union since
0 December, 1976. Therefore, this committee has not been financed

04 or maintained by the Union, nor has it apparently been controlled

since 1976. Its major source of funds since December, 1976, has
'0

been interest earned on pre-reorganization contributions.qr

0 In 1982, both the Pensioners Action Fund and the Political

V- Contribution Fund made contributions to Citizens for Sarbanes for

0 the general election campaign in the amounts respectively of

V" $5,000 and $200. If those committees are deemed to be
to affiliated, they have violated 2 U.S.C. S 441a(a)(2)(A) by

exceeding the $5,000 limit for multicandidate committees.

The issue before the Commission is whether the Pensioners

Action Fund and the Masters, Mates and Pilots Political

Contribution Fund are to be considered affiliated by virtue of

the fact that they were established by the same union, or whether

the Pensioners Action Fund's disassociation of itself from the
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*,""tt-tion with the Unio' 4 Second **Pat&aow
In 1976 the Commission addresed thai tlgo in

:grd to the National RepubIican Senatorial C"Itt. (I
antd the Republican Congressional Boosters'Club .(5 ooterEsb
These Committees had acknowledged affiliation with each o.th.
from 1972 until March, 1976, when the Boosters Club aen its
statement of organization to terminate its affiliation with the,
NMSC. This Office, in its General Counsel's Report of
February 14, 1978, stated its opinion that, once affiliated,
political committees cannot terminate their affiliation. The
Commission, however, failed to pass a motion finding a violation
of 2 U.S.C. S 441a (a) (2) (A) because of affiliation and the file

in this matter was closed.2/

in early 1979, in NUR 459, the Commission had before it theissue of the effective affiliation date of the North Carolina

Congressional Club (0NCCC") and the Helms for Senate Committeer
(1978 Committee). During the course of the investigation in that

r matter it was determined that the NCCC had first registered as a
political committee in 1973 at which time it had designated
itself as a single candidate committee affiliated with the Helms
for U.S. Senate Committee (1972 Committee). The Helms for U.S.
Senate Committee did not terminate until January, 1976. On
November 7, 1974, NCCC notified the Secretary of the Senate that

2/ The General Counsel's Report also cited indicia of actual
continuing affiliation after 1976.
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The -present instance-is the first tine the Comi ssion W
Addressed the Issue of the disaffiliation of Separate s~eae

funds, This Office reaffirm the position which it took in

MUR 414t namely, that once committees are affiliated they cannot

terminate this affiliation. This is especially valid vhen comon

establishment is involved as It is with the Pensioners Action

Fund and the Political Contribution Fund. As noted above,,

2 U.S.C. S 441a(a) (5) states that Oall contributions made by

political committees established or financed or maintained or

controlled by any . . . labor organization . . . shall be

considered to have been made by a single political

committee. . 0. * (Emphasis added). The use of the word 6or6

indicates that only one type of specified relationship is enough

to render committees affiliated. Having both been established by

the International Organization of Masters, Mates and Pilots, the

respondents in this matter cannot obliterate that common

establishment by fiat. A new, affiliated and therefore

multicandidate committee could be established by persons involved

with the Pensioners Action Fund to which that committee could

contribute $S,000.1/ Following disposal of its remaining funds

See discussion of multicandidate status in Section B below.2/
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comect~d orgoni atio am ndo- affiliated commfittee with "U44- t

shared contribution liaitat os

-x 1982f,both the Pensiones Action Fund and the Po~t#)

Contribution Fund made contributions to Citizens for Sarbanes for

the general election campaign in the amounts respectively of

$5,000 and $200. Given their affiliated status, these committees

have thus violated 2 U.S.C. S 44la(a)(2) (A) by exceeding the

$5,000 limit for multicandidate committees. This Office

recommends that the Commission find reason to believe that the

Pensioners Action Fund and the Masters, Mates and Pilots

Political Action Fund have violated 2 U.S.C,. S 441a (a) (2) (A).

B. Pulticandidate Status

2 U.S.C. S 441a(a) (4) defines amulticandidate political

committee" as a political committee which has been registered for

a period of not less than 6 months, which has received

contributions from more than 50 persons, and which, except for

State political party organizations, has made contributions to

five or more federal candidates. Neither the statute nor the

Commission's regulations requires a committee to reestablish its

multicandidate status upon a change of circumstances regarding

the connected organization originally involved, or to meet the

statutory criteria during each election cycle. Therefore, it

appears that this status is continuous once it has been

established.
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Comm$SO
D.C. 24

Varoh 28,

Tot

SUBJECT:

The Commission

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counseo toI"%

Audit Referral

On March 16, 1984 the Commission decided that a part of the

Final Audit Report on the Pensioners Action Fund should be

referred to the Office of General Counsel and should become

a MUR. Therefore, all documents which had previously been

contained in the Audit file for the Pensioners Action Fund

should now become MUR 1652.

Attachment
Copy of Certification

84

1984



Audit Mapow

011 Marjorie W. , 20081secretary of theFdea

Election Coinussionv do hereby certify that on Makch 35.r

1984, the Commission decided by a vote of 4-0 to take the

following actions in the above-captioned matter:

1. Approve the Audit Report on
the Pensioners Action Fund
as attached to the Audit
Division's March 12, 1984
Memorandum to the Commissioners.

2. Refer the matters contained in
Attachment 2 of the Final Audit
Report to the Office of General
Counsel for further consideration.

Commissioners Aikens, Elliott, McGarry and eiche voted

affirmatively in this matter; Commissioners Harris and

McDonald did not cast a vote.

Attest:

Date U erMarjorie W. Emmons
Secretary of the Commission

t ath. )
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March 3,-"94

CHARLES N. STEELI
GENAL COUNSELJ

JOHN C. S1
STAFF DIR

BOB COSTA

SUBJECT: FINAL AUDIT REPORT ON THE PRUI10U1M
ACTION FUND

On March 16, 1984, the Commission apptovs.the final audit
report (see Attachment I) of the above named cammittee. This
final audit report includes matters which are referred to your
office as a result of the approval by the Commission (see
Attachments II and III).

Should you have any questions regarding this memorandum,
please contact Russ Bruner at 523-4155.

Attachments as stated

FEDERAL ELECTION C(
WASHINGTON. D.C. 20463

TO

FRms



IDEALELECTION- CO MIION

WASHttTON. OtC 20463 )

REPORT,'OF THlE AUDbIT DIVISION
ON

THE PENSIONERS ACTION FUND

I. Background

A. overview

This report is based on an audit of the Pensioners
Action Fund ("the Committee"), undertaken by the Audit Division

of the Federal Election Commission in accordance with the
Commission's audit policy to determine whether there has been

compliance with the provisions of the Federal Election Campaign
Act of 1971, as amended ("the Act"). The audit was conducted
pursuant to Section 438(b) of Title 2 of the United States Code

which states, in part, that the Commission may conduct audits and

field investigations of any political co-mmittee required to file
a report under section 434 of this title. Prior to conducting

any audit under this section, the Commission shall perform an

internal review of reports filed by selected committees to

determine if the reports filed by a particular committee meet the

threshold requirements for substantial compliance with the Act.

The Committee registered with the U.S. House of

Representatives onl Apri.l 19, 1973, as the Masters, Mates and

Pilots Pensioners Action Fund reporting t-.he International
organization of n~asters, Mates and Pilots as its connected

organization. On December 14, 1976, the Committee amended its

Statement of Organization changing its name to the Pensioners

Action Fund. The Committee maintains its headquarters in

Baltimore, Maryland.

The audit covered tbe period January 1, 1981 through

December 31, 1982. The Committee reported a cash balance on

January 1, 1981 of $339,887.23; total receipts of $84,731.87;

total expenditures of $108,453.30; and a cash balance on December

31, 1982 of $316,165.80.

This audit report is based on documents and work papers

which support each of its factual statements. They form part of

the record upon which the Commission based its decisions on the

matters in this report and were available to the Commissioners

and appropriate staff for review.



5.Key Personlnel

The Treasurer of the Committee during the pC ft0
covered by the Audit was Mr. Pietro Mazzai.

The audit included such tests as verificatin~ oqt t*&
reported receipts and disbursements and individual transot t
review of required supporting documentationj analysis of Ite
and obligations and such other audit procedures as deemed
necessary under the circumstances.

I. Matters Referred to the Office of General Counsel

Matters noted during the audit were referred to the Office
of General Counsel on March 16, 1984.
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March 8,

EKWOWWM To,* Robert J. Costa
Assistant Staff Direcor
Audit Division

TBROUGH John C. Surina
Staff Director

FROM: Charles N. SteelWee
General Counsel

SUBJECT: Report of the Audit Division on 'the
Pensioners Action Fund

The Office of General Counsel has reviewed the Report of 
the

Audit Division on the Pensioners Action Fund and the accompanying

memorandum addressed to this office. Based upon our review of

these documents, we make the following ccmments.

The Audit Division has raised the question of whether 
the

Pensioners Action Fund ("PAF") is "affiliated" (11 C.F.R. S 100.5

(g) (2)) with the Masters, Mates and Pilots Political Contribution

Fund ("PCF"). The PAF was established by the International

Organization of Masters, Mates and Pilots ("Union") in April 1973,

and the PCF was established by the Union in November 1976. 
I/

1/ Following a dispute between the Union 
and the PAP during

1976, the International Union Pension Trust Fund withheld

contributions (pension deductions) to the PAP. (See MUR 773

which was generated by an audit of the PAF pursuant to former

2 U.S.C. S 438(a)(8).) In April 1977 the PAP filed a lawsuit

premised on federal pension law in the district court 
of the

Southern District of New York to secure the release 
of the

withheld funds. Because of concern that a possible violation of

2 U.S.C. S 44lb(a) could occur when and if the 
withheld PAP funds

were eventually transferred to the PAP and used in 
federal

elections, the Commission determined on March 
9, 1979, to have

the auditors request that the Pension Fund administrator

segregate all authorized political monies into 
an escrow account

in order to avoid any possible violations of the Act in the

future. The Pension Fund administrator informed the auditors

that (continued on next page)
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0 U~n to 11 :C,.E S IO.()(,2), all mtte

con ,to11d by the' same wpton,r "Iabor organis lon,
o p of._' pers ns i~luding an~y parent, subsidiary b 4*b

or 9i~n depa r tment,or locl Irzitteef a aff iftd

purthermore,0 as set forth at 2 U.0-S_.C. 0S 44 "a (a), (5), 0all
cntributions made by political committees established or-.
financed:, or maintained or controlled by any corporation, labor

Organ ization,. or any other person, including any parent,

subsidiary, branch, division, department, cr local unit of such

corporation, labor organization, or any other person, or by any

group of such persons, shall be considered to have been made by a
single political committee,

The Audit Division's memorandum contains the information
that on December 14, 1976, the PA? filed an amended Statement of

organization which changed the committee's name by dropping the

prefix "Masters, Mates, and Pilots." This office's review of the

amendment, which asks that only changes in previous statements 
be

provided, reveals that the PA? provides no information concerning

its connected organization other than that its connebted

organization is a membership organization. 2/ Audit's memorandum

C) also states that according to counsel for the PAF, the PA? 
has

not been affiliated with the Union since the dispute and has not

received any funds through the Union other than those described

in footnote 1 supra. The auditor's review of the reports filed

by the PAP has verified that the PAP has not received any

'0 contributions through the Union since Dece-.ber 1976 and that

since December 1976, the PAF's major scurce 
of funds has been

interest earned on pre-reorganization cont:ibutions. 3/
0

1/ (continued)
the funds had been in a separate, segregated account since

January 1979. On August 16, 1979, the Cc-issilon determined to

take no further action against the PAF and the Pension Fund

00 concerning any past commingling of pension funds and PA?

authorized funds. On June 26, 1980, the Pension Trust Fund

turned over to the PAF the withheld contributions plus the

interest thereon ($219,392.58).

2/ Accordingly, it is the view of this office that the phrase
and deleting the Masters, Mates and Pilots as a connected

organization" should be omitted from the second paragraph 
of -the

first page of the audit report.

3/ Although the PAF's amended Statement of Organization states

that its connected organization is a membership erganization,

there is no information which indicates the identity or existence

of the organization.

;2 ?
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cout* of MUR773 (see footnote t the
oaffiliatiOzA between the Ph? an bh PC Arose. This 0f~

lAised the Commi.s'ion that in light of the facts of the m4t,
At appeared that the PAP and the PCP are affiliated" by v.itu
of t heir respective establishment by a cornon connected
organizationt the Union. (See General Counsel's Report, Pa"t ,
"M&ch H, 1979.) ./ However Since at that time the PA andt.e.

PCP had not contributed, in the aggregate, more than $5,000 to a
federal election campaign, the Commission determined to have the
auditors inform the PAF, PCF, and the Union that they may be
deemed affiliated for purposes of the contribution limitations in
2 U.S.C. S 441a(a) (2) (A). 5/

Because the instant audit of the PAF revealed that the PAP
contributed $5,000 to Citizens for Sarbanes for the 1982 general
election and that the PCF contributed $200 to the same committee
for the same election, the Audit Division again raises the issue
of affiliation between the two committees. 6/ In view of the
facts that the contribution limitations have now begn exceeded 7/
and that the PAF apparently intends to become more active in

o5 future elections according to Audit, we believe that this issue

4/ The General Counsel's Report in M-R 773 reasoned that both
the PAF and the PCF were established by the Union and that the
solicitation of contributions to the P.-.F and the PCF were made
under the Union letterhead and signed hy the Union President.

0 The General Counsel recognized that the P claimed in the then

pending lawsuit to be completely separate from the Union, but

argued that the PAF never amended its Statement of Organization
C to reflect that it was no longer connezted to the Union. The

General Counsel further argued that a!thouch the PAF relied, as

evidence of its independence, on the fact that none of the

present officers of the PAF were officers of the Union, non-

cor -nonalty of officers is not a determinative factor in deciding

whether the organizations are affiliated.

5/ Subsequently, on August 16, 1979, the Com.ission determined

to "take no action against the PCF and the PAF concerning their

possible affiliation at this time."

6/ As affiliated committees the PAF and the PCF are limited to

contributing $5,000 in the aggregate to Citizens for Sarbanes for

the general election. 2 U.S.C. S 441a(a)(5) and 2 U.S.C.
§ 441a(a) (2) (A).

7/ Audit's accompanying memorandum to this office notes that

"[t]hough outside of the period audited, a similar problem

occurred during the 1980 election."
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and PcF in future operations.

Withi e c to Aui .V ueI .tot
Multicandidate status of the Comoyit t

is.,i~clear whether a committee which breaks withht

organizationl through which it establise mut ~ite istour
maintains that status if that connection is ende*di
view that the issue of the PAF'S connection to the Union is
directly tied in with its above relationship (affiliation), with

the PCF. Hence, we recommend that these issues be considered
jointly in a referral to this office.

A final issue raised in Audit's memorandum concerns the

PAF's reported purchase of real estate property as a.n investment

on August 18, 1982. 9/ According to Audit, the property was not
rented during the period covered by the audit. However, the

0 PAF's counsel stated that the property was rented to a PA?
consultant for $1,000 a month during the months of June,. July,

and August 1983. Audit obtained from the PAP an unexecuted copy
of a lease that stated that the property was to be used by the

tenant as a private domicile and for no other purpose. Audit's

memorandum also states that the property has been put up for sale

and that the PAF did not report the receipt of rental income on

its 1983 Mid-Year Report.
0

8/ Audit notes that because the amount in excess of the

contribution limitation is only $200 this matter will not be

included as a finding in the audit report since the materiality

threshold for excessive contributions has not been exceeded,
C unless the PAF "is determined not to be a multicandidate

committee."

9/ The PAF reported a disbursement of $240,000 on August 18,
1982, to Thomas F. O'Callaghan for the "investment purchase of

real estate land" ($64,025), a building ($135,975), and furniture

and fixtures ($40,000).
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the PAP's failure to report rental income of $3,"O,- hawever, we
recommend that this issue be included in a referral to tbis
office separate from the audit report.

cc: The Commission

10/ Pursuant to 2 U.S.C. 5 441b(b)(3) the separate segregated
fund of a labor organization may not make a contribution or

tO expenditure with moneys obtained in any com:mercial transaction.

ll/ In the future we ask that Audit prepare a separate

0 memorandum with respect to matters occurring outside 
the scope of

the audit.



GE L FI A COUNSE

THI:OI JOHN• C. SURINA
STAFF DIRECTO

FROM: BOB COSTA E

SUBJECT: AUDIT OF THE PENSIONERS ACTION4
FUND A83-77

During the audit of the Pensioners Action Fund ("the

Committee"), several questions regarding the nature of the

Committee and its activities arose. The questions relate to the

Committee's connection with the International Organization 
of

Masters, Mates and Pilots, qualifications for multi-candidate

status, and the conduct of apparent comamercial activity. 
A

general review of the Committee's history, along 
with a

discussion of each of the areas noted above follows.

The Masters, Mates and Pilots Pensioners Action 
Fund

O registered with the U.S. House of Representatives on April 
19,

1973. On October 7, 1974, the Committee and the International

Organization of Masters, Mates and Pilots ("the Union") executed

C an Agreement and Declaration of Trust to broaden the 
purposes and

basis of the Committee in order to further the 
political and

general interests of Union pensioners. The Ccmmittee was funded

solely by voluntary contributions from retired members 
of the

Union.

During 1976, a dispute arose between the Committee 
and the

Union, and the International Union Pension Trust 
Fund withheld

from the Committee and deposited to an escrow account

contributions (pension deductions) to the Committee. 
1/

On November 19, 1976, the Union registered a second

committee named the Masters, Mates and Pilots Political

Contribution Fund ("MMP-PCF").

i/ According to the Commiittee's counsel the dispute revolved

around an attempt by the Union to increase 
its control over

Committee decisions.
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77.'-- The Committee sued the Union,land received t ledscr 4i

fun from the Union by check dated June 2J, 1980.

Accordinlg to the Committee's counsel, since tha edisput/ Committee has not been affiliated with the Union, and ote tW
.the litigation funds, has not received a y funds through the

Union. 
on F u

The Audit staff's review of Committee reports verified i~the.
Committee's counsel's statement, and showed that the Committee

has not received any contributions (other than the escrow
Stransfer) since the amended Statement of 1$ganization. Since

December of 1976, the Committee's major s i'rce of funds has been

interest earned on pre-reorgaf ization contributions.

~Multi-Candidate Status
0 The Masters, Mates and Pilots Pensioners Action Fund is a

qualified multi-candidate committee. owe.'e:, it is unclearwheur a committee which breaks with the connected organization

Cmthrough which it established multi-candidate status maintains

hant stt if that connection is ended. "n a sense, the

reorganization of the Committee can be seen as a termination of

one form of committee, and the subsequent oration of a

different type of committee. In this case, the Com~mitteeo continued to operate as a multi-candidate tousittee, making

contributions up to the $5,000 limit to candidate committees.

we Since the reorganization, the Coneittee has supported only 4

federal candidates, and would not cualify as a multi-candidate

r commnittee. During the period of audit, .... Commi.ttee contributed
$5,000 to Citizens For Sarbanes on October 7, 1982.

Affiliation
Both thethe Committee It-ere established by the

Union. In accordance with i C.F.R. !00.5(g) (2), committees

established by the same labor organization are affiliated.

However, since the Committees dispute with the Union, the

Pensioners Action Fund has acted independent of the Union and the

MMP-PCF.
In 1982, the Committee and the MM?-?CF both gave

contributions to Citizens For Sarbanes. on OM?-PCF contributed

2/ Though outside of the audit period, a sinilar problem

occurred during the 1980 election.

0 :
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The Committee's counsel statetd that the Committee intend%'t

become more active in future elections.

Aoparent Commercial Activity

On August 18, 1982, the Committee reported the purchase of

real estate property as an investment. The Reports Analysis
Division contacted the Committee, and required that the purchase

price of the property be included in cash-on-hand.

According to the Committee counsel for the months of June,

July and August of 1983, the property was rented to a Committee

.consultant for $1,000 per month. An unexe uted copy of the

lease, provided by the Committee, stated that the property was to

be used by the tenant as a private domicile, residence and for no

other purposes. The property has been put up for sale.

C During the period covered by the audit, the property was not

rented. A report filed by the Committee covering part of the

period in which the property was rented (i1//83 - 7/30/83) fails

to show the receipt of rental income.

The affiliation question also affects this issue in that 2

V" U.S.C. 44lb(b) (3) (the commercial transaction prohibition) 
would

seem to be relevant only if the Committee is still connected with

oD the Union.

The attached audit report is beincg forwarded with no

o findings pending your analysis of the above issues. In addition,

you will also find attached a memorandum 
relating to the

affiliation question. The question was previcusly forwarded to

0 the Office of General Counsel as a result of the audit of the

Pensioners Action Fund conducted in 1978. If you have any

questions, please do not hesitate to call Glen Buco or 
Russ

Bruner at 523-4155.

3/ This matter would not be included as a finding in the Audit

report because it did not exceed the .materiality threshold

for excessive contributions unless the committee is

determined not to be a multicandidate co.imittee.

Attachments as stated



ELECTION COMMISSION
I. O.C 2043

SUBJECT:

ROBERT J. COSTA

MARJORIE W. EMMONS/JODY C.* RANSOM

MARCH 16, 1984

COMMENTS RE: FINAL AUDIT REPORT ON THE
PENSIONERS ACTION FUND, Memorandum
to the Commissioners dated March 12,
1984

Attached is a copy of Commissioner Aikens' vote sheet

with c ents regarding the above-captioned matter.

.c c: General Counsel Steele
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~ A83-77 ,
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This report is based i," Audi ,Ok e Pensioneq"
Action Fund ('the Committeew) ," byi A Audit Division.,.:' -
of the Federal Election ComiA in accordance with the.
Commission's audit poli ine *hecthere has ..m,

compliance with the provisions o the Federal Election Campaign
Act of 1971, as amended, 4"th4 Xf tq 'TWW4 &Wfit was coil *.

pursuant to Section 438(b)"6iTR414[1 ir1*Uttwlted States Code
which statesin part that the Commission may conduct audits and
field tnvs,,Et~iI ra' pLt0;~ b0=trf W7qudin3 t file

internal -re~te* pf Ili f 1-11764 by~ 41ed~ute=odtt6 011 m r 11

r determine if the-*Ot tb4rWtt~
thgesholdrequirements for substantial compliance with the Act.

The Committee7 ktg iistfed itW theW V-Si- loused ni, ~tc-

,R¢p;esentatives on April 19, 1973, as the Masters, Mates and

.Oganilzatio of ilaati-, Mates andR k M 9t its 0oritict.d"
organization'  O :ceber 14, '157 "_ t onittee:5menddt5
Statement of Organization changing its name to thb!'PefstoAfCs3-

10 Action rund. The Committee maintains its headquarters in
Baltim0o're, " Marylaxi. "

The audit covered the period January 1, 1981 through
December 31, 1982. The Committee reported a cash balance on
January 1, 1981 of $339,887.23; total receipts of $84,731.87;
total expenditures of $108,453.30; and a cash balance on December
31, 1982 of $316,165.80.

This audit report is based on documents and work papers
which support each of its factual statements. They form part of
the record upon which the Commission based its-decisions on the
matters in this report and were available .to the Commissioners
and appropriate staff for review.
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hsUBeC douens eport o the llowin coiments. o .u-'t

Pensioners Action Fund

The Office of General Counsel has reviewed the Repbrt of the
Audit Division on the Pensioners Action Fundind the apcc ang
memorandum addressed to this office. Based upon our review of
these documents, we make the following comments.P

The Audit Division has raised the question of whethedthe

Pensioners Action Fund (oPAP") is "affiliated' (11 C.F.S e 100.5
(9)(2)) with the Masters, Mates and Pilots Political Contribution
Fund (PC'). The PAP was established by the International
Organization of Masters, Mates and Pilots (*Union") in April 1973,
and the PC was established by the Union in November 1976. t

1/ Following a dispute between the Union and the PA t during
1976, the International Union Pension Trust Fund withheld...
contributions (pension deductions) to the PAP. (See MUR 773
which was generated by an audit of the PAP pursuant to former

2 U.S.C. s 438(a)(s).) In April 1977 the PAP filed a lawsuit
premised on federal pension law in the district court ofothe
Southern District of New York to secure the release of the
withheld funds. Because of concern that a possible violation of
2 U.S.C. S 441b(a) could occur when and if the withheld.PAP funds.
were eventually transferred to the PA? and used in federal
elections, the Commission determined on March 9, 1979, to have

the auditors request that the Pension Fund administrator
s;egregate all authorized political monies into an escrow account
in order to avoid any possible violations of the Act in the
future. The Pension Fund administrator informed the auditors
that (continued on next page)



4F..suant to 11 C.F.R.W lO0.5(g)(2), all committees (nclud,

1- 4 10 1'h 1am~~ 149A f

tha oat iabita

kfa c-  I t. )Ucalh t i es gait

. • i€~~~ ~~~ ;I os ha~,b iov~ ~ toS; h al
f~~bK5tN)Sl V1rt dtZ ~ 4ia (a (5),, p~ 2

to apbl"po i .i C081 C--nttee establisd IS OSS,
jj ita In"d At~4 rotiC ay~kt~*

isptoene Ub-t 217W, the r .. l' fll n
46hha , p igott c-anges e i toalh!be br -

i poiLitical committee. 4, "

Thso Adit s counsel tainfo the informtoPA h*
th&t ben icemb*t 14 1976 the MYo filed In.- amended St hastm no. - .

or qftittiow which charog the CoUnitte t name b dro scib , -

prefix aoterS, Mates, and iloto. rTis off ive'I re5 V..ie.V..f G"

a .4th wh ih ask* that -on:ly Pchangse o in, pre.viouse sta W*S ,S!be

sr vine-D, evel that the PAs provide5 nof nfur dhation Cm, :.'
its ebnretaed o rgani zatio other than that its one .ted. ,

- oognlizatibn'is a mehrship organization.a uitsx:e~t

S t e oding to counsel for the PA th

als "stateuns hat en aco seaaetergtdacon ic-.: *

not been affiliated with the Union since the dispute and has not
reived any funds through the Union other than thoseiscribed

in footnote 1 supra. The auditor's review of the repor ts ,.

k'dby the PA a verified that the, P has.not th he -eceived.:

cdfjtinbutire st through the' U9ion since Dcember -2976 and-
s i nc or Dcemer' 1976, the Ps major source of funds has bt *W.

.interst eaned on pre-reorgan ation contributions. neted,

1/ (continued)
othe funds had been in a separate, segregated account since.:

January 1919. On August 16t 1979, the Cc ission determi t..

lake no further action against the-PAP andthe Pension sund.
concerning any past commingling of-pension funds and PA! *-_ "' .

authorized funds. On June 26t 1980, the PIo Trs+Fn~'
turned over to the PAP the withheld contributions plus the

interest thereon ($219,392,58). -

2/ Accor4inglye it is the view of this office that thexcase
o.te and deleting the Masters, Mates and Pilots as a connected

organization" should be omitted from the second paragraph' 
of the

first page of the audit report.

3/ Although the PAP's amended Statement of Organization states

that its connected organization is a membership erganization,

there is no information which indicates the identity or existence
of the organization.
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2 U.S,.C, 5 441la (a) (2) (A). A~

Because the instant audit of the PAT,. evealed that 4h PAY.-
contributed- $5,000 to- CitiZens- for Satbanes fo the 1982 gen9;4
election and that the PCF contributed $200,, to the same QoRA ttQg

-for- the same election, the At7.d t Division again raises the Lssuq !
of- atfiliation between the. twv committeesi, / In view f s
f acts ht the. coritribution linitations. have! now bean exe.. .f
and that the PAF apparently intends to become more active in.-

future elections according to Audit, we believe that thits iesaaq>

4/ The General Counsel's Report in XUR 773 reasoned that, -ot
,the PAT and the PCF Were established by the- Union and that. the,
solicitation of contributions to the PAFP and the PCF were mad
under the Union letterhead and signed by the Union President.,:,

The General Counsel recognized that the PAZ claimed in the then
pending lawsuit to be completely separate from the Union, but
argued that the PAP never amended its Statement of OrganiZtatIo
to reflect that it was no longer connected to the Union. The

General Counsel further argued that although the PAP relied, as
evidence of its independence, on the fact that none of the
present officers of the PAY were officers of the Union, non-
commonalty of officers is not a determinative factor in deciding
whether the organizations are affiliated.

5/ Subsequently, on August 16, 1979, the Commission determined
to "take no action against the PCF and the PAP concerning their
possible affiliation at this time."

6/ As affiliated committees the PAP and the PCF are limited to

contributing $5,000 in the aggregate to Citizens for Sarbanes for

the general election. 2 U.S.C. S 441a(a)(5) and 2 U.S.C.
S 441a(a) (2) (A).

7/ Audit's accompanying memorandum to this office notes that

"[t]hough outside of the period audited, a similar problem

occurred during the 1980 election."

-M 3 -
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-

* 6tO, t b

directla the8 in vit it abo* the ei pto LZa bo.

the pc. Bences we recommend that tmoun iCee of de

Jointly in a referral to this office.t

A final issue raised in Audit's memorandum concerns teai

hPA's reportedpurchase of real estate property 
as &.a, invesxc e n

on August 18, 1982. 9/ According to Audit# hpp:~VSnw.

rented during the period covered by 
the audit. Howei eria t

PAP's counsel stated that the property 
was rented to a PAP

consultant for $1,000 a month during 
the monts nf ugust U1-

and Agg~i~t -,1983.* Audit obtaitied, from the PAPF an fnexeClt*& co"%

of a lease that" satated that the, property., was to. beusby ie

%0 tenafint a6a pivate domicile and fQc no.- ohr pos.

memorandum also states that the property has ben pur 
u

and that th*'PAF did. not. report the receipt. of, rental. or
jis 1983 Kid Year Report.

CII 8/ Audit notes that because the amount in excess of the

qW contribution limitation is only $200 this matter will not be

included as a finding in the audit report 
since the materiality

threshold for excessive contributions 
has not been exceeded

unless the PAP "is determined not to be 
a multicandidate

committee."

.j/ The PAP reported a disbursement of 
$240,000 on August 18,

1982, to Thomas F. O'Callaghanl for the "investment purchase of

real estate land" ($64,025)o a building ($135,975)# and furnitureC

and fixtures ($40,000). f



:bInfo jatj~on coviddb i t4

aoc~e *WT% ~~

Ve -Qii tow 4b*
2 .S& lIi Aft.) b~4~ ~ e *J~t

the~~~~~~~I SAep ~ir~~ t f~ b 3~9
rec~~~~~~m3~~~~n~~t tbttiWs~e~Oii~d~t~hz3

-ffic seart frm"h uitr1ot

th cc: The Commission

re _ _ __ _ _ _ 4- ts t

offie 'S r rq 6 i 2

~g/ ursant o 2U.S.. S44ibb)() th s~zatq*qgqg~td ~~-'

CC
CC Te om f7



-1h .*j ~ 4 ,.-

11 0, -WIN" ::.. ,.

~t

j V

G__RA COUS VV

FRO ~ "TirM -1aCOS1

4~4

SUBJECT: . UDI! OF THE .ENSIRS AC O$U •.
AFUND 183 77 -

Dur ing the audit of the Pensionerz)-ctiofl ?unwd th -

Coamitt ) , sever al: questions rega.rding the ,nature._9fj tp*;,;
Commm1tie'aind its activities a-ose, The questin, rI.te. to. the

tdosmussfe ' conk*tin with- the -ntionae "z.
Maer. ate "ad Pilots qai.u t .%etns fies ,iticsp Liox,

ttatus, io od ete "condUCt of aoXt
g~n~ft*4 ~eiWOf th _Couittet W Astrl a9ri '~t )p.

discuss19.",-on Ooerc ,f the ote e antb Int-n

fte asters,. Mates and ..Pilotpi os Athe n~nt
regifteered vwith-tbe "U.S. H ouse -of: Representativsoi~i 9

l.973. On October 7, 1974, the Committee and the Internato
6rtanitation of Masters, Mates an-ios(h non"), .executed
an -Agteement and Declaration~ of Trust to broaden th p!;rpqses and
basis-of the Committee in order to further the-.politicalnd'

general interests of Union pensioners. The Committee : se,~nded
solely by voluntary contributions from retired members"of the'.-
Union. 4

During 1976, a, dispute arose -between the Committee and the

Tinion, and the International Union Pension, Truit Fund X Withheld
from the Committee. and deposited to an escrow account -

contributions (pension deductions) to the Committee. '- :

On November 19, 1976, the Union registered a second

committee named the Masters, Mates and Pilots Political

Contribution Fund (".MP-PCF").

1/ According to the Committee's counsel the dispute revolved

around an attempt by the Union to increase its control over

Committee decisions.
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The Audit sftff's rieview of Co~tter~t eiiqj
Committee's counsel's statement" .andi'6

w 5 t-U-t-the- Comittee
has not received any contributionsi (other than the escrow

transfer) since the amended State~nen L of OrVani z ation. S incqv- .

December of 1976, the Committee's major source of 
funds has been

interest earned on pre-reorganizati~n
- contributions -

Multi-Candidate Status

The Masters, Mates and Pilots Pensioners. Action ?Puw a a.

aualif ed multi-candidate committee. Sowever, i. i - unler-

whether. a- committee which breaks with the connec-tea. -o~gn
thrbugh which it established multi-canate st*,tu5s. mai nain

that status .f that connection is ended., n a sense.. e theC -

reorganization of the Committee can be seea as A n4k

one form of committee, and the subsequent f=rma "0o t -.

different type of committee. In this case, the Committee

continued to operate as a multi-candidate co~mittee, making

contributions up to the $5,000 limit to candidate-committeOS..-.

Since the reorganization, the Committee has supported 
only 4

federal candidates, and would not qualify as a multi-candidate,
committee. During the period of audit, the Ccmmittee-contribted

$5,000 to Citizens For Sarbanes on October 7, 1982.

Affiliation

Both the MMP-PCF and the Committee were established by the

Union. In accordance with 11 C.F.R. 100.5.(g) (2), committees

established by the same labor organization are affLiated

However, since the Committees dispute with the Union, the .

Pensioners Action Fund has acted independent of 
the Union a'nd the

MMP-PCF.

In 1982, the Committee and the MMP-PC? both gave

contributions to Citizens For Sarbanes. 2/ MMP-PCF contributed

2/ Though outside of the audit period, a similar problem

occurred during the 1980 election.

I 9

On December 14, 1976, the Committee filed an mi
Statement pf Organization changing the-Co=ittee n a'M
Vensioners Action Flund, MMdorgan
organization, with no connt e d a

The C6"ttee7-s5edth'e union, and eceit4 the ,
funds t rot the Union by' checkldted" 2une 26 980 .

ding to. the Comittee's, c so 1 ,s nci th*i

Comnittee has not been affiliated1 a the on *4

the 1itig ation funds, has* not e ai *0t
union.
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D0oo to Citixsensn io Sub t4Utiit'jp pVyy a
)~temb~e30,r 19862 contite$2. n

SAO+ tir ++ .+ ...

*e Penstoners Action Fund 'contribgtilROSeI th
Wi~bnes, for 'the eneral election on Octob'er Y 92

coe~eattiv sel stte :h:t:v 0 I the* Comittee Ln

W" ,"-a- Oft+ aciv.JutP

Oni AugustA z# ~~.Th uca
eal estate property as an. investment. e a eports Anyi

Division contacted the Comtee and reqired~ tht t!.be*.Pmxc a-~
Price of the propety" be' ifiiuded*4I* cashli-: i;bnd.

1.o 4ng .to, the Coxmmittee cQUns 1 f or the monts Of June,
0 itpropers ,t Va Committ

It 'f s ko a~ t + as m+ t+ d. w.

coflSUltoot, f+0 . r imon0th. 0An+t+ )k oX'ecu.teco._.y
lew prth Aib e 11e, rsaCited tbat : the prOpe ty. +to

beusd ythe .tenant as _Aprivate aomiilet retidenCe44 *Q4wfl
otherpVazpose!s.V The property ha4 een 'Put "up for.-Sale"

During.-the period covered Oby the audit, the' propertya.v~snot
ited. report. filed by * the Com a ittee c6ving part.o o
period -in : whch, t propety was- re nted (1/1/83, 7/3O/03).. fa ls &
to'-.show,- Ow, r eceipt -of rtental inc'ome.,

Th.~ffilti~f qestIon- also afftets this Issue I ha2
U.S C. 41b(b), (3) (the com1meial ransaction- protihbition)
seem to be .rele .vant only if the Committee -is, -still co niet .+ 1'th
the Union*

ThMt ttached audit report is being f orwarded with ,no:-
fniqpending your analysis of the above issues In ddition,
You will, al so f in d attached a memorandum relating to the-
affiliation question' The question 'was previously fohwareed to
the Office of GeneralCounsel asa result of theaie

... Pensioners Action Fund conducted in 198 If
questions, please do not hesitate to- call Glen Buco or. Russ
Bruner at 523-4155.

2/ This matter would not be included as a finding in the Audit
report because it did not exceed the materiality threshold
for excessive contributions unless the commoittee is
determined not to be a multicandidate committee.

Attachments as stated
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A. Overview

This Qtspwk AA-~Q~airatt tI 'was

Act~h i _n Putd alicO~*~~ i44 i~'.y te, Audt DWILOU
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co p- c- - -with , , - 144hai O e i£4:ral ° 1e~ti of t s9-octt of171Ps *ndd(teAc) 
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:

~~pur~~uaflt~ 
toet~l )~) o titZo h ntdSae oe

whic¢h state-S, IA:+ p I .....................h in ? wtuc . u.t and..

- f1Ced nvt'atn of a¥ny )1 Ut c
4 om1I

€ °  ttei redt ' i e

0 a report under sectionl 434 Of.tisi.I 
*. p~i~! rAO t eonductiD

!: r

ny audit under this sect , hE tMhl esfo ....

rna • ecb s1 ecte cOmtte to :Z

....termine :if the reprtS tiled :by P:: :rtC4 : : ihte' he

'with, --e eq OAShh U.S. 0ouS-T ...

ohepcesetatives onsAiTL 19, 1973,,as the .asters, 
Matesand "

.......lots Pensioners c und ..... h-eb Ac. The ., a .n n. .

Arg of inder. t an1 Pulis ts its Cod..

oran ton. On December 14, i76, /" Com.i.tee aede ..

Stae.nt f oranizar e •.... . ch..n.. . .n ..s ..... o the Pensioners.Actinud, t cOan ...e1i .. tt Jay .. td pilot au£s and,

connected organization.: The 
Coimute manan it headquarters+ ;

in Baltimore, Maryland.

The audit covered the period January 
1, 1981 through•December 31, 1982. The Committee reported a cash balance 

on

January 1, 1981 of $339,887.23; total receipts of $84,731.87;

total expenditures of $108,453.30; 
and a cash balan

ice on Deceber

B 31, 1982 of $316,165.80. 
":- 

V+

ThiS audit report s based on docu'ents and work papers

which suppOrt each of its factual 
statements. They form part of

the record upon which the Commission 
based its decisions5 on the

matters in this report and were available 
to the Commissioners

and appropriate staff for review.
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ntroduction-

Besinning in 1970, the International Crganization of Maste.-s

,-es and P ilots (IOM2) began soliciting vo1nta-ry contributions

from ts retired pensioners for a political fund. These solici-,i

-atiCns requested the pensioners to authorize, via a reply card,

,he n.- Pensi.on Fund two withhold a uniform rate of 3 % from their

-- thly oensi on benefit checks for collection and transmittal to

the political fund. This political fund formally established

itself and registered with the U.S. House of .Representatives on

April 19, 1973, as the Masters, Mates and Pilots Pensioners Action-h_

?und (PAF) The PA= statement of organization tiscloses the

International organization of Masters, Mates and Pilots (1ONW)

as its affiliated or connected organization ad indicates its meM4

are retired men.bers of the ZOWP. The PA7 proceeded through most rr 9

1975 en this basis, receiving by that time approximately 
$10,000 per

anonth of voluntary 3% check off monies from OP pensioners,

administered and transmitted by the IO--'M pension plans. l/

* ." *' 
* * '

1/ Act.uall, the Iox-MP had t.wo(2) Pen.iof Funds, one(1) 'for*

East and Gulf Coast pensioners based in New York, the other *

i cpresel g e Cs nsioners, headquartered inr~oresnting West Coast pensoes:eduree 
n..

Francisco. -

p .
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z a*1975 or early 1976 durAo n-,fi eeqion5s I .

4isp'am* aroe between fac•.... & ,t .Us

s fa' as ,we are& od e esQ - ..a-
Ai Ths car a es ie arein'd the desieral e.

tb*L

resut ~t gvet

ca-po i e .Q: new pes i ti r fund a. a - _4 t."o

base inits solictlen Pof voqluxltary ~ ico -

riar m activ seaen*in%/om bers, -f rea i9e 
eni" p

"T Ai pnsioer swidherahei + uh r za ecin ove ton AC omecn

This w fund. .jeq t hred wsth te ah tiFe•eThl lchas

oaber 19,8 1976 as the -- 
as 

_ at a. . pilot s p ij slo Fund
Noe ,C)listin ~ letd&

CntributiOn.rn P?,is 
ratZtO

the ,iO *p nd ind b I'c ti that _ - vo1 lt 0Y - --

CMreceiVed from Current and retired member~s Of 'the Oi1.

The n bua.o -f or it "all 4mo

The neW O.1P leadership institut-e. a. unifom 2 hckOf

)-system (in ccn .3st t A? 3%) n an aps @-el o att unpttO_ ,•_d_

pensioners previously contributinlg to P-Z to switchb tdo1PCF-.-. The.

1--P solic ited PAF pensioners 
to this e -fect in additiO-t-

active stamen and more recently r-etire: Densioflers

PC? e-fA were at-, least 0partial v S ces'. -. And ma:ny former'

PA? n peA n ar s .sw .tche .th t-ot r .. lo over. to PCe, com ,efcin "

"----~ ~ ~ ~ ~ ~ ~ ~t 30 198 h aacso.:= .. -- e .;ndn

in January o 1977. he ePC has filed reports '6f s -ai

er th the Comi-sin nc tSi time. The' PA.has

* also continued -to f46ile.

Apparently as a result of intCtfS r mUOP offficers,

0 ccieflcifg in February of 1976 for the i ew lork-based Pension Fund

fand in April for the San Franciscobased 
aensios. Fund, all 3% month

Uwithkho1digs5 from PAP pensioner s were =ezained by the Pensi.on funds.

and not#- transamitCted on to the PA?.' These funds have been-Accumu1

lating in accountnos at both Pension funds since that tine =d as of

June 30, 1978, the balances of PAF-withelQ fu~nds totaled -44,36O.W

ad$18,904.56 for the N~ew York and San 10:rancisco-bas ed pension

plarns, respectively. In mid-197 7 , the zPAP filed suit against the

Pension Fu.nds (now merged as of 6/30/78) '%or the release of all 3%1~

-voluntary deductions withheld from the 
P. by the Pension Funds "I

since 1976. As o. the end of the initial 
audit fieldwork, the law

suit remains pending.remain
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7 a-ailabiS., t~o US~ wjh ied5 .* 5t6O conclu~de ht~o pr~pticl

puzo$, the PA? and PCF:- are -not at fi2. Lated; ivq of

thal New york-based Pension' Fund have state.d' that tle,: is,5

C~lf~tif btwe tePA? and the PC?, as evidencfd by the' fact~

tha r ommbers coMnofl to both 3oardsf ~ ae5 IA- Additio,

whereas. there' is an ovoSCffGt.f ewe h P? rdpeel

union leaders, and betwtG' preet io ledr -nth IO : -th P

pen,,si.Of Fundj the 'PA?, has claimed its Indendne'ri btsth

present% union leadersi a.ppas o che Duiitrt~yspratg"
f r v the Pension -?und which .administeS is ck-Of pln urf9

ourauit fieldwork, as yet -uncomplated,: we fround oeieiSo

transfers of -Funds be tween -h AadteP?

If both PAC's are deemed afiitd ir 41; € -0t• . ... .- ... --i- = ezshi(d:c ' ":++.+
co.nected organi zaion and overlaping =42: - - i f (da...cr&i 4
above), then we question the propriety of ogar inst.- .,.

co."mittee during the compl~etion of audita 'fieldwoktgar aaisSontributions to ederal candidates , hich- hen aggregated with-c Udazes ar in &Xc.0oj t.he l

conributols by PC to the s ame can o the

joint limitation of 2 U.S.C. 441a(a)(2)(A).

On the other hand, if it is t:e oinion Of the Office

of General Counsel that the two .2) Cci.tees are not affiliated,

to what extent would an eventual terinatin of PAP and tansmitta,0

of surplus funds tO PCF in excess of $5,000 be seen as a violation l

of 2 U.S.C. 441a(a) (2) (C)?

-- 
d.

4
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ait-oke4.aenp ts in a,) g ai ~two PA :ottiaiat~bz Mat

yre •bai #'

e ...  ixan~u e r wredt trans er ied 3eflf &( Sa7Vio 45 Acco:%h : R' .. a
- C 11e .I..o# .

.:aca i ei a, chWeeks- to wns nr C.e-A n i l Z r of e:i"
pension f run d h a infred s a - e f csfE.ePF :

4aj.1~on of --, Fo hS ccu~. m4days.P
pno t.planned. eae54rs*~ cn u t6 tet~5

axpendituOs, weare trahsfered to. tw%40 (2) ac dournts: .1-theOprtf9
AC~ut~ ad ) hePeiion I3enefi.tS Account. 'As th a ut~ titles.

indicate, the Operating Acout's used to fund Pensioziu&

opextti74 expenditures, while the Pension Benefits Account funds h.

zt bapa, beeit checks 4,o pezot~~. Ad-mixistrator of the
pensionFnha info.-Cmd us-that th e beei hek1fr h A

cm contributing pensioners were drawn on te Pension: Benefits'Account,

while. thechck for. the totlal of te month's 3% PAT ihholdings,-
based on that month' s computer run, Was drawn,-from t he Qoeating

Account and forwarded on to' PAF U um!! Februa y, 197.6 ually.

. the following month. .......
%0

This proedure -emained in effe .t. until r..,.... 1 976

when as indicated previously, the Pension t t nd stopped forwrding i
PAZ monies and Lnstead transferred te rnon~ly tOt-.back t& the

Pension Benefits savings account mentioned -above. DU=ing the

initial phase of our fieldwork, we were able to trace monthly 3%

PK- totals from the computer runs to the Pension Benefits savings

account. stateme.nts without material diScrepancy. owever, our
.uestion arises because of the fact that PA1 coantribuions have

been accumulating in that account since Februa-, 1976, and that
the same account has served as a te porary repository.for other

Pension_ Fund general treasury funds. Therefore, whether: or not
the pA. is successful in its suit to have *the funds- release, the
monies (totaling $140,360.83 as of 6/30/78) will eventually go to z
the PAY or the PCF which, in our opinion, will be receiving con-

tributions cc-mingled with funds prohibited under the. Act.: We

request your review of this issue so that we may advise the

coar..ittee accordingly.
.__. _

2/ Applies only to New York-based Pension Fund, the records of whio
- were the only ones available duri.g the initial phase of field-

work (see Attachm ent I).
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itwuds etflow ht al cnt~betoesozh O~ have

thira~n+Hower thers is ore queti n her rei~ - ESb - i

(penioners ofbjc the Dn in re stictnid:ed ' O -mcmbe~Sr ~ .+ :  Y°j:rhjn

S consideration is whether or not this condition (th e ¢on±m91Ce of

i the payment of dues to the IO 1 by the retired pensioner), also :
has to be met in order for the PA Pensio 1 to be considered a

union member for pu_-poses of the FECA. D epending on your res.ponse; n + ; s

we would intend to raise the issue wth ? A ffiil 2o esmt
of the A-dio. " 0

D. So~ii .-- o ssue,
"gAS indicated previously, the O-2 solicited pensioners "o

check-off authorization on behalf of the-PAF, from 1970 to 1975, +

at a flat 2-% rate. We have retai.ned a cop y of said solicitation' + ;

letter and reply card which does not explicitly provide potential ..., !
contributors the option of giving more or less than the 3%as

prsntyrequired by 11 CFR 114.5(a) (2) (see Attachmenlt II).Becasetl of "a efc ti- t othe Co..---iss ion' s reglati1 -.

S(April 11I 1), w ontfe htti scion sun esaplie

to-Fi a " cae However, available iformatio suget ta

to0 to2 inhavese... ..
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U ::P -. o *

gui Optcal beneffits paid ao .isoesaddepsdin-lilS u to 4 4~ Z p'e jrson -

per year. .
*- .

Pensioners ad deenets youngeii hanago S are0 e;iblo for bnefltor

simflar to thase proVided for act-ive emnplc-ees, an their dope~nentS.

oo * which is paid entirely by the welifari Plenf

* In the face of the clear arid unmsaal t&etto cono!Ty of Lh a

country, the danger of unrestrailed risei in living *costs ; maounting fe.,rz of Lne-

creased taxation on those least able to poy;-q stron; effort 4.s urgcrntly nceded

* simply to protect our hard won accomplishmen~ft t-o onee vctrchfc

* faces us all to expand and increaseou mteriaiwlaelv!l. ~
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AF At i U d ummar- s i ti

,rS tems froam ~it _uvause of the xmnamp W 7--

t~*~~r an4-Pilts P~~jnSA'ction Fund ("PAFr'

in 1970o the International Association Of Masters, ItHatts

and pilots (,IomMPv) began to solicit contributions toa

political fund from pensioners who had been members 
of the

10HMM before retirinS. This fund registered with the Clerk

of the -nuse of Representatives in April, 1973, as the 
PAF,

listing the IOP as its connected organization. Solici'tion

o of pensioners continued, in the form of a request to authorize

a 3% deduction from each pensioner' s monthly pension benefit

check, to be transferred by the Masters, Mates 
and Pilots

Pension Fund ("Pension Fund-") administrator to 
the PAF.-

Following an internal dispute, new ¢officers of the

ioK.ip were elected in early 1976. The new XOMNP leadership

dete_ .. ned that its political fund should represent actively

employed members of the union as well as pensioners, and so

a new pclitical fund, the Masters, Mates 
and Pilots political

Contribution Fund ("PCF") was established. The PCF

registered with the Commission on NoveMLber 19, 1976,
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losetothe 1ei4tit d98an"

the ?C? IwoU in. violatiorn Q -i- 2.2 . S 441a(a)(2)(C),.

. This offce advised the-Comastio. hat in light Of the

facts ofthis- matter, it,. appears the =g F and PCF are aff iliated
-fact-~ -tht.thy

under' 11'. CEI . 100.14c)( 2). by virtue of the fact tat 
they

were established by a common connected 
organ.izatio.. the IOMP.

See eteral Counse'ls Report, MUR 773, Part 
A, March 1, 1979.

However, a determination that certain 
commaitt6ees are affiliated

only has relevance ir. the context cf possible violations of

2 U.S.C. . 441a. There are no federal election campaigns to

which the PAF and PCF have contributed a total of more than

$SCOO. See Attachment I. Since no violation of the Act's

-^ %. &buion limitations has yet occurreC, even if the PA? and

PCF are affiliated, the Commission ccuid not make a determination

as to affiliation. The Commission, aware of this problem,

determined that the auditors should inform the PA?, PCF ahd

IOX.::. that they may be deemed a filiated for purposes of

the limitations in S 441a(a)(2)(A), and that an advisory

oz nicn request be submitted 
if an cff:ric.a 6eterminaticn

O- this issue was desired.



Th* PAekA te an, f r

6ec id nat~ to -subi naoiSt

the PAF Uit~ise to ace&se invQ~v efn in el tan e

campaigitor Vhe, ZOtS?-and pCF,-Twhc are !k-being .preaepted

in this matterby th same-, attqre#, haven also apparen y,..

decided 9D &to suVmiisrypenion reues. Tfsuc

eeno vi~l~tec. of2 S S lation)of 2 ..... . 4@a

ithe PAr and PC are deemed affiliat d,n t he Gentral y

Counsel's Of fice recommends no f urther action be t~.

agaInse the PC? and PAP concerning their epossil e afiation.

Because the PA authorized funds, have not been transerred

since February, 1976, but rather are accu=-ulatiJ*nc in a Pension

Fund account, 1 .the auditors expressed concern t-hat. political

Monies were be ing commniing led wit%.h pension f -=nds. If' such

were the case, a p o s s i be v io.la ti.o n o f 2 .. S 441b(a)

could occur when and if the political funds were eventually

transferred to the PAP or PC? and used in federal elections,

in that the pension monies might be considered- to be corporate

and/or union funds. See General Coun~sel's Report, MUR.-773,

Part D, March 1, 1979. The Commrission dester-niined that the



&utors 'sho.4 ititth e On Fund a&6= staOW t '

U'- INPIM -O

party taW faj rii d"z1w--j*0f t

*concerninig- thesei tunes cofir tOa tafao*ya

the astoie pi1i&amf1tr - 1 af Ai- artt* -acco u

fromothr ?nsin'?~ld3flit'~ The Genora Ii1Coufls*ej -

Office terf e~C m nS e C *disi*a tak:-,nf t b eTsz

Fund. monies;

c . re zbe rsi

0 ~The PCF -ad ice yOits~ pdt&oL=*rls wl ~.tie3

em 1oye d mebers of the 10MMP for contribut ens't-h olii

.6. und. 2 U.S.C. S 441b(b)4)(A)(ii)?*r,.:ires 'tbata aTuniQT:

solicit only its mtmbers for contributifls,.to'th@, union -poxiti~al

action a=m. Ts,.f pensiobners/retirees ire net mexube1.,o1

she IO*~xv. 441b(b) (4) (A) (ii)- has been Vitlated by t CF

."d t he 1INSF.

1i CR 114.1 (e) def ines a "member" of a- labor qrg,4P*zaticfl

as one who currently satisf ies the requirGeent for b=x'*cshiP

in the local, national, or international organization. 
The

coflstjtutiofl of -he IOMMP ("the constitution") (Attachment IV)
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* o th tjnsf ut*tb taOb DuiS ain& UAWflb4t4 4  z

of Meiur~ to bi O'tg~mizaton reqzires'tht e QG '

in Ioo sttidin ote iJdIrdA .ms hteaat'" UI~,.

dun foor sthedij tuen union~ rt~C l 5a...

PensionerOs -adoit heIW a-, U11 te rt fore1 do,

not met a' Le reuem nt, for memabersbj. in p erRiat9~: AP'#

0 Atrticle VIx!. ;See also6, Xdvisory, i nion 7'67(o*oc

corporation pe-rmitted to solicit- as ."*eQmbers thos a1.

regualarly paid dues or had -then Specifically waived) .

goThe 14C? t# hrough its atonyu ries ,that pen 4isioners

who were members-in good standing'-priortoeirethae. .

not lost their memttbership status f or non-"ay-aflt of duas..~.. .

sizrce as 'honorary members- they are not :equired to. pay , .4

dues. / in Advisory Opinion 1.077-607, a showing of, a . 4

2/ in detet.milifg whet%,her an individual or group of
individuals qualif y as 04members" of an organization,
the fact that the organization considers the individuals

in question to be --eembers and denomninates them. as members,

should not be persuasive. Otherwise, a labor organization
could desicnae -..;e wl-cle world as ine~r~and thus
avoid any li=4itations on whom it cculd properly solicit.
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: K,~ - ; ...he ability to, pari ipat

... ootneno . gU rt c Lve, y 4;

... (iv ); Article XII, S 7. -+Pensioners c .an~no=,vTi P-e!. ,

hij 4T tb 4 
:'+"' ++ .. ". .

of IOHMP officers. Article V, S III, Artic1e l i - + s z + + + ' '

-7~ 7

absence of. the right to vote in elections, thfe inaub++ tf'. ++.. +*

to serye as officers, and the lack f t ' sa statuSI

the or nizetion as ull embers were

" factors in the Co, issiOfl +s determi-nation mlA +isory- iiO3° ....

17- th at certain indio'als 
" nere not "betSWr "V

the meaning of 11 CFR l14.1(e) .....

In enactin.g 2 U.s.C. S 441b(b)(4i)+(i), + CcngeS W +' +

tinterested in assuring that unions would only si

a they refresenteb 5.R. Rep. 4o. 94-917, 94th Conteess n2ndC

o 7 (1976). The Supreme Court has eteruinedi n the

th Sesi tin as mebes' er cn61tr

context of the National Labor Relations Act (WNL Y yth % Ion

faton s not entle to act as a ret, rCe s represent-tve

1r collective barainin purposes, an n fact has -

satutore duty to represent retirees. _/ Allied Chemical<

3/ Neither does the ICMMP have a constitiCnai duty tO

represent retirees, as nothing in the ',, constitution

confers such a responsibilitY On the union.



ThbQLP n th~eir attrney, ards & '

the jQ$NP.~er~~ retsj~ no neotiations concr&g'Z
........ e p o p t .. . .. ..... ... .... ... ....9 .... '7 ,,

pensi*oA-bnef-ts To the extent such negotiations do ot

implicate. the.-future Pension benefits of active employees,

under the. NLR-AJ t .negotiations need not be initiated ,

,or p_,,ue4 -,by either the I0M?,P or the employer organ

Id.i~181 Tere ~ A, he decision by the 1 O&K~ (a~~

empoyec) o ba-:gain over pension benefits is purely a >

gratuitious one, and the union could witbdra" from sa ..

0 practices or, -adopt a conflicting course of action at ii ' y' d...

making the alleged .representation illusory. Re' rees hai ve

no recourse if IOIM bargaining efforts on their behalf

CO cease, and tbey..lack the ability to direct..the cou re'i o f

such z'representation," since they have no enf orceible r ht

in the 0I-SP in terms of a voice in I.1CM!-P policy matterS,

collective bargaining contracts, or the election of representatives. e

It seems apparent that the 0lHIP also recognizes-p nsioners

are not accorded actual membership status in the union. Section

411 of the Labor-Management Reporting and Disclosure Act of.,

1959, 29 U.S.C. S 401, et sq, entitled "3i11 of Rights of



)or ofabor anizationi', requires .,thte

gU #~ albr raza4 bsallI have kqid
piweei b. "-zon wto

4.~++++ <+koweve:,

gbts + tee areast 

ZOZ*IP mers i...od standing Presub , th.

because the IOmMP cons iders pensioners as notI ha ,n •-

,true membership status in the organization, asit does

not seem likely the Ommp- would blatently violate .

U.S.C. S 411 in this manner by the very tesms a ..

n i C+ft1utLC. i- 
A

The PCO/IommP attorney refers to 
various - .iecti6S t ..

the 10,IP constitution to show that pens.oners hive + *i rt n -

enforceable rights in the organization. 
See A t a'hiU"fl

at 5. Every section of the conatitution 
c'ted ref rsto

at~ S . E v

o such rights as the rights of "members
", and no oners

See Attachnent IV. Yet, the p,ecise question in issue, -is-

which individuals are members. Thus, tbhe evidence, cited Is

not persuasive.

. 29 U.S.C. 5 402(o) defines "member" as:'

any person who has fulfilled the requirements

for membership in such organization" 
and who

neither has voluntarily withdrawn from member-.
ship nor has been expelled or suspended 

from

membership after appropriate proceedings 
con-

sistent with lawful provisions of the constitution

and bylaws of such organization.
This definition incorporates basic=lly the sane standard-

as 11 CFR 114.1(e) -- that a merer is one who has

fulfilled the requirement- for bershi. in the organiZation.
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*# aoten~y~ti pames *tat"s as actia.y ~1*

*~the 'loxRP of the @i Ardi'etion'sr

to 't 16- 0n~is the, ind, Idue oibi

parcp P Ci~ n

~the COO gelS*onii 8

the payme tS of~u~ that members I odSCAnd
meet of n e ra. c .

meet Inlight othis, "the 'Of fice of 'GenrlConeo

recommends,. the .Commission, find that pensi4oners are not

members of the IOMP and that there is ,reasonable cause.,

- -++

to believe the IOMMP and PCI violated 2 U.S.C. 5 442b

(b)(4)(A)(ii) by soliciting PC? contributions f rom pensioners..5

The Mr?, which is still registered as an IOMSMP connected

Orcaniz#tiol, also solicited pensioners fez contributio.

Powever, no funds thus solicited 
have been receivedbythe Ail

0 since Febru.-arys 1976. 2 U.S.C. S441b(b) (4) (A) (Ii did not

-no efect until une 1976. As no political fnd

the jurisdiction of the Federal Election Campaign 6ct has

yet received these monies solicited from an allegedly improper

class, the Office of General Counsel recoends the Com+ission

take no further action against the PAP conCernng the solici-
tation of pensiones nt he f ever, as the PA?

receives those funds.

5/ The attached proposed conciliation agreement does not
recuire return of all monies contributed as a result
of the i.nroper solicitation. The issue of whether

pernsioners are ":nerbers6' ofAE the ICMX-_? is a close one,

<A.

an the action by the union in solciting thpinAs class

was not16 invidiou2s. "he orozsed c.Oc;.Ilia:io..n agreement,
therefore, seemis a civil t fenarty an eaeey. or

e rcsective relief Bnd retroacti'Je relief.



•a Io oI 0210 A.a thsr. X a

? *.PCT use~d the affrm v dlMA

LT
in shes azgo e -o e .

U 0:

2% deduction, but oes hot inf rm t " ontr Cous' ice

option to contribute more or less than this aeaUnatb fact

thia. _form aswl a tter accomza'-OYiu it sent to some

individuals, uses th,,q Zi -fiq.ire to en~tice individuals t

switch their autherization from the PA! to the CF. Attac-

ment III - Presented in such a manner, rzany ind ividualS thus

solicited = a have believed that less than 2% could not be

contributte Two other formse ,used -1iste, difcernt amounts

and ir.strt tTkeo individuali solictedC to chAck-on e .ount,

but no where informed the indjivjdiul that roeor less could

be contributed. Attachment IIvI. TeGeneral Counsel's Office

t herefore recc.ends that the Co"ission 
find reasonable cause

to believe the PCF and IOMMP violated 1. CF. 114.5(a)(2) 
by

not inforMins those solicited t%-hat -ore or less than the

cuideliflnes suggested could be collected.

1. Take no ~ ac ior1?\agaiflst the ?C-F and PAF concernin'g

their P ssib e filia-_'

2. Take no acticn/f ain&fst. the -'-and the -*M?

Pensi-on Fund concerning any past. cor-ningling of pension

funds and ?AF authorized funds-

~0

CO d

0:

mq
0



*use- 4o b*liev a~ IOHZ4P adPCF .
S ,4414fb) 4))() by Soliciting

the pC? hrm thosba~ are, ncti

jf~a~e t beievethezvm? and Pcr
4tit*8y~~Iintfrming tose

*~~o tf otilbute more o
+. a sag~ i,.d the SO I iCta tjion -

~o~~k~ sue t~ittehd, Cobiliation agreements.
* -. -4.Ile-

William C. Oldaker
General Counsel

List cf PAF and PCF 77-78 federal contributions - I
Respcnse from IOM!,?/?CF attorney -I

Letter fr cru I:M? and PCF authorization fC-..s - iTi
iCM'H. constitution - IV
Conciliation Agreements (2) and letters (2)
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Attacment.s:

-b 0

-1
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