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.fu:. Piotto Hl::li. !rtntuxo: ‘ ;
Pensioners Action m s o e
naltino:e. Maryland A W

RE: MOUR 1652 4
Dear Mr. Mazzai:

On July 10, 1984, the Federal Election Cn-nis:ion considered
certain matters which had been referred to the Office of General
Counsel as a result of an audit of the Pensioners Action Pund.
The Commission was equally divided on the question of whether to
find reason to believe a violation of any statute within its
jurisdiction had been committed by your Committee. Accordingly.
the Commission has closed the_file in this.matter. It will
become a part of the public record within 30 days..

Sincerely,

34040464246

Enclosure
First General Counsel's Report




'llt. Pietro llnuh 'rxmnnz
Pensioners Action Fund
’000 Box ‘120
Ialti-o:.. Maryland

RE: NMUR 1652
Dear Mr. Mazzai:

On July 10, 1984, the Federal Election Commission considered
certain matters which had been referred to the Office of General
Counsel as a result of an audit of the Pensioners Action Pund.
The Commission was equally divided on the gquestion of whether to
find reason to believe a violation of any statute within its
jurisdiction had been committed by your Committee. Accordingly,
the Commission has closed the file in this matter. It will
become a part of the public record within 30 days.

Sincerely,

Charles N. Steele 'ff
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

84040464247

Enclosure
First General Counsel's Report




"Ir. ln::y Soid-an. !rcaturﬁz

‘Masters, Mates and Pilots Political :
" contribution Fund | .

900 Maritime Boulevard . i,
Linthicum, Maryland 21090

RE: MUR 1652
Dear Mr. Seidman:

. On July 10, 1984, the Federal Election Commission considered
certain matters which had been referred to the Office of General
Counsel as a result of an audit of the Pensioners Action Fund.
The Commission was equally divided on the question of whether to
find reason to believe a violation of any statute within its
jurisdiction had been committed Dy your Committee. Accordingly,
the Commission has closed the file in this matter. It will
become a part of the public record within 30 days.

Sincerely,

84040464248

Associate Gene 1 Counsel

Enclosure
First General Counsel's Report
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lu. lu-ty utdun. 'rnuure: ,
-.mnu Mates and Pilots Political )

tribution Funa | Yl
700 Maritime Boulevard : '
Linthicum, Maryland 21090

RE: MUR 1652
Dear Mr. Seidman:

. On July 10, 1984, the Federal Election Commission considered
certain matters which had been referred to the Office of General
Counsel as a result of an audit of the Pensioners Action Fund.
The Commission was equally divided on the guestion of whether to
find reason to believe a violation of any statute within its |
jurisdiction had been committed by your Committee. Accordingly,
the Commission has closed the file in this matter. It will
become 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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In the Matter of

)

iy B )
. Pensioners Action Fund )
Masters, Mates and Pilots ;

Political Contribution Fund

CERTIFICATION

MUR 1652

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of July 16@“ o

1984, do hereby certify that the Commission took the

following actions in MUR 1652:

3o Failed by a vote of

3-3 to pass a motion 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. § 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.

COmmissioneEE Aikens, McDonald, and McGarry

voted affirmatively;

Commissioners Elliott,

Harris, and Reiche dissented.

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

Commissioners Aikens, Elliott, Harris, McDonald,

McGarry, and Reiche

- 12-84

Date

voted affirmatively.

Attest:

U Marjorie W. Emmons
Secretary of the Commission

”
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MEMORANDUM TO: CHARLES STEELE, GENERAL COUNSEL

FROM: ' MARJORIE W. EMMONS/SUSAN M. TEIRS'
DATE: JULY S5, 1984
SUBJECT: 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:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner McDonald X (COMMENTS)

Commissioner McGarry

Commissioner Reiche X (COMMENTS)

This matter will be placed on the Executive Session

agenda for Tuesday, July 10, 1984.



LECTION COMMISSION

N, D C. 20463

CHARLES STEELE, GENERAL COUNSEL

gn(

MARJORIE W. EMMONS/SUSAN M. TEIR

JULY 5, 1984

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

The above-named document was circulated to the

Lo .
‘:;‘ Commission on Monday, July 2, 1984 at 4:00. i

i*:: ) Objections have been received from the Commissioners %
;; as indicated by the name(s) checked: E
il Commissioner Aikens va
:: Commissioner Elliott ;
o Commissioner Harris ;
<T Commissioner McDonald
o 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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 FEDERAL ELECTION COMMISSION
" WASHINGTON,D.C. 20463 . : v

Office of the Commission Secretary

FROM: Office of General Counsel
DATE: July 2, 1984
SUBJECT : 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 DISTRIBUTION

48 Hour Tally Vote x] Compliance x1]
Sensitive ]
Non-Sensitive [} Audit Matters [ ]
24 Hour No Objection [ Litigation [
Sensitive [ ]
Non-Sensitive {1 Closed MUR Letters {1
Information (] Status Sheets (1]
Sensitive [
Non-Sensitive (1] Advisory Opinions ()

" Other (see distribution
Other (| below)
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FEDERAL ELECTION |
1325 K Street,

FIRST GENERAL COUNSEL'S REporr 04 JU

DATE AMD TIME OF TRANSMI

BY OGC TO THE COMMISSION m—_‘_iés‘mrr J

SOURCE OF MUR: INTERNALLY GENERATED

RESPONDENTS® NAMES: Pensioners Action Fund
Masters, Mates and Pilots Political
Contribution Fund

RELEVANT STATUTE: 2 U.S.C. § 44la(a)(2) (A)
2 U.8.C. § 441a(a)(5)
11 C.F.R. § 100.5(g)(2)
INTERNAL REPORTS

CHECKED: Final Audit Report of the
Pensioners Action Fund

GENERATION OF MATTER

On March 16, 1984, the Commission referred to this Otfice
certain matters contained in an attachment to the Final Audit
Report on the Pensioners Action Fund which covered that
committee's activities between January 1, 1981 and December 31,
1982. (See Attachment l1). 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 JOMMP" 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 comitt« wmch breaks wum the conmt.
‘  'otg.n1:ation through whicb it o:tablinhoa nultlelndldnto ltatulwf7'“'
ﬁ J __ua£nta1ns that status after the relationship is ended. 4
3) Whether the Pensioners Action Fund failed to report e

income of $3,000 derived from the rental of investment p:bpi:ty.
FACTUAL AND LEGAL ANALYSIS

A. Affiliation

2 U.S.C. § 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, Mates and Pilots
Pensioners Action Fund, registered with the U.S. House of
Representatives on April 19, 1973, listing the TIOMMP 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

8340404642553

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 TOMMP 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.

§ 441b(b) (4) (A) (iii) by soliciting pensioners who were not
members of the union,




v"Jthnt sllo yoar tha !hnnionero Action lund !ildé an annnaud

: Btato-nnt of Organization changing its name and 1iot1n9 1t101t unff °
a membership organiszation with no reported connected
forgnni:acion. .
In Pebruary 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 Masters, Mates and Pilots Pension Plan in the

e United States District Court for the Southern District of New

o York to secure release of these funds. On June 24, 1980, the

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

ad 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. 1Its 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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‘the ganeral o_heetmi;éﬁpatqn in the amounts rumtiul.r of

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

 affiliated, they have violated 2 U.S.C. § 44la(a)(2)(A) by

exceeding the $5,000 limit for multicandidate committees.

The issue before the Commission is whether the Pensioners
Action Pund and the Masters, Mates and Pilots Political
Contribution FPund 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
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 ("NRSC")
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
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. § 44la(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.
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‘issue of the effective affiliation date of the North Caroll

In ea:ly 1919, 1n.umn 459. tho calutntlon had

Congressional Club ("NCCC®) and the Helms for Senate ceuitt«* L

(1978 Committee). During the course of the inveltigation 1a thatua
matter it was determined that the NCCC had first registered Il 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.8.
Senate Conmittee did not terminate until January, 1976. On
November 7, 1974, NCCC 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
MUR 414, namely, that once committees are affiliated they cannot
terminate this affiliation. This is especially valid when common
establishment is involved as it is with the Pensioners Action
Fund and the Political Contribution Fund. As noted above,

2 U.S.C. § 44la(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 "or"
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;“Fndicltas that only onc typn of lpocitiod :elationnbip is
; to render committees affiliated. naving both been lltlbl,lhl! ﬁ!
~ the International Organization of Masters, lates and Ptlotl. tho /

-~:capondonts in this matter cannot oblitetate that common _
‘oltablichnent by fiat. A new committee could be oltabllthcd hy

pé:aons involved with the Pensioners Action Pund to which that  H
committee ¢ uld contribute.3/ FPollowing disposal of its
remaining funds the Pensioners Action Fund could then terminate,
leaving the new committee to operate with no connected
organization and no affiliated committee with which it shared
contribution limitations.

In 1982, both the Pensioners Action Fund and the Political
Contribution Fund made contributions to Citizens for Sarbanes for
the genetallelection campaign in the amounts respectively of
$5,000 and $200. Given their affiliated status, these committees
have thus violated 2 U.S.C. § 44l1a(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. § 44la(a) (2) (A).

B. Multicandidate Status
2 U.S.C. § 441a(a) (4) defines "multicandidate political

committee® as a political committee which has been registered for

3/ See discussion of multicandidate status in Section B below.
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a portod of not. 1010 than 6 lnntho, whtch hns ;"
,oontrtbuttona £:on -o:e than 50 pe:lon-, and which.

BState politicul patty organlsationa, has made contributious bo
five or more federal candidates., ueither the statute nor ehe

CO-nisllon's requlution: requites a connittee to toeltablish it.  '

multicandidate status upon a change of circumstances :egarding
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
committee, 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 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 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
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~the person named in the unexecuted copy of the leass for
v'of investment property” and for *maintenance fees tét real

.a-’-

property investment” as well as payments for other cohlitt§§;]f,
related activities such as travel. The payee's repoztcdraddndli’
is that of the real estate property in question. | A

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.

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. § 441b(b) (3) (A) or of 2 U.S.C.
§ 44la(f).4/ 2 U.S.C. § 441b(b)(3) (A) prohibits separate
segregated funds from making contributions or expenditures “"by
moneys obtained in any commercial transaction.® Yet 11l C,F.R.

§ 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 same

manner as investment income derived from transfers into an

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




o™
o
N
<r
¥,
<
o
<
o
<
(o]

'ff*“tﬁriltfbﬁttiﬂﬂ savings account or investment in“Goyﬁ_

treasury notes (AO 1975-41), 1nve:tneh€ in a -.ving.”.gazzx 5
association (AO 1976-25), or investment in an investment tgﬁit‘f3
(AO 1980-39), i.e., as available for expenditures. ‘The 1§§§$n§ffv
or, especially, the sale of the property could also be vidu54eii
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 A.
contributions to federal candidates in 1983 or 1984. Therefore,
we do not recommend pursuing this matter at this time.
RECOMMENDATIONS
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.
§ 44l1a(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

29, [958 BY:
e 4 4 Kenneth A. Gross
Associate GeneraX Counsel
Attachments

1. Audit Report
2. Letters to Respondents (2)
3. General Counsel's Factual and Legal Analysis
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FEDERAL ELECTION COMMISSION
WASHINGTON, D €. 204¢)

»83-77

REPORT OF THE AUDIT DIVISION
ON
TEZ PENSIONERS ACTION FUND

1. Backaround

A. Qverview

L This report is based on an zudit of the Pensioners’
Action Fund ("the Committee™), undertzken by the Auéit Division
of the Fecderzl Election Commission in accozdance with the
Commission's audit policy to determine whether there has been
compliance with the provisions of the Fecderal Zlection Campeign
Act of 1971, 2s amendeé ("the Act"). The audit was conducted
pursuvant to Section 438(b) ef Title 2 of the United States Coce
which states, in part, that the Commissicn may ccnduct audits and
field investigations of any oo11t;cal co*mittee recuvired to file
2 report uncer section 434 of this title. zior to conducting
any aucit uncder this section, the Comziss icn shall perform an
internal rev1ew of reports filed by selected ccmmittees to
determine if the reports £filed by a pzrticular committee meet the
threshold recuvirements for substantial compliance with the Act.
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leots Pensioners ic
Organizativ. ci Mazsters, } s its connected
orgenizaticen. On-Lecember lé, 19/6, the Ccmmittee emended its
Statement of Organization changing its name to the Pensioners
Action Fund. The Committee maintains its hezdguarters in
Baltimore, M¥arylangd.
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The auvdit covered the period January 1, 1981 ‘through
December 31, 1982. The Committee reported a cash balance on ..
Januvary 1, 1981 of $339,887.23; total receipts of $84,731.87;
total expenditures of $108,453.30; and 2 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 uvpon which the Commission bazsed its cecisions on the
matters in this report and were availzble to the Comm1ssxoners
and eppropriate staff for review.




B Rey Pe;sgggg;
' The Treasurer of the Committee during the pc
covered by the Audit was Mr. Pietro Mazzai. :

C. Scope

The avdit included such tests as vezi!ication ot tottl'
reported receipts and disbursements and individual transactions;
review of required supporting documentation; analysis of debts
and obligations and such other audit procedu:es as deemed
necessary under the circumstances.

I11. Matters Referred to the Office of General Counse;

Matters noted during the audit were referred to the Office
of General Counsel on March 16, 1984.
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Hﬁﬁbﬁﬁﬁﬁﬁha?OS‘ Robert J. Costa =

" future. The Pension rund administrater iniormed

March &, 1984

e . 2ssistant Staff Ditc:.o:
o AgATS Audit Division
THROUGH: : John C. Surina

Staff Director

FROM: | Charles N. Steeleff” i

General Counsel

SUBJECT: Report of the Audit Division on ‘the

Pensioners iction funé

The Office of General Counsel has rev

Zvuéit Division on the Pensicners Xiction ?ﬁu
merorencum adcéressec to this cffice tes v
these documents, we meke the ;o'loaznc cconen

wed8 the Repor; of the
énd the zccompanving
son our review of
ts.

ision has razised the cuestion cf whether the
Pensicners Xcticen Tund ("PAF") is naffilizted" (1 C.®.R. § 100.5
(¢) (2)) with the Masters, Mates and Pilcts Folitical Contribution
Funé ("PC¥"). The 27 uas esteblisheé tx the International
O:zcaznizaticn of Mesters, Mates end Piicts ("Uaion") in April 1873,
2nd the BCT was established by the Unicn in November 1976. 1/

The rudit Div

-

1/ Following 2 dispute between the Uziocsn and the PAF during
1976, the Internztional Union Pension Trust Fund withheld
centributions (pensicn deductions) to the ZAP. (See MUR 773
which was generateé by an a2udit of the TiT pursuant to former
2 U.S.C. § 438(2)(8).) 1In April 1977 the PAP filed a lawsuit
premised on federzl pension law in the Sistrict court of the
Southern District of New York to secure the release of the
withheld funds. 3Seceuse of concern that z pessible violation of
2 U.S.C. § 441lb(a) could occur when azd if the withheld PAF funds
were eventually trensferred to the PA? and uvsed in federal
elections, the Coxmission determined cn March 8, 1979, to have
the auditors recuest that the Pension Tuné acdainistrator
secrecate 211 2uthorized politiczl monies into an escrow account
in oréder to avoié any vossible violetions of the Act in the
the auvditors

that (continued cn next page)




Pursuant to 1) C.F.2%V § 100.5(¢) (2), 2ail cc=m ...‘..tees (including
separate segregzted fund) established, financed, meintained, or
controlled by the same corporation, latss czganization, pezson,k\
or ¢roup of persons including any parent, subsidisry, branch,
éivision, acpn:tnent, or local unit ths'es-, ere affiliated.
furthermore, as set forth at 2 U.S.C. s 44ia(e) (5), 211
contzibutions nmaée by political commitiees estzblished or
financed or maintained or controlled by a2ay corperation, labor
organization, or any other person, inclnc-"g any parent, 5
subgsidiary, branch, éivision, departmernt, zr leccal unit of such
corporation, labor organization, or arny citer :e:scn, or by any
grovp of such persons, shall be consicderes to have been made by a-
single political comnittee.

The Audit Division's memorandum contazins the information
that on December 14, 1976, the PAF.fileé zn 2mended Statement of
Organization which changed the committee's name by dropping the
prefix "Masters, Mates, and Pilots." 7Zhis office's review of the
amenément, which asks that only chances in previouvs statements be
provided, reveazls that the PAF provides no informztion concerning
its connected orcanization other than that its cornected

«© orgenizaticn is & membership organization. 2/ Auczt $ memorandun
also states that azccording to counsel for the PAF, the PAT heas

© ot been zffiliated with the Dnion since t:e ¢ispute &nd has not

¢ received any funés through the Union other than those described
in footnote 1 susra. The auditor's review of the repozts filed

S by the PAF hes verzified that the PAF hLis oot feceived any

o contributions thrcuch the Union since Zecezber 1976 and that
since December 1976 the PAT's major scurzcz of funés has been

T interest earned¢ on zre-reorcanizeation ccnisibutions. 3/

O

A g
1/ (continued)

S +he funés nhaé been in a separeate, secrzcetzé acccunt since

< January 1¢7¢ On Segust ie, 1&ue, ths TEmtisticr cesermined’ to
tezke no furgber acticn aceinst the PAT zné the °=rsxon Fund

®@  concerning any past conmzngllng of pensicn funés and PAF-
authorized funés. On Juhe 26, 1980, the Fsnsion Trust Fund
turned over to the Par hevthhheld ccntritutions plus the
interest thereon ($219,3%2.58).
2/ Accordingly, it is the view of this office thzt the phrase
W_.. and deleting the Masters, Mates and Filots as a2 connected

host orcgenization" should be omitted from the second paragraph of -the
. first pace of the z2udit report. .

3/ Rlthough the Pr='s amended Statenent of Oréanlzatlon states
thet its connected orcanization is a tembzrship ergan:za~1on,

sr
there is no information which indicates the icdentity or- existence
of the orcanization.
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In the course cf MUR 773 (see foctncte 1 sugga)

advised the Ccamission that in light ©f the facts of the matter
it :gpea:ed that the .PAF and the PCF a:re "affiliated” by virtue
aiT respective estzblishment by a cc::c counected ;
organization, the Union. (See General Ccuzsel's Report, Part A,
Mareh 1, 1979.) 4/ Eowever, since at trhat iﬁe the PAF and the
PCT had not contributed, in the aggrecete, more than $5,000 to a
federal election campaign, the Commxss-ou Zetezmined to have the
auditors inform the PAF, PCF, and the Tnics that they may be
Seenmeéd affiliated fo:.purposes of the cont-ibution limitations in
2 U.S.C. § 44la(2)(2)(h). S/

Because the instant avéit of the zxF revezled that the PAF
centributed $5,000 to Citizens for Sartznes for the 1882 general
election and that the PCF contributed $200 to the same committee
for the sazme election, the Audit Division zceain rezises the issue

~of affiliation between the two committaes 6/ In view of the

facts that the contribution limitations have now bﬂen exceeded 7/
anéd that the ?PiF a*:a‘ently intends to beccme nmore active in
future elections accoréing to Audit, we telieve that this issue

~—
S

4/ The CGenerzl Counsel's report in MUR 773 rezsoned that both
the PAT &nd the PCFr were established br ths Tnion and that the
solicitation cf contributions to the T zaé the *CTF were made
uncer trhe Unicn letterhead and sicned v :tZe tnaicn Presiédent.
The CGeneral Counsel recocnized that thz Z:2 cleimed in the then
pending laweu*“ to be COuDlEsG’V separzte fircz the Union, but
azcued thet the FiT never zmencded its Stziszment of Orgenization
to reflect thet it wes no loncer connectef to the Union. The
CemscaliGCouneal fotses a::;eé that alincuzh the DT -elied, as
evicence of its 1’:cepencence, on the fzct trat ncne of the

present officers of the PAF were officsrs of the Union, non-
commonalty of officers is not a deterninative factor in deciding
whether the organizations are affiliated.

S/ Subsequently, cn Rugust 16, 1979, the Comnission determined
to "take no action agaznst the PCF ané the PXLT concerning their
possible affiliation at thls time."

6/ 2s affiliated ccmmittees the PAF znd the PCF are limited to
contributing $5,000 in the aggregate to Citizens for Sarbanes for
the ceneral electicn. 2 U.S.C. § 44lz(2)(5) and 2 U.S.C.

§ ¢cla(a) (2) ().

7/ Audit's acccen ocﬂying memoranéum to thi

s office notes thet
"[tlhouch outcside of the period audited, 2 siwmil

&r problem

"occurreé Guring the 1SE0 election.

: the et
| ot lttiliat;on between the PAF and the 2CF arose. . This o§§§::39"




-4269

8404046

_;;Ld be re‘e'red tc this offxco. ' wet cnly E!VC the Pﬁf!‘ﬂﬂ e
F been on notice since 1979 that the two coinittees may be ¥
viewed as affiliated by the Cemminsion..*"t a Comnission -

cetermination with respect to their affiliatica and- the rur'-

5*; ﬂ¢cnn¢cticn to the Union will serve to ,roviée guiecnct to the rhrﬁ
- ané PCF in future cperations,

With respect to Audit's gquestion concitning the e i
multicandidate status of the PAF, your mexmcranéun states thct it €
is unclear whether a committee which breaks with the connected

cgenization through which it establishes multicaniidate status
maintains thet status if that connecticn is ended." 1It is our
view that the issue of the PAF's connecticn to the Union is
directly tied in with its above relationship (affiliation) with
the PCr. BHence, we recommend that: these issuves be conszderea
jointly in a2 referral to this office.

A final issve raised@ in Auvdit's remecranéum coacerns the

- PRT's repcrteéd purchase of real estate property &s an- investment

on August 18, 1882. ¢/ According to Rudit, the property was not
rented during the perio€ coveredé by the zuéit. ZHowever, the
PAT's counsel stated that the property was rented to a PAF .
consultant for $1,000 2 month during the =caths of June,. July,
ané August 1983. Zudit obtained from the AT &n unexecuted copy
of & lezse that stated that the property wzs to be used by the
tenant s & private domicile and for oo ctiier purpose. Audit's
memorancéum also states thet the property ras teen >ut up for sale
&nd that the BAT 6ié not report the receiz=t of rentazl income on
its 1¢83 Mid-Year Report.

g/ 2véit notes that because the amount in excess of the
contribution limitation is only $200 “'ze matter will not be
tHeluder a8 & £iisgmeinteeiaiELt LERLES TINCE thA -makpsjality
thresholé for excessive contributions has not been exceeded,
unless the Pr "is determined not to be 2 multicandidate
committee."

- 9/ The PAF reported a disbursement of $240,000 ca 2ugust 18,
1682, to Thomes F. O'Callaghan for the "iavestment purchase of
real estate land" ($64,025), a buildirg ($135,975), and furniture
end fixtures ($40,000).
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|y s it '8
view of this office,-the pury B
PAF is not in itselt 'y vxolatian ot thc ast. Int at be

rental of the investment property and the asparent
repbrt rental income occurred outside the scope of th
audit report should not reflect this acti vitv, 11/
because the PAF's 1983 - :epotts do not inéicate tha

nade 2 "contribution” or an “expendituze” since the p:apen
rentdd, it is this office's view that this matter concerning

2 U.S. C § 441b(b) (3) need not be addressed at this time. As to
the PAF's failure to report rental income of $3,000, however. we
recommend that this issue be included in a refezral to this
office separate from the audit report. y

cc: The Comnmission

~
-

o0/ u:suant to 2 U.S.C. § 441b(b) (3) tre seperate segregated
fund of a2 labor crcanization mey not nake 2 ceantribution or
expenditure with moneys cbtaineé in any ccomercial transaction.

11/ 1In the future we ask that Ruéit prec-:ze 2 separate
remcranéum with respect to metters occirzing outside the scope of
the auvdit.
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FEDERAL ELECTION COMMISSIO\'
W Acm\-c'lo\: DC. J0aed

T0: ' CRARLES N. STEELE
GENZRAL COUNSZL

TEROUGE : JOEN C. SURINA
- STAFF DIRS cfg;y(j%ﬁj:// _
FROM: = 303 COSTA P )
SUBJECT: AUDIT OF TEE PENSIONERS ACTION
TOND A83-77

(4

Durinc the zuvéit of the Pensioners xction Tund ("the
Committee"), severzl cuestions recaréingc the neture of the
Committee a2né its activities arcse. The c:estions relate .to the
Committee's connection with the ;n»e:%at;cnal Orcanization of
Masters, Mates ané Pilots, crelifications for =ulti-candicdate
statvs, anc the cenfuct of epperent cemmercial ac.ivzty. A
cenerzl review of the Committee's history, along with 2
ciscussion of ezch of the areas noted zbove fcllows.

The Masters, Maites zné Pilots Pensioners :ction Puné
recisteredé with the U.S. Eouse of Representatives on April 1¢,
1¢73. Cn October 7, 1874, the Commitise znE the Internationezl
C:zcanization of Masters, Mztes anf€ Fiicts ("the Union") executed
an screement &n€ Declaration of Trust tc t:roafen the purposes and
rasis 0f iné Comzittee in créer to fucihe: the political ané
ceneral interests ©f Union pensiorners. Tis Ceomittee was funded

solely by voluntary con»rxbuhxous frcz retireé menbers of the
Uﬂxon.

During 1976, & dispute arose between the Committee and the
Union, znd the Internztionzl Union Pensicn Trust Fund withheld
from the Committee zné cGeposited to an escrow account
contributicns (pension Gecuctions) to tne Committee. i z

On Novenber 19, 1976, the Union recistered e second
committee nzmed the Mesters, Mates ané ilots Political
Contribution Fund ("¥MMP-PCF"). -

=

s
1

1/  rccording to the Committee's counsel the é@ispu ute revolved
around an ztitemp:t by the Union to increase its control over
Committee cecisions. :




e2-

Cn Decenber 14, 1276, the Committes fil,a anended .

tatetent of Orgcanization changing the Comzittee name to the

Pensicners Action Fund, ané listing itself zs 2 membetship A
czgenization, with no coﬁﬂecteé organizaticn,

T™hé Committee sued the Unicn, 2néd rec
funds from the Union by check dated June 2

(3

sives the esc:owcd
2, 1z80.

Accerding to the Coﬂmxttee s counsel, since the éispute, the
Committee has not been affilizted with trhe Union, ané other than
the liticatien ‘uwés, has not received arnv funis through the
Union.

.
-

The 2udit staff's review of Committees seccrts verified the
Committee's cocunsel's steatement, a2nd showef trzt the Committee
has not receivec any contributicns (othe=- :t=an the escrow
transfer) since the aﬁenéea Statement cf C-ca“-zatzon. Since
Decemder of 1976, the Committee's major scurce of funés has been

interest earneé¢ cn sre-recrgenization cont:i:utlons.
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edlished by the
, comnittees : =
ffiliated. '

nion, the

£ the Union and the

2oth the ¥MMP-PCT and the Committees «
Union. 1In accordance with 11 C.F.R. 100.
established by the szme lebor organizat
Eowever, since the Committees dispute w
Pensioners Acticn Tund hes acted indepen
MMP-PCT.
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For Sarbanes. 2/ 12-3CF contrlbuted
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nhe 1¢pC electicn. @
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-$3 OOD to Citizen ! Sarbanes éuring ¢
_50;'¢mbe: 30, 1582 contribuvted $200.00 fc

‘Sarbanes for the generz) election on Ostcter 7, 1%E2.

3-

*ary, and on

the gcneral electihn.5»
-e =enszcne's Action Tund. contributed $8,300 to Catizens Po

"
L)
‘U

The Committee's counsel stated tha:t the Committee iﬂtgnélifo?“*‘
neccme nore active in future elections. : :

oparent Comnercisl Activity

Cn Auvgust 18, 1282, the Commitiee.repsrieé the purchase of
real estate property as an investment. The Reports Analysis
D:vzs1oﬂ contacted the Committee, ané recuireé that the purchase

zice of the troperty be incluéed in caSQ-an—nané.
kccorzéinc to the Committee counsel £c: the menths of June,
July andéd Rucust of 1883, the property was -ented to 2 Comnittee
censultant for $1,000 per month. 2An unexecuted copy of the
iease, provjicded by the Committee, statec that the :ro:er;y was to
e uvsed by ‘the tenant as a przvate doricile, resicence ané for no
ther turpecses. The sroperty hezs been pu* up for seale,

0r

Durinc the periof covered by the.zud ¢, the property was not
rented. A report £ile¢ by the Commitize ccverinc part of the
peciof in which the property wes rented (1/1/83 - 7/30/83) feils
to show the receizt ci rent 21 income.

The affiliation curestion also affects this issue in that 2
U.S.C. £41:(2)(2) (the commercial transzcticn srohibition) would
ceem to be relevent only if the Commitiee is still ccanecteé with
the Union.

The attechel eudit report is bein: Zccwe:séed with no
finéings pencing vour anelvsis of the z-ove issves. 1In adcéitien,
son i li L Elisenfiind lattached fa memeranin ssldringe Lo tbe
affiliation cuestion. The guestion wes =:svicusly forwarced to
the Office of General Counsel as a restlt of the zudit of the
Pensioners Action Tuné conducted in 1¢78. I you have any
cuestions, please ¢o not hesztahe to czil Glen Buco or Russ
Bruner et 523 4155, ‘

3/ This matter would not be-included 2s & finding in the Avdit
report because it 8id not exceed the materiality threshold
for excessive ccntributions unless the ccnnittee is
Getermined rot to be a multicendicdzte

ttechnents &s statec
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fiu:. uarry 801dnan, B iasuter
-fHasters, Mates and Pilots Political

fcnon tcmwssm'ﬁ
_‘ msmnc'rou mc w6 i

Contribution Fund
700 Maritime Boulevard
Linthicum. Maryland 21090

RE: MUR 1652
Dear Mr. Seidman:

On » 1984, the Federal Election Commission determined
that the Masters, Mates and Pilots Political Contribution Fund
and you, as treasurer, have violated 2 U.S.C. § 44la(a) (2)(A), a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is
attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against 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 qguestions, 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.

§ 111.18(4d).

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.




tnv. ,iqation‘eo be uadcfpublic.\

Por your 1n£a:nntion,_wg hlvi dttnchid a bzict dt c:#p@*
the Commission's procedures for handling polsibic_vialationa

-
- of the Act. If you have any gquestions, please contact Anne A.
ﬁweissanborn. the attorney assigned to thin matter, at (202) 523-

'7"1000.
Sincerely,
Enclosures
General Counsel's Factual and Legal Analysis
Procedures

Designation of Counsel Statement

84040464274




~ Pensioners Action Fund
P.O. Box 6120
~ Baltimore, Maryland

834040464275

Mr. Pietro Mazzai, Treasurer

B

MUR 1652

Dear Mr. Mazzai:

On « 1984, the Federal Election Commigsion determined
that the Pensioners Action Fund and you, as treasurer, have
violated 2 U.S.C. § 44la(a) (2) (A), a provision of the Federal
Election Campaign Act of 1971, as amended (“"the Act"). The
General Counsel's factual and legal analysis, which formed a
basis for the Commission's findxng, 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.

§ 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.




procedures £o: hanaunq pouibh 101:'
1 have any’ questions, lcalt contact Anne A.
._:ney assigned to this natt.r. at (202) 523-

Sincerely,

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

GENERAL cnuusn&'ﬁ;?i¢¥ﬂ§5~!ﬂPﬁﬁiﬁiﬁ LYsT

On March 16, 1934; thn-C6hliision tetot:cd_tofthii.?t!iéﬁf': '
certain matters contained in an attachment to the Finjl'hﬁdit :
Report on the Pensioners Action Fund which covered that
committee's activities between January 1, 1981 and December 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, Mates and Pilots ("the IOMMP"™ 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 BASIS AND LEGAL ANALYSIS

A, Affiliation

2 U.S.C. § 44la(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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;pt:lan « + o shall be conlidotcd to have been mado hy a ltf

P po1ie1ea1 committee. . . ." In the pre:ent instance ﬁhe i
‘Ponlionets Action Fund, originally the Masters, Mates aud Pilottﬁ

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

§ 441b(b) (4) (A) (iii) by soliciting pensioners who were not
members of the union,

-

Representatives on April 19, 1973, listing the IOMMP as its
connected organization. The committee was funded only by
voluntary conttibutions 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 Pund
represent and solicit both active seamen and pensioners. On
November 19, 1976, the Masters, Mates and Pilots Politicgl
Contribution Fund registered with the Commission and also listed
the TOMMP as its connected organization.l/ In December of that
same year the Pensioners Action Fund filed an amended Statement
of Organization changing iés name and listing itself as a
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
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‘Vjocu:o release of these funds. On June 24. 1980, the plzei:s 5k
"cntored into a joint stipulation in which they aqteod that thc |
o escrowed funds plus interest, totaling $219, 392. 58, would be pnid

~ over to the Pensioners Action Fund and that upon teceipt.ot 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
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. § 44la(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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‘ Un1on in 1976 severed both that connection and .1.9“*
 :3££11£at1on with the Union's second separate l!qt.g‘t

i

-‘-

In 1978 the Commission addressed this issue in uun 41‘-n1th
tegard to the National Republican Senatorial Committee (‘IIQC')
and the Republican Congressional Boosters Club ('Boo.tprn,CIHhﬁ).

‘These Committees had acknowledged affiliation with each other :

from 1972 until March, 1976, when the Boosters Club anenatd its
statement of organization to terminate its affiliation with the
NRSC. This Office, in its General Counsel's Report of

February 14, 1978, stated its opinion that, once affiliated,
political committees cannot terminate their aftiliatlon; The
Commission, however, failed to pass a motion finding a violation
of 2 U.S.C. § 44la(a)(2)(A) because of affiliation and the file
in this matter was closed.2/

In early 1979, in MUR 459, the Commission had before it the
issue of the effective affiliation date of the North Carolina
Congressional Club ("NCCC") 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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»T f£t u;a ohangtnq its statul f:on that of a ainqlo c.ndid;tg e
.connittee to that of a multicandidate committee. Apgazently thn

-5~

validity of such dlsaftiliatlon from the Helms committee was
never questipned.

The present instance is the first time the Commission has .
addressed the issue of the disaffiliation of separate seéregated
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 common
establishment is involved as it is with the Pensioners Action
Fund and the Political Contribution Fund. As noted above,

2 U.8.C. § 44la(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 "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 $5,000.3/ Following disposal of its remaining funds

3/ See discussion of multicandidate status in Section B below.
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'f{ﬁth. Ponsionn:l Action rund could then terminato. lcnving thu

camnittce to operate as a nulticandidate commi ttee with no
‘1ecnnected organization and no attiliated committee with which 1t
shared contribution limitations.

In 1982, both the Pensioners Action Fund and the Political
AConttibution Fund made contributions to Citizens for Sarbanes for
thé general election campaign in the amounts respectively of
$5,000 and $200. Given their affiliated status, these committees
have thus violated 2 U.S5.C. § 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. § 44la(a)(2)(A).
B. Multicandidate Status

2 U.S.C. § 44la(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
contributions from more than 50 persons, and which, except for

State political party organizations, has made contributions to

834040464282

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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Whether or not the Pensioners Action Fund retains luit!ﬁ];ygsm'"

' candidate status in its own right, its contihuing uttiltati@n‘ff'

with the Political Contribution Fund, also a nulticandldatd

‘committee, would permit the Action Fund to avail itself of thiv

status of its affiliate. See AO 1980-40.

C. Income From Lease of Rental Ptoggttx
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 durind 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, thej show payments to
the person named in the unexecuted copy of the lease for "upkeep
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.
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3% Quuticms aho atin as to ‘mﬂ:bu thc Nnuonon Aeg
rund's leasing or eventual sale of les real estate p:ogt:;_{f
place it in violation of 2 U.5.C. § 441b(b)(3) (A) or of 2 U.8.C.
§ 44la(f).4/ 2 U.5.C. § 441b(b)(3)(A) prohibits separate G
segregated funds from making contributions or expenaituzcs ‘hy
moneys obtained in any commercial transaction." Yet 1l C.F.R.

§ 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 same
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 guestion, 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.
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Qucstions also arise as to whether the Puntlono:s Aotton_,f,,‘
Fund's leasing or eventual sale of its real estate propczty vuuld“

~ place it in violation of 2 U.S.C. § 441b(b) (3) (A) or of 2 ch.c._

§ 44la(f).4/ 2 U.5.C. § 441b(b) (3) (A) prohibits separate
segregated funds from making contributions or expenditures "by
moneys obtained in any commercial transaction." Yet 1; C.F.R.

§ 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 same
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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JITtTcal Contribution ¥und

On March 16, 1984, the ”Couiiuqio&:-:déitﬁcd to ‘tﬁ-t_‘s‘_dtt’ici
certain matters contained in an attich-eﬁt to the Final Audit
Report on the Pensioners Action Fund uhiehAeoverod that
committee's activities between January 1, 1981 and December 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, Mates and Pilots ("the IOMMP" 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 Decembét, 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.

FACTUAL BASIS AND LEGAL ANALYSIS
A, Affiliation

2 U.S.C. § 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



Rl , | -2~ e
 fQ iuxion . . . shall be considered to have bocn\uado by l liacl

¢ political committee. . . . In the present tnlbqnco the T
. pensioners Action Fund, originally the Masters, Mates and ﬂilots,

Pensioners Action Fund, was registered with the U.S. House of E”L ;Jﬁl
Representatives on April 19, 1973, listing the JOMMP as its il
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 IOMMP as its connected organization.l/ 1In

287

December of that same year the Pensioners Action Fund filed an

4
b |

amended Statement of Organization changing its name and listing
itself as ‘a membership organization with no reported connected
organization. '

In February and Aptil,'l976, the pension fund administrators
in New York and California ceased transferring funds collected

from pensioners to the Pensioners Action Fund. These funds were

8404046

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 Commission’'s
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.
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_nocuxo releate of these funds. On June 24, 1980, “the pl:tl i
Sl entered into a joint stipulation in which they agreed that th.
. fotetomud funds plus interest, totaling $219, 392 58, would he p.id-‘

;”f-ovct to the Pensioners Action Fund and that upon 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 beén financed

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

1288

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

8404046

affiliated, they have violated 2 U.S.C. § 44la(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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& i;.-fw'nmu- in 1976 severed both that connection ‘ana also auy
:haaxtiliation with the Union's second l.plllt. lng:cqatoa £u

and the Republican Congressional Boosters Club ("Boosters c:.ub') o
These Committees had acknowledged affiliation with each other

In 1978 the Comnission addressed this issue in uua 414 wlth
regard to the National Republican Senatorial Cannittoo (fllﬂC!!-

from 1972 until March, 1976, when the Boosters Club amended its
statement of organization to terminate its affiliation with the
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. § 44la(a) (2) (A) because of affiliation and the file
in this matter was closed.2/

In early 1979, in MUR 459, the Commission had before it the
issue of the effective affiliation date of the North Carolina
Congressional Club ("NCCC") 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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it was changing its status from that of a single candidate .

conmiétét to that of a multicandidate committee. 5@p§tcnt1ycho-_

validity of such disaffiliation from the Helms committee was N
never questioned.

The pfolent 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
MUR 414, namely, that once committees are affiliated they cannot
terminate this affiliation. This is especially valid when common
establishment is involved as it is with the Pensioners Action
Fund and the Political Contribution Fund. As noted above,

2 U.S.C. § 44la(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 "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 $5,000.3/ Following disposal of its remaining funds

3/ See discussion of multicandidate status in Section B below.
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tm nmionou Action l'und could tmn temlnate. luvim 't.hi
r:connittec to opetate as a multicandidate committee with no

connocted otganization and no affiliated committee with vhich lt

: lhated contribution 1im1tations.

- 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 committees
have thus violated 2 U.S.C. § 44la(a)(2) (A) by exceeding the
$5,000 limit for multicandidate committees. This Office
P omnanis thathtne’Cohmizsicny I Thakon] ks believe that the
Pensioners Action Fund and the Masters, Mates and Pilots
Political Action Fund have violated 2 U.S.C. § 44la(a)(2) (A).

B. Multicandidate Status

2 U.S.C., § 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
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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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

T0: Office of the Commission Secretary

FROM: Office of General Co_unselw
DATE: March 29, 1984
sms MUR 1652 - Memorandum to The Commission:

™ The attached is submitted as an Agenda document
o
for the Commission Meeting of
N ]
< Open Session
< Closed Session
o
= CIRCULATIONS DISTRIBUTION
« 48 Hour Tally Vote [ ] Compliance ' x)
Sensitive [ ]
f) Non-Sensitive [ ] At_:dit Matters [ )
vy 24 Hour No Objection [ ] Litigation ()
Sensitive [ ]
= Non-Sensitive [ ] Closed MUR Letters {1
Information ). @ Status Sheets [ )
Sensitive x)
Non-Sensitive [ ] Advisory Opinions {1
Other (see distribution
Other [ ] below)
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CFFICE.
e o | CCMMISSION SECRETARY
' FEDERAL ELECTION COMMISSION At e
'WASHINGTON, D.C. 20463 N

BIMARQY AQ:

March 28, 1984

: The Commission

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counse

SUBJECT: 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



~ BEFORE THE FEDERAL ELECTION COMMISST
' In the Mateer of coe

 pinal Audit Report on the
Pensioners Action Fund

A83-77

el W Y N

CERTIFICATION

‘I, Marjorie w.}nmmons, Secretary of the !bdttnl'_
zleciion Commission, do hereby certify that on March 16.'

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

W the Pensioners Action Fund
- as attached to the Audit
o Division's March 12, 1984
‘ o~ Memorandum to the Commissioners.
- 2. Refer the matters contained in
Attachment 2 of the Final Audit
- O Report to the Office of General
< Counsel for further consideration.
(o] . :
Commissioners Aikens, Elliott, McGarry and Reiche voted
v .
o affirmatively in this matter; Commissioners Harris and
e McDonald did not cast a vote.
= .
Attest:
-1 -2
Date Marjorie W. Emmons

Secretary of the Commission
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 TR R

A83-77
March @, 1984

, :
TO: CHARLES N. STEELE
GENERAL COUNEEL
THROUGH : JOHN C. SURI
STAFF DIRE
PROM: BOB COSTA
SUBJECT: FINAL AUDIT REPORT ON THE PENSIONERS
ACTION FUND

On March 16, 1984, the Commission approved the final audit
report (see Attachment I) of the above named committee. 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
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FEDERAL ELECTION COMMISSIOV
WASHINGTON, D.C. 20463

A83-77

REPORT OF THE AUDIT DIVISION
ON

THE PENSIONERS ACTION FUND

j 9 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 committee 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 reguirements for substantial compliance with the Act.

The Committee registered with the U.S. Bouse of
Representatives on April 19, 1973, as ths Masters, Mates and
Pilots Pensioners Action Fund reporting the International
Organization of 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 the period January 1, 1981 through
December 31, 1882. 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 availzble to the Commissioners
and appropriate staff for review.




(- o]
o
™
<
«
<«
o
<
o
<
o

T~ B B e S i i e
Cha v T R R s i o Tl R s e [0 iy
AR S e T ; 5 i 3 - ; Ee

B. Key Personnel

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

C5 Scope

The audit included such tests as verification of total
reported receipts and disbursements and individual transactions;
review of required supporting documentation; analysis of debts
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 General Counsel on March 16, 1984.
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- \.FEDERAL ELECTIQN coxwwssnow
wasmncron D.C. 20463

March 8, 1984;

'MEMORANDUM TO: Robert J. Costa o

Assistant Staff Director
- Audit Division
THROUGH : John C. Surina

Staff Director

FROM: Charles N. Steel% .

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 ccmrents.

The Audit Division has raised the cuestion of whether the
Pensioners Action Fund ("PAF") is "affiliz:ted" (11 C.F.R. § 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 Pilcts ("Union") in April 1973,
and the PCF was established by the Unica in November 1976. 1/

1/ Following a dispute between the Union and the PAF during
1976, the International Union Pension Trust Fund withheld
contributions (pension deductions) to the 2AF. (See MUR 773
which was generated by an audit of the PAF pursuant to former

2 U.S.C. § 438(a)(8).) 1In April 1977 the PAF 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. § 441b(a) could occur when and if the withheld PAF funds
were eventually transferred to the PAP ard used in federal
elections, the Commission determined on March 9, 1979, to have
the auditors request that the Pension fund acdministrator
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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©  Pursuant to 11 C,F.R. § 100.5(g) (2), all ccmmittees (including a -
. separate segregated fund) established, financed, maintained, or
controlled by the same corporation, labor crganization, person,
or group of persons including any parent, subsidiary, branch,
division, department, or local unit thereof, are affiliated.
Furthermore, as set forth at 2 U.S.C. § 44la(a)(5), all
contributions made by political committees established or
financed or maintained or controlled by any corporation, labor
organization, 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 considerec to have been made by a
single political comnittee.

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."” This office's review of the
amendment, which asks that only changes in previous statements be
provided, reveals that the PAF provides no information concerning
its connected organization other than that its connected
organization is a membership organization. 2/ Audit's memorandum
also states that according to counsel for the PAF, the PAF 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 PAF has verified that the PAF hes ncst received any
contributions through the Union since Lecexber 19276 and that
since December 1976, the PAF's major scurcz of funds has been
interest earned on pre-reorganization cont:-ibutions. 3/

1300

1/ (continued)

the funds nad been in a separate, segregetzd &
January 1979. On August 16, 1979, the Ccrrmissicn determined to
take no further acticn against the PAF anc the Pension Fund
concerning any past commingling of pension funés and PAF
authorized funds. O©On June 26, 1980, the Pznsion Trust Fund
turned over to the PAF the withheld cortritutions plus the
interest thereon ($219,392.58).

ccount since

8404046

2/ Accordingly, it is the view of this cffice that the phrase
"... and deleting the Masters, Mates and Filots 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 membesrship erganization,
there is no information which indicates the icentity or existence
of the organization.
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1 ”0£ atfiliation between the PAF and the PCF arose. This office
‘advised the Commission that in light of the facts of the matter

3 -

‘In the coutSe of MUR 773 (see footnote 1 supra) the question7 

it agpeared that the PAF and the PCF are "affiliated” by virtue
of their respective establishment by a ccm=on connected
organization, the Union. (See General Counsel's Report, Part A,
March 1, 1979.) 4/ However, since at that time the PAF and the
PCF had not contributed, in the aggregzte, 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. § 44la(a)(2)(A). S/

Because the instant audit of the PAF revealed that the PAF
contributed $5,000 to Citizens for Sarbanes for the 1982 general i
election and that the PCF contributed $200 to the same committee H
for the same election, the Audit Division again raises the issue i
of affiliation between the two committees. 6/ 1In view of the
facts that the contribution limitations have now been exceeded 7/
and that the PAF apparently intends to become more active in
future elections according to Audit, we believe that this issue

~
=

4/ The General Counsel's Report in KUR 773 reasoned that both
the PAF and the PCF were established by the Union and that the
solicitation of contributions to the PiF =“d the PCF were made
under the Union letterhead and signed ty the Unicn President.

The General Counsel recocnized that ths P22 claimed in the then
pending lawsuit to be completely separzte from the Union, but
argued that the PAF never amended its Stztsment of Organization
to reflect that it was no longer connected to the Union. The
General Counsel further arcued that alzhouch the PAF relied, as

evidence of its 1ndependence, on the fzct that none of the
present officers of the PAF were officsrs of the Union, non-
comnonalty of officers is not a determinative factor in deciding
whether the organizations are affiliated.

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

6/ As affiliated committees the PAF znd the PCF are limited to
contributing $5,000 in the aggregate to Citizens for Sarbanes for
the general election. 2 U.S.C. § 44lz(a)(5) and 2 U.S.C.

§ 44la(a) (2) (A).

7/ Audit's accompanying memorandum to this office notes that
"[t]lhough outside of the period audited, a similar problem
occurred during the 1980 election.
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v_';s-Quld be referred to this office

~  BCF been on notice since 1979 tha
viewed as affiliated by the Commiss ‘
‘datermination with respect to their aftxl!aticn

‘multicandidate status of the PAF, your memorandum states that “1& 

connection to the Union will serve to provide guidanae
and PCF in future operations.

With respect to Audit's question concerning the

is unclear whether a committee which brezks with the connacted ;
organization through which it establishes rulticandidate status
maintains that status if that connection is ended.™ It is our
view that the issue of the PAF's connection to the Union is
directly tied in with its above relatxonshvp (affiliation) with
the PCF. Hence, we recommend that these issues be consxdeted
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 an investment
on August 18, 1982. 9/ According to Audit, the property was not
rented durlng the period covered by the zudit. However, the
PAF's counsel stated that the property was rented to a PAF
consultant for $1,000 a month during the mcnths of June,. July,
and August 1983. Audit obtained from the PAF 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.

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 regort since the materiality
threshold for excessive contributions has not been exceeded,
unless the PAF "is determined not to be a2 multicandidate
committee."

9/ The PAF reported a disbursement of $240,000 on August 18,
1982, to Thomas F. 0O'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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"-“au it report should not reflect this a

e rental 1neome occu:red outside

Y. oreover
because the PAF's 1983 reports do not indicate that the Pi il
made a "contribution” or an "expenditure®™ since the property was
rent&d, it is this office's view that this matter concerning
2 U.S. C. § 441b(b) (3) need not be addressed at this time. As to
the PAF's failure to report rental income of $3,000, however, we
recommend that this issue be included in a referral to this
office separate from the audit report. :

cc: The Commission

e

—

10/ Pursuant to 2 U.S.C. § 441b(b) (3) the separate segregated
fund of a labor organization may not mzke z contribution or
expenditure with moneys obtained in any cozmercial transaction.

1ll/ 1In the future we ask that Audit precare a separate
memorandum with respect to matters occurring outside the scope of
the audit.
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CHARLES N. STEELE

: GENERAL COUNSEL

THROUGH: JOHN C. SURINA

STAFF DIRECTOR

FROM: BOB COSTA

SUBJECT: AUDIT OF THE PENSIONERS ACTION
FUND AB83-77

During the audit of the Pensioners Action Fund ("the
Committee"), several guestions regarding the nature of the
Committee and its activities arose. The questions relate to the
Committee's connection with the Internaticzal Organization of
Masters, Mates and Pilots, qualifications for amulti-candidate
status, and the conduct of aopatent cozmmercial activity. A
general review of the Committee's history, along with a
discussion of each of the areas noted zbove follows.

The Masters, Mates and Pilots Pensionrers Action Fund
registered with the U.S. House of Represeniatives on April 19,
1973. C©Cn October 7, 1974, the Committee zné the International
Organization of Masters, Mates and Pilots ("the Union") executed
an Agreement and Declaration of Trust to broaden the purposes and
basis of the Committee in order to further the political and
general interestis of Union pensioners. Ths Ccamittee was funded
solely by voluntary contributions from retireé members of the
Union.

34040464304

During 1976, a dispute arose between the Committee and the
Union, and the Internztional Union Pension Trust Fund withheld
from the Committee and deposited to an escrow account
contributions (pension deductions) to the Committee. l

On November 19, 1976, the Union registered a second
committee named the Masters, Mates and Pilots Political
Contribution Fund ("MMP-PCF").

1/ According to the Committee's counsel the dispute revolved
around an attempt by the Union to increase its control over
Committee dec151ons




: Oon December 14, 1976, the Committee Ziled an amended
Statement of Organization changing the Comuxttee name to the
Pensioners Action Fund, and listing itself as a membetship
‘o:ganizatlon, with no connected organizaticn.

o

The Committee sued the Union, and reczived the escrowed
funds from the Union by check dated June 2%, 1980. :

According to the Commzttee s counsel, since the dispute, the,'
Conmittee has not been affiliated with the Union, and other than
the litigation funds, has not received ary funds through the
Union. :

The Audit staff's review of Committee reports verified the
Committee's counsel's statement, and showec that the Committee
has not received any contributions (other :han the escrow
transfer) since the amended Statement of C:carization. Since
December of 1976, the Committee's major scirce of funds has been
interest earned on pre-reorganization contributions.

B Multi-Candidate Status
i The Masters, Mates and Pilots Pensionz2rs Action Fund is a
N ) gualified multi-candidate committee. Zowever, it is unclear
whether a2 committee which breaks with the ccnnected organization
~ through which it esteblished multi-candidz:te status meintains
<° that status if that connection is ended. In & sense, the
reorganization of the Committee can be s=en as a termination of
< one form cf committee, and the subseguent Zormation of a
Gifferent type of committee. 1In this cese, the Committee
o continued to operate as a multi-candicates committee, making
<T contributions up to the $5,000 limit to candicate committees.
C Since the reorganization, the Comanitize hes supported only 4 i
< federzl cancdidates, and would not cualifv zs & multi-candidate o
committee. During the period of audit, tx:z Ccmmittee contributed o
e $5,000 to Citizens For Sarbanes on October 7, 1982. £

Affiliztion

Both the MMP-PCF and the Committee were established by the
Union. In &ccordance with 11 C.F.R. 100 3(c) (2), committees
established by the same labor organization are affiliated.
However, since the Committees dispute with the Union, the
Pensioners Action Fund has acted indepencdent cf the Union and the
MMP-PCF.

In 1982, the Committee and the MMP-2CF both gave
contributions to Citizens For Sarbanes. 2/ MMP-PCF contrlbuted

2/ Though outside of the audit pericd, & sinilar problenm
occurred cduring the 1980 electicen.
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boo to Cit;zens For Sarbanes duxxng the p:inary, aud on

September 30, 1982 contributed $200.00 for the general elect o

- The pensioners Action Pund contributed $5,000 to Citizens Por
_ Sarbanes for the general election on October 7, 1982. 3/ -

The Committee's counsel stated tha:t the Committee Lntendéftb

. become more active in future elections.

Apparent Commercial Activity

On August 18, 1982, the Committee reparted the purchase of
real estate property as an investment. Ths Repdorts Analysis
Division contacted the Committee, and recuirec¢ that the purchase
price of the property be included in cash-on-hand.

According to the Committee counsel £c: the months of June,
July and August of 1983, the property was rented to a Committee
consultant for $1,000 per month. An unexecuted copy of the
lease, provided by the Committee, stated that the property was to
be used by the tenant as a private domicile, rzsicence and for no
other purposes. The property has been put up for sale.

During the period covered by the aucdi:i, the property was not
rented. A report filed by the Committese covering part of the
period in which the property was rented (1/1/€3 - 7/30/83) fails
to show the receipt of rentzl income.

The affiliation guestion also affects thi
U.S.C. 441b(b) (3) (the commercial transacition
seem to be relevant only if the Commit:iee is
the Union.

e issue in that 2
rohibition) would
£i111 connected with

n'ey »

Tne attacheé audit report is being £crwa:zded with no
findings pencding vour analysis of the zbovz issues. 1In addition,
vou will also find attacheé a memorandum -elating to the
affiliation cuestion. The guestion was oravicusly forwarded to
the Office of General Counsel as a resutlt of the audit of the
Pensioners Action Fund conducted in 1978. If you have any
cuestions, please do not hesitate to call Glean Buco or Russ
Bruner at 523-4155.

3/ This matter would not be included as & 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 multicandidztie committee.

Attachments as stated
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DERAL ELECTICN COMMISSION
WASHINGTON, D.C. 20463

T0: ROBERT J. COSTA 4«0)

“PROM: MARJORIE W. EMMONS/JODY C. RANSOM zﬁi/ﬁ;
DATE: MARCH 16, 1984
SUBJECT: 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 comments regarding the above-captioned matter.

j/cc: General Counsel Steele
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el ¢ “Attanhcd for your approval 1s~thc snbj‘c: augit;ggporg,

-*fattlchuent 3 cnntains our meno:andu- tO«Céﬂﬂﬂslama %3 aqi

'Attachments as stated

I Fnemrine:

THE COMMISSIONERY:

- JOHN C. SURINA
Sﬂﬂ DIRECTQS

805 COS'I'A

(Attachment 1).  Attachment 2 contains: the Counse alyaiih
matters noted during the audit. - Counlel,xecople thatnthesnt
matters :be referred for further consideration,._ gingllfi;i:a 2

wemd e

rhts final :eport is being cizculated to the Conaiasion far
a tally vote. If an objection is received, I recommend’ that ‘the
matter be placed on the next :egula:ly schedulad“kxecuxiye

s.so&on agenda.

G ;z»- @

If you have any questions, please contact Rusl Btungr at
523—4155. Sl




Féétw. ELECTION commssuon
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A. 0vezview

This report is based: dn tﬁ audit:ofithe Pensioneng\-g v
Action Fund ("the Committee'),fﬁnﬂettaken by:the Audit Division ..
of the Federal Election Commission in accordance with the
Commission's audit policy-to. & ine whather: there has beem: =
compliance with the provisions'of the Federal Election Campaign
Act of 1971, as amended-{("the Act"). "The' ai8it: was condurted::
pursuant to Section 438 (b) ofiTitle 2 of the'United States Code
which states, in part, that the Commission may conduct audits and
field ‘fnvestigations of any pelitical committes regquired to file
& teport ‘ander“section’ 434 of this" titlel - Prior to:
any audit yndef“this section;- the: Commission shall pexfomm
internal review of”’ tepotts filed: by Belevted committees :to::::
determine if the treports Eiled by’ t"pauticullr‘cumnitteovnnet~the
‘threshold requ;rements for substantial compllance wzth the Act.

.......

.....

The Committee reglstered—with the~0.s. Bouse oﬁ
_Representatives on April 19, 1973, as the Masters, Mates and
Pilots Pensioners Action Pund reéporting the Internationdl
“Organxzation ‘of Masters, Mates and Pilots &as its connected-
organization. On December 14, 1976; the Committee amended: ies
Statement of Organization changxng its name to the Peéensioners:
Action Fund. The Committee malntains its headquarters in
Baltimore, Maryland. , g

840404643009

S o

The audit covered the period January 1, 1981 th:ough
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. 1353

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. a

LB e e s g~ —————_ g s - —
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Key Persgnnei

reportod receipts. and disbu:sennntp;nmwblndﬁv dunl transactions
review of required supporting documentation; analysis: of debts’
and obligations and such. otbe:aaudtt pxoeedures as deeneﬂaaﬁpggmm.

II. Matters Referred o ggg 0f£§ce gf Genegal Counse

Matters noted during the audit were refe:red to the Office
of General Counsel on _- - - s £ SR

o

e

.
c

e |
o

<

o
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' these documents, we make the followxng comments. 'L.N

PP 3w

des o
3 ﬁv-ﬁ:%_y",. :;,*u..a

"‘f - Jobi G Surina % '.;," ;
. Staff Director . 3uiuu: s

' Charles N. Steely

: ﬁé»_‘ceneral COunsel e

SUBJECT: - - * Report of ‘the Audit omtssou oum:»
Pensioners Action Eund = g

The Office of General Counsel has review;d the Rébort‘of th§ 1' L
Audit Division on the Pensioners Action Fund and the accompanying
memorandum addressed to this office. Based upon our teview of

The Audxt vaisxon has raised the auestion of whethet the
Pensioners Action Fund ("PAF") is naffiliated” (11 C.F.R. § 100.5
(g) (2)) with the Masters, Mates and Pilots Political Contribution
Fund ("PCF"). The PAF was established by the International
Orcanization of Masters, Mates and Pilots ("Union") in April 1973,

and the PCF was established by the Union in November 1976. 1/

l/ Following a dispute between the Union and the PAF 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. § 438(a)(8).) In April 1977 the PAF filed a lawsuit 7
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. § 441b(a) could occur when and if the withheld PAF funds

were eventually transferred to the PAP and used in federal

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

t:he 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)



Pursuant to 11 C.P.R. § 100.5(g) (2), all committees (including a
",‘/4‘ li@ncggxggvtnad) Glga:%LShog;bgﬁﬁaﬁeedﬁ“nttntlﬁncﬁ.,,a-
. controw. ¢ ‘sane ‘corporation; - orgariiZation; ‘fefson,

_ .g;;;rwp “of sons ‘including‘any parent; mlmtdu:@ b aniel §
| ‘fon ; aEpat tne Or “local“unit theredf, ~sre: aﬂﬂib&aﬂd
;ru:thc:mﬁ s set forth at 2 U 8:C:: §:4dla(a)(9),: :alk;aiad
ttcutﬁa“ ‘by: “poxittcal: Sommi teumstabn:bcd*o

M4 :of ‘datnitained oz controlled bysanyc-torporatien,

ﬁhﬂﬁ&t&n “6f angTotheripersonyiincluding.any: ‘paren
sididry; Bunch, ‘division} racﬁaunene;‘.ovlocu unifoo -
qo:petumn?“ubo: organnauon, or., #ag" oué:qpcznon,pbtab; 'ahy
gré@p of-such persons; shall’ de- cousidcnd to’ have: beehimaleiby
“ain political comnittee. SEEURE TR (S fRiadad Q?w‘ £3
b o 5 ,gmzt o ,,‘;m. 5% e

'!he Audit Division's menonndum contains* the infomuon rec
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." This office‘'s review of-the "7
amgifiment,  which asks that .only changes: in: previous statements:be -
‘provided;, reveals that the PAF provides no' information: concgtn1n9~w
its connected organization other than that its conhected : . :: %#%
organization is a membership organization. 2/ Audit® s.memo:andnmA}
also states that according to counsel for the PAF, the PAF has .
not been affiliated with the Union since the dispute and has not . :
regeived any funds through the Union other than those described
in footnote 1 supra. The auditor's review of the reports filed”
by the PAF has verified that the PAF has not received any = .
contributions through the Union since December 1976 and: that s:
since December 1976, the PAF's major source of funds has beens
interest earned on pte-reozganzzation contrxbutzons. 3/ EX

sn{-m

2

it
it

1/ (continued) )y
the funds had been in a separate, segregated account slnce-,;p;
January 1979. On August 16, 1979, the Commission determined to
{ake no further action aga;nst the PAF and the Pension Fund :
concerning any past commingling of pension funds and PAF - o
authorized funds. On June 26, 1980, the Pension Trust. Fund:a:
turned over to the PAF the withheld contributions plus the
interest thereon ($219,392.58). , 4 A

8404048 43|

" =

3‘2/ Accordingly, it is the view of this office that the phtase Pl
... 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 repo:t. g 3 .:n;;
3/ Although the PAF's amended Statement of Orgarxzatlon states

that its connected organization is a membership ercanization,
there is no information which indicates the identity or esttence
of the organization.

La g
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deened affiliated for purposes of the’ cont:ibution lin tatio Q:,'

~for the same election, the Auvdit Division again raises the: 1:;&3-

‘facts that the contribution limitations have now been exceeécd

.the PAP and the PCF were established by the Union and that the

15 In eho course etumun zzz £ogtnohe“ :;gnggr :
of Muvnf:ton between the: .!M: :the -PCP -R20SeQ ! rm af
advigsed -the Comnission tbat.in lﬁght .of : the facts of &
it appeared that:the PAF-and the PCP-are- taffilisvedy:
of their reéspective establishment by:a comnon. eenngct.q =
organization;:the:Union::- (See-General :Counsel s Report
MazchisI, ,2979:):4/-Hovever; Bince:atothat time:the:PAB.an
PCF had not*centgibueed*ﬂin‘the»aqg!eqatljrmOtc than-$5;
federal:-election campaign;:the:-Comnission.determined to;
agditors:inform: the:PAF; PCF,:end-the Union:that they, %ggﬁgg

2 U s c' s 4‘1&(&) (2) (A)O —/ '»«-— * Fepd hJ S n “t » LT vl’w )t o ..’.

Because the instant audit,of the PAFa:evealed that thc Parc
contributed $5,000 to Citizens for Sarbanes for the 1982 general
election and that the PCF contributed $200 to the same committee ::

of affiliation between the twc committees. 6/ In view of: the:-:

and that the PAF apparently intends to become more active. in4;uf

v~

future elections according to Audit, we believe that thlswxssggg,_
=l ‘ s =adssn ozll

i

4/ The General Counsel's Report in’ HUR 773 reasoned that both

solicitation of contributions to the PAF and the PCF were made -
under the Union letterhead and signed by the Union P:esxdent.w
The General Counsel recognized that the PAT claimed in the then
pending lawsuit to be completely separazte from the Union, but
argued that the PAF never amended its Statement of Organization
to reflect that it was no longer connected to the Union. The -
General Counsel further argued that although the PAF relied, as
evidence of its independence, on the fact that none of the
present officers of the PAF were officers of the Unxon, non- .
commonalty of officers is not a determinative factor in decxdxng
whether the organizations are affiliated.

5/ Subsequently, on August 16, 1979, the Commission determxnéd
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
cont:xbuting $5,000 in the aggregate to Citizens for Sarbanes for
the general electlon. 2 U.S.C. § 44la(a)(5) and 2 U.S.C.

§ 44la(a) (2) (A). o

2/ Audit's accompanying memorandum to this office notes that
"[tlhough outside of the period audxted, 2 similar problem
occurred during the 1980 election."”



431 4

84040 4%

and PCPiin: ﬁitnte~09|tationmz

S 6 3'-?& 5 Jon 2 oy

shaml m :wueud

eonncecﬁod e the ‘Union. 'dllbﬂﬁry’

q‘a,ﬁg,hﬁ edd 1o egany aﬂ%«
with

is aamukumr a cdmit:tat wh&ch brea s, with 't
organization:through which it establishes sulti

maintains that status if that connection: s
vieW’ that the’ issue of ‘the PAF's connection.to:the,
directly’ tied ‘in with its above ‘relationship - (agfiliation] v
the PCF. Hence, we recommend ‘that ‘these. issues .be cons 2
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 an 1nvestmgnt "
on August 18, 1982. 9/ According to Audit, the ptope:ty -Was. not*_
rented duting the period covered by the audit. However, the -
PAF's counsel stated that the property was rented to a PAF
consultant for $1,000 a month during the months of JuneyJuly;
and August 1983. Audit obtained from the PAF 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. . Audlt' e
memorandum also states that the property has been put up for” sale
and that the PAF did not report the :eceipt of tental incomg on
its 1983 Mid-Year Report. g

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,
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. 0O'Callaghan for the "investment purchase of
real estate land" ($64,025), a building ($135,975), and furniture
and fixtures ($40,000).

0 {
1
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By ,Erom_the into:ma;ion g:ovided bz Audit it does not app
., that @ violdtion’ bg 1 § 4410303 19) 2107 oeceered Jdur.
7 period ind‘iiidi,\ﬂ tﬁéeét terithas: aviiﬁuun coperty; ass\
the PAF. i hb;é;:&ntgg h: e at:az mp ‘:jtﬁtﬁ u:;:::au ﬁu
ce chéasé- of- redl’ esgate g 3 .
Pk;! is° nit gn Tteel £ o> violation %ﬁﬂmm.ﬂotwuarg:{hgh
' - rental of the investment property and antafailbrﬁm
report rental 1ncou;c -occurred outsid the s he

'- augit Feport

-
b -

LR
‘ il
& turs™ uma thmpcmgy,g”’
:-vtow thaet this matter concerping:

) e ‘wddressed at:this: time. :AS; £07
the PAF's failure to! repott ‘rental :ificdne of %3 000,; however;- we.
recommeénd ‘that this- issue beé included:in a reﬁerul to: thisu,
office separate from the audit :dpott.»wm..._* anasE %

cc: The Commission Fioes 20 oaThIonud i
10/ Putsuant to 2 U.S.C. § 441b(b) (3) the sgpaxate sogreqated ,,,,, o
fund of a labor organization may not make-a contribution.or.; . ..

expendi.tu:e with moneys obtained m any commercial - t:mactiou.wf :

q ,rf‘ .
BHEAg S .u..r-a preo T s e L ¥
= FESR e T

11/ In the future we ask that Audxt prepafs a sepa:atc PETE
memorandum with respect to matters occurring outside the: scope o£
the audit.

™
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'AUDIT OP THE PENSIONBRS ACTION
FUND AB3-77

During the audit of the Pensioners’ Action Fund” I‘the -------
Committee”), several guestions 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. multx—canﬁxdate
status, ‘and the conduct of apparent commerczaleactivity.
general ‘review of ‘the Committee's .history, along with & -
discussion of each cf tbe areas noted above follows:“’

_— E

'The Mesters, Hates and leots Penszone:s Action“rund :
registeéred with the U.S. House of Representatives on April 19, - -
1973. Cn October 7, 1974, the Committee and the International ™ i,
Organization of Masters, Mates and Pilots ("the Union") executed
an Agreement and Declaration of Trust to broaden the purposes and
basis of the Committee in order to further the. polit1cal ‘and"
general interests of Union pensioners. The Committee was Eunded
solely by voluntary contributions from retired members of the-

Union. - A

-3

-During 1976, a dispute arose between the Commxttee and the
Union, and the International Union Pension Trust Fund withheld
from the Committee and deposited to an escrow account,. . & - R
cont:xbutzons (pension deductions) to the Commxttee. Hptiose: AR

On November 19, 1976, the Union registered a second
committee named the Masters, Mates and Pilots Polxtxcal
Contribution Fund ("MMP-PCF"). et

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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On December 14, 1976, the Committee filed an amende
Statement of Organization changing the 'Comzittee name to

Pensioners Action Fund, and! listangj&t;elt'aguea 3
organization, with no. connected organiag; gn:

The Commtttee sued the Union, and :eceiv&d the scf '
tunds £:om tbe Union by check aated June 26,
¢ e e ‘-'"mrig;‘;\; ‘3;="s “
: Acco:ding to the Committee's counsel,;
Committee has not been affiliated with
the litigation funds, has not :eeei_
Union.

The Audit sthff's review of Comittee :epbrts ve:ifﬁq& gbey;~f%
Committee's counsel's statement, and”g§howeé that :the Committee =~
has not received any contributions' (other than the escrow :
transfer) since the amended Statement of Organization. Since-
December of 1976, the Committee's major source of funds has been .
interest earned on pre-reotganizetion contrxbutions. L o (o gl

Multx-Candxdate Status

The Masters, Mates and Pilots Pensxon-rs Actzon Pund is. a.
qualified multi-candidate committee. Eowever, it is unclear
vwhether a committee which breaks with the connected o;ganzzatxon
through which it established multi-candicz:e status maintains. .
that status if that connection is ended. In a sense, the . ..
reorganization of the Committee can be seena a2s a termxnation o£
one form of committee, and the subsequent Scrmation of a . :
different type of ccmmittee. 1In this case, the Commlttee :
continued to operate as a2 multi-candidate committee, making o
contributions up to the §5, 000 limit to cancxcate ‘committees. . . o

Since the reorganxzetxon, the Committee has supportea only 4
federal candidates, and would not qualify as a multi-candidate.
committee. During the period of audit, tke Committee cont:xbuted
$5,000 to Citizens For Sarbanes on October 7, 1982. .

Affiliation

Both the MMP-PCF and the Committee we.e established by the
Union. In accordance with 11 C.F.R. 100.5(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 MMP-PCF both gave
contributicns to Citizens For Sarbanes. 2/ MMP-PCF contributed

2/ Thouch outside of the audit period, 2 similar problem
occurred during the 1980 election.



;3},000 to Citizens For Sarbhaos*dutiantbQ ?ﬂiapﬁyu /
. September 30, 1982 contributed $200. og for t Q ene:alf,
" The Pensioners Action Fund contributed'$ ;
;QTTS|:banol for the general olection on Octoba: 7, 1982.'“

5tcome‘nora activo ‘In “f

;“frcal estate property as an investment.
.Division contacted the Committee, and reguired that the:
price of the property be 1nc1uded iﬁ casb-gn—hand

“vicnted A report £filed by the Committee covetxng part of the..

-U.S C. 441b(b) (3) (the commercial transaction ptohxbztxon) would
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--Pensioners Action Fund conducted in 1978. If you have any. .

5, 00¢ Cltiz

The ccmmlttec s.qoqctel sta*ed that'the\COmmittee
u:q elections. P o

on Augusi 18,L1932. t :
The Reports Analys

-According to the Committee coun 1l for the months of June,
July and: August of 1983, the property| was rented to a Committee
consultant for $1,000 per month. An unexecuted copy of :the . 3o
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 p:ope:ty has been put up £or S.l..xﬁjhj>qy

q:

Du:zng the period covered by the audi the. property w;s not

period tn-which the property was rented (1/1/83 - 7/30/83) fails ‘
to: show the receipt of rental xncome

Thc affilxatxon quest {on also'affects thls issue in that 2

seem to be relevant only if the Committee is still connected u;th
the Uaion.

The attached audit report is being forwa:ded thh no .
findings pending your analysis of the above issues. 1In addxtion,
you will also find attached a memorandum relating to the =
affiliation question. The question was previously forwarded to
the Office of General Counsel as a result of the audit of the.

questions, please do not hesitate to call Glen Buco or Russ j;
Bruner at 523-415S.

B

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 compittee is
determined not to be a multicandidate committee.

Attachments as stated
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“-off ‘the Federal :Bleg¢tion Commission in accordance with the'iu:-
“'Commission's -audit policy .0 dete:mine whéther ‘there ‘has: heen -

b4

J.Q‘QSZ ba“udi ﬁ*imnv ;".‘.’:.‘ 1
uw"iﬁﬁ.{t.f.ﬂbg E)»-;,,. ho s

iﬂﬂ*“ a¢kgtb

“ sRet daE et

A»Qv_e_mis_w.

" This tﬁpozb»zs based an,andix‘uf the Pensiome:s :1;
Actzon Fund - (“the :Committee™);, undkxtAken‘by"the Audit’ DlVision‘

compliance with:the: Prevzsxons of the —ederal Zlecét 1on.Canpmign

Act of 1971, as amended - ("the Act"). The ‘a2uéit was cornducted -
‘“putsuant to-Section 438(b) of Title 2 of the United States cOde

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

“field investzgeticns of any political conmittee: requized.to:file-

a report under section 434 of this.title. Prior te conducting: .

any audit under this section, the Commission shall perform: an—'?
ipternal review of: reports filed by selected committees to :
determine if the reports filed by a pa:ticular cormittee heet the

" threshold@ requirements for substantlal comnlxence wzth the Act.

The Committee registered with the U.S. Eouse of
Representatives on April 19, 1973, as the Masters, Mates and
Pilots Pensioners Action Fund reporting the In~ernat1onal
Organization of Masters, Mates and Pilots as -its connected
organization. On December 14, 1976, the Commletee amended its
Statement of Organization changxng its name to the Pensioners
Action Fund, and deleting the Masters Mates and Pilots as a-
connected organization. The Committee maintains its headqnarte:s
in Baltimore, Maryland. : -5 E2AdDlssais"

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 expendztures of $108,453.30; and a cash balance on December
31, 1982 of $316,165.80, . s :

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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eported :eeeipts and disbn:iene"

revigw of required
and obligations and such otﬁéf au&t

~necessary under the circums

suppo::ing documgqtation:‘a,

Findxng;gnd Recommendation

o4

B
B
™
s
h g
© (=
<
o
<
g

'Af#???},\" 4 iUt

“The Treasurer of the Committce du:ing the
tbe Audit was Mr. Pietto Mazzai.

o : Based on an examination of the- :eports, stahencnkq, and the
records provided by the Committee; no- natezxal:pnoblnnn.xn_g,

complying with the Fedetal-nltction Canpezqn Act qu ,
during the course of the audit. ernitaany 2
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; and ‘PiYots Pensioners Action:Fund. (FAF) we. becameqawa:q of.. ;
7% {nepemation which prompts this me:no request:.ng g.uida;ncc on j a4

FEDERAL ELECTION COMMISSIO\I

125 K SIREET NW, W
“mscncumeoc xums

g.—thnf‘") e

IPROM Somsal

MASTERS, MATES AND' r_Lo'r"
ACTION FUND . ..

SUBJECT

* puring recent audit fieldwork done on the Masts:s,. Hates

certain policy cuestions. res

Introduction -

inning in 1970, the Internaticzal Crganization of Masters,
"..cs & Pilots (IOhMP) began soliciting voluntary ccntributions
rom its retired pensioners for a political fund. These solici- .
aticns recuested the pensioners to authorize, via a rezly caxd,
»Hc 42 Pension Fund to withhold a2 uniform rate of 3% from their
menthly pension benefit checks f£or collection an€ traasmittal to
the polz:ical fund. This political fun fc:mally est2blished
itself and registered with the U.S. House of Representatives on
Fy-brtl LD R RS 1973 as the Masters, Mates anéd Pilots Pensioners Action«
Fund (PAT). The PAT statement of organizatien discleses the 3
International Organization of nas.e‘s, Mates ané Pilots (IOMMP)
as its affiliated or connected organization ané indicates its member:
are retired members of the IOMH The PAT proceeded through most of |
1975 cn this basis, receiving by that time aporoximately $190,000 per
month of voluntary 3% check off monies frca IOMP pensioners, 3
acninistered and transmitted by the IOMMP pension plans. 1/ °

A

* -
re Sl ; - 2
.

1/ Actually, the IOVV” had two (2) Pension Fuuds, one (1) for .
East and Gulf Coast pensioners based in New York, the other oy
e Iepresenting West Coast pens;oaers, heaoquarte*ed in 4

.:\ can Fs-a-)CLSCO. F . i ! % X 1 : ,’»_. "y
N 3 . i R
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In late 1975 or eaxly 1976 during union elections, a
pé1itical -dispute arose between factions in- the: unfcn. (IOMMP
leadarship, resulting ‘in - ‘the “election 0f new. IOMMP officer
hs for as we are ‘able to dedace from.available 'inférmation,

U2QRecdispuse centered around the desire of the. new~Pfhs£5! 
277 JOMMPIAD:: t:gﬁsform the" Par*iaxb.hpfag‘:egge .an both -
*l:sgedmen and, pcasioners. * In"contrast th fo
. responsibie. fox forming the- PAN: felt
!"sensioners under such a'‘fund wonld not
"isaderatxon.t Th;s resulted, after the. S™
%5 'gm-a campaign Zor a new political funé wi :
© ** proadly based in its solicatien:of voluntary. polxt;cal cont:i-‘
bunons from active seame-x/members of: Io..‘iP, as w2ll- ass punsea.onc

\7t.  November 19, 1976, as the Masters, Mates and Pilots Political
o Contribution Tund (PCF), listing its conzected organizatiom as .
the IOMMP and indicating that "voluntary contributions are-. = .7

o -~ received from current and retzred membe’s of the Unxon.» B

= The new I0MMP leadership xnstxta.ec 2 wniform 2% check~off
o I systea (in ccntrast to PAF 3t) in an aprarent attempt to: oe:suade
- pensioners previously contributing to PAT® to switch to PCF.: - The.
b IOMMP soliciteé PAF oensicners to this eifect, in addition to

active seamen and mcre recently retireé pensioners. The IOMMP/
PCT eZforts were at least partially s_ccessful ané many former
. Rar) pens'one*s switchecd their authorizaticn over to °CP, commencing *@
" in Januvary of 1977. The PCF has filed repor:is cf receipts.and & | |
exbewdztures with the Commissicn since it:at time. The PAF has = |
also continued to file. <rpets g

6

Apparently as a result of instructions from IOMMP officers, 4
commencing in February of 1976 for the Xew York-basec Pension Fund ¢
and in April for the San Francisco-bzsed Pensioa, Fund, all 3% moathly

- withholéings from PAF pensiocners were =~etained by the Pension funds:
and not transmitted on to the PAF. These funds have been accumu-
lating in accounts at both Pension funcés since that time and as of :
June 30, 1978, the balances of PAF-withheld funés totaled $140,360 £3
and 518,904.56 for the New York and San francisco-based pension {
Plans, respectively. In mid-1977, the PAF filed suvit against the !
Pension Fuanés (now merged as cf 6/30/78) for the release of all 3%5
voluntary deductions withheld from the 2AF by the Pension Funds ‘¢
since 1976. As of the end cf the initiel aud;; fleldwork the law:

suit remains penclng.

~
o
i?ﬂ'
[ =
i
r
|
|
]
-2
%




o A AR
i

l" ‘ b- -x\u...

~A filgagian Issue~ﬂ;
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gthin e’ descrihed factacl szbuat;oq(v “

.Q,"J#!,\{.-.. uE 8 gé ‘nAre 5 IO 3 -_.me..H T By ',.'.,. o - ‘ :
A, ; ; gf? 1; miously staieﬂ~hnthjggg tg w; ‘
| fof theisuaflexagEd'connecteﬁ brganzzat.og ?ﬁ* daaition
e cﬁgcnﬁfghat,the I0MMP solicited PAF ¢onatin tisioners ‘on
v‘ot the. ncwly formed ’CP. ‘some ‘pensioners h'je :
although not at "the same time, as confi-—ed: y‘cﬁ:’:&rtigl revicw
~of-PAT and PCF. repor*s-ﬁ in ccntrast, cectain information ‘has been -
" made available to us which leads us o conclude that-for practical-
. purposes the PAF and PCF are not affiliated: Représentatives of °

the New York-based Pension Fund have stated that t!ere is no

USSR

connection between the PAF and the PCF, 2s evidencdd by the fact' :
there are no members common to both Soarés cf Trustees.:. In,add1tion,
whereas there is an obvious connection between the PCF. and present i

ettt s ad B €D B B © Dy SO OB B o (0o GHO 8.8 3 ¢ w22 TN .

™M union leaders, ané between present utnicn leaders and the IOMMP -

Pension Fund, the PAF has claimed its independence from both the 3
N sl p:esenb union leacdership and appears to de .2dministratively separate
™ fron the Pension Fund which acdministers its check-off olan. During ..
: cur audit fieléwork, as vet uncompleted, we found no evidence of ..

. 'transiers o funés between the PA: 2néd the °C
+ ~ If both PAC's are deemed affi"a;ea by their cormon -
connecteé orcanization and overlap’*g mexbercs h*a fields (dgscrzbed
above), then we cuestion the propriety of our acv1szng the - -
committee during the como1ehzon of auéit £ieléwork to guard against
contributions to feceral candidates, which when aggrecated Wluh L
contridbutions by PCT to the same canficdztes, are in excess of the
joint limitation of 2 U.S.C. 44la(a)(2)(r). : 8
On the other hand, if it is the o:inién of the Office
of General Counsel that the two (2) Ccr=ittees are not affiliated,
to what extent would an eventual terminatica of PAF and transmittal.;
of surplus funds to PCF in excess of $5,000 be seen as a v1olatlon :
of 2 U.S.C. 44la(a) (2)(Cc)? ks

k| .,u)nbuM-M«Hldmuth‘urrﬁuzuD-Au.‘r.a.a s
’
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"Compana;a as: negotuted

5-accouwnt,: several.

. Were. trcnsfer:ed te ‘He’
: meximigation of interes

‘operating expenditures, while the Pensicn 3enefits Account funds the;

a_-,__ 2. BAI Pansion Etmd Check-dff P“-ocssti.niwstem

% (X5

As inc:.ca...ed éar1ie Pension funds served. Y N
! 1dfng o2: ‘3§ “2AF ‘contributions
ES n& t§9 trans2i tLdl Sof monthky%.
.totals to.PAF. _The bas aré - é.’"vass‘éuews.;-
ere received By ;

:
“ m». St u...- 34|"v-

:.ho:z;zed -agents’ in .the

deposited: into 2 gene)

prior to-.pianned expenéitures, ® funds to cuver those
expenditures were transferred to two (2y accoun.s 1): the Qperat;ng :
Account, ané 2) the Pension Benefits Account. As the ‘account *itlcs;
1nd1cate, the Operating Account is usedé to fund Pension Fund - . «

actual benefit checks to pensioners. The ‘Aéministrator of the . v
Pension Fund has informed us that the denefit checks:for. the PAF i -
contributinc pensicners were 4rawn on the Pension 3enefits Account,
while the check for the total of the month's 3% PAT wzhhholdzngs,; :
based on that nmonth's computer run, was drawn from the Operating .
2ecccunt a2né forwarded on to PAF up until zebruary, l&76,—usuallyﬁhﬁ1

the ‘olloxlng month. .. 7 = : - 9T ELE. IA;A,,:JM

.
DR PPy

*=- This n‘ocecure *ema;ned in ef ecr unt11 “ebtuarv,'1976 -
when as indicated previously, the Pension Tund stopped ‘o‘aardzng”3
PAT monies and instead transferred the monthly tota2) back to the "
Pension Senefits savings account mentiozed above. During the
initial phase of our fieldwecrk, we were able to trace monthly 3% 5
PLT totals from the computer runs to the Pensicn 3enefits savings i
account statements without material éiscrepancy. However, our e
guestion arises because of the fact that PAT cogtributions have - il
been accumulating in that account since Februaczy, 1976, and that,
the sa2me account has served as a temporarv repository for other
Pension Funé general treasury funds. Therefore, whether or not
the PAT is successful in its suit to have the funds released, the
monies (totaling $140,360.83 as of 6§/30/78) will eventually go to
the PAT or the PCF which, in our opinioa, will be receiving con-
tributions ccmmingled with funds prohibited under the Act. We 3
request vour review of this issuve so that we may adv;se the i
Comnittee accorédingly. =L : :

‘
N BT L S L e
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2/  Applies cnly to New York-based Pension Fund, the records of whzcﬂ
were the only ones available during the initial ghase of field-
work (see Aattachment I).




(e Membershia Issue

COmpAﬁxes and | the IQMMF.
naé ‘reprasentetion:on.the

S R R

: 4 ﬁtdsunt4losn2 officc:s se : _

H nrﬁ L @I T [ ; g phd

! L Eadr To ivWithln the f :g v.situ oh.des 150&” ;

i ““we guestion whether the PAF. wbuld be" coxf@%erea the- sepizat
- segreca»zé funéd of the IOFHP, or wourlé the DA be  ¢oh

L

' geparete segregated fund. o£~a separate membersﬁ-p* rg&nizatienru
namely, the Pension Fund..:-If the Pension Fuad is, ‘considered:as
merely an agent of the IOMMP and an ntegrel part thereof,> then
it would seem to follow that all contrikuters to the ‘PAF would hava
to fall within the membership &1eld of tne IO&MP itse1£;~»n- y

1.4—-¢. -

% However, hhere 1s a quesbzon whether veti edhﬂimbcrs
(nens.one's) of the Union are still consifesed *members" ‘within
the intent cf 2 U.S.C. 44lb(b)(4)(A)( i) (see also 11l CFR 114.1
(e)). we khave been informed by the Administrator of the Pension
Fené that all reti-ees are g;ven the oction of continuing to-pay
their annual union cuves in order to retain their "wmembership” in
the IOMMP, subject to certain restricticns. Our guestion for your
consideraticn is whether or not this coadition (the continuance of
the payment o dues to the IOMMP by the retirec pensioner), also v

has to be met in order for the PAF Pensioner to be considered a

- union memder for purposes of the FECA. Depending on your response,
we would intené to raise the issue with PAT of:zc;als Lpon.resumpti
of the Audict. s ‘

5

SR A

46432

oy

D. Solicitaticn Issue

3

As indicateé previously, the IOMMP sclicited pE“SLOne‘S fow
check-off authorization on behalf of the P2F, from 1970 to 1975, )
at a2 flat 2% rate. We have retaineé a2 copy of said sollcitation»
letter and reﬂly card which coes not explicitly provide potential
contributors the option of giving more or less than the 3% as
presently reguireé by 1l CFR 114.5(a) (2) (see Attachment II).
Because cf the effective date of the Commission's Regulatiorns y
(April 11, 1977), we do not feel that this section can be applied’
to PAF, in any case. However, available information suggests that
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A conservauve estimate co..cluaea that simtler bene’it., p:ovl.c’.ed,

. by a private insurance company would come'to’ eu ou-of-poca.ct cosnof
l ‘ -

$4SO 00 per yeer. O es Hantaioins "’"’.'.',.;."‘_"
o S , B RIS DL ,L_'*-
A The Masters Mates and _Piiots is gratiﬁe:! tn irzfem you o: tﬁi,..,,_ ;
; 6 notable achievement in behalf of an our peﬂsior. rs-2s.a contm'.zmg p.,.a! :
™ of the dedication of our Organization in ycur bena*f. curway ¢f de non.sira"ng S
we recognize and appreciate the.coatributions of :no *e'*.sio-:e... in. the éavelos- s
- "I ment and progress cof the C.genizatibn’._;;'ra‘s latest i.p,ﬁ:c"c'm..t edds to s
., « Dbenelits oblained in recent years: [\ '*-»'-?-;'Ei,'-*?‘. i abie
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In the Iace of the clear and unmistakable tnreats o the economy of tnc
country, the danger of unresiraineg rise in ll\dn\g ‘eosts, meuating fears of in-
creased taxation on those least able to pay;* a strcng eficrt is urgenty nceded

X s!mply {0 protect our hard won acccmph.,!.ment.,. ang an evan greater cn llcnoo =
faces us all to expand and lncrease our materiel welfare levels.. - ,'5‘- Ry et

‘., st

tonll . e L3 M
LR . ¢ s
- 3. B
0y &
L ] -
’ -
. ; -
. ?,
. - -
\ R
il .e
AkInG Div:SiSN CF Sl ;nauao.:xt-cm
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support of.our Acmglauvo progroms. -“They have: ca:t:sd ihe right, tp _cur !ull
: i end Mﬁanc!al suppwt. Tboy um"t h'xow thabwmch tham &PE? &c”eds, i
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¥ " Each !nd'viduel pensionsr hes the unoqnivo.al cht to volunt:rnyg :
contribute, Wa z.rge your paruc.pation in this neccsfaxy ara cr uciel affarts
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Your signature on the enclosed ..en..ion deduction autbodzation caré
will recoré yeur {ndlvidual apprevel of the actioz ca:n::cign we must laurch
without deley. The Administrator will accopt your signcd card s suthoriza-
tion to autcmatically cdeduct 3% of yeur ......nslon -Ac.::.‘:l-j e'x.. fo. vard i to the -

Fund {or the purposes outlined. Sl :-j,-‘r N Ty i
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Your volun ta'-y co-x...out‘.cn isa rec‘ch 2nd ress ~n<;ble 'asponse
to 2 present clear ne2d, ans your p"rscﬂ.al recegnitien of the Or ganizaticn! s S
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in a2 unitec campaign to proiect and improve the secx:ity end bencfits now |
enjoyed by MM&? members. Please sign now. G 0= ‘
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In 1970, the International Association of Masters, uates

and Pilots (“IOMMP") began to solicit contribut;ons to'a,;' = S L

political funcé f£rcm pensioners who had been members of the - oo

-

IOHM? before retiringc. This fund registered with the Clerk .01
cf the Hduse of Representatives in April, 1973, as the PAF,
listing the IOKMP? a2s its connected crcanization. 5011c1tat1on
cf pensioners continuved, in the fcrm cf a2 reguest to authogize
2 3% decucticn f:om each pensioner's ronthly pension benefit

check, to be tr s&erred by the Masters, Mates ang Pz;ots i

8404046433

Pensicn fund ("Pension Puné”)_aéminxstrato; to the PAF.
Fcllcwin§ an internal di#;ute, new cfficers of the
I0MMP were elected in early 1976. The new IOMMP leace*sh
determined that its political fund shculé represent actively : E
enzlcyed nmexmbers of the union as well azs pensicners, gﬁé so
2 new pclitical fund, the Masters, Mates and Pilots Political

Contributicn Fund ("PCP") was established. The PCF

recistered with the Commissicn on November 19, 1976,

EEIN AR S o i r £ g o - e — - — .
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sing th‘ ICHMP as its connected organizatiemicidii: gini:

a

iottcz wns sent to‘pcas‘oners reques ng'thzt,:hpv~sw1;ch

-‘!_fa. " T,»A'.
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"""“f“ring tO”PM' the funds: -calnctaﬁr”"p

Y

pensxoners aut horxza 1ons of- 3% PEE éanuct ons.

3

anés have been ‘accimulat ing in a.“ensﬂon Pund 1ccoun 5 In
TbAprll 1977 ~he °As leed & lawsuah in. the d.stx;ct cou:t U

' of the Southern District of New York to secure *e’ease of.

SER A

these funés. The lawsuit is premised or fecer al;pggs;qg;}aw
.';né is'§énéin§f;i'“ SRt e e R e ';i;&;‘;;tQ
. On March 8, 1§57, the Commission founérfegs§§?§9 Pg; :
'1seve the ICMMP and the 2CF vioclated 2 T.S.C. §54;§§b{iéikh)

(ii) by 5011 iztin g ccntributions to the 2CF focerm thosa‘who

were not members of the union. The Commission also found

84040464332

> reason to believe the IOMMP and PCF vioiated 11 CFR 1l4. S(a)
(2) by not informing those solic ted thaet tkrey could con-
t-ibute more or less than the guidelines suggesteé in their

solicitaticns. % i : SR . .

i This allecation is one that is in dispute in the
pending lawsuit between. the PAF and the Pension Fund
Aéministrator. Filelds v. Masters, Mates & Pilo:is Pension Plan,
et al, No. 77-2077 (S.D.M.Y.).
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the PCF vould be in violation of 2 U.S.C. § 4413(3)(2)((:).7

This office advised the Comnission that 1n lxgh; of the

facts of this matter, it appears the 24T anc PCF ar; ;Eérlxated
tnéer‘ll"C?R‘100.14(c)(21 by virtve of the fact that .hey

were estaclishec by a common connectied orcanizat 16;;'the IOhMP.
See Generzl Counsel's Report, MUR 773, Part A, Harch‘l 1979.
However, 2 determination that certain committees are affiliated

.
-

crnly has relevance in the context cf possikble vioclations of

2 U.S.C. § 441a. Thexre a2re no fecderzl election campaigns to
which the PAF and PCF have contributeé a total of more than
$5,C00. See A&t anment I. Since nc violatiocn of the act
centributicn limitations has yet occurrecd, even if the PAr zand
PCF zre effiliated, the Commission ccuid not make a determination
as to affiiistion. he Commission, zware of this prcblém,
cetermined that the auditors shculé inforn the PP, BCF and

I10#112 that they may be ceermed affiliated for purpcses of

Setted

the limitations in § 44la(a)(2)(A), and that an advisory

ficiezl Jeterminaticn

"h

ocinicn recuest be submitted 1if an ¢©

cZ this issue was cesired.
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the PAF iintends to.cease 1nvolvement -in ‘eéeral election

LY e e T

campaigns. . The IOMaP and PCF, who are being. represented,,,~ﬂ

in this mattcrmby~thevsame<atto:ney, have also. a-parently _m;ﬂy

decided ‘not to submit an advisory ovirnion 'ecuest.,das;,w ;_:ﬁ;

am i by

no violation of 2 U.S:.C. § 44la(a)(2)(r) has occurred even
if the PAF ané BCF are deemed affiliateé, the Genreral |

Ccunsel's Office recommenés no further ac~1onkbe ta&en

bl

aceinst the PCF and PAF concerning their tossible a‘fxlzatzon.

3. Ccmmingling Ry

Because the PAr authorized funds have nct been transferred

(3
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since February, 1576, but rather are accuzulating in a2 Pension

Fund account, the auditors expressed concern that political

monies were beingc ccmmingled with pension funds. If such

were the case, a2 possibla violation of 2 £.S.C. § 441b(a)
cculé occur when and 1f the political fundés were eventual Yy
transferred to the PAF or PCF apd used in federal elections,
in that the pension monies might be consicerec-tc be corporate

and/or union funcds. See Genereal Counsel's Repcrt, MUR 773,

Part D, March 1, 1979. The Ccmmission cetermined
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'ludinets shou;d reounst the Pension Purd aén-”i:trntorAt"‘

=5 - «

;3 o )&1

concern1n9 ‘these funcs, -confirmed to a .staff attorney thgt;:

the authorized uolxtzcal'monies«are in a separate: cccouutvgig 5
from other Pension Fuad mon;es.- ‘The General Counsel's:: gf,; 25

ce therefore’ teccamends the Commissicn take;noﬁfuzghegﬁa:ﬂq5f n

(9]
[ 0

L8
-
action COhéérﬁihE”tommingling'bi_Parlehthb:izee;abd Pension: . -

fundé 1on1es. Sape 2 S L2310 Louss 2E Z08 DA *éiiéﬁr S

c - Mel‘ shl: = :: .

The PCr acdzittedly solicits pensicners 2s well: as actively.
emzlovecé menmders of the IOMMP for cont:;bu‘xor; to the politlcal
fund.k 2 U.S.C. § 441b(b)(4)(A)(ii) recuires that‘a union:
solicit only its members for contfibetions.to the uaionzpolitiqalm

ction arm. Thus, if pensicners/retirees are nct members.of .. -

]

the ICMMP, § %441b(b)(4)(A)(ii) hes been viciated by the ®CF.
2nd the ICMHP. : 2
11 CFR 114.1(e) cefines a “member" of az labor organization

2s one who currently satisfies the recuirements for aembership
in the local, naticnel, or international organization. The

constitution of the IOMMP ("the constituticn™) (Attachment 1IV)
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of Members to the Orqan;zation;.recuxres that the Iounp
membe:~keep,h1mse1£ in~wgooa“stanqing¢ To be.a " mcnbe:

in.good standing” the indivicduzl must have paid the“ggégqr?&;T_ f7

éues for the current cuarter.: .Article III § 5(a).
Pensicnecs éo not pay dues:to the IOMMP, ané :he:gﬁptg'égjgiizj
not meet a*key'réquiremenxuforemembezshipminwthemg;ggp;;ggipggg ’

Article VIII. - See 2lso, Advisory Opinion 1977-67 (pppfs;b;g,_;

corporation permitted to solicit as “"members” thcse who =

regularly paid éues or had them specifically waived). .
{54

The PCF, throuch its attorney, argues that pensioners.

84040464336

»

who were nembers in good standing prior to reti:emént.have." .
not lost their be'ship status for non-zzyment of dues.

since as “honorary meabers” they are nct recuired to pay 4f1ﬁ

W

dues. 2/ 1In Acévisory Opinion 1277-67, & showing of a Sty

2/ In determining whether am individual or croup of

T  individuals cualify as "members” of an orcanization,
the fact that the organization considers the individuals
in guesticn to be menmbers and cencninates them as members,
should not be persuasive. Otherwise, a2 labor organization
could ce

icnate ~ue whcle werlé as "xmzzZers"™ 2nd thus
mitations con whom it coculs preperly solicit.
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political contributions from membe:s-is-beseéfpn,;hg;sgggig;:
relationship a menber has to the organization.<as<evidencéd,i Lo
"by. the existence ‘0f rights and obligations vis a v1sr;he“};@‘ﬁ

lorganization] .* - Advisory Opinion :1927-67.at 5. In .

reviewing the richts and obligations:of -I0MMP nembers BB D A
set out in the constitution, it appears that. ueas‘one cs .lack. ..
such righis and obligations in certain-critical areas. .The

I0M4? constitution provides that members Lave the right to. . . -

(50

institute et

’t.’

tions for ané vote on refer encda, Axticle I1I,

§ 4(2) ané (h)(5), to vote on the ratification of'a.ccllg;;ive

bargaining agreement, Article III § 4(h)(4), to vote on ..
constitutional amencéments, Article X, ané to observe and

attend TOMEP ceonvention sessions and committee

]

neetings.

»

Articlie IV, § 6(¢é). Pensioners do not have aay of these

richts. Article III, § 7, Article 4, § 6(c). See also

Response frca PCF/IOMMP attorney, at S (A*tac.uent I1I1).
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to IOMNP conv»ntions.

‘ ‘ g
'ticle V, Article“IV.

JRRD k‘JAv..;”’*JQJq) ﬂ"a“““*“‘“’*dh B
(iv); Artzcle III, s 7.~ Pensioners cannot” v%fﬁ‘i*

- -

= e

of IomuP off :.ce\rs-» Art:.cle v, s 111, Article 111§ 254
absence of the rxgh* :o vote in ‘elections, the 1nabi11ey‘5 3 Lo

to serve as offxcers., nd the lack of tbe ‘same status th ¥eiey .

the o'canzzatxon as 'full ﬂembers were censifered” signifiéant'l

.

factors in tbe COmmlSSlOﬂ s de.erm na;lc nia Adézsoryféﬁiﬁionhi -8

1577-17 .ha. certazn 1nd1vxduals were no ““e.bers vithzn

=¥

the mean;ng of 11 C’R 114 lte). E A et Es BUSL3 Lzsuy
In enact;ng 2 U.S.C. s 441b(b)(4)k&)(f1); Cengress was -
interested in assu*zng that unions woulc' onlyesol:c‘t thcse

they represent.” E.R. Reo. No. 94- 917 S4th Concress, -2nd:

84040464338

4+ Session 7_(1976). The Supreme Court has Getermined, ia the-
context of bue hatzopal Labor Relations Act (*N RR*) that a .
union is not entitled to act as a retiree's representative

fer cclliective bargaining purposes, aaé in £azct has'no . . o

statutory cduty to represent retirees. 3/ 2Allied Chemicail

3/ Neither does the ICMMP have a constituti cral duty to
represent retirees, as nothing in the IQNMP? constitution
confers such & responsibility on the unica. -
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ety %”.tere3§‘ th““hose actively em:ﬁ ye
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Thq IQMMP and Pcrgnthrou h their a ttcrney, argue

B T sl e s }* »»,'J SREDED 15 R B L A rmes ‘"\‘,:.
the IOMMP . :epresents retzrees in negotiat;ons concernfhg

-

ocnsxon-benefaus-_ To the extent such negotzatxons do not

T

implicate the. future pensxon benefxts of acbxve emoloyees,'“4

s = e et

under the NLRA, the neaobxatlons need not be 1n1t1atedvﬁ hEnsa.

2 P | ~

‘or pursueé by eztber the IOHMP or the emp’oyer orcanxzation.

T
5

-16. at 181.. Tae.e‘c-e, she aeczszon by .he I0MMP (ard‘the

em;loyer) to b gaxn ovet nensxon bereflts is ourely a’

gratuitious one, ané the union coulé w;thétaw from sucﬁ

practices or adopt 2 confllct~ng coLrse o; ac;xon at anvtime,

repT esenbatlon 111Lsc*v Ratlrees have

making the allececd

no recourse if IOMM? bavgaznzng effo ts on thexr behalf

cease, and they lack the ab;l;ty to axrec. the course of

such “representation,” s*nce tﬁev have no enferceable r‘ghts E

c
I

It
D"
o
o
i
v
. ]
4]
rr
0
i
in
O
"
(1]
<
0
[V
(3]

in IoMM2 polzcy mat;ers;‘

collective bargaining contracts, or the election of'téﬁreééhtitives.‘

It seems apparent that the IOHIP also -ecog 1izes pen51one*s

are not accoréed actual membership status in the unxon.5 Section

41) of the Labor-Management Réporting ané Disclosure Act of

1959, 29 U.S.C. § 401, et seg, entitled "3ill of Rights of
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'f‘u labcr organization‘shall

Ion 293 &

true membersth stagus 1n the organzzatxcn.'as it doe

FeilaT Bliaan . -
-t =, uu ’«‘

not seen lzkely the IOMNP would blatently vzolate 2%

\?“'-h - L i o
£ 1 r ““'

The °C°/IO&HP attorney refe*s to vavious sectlons of

- » "-*'ya
o

the IG%M? cons.xtut4on to show tna; pen s:one*s hgve éertain

e

< e T K = = Tl
B ey
Eha

en‘orceable rzghts in tne organzzatxon. See Attééﬁhent II,
at S.‘ Every section of the constitution cited refers to
such rights as the rights cf “members®, and not pensioners.

See At achaent IV. Yet, the p"ecise question in fssue is

which individuals are members. Thus, the evidence cited is °

not gersuasive.

4/ 29 U.S.C. § 402(o) cefines “member™ as:’

any person who has fulfilled the reguirements
for membership in such organization, arné who
neither has vecluntarily withédrzwn from member-
ship nor has been expelled or sussended from
membershxp after eppropriate proceedings con-

sistent with lawful provisions ¢f the constitution

ané bylaws of such organization.

- A}
- e
AL is cne who has
5 rsi

T ol . .

efin
as 11 CFR
fulfillegé

b s gy

y the same standard-

nNip in the organization.

W
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e not onjoy the sane status as actively en:loyeé nnuhnrl
o! tha IOMMP in torms of the organizctior s
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meet. In light of thxs, the Off1ce

3K '.b.\lunn.., _,-.

'General Counsel

3 o e s e

recommenés the cOmmxssxon fxnd that peus_oae*s aféhhot ¥

nembers of the IOMMP and that there 1s :easonable cause.'

i )

to believe the IOMH° and PCF vzolated 2 U S C. s £41$

(b)(4)(AR)(ii) by soliciting PC? contrzu ons from pensxoners. 5/
The PAr, which is still regis:ereé as an IOM&P ébnﬁ&cted '
crganization,_also soliciteé pensioné:s i cont'lbutzons.

Sowever, no funés thus solicited have been rece;ved by the DA?

ince Tebruary, 1976. 2 U.S.C. § 441:(5)(4)(5)(1;) did not -,

]

e

&~
-

Ih

oi

n
(o]

fect until June, 1876. 2s no solxhxcal Lne wz;hln,

Je jurisdiction of the Federal Election Campaicn ?c; has

(4]

vet received these monies solicitea from an allecedly imp ooer:
class, the Ofiice of General Counsel reccm=ends the Commission
take2 no further action aczinst the PAF ccncerning the solici-
taticn of ;ensioneré until such time, 1f ever, as the PAT

receives those funds.

5/ The attached proposed conciliation agreement does not
~  recuire return of all monies contributed as a result
of the improper solicitation. The issue of whether
pensioners are “"members” of the IOV”D is 2 close one,
the action Dy the unica in sclicd
invicdiovs. The prooo

¥ofu :]

O m O

<
L)

-
-
-
~
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autﬁéei:atipa'fovms useé y :&3% ;:

option to ccngrxbute nore or less tﬁan thzs amount. In fact,

this £orm.,as well as a2 1Ltter accom:any;ng 1t sent to some

iné'v;duals. uses the 2% fxgu:e to entice 1nc1v16uals ~e
switch their authcrization from the PAF to the PCT. Attach-
ment III. Presented in such a manner, many incdividuals thus

solzczteo may have believed that less than 2% cou;d no; be

contributed. Two other forms useé listec diffe --nt amounts
ané instructeé the individualfsolici:eé,to'check'qne amount,

but no wnere informeé the indivicdual that more or less coulé

be contributeé. &attachment IIXI. Tohe General Counsel's Office

o

ien £inc rezsonable cause

(Il

therefcre reccmmends thet the Corzis

to believe the PCF and IOMMP violatesd 11 CFR 114.5(2)(2) by

not informing those solicited that =Zicre or less than the
cuicdelines sucgested coulé be collected.

RICCHMENDATICNS 5){/%

1 Y Aacainst the PCT ancé PAF concerning

Take no é:::%;r ac
their pcssible aif

2. Take no iees=$> actian@caznst the and the IOMMP
Pension Funcé concerning any ctaest commingling of pensicn
funés znd PAF autherized funés. ¢

-
-~

—l "
n.‘
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1i,15¢ ...;ongbl  cgusc to bélieve the IOMMP and PCF

b;e cause}t“ belxeve_;he Io.ﬁz ané °C°'“
g%?‘ :Stay{25°s y“ﬁ i znaor*zng those ...
: Sute more or Ml

ﬁhd send the at acbed conc;l* tion agreements.

(%

William C. Olcéaker
General Counsel
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