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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Sailors' Union of the Pacific MUR 2107

Sailors®' Union of the Pacific
Political Fund
Paul Dempster, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on May 9,
1986, the Commission decided by a vote of 6-0 to take
the following actions in MUR 2107:

1. Approve the conciliation agreement of
the Sailors' Union of the Pacific, as

recommended in the General Counsel's
Report signed May 6, 1986.
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-
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-
)

Approve the conciliation agreement of

the Sailors' Union of the Pacific Political
Fund and Paul Dempster, as treasurer, as
recommended in the General Counsel's Report
signed May 6, 1986.

740

Close the file.

Approve and send the letter attached to
the General Counsel's Report signed May 6,
1986.

] 5

Commissioners Aikens, Elliott, Harris, Josefiak, McDonald

and McGarry voted affirmatively for this decision.
Attest:

5-9-%¢

Date jorie W. Emmons/7 e
Secretary of the Commission

Received in Office of Commission Secretary: Wed., 5-7-86,
Circulated on 48 hour tally basis: Wed., 5-7-86,
Deadline for vote: Fri., 5-9-86,




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

May 14, 1986

John F. Henning, Jr., Bsquire
Henning Walsh & Ritchie

100 Bush Street, Suite 440
San Francisco, CA 94104

RE: MUR 2107

Sailors' Union of the
Pacific

Sailors' Union of the
Pacific Political Fund
and Paul Dempster, as
treasurer

Dear Mr. Henning:

On May 9 ., 1986, the Commission accepted the
conciliation agreements signed by you and payment of the civil
penalties in settlement of violations the Federal Election
Campaign Act of 1971, as amended. Accordingly, the file has been
closed in this matter, and it will become a part of the public
record within thirty days. However, 2 U.S.C. § 437g(a) (4) (B)
prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish
any such information to become part of the public record, please
advise us in writing.

Enclosed you will find fully executed copies of the final
conciliation agreements for your files.

Sincerely,

Associate Ge eral Counsel

Enclosure
Conciliation Agreements




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

)
) MUR 2107
Sailors' Union of the Pacific )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission
(hereinafter "the Commission"), pursuant to information
ascertained in the normal course of carrying out its supervisory
responsibilities. The Commission found reason to believe that
the Sailors' Union of the Pacific ("Respondent”) violated
2 U.S.C. § 441b(a) by making contributions, using general
treasury funds, in connection with Federal elections.

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

T The Commission has jurisdiction over the Respondent,
and the subject matter of this proceeding, and this agreement has
the effect of an agreement entered into pursuant to 2 U.S.C.

§ 437g(a) (4) (A) (1).

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

III. Respondent enters voluntarily into this agreement with
the Commission.

Iv. The pertinent facts in this matter are as follows:

l. Respondent, Sailors' Union of the Pacific ("the

Union"), is a "labor organization" within the meaning of 2 U.S.C.

§ 441b(b) (1).




o=
2. The Sailors' Union of the Pacific Political Fund

("Political Fund") is the separate segregated fund of the Union

and a "political committee” within the meaning of 2 U.S.C.
§ 431(4) (B).
gt Section 441b(a) of Title 2, United States Code,

prohibits a labor organization from making a contribution or
expenditure in connection with any Federal election. For
purposes of this section, the term "contribution or expenditure®
includes any direct or indirect payment, Aistribution, loan,
advance, deposit, or gift of money, or any services, or anything
of value.

4. On January 7, 1983, the Union withdrew $7,000 from
its general treasury savings account and converted the funds into
a cashier's check made payable to the Political Fund.

9 In its 1983 April Quarterly Report of receipts and
disbursements, the Political Fund disclosed the receipt of a loan
for $7,000.

6. In its 1983 July Quarterly Report of receipts and
disbursements, the Political Fund reported a debt of $7,000 owed
to the Union for a loan incurred on January 6, 1983. Repayment
of the loan was reported as due July 1983.

T On July 18, 1983, the Union issued a check for
$4,500 to the Political Fund drawn on its general treasury fund
account.

8. In its 1983 October Quarterly Report of receipts

and disbursements, the Political fund disclosed a corresponding
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increase of $4,500 in the amount of debts owed to the Union for

loans received.

9, In its 1985 Mid Year report of receipts and

disbursements, the Political Fund disclosed a loan repayment of
$11,500 to the Union on April 24, 1985.

Vi Respondent violated 2 U.S.C. § 441b(a) by making
contributions in connection with Federal elections.

VI. Respondent will pay a civil penalty to the Treasurer
of the United States in the amount of Three Thousand Dollars
($3,000), pursuant to 2 U.S.C. § 437g(a) (5) (A).

VII. The Commission, on request of anyone filing a
complaint under 2 U.S.C. § 437g(a) (1) concerning the matters at
issue herein or on its own motion, may review compliance with
this agreement. If the Commission believes that this agreement or
any requirement thereof has been violated, it may institute a
civil action for relief in the United States District Court for
the District of Columbia.

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

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

e This Conciliation Agreement constit:tes the entire

agreement between the parties on the matters raised herein, and
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no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

not contained in this written agreement shall be valid.
FOR THE COMMISSION:

Charles N. Steele
General Counsel

Kenne A. Gross
Associate General

-
FOR THE RESPONDENT:‘

John/ F. Henning/
Attorney

&




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

/) MUR 2107

Sailors' Union of the Pacific
Political Fund
Paul Dempster, as treasurer

)
)
)
)
)

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission
(hereinafter "the Commission®), pursuant to information
ascertained in the normal course of carrying out its supervisory
responsibilities. The Commission found reason to believe that
the Sailors' Union of the Pacific Political Fund and Paul
Dempster, as treasurer ("Respondents®) violated 2 U.S.C.

§ 441b(a) by accepting contributions in the form of loans from a
labor organization in connection with Federal elections, and
violated 2 U.S.C. § 434(b) (3)(E), § 434(b) (8) and 11 C.F.R.

§ 104.11(a) by failing to fully and acccurately disclose the
receipt of loans from the labor organization and debts owed to
the labor organization.

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

I3 The Commission has jurisdiction over the Respondents,
and the subject matter of this proceeding, and this agreement has
the effect of an agreement entered into pursuant to 2 U.S.C.

§ 437g(a) (4) (A) (i).
I11. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.
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I1I. Respondents enter voluntarily into this agreement with

the Commission.
Iv. The pertinent facts in this matter are as follows:

1. The Sailors' Union of the Pacific ("the Union"), is
a "labor organization® within the meaning of 2 U.S.C.
§ 441b(b) (1).

2. Respondent, Sailors' Union of the Pacific Political
Fund ("Political Fund”) is the separate segregated fund of the
Union and a "political committee” within the meaning of 2 U.S.C.
§ 431(4) (B).

3. Respondent, Paul Dempster, is the treasurer of the
Political Fund.

4. Section 441b(a) of Title 2, United States Code,

prohibits a labor organization from knowingly accepting a
contribution or expenditure from a labor organization in
connection with any Federal election. For purposes of this
section, the term "contribution or expenditure™ includes any
direct or indirect payment, distribution, loan, advance, deposit,
or gift of money, or any services, or anything of value.
2 U.S.C. § 441b(b) (3).

b Section 434(b) (3) (E) of Title 2, United States

Code, requires the treasurer of a political committee to file
reports with the Commission disclosing the identification of each
person who makes a loan to the reporting committee during the
reporting period, together with the identification of any endorser

or guarantor of such loan, and date and amount of value of such




aa=

loan.  See also 11 C.F.R. § 104.3(a)(4) (iv). The term "person®

as defined by the Act includes a labor organization. 2 U.S.C.

§ 431(11).
6. Section 434 (b) (8) of Title 2, United States Code,

requires the treasurer of a political committee to file reports
with the Commission disclosing the amount and nature of
outstanding debts and obligations owed by such political
committee. See also, 11 C.F.R. § 104.3(d). Debts and
obligations owed by a political committee which remain
outstanding must be continuously reported until extinguished,
pursuant to 11 C.F.R. § 104.11(a).

= On January 7, 1983, the Union withdrew $7,000 from
its general treasury savings account and converted the funds into
a cashier's check made payable to the Political Fund.

8. In its 1983 April Quarterly Report of receipts and
disbursements, the Political Fund disclosed the receipt of a loan
for $7,000. The report did not disclose the identification of
the person who made the loan to the Political Fund, nor did it
disclose the date on which the loan was received as required
pursuant to 2 U.S.C. § 434(b) (3)(E). In addition, the Political
Fund did not disclose a corresponding debt owed to the person who
made the loan to the Political Fund as required pursuant to
2 U.,S.C. § 434(b) (8).

9. In its 1983 July Quarterly Report of receipts and
disbursements, the Political Fund reported a debt of $7,000 owed
to the Union for a loan incurred on January 6, 1983. Repayment

of the loan was reported as due July 1983.
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10. On July 18, 1983, the Union issued a check for

$4,500 to the Political Pund drawn on the Union's general
treasury fund account.

11. 1In its 1983 October Quarterly Report of receipts
and disbursements for the period 7/1/83-9/30/83, the Political
Fund disclosed a corresponding increase of $4,500 in the amount of
debts owed to the Union for loans received. The Political Fund
did not disclose the identification of the person who made the
loan, nor did it disclose the date on which the loan was received
as required pursuant to 2 U.S.C. § 434(b) (3) (E).

12. 1In its 1984 July Quarterly report of receipts and
disbursements, the Political Fund failed to continuously report
that a debt for loans totalling $11,500 was owed by them to the
Union as required pursuant to 2 U.S.C. § 434(b) (8) and 11 C.F.R.
§ 104.11(a).

13. In its 1985 Mid Year reports of receipts and
disbursements, the Political Fund disclosed a loan repayment of
$11,500 to the Union on April 24, 1985.

\ 2% Respondents violated 2 U.S.C. § 441b(a) by knowingly
accepting a contribution in the form of loans from a labor
organization, in connection with Federal elections and violated
2 U.S.C. § 434(b)(3)(E), § 434(b) (8) and 11 C.F.R. § 104.11l(a) by
failing to fully and accurately disclose the receipt of loans
from the labor organization and debts owed to the labor

organization.
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VI. Respondents will pay a civil penalty to the Treasurer

of the United States in the amount of Three Thousand Six Hundred
Dollars ($3,600), pursuant to 2 U.S.C. § 437g(a) (5)(A).

VII.The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning the matters at issue
herein or on its own motion, may review compliance with this
agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute a civil
action for relief in the United States District Court for the
District of Columbia.

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

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

X. This Conciliation Agreement constitutes the entire
agreement between the parties on the matters raised herein, and
no other statement, promise, or agreement, either written or
oral, made by either party or by agents of either party, that is

not contained in this written agreement shall be valid.




FOR THE COMMISSION:

Charles N. Steele
General Cou 1

BY:
KRenleth A. Gros
Associate Genepyal Counsel

FOR THE RESPONDENTS:

Jo F. Hehning, Jr.
Aftorney




SAILORS UNION OF THE PACIFIC
SAILORS POLITICAL FUND
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SAN FRANCISCO, CALIFORNIA 94108
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ookl April 29, 1986

Lee Andersen, Esq.
Asgistant General Counsel
Federal Election Commission
Washington, D.C. 20463

Re: Sailors' Union of the Pacific,
MUR2107; Our File No. 2409

Dear Mr. Andersen:

Please find enclosed signed Conciliation Agreements on
behalf of the Sailors' Union of the Pacific and the Sailors'
Union of the Pacific Political Fund together with checks in the
amounts of $3,600 and $3,000 payable to the Treasurer of the
United States as stipulated.

Upon signing on behalf of the Commission, please remit

one signed copy of each agreement to this office.

/"//_‘_H\,
Very tr};lyy /
p . "’

John F. Henning, Jr.
JFH/gcd: 2409
Enclosures

cc: Mr. Paul Dempster




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 2107
Sailors' Union of the Pacific
Sailors' Union of the Pacific
Political Fund
Paul Dempster, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on March 14,
1986, the Commission decided by a vote of 6-0 to take
the following actions in MUR 2107:

1. Enter into conciliation with the Sailors'
Union of the Pacific prior to a finding of
probabl e cause to believe.

Enter into conciliation with the Sailors'
Union of the Pacific Political Fund and
Paul Dempster, as treasurer, prior to a
finding of probable cause to believe.

Approve the proposed conciliation agreement
for the Sailors' Union of the Pacific as
recommended in the General Counsel's Report
signed March 11, 1986.

Approve the proposed conciliation agreement

for the Sailors' Union of the Pacific Political
Fund and Paul Dempster, as treasurer, as
recommended in the General Counsel's Report
signed March 11, 1986.

5. Approve and send the letter attached to the
General Counsel's Report signed March 11, 1986.

Commissioners Aikens, Elliott, Harris, Josefiak, McDonald

and McGarry voted affirmatively for this decision.

Attest:

jorie W. Emmons
Secretary of the Commission




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM
TO: Office of the Commission Secretary
FROM: Office of General Counsel

DATE: - March 11, 1986

SUBJECT: MUR 2107 - 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 Compliance
Sensitive
Non-Sensitive Audit Matters

24 Hour No Objection Litigation
Sensitive
Non-Sensitive Closed MUR Letters

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




BEFORE THE FEDERAL ELECTION COMMISSION Qe a2
In the Matter of gl SENsmE

Sailors' Union of the Pacific MUR~2} )
Sailors' Union of the Pacific a”&?'l P l- 28

Political Fund
Paul Dempster, as treasurer

GENERAL COUNSEL'S REPORT
I. BACKGROUND
On November 29, 1985, the Commission found reason to believe

that the Sailors' Union of the Pacific ("the Union") violated

2 U.S.C. § 441b(a) by loaning general treasury funds of $11,500

to its separate segregated political fund. The Commission also

found reason to believe that the Sailors' Union of the Pacific
Political Fund ("Political Fund") and Paul Dempster, as
treasurer, violated 2 U.S.C. § 441b(a) by accepting loans of
$11,500 from the Union for use in connection with Federal
elections. 1In adddition, the Commission found reason to believe
the Political Fund committed reporting violations under 2 U.S.C.
§ 434(b) (3)(E), § 434(b) (8) and 11 C.F.R. § 104.11(a) in
connection with its disclosure of the loan activity. Notice of
the Commission's determination and requests for documents were
mailed to the Respondents on December 13, 1985.

Responding to the Commission's notice on January 10, 1986,
counsel for the Respondents requested to enter into conciliation
prior to a finding of probable cause to believe. See Attachment
l at 1-5. On February 4, 1986, the Respondents submitted
documents requested by the Commission. See Attachment 2 at 6-16.

ITI. DISCUSSION OF CONCILIATION AND CIVIL PENALTIES




III. RECOMMENDATONS

1.

Enter into conciliation with the Sailors' Union of the
Pacific prior to a finding of probable cause to
believe.

Enter into conciliation with the Sailors'

Union of the Pacific Political Fund and Paul Dempster,
as treasurer, prior to a finding of probable cause to
believe.

Approve the attached proposed conciliation agreement
for the Sailors' Union of the Pacific.

Approve the attached proposed conciliation agreement
for the Sailors' Union of the Pacific Political Fund
and Paul Dempster, as treasurer.

Approve and send the attached letter.

Charles N. Steele
General Counsel

Associate General Counsel




Attachments

1.

Response
Response
Proposed
Proposed
Proposed

received January 10, 1986

received Pebruary 4, 1986

conciliation agreement the Union
conciliation agreement for the Political Fund
letter
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- January 8, 1986

VIA PEDERAL EXPRESS

Mr. John Warren McGarry, Chairman
Federal Election Commission

1325 K Street, N.W.

Washington, D.C. 20463

Re: MUR 2107, Sailor's Union
of the Pacific Political Pund

Dear Mr. McGarry:

Your letter of December 13, 1985, has been forwarded to
me for response. As the below discussion indicates, we believe
that the transaction at issue herein raises certain
"definitional® issues for purposes of jurisdiction under 2 U.S.C.
§441b(a), and that, otherwise, the Pund has complied with the
reporting requirements incumbent upon it under the applicable
provisions and regulations of the Federal Blection Campaign Act
of 1971.

Discussion

A review of the General Counsel's Analysis, attached to
your correspondence, reflects the following allegations which
will be responded to in turn:

1% That the Pund violated 2 U.S.C. S§44lb(a)
by accepting loans totaling $11,500 from
the Sailor's Union of the Pacific to pay
federal taxes on the earned interest
income of the Fund.

Resgonse. Inasmuch as the challenged expenditure was
made to pay federal taxes accrued on earned interest, which
interest was not solicited or contributed to the Fund, the
acceptance of monies from the Sailor's Union of the Pacific to
make such payment is beyond the jurisdiction of 2 U.S.C. §44lb(a)
since the transfer of monies was not made "in connection with any
election to any political office, or in connection with any
primary election or political convention or caucus....”

Qtachrmend L
/




LAw OFFICES OF HENNING, WALSH & RITCHIE

Mr. John Warren McGarry, Chairman
Federal Election Commission
January 8, 1986 :

Page Two

The obligation to pay taxes upon earned interest on Pund
accounts predated the adoption of the Federal Election Campaign
Act of 1971, as did also the Sailor's Union of the Pacific
Political Fund; and, the payment of such taxes is functionally
separate from, and wholly unrelated to, any political activity of
any kind. And, this conclusion is not altered by Advisory
Opinion 1977-17 to the effect that taxes incurred on earned
interest are not "administrative® expenses within the meaning of
2 U.S.C. §441(b)(2)(c) since that opinion did not address the
threshold question of whether a tax obligation is "connected" to
political activity.

More importantly, under the peculiar facts of this case,
the provisions of Advisory Opinion 1979-23 would exclude the
within transaction from consideration under 2 U.S.C §§441b(a) and
441b(b)(2). As provided by Advisory Opinion 1979-23, it is only
where "a loan creates a legally enforceable obligation to repay"
that it can be found that "a contribution exists.®™ And that the
existence of a written instrument "could be determinative of the
question whether the transaction was in fact a loan rather than a
gift, and therefore ceased to be a contribution when repaid to
(the] lender.® 1Ibid. 1In sum, if the transaction did not qualify
as a "loan" within the meaning of Section 441b(b)(2), it would be
deemed a "gift" within the meaning of said section which when
“repaid® would be deemed a return of said "gift" to the original
party, thereby compelling a finding that a "contribution® did not
exist.

The subject transaction consisted of nothing more than a
journal transfer of $11,500 from the account of the Sailor's
Union of the Pacific Political Action Fund. No written
instrument memorialized the transaction, nor was a legally
enforceable loan created by virtue of said transaction because,
as a matter of California law, since the return of the "gift" was
not to, and did not, occur within a year, the transaction would
have to have been reduced to a written agreement to be
enforceable under the Statute of Frauds provisions of California
Civil Code Section 1624.




Law Orrices oF HENNING, WALSH & RITCHIR

Mr. John Warren McGarry, Chairman
Pederal Election Commission
January 8, 1986

Page Three

That the Pund violated 2 U.S.C §434(b)(E)
by failing to report the receipt of loans
totaling $4,500, including the identifi-
cation of the person making such loans,
the date and amount of value of such
loans.

Response. As reflected by the attached copy of the
Pund's Amende uly 7, 1983, Report of Receipts and Disburse-
ments, attached hereto as Exhibit A, the receipt of $7,000 is
listed as a loan to the Pund, for reporting purposes; and, as
reflected by the attached copy of the Fund's October 5, 1983,
Report of Receipts and Disbursements, attached hereto as Exhibit
B, the receipt of $4,500 is reflected in the increase of the
indebtedness of the Fund to the Sailor's Union of the Pacific to
$11,500. Notwithstanding the Commission's references to 1982
Reports as reflecting such transactions, no such evidence is
reflected on the copies of said reports retained by the Fund.

But, responding to the allegation of a failure to report
the $4,500 transaction, the attached 1983 Reports do in fact
reflect this increase in "indebtedness.®™ And, as to the
allegation that the Fund failed to itemize such transactions in
Schedule C to the Report, the Fund supplied all requested
information specified on the report form as applicable to the
instant transaction.

The provisions of 11 C.F.R. §104.2 mandate that all
required reports be filed on prescribed FEC forms, which filings
in this instance were made in conformance with the information
required by such form. The loan source was identified as the
"Sailor's Union of the Pacific," the purpose identifed as "for
taxes®”™ and the "original amount®” and "balance®” identified. The
provision of "terms,” "interest rate,” "List of All Endorsers or
Guarantors® was not supplied since such information and/or data
was not generated by the "journal entry" transaction effected
herein.




Law Orrices of HENNING, WALSH & RITCHIE

Mr. John Warren McGarry, Chairman
Pederal Election Commission
January 8, 1986

Page PFour

That the Fund violated 2 U.S.C. §434(b)
(8) by failing to disclose the amount and
nature of outstanding debts and obliga-
tions owed to the Sailor's Union of the
Pacific for loans received by the fund.

Response. See preceding Response (2). Also Exhibits B
and C hereto. The Pund has provided all information appropriate
to the instant transaction as per 11 C.F.R. §104.2

4. That the Fund violated 11 C.F.R. §104.11
(a) by failing to continuously report
outstanding debts owed to the Sailor's
Union of the Pacific for loans received
by the Pund.

Response. See preceding Response. The Fund has
complied with Section 104.11 by providing that information
required by the "Separate Schedules®™ provided by the FEC forms as

they pertained to the instant transaction.

Conclusion

For the foregoing reasons, the Pund would respectfully
submit that:

1. The instant transaction does not constitute a
"contribution® or "loan®" within the meaning of 2 U.S.C. §441b by
compulsion of Advisory Opinion 1979-23; and

2. The Pund has otherwise provided all available
information and data as generated by the journal entry
transaction at issue herein and in compliance with the provisions
of 11 C.P.R. §§104.2 and 104.1l1l(a).

And, as a result, we believe there is insufficient
evidence to support a findng of the statutory violations alleged
herein.




Law Orrices or HENNING, WALSH & RITCHIE

Mr. John Warren McGarry, Chairman
Pederal Blection Commission
January 8, 1986

Page Pive

Notwithstanding, as referenced by your communication,
the Fund is interested in pursuing pre-probable cause
conciliation in order that the issues raised herein be resolved
for futher filing purposes; and, for this purpose, this response
shall also be deemed a request for pre-probable cause
conciliation pursuant to the provisions of 11 C.P.R. §111.18(4d).

truly yours
% ‘&(//,

John P, Henning, Jr.
JFH/gcd: 2049
Enclosures

cc: Paul Dempster, President
Sailor's Union of the Pacific

P.S. A Statement of Designation of Counsel is also enclosed
herewith. As to the Request for Documents, as reflected
above, there was no memorialization of the transaction nor
was a check written by the Sailor's Union of the Pacific to
the Fund covering such transaction between January 1, 1982,
and May 1, 1985,
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KATHLEEN 8 XING ] 100 BUSNH STREEY SUITE 440 NEW YORK, NEW YORK 10023
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January 29, 1986 gl
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i ] ::Z 6
Mr., John Warren McGarry, Chairman 3
FPederal Election Commission o
1325 K Street, N.W. =
Washington, D.C. 20463 oo .
e L
ATTN: Beverly Kramer o

Re: MUR2107, Sailors' Union of the Pacific Political Fund

Dear Ms. Kramer:

Pursuant to our last discussion on this matter, I am
enclosing for your files the following documents:

(1) Copies of checks on payment of taxes to IRS from

January 6, 1983, through May 20, 1985, Exhibit A;

(2) Copies of checks amounting to $11,500 from the

Sailors' Union of the pacific to the Political
Fund, Exhibit B; and

(3) The Fund's 1982 tax return, filed on or about July

18, 1983, Exhibit C.

The sum of $11,500 was transferred into the account of
the Sailors' Union of the Pacific on April 24, 1985, from a
maturing certificate of deposit on the Fund's account for which
there is no transfer check, but I am enclosing a copy of our
internal books reflecting the transfe s\ Exhibit D.

ly yonrs

cc: Paul Dempster
B. Tynan
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JOHN F. HENNING. JR. HENNING, WALSH & Rchm{‘iE ; pr;,_c'pignsn

JEFFREY R WALSH

i kY]
Py ROBS & NS*
JAMES R RITCHIE Law Orrices L il S TN b ke
KATHLEEN 8 KING 100 BUSH STREET. SUITE 440 NEW YORK, NEW YORK 10023

VICTOR C THUESEN SAN FRANCISCO, CALIFORNIA 04104 TELEPHONE (212) 782:3566
OF COUNSEL TELEPHONE (415) 981-:4400 aka rr H " A l.t","ﬁ?,,“ o
JOHN PAUL JENNINGS @ . W v WASHINGTON, D.C.

o 5
January 29, 1986

Mr. John Warren McGarry, Chairman
Federal Election Commission

1325 K Street, N.W.

Washington, D.C. 20463

ATTN: Beverly Kramer

Re: MUR2107, Sailors' Union of the Pacific Political Fund

Dear Ms. Kramer:

Pursuant to our last discussion on this matter, I am
enclosing for your files the following documents:

(1) Copies of checks on payment of taxes to IRS from
January 6, 1983, through May 20, 1985, Exhibit A;

(2) Copies of checks amounting to $11,500 from the
Sailors' Union of the pacific to the Political
Fund, Exhibit B; and

(3) The Fund's 1982 tax return, filed on or about July
18, 1983, Exhibit C.

The sum of $11,500 was transferred into the account of
the Sailors' Union of the Pacific on April 24, 1985, from a
maturing certificate of deposit on the Fund's account for which
there is no transfer check, but I am enclosing a copy of our
internal books reflecting the transfer—as\ Exhibit D.

John FP. Henning, Jr.

cc: Paul Dempster
B. Tynan
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' January 8, 1986

VIA FEDERAL EXPRESS

Mr. John Warren McGarry, Chairman
Federal Election Commission

1325 K Street, N.W.

Washington, D.C. 20463

Re: MUR 2107, Sailor's Union
of the Pacific Political Fund

Dear Mr. McGarry:

Your letter of December 13, 1985, has been forwarded to
me for response. As the below discussion indicates, we believe
that the transaction at issue herein raises certain
"definitional" issues for purposes of jurisdiction under 2 U.S.C.
§441b(a), and that, otherwise, the Fund has complied with the
reporting requirements incumbent upon it under the applicable
provisions and regulations of the Federal Election Campaign Act
of 1971.

Discussion

A review of the General Counsel's Analysis, attached to
your correspondence, reflects the following allegations which
will be responded to in turn:

1% That the Fund violated 2 U.S.C. §441b(a)
by accepting loans totaling $11,500 from
the Sailor's Union of the Pacific to pay
federal taxes on the earned interest
income of the Fund.

Response. Inasmuch as the challenged expenditure was
made to pay federal taxes accrued on earned interest, which
interest was not solicited or contributed to the Fund, the
acceptance of monies from the Sailor's Union of the Pacific to
make such payment is beyond the jurisdiction of 2 U.S.C. §441b(a)
since the transfer of monies was not made "in connection with any
election to any political office, or in connection with any
primary election or political convention or caucus...."
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The obligation to pay taxes upon earned interest on Fund
accounts predated the adoption of the Federal Election Campaign
Act of 1971, as did also the Sailor's Union of the Pacific
Political Fund; and, the payment of such taxes is functionally
separate from, and wholly unrelated to, any political activity of
any kind. And, this conclusion is not altered by Advisory
Opinion 1977-17 to the effect that taxes incurred on earned
interest are not "administrative” expenses within the meaning of
2 U.S.C. §441(b)(2)(c) since that opinion did not address the
threshold question of whether a tax obligation is “"connected® to
political activity.

More importantly, under the peculiar facts of this case,
the provisions of Advisory Opinion 1979-23 would exclude the
within transaction from consideration under 2 U.S.C §§441b(a) and
441b(b)(2). As provided by Advisory Opinion 1979-23, it is only
where "a loan creates a legally enforceable obligation to repay"
that it can be found that "a contribution exists.™ And that the
existence of a written instrument "could be determinative of the
question whether the transaction was in fact a loan rather than a
gift, and therefore ceased to be a contribution when repaid to
[the] lender." 1Ibid. 1In sum, if the transaction did not qualify
as a "loan" within the meaning of Section 441b(b)(2), it would be
deemed a "gift" within the meaning of said section which when
"repaid” would be deemed a return of said “"gift" to the original
party, thereby compelling a finding that a “contribution" did not
exist.

The subject transaction consisted of nothing more than a
journal transfer of $11,500 from the account of the Sailor's
Union of the Pacific Political Action Fund. No written
instrument memorialized the transaction, nor was a legally
enforceable loan created by virtue of said transaction because,
as a matter of California law, since the return of the “"gift" was
not to, and d4id not, occur within a year, the transaction would
have to have been reduced to a written agreement to be
enforceable under the Statute of Frauds provisions of California
Civil Code Section 1624,
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That the Fund violated 2 U.S.C §434(b)(E)
by failing to report the receipt of loans
totaling $4,500, including the identifi-
cation of the person making such loans,
the date and amount of value of such
loans.

Response. As reflected by the attached copy of the
FPund's Amended July 7, 1983, Report of Receipts and Disburse-
ments, attached hereto as Exhibit A, the receipt of $7,000 is
listed as a loan to the Fund, for reporting purposes; and, as
reflected by the attached copy of the Fund's October 5, 1983,
Report of Receipts and Disbursements, attached hereto as Exhibit
B, the receipt of $4,500 is reflected in the increase of the
indebtedness of the Fund to the Sailor's Union of the Pacific to
$11,500. Notwithstanding the Commission's references to 1982
Reports as reflecting such transactions, no such evidence is
reflected on the copies of said reports retained by the Fund.

But, responding to the allegation of a failure to report
the $4,500 transaction, the attached 1983 Reports do in fact
reflect this increase in "indebtedness." And, as to the
allegation that the Fund failed to itemize such transactions in
Schedule C to the Report, the Fund supplied all requested
information specified on the report form as applicable to the
instant transaction.

The provisions of 11 C.F.R. §104.2 mandate that all
required reports be filed on prescribed FEC forms, which filings
in this instance were made in conformance with the information
required by such form. The loan source was identified as the
“Sailor's Union of the Pacific," the purpose identifed as "for
taxes” and the "original amount” and "balance" identified. The
provision of "terms," "interest rate,"™ "List of All Endorsers or
Guarantors® was not supplied since such information and/or data
was not generated by the "journal entry" transaction effected
herein.
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That the Fund violated 2 U.S.C. §434(b)
(8) by failing to disclose the amount and
nature of outstanding debts and obliga-
tions owed to the Sailor's Union of the
Pacific for loans received by the fund.

Response. See preceding Response (2). Also Exhibits B
and C hereto. The Fund has provided all information appropriate
to the instant transaction as per 11 C.F.R. §104.2

4. That the Fund violated 11 C.F.R. §104.11
(a) by failing to continuously report
outstanding debts owed to the Sailor's
Union of the Pacific for loans received
by the Fund.

Response. See preceding Response. The Fund has
complied with Section 104.11 by providing that information
required by the "Separate Schedules" provided by the FEC forms as

they pertained to the instant transaction.

Conclusion

For the foregoing reasons, the Fund would respectfully
submit that:

19 The instant transaction does not constitute a
"contribution® or "loan" within the meaning of 2 U.S.C. §44lb by
compulsion of Advisory Opinion 1979-23; and

2. The Fund has otherwise provided all available
information and data as generated by the journal entry
transaction at issue herein and in compliance with the provisions
of 11 C.,F.R. §§104.2 and 104.11(a).

And, as a result, we believe there is insufficient
evidence to support a findng of the statutory violations alleged
herein.
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Notwithstanding, as referenced by your communication,
the Fund is interested in pursuing pre-probable cause
conciliation in order that the issues raised herein be resolved
for futher filing purposes; and, for this purpose, this response
shall also be deemed a request for pre-~probable cause
conciliation pursuant to the provisions of 11 C.F.R. §111.18(d).

truly ours
J /

John F. Henning, Jr.
JFH/gcd: 2049
Enclosures

cc: Paul Dempster, President
Sailor's Union of the Pacific

P.S. A Statement of Designation of Counsel is also enclosed
herewith., As to the Request for Documents, as reflected
above, there was no memorialization of the transaction nor
was a check written by the Sailor's Union of the Pacific to
the Fund covering such transaction between January 1, 1982,
and May 1, 1985,
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$6a,213.97
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2 =

For turther information, contact:

Feders! Election Commission
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REPORT OF h:C:‘r‘la m\\Q LIdBUNRDCVILIY § O

For a Political Com‘n Other Than an Authorized Commi?

(Summary Page)

1. Name of Committee (in Full)
Sawor's UNniona 0 Tete ?ﬁ‘-\FoQ

Foricane Fuwd

4. TYPE OF REPORT (check appropriate boxes)
(a) [] Asril 15 Quarterly Report

D July 15 Quarterly Report
Address (Number and Street) ‘E October 15 Quarterly Report

4so HARRISory g-r [[] Jenuary 31 Year End Report
' . ] Juiv 31 Mid Year Report (Non-election Year Only)

City, State and ZIP Code D Monthly Report for
£ CA Q4105 [[] Tweltth day report preceding

4

(Type of Election)
electionon __________ in the State of

O Check if address is different than previously reported.
D Thirtieth day report following the General Election

2. FEC ldentification Number
coo - t\23 D on____________inthe State of

3.0 This committee qualified as a multicandidate com- D Termination Report

mittee during this Reporting Period on Is this Report an Amendment?
(date) O YES X NO

SUMMARY Column A | Column 8
This Period i Calendar Year-to-Date
i e .30.83
. Covering Period 7t 8 3 q 3 Ry

1105 ), BCash-oniHand:January X1 9= R e N e i . - o H V 3 GQ. 2‘]397

{b) Cash on Hand at Beginning of Reporting Period s 70 6. 27?2 o S R e .
{c) Total Receipts (from Line 18} $ 7 290.077 S 2\'61‘0 , 14

{d) Subtotal (add lines 6(b} and 6(c) for Column A and
lines 6(a) and 6(c) for Column B) 3 77' 907.29 |s Q " o090 .7 |

. Total Disbursements (from Line 28) s b 2 §8.00 |$ 15, 441 Yy
Cash on Hand at Close of Reporting Period (subtract line 7 from 6(d)) .. [ S T} |‘ 644.24 (s 0 (, G 49, ).C'

. Debts and Obligations Owed TO the Committee
(ltemize all on Schedule C or Schedule D) L3

. Debts and Obligations Owed BY the Committee W 0© :
{Itemize all on Schedule C or Schedule D) s | ,5 00 —

| certify that | have examined this Report and to the best of my knowiledge and beliet For further information, contact:
it is true, correct and compiete.
Feders! Election Commission

Auv m EMPSTER TollFreg 8004240830

Print Name of Treasurer
10-5-83

SIGNATURE OF TREASURER Date

NOTE: Submission of faise. erroneous. or incomplete informatign May subject the person signing this Report to the penaities of 2 U.S.C. §4379.

All previous versions of FEC FORM 3 and FEC FORM 33 are cbsolets and should no longer be used.

FEC FORM 3X (3/80)

EXHIBIT "B"




WEIAILED SUMIMARY rAut
of ipts and Disbursements .
ge 2, FEC FORM 3X)

Neme of Committes (in Full) Report Covering the Period:

Saol's Uhiew oF Teg %p{}a; meac Funo From: 7.1' 83 10 9.30.83
COLUMN A COLUMN B
Tots! This Period Calendar Yeer-to-Dete

I. RECEIPTS
11.CONTRIBUTIONS (other than loens) FROM:

(o) Individusis/Persons Other Than Political Committess

o0
{Memo Entry Unitemized $. 6-,2 e

(b) Political Party Committees
c) Other Political Committees

{d) TOTAL CONTRIBUTIONS (other than losns) (add 11a, 11b and 11c)

12.TRANSFERS FROM AFFILIATED/OTHER PARTY COMMITTEES

13.ALL LOANS RECEIVED

14.LOAN REPAYMENTS RECEIVED

15.0FFSETS TO OPERATING EXPENDITURES (Refunds. Rebates, etc.) . . . . . ..

16.REFUNDS OF CONTRIBUTIONS MADE TO FEDERAL CANDIDATES
AND OTHER POLITICAL COMMITTEES

il. DISBURSEMENTS

. 19.0PERATING EXPENDITURES

20.TRANSFERS TO AFFILIATED/OTHER PARTY COMMITTEES

21.CONTRIBUTIONS TO FEDERAL CANDIDATES AND
.~ OTHERPOLITICAL COMMITTEES

22.INDEPENDENT EXPENDITURES (Use Schedule E)

23.COORDINATED EXPENDITURES MADE BY PARTY COMMITTEES
(2 U.S.C. §441a(d)} (Use Schedule F)

24.LOAN REPAYMENTS MADE

i 25. LOANS MADE

™ 26.REFUNDS OF CONTRIBUTICNS TO:

-
o (@) Individuals/Persons Other Than Politicsl Committees

d) TOTAL CONTRIBUTION REFUNDS (add 26a, 26b and 26¢)

27.0THER DISBURSEMENTS

28. TOTAL DISBURSEMENTS (Add Lines 19, 20, 21, 22, 23, 24, 25, 26d and 27). . .
IN. NET CONTRIBUTIONS AND NET OPERATING EXPENDITURES

29.TOTAL CONTRIBUTIONS (other than losns) from Line 11d

30.TOTAL CONTRIBUTION REFUNDS from Line 260
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ITEMIZED DISBURSEMENTS
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of I . lor

(Use separate schedulels) for cach
cateqory of the Detaned

Summary Paye,

nformation copied from such Reports and Statements may not be sold or used by any person for the purpose of solciting contributions or f¢-
ercial purposes, other than using the naine and address of any pohitical committee 10 splicit contributions from such committee.
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IENDS OF GEORGE MiwLterk
5. Wex SBGY

TecoRD, C & 9'45'11.‘

Purpose ot Dishursement

_COMTRA AT o
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!
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Date (month,
day, year)

Amount ot kEach

| Dishursement This Heel

50 20

i1t Name, Maihing Address and ZIP Code
ARRARA BOXER
%ok el

A 4ol

Purpose ot Disbursement

Co TR BUTY oM )

Dishursement for 7~ Prumary /Gem.-ral

2 Other (specify):

Tn-ey

Date (month,
day, vear)

9.2¢-83 50 22

Amount ot Each

Disbursermant Th., ¥

it Name, Mailing Address and Z1P Code
e

o)

Purpose ot Disbursement ’
i

- _———— e, ——— - —— -4
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i
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'~

o
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o~

Purpose ot Disbursement

Dishursement for

T Prima-y, Senrgl
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)
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SCHEDULE ¢
{Revised, 3/80)

‘ LOANS

of __‘_, tor

UMBER __ __
rate scheduies

for esch numbered line)

Namo'of Committee (in Full)

| Smor's Unwen oF Tie Prucc

PouiTicAL Fusd

A. Full Name, Mailing Address and ZIP Code of Loan Source
SAORS UNio® OF THe Pﬁang_
Hoo HARRISo ST
CA Q4§
SE, 4 s

Election: OPrimary 0O General (specify):

FoRk TAXES

Original Amount
of Losn

I, $00%

Cumulistive Payment
‘l’q Dete

Balance Outstanding st
Clom of This Period

1,500

Date Incurred Date Due __.

Terms.

List Al Endorsers or Guarantors (it any) to item A

Interest Rate

%(apr)

Secured

1. Full Name, Mailing Address and ZIP Code

Name of Employer

Occupeation

Amount Guaranteed Outstanding:
s

2. Full Name, Maiting Address and 2IP Code

Name of Employer

Occupation

' Amount Guaranteed Outstanding:
S

3 Full Name, Mailing Address and ZIP Code

| Name of Employer

Occupation

Amount Guaranteed Outstand.ng:
S

B Full Name, Mailing Address and ZIP Code o! Loan Source

T
b

Eiection: ZPrimary = Genergl - Other (specity)

Original Amount
of Loan

Cumulative Payment
To Date

| Balance Outstanding at
Close of This Period

1
!
i
|

i

¢ Terms:  Date tncurred —— ..

Pate B e e

Interest Rate

- %lapr)

L, List Al Endorsers or Guarantore (1f anv) to Item B
.

1 Full Name Maihing Address and 21° Code

c‘v-

. Name of Employer

i Occupation
]
| i
| Amount Guaranteed Outstanag ng:
[F=teeS

2 Fuill Name, Mailing Address and ZIP Code

o

37 Ful Nane, Moiling Add-ess ana Z1P Code

i Name of Employer

|
|-
Occupation

mount Guaranteed Outstanding:
1 s

| Name of Emplover

73

-4

[Fms=intl=T ]
. Oc. upation

— . e — e = - - 4
. Arount Guaranteed Ou:aard -.q'i

i

SUBTOTALS Thi, Penod This “.ge optional;

TOTALS This Period liast page in this lin€ only) . . . . .

11,5002—

ALY S A
(\,S0022

Carry outstanding balance only to LINE 3, Schedule D, for this line. It no Schedule D, carry forward to appropriate line of s»mmrv_.




STATEMENT OF DESIGNATION OF COUNSEL

MUR 2107

NAME OF COUNSEL: John F. Henning, Jr.

ADDRESS: Henning, Walsh & Ritchie

100 Bush Street, Suite 440

San Francisco, California 94104

TELEPHONE: (415) 981-4400

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commi%sion.

December 26, 1985 ;?M;Q' EZE;@& :
Date Signature

Paul Dempster, Treasurer

RESPONDENT'S NAME: Sailors' Union of the Pacific Political Fund

ADDRESS : 450 Harrison Street

San Francisco, California 94105

HOME PHONE: - (415) 687-0638

BUSINESS PHONE: (415) 362-8363"




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 13, 1985

Paul Dempster, Treasurer ,

Sailor's Union of the Pacific Political Fund
450 Harrison Street

San Prancisco, California 94105

RE: MUR 2107

Sailor's Union of the
Pacific Political Fund
Paul Dempster, as treasurer

Dear Mr. Dempster:

On November 29 , 1985, the Federal Election Commission
determined that there is reason to believe the Sailor's Union of
the Pacific Political Pund and you, as treasurer, violated 2
U.S.C. § 441b(a) § 434(b)(3)(E), § 434(b)(8) and 11 C.F.R. §
104.11(a), provisions of the Federal Election Campaign Act of
1971, as amended. The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is
attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the committee. 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 request for documents, within fifteen days of your
receipt of this letter.

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.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so




® ®
=3=

that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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.

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Beverly
Kramer, the staff member assigned to this matter at (202) 523-

4143.

John Warren McGarry
Chairman

Enclosures
General Counsel’s Factual and Legal Analysis
Procedures
Designation of Counsel Sttement




REQUEST FOR DOCUMENTS

Sailor's Union of the Pacific
Political Fund

Paul Dempster, treasurer

450 Harrison Street

San Prancisco, California 94105

Please provide copies of all loan documents pertaining to
loans made by the Sailor's Union of the Pacific to the
Sailor's Union of the Pacific Political Fund between January
1, 1982 and May 1, 1985,

Please provide copies of all checks (front and back)
representing repayment to the Union by the Political PFund
for loans received between January 1, 1982 and May 1, 1985.




FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR No. 2107
STAFP R & TEL. NO.
Beverly Kramer (202) 523-4143

RESPONDENT: Sailor's Union of the Pacific

Political Fund
Paul Dempster, as treasurer
GENERATIOR OF MATTER
The Reports Analysis Division referred this matter to the

Office of the General Counsel on October 16, 1985.
SUMMARY OF ALLEGATIONS

It is alleged that the Sailor's Union of the Pacific
Political Fund and Paul Dempster, as treasurer, violated 2 U.S.C.
§ 441b(a) by accepting loans totalling $11,500 from its connected
organization to pay Federal taxes on the earned interest income
of the separate segregated fund.

Information in the referral raises the additional issues of
whether the Sailor's Union of the Pacific Political Fund and Paul
Dempster, as treasurer, violated:

- 2 U.S.C. § 434(b) (3) (E) by failing to report the
receipt of loans totalling $4,500 including the
identification of the person making such loans, the
date and amount of value of such loans.

2 U.S.C. § 434(b) (8) by failing to disclose the amount
and nature of outstanding debts and obligations owed to
the Union for loans received by the Political Fund.
11 C.F.R. § 104.11(a) by failing to continuously report
outstanding debts owed to the Union for loans received
by the Political Fund.
FACTUAL AND LEGAL ANALYSIS
s The Pacts

The Sailor's Union of the Pacific ("the Union®") is a "labor

organization® within the meaning of 2 U.S.C. § 441b(b) (1). The
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Sailor's Union of the Pacific Political Fund ("Political Pund®)

is the separate segregated fund of the Union and a "political

committee® within the meaning of 2 U.8.C. § 431(4) (B). Paul
Dempster is the treasurer of the Political Pund.

Reports and statements filed by the Political Fund reveal
that in 1982 and 1983 the Political Fund accepted several loans
totalling $11,500 from the Union to pay its Federal income taxes.
In an amendment to its 1983 July Quarterly report, the Political
Fund disclosed the receipt of a $7000 loan incurred on January 6,
1983 for which repayment was due July 1983. In its 1983 October
Quarterly report, the Political Fund reported an increase of
$4,500 in the amount of the loan from the Union but showed no
corresponding receipt of a loan in this amount. Subsequent
reports filed by the Political Fund disclosed an $11,500 loan
from the Union with a date incurred of "1982 and 1983."

On March 27, 1985, the Reports Analysis Division mailed a
request for additional information seeking clarification of the
nature of the $11,500 loan. A second notice was mailed on April
18, 1985 when the Political Fund failed to respond to the first
notice.

By letter dated April 26, 1985, Brandon Tynan, Controller of
the Union, advised the Commission that the loan was a series of
several loans made by the Union to the Political Fund to pay
Federal taxes that came due at a time when the operating account
of the Political Fund 4id not have enough money to pay the tax
when due and no investment was due to mature to transfer money to

cover it., The letter further advised that in order to correct
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this situation, the Political Pund would transfer money back to
the Union. On July 12, 1985, the Political Fund filed its 1985
Mid-Year Report which disclosed an $11,500 loan repayment to the
Union on April 24, 1985.

A review of Reports filed by the Political Fund in 1982
reveals that the Political Fund failed to report the receipt of
loans from the Union totalling $4,500. All receipts of the
Political Fund were listed as unitemized. Moreover, the reports
of the Political Pund failed to disclose outstanding debts and
obligations owed to the Union for the loans in question.

Payments for Federal taxes were included in the unitemized totals

for the operating expenditures of the Political Fund. However,

in the Political Fund's 1982 April Quarterly report, a memo entry
on the detailed summary page discloses payment of Federal taxes
in the amount of $3,297.79.

2. The Law

a. Reporting Requirements
Section 434 (b) (3) (E) of Title 2, United States Code,

requires the treasurer of a political committee to file reports
with the Commission disclosing the identification of each person
who makes a loan to the reporting committee during the reporting
period, together with the identification of any endorser or
guarantor of such loan, and date and amount of value of such
loan. See also 11 C.F.R. § 104.3(a) (4) (iv). The term "person"
as defined by the Act includes a labor organization. 2 U.S.C.

§ 431(1l).
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Section 434(b) (8) of Title 2, United States Code, requires

the treasurer of a political committee to file reports with the

Commission disclosing the amount and nature of outstanding debts

and obligations owed by such political committee. See also,
11 C.F.R. § 104.3(d). Debts and obligations owed by a political
committee which remain outstanding must be continuously reported
until extinguished, pursuant to 11l C.F.R. § 104.1l1l(a).

b. Section 441lb(a) - Prohibited Contributions

Section 441b(a) of Title 2, United States Code, prohibits a

labor organization from making a "contribution or expenditure® in
connection with Federal elections. This section also prohibits a
political committee from knowingly accepting such prohibited
contribution. For purposes of this section, the term
"contribution or expenditure” is defined broadly to prohibit
labor organizations from providing "any direct or indirect
payment..loan...to any candidate, campaign committee or political
party or organization"™ in connection with a federal election.

2 U.S.C. § 441b(b) (2). specifically excepted, however, are the
costs incurred for the establishment, administration and
solicitation of contributions to a separate segregated fund
utilized for political purposes by a labor organization.

2 U.S.C. § 441b(b) (2)(C). In Advisory Opinion 1977-19 the
Commission considered the issue of whether taxes incurred on the
earned interest income of a separate segregated fund are
"administrative™ expenses within the meaning of 2 U.S.C.

§ 441b(b) (2) (C) an concluded that they are not. The Commission

reasoned that "a tax obligation on income generated by the
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depositing in an interest bearing account of unused contributions
to a separate segregated fund is not incurred in the pursuit of
voluntary contributions, the maintenance of those contributions,

or the utilization of those contributions for political

purposes'.® See A.O0. 1977-19, Fed. Elec. Camp. Fin. Guide (CCH)
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3. Application of the Law to the PFacts

The record in this case reveals that in 1982 and 1983 the
Political Fund knowingly accepted loans from the Union totalling
$11,500, in violation of 2 U.S.C. § 441b(a).

The record further reveals that the Political Fund failed to
report the receipt of loans from the Union totalling $4,500 in
violation of 2 U.S.C. § 434(b)(3)(E). In addition, the record
reveals that the Political Fund failed disclose outstanding debts
and obligations owed by them to the Union, and that the Political
Fund failed to continuously report the outstanding debt and
obligation until it was extinguished, in violation of 2 U.S.C.

§ 434(b) (8) and 11 C.F.R. § 104.1l1(a).

In view of the foregoing, the Office of the General Counsel
recommends that the Commission take the following actions: (1)
open a matter under review; and (2) find reason to believe the
Political Pund and Paul Dempster, as treasurer, violated 2 U.S.C.
§§ 441b(a), 434(b) (3) (E), 434(b) (8) and 11 C.F.R. § 104.11(a).
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DEZSCRIPTICN OF PRELIMINARY PRCCZDURES

FCR PROCZSSING POSSIBLE VIOLATIONS DISCOVERED BY THE
FEDERAL ELECTION COMMISSICN

Pessible violations discovered during the normal ccurse
of the Ccnmission's supervisory responsibilities shall be
referred to the Enforcement Division of the Office of General
Counsel where they are assigned a MUR (Matter Under Review)
number, and 2ssigned to a sta2ff member.

Following review of the information which generated the

MUR, a2 reccmmendation on how to proceed cn the matter, which
ehall include preliminary legal and factual analysis, and any
infcrmaticn cempiled frem materials available to the Comnission
shall be subritted to the Commission. This initial report .
shall recomnend either: (a) that the Commissicn £inéd reason
to kbelieve that a possible violation of the Federal Zlectien
Campaign Act (FECA) may have occurred or is about to occur

and that the Ccmnission conduct an investication of the matter:;
or (b) that the Ccmnission find no reason to . believe that

a possible viclaticn of the FECA has occurred ané that the
Commiscsicn clecse the £ile on the matter.

: Thereafter, if the Ccmmission decides by an affirmative
vote cf four (4) Commissioners that there is reason to believe
that a violation of the Federal Election Campaign Act (FECA)
has been ccmmitted or is about to b= committed, the Office'
¢f the Generzl Ccunsel shall ogpea an investigaticn into th
matter. Upcn notification of the Commission's fzndzng(s),
within 15 davs a respondent(s) may submit any factual or legal
materials relevant .to the allegations. During the investication,
the Ccmmission shall have the pouer to subpoena documents, to
cubpcenz individuals to appear £ov depecsitions, and to order
anewers to interrogateries. The responaent(s) nay oe contacted
more than once by the Cennission in its investxga.ion.
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12, Curing this.period of investigation, the reszondent(s)
indicate 2 desire to enter into conciliaticn, the Office of :
General Counsel stafl may begin the conciliation Precess ‘prior:
to a2 £inding of prctable cause to believe a vioclation has

been ccmmnitted. Conciliation is an informal method -of confereace
ané Tersuvasicn to endeavor to ccrrect ©Or prevent a viclation of
the Fecderal Election Campaign Act (FECA). Fost often,  the
result of conciiiation is an agreement sicneé by the Cemmission
and the respondent(s). The Conciliation Agreement must be adcpted
by four votes of the Commission before it becomes final, After

sicnature by the Comnission and the respendent(s), the Cemmission
shall make public the Conciliation Agreenent.

[I£ the investication warrants), &né no conciliation agree-
ment is entered into prior to a probable cause to believe finding,
the General Counsel must notify the respondent(s) of his intent
to proceed to a vote on probable c2use to believe that a violaticn
cs the Federa)l Election Campaign Act (FZCr) has been committed or
is abcut to be ccumitted. Included with the notification to the
resscncent(s) shall be a brief setting forth the zesiticn of the
General Counsel on the legal and factual issues of the case.

- 8 Lo
f ) A ]

5 in 15 davs of receipt of such brief, the respondent(s; may
suzmit 2 briel peceing the position of responcent(s) znd replying
to "the brief of the General Counsel. Both brisfs will then be
filed with the Commission Secretary and will be ccnsideres by
the Ccmmissicn. Therealter, if the Commission determines Lv an
ve vete of fcuor (4) Commissioners,

celieve that a violation of the FZCx
out to be ccamitted conciliation must be 5
c at least 0 cays but net =
r is unable to correct or prevent any viol
uch conciliation the Office of Generzl Coun Te-
het tne Cecmniczion file a civil suit acazi he re-

te enfcrze the Federzl Blecticn Camzazicn O {TZCA).
the Ccocmmission may, upen an affirm e vete ¢f fcur
3 iorere, institute civil action for r f8inithe
urt cf the United States.
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See 2 U.S.C. § 437g, 11 C.F.R. Part 111.
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STATEMEWT OF DESIGMATION OF COUNMSEL

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commission.,

Signature




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 13, 1985

Paul Dempster, President
Sailor's Union of the Pacific
450 Barrison Street

San Prancisco, California 94105

RE: MUR 2107
Sailor's Union of the
Pacific

Dear Mr. Dempster:

On November 29 , 1985, the Federal Election Commission
determined that there is reason to believe the Sailor's Union of
the Pacific violated 2 U.8.C. § 441b(a), a provision of the
Pederal Election Campaign Act of 1971, as amended. 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 Union. 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 request
for documents, within fifteen days of your receipt of this
letter.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Union, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing., See 11 C.F.R.
§ 111,18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued., The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
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that it may complete its investigation of the matter. Purther,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. 1In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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.

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. 1If you have any questions, please contact Beverly
Kramer, the staff member assigned to this matter at (202) 523-

4143.

Sin 1y, é géi
John|Warre cGarry

Chaifman

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




REQUEST FOR DOCUMENTS

Sailor's Union of the Pacific
Paul Dempster, President

450 Harrison Street

San Prancisco, California 94105

Please provide copies of all loan documents pertaining to
loans made by the Sailor's Union of the Pacific to the
Sailor's Union of the Pacific Political Fund between January
1, 1982 and May 1, 1985.

Please provide copies of all bank statements, checks (front
and back) and deposit slips pertaining to loans made by the
Sailor's Union of the Pacific to the Sailor's Union of the
Pacific Political Fund between January 1, 1982 and May 1,
1985, and the repayment of such loans by the Political Fund.




FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS
MUR No. 2107
STAFF MEMBER & TEL. NO.
Beverly Kramer (202) 523-4143
RESPONDENT: Sailor's Union of the Pacific
GENERATION OF MATTER
The Reports Analysis Division referred this matter to the
Office of the General Counsel on October 16, 1985,
SUMMARY OF ALLEGATIONS

It is alleged that the Sailor‘'s Union of the Pacific

violated 2 U.S.C. § 441b(a) by loaning general treasury funds of

$11,500 to its separate segregated fund to pay Pederal taxes on

the earned interest income of the separate segregated fund.
FACTUAL AND LEGAL ANALYSIS

1. The Pacts

The Sailor's Union of the Pacific ("the Union") is a "labor
organization® within the meaning of 2 U.S.C. § 441b(b) (l1). The
Sailor's Union of the Pacific Political Fund ("Political Pund®)
is the separate segregated fund of the Union and a "political
committee® within the meaning of 2 U.S.C. § 431(4)(B). Paul
Dempster is the treasurer of the Political Fund.

Reports and statements filed by the Political Fund reveal
that in 1982 and 1983 the Political Fund accepted several loans
totalling $11,500 from the Union to pay its Federal income taxes.
In an amendment to its 1983 July Quarterly report, the Political
Fund disclosed the receipt of a $7000 loan incurred on January 6,
1983 for which repayment was due July 1983. 1In its 1983 October

Quarterly report, the Political Fund reported an increase of
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$4,500 in the amount of the loan from the Union but showed no
corresponding receipt of a loan in this amount. Subsequent
reports filed by the Political Fund disclosed an $11,500 loan
from the Union with a date incurred of "1982 and 1983."
On March 27, 1985, the Reports Analysis Division mailed a
request for additional information seeking clarification of the

nature of the $11,500 loan. A second notice was mailed on April

18, 1985 when the Political Fund failed to respond to the first

notice.

By letter dated April 26, 1985, Brandon Tynan, Controller of
the Union, advised the Commission that the loan was a series of
several loans made by the Union to the Political Fund to pay
Federal taxes that came due at a time when the operating account
of the Political Fund did not have enough money to pay the tax
when due and no investment was due to mature to transfer money to
cover it. The letter further advised that in order to correct
this situation, the Political Fund would transfer money back to
the Union. On July 12, 1985, the Political FPund filed its 1985
Mid-Year Report which disclosed an $11,500 loan repayment to the
Union on April 24, 198S.

2. The Law
Section 441b(a) of Title 2, United States Code, prohibits a

labor organization from making a "contribution or expenditure®" in
connection with Federal elections. This section also prohibits a
political committee from knowingly accepting such prohibited
contribution. For purposes of this section, the term

"contribution or expenditure” is defined broadly to prohibit

labor organizations from providing "any direct or indirect
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payment..loan...to any candidate, campaign committee or political
party or organization®” in connection with a federal election.
2 U.S.C. § 441b(b) (2). Specifically excepted, however, are the
costs incurred for the establishment, administration and
solicitation of contributions to a separate segregated fund
utilized for political purposes by a labor organization.
2 U.S.C. § 441b(b) (2) (C). In Advisory Opinion 1977-19 the
Commission considered the issue of whether taxes incurred on the
earned interest income of a separate segregated fund are
"administrative" expenses within the meaning of 2 U.S.C.
§ 441b(b) (2) (C) an concluded that they are not. The Commission
reasoned that "a tax obligation on income generated by the
depositing in an interest bearing account of unused contributions
to a separate segregated fund is not incurred in the pursuit of
voluntary contributions, the maintenance of those contributions,

or the utilization of those contributions for political

purposes'." See A.O0. 1977-19, Fed. Elec. Camp. Fin. Guide (CCH)
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3. Application of the Law to the Pacts

The record in this case reveals that in 1982 and 1983 the
Union made loans totalling $11,500 to the Political Fund in
violation of 2 U.S.C. § 44l1lb(a). Accordingly, the Office of the
General Counsel recommends that the Commission take the following
actions: (1) open a matter under review; and (2) find reason to

believe the Union violated 2 U.S.C. § 441b(a).




DESCRIPTION OF PRELIMINARY PRCCZDURES
FOR PROCESSING POSSIBLE VIOLATIONS DISCOVERED BY TEE
FEDERAL ELECTION COMMISSICN

Possible violations discovered during the normal ccurse
of the Cemmission's supervisory responsibilities shall be
referred to the Enforcement Division of the Office of General
Counsel where they are assigned a MUR (Matter Under Review)
number, and assigned to 2 staff member.

Following review of the information which generated the
MUR, a2 reccmmendation on how to proceed on the matter, which
cshall include preliminary legal and factuval analysis, and any
infcrmaticon ccmpiled from materials availzble to the Commission
shall be submitted to the Commission. This initizl report
shall recommend either: (a) that the Commissicn £iné reason
to believe that a possible violation of the Federal Electien
Campaign Act (FECA) may have occurred or is about to occur
and that the Ccmmnission conduct an investication of the matter;
or (b) that the Ccmnission finé no reason to believe that
a possible viclatien of the FECA has occurred zné that the
Commiscsicn close the £ile on the matter. '

_ Thereafter, if the Ccmmission decides by an affirmative
vote of four (4) Comnissioners that there is reason to believe
thaet 2 violation of the Federal Election Campaign Act (FECA)
has been ccmmitted or is about to b2 committed, the Office’
cf the Generzl Ccunsel shall open an investigaticn into the
matter. Upcn notification of the Commission's finding(s),
within 15 Gavs a respondent(s) may submit any factual or legal
e £ - . *
materials relevant .to the allegations. During the investication,
the Ccmmission shall have the power to subpoena documents, to
cubpcenaz individuals to appear for Gepcsitions, and to order
ancwers to interrogatcries. The respondent(s) may De contacted
more than once by the Ccmmission in its investigation.
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2%, éuring this.period of investigation, the respondunt(s)
indicate a cesire to enter into conciliation, the Office of
Genecal Counsel stafl may begin the conciliation process ‘prior
to a £inding of probtable cause to believe a violation has

been ccmmitted. Conciliation is an informal method -of confereace
ané persvasion to endeavor to correct Or prevent a violation of
the Federal Election Campaign Act (FECA). Most often, ' the
result of conciliation is an agreement signed by the Ccanission
and the responéent(s). The Conciliation hAgreement must be adcpted
by -four votes of the Commission before it becomes final. After
sicnature by the Cornission and the respondent(s), the Ccmmissicon
shall make pudblic the Conciliation Agreenent.

[I£ the investication warrants), ané no conciliation agree-
nent is entered into prior to a probable cause to believe £inéding,
the General Counsel must notify the respondent(s) of his intent
to proceed to a vote on probable cause to believe that a violaticn
cf the Federal Flection Campaign Act (FECh) has been committed or
is abcut to be ccmmitted. Included with the notification to the
resccncent(s) shall be a brief setting forth the sositicn of the

~ . Generel Counsel on the legal and factual issues of the case.
#¥ithin 15 8avs cof receipt of- such brief, the responcent(si may

suimit 2 brieZ poeing the position of respondent(s) anéd replying

oo to 'the brief of the General Counsel. Both briefs will then be
filed with the Commission Secretary and will be ccnsicderes by

the Ccmmissicon. Thereafter, if the Cocmmission determines Lv en
o gffirmative vete of fcur (4) Conmissioners, that there is prchbadle

cecse tc celieve that a violation of the FECA has Dbeen committed

or-is about to be ccumitted conciliation must be undertaken for
L 2 cericé of at least 20 days but nct mcre than 90 Sazys. 1If the

Ccmnmissicn is unable to correct or prevent a2ny violaticn cf the
f2C~ throuch conciliation the Office of Generzl Counsel may re-
cermmzané that tne Cemmicsion file a civil suit acainst the re-
sserndent{e) tc enfcrce the FTederal EBlecticn Camzaicn ict {TDCh).
Trhevezfier, the Ccumission may, vpen 2n affirmative vcte cf fcur
(4) Ccmmissionecs, institute civil action for relief in the
District Cocurt cf the United States.

See 2 U.S.C. § 437g, 11 C.F.R. Part 111.
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STATEMENT OF DESIGNATION OF COUMSEL

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commission,

Signature




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

RAD Ref. 85L-42( N .;UD’D

Sailor's Union of the Pacific

Sailor's Union of the Pacific
Political Fund

Paul Dempster, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on November 29,
1985, the Commission decided by a vote of 5-0 to take

the following actions in RAD Ref. 85L-42:

Open a matter under review.

Find reason to believe the Sailor's
Union of the Pacific violated
2 U.S.C. § 441b(a).

Find reason to believe the Sailor's
Union of the Pacific Political Fund
and Paul Dempster, as treasurer,
violated 2 U.S.C. § 441b(a).

Find reason to believe the Sailor's
Union of the Pacific Political Fund
and Paul Dempster, as treasurer,
violated 2 U.S.C. § 434(b) (3) (E).

Find reason to believe that the Sailor's
Union of the Pacific Political Fund and
Paul Dempster, as treasurer, violated

2 U.S.C. § 434(b) (8) and 11 C.F.R.

§ 104.11(a).

(continued)




Approve and send the letters with the
General Counsel's Factual and Legal
Analysis attached to the First General
Counsel's Report signed November 21, 198S5.

Approve and send the requests for documents
attached to the First General Counsel's
Report signed November 21, 1985.
Commissioners Aikens, Elliott, Harris, Josefiak, and
McGarry voted affirmatively for this decision; Commissioner

McDonald did not cast a vote.

Attest:

: | | A
deMf e /o («(/)Z,//z’ . 2

/Marjorie W. Emmons
Secretary of the Commission

Rgceived in Office of Commission Secretary: Mon., 11-25-85,
Circulated on 48 hour tally basis: Tues., 11-26-85,
Deadline for vote: Fri., 11-29-85,




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

MEMORANDUM

TO: Office of the Commission Secretary

FROM: Office of General Counselfzrwf!3

DATE: November 22, 1985

SUBJECT: Rad Referral 85L - 42 - 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 Compliance
Sensitive
Non-Sensitive [ ] Audit Matters

24 Hour No Objection Litigation
Sensitive
Non-Sensitive Closed MUR Letters

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




FEDERAL ELECTION COMMISSION
1325 K Street, N.W,
Washington, D.C. 20463
Ao A 28 P?,' : ‘l

FIRST GENERAL COUNSEL'S REPORT L2

DATE AND TIME OF TRANSMITTAL RAD REFERRAL # 85L-42
BY OGC TO THE COMMISSION l11-22-85 STAFF MEMBER
3:30pm Beverly Kramer

SOURCE : INTERNALLY GENERATED
RESPONDENTS ; Sailor's Union of the Pacific
Sailor's Union of the Pacific
Political Fund
Paul Dempster, as treasurer
RELEVANT STATUTE: 2 441b (a)
2 434 (b) (3) (E)
2 434 (b) (8)
11 104.3(a) (4) (iv)
11 104.3(4)
11 104.11 (a)

INTERNAL REPORTS CHECKED: Public Recorad
Advisory Opinion 1977-19

FEDERAL AGENCIES CHECKED: None
GENERATION OF MATTER
The Reports Analysis Division referred this matter to the
Office of the General Counsel on October 16, 1985. See
Attachment 1 at 1-14.
SUMMARY OF ALLEGATIONS
It is alleged that the Sailor's Union of the Pacific
violated 2 U.S.C. § 441b(a) by loaning general treasury funds of
$11,500 to its separate segregated fund to pay Federal taxes on
the earned interest income of the separate segregated fund. 1In
addition, it is alleged that the Sailor's Union of the Pacific
Political Fund and Paul Dempster, as treasurer, violated 2 U.S.C.

§ 441b(a) by accepting loans totalling $11,500 from its connected

organization to pay Federal taxes on the earned interest income
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of the separate segregated fund.

Information in the referral raises the additional issues of
whether the Sailor's Union of the Pacific Political Fund and Paul
Dempster, as treasurer, violated:

= 2 U.S.C. § 434(b) (3)(E) by failing to report the

receipt of loans totalling $4,500 including the
identification of the person making such loans, the
date and amount of value of such loans.
2 U.S.C. § 434(b) (8) by failing to disclose the amount
and nature of outstanding debts and obligations owed to
the Union for loans received by the Political Fund.
11 C.F.R. § 104.11(a) by failing to continuously report
outstanding debts owed to the Union for loans received
by the Political Fund.

FACTUAL AND LEGAL ANALYSIS

The Facts

The Sailor's Union of the Pacific ("the Union") is a "labor
organization" within the meaning of 2 U.S.C. § 441b(b) (1). The
Sailor's Union of the Pacific Political Fund ("Political Fund")
is the separate segregated fund of the Union and a "political
committee” within the meaning of 2 U.S.C. § 431(4) (B). Paul
Dempster is the treasurer of the Political Fund.

Reports and statements filed by the Political Fund reveal
that in 1982 and 1983 the Political Fund accepted several loans
totalling $11,500 from the Union to pay its Federal income taxes.

In an amendment to its 1983 July Quarterly report, the Political

Fund disclosed the receipt of a $7000 loan incurred on January 6,

1983 for which repayment was due July 1983. See Attachment 1 at

6. In its 1983 October Quarterly report, the Political Fund
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reported an increase of $4,500 in the amount of the loan from the

Union but showed no corresponding receipt of a loan in this

amount. See Attachment 1 at 7. Subsequent reports filed by the

Political Fund disclosed an $11,500 loan from the Union with a
date incurred of "1982 and 1983." See Attachment 1 at 8.

On March 27, 1985, the Reports Analysis Division mailed a
request for additional information seeking clarification of the
nature of the $11,500 loan. See Attachment 1 at 9. A second
notice was mailed on April 18, 1985 when the Political Fund failed
to respond to the first notice. See Attachment 1 at 10.

By letter dated April 26, 1985, Brandon Tynan, Controller of
the Union, advised the Commission that the loan was a series of
several loans made by the Union to the Political Fund to pay
Federal taxes that came due at a time when the operating account
of the Political Fund did not have enough money to pay the tax
when due and no investment was due to mature to transfer money to
cover it. The letter further advised that in order to correct
this situation, the Political Fund would transfer money back to
the Union. See Attachment 1 at 12. On July 12, 1985, the
Political Fund filed its 1985 Mid-Year Report which disclosed an
$11,500 loan repayment to the Union on April 24, 1985. See
Attachment 1 at 13.

A review of Reports filed by the Political Fund in 1982
reveals that the Political Fund failed to report the receipt of

loans from the Union totalling $4,500. All receipts of the
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Political Fund were listed as unitemized. Moreover, the reports
of the Political Fund failed to disclose outstanding debts and
obligations owed to the Union for the loans in question.
Payments for Federal taxes were included in the unitemized totals
for the operating expenditures of the Political Fund. However,
in the Political Fund's 1982 April Quarterly report, a memo entry
on the detailed summary page discloses payment of Federal taxes
in the amount of $3,297.79. See Attachment 2 at 15.
2, The Law

a. Reporting Requirements

Section 434 (b) (3) (E) of Title 2, United States Code,

requires the treasurer of a political committee to file reports
with the Commission disclosing the identification of each person
who makes a loan to the reporting committee during the reporting
period, together with the identification of any endorser or

guarantor of such loan, and date and amount of value of such

loan. See also 11 C.F.R. § 104.3(a) (4) (iv). The term "person”

as defined by the Act includes a labor organization. 2 U.S.C.
§ 431(11).

Section 434(b) (8) of Title 2, United States Code, requires

the treasurer of a political committee to file reports with the
Commission disclosing the amount and nature of outstanding debts
and obligations owed by such political committee. See also,

11 C.F.R. § 104.3(d). Debts and obligations owed by a political
committee which remain outstanding must be continuously reported

until extinguished, pursuant to 11 C.F.R. § 104.11l(a).
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b. Section 441b(a) - Prohibited Contributions

Section 441b(a) of Title 2, United States Code, prohibits a

labor organization from making a "contribution or expenditure" in
connection with Federal elections. This section also prohibits a
political committee from knowingly accepting such prohibited
contribution. For purposes of this section, the term
"contribution or expenditure" is defined broadly to prohibit
labor organizations from providing "any direct or indirect
payment..loan...to any candidate, campaign committee or political
party or organization" in connection with a federal election.

2 U.S.C. § 441b(b) (2). sSpecifically excepted, however, are the
costs incurred for the establishment, administration and
solicitation of contributions to a separate segregated fund
utilized for political purposes by a labor organization.

2 U.S.C. § 441b(b) (2) (C). In Advisory Opinion 1977-19 the
Commission considered the issue of whether taxes incurred on the
earned interest income of a separate segregated fund are
"administrative" expenses within the meaning of 2 U.S.C.

§ 441b(b) (2) (C) an concluded that they are not. The Commission
reasoned that "a tax obligation on income generated by the
depositing in an interest bearing account of unused contributions
to a separate segregated fund is not incurred in the pursuit of
voluntary contributions, the maintenance of those contributions,
or the utilization of those contributions for political
purposes'." See A.0. 1977-19, Fed. Elec. Camp. Fin. Guide (CCH)

{ 5252.
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Ba Application of the Law to the PFacts

The record in this case reveals that in 1982 and 1983 the

Union made loans totalling $11,500 to the Political Fund in

violation of 2 U.S.C. § 441b(a), and that the Political Fund
knowingly accepted such loans in violation of 2 U.S.C. § 44lb(a).

The record further reveals that the Political Fund failed to
report the receipt of loans from the Union totalling $4,500 in
violation of 2 U.S.C. § 434(b)(3)(E). In addition, the record
reveals that the Political Fund failed disclose outstanding debts
and obligations owed by them to the Union, and that the Political
Fund failed to continuously report the outstanding debt and
obligation until it was extinguished, in violation of 2 U.S.C.

§ 434(b) (8) and 11 C.F.R. § 104.11(a).

In view of the foregoing, the Office of the General Counsel
recommends that the Commission take the following actions: (1)
open a matter under review; (2) find reason to believe the Union
violated 2 U.S.C. § 441b(a); (3) find reason to believe the
Political Fund and Paul Dempster, as treasurer, violated 2 U.S.C.
§§ 441b(a), 434(b)(3)(E), 434(b) (8) and 11 C.F.R. § 104.11l(a).

RECOMMENDATIONS

Open a matter under review.

Find reason to believe the Sailor's Union of the Pacific
violated 2 U.S.C. § 441lb(a).

Find reason to believe the Sailor's Union of the Pacific
Political Fund and Paul Dempster, as treasurer violated 2
U.S.C. § 441b(a).

Find reason to believe the Sailor's Union of the Pacific
Political Fund and Paul Dempster, as treasurer, violated
2 U,S.C. § 434(b) (3)(E).

Find reason to believe that the Sailor's Union of the
Pacific Political Fund and Paul Dempster, as treasurer,
violated 2 U.S.C. § 434(b)(8) and 11 C.F.R. § 104.11(a).
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5k Approve and send the attached letters with the General
Counsel's Factual and Legal Analyses.

6. Approve and send the attached requests for documents.

Charles N. Steele
Generak\?ounsel

Date

Associate General Counsel

Attachments

l.
2.
3.

4.

RAD Referral (pp.l-14)
1982 April Quarterly keport-Detailed Summary Page (p.l5)
Letter, General Counsel's Factual and Legal Analysis,
Requests for Documents to the Union (pp.l16-21)

Letter, General Counsel's Factual and Legal Analysis,
Requests for Documents to the Political Fund. (pp.22-29)
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

16 October 1985

CHARLES N. STEELE
GENERAL COUNSEL

THROUGH: JOHN C. SURINA 9’ /
STAFF DIRECTOR/

FROM: JOHN D. GIBSON
ASSISTANT STAFF|{PIRECTOR
REPORTS ANALYSIS DIVISION

REFERRAL OF THE SAILOR'S UNION OF THE PACIFIC
POLITICAL FUND

This is a referral of the Sailor's Union of the Pacific
Political Fund ("the Fund"). Sailor's Union of the Pacific, the
Fund's connected organization, loaned $11,500 to the Fund to pay
1120 POL taxes. The money was later repaid to the connected
organization once the Fund was notified of the apparent
violation. According to the RAD Review and Referral Procedures
for Unauthorized Committees (Standard 7), this matter requires
further examination by your office.

If you have any questions, please contact Anthony Raymond at
523-4048.

Attachment




REPORTS ANALYSIS REFERRAL
TO
OFFICE OF GENERAL COUNSEL

DATE: 16 October 1985

ANALYST: Anthony Raymond

I. COMMITTEE: Sailor's Union of the Pacific Political
Fund (C00011338)
Paul Dempster, Treasurer
450 Harrison Street
San Francisco, CA 94105

RELEVANT STATUTE: 2 U.S.C. §441b(a)
11 CFR 102.5

BACKGROUND:

The Amended 1983 July Quarterly Report filed by the
Sailor's Union of the Pacific Political Fund ("the Fund")
disclosed a $7,000 loan owed to its connected organization,
Sailor's Union of the Pacific ("the Union"), for "IRS taxes"
(Attachment 2). The loan was incurred on January 6, 1983
and had a July 1983 due date. The 1983 October Quarterly
Report disclosed an additional $4,500 loan received from the
Union (Attachment 3). Schedule C of the report disclosed a
total of $11,500 owed to the Union, but did not disclose any
terms for the 1loan. Schedule C of the Fund's 1984 April
Quarterly Report disclosed the $11,500 loan from the Union
with a date incurred of "1982 & 1983" (Attachment 4). All
subsequent reports filed by the Fund through the 1984 Year
End Report continued to disclose the §11,500 loan.

A Request for Additional Information ("RFAI") for the
1984 Year End Report was sent to the Fund on March 27, 1985
requesting clarification on the nature of the $11,500 loan
(Attachment 5S). A Second Notice was mailed on April 18,
1985 for failure to respond to the initial RFAI (Attachment
6).

Oon April 23, 1985, Brandon Tynan, Controller of the
Union, called the Reports Analysis Division ("RAD") analyst
in response to the RFAI. Mr. Tynan explained that the
$11,500 debt was an accumulation of several loans made by
the Union to the Fund to pay 1120 POL taxes. Mr. Tynan
stated that the Union had paid the taxes since the Fund's




SAILOR'S UNION OF THE PAGIFIC
POLITICAL FUND

REPORTS ANALYSIS OGC REPFPERRAL

PAGE 2

operating account was low and none of the Fund's investments
were due to mature. He also indicated that the Union would
be repaid as soon as possible (Attachment 7).

Mr. Tynan submitted a written capsulization of the above
conversation on April 26, 1985 (Attachment 8). On July 12,
1985, the Pund filed 1its 1985 Mid-Year Report which
disclosed an $11,500 1loan repayment to its connected
organization. The loan repayment occurred on April 24, 1985
(Attachment 9).

On July 31, 1985, an Informational Notice was sent to
the Fund to acknowledge the payment of the loan owed to the
Union, and to notify the Fund of the possibility that the
Commission may take further 1legal steps concerning the
matter (Attachment 10).

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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1983 STATEMENT OF ORGANIZATION - AMENDMENT 27JUNB3
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All reports have been reviewed.
Ending cash on hand as of 12/31/84: $70,225.00

Outstanding debts and obligations owed by the conmittee as of 12/31/84: $11,500.00
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FEDERAL ELECTION COMMISSION
WASHINGAON DG . Xide

RQ-2

iR
or's Union O acific

Political Pund MAR 27 18§
430 Bacrison Street

San Prancisco, CA 94105

Identification Numbers C€00011330
Reference: 1984 Year End Report (10/1/84-12/31/84)

Dear Nr. Dempster:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemiszation follows:

-Please clarify the nature of the $11,500 loan owed to
your connected organization. Specifically, please give
ahdet:ilcd description of purpose, terms and history of
this loan.

An amendment to your original report(s) correcting the above
problem(s) should be filed with the PFederal Election Commission
within fifteen (15) days of the date of this letter. If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 523-4048.

Sincerely,

Y, A

Anthony/ Raymond
Reports Analyst
Reports Analyais Division
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Séontification Bumbecs COOL11398
Beference: 1964 Year-Bnd Report (10/1/04-12/31/84)
Dear fir. Deapeter:

This letter is to inform you that as of April 17, 1983, the
Commission has amot creceived ¢ sesponse €O our request for
additionsl {nfocmation, d&a Macch 27, 198S. that notice
;muud faformstion essential to full pubdblic disclosure of your

tal electica financial activity and ©o ensure compliance with
provisions of the Pederal Blection Campaign Act (the Act). A
oopy of our original reguest is enclosed.

If no cesponse {s teceived within fifteen (135) Says from the
date of this notice, the Commission may choose to faitiate audit
or legal enforcement action.

If you should have any questions related to this matter,
please contact Anthony Raymond on our toll-free number (800) 424-
9530 or our local number (202) 523-4048.

Sincerely,

Q ot

John D. Gibson
Assistant Staff Director
Reports Analysis Division

Enclosure




’ TELECON .
ANALYST: Tony Raymond |
CONVERSATION WITH: Brandon Tynan
COMMITTEE: Sailors' Union of the Pacific
DATE: 4/22/85
SUBJECT(S): RFAI on 1984 Year End Report

Mr. Tynan explainea that the $11,500 debt referred to in the RFAI was an accumulation
of several loans made by Sailors' Union to the PAC to pay POL taxes. Mr. Tynan

went on to say that the taxes were paid by the connected organization since the

PAC's operating account was low and since none of the PAC's investments were ready
to mature.

I told Mr. Tynan that the PAC should reimburse the connected organization
immediately and state so in his response. In addition, I told Mr. Tynan to put
his expla nation down in writing and submit it as a response to the RFAI.
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o ® LT ogre
Jailors' Union QUL of tie Facific

APPNAATED TITH T8 GEAPAGDAS INTEANATIONAL o0 9 GONTH ABENICA A 0 4.-C 10,

NEADQUARTIRS 450 NARRION STALEY
S4B FRANCINCO. CALIPODNIA 04100

April 23, 198S

John D. Gibson
Assistant Staff Director
Reports Analysis Division
~ Federal Election Commission

= Washington, D.C. 20463
© Identification Number: C0001138
: X Reference: 1934 Year-End Report (10/1/84-13/31/84)
1 :; Dear Mr. Gibson:
¥ Your letter of April 18, 1985 received.
SN Mr. Raymond's letter of March 27, 1985 was not
= received to our knowledge.
c; At Mr. Dempster's request i con:acted 'ir. Anthony .

today by telephone and herein submit the following
information which will hooefully clear up the natter.

)

1

The loan in question was a series of several loans
made by the Sailor's ULnion to the Saiior's Union of the
Pacific Political Fund to pay 1120 POL taxes that came
due at a time when the overating account of the Political
Fund did not have enough money to pay the tax when due

and no investment was due to mature to transfer money to
cover it.

. I will correct this situation and transfer money
from the Political Fund investment back to the Sailor’'s
immediately and this will be reflected on the next
quarterly report to the Election Commission.

If there is any other informaticn vou need my number

is (41S) 543-713S.
cere
P ———
randon TYfan, cController :
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L 1985 Mid-Year Report

" SCHEDULE B ITEMNZED DISBURSEMENTS

?:.l_u..l.h

RAe mPraw whotvisls! e eash
esmgery of e Ovastes

Any iermesion casved fram wch Reerts and SLo10ments Moy A0t 5 1940 & VIDE Dy Sty GEren 167 1A0 PUIBOW o IDISHNY EINY Butent er fes
COMMIIES PPem, S1he? RSN VIR Py ASRE ond S80:01 0! SRy BEMILS LOTURIISS 1D 18ME 1 COPNBURENS HEM WER COMMda e

SNome of Commirnge (» Futt)

Sailor's Union of the Pacific Political Pund

A. Full Nama, Msiling Addven ond 3V Cote

450 Rarrison Street
San Prancisco, CA 94105

Sailor's Union of the Pacific

| Aorpete of Dishurssmont

anureengne tg- 1P i ge

Uther intsmy ity b

. Gt Nema_ Modmg Addvonm snd 2 W Code

Purnteme ot Dishrwgeine e

" (Nurerseman: for  TPremary

‘s Qe hpeeity)

Loan Repayment

- ——— —

B2 Coo@ Anuum of Ee

"{1,360.00

UL

YT

et

B,y qes0 »'0 o
Cidvaregenieog Pn.g Pevead

1038 ~ wnree

Jas. eve’!

— -

Cwrrora

. Butt Nome. Modiing ASSron and 2W Code

i Purpew of Duburssment

Orvnucaenent tor IP 0-' .

- Ouvee (vpeciiy)

Date ‘o Amount ot Lach

fov vear' O urermant T A g

it Nome Moahng ASdren and 2P Code

Purpuw ¥ Duibursamens

. 6u~naﬂﬂu 0y 0 gy

Ot (emgete )

AR et
Voalos wp men: Yo | P

Dot meupon al

toe o0

Fuit Nome_ Mo ng Addron ond TW Code

Puinase 0 1Digtne vomens

Dhapyswrre.0t Nye Somy,

. Dener sumegily

~N
9
©

o
™~
<«
)
-
c
‘A
g

Eun Nome Moiiing Addiew snd 2W Cade

F o Mome Mading Adersm ond 70 Cose

@ oiigee ¢ 1) ot rgemeny

1% 2or promons 04

D T S

P cpivee 30 10 AR ey

So.u-wmv 0 P my

i Ome

Loftew gyl

Sull Nome Uun.mul'i:do

Purdnw 3 "Van swmens

| Ortburtement e “Brumg.
1 Orver oseity)

1 Pul Name Msing Addron ang 2W Codd

", Purpne o1 D inarsemeny

N Burwmen: ¢

« Qe e ‘el

SUBTOTAL » .0 o vomty TRy Oy L9 g

P e

TOTAL ™ ( Por.ad tant 1age N8 .- W0 - DO 3R,

QMm@ t 0 tor®
tah, @wert t N @@

1, 800, 00

[P —————————— . S e




FEDERAL ELECTION COMMISSION
WASHINGTON.DC. J04s}

Paul Dempster, Treasurer

Sailoc's Union of the Pacific
Political Fund

430 Barzison Street

San Prancisco, CA 94108

Identification Numdber: C€00011338
Reference: Mid-Year Report (4/1/85-6/30/85)
Dear Mc. Dempster:

This letter is prompted by the Commission's prelisinary
teviev of the report(s) referenced above. R The reviev raised
questions concerning certain information contained in the
gepocrt(s). An itemization follows:

-Please provide a S8chedule B to support the entry of
$11,500 reported on Line 24 of the Detailed Summary
Page. All loans repaid by your committee must be

itemized on Schedule B, reqardless of the amount. 2
U.8.C. 434(b) (6) (B) (11). :

=8chedule B of your report discloses a §$11,500 payment
to your connected organiszation for taxes. 2 U.S8.C,
§441b prohibits a corporation or labor organisation -
from contributing or expending funds for the purpose of.
influencing ln¥ Federal election, except that the
connected organization may pay for the solicitation and
aduinistrative costs of its separate segregated fund.

The Commission notes the refund of the prohibited
contribution. Although the Commission may take further
legal .t:gc concerning this matter, your proapt action
in refunding the contribution will be taken into
account.

An amendment to your ocriginal report(s) correcting the above
problen(s) should be filed with the Pederal Blection Commission
within fifteen (13) days of the date of this letter. If you need
assistance, please feel free tOo contact me on our toll-free
number, (800) 424-9530. My lccal number is (202) $23-4048.

As

Anthony Rayaon
Reports '‘Analyst
Reports Analysis Division
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C 20463

Paul Dempster, President
Sailor's Union of the Pacific
450 Harrison Street

San Francisco, California 94105

RE: MUR
Sailor's Union of the
Pacific

Dear Mr. Dempster:

On + 1985, the Federal Election Commission
determined that there is reason to believe the Sailor's Union of
the Pacific violated 2 U.S.C. § 44ib(a), a provision of the
Federal Election Campaign Act of 1971, as amended. 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 Union. 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 request
for documents, within fifteen days of your receipt of this
letter.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Union, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11l C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so

Qltachmend 3
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that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. 1In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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.

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any gquestions, please contact Beverly
Kramer, the staff member assigned to this matter at (202) 523-
4143,

Sincerely,

Kenneth A. Gross
Associate General Counsel

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




REQUEST FOR DOCUMENTS

Sailor's Union of the Pacific
Paul Dempster, President

450 Harrison Street

San Francisco, California 94105

Please provide copies of all loan documents pertaining to
loans made by the Sailor's Union of the Pacific to the
Sailor's Union of the Pacific Political Fund between January
1, 1982 and May 1, 1985.

Please provide copies of all bank statements, checks (front
and back) and deposit slips pertaining to loans made by the
Sailor's Union of the Pacific to the Sailor's Union of the
Pacific Political Fund between January 1, 1982 and May 1,
1985, and the repayment of such loans by the Political Fund.




FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS
MUR No.
STAFF MEMBER & TEL. NO.
Beverly Kramer (202) 523-4143
RESPONDENT: Sailor's Union of the Pacific
GENERATION OF MATTER

The Reports Analysis Division referred this matter to the

Office of the General Counsel on October 16, 1985.
SUMMARY OF ALLEGATIONS

It is alleged that the Sailor's Union of the Pacific
violated 2 U.S.C. § 441b(a) by loaning general treasury funds of
$11,500 to its separate segregated fund to pay Federal taxes on
the earned interest income of the separate segregated fund.

FACTUAL AND LEGAL ANALYSIS
1. The Facts

The Sailor's Union of the Pacific ("the Union") is a "labor
organization” within the meaning of 2 U.S.C. § 441b(b) (1). The
Sailor's Union of the Pacific Political Fund ("Political Fund")
is the separate segregated fund of the Union and a "political
committee™ within the meaning of 2 U.S.C. § 431(4) (B). Paul
Dempster is the treasurer of the Political Fund,

Reports and statements filed by the Political Fund reveal
that in 1982 and 1983 the Political Fund accepted several loans
totalling $11,500 from the Union to pay its Federal income taxes.
In an amendment to its 1983 July Quarterly report, the Political
Fund disclosed the receipt of a $7000 loan incurred on January 6,
1983 for which repayment was due July 1983. 1In its 1983 October

Quarterly report, the Political Fund reported an increase of
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$4,500 in the amount of the loan from the Union but showed no

corresponding receipt of a loan in this amount. Subsegquent
reports filed by &he Political Fund disclosed an $11,500 loan
from the Union with a date incurred of "1982 and 1983."

On March 27, 1985, the Reports Analysis Division mailed a
request for additional information seeking clarification of the
nature of the $11,500 loan. A second notice was mailed on April
18, 1985 when the Political Fund failed to respond to the first
notice.

By letter dated April 26, 1985, Brandon Tynan, Controller of
the Union, advised the Commission that the loan was a series of
several loans made by the Union to the Political Fund to pay
Federal taxes that came due at a time when the operating account
of the Political Fund did not have enough money to pay the tax
when due and no investment was due to mature to transfer money to
cover it. The letter further advised that in order to correct
this situation, the Political Fund would transfer money back to
the Union. On July 12, 1985, the Political Fund filed its 1985
Mid-Year Report which disclosed an $11,500 loan repayment to the
Union on April 24, 1985.

2. The Law

Section 441b(a) of Title 2, United States Code, prohibits a

labor organization from making a "contribution or expenditure" in
connection with Federal elections. This section also prohibits a
political committee from knowingly accepting such prohibited
contribution. For purposes of this section, the term
"contribution or expenditure®™ is defined broadly to prohibit

labor organizations from providing "any direct or indirect
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payment..loan...to any candidate, campaign committee or political
party or organizakion' in connection with a federal election.
2 U.S.C. § 441b(b) (2). Specifically excepted, however, are the
costs incurred for the establishment, administration and
solicitation of contributions to a separate segregated fund
utilized for political purposes by a labor organization.
2 U.S.C. § 441b(b)(2) (C). In Advisory Opinion 1977-19 the
Commission considered the issue of whether taxes incurred on the
earned interest income of a separate segregated fund are
"administrative" expenses within the meaning of 2 U.S.C.
S 441b(b) (2) (C) an concluded that they are not. The Commission
reasoned that "a tax obligation on income generated by the
depositing in an interest bearing account of unused contributions
to a separate segregated fund is not incurred in the pursuit of
voluntary contributions, the maintenance of those contributions,
or the utilization of those contributions for political
purposes'." See A.O. 1977-19, Fed. Elec. Camp. Fin. Guide (CCH)
{ 5252,
3. Application of the Law to the Pacts

The record in this case reveals that in 1982 and 1983 the
Union made loans totalling $11,500 to the Political Fund in
violation of 2 U.S.C. § 441b(a). Acuordingly, the Office of the
General Counsel recommends that the Commission take the following
actions: (1) open a matter under review; and (2) find reason to

believe the Union violated 2 U.S.C. § 441lb(a).
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C 20463

Paul Dempster, Treasurer

Sailor's Union of the Pacific Political Fund
450 Harrison Street

San Francisco, California 94105

RE: MUR

Sailor's Union of the
Pacific Political Fund
Paul Dempster, as treasurer

Dear Mr. Dempster:

On , 1985, the Federal Election Commission
determined that there is reason to believe the Sailor's Union of
the Pacific Political Pund and you, as treasurer, violated 2
U.S.C. § 441b(a) § 434(b)(3)(E), § 434(b) (8) and 11 C.F.R. §
104.11¢a), provisions of the Federal Election Campaign Act of
1971, as amended. The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is
attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the committee. 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 request for documents, within fifteen days of your
receipt of this letter.

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.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so

Qtachkmond <
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that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained,

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. 1In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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.

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Beverly
Kramer, the staff member assigned to this matter at (202) 523-

4143.

Sincerely,

Kenneth A. Gross
Associate General Counsel

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




REQUEST FOR DOCUMENTS
Sailor's Union of the Pacific
Political Fund
Paul Dempster, treasurer
450 Harrison Street
San Francisco, California 94105

Please provide copies of all loan documents pertaining to
loans made by the Sailor's Union of the Pacific to the
Sailor's Union of the Pacific Political Fund between January
1, 1982 and May 1, 198S.

Please provide copies of all checks (front and back)
representing repayment to the Union by the Political Fund
for loans received between January 1, 1982 and May 1, 1985.




FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS
MUR No.
STAFF MEMBER & TEL. NO.
Beverly Kramer (202) 523-4143
RESPONDENT: Sailor's Union of the Pacific
Political Fund
Paul Dempster, as treasurer
GENERATION OF MATTER

The Reports Analysis Division referred this matter to the

Office of the General Counsel on October 16, 1985.
SUMMARY OF ALLEGATIONS

It is alleged that the Sailor's Union of the Pacific
Political Fund and Paul Dempster, as treasurer, violated 2 U.S.C.
§ 441b(a) by accepting loans totalling $11,500 from its connected
organization to pay Federal taxes on the earned interest income
of the separate segregated fund.

Information in the referral raises the additional issues of
whether the Sailor's Union of the Pacific Political Fund and Paul
Dempster, as treasurer, violated:

- 2 U.S.C. § 434(b)(3)(E) by failing to report the
receipt of loans totalling $4,500 including the
identification of the person making such loans, the
date and amount of value of such loans.
2 U.S.C. § 434(b) (8) by failing to disclose the amount
and nature of outstanding debts and obligations owed to
the Union for loans received by the Political Fund.
11 C.F.R. § 104.11(a) by failing to continuously report
outstanding debts owed to the Union for loans received
by the Political Fund.

PACTUAL AND LEGAL ANALYSIS
1% The Pacts
The Sailor's Union of the Pacific ("the Union") is a "labor

organization” within the meaning of 2 U.S.C. § 441b(b) (1l). The
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Sailor's Union of the Pacific Political Fund ("Political Fund")
is the separate segregated fund of the Union and a "political
committee® within the meaning of 2 U.S.C. § 431(4) (B). Paul
Dempster is the treasurer of the Political Fund.

Reports and statements filed by the Political Fund reveal
that in 1982 and 1983 the Political Fund accepted several loans
totalling $11,500 from the Union to pay its Federal income taxes.
In an amendment to its 1983 July Quarterly report, the Political
Fund disclosed the receipt of a $7000 loan incurred on January 6,
1983 for which repayment was due July 1983. 1In its 1983 October
Quarterly report, the Political Fund reported an increase of

$4,500 in the amount of the loan from the Union but showed no

corresponding receipt of a loan in this amount. Subsequent

reports filed by the Political Fund disclosed an $11,500 loan

from the Union with a date incurred of "1982 and 1983."

On March 27, 1985, the Reports Analysis Division mailed a
request for additional information seeking clarification of the
nature of the $11,500 loan. A second notice was mailed on April
18, 1985 when the Political Fund failed to respond to the first
notice.

By letter dated April 26, 1985, Brandon Tynan, Controller of
the Union, advised the Commission that the loan was a series of
several loans made by the Union to the Political Fund to pay
Federal taxes that came due at a time when the operating account
of the Political Fund did not have enough money to pay the tax
when due and no investment was due to mature to transfer money to

cover it. The letter further advised that in order to correct

@
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this situation, the Political Fund would transfer money back to
the Union. On Juiy 12, 1985, the Political Fund filed its 1985
Mid-Year Report which disclosed an $11,500 loan repayment to the
Union on April 24, 1985.

A review of Reports filed by the Political Fund in 1982
reveals that the Political Fund failed to report the receipt of
loans from the Union totalling $4,500. All receipts of the
Political Fund were listed as unitemized. Moreover, the reports
of the Political Fund failed to disclose outstanding debts and
obligations owed to the Union for the loans in question.

Payments for Federal taxes were included in the unitemized totals
for the operating expenditures of the Political Fund. However,
in the Political Fund's 1982 April Quarterly report, a memo entry
on the detailed summary page discloses payment of Federal taxes
in the amount of $3,297.79.

2. The Law

a. Reporting Requirements

Section 434 (b) (3) (E) of Title 2, United States Code,

requires the treasurer of a political committee to file reports
with the Commission disclosing the identification of each person
who makes a loan to the reporting committee during the reporting
period, together with the identification of any endorser or
guarantor of such loan, and date and amount of value of such
loan. See also 11 C.F.R. § 104.3(a) (4) (iv). The term "person"

as defined by the Act includes a labor organization. 2 U.S.C.

§ 431(11).
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Section 434(b) (8) of Title 2, United States Code, requires
the treasurer of a political committee to file reports with the
Commission disclosing the amount and nature of outstanding debts
and obligations owed by such political committee. See also,
11 C.F.R. § 104.3(d). Debts and obligations owed by a political
committee which remain outstanding must be continuously reported
until extinguished, pursuant to 11 C.F.R. § 104.1l1(a).

b. Section 441lb(a) - Prohibited Contributions

Section 441b(a) of Title 2, United States Code, prohibits a

labor organization from making a "contribution or expenditure" in
connection with Federal elections. This section also prohibits a
political committee from knowingly accepting such prohibited
contribution. For purposes of this section, the term
"contribution or expenditure®" is defined broadly to prohibit
labor organizations from providing "any direct or indirect
payment..loan...to any candidate, campaign committee or political
party or organization" in connection with a federal election.

2 U.S.C. § 441b(b) (2). Specifically excepted, however, are the
costs incurred for the establishment, administration and
solicitation of contributions to a separate segregated fund
utilized for political purposes by a labor organization.

2 U.S.C. § 441b(b) (2)(C). In Advisory Opinion 1977-19 the
Commission considered the issue of whether taxes incurred on the
earned interest income of a separate segregated fund are
"administrative” expenses within the meaning of 2 U.S.C.

§ 441b(b) (2) (C) an concluded that they are not. The Commission

reasoned that "a tax obligation on income generated by the
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depositing in an interest‘bearing account of unused contributions
to a separate segregated fund is not incurred in the pursuit of
voluntary contributions, the maintenance of those contributions,
or the utilization of those contributions for political
purposes'.” See A.O. 1977-19, Fed. Elec. Camp. Fin. Guide (CCH)
¥ 5252,
35 Application of the Law to the Pacts

The record in this case reveals that in 1982 and 1983 the
Political Fund knowingly accepted loans from the Union totalling
$11,500, in violation of 2 U.S.C. § 441b(a).

The record further reveals that the Political Fund failed to
report the receipt of loans from the Union totalling $4,500 in
violation of 2 U.S.C. § 434(b)(3)(E). 1In addition, the record
reveals that the Political Fund failed disclose outstanding debts
and obligations owed by them to the Union, and that the Political
Fund failed to continuously report the outstanding debt and
obligation until it was extinguished, in violation of 2 U.S.C.

§ 434(b) (8) and 11 C.F.R. § 104.11(a).

In view of the foregoing, the Office of the General Counsel
recommends that the Commission take the following actions: (1)
open a matter under review; and (2) find reason to believe the
Political Fund and Paul Dempster, as treasurer, violated 2 U.S.C.

§§ 441b(a), 434(b) (3)(E), 434(b)(8) and 11 C.F.R. § 104.11(a).




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463 e

16 October 1985

CHARLES N. STEEL
GENERAL COUNS

THROUGH:

FROM:
ASSISTANT STAFF(|DIRECTOR
REPORTS ANALYSIS DIVISION

REFERRAL OF THE SAILOR'S UNION OF THE PACIFIC
POLITICAL FUND

This is a referral of the Sailor's Union of the Pacific
Political Fund ("the Fund”). Sailor's Union of the Pacific, the
Fund's connected organization, loaned $11,500 to the Fund to pay
1120 POL taxes. The money was later repaid to the connected
organization once the Fund was notified of the apparent
violation. According to the RAD Review and Referral Procedures
for Unauthorized Committees (Standard 7), this matter requires
further examination by your office.

If you have any questions, please contact Anthony Raymond at
523-4048.

Attachment




REPORTS ANALYSIS REFERRAL
TO
OFFICE OF GENERAL COUNSEL

DATE: 16 October 1985

ANALYST: Anthony Raymond

COMMITTEE: Sailor's Union of the Pacific Political
Fund (C00011338)
Paul Dempster, Treasurer
450 Harrison Street
San Francisco, CA 94105

II. RELEVANT STATUTE: 2 U.S5.C. §441b(a)
11 CFR 102.5

III. BACKGROUND:

The Amended 1983 July Quarterly Report filed by the
Sailor's Union of the Pacific Political Fund ("the Fund")
disclosed a $7,000 loan owed to its connected organization,
Sailor's Union of the Pacific ("the Union"), for "IRS taxes"
(Attachment 2). The loan was incurred on January 6, 1983
and had a July 1983 due date. The 1983 October Quarterly
Report disclosed an additional $4,500 loan received from the
Union (Attachment 3). Schedule C of the report disclosed a
total of $11,500 owed to the Union, but did not disclose any
terms for the loan. Schedule C of the Fund's 1984 April
Quarterly Report disclosed the $11,500 loan from the Union
with a date incurred of "1982 & 1983" (Attachment 4). All
subsequent reports filed by the Fund through the 1984 Year
End Report continued to disclose the $11,500 loan.

A Request for Additional Information ("RFAI") for the
1984 Year End Report was sent to the Fund on March 27, 1985
requesting clarification on the nature of the §$11,500 loan
(Attachment 5). A Second Notice was mailed on April 18,
1985 for failure to respond to the initial RFAI (Attachment
6).

On April 23, 1985, Brandon Tynan, Controller of the
Union, called the Reports Analysis Division ("RAD") analyst
in response to the RFAI, Mr. Tynan explained that the
$11,500 debt was an accumulation of several loans made by
the Union to the Fund to pay 1120 POL taxes. Mr. Tynan
stated that the Union had paid the taxes since the Fund's
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SAILOR'S UNION OF THE PACIFIC
POLITICAL FUND

REPORTS ANALYSIS OGC REFERRAL

PAGE 2

operating account was low and none of the Fund's investments
were due to mature. He also indicated that the Union would
be repaid as soon as possible (Attachment 7).

Mr. Tynan submitted a written capsulization of the above
conversation on April 26, 1985 (Attachment 8). On July 12,
1985, the PFund filed its 1985 Mid-Year Report which
disclosed an $11,500 1loan repayment to its connected
organization. The loan repayment occurred on April 24, 1985
(Attachment 9).

On July 31, 1985, an Informational Notice was sent to
the Fund to acknowledge the payment of the loan owed to the
Union, and to notify the Fund of the possibility that the

Commission may take further 1legal steps concerning the
matter (Attachment 10).
OTHER PENDING MATTERS INITIATED BY RAD:

None,
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CUMMITIEE §nDEX UE DAiSULULSURE BUCUMLNTS - (L) (B83-84)
NUN-PAKTY KELATEN

COMMITTEE LOCUMENT s HiCROFILA
LOCAT ION

SAILUKR’S UNION OF THE FACIFIC FOLITICAL FUND NUN-FARTY QUALIFIED ID #€00011338
CONNECTED OKRGANIZATION: SEAFAKREKS INT’L UNION OF NUKTH AMEKICA

1983 STATEMENT OF ORGANIZATION - AMENDMENT 27JUNB3
STATEMENT OF OKGANIZATION - ANENDMENT 12JuL83
MISCELLANEOUS REPORT 15JuL83 TO FEC
APKIL QUAKTEKRLY 9.902 1JANB3 -31MAKB3
JULY QUARTEKLY 4,623 1APK83 -30JUNB3
JULY QUAKTEKLY - AMENDMENT = 1AFkR83 -30JUNB3
OCTOBER QUARTEKLY 74290 1JUL83 -30SEPSB3
YEAKR-END L.343 10CT83 -31DEC8B3
APRIL QUAKTEKLY 2,340 1JANB4 -31MAKB4
JULY QUAKTERLY 2,834 1AFPRB84 -30JUNB4
OCTOBEKR QUAKTEKLY 2,882 1JUL84 -30SEPB4
YEAR~END 4,667 10CT84 -31DECSB4
YEAR-END =~ AMENDMENT = 10CT84 -31DECB4
REQUEST EOK ADDITIONAL INFUKMATION 10CTB4 -31DEC84
REQUEST FOR ADDITIONAL INEFORMATION 2ND 10CT84 -31DECS84

83FEC/274/1845
83FEC/276/3051
B83FEC/276/0070
83FEC/271/1379
83FEC/275/1042
83FEC/276/3048
83FEC/284/2555
B84FEC/290/1498,
84550/307/337‘
84FEC/318/5400
84FEC/337/1011
85FEC/359/3278
85FEC/372/1491
85FEC/369/1162
8SFEC/371/1299

=N NLWLSNW -

TIOTAL

(14
[

TOTAL PAGES

All reports have been reviewed.
Ending cash on hand as of 12/31/84: $70,225.00

Outstanding debts and obligations owed by the camittee as of 12/31/84: $11,500.00
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FEVERAL ELECTION COMMISSION
COMM:TIEE INDEX OfF DISCLUSURE DOCUMENTS - (C) (65-86)

NUN-FAKIY KELATIEL

COMMITTEE LOCUMENT DISHURSEMENTS TYFE OF FiLEK MICROFILN®
COVEKRAGE DATES FAGES LOCATION

SAILOK’S UNION OF THE FPACIFIC FPOLITICAL FUND NON-PARTY QUALIFIEL ID #C00011338
CONNECTED OKGANIZATION: SEAFAKREKRS INT'L UNIUN OF NUKIH AMEK1CA

1985 MID-YEAR KEPOKT 455 1APRBS -30JUNBS 8SFEC/378/2017
MID-YEAR REFOKT - AMENDMENT 1APR85 -30JUNBS 85FEC/385/1983
MID-YEAR REPORT - ANENDMENT 1,30 1JANBS -30JUNBS 85FEC/387/0963

REQUEST FOk ADDITIONAL INFOKMAT ION 1AFPRBS -30JUNBS 85FEC/383/0503
REQUEST FOR ADDITIONAL INFOKMATION 1AFR85 -30JUNSBS 85FEC/386/2272

TOTAL - : TOTAL PAGES

All reports have been reviewed.

Ending cash on hand as of 6/30/85: $56,603.00

Outstanding debts and obligations owed by the conmittee as of 6/30/85:

(Z 30 z abeg)
T Jusuroelzy




Attachment 2

Amended 1983 July Quarterly Report
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1983 October Quarterly Report Attachment 3
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FEDERAL ELECTION COMMISSION

WASING ION.DC . Mot

:a:: n’-p.t:t. r:ca::t:t T

ailor’s Union of ¢ acific

Political Pund MAR 27 1985
430 Raccison Street

San Prancisco, CA 94105

Identification Number: C00011338
Reference: 1984 Year End Report (10/1/84-12/31/84)

Dear Mr. Dempster:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Please clarify the nature of the $11,500 loan owed to
your connected organization. Specifically, please give

3 detailed description of purpose, terms and history of
this loan.

An amendment to your original report(s) correcting the above
problem(s) should be filed with the Federal Election Commission
within fifteen (15) days of the date of this letter. If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 523-4048.

Sincerely,

At 15/

Anthony’/ Raymond
Reports Analyst
Reports Analysis Division
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Séentification Mumbec: CONC11330
Reference: 1904 Year-Bnd Report (10/1/84-12/31/84)
Dear Mx. Dempster:

This letter is to inlorm you that as of April 17, 1985, the
Commission has anot received gesponse to ouwr teqguest fox
additions)l {iafecmation, d&a Nezch 27, 198S. That notice
;::nua faformation essential to full 1ic disclosure of your

tal electioca financial activity amd engsure complisnce with
provisions of the Pederal Blection Campeign Act (the Act). A
copy of our original ceguest is enclosed.

If no response is ceceived within fifteen (15) éays from thre
date of this notice, the Commission may choose to imitiate audit
or legal enforcement action.

If you should have any questions related to this matter,
pleaase contact Anthony Raymond on our toll-free number (800) 424-
9530 or our local number (202) $523-4048.

Sincerely,

Q

John D. Gibson
Assistant Statf Director
Reports Analysis Division

Enclosure




TELECON

ANALYST: Tony Raymond

CONVERSATION WITH: Brandon Tynan
COMMITTEE : Sailors' Union of the Pacific

DATE: 4/22/85

SUBJECT(S): RFAI on 1984 Year End Report

Mr. Tynan explaineda that the $11,500 debt referred to in the RFAI was an accumulation
of several loans made by Sailors' Union to the PAC to pay POL taxes. Mr. Tynan

went on to say that the taxes were paid by the connected organization since the

PAC's operating account was low and since none of the PAC's investments were ready

to mature.

I told Mr. Tynan that the PAC should reimburse the connected organization
immediately and state so in his response. In addition, I told Mr. Tynan to put
his expla nation down in writing and submit it as a response to the RFAI.
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April 23, 1985

John D. Gibson
. Assistant Staff Director
Reports Analysis Division
Federal Election Commission
Washington, D.C. 20463

Identification Number: C0001138

191

Reference: 1934 Year-End Report (10/1/84-13/31/84)
Dear Mr. Gibson:

Your letter of April 18, 1985 received.

Mr. Raymond's letter'of March 27, 1985 was not
received to our knowledge.

Bt - R )

At Mr. Dempster's request i con:acted 'ir. Anthony .
today by telephone and herein submit the following
information which will hopefully clear up the nmatter.

The loan in question was a series of several loans
made by the Sailor's union to the Saiior's Union of the
Pacific Political Fund to pay 1120 POL taxes that came
due at a time when the operating account of the Political
Fund did not have enough money to pay the tax when due

and no investment was due to mature to transfer money to
cover it.

I will correct this situation and transfer money
from the Political Fund investment back to the Sailor's
immediately and this will be reflected on the next
quarterly report to the Election Commission.

If there is any other informaticn vou need my number

is (415) S43-7135.
cere
C——
randon TYfan, Controller
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Paul Dempster, Treasurer

Sallor's Union of the Pacific
Political Pund

450 Barcison Street

San Prancisco, CA 94108

C00011338

Mid-Year Report (4/1/85-6/30/85)
Dear Mr. Dempster:

Identification Number:

Reference:

This letter is prompted by the Commission's preliminary
teview of the report(s) referenced above. The review raised
c questions concerning certain information contained in the
report(s). An itemization follows:

-Please provide a Schedule B to support the entry of
$11,500 reported on Line 24 of the Detailed Summary

- Page. All loans repaid by your committee must be
9 itemized on Schedule B, regardless of the amount. 2
o U.8.C. 434(b) (6)(B)(i1).

" emy -8chedule B of your report discloses a §11,500 payment
. to your connected organization for taxes. 2 U.S.C.

& 3 §441b prohibits a corporation or labor organization . !
o= from contributing or expending funds for the purpose of. _
E influencing any PFederal election, except that the
P connected organization may pay for the solicitation and
adninistrative costs of its separate segregated fund.
e

The Commission notes the refund of the prohibited
contribution. Although the Commission may take further
legal steps concerning this matter, your proapt action

in refunding the contribution will be taken into
account,

An amendment to your original report(s) correcting the above
problea(s) should be filed with the Pederal Blection Commission
within fifteen (15) days of the date of this letter. If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9330. My lccal number is (202) $23-4048.

Sincerely,

e Ao

Reports '‘Analyst
Reports Analysis Division
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