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March 15th, 1993
815-872-0030

AT B
Federal Election Commission YY\ &\r\ 25’7‘7C7

Office of the General Counsel
999 E Street Northwest
Washington D.C. 20463

I am writi-g this letter +to bring to your attention a
situation that has troubled me for a number of years. I apologize
in advance for the length of letter and perhaps an overabundance
of detail but I did not wish to present this situation without
your understanding of the full story and my motives.

I am a past employee of United Parcel Service. I left
employment at United Parcel Service on February 28, 1992. I was a
member cf management and was 1increasing disturbed by the
direction of the company in regards toc matters of integrity on
many i1ssues. Two areas that particularly bothered me was the
company's political action committee, UPSPAC, and an overseas
subsidiary, Overseas Partners Limited.

The first area of concern I have is the official political
action committee of UPS, UPSPAC, particularly how UPS strong arms
its supervisory people into contributing to the PAC. When UPS
first formed UPSPAC a newsletter was mailed to each member of
management. In that newsletter was listed the "donation™ each
member of management was expected toc give. The letter also
explained that mandatory "donations" were against the law and
that all “donations" would remain anonymous, however included
with the letter was a card that was to be returned with the
"suggested donation.™ In the upper right hand corner of the card
was the employee number of the person the letter was addressed
to. Th=: employee number appears on every file, every payroll
check, in fact on every official form that pertained to a
particular employee. Although no name appeared on the card the
employee number was more than enough te 1identify who "donated™
and who did not.

The response of tt} supervisaory people was 1initially
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Initially supervisors had been told by upper management that
the employee numbers that appeared on the "donation" cards were
only for accounting and tax purposes. It soon became evident that
other reasons also existed for the employee numbers to appear on
the "donation" cards. After the initial talk with our managers of
the poor national response to UPSPAC we were talked to on a
center by center basis by our division managers. The division
managers now presented us with a further breakdown of the
national numbers to how our region had responded (poorly, in line
with the rest of the country). After a short while and still
little response to UPSPAC we were again talked toc on a center by
center basis by our division managers and now presented with
breakdowns of the response to UPSPAC by supervisors and center
managers and staff personnel and a further breakdown of the
regional numbers to the district level.

In our center all of the supervisors had up to that point
resisted "donating”™ to UPSPAC. 1t became apparent to all but the
brain dead, that in spite of upper managements denials, they knew
who did or did not "donate™ to UPSPAC or were at least willing to
pressure supervisors until they received a level of money in
UPSPAC's coffers that they were satisfied with. Interestingly
enough i1n our center, we as a group of supervisors all sent in
our "donaticn" after the last above mentioned talk. It was at
that point that the talks ceased. A co-incidence perhaps, or more
likely, the goal of all supervisors "voluntarily" domnating to
UPSPAC was accomplished in our center, and upper management Kknew
it, thanks to the employee numbers that had been printed on the
UPSPAC "donation" cards.

I am not a legal expert on the laws governing political
action committees. But I gquestion the use of the employee's
payroll numbers on the "donation™ card sent out by UPSPAC. 1
guestion the time, effort and expense on the part of upper
management at UPS in tracking response to UPSPAC and the
resulting talks held by upper management in strong arming its
supervisory personnel into “donating"™ to UPSPAC. If these actions
are within the limits of the law the laws should be strengthened.
Certainly UPS's actions in this regard would offend the moral
conscious of most Americans. There 1s a strong sense of rewvulsion
and contempt in this country for political action committees and
how PACs corrupt the political process. Through UPS's pressure
tactics we now have an example of how corporate America can
exploit the workforce to expand the resources of the political
action committee. Resources that are used in the eyes of most
Rmericans to hold this country's political process hostage to the
influence of money and power. There 1s little difference in how
S pressured its supervisors for "donations" to UPSPAC and the
onations" that are extorted by thugs and c¢riminals from
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because taxes are owed then I will accept the lower value. I do
not wish to profit at the expense of my country.

Given the open talk on the part of UPS management on the
avoidance of taxes in Overseas Partners, I assume no laws were
broken in this regard. I would hope if this is legal the laws
will be amended. I would also hope that the government of this
country will require “liat all documents and parcels picked up
from and delivered to its agencies are delivered by the United
States Post Office as to show that tax dodgers of any nature,
legal or not, are not encouraged by the government of this land,
( In fact the United States Post Office has substantially lower
rates. Considering the financial hole we have dug for ourselves
in this country I find it amazing that the government still
utilizes UPS when the Post Office charges much less for the same
services).

In closing I wish to repeat that I am an ex-employee of
United Parcel Service. I am certain that I may be castigated by
members of the company as a bitter perzon bent on revenge.
However I regard my experience at UPS as a positive one but one
in which I have experienced events that are either illegal or at
the very least morally reprehensible. The easy thing for me to do
is close the pages of this chapter in my life and move on. But to
turn an eye to the things I have described above would be to
condone those practices that I regard as illegal and immoral. It
is 1wy duty as a citizen of this country to stand against such
things no matter how powerful the opponent may be or how daunting
the chance of making a difference may be. It is my hope that you
will recognize that I speak from a position of freedom and
without fear of retaliation as would a person still employed by
this company. It is my hope that you will recognize that I speak
for hope for the resolution of these injustices and I hope you
will be able help me bring these injustices to a close.

A hkand PAEA

Michael P. Kohr
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Paul Simon
Carol Mosely Braun
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IRS ¢c/o CID Dept.
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Federal Election Commision
Post Office Solicitor General
International Brotherhood of the Teamsters
Producer of "60 Minutes"
Producer of "20/20"
Producer of "Dateline”™
Producer of "Street Stories"
Producer of "The Phil Donohue Show"

Subscribed and sworn to before me

~OFFICIAL SFAL™ 54
Sophie P. Lewis this /4 " day of _

Notary Public, State of {llinois 19 21 ;
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My Commission Expires 12/22/95 /ﬂ Z
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July 27, 1990
Dear UPSPAC Partner:

Thank you for your contribution to the JPS Political Action Committee
(UPSPAC). Your involvement makes a difference in our ability to have an impact with
legislators who pass laws that substantially affect our business.

As of the end of June, 60 percent of the UPSers solicited, totaling 11,350
active managers and supervisors, contributed $628,752. This represents a significant
improvement over 1989, and indicates an increased awareness of UPCers to the
important role UPSPAC plays in the success of the company. We hope this
understanding will generate even greater participation in 1991.

We will be providing you with more information concerning the political and
legislative issues facing our company during this coming year. We will also keep you
informed of the actions taken by UPSPAC to assist candidates for public office who
support our position on those issues.

Thank you again for vour valuable support.

Sincerely,

A Hbw

Joe Moderow
UPSPAC Chairman

Me. Medercw DiRecto
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Y

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




UPSPAC

The United Parcel Service
Political Action Committee

What is UPSPAC?

UPSPAC, a political action commiittee,
solicits and receives contributions from UPS
partners for donation to the reelection
mdhﬂl&mwhm records are

favorable. i Is autherized by UPS,
but is separate irom she ny and
accountable to the Fetleral lon
Commission (FEC).

A political action commuttee makes it
possible for like-minded UPS managers and
supervisors to pool their resoutces to
suppoit candidates who share common
views and goals, such as (ais dompetition

governmeng and private enterprise.
As a result, UPSPAC stands as a'constant
.remlndev to lawmakers of our ipterest and
involvement as a business constituent.

PAC Background

Political action committees represent a
broad range of interests in this country,
including unionm, professional and
trade assoclations, corporations, hobby
groups and other interests. While some

'AC’s have been around for many years
(fo'f“exunzle. labhoer rqAACO" have been in
existence since the 1940’s), corporations
have been permitted to have PAC’s for just
over a decade.

PAC Funding

The 1986 congressional elections show that
candidates spent 24% more than in 1984. Of
the total amount, 28% was the portion
contributed by PAC's, and only one third of
this portion came from corporate PAC's.
Clearly, corporate PAC’s continue to play a
role in the political process, but in no way is
their influence weighted.

Corporate PAC’s also have a good record of
bi-partisan support. In the 1986 elections, 60%
of contributions from these PAC's went to
republican candidates, 40% to democrats. In
contrast, 90% of labor union PAC dollars went
to democrats that year, with only 10% going to
republicans.

UPSPAC Activities

For the 1986 congressional elections, UPSPAC
made contributions to 35 Senators in 30 states
and 290 House members in 49 states.

The average congressional contribution
made by UPSPAC is about $900.

Any UPS partner may suggest a recipient for
a contribution. Each proposal Is reviewed by a
steering commlitee and recommendations
must be approved by the UPSPAC chairman.

How much should you contribute?

The amount that you contribute is a personal
decision. The suggested amounts are as
follows:

$25 — Supervisors who are one-unit
Managers Incentive Plan participants

$50 — Two-unit Managers Incentive Plan
center managers (or managers with equivalent
responsibility)

$150 — District department and division
managers, region and national staff who are
Stack Option Plan participants

$200 — Reglion department managers

$300 — District managers, national
department managers

$500 — Region managers, management
committee

Contributions are kept in the strictest
confidence. Only the UPSPAC treasurer has a
record of who contributes, which is required
by Federal law.

u / 0O




FEDERAL ELECTION COMMISSION

WASHINCTON, DO 20461

MAY 4, 1993

Michael P. Kohr
R.P.D. #3 Box 236a
Princeton, IL 61356

MUR 3770

Dear Mr. Kohr:

This letter acknowledges receipt on April 27, 1993, of your
complaint alleging pcssible violations of the Pederal Election
Campaign Act of 1971, as amended ("the Act"), by United Parcel
Service PAC and Kenneth L. Schellie Jr., as treasurer, Joe
Moderow, Chairman of UPSPAC, and United Parcel Service, Inc.

The respondents will be notified of this complaint within five
days.

You will be notified as soon as the Federal Election
Commission takes final action on your complaint. Should you
receive any additional information in this matter, pleass
forward it to the Office of the General Counsel. Such
information must be sworn to in the same manner as the original
complaint. We have numbered this matter MUR 3770. Please refer
to this number in all future correspondence. For your
information, we have att:ched a brief description of the
Commission’s procedures for handling complaints.

Sincetez, E
Jonathan A. Bernstein

Assistant General Counsel

Enclosure
Procedures




FEDERAL ELECTION COMMISSION

WASHINCTON Dt b

MAY &4, 1993

EKEenneth L. Schellie Jr., Treasurer
United Parcel Service PAC

400 Perimeter Center-Terraces N.
Atlanta, GA 30346

Dear Mr. Schellie:

The Federal Election Commission received a complaint which
indicates that the United Parcel Service PAC ("Committee”) and
you, as treasurer, may have violated the rederal Election
Campaign Act of 1971, as amended (“"the Act"™). A copy of the
complaint is enclosed. We have numbered this matter MUR 3770.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against the Committee and
you, as treasurer, in this matter. Please submit any factual or
legal materials which you believe are relevant to the
Commission’'s analysis of this matter. Where appropriate,
statements should be submitted under oath. Your response, which
should be addressed to the General Counsel’s Office, must be
submitted within 15 days of receipt of this letter. If no
response is received within 15 days, the Commission may take
further action based on the available information.

This matter will remain confidential in accordance with
2 U.8.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public. 1If 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 authorizing such counsel to receive any
notifications and other communications from the Commission.




FEDERAL ELECTION COMMISSION

-
WASHINCGTON, DC 2046}

MAY 4, 1993

Joe Moderow, Chairman

United Parcel Service PAC

400 Perimeter Center-Terraces N.
Atlanta, GA 30346

MUR 3770

Dear Mr. Moderow:

The Federal Election Commission received a complaint which
indicate. -“hat you may have violated the Federal Election
Campaigrn >zt of 1971. as amended (“"the Act®™). A copy of the
complaint is enclosed. We have numbered this matter MUR 3770.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission’s analysis of this
matter. Where appropriate, statements should be submitted under
oath. Your response, which should be addressed to the General
Counsel’'s Office, must be submitted within 15 days of receipt of
this letter. If no response is received within 15 days, the
Commission may take further action based on the available
information.

This matter will remain 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 matter to be made
public. 1If 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 authorizing such counsel to receive any
notifications and other comsmunications from the Commission.




Joe Moderow, Chairman
United Parcel Service PAC
Page 2

1f you have any quest.ons, please call (202) 219-3690 and
ask to speak with a member of the Central Enforcement Docket
(CED). For your information, we have enclosed a brief
description of the Commission’s procedures for handling

complaints.

Sincerely

nathan A. Beri.stein
Assistant General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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FEDEBAL ELECTION COMMISSION

WASHINCTON, DU Jods

MAY 4, 1993

Kent C. Nelson, Chairman

United Parcel Service, Inc.

400 Perimeter Center-Terraces N.
Atlanta, GA 30346

MUR 3770

Dear Mr. Nelson:

The Federal Election Commission received a complaint which
indicates that United Parcel Service, Inc. may have violated the
Federal Election Campaign Act of 1971, as amended ("the Act").

A copy of the complaint is enclosed. We have numbered this
matter MUR 3770. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against United Parcel
Service, Inc. in this matter. Please submit any factual or
legal materials which you believe are relevant to the
Commission’s analysis of this matter. Where appropriate,
statements should be submitted under oath. Your response, which
should be addressed to the General Counsel’s Office, must be
submitted within 15 days of receipt of this letter. 1If no
response is received within 15 days, the Commission may take
further action based on the available information.

This matter will remain confidential in accordance with
2 U.8.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public. 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 authorizing such counsel to receive any
notifications and other communications from the Commission.




Kenneth L. Schellie Jr., Treasurer
United Parcel Service PAC
Page 2

1f you have any questions, please call (202) 219-3690 and
ask to speak with a member of the Central Enforcement Docket
(CED). For your information, we have enclosed a brief
description of the Commission’s procedures for handling

complaints.
Sincerely /
%sM

onathan A. Bernstein
Assistant General Counsel
Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement




400 Perimeter Center — Terraces North, Atlanta, GA 30040

May 24, 1993

Federal Election Commission
Office of General Counsel
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 3770
complaint of Michael P. Kohr

Ladies and Gentlemen:

This is the combined response of United Parcel Service of
America, Inc. (UPS) and the United Parcel Service Political
Action Committee (UPSPAC) to the captioned complaint, which we
received from the Commission on May 10, 1993. Mr. Kohr's
complaint pertains to two unrelated entities: UPSPAC and Overseas
Partners Ltd., a Bermuda corporation. Since the substance of Mr.
Kohr's complaint against Overseas is not within the Commission's
jurisdiction and has nothing to do with the Federal Election
laws, this response will be confined to the part of Mr. Kohr's
complaint concerning UPSPAC.

UPS, through its operating subsidiaries, is engaged in
providing worldwide distribution services, primarily through the
delivery of packages. With revenues exceeding $16 billion, UPS
offers its services throughout the United States and in more than
180 other countries and territories.

In 1976, UPS established UPSPAC pursuant to the Federal
Election laws as a vehicle for combining the individual
contributions of UPS executive and administrative personnel to
political candidates whose views toward business and government
accord with those of UPS. UPSPAC is operated in strict
compliance with all applicable laws and regulations. In the
1992-93 solicitation year to date, UPSPAC received contributions
of $1.24 million from approximately 15,630 contributors. To the
best of our knowledge, Mr. Kohr's complaint is the first the FEC
has ever received concerning UPSPAC.

UPSPAC solicits contributions from UPS executive and
administrative personnel who are also shareowners cof UPS on an
annual basis. Routine methods are used to solicit contributions.
Each year a brochure is given to eligible contributors, together
with (i) a contribution card (ii) a letter from UPS's Chairman,

A copy of our report is filed with, and svailable for purchase from, the Federal Bection Commission, Washington, D.C




and (iii) a return envelope addressed to the Treasurer of UPSPAC
(a set of the current materials is attached). We also have used
video, slide and oral presentations at meetings where eligible
contributors are gathered to explain UPSPAC and to solicit
contributions. In each case, we make it clear that contributions
are voluntary and will be kept confidential. Contributions are
returned directly to the Treasurer of UPSPAC.

Mr. Kohr is correct in his statement that a "UPS employee
number® (Social Security Number) appears on the contribution card
accompanying each contribution. However, he is wrong in his
belief that the Social Security Number is used by UPS's “upper
management” to track contributions and to “strong arm® non-
contributors. The Social Security Number permits a few UPSPAC
personnel who are directly involved in its administration to
track contributions for FEC reporting purposes and to facilitate
payroll deductions. The identity of contributors and non-
contributors is kept highly confidential within the Company and
is not disclosed to anyone not among the small circle of UPSPAC
personnel with a clear need to know. A careful reading of Mr.
Kohr's complaint indicates that he has no personal knowledge or
evidence to the contrary. 1In fact, he appears simply to have
assumed a nefarious purpose based in part on his "strong sense of
revulsion and contempt... for political action committees..."®

UPSPAC personnel provide reports to top level UPS
managers regarding contributions made at district, region and
corporate department levels. These reports contain information

on numbers of contributors in the aggregate. Such reports
contain no information concerning the identity of any individual
contributor or non-contributor and could not be used to pressure
any employee to contribute to UPSPAC who chooses not to do so.

We hope the Commission will find this response to Mr. Kohr's
complaint satisfactory. However, if there are any questions, or
additional information is needed, please respond to the attention
of the undersigned.

Very truly yours,

/ s e A B
Kenneth L. Schellie, Jr.
Treasurer




May 14, 1992

Dear UPS Partner,

I'm writing to ask for your support o. the United Parcel
Service Political Action Committee (UPSPAC). Never before
has your participation been so important.

Last year almost 70 percent of our active managers and
supervisors contributed over $1 million to UPSPAC. That kind
of active involvement helped us gain positive results in a
number of UPS-related leglslative issues.

This coming year we'll again face challenges that will
directly impact the ability of our company to succeed and
grov. Among legislative issues expected for consideration
are environmental and safety requlations, ener and urban
congestion initiatives, motor carrier deregulation and postal
reform.

By supporting the candidacy of Senators and Representatives
who share our beliefs, the money you contribute helps UPS's
voice be heard in government. Election experts are already
saying that the number of new members resulting from the
November election could be the highest in recent history.
Over 100 new Senators and Representatives are expected to
take their seats when Congress reconvenes in January. We
have the opportunity to educate and inform these new
legislators early in their term of office, but we need your
help.

I believe UPSPAC is an essential investment in our company's
future. As a partner, you have a strong vested interest in
what happens to our business. Contributing to UPSPAC is one
vital means of influencing that outcome.

Remember your decision is voluntary and confidential. The
enclosed brochure and contribution card provide additional
information. I hope you will join me and give your financial
support to UPSPAC.

Thank you,

Oy 7elam

Kent C. Nelson
Chairman and
Chief Executive Officer
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If you're interested in protecting
your investmant in UPS, then one
of the Dest investments you can
make 8 a contribution to United
Parcel Service Political Action
Commuttes (UPSPAC). Your contri-
bution will directly support UPS's
nterests on both federal and state
'legisialive issues.

issues currently being debated
nclude intrastate deregulation,
customs requlations, postal reform,
and alternative fuel requirements.
These and other issues directly
mpact UPS's operating authority,
flexiDility and its costs.

To help ensure that the laws
enacted don't adversely affect our
operations and service, we need
continued invotvement in the
political process. Your support

of UPSPAC is one way to make
sure UPS's voice 1s heard.

'~ Are PACs necessary?

There has been a good deal

of debate about the role PACs play
n glecting candidates to public
office. But, the fact remains that
PACs are an efficient means for
ceople with common interests to
pool thewr resources and contribute
o0 the campaigns of candidates
they favor. UPSPAC supports those
candaigates who believe in fair
competition, and who understand
the mportance of UPS's service

+0 the public.

1991 UPSPAC Contributions

Today, PACs supply one-third

of all federal campaign financing.
In 1990, it cost an average of about
$520,000 to run for a seat in the
House of Representatives, and over
$4 million to run for the Senats.

You and UPSPAC

in 1989 UPSPAC received a little
over $400.000 based on 38 percent
participation from our managers
and supervisors. In 1990 we
committed to improve that perform-
ance, particularly the participation
level. The result was a substantiai
increase in contrntutions to
$645,000. But more importantly,
the participation level increased

to 61 percent.

1989-90 Election Cycie PAC Receipts
$10.5

1.5

11
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Teamaters USPS Fodoral ure
Expross

This past year. we intensified

our efforts to make people aware
of how important their PAC is

to the future of our company.

We made an effort to have managers
meet personally with their people
to explain the urgency of the
legislative chailenges facing our
company. The result was gratifying.
We raised over $1 million, with

a participation level of 69 percent.
In 1992 we hope to further increase
participation.

Can you suggest
a recipient?

UPS partners may suggest
recipients for contributions through
the corporate Public Affairs Group.
Each proposai is reviewed by the
Contributions Steering Committee.
consisting of Public Affairs repre-
sentatives and a member of the
UPS Management Committee.

All recommengations must

pe approved by the Corporate
UPSPAC Chairman.

When you make your UPSPAC contri-
bution, use the enciosed contribution
card. This card must be signed by you,
the empioyee. in order to authornze
UPS to accept the contnbution.

In addition, your check must be

a personal one and signed by erther
yOu Of your SpOuse.

If you'd like to take adventage

of the peyroli deduction option, check
the appropnate box on the enciosed

contrbution card. A deduction may be

taken on a one-tme or 10-month basis.

will beg in August.
How much should you contribute?

The amount you shouid contribute 18 a
personal decxmon and will neither benefit
nor disadvantage you in your job at UPS
Please heep n ming that as a resuit !
of the Revenus Act of 1987, comributions
t0 polrhical achon commitiees are not
tax deductible.

The suggested amounts are as follows:
we do NOt recom mend contributions
n excess of the suggested amount.*"

$50 - Supervisors who are one-unit,
Managers incentive Plan

partcpants

$100 - Two-unt Managers Incentive
Plan c="er managers
for managers wiih equivalent
respons=tility)

$200 - Deinct department and onvision
MaNagers, region and nationai
staff who are Stock Option
Plan particpants.

$300 - Region department managers

$400 - Dstnct managers. national

decision whether or not to particpate
and the amount of your comnbuton will
be kept confidental withun the company
and wiil not otherwise be disclosed
except 10 reguUISIory agencies as
required by law

""NOTE" Caiforma resssents snowu -or'act
UPSPAC 1o Ostermng how n~.c* o oot
COMNBULION went 10 UPSPAC (8 +» -2
committod # yOU &9 MBIUNG or™as  r'*
butions outssde UFPSPAC o Ca "~ a ytate

and local Candales and/or ~ o Tees
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as treasurer

United Parcel Service
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I. GENERATION OF MATTER

This matter was generated by a complaint filed on April 24,

19931, by Michael P. Kohr, against his former employer, United

Parcel Service of America, Inc. (UPS), and its PAC, the United

: It should be noted that the complainant has either filed
this complaint or provided copies of it, to other federal
agencies, members of the House and Senate, news and talk shows
and others individuals.




-

Parcel Service Political Action Committee (UPSPAC).z

(See
Attachment 1.) On May 25, 1993, Mr. Kenneth L. Schellie, Jr.,
filed a response on behalf of UPS and UPSPAC. (See
Attachment 2.)

IXI. PACTUAL AND LEGAL ANALYSIS

The Federal Election Campaign Act of 1971, as amended ("the
Act”"), prohibits a corporation, or a separate segregated fund
established by the corporation, from soliciting contributions to
that fund from any person other than its stockholders and their
families and its executive or administrative personnel and their
families. 2 U.S.C. § 441b(b)(4). A corporation may solicit the
executive or administrative personnel of its subsidiaries,
branches, divisions, and affiliates and their families.

11 C.F.R. § 114.5(g)(1). The Act defines "executive or
administrative personnel” as individuals employed by a
corporation who are paid on a salary, rather than hourly, basis
and wvho have policy-making, managerial, professional, or
supervisory responsibilities. 2 U.S.C. § 441b(b)(7); 11 C.F.R.
§ 114.1(c).

A separate segregated fund is prohibited from making a
contribution or expenditure utilizing money or anything of value
secured by physical force, job discrimination, financial
reprisals, or the threat of force, job discrimination, or
financial reprisal. 2 U.S.C. § 441b(b)(3)(A); 11 C.F.R.

§ 114.5(a). All written solicitations for contributions to a

2 UPSPAC’'s Statement of Organization was filed with the
Commission on August 30, 1976. The committee reported a total
of $669,607 cash on hand in its May monthly report.




separate segregated fund must inform the person being solicited

e

that he has the right to refuse to contribute without any
reprisal. 2 U.S.C. § 441b(b)(3)(C); 11 C.F.R. § 114.5(a)(4).
Additionally, all written solicitations must contain statements
informing the person being solicited of the political purposes
of the fund. 2 U.S.C. § 441b(b)(3)(B); 11 C.P.R. § 114.5(a)(3).

Guideiines for contributions may be suggested by a corporation

or its separate segregated fund, provided that the person being

solicited is informed that the guidelines are merely suggestions
and that he is free to contribute more or less than the
suggested guidelines without fear that the corporation will
favor or disadvantage anyone by reason of the amount of their
contribution or their decision not to contribute. 11 C.P.R.

§ 114.5(a).

Pursuant to 2 U.S.C. § 434(b), every committee must file
reports which disclose the amounts of all contributions to
federal candidates, the name of the federal candidate, and the
address of the candidate.

A corporation may use its general treasury monies,
including monies obtained in commercial transactions and dues
monies or membership fees, for the establishment,
administration, and solicitation of contributions for its
separate segregated fund. 2 U.S.C. § 441b(b)(2)(C); 11 C.F.R.
§ 114.5(b). Also, a corporation may exercise control over its
separate segregated fund; for example, by directing the
disbursement of voluntary contributions to its separate

segregated fund, including the determination of the candidates
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to whom the contributions are made. 11 C.P.R. § 114.5(d).
A. CONPLAINT AMD RESPONSE

The Complainant in this matter alleges that when he was
employed with UPS as a member cof management, UPS tried to coerce
him and other management personnel to make contributions to
UPSPAC. Mr. Kohr states that he is concerned about how “UPS
strong arms its supervisory people into contributing to
(UPSPAC]." MNr. Kohr also states that he and other management
personnel received a newsletter from UPS soliciting suggested
contributions for UPSPAC, and a card which was tc be returned
with the donor’s contribution. It is Mr. Kohr’s assertion that
contributions were not kept anonymous. He states that although
employee’s names were not used, the contribution cards included
the employee number of the person being solicited in the upper
right hand corner. Mr. Kohr states further, that this employee
number was used on "every file, every payroll check, in fact on
every official form that pertained to a particular employee.”
Mr. Kohr alleges that initially he and other supervisors were
told by upper management that the employee numbers were for
“accounting and tax purposes.”

Mr. Kohr states that UPSPAC had a very low response from
management personnel from his office, and that his superiors
“suggested that perhaps those that had not contributed did not
belong as management personnel at UPS." Mr. Kohr also indicated
that his superior met with him and other management personnel on
more than one occasion in an attempt to increase the amount of

contributions from his division. It is Mr. KRohr'’s assertion




-
that only after "we as a group of supervisors" sent in
contributions to UPSPAC, did the pressure from his superiors
cease. Mr. Kohr further asserts that the "employee number" on
the donation cards was used to assist his superior in
determining which management personnel had contributed to

UPSPAC.

Mr. Kohr also states that an overseas subsidiary of UPS,

Overseas Partners Limited, was based in Bermuda "to cake
advantage of the tax laws in the country.” Mr. Kohr asserts
further that UPS set up Overseas Partners Limited to evade
paying taxes on income, generated by Overseas Partners Limited,
to the United States goverment.

Kenneth L. Schellie, Jr., UPSPAC’s treasurer, responded to
Mr. Kohr’s complaint for both UPS and UPSPAC. MHNMr. Schellie
states that UPSPAC has thus far received contributions of $1.24
million from approximately 15,630 contributors during the
1992-93 solicitation. Mr. Schellie also notes that Mr. Kohr's
complaint is the only one that the Commission has ever received
concerning UPSPAC.

Mr. Schellie states that UPSPAC solicits contributions from
its "executive and administrative personnel who are also
shareowners of UPS on an annual basis", and that UPSPAC used
the following routine methods *o solicit the contributions:

Each year a brochure is given to eligible

contributors, together with (i) a contribution

card (ii) a letter from UPS’'s Chairman, and (iii)

a return envelope addressed to the Treasurer of

UPSPAC. We also have used video, slide and oral

presentations at meetings where eligible

contributors are gathered to explain UPSPAC and

to solicit contributions. In each case, we make
it clear that contributions are voluntary and




will be kept confidential. Contributions are,
returned directly to the Treasurer of UPSPAC.

il

Mr. Schellie does admit that "UPS employee number" (Sociasl
Security Number) appears on the UPS contribution card, but
states that the purpose of the "employee number” is to track
contributions for PEC reporting and for payroll deductions.

Mr. Schellis adds, that "[{t]he identity of the contributors and
non-contributors is kept highly confidential within the Company
and is not disclosed to anyone not among the small circle of
UPSPAC personnel with a clear need to know."™ Mr. Schellie also
states that top level UPS managers are provided with reports
regarding contributions made at district, region and corporate
department level, which centains information only on the number
of contributors in the aggregate. Mr. Schellie states that
these reports do not contain information concerning the identity
of any contributors and could not be used to pressure any
employee to contribute to UPSPAC.

B. ANALYSIS

As noted above, it is impermissible for a separate
segregated fund to make a contribution or an expenditure from
money or anything of value secured by physical force, job
discrimination, financial reprisals, or the threat of force, job
discrimination, or financial reprisal. Although the Complainant
in this matter has accused UPS and UPSPAC of using impermissible

threats in order to obtain contributions from its managers, the

= 1 A copy of UPSPAC’'S most current materials, including a
brochure and contribution card, were enclosed along with its
response.
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Respondents’ response only explained UPSPAC’s procedures for
soliciting contributions and asserted that this was the first
complaint ever filed with the Commisgion concerning UPSPAC.

The Respondents do not specifically deny that threats were made
by Mr. Kohr’s supervisors in order to obtain contributions from
Mr. Kohr and other management personnel.

Based upon the foregoing, there is reason to believe that
United Parcel Service and United Parcel Service Political Action
Committee and Kenneth L. Schellie, Jr., as treasurer, violated
2 U.S.C. § 441b(b){3)(A) and 11 C.F.R. § 114.5(a).

As to the Complainant’s assertions concerning Overseas
Partners Limited, this matter does not fall under the
Commission’s jurisdiction. Therefore, this Office makes no
recommendations regarding these allegations.

III. RECOMMENDATIONS

1. PFrind reason to believe that United Parcel Service and
United Parcel Service Political Action Committee and
Kenneth L. Schellie, Jr., as treasurer, violated 2 U.S.C.
§ 441b(b)(3)(A) and 11 C.F.R. § 114.5(a).

2. Approve the attached Factual and Legal Analyses and
appropriate letters.

Lawrence M. Noble
General Counsel

/4~ 20—9>
Date Lois G. LeZne
Associate’/ General Counsel

Attachments
1. Complaint
2. Response
3. Factual and Legal Analysis (UPS)
4 Factual and Legal Analysis (UPSPAC)




FEDERAL ELECTION COMMISSION

WASHINCTONS DC 20and

LAWRENCE M. NOBLE
GENTRAL COUNSEL

FROM: MARJORIE W. EMMONS/BONNIE J. l(ﬁ@/
COMMISSION SECRETARY

DATE: NOVEMBER 10, 1993
SUBJECT: MUR 3770 - FIRST GENERAL COUNSEL'S REPORT
DATED OCTOBER 20, 1993.
The above-captioned document was circulated to the

Commission on Thuraday, October 21, 1993 at 11:00 a.m.,

Objection(s) have been received from the

Commissioner(s) as indicated by the name(s) checked below:

Commissioner Aikens XXX

Commissioner Elliott
Commissioner McDonald
Commissioner McGarry
Commisgsioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda

for Tuesday, November 16, 1993

Please notify us who will represent your Division before
the Commission on this matter.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 3770

United Parcel Service Political Action
Committee and Kenneth L. Schellie,
Jr., as treasurer;

United Parcel Service;

Overseas Partners Limited

P Nl N Nt St st

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on
November 16, 1993, do hereby certify that the Commission
decided by a vote of 4.1 to take the following actions in
MUR 3770:
1. Find reason to believe that United Parcel
Service and United Parcel Service Political
Action Committee and Kenneth L. Schellie,
Jr., as treasurer, violated 2 U.S.C.
§ 441b(b)(3)(A) and 11 C.F.R. § 114.5(a).
2. Approve the Factual and Legal Analyses and
appropriate letters as recommended in the
General Counsel‘’s report dated Octobsr 20, 1993.
Commissioners Elliott, McDonald, Potter, and Thomas
voted affirmatively for the decision; Commissioner Aikens

dissented; Commissioner McGarry was not present.

Attest:

gate: fj Har%orfe W. Emmons

Secretary of the Commission




FEDERAL ELECTION COMMISSION

WASHINGTON. DC 2046}
NOVEMBER 22, 1993

Kenneth L. Schellie, Jr.
UPSPAC

400 Perimeter Center
Terraces North

Atlanta, GA 30346

Dear Mr. Schellie:

On November 16, 1993, the Federal Election Commission found
that there is reason to believe United Parcel Service Political
Action Committee (“"Committee®™) and you, as treasurer, violated
2 U.S.C. § 441b(b)(3)(A), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"), and 11 C.P.R.

§ 114.5(ai of the Commission’s rules and regulations. The
ractual and Legal Analysis, which formed a basis for the
Commission’s finding, is attached for your information.

You may submit any factual or legal aaterials that you
believe are relevant to the Commission’s consideration of this
matter. Please submit such materials to the General Counsel'’'s
Office within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under oath. 1In the
absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and
proceed with conciliation.

1f 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 the
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 the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on prcbable cause
have been mailed to the respondent.

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




MUR 3770
Page 2.

must be demonstrated. 1In addition, the Office of the General
Counsel ordinarily will not 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 authorizing such counsel to receive any notifications and
other communications from the Commission.

This matter will remain 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.

ror your information, we have enclosed a brief description
of the Commission’s procedures for handling possible violations
of the Act. If you have any questions, please contact Lawrence
D. Parrish, the attorney assigned to this matter, at (202)
219-3400.

Sincerely,
//

—oE e

Scott E. Thomas
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form




FEDERAL ELECTION COMMISSION
PACTUAL AND LEGAIL ANALYSIS
RESPONDENTS: United Parcel Service Political
Action Committee and Kenneth L.
Schellie, Jr., as treasurer

I. GENERATION OF MATTER

This matter was generated by a complaint filed on April 24,
1993, by Michael P. Kohr, against his former employer, United
Parcel Service of America, Inc. (UPS), and its PAC, the United
Parcel Service Political Action Committee (UPSPAC). On May 25,
1993, Mr. Kenneth L. Schellie, Jr., filed a response on behalf
of UPS and UPSPAC.

I1. PFPACTUAL AND LEGAL ANALYSIS

The Pederal Election Campaign Act of 1971, as amended ("the
Act"), prohibits a corporation, or a separate segregated fund
established by the corporation, from soliciting contributions to
that fund from any person other than its stockholders and their
families and its executive or administrative personnel and their
families. 2 U.S.C. § 441b(b)(4). A corporation may solicit the
executive or administrative personnel of its subsidiaries,
branches, divisions, and affiliates and their families.

11 Cc.F.R. § 114.5(g)(1). The Act defines "executive or
adainistrative personnel” as individuals employed by a
corporation who are paid on a salary, rather than hourly, basis
and who have policy-making, managerial, professional, or
supervisory responsibilities. 2 U.S.C. § 441b(b)(7); 11 C.r.R.
§ 114.1(c).




A separate segregated fund is prohibited from making a
contribution or expenditure utilizing money or anything of value
secured by physical force, job discrimination, financial
reprisals, or the threat of force, job discrimination, or
financial reprisal. 2 U.S.C. § 441b(b)(3)(A); 11 C.FP.R.

§ 114.5(a). All written solicitations for contributions to a

separate segregated fund must inform the person being solicited

that he has the right to refuse to contribute without any

reprisal. 2 U.S.C. § 441b(b)(3)(C); 11 C.F.R. § 114.5(a)(4).
Additionally, all written solicitations must contain statements
informing the person being solicited of the political purposes
of the fund. 2 U.S.C. § 441b(b)(3)(B); 11 C.F.R. § 114.5(a)(3).
Guidelines for contributions may be suggested by a corporation
or its separate segregated fund, provided that the person being
solicited is informed that the guidelines are merely suggestions
and that he is free to contribute more or less than the
suggested guidelines without fear that the corporation will
favor or disadvantage anyone by reason of the amount of their
contribution or their decision not to contribute. 11 C.PF.R.

§ 114.5(a).

Pursuant to 2 U.S.C. § 434(b), every committee must file
reports which disclose the amounts of all contributions to
federal candidates, the name of the federal candidate, and the
address of the candidate.

A corporation may use its general treasury monies,
including monies obtained in commercial transactions and dues

monies or membership fees, for the establishment,




administration, and solicitation of contributions for its
separate segregated fund. 2 U.S.C. § 441b(b)(2)(C); 11 C.F.R.
§ 114.5(b). Also, a corporation may exercise control over its
separate segregated fund; for example, by directing the
disbursement of voluntary contributions to its separate
segregated fund, including the deteramination of the candidates
to whom the contributions are made. 11 C.F.R. § 114.5(4).

A. COMPLAINT AND RESPONSE

The Complainant in this matter alleges that when he was
employed with UPS as a member of management, UPS tried to coerce
him and other management personnel to make contributions to
UPSPAC. Mr. Kohr states that he is concerned about how "UPS
strong arms its supervisory people into contributing to
[UPSPAC)." Mr. Kohr also states that he and other management
personnel received a newsletter from UPS soliciting suggested
contributions for UPSPAC, and a card which was to be returned
with the donor’s contribution. It is Mr. Kohr’s assertion that
contributions were not kept anonymous. He states that although

employee’s names were not used, the contribution cards included

the employee number of the person being solicited in the upper

right hand corner. Mr. Kohr states further, that this employee
number was used on "every file, every payroll check, in fact on
every official form that pertained to a particular employee."
Mr. Kohr alleges that initially he and other supervisors were
told by upper management that the employee numbers were for
"accounting and tax purposes.”

Mr. Kohr states that UPSPAC had a very low response from




management personnel from his office, and that his superiors
"suggested that perhaps those that had not contributed did not
belong as management personnel at UPS." Mr. Kohr also indicated
that his superior met with him and other management personnel on
more than one occasion in an attempt to increase the amount of
contributions from his division. 1¢ is Mr. Kohr’'s assertion
that only after "we as a group of supervisors® sent in
contributions to UPSPAC, did the pressure from his superiors
cease. Mr. Kohr further asserts that the "employee number"™ on
the donation cards was used to assist his superior in
Fatermining which management personnel had contributed to
UPSPAC.

Mr. Kohr also states that an overseas subsidiary of UPS,
Overseas Partners Limited, was based in Bermuda “"to take
advantage of the tax laws in the country." Mr. Kohr asserts
further that UPS set up Overseas Partners Limited to evade
paying taxes on income, generated by Overseas Partners Limited,

to the United States goverment.

Kenneth L. Schellie, Jr., UPSPAC’Ss treasurer, :esponded to

Mr. Kohr’s complaint for both UPS and UPSPAC. Mr. Schellie
states that UPSPAC has thus far received contributions of $1.24
million from approximately 15,630 contributors during the
1992-93 solicitation. Mr. Schellie also notes that Mr. Kohr’s
complaint is the only one that the Commission has ever received
concerning UPSPAC.

Mr. Schellie states that UPSPAC solicits contributions from

its "executive and administrative personnel who are also




shareowners of UPS on an annual basis”, and that UPSPAC used the

following routine methods to solicit the contributions:
Each year a brochure is given to eligible
contributors, together with (i) a contribution
card (ii) a letter from UPS’s Chairman, and (1ii)
a return envelope addresgsed to the Treasurer of
UPSPAC. We also have used video, slide and oral
presentations at meetings where eligible
contributors are gathered to explain UPSPAC and
to solicit contributions. 1In each case, we make
it clear that contributions are voluntary and

will be kept confidential. Contributions are
returned directly to the Treasurer of UPSPAC.

1

Mr. Schellie does admit that "UPS employee number"™ (Social
Security Number) appears on the UPS contribution card, but
states that the purpose of the "employee number®™ is to track
contributions for FEC reporting and for payroll deductions.
Mr. Schellie adds, that "[t]he identity of the contributors and
non-contributors is kept highly confidential within the Company
and is not disclosed to anyone not among the small circle of
UPSPAC personnel with a clear need to know." HMr. Schellie also
states that top level UPS managers are provided with reports
regarding contributions made at district, region and corporate
department level, which contains information only on the number
of contributors in the aggregate. Mr. Schellie states that
these reports do not contain information concerning the identity
of any contributors and could not be used to pressure any

employee to contribute to UPSPAC.

1« A copy of UPSPAC’'s most current materials, including a
brochure and contribution card, were enclosed along with its
response.




B. ANALYSIS
As noted above, it is impermissible for a separate
segregated fund to make a contribution or an expenditure from

money or anything of value secured by physical force, job

discrimination, financial reprisals, or the threat of force, job

discrimination, or financial reprisal. Although the Complainant
in this matter has accused UPS and UPSPAC of using impermissible
threats in order to obtain contributions from its managers, the
Respondents’ response only explained UPSPAC’s procedures for
soliciting contributions and asserted that this was the first
complaint ever filed with the Commission concerning UPSPAC.

The Respondents do not specifically deny that threats were made
by Mr. Kohr’s supervisors in order to obtain contributions from
Mr. Kohr and other management personnel.

Therefore, there is reason to believe that United Parcel
Service Political Action Committee and Kenneth L. Schellie, Jr.,
as treasurer, violated 2 U.S.C. § 441b(b)(3)(A) and 11 C.P.R,

§ 114.5(a).
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FEDERAL ELECTION COMMISSION

WASHINCTON, DC 204013

NOVEMBER 22, 1993

Kenneth L. Schellie, Jr.
UPSPAC

400 Perimeter Center
Terraces North

Atlanta, GA 30346

MUR 3770

Dear Mr. Schellie:

Oon November 16, 13593, the Federal Election Commission found
that there is reason to believe United Parcel Service violated
2 U.S.C. § 441b(b)(3)(A), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"), and 11 C.Fr.R.
§ 114.5(a) of the Commission’s rules and regulations. The
Factual and Legal Analysis, which formed a basis for the
Commission’s finding, is attached for your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of this
matter. Please submit such materials to the General Counsel’s
Office within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under ocath. 1In the
absence of additional information, 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 0Office of the
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 the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

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




MUR 3770
Page 2.

must be demonstrated. 1In addition, the Office of the General
Counsel ordinarily will not 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 authorizing such counsel to receive any notifications and
other communications from the Commission.

This matter will remain confidential in accordance with
2 U.8S.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.

ror your information, we have enclosed a brief description
of the Commission’s procedures for handling possible violations
of the Act. If you have any questions, please contact Lawrence
D. Parrish, the attorney assigned to this matter, at (202)
219-3400.

Sincerely,

Scott E. Thomas
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: United Parcel Service HUR: 3770

I. GENERATION OrF HMATTER

This matter was generated by a complaint filed on April 24,
1993, by Michael P. Kohr, against his former employer, United
Parcel Service of America, Inc. (UPS), and its PAC, the United
Parcel Service Political Action Committee (UPSPAC). On May 25,
1993, Mr. Kenneth L. Schellie, Jr., filed a response on behalf
of UPS and UPSPAC.

I1. PACTUAL AND LEGAL ANALYSIS

The Federal Election Campaign Act of 1971, as amended ("the
Act"), prohibits a corporation, or a separate segregated fund
established by the corporation, from soliciting contributions to
that fund from any person other than its stockholders and their
families and its executive or administrative personnel and their
families. 2 U.S.C. § 441b(b)(4). A corporation may solicit the
executive or administrative personnel of its subsidiaries,
branches, divisions, and affiliates and their families.

11 C.P.R. § 114.5(g)(1). The Act defines "executive or
administrative personnel”™ as individuals employed by a
corporation who are paid on a salary, rather than hourly, basis
and who have policy-making, managerial, professional, or
supervisory responsibilities. 2 U.S.C. § 441b(b)(7); 11 C.F.R.

§ 114.17¢).

A separate segregated fund is prohibited from making a




contribution or expenditure utilizing money or anything of value
secured by physical force, job discrimination, financial
reprisals, or the threat of force, job discrimination, or
financial reprisal. 2 U.S.C. § 441b(b)(3)(A); 11 C.P.R.

§ 114.5(a). All written solicitations for contributions to a
separate segregated fund must infora the person being solicited
that he has the right to refuse to contribute without any
reprisal. 2 U.S.C. § 441b(b)(3)(C); 11 C.F.R. § 114.5(a)(4).
Additionally, all written solicitations must contain statements
informing the person being solicited of the political purposes
of the fund. 2 U.S.C. § 441b(b)(3)(B); 11 C.F.R. § 114.5(a)(3).

Guidelines for contributions may be suggested by a corporation

or its separate segregated fund, provided that the person being

solicited is informed that the guidelines are merely suggestions
and that he is free to contribute more or less than the
suggested guidelines without fear that the corporation will
favor or disadvantage anyone by reason of the amount of their
contribution or their decision not to contribute. 11 C.P.R.

§ 114.5(a).

Pursuant to 2 U.S.C. § 434(b), every committee must file
reports which disclose the amounts of all contributions to
federal candidates, the name of the federal candidate, and the
address of the candidate.

A corporztion may use its general treasury monies,
including monies obtained in commercial transactions and dues
monies or membership fees, for the establishment,

administration, and solicitation of contributions for its




separate segregated fund. 2 U.S.C. § 441b(b)(2)(C); 11 C.Fr.R.
$§ 114.5(b). Also, a corporation may exercise control over {ts
separate segregated fund; for example, by directing the
disbursement of voluntary contributions to its separate
segregated fund, including the determination of the candidates
to whom the contributions are made. 11 C.P.R. § 114.5(d).

A. CONMPLAINT AND RESPOMSE

The Complainant in this matter alleges that when he was
employed with UPS as a member of management, UPS tried to coerce
him and other management personnel to make contributions to
UPSPAC. Mr. Kohr states that he is concerned about how "UPS
strong arms its supervisory people into contributing to
[UPSPAC)." Mr. Kohr also states that he and other management
personnel received a newsletter from UPS soliciting suggested
contributions for UPSPAC, and a card which was to be returned
with the donor’s contribution. It is Mr. Xohr’s assertion that
contributions were not kept anonymous. He states that although
emaployee’s names were not used, the contribution cards included

the employee number of the person being solicited in the upper

right hand corner. Mr. Kohr states further, that this employee

number was used on "every file, every payroll check, in fact on
every official form that pertained to a particular employee."
Mr. Kohr alleges that initially he and other supervisors were
told by upper management that the employee numbers were for
"accounting and tax purposes."”

Mr. Kohr states that UPSPAC had a very low response from

management personnel from his office, and that his superiors




"suggested that perhaps those that had not contributed did not
belong as management personnel at UPS." MNr. Kohr also indicated
that his superior met with him and other management personnel on
more than one occasion in an attempt to increase the amount of
contributions from his division. It is Mr. Kohr'’s assertion
that only after "we as a group of supervisors"™ sent in
contributions to UPSPAC, did the pressure from his superiors
cease. Mr. Kohr further asserts that the “"employee number" on
the donation cards was used to assist his superior in
determining which management personne¢l had contributed to
UPSPAC.

Mr. Kohr also states that an overseas subsidiary of UPS,
Overseas Partners Limited, was based in Bermuda "to take
advantage of the tax laws in the country." MNr. Kohr asserts
further that UPS set up Overseas Partners Limited to evade
paying taxes on income, generated by Overseas Partners Limited,
to the United States goverment.

Kenneth L. Schellie, Jr., UPSPAC’s treasurer, responded to
Mr. Kohr’s complaint for both UPS and UPSPAC. Mr. Schellie

states that UPSPAC has thus far received contributions of $1.24

million from approximately 15,630 contributors during the

1992-93 solicitation. Mr. Schellie also notes that Mr. Kohr's
complaint is the only one that the Commission has ever received
concerning UPSPAC.

M:i. Schellie states that UPSPAC solicits contributions from
its "executive and administrative personnel who are also

shareowners of UPS on an annual basis™, and that UPSPAC used the




following routine methods to solicit the contributions:
Bach year a brochure is given to eligible
contributors, together with (i) a contribution
card (ii) a letter from UPS’'s Chairman, and (iii)
a return envelope addressed to the Treasurer of
UPSPAC. We also have used video, slide and oral
presentations at meetings where eligible
contributors are gathered to explain UPSPAC and
to solicit contributions. In each case, we xake
it clear that contributions are voluntary and
will be kept confidential. Contributions are
returned directly to the Treasurer of UPSPAC.

1

Mr. Schellie does admit that "UPS employee number” (Social
Security Number) appears on the UPS contribution card, but
states that the purpose of the "employee number” is to track
contributions for FEC reporting and for payroll deductions.
Mr. Schellie adds, that "[t]lhe identity of the contributors and
non-contributors is kept highly confidential within the Company
and is not disclosed to anyone not among the small circle of
UPSPAC personnel with a clear need to know." MNr. Schellie also
states that top level UPS managers are provided with reports
regarding contributions made at district, region and corporate
department level, which contains information only on the number
of contributors in the aggregate. Mr. Schellie states that
these reports do not contain information concerning the identity

of any contributors and could not be used to pressure any

employee to contribute to UPSPAC.

A copy of UPSPAC’s most current materials, including a
brochure and contribution card, were enclosed along with its
response.




B. ANALYSIS

As noted above, it is impermissible for a separate
segregated fund to make a contribution or an expenditure from
money or anything of value secured by physical force, job
discrimination, financial reprisals, or the threat of force, job

discrimination, or financial reprisal. Although the Complainant

in this matter has accused UF5 and UPSPAC of using impermissible

threats in order to obtain contributions from its managers, the
Respondents’ response only explained UPSPAC’s procedures for
soliciting contributions and asserted that this was the first
complaint ever filed with the Commission concerning UPSPAC.
The Respondents do not specifically deny that threats were made
by Mr. Kohr’s supervisors in order to obtain contributions from
Mr. Kohr and other management personnel.

Therefore, there is reason to believe that United Parcel
Service violated 2 U.S.C. § 441b(b)(3)(A) and 11 C.P.R.
§ 114.5(a).
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Lavrence D. Parrish, Esq.
Office of the General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 3770 (United Parcel
Service, Inc. et al)

Dear Mr. Parrish:
This is to confirm our telephone conversation today at which
time I advised you that this office represents United Parcel
("UPS") as well as UPSPAC and its treasurer, Kenneth

Service, Inc.
Schellie, in the above-captioned matter. Enclcsed please find
executed Statements of Designation of Counsel to that effect.

It is my understanding that two letters dated November : >,

1993, were sent to Mr. Schellie advising him that the Commission
has found "reason to believe®™ that UPS and UPSPAC respectively
In our conversation

violated the Federal Election Campaign Act.
I requested a meeting with you and Assistant General Counsel

~J30¢e E
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Our clients wish to provide

today,
Abigail Shaine to discuss this case.
additional information, if possible, in order to demonstrate that

no violation has occurred.
I look forward to your confirmation of such a meeting.

Sincerely,

Jan Witold Baran
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RESTONDENT’S NAME: United Parcel Service PAC (UPSPAC)
and Kenneth Schellie, JY._  as Treasurer

TELSPHONE: HOMEZ! )
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NAME OF COUNMBEL: Jan Witold Baran, Esq.

ADDRESS : Wiley, Rein & Fielding

1776 K Street, N.W.

Washington, D. C. 20006

(202) 429-7330
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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

rhe Commission.

Date

Dec. 8, 1993 H....;ZL 'Zc-i;é,é&._,gz

Signature

RESPONDENT'S NAMR: United Parcel Service, Inc.
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Michael P. Kohr
R.F.D. #3 Box 236A
Princeton, IL 61356
815-872-0030

Mr. Marty Lewis
c/o FEC

999 East Street NW , ,
aum:;ton.r[&fc. 20463 muf, QS -7 FE

Dear Mr. Lewis:

Following is my affidavit in reference to my experience at United Parcel
Service and that corporation's tactics in extorting "donations" to the
political action committee, UPSPAC.

1 was employed from 1975 to 1992 at United Parcel Service. I was a full-
time supervisor from 1982 until 1992. During that time frame I was subjected
to intimidation, harassment, and pressured into "donating™ money to a
political action committee called UPSPAC.

UPSPAC was formed in 1989 with the authorization of United Parcel Service
and claims to be separate from that corporation. In 1989, supervisors, were
informed of UPSPAC's inception and intent by our managers. I also received a
letter, via the United States Postal Service, from UPSPAC that explained the
PAC and suggested a dollar amount that supervisors should "donate.” In
addition to the letter I also received a "Donation Card” that the letter
instructed must be returned with my "donation.” This "Donation Card"™ had typed
on it, my individual payroll number, 472047. United Parcel Service has
computerized files on each of its employees and the payroll number appears on
nearly every important document pertaining to an individual employee. Access
to an employee's payroll number enables one to access that persons files
through UPS's computer system.

That first year, 1989, we as a group of supervisors, in the Peru Center,
did not donate to UPSPAC. T believe the other supervisors were at that time,
Dan Voitik, now in customer service, and Larry Kedzie, now assigned to the
Palatine Center. We had questions as to the legality of the payroll number
appearing on the "donation card." We were informed by our center manager, Tom
Carter, now assigned to the Rockford Center, and our division manager, Jim
Dobbins, now retired, that the number appeared only for legalities concerning
the FEC. We were assured that only the coordinator of UPSPAC had access to who
donated and those UPS partners that did not.

In-spite of our doubts about this explanation and our fears that we would
be held to the fire if we did not "donate,” we did not contribute to UPSPAC
that year. The other supervisors and I had fundamental objections about all
PACs and their effect on our political establishment. 1 was also upset by what
I perceived to be an act of intimidation on the part of the PAC and UPS by
including our payroll numbers on the "donation cards.™ At meetings and
training seminars I found my feelings shared by many other supervisors from
other operations. It seemed as 1f 1 could find nobody that had “donated" to
UPSPAC that first year. At years end we were informed by our managers that
UPSPAC had only received "donations™ from a fraction of partners contacted. We
were also informed of their dissatisfaction with this result. If my memory




serves me correctly the figure we were given was 17% of UPS partners had
"donated™ to UPSPAC in 1989. I was still worried that UPS would identify which
partners had "donated" and those that chose their constitutional right not to,
but I was encouraged that so many partners had not donated that there was
nothing upper management at UPS could do about it. Very shortly I was to be
corrected in this thinking.

Early in 1990 myself, Dan Voitik and a new supervisor, Kerry Snyder (Larry
Kedzie was transferred to the Palatine facility), were informed by our center
manager, Tom Carter, about a UPS meeting he had attended, in which UPSPAC and
the abysmal response of UPS partners in donating to this PAC was discussed.
Tom informed us that he was instructed to relay the message that partners that
worked at UPS, that could not agree to "donate"™ to UPSPAC did not deserve to
work at UPS, and should perhaps start looking for work elsewhere. I was not
pleased by this message but knowing that it was logistically impossible for
UPS to fire over 80% of its supervisors 1 held back in "donating," again.

After a month or so, we as a group cf center supervisors, were again
talked to about UPSPAC, this time by our division manager. We were aware
through company documents that the "donations" to UPSPAC in early 1990 were as
soor as those of 1989. Our division manager, Jim Dobbins, reviewed 1989's poor
response to UPSPAC by UPS' partners and presented us with a breakdown of
"donations" by region throughout the company. He held these meetings with all
supervisors in his division. He also told us that UPS was pursuing a more
aggressive push to solicit donations on behalf of UPSPAC in 1990. A month or
two passed and through company documents we knew that on a national level the
response to UPSPAC was not improving.

Again we were summoned to 3 meeting to discuss UPSPAC with our division
manager. He now presented further breakdowns of the "donations"™ to UPSPAC by
UPS pa~tners in a district by district level. In addition to district levels
of "donations™ the numbers were alsc broke down on a district level by
managers, supervisors, and staff level managers. This was our third "closed
door" meeting about UPSPAC with our managers. In each meeting we had been
presented with ever smaller breakdowns of how various units of UPS had
responded to UPSPAC's call for money. The three larger units of the company
had been broke down for us. There was left the division level, the center
level, and the individual level. As none of us 1n the center had "donated"” to
UPSPAC and I knew of nobody within the division leve! that had donated, the
company had only to take the breakdown one more step to identify us as among
the "unfaithful™ that did not deserve to work for UPS. Of course I was
unbelieving that the company did not have knowledge of each individuals
‘ " cards gave the company

participation. The payroll number on our "donatior

instantaneous access to that information

Jur managers y « f say that they did not have knowledge of
lividual p cipatio nd in fact stated that such knowledge was in

an nf +F

It was afte his third meeting that we supervisors, in the center decided
it was 1n the interest of our careers tc “donate" to UPSPAC in-spite of our
fundamental ob; ions to PAC's. Curiously, after we supervisors, in the Peru
1 I % " to UPSPAC nc more meetings on the subject were
1d to us on the topic. I feel we were no lorger

because our managers knew we had coughed

hure 1t states, "It [UPSPAC] 1s authorized by
company and accountable to the Federal Election
15 separate why are internal UPS company codes,
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namely payroll numbers, used by this PAC on their "donation" cards? Would not
names and addresses be sufficient, or perhaps the social securty numbers? Why
was 1t so important that this code, the payroll number, which allowed anyone
with access to UPS's computer system to almost instantaneously compile a list
and file of those that donated and those that did not? A list that would be
automatically compiled by region, district, division, center and lastly by
individual levels. If UPSPAC 1s separate why does UPS upper management spend
time, effort, and expense in tracking “"donations" of UPS's supervisors? If
UPSPAC 1s separate why does UPS force its supervisors to attsrd meetings in
which they are harassed, intimidated and coerced by their managers, into
"donating"™ to UPSPAC? Would not this time, effort, and expense on behalf of
UPSFAC constitute direct support by UPS? These are my feelings now and my
feelings as an employee of UPS then. As an employee of UPS I also felt
intimidated, coerced, and harassed :ntoc making a "donation" to an organisation
that I opposed on the most fundamental precepts. If UPSPAC is accountable to
the FEC as they state in their brochure then I hope that such heavy handed
tactics, and morally repugnant behavior practiced by UPS will be punished and
stopped. Suggestions and threats of termination for lack of participation in a
pelitical organiztion 1s the same as extortion and should be treated as such.

Respectfully,

Meedoo) Pet,

] :
Michael P. Kohr
11/22/94

MAH'W

Notary Publig

i DEBRA | LANDRUS
ARY PUBLIC STATE OF ILLINOIS
MY COMMISSION EXP. FEB. 13,1997
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SECRETARIAT
BEFORE THE FEDERAL ELECTION comnrssrom MR 2 3 25 ) 'ss

In the Matter of

SENSITIVE

United Parcel Service Political
Action Committee and

)
)
United Parcel Service ) MUR 3770
)
)
Kenneth L. Schellie, Jr., as treasurer )

GENERAL COUNSEL’S REPORT

I. BACKGROUND

This matter involves allegations by a complainant that United
Parcel Service ("UPS") pressured and intimidated its employees to
con.ribute to United Parcel Service Pulitical Action Committee
{"UPSPAC"). The Commission found reason to believe that UPS, and
UPSPAC and its treasurer, Kenneth L. Schellie, vioclated 2 U.S.C.
§ 441b(b)(3)(A) and 11 C.F.R. § 114.5(a).

The complainant, a former UPS employee, alleged that between
1989 and 1992, while he was a supervisor at UPS, management
officials pressured and intimidated him and other supervisors into
contributing to UPSPAC. He explained that he and other
supervisors received a newsletter from UPS soliciting
contributions for UPSPAC, and a card which was to be returned with
the contribution. Attachment 1. The solicitation advised that
contributions are confidential, but it did not include certain
protections prescribed in 2 U.S.C. § 441b(b)(3) and 11 C.F.R.
§ 114.5(a) ~ that contributions are wvoluntary, that contribution

gquidelines are merely suggestions, and that employees had a right




not to contribute at all.

The complainant explained that he and other supervisors had
fundamental objections about political action committees (PACs) in
general and therefore did not contribute initially. He also
complained that contributions were not kept anonymous;
contribution cards showed each supervisor’s employee number. MHNe
alleged that although management claimed that the employee numbers
were used only for "accounting and tax purposes,” he believed that
the employee number on the contribution cards was used to monitor
contributions to UPSPAC. He explained that he perceived the
presence of the employse number on the UPSPAC donation cards as an
act of indirect intimidation because the employee number made
individual contributors easily identifiable.

The complainant stated that when he and the other supervisors
did not contribute as expected, his superiors indicated that
"partners that worked at UPS, that could not agree to ’'donate’ to
UPSPAC did not deserve to work at UPS, and should perhaps start
looking for work elsewhere.” He also stated that on three
occasions management officials summoned him and other supervisors
into meetings attempting to increase the level of contributions.
He asserted that only after "we as a group of supervisors™ sent in
contributions to UPSPAC, did the pressure from management cease.

In response to the complaint, respondents noted that in all
of the years of UPSPAC’'s existence (since 1976) this complaint is
the only one that the Commission has received concerning UPSPAC.
Respondents advised that UPSPAC received contributions of $1.24

million from approximately 15,630 contributors during 1992-93.
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Respondents further explained that every year UPS solicits
contributions from its "executive and administrative personnel”
who are also shareowners of UPS. Each year a brochure is given to
eligible contributors, together with (i) a contribution card (ii)
a letter from UPS’s Chairman, and (iii) a return envelope
addressed to the Treasurer of UPSPAC. UPS also used video, slide
and oral presentations at meetings to explain UPSPAC and to
solicit contributions. Respondents emphasized that contributions
were to be returned directly to the Treasurer of UPSPAC.

Respondents also claimed they made it clear that
contributions were voluntary and confidential. Respondents
provided a sample of UPSPAC’s solicitation materials consisting of
an information sheet, a solicitation letter dated May 14, 1992,
and a contribution card and envelope. Attachment 2. Under the
heading "How much should you contribute?" the information sheet
stated the following: "[t]he amount you should contribute is a
personal decision and will neither benefit nor disadvantage you
your job at UPS." Attachment 2, page 3. The information sheet
characterized the contribution guidelines therein as "suggested
amounts.”™ In addition, the May 14, 1992 solicitation letter
advised that contributions were voluntary.

Respondents acknowledged that the empioyee number appeared on
contribution cards, but stated that the purpose of the number was
to track contributions for FEC reporting and for payroll
deductions. Respondents noted that "(t)he identity of the
contributors and non-contributors is kept highly confidential

within UPS and is not disclosed to anyone not among the small




circle of UPSPAC personnel with a clear need to know."

Respondents alsc acknowledged that senior UPS managers were

provided with reports regarding contributions made at district,

region and corporate department level. However, respondents noted
that those reports contained information only on the number of
contributors in the aggregate. Furthermore, respondents pointed
out that the reports did not contain information concerning the
identity of contributors, and therefore, could not have been used
to pressure an employee to contribute to UPSPAC.
1I. DISCUSSION

The Commission’s reason to believe finding focused on the
complainant’s allegations of coercion. At that time, this Office
recognized that further investigation was necessary to corroborate
those allegations. It was determined that formal discovery was
premature and that an informal investigatory approach was more
appropriate. The initial step was to interview the complainant to
help assess his credibility and to obtain additional relevant
information from him. 1In this regard, this Office contacted the
complainant by telephone to !iscues =he allegations. Based on
that conversation, this Office decermined that the complainant was
sufficiently credible to warr2at further investigation of the
allegations. A recent sigrec statement from the complainant is
included as Attachment 3.

In response to the Commission’s reason to believe notice,

counsel for respondents deried that a violation occurred




In conjunction with one of the newly-hired investigators,
this Office proceeded to contact former UPS employees who Mr. Kohr
identified.

Mr. Kohr identified six potential corroborating witnesses.
Pou: of them are still employed with UPS, and therefore, were not
contacted. The two remaining individuals were contacted by
telephone. One of those individuals, William R. Tolmie, a former

UPS supervisor from 1985 to 1988, provided some corroboration for

Mr. Kohr's allogations.l/ Specifically, in a telephone interview,

Mr. Tolmie explained that he was employed by UPS from 1980 through
1988 - as a driver from 1980 to 1985, and as a supervisor from
1985 until his resignation in 1988. Mr. Tolmie related that in
the fall of each year between 1985 and 1988, his immediate
supervisor would notify him that a contribution to UPSPAC was
required. Mr. Tolmie related that he was certain that his
supervisor specified the amount that he was expected to contribute
to UPSPAC. He explained that he felt that it was mandatory that
he contribute, but he did not feel threatened. He advised that
this was the normal way that UPS conducted its business. It was

understood that "you either did what was requested of you or you

1/ This Office was unsuccessful in its attempt to obtain a signed
statement from Mr. Tolmie.




would find yourself without a job." He stated that he believed
that full-time supervisors were required to contribute more money
than part-time supervisors. Mr. Tolmie was unable to recall the
amount of his contributions and was unable to provide documentary
evidence of his cont:ibutionl.z/

This Office has exhausted its inforeal investigation into
immediate leads provided by complainant with mixed results. Most
of the individuals the complainant identified as potential
corroborating witnesses are current UPS employees, and therefore,
were not contacted. Additionally, the former employees this
Office contacted were not completely cooperative.é/

At this time, the available information is not sufficient to
establish coercion. Nevertheless, it is noteworthy that the
information sheet respondents provided points to intensified
efforts by UPS to increase employee participation levels during
the period cited in the complaint. Attachment 2, page 3. That
document showed that due to UPS’s efforts employee contributions
to UPSPAC increased from a little over $400,000 in 1989 to
$645,000 in 1990, and to over $1 million in 1991. Likewise,

employee participation increased from 38 percent in 1989 to 61

2/ The public record does not reflect contributions by Mr. Kohr or
the individuals he identified. A probable explanation for this is
that the contributions were not itemizable. The UPSPAC
solicitation the complainant provided listed $25 or $50 as the
suggested contribution for junior managers. Attachment 1.

3/ The other individual the complainant identified, Jim Dobbins, a
former UPS Division Manager, did not respond to telephone calls.
Yet another former UPS employee identified by Mr. Tolmie, Donald
Schwartz, did not want to discuss UPS’s activities.




percent in 1990, and to 69 percent in 1991. Consistently, public
records show increasing levels of contributions to UPSPAC and
increasing levels of contributions by UPSPAC to political
candidates in recent years. Attachment 4.

In order to proceed on the coercion issue the next step would
require this Office to conduct investigation using formal
discovery methods: deposition subpoenas directed to current and
former employees of UPS who already have been identified to this
Office, and documentary and deposition subpoenas directed to UPS
and UPSPAC. However, before engaging in additional, probably
lengthy, investigation on the difficult issue of coercion, this
Office believes that the Commission may be able to achieve a
desired regulatory effect through the available solicitation
materials.

The existing reason to believe finding in this matter was
based on section 441b{b)(3)(A) of the Act (unlawful for a separate
segregated fund to use contributions secured by coercion).
Therefore, to pursue respondents based on the deficient
solicitation materials the Commission would need to modify its
existing reason to believe finding against respondents to include
violations of section 441b(b)(3)(C) of the Act. That provision
makes it unlawful for any person soliciting an employee for a
contribution to a separate segregated fund to fail to inform such
employee, at the time of such solicitation, of the employee’'s
right to refuse to so contribute without any reprisal. 4 U.B.E,
§ 441b(b)(3)(C). The existing reason to believe findings included

violations of the Commission’s regulations at 11 C.F.R.




$§ 114.5(a), which also addresses this right at subparagraph
(a)(4). The Commission’s regulations at 11 C.P.R. § 114.5(a)
impose several other disclosure requirements in solicitations. As
pertinent here, the regulations provide that if a solicitation
specifies a certain dollar amount to be contributed, it must
contain a statement indicating that the proposed amount is merely
a guideline and that the employee is free to contribute a larger
or lesser amount without any fear that the employee will be
disadvantaged based on the amcunt contributed or a decision not to

contribute. 11 C.P.R. § 114.5(a)(2). Also, contribution

guidelines may not be enforced. 1d. Finally, all written

solicitations addressed to employees must contain the required
information. 11 C.F.R. § 114.5(a)(5).

Both the written solicitation which the complainant
submitted and the more recent one respondents provided failed to
advise UPS employees of their right to refuse to contribute to
UPSPAC without reprisal. The solicitation complainant provided
also did not specify that contributions were voluntary and that
contribution guidelines were merely suggestions. Although the
more recent solicitation respondents provided specified that
contributions were voluntary and that the contribution guidelines
were suggested amounts, nowhere did it inform employees of their
right to refuse to contribute to UPSPAC without reprisal. Rather,
it indicated to employees that the only latitude available to them
was in the amount they chose to contribute. Under the heading
"How much should you contribute?” the solicitation stated: "(t]he

amount you should contribute is a personal decision and will




neither benefit nor disadvantage you in your job at UPS."
Attachment 2, page 3.

The complaint itself appears to be a consequence of UPS'y
failure to advise employees of their right to refuse to contribute
to UPSPAC without reprisal. At a minimum, the complaint conveys
the complainant’s perception that he and other UPS employees were
being coerced into contributing to UPSPAC. The legislative
history of section 441b(b)(3)(C) show that the provision was
promulgated to address such a perception. The provision is one of
three safeguards included in the 1976 Senate bill amending the
Act. In the Senate Floor Debates on S. 3065, March 24, 1976,
Senator Cannon, who cosponscred the amendment (No. 1516) which
included the safeguards stated: "(t]lhis same section was further
modified to expand the provision prohibiting coercion by
corporations and labor organizations by adding three specific
prohibitions to protect employees during the solicitation

process."” Legislative History of Federal Election Campaign Act

Amendments of 1976, pages 492-3 (1977).%/

UPS acknowledged that it also made oral solicitations to
its employees. The complainant reported that he was summoned to
three meetings in which oral solicitations were made without the

required notices. Judging from the two written solicitations

4/ The other two safeguards consisted of a requirement that
solicitations state the political purpose of the fund and a
prohibition against an employee soliciting a subordinate employee.
The prohibition against solicitation of a subordinate employee was
dropped in the Conference Report. See Legislative History of
Federal Election Campaign Act Amendments of 1976, page 1077
(1977). (remarks of Congressman Hays).




provided to this Office and the oral solicitations the
complainant described, it appears that many more of UPS’s
solicitations did not advise employees of their right not to
contribute to UPSPAC. Therefore, it appears that respondents
also are in violation of 2 U.S.C. § 441b(b)(3)(C).

IXII. DISCUSSION OF CONCILIATION AND CIVIL PENALTY




Iv.

RECOMMENDATIONS

1.

Find reason to believe that United Parcel Service and
United Parcel Service Political Action Committee and
Kenneth L. Schellie, Jr., as treasurer, violated

2 U.S.C. § 441b(b)(3)(C) and offer to enter into
conciliation prior to a finding of probable cause to
believe .

Approve the zttached proposed conciliation agreement

Approve the appropriate letters.

Lawrence M. Noble
General Counsel

Date

2/uf§5

Associfte General Counsel

Attachments
Complainant’s solicitation
Respondents’ solicitation materials
Recent statement from complainant
Selected data on UPSPAC contributions
Conciliation Agreement

Staff Assigned: Kamau Philbert




FEDERAL ELECTION COMMISSION

WASHINCTON DC 20461

LAWRENCE M. NOBLE
GENERAL COUMSEL

MARJORIE W. EMMONS/BONNIE J. rosg
COMMISSION SECRETARY

DATE: JULY 17, 1995
SUBJECT: MUR 3770 - GENERAL COUNMSEL'S REPORT
DATED JULY 11, 1995.

The above-captioned document was circulated to the
Commission on >

Objection(s) have been received from the
Commissioner(s) as indicated by the name(s) checked below:

Commissioner Aikens XXX

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda

for Tuesday, July 25, 1995

Please notify us who will represent your Division before
the Commission on this matter.




ARIAT
FEDERAL ELECTION COMMISSION .n 12 us 'S

WASHINGTON, D.C. 21463

July 28, 1995
MENORANDUM
The Commission

Lawrence M. Noble
General Counsel

Lois G. Lerner =
Associate General

SUBJECT: MUR 3770
United Parcel Service,
and United Parcel Service Political
Action Committee and Kenneth L.
Schellie, Jr., as treasurer

On July 25, 1995, the Commission found reason to believe that
United Parcel Service, and United Parcel Service Political Action
Committee and Kenneth L. Z“zhellie, Jr., as treasurer, violated
2 U.S.C. §441b(b)(3)(C). However, the requisite Factual and Legal
Analysis inadvertently was not included as an attachment to the
General Counsel’s Report and therefore < :s not apyroved by the
Commission. Therefore, this Office recommends that the Commission
approve the attached Factual and Legal Analysis. 1In order to
inform Respondents of the Commission’s a.tion as expeditiously as
possible, this memorandum is being circulated on a 24-hour tally
basis.

RECOMMENDATION

Approve the attached Factual and Legal Analysis.

Staff assigned: Kamau Philbert

he { orrrmssion s 2ith Anmiversary

YESTERDAY. TODAY AND TOMORROW
EDICATED TO KEEPING THE PUBLIC INFORMED




FEDERAL ELECTION COMMISSION
PACTUAL AND LEGAL AMALYSIS
United Parcel Service,
and United Parcel Service Political

Action Committee and Kenneth L.
Schellie, Jr., as treasurer

This matter was generated by a complaint filed on April 24,
1993, by Michael P. Kohr against United Parcel Service of
America, Inc. (UPS), and its political action committee, United
Parcel Service Political Action Committee ("UPSPAC"). On
May 25, 1993, respondents filed a response to the complaint.

The Federal Election Campaign Act of 1971, as amended ("the
Act"), requires that all solicitations for contributions to a
separate segregated fund must inform the person being solicited,
at the time of such solicitation, that he or she has a right to
refuse to contribute without any reprisal. 2 0. 8.C
§ 441b(b)(3)(C); 11 C.F.R. § 114.5(a)(4).

In his complaint Mr. Kohr alleged that between 1989 and
1992, he and other UPS supervisors were solicited, both orally
and in writing, for contributions to UPSPAC. A UPSPAC
solicitation Mr. Kohr provided did not advise that employees had
a right to refuse to contribute to UPSPAC without reprisal.

Mr. Kohr also alleged that on three occasions management
officials, attempting to increase the level of contributions,
summoned him and other supervisors into meetings in which they
were orally instructed to contribute to UPSPAC. A sample UPSPAC

solicitation for the year 1992 that respondents provided also




did not advise employees of the right to refuse to contribute to
UPSPAC without reprisal. Judging from the two written
solicitations provided and the oral solicitations the
complainant described, it appears that many more of UPS’'s
solicitations may not have advised employees of their right not
to contribute to UPSPAC without fear of reprisal.

Therefore, there is reason to believe that United Parcel
Service, and United Parcel Service Political Action Committee
and Kenneth L. Schellie, Jr., as treasurer, violated

2 U.5.C. §441b(b)(3)(C).




FEDERAL ELECTION COMMISSION

WASHINCTON DO 20461

MEMORANDUM
TO: Office of the Commission Secretary

FRONM: Office of General Counsel ¥1§27
DATE: July 28, 1995

SUBJECT: MUR 3770-Memo to the Commission

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS

72 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

DISTRIBUTION
Compliance
Audit Matters
Litigaticn
Closed Letters
MUR
DSP

Status Sheets

Advisory Opinions

Other (See Distribution
below)
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
United Parcel Service and United
Parcel Service Political Actiom

Committes and Kenneth L. Schellie,
Jr., as treasurer.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that om August 1, 1995, the
Commission decided by a vote of 6-0 to approve the Factual and
Legal Analysis, as recommended in the Gemeral Counsel's
Memorandum dated July 28, 1995.

Commissioners Aikens, Elliott, McDomald, McGarry, Potter,
and Thomas voted affirmatively for the decisiom.

Attest:

3-2-45 éz&u/

Date jori.o w.
ecre of the Ce—.t-lian

Received in the Secretariat: Fri., July 28, 1995 12:45 p.m.
Circulated to the Commission: Mon., July 31, 1995 11:00 a.m.
Deadline for vote: Tues, . Aug. 01, 1995 4:00 p.m.

bir




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
United Parcel Bervice;
United Parcel Service Political

Action Committee and Kemneth L.
Schellie, Jr., as treasurer.

CORRECTED CERTIFICATION

I, Delores Hardy, recording secretary for the Federal
Rlection Commission executive session on Tuesday, July 25,

1995, do hereby certify that the Commission decided by a

vote of 5-1 to take the following actioms in MUR 3770:

1. Find reason to believe that United Parcel
Service and United Parcel Service Political
Action Committee and Kemneth L. Schellie, Jr.,
as treasurer, violated 2 U.S8.C. § 441b(b) (3) (O)
and offer to enter into comnciliatiom prior to
a finding of probable cause to believe.

Approve the proposed conciliation agreement

(continued)




Federal Election Commission
Cextification for MR 3770
July 25, 1995

Approve the appropriate letters, as
recommended in the General Counsel's
Report dated July 11, 1995.

Commissioners Elliott, McDonald, McGarry, Potter, and
Thomas voted affirmatively for the decision; Commissioner

Aikens dissented.

Attest:

Administrative Assistant
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FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20468

August 7, 1995

Jan Witold Baran, Esq.
Wiley, Rein & Fielding
1776 K Street, N.W,

Wwashington, D.C. 20006

MUR 3770

United Parcel Service

United Parcel Service Political
Action Committee and Kenneth

L. Schellie, Jr., as treasurer

Dear Mr. Baran:

Oon November 16, 1993, the Federal Election Commission
("Commission”) found reason to believe that United Parcel
Service, and United Parcel Service Political Action Committee
and Kenneth L. Schellie, Jr., as treasurer, violated 2 U.S.C.

§ 441b(b)(3)(A), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"), and 11 C.F.R. § 114.5(a) of
the Commission’s regulations. After preliminary investigation,
on July 25, 1995, the Commission fcund that there is reason to
believe United Parcel Service, and United Parcel Service
Political Action Committee and Kenneth L. Schellie, Jr., as
treasurer, also violated 2 U.S.C. §441b(b)(3)(C). A

Factual and Legal Analysis explaining a basis for the
Commission’s current finding is attached for your information.

In order to expedite the resolution of this matter, the
Commission has decided to offer to enter into negotiations
directed towards reaching a joint conciliation agreement with
United Parcel Service, and United Parcel Service Political
Action Committee and Kenneth L. Schellie, Jr., as treasurer, in
settlement of this matter prior to a finding of probable cause
to believe. The Commission has taken this action based on the
available evidence and in advance of further investigation.
Enclosed is a conciliation agreement that the Commission has
approved.

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you
agree with the provisions of the enclosed agreement, please sign
and return the agreement, along with the civil penalty, to the

Vith Ar

DAY TODAY AND TOAMOREOA
) TO KEEPING THE PUBLIC INFORMED




Jan Witold Baran, Esq.
Page 2

Commission. As conciliation no?otiations, prior to a finding of
probable cause to believe, are limited to a maximum of 30 days,
you should rclTond to this notification as soon as possible. 1If
you do not desire to negotiate a resolution of this matter at
this time, please let us know immediately.

If you have any questions, or it you wish to arrange a meeting
to discuss this matter, please contact Kamau Philbert, the
attorney assigned to this matter, at (202) 219-3690.

Sincerely,

v s ;.».M

f)ﬂéilQWAb’fQZL

-Lee Ann Elliott

Vice Chairman

Enclosures
Factual and Legal Analysis
Joint Conciliation Agreement



FEDERAL ELECTION COMMISSION
PACTUAL AND LEGAL ANALYSIS
RESPONDENTS : United Parcel Service,
and United Parcel Service Political

Action Committee and Kenneth L.
Schellie, Jr., as treasurer

This matter was generated by a complaint filed on April 24,
1993, by Michael P. Kohr against United Parcel Service of
America, Inc. (UPS), and its political action committee, United
Parcel Service Political Action Committee ("UPSPAC"). On
May 25, 1993, respondents filed a response to the complaint.

The Federal Election Campaign Act of 1971, as amended ("the
Act"), requires that all solicitations for contributions to a
separate segregated fund must inform the person being solicited,
at the time of such solicitation, that he or she has a right to
refuse to contribute without any reprisal. 2 U.8.€C.

§ 441b(b)(3)(C); 11 C.F.R. § 114.5(a)(4).

In his complaint Mr. Kohr alleged that between 1989 and
1992, he and other UPS supervisors were solicited, both orally
and in writing, for contributions to UPSPAC. A UPSPAC
solicitation Mr. Kohr provided did not advise that employees had
a right to refuse to contribute to UPSPAC without reprisal.

Mr. Kohr also alleged that on three occasions management
officials, attempting to increase the level of contributions,
summoned him and other supervisors into meetings in which they
were orally instructed to contribute to UPSPAC. A sample UPSPAC

solicitation for the year 1992 that respondents provided also




did not advise employees of the right to refuse to contribute to

UPSPAC without reprisal. Judging from the two written
solicitations provided and the oral solicitations the
complainant described, it appears that many more of UPS'’'s
solicitations may not have advised employees of their right not
to contribute to UPSPAC without fear of reprisal.

Therefore, there is reason to believe that United Parcel
Service, and United Parcel Service Political Action Committee
and Kenneth L. Schellie, Jr., as treasurer, violated

2 U.S.C. §441b(b)(3)(C).




WILEY, REIN & FIELDING
bcZd 303M'%

776 K STREET, N. W.

WABHINGTON, D. €. 20008
(202) 429-7000

December 28, 1985

JAN WITOLD BARAN FACSIMILE
(202) 429-7330 (202) 429 -7049

Jonathan A. Bernstein, Esq.
Kamau Philbert, Esqg.

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

RE: MUR 3770 (United Parcel Service, et al.)

Dear Messrs. Bernstein and Philbert:

This letter is in response to your further Inguiry

regarding
the above-captioned MUR. You have asked UPS to provide additional
explanation of its follow-up solicitation practices. You have also
requested copies of its 1989, 1990, and 1995 solicitation
materials. This letter both explains the follow-up practices and
provides a brief summary of the reguested solicitation materials.
Copies of those materials are enclosed.

FOLLOW-UP ANNOUNCEMENTS

As discussed in our submission of September 20, 1995, UPS does
not engage in follow-up solicitations of employees who choose not
to contribute to UPSPAC. Rather, UPS provides generalized oral
announcements regarding the level of participation by employees in
UPSPAC. The announcements are directed at particular management
groups, and not at particular employees. District managers
announce to their district’s management employes shareholders (the
Management Incentive Plan ("MIP") members) the level of
participation for their particular district.'! This announcement is

4 As discussed in UPS’s prior submission, all full-time

management level employees with a certain amount of experience are
eligible to participate in MIP, through which they receive a
significant percentage of their annual income in UPS stock. Thus,
all solicited employees during the years in question were
management-level employee shareholders.




Jonathan A. Bernstein, Esq.
Kamau Philbert, Esq.
December 28, 1995

Page 2

based on the participation percentage of the district’s employees
collectively. Thus, in the case of the ccmplainant, the follow-up
announcement was based on the level of participation of the entire
district, which included 450 members. Although not all districts
contain the same number of members, all of the regions are large
enough such that a generalized announcement of the district’s level
of participation is insufficient to identify whether any particular
member did or did not contribute to UPSPAC.

The follow-up announcements are not made as part of a
comprehensive presentation as the annual solicitations are.
Follow-up information is typically provided as an incidental
announcement at a meeting held for other (non-UPSPAC related)
purposes. Accordingly, the follow-up announcements are not
solicitations. Rather, they are simply UPS’s efforts to inform its
employees of the support they have provided to UPSPAC.

SOLICITATION MATERIALS

As the prior submission stated, UPSPAC’s solicitation
materials are provided to management employee shareholders as part
of an annual presentation. This presentation involves several
steps and various materials are provided to the attendees. For
1995, a slide presentation was used to emphasize certain
information about UPSPAC. The 1989 and 1990 presentations utilized
a videotape program rather than the slides. A copy of the 1990
video is provided with this submission. However, because almost
seven years have passed and despite its extensive efforts, UPS has
been unable to locate the 1989 videotape that you requested.

A review of the solicitation materials reveals that, taken
together, substantial efforts are made to ensure that the
participants understand that their choice to contribute is a
volun-sry decision that will not affect their employment status.
The following language in the materials underscores this:

1995

"Contributions are entirely voluntary, as is the amount
you decide to contribute. The suggested giving amounts
are simply guidelines designed to help you understand
what UPS considers to be a fair contribution that will
achieve our funding needs. In any case, we do not
recommend that you contribute more than the suggested




Jonathan A. Bernstein, Esq.
Kamau Philbert, Esq.
December 28, 1995

Page 3

amount." (1995 Answer #2 in Questions and Answers
Presencation).

“Contributing is a personal decision and will neither
benefit nor disadvantage you in your job at UPS.™ (1995
Answer #3 in Questions and Answers Presentation).

"Your decision to contribute is voluntary and
confidential.” (1995 Solicitation Letter accompanying
Brochure and Contribution Card).

"The amount you should contribute is a personal decision
and will neither benefit nor disadvantage you in your job
at UPS." (1995 Brochure).

"The suggested amounts are as follows (contributions in
excess of the suggested amounts are not recommended).®
(1995 Brochure).

"Contributions are kept confidential. Your decision to
participate and the amount of your contribution will be
kept confidential within the company and will not
otherwise be disclosed, except to regulatory agencies as
required by law." (1995 Brochure).

1990

"We must emphasize at each presentation that
contributions are voluntary and confidential." (February
8, 1990, cover letter to Region and District Managers).

"At each presentation, it should be emphasized that all
contributions are voluntary and confidential.™ (February
8, 1990, cover letter to District Managers).

"pParticipation is entirely voluntary, but as a partner, I
urge you to support this program to ensure that our veoice
is heard by the decision-makers.”" (1990 Talk Outline).

"Your participation in UPSPAC is entirely voluntary and
confidential." '1990 Solicitation letter accompanying
Flier, Brochure, and Contributor Card).




Jonathan A. Bernstein, Esq.
Kamau Philbert, Esq.
December 28, 19595

Page 4

"The amount that you should contribute is a personal
decision and will neither benefit not disadvantage you in
your job at UPS." (1990 Flier).

"The suggested amounts are as follows, but feel free to
contribute as much or as little as you like: [suggested
amounts]® (1990 Flier).

"Contributions are kept in the strictest confidence.
Within UPS, only the UPSPAC treasurer has a record of who
contributes." (1990 Flier).

"All UPSPAC contributions are voluntary and confidential.
Only the UPSPAC treasurer and the Federal Election
Commission have a record of who contributes, as required
by federal law.™ (1990 Brochure)

"Any contribution to UPSPAC is entirely voluntary and
confidential. It is up to you to decide whether you want
to contribute and if so how much.® (1990 Video Tape
Comments of Chairman and CEO of UPS).

1989

"All UPSPAC contributions are voluntary and kept in
strictest confidence. Only the UPSPAC treasurer has a
record of who contributes, which is required by federal
law." (1989 Brochure).

"Your participation in UPSPAC is entirely voluntary."
(1989 Solicitation Letter accompanying Flier and
Contributor Card).

"The amount that you should contribute is a personal
decision and will neither benefit nor disadvantage you in
your job at UPS."™ (1989 Flier).

"The suggested amounts are as follows, but feel free to
contribute as much or as little as you like: [suggested
amounts)" (1989 Flier).




Jonathan A. Bernstein, Fsq.
Kamau Philbert, Esqg.
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“"Contributions are kept in the strictest confidence.
Within UPS, only the UPSPAC treasurer has a record of who
contributes." (1989 Flier).

As these materials illustrate, UPS takes great efforts to ensure
that its solicitation presentations fully inform management
enmployee shareholders of their rights with respect to contributions
to UPSPAC.

1992 Bolicitation Materials

You have also inquirea why the 1992 Question and Answer Sheet
refers to a "decline to participate®” box on the contribution card,
when no such box is present on the card. Earlier versions of the
contributor card contained this box for administrative
UPSPAC did not maintain a record of individuals who indicated that
they would not participate. 1In 1992, UPS determined thit the box
was no longer necessary for its adninistrativ. purposes, and

removed it from the contributor card. The growth in the employee
participation level in UPSPAC simply made it impracticable to
receive contributor cards from those opting not to contribute. The
changes were made to the card, but UPS neglected to change the
Question and Answer sheet prior to the annual solicitation.

Currently, the contributor cards do not contain a box marked
"decline to participate." (1995 contribution card). Employees who
decline to participate simply do not return the card. UPS believes
that this practice underscores that contribution practices are not
recorded to determine individual participation.

As discussed in UPS’s previous submission, UPS believes that
its solicitation presentation adequately informs its management
employee shareholders of their right to refuse to contribute. As a
review of the solicitation materials show, the concept of a
voluntary decision to contribute is strongly emphasized. The
concept of a voluntary decision indicates that employees may decide
whether or not to contribute; a predicate to this choice is that no
harm will befall those who chose not to contribute. Moreover,
UPSPAC keeps contributor information confidential, so even if an
employee’s direct manager wanted to, he or she would be prevented
from taking any action based on a employee’s contribution record
because that record is unavailable. Thus, it is clear that
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Mr. Kohr’s complaint is without merit. However, should you have
any further concerns, please do not hesitate to contact this
office.

Sincerely,

Ci/’Jan Witold Baran




FEDERAL ELECTION COMMISSION

WASHINCTON. D C 2046)

October 25, 1995
BY FACSIMILE AND REGULAR MAIL

Jan Witold Baran, Esq.
Wiley, Rein & Fielding
1776 K Street, N.W.

Washington, D.C. 20006

: MUR 3770
United Parcel Service
United Parcel Service Political
Action Committee and Kenneth
L. Schellie, Jr., as treasurer

Dear Mr. Baran:

Jonathan Bernstein and I appreciate your providing the 1991
and 1992 UPSPAC solicitation materials. As I advised you over
the tele ne today, after review of those materials we have a
couple of additional questions. First, although the 1992
Question and Answer Sheet refers to a "Decline to participate”

box, the corresponding contribution card provided did not have
such a box. Second, the materials provided do not specifically
address UPS’s practice with respect to follow-up solicitations.
Are employees advised of the right not to participate in each
written or oral follow-up? How are follow-ups conducted? How
are employees selected for follow-up solicitations. PFinally, as
the investigation covers UPS’s solicitation practices from ¥989
onwards, we request solicitation materials for 1989 and 1990.

We would also like to review 1995 solicitation materials to see
wvhat UPS8’'s current solicitation practices are.

Your positive response to the above items would better
enable us to evaluate your response to the Commission’s
findings. Please feel free to contact me with any questions you
may have regarding this matter.

Sincerely,

Kamau Philbert
Attorney
(202) 219-3690

Celebrating the Commssion s 2(0h Anniversan

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED
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WILEY, REIN & FIELDING

778 R STREET, N. W.
WASHINGTON, D. C. 20008
(308) 429-7000

October 10, 1996 FACSIMILE
(202) 429-7049

WRITEN'S DIRECT DIAL NUMBER

(202) 429-4253

Jonathan A. Bernstein, Esq. o

Kamau Philbert, Esq. =

Office of the General Counsel b
Federal Election Commigsion

999 E Street, N.W. s

Washington, D.C. 20463 g

5:1

i

L = 1

RE: MUR 3770 (Unjted Parcel Sexrvice, et al,)

Dear Messrs. Bernstein and Philbert:

In your letter to this office of October 25, 1995, regarding

the above-captioned Matter Under Review, you asked for samples of
UPS’s 1989 solicitation materials. In our response of December 28,

1995, we provided you with the majority of the 1989 solicitation
materials, but were unable to locate a copy of the 1989 videotape
used in the solicitation presentation. Recently, our client
discovered a draft dialogue for the 1989 UPSPAC video. UPS does
not know whether the draft was used or whether it was altered prior
to any use, but is nonetheless providing it for your information.

Please contact me should you have any questions.

Slncere;¥
,lnnmd Aw»,

Jaaon P. Cronlc

?im
13034
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0z at desk, super
title

Prng. delivery scene

D.I.T.I.P.S.

Pac Rim Photo

December 19, 1989

Hi, I'm 0z Nelson. Today 1I'd like to
talk with you about a number c¢f serious
challenges facing UPS - challenges we
must meet effectively - for the
well-being of our company and for the
personal financial well-being of all
UPSers.

We've all worked long and hard to build
UPS into the successful company it is
today.

We've strived to give our customers
excellent service...

and we're working hard to enhance that
service.

We've opened up new markets - we're
world-wide now -




Montage GrndSaver, and, we're offering our customers new and

Hundredweight, etc. better ways to ship their packages.

0z at desk In our ongoing effort to keep our rates
attractively low, we've raised efficiency
to a science.

Hub sort scene OQur buildings and vehicles - our entire
system - is designed for maximum
efficiency.

Triples We truly run the tightest ship in the
shipping business.

Autosort, computers, | To assure our leadership role in the
airplanes future, we're investing billions of
dollars in new buildings and
equipment...new computers and
telecommunications systems...and new
aircraft - all of which will help speed
both packages and information to our

customers.
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Montage favorable
magazine, newspaper
headlines

0z at desk

U.S. Capitol, zoom
in

Yes, day in and day out, year in and year
out, we're working to build a company
that many consider a model of a well-run
modern business. We've got a lot to be
proud of.

And that's not all. OQur people have
benefited financially from our efforts.
OQur drivers have the highest-paying, most
secure jobs in the industry, and you, our
supervisors and managers, have shared in
- or may soon share in - the profits of
the company through the Managers'’
Incentive Program.

However, everything we've worked so hard
for can be wiped out by the simple stroke
of a pen. That's right.

If certain legislation pending in

Washington is signed into law, our
growth, our profitability, and our
prospects

affected.

PAGE 3




Montage footage
competitors

0z at desk

Some of this pending legislation could
give our competitors unfair advantages,
Make no mistake - our competitors are
stronger and more aggressive than ever,
The U.S. Postal Service, Federal

Express, RPS and many others are
determined to increase their share of the
small package delivery market.

Other pending legislation could sharply
increase our costs of doing business,
which would force us to face a very
unpalatable dilemma: We'd either have to
raise our rates and risk losing business,
or we'd have to accept reduced
profitability, which would force us to
cut back on our investments for the
future and/or slow the growth rate of our
hourly and management compensation.

For the next few minutes, several of our

group managers will talk about the
specific legislative challenges and

opportunities facing UPS right now.
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Title: Random Road-

side Controlled Sub.

Testing

Spokesman at desk

Zoom in Feeder
driver in vehicle

ISSUES

(PLEASE SPECIFY WHICH ISSUES WILL BE
COVERED BY WHICH SPEAKER SO APPROPRIATE
INTRODUCTIONS AND TRANSITIONS CAN BE
WRITTEN.)

Issue: Random Roadside Controlled
Substance Testing

Hi, I'm . As many of you know, the
Department of Transportation has mandated
that all drivers of trucks in excess of
26,000 pounds must be tested for
controlled substances.

This means that all of our Feeder drivers
will be tested. While UPS fully supports
the D.0.T's testing effort -
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Feeder on inter-
state

Feeder driver in
vehicle, zoom out
to show vehicle

we want to make our highways as~drug

free, as safe as possible - we are
opposed to one proposed element of the
D.0.T. testing program: government
administered random roadside testing. If
random roadside testing goes into effect
- the issue is currently being considered
by the courts and Congress -

our Feeder drivers would be required to
pull off the road and provide urine
samples for the authorities. Feeder
schedules would be disrupted, shipments
could take longer to reach their
destinations and our reputation for
reliable, dependable service could be
damaged.




This is not to say that UPS opposes the

Spokesman in office
concept of random controlled substances
testing. In fact, we support it.

However, we feel that random tests should

be administered by the motor carriers

themselves - and not the government - so

disruptions to transportation schedules

can be kept to a minimum. Many of our

friends in Congress share our view on

this and we hope they will prevail upon

the Department of Transportation to allow

employers to perform the random tests.

Title: Reasonable
Access

Issue: Reasonable Access

8 4 5

Spokesperson in Hi, I'm . Reasonable access is an
office issue that threatens the cost
effectiveness of our feeder operation,

' 4

_/;

specifically our use of doubles.

/ 0

0

Doubies Doubies are a very economical way to move

packages. They've helped us save a lot

of money on our feeder movements.
Furthermore, doubles have proven to be

very safe and maneuverable.

| PAGE 7
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Doubles on secon-
dary/access road

Doubles on inter-
state

Doubles entering or
exiting UPS facil-
ity

However, many state and local governments
have sought to ban or restrict the use of
doubles on local highways. We feel these
bans and restrictions are in violation of
the spirit, if not the letter, of the
1982 Surface Transportation Act.

The 1982 act gives motor carriers the
right to operate doubles on interstate
highways from coast to coast, and it also
stipulates that states should grant
doubles reasonable access to the
interstates - that is, state and local
authorities should allow doubles to use
local roads that feed interstates,

so the vehicles can get to and from their
customers and their own terminals that
are off the interstates. However, many
states and local governments continue to

restrict or prohibit the use of doubles

on access roads.
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Spokesman in office

Title: Radio Freq.
Reallocation

Spokesman in office

These local restrictions hurt us because
they've forced us to restrict or curtail
our use of doubles in certain areas
thereby driving up our Feeder costs.

It is essential that our friends in
Congress understand that the federal
government, in accordance with the 1982
Surface Transportation Act, needs to step
in and establish national uniform
standards for access to interstates for
doubles.

Radio frequency reallocation is an issue
that can have a tremendous impact on the
development of our business in the
future. This is because radio data
transmission will be a key factor in

(4]
ct

he delivery information our

providin
customers want and in maximizing the

efficiency of our operations.

PAGE 9



6

-8 439 |

2 7 0 4

Zoom in radio trans-
mission tower

Ham radio operator

The problem is that there are presently
not enough radio frequencies allocated
for the transmission of radio data
communications. The usable band of
frequencies was reserved for other
potential users many years ago - long
before the regulatory authorities could
forsee the explosive growth in data
processing and telecommunications we've
experienced during the past few years.
We feel that the allocation of radio
frequencies should be reviewed in the
light of these unforseen technological
developments, and that the usable
frequencies should be reallocated to
accommodate them.

Naturally, there are groups who wish to
retain the present allocations, and,
while we appreciate their positions, we
feel that the radio frequencies in
question are, at present, vastiy
underutilized.
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Radio transmission
tower SUPER "Radio
Frequencies - a
Finite Resource”

Spokesman in office

Title: Clean Air
Regulations

Our position is that radio frequencies,

as a finite resource, should not be
assigned to special interest groups in
perpetuity, but that their use should pe
periodically reevaluated to make sure
that they're providing the greatest good
to greatest number of users.

If radio frequencies are reallocated to
accommodate the rapid expansion of radio
data communications, all
telecommunications users, and the
American public in general, will benefit.
We must make this clear to our friends in
Congress.

; . ¢l Air Regulati
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Spokesman in office UPS, like most of us, supports laws
designed to clean up the air we breathe.
However, some clean air measures
initiated by the federal government are
in conflict with those initiated by local
governments. These conflicts are
confusing, and, in many cases,
counterproductive. Furthermore, they
could cost us millions of dollars a year
in lost productivity, and additional
millions for vehicle modifications.

o Here's the problem:

D)

;; Urban traffic, slow Congress feels that we can help clean up
- zoom out the air of our most polluted urban areas
ke by using lTow-polluting automotive fuels

. such as methanol and natural gas.

<"

c Zoom in on pkg. car In order to use these fuels, UPS and

. in urban traffic other transportation companies would - at

great expense - have to either modify

0

'I their existing vehicies ur buy new ones.
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Another pkg. car
in traffic, slow
zoom in then SUPER
"prohibited” symbol
through vehicle

Spokesman in office

Title: Japan All
Cargo Route

Now, at the same time Congress would have
us modify our vehicles to burn clean
fuels, local authorities are coming up
with their own initiatives to reduce air
pollution. One of the most popular of
these initiatives is to restrict the use
of or ban commercial vehicles in high
pollution areas, which, in many cases,
are the central business districts of our
major cities. Service to tens of
thousands of our customers would be
affected. In some cities, time of day
restrictions are already in place.

So, we are facing the prospect of going
to the great effort and expense of
adapting our vehicles to burn clean fuels
only to have them restricted or banned by
local authorities! We feel that this is
unfair, and that Congress should prohibit
local authorities from restricting
vehicles that use clean fTueis.

All r
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Map showing route

Spokesman in office

Title: U.S. Postal
Service Competition

In the near future, the Department of
Transportation will award an all-cargo
air route to Japan to a U.S. air carrier.
We hope to be that carrier,

We feel that obtaining this route is
critical to the profitability and future
growth of our business with Japan and the

rest of the Pacific Rim. However, we are
not the only company that wants this
route. Several of our competitors are
vying for it. You may recall that
Federal Express beat us out in a similar
competition for a small package air route
to Japan a couple years ago.

In the end, access to and good
relationships with influential
Congressmen may determine who gets this
important all cargo route. It is
essential that our friends in Congress
support our application,
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Spokesman in Office

Graphic: 1st class
letter giving $ to
package

U.S. Capitol or 0z
talking with Con-
gressman

The U.S. Postal Service is, and will
continue to be, a formidable competitor.
It employs nearly four times as many
people as we do and generates about four

times our revenue. In addition, it pays

no taxes and does not have to generate a
profit in order to survive.

Further, the Postal service has a
monopoly over first class mail, and in
the past they've used revenues from first
class mail to subsidize their package
delivery business which, if allowed to
stand on its own, would have lost money.
This is unfair competition. Unchecked,
it would drive down our rates and cut
into our profitability. In the extreme,
it could put us out of business.

We have presented our case to our friends
in Congress and fortunately, in recent
years, they've seen it our way: For the
time being, at least, it has been
mandated that all classes of U.S. mail
must pay their own way.

PAGE 15




However, this has not stopped the Postal
Service from seeking unfair competitive
advantages in the international arena -
advantages that are already hurting our
business overseas.

Graphic: 1lst class For example, they're subsidizing their
letter giving $ to international letter with funds from
pkg. their U.S. First Class mail operation,

Graphic: U.S.P.S. and they're busy hammering out special
hand shaking for- agreements with foreign postal services
eign postal ser- that would give them unfair competitive
vice's hand advantages over private carriers in the
areas of customs clearance and rates.

Spokesman on camera No, we can't take our eye off the Postal

Service for a minute. Only through
constant vigilance and through the
continued support of our friends in

Congress can we hope to maintain a level
playing field in our competition with our
giant competitor.
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Title: Excessive
Paperwork

Spokesman in office

Cn-vehicle inspec-
tion report

Driver log

Driver's time card

Issue: Excessive Paperwork

It takes thousands of hours and costs UPS
millions of dollars to comply with
government paperwork requirements. Much
of this paperwork is redundant and
unnecessary.

To reduce this burden, we have
recommended that the onboard vehicle
inspection report, which must now be
carried on all our vehicles, be removed
from vehicles weighing less than 26,000
pounds. This is our entire package car
fleet.

We are also asking that driver logs be
eliminated where a driver starts and
finishes in the same center or building.

The driver's time card contains all the
information the D.0.T7. needs to monitor
the driver.
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Spokesman in office

Title: Taxes

Spokesman in office

Newspaper headlines
taxes, deficit

Support from our friends in Congress for
reducing redundant paperwork could save
UPS millions of dollars a year.

[ssue: TAXES

No one likes taxes, but we recognize they
are necessary to maintain a functioning
government. Furthermore, as users of
highways, railroads and air facilities,
we recognize our responsibility to pay
our fair share to maintain them.

However, we don’'t want to let the
nation’'s or a state's tax burden fall
unfairly on us. All our efforts at
economy - the tenth saved here, the
gallon of gas saved there - could all be
wiped out by higher taxes. We all work
too hard to let our earnings be unfairly
taxed away.
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Spokesman in office

Title: Hazardous
Materials Trans.

Spokesman in office

Montage hazardous
materials headlines

Government officials are always looking
for ways to raise revenue, and it's
essential that our interests be
effectively represented when it's time to
decide where that revenue will come from.
We must have access to, and good
relationships with the key legislators
who shape tax policy.

Misconceptions about hazardous materials
are costing UPS millions of dollars a
year.

Here's the problem: Many state and local
authorities have enacted strict
regulations dealing with the
transportation of hazardous materials and
the disposal of these materials, should
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Spokesman in office

Photo household
"hazardous mater-
ials"

In theory, we agree with these
regulations. Extreme care should be
taken in the transportation and disposal
of hazardous materials...if the materials
being transported are truly hazardous.

The problem is that state and local
authorities have classified many common,
relatively harmless household substances
as hazardous materials. These include
oil-based paints, aerosol hair sprays,
concentrated mouthwash and many
cosmetics. These substances, when
discarded by a household, are considered
to be common trash, yet when they're
discarded by a transportation company,
like UPS, they're considered to be
hazardous waste. We're required to go
through elaborate, costly procedures in
order to dispose of these materials.
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Spokesman in office

0z in office

We feel that the federal government
should step in and clearly define and
establish uniform national standards for
hazardous materials, so that truly
hazardous materials will be handled with
the extreme care they deserve, and
relatively harmless materials can be
handled without the elaborate, time
consuming and costly procedures we are
currently being required to use.

Okay, those are jJ.:. a few of the key

legislative issues facing UPS right now.

How can we ensure that legislation
favorable to UPS will be enacted, and
that unfavorable legislation will not be
enacted?
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UPSer and Congress-
man

UPSPAC graphic

Well, in politics, there's no way to
ensure anything, but we can develop good
relationships with legislators, so they
will listen to our point of view on the
issues. At UPS, we develop relationships
with legislators in two ways: Through
our Congressional Awareness Program and
through UPSPAC, the UPS political action
committee.

In our Congressional Awareness Program,
UPS managers, in all our districts, visit
and develop good personal relationships
with Congressmen in their back home
offices - the offices the Congressmen
maintain in their home states - so when
legislative challenges or opportunities
arise, we can come in, discuss them, and
request the Congressman‘'s support.

Through UPSPAC, the UPS political action
committee, we are able to help our
friends in Congress get reé-elected by
contributing badly needed funds to their
political campaigns.
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Bar graph - costs The cost of running for political office
for running for has skyrocketed during the past decade.
House, Senate In the 1977-78 campaign years, it cost
about $250,000 to run for the average
House Seat, and about $2.6 million to run
for the average Senate seat. In 1987-88,
these costs rose to over half a million
dollars for the House seat and almost
$5.7 million for the Senate seat. One
1988 senate race in California cost the
candidates a combined total of $20
million! How do the candidates finance
these incredibly expensive campaigns?

Pie chart: Growing Increasingly, they're relying on

% campaign financ- contributions from political action

ing by PAC's committees. In 1977-78, congressiona!l
office seekers relied on PAC's for less

than 19 percent of their campaign
financing. In 1987-88, candidates
received 33 percent of their campaign

financing from PAC's.
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Bar graph comparing
USPS, Federal, UPS
PAC's

So, like them or not, PAC's are playing a
more significant role than ever in
American politics. In fact, it's almost
impossible to run for national political
office without PAC support. OQur
competitors have been quick to recognize
and take advantage of the rising
importance of PAC's in our political
system.

For the last general election, in 1988,
postal PAC's raised over $4.2 million.
Federal Express raised about $1.1
million, and we raised less than
$900,000. (CF, $141,000, AND ROADWAY,
$68,000, PROBABLY SHOULD NOT BE
MENTIONED) .

The growth of Federal's PAC has been
nothing short of phenomenal, and it
reflects the importance they attach to
gaining access to the people who make the
laws and requlations that govern our
business.
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Bar graph - growth
of Federal's PAC

Montage Federal
vehicles, planes,
facilities

Newspaper headline
Fedaral success in

Indiana

In 1983-84, Federal’'s PAC raised about
$180,000...in 1985-86, over 390,000...
and in 1987-88, almost $1.1 million.
Let's compare that to our PAC's
performance (UPSPAC STATS: $260,000,
$550,000, $880,000).

These are good increases in
contributions, but clearly, if we hope to
be fairly represented in our political
system, we must do even better.

We must recognize that Federal's goals

are nothing short of tilting the legal

and regulatory playing field in their
favor. Even as we speak, they are
lobbying hard for a legislative proposal
that would free them from state
regulation, while we would remain
regulated.

They have already succeeded in this
regard in Indiana, where the state has
exempted them from reguiation wiiiie we
remain regulated.
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If we wish to effectively counteract
Federal's and other competitors’
political initiatives and maintain fair
competition in the small package delivery
business, we must give strong financial
assistance to candidates who understand
and support our point of view. How do we
do this?

As most of you know, UPS, as a company,
is prohibited, by law, from giving direct
financial support to candidates running
for public office. Only you, as
employees, by contributing to the UPS
PAC, can give financial support to
candidates sympathetic to our point of
view.

So, in the last ana2lysis, the
effectiveness of UPS's efforts in the
political arena depend largely on you -

your contributions to UPSPAC.




<
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This year, 1990, is an election year.
A1l 435 members of the House of
Representatives and 33 U.S. Senators are
up for election. The outcome of these
races could very well determine the
business and regulatory climate in which
our company must operate.

I strongly urge that you contribute as
much as you can to UPSPAC, so we can give
strong financial assistance to candidates
who have demonstrated their support for
our positions on the critical issues that
face our company.

END
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October 28, 1996

SENSITIVE

Jan Witold Baran, Esq.
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 37?0
United Parcel Service, er al.

Dear Mr. Baran:

Based on a complaint filed with the Federal Election Commission on 24 April, 1993, and
information supplied by your clients, United Parcel Service, and United Parcel Service Political
Action Committee and Keaneth L. Schellie, Jr_, as treasurer, the Commission, on 16 November,
1993, and on 25 July, 1995, found that there was reason to believe your clients violated 2 US.C. ’
§ 441b(b)3XC) and 11 C.F.R § 114.5(a), respectively, and instituted an investigation of this
matter.

After considering all the evidence available to the Commission, the Office of the General
Counsel is prepared to recommend that the Commission find probeble cause to believe that
violations have occurred

The Commission may or may not approve the General Counsel's recommendation.
Submitted for your review is a brief stating the position of the General Counsel on the legal and
factual issues of the case. Within 15 days of your receipt of this notice, you may file with the
Secretary of the Commission a brief (ten copies if possible) stating your position on the issues
and replving to the brief of the General Counsel. (Three copies of such brief should also be
forwarded to the Office of the General Counsel, it possibie.) The Genenai Counsei's bricf and
any brief that you may submit will be considered by the Commission before proceeding to a vote
of whether there is probable cause to believe a violation has occurred.
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Jan Witold Baran, Esq.
Page 2

If you are unable to file a responsive brief within 15 days, you may submit a written
request for an extension of time. All requests for extensions of time must be submitted in writing
five days prior to the due date, and good cause must be demonstrated. In addition, the Office of
the General Counsel ordinarily will not give extensions beyond 20 days.

A finding of probable cause to believe requires that the Office of the General Counsel
attempt for a period of not less than 30, but not more than 90 days, to settle this matter through a
i conciliation agreement.

Should you have any questions, please contact Kamau Philbert, the attorney assigned to

this matter, at (202) 219-3690.
w > //
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)
United Parcel Service ) MUR 3770
United Parcel Service Political )
Action Committee and B
D. Scott Davis, as treasurer )
GENERAL COUNSEL'S BRIEF

L  STATEMENT OF THE CASE

On November 16, 1993, the Commission initially found reason to believe that United
Parcel Service ("UPS"), and United Parcel Service Political Action Committee ("UPSPAC") and
Kenneth L. Schellie, Jr., as treasurer,' (“Respondents™) violated 11 CF.R. § 114.5().2
On July 25, 1995, the Commission found reason to believe that Respondents also violated
2 US.C. § 441b(b)(3)XC). This Office conducted limited investigation into this matter, and this

brief is 2 result of that investigation.

' On April 8, 1996, UPSPAC amended its Statement of Organization, replacing Mr. Schellic with D. Scott
Davis as treasurer. The caption of this matier has been amended accordingly.

1 The Commission also found reason to belicve that UPS and UPSPAC violated 2 U.S.C. § 441(b)(3)(A), but
has sot pursued that issue further.




FACTUAL AND LEGAL ANALYSIS

A. Law

Pursuant to section 441b(b)(3)C) of the Federal Election Campaign Act of 1971, as
amended (“the Act™), it is unlawful for any person soliciting an employee for a contribution to a

separate segregated fund to fail to inform such employee, at the time of such solicitation, of the

employec's right to refuse to so contribute without any reprisal. 2 U.S.C. § 441b{®)3XC);

11 C.F.R. § 114.5(a)(4). The Commission's regulations at 11 C.F.R. § 114.5(a)(5) also requires
that all written solicitations addressed to employees must disclose this right.

B. Facts

UPS is a privately-held Delaware corporation with headquarters in Atlanta, Georgia. It
operates a national parcel delivery service. UPSPAC is the separate segregated fund of UPS, as
permitted by 2 US.C. § 441b(b)}2)C). Between 1989 and 1992, UPS’s employees were solicited
by their superiors to contribute to UPSPAC. In one instance, several managers received a
newsletter and brochure from UPS soliciting contributions for UPSPAC, and a card which was to
be returned with the contribution. This brochure, which was attached to the complaint, did not
contain any language regarding the right to refuse to contribute without reprisal. The only
pertinent language in the brochure regarding the rights of solicitees was the following: Under the
heading “How much should you contribute?” was the statement “The amount that you contribute
is a personal decision. The suggested amounts are as follows: ...."” In addition to the solicitation

attached to the complaint, Respondents provided additional solicitations which failed to advise
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UPS employees of their right to refuse to contribute without reprisal. > Moreover, UPS
periodically followed up on the solicitations orally in an effort to increase the level of
contributions. At office meetings, the managers were informed of the level of contributions and
were encouraged to contribute, if they had not done so already. Respondents also did not inform
employees of their right to refuse to contribute to UPSPAC without reprisal in the oral follow-up
solicitations.

Respondents acknowledged that every year UPS solicits contributions from its "executive
and administrative personnel” who are also shareowners of UPS.! The basic solicitation program
involves a presentation to an assembly of the shareholder employees. The presentation begins
with a scripted introductory commentary explaining the purpose of the meeting and the objectives
of UPSPAC. Next, a video tape or slide is shown to the audience, followed by further scripted
remarks discussing the i portance of contributions to UPSPAC. The employees are advised in the
presentation that contributions are voluntary. Next, a series of scripted questions and answers are
read to the employees to address frequently asked questions (“Q&A session™). As pertinent here,
Question #3 of the Q& A session addressed the question “What if I don’t want to contribute?” with
the following response: “Contributing is a personal decision and will neither benefit nor
disadvantage you in your job at UPS.” Finally, each employee is given a solicitation package

containing a solicitation letter, a brochure describing UPSPAC, a contribution card, and a

’ Respondents provided a sample of their solicitation materials for 1989, 1990, 1991, 1992 and 1995.

* Respondents explained that all full-time management employees with a certain amount of experience, (28,000
out of 330,000 employoces) are cligible to perticipate in UPS’s Managers' Incentive Plan (“MIP”), a program
through which managers receive a significant percentage of their annual income in the form of UPS stock.




confidential return envelope addressed to the treasurer of UPSPAC. The solicitation letter advises
that contributions are voluntary, and the brochure characterizes the contribution guidelines therein
as "suggested amounts.” In addition, under the heading "How much should you contribute?" the
brochure states the following: "[t]he amount you should contribute is a personal decision and will
neither benefit nor disadvantage you in your job at UPS.”

C. Analysis

The solicitation attached to the complaint did not inform UPS employees of their right to
refuse to contribute to UPSPAC without reprisal. Moreover, the more recent solicitations
materials Respondents provided also did not inform UPS employees of this right. While the more
recent solicitations informed employees that contributing to UPSPAC was voluntary; such
disclosure does not satisfy the requirement that employees be informed of the right to refuse to
contribute without reprisal. This requirement is separate and distinct from the requirement that
contributions be voluntary. MUR 3024, First General Counsel’s Report dated January 25, 1991.
Therefore, even if a solicitation advises that contributions are voluntary, the solicitee must still be
informed of their right to refuse to contribute without reprisal. [d. UPS failed to so inform its
employees.

UPS’s basic annual solicitation process involves an oral presentation and written
solicitation materials which are distributed to the employees at the end of the presentation. When

viewed as a whole, the only reference made during the annual solicitation process that even

addressed the possibility that an employee did not have to contribute to UPSPAC was provided

orally through Question #3 of the Q&A session. Question #3 addressed the question “What if |




don't want to contribute?” with the following response: “Contributing is a personal decision and
will neither benefit nor disadvantage you in your job at UPS.” This statement is less than a clear
statement informing employees of theii unconditional right to refuse to contribute without reprisal
and, more impo-tantly, was not provided to the employees in writing. Therefore, after leaving the
solicitation presentation, any awareness the employeces may have had of their right not to
contribute was left solely to memory.

The Commission’s regulations also require that the right to refuse to contribute be included
in all written solicitations. Respondents’ written solicitation materials consisted of a cover letter,
brochure, contribution card and return envelope. None of these materials included any language
regarding the right to refuse to contribute without reprisal. In the more recent solicitations, the
cover letter merely advised that contributing to UPSPAC is voluntary. And, under the heading
"How much should you contribute?" the brochure stated: "[t]he amount you should contribute is a
personal decision and will neither benefit nor disadvantage you in your job at UPS.” As already
stated, Question #3, posed during the Q& A session, was not even included in the written

solicitation materials handed out to the employees. Therefore, rather than informing employees of

the right not to contribute, the written solicitation materials indicated to employees that the only

option available to them was in the amount they chose to contribute. Therefore, when viewed as a
whole, Respondents’ solicitations evidently failed to advise employees of the right to refuse to
contribute without reprisal.

Furthermore, Respondents periodically followed up on their annual solicitations orally, and

did so without informing the employees of their right to refuse to . ontribute. In fact, the periodic




oral follow-up solicitations appear to be the genesis of this matter. Apparently, UPS's persistence
in soliciting contributions to UPSPAC, in conjunction with its failure to advise emplcyees of their
right to refuse to contribute to UPSPAC without reprisal, made at least one known employee
perceive that he and other UPS employees were being pressured into contributing to UPSPAC.
The legislative history of section 441b(b)(3)(C) shows that the provision regarding the right to
refuse to contribute was promulgated to address such a perception. The provision is one of three
safeguards included in the 1976 Senate bill amending the Act. In the Senate Floor Debates on

S. 3065, March 24, 1976, Senator Cannon, who cosponsored the amendment (No. 1516) which
included the safeguards stated: "[t]his same section was further modified to expand the provision
prohibiting coercion by corporations and labor organizations by adding three specific prohibitions

to protect employees during the solicitation process.” Legislative History of Federa! Election

Campaign Act Amendments of 1976, pages 492-3 (1977).° The legislative history of the

provision, and the stated purpose of eliminating the implicit pressures on employees who are asked
to contribute to a company s separate segregate fund, is further evidence that the oral statement in
the Q& A session and the statement in the written solicitations that contributing to the PAC is
voluntary do not adequately apprise employees of their right to refuse to contribute without

reprisal.

3 The other two safeguards consisted of a requirement that solicitations state the political purpose of the fund and
& prohiibition against an employee soliciting a subordinate employee. The prohibition agaimst solicitation of a
subordinase employee was dropped in the Conference Report. See Legisiative History of Federal Election
Campaign Act Amendments of 1576, page 1077 (1977). (remarks of Congressman Hays).




Based on the foregoing, Respondents’ solicitations did not satisfy the requirement of the
Act or the Commission's regulations which require that employees be informed of the right to
refuse to contribute without reprisal at the time of solicitation and in all written solicitations.
Therefore, this Office is prepared to recommend that the Cotnmission find probable cause to
believe that United Parcel Service, United Parcel Service Political Action Committee and D. Scott
Davis, as treasurer violaied 2 U.S.C. § 43155 KC)and 11 C.FR § 114.5(a).
IIL .

1. Find probable cause to believe that United Parcel Service and United Parcel Service

Political Action Committee and D. Scott Davis, as treasurer violated 2 U.S.C. § 441b(b)(3XC)
and 11 C.F.R. § 114.5(a).

Date

10/2 1/7!
g
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(20£) 426-7000

JAN WITOLD BARAN November 13, 1996 FACSIMILE
(202) 428+7330 (202) 429 -7049

VIA HAND DELIVERY

Kamau Philbert, Esqg.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Philbert:

This is in response to the notice we received November 1, 1996
indicating that your office is recommending that the Commission
find probable cause that my client has violated certain statutory
and regulatory provisions. 1 am hereby requesting twenty (20)
additional days to respond to your probable cause brief, extending
the response date to December 9. This time is required because of
factual and legal issues that need to be addressed in response to
your recommendation to the Commisssion.

I would appreciate a favorable reply to this request.

Sincerely,

Jan Witold Baran




FEDERAL ELECTION COMMISSION

BY FACSIMIL), \ND FIRST CLASS MAIL

Jan Witold Baran, Esq.
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 3770
United Parcel Service, ef al.

Dear Mr. Baran:

This is in response to your letter dated November 13, 1996, requesting an extension of
twenty (20) days to respond 10 the General Counsel's Brief dated October 28, 1996. Afier
considering the circumstances presented in your letter, the Office of the General Counsel has
granted the requested extension. Accordingly, your response is due by the close of business on
Friday, December 6, 1996.

If you have any questions, please contact me at (202) 219-3400.

Sincerely,

e v
au Pidibert
Attorney

pa—

Celebrating the Commission’s 20th Anniversary

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED
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(202) 429-7000
December 6, 1996

FACSIMILE
WRITER'S DIRECT DIAL NUMBER (202) 429-7049

(202) 429-4253

Ms. Marjorie W. Emmons
Commission Secretary
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: FEC Matt
Dear Ms. Emmons:

Please find enclosed ten (10) copies of Respcndents’ Brief in
rthe above captioned Matter Under Review ("MUR"). Please note that
Exhibits T-X are unsigned affidavits provided by witnesses having
information relevant to this matter. Original, signed affidavits
will be forward to your attention shortly.

Please note that three copies of this brief have been provided
to the General Counsel’s Office.

Sincerely,

wa t bonsy

son P. Cronic

Lawrence W. Noble, Esqg.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
United Parcel Service,

United Parcel Service

Political Action Committee,

and D. Scott Davis, as

Treasurer

RESPONDENTS’ BRIEF
The undersigned counsel, on behalf of United Parcel

Service, United Parcel Service Political Action Committee

("UPSPAC"), and D. Scott Davis, hereby file this Respondents’

Brief in response to the General Counsel’s Brief of October
28. 1996, in Matter Under Review (®*MUR") 3770. The General
Counsel‘s Brief recommends that the Commission find probable
cause to believe that Respondents v.iolated the Federal
Election Campaign Act of 1971, as amended ("FECA").
Respondents urge that the Commission reject this
recommendation, and find in lieu thereof no probable cause to
Lelieve a violation has occurred.
3. INTRODUCTION

This Matter is before the Commission based on
unsubstantiated allegations and an inflexible, and unfounded,
reading of Commission regulations. 1In 1993, a former UPS
employee, whose employment ended after a refusal to accept a
transfer, filed a complaint alleging a multitude of
illegalities by his former employer, ranging from bizarre
claims of tax evasion to coercive PAC solicitation practices.

From that broadside attack, the General Counsel’s Office has




gleaned supposed violations of 2 U.S.C. § 441b(b) (3) (C) and
11 C.F.R. § 114.5(a), stemming from the alleged inadequacies
of UPSPAC’s solicitation practices with respect to informing
solicited employees of their right to refuse to contribute to
UPSPAC without reprisal.’

As discussed further below, there is no credible
substantiation of the complainant’s charge. Even on its own
terms, however, the charge must fail, as UPS’s solicitation
practices fully comply with FECA, and, indeed, those
practices generally as well as UPS’'s specific actions in this
case go beyond what FECA requires. The Commission should
find that there is no probable cause in this Matter.

II. PACTS

Michael Kohr, the complainant in this case, was a
management level employee in UPS’s Northern Illinois
District. That employment was terminated in 1992 in
connection with Mr. Kohr’s refusal to accept a transfer to
another regional facility, a transfer which would have been a
promotion. His refusal to transfer both prevented
development of his own value to the company and prevented his
position from being used to develop the skills of lower level

employees, and thus necessitated his termination. This is

i 2 U.S.C. § 441b(b) (3) (C) provides that "[i]lt shall
be unlawful for any person soliciting an employee for a
contribution to such a fund to fail to inform such employee,
at the time of such solicitation, of his right to refuse to
so con’ vibute without any reprisal.” 11 C.F.R. § 114.5(a),
in pertinent part, states the same requirement.
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the apparent cause of his various allegations against the
company .’

The General Counsel’s Brief unqguestioningly accepts
those allegations as facts. There is no indication of any
independent verification from that office or even efforts at
such verification. The only tangible evidence produced by
the complainant is a single flier allegedly used in the
course of the solicitation process, but there is no evidence
that the flier was used during the period in question, and,
indeed, the only date on the flier (1986) is years before the
time period focused on in the complaint.

The only reliable information referenced by the General
Counsel’'s Office consists of materials supplied by UPS after
a meeting it arranged with FEC attorneys. These are
materials used in UPS’'s solicitations of its employees during
the time period in question, 1989-1992. Before those
materials can be discussed, however, it is necessary to
explain how UPS solicits its employees for contributions to

UPSPAC.

’ A review of Mr. Kohr’s complaint reveals a
multitude of allegations, only some of which are relevant to
federal election laws. Moreover, as the list of federal
agencies, officeholders, and media entities to which he
disseminated the complaint shows, Mr. Kohr clearly intended
to create as many difficulties for his former employer as
possible. See April 15, 1993 Complaint (Exhibit A).

S P




As the General Counsel’s Brief admits (at 3), UPS's

solicitation practices involve a regimented procedure
consisting of several specific steps. UPS does this, rather
than simply mailing a solicitation, so that employees are

both better informed and have the benefit of personal

interaction when the contribution process is explained. This

is in accord with UPS‘s basic philosophy of assuring
employees of their rights regarding contributions to UPSPAC.
Indeed, as discussed further below, unlike most corporations,
UPS does not permit employees to use payroll deductions to
contribute to UPSPAC for more than ten months at a time.

With respect to its solicitations from 1989 to 1992, UPS
confined its solicitations only to those management level
employees who chose to participate in the Managers’ Incentive
Plan ("MIP"), a program through which they receive a
significant percentage of their annual income in UPS stock.
Thus, all the solicited employees were also stockholders.
These MIP members currently number roughly 26,000 of 337,000
total UPS employees.

UPS‘’s basic solicitation program involves a presentation
to an assembly of MIP participants. Although the

presentation varies from year to year, it follows the same




basic format.’ From 1989 to 1992, presentations began with

scripted introductory commentary explaining the purpose of

the meeting and UPSPAC. Next, a video or slide-show was

presented, which explained the role of political action
committees in the political process. This was followed by
further scripted remarks, discussing the importance of
contributions to UPSPAC and answering frequently asked
questions. Employees were free to ask other questions, but
the scripted remarks were read because they address typical
areas of concern. Finally, the employees were each given a
solicitation package containing a solicitation letter, a
brochure describing UPSPAC, and a confidential return
envelope addressed to the treasurer of UPSPAC. See,
generally, 9/20/95 Letter from Jan Baran to General Counsel’s
Office.

An examination of these materials, which have already
been provided to the General Counsel’s Office, reveals that,
throughout the presentation, UPS emphasized that
contributions to UPSPAC were entirely voluntary and that
employees were free to choose not to contribute without fear
of reprisal. The following excerpts were illustrative:

° I want to stress that any contribution to UPSPAC is

strictly voluntary. Within UPS your contribution

will be confidential. However, federal law and the
laws of some states will require us to report

y The General Counsel’s brief creates the impression
thact UPS used identical solicitation materials from 1989-
1992. As is illustrated further below, that is not correct.

o o




contributions over a certain amount. It is
entirely up to you to decide whether you want to
contribute, and if so, how much. (1991 Video Tape
Comments of Chairman and CEO of UPS) (Exhibit B).

[As the video tape just did], I‘’d like to stress
that any contribution to UPSPAC is strictly
voluntary. 1It’s entirely up to you to decide if
you want to contribute, and if so, how much. (1991
Post -Video Comment Sheet) (Exhibit C).

Contributions are entirely voluntary, as is the
amount you decide to contribute. The suggested
giving amounts are simply guidelines designed to
help you understand what UPS considers to be a fair
contribution that will achieve our funding needs.
(1991 & 1992 Question and Answer Sheet, # 2)
(Exhibits D & E).

Contributing is a personal decision and will
neither benefit nor disadvantage you in your job at
UPS. (1991 & 1992 Question and Answer Sheet, # 3)
(Exhibit D & E).

Your participation [in UPSPAC] is entirely
voluntary and confidential. (1991 Cover Letter)
(Exhibit F).

Keep in mind that all contributions are wvoluntary,
and participation will neither benefit nor
disadvantage you in your job at UPS. (1991
Brochure) (Exhibit G).

The amount you should contribute is a personal
decision and will neither benefit nor disadvantage
you in your job at UPS. (1951 & 1992 Brochures)
(Exhibits G & H).

The suggested contribution amounts are as follows,
but feel free to contribute as much or as little as
you like: [suggested amounts]. (1991 Brochure)
(Exhibit G).

Contributions are kept confidential. Your decision
whether or not to participate and the amount of
your contribution will be kept confidential within
the company and will not otherwise be disclcsed
except to regulatory agencies as described by law.
(1991 & 1992 Brochures) (Exhibits G & H).




Remember that your decision [to contribute to
UPSPAC] is voluntary and confidential. (1992 Cover
Letter) (Exhibit I).

The suggested amounts are as follows; we do not
recommend contributions in excess of the suggested
amount. (1992 Brochure) (Exhibit H).

We must emphasize at each presentation that
contributions are voluntary and confidential.
(February 8, 1990, Information Letter to Region and
District Managers) (Exhibit J).

At each presentation, it should be emphasized that
all contributions are voluntary and confidential.
(February 8, 1990, Information Letter to District
Managers) (Exhibit K).

Any contribution to UPSPAC is entirely voluntary
and confidential. It is up to you to decide
whether you want to contribute and if so how much.
(1990 Video Tape Comments of Chairman and CEO of
UPS) (Exhibit L).

Participation is entirely voluntary, but as a
partner, I urge you to support this program to
ensure that our voice is heard by the decision-
makers. (1990 Talk Outline) (Exhibit M).

Your participation in UPSPAC is entirely voluntary
and confidential. (1990 Cover Letter) (Exhibit N).

The amount that you should contribute is a personal
decision and will neither benefit nor disadvantage
you in your job at UPS. (1990 Flier) (Exhibit O).

The suggested amounts are as follows, but feel free
to contribute as much or as little as you like:
[suggested amounts] (1990 Flier) (Exhibit O).

Contributions are kept in the strictest confidence.
Within UPS, only the UPSPAC treasurer has a record
of who contributes. (1990 Flier) (Exhibit O).

All UPSPAC contributions are voluntary and
confidential. Only the UPSPAC treasurer and the
Federal Election Commission have a record of who
contributes, as required by federal law. (1990
Brochure) (Exhibit P).
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All UPSPAC contributions are voluntary and kept in
strictest confidence. Only the UPSPAC treasurer
has a record of who contributes, which is requirea
by federal law. (1989 Brochure) (Exhibit Q).

Your participation in UPSPAC is entirely wvoluntary.
(1989 Cover Letter) (Exhibit R).

The amount that you should contribute is a personal
decision and will neither benefit nor disadvantage
you in your job at UPS. (1989 Flier) (Exhibit S).
The suggested amounts are as follows, but feel free
to contribute as much or as little as you like:
[suggested amounts] (1989 Flier) (Exhibit 8).
These materials demonstrate that UPS took great care
throughout the period referenced in the complaint to ensure
that solicited employees/stockholders understood that their
decision to contribute was voluntary and would not affect
their employment. This is corroborated by the affidavits
presented with this brief, which affidavits from former UPS
employees, all of whom worked in the complainant‘’s district,
emphasize their understanding that their decisions to
contribute were voluntary and that they had no fears of
reprisals regarding their decisions. See Exhibits T-X.*
Follow-Up Announcements
The General Counsel’s Brief (at 5-6), acair without any

factual support, implies that certain announcemz=nts that UPS

managers made regarding participation lev=.: .sunstituted

4

Given that the only support provided by the General
Counsel’s Brief of the complainant’s unsubstantiated charges
are the complainant’s bald-faced allegations, these
affidavits are entitled to at least as much weight, if not
more, as the alleged "facts" in that brief.
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"pressured” solicitations. This is incorrect. UPS did not
engage in follow-up solicitations of employees who chose not
to contribute to UPSPAC during 1989-1992, nor does it do so
today. UPS, however, does provide generalized oral
announcements regarding the level of employee participation
i1n UPSPAC.

These oral announcements are directed at particular
management groups, and not at particular employees. District
managers announce to their district’s MIP participants the
level of participation for their particular district. This
announcement is based on the participation percentage of the
district’s employees collectively. Thus, in the case of the
complainant, the follow-up announcement was based on the
level of participation of the entire district, which included
450 members. Although not all districts contain the same
number of members, all of the regions are large enough so
that a generalized announcement of the district’s level of
participation is insufficient to identify whether any
particular member did or did not contribute to UPSPAC. See,
generally, 12/28/95 Letter from Jan Baran to General
Counsel’s Office.

The follow-up announcements are not made as part of a
comprehensive presentation as the annual solicitations are.
Follow-up information is typically provided as an incidental
announcement at a meeting held for other (non-UPSPAC related)
purposes. Accordingly, the follow-up announcements are not

- 9 -




and were not intended to be solicitations. Rather, they are

simply UPS‘'s efforts to inform its employees of the support

they have provided to UPSPAC. See Employee Affidavits,

Exhibits T-X (confirming announcements were for informational
purposes) .
IXII. ANALYSIS

As discussed above, from the complainant’s unfocused
allegacions, the General Counsel’s Brief asserts (at 7) that
UPS’s solicitations "did not satisfy the requirement
that employees be informed of the right to refuse to
contribute without reprisal at the time of solicitation and
in all written solicitations.” This allegation is apparently
based on the fact that none of the communications during the
solicitation presentations used the literal words "right to
refuse to contribute without reprisal." However, neither 2
U.S.C. § 441b(b) 13) (C) nor 11 C.F.R. § 114.5(a), the only
provisions cited by the General Counsel’s Brief, mandate
specific language to be used in solicitations.®
Accordingly, the issue is whether an employee’s right to
refuse to contribute to UPSPAC without reprisal was fairly
communicated during the solicitation presentations from 1989-

1992.

In the past, the Commission has mandated specific
language where it felt necessary. See 11 C.F.R. § 104.7
(1993) ("Best efforts" regulation mandates specific
disclaimer). No similar requirement is present in either the
cited statute or regulation.

10 =




The Notification That The Decision To Contribute Is
"Voluntary" Adequately Informs Solicitees Of Their
Rights Under FECA And FEC Requlations

The General Counsel’s Brief’'s only argument that UPS did
not adequately inform its employees of their rights is its
assertion that informing a solicitee that his or her decision
to contribute is "voluntary" does not sufficiently

communicate the concept that he or she has the right to

refuse to contribute without reprisal. As explained below,

this argument must fail.

Neither the statute nor the regulation requires UPS to
provide notice that contributions to UPSPAC are "voluntary."
See 2 U.S.C. § 441b(b)(3)(C), 11 C.F.R. § 114.5(a). UPS
provides this notification to inform employees not only that
they have a right to refuse to contribute without reprisal,
but also to encompass the idea that UPS only wants willing
participants, committed to UPSPAC’s goals. UPS believes the
term "voluntary” communicates these notions.

A straight forward understanding of the word "voluntary"
denotes that the choice is freely made without reference to
coercion.® It is absurd to suggest that an employee’s
decision to contribute could be both voluntary and coerced by

fear of employment reprisal. UPS’s emphasis on the

e Webster’s New World Dictionary (2d Edition) defines
"voluntary" as "being brought about by one’s own free choice;
given or done of one’s own free will; freely chosen or
undertaken." This definition clearly could not apply to a
choice coerced by threats of reprisal.

- 11 -




voluntariness of the decision to contribute fairly
communicates that employees may decide whether or not to
contribute for themselves with the predicate to this decision
being that no harm will hefall those who choose not to
contribute. This is plainly articulated at Exhibits B-E, F,
G, I, J-N, and P-R.

The General Counsel’s Brief, however, maintains (at 4)
that informing an employee that the decision to contribute is

voluntary is "separate and distinct" from informing the

employee of the right to refuse without reprisal.’ There is

no explanation for this oblique assertion, only a cite to MUR
3024. The First General Counsel’s Report there asserts that
contributions must be voluntary and employees must be
informed of their right to refuse. It does not claim that
the two requirements are always separate. Rather, it
explains that simply because a contribution is made
voluntarily does not mean that it can be inferred that the
employee was adequately informed of his or her rights. MUR
3024, First General Counsel’s Report dated 1/25/91, at 5.
Thus, there must be an indication of an employees rights even
where employees actually make their choice to contribute

voluntarily.

T

This in itself creates the mistaken impression that
the statute and regulations require contributors be notified
that their contribution is voluntary and that they have the
right to refuse to contribute, i.e., two separate
notifications. As explained previously, that is incorrect.
See 2 U.S.C. § 441b(b) (3)(C), 11 C.F.R. § 114.5(a).

12
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Here, the General Counsel’s Brief concedes (at 4) that
UPS informs its employees that their decision to contribute
is voluntary (as it must, given the volume of materials UPS
has provided), and there is no charge that any contributions
were in fact involuntary.® Accordingly, as UPS's
notification to solicited employees that their decision to
contribute fairly communicates the absence of any possibility
of reprisal, UPS is in full compliance with FECA and
Commission regulations.
B. UPS’'s Solicitation Presentation Did More Than
Simply Inform Solicitees That Their Decision To
Contribyte Was Voluptary.

The General Counsel’s Brief (at 4-7) creates the

impression that the only information that UPS provided to its
solicitees was the simple statement that "Your decision to
contribute is voluntary." As a review of UPS’'s presentation
materials shows, gee Exhibits B-S, this is not true. UPS’s
presentation broadly informed emplcyees of their rights,
making a variety of statements that informed the solicitees
of their ability to refuse to contribute without reprisal.
UPS’s notification that the decision to contribute was thus
not provided in a vacuum; it was placed in a context that is

unambiguous.

8 Indeed, UPS has presented evidence that employees

freely chose to contribute. Sce Employee Affidavits
(Exhibits T-X).
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Respondents urge the Commission to review carefully the

provided materials and consider the various ways UPS assured

employees that their decision whether or not to contribute

would result in no action by the company. By way of

emphasis, the following five statements are particularly

relevant:

2 [As the video tape just did], I'd like to strees
that any contribution to UPSPAC is strictly
voluntary. It’s entirely up to you to decide if
you want to contribute, and if so, how much. (1991
Post -Video Comment Sheet) (Exhibit C).

Contributing is a personal decision and will
neither benefit nor disadvantage you in your job at
UPS. (1991 & 1992 Question and Answer Sheet, # 3)
(Exhibits D & E).
Keep in mind that all contributions are voluntary,
and participation will neither benefit nor
disadvantage you in your job at UPS. (1991
Brochure) (Exhibit G).
Any contribution to UPSPAC is entirely voluntary
and confidential. It is up to you to decide
whether you want to contribute and if so how much.
(1990 Video Tape Comments of Cnairman and CEO of
UPS) (Exhibit L).
The amount that you should contribute is a personal
decision and will neither benefit nor disadvantage
you in your job at UPS. (1989 Flier) (Exhibit 8§).
In addition to these overall indications that employees had
the right to refuse without reprisal, UPS also emphasized the
confidential nature of the contribution. This was not only
made clear by the solicitation materials, gee Exhibits B, F-
L, N, and P, but in practice as well. "Thank-you" letters to
contriburing employees were mailed directly to the employees‘
homes; they were not distributed at work. Announcements

14
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regarding participation levels, discussed further below, were
always made on a large enough scale so that any particular
individual’s decision whether or not to contribute could not
be ascertained.’ 1In addition, contributor information was
only available to the necessary individuals at UPSPAC, so
even if an employee’s direct manager wanted to, he or she
would have be prevented from taking any action based on an
employee’'s contribution reccrd because that record was
unavailable, a fact the General Counsel’s Brief does not
dispute.

. The Written Materials Provided To Solicited
Employees Adequately Informed Them Of Their Rights
Under FECA And FEC Requlations

As demonstrated above, UPS’s explanation to its
employees that their decision to contribute was voluntary and
the other information provided during the solicitation
presentation adequately informed solicited employees of their
rights. For those same reasons, UPS’'s written solicitation
materials satisfy all legal requirements. The written
materials for all four of the questioned years confirm that
the decision to contribute is free from coercion and entirely
voluntary, gee Exhibits G-I, N-P, R, and S, and also confirm
the confidential nature of the solicitation process, gee

Exhibits F-I, N-Q.

. For example, the complainant‘s district had

approximately 450 MIP participants, so any announcements were
made on that scale.
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While each individual page of the printed solicitation
mater.nls may not have detailed all of the solicited
employees’ rights, there is no requirement that the rights be
so enumerated. The regulation only requires that the
"written scolicitation" have appropriate language. 11 C.F.R.
§ 114.5(a). There is nothing to suggest each page must have
the langquage, and thus a fair reading of the regqulation is
that the contents of the solicitation envelope (the cover
letter, brochure, and, in 1989-90, the informational flier)
together constitute the written solicitation. An examination
of the printed materials provided to the solicitees thus
establishes that UPS complied with FECA and Commission

regulations with respect to written solicitations.

D. UPS’s Oral Announcement Regarding Participation

Levelg Were Not Soljcitations.

Without formally articulating a charge, the General

Counsel’s Brief implies that UPS‘s announcements regarding
participation levels (the percentage of solicited employees
contributing to UPSPAC) were actually additional
solicitations in themselves which inadequately informed
employees of their rights. The General Counsel’s Brief
provides no basis for this conclusion and it cannot, for
those announcements were not solicitations, they were simply
informational announcements. Such announcements do not
constitute a solicitation under Commission precedent. See

FEC Advisory Opinion 1979-66, Fed. Election Camp. Fin. Guide

= 16 =
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(CCH) ¥ 5455 (1980) (general information regarding number of
solicited employees contributing to corporate PAC not
solicitation for purposes of FECA). In reality, as discussed
above, the fact that such announcement are made on a
district-wide scale confirm UPS’'s efforts to keep individual
employees’ decisions whether to contribute confidential.

E. UPS’'s Efforts Regarding Solicited Employees’ Rights
Anary.

Given the above discussion, it is evident that UPS makes
repeated efforts to comply with all laws and regulations by
emphasizing, both orally and in writing, that solicited
employees can freely choose not to contribute to UPSPAC.

This is consistent with UPS’s general practices regarding its
separate segregated fund. For instance, unlike many
corporations that use payroll deductions to generate
uninterrupted contributions to their PACs, which deductions
can only be terminated by an employee’s specific request, U?S
does not use payroll deductions on an indefinitely continuing
basis. Rather, it limits the time that an employee may allow
such direct contributions to be taken from his or her
paycheck to a ten month term. Participating employees must
re-approve such deductions at the end of that time. Thus,
employees must decide during geach annual solicitation
presentation whether to participate in payroll deductions for
the next ten months. This is to ensure that participation is

indeed voluntary and that only those employees who genuinely

L T B




wish to support UPSPAC do so.!" See, generally, 9/20/95

Letter from Jan Baran to General Counsel’s Office.

This forthright approach to political activity is

confirmed by UPS’s actions in this matter to date.

" Another example of UPS’'s approach is reflected in
its solicitation materials since 1992, which specifically

recommend that solicited employees do not contribute more
that the amount suggested in the provided guideline. See,

for example, Exhibit H.
= 18 =
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IV. CONCLUSION

At it most basic, this Matter turns on whether the
solicited UPS employees understood from UPS that they had the
right to refuse to> contribute to UPSPAC without reprisal from
UPS. Respondents believe that a fair reading of the
materia’s used in UPS’'s solicitation presentation establish
that ic ¢°d inform its employees of that right. Accordingly,

~ 19 -~




Respondents urge that the Commission find no probable cause

to believe that Respondents violated FECA or Commission

regulations.
Respectfully submitted,

an Witold Baran
Jason P. Cronic

Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006
(202) 429-7000

December 6, 1996

Counsel for United Parcel

Service, United Parcel

Service Political Acti:n

Committee, and D. Scott

Davis, as Treasurer
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Michael P.Kohr
R.F.D. #3 Box 236a
Princeton,Ill. 61356
March 15th, 1993
815-872-0030

lection Commissicn \'\’\ L\R 3170

the General Cocunsel
Ncrthwest
20463

this letter bring to your attention a

troucied me number of years. [ apolog:ize

of 1 and perhaps an overabundance

wish present this situation without

fuil story and my motives.

a employee of United Parcel Service. I left

at United Parcel Service on February 28, 1992. I was a

management and was .ncreasing disturbed by the

the company 1n regards tc matters of :integrity on

Two areas that particularly bothered me was the

political action committee, UPSPAC, and an overseas
Overseas Partaers Limited.

f£irst area of concern I have is the official political

n committee cf UPS, UPSPAC, particularly how UPS strong arms

upervisory peopie into contributing to the PAC. When UPS

fcrmed UPSPAC a newsletter was mailed to each member of

management. In that newsletter was listed the "donation"™ each

member c¢f wmanagement was expected to give. The letter also

2xplained that mandatory "donations" were against the law and

that all "donations" would remain anonymous, however included

With the letter was a card that was to be returned with the

"suggested donation.”™ In the upper right hand corner of the card

was the employee number -f the person the letter was addressed

tc. That employee number appears on every file, every payroll

check, :n fact on every official £form that pertained to a

particular employee. Although no name appeared on the card the

empioyee number was more than enough to identify who "donated"

and who did not.
The response of the supervisory people was 1initiaily
gngéy geor. Most of the supervisory peopie I talked with

w
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? § e manner 1in which the company tried to extort the
ributions to UPSPAC and most also said they 4did not believe
poliitical action committees and felt they were
unterproductive tc the goecd of our country. After a while
pervisors were toléd cf +the pcor response *s the "donation"
drive for UPSPAC by their managers and 1t was suggested that
cernaps those that had not contributed did not belong as
management perscnnel at UPS. Considering the extremely poor
national numbers coming i1n for UPSPAC most supervisors recognized
these threats as empty threats as UPS would have had to fire over
80% cf 1ts management.
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Initially supervisors zac teen :-:.d by upper managemen: “hat
the empioyee numbers that appeared zn the "donai:2on"” cards were
cnly for accounting and tax purpcses. It socn bezame evident that
cther reasons also existed £zr -ne ampioyee numbers :: appear 2a
~he "lonation" -ards. After the :1nit:al talk with our managers o¢

national respcnse o0 UPSPAC we <Jere -aiked t2 an a

y center basis &2y cur 3division managers. The division

now presented us Wi X 2 further breakdown 5f the

nat:onal numpbers “2 how our regicn nad responded [poorly. :n line

with the rest cf the =:country . After a short while and stil:

.ittle response to UPSPAC we were again talked ts5 on a center by

~enter basis by our division managers and ncw presented with

creakdowns of the response to UPSPAC ny supervisors and center

managers and staff personnel and a further breakdown 2f *the
regional numbers to the district level.

In cur zenter all of -“he supervisors had up tc that poin:

“donat:ng"” %o UPSPAC. It Lecame apparent tc all but the

dead, that :n spite ~f upper managements denia's. they knew
did or did no: “donat T2 UPSPAC cr were at least willing to
Ssure Supervisors 1. They received a level cof money in
ccffers that “ere satisfied with. Interestingly

our center, as a grcocup c¢f supervisors ai. sent in
“"denation" after the last above mentioned talk. ¢ was at

at point that the taiks ceased. A co-:ncidence perhaps, or more
1kely, -he goal of all supervisors ™"voluntarily” donating to
UPSPAC was accomplished in our center, and upper management knew
~t, thanks :c the employee numbers that had been printed on the
“PSPAC "donation” cards.

I am not a legal expert on the laws governing political
actiocn committees. But I gJuestion the use of the employee's
sayroi!l numbers on the "donation" <card sent out by UPSPAC. I
juestion the time, effort and expense on the part of upper
management at UPS 1in tracking response to UPSPAC and the
resulting talks held by upper management 1in strong arming its
supervisory personnel into "donating" to UPSPAC. If these actions
are withain the limits of the law the laws should be strengthened.
Zertainly UPS's actions in this regard would offend the moral
~anscious of most Americans. There 1s a strong sense of revulsion
and contempt 1in this country for political action committees and
how PACs corrupt the political process. Through UPS's pressure
tactics we now have an example <cf how corporate America can
exploit the workforce to expand the resources of the political
action committee. Resources that are used in the eyes of most
Americans to hold this country's political process hostage to the
influence of money and power. There :s little difference 1n how
UPS pressured its supervisors for "donations"™ to UPSPAC and the
“donations” that are extorted by thugs and criminals from
business’' for "protection” or "insurance.” The oniy difference :s
the sult and tie and the mantle of respectability of a
businessman that UPS cloaks :tself :1n. Underneath that suit apd
t-e beats the heart of a csrporate soul that regards itself above
the laws everyone eise must obey and whose arrogance assumes that
no matter how far it pushes :t will never have to be held

accountable for 1ts actiocns.
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The second area of concern I wish to bring up 1s the
overseas subsidiary o¢f UPS called Overseas Partners Limited,
based in Bermuda. Enclosed you will find a copy of the 1992
Annual! Report of OQOverseas Partners Ltd.. Overseas Partners Ltd.
was founded in 1984. Its primary function is the re-insurance of
packages shipped through UPS that are insured for more than one-
hundred dollars. Since that t:me :%t has became involved in other
*ransact.ons such as leasing of equipment and property to UPS.
When Cverseas Partners Litd. was first f{ormed members of upper
management -nformed the superviscry people that the subsidiary
was designed to take advantage of the tax laws in the country of
Bermuda. My manager was more -0 the point when he described 1t as
a "legal tax dodge."™ Prior *c 19384, UPS collected twenty-five
~ents [currently thirty cents) per cne-hundred dollars =f any
package shipped through UPS 1in excess valuation c¢f one-hundred
dollars. Any claim for loss cn such packages was paid for out of
these "excess value fees."” Cf course any extra funds at the end
of the £fiscal year were taxed as profit by the IRS. Again the
funds for excess valuation were collected in the United States of
America fcr services rendered :n the United States of America by
Amer:can workers, and for services that depended on the efficient
:nfrastructure of the United States of America. Infrastructure
paid for by the taxpayers of “his country.

By playing a shell game with the excess vaiue funds and
basing Overseas Partners Ltd. :n Bermuda, UPS evades paying taxes
cn the :i1ncome generated on these funds as well as the other
transacticns the partnership has become active in. In the years
hence UPS has become an international company, but the vast
percentage 0of business 1t does is within the borders of the
United States of America. While this self described "tax dodge"”
may be legal I again feel the 1laws of this country should be
strengthened to prevent the large corporations that have the
legal resources and moral turpitude to exploit the loopholes that
allow them to escape the responsibility that most Americans do
not guestion. I do not feel 1t 1s unreasonabie to expect a
poraticn tc pay taxes on the profits on income generated in

country, espec:ially a company such s United Parcel Service

depends so heavily cn taxpayer funded roads, bridges, and
r related infrastructure.

All members of management at UPS are given stock each year
the common stock of UPS as well as that of Overseas Partners
When OPL was first formed, we as supervisors, were told
cause of the "tax dodge" the partnership would enjoy, the stock
t+he partnership would one day make us all rich. In 1984 the
ck was valued at twenty-five <cents a share. On December 31lst,

it was valued at seven dollars £forty cents a share, or an
ease cf over 2900% 1n eight short vears. Eight years in which

taxes that had been formerly paid on those profits to the
S+tazes were now shuffled to a foreign country and
and hidden from the IRS. I still retain my holdings in

trust of Overseas Partners. I have not sold my holdings
fea]l] these holdings are "dirty money” and will not sell
untill I have aired my complaints and concerns of
i1.legality. If the value of the stock should be lower
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because taxes are owed then I wil! accept the lower value. I do
not wish to profit at the expense of my country.

Given the open talk on the part of UPS management on the
avoidance of taxes 1n Overseas Partners, I assume no laws woare
broken :n this regard. I would hope :f this 1s legal the laws
Wwill te amended. I would alsc hope that the government of this
country wil! require that all documentsz and parcels picked up
£rom and delivered to i1ts agencies are delivered by the United
States Post Office as to shew that tax dodgers of any nature,
legal or not, are not encouraged by the government of this !and,
( In fact the United States Post Office has substantially lower
rates. Considering the financial hole we have dug for ourselves
in this country I find it amazing that the government still
utilizes UPS when the Post Office charges much less for the same
services).

In closing I wish to repeat that I am an ex-employee of
United Parcel Service. I am certain that I may be castigated by
members of the company as a bitter person bent on revenge.
However [ regard my experience at UPS as a positive one but one
in which ! have experienced events that are either illegal or at
the very least morally reprehensible. The easy thing for me to do
1S close the pages of this chapter i1n my life and move on. But to
turn an eye o the things I have described above would be to
condone those practices that I regard as 1llegal and immoral. It
i3 my duty as a citizen cf this country to stand against such
things no matter how powerful the opponent may be or how daunting
the chance of making a difference may be. It is my hope that you
will recognize that I speak from a position of freedom and
without fear of retaliation as would a person still employed by
this company. It is my hope that you will recognize that I speak
for hope fcr the resolution of these injustices and I hope you
will be able help me bring these injustices to a close.

Sincerely,

I chaed P ISA

Michael P. Kohr

cc: Frank J. Mautino




Dept. of Labor

Pat Welch

Paul Simon

Carol Mosely Braun

Joseph Biden

Lane Evans

Janet Reno

H. Recss Perot

IRS ¢/o CID Dept.

EEQC

Federal Election Ccmmision

Post Off:ce Solicitor General
Iinternaticnal Brotherhood of the Teamsters
Producer of "60 Minutes"

Producer of "20/20"

Producer cf "Dateline"”

Producer cf '"'Street Stcries"
Producer "The Phi! Donohue Show"

Subscribed and sworn to before me
“OFriCAL SEALT v’ i
Sophie P. Lewis this /4% " day of _

Netary Public, State of ilinols 19 Zi :

My Commissios Expires 12/22/35 L ,ﬂ QZ“_

( SEAL) (MOTARY PUBLIC)
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(Exhibit B, the 1991
Video Tape used in
the solicitation presentation
is on file with the
General Counsel’'s Office.
Additional copies will be
made available if necessary)




POST-UPSPAC VIDEO COMMENTS:
(To be given directly after showing the
video)

Waell...1 think the video did an excellent job
of explaining what UPS PAC is and how it
functions.

As a partner in this company, | feel | should
add a few comments—because | believe that
UPS PAC is an extremely vital part of our
organization. Why? Because it gives us
direct involvement in the political process
where laws and regulations are passed
which affect our operations and service to
the public.

N
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All of us who are participants in the
Managers incentive Plan share common
interests and objectives—we want to see
UPS continue to grow and make a profit.
And, we want to see our company meet and
exceed our customers needs.
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In today’s worid, that takes more than just
hard work-it means having the backing of
state and federal legislators.

The video highlighted several recent
examples, including the aircraft noise issue,
longer combination vehicles and motor
carrier deregulation. Each of these issues
has had, and will have, a major impact on
our business. Through the actions of our
PAC, that impact can be a positive one.

Your support is important if the voice of UPS
is to be heard in the heat of debate over
these and other issues.

You are now going to receive a brochure
and contribution card which will further
describe UPS PAC. I'd like you to review
this material, especially the suggested
giving amounts and information about the
new payroll deduction option that is being
offered.




As Oz just did, I'd like to stress that any
‘contributionto UPS PAC ig strictly

voluntary. It's entirely up to you to decide if

you want to contribute, and if so, how much,

Please give this important matter careful
consideration. I'm confident that after
reviewing the material, you will agree that
UPS PAC is critical to our continued
success and deserves our support.

At this time, I'd like to read some questions
and answers that have been prepared. If
you have any additional questions, please
do not hesitate to ask them.




UPSPAC QUESTIONS AND ANSWERS

i.

Why is UPSPAC so important?

A. As you have been hearing, laws passed by federal
and state governments have the potential to have a
nNegative 1mpact on our business. Through UPSPAC, wve
can support those legislators who support our views
and understand the importance of our service.

Do I have to give the full amount listed on the
brochure?

A. No. Contributions are entirely voluntary, as is
the amount you decide to contribute. The s ested
giving amounts are simply guidelines dc.iqn:gqto help
you understand what UPS considers to be a fair
contribution that will achieve our funding needs.

What if I don't want to contribute?

A. Contributing is a personal decision and will
neither benefit nor disadvantage you in your job at
UPS.

If you elect not to contribute to UPSPAC, we ask
that you check the "Decline to participate” box and
return your contribution card in the envel
provided. This information will be kept confidential.

How do I use the payroll deduction option?
A. To take advantage of this new feature, circle the
correct response (monthly or s.li-nonthlg) to indicate
your pay cycle. Then, check the box marked “Pay
period deduction™ on the contribut.on card and write
1n the amount you want deducted each pay period.
These deductions will be made over a 10-month period.
There is also a one-time deduction option. To use
this feature, check the box marked "One-time pay
period deduction" and fill in the amount you wish to
have deducted.

Hov else can I contribute?

A. Along with payroll deduction, you can also make a
one-time direct contribution. To use this, check off
the appropriate box on the contribution card, and mail
it,_along with your check made out to UPSPAC, in the
return envelope.

When does the deduction period end?

A. If you choose the payroll deduction option, your
contribution card should be returned no later than
July 31, 1991. Deductions will be made from August,
1991 through May, 1992.
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7.

Can I still select payroll deduction even if I dea‘t
mset the cutoff date?

A. Nao. To select the payroll deduction option the
cards should be returned no later than July 31, 1991.
However, you can still contribute to UPSPAC later than
this date through a cne~time direct contribution or a
one-time payroll deduction.

When should the contribution cards be returned?

A. To help us appropriately budget political
contributions for the coming year, we are aski that
the contribution cards be returned by the end of the
sclicitation period, July 31.




UPSPAC QUESTIONS AND ANSWERS

3.

Why is UPSPAC so important?

A. As you have besn hearing, lawvs passed by federal
and state governments have the potential to have a
negative impact on our business. Through UPSPAC, we
can support those legislators who support our views
and understand the importance of our service.

Do I have to give the full amount listed om the
brochure?

A. No. Contributions are entirely voluntary, as is
the amount you decide to contribute. The

giving amounts are simply guidelines desi to help
you understand vhat UPS considers to be a fair
contribution that wvill achieve our funding needs.

what if I doa’t want to contridbute?

A. Contributing is a personal decision and wvill

S;éther benefit nor disadvantage you in your job at
If you eslect not to contribute to UPSPAC, wvs ask

that you check the "Decline to participate” box and

return your contribution card in the envelope

provided. This information will be kept confidential.

How 40 I use the payroll deductioa optiom?
A. To take advantage of this new feature, circle the
correct response (monthly or semi-monthly) to indicate
your pay cycle. Then, k the box marked “Pay
iod deduction” on the contribution card and write
in the amount you want deducted each pay periecd.
These deductions will be made over a 10-month period.
There is also a one-time deduction option. To use
this feature, check the box marked "One-~time pay
iod deduction® and fill in the amount you wish to
g:sc deducted.

How else cam I ocontribute?

A. Along with payroll deduction, you can also make a
one-time direct contribution. To use this, check off
the ropriste box on the contribution card, and mail
it, along with your check made out to UPSPAC, in the
return envelope.

when does the deduction period end?

A. If you choose the payroll deduction option, your
contribution card should be returned no later than
July 31, 1991. Deductions will be made from August,
1991 through May, 1592.




7. Cam I still select payroll deduction even if I Gea‘'t
meot the cuteff date?
A. No. To select the payroll deduction option the
cards should be returned no later than July 31, 1991.
However, you can still contribute to UPSPAC later than
this date h a one-time direct contribution or a
one-tims payroll deduction.

Whea should the coantridbution cards be returned?

A. To help us appropriately budget political
contributions for the coming year, we are ask that
the contribution cards be returned by the end of the
solicitation period, July 31.

Can foreign service manager use payrovll deductioma?
A. Yes. As long ax the foreiyn service manager is
paid by General Services, iz a United States citizen
and is a participant in MIP.




May 31, 1991

Dear UPS Partner,

This past year has been one of intense legisiative activity in many areas that directly
impact our company. It clearly demonstrated the need for effective input into the
political process as UPS faces the challenges of the 1990's. The United Parcel
Service Poltical Action Committee (UPSPAC) plays a vital role in making sure UPS's
voice is heard when new laws and regulations are being considered.

As we begin our 1991 UPSPAC solicitation, | hope that each manager and supervisor
in the hanagers Incentive Plan will join me in contributing. UPSPAC gives us the
opportunity to provide meaningful support to the election of senators and
representatives who believe in fair competition and understand the value of UPS's
service to the public.

Last year, 61 percent of our active managers and supervisors contributed $645,000 %0
UPSPAC. This was a substantial increase over 1989, when only 38 percent
contributed, but our participation rate is still very low. This year we have sst a goal of
one million dollars in contributions with an 80 percent participation level. That is a lot
of money, but given the legislative challenges facing us it's an appropriate goal and |
believe we will achieve it.

The enclosed brochure and card will provide additional information about UPSPAC.
Your participation is entirely voluntary and confidential. Please note that we are now
offering the option of payroll deduction for your UPSPAC contribution. If you ke, your
deductions can be spread over a ten month period.

As partners we all share in UPS’s success. I'd like to thank you for your past
contributions and | urge one and all to help protect our investment by making a
contribution to our 1991 UPSPAC.

Sincerely,
oy )ik

Oz Nelson
Chairman and
Chief Executive Officer




*YOU can m&®e an imPact

f you're imerested in protecting
your nvestment in UPS, then one
of the best Investments you can
maie 8 & contribution o UPSPAC.
r contribution will directly sup-
port UPS's interests on both federal
and state legrsiative issues.

issues current!y being debeted
inciude safety and environmental
reguistions, transportation taxes.
‘notorcamerdongulltion.hdonl
noise regulations and vehicie size
and wesght imitations. Each of these
ssues. and many more. heve a direct
moact on UPS'S operating authority,
flexibility and, of course, its costs.

Your support of UPSPAC is one way
to make sure UPS's voice is heard

®1re PAC's necessary?

There has been a good deal of
csebate about the role PAC's play
in electing candidates to public
: office. But. the fact remains that
C's are an efficcent means for
with common irmerests to
pool their resources and contribute
~to the campaigns of candidates
they favor. UPSPAC supports those
senators and representatives who
bebheve in farr competition, and
understand the importance
UPS's service to the public.

“Yoday. PAC's supply one-third of all
-feceral campaign financing. In 1990,
f cost an average of about $520.000
10 run for a seat in the House of
tatives, and over $4 mikon
@, run for the Senate.

1990 Contributions

/ $300,715
House

® Members

\

\

You and UPSPAC

aware of the mportance of sup-
porting UPSPAC. Managers met
personally with their people, and
a video was shown expiaining the
critica! legrsiative ssues facing
the company.

The result was a substantial increass
in contributions to $645,000. But,
more importantly, the participation
level increased to 81 percent. This
year, as our management peopie
become more aware of the vital
importance of an effective PAC,
we belheve particpation leveis will
nse even higher.

Our goal for the 1991 solicitation
is $1 million, with an 80 percent
participation level.

1980-00 Election Cycie PAC Receipts

New features
and options

In order to achteve this goal,
a number of changes have been
made to this year’s solicitation.

For the first time. the suggested
contribution ievels have been rarsed
These amounts are only sugges-
tions. however, as any amount

IS weicome. The key element

of success is increasing the level

of participation

Another change. which may heip
make contributions to UPSPAC
easer, is the new payroll deduction
option. An expianation of this new
feature is getalled on the enclosed
contrnibution card.

= vlh L e

Keep in mind that all contributions

Wi - — l—_
Can you suggest
a recipient?

UPS partners may suggest recip-
ients for contributions through the
corporate Public Affairs Group.
Each proposal 1s reviewed by the
Contributions Steering Commitise,
consisting of Public Affairs repre-
sentatives and a member of the
UPS Managemeant Commities. AN
recommendations must be approved
by the corporate UPSPAC chairman
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Parcel Service Political Action House of Representatives, and over /’ﬁ.ﬁ""’/
Committee (UPSPAC). Your contri- $4 million to run for the Senate. " \
bution will directly support UPS's R
interests on both federal angd state You and UPSPAC ../f&"ﬁ/ _
legisiative 1ssues. ﬁ"‘""
P In 1989 UPSPAC received a little T
Issues currently being debated cver $400.000 based on 38 percent | —T
include intr 33:::9 dmouht:or:h participation from our managers e :
customs regulations, posta rm. and supervisors. in 1990 we 1 maxi PSPAC centribution |
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To help ensure that the laws $645,000. But more importantly, In addition, your check must be |
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to 61 percent S S PO - :
operations and service. we need . If you'd ik 1o take
continued involvement in the 1989-90 Election Cycie PAC Receipts of the payroll deduction opton, check
~ political process. Your support ] the approm:::db:: on the enclosed
J contrbution deduction may be
- LGRS S Py S e e | taken on 8 one-time or 10-month bes
| 6.5 i e o e . 1
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no later L ¥ . Deduct
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Unmed Parcel Service 400 Perimeter Center - Terraces North
Atlarte, GA 30348

May 14, 1992

Dear UPS Partner,

I'm writing to ask for your support of the United Parcel
Service Political Action Committee (UPSPAC). Never before

has your participation been so important.

Last year almost 70 percent of our active managers and
supervisors contributed over $1 million to UPSPAC. That kind
of active involvement helped us gain positive results in a
number of UPS-related legislative issues.

This coming Year we'll again face challenges that will
directly impact the ability of our company to succeed and
grow. Among legislative issues expected for consideration
are environmental and safety regulations, enmergy and urban
congestion initiatives, motor carrier deregulation and postal
reform.

By supporting the candidacy of Senators and Repressntatives
who share our beliefs, the money you contribute helps UPS's
voice be heard in governmment. Election experts are a
saying that the number of new nembers resulting from the
November election could be the highest in recent history.
Over 100 new Senators and Representati es are expected to
take their seats when Congress reconvenes in January. We
have the opportunity to educate and inform these new
legislators early in their term of office, but we need your
help.

I believe UPSPAC is an essential investment in our company's
future. As a partner, you have a strong vested interest in
what happens to our business. Contributing to UPSPAC is one
vital means of influencing that outcome.

Remenmber your decisjon is voluntary and confidential. The
enclosed brochure and contribution card provide additional
information. I hope you will join me and give your financial
support to UPSPAC.

Thank you,

O Fetuom

Kent C. Nelson
Chairman and
Chief Executive Officer

*




February 8, 19%0

TO: Region and District Hanag;rl
FROM: Vern Cormie and Frank Middendorf
RE: 1990 UPSPAC Program

The 1990 United Parcel Service Political Action Committee
(UPSPAC) campaign is underway. As partners and owners, ve
are all affected by the success of this groqr . We need
to educate our management team about UPSPAC and its
importance to our company.

The enclosed envelopes contain communications materials
for the 1990 UPSPAC program. They are addressed to each
manager and supervisor in your region or district who is a
partxgipant in the Managers Incentive Plan. Each envelope
contains:

o A pamphlet that explains UPSPAC;

0 A letter from Oz Nelson;

o A contribution guideline:;

o A contribution card and return envelope.

Five copies of a UPSPAC video will be sent to District
managers by 2nd Day Air on Feb. 9. (One copy will be sent
to Region managers.) The video should only shown as
part of the UPSPAC presentation and only to particiglntl
in the Managers Incentive Plan. If you do not receive the
videos, contact Mark Soutter at ATLAS 290-6918.

The enclosed cover memco from the District manager lains
how division and department managers are to distribute the
communications materials. Also enclosed is a UPSPAC
meeting talk outline. We recommend that ion and
District managers make the UPSPAC presentation to their
staff and, likewise, that division and department managers
make the presentation personally to their own people. The
envelopes containing the donation card and return envelope
should be distributed at the conclusion of the
presentation.

Contribution cards should be returned directly to the

UPSPAC treasurer. We must emphasize atﬁigggﬁgggggn;g;iqn~
re Voll lal.

to: Management Committee

Exhbt 3

X




FPebruary 8, 1990

TO: All Division and Department Managers
FROM: District Manager
RE: 1990 UPSPAC Program

Enclosed are the communications materials for the 199%0
United Parcel Service Political Action Committee (UPSPAC)
campaign. Included are:

o Envelopes addressed to each of your managers and
supervisors;

0o A letter from Oz Nelson:;

o A contribution guideline:;

o A contribution card and return envelope.

A copy of the UPSPAC video is also enclosed. The UPSPAC
presentation should be made in February to your managers
and supervisors who are members of the Managers Incentive
Plan. The enclosed talk outline should be used as part of
the presentation and the envelopes containing the
contribution card and return envelope should be
distributed at the conclusion of the presentation.

Contribution cards should ke returned directly to the

UPSPAC treasurer. t each presentation, it should be
emphasized tha 1l confribufions are voluntary and
onfidentia LTI

The video must be returned to me by March 15, 1990. The
tape is bar coded and must be accounted for. It should
not be duplicated.

It is vital that every UPS manager and supervisor
understand the impact UPSPAC has for our company. By
effectively communicating to our people the importance of
UPSPAC to our continued success, we anticipate a
substantial increase in the level of participation.




{Exhibit L, the 1990
Video Tape used in
the solicitation presentation
is on file with the
General Counsel‘s Office.
Additional copies will be
made available if necessary)




UPSPAC Meeting Talk Outline

POR: All Managers Incentive Plan Participants
USE: Pebruary 1990

TOPIC: 1990 UPSPAC Campaign

HANDOUTS: UPSPAC Envelopes

A. The 1990 United Parcel Service Political Action Committee
(UPSPAC) campaign is underway.

1. UPSPAC enables us to support logiclator. who believe in
fair competition and who recognize the value of our service
to the public.

As partners and owners of UPS, we should all be concerned
about the rules and regulations that impact our
business and our future success.

is UPSPAC important to UPS?

Within the last two years we became an airline, we expanded
to over 180 countries and territories worldwide, and we
enhanced service capabilities.

With each of these advances, we encounter a growing
number of rules and regulations that impact our operations.

We are also facing the toughest competition ev —
do-:stxcally and internationally -- for our air and ground
business

The best way for UPS to ensure fair co-gotition is to
support legislators who support our position on critical
issues.

UPSPAC to be effective, we need your support.

Thirty-eight percent of our management team
participated in the program last year.

This year, we are striving for a much higher participation
level.

Participation is entirely voluntary, but as a partner, I
urge you to support this program toc ensure that our voice
is heard by the decision-makers.

D. Here are envelopes containing the UPSPAC materials.

1. The materials will give you more information about
the program, contribution guidelines and where to send
contributions.

We all share in our company's success and I encourage your
full support of UPSPAC.




February 8, 1990

Dear UPS Partner,

We are now kicking off the annual drive to raise money for
the United Parcel Service Political Action Committee
(UPSPAC). I am asking for {our personal contribution to
this program wvhich is vital { important to our company.

It is my hope that every full-time UPS manager and

supervisor in the Managers Incentive Plan will
participate.

Our rapidly expanding business -- both in the USA and
abroad -- needs strong political support. The number of
laws and requlations that affect us has been increasi
and there can be no doubt that government decisions will
have an even greater impact on our future.

Through UPSPAC, we can provide financial assistance to
legislators who believe in fair competition and who
understand the value of UPS service to the public.
Federal law prohibits UPS, and other companies, from
making political contributions. So it is up to each one
of us -- you and me -- to voluntarily generate the funds
needed.

UPSers contributed $373,867 to UPSPAC for legislators in
1989. While this is a lot of money, it came from only 38
percent of our managers and supervisors. We need to do
much better in 1990. We are not asking you to donate more
than the suggested amount, but sincerely hope that a much
higher participation percentage will allow us to support
our "frierds™ at both the federal and state levels this
election year.

The enclosed brochure and card will provide additional
information about UPSPAC, including suggested contribution
guidelines. Your participation in UPSPAC is entirely
voluntary and confidential.

As partners, we all share in UPS's success. I urge you to
strongly consider a UPSPAC contribution to help protect
our investment in our great company.

Sincerely,
0Oz Nelson
Chief Executive Officer
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The United Parcel Service
Political Action Committee

Making your
UPSPAC contribution

When you make your contribution using the
enclosed contribution card bearing the mail-
ing label, be sure that the card is signed by
the UPS manager or supervisor (not the
spouse), and that all of the information re-
quested on the blank lines has been supplied.

The contrnibution card must be signed in
order to authorize UPS to accept the con-
tnibution check from either the employee or
spouse. In addition, the contribution check
must be a personal one and signed by either
the UPS employee or spouse.

How much should you contribute?
AR
J—’EMMM-‘M*‘—I e il either bench

Wmmyﬁr
Please keep in mind that as a result of the
Revenue Act of 1987, contributions to
political action committees are no longer tax

deductible.
The suggested amounts are 3s follows, but
feel free 10 contribute as much or as litle as

you like:

$25 — Supervisors who are one-unit
Managers Incentive Plan participants

$50 — Two-unit Managers incentive Plan
center managers (or managers with
equivalent responsibility)

$150 — District department and division
managers, region and national staff who are
Stock Option Plan panticipants

$200 — Region department managers

$300 — Distnict managers, national depart-
ment managers

$500 — Region managers, Management
Committee

Contributions are kept in the strictest con-
fidence Withun LiPS, only the UPSPAC
treasurer has a record of who contributes.
However, federal Taw requires tnat all con-
tributions over $200 be reported to the
Federa! Eiection Commuission (FEC).

UPSPAC |

*

x
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YOU cAXmakE ADPRERENCE

o ; ' : 1989 UPSPAC
At no other time in the company's history have the actions of legisiators in Washing- -
ton, D.C. and in state capitals had such a widespread effect on UPS's business. Contributions
As UPS has grown into an international, diversified company, its operations have $373,867
become more exposed to the impact of laws and regulations enacted by federal
and state governments. UPS is also the only Fortune 500 company that has $14,300
a federal agency, the U.S. Postal Service. in direct competition for its pri- Siate
mary business. Any legislative changes in the way postal rales are set Contri-
could potentially place UPS at a competitive disadvantage. bullne
By joining together with fellow UPS managers and s':pervisors,
you can help ensure that our company will enjoy continued
success.

What is UPSPAC?

UPSPAC, a political action committee, was established in 1976.
It enables UPSers to support senators and representatives who
believe in fair competition and who understand the importance
of our service to the public. ) ‘

Contributors pool their resources to aid the campaign efforts $252,187
of legisiators who share UPS's views on key issues and who lis- 261 Houee Members
ten to the company's concems. _ -

Although authorized by UPS. the commiittee is separate from the
company and accountable to the Federal Election Commission
(FEC) and state agencoes —

Supporting UPSPAC is one way to make sure that UPS's voice is
heard in Congress, and that the company’s interests are considered by

UPSPAC Contributions

In 1989, UPSPAC contributed over $373,867 to various legisiators whose views

were compatible with those of the company. Contributions totalling $252,167
were made 1o the 261 House mambers and an additional $107,400
was confributed 10 43 senators. A little more than 60 percent of these
. e contributions went o Democrats, which is consistent with the current
1987-88 Election Perioc 50-40 Democrat-Republican spit in the Congress. A number of state

Top Four Corporate PAC s: were supporied as wel.

average contribution 10 a House member was $1,000 while
T e e I the average contributon 1 a senator was $2.500. During 1969, an
mmmddmmmmmumm

legisiators.

UPS's back-horne relationship building efforts with senators,
House members and their staffs form the comerstone of our com-
pany's Congressional Contact Program. UPS cortact peopie are now
scheduling more visits than ever 10 legisiators’ local offices.

Can you suggest a recipient?
UPSpamefsmaysuggestm?w i for contributions through the
national Public Affairs group. Each proposal is reviewed by the
Contributions Steering Committee, consisting of Public Affairs
representatives and a member of the UPS Management Com-
mittee. All recommenaations must be approved by the national
UPSPAC chairman.
Al UPSPAC contributions are voluntary and confidential. Only *
_ UPSPAC treasurer and the Federal Election Commission have
poss: 1 22 P | record of who contributes, as required by federal law.
-— e o —The participation of as many managers and SUPErvisors as pos-
sible is needed to assist candidates who have demonstrated their
K' support for our positions on the critical issues that face our company.
RS You can make a difference —through UPSPAC.

~
_— . g
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YOU

CAN MAKE
A DIFFERENCE




YOU can MAKE A DIFFERENCE

1987-88 UPSPAC
Contributions
$844,300

Poiitics. Away from Washington, D C
the very mention of the word i1s oft
greeted by a roll of the eyes When
you ask for contnbutions to legisiators.
many Amencans who aren't directly
involved in supporting a particular
cause or candidate tend to tune out.

At no other time in the company’s
hstory has the action of legusiators
n Washington. D C and in state
capitals had such a wdespread
eflect on UPS's business. As
UPS has grown into an mnter-
national. diversified com-
pany, its operations have
become more exposed to
the impact of laws and reg-
ulztions enacted by federal
and state governments.

The dramatic growth ot
UPS has broadened the
range of the company’s poli-
tical involvement. UPS's list of
federal concerns now includes
everything from motor carrier
operations, aviation and inter-
national transportation. to tele-
commumcations, taxes, customs and
national defense.

UPS now deals on a regular basis with most
-ommitees of Congress and many departments of the
government—from the White House on down. UPS is
%50 the only Fortune 500 company thet has a federal

gency. the US Postal Serwce, in direct competition for

5 primary business—the delivery of small packages.
Consequently, any legisistive changes in the way postal
rates aie set. for exarnple, could potentially place UPS
-1 a competitive disadvantage.

Bv joining together with fellow members of the UPS
Managers Incentive Plan, you can heip to ensure that
vour company will enjoy continued success for years to
come. You can make a difierence—through contributions
to UFSFAC

$81,900
Stete

Contri-

butions

What 1s UPSPAC?

UPSPAC, a politicai action committee,
was established in 1976 i provides
UPSers with a way to support senators
and representatives who believe n the
free enterpnse system and the impor-
tance of fair competition between
government and the private sector.
Contributors pool their re-
sources to aid the campaign
efforts of legisiators who share
UPS's views on key issues,
listen to the company’s con-
cemns. and understand the
value of the company’s ser-

wice to the public.
Although authorized by
UPS. the committee is
separate from the com-
oany and accountable to
the Federa: Election Com-
mission (FEC) and state

agencies.
Supporting UPSPAC is one
way to heip ensure that UPS's
voice is heard in Congress, and
that the company's interests are
considered by the decision-makers.
PAC Background

Political action commitiees represent a broad range
of interests, ncluding labor unions, the postal unions,
professional and trade associations, corporations,
hobby groups and other interests. There are iterally
hundreds of them. While some PAC's have been around
for many years, corporations have only been permitted
to have PAC's for just over a decade.

The fact that there are vanous non-corporate PAC's
is significant. How significant? In 1987, for exampie,
UPSPAC was the second largest corporate PAC contri-
butor to congressional campaigns. However, if unions
and trade associations are included. UPSPAC is
not even in the top 50 largest PAC's.

$170,800
61 Senators




UPSPAC Activities
For the 1987-82 congressional elec-
tions. UPSPAC made contnbutions to
61 senators and 348 House members.
Sixty percent of these contributions
went to Democrats, which i1s consis-
tent with the current 60-40 Democrat/
Republican split in the Congress.
A number of state legisiators were
heiped as well

Owerall, for the 1987 and ‘88
campagns. UPS contributed
over $844 000 to various
legisiators whoee views are
compatible with those of

Philip
Morris

$404,532

House membser. During this
penod. an ncreasing per
centage of the contribu-
tion total went to back - home
fund-raising activities of these
tegisiators.

UPS's back-home relationship
building efforts with members of
Congress and their staffs form the cor-
nerstone of the company’s é
efforts. and UPS contact people are now

Corporate PAC’s:

“19.589

1987’s Top Five

sched_sng more visits than ever before
io tegisiators’ local offices

Can you suggest a recipient?
UPS partners may suggest a recipient
for a contnbution through the national
Public Aftairs group Each proposal
1S reviewed by the Contributions
Steertng Commitiee consisting of
Public AHairs representatives
and a member of the UPS
Management Committee. All
recommendations must be
approved by the national

UPSPAC n.
ributs

Foderal
Express
$397,126

GE
$328,474 AR UPSOAG
are voluntary and kept n
'Ohr‘;y strictest confidencs.

AT&T
'1.415.225‘

concerrs will be heard by the
198 You can make a differ-
ence—through UPSPAC




February 9, 1989

Dear UPS Partner,

At no other time in the history cf our company has the
ction of legislators in Washington, D.C. and in state
capitals had such a widespread effect on our company. As
UPS grows and diversifies, the laws and regulations of
federal and state governments are more likely to have an
impact on some aspect of UPS's operations.

UPS believes that an important part of the political process
is helping to elect legislators who believe in fair
competition and who understand our service and its value to
the public. The United Parcel Service Political Action
Committee (UPSPAC) was created to help us support these
senators and representatives. Under federal law, the
company cannot contribute to candidates or political action
committees, but through UPSPAC, UPS managers and supervisors
can.

For the past three years, I have asked all members of the
Managers Incentive Plan to join me in supporting UPSPAC.
You enthusiastically responded.

In 1988, over $470,000 were contributed to UPSPAC. This
money helped 63 senators and 348 representatives as well as
a number of state legislators.

Once again, I am inviting you to join the political process

by contributing to UPSPAC. The enclosed brochure and cards

will give you additional information about UPSPAC as well as

suggested guidelines for your contributions, based on your
level of responsibility. Your participatjon in UPSPAC is
entirely voluntary. 7(

All of us have benefitted from the success of UPS. Your
contribution to UPSPAC will help support the free enterprise
system that is vital to our continued success.

Sincerely,

e

John W. Rogers

i ¥ Chairman and
/ ‘\\ Chief Executive Officer
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i UPSPAC

The United Parcel Service
Poliical Action Committee

o Making your
UPSPAC contribution

When vou make vour contnbution using the
enclosed contnbution card beanng the mail-
ing label, be sure that the card s signed by
the UPS manager or supervisor (not the
spouse). and that all of the information re-
® quested on the blank lines has been supplied.

The contrnibution card must be signed in
order to authonze UPS 10 accept the con-
tnbution check from etther the employee or
spouse. In addition, the contribution check
must be a personal one and signed by either
the UPS employee or spouse.

How much should you contribute?
r—TheunoumMyoustmIdWiaj *
|

) &

personal decision and will neither benelit nor
disadvantage you in your job at UPS.

Please keep in mind that as a result of the
Revenue Act of 1987, contributions 10
political achon commitzees are no longer tax

deductible. -
Thesugestedmmaeahlunhr_‘(.’ *

8 #5 2

feel free 0 contribuse as much or as litle as
Lmlm

|
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Coritnbutions are kept in the strictest con-
fidence. Within UPS. only the UPSPAC
PY treasurer has a record of who contributes.
However, federal law requires that all con-
tnbutions over $200 be reported 0 the
Federal Elecuon Commission (FEC).




WILEY, REIN & FIELDING

778 K STREET, N.W.
WASHINGTON, O. C. 20008

(202) 429-7000
December 12, 1996

FACSIMILE

WRITEN'S DIRECT DIAL NUMBER
(202) 429-7049

(202) 429-4253

Ms. Marjorie W. Emmons
Commission Secretary
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: i 77
Dear Ms. Emmons:

Please find enclosed the original, signed affidavits and ninsﬁ
copy sets corresponding to Exhibits T-X of the Respondents’ Brief
in the above-captioned Matter Under Review ("MUR"), which brief was
filed December 6.

Please note that copies of these notarized affidavits have
been provided to the General Counsel’s Office.

Sincerely,

/’,.»/4-..,'

Jason P. Cronic

cc: VLawrence W. Noble, Esq. (w/attachments)
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AFFIDAVIT

| 17FPH'%

1, CLYDE LEMONS, BEING DULY SWORN, depose and say:

1.

| was employed by United Parcel Service (“UPS™) for 32 years and retired on August 31, 1995.
I worked in management in the North [llinois District for approximately 20 years,

Beginning in the late 1980’s, while | was a member of the Management Incentive Plan (“MIP")
at UPS. | was solicited each year to make contributions to UPS’s political action committee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation by either the District Manager or HR
Manager. The presentation lasted about 30 minutes and would sometimes include a video and
other written materials.

While | do not recall the exact text of the presentation, the solicitation always informed the
solicitees several times that the decision to contribute was voluntary and that the solicitee had the
right to refuse to contribute without fear of any repercussions or reprisal.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to contribute to UPSPAC. |
understood this to be for informational purposes.

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not I decided to contribute.

Date: :&,‘C&fﬂv/("/ 4’, el By:é‘;—é;é/ aﬁ;qwg

Sworn and subscribed to
before me this (/- day of

hlovesmber. 1996.
D(f;-f:mr




AFFIDAVIT

1, JAMES ROHRBACH, BEING DULY SWORN, depose and say:

1. I was an employee of United Parcel Service (“UPS™) in the North Illinois District for
approximately 26 years. | was in management for 23 years, and | spent the last two to three
years as a Training Manager.

[ have been retired from UPS since August 31. 1995

1 was a member of the Management Incentive Plan (“MIP") since the mid-1970's, and | was
solicited to make voluntary contributions to UPS’s political action committee, UPSPAC, since
approximately the mid to late 1980’s, when it was first communicated to front-line management.

The UPSPAC solicitation was educational in nature, including a full explanation of political
action committees, their roll in the government process, and a video presentation with some
written materials.

Although [ don’t recall exactly what the training sessions stated. | do remember the general idea
was to give people an opportunity to contribute, that it was heavily emphasized that UPSPAC
was voluntary, and that there was no fear of reprisal if someone chose not to contribute.

The District Manager was directly involved in the presentations, and he emphasized the “no
pressure” attitude. He said even he would never know who did or did not contribute, and that it
would always remain a confidential matter.

On occasion, UPS management personnel would announce to MIP members the percentage of
MIP members in our region who had chosen to contribute to UPSPAC. This was informational
in nature.

N
w
o
8]

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute. | was always personally
proud to contribute to UPSPAC.

Date: [ ) -6 “9 B-“WLM“‘LM

Swomn and subscribed to

3@"51"‘;}“5 L day of
, . 1996.

7 0 4

Notary Pulj)ic

My Commission expires:




AFFIDAVIT

I, FREDRICK PERRIZO, BEING DULY SWORN, depose and say:
I [ was employed by United Parcel Service (“UPS™) for over 32 years, and retired on July 1, 1995,

2. I spent my entire career working in the North [llinois District, nearly 30 years of which was in
management.

For a period of time beginning in the late 1980's while | was a member of the “Mfanagement
Incentive Plan (“MIP™) at UPS, | was instructed in the nature and history of p. | “zal action
committees, and was solicited to make contributions to UPS’s political action comminee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation, sometimes involving a video and various
written materials.

While I don’t exactly remember the precise language used to make the presentations, the
presentations informed everyone that their decision to contribute was voluntary and that they had
the right to refuse to contribute without fear of reprisal.

?

5

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to contribute to UPSPAC. |
understood this to be informational in nature.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not [ decided to contribute.

™~
(Tp
e
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Date:

Sworn and subscribed to
before me this L2 day of

o704

J:‘)‘VAD!!.'KA
y Fulis- Ars

My Commission expires/;\z 14 !‘;-ﬂ g
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AFFIDAVIT

1. MICHAEL RULEY, BEING DULY SWORN, depose and say:

"
-

Date:

1 was employved by United Parcel Service (“UPS™) for 30 years and retired on August 31, 1995,

I worked my entire career, except for short special assignments, in the North Illinois District. |
was in management for approximately 24 years.

Since about the mid to late 1980°s, while | was a member of the Management Incentive Plan
(“MIP™) at UPS, | was soticited to make contributions to UPS’s political action committee,
UPSPAC.

The annual UPSPAC solicitation consisted of a presentation by a variety of division managers
with video and other written materials.

While 1 do not remember the exact language used at the presentations. the solicitation always
informed the solicitees that their decision to contribute was voluntary and that they had the right
to refuse to contribute without reprisals.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who chose to contribute to UPSPAC. | understood
this to be for informational purposes.

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not [ chose 10 contribute.

122-96 Byzmm%,_

Swomn and subscribed to
before me this 0 9 day of

OFFICIAL SEAL
JUDY RAMAGE

NOTARY PUBLIC, STATE OF WLINOIS
MY COMMISSION EXPIRES:03/14/00

Al sbiAAA
RNAAANTV VT




AFFIDAVIT

1, JESSE STENHOUSE, BEING DULY SWORN, depose and say:
I I was an employee of United Parcel Service (“UPS™) for 28 years and retired on July 30, 1995,

r I worked in the North Illinois District for approximately the last 23 years, of which 19 years
were spent in management.

Since the mid to late 1980°s, while | was a member of the Management Incentive Plan (“MIP™)
at UPS, | was solicited to make contributions to UPS’s political action committee, UPSPAC.

The UPSPAC solicitation was a combination of video, written material, and oral presentation of
what political action committees are, and how UPSPAC is associated to the legislative process.

While [ do not recall the exact language used during the presentations. the solicitation presenters
always emphasized the voluntary nature of a contribution, the anonymity of an individual's
decision, and the right to refuse without any fear of reprisal. It was emphasized that the decision
was “strictly up to you.”

Occasionally, UPS managers would announce to MIP members the percentage ¢f MIP members
in our region who had chosen to contribute. | understood this to be informational in nature.

| was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute.

Date:_|3 )-“1{p B% {m«:

Swom and subscribed to
before me this “|" “day of
November,-1996.

vJ L{;‘(\\}x(

\\_‘ i D “ia‘t}

Notary Public
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My Commission expires: 3 1 200
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AFFIDAVIT

I, CLYDE LEMONS, BEING DULY SWORN, depose and say:

-
-

[ was employed by United Parcel Service (“UPS™) for 32 years and retired on August 31, 1995,
| worked in management in the North [llinois District for approximately 20 years.

Beginning in the late 1980°s, while | was a member of the Management Incentive Plan (“MIP™)
at UPS. | was solicited each year to make contributions to UPS’s political action committee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation by either the District Manager or HR
Manager. The presentation lasted about 30 minutes and would sometimes include a video and
other written materials.

While [ do not recall the exact text of the presentation, the solicitation always informed the
solicitees several times that the decision to contribute was voluntary and that the solicitee had the
right to refuse to contribute without fear of any repercussions or reprisal.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to contribute to UPSPAC. 1
understood this to be for informational purposes.

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not [ decided to contribute.

Dmgm/&b 6’, 77c By:%&éz @_

Sworn and subscribed to
before me this (- day of

Nouember, 1996.
D('c“‘_l‘lﬁ; b

My Commission expires: ‘//'A/ 5%,

“OFF1
CYNTHIACI# RfleEAL
; ry Pubm: Sme of Iinois

]

nou., Expires 11/6/99 &
...........:

Notary Public
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AFFIDAVIT

1, JAMES ROHRBACH, BEING DULY SWORN, depose and say:

k. | was an employee of United Parcel Service (“UPS™) in the North Illinois District for
approximately 26 years. | was in management for 23 years, and | spent the last two to three
years as a Training Manager.

[ have been retired from UPS since August 31. 1995,

1 was a member of the Management Incentive Plan (“MIP™) since the mid-1970's, and | was
solicited to make voluntary contributions to UPS’s political action committee, UPSPAC, since
approximately the mid to late 1980’s, when it was first communicated to front-line management.

The UPSPAC solicitation was educational in nature, including a full explanation of political
action committees, their roll in the government process, and a video presentation with some
written materials.

Although I don’t recall exactly what the training sessions stated. | do remember the general idea
was to give people an opportunity to contribute, that it was heavily emphasized that UPSPAC
was voluntary, and that there was no fear of reprisal if someone chose not to contribute.

4/‘

The District Manager was directly involved in the presentations, and he emphasized the “no
pressure” attitude. He said even he would never know who did or did not contribute, and that it
would always remain a confidential matter.

N
(1)
T
j ©

On occasion, UPS management personnel would announce to MIP members the percentage of
MIP members in our region who had chosen to contribute to UPSPAC. This was informational
in nature.

X

1 was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute. [ was always personally
proud to contribute to UPSPAC.

o704

Date: | 1—6 ’7@

Swom and subscribed to

fore me this { day of
mf. 1996.
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Notary Pulsic
N ) B! &3
My Commission expires: ;xqg‘ 1 A :‘/ 1777
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AFFIDAVIT

I, FREDRICK PERRIZO, BEING DULY SWORN, depose and say:

2.

I was employed by United Parcel Service (“UPS™) for over 32 years, and retired on July |, 1995,

| spent my entire career working in the North [llinois District, nearly 30 years of which was in
management.

For a period of time beginning in the late 1980's while | was a member of the Management
Incentive Plan (“MIP™) at UPS, | was instructed in the nature and history of political action
committees, and was solicited to make contributions to UPS’s political action committee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation, sometimes involving a video and various
written materials.

While 1 don’t exactly remember the precise language used to make the presentations, the
presentations iaformed everyone that their decision to contribute was voluntary and that they had
the right to reiuse to contribute without fear of reprisal.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to contribute to UPSPAC. |
understood this to be informational in nature.

| was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not | decided %0 contribute.

Date: /X'é '7L

Swom and subscribed to
before me this {¢ day of

My Commission expiresi/ A !qu
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AFFIDAVIT

I, MICHAEL RULEY, BEING DULY SWORN, depose and say:

1.

2.

Date:

| was empioyed by United Parcel Service (“UPS™) for 30 years and retired on August 31, 1995,

[ worked my entire career, except for short special assignments, in the North {llinois District. |
was in management for approximately 24 years.

Since about the mid to late 1980°s, while I was a member of the Management Incentive Plan
(“MIP™) at UPS. [ was solicited to make contributions to UPS’s political action committee,
UPSPAC.

The annual UPSPAC solicitation consisted of a presentation by a variety of division managers
with video and other written materials.

While 1 do not remember the exact language used at the presentations, the solicitation always
informed the solicitees that their decision *o contribute was voluntary and that they had the right
to refuse to contribute without reprisals.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who chose to contribute to UPSPAC. [ understood
this to be for informational purposes.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not I chose to contribute.

12]-9%b m»:ﬁ:g&&:&a,ﬁ

Sworn and subscribed to
before me this 0 q day of

My Commission expireé\f’ aPH-ly -

OFFICIAL SEAL
JUDY RAMAGE |
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES:03/14/00 $
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AFFIDAVIT

1, JESSE STENHOUSE, BEING DULY SWORN, depose and say:
1. I was an employee of United Parcel Service (“UPS™) for 28 years and retired on July 30, 1995,

1 worked in the North Illinois District for approximately the last 23 vears. of which 19 years
were spent in management.

Since the mid to late 1980’s, while | was a member of the Management Incentive Plan (“MIP")
at UPS, 1 was solicited to make contributions to UPS’s political action committee, UPSPAC.

The UPSPAC sclicitation was a combination of video, written material, and oral presentation of
what political action committees are, and how UPSPAC is associated to the legislative process.

While [ do not recall the exact language used during the presentations, the solicitation presenters
always emphasized the voluntary nature of a contribution, the anonymity of an individual's
decision, and the right to refuse without any fear of reprisal. It was emphasized that the decision
was “strictly up to you ”

Occasionally, UPS managers would announce to MIP members the percentage of MIP members
in our region who had chosen to contribute. I understood this to be informational in nature.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute.

Date: |3 - -“1{p

Sworn and subscribed to
before me this “|" day of
November.-1996.

O \'(f4\\}x\’ .

Ao DYt

Notary Public

My Commission expires: 3 - I00 )
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AFFIDAVIT

I, CLYDE LEMONS, BEING DULY SWORN, depose and say:

-
-

[ was employed by United Parcel Service (“UPS”) for 32 years and retired on August 31, 1995.
I worked in management in the North Illinois District for approximately 20 years.

Beginning in the late 1980°s, while | was a member of the Management Incentive Plan (“MIP™)
at UPS, | was solicited each year to make contributions to UPS’s political action committee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation by either the District Manager or HR
Manager. The presentation lasted about 30 minutes and would sometimes include a video and
other written materials.

While [ do not recall the exact text of the presentation, the solicitation always informed the
solicitees several times that the decision to contribute was voluntary and that the solicitee had the
right to refuse to contribute without fear of any repercussions or reprisal.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to conmtribute to UPSPAC. |
understood this to be for informational purposes.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not [ decided to contribute.

Date: ,&tam/&b /7 7¢ By: ;@64/ azz;ng

sworn and subscribed to
before me this (- day of

MNousmbes, 1996.
D('t‘:_ﬂﬁ;r'

Pires 11/6/99 $

.‘0........:
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AFFIDAVIT

I, JAMES ROHRBACH, BEING DULY SWORN, depose and say:

1.

o

I was an employee of United Parcel Service (“UPS”) in the North Illinois District for
approximately 26 years. | was in management for 23 years, and | spent the last two to three
years as a Training Manager.

I have been retired from UPS since August 31, 1995

| was a member of the Management Incentive Plan (“MIP™) since the mid-1970s. and | was
solicited to make voluntary contributions to UPS’s political action committee, UPSPAC, since
approximately the mid to late 1980°s, when it was first communicated to front-line management.

The UPSPAC solicitation was educational in nature, including a full explanation of political
action committees, their roll in the government process, and a video presentation with some
written materials.

Although I don’t recall exactly what the training sessions stated. I do remember the general idea
was to give people an opportunity to contribute. that it was heavily emphasized that UPSPAC
was voluntary, and that there was no fear of reprisal if someone chose not to contribute.

The District Manager was directly involved in the presentations, and he emphasized the “no
pressure” attitude. He said even he would never know who did or did not contribute, and that it
would always remain a confidential matter.

On occasion, UPS management personnel wouild announce to MIP members the percentage of
MIP members in our region who had chosen to contribute to UPSPAC. This was informational
in nature.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute. I was always personally
proud to contribute to UPSPAC.

Date: | ;—6 -/ By: ,

Swom and subscribed to
fore me this (' day of

M’. 1996. \
I/ 4
Airndonto B o

Notary Pulic

- ) N 95
My Commission expires: T\-_L"L } et 177}
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AFFIDAVIT

I, FREDRICK PERRIZO, BEING DULY SWORN, depose and say:

)

Date:

I was employed by United Parcel Service (“UPS™) for over 32 years, and retired on July 1, 1995.

I spent my entire career working in the North [llinois District, nearly 30 years of which was in
management.

For a period of time beginning in the late 1980’s while | was a member of the Management
Incentive Plan (“MIP™) at UPS, | was instructed in the nature and history of political action
commiftees, and was solicited to make contributions to UPS's political action committee,
UPSPAC.

The UPSPAC solicitation consisted of a presentation, sometimes involving a video and various
written materials.

While [ don't exactly remember the precise language used to make the presentations, the
presentations informed everyone that their decision to contribute was voluntary and that they had
the right to refuse to contribute without fear of reprisal.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who had chosen to contribute to UPSPAC. |
understood this to be informational in nature.

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not | decided to contribute.

[A=b e

Sworn and subscribed to
before me this Ly day of
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I, MICHAEL RULEY, BEING DULY SWORN, depose and say:

2.

Date:

I was employed by United Parcel Service (“UPS™) for 30 years and retired on August 31, 1995,

I worked my entire career, except for short special assignments, in the North Illinois District. |
was in management for approximately 24 years.

Since about the mid to late 1980°s, while | was a member of the Management Incentive Plan
(“MIP™) at UPS, | was solicited to make contributions to UPS's political action committee,
UPSPAC.

The annual UPSPAC solicitation consisted of a presentation by a variety of division managers
with video and other written materials.

While 1 do not remermber the exact language used at the presentations, the solicitation always
informed the solicitees that their decision to contribute was voluntary and that they had the right
to refuse to contribute without reprisals.

Occasionally, UPS management representatives would announce to MIP members the
percentage of MIP members in our region who chose to contribute to UPSPAC. 1 understood
this to be for informational purposes.

I was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on whether or not I chose to contribute.

122-9b ay:mm%‘_

Swom and subscribed to
before me this 0 9 day of

My Commission expire}/ eh-ly -ed

OFFICIAL SEAL E
JUDY RAMAGE ‘:
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AFFIDAVIT

1, JESSE STENHOUSE, BEING DULY SWORN, depose and say:
1. I was an employee of United Parcel Service (“UPS™) for 28 years and retired on July 30, 1995,

" & I worked in the North [ilinois District for approximately the last 23 years, of which 19 years
were spent in management.

Since the mid to late 1980’s, while | was a member of the Management Incentive Plan (“MIP™)
at UPS. | was solicited to make contributions to UPS’s political action committee, UPSPAC.

The UPSPAC solicitation was a combination of video, written material, and oral presentation of
what political action committees are, and how UPSPAC is associated to the legislative process.

While I do not recall the exact language used during the presentations, the solicitation presenters
always emphasized the voluntary nature of a contribution, the anonymity of an individual's
decision, and the right to refuse without any fear of reprisal. It was emphasized that the decision
was “strictly up to you.”

Occasionally, UPS managers would announce to MIP members the percentage of MIP members
in our region who had chosen to contribute. | understood this to be informational in nature.

[ was never coerced into contributing to UPSPAC and never believed that any decision regarding
my employment was based on my decision whether or not to contribute.

Date: |3 -“1-“1(p

Sworn and subscribed to
before me this “|' “dav of
November.-1996.

L oteone ;

-~

\11‘ \'\\i . X

~ Notary Public

My Commission expires: > | - 300 2
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FEDERAL ELECTION COMMISSION

TO: Office of the Commission Secretary

FROM: Office of General Counsel ((27

DATE: June 30, 1997

SUBJECT: MUR 3770 - General Counsel’s Report

The attached is submitted as an Agenda document for the Commission

Meeting of

Open Session

Closed Session

CIRCULATIONS

72 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

DISTRIBUTION
Compliance
Audit Matters

Litigation

Closed Letters
MUR
osSP

Status Sheets [ ]

Advisory Opinions [ ]

Other (See Distribution below)
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RECEIVED
FEDERAL ELECTION
COMMISSION

BEFORE THE FEDERAL ELECTION COMMISSION *FCRFTAMAT
Jw30 itz M9

In the Matter of

United Parcel Service MUR3ITIO &
United Parcel Service Political ms

Action Committee and
D. Scott Davis, as treasurer

GENERAL COUNSEL'S REPORT

BACKGROUND

On November 16, 1993, the Commission initially found reason to believe that United
Parcel Service, and United Parcel Service Political Action Committee and Kenneth L.
Schellie, Jr., as treasurer,' violated 11 C.F.R. § 114.5(a).? On July 25, 1995, the Commission
found reason to believe that Respondents also violated 2 U.S.C. § 441b(b)(3)(C). For the
reasons stated in the General Counsel’s Brief and in this Report, this Office now recommends
that the Commission find probable cause to believe that United Parcel Service ("UPS™), and
United Parcel Service Political Action Committee ("UPSPAC") and Kenneth L. Schellie, Jr., as
treasurer, (“Respondents™) each violated 2 U.S.C. § 441b(b)(3XC) and 11 C.F.R. § 114.5(a).
II. ANALYSIS

The General Counsel’s Brief of 28 Cctober, 1996 is incorporated in this report as if it

was fully set forth herein.

' On April 8, 1996, UPSPAC amended its Statement of Organization, replacing Mr. Schellie
with D. Scott Davis as treasurer. The caption of this matter has been amended accordingly.

? The Commission also found reason to believe that UPS and UPSPAC violated 2 U.S.C.
§ 441(b)(3XA), but has not pursued that issue further.




In their Reply Brief, Respondents reassert essentially the same arguments
Respondents argue that the language in

the solicitations informing UPS employees that contributing to UPSPAC is voluntary adequately
advises the employees of the right to refuse to contribute without reprisal. In addition,
Respondents argue that their oral follow-ups are generalized oral announcements regarding the
level of employee participation in UPSPAC and, therefore, are not solicitations.

This Office already addressed Respondents’ arguments in preparing the Brief in this
matter and will not repeat that detailed discussion of them herein. However, in their Reply Brief,
Respondents made certain statements in support of their main argument which need to be

addressed. In particular, Respondents state that the statute and the regulations do not require that

employees be notified both that their contribution is voluntary and that they have the right to

refuse to contribute without reprisal. Reply Brief at 12. Respondents’ position is untenable
because it is inconsistent with the relevant statute and contradicts clear Commission precedent.

As stated in the Brief, the right to refuse to contribute without reprisal is separate and distinct from
the requirement that contributions be voluntary. This conclusion is clearly evident from the fact that
each requirement is addressed in separate statutory provisions. The requirement that contributions
to a separate segregated fund must be voluntary, without force or threat of force is set forth in
sections 441b(bX3XA) of the Act and 114.5(a){1) of the Commission’s regulations. 2 U.S.C.

§ 441()(3)XA); 11 C.F.R. § 114.5(aX1). On the other hand, the requirement that employees be




L o

notified of the right to refuse to contribute without reprisal is set forth in sections 441b(b)(3XC)
of the Act and 114.5(a)(4) of the Commission’s regulations. 2 U.S.C. § 441(b)(3XC); 11 CF.R.
§ 114.5(a)(4). The existence of separate statutory provisions for each requirement clearly
demonstrates that notifying employees that contributions are voluntary does not satisfy the
requirement that employees be informed of the right to refuse to contribute without reprisal.

Furthermorz, the Commission considered this very issae in MUR 3024. That matter
involved allegations that the North Dakota Public Employees Association’s (NPDEA) joint
membership dues/contribution solicitation, which provided for a $2.00 per month payroll deduction

checkoff, failed to advise solicitees that the $2.00 request was merely a guideline and that they had a

right to refuse to contribute without reprisal. In addressing NPDEA's argument that the solicitation,

when considered in its entirety, notified employees of the right to refuse to contritute without
reprisal, this Office concluded that:

there is nothing in the regulations that supports NPDEA s suggestion

that the disclosure requirement of section 114.5(a)(4) may be inferred if

the requirement for voluntariness is satisfied. Thus, even ifa

contribution appears to have been made voluntarily in accordance with

section 441b(b) of the Act and Section 114.5(a)(1) of the regulations,

the solicitee must still be informed of the right to refuse the

contribution without any reprisal under the provisions of 11 C.F.R.

§ 114.5(a)4).
MUR 3034, First General Counsel’s Report dated January 25, 1991, at 6. Therefore, it is clear that
even if a solicitation advises that contributions are voluntary, the solicitee must still be informed of
the right to refuse to contribute without reprisal. [d. UPS failed to so inform its employees.
Although the language in Respondents’ written solicitations advised that contributions are

voluntary, it did not unambiguously communicate to the employees that they had the right to refuse

to contribute without reprisal. Even in the rare instance where UPS noted that “...participation will




neither benefit nor disadvantage you in your job at UPS,” the remaining portion of the solicitation
provided an ambiguous context. More importantly, as recent as 1995, the above language appeared
in the solicitation solely in the context of the suggested amounts employees were expected to
contribute. The 1995 brochure stated:

How much should you contribute?

The amount you should contribute is a personal decision and will
neither benefit nor disadvantage you in your job at UPS.

With respect to the alleged follow-up solicitations, this Office notes that, contrary to
Respondents’ assertion, the complainant alleged that in fact Respondents conducted the periodic
follow-ups to increase the level of contributions. Respondents’ attempt to characterize the follow-
ups as merely informational announcements, which do not constitute solicitations under
Commission precedent, Advisory Opinions 1992-9, 1991-3, and 1979-66, is unaviling. In
concluding that informational announcements do not constitute solicitations, the Commission
clearly emphasized that any promotional message which encourages support for a PAC or facilitates

making contributions to it would be viewed as a solicitation. Advisory Opinion 1992-9.

Considering the context of the solicitations, the complainant’s allegations that the follow-ups

encouraged additional contributions and that some employees in attendance, such as the
complainant, perceived them to be a way to pressure attendees into contributing, this Office views
the follow-ups as solicitations.

In conclusion, Respondents’ solicitations did not satisfy the requirement of the Act or the
Commission’s regulations which require that employees be informed of the right to refuse to
contribute without reprisal at the time of solicitation and in all written solicitations. The violative

solicitations at issue are substantial. Respondents acknowledge that they solicited abcut 28,000
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employees annually, during the time period from 1989 to at least 1995. Therefore, this Office
recommends that the Commission find probable cause to believe that United Parcel Service, United

Parcel Service Political Action Committee and ID. Scott Davis, as treasurer violated 2 U.S.C.
§ 441b(b)X3XC)and 11 CFR. § 114.5(a).

M. DISCUSSION OF CONCILIATION AND CIVIL PENALTY

Iv. RECOMMENDATIONS

1. Find probable cause to believe that United Parcel Service and United Parcel Service
Political Action Committee and D. Scott Davis, as treasurer violated 2 U.S.C.
§ 441b(b)(3)XC)and 11 CFR. § 114.5(a).

2. Approve the attached joint conciliation agreement and appropriate letter.

Attachments:

1. Reply Brief
2. Joint Conciliation Agreement

Staff assigned: Kamau Philbert




\ FEDERAL ELECTION COMMISSION
, Washingion, DC 20463

LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/BONNIE ROSS @'
COMMISSION SECRETARY

DATE: JULY 1, 1997

SUBJECT: MUR 3770 - GENERAL COUNSEL'S REPORT

The above-captioned document was circulated to the Commnission

on Monday, June 30, 1997.

Objection(s) have been received from the Commissioner(s) as
indicated by the name(s) checked below:

Commissioner Aikens
Commissioner Elliott
Commissioner McDonald
Commissioner McGarry

Commissioner Thomas

This matter will be placed on the meeting agenda for
Tuesday. July 15, 1997.

Please notify us who will represent your Division before the Commission on this
matter.




\ FEDERAL ELECTION COMMISSION
, Washington, DC 20463

LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/BONNIE ROSS@I
COMMISSION SECRETARY \

DATE: JULY 2, 1997

SUBJECT: MUR 3770 - GENERAL COUNSEL'S REPORT

The above-captioned document was circulated to the Commission

on Wednesday, July 30, 1997.

Objection(s) have been received from the Commissioner(s) as

indicated by the name(s) checked below:

Commissioner Aikens
Commissioner Elliott
Commissioner McDonald
Commissioner McGarry

Commissioner Thomas

This matter will be placed on the meeting agenda for

Tuesday. July 15, 1997.

Please notify us who will rapresent your Division before the Commission on this
matter.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
United Parcel Service;
United Parcel Service Political

Action Committee and
D. Scott Davis, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on July 22,
1997, do hereby certify that the Commission took the
following actions in MUR 3770:

1. PFailed in g vote of 3-2 to pass a motion
to

a) Pind probable cause to believe that
United Parcel Service and United
Parcel Service Political Action
Commit”~ce and D. Scott Davis, as
treasurer, violated 2 U.S.C.

§ 441b(b) (3) (C) and 11 C.PF.R.
§ 114.5(a).

Approve the joint conciliation
agreement and appropriate letter
recosmended in the General Counsel's
June 27, 1997 report.

Commissioners McDonald, McGarry, and Thomas
voted affirmatively for the motion;
Commissioners Aikens and Elliott dissented.

(continued)




Federal Election Commission
Certification for MUR 3770
July 22, 1997

2. Decided by a vote of 4-1 to

a) Find probable cause to believe that
United Parcel Service and United
Parcel Service Political Action
Committee and D. Scott Davis, as
treasurer, violated 2 U.8.C. § 441b(db)
and 11 C.P.R. § 114.5(a).

Approve the joint conciliation
agreement and appropriate letter
recommended in the General Counsel's
June 27, 1997 report, subject to the
following amendments to the agreement:

Commissioners Aikens, Elliott, McGarry, and
Thomas voted affirmatively for the decision;
Commissioner McDonald dissented.

Attent:

Marjorie W. Emmons
Sécretary of the Commission
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FEDERAL ELECTION COMMISSION
WASHINCTON, DC 2040}

July 25, 1997

Jan Witold Baran, Esq.
Wiley, Rein & Fieiding
1776 K Street, N.W.
Washington, D.C. 20006

Dear Mr. Baran:

On 22 July, 1997, the Federal Election Commission found that there is probsble cause to
believe your clients, United Parcel Service, United Parcel Service Political Action Committee
and D. Scott Davis, as treasurer, violated 2 U.S.C. § 441(b)(3)XC) of the Federal Election
Campaign Act of 1971, as amended and 11 C.F.R. § 114.5(a) of the Commission’s regulations,
in connecticn with solicitatioas for contributions to UPSPAC which failed to notify employees
of their right to refuse to contribute without reprisal.

The Commission has a duty to attempt to correct such violations for a period of at least
30 days and no more than 90 days by informal methods of conference, conciliation, and
persuasion, and by emsering into a conciliation agreement with a respondent. If we are unable to
reach an agreement after 30 days, the Commission may institwse a civil suit in United States
District Court and seck payment of a civil penalty.

Enclosed is a conciliation agreement that the Commission has approved in settlement of
this madter. If you agree with the provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, t» the Commission within ten days. [ will then recommend that the
Commission accept the agreement. Please make the check for the civil penalty payable to the
Federal Election Commission.




Jan Witold
- dys Baran, Esq. ) 5

If you have any questions ur suggestions for changes in the enclosed conciliation
Wuifymwiﬂ:bmlmﬁnginoomecﬁonwithammuym
mhmmz)zlgjmwplmemmmmwmﬁmdwmism,u

Sincerely,

e




WILEY, REIN & FIELDING

1776 K STREET, N. W.
WASHINOGTON, D. C. 20008
(202) 429-7000

JAN WITOLD BARAN FACSIMILE
(202) 429-7330 Jul'y 29, 1997 (202) «29-7049

Kamau Philbert, Esq.
Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
Re: MUR 3770
Dear Mr. Philbert:
I am in receipt of a facsimile dated July 25, 1997, regarding the above-captioned matter.

Please be advised that I will be out of the office from July 30 to August 18, 1997.
Accordingly, 1 will not be able to respond to you until my return and after consultation with my
client. | hope to be able to respond on or before August 25.

Sincerely,

>
Jan Witold Baran




FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

August 5, 1997

Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 3770
United Parcel Service, ef al.

Dear Mr. Baran:

I received your letter dated 29 July, 1997, advising that you will not be able to
respond to the Commission’s notice of probable cause finding before 25 August, 1997.
As the time period prescribed for probable cause conciliation is limited, this Office is
hopeful that we can conclude conciliation negotiations expeditiously upon your return.

If you have any questions, please feel free to contact me at (202) 219-3400.

Sincerely,

»

o el

Attorney
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WILEY, REIN & FIELDING R
776 K STREET, N. W. % 2 1317‘”.9]
WASHINGTON, D. C. 20008

(202) 429 -7000

JAN WITOLD BARAN FACSIMILE

(202) 429-7330 August 25, 1997 (202) 429 -7049

VIA FACSIMILE & FIRST CLASS MAIL
Kamau Philbert, Esq.

Ofifce of General Counsel

Federal Election Commission

Washington, D.C. 20463

Re: MUR 3770
Unitesdl Parcal Service. et ol

Dear Mr. Philbert::

At your request, I am confirming our telephone discussion today. At that time | informed

you that my client will not be able to respond to the Commission’s letter of July 25, 1997 until

September S, 1997. UPS has been engaged in a well-publicized labor dispute during the month of
August. Therefore, it has not been able to prepare a substantive response to the Commission.

[ intend to be in contact with you by September 5.

Sincerely,

Jan Witold Baran




WILEY, REIN & FIELDING

1778 K BTREET, N. W. rzq Iﬂ 14 "" .3?
WASHINGTON, D. C. 20008
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JAN WITOLD BARAN FACSIMILE
(z02) a29-7330

October 23, 1997 (202) 88-7040
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Re:  MUR 3770, United Parcel Sexvice et al.
Dear Mr. Philbert:
Enclosed please find the Conciliation Agreement in the above-captioned matter which has

been signed by our clients, as well as a check in the amount of $9,000 as payment in full of the civil
penalty.

Please return to us a copy of the Conciliation Agreement after it has been signed by the
Commission.

Thank you.

an Witold Baran
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e e e ™ No. 095595
[ FEDERAL ELECTION COMMISSION Check Date 10/23/1997
o)

Description Datz Imveice Neo. Ameunt of Invoice Discount Net
CIVIL PENAITY - MOR 3770 10/23/1997 9,000.00 .00 9,000.00

ONITED PARCEL SERVICE
Total 9,000.00
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WILEY, REIN & FIELDING
Operating Account




FEDERAL ELECTION COMMISSION
Washington, DC 20463

Office of the Commission Secretary
Office of General Couns

November 12, 1997

SUBJECT: MUR 3770 - General Counsel's Report

The attached is submitted as an Agenda document for the Commission
Meeting of

—

Open Session ____ Closed Session

CIRCULATIONS OISTRIBUTION

SENSITIVE bk
NON-SENSITIVE ] COMPLIANCE

72 Hour TALLY VOTE  {Jx Open/Closed Letters
MUR
24 Hour TALLY VOTE O DSP
24 Hour NO OBJECTION [] STATUS SHEETS
Enforcement
INFORMATION J Litigation
PFESP
RATING SHEETS
AUDIT MATTERS
LITIGATION
ADVISORY OPINIONS
REGULATIONS

OTHER
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In the Matter of
United Parcel Service

United Parcel Service Political Action Committee and
D. Scott Davis, as treasurer

GENERAL COUNSEL'S REPORT

BACKGROUND
Attached is a conciliation agreement which has been signed by the above respondents.
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. RECOMMENDATIONS

1. Accept the attached conciliation agreement with United Parcel Service,
United Parcel Service Political Action Comrmittee and D. Scott Davis, as treasurer .

2. Close the file.

3. Approve the appropriate letter.

w72/1]
SIS

Attachments:
I. Conciliation Agreement
2. Photocopy of civil penalty check

Staff Assigned: Kamau Philbert

BY:

Lawrence M. Noble
General Counsel

A e

Lois G. {
Associate Counsel




BEFORE THE FEDERA! ELECTION COMMISSION

In the Matter of
United Parcel Service; MUR 3770
United Parcel Service Political

Action Committee and D. Scott Davis,
as treasurer.

AMENDED CERTIFICATION

1, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on November 18, 1997, the
Commission decided by a vote of 5-0 to take the following
actions in MUR 3770:

) Accept the conciliation agreement with United
Parcel Service, United Parcel Service
Political Action Committee and D. Scott
Davis, as treasurer, as recoamended in the
General Counsel's Report dated November 10,
1997.

Close the file.

Approve the appropriate letter, as
recormmended in the General Counsel's Report
dated November 10, 1997.

Commissioners Aikens, Elliott, McDonald, McGarry, and
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Thomas voted affirmatively for the decision.

Attest:

Dmssmla 19 1997

Date e W. Emmons
f the Commission

Received in the Secretariat: Wed., Nov. 12, 1997 3:47 p.m.
Circulated to the Commission: Tues., Nov. 18, 1997 11:00 a.m.
Deadline for vote: Tues., Nov. 18, 1997 4:00 p.m.

1rd
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FEDERAL ELECTION COMMISSION
WASHINCTON. DC 2046}

November 25, 1997

Michael P. Kohr
R.F.D. #3, Box 236a
Princeton, IL 61356

RE: MUR 3770
United Parcel Service, e al.

Dear Mr. Kohr:

This is in reference to the complaint you filed with the Federal Election Commission on
April 27, 1993, concerning United Parcel Service (“UPS™) and United Parcel Service Political
Action Committee (“UPSPAC").

Afier conducting an investigation in this matter, the Commission found that there was
probable cause to believe UPS, UPSPAC and D. Scott Davis, as treasurer, violated 2 U.S.C.
§ 441b(b)(3XC), a provision of the Federal Election Campaign Act of 1971, as amended. On
November 18, 1997, a conciliation agreement signed by the respondents was accepted by the
Commission, thereby concluding the matter. Accordingly, the Commission closed the file in this
matter on November 18, 1997. A copy of this agreement is enclosed for your information.

If you have any questions, please contact me at (202) 219-3690

Sincerely,
7 "
%\ /;’ o
amau Philbert
Altomey

Enclosure
Conciliation Agreement




FEDERAL ELECTION COMMISSION
WASHINCTON. DC 20463

Noverber 25, 1997

Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 3770
United Parcel Service, et al.

Dear Mr. Baran:

On November18, 1997, the Federal Election Commission accepted the signed
conciliation agreement and civil penalty submitted on your clients’ behalf in settlement of a
violation of 2 U.S.C. § 441b(b)(3)XC), a provision of the Federal Election Campaign Act of 1971,
as amended. Accordingly, the file has been closed in this matter.

The confidentiality provisions at 2 U.S.C. § 437g(a)(1.) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

Information derived in connection with any conciliation attempt will not become public
without the written consent of the respondents and the Commission. See 2 U.S.C.
§ 437g(a)(4XB). The enclosed conciliation agreement, however, will becorne a part of the public
record.

Enclosed you will find a copy of the fully executed conciliation agreement for your files.
If you have any questions, please contact me at (202) 219-3690.

Sincerely,

Kamau Philbert
Attomey

Enclosure
Conciliation Agreement




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)
United Parcel Service of America, Inc. ) MUR 3770
United Parcel Service Political )
Action Committee and )
D. Scott Davis, as treasurer )
CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and notarized complaint by Michael

P. Kohr. An investigation was conducted. and the Federal Election Commission

W (“Commission™) found probable cause to believe that United Parcel Service of America,
;) Inc. (“UPS™), United Parcel Service Political Action Committee (“UPSPAC™) and D.
wn Scott Davis, as treasurer. (“Respondents™) violated 2 U.S.C. § 441b(b)X3)XC) and 11
iy CFR.§ 114.5a).
@
| NOW, THEREFORE, the Commission and Respondents, having duly entered into
l conciliation pursuant to 2 U.S.C. § 437g(a)(4 XAX1), do hereby agree as follows:
o

L The Commission has jurisdiction over Respondents and the subject matter
of this proceeding.
IL. Respondents have had a reasonable opportunity to demonstrate that no

action should be taken in this matter.

I1L Respondents enter voluntarily into this agreement with the Commission.
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IV.  The pertinent facts in this matter are as follows:

1. UPS is a privately-held Delaware corporation.

2. UPSPAC is the separate segregated fund of UPS pursuant to 2 US.C. §

441b(b}2X ).

3. D. Scott Davis, Jr. is the current treasurer of UPSPAC. He succeeded

Kenneth Schellie, who was the treasurer at all times in question herein.

4. The Federal Election Campaign Act of 1971, as amended (“the Act”),
requires that all solicitations for contributions to a separate segregated fund must
inform the person being solicited, at the time of such solicitation, that he or she
has a right to refuse to contribute without any reprisal. 2 U.S.C. § 441b(b)3XC),
11 C.F.R. § 114.5(ax4).

5. Commission’s regulations at 11 C.F.R. § 114.5(a)(5) also requires that
all written solicitations addressed to employees must disclose the right to refuse to
contribute without reprisal.

6. Each year UPS solicits contributions from its “executive and
administrative personnel” who are also shareowners of UPS. Those individuals
arc full-time managemeni cmpioyees who pariicipaie in UPS's Managers’
Incentive Plan (“MIP™\, a program through which certain managers and
supervisors receive a significant percentage of their annual income in the form of
UPS stock. The basic solicitation program involves a presentation to an assembly

of the MIP participants. The presentation begins with scripted introductory

commentary explaining the purpose of the meeting and the objectives of

UPSPAC. Next, a video tape or slide is shown to the audience. followed by
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further scripted remarks discussing the importance of contributions to UPSPAC.
Next, a series of scripted questions and answers are read to the MIP participants to
address frequently asked questions (“Q&A session”). As pertinent here, Question
#3 of the Q&A session addressed the question “What if [ don’t want to
contribute?” with the following response: “Contributing is a personal decision
and will neither benefit nor disadvas:tage you in your job at UPS.” Finally, cach
employee is given a solicitation package containing a solicitation letter, a
brochure describing UPSPAC, a contribution card, and a confidential return
envelope addressed to the treasurer of UPSPAC. The solicitation letter simply
advises that contributions are voluntary. and the brochure only states that
contribution guidelines are “suggested amounts.” Under the heading “How much
should you contribute?” the brochure states the following: “[t]he amount you
should contribute is a personal decision and will neither benefit nor disadvantage
you in your job at UPS.™

7. Respondents disclosed to MIP participants that all contributions were
voluntary and would neither benefit nor disadvantage the MIP participants in their
jou.

8. Although the Respondents included the foregoing language.
Respondents’ solicitation materials tor 1989. 1990. 1991. 1992 and 1995 did not
contain language regarding the MIP participants’ right to refuse to contribute to
UPSPAC without reprisal.

9. UPS also orally followed up on the basic annual solicitations

periodically in an effort to increase the level of contributions. At office meetings,
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MIP participants were informed of the level of contributiuns and were encouraged

to contribute, if they had not done so already.

10. Respondents also did not inform MIP participants of their right to
refuse to contribute to UPSPAC without reprisal in the oral follow-up solicitations
described in subparagraph 9.

V. Respondents violated 2 U.S.C. § 441b(bX3XC) by failing to disclose to
UPS’s MIP participants in oral and written solicitations that they had the right to refuse to
contribute to UPSPAC without reprisal. Respondents contend that such violation was not
knowing and willful.

VI 1. Respondents will pay a civil penalty to the Federal Election
Commission in the amount of nine thousand dollars ($9.000). pursuant to 2 U.S.C. §
437g(aX5XA).

2. Respondents agree that all future oral and written solicitations for contributions
to UPSPAC shall explicitly inform employees of their right to refuse to contribute to
UPSPAC without reprisal.

VII. The Commission, on request of anyone filing a complaint under 2 U.S.C.

§ 437g(aX 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.
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IX.  Except as otherwise specified, Respondents shall have no more than 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 othe: “atement, 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 enforceable.

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

f\#’ s 2fas ]9

Gcneml Counsel

FOR THE RESPONDENTS:

UNITED PARCEL SERVICE OF AMERICA, INC.
3 ")

- October 21, 1997
Name: . Date
Position:

UNITED PARCEL SERVICE
POLITICAL ACTION COMMITTEE

! £ £ ‘ ;
] _/fi'LtJ o 10 [20 /(77

1. Scott Davis, Treasurer Date




FEDERAL ELECTION COMMISSION
WASHINGTON, D C 2046)

THISISTEEND FMR# 3770
DATE FILeD [2-26-97 cavera 0. 2
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