
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

First Union National Bank of)
North Carolina; First Union)
Corp.)

MUR 39q (77)

CERTIFICATION

I. Marjorie W. Emmons, Secretary to the Federal Election

Commission, do hereby certify that on May 18, 1977, the

Commission adopted the recommendation of the General Counsel

that it finds no Reason to Believe that a violation of the

Federal Election Campaign Act, as amended, had been committed

in the above-captioned matter.

Accordingly, the files in this case has been closed.

r, r

VJMarjorie W. Emmons
Secretary to the Commission

IV
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FEDERAL ELECTION COMMISSION
Washington, D. C.

Complainant' s Name:
Referral from the Comptroller of.the Currency

First Union National Bank of North Carolina; First UnionCurRespondk-nt''s ~ :...

elevant StattZe: 2 U.S.C. 5441b

Internal ports Checf:ed: Commonwealth Associates "F" Fund_

Vodcral Argencics Checked: Comptroller of the Currency (report attached)

SUM ,tRY OF ALLEGATION

-The ... re-fexral--r-e-rt ft om t-he--Comptr-o4-1er- Of -- the- -Cu r-rerry--tHnes- -a- -

pattern of salary increases commensurate with political contributions made

- by various employees of First Union to funds established by First Union

during 1969 through 1973. The same individuals continued making such

7 ' contributions during 1974 although the report indicates there is no

evidence that the practice of involuntary contributions continued after 1973,

PRELI-i'ARY LEcAL ANAYSIS

Contributions made to a separate segregated fund are not voluntary with-

in the meaning of §441b if the corporation is providing salary increases witi

the understanding that such funds are to be used for political contributions

However, prosecution of any violations from 1969 to 1973 would be barred by

2 U.S.C. §455. Attorneys in the Enforcement Division at the Comptroller of

the Currency indicated that the evidence which they uncovered does not indi-

cate any violations since 1973.

No reason to believe there were violations within our jurisdiction.

b '4--

MUR 399 (77)NO.
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Comptroller of the Currency ., '2. 5 :al
Administrator of National Banks

Washington, D. C. 20219 .ial

771 1
April 12, 1977

Les'

L lowed

Federal Elections Coifission
Franklin Square Building to

1325 K Street
Washington, D. C. 20463 )anI

Re: First Union National Bank of North Carolina, Charlotte, "or
North Carolina; First Union Corp.

95

To Tie Honorable Cormissioners:

Under cover of this letter, please find a mremorandum prepared
by our Enforcement and Compliance personnel fro:, doc :cnts !r
submitted by the subject entities as well as national bank

e:.xaminers. We are submitting this infornmatr on to you for
evaluation in light of the requirements of the federal
statutes administered by your agency. II-smuch as the
activities outlined in the enclosed e r.0,-cTa_:u I may also

constitute a misapplication of bank funds in violation of 18 re
U.S.C. §656, we have also referred them o the United States
Attorney for the -estern District of North Carolina for his

consideration vis a vis Section 656.

Slhould you have uest.ions relative to this mat ter, you ra e. P a t r-a"-a , E n fo r c e m e n t -
staff should contact Vichael Patriarca, Lttorney,
and Compliance Division (447-1983),' AT

\t,

11. joe SElby,
First 'Ieputy Co-r t troller for Ope0rat Lons

Fnc os ure to

e
.. . .ny)

ny)JiS



Mr. Robert B. Serino, Director, Enforcement and Coinpliance Division
111r. Paul Hozian, Associate Deputy Comptroller for Special Projects
Michael Patriarca, Attorney, Enforcenent alnd Compliance Division

Marc 21, 1977

First Union National Dank of North Carolina, Charlotte,
North Carolina; First Union Corp.

As you requested, I have reviewed the infor-.ation submitted
toby National Dank E;-a: iner Robert Uefner, through the Regional

Office, relative to the subject bank and its parent holding
Mcompany, First Union Corp. In Addition, I have studied the

confidential reports prepared by the bank's outside counsel
(Covington and urling), with the aid of in house personnel,

relative to possibly illegal political contributions nade by
the 1 ank and its parent in the 1962-1973 period. At the
outset, I note that the bank has treated this Office in what
I feel to be a rather cavalier fashion throughout the course
of this matter. As you know, their cooperation with our
incuiries has been tendered very begrudgingly, when provided
at all. This attitude involves more than a lack of courtesy
on the nart of the First Union companies since, in riv opinion,
it has led them to ignore the provisions of 12 c.FP.. 57.5225

which requires an im::.ediate notification of this Ofice when
a set of facts is believed to suggest a f r in
violation.

What follow:s is a synopsis of the fa'ct. gleared frow all
Cvailable : materi r1 0 l ative t the to r1- of the ha n's
political contributions. I have attempted to .rea- this
history down tranrsctionaily, that is, Ly sore or less
indedendent analyses of the different manners in which
political contributions were made.

The C. C. Brewper Secial Account

On Aoril 14, 1967, a 'special bonus" w-"as said to the bank's
E:.ecutive Vice-President, -'r. C. C. Brewer, in 'th.e amount of
$7,9 6.51 '.;hich, after withholding, netto out to $5,000.
The -:.:ent uas ord--red by ".!r. C. C. 17ope, and 1 =,<rovedby
! . Kinard. Th C prcce.-s :re dc-positC-U" in a checking

account at the bank entitled "C. C. Brewer Sp-ciai Sccount "

Our File 1lPatriarca/cms /21/77Ch ron 3/21/77



froa which Brewer made disbursements for "electivc political
purposes" under the general supervision of ".essrs. i'ope and
Caneron. Additional "special bonuses" to Brewer were paid
in 1963 totaling $34,068.83. Of this amount, net proceeds
totaling $19,500 for the year made their way into the special
accotunt from which political expenditures continued to be
made. !;et proceeds not deposited into the account were
apparently used by Brewer to pay his personal income tax
liability resulting from the "special bonuses."

In late 1968, during the course of an audit of the companies'
1967 federal income tax return, the IRS reviewed and disallowed
as a deduction the initial "special bonus" to C. C. Brewer
paid during 1967. Upon learning this, the bank set about to
reverse all the 1968 bonuses similarly paid. This was
accomplished through the proceeds of a $50,000 personal loan
(secured by holding company stock) which 2r. C. C. Cameron
obtained from Citibank-. Ca;:!eron wrote a check to Brewer for
$43,000 which the latter deposited in the 'special account."
Thereafter, Brewer wrote a check. to the bank for $36,933.75
reversing the "special bonuses" from the Lank to Trewer.

The $49,000 proceeds from Cameron's Citibank loan left the
Br'.rcer special account with roughly a SI0,000 balance after
reversing the transactions just mentioned. The account
continued to be used to .ma-e political contributions even
after the infusion of the proceeds from Ca:eron's loan at
Ci tibank.

All disbursements from the C. C. T rewer special account were
;,ade under the supervision of Yessrs. -oce anS Cameron.
Brewer ceriodically furnished oPe full recacitulations of
all transactions through the account.

Political contributions to a large assortment of local,
state and national candidates and co" ittees continued to
diminish the Brewer Snecial Account until it wa ultimately
closed in July, 1971.

The $5C1N principal of the Cameron loan from Citibank was
repaid by the corporation's political action conaittee,
ComXronwealth Associates which is discussed further below.
Interest on the loan, amounting to approximately $T, was
paid by 34r. Ca-eron personally.

Cor.onw.ea1th Associates and the *ancorp Payroll

After receiving the adverbe ruling from t I ed to
the t-uir-ination of the "spe.cial h-nuses" to Yr. brewer, the
First Union Ccmpanies (the an!:, the holding company -
Bancorp, and its mortgage subsidiary - Cameron Brown Company)

'1'i 7
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established a "political action ccrnmittee.'- Ccr'-jnowealth
Associates W.as organized after the advice of counsel had

been secured relative to its legality. The theory behind
its establishment was apparently that it would serve as a

legitim~ate vehicle by which the employees of the First Union

Companies could have a "political impact" without involving
the corporations. Conmonwealth Associates formally came

into being when eight of the nine olfficers of the holding
com.pany executed articles of association on 11arch 15, 1969.

According to the confidential report prepared by the bank's
outside counsel,

"At about the same time as the decision was made to
establish Commonwealth Associates, it was also decided
to establish an initial payroll for Bancorp, which
would include all officers of Bancorp."

The payroll was established March 20, 1969, five days after
execution of the Cormanonwealth Associates articles of association.
The payroll was made retroactive, however, to the beginning
of 1969, resulting in the initial payment reflecting three
months salary.

The questionable practice relative to the nearly contempora-
neous establishment of the Bancorp payroll and Commonwealth
Associates is characterized in the bank's report as follows:

[T]here was sorte degree of expectation that contri-
butions w-.ould be rade to Conmlnwealth Associates by
recipients of the salary under the initial Bancorp
payroll, in am.ounts reflecting the salary received
under the payroll, net after withholdings, and contri-

N butions were in fact r.ade which responded in varyingdegrees to that expectation.

It appears that the "'expectation" was not entirely tacit,
however, since legal advice was sought, from both inside and
outside counsel, relative "to the expectation of contributions
to Co.-. onwealth Associates which attached to the initial
payroll arrangement. "

According to the bank's report, it is "reasonably certain"
that the rembers of the Executive Coimrittee of the holding
compvanv Board of Directors, which had authorized the establish-
inent of the initial Bancorp payroll, were aware of the
expectation that recipients of salary under the payroll
would M."-e e contributions to Com.77onwealth Associates, as well
as the legal advise that had been given on the subject.

In the first two years after the Pancorp payroll was established,
there -.as a discernible pattern of contributions being rade

S R



to Coznionwealth Associates in arounts, and at tir.es, closely
reflecting the salary payments, net of withholdings, received
under that payroll. Similarly, there were occasions, notably
in 1973, when the salaries of individual officers receiving
paTments under the initial tancorp payroll were substantially
reduced. The officers, specifically Mlessrs. '-. J. Smith and
C. C. Hope, both had discussions with Chairr.an Cameron to
the effect that, in view of the reduced salary they would
thereafter be receiving, it would be appropriate for them to.
consider reducing their contributions to Co.m.Lmon'ealth
Associates.

In addition to Commonwealth Associates, the First Union
Companies organized, in 1972, the Co.ronwealth Associates
"F" Fund. The latter organization shared the sabe character-
istics as its companion, Commonwealth Associates, the difference
being that the 'F" Fund was established to nahe political
contributions to candidates for federal offices. JPoth
organizations received contributions from the initial Bancorp
payroll recipients as well as from other einplcyees of the
First Union Companies above a certain salary level whose
contributions were solicited.

The contributions from the initial Bancorp payroll to
Commonwealth Associates apparently ended in 1973. The
bank's report, however, lists a total of $2M in contributions
z.ade by the recipients of the initial payroll to the "F"
Fund during the year 1974. Whether this later anount was
race under the original "expectations," or was purely voluntary
is not clear.

Miscellaneous Political Activities - Provision of Equipment,
Facilities and Personnel for EectE-ve Political Purcoses

In addition to the direct and indirect political contributions
discus3ed above, the First Union Companies, through various
of their officers and principals, contributed to various
elective political activities in a variety of ways. Chief
arong the individuals participating in these activities was
Mr. C. C. Hope who headed the now abolished Public Affairs
Department for the First Union Companies.

A-rong the activities which now appear quvestionable is a
portion of Mr. I.ope's travel at company expense. It is not
clear whether the travel in question, or other questionable
items for that matter was at the expense of the Lank, the
holding company, or another of the corporate subsidiaries
since M!r. Hope was an officer of the bank and the holding
company at the same time. In any case, a portion of Mr. Hope's
travel during the 1971-1973 period was attributable to

JACd'
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political purposes, principally toi;ard the election of
former bank director !1argrove llowles as Governor of 7.orth
Carolina. Hope's politically related travel involved, on
several occasions, the use of one or another of the three
private airplanes maintained at that time by the First Union
Com.panies. Additionally, there appear to be other occasions
when others authorized the use of corporate airplanes for
politically related purposes. The same uses were made of
company automobiles on at least several occasions.

In addition, there apDears to be a full rance of activities
in which the First Union Companies engaged for the benefit
of political parties, committees and candidates. Briefly
stated, these included the payment of expenses for: enter-
tain.ment, attendance by officers at the Democratic 'National
Convention, and postage for political mailings. Bank
facilities were donated for after-hours telephone canvassing
by political campaign workers.

Further, company officials encouraged, or at least permitted,
employees to do volunteer work at local canpaign headquarters
during normal working hours. During the Bowles campaign,
the bank lent an automatic typewriter (and initially bank
personnel to provide training relative to it) to the Bowles
canpaign headquarters for a period of two months. The
Bowles ca-mpaign %;as also the recipient of copying, word
processing and delivery se-vices which the bank provided
free of charae.

~--
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Comptroller of the Currency P 2- 56
Administrator of National Banks

Washington, D, C. 20219

April 12, 1977

Federal Elections Commission
Franklin Square Building
1325 K Street
Washington, D. C. 20463

Re: First Union National Bank of North Carolina, Charlotte,
North Carolina; First Union Corp.

To The Honorable Commissioners:

Under cover of this letter, please find a memorandum prepared
by our Enforcement and Compliance personnel from documents
submitted by the subject entities as well as national bank
examiners. We are submitting this information to you for

- evaluation in light of the requirements of the federal
statutes administered by your agency. Inasmuch as the
activities outlined in the enclosed memorandum may also
constitute a misapplication of bank funds in violation of 18
U.S.C. §656, we have also referred them to the United States
Attorney for the Western District of North Carolina for his
consideration vis a vis Section 656.

Should you have questions relative to this matter, your
staff should contact Michael Patriarca, Attorney, Enforcement
and Compliance Division (447-1983).

Sirlcer '

H. Jo Selby7,
First ~ep uty Comptroller for Operations

Enclosure



Ir. RoLert B. Serino, Director, Enforcement and Compliance Division
Mr. Paul Homan, Associate Deputy Comptroller for Special Projects

Michael Patriarca, Attorney, Enforcement and Compliance Division

March 21, 1977

First Union National Bank of North Carolina, Charlotte,
North Carolina; First Union Corp.

As you requested, I have reviewed the information submitted
by National Bank Examiner Robert Hefner, through the Regional
Office, relative to the subject bank and its parent holding
company, First Union Corp. In Jddition, I have studied the
confidential reports prepared by the bank's outside counsel
(Covington and Burling), with the aid of in house personnel,
relative to possibly illegal political contributions made by
the bank and its parent in the 1968-1973 period. At the
outset, I note that the bank has treated this Office in what
I feel to be a rather cavalier fashion throughout the course
of this matter. As you know, their cooperation with our
inquiries has been tendered very begrudgingly, when provided
at all. This attitude involves more than a lack of courtesy
on the part of the First Union companies since, in my opinion,
it has led them to ignore the provisions of 12 C.F.R. 57.5225
which requires an immediate notification of this Office when
a set of facts is believed to suggest a federal criminal
violation.

What follows is a synopsis of the facts gleaned from all
available materials relative to the history of the bank's
political contributions. I have attempted to break this
history down transactionally, that is, by more or less
independent analyses of the different manners in which
political contributions were made.

The C. C. Brewer Special Account

On April 14, 1967, a 'special bonus" was paid to the bank's
Executive Vice-President, Mr. C. C. Brewer, in the arount of
$7,936.51 which, after withholding, netted out to $5,000.
The payment was ordered by Mr. C. C. Hope, and approved by
11. Y. Kinard. The proceeds were deposited in a checking
account at the bank entitled "C. C. Brewer Special Sccountl

Chron Our File MPatriarca/cms 3/21/77
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froza which Brewer made disbursements for "electivc political
purposes" under the general supervision of Messrs. l!ope and
Car-eron. Additional "special bonuses" to Brewer were paid
in 1968 totaling $34,068.83. Of this amount, net proceeds
totaling $19,500 for the year made their way into the special
account from which political expenditures continued to be
made. Net proceeds not deposited into the account were
apparently used by Brewer to pay his personal income tax
liability resulting from the "special bonuses."

In late 1968, during the course of an audit of the companies'
1967 federal income tax return, the IRS reviewed and disallowed
as a deduction the initial "special bonus" to C. C. Brewer
paid during 1967. Upon learning this, the bank set about to
reverse all the 1968 bonuses similarly paid. This was
accomplished through the proceeds of a $50,000 personal loan
(secured by holding company stock) which Mr. C. C. Cameron
obtained from Citibank. Cameron wrote a check to Drewer for
$48,000 which the latter deposited in the "special account."
Thereafter, Brewer wrote a check to the bank for $36,933.75
reversing the "special bonuses" from the bank to Brewer.

The $49,000 proceeds from Cameron's Citibank loan left the
Brewer special account with roughly a $10,000 balance after
reversing the transactions just mentioned. The account
continued to be used to make political contributions even
after the infusion of the proceeds from Cameron's loan at
Citibank.

All disbursements from the C. C. ".rewer special account were
ioade under the supervision of Messrs. Hope and Cameron.
Brewer periodically furnished H!ope full recapitulations of
all transactions through the account.

Political contributions to a large assortment of local,
state and national candidates and conur~ttees continued to
diminish the Brewer Special Account until it was ultimately
closed in July, 1971.

The $50M principal of the Cameron loan from Citibank was
repaid by the corporation's political action cormnittee,
Comonwealth Associates which is discussed further below.
Interest on the loan, amounting to approximately S711, was
paid by Mr. Cameron personally.

Cornonwealth Associates and the Bancorp Payroll

After receiving the adverse ruling from the IRS which led to
the termination of the "special bonuses" to Mr. Brewer, the
First Union Companies (the bank, the holding company -
Bancorp, and its mortgage subsidiary - Cameron Brown Company)

; .
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established a "political action committee.' Ccmmonwealth
Associates was organized after the advice of counsel had
been secured relative to its legality. The theory behind
its establishif.ent was apparently that it would serve as a
legitirtate vehicle by which the employees of the First Union
Companies could have a "political impact" without involving
the corporations. Commonwealth Associates formally came
into being when eight of the nine officers of the holding
company executed articles of association on March 15, 1969.

According to the confidential report prepared by the bank's
outside counsel,

"At about the same time as the decision was made to
establish Commonwealth Associates, it was also decided
to establish an initial payroll for Bancorp, which
would include all officers of Bancorp."

The payroll was established March 20, 1969, five days after
execution of the Commonwealth Associates articles of association.
The payroll was made retroactive, however, to the beginning
of 1969, resulting in the initial payment reflecting three
months salary.

The questionable practice relative to the nearly contempora-
neous establishment of the Bancorp payroll and Commonwealth
Associates is characterized in the bank's report as follows:

[T]here was som~e degree of expectation that contri-
butions would be nade to Commonwealth Associates by
recipients of the salary under the initial Bancorp
payroll, in amounts reflecting the salary received
under the payroll, net after withholdings, and contri-
butions were in fact r.iade which responded in varying
degrees to that expectation.

It appears that the "expectation" was not entirely tacit,
however, since legal advice was sought, from both inside and
outside counsel, relative "to the expectation of contributions
to Commonwealth Associates which attached to the initial
payroll arrangement."

According to the bank's report, it is "reasonably certain"
that the members of the Executive Committee of the holding
company Board of Directors, which had authorized the establish-
ment of the initial Bancorp payroll, were aware of the
expectation that recipients of salary under the payroll
would make contributions to Commonwealth Associates, as well
as the legal advise that had been given on the subject.

In the first two years after the Bancorp payroll was established,
there was a discernible pattern of contributions being made

T) ILL
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to Com-onwealth Associates in arounts, and at times, closely
reflecting the salary payments, net of withholdings, received
under that payroll. Similarly, there were occasions, notably
in 1973, when the salaries of individual officers receiving
payments under the initial Bancorp payroll were substantially
reduced. The officers, specifically Messrs. WI. J. Smith and
C. C. Hope, both had discussions with Chairman Cameron to
the effect that, in view of the reduced salary they would
thereafter be receiving, it would be appropriate for them to,
consider reducing their contributions to Commonwealth
Associates.

In addition to Commonwealth Associates, the First Union
Companies organized, in 1972, the Commonwealth Associates
"F" Fund. The latter organization shared the same character-
istics as its companion, Commonwealth Associates, the difference
being that the "F" Fund was established to make political
contributions to candidates for federal offices. Both
organizations received contribuf.ions from the initial Bancorp
payroll recipients as well as from other employees of the
First Union Companies above a certain salary level whose
contributions were solicited.

The contributions from the initial Bancorp payroll to
Commonwealth Associates apparently ended in 1973. The
bank's report, however, lists a total of 2M in contributions
made by the recipients of the initial payroll to the "F"
Fund during the year 1974. Whether this later &m-ount was
made under the original "expectations," or was purely voluntary
is not clear.

Miscellaneous Political Activities - Provision of Equipment,
Facilities and Personnel for Elective Political Purposes

In addition to the direct and indirect political contributions
discussed above, the First Union Companies, through various
of their officers and principals, contributed to various
elective political activities in a variety of ways. Chief
among the individuals participating in these activities was
Mr. C. C. Hope who headed the now abolished Public Affairs
Department for the First Union Companies.

Among the activities which now appear questionable is a
portion of Xr. Hope's travel at company expense. It is not
clear whether the travel in question, or other questionable
items for that matter was at the expense of the bank, the
holding company, or another of the corporate subsidiaries
since Mr. H1ope was an officer of the bank and the holding
company at the same time. In any case, a portion of Mr. Hope's
travel during the 1971-1973 period was attributable to

"" " ," .." .'" . ".I " -. ;, 
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political purposes, principally toward the election of
former bank director Ilargrove Bowles as Governor of North
Carolina. Hope's politically related travel involved, on
several occasions, the use of one or another of the three
private airplanes maintained at that time by the First Union
Companies. Additionally, there appear to be other occasions
when others authorized the use of corporate airplanes for
politically related purposes. The same uses were made of
company automobiles on at least several occasions.

In addition, there appears to be a full range of activities
in which the First Union Companies engaged for the benefit
of political parties, committees and candidates. Briefly
stated, these included the payment of expenses for: enter-
tainment, attendance by officers at the Democratic National
Convention, and postage for political mailings. Bank
facilities were donated for after-hours telephone canvassing
by political campaign workers.

Further, company officials encow.raged, or at least permitted,
employees to do volunteer work at local campaign headquarters
during normal working hours. During the Bowles campaign,
the bank. lent an automatic typewriter (and initially bank
personnel to provide training relative to it) to the Bowles
campaign headquarters for a period of two months. The
Bowles campaign was also the recipient of copying, word
processing and delivery services which the bank provided
free of charge.
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Comptroller of the Currency
Administrator of National Banks
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-- Federal Elections Commission
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1325 K Street
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FEDERAL ELECTION COMMISSION

The above-described material was removed from this

file pursuant to the following exemption provided in the

Freedom of Information Act, 5 U.S.C. Section 552(b):

(1) Classified Information

(2) Internal rules and
practices

(3) Exempted by other
statute

(4) Trade secrets and
commercial or
financial information

(5) Internal Documents

(6) Personal privacy

(7) Investigatory
files

(8) Banking
In formation

(9) Well Information
(geographic or
geophysical)
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