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 llon Taomser. 0
r;)e er,

Washington, D.C., Janvary 11, 1977. ,

askington, D.C.

b thr'ou%h'lllﬁ, which res
"9

5 and 96 of Title 26,

41 FR 28413

. Extensive heari

-+ Deak MRr. Speaxer: In accordance with §816(c) of the Federal - . =~ “:. -
© . Election Campaign Act of 1971, as amended, 2 U.S.C. § 438,the Fed- . - =~ . "
" ““.eral Election Commission transmits herewith a set of separate pro- = - . -
« .+ posed regulations which comprehensively treat that Act’s req Sy
©.~ " mecluding notably the requirements imposed by the 1976 Amendments.- . - -
- Specifically, the enclosures include the Disclosure Regulation, Parts"
7. 100 through 108, which elaborate on the registration and reporting
* - requirements to which all Federal candidates are subject; the Inde- -
. pendent Expenditure Regulation, Part 109, delin ‘the condi-":
. tions of and restrictions on independent expenditures; the Contribu-:
-~ tion and Expenditure Limitation Regulation, Part 110, describing '
7% the Aect’s limitations on contributions and expenditures by candidates, .
. committees and other persons; tlie Compliance Procedure Regulation, -
- Part 111, which sets forth the Commission’s procedures for treatingall -~
. enforcement activity; the Advisory Opinion

_reporti

embership o%an.iza,tions and
Part

115, imple-

rd to public fi-

'Q_;_‘June7through11,1976,1mdon,J y 7,1976.. -

This

transmittal represents a resubmission

of the regulations origi-

S nany submitted to the'Oong\mss' 0n~A.llgllSt_ 3, 1976, as supplemented L

.. .. by transmittals dated August

.- ... now resubmit them with two modifications: an addition ng -

. the distribution of voter registration materials in § 114.4(c) (2) of the -

, %ﬂ.aatlon pertaining to corporate and labor organization activity, -

- published for public comment on September 10, 1976 (41 FR 38522); = -
: - and amendments to the disclosure regulation in §§ 102.9, 102.10 and = .

penditure: information: re- . -

£ 1

: Te
p

042 pertaining to the

5, Au

specificity of ex

6, and Au

26, 1976. We
permitti

uirements, . "

Procedure Regulation,
~_ .. Part 112, reflecting the Commission’s advisory opinion function; the - =
- Office Account Regulation, Part 113, establishi _ :
- . . ments for office accounts pursuant to 2 U.S.C. § 439a; the
"~ and Labor Or

Tequire- . ..
CoOUT g , : rporate - -
o ganization Activity Regulation, Part 114, which elab- .
“ " orates the right and duties attendant upon participation in the elec- - -
7.7 toral process by corporations, unions, m rshi
" similar entities; the Federal Contractor Regulation,
- menting the limitations on Federal contractor election activities; the '
. Convention Financing Regulation, Parts 120 through 125, the Presi- ="
. dential Primary Matching Fund Regulation, Parts 130 through 134, -
. and the General Election Public Financing Regulation, Parts 140
ively reflect the requirements of chapters -
i ! nited States Code, with-
" . nancing of national party conventions, the presidential primary proc-
-+ ess and the presidential general election. These propose FEENS
... were published for comment in the Federal Register on May 26,1976 - -
(41 FR 21572;, on June 25, 1976 (41 FR 26396) and on J

d regulations -

_ y9,1976
were held by the Commussion on




- .

18,1976 (41 FR43932). .~
It is the Commission’s hope that these

ations will provide

r-
-sons subject to this Act with a readable an practical guide fox'_ege c-

tive participation in the Federal election process. We trust they will

- assist persons subject to the Act, and the public in general, in going T R
forward with the campaign process ina manner in vyh.ich all citizens - '

may have confidence.
~ Sincerely yours, R R
| o . Veavox W. THoMsON,

Encfoéux‘g. '

* ported to the Commission, pubhshed for pubhc gp;nnjén§ on October

 Chairman for the Federal Election Commission.




EXrraNiTION AND JUSTINICATION OF THE _Dtsct.osmgkzémno.\‘s,' o

21001 Scope. T e

- _These_regulations implement sections 431—438 of Title 2 of the
~ ‘United States Code. and Chapters 95 and 96 of Title 26. Thited Scates
- Code. Contributions and expenditures required to be disclosed under
- Title 2 and under these regulations do not necessarily count for limita-

tion purposes under2 U.S.C. 3 441a. )

' These regulations are issued pursuant to the authority of the Com-

-~ mission codified in 2 G.S.C. $§ 437d (a) (8), 438(a) (10) and 26 CTS.C.
~$39009(b) and 9039(b). T T T
$1002 Condidate. .
_ Thare are three ways for an individual to become a candidate: (1)

- take action-under state latr: (2) receive contributions or make ezpendi-

~ tures or give consent to another person to do so: and (3) fail to: =

- disavow the activity of another person making contributions or ex-

o pextaidnnm ‘after the Commission has given the individual written

~ motice. . - .. | -
- The first two methods follotw the statutory language of 2 T.S.C..

£ 431(b). The third route to become a candidate s necessary to pre-
~ Tent persons from taking unauthorized action whick would resnlt

"~ in on individual meeting the statutory dednirion of candidate. If the |




. Commission becomes aware of such activity, it can’ give the indivdual
- .janoppormntytodisavow,theactiﬁty. S
§100.3 Commission.. J I It :
‘This section notifies the publicof the Federal Election Commission’s -
, addresstofacilitatefulld;sclosure.i SRV, o
'§100.4  _C_ontribntion. R SR TN
 This definition parallels the statute, 2 U.S.C.§431 (e).,Subsidiary -
terms, such as “loan,” “money" end “anything 0 value,” and “usual
and normal charge” have been defined to implement the statute. A loan
is a contribution only to the extent of the un,reg:.eid’portion. R
~_ The donation of costs of fundraising has been added in the regula- -
'~ tiom, as has the exclusion of legal and. accounting services from the
. definition of contribution. .~ ~ - . LE e -
A transfer of funds from 8 political committee or other similar -
source to another committee or candidate is reportable as & contribu- -

~ tion. The statute says “committee or other source.” Read literally, this

‘would mean every contribution to & Iiflitxcal cormittee or candidate

would be a_transfer. The definition has therefore been narrowed to0 -
sources similar to politica] committees or organizations. .. - )
“Personal services rendered without charge” is defined in the regu- - -
lations as services provided when the volunteer is not being compen-
sated by an employer for the time used for campai n activity. c

| _become a candidate is excluded from the definition of contr
" This exception was made so that an individual is not discouraged from
_ “testing the waters” to determine whether his candidacy is feasible.

- from the definition of contribution. This exception was made because .
v disclosure in the instance is truly & de minimis matter..
- Computation of the value of a residence would also be exceedingly
burdensome to the candidate and contributor alike. = - G
" Also excluded from the definition of contribution is 8 donation to
- cover Costs of recounts and election contests, since. though they are
RERpI related to elections, are not,‘Federal elections as deﬁned.by the Act.
oo §1005 Support. . N e e R

. uSypport” is defined in the regulations to mean the making of any-

) Payments. for the purpose of determining «~ ether an indiyidual ST
“should become 2 candidate if the individual does not"subse'ggnentlyﬁ,; e
ibution. . -

The rental value of the use of an individual’s residence is excluded

contribution or any expendicure on bebalf of & candidate or political

. committee. = §
-§100.6 ."Electioﬁ.f; ST e B T E
° General election is defined to include not onl¥ the normal November

election but also an election where the result will cause an individual’ NS

- to assume an office vacant prior to the election for ‘whatever reason. -

This willjcoverﬂsituations like the New ‘Hampshire Senate race. an .

" election which is the result of the death or resignation of the incum- "
bent. and-even the unusuel case where an election to fill a two and one- - .
half month term occurs on the same day as the normal November .
L election.. | G LR T e o
~ The definitions under,“ele‘ction”,are designed to be neutral as be-
tween party affiliated and independent candidates. ‘Generally, each

.

. ‘_ -candidate »:_vi]l participate in two elections : The primary (for inde- |

—J




i " a position on the general election ballot) and the general election. - S I
- The terms “run off election,” “caucus or convention” and “special . v
‘election” are defined in the regulations to facilitate implementation - IR

© . ofthestatute. - - -~ - o oA R T e DR D T SR e
- Non-major party candidates are treated the same as independent . =~ o o
- candidates. This was done because non-major parties usually donot .~ -
-; a great deal of effort tosecure -~ -
.~ a ballot position. Therefore, their primary is considered to occur on R
. the last day for a ballot position in the general election or on the date.. - -
. . of the last party primary in that state, or on the date of their nomina-~ = .

X § 100.7 - Expenditure. -

" have actual rimary elections and spend

_ tion, at the choice of the candidate. - -

The definition of expenditure arallels the

o - As with the definition of contribution (§100.4), the subdefinitions of -
© . “payment,” “money” and “anything of value” have been clarified. R
It was suggested that only the payment of interest.on the loan be = -

g The regulations provide that only

s " treated as an expenditure and not the repayment of the loan itself.-
..+ For purposes of the limitations under 2 U.S.C. § 441a (b), we agree. . =~

" pendents, a comparable period during which he or she may seure -

statute,zUSC §431 '('f') SR

- Nevertheless, for purposes of the disclosure regulations, the creation =

© - of an obligation to repay should constitute an expenditure and must - Al
~+ - be reported. The reporting forms provide for the reporting of loan Ry

= repayments in a way to eliminate double-counting. . -

L ‘agreement to make any expenditure is included in the definition of
- . “expenditure.” This is because such written Ppromises are likely to be

5 fulfilled while oral commitmentsarenot. -

Specifically excluded from the definition

" tributions by an individual from personal funds to a political com-

. ‘mittee or candidate,

i : . contribution and expenditure are identically defined by the Act. : =~ ..
.. Also excluded from the definition are payments for “testing the wa-
" ters” to determine the feasibility of candidacy as under ‘§ 100.4(b) (1). .

_ Definitions of terms such as “labor organization,” “election,” and

i “members” are supplied to help implement 2 U.S.C. § 431(f) (4) ©), -

: and the reporting obligations are set out. The regulation provides . ..
- that all primaries are one election, and that all general electionsare =~
. one election, for purposes of the $2,000 reporting floor. It is the Com- =

~ mission’s intention that spending by one subsidiary of a corporation, -

- or local of a union, shall not be attributed to the parent corporation -

"~ or union unless the communication was funded or otherwise caused by -

.7 the parent. . . -

. ‘The rental value of an individual’s residence used for campaign-
' related activities, from non-campaign funds for routine living ex-
.- . penses by a candidate, and legal and accounting services are excluded.
o700 A definition is supplied for the phrase “in connection with the solic-
.- -itation of contributions” as used under 2 U.S.C. § 431(f) (4)(I). Itis -
. provided that fundraising expenditures need not .be allocated on o -
- - state by state basis except where the fundraising is aimed at a particu-. -

~larstate and takes place within 28 days of a primary, convention or

a written contract, promise, or =

of “expenditure” are con- .

clear up confusion caused by the fact that a Gl




| § 100.9 " File. filed or filing.

B (d) The four types o

~ T.S.C. § +1a(a) (4).

o R S
§$100.3 Federal office. o
Follows2 U.S.C. § 431 (c).

Time and place of filing are spec).ﬁed so as to prov -ide for 'ﬁhiform-

‘ s to o
~ity. The authority for such a regulatxon is2 U S C § £38(2) (10). - .
' § 100.10 Identification. -

Follows2 U.S.C. § °31(])

§ 100.11 Occupatlon. L :
This term is used in the stz.tute but is not deﬁ.ned in u:

10012 Principal place of business.

This term is used i in the statute, but is not deﬁned in xt.

-§100.13 Person.

This definition follows 2 Ts.C. § 431 (h)
§100.1¢  Political committee.

The definition of grmcxpal cn.mpalgn cormmttee follows 2 'L’ S.C.
political committeesare: ’
- (1) principal campaign committee;
~ (2) single candidate committee; . -
(3) multicandidate committee; a.nd _ ‘
- (4) party committee. ‘ ' '
 The definition of prmcxpal campmzn comxmttee follow- 2 I.' C

- §431(n).

A single candidate comzmttee isa pohtlcal committee other than a

~ principal committee which supports only one candidate.

The definition of * mu.ltxcanchdate pohucal comnnt..ee " follows 2

“The definition of pnrtv committee is needed so that 1t can be d.s-

- tingmished from other multxcandldate committees.

he term “authorized” is used in the Act but is not deﬁned In it.

The term “atiliated” is used in the Act but not defined in it. This
definition follows the anti-proliferation language in 2 T.S.C. § &1

~ (a) (4),and parallels the definition in § 110.3 : 4

 §100.15 Connected organization. - |

- This term is defined for purposes of theﬁgtatement of Orgnmzanon 5

- 2US.C.§433(b) (2).

o : §100.16  Political party.

This definition follows 2 TS. C. g *31( m)

| §100.17 . Narional committee.

This definition fotlows 2 U S. C S -Lul (U

'§100.18 State.
~ Thisdefinition follows 2 U S. C -Lul(x)
- §100.19 State committee. subordmate commlttee

“This definition identifies those party or"amzatlons rc=Don51b1e fm -

. party activity below the statewide Ie\'el
~ §100.20 Act.

This definition follows 2 T’S C, §4 1(0), and mcludes reference .

o to Chapte'-s 93 and 96 of Tu‘.le 26.’
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- §101.1 Duration of candidate status R S : _
- Candidates, unless their personal reporting requirement is waived,
~continue to report until all of their per_sona% debts concerning their
'ialect-i(m are extinguished. They may terminate candidate status by
etter. . ' :

§101.2 Candidate designations. - = = . o ,
-~ After becoming a candidate an individual is required within 30 days
to designate a principal campaign committee, and campaign deposi-
tories. This is accomglished, on one form, which also contains the .
waiver request. These designations are necessary to implement 2 U.S.C.
§3432(e) and 437b(a) (1). . I

If a candidate receives contributions designated for the general elec-

. ParT 101—CaNDIDATE STATUS AND Desianarions -

tion prior to the primary election, the candidate is required to use ac-

- ceptable accounting methods to separate these contributions. Candi-
dates have the option, among others, of maintaining separate checking
accounts or keeping separate records and ledgers. JOUREIPER
This section allows the receipt of contributions for the general elec-

tion prior to the primary election but creates safeguards -which mini- -
mize the possibility of general election receipts being commingled with e

- primary election receipts.

o - §101.3 Waiver of candidate repbrting.

This section provides for the waiver of a candidate personally re-
porting if the candidate does not make expenditures or receive contri-
butions. This section is based on 2 U.S.C, § 436(b) (1). The waiver be-
comes effective at the time the applicationisfiled. =~~~ =

Part 102-_‘—R1-:c1sm'rmn AND ORrGANTZATION OF PouTicaL
o . CoMMITTEES

§102.1 - Registration of political committees. CT . o
- Political committees are required to file a Statement of Organization

" with the Commission, the Secretary of the Senate or the Clerk of the

House of Representatives, as appropriate, pursuant to 2 U.S.C. § 433
(a). Existing committees which have registered with the supervisory
 officers do not have to re-register. Relief has been given to affiliated ‘
committees so that all affiliates do not have to list all other affiliates. -
~ Only the parent has that responsibility. s .

§1022 Formsand filing. i

- Thissection follows 2 U.S.C. § 433(b). - s
§102.3 Changes or correction in information.

- Thissection follows 2 U.S.C. § 433(c).

- §102.4 Discontinuance of registration. -

This section follows 2 U.S.C. § 433(d).
§102.5 Identification number. S ST
- Each political committee is assigned an identification number to
-~ implement the full disclosure principles of the Act, and for ease in

~ clearly identifying committees with similar names. T, a 5

i




- §102.6. Federal committees and accounts; s i ral and
b ‘ederal committees ar o .s, epa;atlon of Federal and
‘This section provides two options for political commit " ich -
participate 1n state political campaigns. They .can eithert:gov:tm:ﬁ
receipts and expenditures or establish a separate Federal committee -
and report only Federal activity. This should be especially beneficial
- for state political party committees, the bulk of whose activity is
typically on behalf of non-Federal candidates. The segregation of
funds prevents the commingling of contributions which may be
~ lawful for state candidates but unlawful for Federal candidates.

- §1027 Organization of political committees.

- This section follows 2 T.S.C. §432(b).

- This section follows 2 U.S.C. § 432(a), and provides for continuity
in the offices of chairman and treasurer. . u
'§102.8 Receipts of contributions. o
§1029 Ac.co'unting for contributions and expenditures. , ‘
This section follows 2 U.S.C. §432(c) and (d). Subsection (e)
recognizes that, even with a treasurer’s best efforts, some information
cannot be obtained. In that case, the treasurer is to keep a record of

" theeffortsto obtain it.

, samE). .

§102.10 Petty cash fund..

A political committee may maintain a petfy-cash fund for rﬁalﬁng
. expenditures ‘of less than $100. This section implements 2 T.S.C.

'§102.11 Designation of principal campaign committee. - |
_This section follows 2 T.S.C. §432(e), and requires that a2®prin- -
cipal campaign committee defined as a political committee, must
register and report. The phrase “occasional. isolated or incidental -
 support” us used in the statute is defined, and is limited to $1,000 per

. candidate perelection. |

§ 102.12 - Authorization of political committee. | |
" This section provides a procedure for authorization as referred to
. in2TU.S.C.§ 487b(c). SRR | |
§102.13 Notice; solicitation of contributions.

This section follows 2 U.S.C. §435(b).
. §102.1¢ Records; retention. . . - . |
. This section provides a cross-reference for convenience.
" §102.15 Segregated funds. o N
" This section follows 2 U.S.C. § 32(b).

| ,PAM_.IOMAJIIE'AIGSI DEP_Osrroms’ o

§ 103.1 }Totiﬁcatiori of the Commission. S

This section provides that the Commission be notified of the cam-
paign depositories which are designated pursuant to §101.2 and § 102.3.




- ,"§ 102.2 Dep051tor1es e | |
~ The section permits only State and natlonally chartered banks to be”
“used as campaign dep051tor1es as requu'ed b} 2 U.S.C. §437b (a) (1)
- and (a) (2).
- §103.3 Dep051ts and expendltures

All contributions must be deposited in the appropnate campaign
depository within 10 days. All expenditures must be made by check

~_drawn on the appropriate account in the depository except that expend-

. itures for $100 or less may be made from a petty cash fund.
Subsection (a) follows the requirements of 2 U.S.C. §437b(b) (2).
The 10-day deposit requirement was designed to encourage the ;i)rompt
- disposition of contributions rather than permit “stale” checks to be kept
lying around or lost. In addition, some large campaigns have used the
- date of deposit as the date of receipt for reporting purposes. The ‘

'10-day requirement would mean reported receipt dates would be. close
- toactual receipt. o
- Contributions of questlonable legahty shall either be returned to the

" contributor or deposited while the treasurer determines the validity of
~_ the contribution. This subsection was added by the Commission at the

- suggestion of many committees as a gmde to the proper handhing of S

" 'questionable contributions. v

81034 Vice-Presidential candidate campal_gn deposmes

- unless a waiver is granted. Quarte

This sectlon follows2U.S.C. § 4‘37 b(c).
PART 104—R1-:ron'rs BY POLITICAL COMMI'ITEES AND CANDID ;'ms

§ 1041 General.

Quarterly reports are requlred by ollt,lcal committees untll a.ll debts R

and obligations are extinguished and a Notice of Termination is filed.
Candidates must also continue to re?ort until all debts are extinguished

 tributions exceed $1,000 or expendltures exceed $1,000.

- Quarterly reports are required from candidates ‘and their comm1tteesi '
“in a non-election fy ar only if contributions and expenditures together
-exceed $5,000. If the candidate’s authorized committees receive or

" expend in excess of these amounts, the prmclpal ca.mpalgn committee
* must file a consolidated report.

" under the authority of 2 U.S.C. §434 (b)(

- sider

The reporting of debts and obli t;lons is mred by the Commission - :

_ ~exemption is required under 2 U.S.C. §434(a) (1) (3) The requu'e- ,

~ ment for notifying the Commission that a committee is exempted from

filing quarterly reports is to prevent the committee from- oon- o
e& in violation for late filing. The Commission othermse 185 NO

way to know the committee is exempt. '

S  §1042 Form and content of reports.

This section generally follows 2 U.S.C. §434 (b) Subsection ( b) ( 1)
- requires a statement of cash on hand, to provide a starting point for
each report. Subsection (b) (3) (ii) is to prevent a recurrent problem :
when committees reported all contributions—not just those over $100—
‘ ‘the mclusmn of large numbers of the small contnbutlons made it more -

reports are requlred only if con- ,k

rberlrert,



B - difficult toisolatelarge conf-tibutiéhé; Ré;’idném@ contain all contrlbu e

Ll

. ' tions, but the over $100 contributions must be on a separate schedule
kfromtheunde‘r$100. e T A RS
. Subsection (b) (7) (i) makesit explicit that campaign funds may be

“taken out of depositories for investment purposes. The interest or other =

- proceeds from an investment must bereported. . - . S R T
Subsection (c) (1) provides for consolidated reports by principal. =

-~ campaign committees. The consolidation will include the candidate’s S IR L

.~ 'report (unless waived) and the reports of authorized committees. R

VLT ile the statute does not specifically include the candidate’s report .~ =

* . 'in the consolidation, the Commission believes that it would be bestto

" include it since the expenditure limit can be most easily tracked that

PR |
ool

_way by the principal campaign committee.

. Subsection (c)(2) sets out an exception for the consolidation re- -

- ' quirement, for the 10-day pre-election report only. Because principal
" campaign committees must file the consolidated report on thesameday. ..

FoE five days between the close of books and the date of filing (three days A
- - if the report is‘malleglf), the Commission is permitting the principal == . - it
i

. campaign committee, . )
©© " 10th day,and a complete consolidated report five days before the elec<. - . o
"~ tion. The Commission believes this meets the requirement for public . ..

‘as authorized committees must file with it, and because there are only

it chooses, to file only 2 summary sheet on the

~++ disclosure and relieves the committees of a difficult burden. " -

" §104.3 Disclosure of 'rec_eipt‘and‘fc'op.sumpttion"o‘f -illékind consuhip-_' B

... This _section provides for the valuation and disclosure of inkind ©
“contributions, (contributions other than cash or check). The valuation e
‘is determined by the usual and normal charge at the time of thecon- <
. tribution. Since § 100.4 (b) excludes certain kinds of in-kind donations - -~ .
. - from the definition of contribution, those donations need not be re- =~ - . -

- -tions.” -

forted. Furthermore, in-kind contributions need not ‘be scparately
isted in reports if the aggregate value is less than $100 from & single

contributor. The regulation .ﬁistinguish'es between goods and services, L
“and contributions to,'be‘liquldated, such as stock or art objects.” - . FARSRER TN

. §1044 Filingdates.

. All political committees and candidates are required to file pre-elec- = e

- tion, post-election and quarterly reports, and an annual report when. s e
~ ‘appropriate. . oo R e TS e e e e
< The re-election report of a principal»campaign'commit-t’ee'must be -
"7 . .a consolidated report of all authorized political committees ofacan-©. i
© .+ - didate or a detailed report, as provided for in § 104.2(c). Authorized - .- R
. political committees must file pre- and post-election reports with the ~ -0 e
- ‘principal campaign committee or the Clerk of the House or the Secre- - . ool

... . The filing dates are required by t-héjsta-tuAtev, 2 USC 8 434 (‘ﬁ')'_.:exéeptx’, Tl

rovision is made for pre- and post

Presidential candidates. .~

|

- reading of the statute would set it for January.10. Congressional in- -

i “tent seems to}be‘for-Jgnuary_al.;'l“uhis:‘was dbng:at_the‘r_eq}.;est»‘ofman}rg

" litical committees not reporting monthly who make contributions to ot

'that this section requires that the 4th quarterly report be filed by Jan-". e .
~ uary 31 instead of January 10 for election years even though a close -




* wwitnesses who wanted the 4th quarter due date to coincide with the . . - - S

" gnnualveportduedate.’ . T e b e e O P S A
-~ Under § 104.4(e), contributions of $1,000 or more received subse-. - .

“quent to the 15th day, but more than 48 hours before an election, must -

- be specifically reported, but only if the $1,000 was given for that elec- -

" tion. The Commission felt that a strict requirement of specially report- P

oh ing the $1,000 received even if it was for a different election, would B

place an unnecessary reporting requirement on candidates or commit- SR

" fees involved in presidential primaries. The section further provides '

: " for monthly reporting under 2 U.S.C. § 434(a) (3) in certain cases in- SR RN :
. stead of theusual reportingdates. - .o .
e for Presidential candidates and

Monthly reporting is mandatory

their committees, but is optional for all other multi-state committees. - S SENTRT
" This provision would tly ease the reporting burden during thepri- - .=~ "~
' maries since the number of pre- and post-primary election reports.- = - .
e othe_rWiserequiredcould}total56.,' : T N SR
- §104.5 Uniform reporting of contributions. S L A e T
. This provision, which requires reporting the identification.of all ~ - ... o
“* " individuals by whom a contribution over $100 was made, follows = . -~ - =
'~ §$104.6  Uniform reporting of expenditures. -~

3 .

- 'This provision, which requires reporting the idé'n'tiﬁéa;ﬁ'ibn.‘df all’in;'tf SR el

- dividuals to whom an QxPenditure over $100 was made, f°“,9W$’2U.s.' C.

 §104.7 Allocation of expenditures among candidates. :

“This section informs committees of their need to allocate expendi- Sl

" tures made for the purpose of supporting more than one Federal = S :
S Tioal ekt ietius L e e S B

S 81048 Contiﬁubﬁs répbrting of debts .ax‘idvbbligé,t.ioris.}» e

L ~when paid, for small obligations.. . . "

. Debts and obligations which remain outstanding after the election: . e

" shall be continuously reported on separate schedules, with explanation, - R

. until extinguished, under 2 U.S.C. § 434(b) (12). © -

-2 A debt or obligation to make an expenditure of $500 or less isre- .. .- . SR
" quired to be reported at the time of payment or no later than 60 days

- " after the incurrence of the debt or obligation, whichever comes first. A ... " .
"~ loan of money or debt or obligation over $500 is reported as an ex- . - .

' penditure as of the time of the transaction. This section is designed Ay L

" to prevent unnecessary duplication of reporting operating expendi- - o

" tures, i.e., once as a debt when incurred and again as an expenditure S M e

e §104.9 Waiver of reporting i‘equirements'."f-v’ T T T
The Commission may waive under 2 U.S.C. §436(b)(2) atitsdis- =~~~ -

* ' “cretion the reporting requirements of political committees that pri- - o R

- marily support persons seeking State or local oflice and do not operate - - L e
~ % inmorethanone State. .. iAo e

. §10410 - Political committees;cashonhand.

" The first report of a committee'following'fits'registx"z'xti.dﬁ. shall dis- . .

i close the cash on hand at the time of its registration. In order to deter- .- E 5 o 2N
. mine the legality of the source of the cash on hand, it is assumed that . = =
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the cash on hand represents those contributions most recently received
by the committee, z.e., the “first-in, first-out” method of ‘accounting.
This provision is necessary, especially for political committees, which
 may register with substantial cash on hand. ‘
 §10411 Members of Congress; reporting exemption. o
This section follows 2 U.S.C. § 434(d), and provides the reporting
procedures. If a member is not a candidate, no reporting is required.

§104.12 Formal requirements regarding reports and statements.

This section requires the ‘individual responsible for submitting &

~ reEort to sign it. This prevents the shifting of responsibility onto
others who are not required under the Act to do the actual filing.
The reporting person must retain all records relating to the reports
“that are filed, and the reports themselves for a perioﬁ not less than
three years from the end of the year in which the report is filed.
Under 2 U.S.C. § 455, the statute of limitations for criminal prosecu-
 tion is three years. Accordingly, to prevent the destruction of possible
‘evidence and to assist in the routine auditing of a report, supporting
“records are required to be kept for three years. o .
"The acknowledgement by the Commission of the receipt of any re-
port does not constitute any approval of the contents of the report. '
" The responsibility for the timely filing of reports and their accuracy
is placed upon those persons who are required to submit them, namely,
~ the treasurer of a political committee, or a candidate or other person - -
“as appropriate. = . N ot
' 8§104.13 Saleoruserestriction. . - o .
" This section interprets 2 U.S.C. § 438(a) (4), prohibiting the saleor -
“use of information on file with the Commission, Clerk, Secretary or a
state officer. It defines commercial use to exclude use in news media

and books. . : . :
Part 105—DO0CUMENT FmNG

- §105.1 Place of filing ; House candidates and committees. N

The place of filing for House candidates and their principal cam-

paign committees is the Clerk of the House of Representatives, as

custodian for the Commission, under 2 U.S.C. §438(d)(1)(4). -

§105.2 Place of filing; Senate candidates and committees.

This section provides for similar filing by Senate candidates and

their committees with the Secretary of the Senate, under 2 U.S.C.

~ §438(d) (1) (B)-

§105.3 - Place of filings; President candidates and committees. ..
This section provides that Presidential candidates and their prin- .

cipal campaign committees file reports and statements with the

Commission. ' ' , R

§105.4 Placeand filing; committees and others. -

" This section provides that political committees (other than can-

didate’s committees) which only support House candidates file with
the Clerk, and those supporting only Senate candidates file with the
Secretary. S T
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- All other political committees, and persons making independent
contributions and expenditures, file with the Commissjon. .
+ This section eliminates the multiplicity of filing by political com-
mittees which has occurred in the past, in some cases requiring filing
in three places. Under this regulation, committees rvt%i_ch support
candidates for more than one Federal office file only with the Com- .
- mission. . o . L , ‘
'§105.5 Transmittal of microfilm copies and photocopies of original

reports filed with the Clerk and tﬁe Senate Secretary to
- - the Commission. - - -
. 'This section, which requires the Clerk and the Secretary to furnish
~ ‘microfilm and photocopies of reports and statements, will permit the
Commission to carry its statutory duties to enforce the statute {2
U.S.C. §437g) and to make documents available for public inspection
. and copying (2 U.S.C.‘i 438(a) (4)). S .
' e Commission, the Clerk, and the Secretary will work out

R ~mutually agreeable procedures for implementing these sections.

PART 106—ALLOCATION OF CANDIDATE AND COMMITTEE ~

81061 Allocation of expenditures among (or between) candidates
and activities. =~ | R .

 Expenditures made on behalf of more than one candidate are to be

allocated between the candidates based on the proportion of the benefit .

-which each can reasonably be expected to derive. For example, a bill-
- board which advertised Senate candidate Smith and House candidate -
~ Jones in equal prominence should be allocated 50%-50%. '

Authorized expenditures by a committee or candidate on behalf of“ B

.candidate. However, expenditures by political parties under 2 U.
- §441a(d) will only be reported by the party.

~another candidate are reported as a contribution to the authon’zileg - |
.s. - .ir.v
The administrative expenses and other non-candidate related ex-"

- penses of a multicandidate committee do not have to be allocated

among candidates; as long as they are not made 'on behalf of a specific

- candidate. Where such a committee has both Federal and non-Federal = |

_activity, administrative expenses have to be allocated between the
“two activities on a reasonable basis. - o o

§106.2 Allocation of expenditures among states by candidates for

- . presidential nomination. = co o

. This section covers the allocation of expenditures of presidential

candidates by state. Generally, expenditures must be attributed to the

- individual states based on the voting age population likely to be in- -
fluenced by the expenditure. There are two exceptions: (1) expendi- -

" tures relating to a national campaign headquarters need not be at-

tributed to individual states and (2) expenditures for travel between
‘statesneed not be attributed to individual states. -~ :
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| §106.3 - Allocation of expenses betw@j_égg campaign and non-campaign

, related travel. s _ oL
~ All travel paid for by a candidate’s authorized committees must be

~ reported.

A w.ndi_.d_:i.te’s eampaign-pélat,ed travel is réporta.ble,‘no mattér_who
pays for it. Where a candidate makes one campaign-related appear-

‘ance in a city, the trip to that city is considered campaign-related. =~

Incidental contacts on an otherwise non-campaign stop do not make

the stop campaign-related. For example, if a candidate mzkes 2 non-

political speech to & civic association luncheon, and on the way out

chats with a few attendees about his upcoming campeaign, thac con-

~ versation would not convert the appearance into a campaign-related

event. However, if during the course of the speech the candidate asks
for support, that would convert an otherwise ‘non-campaign event

into one which is campaign related, and would require that travel costs
- be allocated, and reportegn as exp :

enditures. - -
Individuals other than candidates have to allocate their mixed
am .aign/non-campai' travel expenses on a reasonable basis. If a
candidate’s spouse and children travel with a candidate but do not
campaign, their expenses are not reportable as expenditures. - :
Expenses incurred by & candidate for the House or Senate for travel

_ to or from his state or district and Washington, D.C., are not report-
able as an expenditure unless paid from & campaign account.

Candidates using a government conveyance for campaign travel
must report as an expenditure the comparable commercial rate for the

- travel. For candidates required by law or by national security to have

special staff and equipment, the cost of that travel is excluded from

. reportable expenditures. .

 Pasr 107—CoxveSTION RePORTS

§:.107,1~ . Reports by )Iﬁnicipa.l .and-Privéte Host Cbmnii_tees.‘ o o

This Section follows 2 G.S.C. § 437.

81072 Reportsby political parties..

~ This section follows 2 U.S.C. § 457 but exempts the te'porting Te- »‘

guirement for state and subordinate party committees tkat spend funds
for delegate and alternate travel expenses and for certain events at

 the convention such as receptions. The Commission believes that these
. types of expenditures were not intended by the statute to be reported

under 2 0.S.C. §43+. o | _
§107.3 Convention report; time and content of filing.

This section requires the convention report to be filed no later than -
60 days after the convention but not later than 20 days before the

general election in accordance with 2 T.S.C. § 437. If there is financial
activity subsequent to this report. quarterly reports are required to

~ reflect those transactions in order to obtain full disclosure.
§107.+ Convention expenses; definition. . |

‘This section merely refers to Part 190 of the convention financing

" proposed regulation, which centains o detailed definition of conven-. :
" tion expenses. ) g B X R ‘v " ,
- Note: The reporting réquirements for conventions receiving Federal

tands under 26 G.S.C. § 9008 arc treated m Part 124,
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" Parr 108—Fmwrne Coprzs oF REPORTS AND SraTeMmeNTs Wirs State
§108.1 Filingrequirements, . .

. Follows2U.S.C.§439(a),' ‘ I PP
§1082  Filing copies of reports by Presidential and Vice-Presidentia]

~ This section basically follows 2 U.S.C. § 439 (2) (1) except that the

o committees. R
Thissection'follows2U.S.~C.§43_9(a)_(2).;_'_ Co L

- §108.4 Filing copies of reports by committees supporting Presiden-
RS vt;:ﬁ;'andidates. R S T
. This section permits committees which su]pport Presidential candi-
dates, other than the Presidential principa cam%z;;i’ committee, to
file a copy of their reports only in the state in w 'cﬁnt

 §108.3 Filing copieé of reports by other Federal candidates and |

hey are head-

R ‘quartered and in which the recipient committee is headquartered. This

~ prevents committees which make one contribution to a Presidential
- candidate from ‘having to file in every state in which the Presidential
- candidate files, which would serve no public purpose. o
§108.5 Time and manner of filing copies. - T Sl
- This section requires the filing of a copy of the report with the

~ appropriate state at the same time the original report is filed on the

- Federal level. -
- §108.6 - Duty of State officers. . -

This section follows 2 U.S.C.'§'439(bv). R |

This section follows ) U.S.C. § 453. Specifically, I_“edergl law-super- :

_ sedes state law concerning the organization and registration of politi- .
- cal committees sugporting federal candidates, disclosure of receipts
S by

and expenditure Federal candidates and committees, and limita-
tions on contributions and expenditures regarding Federal candidates
‘and committees, - ' ' ' :

i However, the ‘Act does" not supersede state laws concei'ning the

‘manner of qualification of candic ates, dates and places of elections, -
~ voter registration, voting fraud or candidates’ personal financial dis-
 closure not superseded by Federal law., These types of electoral mat- -
ters are interests of the states and are not covered in the act. :

- §109.8  Exemption for the District of Columbia, o _

Since all "reports_are‘ filed with the Commission, Clerk or Secretary,

filing copies with the District of Columbia, government seemed to bea =
need%essburden. e o
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-, 100.1. This definition. parallels 2 T.8.C. §$431(p) with additi -
o e pee " T e ey
| . The ni g

- used in this statutory definition. 1 1mp 9“3,‘9‘!4 b' dcﬁnu_:g ttrm

| “Person” is defined in accordance with 2 TS.C. §431(k).

| _“Expressly advocating” is defined consi a8Lih). oo
Courtxxgaucykcyv. r«zﬁf etined consistent with »~\50 Supreme .

b ‘r«_ilco‘ and 2 T.'.SC § 431(g).

e mm ot tammni e et ¢ o Gmilede @rases o e s o e )o v e P ls e Pbaitcaie e mecmesvon Sem -

“Clearly identifiable” is defined consisent with both Buckley v.

" The definition of “made with ithe'coogcéationf'ai with che prior

~ consent of, or in consultation with, or at the request or suggestion of.

" s candidate or any agent or suthorized committee of the candidate” =
 implements the statute by describing specifically arrangements or

© conduct.that remove the independent nature of the espenditures.

The definition of “agency” imputes agency power not only 20 persons "

.. actually authorized, but also to persons w o:itppear to have such
- sower. in accordance with general principles o

the law of ugeney ‘

~ - 3109.1(d) parallels 2 TS.C, “§ +41a(a) (V) (C). However, such es- . -’ e
" penditures could be made without the knowledge or control of theé -~
- candidate, and this section adects only ths person making the espendi-

" ture absent candidate cooperation or consent.

. $109.1(e) clarifies the limitation on political cﬁmmittgg"wigh"' SRR

."l.‘;-‘rupectto.indopendentcxpenditum. s
~.§109.2 Reporting. R R

7 31093(a) This section follows 2 T.S.C. 434(b) (13). Tt requires
- political committees to report each independent expenditure that ex- -

~ceeds $100 as well as the total of unitemized expenditures. These re--

ports, which are filed during s period in which such independent
expenditures is made, must ,conta?x: the amount and date of the ex- -

diture. the name of the person to whom it was made. the name and

office sought by the candidate, and whether it was in support of orin

i ,‘ opfgaﬁon to such candidate.

09.2(b) This section follows 2 U.S.C. § 434(e) requiring a person

" toreport in s manner similar to a political committee when indeperd-
.. ent expenditures and contributions toward independent espenditures =

. aggregatemorsthan$100. - 5
- 31094 Thissectionfollows2TS.C.§4+1d. RV S T
~~ '§109.5 ' This section provides for the ‘feporting of “independent =
., -contributions” unde?2US.C.§434(e). -~ -
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 EXPLANATION AND JUSTIFICATION, PART 110 CONSTRUCTION AND
G - Expexprrure LourraTions Anp Pro
1101 AN T SRR B I . . _
__ This section covers the limitations on contributions by persons, other =~
than multicandidate committees. It follows the statutory provisionsin -
2 U.S.C. §441a(a) (1) on the amounts which individuals and other .
persons may contribute to a campaign, to party committees, and to any.
 other political committee. Where needed, specific definitions have been
| added, in particular to make it clear that each of the national commit-
: ! tee, House campaign committee and Senate campaign committee of 2 -
- | party may receive up to the $20,000 contributions limitation from a
' single contributor. . ... - .- 7 I
= 'fhis-sectibn_also'pi'ovidés' that contributions made to committees -
which themselves are making independent expenditures are subject to"
~ limitations in this section on contributions to committees. This section
* also makes clear the treatment of such contributions as: those from
- partnerships. those to dual Federal candidates, those to retire debts,
and those related to spouses and minor children. It also provides that
for contribution limitation purposes an election occurs even if a can-
didate is unopposed; it sets a-date for the cutoff of primary receipts
" and the beginning of general election receipts in the case where, be- -
. cause.a candidate is unopposed, no actual election isheld. - - . - -
81102 Contributions by multicandidate committees - - N
~ 'Thissection, covering 2 U.S.C. § 441a(a) S2)«1i_mits the contributions =~
by multicandidate committees, making it clear that a multicandidate-
committee may contribute up to-$15,000 to each of a party’s national
committees, Senate campaign committees and House campaign com-
_mittée. A cross-refercnce is contained to the statutory definition of - -
multicandidate committee, which appears in § 100.14 (a)(3). This sec-
 tion also covers the special treatment for Senate candidates; ‘and has
“identical provisions to those in § 110.1 regarding.elections and unop- -
_posed candidates. T

S ) ' " This section contains the Act’s anti-proliferation provisions under -
" "NOTE: , 2U.S.C. § 441a(a) (1) (5) and pullsinto § 110.3(a) (1) (ii) the-exam- -
" E&J for 110.3 | -plesofsingle limitations found in the conference report. This section
L , -] also sets out indicia of common control for those entities not covered

~ by-the per se definition in the statute. It provides that the national -
committee and House Cam'paiﬁn committee of a party each havea aeg-
- arate contribution limit, and that a state committee and each independ-
" ent subordinate state committee have separate contribution limits, == - -

" This section makes clear that-transfers are not limited in several =
cases, including the proceeds of joint fundraising, authorized commit--
tees of the saime candidate, previous and current campal committees, * -

* primary candidate and the general election campaign and the statutory .
provision regarding transfers of funds between two principal cam-

1 'p‘aign-committees of a dual Federal candidate. This-section also makes -

L.}t clear that party committee transfers are unlimited. ’ ,

'8110.4 " Prohibited contributions * . - R <

- IThis section covers several miscellaneous provisions, including the -

- prokibition’ of contributions by foreign naitonals. contributions in
- the name of another and contributions of currency. The currency pro-

.-




V- - the publicat
. statistics.
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contributions in excess of $50,

o  §110.5 - Annual limitation S e S
This section covers the limitation on individual contributions of
$25,000 to candidate and committees in a calendar year found in 2

~ U.S.C. § 441a(a) (3). This section provides that this limitation applies

. to contributions made to & person who is making independent expendi-

‘§ 110.6 - Earm&rked contributioxﬁxs};v i e D

vision makes clear that acampaxgn must dispose of anonymous cash —

" This section sets out the statutory rthiiréfnents in 2 U.S.C. ‘§:441a"” o

() (e) (8) for the reporting of earmarked contributions and fills in the

- details of to whom reports are to be filed, when and what information
- reports are to contain. This section further provides that in the case

- where a conduit exercises direction or control over the choice of the

~ ultimate recipient, the contribution will be treated as a contribution - -

- from both the original contributor and the conduit.

o §110.7 Party expenditures =~ .

-, This section follows the statutory pr0\4isiohs in 2 U.S.C. §441a(d)

-+ for the national committee and the state and subordinate state com-
. mittees of a political ﬁart‘y to make coordinated expenditures in the
neral election on be

| - pendent expenditures on behalf of candidates on whose behalf the

statute explicitly permits them to make coordinated expenditures. The -~

- gectlon provides suggested schemes for a state and subordinate state
- committees to coordinate their expenditures on behalf of candidates. o
~ . It further provides that subordinate state party committees may make
= coordinate -or uncoordinated expenditure of up to $1,000 on behalf -
of the party’s Presidential ticket. These expenditures are reported to”

alf of presidential, Senate and House candi- o
ates. It further provides that the committees may not make inde- . -

the Presidential candidate’s principal campaign committee, but do not -

‘count against any spending limitations. This provision is derived from

26 U.S.C. § 90191, B e
-~ §110.8 Presidential candidate expenditure limitations . -7
- This section follows the statutory provisions in 2 U.S.C. § 441a(b)

-regarding the limitation on campaign expenditure for a candidate .
receiving Federal funds. It sets out Commission inter retations of - -
when expenditures limits are counted, and in particular focuses on the - o
_ question of fundraising expenditures which may in fact be a campaign -
expenditure. It provides for the separation of campaign activities for

dual candidates, and ,reﬂects.Commission ‘policy on party building "

. activities. -

_ "‘»§110.9. Miscellaneous B o
.. This section covers the statutory provisions regarding violation of

. limitations, fraudulentmisrepresentat»ion of campaign mithority, and
lon of consumer price index and voting age population

i

 §11010 Expenditures by candidates

-+ This section concerns candidates’ expenditures from personal funds,
. and contains a definition of personal funds‘comporting with the statute -
- and the Supreme Court decision in Buckley v. Valeo, and in particular "~ -




| S SRR |
 sets forth what funds are permissible personal funds to be used ina
campaign. - - e e A
$110.11 Communications; advertising | o
 This section pulls together the various statutory provisions regard-
ing the disclaimers and advertising, and follows the statutory scheme
- of providing details for the required disclaimers. KR
- $110.12 Honorariums - R R
This section contains the definition of the term honorarium. sets
~ forth the limitations on the receipt of honorariums contained in the
‘Act, and defines the various terms involved in the honorarium
~ situation. e o . ,




' T:i"EXPLAII\’ATIO..\’ "AND J USTIPICATiON;: FOR Conmnxcn : Ri:aumnoxs_—'-f‘ ,
‘ §111.1 The compliance iiwegulatipris set forth the grocedunes for
. processing dpossible violations of the Federal Election ampaign Act,
as amended,

and of chapter 95 and 96 of the Internal Revenue Code of =~ =

1954. They exs)llain to the public the steps by which the Commission o

-will exercise the power to investigate, concilate and prosecute cases
- involving violations of those statutory provisions. .= - - ;
- . -§111.2 Provision for a complaint by a member of the public is
made in § 111.2 which reflects the statutory requirement that a com-
laint be sworn to and notarized and requires a complainant to set

orth specific facts substantiating the complaint, not merely conclu-

sionary allegations. = SURAR RN
. §111.3 TInitial processing will be handled by the General‘C.ouns‘e.l’s :
~Office, which will prepare a report on each complaint or possible vio-




- Justification fnrRegnlntion‘lflly.w o

intioﬁdiscoirei-ed by the staff in the conduct of the Cohmnissio’n’s

supervisory responsibilities, as set forth in §111.3. This report will .
enable the Commission to determine if there is reason to believe that

the Act or chapters 95 or 96 of the Internal Revenue Code of 1954
has been or may be violated or whether it should authorize initial

inquiries. As required by the statute for all Commission determina-

tions in the compliance area, the Commission vote to determine whether
it has “reason to believe” requires the affirmative vote of four members.
§111.4 The statutory requirement that the Commission notify any-

.one whose alleged conduct has given the Commission reason to believe .
‘that the statutory provisions have been or may be violated is reflected -
_in §111.4. That regulation also provides for the statutorily required
‘opportunity for a respondent to demonstrate that no action should be .
taken against himor her. - . ' '

- §111.5  Similarly, § 111.5 pmvides for any investigation the Com-

~ mission finds necessary, including either the statutorily mandated

investigation of a complaining candidate or any necessary investiga-
tion of anotlier candidate for the same office. -

§111.6 Subsequent to any investigation, the Commission may not . .
proceed unless it finds reasonable cause to believe that the statutory -

* provisions have been or may be violated and attempts to adjust the .
matters by informal methods of conference, conciliation, and persua-
- sion. §§111.6 and 111.7 provide for these steps in the Commission’s

rocessing of cases. . .. ST :
81117 While the Commission, of course, considers that any case -

B ‘may be settled at any time, § 111.7 provides public notice of the man- . -

datory certification period established by Congress in the 1976 amend-
ments. : : ‘ '

 §111.8 The stafufé also mandates that 'thev'Comnﬁssiori wi‘ll' dis-.
close its findings that no violation has occurred, and its attempts to

secure conciliation agreements, including any agreement entered into.
Tnasmuch a5 the statute very specifically requires keeping all notifica-
tions of apparent violations and investigations secret, and then requires .
full publicity after any investigation and conciliation, the Commis-
sion has incinded § 111.8 specifically to reflect that ‘policy here, while

~ reserving for later regulation a full statement of its disclosure poli-

cies under the Freedom of Information Act.’ SR o
§111.9 ' Finally, § 111.9 provides for the Commission’s exercise of
its discretionary power to bring civil proceedings in the event that

it has been unable to obtain a conciliation agreement which satisfac- -~ T

torily adiusts the matter in question. ' - _ B :
§8111.10-14 ‘8§ 111.10 through 111.14 provides for the Commis- .

sion’s exercise ‘of its power to require persons to testify or produce - -

records; éither bv way of subpoena or deposition, and provides, as the ;

statute sets forth, that any subpoena may be issued over the signa-
" ._ture of the Chairman or Vice Chairman. These regulations also reflect

the fact that subpoenas or depositions are an adjunct of the Com-

- mission’s investigatory powers and that their issuance remains at the ;

discretion of the Commission. . -
§ 111.15 . - Tn the Commission’s view, the nature of enforcement ac-. :
tions under 2 U.S.C. § 437g(a) (8) is such that the investigative pro-

ceedings and subsequent Commission actions require that parties out- o

~ ‘side the agency not make ex parte communications on the merits of

individua] cases to the Commissioners and staff responsible for decid-
ing how those cases should be disposed of. - - S :




Exrtaxanos axp Josmmcaniox or Paxr 112—Apvisorr Orixto

§112.1 Requests foradvisory opinioas = Lo
~ This section provides guidance for the proper submission of advi-
sory opinion requests. It allows an authorized agent. such as an at- -
torney, to % an advisory opinion on behalf of the rincipal if the .
rincipal is and has standing as & person identified in the
ct. saction also states that advisory opinions must concem ap-
lication of & general rule of law. which is stated in the Act, chapters AR
3 or 96 of the Internsl Revenue Code of 1934 or a rule or regulation .
&r:scribcd by the Commission, to a specific factual sitnation involving L
requestor. . ' ' ' o
This section implements 2 TS.C. § 437£(a).
§ 1122 Publicavailability of requests = : -
This section provides for the public availability of advisory opinion - -
requests. Requests will be made available to the public at the Com- . ..
~ mission for inspection and purchase. They may also be published by
other methods and in original. edited or paraphrased form. as the -
- Commission considers appropriate. g IR
This section implements 2 US.C. § 437£(c).
~ §$1123 Writtencommentsonrequests - c
" This section provides for the submission of written comments by -
~* the public on advisory opinion requests +within 10 days aiter publica- -
- tion. which the Commission may increase or decrease. It also gives in-
structions for submitting the written comments and provides author-
ity to extend the commaent period in & particularcase. -~ S
“This section implements 2 US.C. § 137£(c). -

© §112.4 TIssuance of advisory opinions

This section provides for the manner of issuance of advisory opin- =
 jons. Thesa opinions will be sent to the requesting party and made
- public. The section points out that o%im‘ox,n can only pertain to the -
- Act. chapters 95 or 96 of the Internal Revenus Code of 1954. and pre-
scribed regulations of the Commission. The section also follows the
‘language of the 1978 Amendments and Conference Report (p. +i) . .
- concerning restrictions on the use of the advisory opinion procedure
© to state certain ‘Eneul rules of law until they are prescribed as a rule
- or regulation. The statutory language restricting opinions of an ad-
isory nature is recited in § 112.4(d) of the regulation. S
~ This section further implements 2 T.8.C. § $371(a).
§ 1125 Reliance on adrisory opinions

This section closely follows the language of the 1976 Act regarding -

~ those persons who may rely on an advisory opinion. It provides thac
- a person is not subject to any sanction in the Act (ar chapters 93 or
96 of the IRC) if that person (1) is involved in a specific transaction -

. or activity which is indistinguishable from the transaction related in =~ =
the request. and (2) acts in good faith and comsistent with the ad-
_visory opinion. = AT ST

This section implements 2 TS.C. § 437£(b). ‘

3

- on wn.
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Lo ! . . v 4 L 79 . . : * .
‘§$1126 ‘Rccohs_ide'ra‘ti'on'otadviséry 6pinioh; | T
~_ This section allows the Commission to reconsider advisory opin-
~ ions upon request of the party who submitted the oriﬂm' 1 request or
- by a Commissioner who voted with the majority which approved the
~opintom. - : S o ‘
This section generally implements 2 T.S.C. § 437£. See also2 T.S.C.
3 437c(e) whica relates to written rules for the crnduet of the Com-

5 mission’s activities. . B _ o R




- $118.1 Definitions | T

(8 This subeection defnes “funds donated” ns all funds PRI

" for the purposs of supporting a Federal or state officeholder’s activi-

- ties except for sppropriated -funds or personal funds of the office-

(b) Office account is defined as an account established for the pur-
poss of supporting an ofcebolder’s activities, but does not incinde

‘accounts ‘containing appropristed funds or accounts consisting ex-
clusively of the personal funds of the oficeholder. Because of recent

 chanews to the House Rules regarding the fanding of offceholding '
support activities, the concept of “franking account” bas been alimi-

(¢) and (d) Federal and stats oficsholdar sre defined separately

to mean the Pnddnt.mbondﬂn!morm,cruy elected

 mateoficsholder.

: "(e») ‘Excess caﬁibni'gxli“tu‘nids is defined ufunds which exceed the

" ammount needed by s candidate to defroy campaign expenditures.
the uses to-which excess campaign funds may be puc are sec out.

. $1132 Teeof funds
" This section makes clear that any escess campaign funds and.funds
donated may be used to defray espenses incurred in the ordinary -
~ course of holding federal office. They may also be Jonated to 3 charity
~ or may be used for any other lawful purpose including campaign .
contributions to other candidates. Such contribution would, of course,

'be subject to the normal limitations on amount.

. $1133 Deposits of funds donated to a Federal or tSate officeholder .

¥ This section provides that all funds donated must be deposited

. in either 3 campaign committee’s account or an office account. - -
 $113.4  Reports of offics sccounts S e T T
" The reporting provisions in the regulations require tWO reports per - -
year, dntp:n.ling 13 and October 15?%:0’ upom are filed inpt.in snl:ef ~
reports, both for Fedesal officeholders and state
-~ offceholders, who begin to report when attaining candidate status. .
" The reports must contain the same information as would be filed -
by a political committes regarding all -receipts and disbursements.

~ places as cam

~ e3cept that cash contributions over 350 must reported.
$113.3 Contribution and Expenditures limitations | i

‘This section provides that contributions to or expehditures from

= an office account are subject to contribution and expenditure limita-
. tions if they are made for the purpose of influencing o Federal elec-
 tion. This section also provides that an ofice account may except treas- .

ury funds from s corporation or union, but if those funds are received

_ by an office account. the offics account may not be used for campaign
_ related pu This provision is consistent with the Commission’s
" trestment of any committes or account conmmnxhi:nds which, though
n election law, may -

' wce&tablo under state law or Federal law other t
not | used ineomcﬁon with s tedcul glection_.




i (8) Contridution and Ezpenditure.—~The Commission has set forth
_in this definition all of the various provisions of the Act and of the
" regulations which are applicable to corporation and labor organiza-
- -tion activity in connection with & Federal election. In § (s) fl.;“t e

2. words “or any other person” were added to the basic definition in 2
 T.S.C. § #1b(b) (2) to maks clesr that corporations or labor organi- -
. zations may not make independent espenditures on behalf of Federal
" candidates. The prohibition on independent expenditures is based on"
.- - the legislative history of the section. For a discussion of the legisla- -
- tive history see U.S. v. International Union. Etc., 332 US. 367, v S.

.. Theevil at which Congress has struck in §313 is the use of

. corporation or union funds to influence the pudlic at large

" “to vota for a particular candidate or 3 particular party. 332
- U.S.8t 539, 77 S.Ct. at 340 (emphasis added). -~ - .

 Subsection (2), by exempting the listed activities from the definition
‘of contribution and expenditure. sets forth the permissible bonnds of .

. corporate and labor organization activity in connection with'a Federal -

-~ election. The specific exemptions contained in 2 T.S.C. § +1b(b)(2)
- (A). (B).and (C) arein § (8)(2) (i). (ii), and (iii). Since the pay-

 ment of honorarium (within the meaning of 2 TS.C. J#ili) Bex-




emptéd ffrom the definition of contribution in .?.T.'SC § 431( 9) ( 5) ('I)',’ .

-~ the Commission excluded the payment of honoraris, including actual =
- travel and subsistence expenses, by corporations or labor organiza-

tions from the prohibitions of this Part. In addition, the vendor .

exemption in 2 U.S.C. § 431(e) (5) (C) is made applicable to corporate -

‘vendorsby § (a)(2)(V). . o T

~ The exclusion of payment for legnl or accounting services by the .
regular employer [2 U.S.C. § 431(e) (4) and (f)(£)(J)] from the

- general definitions of contribution and expenditure was, in the absence

~ of legislative history to the contrary, extended to corporations and

labor organizations if they are the regular employers of the persons

providing the services. The last senténces in § (a) (2)(vi) and (vii)

- ‘were added to make clear that extra personnel may not be hired by

~ the corporation or labor organization to provide the services.

- Subsection (a) (2)(viii) exempts certain activities in connection -
- with national nominating conventions. Subsection (ix) extends the =~

~exemption in 2 T.S.C. § 431(e) (3) (H) to corporations and labor or-

ganizations. Finally, § (a)(2) (x) makes clear that any activity per- o

- mitted by Part 114 is not considered a contribution or expenditure.

The Commission rejected amendments to this section which would. " )
-under limited circumstances, have allowed a corporation or labor or- =~

ganization to place ads in programs of political parties for national,
state or local conventions. T%e gommissxon partially based its decision

on Int. Rev. Code of 1954, § 276, in which Congress viewed advertising -

- ina convention program of a political party as an indirect contribution -

" if any part of the proceeds directly or indirectly inures to or for the

use of 2 political party. -~ -~~~ T .o
~ (b) Estadlishment, ddministration and Solicitation Costs.—The
purpose of this section is to indicate the scope of the establishment,
- administration and solicitation exemption in (a)(2) (ii1). The ques-

tion of the deductibility of the establishment. administration and - .

solicitation costs should be addressed to the Internal Revenue Service.
- (e) Ezecutive or ddministrative Personnel —~This definition incor-

- porates the statutory definition and the explanation in the Confer- .

~ ence Report. A. Conf. Report 1057, 94th Congress. 2d Sess.. p. 62

- (1978). The exclusion of former or retired personnel who are not stock- e
“holders [§ (c) (2) (iii) ] is based on the ordinary meaning of the word SR

% ‘employee and personnel—one who works for another. Cf. dllied =

 Chemical & Alkali Workers v. Pittsburgh Plate Glass Company, 04

-~ T.S.157.92S.Ct. 383 (1971).

- The references to consultants. in ¢ (c) (2) (iv). v'nﬁd"tb 'ind‘ii'idlxuls j
on commuission. in § (c¢)(3). means that such persons may be con-

sidered ‘employees if the corporation has the responsibility for the =~

_collection of. and liability for, that person’s withholding tax undes

_~the Internal Revenue Code. If such relationship exists and if the in- .
dividual has policy making. managerial. professional or supervisory =
‘responsibilities, then the individual will be considered to be within the -

~ definition of executive or administrative personnel.

- The reference to the Fair Labor Standards Act anvd the »t‘é,milat'ion's"i SR

- issued pursuant to that Act serving as a guideline is based on a dis-

N cussion of Senators Packwood and Cannon in the conference debates.

122 C'ong. Record 56367 (daily ed. Mav 3.1978). =

(d) Lador Organization—This definition is the definition in 2 =

TSC.{ubb)(1).

R
=




~ will be considered a member if ] R
' uirements of the organization. The reference to membershipin a- =
federation of unions is based on a reference in the 1974 legislative his-
“tory which indicates that the communication exemption extends to
~+ . communications by a federated organization of labor unions. 120 .-
. Cong. Record H10330 (daily ed. October 10, 1974). The Commission is
. of the opinion that a membership or, anization, which is subject to =
-2 U.S.C. § 441b, must have been established for purposés other than

"" = (e) Members—This definition

e or she satisfies the membership

making contributions to a Federal election. This is supported by the

~-communication exemption for membershi groups in 2 U.S.C. §431 -
- (f) (4) (C) which does not af:ply to a membership organization which = -

i e purpose of influencing a Federal elec- .=
sentence of the definition of member was | IO
- added to indicate that a person will not be considered a member for R

- - the purposes of the communication and solicitation rightsof 2USC. - -
 § 441D if the only requirement for membership in the organization is

- '1s organized primarily for t
_tion. Accordingly, the last

" acontribution tothe organization’s separate segregated fund.
(f) Method of Facilitating the J‘}

~ provides examples of the term used in the statute.

. (h) ‘Stockholder—This definition is based on an explanation by .
~ Senator Cannon of the conferees’ intent. 192 Cong. Record S6481 -

* (daily ed. May 4, 1976). This definition would include emiloyees who =~ -
~ have purchased stock through an employee stock ownership plan if . .
-+ the employee has a vested beneficial interest in the stock, the control =
- over any voting rights, and the right to receive dividends directly. - -

(i) Voluntary Contributions—This section defines the term used in

- 27U.S.C. § 441b to mean generally contributions which were given by
- individuals who were told of the political purpose of the fund and of .

" their right to refuse without reprisal and who freely gave without = .. o

~ any coercion or the threat thereof. See 114.5(a) infra.

. §114.2° Prohibitions on Contributions and Expenditures. i L
.-~ This section sets forth the statutory prohibition on contributions -
- " and expenditures made by corporations and labor organizations. The
. prohibition on contributions and expenditures by national banks and
. corporations organized- by authority of any law of Congress runs to =~
*_ state and local elections, as well as Federal elections. Subsection ( a)(1) .
allows national banks and corporations organized by any law of .

- Congress to engage in the activities permitted to corporations generally
- under this Part if other laws which these entities are subject to so-

~ permit. The term corporation, as used in this part. includes national

. banks and corporations organized by the. authority of any law of o e
. Congress. .~ R e A
-~ $114.3 Partisan Communications. = .

“This section concerns partisan communications by a corporation to '

lgener‘aitlyly means that an individual

l ; aking of Voluntary Contribu- =
-~ tions.—This section defines the term used in ¢ U.S.C. § 441b to mean =~ . .

- the manner in which contributions are collected or received. - QISP N
- (g) Method of Soliciting : Voluntary Contributions.—This section

" its'stockholder and executive or administrative personnel and their

- families or by a labor organization to its members and their families: -
~ Subsection (b) indicates that such communications are sub]ef(_:tj tothe

| ~ reporting requirement of 2 U.S.C. §431(f) (4) (C).

2
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' Enmples_ of the mgnner,y in ’wl.xich’ ‘pzii"tisari- éommunicatiOns 'may :
be made are set forth in § (c). It is clear that a corporation or labor

- organization may express its views on candidates. U.S. v. C.1.0., 335
‘U.S. 106, 68 S. Ct. 1349 (1948). However, it is the Commission’s view
that this provision extends to.the corporation or labor organization’s v
~ distribution of ¢s views as, for example, to why a particular candidate =

will best serve the interests of the corporation or labor organization

and is nét intended to be simply a means for distributing campaign -

- materials produced by the candidate, his or her campaign committee,
~or authorized agents. This position is analogous to the statutory treat-

“ment of independent expenditures which allows a person to make

. the candidate on those particular issues. Al
~ in the above examples would, of course, have to be printed or repro-
- duced at the expense of the corporation, labor organization, or the =
~~separate segregated fund of either. Materials which do not support
.- particular candidates do not have to be printed or reproduced at the = -
. _-expense of the corporation,labor organization, or the separate segre-'
 gated fund of either. . - . o T T
- _Although recognizing that allowing a corporation or labor orga- = =
~nization to invite a candidate to address its respective permissiﬁlle Lo
- group is not, in the strictest sense, a communication of the corpora-
- tion or labor organization, the Commission, nonetheless, chose to allow .~ -
_for such activity [§ (c) (2)]. Candidates appear frequently at labor = = -
- organization conventions, corporate executives’ meetings, and similar '
- functions. Such appearances are clearly distinquishable from the re- -
- publication of a candidate’s campaign materials in that “overruns”

- unlimited indeglendent expenditures expressing his or her views on a - -
idate but removes expenditures for the production

- -and distribution of a candidate’s campaign materials from the inde-
. pendent expenditure category and treats such as contributions.to

particular can

the candida_te.2_U.S.C.?441a 7)(B). o S e
Subsection (c) (1) allows, for example, a corporation or labor .or- -

. ganization to distribute to its permissible ﬁrqu editorials supporting
- particular candidates ; pamphlets stating t ; -
organization supports the views of a particular candidate and quot- .-

ing from campaign literature prepared by the candidate which sets

i forth the candidate’s views on a particular issue of importance to the -
corporation or labor organization; or sending a letter stating that the
corporation or labor organization supports a particular candidate’s

position on certain issues and enclosing a cop{' of a s‘pflsecg-givﬁn‘bg ;
‘materials distributed

of such materials can easily be waylaid for distribution to the general

. public. The potential for evasion of the prohibition on contributions .. =~
- and expenditures is virtually non-existent since the provisions of S
8§ (c) (2) apply only to functions by a corporation for its stockholders
. and executive or administrative personnel and their families or by a
.+ .labor organization for its members and their families. el _
.. The corporation or labor organization may suggest in a communica- -
- . tion sent to stockholders, executive or administrative personnel or

members that they contribute to -a particular candidate or political .

, - committee and provide the cendidate’s address. The corporation or .
1 labor organization may not, however, facilitate the making of con- ~
~ tributions to a particular candidate or political committee, other than

i ; its separate segregated fund, as by providing ’gnve]ope‘s-addtjessed to"

A
kd

at the corporation or labor -



' the candidate or committee or enrolling persons in  payroll deduction
- - plan for contributions to that candidate or committee.: ~ - JEECEE

The provision for phone banks, § (c) (3), is based on discussion in -

" legislative history. See, for example, statement of Senator Packwoo d S
- 122 Cong. Record S3555 (daily ed. March 16,1976). . -
~_ Subsection (c)(4) provides for registration and get-out-the-vote

. drives by & corporation aimed at its stockholders and executive or ad-

“ministrative personnel and their families or by a labor organization -

 aimed at its members and their families. The provision provides that o

~ the “pure speech” aspects of the drives may be partisan, such asurging - =

i - individuals to vote for a particular candidate, but that when the drive - -
- involves “speech-plus” activity, the drive must be conducted in a

‘nonpartisan manner. The nonpartisan requirement is based on 2 ..

o ~ US.C. §441b(b) (2) (B) and a discussion of this provision by Con- :

ssman Hansen in the 1971 Amendments. 117 Cong. Record H11478 3

* (daily ed. November 30,1071). -

. § 1144 Nonpartisan Communications. .~

~_ Asprovided in2 U.S.C. § 441b(b) (1) (A), nonpartisan communica-
- tions on any subject may be made by a corporation to its stockholders . -
and executive or administrative personnel and their families orbya . . -

labor organization to its members and their families. [§ (2)].

s (b) Candidate and Party Appearances—Subsection (b) allows 2~

- corporation to permit candidates or political party representativeson - .
 the corﬁ)orate premises to address or meet employees in addition to. =~

-’ stockho

on the labor organizations premises to address or meet employees other

-~ than members. This provision is based on traditional types of “good. =~ -

- ders and executive or administrative personnel and a labor - -
- organization to permit candidate or political party representatives

government” programs established by corporations for all employees

~ and the traditional practice of candidates touring the facilities to =~

- shake hands with employees. In the conference debates, Congressmen .

B - Wiggins and Hays agreed that the bill would allow such activities to ,

- continue if the programs were conducted on an ecgi{itable and non-
‘partisan basis. 122 Cong. Record H3781 - (daily ed.

. ‘corporation or labor orsganization ‘which has permitted a candidate

" (or party representative

L ; | ay 3,1976). To. =
- comply with the nonpartisan requirement, the regulation requires the . - -

on its premises to permit all other candidates = - 8

L ‘(or party representatives) for that seat the same opportunity to o 'b
Lo ApPear. o o T e
- The Commission recognizes that, for example, the separate segre- =

- ~gated fund of a corporation may have contributed to one of the

~ candidates or the corporation may have sent a partisan communica- -

. .tion to its executive or administrative personnel endorsing one of the =

- candidates prior to the appearances of all the candidates for that seat. . L
. However, since-the group addressed by the candidates consists of ~ .=~

- 'employees outside the partisan communication exemption, the corpora- . -
- tion may not make any endorsement of any of the candidates in con- - -

o junction with the appearances under this section. This limitation, of =

course, applies to appearances by candidates on labor organization

- facilities before employees who are not members. [§ (b) (4) and (5)
-+ . and (c) (1) and (2)]. If the audience consists of both executive and

yantc o administrative personnel and other employees who are not stockholders - i

Ty
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= or employees who are not members, the nonpartisan requirements of -
-~ .%his section override the right to make partisan communications to” -
.. ithe more limited group. Clearly, the separate segregated fund ofa
.~ corporation or labor organization may not make a contributiontoany . - o
-+ of the candidates at the time of the appearances; the corporation or ool
. 1abor organization or its separate segregated fund may not endorscone -
- - -of the candidates at the time of such appearances, - . - .o
.+ If representatives of political parties make appearances on behalf
‘.gfj"o'f candidates f.or a particular seat such an appearance would be con- -
- -sidered a candidate appearance to the extent that independent can-: - ..
o ;_.;ildates for that seat who request must be given the same opportunity = - .
- (c) Nonpartisan Registration and Voting Information—Subsec- - " " i
. tions (c) and (d) draw the line between “pure speech™ and “speech '~ '
.+ plus” activity as was done in § 114.3(3) between § (c) (3), phonebanks, =
-, and § (c) (4), get-out-the-vote drives. Under § (c), a corporation or . =
.. labor organization may, in clearly defined nonpartisan fashion urge '
“ . 'the ,emfpfoyees,of a corporation or labor organization to register or =
.- vote. If the communication is directed to both executive or administra- -~~~ o “
. tive personnel and other employees who are not stockholders, thenon- = i
. partisan requirements of this section are applicable. This section is .
. limited to posters, newsletters, or the like which state, for example,
- “vote”, “support the candidate of your choice”,” “contribute to the
- .:i-candidate of your choice”, or similar nonpartisan messages. Informa-
- .tion about particular candidates is limited to either the reproduction
- . of the entire list of candidates on the official ballot or to the distribu- -~ .=~ ¢ .o
- tion of voter guides prepared by organizations that do not endorse: . -
. : candidates or political parties. A corporation or labor organization .- G
-~ . may distribute to the general Fubli’c,’ where State law permits, official -~ .
" ' registration-by-mail forms, if thedistribution is done in a wholly .
-+ 7 ‘nonpartisan manner. ‘. SR T e L R
v (d) Nonpartisan -Registration and  Get-Out-The-Vote Drives.— " . =
" “Subsection (d) pertains to actual registration and get-out-the-vote . -~
© drives, such as assisting persons to register, transporting voters to the S
+. " polls, and providing babysittinﬁ service to enable voters to go to the -
~" polls. This regulation follows the Conference Report language which - f
" requires the drives to be jointly sponsored with an organization that '
©.- 7 does not endorse candidates or political parties and conducted by that
. organization. H. Conf. Report, supra, pp. 63-64. These drives need

e - not be limited to employees of the corporation or labor organization -

- but mayreachthegeneral public.. -~ =~ oTes Tl
.. Subsection (4) allows the organization conducting the drive to use
" 'the facilities of the corporation or labor organization, such as setting

© . “up a table in a'department store to register voters. This subsection .

. .allows the employees of a corporation or the members or employeesof .

.7 alabor organization to assist the organization which is conducting the -~ =

=+ drive. The employees or members must, of course, be under the direct
* . -supervision of the organization conducting the drive and must adhere =~

- tothenonpartisan requirements of that organization.. - .

- §114.5 Separate Segregated Funds. .~~~ S
"0 (a) Voluntary Contributions to a Separate Segregated ‘Fund.—
'+ This section centralizes the requirements of the Act relating to separate
.~ segregated funds- established by corporations, labor “grganizations,
~.memkership organizations, cooperatives, or corporations without capi- -







h&c) &{mbmlup in Scpanm chngaud Fund.: -The Comxssxod
informed that corporations or labor o ations which'
 have established separate segregnted funds have ucilized the form of
"'wbcxsh.lp in the separate segregated fund as a means of encourag iy
- ing participation. This section. specifically allows separace se i
' funds to provide “membership” status to contributors’ pmﬂg?dguhac'
zho fund accepts all contributions within the contribution limications
and that the member-contributor is noc given items of value in ex-
for his or her contribution. No fruter rights of communica-
" tion toor tsg}mtauon from “ﬁoh?bors of the separate sem%ated fund
‘sccrus to the corporation ¢ or r orgamznnon asa rault ) mng tae
“mmbersth" form. o
(d) C'on:rol of Fundas. —A. corporanon. labor orgnmzatxon ‘mem-
mmon. cooperative. or corporation without capiral
stock mv the disbursement of the voluncary contributions to.irs
aptuu ed fund. includirg the determinacion of the candi-
*idates to whom th. contributions m mdo. Pzpeﬁttm v E'.S‘ .mpm.
401’1'.'.5 at 426,92 S, Ct. at 2270. -
- (s) Disclosure.~This section bnngs to: ther the ratxous dxsdosum
uirements for separate segregunced fun :
zu} Contridution Limits. —eeQWe Q,mcated funds as pothc..I
couumme are subjece to the applicable contribution limits. -
{g) Solicitations.—This subsection sets forth the lumta::ons on .
solicxtatxons by corporacions and labor organizations and their. sep-
-arate segreguted funds as provided in 2 T.S.C. § H1b( b) (4)(A). Tais
" subsection specifically allows a corporation to solicit the stocichoiders .
- and executive or administrative personnel of its subsidiacies. branches.
. divisions and affiliates. There is in the 1974 debaces that indi-
. cates that the communication esemption esrends to communications -
bv & parent corporation oan behalf of its subsidiaries to stoclkholders
(du rmissible group ander that amendment). 120 Cong. ecord
(daily ed. October 10. 1974). The Commission’s rationale for
;thl solicitation right is that all of the political committees se¢ up bv
. the corporation. its subsidiaries. branches. divisions and affiliaces will.
"under the anti-proliferation. pr:maons of the Act. be snb;ect o a
 single contribucion limiration. - i
e ) Commission considered and tejec*ed. an opnon to permica 1..oor -
" ion to solicit the executive and sdministracive personnel nfa
la.bor organization who are not also members. The ba.sa for thac d~c'-
swn was that the statute refers only to members. :
(b) decidental or Inadvertent Solwztctm—‘l'he Com.xmsnon rec -';-'
opms that because of sales of stock or turnover'in emplovees or
. members a ration or labor organization may accidencally or in-
sdnmdy solicit an individual bovond its- permissible group. IZ the
co ion or labor organization | has used its best efforts to maintain
o ed information and if the error is corrected immediacely, acci-
dmtsl or inadvertent solicitation will not be deemed & violation. -
(1) Communications Paid jor Wulz Voluntary Contributions.—This
snbucuon wasg added to mka clear that there 1s'no restriction on ‘the
gronp to whom a separate segregated fund may communicaca 56 long
“as voluntary contributions are used for the communicacions. The Acz
" places a lnmhaon on co;ypo of communicacion in that a separate -

wsnruod whom xt may sohcu bv "T.‘.., C 9,41b -
mh A, (B) Chsd D) ol oL




2 (§) dcesptance of Contridutions.—A saparats segregated fund maj

S Y. @ u:z:?mud egntributibns; {rom persons Othm:P“mi??d by

.- the Act to maks eont_ribucions.f‘_hfommg persons of the tight to-

o (k) Availadilily of Methods.—This subsection follows cke language S

oot R C’.S.%j +1b(b) (8) and sers forth the requirement that'a cor- -

. poration, including any of its subsidiaries. branches. divisions, or adil- - -

© . lates. that uses a method for its stockholders and executive or admin- -

. -istrative personnel is required to make that method available to & lubor

" orgunization representing any members working for the corporation

- or any of its subsidisries. branches, divisions, or affiliates. The method

. is to be made available to the labor o paaization for soliciting or facili- .

. tating voluntary contributions from rts members. This subseczion does

~ not reach the question of making methods sviilable for the wricten -
. solicitation under 2: T.S.C. § +i1b(b)(4)(B). The availabilicy of
- methods for that written solicitation isin § 114.6(s). = R L

" The ission has set forth in the re tion savaral axamples

. to illustrate the operation of this provision o thedct. .

- (1) Methods Permitted by Law to Labor Organizations.—~This sub-

- Section is 2 T.S.C. § +41b(b) (1) (3). The Commission interprets this =

. provision of the Act as a repeal of Section 302 of the Talkt-Earzley

- Act which prohibited labor orgunizations subject to that dct Hom

. using a check-off for voluntary concributions. The legul impediments -

.7 to s labor organizarion’s use of any method permitted by law 0 a cor-

. poration is eliminated by chis provision. Such methods are not, how-. -

- ever, axtomatically made available to a labor organization. &. fonf. -

‘§ 146 Thwice Yearly Solicitations. =~ - G e g T

o s section | i ~under 2 T.3.C. § £1b

-~ This pertains to solicitations , .C..
~(b){4) (B). Ths corporation and/or its separara sagregated furd has
- the right under § (3) to maka two written solicitacions uader the
- provisions of this section in any calendar year. of employees. ozher
. than Rockholders and executivs or administrative personnel. and thsir
o families. A labor organization has the right to maks two written
. solicitations under the provisions of this section of emplovees who are
... not members, the executive and sdministrative personnel.'and the
" sockholders, and the families of each) of & corporation at whish the
" labor orzanization repressnts members. A R R e e
. (o) Written Solicitation.—This subsection sets forth the statutorT
. requirement all solicitation be by mail addressed to the emplovees’
+or stockholders’ homes. The solicitation musz discloss the anonymity
.. requirements of the Act and the existencs of the custodial arrangement
oA ma by 3 corporation or labor organization to ‘individuals
wfho may be solicited ngdf;rn tdh.ls ,se‘e.:i}on"an.no%ncing the establishment
~ of o separate segregated constitutes a solicitation. Senrator Allen.
21123 C'ong. Record 34133 (daily od. March 24,1976). . . . - .
- (d) TAe Custodial dArrengement.—This subsaction is the “spelling
- out” of the anonyTmity requirement of the Act. See statement of 3ena-
* " tor Cannon, 192 Cong. Record S4134 ( daily ed. Marca 24, 1975). The
. corporation or labor orzanizazion must establish a custodial armnge- |
- ment. The writtan solicitation’ {or recurn envelopes enclosed therein) | -

| mus give the réturn address of che castodian. The cumodian will ~»-




T ‘c'e;lve:;a'lvl contributions; keep the mqun'ed récbrds; vd'ep'osi(‘: all cohtﬁ-

- butions received in a separate account; forward the total amount of

- contributions received by check drawn on that a.ocoutxgato the separate

o se egated fund; and provide the separate segrega

- information that it is required to disclose under the Act. The custodian

~  may not be an officer, stockholder, executive or administrative person-

~nel or member of the corporation or the labor organization conduct-

f - ing the solicitation. In addition, the custodian may not be an officer or
g emﬁloyee of the separate segreg,ed fund except that a custodian -
(w ve)

o0 18 not one of the persons may serve as the treasurer of

_ the separate segregated fund and perform all of the recordkeeping

" (e) Availability of Methods.—A corporation or labor organization
-~ may not use a payroll deduction plan for facilitating contributions = -
- sohcited under this section. See statements of Senator Cannon, 122

" and reporting requirementsof the Aet. =~ =~ e
.~ If the custodian is not the treasurer of the separate segregated fund, -
| the treasurer must provide the custodian with the identification and
- amount contributed directly to the fund by individuals solicited under -

these }i»‘rovisions. The custodian needs this information to comply with
his or her recordkeeping and reporting obligations. S '

. Cong. Record 54156 (daily ed. March 24, 1976). The Commission is of -

~ the opinion that the required anonymity is not maintained if a pay- - - - |
- ‘roll. deduction-plan is used. ' o :

Subsections () (2) and (3) follow the expressed intent of the con- =

- ferees. H. Conf. Report, supra, p. 64. If the corporation uses an in-
- house method, it will be required to make that method available to a
.-labor o ization which has the right to make a solicitation under this

section. If the corporation does not wish to disclose the names and ad-

. dresses to any labor organization, the corporation and labor orga-

nization are required to retain an independent mailing ‘service.

" The independent mailing service will make the mailing for -

-+ for the corporation. The corporation is required to make the names
~ and addresses of the individuals the labor organization is entitled to. -
- solicit available to the inde&ndent mailing service so that the service

T may do a mailing for the labor ) o L :
. Subsection (e) (4) requires a corporation to notify a labor organiza-

rorganization. =

-~ tion prior to the time any solicitation is made under this section. This

i ~provision was adopted by the Commission to prevent the situation "

~ arising where a corporation sends a solicitation so late in the calendar-

' year that the labor organization does not have the necessary time to

 ‘make a solicitation in that calendar year. If this were to occur in the
- year preceding the election, the practical effect would be that the cor-

poration would have had three opportunities to solicit contributions = -

. . for the election year. If the labor organization, due to the constraints

of time, were unable to make a solicitation in the calendar year before

~ .. the election, the labor organization would be limited to two solicita-

tions for that election year. With the addition of this section, the corpo--
ration is required to notify the labor organization of its intent to make

! o solicitation. This notification must be given in advance so that the.

~~ !labor ofianization'hzis a reasonable opportunity to make a solicitation
7 during t

e calendar year in which the corporation makes a solicitation.

. Subsection (e) (5) incorporates the conference report language in
- that regardless of the number of labor organizations which represent -

"~ membersata given corporation, only two letters requesting contrihn- -

fund only the



~ tions for labor organizations’ separate segregated funds may be sent
“to employees who are not members of that union and the stockholders

- of the corporation and their families. Since the various labor orea-

. nizations all have the right to make a solicitation, § 114.6(b), g

- Commission focused on the fact that any given employee or stogk-

‘holder could receive only two mailings per calendar year from labor

‘organizations. Consequently, this subsection allows several.labor or- -

~ Zanizations to join together, and a single mailing may contain requests
s for contributions to each of the labor organization’s separate segte-
- geted fund.. f A T
. "$114.7 Membership Organizations, Cooperatives, or Corporations
UG . without Capital Stock. PRI E IR
" The provisions of 2 U.S.C. § 441b(b) (4) (C) are contained in § (a).

Although corporations, national banks, or labor organizations may be
_.'members, this section in no way waives the prohibition on contribu- )

- “tions by such entities. § (b).

~ - Subsection (c) follows language in the Conferéhce Rép’ort andan

~cxplanation of the conferees’ intent by Senator Cannon. H. Conf. Rept.,

-supra, p. 63 and 122 Cong. Record S6365 (daily ed. May 3, 1976). The
~ Commission rejected a proposed amendment to this section which
~ would have allowed a trade association to solicit the executive and
" administrative personnel of its noncorporate members. The Commis-

: “sion could find no legislative history supporting the proposed amend- - .

ment. The Commission has elsewhere followed a strict readin of -
the statutory word member, as was the case with the question of ex- -

- tending solicitation rights to the executive or administrative person- = B

- nel of a labor organization who are not members. In addition. a sole
- proprietor or partnership which is a member is not subject to pro-

~ visions of this Part and may, therefore, solicit its partners and em-

" ployees on behalf of the trade association. SO
- S}t'lbsect'ion (d)_recognizes that certain professional groups or firms,
~ such as doctors, lawyers, or accountants, may have corporate status

- . under State law. The provisions of this Part on voluntary contribu-
- tions to separate segregated funds, § 114.5(a), are applicable to mem-

]bership'or%lanizations, coopera,tivesf and corporations without capital =

. stockandt eir separate segregated funds. § (g).

- 'The right of a membership organization, cooperative, or corpora- - -

__tion without capital stock to communicate with its members is based.

. ~ on2U.S.C. §431(£) (4) (C).which exemnpts communications by a mem- * - e
_*bership organization to its members from the definition of expenditure

* if the membership organization is not organized primarily for the pur-

- pose of influencing Federal elections. (The 1976 amendment to this sec- R
~.tion make certain of these costs reportable.) Again, this conmunica- =~ -

_ tion right distinguishes between a communication of the organization’s
own views and the use of the organization’s resources to aid in the
__distribution of a candidate’s material. Under the Act, expenditures

~ for the dissemination, distribution, or republication of candidate ma-
- terial are considered a contribution to the candidate. 2 U.S.C. §441a

- (a) (1) and H. Conf. Rept., supra, pp. 55 and 59. Consequently, such .~

.~ expenditures are not within-the communication exemption to the
- definition of expenditure. There is no corresponding exemption for
* membership organizations to the definition of contribution. :
L BlTIE—7r—8 S

A :
-
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o The reference to mutual life insurahce'co}ilpﬁﬁiés in 13 (i) is based “
on 1 ‘ ecord S6478
(daily ed. May 4, 1976), discussion betwe'e_n Senators Cannon and -

on a discussion in the conference debates. 122 Cong.

- Allen. , o - o o ‘
Subsection (j) prohibits a membership organization, cooperative, or

corporation without capital stock or a separate segregated fund estab-

~ lished by such organizations from soliciting contributions from sepa-
rate segregated funds established by its members. This subsection is

- based on the statute which extended the solicitation right to members
- ortothe stockholders and executive or administrative personnel of cor-
- porate members only. This prohibition; applies equally to membership

" tions from separate segregated funds (political committees) estab- -

- lished by its corporate or noncorporate members. Although the sepa-
* rate segregated fund of a membership organization, cooperative, or
- torporation without capital stock may accept unsolicited contributions,

L informing persons of the right to accept unsolicited contributions isin-

- tself a solicitation. This subsection would not prevent a trade associa-

- tion, once it has obtained the required approval, from working with the
- officers or employees of a corporation’s separate segregated fund when
- making its solicitation of the stockholders or executive or adminis-

. trative personnel of the corporation.
.'§ 114.8 Trade Associations. - '

-~ (8) Definition—The general definition of a trade association is.
- based on the treatment in the tax code of business associations. See .
~ Regulation Section 501 (c) ( 6) of the Internal Revenue Code of 1954.
. (¢) Limitations.-—The statutory limit on solicitations by trade as--
- sociations of the stockholders and executive or administrative per-
sonnel of member corporations is contained in § (c).2U.S.C. §41b - ..
e f} one trade association has the right, after ap-
. proval has been obtained, to solicit a member corporation, two trade .
~associations could not engage in a joint fundraising of the stockholders e

’ = (b)(4) (D). Since on

- and executive or administrative personnel of a member corporation.

.- (d)_Separate and Specific Approval —The Commission has inter-
' preted the statute as requiring a two step process: ( 1) the member
.~ corporation must first approve the solicitation; and (2) after the ap-
.~ proval has been received, the trade association may solicit the persons

- ‘approved by the member corporation. The trade association is required -

. to keep a copy of all approvals which it receives for three years from
. the date of the approval. § (d) (2). Three years is the standard record

~.maintenance requirement of the regu]a‘ti‘.ons. 2 U.S.C. §436(a) and

g10a12.

Because corporations may wish to see the solicitation materials a
..~ trade association would use to solicit its employees, the trade asso-

- ciation may enclose one copy of roEosed solicitation materials in its

-request for approval. § (d) (3). Such a mailing will not be deemed a
solicitation. However, any mailing which contains. solicitation ma-
terials in bulk or any reproduction by corporate personnel for distri-

- bution to the stockholders or executive or administrative ersonnel to- -

- solicit contributions will be deemed a solicitation and subject to the
limitations of this section. The trade association may address the
Tequest for approval or communications other than solicitations to -

A
-




_the designated ith. whom the corporation regularly
- The Commission rejected an’ option which would have provided an
‘. exemption from the two step approval/solicitation process for trade
. assoclations with corporate members of fewer than ten stockholders or
- five executive or administrative personnel. Under the option, a trade’

.- association could have made a simultaneous request for approval and
- enclosed materials for solicitations of the stockholders an executive
7. or administrative personnel of member corporations of this size, and-
© -+ if 90% of the corporate members weres corporations falling within this
- size range, the trade association could have used its membership mail- -
" ing list to make the simultaneous request and solicitation. Although:
... " adherence to the two step approval process may cause some adminis- .
. trative burden for trade associations with sma 1 corporate members, -

.= the Commission could find no legislative history which would have -
" supported the exemption from the statutory requirement for separate ;2

- -approval.- Additionally, the principal stockholder or president of a
' small corporation, who will likely receive the request for approval, i
' often the-only stockholder Orlemf[l)llo ee who contributes to the trad
- ...nssociation’s separate segregated fund. Any solicitation of other stock
- holders or executive or administrative personnel is subject to the sepa.
" rate approval requirements of this section. DRI SR e
.~ The member corporation may limit the group which the trade asso

- ciation may solicit, but once & corporation has given a trade association
- -approval to solicit—even to a limited extent—the corporation may not
. approve a solicitation for any other trade .association. § (d)(5). An '
- "approval lasts through the calendar year in which it was given unless

.. withdrawn at an earlier date by the corporate member. §(d) (4). A
.- corporation may withdraw an approval at any time. However, if any
. solicitation has been made for the trade assoclation’s segregated fund

" 'The Commission rejected a proposed amendment to this section
" which would have allowed a trade association to solicitycbntributi.orgs
- from individuals present at a trade association’s meeting if the indi-.
- 'viduals present were the persons who customarily Trepresented . the’
.~ member corporations in dealings with the trade association and if the
-~ meetings were regularlysche uled meetings of the ~association and
- ‘not held for the predominant purpose of raising Federal campaign
- funds. The trade association is not prevented from making solicitations:

Cat trade‘a'ssOcié,tiOn'.rrieetvings_,but_;the;priorv,approv_al,of_the_.}membgr_;
corporation isrequired. .. 0 e
. () Solicitation.—Once approval has been obtained, there is no.
limitation on the number of times a trade association may solicit the
_persons approved by the member corporation and there is no restric--
‘tion on  the method of - solicitating -voluntary" contributions or the
*. method of facilitating the making of voluntary contributions used by
- a’'trade association. § (e) ( 1) (3). The Commission specifically rejected .
‘a p_roYlo'sa,l which would have allowed a member corporation to use a




- be made from the statutory language that the exem

e

. There was no legislative history on the extent of corporate participa:

“ tion in the trade association’s solicitation of the stockholders and execu-
tive or administrative personnel of the corporation. An argument can

ption for solicita-

~_tion costs applies onlg to solicitations by a corporation to its separate = -
e

~segregated fund. Under this interpretation, a trade association would =~

be retLuired to reimburse the corporation for any expenditure or assist-

" ance y the Lcorporation. To require a trade association to reimburse ,
- the corporation for incidental services, such as the distribution of the o

- seemed tenuous since the trade association will be paying for the sub-
. stantial costs of the solicitation with the memberslupuges from cor- -

”_porations..Consequently, the Commission has not required the trade u

~ holders or executive or administrative personne

- association to reimburse the corporation ' for such incidental
-.expenditures. IR S R R o I
...~ .The Commission has, however, followed a strict reading of what =~
" constitutes a solicitation for a trade association’s separate segregated -
- fund for the purpose of the limitation in 2 U.S.C. § #1b(b) (4)(C). -
_ Any solicitation or distribution of material soliciting contributions
~for a trade association by the corporation or jts {)elmnnel‘w the stock-
, _ of the corporation is ‘
- considered a solicitation subject to the limitations of 2 US.C. §441h .

(b) (4) (D) and §114.8(c). If, for example, a corporation had ap-

~proved a solicitation by one trade association, the corporation or its -
. personnel could not solicit the stockholders and executive personnel

i for contributions to-the separate segregated fund to another trade e

-.._association.

- (f) Solz’oitatz'on-éfa Subsz’dfa’dfg/ Oyotrzi)yorabtz'oh.';lfx the subsidiﬁry, o

o 1976).

o branch, division, or affiliate of & parent corporation is itself a separate - —

corporate entity and a member of g “trade association, that trade

association may, subject to the limitation and approval requirements,
- solicit the stockholders and executive or administrative personnel of -
- the subsidiary, branch. division, or affiliate corporation. This provision
~is based on a discussion between Senators Cannon and Packwood in < -

-”'_'the conference debates. 122 Cong. Recor(l 86‘367 (daily ed. May 3, G

() Federations of Trade Associations—Tn the absence of any legis- .

- lative history on the treatment of solicitation by federations of trade .
~-associations, the Commission followed the ‘rationale of the anti-pro-
liferation provisions of the Act in this provision. If all of the political

committees established hy the federatjon and its regional. state or . .

local affiliates are one committee for the purposes of contribution limi- -

- tations. the federation may, under the provisions of this subsection,

 solicit the members of its regional. state or local affiliates. If the mem-
bers of the regional. state or local affiliates are corporations, the fed-

- - ‘eration may solicit the stockholders and executive or administrative .

'inthe same line of industry or commerce. -

s contributions to the trade association’s separate segregated funds are -

L subject to the limitations of this section. Other types of communica--

- tions in connection with a Federal election mayv be sent to the desig-

~ (h) Communications Other leanSo‘Zz'c_e'taté,‘oﬁs.;Soii"citatidns for

-nated representative of the corporate member. There is no limitation =
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‘on the number of trade associations which may make communications -
other than solicitations to its corporate members. Sy '

(i) Trade Association Employees.—Subsection (§) s eéi.ﬁca.l’ly'sets,r_  : »

forth the communication and solicitation rights of trade associations
with their own employees. Since trade associations will presumably
be using corporate money, comumunications and solicitations by the

~ trade association are subject to the limitations of § 1148. = . .- -
- §1149 Use of Corporate or Labor Organ'ization: Facilities And .

,‘ Means of Transportation. , RRCE R,
(a) Use of Corporate F. acilities for Individual Tolunteer detivity

- by Stockholders and Employees.—

(b) Tie of Labor Organization Facilities for Individual Volun-
teer dctivity by Officials, Members and Employees— S

" These subsections apply to individual volunteer activity such as an

- employer using his or her office telephone to make calls in connection .

with a Federal election. These sections are not applicable to a corpo-

~ ration’s or labor organization’s: use of facilities for activities spe- "~

~ cifically permitted to the corporation or labor orgzanization by this.

‘Pait. The use of the corporate or labor org nization’s facilities for
the exempted activities 1s permitted. In addition, these sections only

" go to the question of whether such use would violate Federal law;
_they do not provide a stockholder, employee or member with a right -

to the use of the facilities. Indeed, these regulations are subject to the

“rules and practices of the corporation or labor organization which
- may in fact prohibit any use of the facilities in connection with a.
" Federal election. = - ' : ‘ ’ :

The Commission rejected an opcidh'-whiéh would have -p‘rohibitedv 3

~the use 'of corporate labor organization facilities for individual vol-
unteer activity. The Commission took the position that if the stock-

holder, employee or member reimburses the corporation or labor

. organization for the use, such use will not be a violation of Federal

1aw. In degermining the pro%er formula for reimbursement, the Com-
mission rejected an option W ¢ !
employee, or member to reimbarse for all use even if the use did not

result in any increased cost to the corporation or labor organization.
Rather, the Commission adopted the present subsections which re-

~ quire an individual to reimburse for occasional, isolated or incidental = -
" use only to the extent that the corporation or labor organization incurrs

expenses, above its normal operating costs as a result of such activity.

The amount of the required reimbursement ‘would’ be the amount
of the increased costs. A description of occasional. isnlated, or inci- -

" dental use is contained in §§ (a) (1) (D) =(ii) and (b) (1) (D) =(ii) .and

a “safe harbor” is provided in §§ (a)( 1)(iii). If the activity is more
than occasional. isolated or incidental. the cocporation or labor.orzani- -

. zation must be reimbursed for the normal and usual rental charge. "
- as defined in § 100.4(a) (1) (iii) (B), for the use of the facilities.

“Subsection (¢) pertains to the use of corporate or labor organi- -

" gation facilities. such as xeroxing or mimeograph machines. to pro-

duce election materials. If, for example, o candidate had his or her .

" handbills _reproduced on 2 mimeograph machine owned by 2 lahor
- organization. the candidate would be required to reimburse the labor

“organization in the amount of the normal and usual charge for pro-

- o !
2

ich would have required the stockholder,
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ducing-the handbills in the commercial market. The reimbursement
must %e,made' within a commercially reasonable time. .
- _Under subsection (d), a person—other than a stockholder, employece,
- official, or member—who makes any use of corporate or labor organi-
zation facilities will be required to reimburse in the amount of the
normal and usual rental for the facilities. Any person who rents
corporate or labor organization equipment or furniture, as for exam-
plea cor'ﬁoration might loan a candidate office furniture, is required
to pay the normal and usual rental charge for the equipment or -
furniture used. =~ - R : e
(e) Use of Airplanes and Other Means of Transportation—Sub-

section (e) allows candidates, candidate’s agent or persons traveling - N

on behalf of candidates to use airplanes owned or leased by a corpora-

~ tion or labor organization which is not licensed to offer commercial

- services provided that the corporation or labor organization is reim-
bursed in advance for the use. The advance reimbursement is required
‘because the corporation or labor organization is not in the regular
. husiness of offering commercial transportation for credit. Under the
standard reimbursement formula provided in § (e) (1) (i) and (ii), -
‘the amount of the required reimbursement will be known in advance.
- Candidates or persons traveling on behalf of candidates who use
- cars or other means of transportation owned or leased by a corpora-
“tion or labor organization must reimburse the corporation or labor
organization at the normal and usual rental charge. The reimburse-
ment is required within a commercially reasonable time since the
amount (such as mileage charges) will not be known prior to the use.

o §114.10 - Extension of Credit and Settlement of Corporate Debts.

This section, which is a modification of Advisory Opinion 1975-89,
_ provides that a corporation may extend credit to a candidate, political -
~ committee or other person in connection with a Federal election pro- -

~ vided that the extension of credit is in the ordinary course of the

. corporate contribution. -

-~ corporation’s business and that the terms of the credit are substantially
- similar to extensions to nonpolitical debtors. § (a). Procedures for

the settlement of corporate debts are set forth in § (c). If a corporate

debt is settled in 2 commercially reasonable manner, following the pro-
cedures in § (c), the settlement will ‘not -be considered an illegal -
'§114.11 Employee Participat-_i'on'Pllaﬁ. ol o e
This section embodies a portion of Advisory Opinion 1975-23 per- -
taining to the establishment of an employee participation plan by Sun

~ Oil Company. The Commission found no legislative history dealing =
. with that portion of the Sun Oil opinion. = -~ o '

- Under the provisions of this section, the corporation may establish
an employee savings plan and pay for the cost of maintaining separate =
~bank accounts for participating employees. The plan must be made
~available to all employces of the corporation including employees

- who are members of a labor organization (§ (b)). The employees’ .

“money is deposited in a separate bank account and the employee must . -

maintain complete control over disbursements from the account. Com-

' munications about_participation in’the plan may be conducted by :

. either the corporation or the labor organization or both (§ (c)).

The basis for this section is that the corporate expenditure for estab--

~ lishing and administering the plan is nonpartisan, in that the plan
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' does not favor one candidate or party over anocher. Accordingiy, the 7.
__ corporation may not direct, control or suggest to the employee the

- eventual recipient of the employee’s contribution. If the corporation
_“wers to exercise any direction or control over the contribution or sug-

. gest the candidate or party to which the employee should zive. the "

" corporation would no longer be operating the plun in 3 nonpartisan -

fashidn.:Consequently, the monies espended for the escablishment and = -

 -administracive costs of the plan wquld be an illegal corporace expendi-
CAUTRR T & oeprmgnil o 0 o o o

5.: A Jabor o ation may establish and administer an employee par- |
.ficipation:plan. iA-labor organization which establishes 2 plan at a
+1e0fPO!

corporationin which'it cepresents members is required to make the pian .
-avallable to all-employees of the corporation including emplovees who | -
.are not members of the labor o tion. The cost of establishing and
.sdministering sach's'plan must be borne by the labor organization. '

= nder-subsection (d), the method used to transmit concributionso . -

;the eandidate or political committee may not identify the corporation =

. or labor:orgadization which established the employee participation - - -
- | plan.-For.ezimple, the check may not bear the corporation or lahor -

_ | organization’s’name; Any correspondence accompanying the concribn-
'tion.maY:not ‘be under the corgomion or labor organization’s lecter-

' head. This subsection is based on the fact that the contribution is

-vigwed gs an individual contribution from the employee to the candi-. ..

. ddte]or political committee. The participation of the corporation or ~
- ! 1abor organizition is limited to establishing the plan and does not ex- . -

| tend to participarion in forwarding the concribution to the candidace

~ 'ofpolitical committee. The individual concributor should supply the

'identification required by the dce. S

AR

- 1-§114:12+fMiscellaneous Privisions. . - - '
= Subseetion*(4) provides that political committees may incnrporate
: and ‘not*ba"sabject to the prohibidons of 2 US.C. § +1b and this Part
- 'if they:incotporite for linbility purposes only. As a political commit- ..
' tes;"the thonies coming into the orgnnization will be subject to the con-
-+ 1tribution’limitations of the Act and also to the prohibicions on contri- -
- i butions by ¢éorporations,. labor orgunizations. government contractors.

- and‘foréigh-nationals. It is the Commission's opinion thae 2 T.3.C. .
| § $41b should Bot'be viewad as a-bar to the incorporation of political

.g'cénimift‘éii"fél“ligﬁﬂiﬂp only. . - :

' Subséction (b) recognized the fact that. particularly in small towns,
.. meetinig rooms in corporations or labor orzanization halls are custom-= .
. irilyidsed 23 ¢ommunity meecing rooms. This subsection allows corpo-
-fatiens or’labor organizations to make meeting rooms which are cus-
i tomirily made available to the public available to political committees
<. or ¢andidates provided that the rooms are made available on the same
~ terms givedl to nonpolitical groups and provicded that the rooms are - -
- madé available without regard to the political affiliation of the candi-
.daté or’committee. - o . S
' The prohibition in subsection (¢c) applies to corporacions or labor =
orgunizations paying the cost of fringe benefits for employeesor mem- . - .
 «bérs who take ledve-without-pay to work in political campaigns. It
- does’not'apply to the payment of fringe benefits for emplorees on an-
- I'nial’leave or other leave which the employee has che rizhc to taka as =
/.3’result of a ¢ontrice and which may be used by the emploree forany

n” : l 11S _k h
 ‘Subsection (d) pertains to those corp: dations who, pri At‘ th
- effective dats of thp; ‘Act, established :p;a}'roll deductx%no;la:foi
employees other than stockholders and executive or administrative per- = S :
. deduction prior to te of the Act, the corporati i R S
- the plan until December31,1976. =~ - rpo onmnv connnue B 78‘ S




.

| o1
Pm Mmm CO\mCTOBS -
‘ l'._nu:um AYD Jmm: E '
31151 Dcﬁnmons. R

[ 3234

(8) Federal Contractor. —Thxs de ition mcorpora:es the statucory
ederal contractor” rather than the term “Government. contractor”

modmthoapnonoﬁmcwmhdurthuthel’ ﬂ‘gphsonlv

to rsons who ate negotiating with or have contracts the Fed
varnment. See discussion in § 115.2(a). :
bﬁoPmod of Proln’bmon.—‘l'hu subsecnou. thch tollows 3 i-ilc .

(;) (1), sats forth the time during which the prohibition is in eﬁ&ct.'
¢) Contracts.—The prohibition covers all contracts entared into

ml(:h the Federal government, including contracts as doﬁnod in 41

CFB 1=
( d)%‘oi‘gﬁggual Bdatmwup —-‘I'hxs subsection follows la.ngnagv
m the 1971 Conference Report on the coverage of 18 U.S.C. § 611. J.
Cont. ed:;" 98-1257, 93d Congnss, "d Sess.. 68—69 (19"-&) ‘I'he re-
ponmt

v

R

; sA gumon was raised in the Housa ‘committes durmg che
eration of the amendment to section 611 as to whether
doctors: receiving :payments under the so-called dledicare and

' Medieald Programs are prohibited from making political con-

i tributions is government contractors. The House committee
- was of cthe opinion that noching in the existing section 611.
Dot in’the amendment thereto included in the House amend-

. tibiition ‘solély because he was receiving p cvmexm for medi- s
. ¢ cal’sirvices Tendered to patients under either the Medicare .

- o’Méedicaid program. Under the Medicare «f %-mn the basic -

concractual’ telationship is between the Federn Govemmen:

©.and the individgal receiving the medical services. The in<

- dividudl teceiving the medical services may be reimbursed
- direeely by’ the "Federal Government for amounts paid for -
- such'serviced. of he may assizn his claim agninst the Federal
- Goveramtient to the doctor who rendered the services. but in
- the:lattar case the doctor merely stands in the shoes of the -
claimaiit for payment. This te.a.txonshxp is noc altered by the
. .fact'that'a Federal agency may recain a righc to audit the.
" accounts of & medical pmctmonerto protect the Federal Gov-
L crnni‘cﬁt against fraudulent claims for medical services.
-~ Crider So-called Medicaid programs. it is crue that doctors
may have specific concractual agreements to render medical
services. bat such agreements are with Scata agencies and noc.

‘ .~ with the Federal. Government. Medicaid programs are ad-

‘minisrered by State agencies using Federal funds. The House

| commitzes did not believa that section 611 prohibicing politi- = |

~ cal contributions by government contractors has any applica- -

.,,v-;‘tmn to doctors rendenn.z medxc.-:.l services pursuanc to a :., S

contract with a Stats agency. S. Cons. Report. supre. p. 68.

o \nbsectxon (c) and this suhsemon mllow Advxsorv Opinion 19--»-
110,

(e Labor 0 cmzatzon.—'l'he stamtorv deﬁnmon m ,'.‘A'L'N..C. .
§«Hlb(b\(1) mmcorporated mth:ssubsectxon. , e

lan.gmge.ﬂU.SC § +#t1c(a) (1). The Commission has used the term

~ ments: Wouald: ‘prohibit a doctor from making a political con- i



© §1152 Prohibitions. - .
- The general prohibition of § 441c(a) (1) is set forth in § (2). The

ST O

Commission has added the term ex(})enditure'to this regulation. The
statutory language, which is based on Title 18, U.S.C., 1940 Ed.,

. §6lm-1(July19,1940,c. 640, § 5,54 Stat. 772) is

It shall be unlawful for any person * * * directly or in-
-+ directly to make any contribution of money or other things -
- of value, or to promise expressly or impliedly to make any .

- such contribution to any political party, committee, or can-

didate for public office or to any person for any political S
purposeoruse. . . . .

the original statutory language indicates a Congressional intent to in-
clude expenditures as now defined in the Act. .~~~ ..~ :
The original version of this section, which included the term

“indirectly” was contained in the 1940 extension of the Hatch Act,
| 53 Stat. 1147. Section 13 of the 1940 Act made it unlawful “for any
| person directly or indirectly, to make contributions in an aggregate -
| amount in excess of $5,000 . . .” Senator Bankhead, who offered §13 -

- ‘ ~as an amendment, stated on the Senate floor:

. We all know that money is the chief source of corrup- -
- tion. We all know that large contributions to political cam-
- Ppaigns not only put the political sarty under obligation to -
- the large contributors, who demand pay in the way of legis-
~ lation, but we also know that large sums of money are.used
- for the purpose of conducting expensive campaigns through
the newspapers and over the radio; in the publication of
- all sorts-of literature, true and untrue; and for the purpose
of paying the expenses of campaigners sent out into the

»

Record 2720.

- country to spread propaganda, both true and untrue. 86 Cong. |

i The inference is that, by_'thé use of the term ixidirect,fCongréSs
| -intended the prohibition to extend to the spending of funds by a

government contractor for campaign purposes regardless of whether

| ‘the funds were given to the candidates or spent by the government
| -contractor. This argument is strengthened by the fact that contribu- -
- |. tionand expenditure were not precisely defined as they now are. 3
- Indeed, there was some question in the early forties as to whether

18 U.S.C. § 610 prohibited expenditures. The language of the statute

b ~clearly forbids gifts directly made to a candidate or his campaign

‘| ~organization. The House Special Committee to Investigate Cam- = = -
| paign Expenditures studied the scope of the term contribution in-
1 §610 and concluded that the Act was intended to prohibit such ex- -
.. penditures. H.R. Rep. No. 2739, 79th Cong.. 2d Sess. 40. The Janguage .
.. of §441c has always been broader in that it prohibited indirect con-

- tributions and contributions to any person for any political purpose

. oruse.

~ In addition, the vpres’ent A'dtrééég‘hiz_es that-expenditures mhﬂe by

- & person in cooperation. consultation. or concert with a candidate -

L or committee is a contl'ihlltiO‘?- 2 U-S-C-v§441,(a) (7) (B). - L

‘ It is the Commission’s opinion that the use of the term “indirectly?’ N |
- and the phrase “to any person for any political purpose or use” in



R This subsection also incorporates the"’Cbmmissi'on’s ‘earlier Ad-

visory Opinjon 1975-99 in which it determined that the prohibition
extended only to Federal elections and did not include state or local

- elections.’ B T TR I ST
- §115.3 Corporations, Labor Organizations, Membership Organiza-
.. ... tions, ,,Coopgratn’es and : Corporations without 5apital'

. This. sectlon ihoorpbrafes the statultory l;inguﬁge of 2 USC.

§ 441c(b), the practical effect of which is to make corporations and la- =~

- bor corporations subject to the provisions of §441b irrespective of -
whether the ¢orporation or labor organization is a Federal contractor.

-~ AsSenator Cannon stated :

The substitute also makes a modification of the section per-
. mitting solicitation to segregated funds by government con-
tractors so that it conforms to and is governed by the revised
- provisions which relate to corporations and labor organiza-
‘tions. 122 Cong. Record S4151 (daily ed. March 24, 1976).
§ 1155 Partnerships. - . . o
Subsection (b) incorporates Advisory Opinion 1975-31. The Com-..

~ mission rejected an amendment to this section which would have al-

: lowed a partnership to use partnership assets to establish a political
-~ committeeto make contributions or expenditures in Federal elections.
- It was the Commission’s opinion -that the statutory prohibition on
-~ indirect contributions would prohibit the use of partnership assets to

. setup a political committee. =~ . . T

| §115.5 Tndividualsand Sole Propriators. -

" This section follows Advisory Opinion 1975-31. A sbbuéé'-of a Fed-

- eral contractor may make a contribution or expenditure in his or her
-, ~name regardless of whether the family is a single or double income =
family. . .. - BRI R o

§115.6  Employee Contributions or Expeﬁd.itures.’_ R
" This section makes clear that the prohibitions -of this Part do not
~extend to employees of Federal contractors. - =~~~
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$1201 Scope.. - o \.' ' SRR
_ This regulacion is intended to interpret and apply 26 TS.C. 9008

-and 3 TS.C. $437 which provide for optional public fnancing of =
. pmndu_xml hominating conventions for both major and minor parties.

* reporticg requirements, as well a3 limit the amount of ezpenditures

* that the parties may incur for the convention. Major parties are en- )

titled to $2 million each from the Presidential Election Campaign

- Fund; minor parties are entitled to 8 proportionate share of 82 mil-
 lion based upon the ratio of votes received in the preceding presidential

election to the votes received by major party candidates. Since no

‘major ptﬂ; .&midcnzill candidate received the statutory minimumof
of the total popular vote in 1972, thers is no minor party that
-can qualify for convention funds for the 1976 coavention. In any
. event, msjor and minor parties may not spend more than 82 million
for the convention, whether or not they participate in public Anancing. -

S percen

 $1202 Definitions.” e

~ - The definitions found in 26. T.S.C. 5900-2-(5 applicable to §900$ o -f‘
- Accordingly, those definitions in § 9002 which are relevant to con-
| r:gtion_ﬂ.nncing bave been selected and incorporated into the regu.

(8) Commission.—This paragraph defines the Federal Election

Commission.

. (b) Fund.—This denition which follows 26 T.5.C. §9002(3) de-
- scribes the Presidential Election Campaign Fund within which the - -
- Secretary of the Treasury has uublish:s se

- name of the national party for convention finan

-~ . (e) Major Party.~This definition follows 2??..5.&.3 9002(86) and K ol
.13 pertinent with respect to the entitlements provisions of this regu-

lation.

. (d) Minor Party.—This defnition follows 26 T.5.C. §9002(7) and -

is pertinent with respect to the entitlement provisions of this regu- - .

, ) Cowvention Zzpenses.~This definition does not appesar in the = -
- statute as does, for example, “qualified campaign expense” in 28 US.C.
- §9032(9) with respect to the primary matching payment account - =
v - Accordingly, one was fashioned based upon the input received by the-
.~ Commission from the major parties describing the various espenses
. incurred in conducting s convention. . i Coon T e
.. Subsections (e) (1)=(e) (11) are not exclusive e diture categories
et they do give the nationsl parties guidance for determining whatis
.o 13 not s convention expense. since no national party may incur <
R, ',eor(:v;ngonupem‘ Ti:i:xcmofs&huéil&n.& ) teh ‘1‘ L
o (g) Secretary.— paragraph de Secretary of the Treas- ,
',.molthotnﬂdM‘ ._P . S B
(b) Host Committee~This definition relates to Part 121 as to the _

2 permissible scope of host committee activity. |

parate accounts in the -




i §121;2 " Minor Par‘tiés.” :

N -«.l135 -
'PART 121—LIMITATION OF EXPENDITURES
SUBPART. A.-'.—N_ATIONAL ParTY Limi“@i‘xoxs R |

§121.1 MajorParties. -~ . . - .

This section follows 26 U.S.C. § 9008(d) (1) which states that ma-
jor parties may not incur expenditures that exceed their entitlement, -
namely $2 million. ‘ . R R

' This section follows 26 U.S.C. §9008(d) (2) which allows, minor
 parties to spend the same amount for their convention as major parties.
1 §121.8 Exception. . - - ... .

This section follows 26 U.S.C. §9008(d) 53) which gives the Com-

~ mission the power to authorize the national committee of a national

party to exceed its $2 million expenditure ceiling due to extraordinary

“and unforeseen events. In no event will additional federal money be - -

certified. Such extra expenses must be defrayed with private funds.
-§121.4 Expenditures by Municipal Corporations and Agencies. ©

This section allows for certain expenditures to.be made by munici- -

- pal corporations -and agencies without the value of those expendi-

" provi

- 'were imputed to be an expense by the national'partﬁ

" a similar justification for § 121.5. -

tures being counted toward the national party’s $2 million expenditure " -

' ceilinﬁ. For example, a city may contract with the national party to .
. e certain municipal services and facilities as part of an overall .~
_package in attracting the convention to that'city. Indeed, a rough es- .~

‘timate shows at least $4 million worth of expenditures. If this expense
"the $2 million -
Jow. See also -

 statutory expenditure ceiling would -be unrealistica 37
§121.5 Discounts by Retail Btisin_eés C—oncérns, oo

- 'This section merely provides that normal business discounts givento .

" the national party for the purchase of goods or services for the con-

- vention will not count toward the expenditure limitation of the na-

tional party. If the discount is greater than the normal one based upon.

the quantity sold, then ‘that excessive discount becomes, in efféct, &

contribution, and thereby reduces the public fund entitlement by that
amount. This language 1s similar to that which appeared in' Advisory . -
Opinion 1975-1, published in the Federal Register on July 15,1975.

- §121.6  Samples and Promotional Material.

This section basically permits businesses to give iﬁ#ay free 'sam'ples'

~ of their products to the convention attendees provided that such prac-

tice is in the ordinary course of business and 1s nonpolitical in nature.

These expenditures will not be considered an impermissible contribu- !

_tion to the national party since it appears that Congress did not in- -

" tend to restrict normal commercial practices that are nonpolitical. - L
" Consequently, the value of the samples, products and promotional ma- - - -

terial do not count toward the $2 million expenditure ceiling. e

§1eLT In-Kind Contributions to the Host Committee.

This section permits local private businesses and labor organizations

~to contribute office space, typewriters, and the like to the host commit- -
i tee for its administrative use. Such in-kind contributions are presum-

~ably not politically motivated but are undertaken chiefly to promote . :

0 s

- economic activity and good will of the host city. -

‘Susrart C—Donatiox oF Funps by Locar Businesses anp Lasor -
e X *.. ORGANIZATION ; ADVERTISING - . - R

. §1218 'Donation ofFundsfoHo”stCommittee{ IR

g3

This section permits local businesses and labor organizations to make

~ donations of money to the host committee to be used for purposes de-:




‘ 137 ‘
signed to promote a good imaﬁe of the host city to the convention at-
tendees. 'nge section will further permit the donor to place nonpoli-

- tical restrictions on its contribution, such as earmarking the gift for
- a particular project (e.g., to pay for “Welcome” signs, etc.) or to allow

. the donor to receive some t;rpe of acknowledgement such as a “Cour-
' tesy of X, Y, Z Companies” notation or reference. As provided in the
- | explanation for § 121.7, these donations are presumably commercially
- . motivated rather than politically, and thus will not be considered an .

. unlawful contribution. v S

§121.9 TUseof Fundsby Host Committee. =~ - : -
-+ Subsection (a) allows the host committee to use the contributed
~~  funds to defray expenditures made for the purpose of promoting a .
' image of the city to the convention attendees. - R

: ‘Subsection (b) further expands the scope of host committee activity

. to allow the committee, if it so chooses, to use its funds to defray
. convention expenses of the national party, provided that the source of

~ these funds was local retail businesses (whether incorporated or not)
~and provided further that the amount contributed was proportionate
- toareasonably expected commercial return. Funds used in this fashion
- shall be made from a separate account maintained by the host com-

An.a,rgument could be'lhade that the dollar amount of cohvéntion ‘

'li‘*'expense5 such as renting a convention hall, should count toward the:

. $2 million ceiling whether or not the convention hall or seats were .

~ rented directly by the national party or by the host city and given to

the national party. Otherwise, a national {»arty' could avoid the §2

million lirit just by having someone else (e.g., the host committee) "

pay for the convention expense. However, it appears from the testi- =

.~ mony of the major parties before the Commission that the Congress -
- in deciding upon a dollar figure for expenditure limitations, took into
* ' | consideration only those expenses actually paid by the national party

; S | for the 1972 convention and ignored in its computation the value of

o fore, represents an interpretation of 26 U.S.C. § 9008(1) that the $2

| tainrestrictions will not be counted toward the ceiling. .
- 18121.10 Expendituresby Individuals. =

- .| including candidates and delegates, pay their own way, or if paid
- | on their behalf by the State or local committees of a political party,
those expenditures will not count toward the party’s limitation. = -
R Subsection (b) concerning legal and accounting fees reflect the 1976
| amendments and provide that the payment by the regular employer

services provided by host cities and committees. Section 121.9, there-

| million limit applies only to expenditures made by the national party, g o
and that expenditures made dy private host committees under cer- S

| Subsection (a) provides that if persons attending the convention, -

.. of a lawyer or accountant will not count as an expenditure toward-the . - -

82 million limit and that, unlike the similar provision in Title 2 for

% | legal and accounting services, expenditures are not reportable. How- D
- ever, any payment made by the national committee for legal and -~

- accounting services do count against the expenditure limitation and - =~
“arethusreporta'ble. S el e e o




" This section follows 26 U.S.C. §9.008;(b.’) (1) whiéh-ehtitle‘s majbr' C

PART 122—ENTITLEMENT TO AND DISPOSITION OF -
| PAYMENTS FROM THE FUSD =

'}‘§ 1221 Major Parties.

_ parties to receive payments not exceeding, in the aggregate, §2 million.
/81222 Minor Parties. - : . SRR

This section follows 26 U.S.C. §9008 (b) }(2):, wlli;:h entitlés miﬁox° , |

. parties to receive a proportionate share of $2 million based upon the

number of votes they received in the preceding election. .

'§122.3 Adjustment of Entitlements. =~

Subsection 122.3(a) follows 26 U.S.C. § 9008 (b) (5) which, srovides

- for a cost-of-living adjustment identical to the adjustment found in -
2 U.S.C. § 441a. Subsections (b) and (c) provide for further adjust-

" ments, if necessary, due to any interest received on the investment of

~ public funds and the receipt and use of any private funds. :

81224 Investment of Funds.

“This section permits the national committee to invest their pubiié i

" funds, for example, in a savinfs account or Treasury bonds but de-
ro

o §122.5 Useof Funds ; Candidates and Délegaté Expenses.

" ducts the income so generated

) m the party’s entitlements in order
to preclude an overpayment. - . = o ST

This section follows and interprets 26 U.S.C. % 9008 (c) which limit,sﬁ .

- the committee’s use of public funds received, including the prohibition -
. against payinf for candidate and delegate expenses with gublic, funds.
ha

Both parties have informed the Commission that some delegates are

. also simultaneously serving as official convention personnel, and thus,

‘their expenses should not be considered ineligible to be defrayed with

l

ublic funds. ' The Commission felt that this exception would be in -
eeping with the intent of Congress of prohibiting the use of public

" funds for candidates and delegates since a deleg}s;,te/convention em-
~ ployee would have incurred a properly defrayal
" even if he or she were not a delegate. S

- The Commission also g‘:wded for a prohibition in this section
against the use of public

: NOMINATING ‘CONVENTIONS

| § 1‘23.1 _ Optiohal Payments; Private Contribuiions; e

 ‘optional, and accordingly, national parties may elect to receive all, =
~ part, or none of the amounts that they are entitled to receive. A party

" 1s free to accept contributions for the convention so long as the amount:

of contributions when added to the amount of public funds requested, -~

‘This section makes clear that the public financing of ‘conventions is

- does not exceed the expenditure limitation of $2 million.

b
”

le expense anyway

L ds to incur expenses that violate Federal - . -
" and State law. Such provision is found in 26 U.S.C. § 9002(11) (C)
and § 9032(9) (B), the other two categories for ’%ublic financing, and

' 'is considered by the Commission to be sound pu
| itinthissectionalso. -~ . . -

lic policy to include
PART 193 PAYMENT PROCEDURE FOR PRESIDENTIAL - .



8 123'.2” 'Tmixsférto.thexFund.v" W

This section follows 26 U.S.C. § 9008(£) which directs the Secretary

to transfer to the Presidential Election Campaign Fund any amounts

‘remaining in the treasury accounts'of the respective parties after the

~ convention. Funds found remaining in the party’s account could exist,
§ for'examf)le, where the national committee elected not to receive its -

" full entit

ement or where its full entitlement was not paid due to ad- -

5 justments because of any interest generated from investment of public =

funds of the national party’s receipt of private contributions.
§123.3 - Information Required to Qualify for Public Funds.

o . This section as well as § 123.4 interprets 26 U.S.C. § 9008(g)“'wl»1ic1‘1

P )

'empowers the Commission to devise a payment procedure “in such

~*. .| form and manner and at such times as it may require.” Section 123.3 - :

-outlines its procedure whereby the national committee of a major or

* minor party files an application statement to qualify for public financ-

' ing, including the pertinent information specified in 2 U.S.C. § 433(b)
. asrequired by26 U.S.C.§ 9008(g). SR IR

. §1234  Payment Schedule. . -~

This section provides that payments be diséusséd in installments

“ratheér than in a lump-sum payment of $2 million. The statutory justi-

fication for the installment method of payment derives from the lan-

£ guage of 26 U.S.C. § 9008(b) (1)(2), namely, that a party is entitled

Y%to payments in amounts which, in the aggregate shall not exceed” a

s specified amount (emphasisadded). -

Subsection (a) thus outlines the steps'a' national committee must

o _ follow in order to properly submit an initial payment request. The
- ‘national committee must set up a separate bank account solely for the
S degosxt of public funds to prevent commingling with private funds in
orde

r to ascertain that public funds are used only in accordance with .

“the law. The initial payment request may not exceed 30 percent of the

. party’s full entitlement and must be submitted by a statement of
projected expenses for the quarter in which the request is made. In

conformity with the statute, payments are made available on July 1

. of the calendar year preceding the year of the convention.

[
i

. |ning with October 1 of the year prior to the convention and after the =
B i national committee has qualified for public financing and received its* .

Subsection (b) provides for a system of quarterly payments bégih-

- {initial payment. -

~7 | Subsection (¢) permits the knatidnti]_‘_c'ommitteel_to request payments. o '
- | more frequently than quarterly if it appears a deficit will occur. -
|- Subsection (d) directs the Commission to certify for payment the

amount requested based upon the projected expenses, subject to deduc- _vr

‘\tions as the Commission may determine. -~~~ . .~~~
Subsection (e) permits the Commission to withhold -payment of =~ =~ =
|10 percent of the national party’s entitlement (e.g., $200,000) until . ..
‘|the national committee has submitted their post-convention financing - - = -

. |report required by 2 U.S.C. § 437, in order to assure that if any repay- -

£) requires the Commission to éertify' all payment re-

" quests within 5 working days after their submission. .

_ Iments are required, there will be some unexpended funds available for
' ‘repayment purposes. = .. = S
e Subsection,(p
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PART k124_‘—POST-DISBURSEMENT PROCEDURES

§ 124.1 Repayments. co . : -
This section implements 26 U.S.C. § 9008 (h) which gives the Com.
mission the same authority to require repayments as it has under '
26 U.S.C. § 9007 (b). Accordingly, this section follows § 9007(b) by . -
requiring repayments if {)a) ‘the payments to the national committee
exceed its entitlement, (b) if the national committee’s convention
- expenses exceed its entitlement, (c) if the national committee ac-"
cepted private contributions which when added to the payments
‘received exceed its expenditure limitation, or (d) if any public funds
were used for unlawful purposes. Repayments may be either deducted
from any payment due the national party or be made payable by the
national party to the Secretary of Treasury. - . . -
§ 124.2 Notification of Need for Repayment. C
- This section follows 26 U.S.C. § 9008(h). which refers to the re- .
quirement of § 9007(c) that the statute of limitations for notifications -
by the Commission for repayment is 8 years from the close of the
convention. o ' e
§ 1243 Examinationsand Audits.. . AT , v
- This section follows the mandate of 26 U.S.C. §9008(g) that the
Commission shall conduct an audit no later than December 31 after .
the convention. The discretionary audits and examinations provided
for in this section are authorized under 26 U.S.C. § 9009(b). -

. PART 125 CONVENTION REPORTS -

'§125.1 Reports by milxiicipal andvpriva.te host cdmm_ittgesf o

This section is required by 2 U.S.C. § 437 and specifies that any
group in dealing with officials of a national political party, including -
cities, to file convention - reports. However. no report 1s reqtiired by a o

 municipality if the convention is not held in that city. -

§ 125.2 Reports by political parties. I '
~ This section is required by 2 U.S.C. § 437 and specifies that the na-

- . tional political party file convention reports, but exempts those local .

party committees from reporting under this section that only defray
- delegate expenses or sponsor activities at the convention. o
- §125.3 Post-convention reports; time and content of filing.

Subsection (a) is required by 2 U.S.C. § 437 and specifies the filing ‘.

" date and content of the post-convention report required by the groups

- indicated in § 125.1-2. S L
~_ Subsection (b) provides for continuous quarterly reporting after .
_ the convention until the reporting committee has ceased activity. -
- Subsection (c) provides for the filing of a final convention report. .
- §125.4 Committees receiving Federal funds; quarterly reports.
. Although not explicitly required by the statute, this section requires
~ committees receiving public funds to file quarterly reports in order

for the Commission to monitor the spending of those fiinds. The Cogn- .
mission’s authority in this area is found in 26 U.S.C. §9009(b). - _

-,141 R
- §125.5 Convention expenses; definition. ., - . o _
This section merely cross-references the definition of convention ex-

‘penses to Part 120.




- tion must be received by t

 EXPLAVATION AND JUSTIFICATION OF THE PRESI.
- DENTIAL PRDMARY MATCHING FUND REGULATION,

PARTS 130-13¢ o
TR Pm 130-_fDm.\moxs

81301 :Anthoriie& committee.

This definition generally follows 26 T.S.C.§ 9032(1).

| §1302 Political committee.

This definition follows 26 T.S.C. i 9032(8). It differs from the defi-
nition of “political committee” in 2 U.S.C., § 431(d) in that there isno -

$1,000 minimum activity requirement and that an individual maybea =

ggéliti%al committes under this definition, but ‘could not be under
itle 2.~ . E R o

'§130.3 Condidate. A O e L
. This definition follows 26 T.S.C. § 9032(2), as amended by the 1976
- amendments to exclude a person who is no longer an active candidate =
- inmorethanoneState. 7 ; SC R

- §1304 Commission. -

‘This definition follows the Federal Election Commission.

. "§130.5 Matching payment account. - -

‘This definition follows 26 T.5.C. § 9032(3).

' §130.6 Matching payment period.

This definition follows'.gsyus.c.-‘g 9032(‘6‘)? i

$1307 Primaryelection. s
- This definition follows 26 T.S.C. §9032(7) and incorporates by =
‘reference the definition of “election” in § 100.6 of the proposed dis-

" closure regulations. L e e e T

$130.8 Matchable campaign contribution.

- Although the title of this definition does not appear explicitly in the =~
. statute, the language of 26 U.S.C. § 903+ makes it clear that nor all -
* contributions are matchable. The major statutory restrictions redected - e
~ in this definition are that contributions must be a gift of money made . | E
- by a_written instrument, and only the first $250 is to be considered .- IR
matchable. Under § 130.8 ga) (3) and 26 U.S.C. § 9034, the contribu- . =
, e candidate on or after the first day of the  ~ * -
- calendar year immediately preceding the presidential election. How--
. ever, the statute is silent as to the cut-off date for receiving a match- -
- able contribution. Considering the testimony received on this point
. from the public the Commission believes that designating December 31 -~
. following the last day of the matching period as the cut-off date is . =~
. equitable since, to use the last day of the matching period as control- -

would be unfair to the national party who held their convention

== eari"er than another party. However, Part 133 makes clear'that con-
. tributions received after a candidate is nominated will be matchedonly -
- to the extent of outstanding debts incurred before the nomination. ~ . .
. Within this definition, a “gift of money made by a written instru-’
~ ment” has been defined in § 130.3(c) to mean a check. money order.or
- any other negotiable instrument payable on demand to the candidate = -
- of his or her committee. The contributor’s full name, signature, mail-




-+ sion in Advisory , , _ al o
‘on September 3, 1973 at page 40674. The Commission’s position in the

i
o
!

- explicitly excludes certain categories of contributions from being

o1

‘ment or on an attached record.

" ing address, the amount and date of the gift, must appear on the instru- ,"

- Furthermore, this definition provides for matching contributions in =~ =
~the form of checks drawn on partnership accounts or accounts of incor-
- porated associations and businesses so lo _
- of the check(s) does not exceed 51,000 and that it be accompanied by - ..
~ documentation signed by the individuals to whom the coatribution s =
attributable. This &mlicy is in accordance with the Commission’s deci- .

ng as the aggregate amount -

pinion 1975-17, published in the Federal Register

§9084(a). ) SR
§ 130.9 Nonmatchable contributions.

refu.lat.ion that contributions from political committees are not match-
ble

This section reflects the last sentence in 26 ’L'.S;C.‘ § 9034(a) which

matchable.

 Subsections (g)—(i) reﬂec£~the Cor‘ﬁinissib'n'sbpiniozi that certain " o
Sy H M R
- donative intent necessary to make a gift is lacking. Particularly, sub-

- sections (h)-(i) follow Internal Revenue Service Rulings 72—$11 and

of money” are, on closer examination. not really gifts since the:

- 72112 which exclude certain contributions from the category of poli-
tical contributions that are deductible. =~ S

o "§180.10 Qualified campaign expense.

© $130.11 State.

This definition follows 26 U.S.C. § 9032(95?; :
This definition follows 26 T.S.C. § 9032 ( 10). ; R

~ Pazr 131—ELIGIBILITT FoR PATENTS R

;':'§ 1311 Candidate ag'reexmxits., PR

This section generally follows 26 L'SC 3 90‘%‘.".( a) and a’dds’fhé 'z‘xd-‘

 ditional requirement that the candidate agree to comply with the dis- i

. closure requirement of Title 2. From the Commission’s experience. it

'~ is believed that such a condition is necessary to ensure prompt dis- o RN
~ closure by the candidate. The authority. for adding this extra require- =

- | mentisfound in 26 U.S.C. § 9033(a) (1), (2). |
- | §131.2 Candidate certifications, threshold amount. R D TP
~ 1" This section basically follows 26 T.S.C. §.9033(b) ‘and rovides for - .-

. | information and documentation. to include photocopies of checks as

well as the residential address of every contributor. The Commission

R - | concluded, and the candidates concurred. that photo or microfillm

contributions are being matched. Although 26 T.S.C. § 9034 requires

| “mailin address”, the Commission felt it necessary to require the =
| residential address, at least for purposes of the $100.000 threshold. in =

- order to verify the state residency requirement since the mailing ad-

-~ dress of a contributor could very well be an out-of-state post office box. Rt o

Section 131.2(d) “permits the Commission to conduct audits under

.'j'thevmthority of 26 T.S.C. §9039(b), and may. in: that case. choose - P

L BleTlemfTe—1t

is based on its interpretation of the'last sentence in 26 U.S.C. =~ =

the orderly procedure of submitting to the Commission the necessary .

copies of the checks is the best way to assure that only acceptable ~ =~




- eligible for matching.

16

to waive the candidate submission procedure of §131.2 (c) (1) and
' ( )S£c2i0n 131.2(f) gives the Commission the power to cut-off matching
 funds if a candidate knowingly exceeds the expenditure limit in each
State. The Commission believes this section will not only be the best
deterrent to overspending but that it is also implied by the statute
"since the candidate breaches that agreement, he or she is no longer

§131.3 Matching payment thréshold requirements. S
Once the candidate makes the submission that he or she has me
the threshold, this section provides for the procedure for promptly
 determining whether or not the candidate has in fact met the threshold. -
© §131.4 Matching payments in excess of threshold. ‘ '

"Once the threshold determination has been made under 31313 the =
candidate is notified that he or she should make a submission in good

order of the documentation of all matchable contributions up to a -

specified date. The formal determination by the Commission that the

candidate has met all the requirements of 26 T.S.C. § 9033 is provided - o

by §132.1below. o |
'§13¢2.5 Candidate Entitlements. =
This section follows 26 U.S.C. § 903+.

: . '§131.8 Expenditure limitation.

This section follows26 US.C.§9085(s).

Pm 132—Czr»1'rfma.nd$_;.\'bb_stntxsmzxr . e

B § 132.1 Initial_ 'certiﬁcb.t;ion-.

 ° This section follows 26 U.S.C.§ 9036(a).
' §1322 Additional certifications. - ‘

'4 - This section allows for the submissioﬂ'of féduésts for addi:io'nal'ée'r- g
" tification on the first and third Mondays of each month and requires

" the Commission to certify to the Treasury within 13 calendar days

' the amount to which the candidate is entitled.

'§1323 Pavments and Deposits of Presidéht_i:il,Ptimﬁry Matching

@

_ This section follows 26 U.S.C. § 9037 (b) and 2 C.8.C.§457b(a)(1)

©§132.4 Insufficient Documentation. . ©
~ " This section provides for the authority of the Commission to reject -
‘for matching a contribution which lacks suflicient documentation to
* ensure that the contribution meets the definition of “matchable” in
Cog0s. T
~ §132.5 Certification Review. T A RS AN
‘This section provides for an internal Commission review to settle

~ disagreements over what is and what is not matchable. Although the = -
~ statute does not provide for such a provision, some type of Commission.
review was suggested by nearly all those who testified ac the hearings -

- as being a practical procedure which would provide a middle ground
* and hopefully obviate the need to resort to judicial review under 26




the in

"US.C: §9041 If the candldate is not satlsﬁed mth the Commlssmn :
decision, ]udlclal review of course, remams available.

PART 133-—Tmmmanox OF Panmxrs S

added a new subsection (c) to 26 U.S.C. § 9033.

| ‘ §133.1 Contribution of Certification. - :
This section allows the certification process to continue for 21 days

~ This entlre % is made necessary b the 197 6 amendments 'Wthh o

o ! past the cut-off date of December 31 as the last date a contnbutlon A

- must be received in order to be matched. -

8 1 §1332 Inehglbxhty dates defined. ' , i
This entire section follows 26 U. S C. §9033 (c) ( 1) Subsectlon (a) ,

defines the date that a candidate is ineligible to receive matching funds = - .

T to be the date upon which the candidate is no longer actively conduct-
campai In more than one State, either because the candidate

. : status

lowm%-lthe date on the Second Consecutive Primary Election in which -
ividual receives less than 10 Eercent of the number of popular

~ votes cast in that primary. Although subsection (b) allows the candi-

~ date to certify to the Commission that he or she is not active in that

iits the ; ct or upon a finding by the Commlssmn of the mactlve o
Subsection (b) defines the other mehglblhty date to be 30 days fol-

- primary and therefore should not be counted, the Commission is'given = .
" the aut’honty in Subsection (b)(2) to make a contrary finding.

'§ 133.3 'Use of: Matchmg Payments, l\et Outstandm«r Campalgn L
. : Obligations. : :

Subsection (a) follows 26 U.S.C. § 9038(b) (2) that matching funds

'can only be used to defray “qualified campaign expenses”. Because

" . “qualified campaign expenses” can only be incurred by a candidate or
- authorized commaittees, subsection (b) states that expenses incurred - -

- |after the date a person is no longer a candidate are snnfply not quali- -
"ified. Therefore, matching funds can only be used to de ray expenses

T ~|incurred while the person was a candidate.

= date debts rather than plan an undue burden on public funds.

. ineligibility. Therefore, if a campaign has no debts on the date the

| Subsection (c) provides for an accountmrr deﬁnltlon of outstanding . -
| debts which is designed to maximize the use of private funds to hqul- ;

Subsection (d) follows the legislative intent of cutting off fundsto . o
inactive candidates except to defray expenses incurred before their =

o "candldate becomes ineligible, no further matching funds are forth- .
B »commg Instead a repayment is required based on a percentage of the =

lus in the cam algn account as authonzed and computed by 26'7 o
g)C § 9038(b) (3§

- If the campaign is in the deficit on the date the candidate becomes R

' mehglble, subsection (e) provides for the contmuatlon of the match- :

e |ing process until the debts are liquidated.

181334 Determmatlon of Inactlve Candxdacy

This section ‘gives the Comxmssmn the authonty to ﬁnd that a' e

 candidate is no Jonger active in more than one State with propersafe-

: % guards for notice and due process Paragraph (e) prov1des suggeste




158 o
o cntem whlch the Comm15310n may rely on in determmmg whether a
- candidate isactiveornot.
§133.5 Determination of Active Candxdac)
~ Thissection isbasically a cross-reference to § 133. 2, (b) (2)
| o § 133.6 - Reestablishment of Eligibility dates.
' Thissection generally follows 26 U.S.C. § 9033 (c) (4)
§133.7 Suspensmn of payments. : : : »
* This section is intended to encourage the candldate to comply with

| the agreement of § 131.1(a) (4) that the Title 2 disclosure requlrements o
~are followed. , v v ‘

Part 134—ExAmNAT10\'s AND AUDI'rs

/ § 1341 Audit.
' This section follows 26 U. s. C §§ 9038 (a) and 9039 (b)

| §1842 Repayments.

Section 1342(s) follows 26 US. c. §9038(b) (1) and (2) Section

L '134.2(b) provides for Commission review and hearing on repayment o
disputes, a l;l)rovxsmn not expressly in the statute but strongly sug-- -

by t

 hearings.
| § 184.3 Liquidation of obhgatxons repayment

Thls aectxon generally follows 26 U S C. § 9038 (b) (3)

e pubhc in its wntten comments and test:lmony at the




mr..u.s.nox AND J'L‘a‘l‘IFICA‘I‘IO\’ ’or THE
§ GE.\’ERA.L ELECTION FINANCING

Pm l-lO—Dn-x.\'r-xo\s R o

| '31401 .-\uthomed committee.

This definition follows 26 T.'.S C 2 900"( )

e '$1402  Candidate.

This definition genenlly follows ‘*6 Cs C g 900-"(") Ea

§1i0.3 Commission.

'This section defines the Fedeml _Electxon Com'nxsxon ‘ | | ;

¥ 140.4 Eligible candidates.
Thu deﬁmtxon fol]ows 26 L' S c g “00° (,)

;')
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$1405 Fupds.
This definition follows 26 G.S.C. § 9002(3). .

- §140.8 Major party.

This definition follows 26 T.S.C. § 9002(6) .

 §140.7 Minor party.

M This deGnition follows 26 T.5.C. § 9002(7).

- ©§1408 New party.

' This definition follows 26 G.S.C. § 9002(8).

§140.9 - Political committee. : L e o
This definition follows 26 T.S.C. § 9002(9) and differs from the defi- -

nition of political committee under 2 T.S.C. § 431 (d) in that there is

101,000 threshold of activity.

$140.10 Presidential election. SR
This definition follows 26 U.S.C. § 9002(10).

' §14011 Qualified campaign expense.

This definition generally follows 26 U.S.C. § 9002(11). Subsection

_ ‘( d) has been added to clarify the proper categorization of travel ex-

ditares by including in the definition only those travel nditures

" that are incurred by the candidate for his staff and guests. Travel ex-

paid by media and Secret Service personnel to the campaign

are reimbursements and should not be counted as 8 qualified campaizn
nse merely because the campeign made the initial outlay to the
airlines to cover the expenses of all persons transported.

The alternative formulation in subsection (d)(2) is provided in

- order to prevent the campaign from overcharging the media and Secret

Service which would have the effect of reducing the cost that should -

- bec able to the campaign. This section is not incompatible with -

v the Civil Aeronautics Board on political travel.

Section 140.11(e) states what is not & qualified campaign expense. B

" For example, since the statute defines qua ified campaign expense to
~ be one that is incurred within the expenditure report period. an es-
~ pense incurred after the period would not be considered a qualified -
- campaign expense. Hence. subsection (e) (1) is proposed. Although
ot explicitly provided for in Title 26, subsection (e)(2) excludes
~ certain legal and accounting services from the definition of qualified
~ . campaign espenss in keeping with the Congressional intent espressed
 inTitle2.See2 U. : .
- '$140.12 Expenditure report period.

SC.HBUOH@® D).

This definition follows 26 G.S.C. § 9002(12). -
§ 140.13 ~ Contribution; exclusions. -

This definition is- provided because there is no statutory definition -

" of “contribution” in Chapter 95 of Title 26 even though that word

is used in § 9003(b) (2) where candidates must agree Dot to accent

contributions if they elect to receive public funds. Therefore, the defi- |

nition most likely to comport with Congressional intent is that found

. in2U.S.C.§431(e) and § 100.4 of the proposed regulations. However. "

Vo ———mare — e

" that definition of “contribution includes a loan which the statate im-

plicitly allows in 26 T.S.C. § 9004 (c) (2). To reconcile this apparent . -

_'contrndiction, ‘subsection (b) (1) excludes from the dednition of con-

D ;.|163-

| ‘tribution 8 buxk loan tb’a -cnnd.id_nte whfich if endorsed bj .the candi- 3 o

date cannot exceed $30,000, an amount which may be spent by the

" candidate himself under the 1976 Amendments. See 26 U.S.C. § 9004

(d). Finally, the definition excludes reimbursements from contribu-

ing an election but are rather an accounting or bi

. tions because reimbursements are not made for the furpose of influenc- .
1

ing. p’rocedqre. ,

i




- authorized by the last sentence in 26

Purr 141—-Emcmmm rou PAnn-:\'rs

§ 141.1 Candidate agreements..
This section baslcalh follows 26 U.S. C Q 9003 (a.)
§141.2 Candidate certifications.

Subsection (a) basically follows 26 U.S.C. SS)OO“!(b) Subsectxon
(b) follows 26 U.S.C. §900u(c) Subsectxon (c) follows the 1976

RS s | |
amendment codlﬁed at 26 USC 89004(d), (e) Subsectwn (d) xs |
S.C § 9003 (b '

§141.3 - Allowable contributions.

This section recognizes that candidates may receive private contn-
butions to defray non-qualified campaign expenses and sets out the
restrictions on the handling of such moneys to prevent any.improper
commingling with publxc funds .

- ParT 14 E\"nn.mm\'r or Eucmu; CAXDID \'n:s 'ro PAnn:\"rs st-:

'§ 142.1 Ma]or parties.

- orF Pum'rs

 This section follows 26 U.S.C. § 9004 (a.) (1)
$1422 Minor parties. '
Tlns section follows 26 U. S C. § 9004 (a) (2)

- Jie7
PART 143—Cr-:mmc‘\no\' BY Connxssm\'

§143.1 Initial certification.
~ ‘Thissection follows 26 U.S.C. § 9005 ( .1)
§143.2 Payments from the fund. .

This section follows 26 U.S.C. §9006(c) and also 2 2 US C §43.
with respect to the use of campaign depositories. = _

'§145.3 Finality of certification ; hearings.’

This section generally follows 26 G.S.C. § 900.)( b) and 'xdds a pro-
v ision for an opportumt) for a hearmfr if certlﬁcatlons are contested.

PART 144—Rnrom AND Rr:com szxo _ |

E 1441 Separa.tereports. AR ‘
§ This section requires the candxdates to report the general electxon ‘

- campaign separatelfy from any other res:rts in order to. keep an ac-
- curate accountmgo A

the use of public fun

11442 ‘Allocation of administrative expenses. = L o
This section is authorized by the last sentence in 26 U SC §9002

- (11) and seems to be the easxest method of computat.mn.
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PABT 145——EXAM11\AT101\S AND AUDITS, Rxmnnn\rs

L '§ 145 1 Audits, records and mvestlgatlons

‘This section follows 26 U.S.C. § 9007(&) and § 9009(b)

i ‘: § 145.2 ‘Repayments. , | A
- 'This section follows 26 U.S.C. § 9007(b) and the repayment scheme :

' inthe Matching Fund regulation, § 134.2.

§ 145.3  Notification.
This section follows 26 U S.C.§ 9007 (c)

‘ _ PART 146—0'rmm EXPENDITURES
’ § 146. 1 Expendxtures by pohtwal party committees.

v Notwithstanding the expenditure limitation applicable to the can!
- didates, national, State, and subordmate committees of a political ‘
‘party may make expendltum in connection with a t(l)mndentml gen- -

~ eral election in amounts that do not exceed those specified in § 110.7.

‘This section basically cross-references the party spen dmg llmlts"\"}" o

foundm§1107 -




