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Using this

Supplement

The purpose of this supplement
is to offer a summary of the most
recent developments in the Com-
mission’s administration of federal
campaign finance law relating to
candidate committees. The fol-
lowing is a compilation of articles
from the FEC’s monthly Record
covering changes in legislation,
regulation and Advisory Opinions
that affect the activities of candidate
committees. It should be used in
conjunction with the FEC’s June
2004 Campaign Guide for Congres-
sional Candidates and Committees,
which provides more comprehen-
sive information on compliance for
candidate committees.

Legislation

Commission Sends
Annual Legislative
Recommendations to
President and Congress

On April 29, 2004, the Commis-
sion transmitted to Congress and
the President its annual recommen-
dations for changes to the Federal
Election Campaign Act (the Act).
Of the 12 recommendations trans-
mitted, the Commission identified
four as high priority:

* Restoring “any lawful purpose”
as a permissible use of campaign
funds under 2 U.S.C. §439a, in-
cluding specifically the donation of
federal campaign funds to state and
local races (subject to state law);

* Increasing the contribution limit
under 2 U.S.C. §432(e)(3)(B) that
authorized committees may give
to authorized committees of other
candidates, from $1,000 per elec-
tion, to $2,000 per election;

* Replacing the “reason to believe”
terminology used in the Act to de-
scribe the Commission’s decision
to open an investigation with termi-
nology that sounds less accusatory;
and

* Requiring Senate campaign com-
mittees to file electronically at
the same thresholds as House and
Presidential campaign committees.
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Among the other eight recom-
mendations transmitted this year
are the following new recommenda-
tions:

* Revising the prohibitions on
fraudulent misrepresentation of
campaign authority to capture all
persons falsely purporting to act
on behalf of candidates and real or
fictitious political committees and
organizations;

* Revisiting the pay levels for the
Commission’s General Counsel
and permitting the Commission to
create Senior Executive Service
positions to help recruit and retain
key personnel;

* Modifying the definition of fed-
eral election activity at 2 U.S.C.
§431(20)(A)(iv) to allow state, dis-
trict and local party committees to
determine each pay period (rather
than each month) whether employ-
ees must be paid using federal or
nonfederal funds; and
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¢ Clarifying the circumstances under
which federal candidates may
solicit, receive or spend funds for
nonfederal candidates and other
types of political accounts, includ-
ing recall elections, referenda and
initiatives, legal defense funds and
related activities.

Additionally, the Commission
updated four recommendations that
have been put forward in past years:

* Harmonizing the limits for multi-
candidate political committees with
those of non-multicandidate com-
mittees by indexing the multicandi-
date limits for inflation;

¢ Stabilizing the Presidential public
funding program to avert possible
shortfalls in future election cycles;

¢ Increasing and indexing for infla-
tion all pre-BCRA registration and
reporting thresholds to ease the
registration and reporting burdens
on smaller political committees
that may lack the resources and
expertise to comply with the Act;
and

* Making permanent the Administra-
tive Fine program for violations of
the law requiring timely reporting
of receipts and disbursements.

The full text of the Commission’s
2004 legislative recommendations
is available on the FEC web site at
http://www.fec.gov/pages/legisla-
tive_recommendations_2004.htm.

— Dorothy Yeager

Advisory

Opinions

AO 2004-8
Severance Pay Awarded to
Employee Who Resigns To
Run for Congress

In keeping with its past practice,
the American Sugar Cane League
(ASCL) may provide severance pay
and health insurance benefits to a
former executive who is running for
Congress without violating the Fed-
eral Election Campaign Act’s (the
Act) prohibition on contributions by
corporations.

Background

ASCL, a nonprofit corporation
representing Louisiana sugar cane
growers and processors, plans to
provide Charles Melancon, its for-
mer President and General Manager,
a proposed severance package of full
salary and full health insurance cov-
erage for one year. Mr. Melancon,
who held his position with ASCL for
11 years, resigned on February 20,
2004, in order to become a candidate
for the U.S. House of Representa-
tives.

ASCL has offered severance
benefits to certain former employ-
ees since 1987. While there is no
written policy for offering sever-
ance benefits and no formula for
the calculation of those benefits,
ASCL considers such factors as the
position held, the length of time
employed and the evaluation of job
performance in determining whether
to offer severance benefits and the
size of those benefits. The content
of severance packages granted to
employees in the past varies. For
example, a Vice President and Gen-
eral Manager with 15 years tenure
received 3 months pay without
continuation of health benefits; more
recently, an employee with a total
of 24 years of service, including 16
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years as Vice President and Director
of Research, received one year’s full
pay and health benefits coverage,
his company-owned computer and
the option to purchase his company
owned car for its “Blue Book™ value.
In its request, ASCL noted that the
severance package it is prepared

to offer Mr. Melancon is identical

to the package individual board
members considered for him in 2001
when there was no prospect of his
becoming a federal candidate.

Analysis

As an incorporated entity, ASCL
is prohibited from making any “con-
tribution or expenditure” in connec-
tion with a federal election 2 U.S.C.
§441b(a); 11 C.ER. 114.2(b)(1).
The term “contribution” includes
“any gift, loan, advance or deposit
of money or anything of value made
by any person for the purpose of
influencing any election for Federal
office.” 2 U.S.C. §431(8)(A). Thus,
ASCL may only provide Mr. Mel-
ancon with the proposed severance
package if it does not constitute a
contribution under the Act or Com-
mission regulations.

The Act also prohibits the con-
version of campaign funds to any
“personal use.” If a third party pays
a candidate’s expenses that would
otherwise be deemed “personal
use” expenses, the payments are
considered contributions unless the
third party would have made the
payments “irrespective of the can-
didacy.” 11 CFR 113.1(g)(6). For
example, compensation payments
are considered contributions unless:

* The compensation results from
bona fide employment that is genu-
inely independent of the candidacy;

* The compensation is exclusively in
consideration of services provided
by the employee as a part of this
employment; and

* The compensation does not exceed
the amount that would be paid to
any other similarly qualified person
for the same work over the same
period of time.

Applying these criteria, ASCL’s
proposed severance package will
not result in a prohibited corporate
contribution. ASCL has a sufficient
corporate record of providing sever-
ance packages to departing employ-
ees to demonstrate that the package
for Mr. Melancon relates exclusively
to services rendered in his bona fide
employment with ASCL. Addition-
ally, the proposed package appears
to be proportionate to past severance
packages offered by ASCL.

Mr. Melancon’s proposed sever-
ance package differs from a proposal
for partial paid leave considered in
AO 2000-1, where the Commission
determined that partial paid leave
for a federal candidate would not
be compensation “irrespective of
the candidacy” because the decision
to grant the request was solely at
the discretion of the firm and based
on factors not exclusively tied to
services provided by the employee.
In contrast, while the determination
by ASCL was discretionary in part,
it focused on factors related solely
to Mr. Melancon’s service, such as
length of service, position and job
performance. Moreover, the fact
that a similar package was proposed
for Mr. Melancon years before he
considered running for office is
additional evidence that ASCL’s
proposed package is compensation
“irrespective of the candidacy.”

Concurring Opinion
Commissioner McDonald issued
a concurring opinion on May 6,
2004.
Date Issued: April 30, 2004;
Length: 5 pages.
— Amy Pike

AO 2004-10

“Stand By Your Ad”
Disclaimer Requirements for
Radio Advertisements

A ten-second message sponsored
by a federal candidate and read live
on the air by a Metro Networks
reporter must include the disclaimer

statement required for candidate-
sponsored radio ads; however, as
an exception to the general rule, a
Metro Networks reporter may read
the required “stand by your ad”
statement, rather than the federal
candidate authorizing the sponsor-
ship message.

Background

Under the Bipartisan Campaign
Reform Act’s so-called “stand by
your ad” requirement, radio adver-
tisements authorized by a federal
candidate must include “an audio
statement by the candidate” that
identifies the candidate and states
that he or she has approved the com-
munication. 11 CFR 110.11(c)(3)(1).
The message need not be read live
in real time by the candidate, but the
candidate must speak the required
authorization statement.

Metro Networks is a national
company that provides more than
2,000 radio stations throughout the
United States with live traffic, news,
sports and weather reports. Metro
Networks generates revenue by sell-
ing ten-second “live read” sponsor-
ship messages that the company’s
reporters read at the end of their
reports. An “opening mention”
precedes the actual report and also
identifies the person purchasing the
sponsorship message.

Metro Networks intends to
market the ten-second sponsorship
messages to federal candidates.
However, Metro Networks stated
that the live nature of the reports
and limitations of their broadcast-
ing equipment make it “physically
impossible” for them to include any
statement spoken by a candidate
himself or herself. The reports are
produced live in Metro Networks
studios and from mobile units and
aircrafts with Metro Networks
reporters interacting live in real time
with radio station personnel. There-
fore, Metro Networks asserted that
its reporter would be able to read a
statement for a sponsoring candi-
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date, but Metro Networks would not
be equipped to play a recorded voice
of a candidate.

Analysis

The Commission has long recog-
nized that in certain circumstances it
is impracticable to provide a full dis-
closure statement in the prescribed
manner. For example, an exception
in Commission regulations covers
skywriting, water towers, wearing
apparel or other means of displaying
an advertisement when full applica-
tion of the disclaimer requirement
would be “impracticable.” 11 CFR
110.11(H)(1)(i)

In this case, the specific physi-
cal and technological limitations
Metro Networks describes make it
impracticable to require the approv-
ing candidate to speak the “stand
by your ad” statement himself or
herself. Thus, while the disclaimer
is required, it is permissible for a
Metro Networks reporter to speak
for the candidate, or candidates, who
authorized the advertisement.! This
approach is practical and as faithful
as possible to the “stand by your ad”
statute, while avoiding unnecessary
burdens on political speech that
could result from a rigid application
of all disclaimer provisions in all
instances. See AO 2004-1.2

An appropriate disclaimer
statement to be read by the Metro
Networks reporter would be, “Paid
for by the committee to re-elect
candidate ABC. ABC approved this
message.”

— Kathy Carothers

Y The Commission assumes for the
purposes of this request that the federal
candidate would not be physically pres-
ent with the reporter, and thus would not
be available to read the statement.

2 AO 2004-1 addressed the “stand

by your ad” requirement for a televi-
sion communication authorized by two
federal candidates. The Commission
permitted one candidate to speak for
both candidates so long as the approval
statement conveyed that both candidates
approved the advertisement.

AO 2004-14

Federal Candidate’s
Appearance in Public Service
Announcements

U.S. Representative Tom Davis
may appear in public service an-
nouncements (PSAs) to benefit the
National Kidney Foundation (the
Foundation) by promoting the Cadil-
lac Invitational Golf Tournament.
Because the funds raised through the
tournament are solely for charitable
purposes, Representative Davis’s
appearance in the PSAs will not be
a solicitation of funds in connec-
tion with an election, subject to the
requirements of the Federal Election
Campaign Act (the Act). 2 U.S.C.
§441i(e)(1). The PSAs will also not
constitute a “coordinated commu-
nication,” resulting in an in-kind
contribution to Representative Da-
vis, because his Congressional office
will pay for the costs of taping the
announcements. See 11 CFR 109.21.

Background

Representative Davis, who is
seeking re-election in the Novem-
ber 2, 2004, general election, has
appeared in PSAs promoting the
Cadillac Invitational Golf Tourna-
ment for the past three years. The
tournament is strictly a charitable
fundraising event held annually to
benefit the Foundation, which does
not engage in any activity in connec-
tion with an election, including voter
registration, get-out-the-vote activity
or generic campaign activity. The
PSAs will not expressly advocate
Representative Davis’s election or
make any reference to his candidacy.
Representative Davis’s Congressio-
nal office will pay for the taping of
the announcements, and they will be
cablecast without a fee.

Analysis

The two issues concerning the
application of the Act to Representa-
tive Davis’s appearance in the PSAs
are whether:

* Funds raised through the an-
nouncements are in connection
with a federal or nonfederal elec-
tion; and

e The PSAs fall within the definition
of a “coordinated communica-
tion” and, thus, trigger payment or
reporting obligations for Represen-
tative Davis.

Solicitations. Under the Act,
federal candidates are generally pro-
hibited from soliciting funds in con-
nection with a federal election that
are not subject to the limits, prohibi-
tions and reporting requirements of
the Act. Federal candidates and of-
ficeholders are also prohibited from
raising funds in connection with
a nonfederal election unless those
funds are subject to the Act’s limits
and source prohibitions. 2 U.S.C.
§441i(e) and 11 CFR 300.61 and
300.62. However, if the funds raised
are not in connection with a federal
or nonfederal election, then the Act’s
prohibitions at section 441i(e) do not
apply. See AO 2003-20. In this case,
the funds raised through the tourna-
ment are solely for charitable uses
and are not in connection with any
federal or nonfederal election.

Coordinated communication. The
Act defines as an in-kind contribu-
tion an expenditure made by any
person “in cooperation, consultation,
or concert with, or at the request or
suggestion of” a candidate, his or
her authorized committee or their
agents. 2 U.S.C. §441a(a)(7)(B)().
The Commission’s coordinated
communication regulation sets forth
a three-pronged test to determine
whether an expenditure for a com-
munication becomes an in-kind con-
tribution as a result of coordination
between a person making an expen-
diture and a candidate. A payment
for a communication that satisfies
all three prongs will constitute an
in-kind contribution. The first prong
of the test is that the communica-
tion must be paid for by a “person”
other than the federal candidate, the
candidate’s authorized committee
or their agents, and the second two
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prongs set out a series of content and
conduct standards.

The Davis PSAs do not meet
the first prong of the coordinated
communication test because Davis’s
Congressional office will pay for the
taping of the announcements —the
only costs identified in the request
for the PSAs. The Act specifically
exempts the federal government or
any of its authorities from the defini-
tion of “person.” 2 U.S.C. §432(11);
see also 11 CFR 100.10. Because the
use of federal government resources
by Representative Davis’s Congres-
sional office does not qualify as a
payment by a person for a commu-
nication, these PSAs fail the three-
pronged test and do not qualify as
coordinated communications.' Thus,
no in-kind contribution results from
the costs of the PSAs, and Repre-
sentative Davis will not incur any
obligations under the Act from his
participation in the announcements.

Similarly, because neither Rep-
resentative Davis nor the Founda-
tion—nor any other person—will
pay to cablecast the announcements,
the PSAs do not qualify as elec-
tioneering communications, which
are limited to communications
“disseminated for a fee.” 11 CFR
100.29(b)(3)(i). Thus, the PSA’s are
not coordinated electioneering com-
munications, which are also consid-
ered in-kind contributions. 2 U.S.C.
§441a(a)(7)(C).

Dissenting Opinion
Commissioner Thomas issued a
dissenting opinion on June 14, 2004.
Date Issued: June 10, 2004;
Length: 4 pages.
—Amy Kort

! Because all three prongs must be satis-
fied for a communication to constitute

a “coordinated communication,” the
Commission did not examine the second
and third prongs of the test.

AO 2004-15

Film Ads Showing
Federal Candidates
Are Electioneering
Communications

Television and radio commercials
featuring a Presidential candidate to
promote a documentary film would
constitute electioneering commu-
nications if they air within 60 days
before the general election or within
30 days before a primary election
or national nominating convention
and could be received by more than
50,000 people. 2 U.S.C. §434(f)(3)
and 11 CFR 100.29. Ads that consti-
tute electioneering communications
may not be paid for by corpora-
tions or labor organizations and
may trigger reporting obligations.

2 U.S.C. §§434(f) and 441b(b)(2);
11 CFR 104.20, 114.2(b)(2)(iii) and
114.14(b).

Background

Under the Federal Election
Campaign Act (the Act) and Com-
mission regulations, an electioneer-
ing communication is defined, with
some exceptions, as any broadcast,
cable or satellite communication that
refers to a clearly identified federal
candidate and is publicly distributed
for a fee within 60 days before the
general election or 30 days before
a primary election or a nominating
convention for the office sought by
the candidate. 2 U.S.C. §434(f)(3)
and 11 CFR 100.29. For Presidential
and Vice Presidential candidates,
“publicly distributed” means that the
communication can be received:

* By 50,000 people or more in a state
where a primary election or caucus
is being held within 30 days;

* By 50,000 people or more any-
where in the U.S. from 30 days
prior to the convention until the
end of the convention; or

* Anywhere in the U.S. within 60
days before the general election.

2 U.S.C. §434(H)(3)(A)(i) and 11
CFR 100.29(b)(3)(ii).

David T. Hardy, President of the
Bill of Rights Educational Founda-
tion (the Foundation), is producing
a documentary film that focuses on
the Bill of Rights. The request stated
that the Foundation qualifies as a
nonprofit corporation under Section
501(c)(4) of the Internal Revenue
Code. The film will include some
footage of federal officeholders
who are also candidates, includ-
ing President Bush. Mr. Hardy and
the Foundation plan to air radio
and television ads for a fee in order
to promote the film’s distribution.
The ads will not be received in the
districts of Congressional candidates
who are clearly identified in the ads,
but at least one Presidential candi-
date will be featured.

Analysis

Ads that refer to at least one
Presidential candidate, are publicly
distributed within the electioneer-
ing communication periods and can
reach at least 50,000 people will
meet all of the elements that define
an electioneering communication.
None of the statutory or regulatory
exemptions for electioneering com-
munications will apply to the ads in
this opinion." Moreover, Mr. Hardy
did not assert that the Foundation
was entitled to a media exemption
under the Act, and, thus, the Com-
mission made no finding with re-
spect to the application of the media
exemption in this opinion. 2 U.S.C.
§434(£)(3)(B)(i). Thus, the ads will
be subject to the prohibitions and
reporting requirements for election-
eering communications.

' Exceptions might apply if a communi-
cation was disseminated through means
other than broadcast, cable or satel-
lite communication, was a reportable
expenditure or independent expenditure,
was a candidate debate forum or a
promotion of such an event, was a com-
munication by local or state candidates
or was made by a charitable organiza-
tion under 26 U.S.C. 501(c)(3). 11 CFR
100.29(c).
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As a corporation, the Foundation
may not finance ads that constitute
electioneering communications.?
However, Mr. Hardy may pay for
the ads himself, and he must comply
with the Act’s reporting require-
ments for electioneering communi-
cations that aggregate in excess of
$10,000 in a calendar year. 2 U.S.C.
§§434(f) and 441b(b)(2) ; 11 CFR
104.20.

Date Issued: June 25, 2004,
Length: 4 pages.

—Amy Kort
AO 2004-17
Federal Candidate’s
Compensation for Part-Time
Employment

Payments that Becky A. Klein, a
Congressional candidate, receives as
compensation for part-time consult-
ing services rendered to a law firm
are not contributions to Ms. Klein’s
campaign. The payments from the
law firm will be for services actu-
ally rendered, and they are excepted
from the definition of “contribution”
because they qualify as compensa-
tion made irrespective of her candi-
dacy.

Background

Ms. Klein is a U.S. House can-
didate, and she intends to accept
part-time employment providing
consulting services, based on her
experience as Chairman of the Texas
Public Utility Commission, to a law
firm. The law firm will pay her on
an hourly basis for services actually
rendered, and the rate of compen-
sation will be comparable to that
earned by similarly qualified consul-
tants for similar services. Her work
for the law firm will be independent
of her campaign, and she will not
use the firm’s facilities—nor those
of any of the firm’s clients—for
campaign-related activity.

2 While qualified nonprofit corporations
(ONC), as described in 11 CFR 114.10,
are exempt from the prohibition on
corporate payments for electioneering
communications, the Foundation does
not qualify as a QNC under Commission
regulations.

6

Analysis

The Federal Election Cam-
paign Act (the Act) prohibits the
conversion of campaign funds
to any “personal use.” 2 U.S.C.
439a. Under Commission regula-
tions, a third party’s payment of a
candidate’s expenses that would
otherwise be deemed “personal use”
expenses is considered a contribu-
tion by the third party, unless the
payment would have been made
“irrespective of the candidacy.” 11
CFR 113.1(g)(6). See also 2 U.S.C.
439a(b)(2). The regulations state that
employment-related compensation is
considered a contribution unless the
compensation:

* Results from bona fide employ-
ment that is genuinely independent
of the candidacy;

* Is exclusively in consideration for
services provided by the employee
as part of his or her employment;
and

* Does not exceed the amount of
compensation that would be paid
to any other similarly qualified
person for the same work over
the same time period. 11 CFR
113.1(g)(6)(iii)(A), (B) and (C).

Ms. Klein’s proposal meets all
three of these requirements. The
consulting services arrangement is
a bona fide employment, and it is
genuinely independent of her can-
didacy. The proposed hourly rate of
compensation is exclusively tied to
services actually rendered and is not

more than what is paid to similarly
qualified consultants who perform
similar services. Thus, the payments
will be made “irrespective of candi-
dacy” and will not be contributions
to Ms. Klein’s campaign under the
Act or Commission regulations.’

Date Issued: June 24, 2004
Length: 4 pages.

—Amy Kort

AO 2004-18

Campaign Committee’s
Purchase of Candidate’s
Book at Discounted Price

The Friends of Joe Lieber-
man Committee (the Committee)
may buy copies of Senator Joseph
Lieberman’s book at a discounted
price that will be made available to
other purchasers under a customary
practice in the publishing industry.
The books will be given to campaign
supporters and contributors.

Background

Under Senator Lieberman’s
publishing contract, if the publisher
determines that his book is no longer
“readily saleable at regular prices
within a reasonable time,” it may
designate its remaining stock of cop-
ies as “remainder copies” and sell
them at a steep discount. The pub-
lisher recently made this determina-
tion and, pursuant to the publishing
contract, offered the book to Senator
Lieberman at a discounted price of

! The Commission noted that Ms. Klein’s
situation seemed virtually indistinguish-
able from that presented in AO 1979-74,
which was the culmination of a series of
advisory opinions reaffirming that “an
individual may pursue gainful employ-
ment while a candidate for Federal
office” and establishing and refining the
criteria for when compensation received
by a candidate would not be a contribu-
tion from the employer. The three part
test in AO 1979-74 was subsequently
codified in Commission regulations at
11 CFR 113.1(g)(6)(iii).
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$3.40 per copy before offering this
price to other buyers. The Com-
mittee intends to purchase a few
hundred of the thousands of remain-
ing copies in order to distribute them
as gifts to campaign supporters.

The Committee will not otherwise
promote or sell the book. Senator
Lieberman will waive any potential
royalties or royalty credits that might
result from this purchase.

Analysis

In-kind contributions. Under the
Federal Election Campaign Act (the
Act), a contribution includes the
provision of goods or services at less
than the usual and normal charge—
in other words, at less than the price
of those goods in the market from
which they ordinarily would have
been purchased at the time of the
contribution. 11 CFR 100.52(d)(1)
and (2). In the past, the Commission
has determined that the purchase of
goods or services at a discount does
not result in a contribution when the
discounted items are made available
in the ordinary course of business
and on the same terms and condi-
tions to the vendor’s other customers
that are not political committees. See
AOs 2001-8, 1996-2, 1995-46 and
1994-10.

In this case, the practice of dis-
counting books when they are no
longer saleable at the regular price
is standard in the publishing indus-
try. In addition, the publisher set
the price for the remainder copies
of Senator Lieberman’s book in the
ordinary course of its business based
on its estimation of the fair market
value of the book as a remainder.
Thus, the Committee will pay the
usual and normal charge for this
type of purchase, and no in-kind
contribution will result.

Personal use of campaign funds.
The Act provides for four catego-
ries of permissible uses of cam-
paign funds, including otherwise
authorized expenditures that are
made in connection with the candi-
date’s federal campaign. 2 U.S.C.
§439a(b)(1) and 11 CFR 113.2(a),
(b) and (¢). In no case, however,
may campaign funds be used for an
expense that would exist irrespec-
tive of the candidate’s campaign or
duties as a federal officeholder, and
thus be converted to “personal use.”
2 U.S.C. §439a(b)(1) and 11 CFR
113.1(g).

In this case, the funds will be
used for an otherwise authorized
expenditure made in connection with
Senator Lieberman’s campaign, and
the expense would not exist irrespec-
tive of the campaign because:

* The books will only be used as
gifts to campaign supporters and
the Committee will not promote or
sell the book; thus, the Committee
will use them only for the purpose
of influencing Senator Lieberman’s
re-election to federal office;

* The Committee will not buy more
books than it needs for this pur-
pose; and

* Senator Lieberman will not receive
any royalties or royalty credits as a
result of the Committee’s purchase
of the books, nor will the purchase
increase his opportunity to receive
future royalties.’

Thus, the Committee’s purchase
of the books is permissible under the
Act and Commission regulations.

! Although the personal use regulations
permit a candidate to rent space, equip-
ment or other items to his principal
campaign committee at the usual and
normal charge, Senator Lieberman’s
waiver of royalties and royalty credits
that would otherwise result from the sale
of copies of his book to the Committee
precludes the use of the sale as a device
to use the Committee to benefit him fi-
nancially. See 11 CFR 113.1(g)(1)(i)(E)
and AOs 2001-8 and 1995-46.

The Committee should report funds
it spends on the books as operating
expenditures for the 2006 election
cycle. 2 U.S.C. §§434(b)(4)(A) and
(5)(A); 11 CFR 104.3(b)(2)(i) and
(®)@)().

Date Issued: July 15, 2005;
Length: 7 pages.

—Amy Kort

AQO 2004-22
Unlimited Transfers to State
Party Committee

U.S. Representative Doug
Bereuter, a retiring member of
Congress, may make unlimited
transfers of campaign funds to the
Nebraska State Republican Party
(the Party). The Party, in turn, may
use these funds to renovate its office
building. Under the Federal Election
Campaign Act (the Act), transfers to
a state party committee are a permit-
ted use of contributions received by
a principal campaign committee. 2
U.S.C. §439a.

Background

Representative Bereuter resigned
from the U.S. House of Representa-
tives and will not run for re-election.
His principal campaign committee,
Bereuter for Congress, recently
transferred $5,000 from its campaign
account to the Party to defray the
costs of remodeling the Party’s of-
fice building. Bereuter for Congress
intends to transfer another $10,000
to $15,000 to fund further remodel-
ing.

Analysis

The Act lists four permissible
uses for campaign funds and pro-
vides that campaign funds must not
be converted to the personal use of
any individual. 2 U.S.C. §§439a
and 439a(b). One permissible use
of funds is for unlimited transfers
to a state party committee. 2 U.S.C.
§439a(a)(4); 11 CFR 113.2(c). These
provisions of the Act do not limit
the ways that the state party com-
mittee can use the funds, nor do
they restrict the amount that may be
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transferred in any specific period of
time.'

Thus, Bereuter for Congress
may transfer $10,000 to $15,000
in campaign funds to the Party for
the purpose of remodeling its party
headquarters. Any or all of the funds
may be transferred before August
31,2004.
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' A transfer pursuant to 2 U.S.C.
§439a(a)(4) and 11 CFR 113.2(c) is not
subject to the contribution limitation
in2 US.C. §441a(a)(1)(D) or 11 CFR
110.1(c)(5). Such a transfer is also con-
sistent with the regulations addressing
office buildings of state or local party
commiittees in 11 CFR 300.35.




