
 

 

 
 
FEDERAL ELECTION COMMISSION 
Washington, DC  20463 

September 14, 1979 
 
CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 
 
ADVISORY OPINION 1979-42 
 
Mr. Walter Ray Vernon, Jr. 
South Carolina National Bank 
P.O. Box 168 
Columbia, South Carolina 29202 
 
Dear Mr. Vernon: 
 

This responds to your letter of August 1, 1979, requesting an advisory opinion on behalf 
of the South Carolina National Bank Political Action Committee ("BANKPAC") concerning 
application of the Federal Election campaign Act of 1971, as amended ("the Act"), to the 
payment of insurance premiums for BANK-PAC officers by either South Carolina National 
Bank (the "Bank") or BANK-PAC itself. 
 

Your letter explains that the Bank established BANK-PAC as its separate segregated 
fund. The officers and members of BANK-PAC are also officers of the Bank. You state that it is 
the opinion of your office that the Bank's officers and directors liability insurance coverage will 
not indemnify for any acts or omissions of the officers when acting in their capacity as officers 
or members of BANK-PAC. You further state that the successful establishment and 
administration of BANK-PAC is contingent upon the availability of insurance coverage since 
absent insurance individuals are hesitant to serve. The Bank therefore desires to purchase 
insurance to indemnify the officers and members against liability arising from the direction of 
BANK-PAC. 
 

Specifically you ask whether the Bank may pay the premiums on the liability insurance 
for BANK-PAC officers and members; and whether such expense would be considered as a cost 
of establishment or administration of a separate segregated fund under 11 CFR 114.1(a)(2)(iii). 
In the event that the answer is no, you ask whether BANK-PAC may pay the premiums directly. 
 

As you note in your request, national banks are prohibited from making any contribution 
or expenditure in connection with election to any political office. 2 U.S.C. 441b and 11 CFR 
114.2(a). However a national bank may sponsor a separate segregated fund to be utilized for 
political purposes. The Act specifically excludes the "establishment, administration and 



solicitation of contributions" to such fund by the sponsoring organization from the definition of 
contribution. 2 U.S.C. 441b(b)(2)(C). 
 

The Commission is of the opinion that payment by the Bank of the proposed insurance 
premiums is permissible as a cost of establishment and administration of BANKPAC and is not a 
contribution by the Bank to BANKPAC. See 2 U.S.C. 431(e)(5)(F). 
 

Although you raised the question regarding payment of the premiums by BANK-PAC 
only if the Commission ruled that the Bank was prohibited from making the payments, the 
Commission notes that there in nothing in the Act or Commission regulations which limits or 
prohibits such spending by BANK-PAC. Generally, a political committee can expend funds for 
any lawful purpose which is not prohibited by the Act or regulations. Of course, expenses paid 
by BANK-PAC are reportable as disbursements of a political committee, even if those expenses 
are not "expenditures" under the Act and regulations. 11 CFR 104.2(b). 
 

This response constitutes an advisory opinion concerning the application of a general rule 
of law stated in the Act, or prescribed as a Commission regulation, to the specific factual 
situation set forth in your request. See 2 U.S.C. 437f. 
 
       Sincerely yours, 
 
       (signed) 
 
       Robert O. Tiernan 
       Chairman for the 
       Federal Election Commission 


