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ALLOCATION OF C
- ADMINISTRATIVE EXPENSES
- The Commission recently offered guidance to political
. committees obligated to allocate their administrative costs
between activity to support Federal candidates and actlwty
related to non- -Federal candidates. -

" BACKGROUND

Section 102.6 of the Commission’ s Regulatlons prowdes
that a political committee supporting both Federal and
rion-Federal candldates may fund its activities in one of twa
ways: :

1. E_sta_blish two committees. The committee may establish
one committee for non-Federal political activity which
. would be subject to applicable State or local election
laws, and a separate Federal campaign committee with
-an aggount in a national or State bank. Only the Federal

committee would have to register as.a political commit-'

tee under the Federal Election Campalgn Act (FECA).

2. Estabhsh a single committee. Alternatively, the polltlcall

committee may establish a. single committee with a
single account. which will make contributions to both
Federal and. non-Federal. candidates. All- contributions

. received by this committee. would ‘be subject to the -
. !|m|tat|ons of the FECA, and all contributors would ’

have to be informed  that -their contributions count
against the FECA llmltatlons

;Co‘m‘mittees“vﬂtich"establish' Federal 'carhpai.gn"committees
pursuant- to Alternative One above must allocate their

‘administrative- expenses between ' their: Federal and non- -
‘Federal -committees {11 CFR §106.1(¢e}). The Regulation -

‘requires that the #allocation be “in proportion to the

- amount .of funds expended on Federal or non- Federal

'electlons _Or-on another reasonable basis.”
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NEW GUIDELINE

The Commlssmn recently approved a staff gundelme to L

_ help clarify what may:be an example of “another reason-
able basis.” The staff gmdellne states: DR

The allocable Federal portion of the administra-
tive expenses is determined by the ratio of
(1) the total amount which the Federal cam-

', paign committee .received into its Federal -
account to (2) the total of all receipts [of both .
the Federal and non-Federal committees].

The ratio. should be based on curﬁulativé"figures, frotn tAhe.'

beginning of the year to the closing date of the report.
Receipts such as refunds or loan repayments would not be
included in the figure for total reoelpts :

‘Take, for example, a State-wide political party organiza-

tion, whose total receipts for both its Federal and non-

Federai committees is $10,000; the amount réceiveti-bv
the Federal committee is $1,500. In this case, the adminis- -

trative expenses which must be paid by the Federal com-
mittee would be 15 percent of the total admmlstratwe
expenses of the State partv orgamzatuon

. Note: Certain categories of expenses, such as voter--registr'ai-
tion and get-out-the-vote drives, must-be funded entirely -

from the Federal campaign committee and may not bé

regarded. as part of the allocable administrative: expenses

payable under the formula outlined -above if the non-
Federal committee aceepts funds from sources which are

" prohibited by the Act from making contributions in con-

nection with a Federal election. Prohibited sources include
national banks, corporations, labor - organlzatlons govern-

ment contractors and forelgn natlonals

':Further mforr_natnon and detailed reporting instructions will
“be sent to committees who indicate that they :have -esta-
- blished separate. Federal/non-Federal -committees.-under
§102.6 of the Regulations. For further informatjon;.con-
. tact the Commission by telephone at' 202/523-4068 or toII-'
. free 800/424-9530



S sion’

BREAD POLITICAL ACTTON COMMITTEE
et al v FEC etal Partlll -

On September 9 1977 the u. S D|str|ct Court for the ~
Dlstrlct of Columbia denied the” Federal Election’ Corfimis-
' snon’s-motton 0. dismiss: the suit filed by the Bread Political
read PA! :to'chailenge the provisions " . - .,
- : mg trade assoclatlons 10n September 25, 7
o 1977 therefore the FEC flled its answer to the orlgmal

- - complalnt "Fora synops:s of the complaint and the FEC's

motion- to. dlSITIlSS see: the Record, June 1977 p. 4 and_

'Juiy 1977, p. .4, respectwely

On October 6 1977, the Court denied Bread PAC's motion
“for a preliminary injunction against ‘enforcemerit of provi-
- - _sions of the Act prohibiting certain solicitations by Bread
" PAC:at the trade association’s imminent convention.

NATIONAL RIGHT TO WORK COMMITTEE
'etal v, FEC etal ' Partl -

On October 26 1977 the Natlonal nght to Work Com-

""'f-rmttee {the Committee) and its political .action committee

. ‘(Eimployees Rights. Campaign .Committee) et al.:filed in

x U8 District Court for the District:of Columbia a suit for

declaratory and injunctive relief against the Federal Elec-
_tionw Commrssnon .The Committee argues that the Commis-
- refuses to-provide- Plaintiffs, through an.advisory
o oplmon or. other\mse with- the definition of the term
“‘member!.....” and therefore,  in" the Plamtn‘fs’ view, the

o Commlttee does not- know whom it may Iawfully sollclt :

“The. Commlttee alleges that in addltlon to- thls refusal the'

_Commlssron has

' 1 Not rendered an advusory oplmon requested by the Com-‘
-.mittee. on the subject- W|th1n a “reasonable tlme " as

reqmred by the Act;.
- 2 l.l'
' 'no standards have been estabhshed for compliance with
. the .Act. .
agreement to correct the.violation; :
'3 Inhlblted political- commumcat;ons and sohcrtatlons bv
-the. Plamtlffs to their members' and - :

' "'4 Apphed :a “unique-and secret standard to the Plamt:ffs

walope: regardlrm rnetnbershrp Ilmttations T

2 ;—_,.-., s s

Contendmg that the COITIMJSSIO!'I s apphcatlon of the Act
hast_abndg,ed ‘the: Pla,lntlffs',constlt_u_tlonal rights.of freedom.

e R T TR B

. Unreasonably- found .a. v:olatlon of the Act where

W1 and: refused 10.‘enter.;into a concnhatlon

\permanent mjunetlon agalnst enf
" sions of the Act

. ,ADVISORY OPINIONS :

De51gnated as AO-

" ‘cation of the Act to specific factual sitirations. Any quali-

fied person requesting an advisory opinion who in good

 faith acts-in accordance with the opinion will, not be penal- o
_ized under the Act. The opinion may also be relied on by

any other person involved in a specific transaction which is -

“indistinguishable in"all material aspects from the actlwty

dlscussed in the adwsory oplnlon

AO 1977 41 Retirement of PI'IOI’
Campalgn Debt

-Samuel H, Young, Congresslonal candldate in- 1976 may .

use excess campaign. funds received before the daté of the

©. 1976 general election to retire all or-a portion of a cam-

paign -debt from a 1969 Congressional campaign. The Act -
permits the use of excess campaign funds for supportmg
activities of a Federal offlceholder chantable purposes, and’
“any other Iawful purpose.” 2 US.C. §4393 “The use of
excess 1976. campaign funds by Mr. Young to repay a loan
incurred during’ the course of a’ 1969 campangn would be a
“lawful purpose” provided no State or, Federal law outside
the FEC's jurisdiction prohibits such use. Payments for: th|s
purpose must be disclosed by the Young for Congress
Commlttee --1976. The applleatlon of IRS Regulations to
such pavments falls outsnde the 1ur|sdlctlon of the Federal )
Electnon Gommmsron (Length' 2 pages) '

FEC TESTI FIES BE FORE
' HOUSE ADMINISTRATION

‘On October 13 1977, Chairman “Thomas E Harns and:
Commussmner Vernon W, “Thomson testtfled before “the
House™ Admlnlstratlon Commlttee on Tevisions. to- the

; Federal E’Iectlon Campaign-Act’ of 1971 as arnended. The
-fevisions mcluded proposals drafted by the Commlttee__

staff and -those contairied in the: bill (S 9726) passed by ‘the
Senate-on-August 3, 1977. (For a summar\g of S 926 see'

the October Record p. 2. )

- ~Clerk: of -the House of:Representatives; Ex. Officio. -

)
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Endorsing' many. of the proposed chaniges, the Commmission’s .
,testlmony focused on four major areas in.the House pro- :
: _posals et LR )

1. D;sclosure

2. Political party. actu.rlty

3. Enforcemeént

4. Dlscretlonary authorlty of the FEC

In addltlon; the Commission. offered several suggestions for
. needed changes which were not addressed by the staff pro-
" posals or:-S. 926, -including legislative- recommendations
previously submitted by the FEC {see the Record, March
1877, p. 1} and solutions to-other problem areas that have
come to the Commission’s attention. Detailed Commission
comments on the specific House proposals were contained
in an appéndix to its written testimony, =

FEC FILES SUIT AGAINST

THREE CANDIDATES

" On October 27, 1977, the Federal Election Commassmn
announced it had filed civil suits in District Courts against
two candidates for- the U.S. Senate and one candidate for
the U.S. House of Representatives. Thé suits ask the Courts
to compel the candidates andfor théir principat campaign
committees to comply with the reportmg requirements of
the Federal Electlon Campaign Act. ‘

The FEC asked that Joseph Mclnerney, Independent Senate
candidate from Delaware, and his principal campaign com-
mittee be ordered to file three reports for the 1976 election
{pre- and post-general election and year-end). In the case of
Lenore Etchison, Democratic Senate write-in candidate
from Nebraska, the Commission askéd that the candidate’s

principal campaign committee be required to file two .

reports (year-end and April 10 quarterly). Finally, the FEC
cited the principal campaign committee of James Sheehan,
Republican candidate for the House from New Jersey's 7th
District, for failure to file 2 “complete” pre-general election

report for 1976. His committee’s report did not contain the-

following required information:

- The_full name, mailing address and principal place of
- business of each person who contributed in the aggregate
more-thah $100;

- In th#.case of each person making several contributions

totaling, more than $100, the total sum of the contribu-
- tigns:
- The name and full address of each contributing pOlItICal
- committee; and
_~ The amount and nature of debts owed by or to the cam-
_ paign.committee.

The Commission, prior to filing suit, had sent at least two
notices to each candidate or committee concerning report-
ing obligations and at least three notices to the committee
concerning its failure to file a “complete” report. The FEC
asked the Courts to assess a penalty of not more than
$5,000 against the candidates and committees for “failing
and refusing to comply with the requirements of the Act.”

On Oc'tober 5 1977 the Commlttee for a Constltutlonal
Pre51dency - McCarthy 76 (CCP) filed ‘a -motién-in-U.8:7 -
District Court for the District of Columbia asking that a.
suit filed by the Federal Election Commission be dismissed.”
The suit charges CCP with failure to-aménd-its feports. For
a complete summary of the: original- compiamt -sée " the
Record, November 1977 p.- 2 CCPs motnon 10 dlsmlss
argues that: :

1. The Court lacks personal jurisdiction over the case since: .
the defendent (CCP} was not properly served wuth "the
summons and complaint by the plaintiff. :

2, The complamt fails to allége- a finding of "probab|e
cause” which is a statutory prerequisité for brlngmg

-action {2 U.$.C, §437g(a)(5)(B)).

3. The FEC's statement of claim does not state i clalm

upon which rehef can be granted

"The Public‘Communicatid_ns- Office of lthe_Fe_der'ai Elee-; 7

tion Commission receives numerous inquiries from the

public on the toll-free line {800/424-9530). The fol!owmg,

explanation of the reporting requirements for earmarked_ :

contributions is presented in response t0 one of the most‘
frequently asked questlons -

EARMAR KED CONTRIBUTIONS REPORTING

DEFINITION .
“Earmarking”’ is def:ned in 'the FECs Regulatlons {11
’CFR§1106)as - P ewes .

. a des:gnatron instruction or encumbrance. o
{mcludmg those” which are direct or indirect,
express ‘or .implied, oral or written] whick' - -

results in all or any part of & contribition’ oF
" expenditure being “made. to, or expended” on-
behalf of a clearly identified cand!date ora
candidate’s authorized commiitee, N

An earmarked contribution is one; which the 'cidntnbutdr-
directs to a candidate through-an- antermedlary or conduit.
The contribution is considered made by the- -original_contri-

butor for puarposes of the contribution limitations. The - '

contribution limitations of the conduit or intermediary are

" not affected unless the conduit exercises-direction of con-

trol over the ‘choice of the intended recipient of the contri-
bution. In that case, the contribution is considered to have
been made by both the original contrlbutor and the inter-
mediary or conduit.

The earmarking' regulation does not apply to “occasional,

isolated or incidental” delivery of checks or other written
instruments made payable to a particular candidate. ""Occa-

-~ sional, isolated or incidental’ is defined as not more than.

$1,000 delivered to -any one candidate during a calendar .

year. continued



B ;;The lnterrriedlary oF condmt _
t|on must _disclose ‘the contrlbutlon on -two . separate' '
- reports:- thernext regularly scheduled report and. a speclal' .
report 10° the reclprent B . :

- .‘_I:,-Next:-Regular Flepo 3 -aThe;: conduuts next regularly
o ;,;scheduled report:. (flled‘wuh the- Commlssmn, the Clerk
.- 'of :the, House-or the.Secretary-of the Senate .as appro-
;—-;;prlate} must’ indicate: whether ‘the. earmarked contribu-

.-tion ‘was_(a) passed through the conduit's account, in. .
~'which case each contribution regardless of size would be -

L :-.dlsclosed on-the : regu[ar reporting. schedules- -of itemized
- receipts and: expendrtures or{b) passed on-in the form
of ‘the. contrlbutor s:check, in which case all earmarked

.contributions- ‘would. be d:sclosed ona separate reporting

'-—_:_ schedule. (Schedule A)

If the: lntermeduary or. condurt is. not a reporting entnty
- le.g., an individual) the ‘above reports must be filed by
. letter to the Federal Electlon Commlsslon

Pon -

‘ 2'.,"'Report to- Reclplent' A report to the mtended remplent '
" “must “also’ be mads-at’ the time. the conduit or inter-

L medrary passes the contnbutmn on to the remplent

-'-Both the above reports by the mtermedlarv or conduut

' must contain. detailed information about the conttibution

mcludmg the . 1dent|f|cat|on of the contrlbutor {and if the
_ contribution is’ from an individual. and exceeds $100, the
" contributor’s- occupatlon ‘and’ prrncrpal place of business},

. _the -amount’ of the contribution, the date the contrlbutlon

" was received - by the conduit, the intended- recipient, as

" designated. by the contributor, the ‘date the contribution

was passed on to the intended recipient, and whether the

. ,contrlbutlon was passed on.in cash, by the contnbutors

check or by the condurt ] check

'_REPORT_BY RECIPIENT o

In_addition to.reports by_the intermediary or conduit,
. - the recipient’ of ah -earmarked contribution must fully -
" disclose .the contribution (regardless’ of amount) identi-
fying both- the. original- contnbutor and each conduit
through whlch the contrlbutlon passed

_earmarked oontnbu-.‘--

_EQUAL EMPLOYMENT OPPORTUNITY PLAN

The Commission recently adopted an Equal E’mplov-,

- .ment Opportunity {EEO) Plan to implement its policy of
equal employment opportunity: for all persons working at

the FEC. (For.a summary of the EEO guidelines previously
adopted by the FEC, see the Record, _May 1977, p. 6.). The

_ Plan briefly outlines the EEQ policy and organization at the
" FEC, “including allocatlon functlons and. trarnlng of EEO '

staff.

“The Plan assesses action al_readv ta'keo'by the Co_mmissi_on

to implement .EEO policy and outlines future action.

A section on "“Specific.'Actions for the Comihgh—’ear' iden-

tifies problem areas .and- outlmes actions  to be taken to '
. correct them., An’ analysrs of the ‘composition {as of May .
~ 1977) of the Commission’s staff in terms of minority group

and sex, provides a data .base on which to make future

evaluat1ons and policy determmatrons o

g FEC documents of general applicability are published in

the Federal Register. The following list identifies ail FEC
documents appearing in the Federal Reglster between
October 19 1977 and November 15, 1977

Federal Regnster'

" Notice . “Title Publication Date ~ Citation
1977-52 1" ‘Publication of . 1110177 42 FR 58567
Advisory Opinion ) . :
Requests Dascontmued .
197753  Opinion and Regula- 11877 42 FR 59110

‘tion Index: Avail-
ability :
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T 1325'KSTREET;NW -~ °
- “WASHINGTON, DC 20463
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