FEDERAL LILCTION COMMISSION

1325 b SEREET S
AWASHING TON e Mool

June 8, 1979

MEMORANDUM

TO : FRED FILAND
PRESS OFIFICE

THROUGH  : BOB COSTA

FROM JUDY HAWKINS
SUBJECT PUBLIC RELEASE OF FINAL AUDIT REPORT

ON AFI-CTO COPE PCC

Attached is the final audit report of the ANL-CIO COPE
PCC which was approved hy the Commission in public session
on June 7, 1979,

Since all partics concerned have been notified, the
revort can be issued publicly.

Attachment as stated

cc:  FRC Library
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FLDERAL ELECTION COMMISSION

10 K STREETD N W
WASHINGTON DO 200

June 8, 1979

Mr. Georgc Mcany, Chairman
AFL-CIO COPE PCC

815 Sixteenth Strect, N.W.
Washington, Dh.C. 20006

Dear Mr. Meany:

Attached for vour information is a copy of the final
audit report of AFL-CIO COPE PCC which was approved by the
Commission in public session on June 7, 1979.

If you have anv questions concerning the report, nlease
contact Fred FRiland of the Press Office (523-4065) or
Joann McSorley of the Audit Division at (523-4155).

Sincerely, g}
— i
AL /j e M

’ - 4
Robfart J. Costa 67“
Assistant taff Diwdctor

for the Audit Division

Attachment as stated

cc:  Mr. lLane Kirkland, Treasurer

CERTIFILED IATL
RETURN RECHTPT RLQUESTED
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FEDERAL ELECTION COMMISSION

1329 h STREET NAW
MWASHE LG TON e 206ing

REPORT OF THE AUDIT DIVISION
ON THE
AFL-CIO COPE PCC

I. Background

A. Overview

This report is based on an audit of the American
Federation of Labor and Congress of Industrial Organizations
Committee on Political Education Political Contribution
Committece (AFL-CIO COPE PCC) ("the Committee"), undertaken by
the Audit Division of the Federal Election Commission in
accordance with the Commission's audit policy to determine
whether there has been compliance with the provisions of the
Federal Election Campaign Act of 1971, as amended ("the Act").
The audit was conductoed pursuant to Section 438(a) (8) of Title
of the United States Code which directs the Commission to make
frorm time to time audits and field investigations with respect
to revorts and statements filed under the provisions of the Act.

e

The Committooe registered with the United states lousc
cf Revresentatives on April 7, 1972. The primary function ot the
Committee on Political Educatien's Political Contribution Committee
is that of contributing funds to candidates seeking federal office.

The audit covered the period January 1, 1975 throudh
June 30, 1977, the final coverace date of the latest report filed
by the Committec at the time of the audit. The Committee reporied
orening cash at January 1, 1975 of $12,822.75, total receipts for
the period of $2,086,914.61; total cxpenditures for the period
of $2,068,974.83; and a closing cash balance con Junc 30, 1977
of $30,792.53.

This audit report is based on documents and working
papers which supvort cach of the factual statements. They forn
part of the record upon which the Commission based its decisions
on the matters in the report and werce available to Commissionors
and apwvropriate staff for roviow.




1. Koy Personncl

The principal officcers of the Committee for the period

of the audit were George Meany, Chairman and Tane Kirkland,
Secroetary-Treasurer.

C. Scope

The audit included such tests as verification of total
reportod receipts and cxpenditures and individual transactions;
revicw of required supporting documentation; analysis of Committce

e debts and obligations; and, such other audit procedures as deemed
o necessary under the circumstances.
- TI. Auditor's Statement and Description of Findings
- It is the opinion of the Audit staff, based upon cxamination
of the reports and statements filed and records presented, that
b3 the AFL-CIO COPE PCC has not conducted its activities in compliance
with the Federal Rlection Campaign Act and that the reowvorts and
- statemonts filed by the Committer did not fairly present the
financial activities of the Committee for the period covered by
the audit.
r.
A Committce Receipks
- L
AT
puring the course of the audit, we determined that

the AFT=CIOQ COPE PCC cmplovs our (4) methods for the solici-
tation, transmittal and reccitt of voluntary contributions.

1) AFL-CIO hecadquarters staff personnel who are
members have authorizad pavroll deductions of voluntary
contributions. The PCC reports these receipts as either
jtemized or unitemized as necessary.

2) The Committee advises unions of the availability
of PCC membership ticket booklats and buttons for the coming
year's PCC “undraising drive. Unions respond and reocuest to be
provided a given number of booklets. Solicitations and collectiens
are made specifically for the AFL-CIO COPE PCC and the contributor
is provided with the ticket as a receipt. The contributions
raised in this manner are accompanied by receipt booklet stubs
as supporting documentation, forwarded to the PCC, and then
reported by the PCC as unitemized receipts.




The member union may permissibly solicit contri-
Lut ions in this manner and the individual soliciting is consideorced
an agqent of the AFL-CIO COPE PCC. However, in some cases (sece
Finding B), the voluntary contributions received for the benefit
ol the pPCC were being deposited together with prohibited union
treasury funds in labor organization accounts, and being held
up to one year wrior to their transfer to the PCC. As noted
in Finding B, this practice is not accoeptable.

Ther Cormission determined on August 3, 1978 that
the following procedures be employed when voluntary contributions

w arce collected by members of the AFL-CIO and are transmitted to
the AFL-CIO.

When a member or official of a reporting inter-
- national, national or local union which in turn is a member of
the AFL-CIO solicits contributions solcly on behalf of the
AFL-CIO by usc of recceipt booklets furnished by the AFL-CIO, the

solicitor must ecither 1) forward the funds immediately to the

a AFL=-CIO COPE PCC; or 2) within 10 days deposit the funds in a

- transmittal account (cither procedurc must be in accordance with
the procedurces cutlined in Finding B.). In ecither event, the

c PCC is required to include and report these recoipts on its next

. disclosure report.

l'\

- 3) The PCC conducts what avpear to be joint fund-

- raising cfforts with member unions. Our review of Committece

-— records indicated at least one (1) instance where the joint

fundraising cfforts on the prart of the PCC and a national union
consisted solely of literature supplied by the national union

to its members indicating that a percentage of the monies
collocted for the union's political action committee would
ultimately be forwarded to the PCC. In this instance, the unicn
had not recauested nor received PCC meonmbership ticket booklets
for distribution to its members. 7These funds were renorted as
unitemized contributions by the PCC, with no indication on the
PCC disclosure reports that joint fundraising efforts were
conducted. Howover, since the transmittal of the joint fund-
raising proceeds represent transfers of funds from the political
Committees of the labor organization to the PCC, such transfers,
rogardless of amount, should be itemized by the PCC as requiroed
by Scction 434(b) (1) of Title 2, United States Code.




Accordingly, on August 3, 1978 the Commission
determined that the following procedures be used when the

AFL-CIO engages in joint fundraising activities with a member
union.

In order for the solicitation to constitute a
"joint fundraising cffort” on the part of the PCC and the membor
union political committee the person soliciting the contribution
must, among other requirements under Section 114.5 of the
Commission's Requlations (11 CPFR 114.5), inform the member at the
time of the solicitation of the purpose of the fund (i.e., that

~. a portion of the funds will be sent to the AFL-CIO COPE PCC).
Funds solicited in this manner which are transferred from the
o member union political committee to the PCC are not subject to

the contribution limitations (see 2 U.S.C. 44la(a) (5)(A)). Funds

which are not raised under the conditions scet forth above are not
joint fundraising efforls and are subject to the contribution

- limitations when transfoers are made. When using this manner of

solicitation and collection, 1) the political committece of the

memboer union would report these funds as itemized or unitemized

contributions when roeccivedd; 2) the transfer out of funds from the

momber union political committee to the PCC would be labeled as

a joint fundraising effort and reworted as a transfer by the

political committee of the member union on the next report; and

3) the PCC would then report these funds as transfers-in from

the member union political committoe on the next report and laboel

cach of thesce transfors "joint fundraising efforts.”

H

!

n 7 A

1) The f£inal method of solicitation and collection
of voluntary contributions involves the transmittal of funds
to the PCC with accompaying correspondence from the member union
indicating that the funds reprosent voluntary contributions. XNo
other supporting documentation was provided nor was there any
indicatien that the PCC and member union had encaged in joint
fundraising cefforts. Therefore, the transfers from the political
committee of the membor union to the PCC would be limited to
55,000 in any calendar vear under the provisions of Section
A41a(a) (2) (C) of Title 2, tinited States Codo.

ilowevaer, our roview of Committee records indicaded
that at least one (1) transmittal of $10,000 from a political
fund without sunporting documentation or indication of the socuuce
of the funds had boen received by the PCC and reperted as unitemised
recaints. As noted in (3) abova, the receipt of funds by the PCC
from thoe political committces of the labor unions should be itonminoa

s bransfors recardless of amounc.

&




Oon August 3, 1978, the Commission dectermined
that the following procedures should be used when the member
union collccts on behalf of its political committee and forwards
the funds to the AFL-CLO COPL PCC.

kach transmittal must be reported as a transfer
out by the local, national or international union and a transfer
in by the PCC. Since "all of the political committces sct up bv
the AFL-C10 and all its State and local central bodies are
treated as a single political committee" (llouse Report 94-1057,
94th Congress 2nd Sossion, page 58), the state and local AFL-CIO
central bodics may collect monies and transfer unlimited amounts
to the PCC. However, since the House Report also states that
"all of the political committees set up by a single international
union and its local unions are trecated as a single political
committee" there is no per se affiliation between the PCC and the
separate scgregated tunds of the international unions which are
members of the AFL-Clo. Therefore, if the inteornational union
solicits money for its own political fund and Jdoes not inform
the union member at the time of solicitation that a portion of
the contribution is for the PCC, the transmittal from the inter-
national political committec to the PCC will not be viewed as the
product of joint fundraising or direct solicitation, but rathor
it will be deemed a transfer from onc (1) multicandidate political
committee to anothuer and must be within the $5,000 annual limita-
tion cstablished by 2 U.8.C. Jd4la(a) (2) (C).

The Commission further rodauestoed that Lthe Committee
implemont the procuditres outlined in (2), (3) and (1) above and
amend its reporis filed from January 1, 1975 through the present

to itomize all tranuters including thosce which are the rosult of
joint fundraising citorts.

Recormmendation

On Octebeor 10, 1978, the Committoe submittod to the Audit
staff written procuodures to be implemented by the Committec in
order to comply witih the above rsquirements.  Also, the Committee

has filed the reqguecsted amended reports on October 10, 1978 and

s

revised amendments on January 16 and 18, 1979 itenizing all transtor

including those that resulted from joint fundraiscrs. Since the
Committec has fully complied with the rocommendations of the
Commission, we recommend that no furchor action is necessary.



on Union Accounts - -

o

Section 441b of Title 2 of the uUnited States Code
provides for the establishment, -administration, and solicitation

of contributions to a separate segreqated fund to be utilized
for political purposecs by a 1abor orqganization. ' Section 437b(a) (2)
requires, “in part, that the "treasurcer of ecach politica]‘committeo
“designate one or more national or State banks as campaiyn deposi-

~ .. tories of such committee, while Section 433(b) (9) of Title 2 of .

) the United States Code requires. that a listing. of all banks and

o ‘ repositories used by the Committec must be disclosed.
- . .. ... Our review of Committoe's records indicated that a
- substantial number.of the veoluntary contributions reccived by
e - various labor organizations. for the benefit of the PCC apparently
s S were baine .depositaed.in unicn accounts and subsccuently transforrod
- ' to the pcC. - It should be nored that due to the type of documen-—
. ‘ 7 tation maintained by the® Committee for rcccipts, it was not alwavs
- possiblé - to . determinge the sourcc;of;funds-as~cithdr‘a political
.7 .contvibution fund or unicn troasury fund. . However, at least 140
© Citems of this nature ranging in dollar.amount from $2.00 to |
r $15,000:00 woro Roted durine the period audited. T e
~r“ A s , . . . . . ) ) . - = ) :.», ; P e NN
R rhe Commission determined on August 3, 1978 that the
- ‘Committee advise local labor oruanizations to 1) forward the funds

Cimmediately (by means other fhan -through” a personal, union or
other prohibited account) to the AFL-CTO COPE PCC which must:
JGeposit the funds within 10 days or 2) within 10 dayvs deposit -
~voluntary contributions in Mtransmittal®™ accounts which shall
‘be:uscd solely for the purrese of transmitting’ voluntary contri-
butions to the AFL-ULO COFH PCC. Accounts from which cxpenditur-s
_are made for any purpose other than the transior of funds to tha

v/‘MPCC:cdﬁth‘be tropsnittal accounts.  Furthoer, the PCCyis  required
£ include these roceipts on i3 neoxt dizclozure report "

Rocommendation

Ccn October 10, 1978, thoe Committee submitted written procodur:
advising local labor organizations of this provisien and’guidelincs

that no further action in this matter is nocessary.
. - B B P

e for ‘implemcntation. Therefore, it is the opinion of therAudit staf
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C. Transfer of Funds from AFL-CIO COPE Educational Account

‘qoction 441b of Title 2 of the United States Code
prohibits a union general treasury from making transfers to a
separate segregated tund such as the AFL-CIO COPE Political
Contributions Committee (PCC).

After examination of the Committce's records and reportis,
and conversations with the Committec's Counsel and Accountant, wo
verified that the AFL-CIO COPE PCC, a separate segregated fund,
transferred monies to the AFL-CIO COPE Educational Fund, a general
trecasury fund, when the PCC had excess funds.

Also, there werc occasions when the Educational Fund
transforred funds to the PCC. We verified that during the period
from January 1, 1975, through June 30, 1977, the PCC transfoerroed
$322,000 to the Bducational Fund, while $185,000 from the
Liucational Fund was transferred to the PCC account. Committ
ofricials advised that the Educational Fund contains union tr
funds as well as voluntary contributions. (lowever, this sta
was nol verificd since the audit of the Educational Fund was 1
within the scope of our audit as directed by the Commission).

3.
(5%

v

Although the transfers of funds from the PCC to the
rdueational Account were not in violation of the Act, the transfors
“rom the Bducational Account to the PCC did constitute a violation,
since the bducational Fund is comprised oi various sources of
woniaes, a transfer from this account would be comprised in whole or
in part of other than voluntary contributions, because monics ara
fungible once they are deposited in the same account.

As a result of the audit, on October 20, 1977, the
Commission found reasonable causce to believe that the Committcoc
fad violatod Scction 1dlb.  Subscqguently, the Commission un-
cuccessiully attemmted to onter into a conciliation agrecement
and, as a result, tiled suit against the aAFL-CIO COPE on.
pDocamber 16, 1977.

of Columbia is g

on June 12, 1978, the U.S. District Court for the District
sued a judament in favor of the Commission as
Tollows:



1) The: transfers of money from AFL-CIO COPE Eductional
tfund to the AFL-CIQ COPE PCC, a separate segregated fund,
violated 2 H.5.C. 441b;

2) T AFL-CIO was enjoined at any time in the futurc
from transferring any money from general treasury funds or from
the AFL-CIO COPE Educational Fund to the separate segregated

Ffund of the PCC, except as sct forth in the single transfer
orduer below;

3) The defendent was ordered to pay a civil penalty in
the amount of $10,000 pursuant to 2 U.S.C. 437g(a) (1) (7) and
it was further ordercd that the AFL-CIO COPL Educational Fund
should transfer $312,000 to the AFL-CIO COPE rCC forthwith.

On August 15, 1978, the AFL-CIO filed notice of
avpeal from the portion of the order which directed the defendant
to waw a civil penalty in the amount of $10,000. This action
is currently ponding in the United States Court of Appeals for
the District of Columbia Circuit.

D. Transfer of Funds

As stated in C above, Section 441b of Title 2 of the
tod States Code prohibits a union general treasury from making
ansfers to a separate scqregated fund.

Litt
1o 8- oy
o

in acddition to the funds discussed in C above, a nominal

smount of funds ($8,031) that represents voluntary contributions
vreviously deposited in the Educational Fund has becen transferroed
OV:\

m the Lducational Fund to the PCC. This situation is a result
the PCC receiving contributions from local labor organizations

I
oz

[o3 M
0

vt having no indication of the source of the funds. Since the
~CC was not certain that the funds represented voluntary contri-
but

ions, the funds were deposited in the Educational Fund account
until information was recceived showing that they represented
voluntary contributions to the PCC which for convenience wvere

+yar

ransforred through the local labor organization accounts. Upon
making that determination, the exact amounts in question were
sranscerred from the Educational Fund to the PCC.

On August 3, 1978, the Commission determined that in the

o the Committee should deposit guestionable contributions
inte the PCC account pursuant to Part 103.3(b) (2) of the Commissicn's
sculations which allows the Committee a reascnable period of tim.:
0 deotermine the logality of the contributions.



Recommendation

The Committee submitted to the Audit staff on October 10,
1978, a written directive to Committce personnel advising of
this procedure. Therefore, it is the opinion of the Audit staff
that no further action in this matter is necessary.
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FEDERAL ELECTION COMMISSION

1325 K SIREET SN W
WASHINGTON DD e 20kdnd

ADDITIONAL INFORMATION REGARDING THIS ORGANIZATTION
MAY BE LOCATED IN A OCOMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE COMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED COMPLIANCE ACTION FILE
SIMPLY ASK FOR THE PRESS SUMMARY OF MR # ¢<42-- .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF
THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.
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FEDERAL ELECTION COMMISSION

1325 N SIREET NV,
WASHINGTON. DU 2Udb 3

ADDTTTIONAL INFORMATION REGARDING THIS ORGANIZATION
MAY BE LOCATED IN A OOMPLETED COMPLIANCE ACTION
FILE RELEASED BY THE OCOMMISSION AND MADE PUBLIC IN
THE PUBLIC RECORDS OFFICE. FOR THIS PARTICULAR
ORGANIZATION'S COMPLETED OOMPLIANCE ACTION FILE |
SIMPLY ASK FOR THE PRESS SUMMARY OF MR #_35¥ .
THE PRESS SUMMARY WILL PROVIDE A BRIEF HISTORY OF

THE CASE AND A SUMMARY OF THE ACTIONS TAKEN, IF ANY.

Audit # 75/
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