

































































































































































THE WHITE HOUSE

WASHINGTON

March 19, 1976

MEMORANDUM FOR:

"~ PHIL BUCHEN/

ROGERS MORTON
JACK MARSH

MAX FRIEDERSDORF
JIM CAVANAUGH
BOB ORBEN

JERRY JONES
BARRY ROTH
STUART SPENCER
BOB VISSER

FROM: JIM CONNOR

SUBJECT: Federal Election Commission Statement

~.

Attached is a proposed statement by the President on which I

have been asked to get your comments as soon as possible.

If you could send your comments to me (either by phone omin
writing) by 2:30 pm today, March 19, it would be greatly appreciated.
Thanks.

o vania




March 19, 1976

(GERGEN)

FEDERAL ELECTION COMMISSION STATEMENT

Early this year, in its ruling on the campaign reform

laws, the Supreme Court said the Congress had 30 days to

correct a small defect in the Federal Election Commission

or the Commission would lose most of its powers.

Three weeks ago, because the Congress had not yet acted,

the Court gained a 21-day extension.

Now some 50 days have passed, and this Congress is still

engaged in inexcusable and dangerous delays.

Time is running out. On midnight Monday, the watchdog

sét up to protect our elections will be stripped of most of

its authorities.

The American people have a right to ask -- just as I

am asking:

[




-- Why won't the Congress act immediately to extend
the life of the Commission through the November elections?
This is the proposal that I have made repeatedly and it is

a sound, sensible approach.

i

!

-— Why are some members of the Congress still trying to
impose massive changes upon the campaign laws right in the
midst of a campaign? It is clear that such changes wQuld
create'gréater chaos and uncertainty so that I could not in

good conscience accept such a bill.

~

-- Finally, why do some members of the Congress seem to

be retreating from our commitment to fair, clean elections.

No one can ignore the fact that the American people have had

enough of "politics as usual”.

These are the questions to which the Congress must be
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Federal Election Commission so that the democratic process

in 1976 will be truly worthy of our great nation.

Thank you.




THE WHITE HOUSE

WASHINGTON

March 26, 1976

MEMORANDUM FOR: ED SCHMULTS

MAX FRIEDERSDORF

FROM: BARRY ROTH

SUBJECT: S. 3065

The following is in response to your request for
identification of the principle problems raised
by S. 3065 to reconstitute the Federal Election

Campaign (FEC) and to make certain amendments in
the Campaign Act:

1.

Section 104 (e) (2) of the bill (the so-called
Pack Wood Amendment) was modified on the
Senate Floor to require that expenditures

by a corporation, labor organization, or
other membership organization which
explicitly advocates the election or

defeat of a clearly identified candidate
through a communication with stockholders

or members or families shall report such
expenditures once they exceed in the

aggregate of $1,000.00 per candidate per
election.

This was an increase from the $100.00
figure in the original substitute bill

and represents a substantial loophole

as unions can refer to numerous candidates
and thus spend thousands of dollars in
total while continuing to spend less than
$1,000.00 per candidate.

Our preference should be gither to return
to the $100.00 level or to make the




threshold amount at $1,000.00 for all
candidates jointly. Another alternative
would be to clarify the types of

expenses that would have to be reported,
regardless of amount such as cost relating
to phone banks, mail solicitation and the
like.

Section 110 of the bill establishes a new
Section 321 of the Federal Election
Campaign Act and is designed to modify

the FEC's SUNPAC decision. At present

the law permits a corporation to solicit
contributions for a separate segregated
account from all employees of a corporation.

This bill allows a corporation to solicit
only from its stockholders and executive

or administrative personnel and their
families. The Act provides an exception
that all other employees of the corporation
may be solicited notmore than twice a year,
in writing and at their residences.

The new Act also provides that any
contribution resulting from this solici-
tation must be received in a manner that
the identity of who has contributed or
not contributed cannot be determined.

This last feature results in barring the
use of the checkoff for non-management
personnel. :

I am advised that this is in fact Senator
Cannon's intent. This undermines the
effectiveness of the solicitation and
also requires mailings that may well be
too expensive for a corporation to elect
to undertake. Furthermore, this creates
an anonymity for contributions that is
anathema to the thrust of the entire
campaign law.




This new Section 321(b) (2) (B) also makes
it illegal "for an employee to solicit a
subordinate employee." At best, this
language is ambiguous and could possibly
be interpreted to prohibit a non-coercive
solicitation of funds by the chief
executive officer of a corporation directed to
employees or even other officers. On

the other hand, it could be argued that
the use of the word "employee" does not
include management personnel since the
statute refers in several instances to
officers and employees and at other times
to executive or administrative personnel.

In the absence of any definitive legisla-

tion on this point, however, clarification
ig at a minimum necessary and elimination

from the statute preferable.

An alternative approach would be to structure
subparagraphs (B) (C) (D) as guidelines which
are used to determine whether or not there
has been coercion rather than providing

that such activities are per se illegal.

Sections 321(b) (4) &(5) are also ambiguous.
Subparagraph 4 provides that notwithstanding
any other law, any method of soliciting contributions
which is permitted to a corporation shall also be
permitted to a labor organization.

Subparagraph 5 provides that any method of
soliciting voluntary contributions that a
corporation uses, it must make that same
method available to the union at cost once
it has received a written request for such.

A question has been raised whether this
mandates corporations to provide checkoffs
for union PACs. My understanding is that
Section 4 was intended not to be mandatory
but only to make it clear that such union
checkoffs are legal. However, this is an
ambiguity that must be clarified. This

can be done either in the legislative history




or by changing the word "shall" in sub-
paragraph 4 to "may." '

Another alternative would be to combine
subparagraphs 4 and 5 and then clearly
state that the corporation is not
required to provide a method for
receiving voluntary contributions unless
it has itself used that method.

Section 110 of the bill also establishes
‘a new Section 320 of the FECA. Sub-
section (A) (3) of it provides that
" _ . all contributions made by political
committees, established, financed,
maintained or controlled by any person oOx
persons including any parent subsidiary »
branch or division, department or affiliate
or local unit of such persons or by any =
group of persons shall be considered to .
have been made by a single political
committee. While some people claim that
this fact is intended to prevent the
- proliferation of both union and corporation
.~ PACs, a contrary argument can be made with
respect to union PACs. '

The key language in this section appears
to be "political committees established,
financed, maintained or controlled by."

It is my understanding that this language
tracks a proposed FEC regulation which
would have considered local unions to be
independent of the national and other
locals and thus would consider such
contributions as being from separate
political committees. Since corporations
are by law not independent from themselves,
the same argument cannot be made.

This is an'important question upon which
there should either be clarification or
legislative history to indicate that this




currently prohibits the proliferation of
union and corporate PACs.

The thrust of these SUNPAC amendments will
discourage corporations now in the process
of establishing PACs from so doing. It is
also quite possible that some existing PACs
will be terminated.

There appears to be several alternatives for
legislative action in this regard. The first is
to press for the Senate bill with the changes
described above. Another would be to prohibit
-the establishment of separate segregated funds
by both unions and corporations, thus, ensuring
equality through prohibition. A third alternative
would be to reject the current Senate bill and
push for simple reconstitution as the only timely
and equitable method that can be accomplished.

I am advised that the Business Roundtable is
contacting its members today to push for simple
reconstitution. Ed McCabe, who represented Sun
0il before the FEC on the SUNPAC decision, is
also examining this section and will advise us
of his views in this regard.
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Oon October 15, 1974, I signed into law the Federal
Election Campaign Act Amendments of 1974 which made
far-reaching changes in the laws affecting Federal
elections in election campaign practices. This

law created a Federal Election Commission to
administer and enforce a comprehensive regulatory

scheme for Federal campaigns.

On January 30, 1976, the United States Supreme Court
ruled that certain features of the new law were
unconstitutional. The Court allowed 50 days to
"afford Congress an opportunity to reconstitute the

Commission by law."

At the same time, I urged Congress to enact quickly
this required change as an interim solution so the
Commission could continue to operate through the
1976 election. This is the simple and fair thing

to do.

Instead, Congress has already consumed 83 days in
its attempts to amend the existing law in over 100

ways.




In the meantime, campaigns which were started in
reliance on the funding and regulatory provisions of
the existing law suffer from lack of funds and lack
of certainty over the rules to be followed. The
complex changes called for in the draft conference
bill can only introduce further uncertainty in the
law, and thus additional confusion for the candidates

in the present campaigns.

Accordingly, I again ask the Congress to pass the
simple corrections mandated by the Supreme Court
immediately upon their return next week. The
American people want an independent and effective
Commission. All candidates must have certainty in

the election law. All Presidential candidates need
the funds which are being held up by the Congressional
inaction. It is appropriate that the candidates get
the full benefit of the new law so that they can

continue to campaign and the people can render informed

judgments at the polls and in their party caucuses.




FEDERAL ELECTION LAW AMENDMENTS

Mr. President, will you sign the compromise
worked out by the Conference Committee?

As you know, we cannot be certain as to the
specific final language of the bill which
will have to be submitted to both the House
and Senate before it would come to me,
because the Conference Committee has not
yet adopted its report. I am advised by my
Counsel that the Conference Report proposes
over 100 changes in the current law. These
changes were the result of intense political
and partisan debate within the Congress and
will have a substantial effect on the work
of the Commission and on political campaign
practices by all candidates.

The integrity of our system of nominating
and electing candidates for Federal offices
is a keystone to this Nation's strength.

We must consider any changes in that system

very seriously because in the final analysis,
the election campaign laws must be scrupulously
fair or they will not be accepted by the
American people.

I continue to feel that the simple reconsti-
tution of the Federal Election Commission as
mandated by the Supreme Court is the wisest
course for the Nation at this point midway
through a Federal election year.

Obviously, I will consider any bill that
Congress ultimately does send me, but I would
caution the members of Congress against
playing politics with the Nation's election
campaign laws.






