
 
 
 
 
    FEDERAL ELECTION COMMISSION 
       WASHINGTON, D.C. 20463 

  

 
 
MEMORANDUM 
 
 
TO:   The Commission 
 
FROM:  Lisa J. Stevenson 
   Acting General Counsel 
 
   Lorenzo Holloway 
   Assistant General Counsel 
   Compliance Advice 
 
   Joshua Blume 
   Attorney 
      
SUBJECT:  Debt Settlement Plan #17-02 
   Friends of Mark Neumann, Inc. (C00501361) 
 
I. FRIENDS OF MARK NEUMANN, INC. SEEKS COMMISSION APPROVAL OF 

DEBT SETTLEMENT PLAN 
 
 Friends of Mark Neumann, Inc. (the “Committee”) has submitted a debt settlement plan 
(“DSP” or “plan”) for the Commission’s approval.1  Part I of the DSP reports that the Committee 
owes a total amount of $279,073.71 to five creditors.  See Attachment 1, at 2.  In Part II of the 

                                                 
1  The Committee originally submitted its revised debt settlement plan on May 16, 2014.  See Attachment 1.  
We asked the Committee to provide additional information in a letter, and through telephone and e-mail 
correspondence.  In particular, we had asked one question regarding the creditors’ assertion that they had previously 
extended credit to the Committee, to ascertain whether the requirements of 11 C.F.R. § 116.3(c)(2) were satisfied.  
See footnote 4, infra.  In an e-mail dated September 25, 2014, the Committee indicated that it lacked first-hand 
knowledge of the circumstances and that it would require many hours to accurately answer the question.  It 
expressed a desire to withdraw its request for approval of the DSP if the Committee could not be terminated without 
an answer to the question.  We therefore considered the matter suspended and closed the file.  On December 23, 
2016, the Committee sent a letter addressed to the Secretary of the Senate providing a response to the question.  We, 
however, were not aware of the existence of this letter until the Committee sent to us an e-mail inquiry in the 
beginning of April 2017.  Following additional correspondence with the Committee in that month, we reopened the 
matter. 
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DSP, the five creditors would forgive nearly all of the Committee’s outstanding debt.2  The 
Office of General Counsel has reviewed the plan and recommends that the Commission approve 
it.  The reasoning in support of our recommendation is set forth below.  

II. THE COMMISSION SHOULD APPROVE THE DEBT SETTLEMENT PLAN 
BECAUSE IT WOULD NOT RESULT IN EXCESSIVE OR PROHIBITED 
CONTRIBUTIONS   

The Committee’s plan is summarized in the following chart, which identifies the five 
creditors listed in Part II of the plan, itemizes the amounts owed, the amounts proposed to be 
paid, the amounts proposed to be forgiven and the percentage of the amounts proposed to be 
forgiven:   

 
Creditor Amount 

Owed 
Amount 

to be Paid 
Amount  

to be Forgiven 
Percentage to 
be Forgiven 

Century Data 
Systems Corp. 

$22,480.72 0 $22,480.72 100% 

Base Connect, Inc. $122,281.62 0 $122,281.62 100% 
Legacy Lists, Inc. 
- Brokerage 

$61,603.24 0 $61,603.24 100% 

Legacy Lists, Inc. 
Management 

$18,299.65 $328.713 $17,970.94 98.2% 

Consolidated 
Mailing Services 

$54,408.40 0 $54,408.40 100% 

Totals $279,073.71 $328.71 $278,744.92 99.9% 
 
The Commission reviews debt settlement plans to ensure that neither excessive nor 

prohibited contributions result from the creation and settlement of the committee’s debts.  See 
Debts, 55 Fed. Reg. 26378 (Jun. 27, 1990).  Section 116.7(f) sets forth six factors the 
Commission considers in reviewing debt settlement plans: (1) information provided by the 
Committee and its creditors; (2) the amount of each debt that remains unpaid and the length of 
time each debt has been overdue; (3) the amount and percentage of each debt that would be 
forgiven under the plan; (4) the total amount of debts and obligations owed by the terminating 
committee to all creditors, compared to the total amount of cash on hand and other amounts 
available to pay those debts and obligations; (5) the year-to-date expenditures and receipts of the 
terminating committee; and (6) whether the total percentage that was or will be repaid on any 

                                                 
2  The Committee reports having remaining cash on hand of $328.71.  It proposes to pay this amount to one 
of the creditors, Legacy Lists Management. 
 
3  The creditor information sheet for this creditor in Part II of the DSP indicates that the Committee does not 
plan to pay any amount in settlement.  However, the Committee indicates in Part III of the DSP, in which it lists 
again the creditors in Part II of the DSP, that it plans to pay its remaining cash on hand to this creditor.  In a letter to 
this office, the Committee states its intent to pay its remaining cash on hand to this creditor “when [it is] allowed to 
close the account”.  Attachment 2, at 2. 
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loans made by the candidate to the terminating committee is comparable to the total percentage 
that was or will be paid to other creditors.  11 C.F.R. § 116.7(f)(1)-(6).   

 
Application of Factors.  The first factor requires the Committee to submit information in 

support of the debt settlement plan.  11 C.F.R. § 116.7(f)(1).  The supporting information must 
include information about the origination and satisfaction of the debt.  This includes information 
about: 1) the terms of the initial extension of credit,4 2) the candidate’s or the committee’s efforts 
to satisfy the debts, and 3) the creditor’s use of remedies to satisfy the debt. 
11 C.F.R. § 116.7(e)(1)(i)-(iii).  

 
The Committee submitted information in support of the DSP.  The plan sets forth the 

nature of the debts the Committee seeks to settle and the terms of the initial extensions of credit. 
In this case, all of the debts are described as having been incurred for fundraising services, and 
payment of the bills for these services was due within 90 days of the date on which the creditors 
issued the invoices.  11 C.F.R. § 116.7(e)(1)(i).  The DSP also describes the efforts the 
Committee made to satisfy the debt.  The Committee attempted to raise funds after the 
Candidate’s loss of the primary election for up to six months after the election.  11 C.F.R.  
§ 116.7(e)(1)(ii).  Finally, the DSP describes the efforts made by the creditors to collect the 
debts.  All five creditors sent invoices to the Committee and, following the primary election, had 
conversations with the Committee to decide what steps the Committee would take to collect 
contributions to pay the debts, and the frequency of these conversations diminished over time as 
the Committee received fewer contributions.  See Attachment 2, at 2.  11 C.F.R.  
§ 116.7(e)(1)(iii). 

       
A debt settlement plan must also include information about the terms of the settlement 

and a comparison of those terms to the terms of any settlements that the creditor has entered into 
with other nonpolitical debtors.  11 C.F.R. § 116.7(e)(1)(iv).  All five creditors signed the 
creditor sections of the DSP, and each affirmed that the efforts they made to collect the debts 
were similar to their collection efforts against nonpolitical debtors.  However, they each denied 
that the terms of their settlements were comparable to the terms of their settlements with other 
nonpolitical debtors.  The creditors explained that the terms were not comparable because the 
customer usually offered some payment in the other settlements.  The creditors stated that they 
agreed to depart from their customary settlement practices because their nonpolitical debtors 
usually had assets or income available from which to obtain payment, whereas the Committee 

                                                 
4  The five creditors indicated in correspondence with this office that they previously extended credit to the 
Committee.  See Attachment 2, at 3; Attachment 3.  This is potentially significant because one factor the 
Commission considers in evaluating the initial extension of credit is whether the creditor extended credit to a 
committee or the committee’s authorizing candidate in the past and, if so, whether the committee made prompt 
payments.  11 C.F.R. § 116.3(c)(2).  The Committee states, however, that it lacks the information to respond to our 
question based on this criterion, because one creditor, Base Connect, acted as principal contractor to the Committee 
while the other creditors acted as subcontractors to Base Connect and Base Connect, rather than the Committee, 
managed the bank account from which it made payments to the subcontractors.  Under the Committee’s theory, it 
might be the case under applicable State law that Base Connect, rather than the Committee, would have been 
responsible for any debts owed to the subcontractors. The committee, however, has consistently reported that it owes 
the debts in question.  See Advisory Opinion 1989-02 (Baker) (State law governs question of which persons are 
responsible for paying a debt).               
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has neither assets nor income, and thus there is no means of obtaining payment from the 
Committee.  Attachment 2, at 3; Attachment 3.  In our view, the creditors have provided a 
reasonable explanation for that departure in terms of the absence of any Committee assets or 
resources that could be used to satisfy the debts.  The Committee has indicated that it attempted 
to raise funds to pay the debts for a period of up to six months after the primary election without 
success, and given that the Candidate lost the primary election, further attempts to raise funds at 
this juncture would probably not be successful.     

 
With respect to the second factor, the amount of debt that remains unpaid and the length 

of time that the debt has remained overdue, the DSP reports that the debts were incurred in 
December 2012,5 and have thus been extant for a period of approximately four years.  The 
Committee’s disclosure reports indicate that it originally incurred larger debt amounts with two 
of its creditors, Legacy Lists - Brokerage and Consolidated Mailing Services, and made prior 
payments that reduced the outstanding balances on those debts to the levels reflected in the DSP.  
11 C.F.R. § 116.7(f)(2).  In the case of Legacy Lists, the Committee’s debt was originally 
$65,127.68, reduced now to $61,603.24, and in the case of Consolidated Mailing Services, the 
debt at its largest amount was $86,343.83, now reduced to $54,408.40.6  Thus, although the DSP 
proposes complete debt forgiveness of the current outstanding debt amounts by all of the 
creditors, in the case of the two aforementioned creditors, the Committee has made previous 
payments, which in the case of Consolidated Mailing Services were fairly substantial.  We 
believe that this is an additional consideration militating in favor of approval of the DSP. 

 
As to the third factor, the amount and percentage of each debt that would be forgiven 

under the plan, the relevant information is summarized in the chart above.  11 C.F.R.  
§ 116.7(f)(3).  As the chart notes, the DSP contemplates complete forgiveness of debt by four 
creditors and nearly complete forgiveness by the fifth creditor.  We do not believe that the DSP’s 
contemplation of complete creditor forgiveness of the outstanding debts precludes the 
Commission from approving the DSP.  The Commission’s debt settlement regulations do not 
require that a terminating committee pay a specific settlement amount, and the Commission has 
previously approved debt settlement plans in which committees proposed 100% debt forgiveness 
for creditors.  See Jim Gilmore for President, DSP #10-01 (Commission approved the 
terminating committee’s proposed settlements with its different creditors in percentage amounts 
ranging from 53% to 100% of the debt); David Davis Victory Fund, DSP # 16-01 (Commission 
approved the terminating committee’s proposed settlements with its three creditors in percentage 
amounts of 99.8% and 100%). 

 
Analysis of the fourth factor shows that the total amount of debts ($279,073.71) exceeds 

the Committee’s available cash on hand, which is $328.71 as of March 31, 2017, according to 

                                                 
5  The Committee’s disclosure reports indicate that the debts were incurred slightly earlier than this, during 
the period of time subsumed by the Committee’s 2012 October Quarterly Report.  See Friends of Mark Neumann, 
Inc., October Quarterly Report, FEC Form 3, at 923 (Oct. 15, 2012). 
  
6  See Friends of Mark Neumann, Inc., Year-End Report, FEC Form 3, at 145-146 (Jan. 31, 2013); Friends of 
Mark Neumann, Inc., October Quarterly Report, FEC Form 3, at 923 (Oct. 15, 2012).  
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the Committee’s most recently filed disclosure report,7 and the Committee has no remaining 
assets to liquidate.  11 C.F.R. § 116.7(f)(4).        

 
With respect to factor five, the Committee’s disclosure reports indicate that it had no 

receipts and made no disbursements in 2016 and the first quarter of 2017.8  11 C.F.R. § 
116.7(f)(5).       

 
Finally, factor six is not implicated by this DSP, because the Candidate is not currently a 

creditor.  11 C.F.R. §116.7(f)(6). 
 
Conclusion.  We conclude that the Committee’s debt settlements with the five creditors 

listed in Part II of the plan would not result in excessive or prohibited contributions. 
11 C.F.R. § 116.7(f); see Debts, 55 Fed. Reg. 26378 (Jun. 27, 1990).   We, therefore, recommend 
that the Commission approve the debt settlement plan. 

 
 

III. RECOMMENDATIONS 
 

1. Approve the debt settlement plan filed by Friends of Mark Neumann, Inc.; 
2. Approve the appropriate letter; and  
3. Close the file. 
 

Attachments:   

1.  Amended Debt Settlement Plan of Friends of Mark Neumann, Inc. (May 16, 2014) and 
Memorandum from Patricia C. Orrock to Lisa J. Stevenson, Referral of Friends of Mark 
Neumann, Inc.– Debt Settlement Plan (June  3, 2014). 
 
2.  Letter from Kelly O’Donnell, Co-Treasurer, Friends of Mark Neumann, Inc., dated  
July 14, 2014, with attachments. 
 
3.  Letter from Larry Patrick to Kelly O’Donnell, dated August 6, 2014. 

                                                 
7  See Friends of Mark Neumann, Inc., April Quarterly Report, FEC Form 3, at 2 (Apr. 3, 2017)   
 
8  In each of its reports filed in 2016 and in the first quarter of 2017, the Committee reports election cycle to 
date receipts and disbursements of approximately $57,000.  However, each of the reports discloses no receipts and 
no disbursements during the period subsumed by the report. 
 


























































