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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 303

August 26, 1982

Mayer Morganroth, Esquire
.24901 Northwestern Highway
Southfield, Michigan 48075

RE: MUR 1374
Citizens for LaRouche

Dear Mr. Morganroth:

On Akugust 24, 1982, the Commission decided to take no.
further action in this matter. The entire file in this
matter has now been closed and will become part of the
public record within thirty days.

Should you have any questions, contact Michael Dymersky
at (202)'523-4039.

Sincerely,

Charlev N. Stee

Gee C

BY:
ral Counsel



n the Matter of' ") --R 1374
Citizoe for LaRouwh, et al. )

C-EIFICAIC

I, Marjorie W. Emns, Recording Secretary for the Federal

Election Oaission Executive Session on August 24, 1982, .do hereby

certify the QOmission took the folladng actions in the Ah...-.0tia~

matters:

C,

'ion



Cr;tifAUti2 for K R
August 24, 1982 1)74 P.1.2

Decided by a vote of 6-0 to take no further action in
M!4R 1374 and close the file.

Qznissioners Aikens, Elliott, Harris, 1Ukoa1d, McGwar,
and Reidhe voted affir itively for the decision.

(VJ

Attest:

o e •

Marjorie W. Eftmons
Secretary of the ommission

Date -J

44V



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 2040

August 11, 1982

MEMORANDU:'

The Commission

Charles N. Steele
General Counsel

a
o

* ..

cJ'
rCP

By: Kenneth A. Gross 1/A/
Associate General Counse

SUBJECT:

MUR 1374

I. BACKGROUND

On December 18, 1979, the Commission qualified Citizens for
LaRouche (CFL) to receive matching funds for the 1980presidential primary campaign. During audits conducted pursuant
to that qualification, certain irregularities were noted in thedocumentation submitted by CFL. The Commission undertook
investigations into those irregularities which are summarized as
follows:

TO:

FROM:

Lft

(V4



AV

E. MUR 1374

This MUR arose from the post-primary audit undertaken
pursuant to 26 U.S.C. S 9038(a). On June 16, 1981, the
Commission found reason to believe CFL had violated 26 U.S.C.
S 9042(c)Il) (A) by submitting false infokmation to obtainmatching funds, in connection with purported contributions to CFL
that apparently were really loans the committee had previoutly
repaid.

C.,

"14

to
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C) MUR 1374 - Knowing and Willful Violations

As was discussed in the original General Counsel's Report
dated June 10, 1981, the evidence in this matter is purely
circumstantial. On analyzing CFL's recent response in thismatter (see attachment 1), it is apparent that there is no direct
evidence of a knowing and willful violation. The Committee has
offered as an explanation that the circumstances of this matter
involve "bookkeeping errors . . . mutually discovered by the FECAudit Division and CFL." Such an explanation is in keeping with
the General Counsel's original theory of the case, as suggested
by the June 10, 1981, General Counsel Report. Moreover, on
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ift th1e Ine t titn S1,sU 4 *$ '
Ston~ar SPOXd -e0i z .taz ng' Of the Aot," the
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Therefore, the Office of General Counsel recommends that the
Commission take no further action in this matter, close the file
and notify counsel for the respondent of that decision.

Recommendation

Take no further action in MUR 1374 and close the file.

) Approve the attached letter..

('SAttachment :

I. CFL's Response in MUR 1374.



Federal Election Commission
1325 K Street NW ~'
Washington, D.C. 20463

Attention: Of f ico. of General Counsel .. ' ~ .

Kenneth A. Gross, Esq.

Re: XUR 1374

Dear Mr. Gross:

-- Pursuant to your letter dated May 29, 1982
concerning the above referenced MUR:

1. Citizens for LaRouche denies that there
was any knowing or willful violation of 26 U.S.C.
9042 (c) (1) (A) in this matter by CFL or any "agent"
of CFL.

2. The circumstances of. the bookkeeping er~rors
which led to this matter were fully disclosed to the
Audit Divison when the errors were mutually discoveted

V7 by the FEC Audit Divison and CFL.

3. CFL repaid the rmonieas -to the Treasury whidh
are at issue here.

4. Citizens for LaRcuche does not believe that
allegations of criminal violations of the FECA and

CV FEC investigations should or can be premised on such
investigative fancies as are stated in the factual
and legal analysis to this .UR, namely:

"the circumstantial evidence would suggest
that Committee agents who submitted the matching
funds request knew that the two individuals had
been reimbursed for their contributions. It
may be possible that such knowledge can be
imputed to those persons."

The FEC knows that whenthis error was discovered, CFL
acknowledged it as error and provided an explication to
the auditors and repaid the Treasury monies.

Very truly yourst

MAYE MORGA1!ROT~
24901 Northwestern Highway
Southyfield., Michigan 48075

ATTArRMENT TI1 of 1



June 7, 1982

Federal Election Commission
1325 K Street NW
Washington, D.C. 20463

Attention: Office of General Counsel
Kenneth A. Gross, Esq.

Re: MUR 1374 CP

Dear Mr. Gross:

Pursuant to your letter dated May 28, 1982
concerning the above referenced MUR:

1. Citizens for LaRouche denies that there
was any knowing or willful violation of 26 U.S.C.
9042 (c)(1)(A) in this matter by CFL or any "agent"

- of CFL.

2. The circumstances of the bookkeeping errors
__ which led to this matter were fully disclosed to the

Audit Divison when the errors were mutually discovered
by the FEC Audit Divison and CFL.

3. CFL repaid the monies to the Treasury which
are at issue here.

4. Citizens for LaRouche does not believe that
C* allegations of criminal violations of the FECA and

FEC investigations should or can be premised on such
('4! investigative fancies as are stated in the factual

and legal analysis to this MUR, namely:

"the circumstantial evidence would suggest
that Committee agents who submitted the matching
funds request knew that the two individuals had
been reimbursed for their contributions. It
may be possible that such knowledge can be
imputed to those persons."

The FEC knows that when this error was discovered, CFL
acknowledged it as error and provided an explication to
the auditors and repaid the Treasury monies.

Very truly yours,

MAYER 'MORGAN.ROTrP
24901 Northwestern Highway
Southfield, Michigan 48075



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 204)

May 28, 1982

Mayer Morganroth
24901 Northwestern Highway
Suite 314 B
Southfield, Michigan 48075

RE: MUR 1374
CCitizens For LaRouche

Dear Mr. Morganroth:

Enclosed, please find a copy of a letter dated April
22, 1982, directed to James A. Schoener. We have not yet
received a response from Mr. Schoener on behalf of the
Citizens for LaRouche (*CFLO) with regard to this matter.

Since you are now representing CFL in matters relating
to the Commission, you may want to respond to the allegation
in the attached General Counsel's Factual and Legal Analysis.

ISince we are interested in resolving this matter as soon as
possible, your cooperation would be appreciated. Therefore,
if you choose to respond, please do so within ten (10) days
of your receipt of this letter.

If you have any questions, please contact Michael

Dymersky at (202) 523-4039.

Sincerely,

Associate General Counsel

Enclosures



FeDEO, t UFE L TOWCOMMISSION
WASHW9TON. Dt. m3

April 22, 1982

James A. Schooner, Esqu ire
Miller, Canfield, Paddock and Stone
Suite 300
2555 M Street, N.W.
Washington, D.C. 20037

RE: MUR 1374
(Citizens for LaRouche)

Dear Mr. Schoener:

You were notified by letter dated June 18, 1981, of the
Federal Election Commission'S determination that there is reason
to*believe that your client, Citizens for LaRouche, violated
26 U.S.C. S 9042(c) by submitting fraudulent evidence to the
Comission to obtain primary matching funds. Enclosed for your
convenience are photocopies of the notification letter and the
General Counsel's Factual and Legal Analysis.

In the interest of deciding what to recommend to the
Commission as to how to proceed in this matter, and as we have
yet to receive a response in connection with the enclosed
notification, you have an additional opportunity to demonstrate
that no action should be taken against your client. Should you
decide that a response would be helpful, please submit any
factual or legal materials which you believe are relevant to
the Commission's consideration of this matter.

If you have any questions, please contact Michael Dymersky

at 523-4039.

Sincerely,

Charles N. Steel
Gene r alkC. 1nsel/

BY:
Associate Gener Counsel

Enclosures



FEDERAL ELECTION COMMISSION

June 18, 1981

cE~R.?FID 1RL

Jams A.,Schoener, Zsq.
1015 15th :treet, lo.w.
$uite 1240
Washington, D.C. 20005

Re: MUR 1374

Dear Mr. Schoener:

On June 16, 1981, the Federal Election Commission determined-
that there is reason to bDelieve that your client violated 26 D.S.C.
$ 9042(c) by submitting fraudulent evidence to obtain primary
matching.funds. The General Counsel's factual and legal analysis,
which formed a basis for the Commission's finding, is attached for-

c. youk.information.

"nder the Act, you have an opportunity to demonstrate hat
no action should be taken against your client. Please submit
any factual or legal taterials which you believe are relevant

...L to the Co-mission's consideration of. this matter.

in the absence of any additional information which denon-

- strates that no further action should be taken against your client,
the Comnission may find probable cause to believe a violation hs

~ occurred and proceed with intormal conciliation. Of course, this
does not preclude "the settlement of this matter.through infoMal
conciliation prior to a finding of probable cause to believe if

. -you so desire.

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. $ 437g(a).(4) (B) and S 437g (a) (12) (A),
unless you notify the Connission in writing that you wish the
investigation to be. made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Michael'
Dymersky, the staff member assigned to this matter, at (202) 523-4039.

Sin e y.

N REI McGARRY
Ch airman

Er c sure s
..* ..,.

1 c ---- !!
-. -......- 'c- T-



G M&RLUNSEL' S FACTUAL AM0 LEGAA~ Is

Wt .. June 18, •1981

XZSPONDM2N Citizens for LaRouche

SODREOF MUR: I N'T 2 X N A L L 7

HUR NO. 27
STAFF MEZR(S" =L. so*

G M N E RA T D

SUMMARY OF ALLEGATIONS-

This matter emanates from an Audit-Division ("Audit") referral-

which raised the possibility that Citizens for LaRouche ("the Commit-

tee" or "CFL") submitted fraudulent evidence to obtain primary matching

funds in violation of 26 U.S.C. S 9042(c).

FACTUAL AND LEGAL ANALYSIS

The Audit referral disclosed that the Committee listed two $250

contributions in its January 24, 2980, primary matching fund sub-'

mission which purportedly represented partially forgiven loans.- The

two individuals involved initially had made $1,000 -loans to the

Committee. 1/ According. to signed statements by these individuals

1/ Neither the statute nor the Coraission's regulations specifically
state that a part of a loan Which..is forgiven may be matched with
public funds. To be matched, a contribution must be made by a
"written instrument.," meaning "a check written on a personal,.
escrow, Or trust account; a money order; or any other negotiable
instrument." 26 U.S.C. 5 9034 a 1; 11 C.F.R. S 9034.2.. A loan
itself is not matchable. 26 U.S.C. S 9034 Ca); 21 C.F.R.
5 9034.3(bl. Nor is a "contract, promise, or agreement. .. to make
a contribution" matchable. 11 C.;F.R. S 2.034.3Ccl. While it can



inluedwihth C tte 3au r 14 sitv Ians :
inividuals forgave $250 worth of their respective oan' ti Rt

the $250 portion could be matched with publi.c funds. 2/ These

signed statements were dated December 10, 1980.

The information provided by Audit, however, indicates that

before 'the Committee provided its matching fund sibmission, it

bad fully repaid one of the loans and had repaid all but $5 of

the otber loan. Indee',.in the case of David Pepper's loan,

the repayment was made by'November 23, 1979, over two weeks before

yr. Pepper purportedly signed a statement indicating he wanted

0art of the loan to be forgiven. 3/ Thus, the Cormittee's sub-

nission sought to match the portions of the loans that all.egedly

had been forgiven, when in fact the loans already had'been fully

reimbursed (or substantially reimbursed in the case of Marcia

Pepper). 4/

r 1/ (cont'd.) be argued that the original check tendered when making
the loan serves as the "written instrument" required, 4t-could
also be argued that the original check serves only as the

instrument of the* loan and that a separate negotiable instrument
should be required. if a contributor wishes to make a matchable
contribution.

The Guidelines for Presentation in Good Order,' approved by
the Conmission on May 17, 1979, do not resolve this issue. For
purposes of this report, it-is not necessary to reach the ques-
tion, though in the future the Gpmmission may wish to consider
whether forgiven loans are properly matchable.

2/ The individuals involved are David Pepper and Marcia Pepper.
3/ Audit has verified the repayments by reviewing the cancelled

checks negotiated by each of these individuals. Marcia Pepper

negotiated two checks from CFL as repayment for her $1,000
loan, one for $550 on January 8, 1920, and one for $445 on
January 15, 1980.

4/ The Comittee has already refunded the public funds received
- to match the two contributions in question. Pursuant to the

Commission's directive, the Audit Division requested and obtained

repayment to the Treasury on December 29, 190.

tte I a auay 14 SuI ion Iincluded with the C'



4"tion 9.042 (c) VA:) of, Title 26, ftmt d

it is UIAnlwfil for any person knowingly an
will fully

.(A) to furnish any false, fictitiogi,
or fraudulent evidence, books, or info:mab

tion to the Coimission under this chapter,
or include in any evidence, books, or in-
'formation so furnished any misrepresentation

-. of a material fact, or to falsify or conceal
any evidence, books, or information relevant

-to a certification by the Coission ....

The evidence available certainly suggests that the infora-

ion submitted by the Commitee was false. There were not, in -.

fact, two $250 contributions outstanding from the 4wo individuals

!isted. The Committee already had issuied checks to the individuals

".in repa%.nyent of their oricinal loans 
of $1,000.

CV The circumstantial evidence would suggest that 
Committee

agents who submitted the matching funds recues- knew that 
the

two individuals had begn 'einbursed for their contributions. It

may be possible that such knowledge can be imputed 
to those persons.

The issues here involved are sufficiently serious so as 
to

warrant at least an explanation from the Committee. 
Therefore,

the General Counsel reco.Tnends that the Commission find reason

to believe that CFL violated 26 U.S.C. S 9042(c)(1)(A).

0 Be crcm-nendat ion

1) Find reason to believe that Ci-izens for Laouche

violated 26 U.S.C. 5 9042(c) (1) (A).



'FEDERAL ELECTION COMMISSION
WAIINCTON D.C. 2

April 13, 1982

James A. Schoener, Esquire
1015 15th Street, N.W.
Suite 1240
Washington, D.C. 20005

RE: MUR 1374
(Citizens for LaRouche)

Dear Mr. Schoener:

You were notified by letter dated June 18, 1981,
of the Federal Election Comission's determination
that there is reason to believe that your client,
Citizens for LaRouche, violated 26 U.S.C. S 9042(c)
by submitting fraudulent evidence to the Commission
to obtain primary matching funds. Enclosed for your
convenience are photocopies of the notification letter
and the General Counsel's Factual and Legal Analysis.

TIn the interest of deciding what to recommend to
the Commission as to how to proceed in this matter, and
as we have yet to receive a response in connection with
the enclosed notification, you have an additional opport-
unity to demonstrate that no action should be taken
against your client. Should you decide that a response
would be helpful, please submit any factual or legal
materials which you believe are relevant to the Commission's
consideration of this matter.

If you have any questions, please contact Michael
Dymersky at 523-4039.

Sincerely,

BY: Kenneth A. Gro
Associate Gene

Enclosures



BEFORE TRE FEDERA ELCTION C1
September 2, 1981

In the Matter of )SEP 9 AI: 31
)

Citizens for LaRouche ) MUR 1374 SENSITVE

COMPREHENSIVE INVESTIGATIVE REPORT #1

On June 16, 1981, the Commission found reason to believe

that the Citizens for LaRouche ("CFLO) violated 2 U.S.C.

S 9042(c)(1)(A) by seeking to gain primary matching funds for

portions of loans that allegedly had been forgiven, but in

fact had been previously reimbursed.

Counsel for CFL received the reason to believe notification

letter on June 22, 1981. To date, there has been no response

from CFL. On July 17, 1981, however, counsel for CFL filed a

petition for injunctive relief regarding MUR 1374 in the U.S.

District Court for the Southern District of New York. Argument

on the CFL's motion for a preliminary injunction was heard on

C September 3, 1981. The court issued no ruling, but indicated

Ct. that it would rule promptly on a motion to dismiss the case when

'r filed by the Commission. The General Counsel does not contemplate

initiating any discovery in this MUR until the court's ruling

which is expected in early October.

Charles N. Steele
General Coun el

BY:
il DatKenneth A. Gross
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- FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 2(463

June 18, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James A. Schoener, Esq.
1015 15th dtreet, N.W.
Suite 1240
Washington, D.C. 20005

Res NU&-374

Dear Mr. Schoenert

On June 16, 1981, the Federal1,X1tion Commission determined
that there is reason to believe th. client violated 26 U.S.C.
S 9042(c) by submitting fraudulent nce to obtain primarymatching funds. The General fOou*.>actual and legal analysis,

(, which formed a basis for the Cou 0, 's finding, is attached for
your information.

Under the Act, you have a ity to demonstrate thatno action should be taken agailient. Please submit
# any factual or legal materials whL4, yu believe are relevant

to the Commission's consideration -o this matter.

In the absence of any additionalinformation which demon-strates that no further action should be taken against your client,the Commission may find probable cas to believe a violation has
occurred and proceed with informal candiliation. Of course, this11 does not preclude the settlement of this matter through informal
conciliation prior to a finding of probable cause to believe if
you so desire.

The investigation now being conftcted will be confidential
in accordance with 2 U.S.C. S 437g(a) (4) (B) and S 437g(a) (12) (A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Michael
Dymersky, the staff member assigned to this matter, at (202) 523-4039.

Chairman
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*FEDERAL ELECTION 7owasm

QVIBRAL COUNSEL' S FACTUAL AM) ts"L

DATE .. u. . 1.8, 1981 MUR NO. 1374,
STAFF P..R(S)

RESPONDENT Citizens for LaRouche Michael r D .!ky
(20) 23-.4039

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T ED

SUMMARY OF ALLEGATIONS

This matter emanates from an Audit Division ("Audit") referral

C which raised the possibility that Citizens for LaRouche ("the Commit-

Stee" or "CFL") submitted fraudulent evidence to obtain primary matching

funds in violation of 26 U.S.C. S 9042(c).

FACTUAL AND LEGAL ANALYSIS

The Audit referral disclosed that the Committee listed two $250

IV contributions in its January 14, 1980, primary matching fund sub-

C mission which purportedly represented partially forgiven loans.-- The
('4 two individuals involved initially had made $1,000 loans to the

Committee. 1/ According to signed statements by these individuals

l/ Neither the statute nor the Commission's regulations specifically
state that a part of a loan which is forgiven may be matched with
public funds. To be matched, a contribution must be made by a
"written instrument," meaning "a check written on a personal,
escrow, or trust account; a money order; or any other negotiable
instrument." 26 U.S.C. S 9034(a); 11 C.F.R. S 9034.2. A loan
itself is not matchable. 26 U.S.C. § 9034(a); 11 C.F.R.
S 9034.3(b). Nor is a "contract, promise, or agreement...to make
a contribution" matchable. 11 C.F.R. § 9034.3(-c). While it can



-2-

included with the ommittee's January 14 submission, bothb

individuals forgave $250 worth of their respective loans so that

the $250 portion could be matched with public funds. yThese
signed statements were dated December 10, 1980.

The information provided by Audit, however, indicates that

before *the& Committee provided its matching fund submission, it

had fully repaid one of the loans and had repaid all but $5 of

the other loan. Indeed, in the case of David Pepper's loan,

the repayment was made by November 23, 1979, over two weeks before

Mr. Pepper purportedly signed a statement indicating he wanted

Colt part of the loan to be forgiven. 3/ Thus, the Committee's sub-

mission sought to match the portions of the loans that allegedly

had been forgiven, when in fact the loans already had been fully

reimbursed (or substantially reimbursed in the case of Marcia

Pepper). 4/

qWT

(1

1/ (cont'd.) be argued that the original check tendered when making
the loan serves as the "written instrument" required, it- could
also be argued that the original check serves only as the
instrument of the loan and that a separate negotiable instrument
should be required if a contributor wishes to make a matchable
contribution.

The Guidelines for Presentation in Good order, approved by
the Commission on May 17, 1979, do not resolve this issue. For
purposes of this report, it is not necessary to reach the ques-
tion, though in the future the C-ommission may wish to consider
whether forgiven loans are properly matchable.

2/ The individuals involved are David Pepper and Marcia Pepper.
5/ Audit has verified the repayments by reviewing the cancelled

checks negotiated by each of these individuals. Marcia Pepper
negotiated two checks from CFL as repayment for her $1,000
loan, one for $550 on January 8, 1980, and one for $445 on
January 15, 1980.

4/ The Committee has already refunded the public funds received
to match the two contributions in question. Pursuant to the
Commission's directive, the Audit Division requested and obtained
repayment to the Treasury on December 29, 1980.



The evidence available certainly suggests that the informa-

tion submitted by the Committee was false. There were not, in

fact, two $250 contributions outstanding from the two individuals

listed. The Committee already had issued checks to the individuals

in repayment of their original loans of $1,000.

The circumstantial evidence would suggest that Committee

agents who submitted the matching funds request knew that the

two individuals had been reimbursed for their contributions. It

may be possible that such knowledge can be imputed to those persons.

The issues here involved are sufficiently serious so as to

warrant at least an explanation from the Committee. Therefore,

the General Counsel recommends that the Commission find reason

to believe that CFL violated 26 U.S.C. S 9042(c) (1) (A).

Recommendation

1) Find reason to believe that Citizens for LaRouche

violated 26 U.S.C. § 9042(c) (1) (A).

LM

C*'

q7

3

Section 9042(c) (1) (A) of Title 26, United States oG

It is unlawful for any person knowingly and
willfully --

(A) to furnish any false, fictitious,
or fraudulent evidence, books, or informa-
tion to the Commission under this chapter,
or include in any evidence, books, or in-
formation so furnished any misrepresentation
of a material fact, or to falsify or conceal
any evidence, books, or information relevant
-to a certification by the Commission....
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In the Matter of
) MRN 1374

Citizens for ak: )

I, Lena L. Stafford, Pecording Secretary for the Federal

Election oumission meeting on June 16, 1981, do hereby certify

that the cmnission decided by a vote of 5-0 to take the following

actions regarding MUR 1374:

1. Find REASON To LIEVE that Citizens for
a xaR he violated 26 U.S.C. S9042 (c) (1) (A).

2. Authorize the notification letter as attached
to the First Geeral Omsel's Report dated
June 10, 1981.

cOmmissioners Aikens, Harris, Mauarry, Thtmaon, and Tiernan

voted affirnatively. Ozmissioner Reiche abstained.

TAttest:

C

cr Dte Pecrding Secretary



FEDRAL~ ELUCTION CO~MZ40%$ OFGi F-TRE
1325 X street, XV ctMMc dA t

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPOR I JUN 10 A : 08

DATE AND TIME OF TRANSMITTAL MUR NO* 1374

BY OGC TO THE COMMISSION 6-10-81 STAFF M MBER(S}& TEL. NO.

RESPONDENT Citizens for LaRouche Michael Dymersky

A202) 523 4039

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

RELEVANT STATUTE: 26 U.S.C. S 9042(c) (1) (A)

INTERNAL REPORTS
CHECKED: CFL Submission No. 2

SUMMARY OF ALLEGATIONS

This matter emanates from an Audit Division ("Audit") referral

which raised the possibility that Citizens for LaRouche ("the

Committee" or "CFL") submitted fraudulent evidence to obtain

primary matching funds in violation of 26 U.S.C. S 9042(c).

FACTUAL AND LEGAL ANALYSIS

The Audit referral disclosed that the Committee listed two

$250 contributions in its January 14, 1980, primary matching fund

submission which purportedly represented partially forgiven loans.

The two individuals involved initially had made $1,000 loans to

the Committee. 1/ According to signed statements by these individ-

1/ Neither the statute nor the Commission's regulations specifically
state that a part of a loan which is forgiven may be matched with
public funds. To be matched, a contribution must be made by a
"written instrument," meaning "a check written on a personal,
escrow, or trust account; a money order; or any other negotiable
instrument." 26 U.S.C. S 9034(a); 11 C.F.R. S 9034.2. A loan
itself is not matchable. 26 U.S.C. S 9034(a); 11 C.F.R.
§ 9034.3(b). Nor is a "contract, promise, or agreement...to make
a contribution" matchable. 11 C.F.R. S 9034.3(c). While it can



uals included with the Commuittee's January 14 subminsion,

individuals forgave $250 worth of their respective loans so that

the $250 portion could be matched with public funds. 2/See Attach-

ments 2 and 3. These signed statements were dated December 10, 1980.

The information provided by Audit, however, indicates that

before the Committee provided its matching fund submission, it

had fully repaid one of the loans and had repaid all but $5 of

the other loan. Indeed, in the case of David Pepper's loan, the

repayment was made by November 23, 1979, over two weeks before

Mr. Pepper purportedly signed a statement indicating he wanted

~mpart of the loan to be forgiven. 3/ Thus, the Committee's submis-

V sion sought to match the portions of the loans that allegedly had

"~been forgiven, when in fact the loans already had been fully reimbursed

(or substantially reimbursed in the case of Marcia Pepper). 4/

1/, continued
be argued that the original check tendered when making the loan
serves as the "written instrument" required, it could also be

Nr argued that the original check serves only as the instrument of

C the loan and that a separate negotiable instrument should be
required if a contributor wishes to make a matchable contribution.

C%,t The Guidelines for Presentation in Good Order, approved by
the Commission on May 17, 1979, do not resolve this issue. For

0^~ purposes of this report, it is not necessary to reach the ques-
tion, though in the future the Commission may wish to consider
whether forgiven loans are properly matchable.

2/ The individuals involved are David Pepper and Marcia Pepper.
~/ Audit has verified the repayments by reviewing the cancelled

checks negotiated by each of these individuals. Marcia Pepper
negotiated two checks from CFL as repayment for her $1,000 loan,
one for $550 on January 8, 1980, and one for $445 on January 15,
1980.

4/ The Committee has already refunded the public funds received to
match the two contributions in question. Pursuant to the Commis-
sion's directive, the Audit Division requested and obtained repay-
ment to the Treasury on December 29, 1980.
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Section 9042(c) (1) (A) of Title 2, United States Code, Otatos,

It is unlawful for any person knowingly and
willfully --

(A) to furnish any false, fictitious,
or fraudulent evidence, books, or informa-
tion to the Commission under this chapter,
or include in any evidence* books, or in-
formation so furnished any misrepresentation
of a material fact, or to falsify or conceal
any evidence, books, or information relevant
to a certification by the Commission....

The evidence available certainly suggests that the informa-

tion submitted by the Committee was false. There were not, in

fact, two $250 contributions outstanding from the two individuals

listed. The Committee already had issued checks to the individuals

in repayment of their original loans of $1,000.

Although there is little immediate evidence that the Committee's

action was "knowing and willful" as is required for a violation of

the statute, the General Counsel recommends pursuing a possible viola-

tion by the Committee of S 9042(c) (1) (A), nonetheless.

The circumstantial evidence would suggest that Committee agents

~vwho submitted the matching funds request knew that the two individuals

S had been reimbursed for their contributions. Even though to ultimately

prove the Committee liable would probably require some further showing

that the persons responsible for making the matching submissions

actually had such knowledge, it may be possible that such knowledge

can be imputed to those persons. An investigation would seek evidence

of actual knowledge and would also look for some indication of

"'defiance' or 'knowing, conscious, and deliberate flaunting' of the

~1~
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Act.* American Federation of Labor and Congress of Industrial

Organizations v. Federal Election Commission, 628 F.2d 97,101

(D.C.Cir. 1980), cert. denied, U.S. , 101 S.Ct. 397 (1980).

Even though it may be very difficult to establish a "knowing and

willful" violation since it seems likely that the Committee will respond

that its action was due to a clerical mistake or computer processing

problem or that this represents a very isolated incident in the framework

of a large nationwide campaign, the issues here involved are sufficiently

serious so as to warrant at least an explanation from the Committee.

v Recommendation

1) Find reason to believe that Citizens for LaRouche

violated 26 U.S.C. S 9042(c) (1) (A).

t 2) Authorize the attached notification letter.

Cal
__7 Attachments

1) Pertinent portions of the Audit Division referral on
"CFL Submission No. 2 ( pages).

2) Statement from Marcia Pepper.
3) Statement from David Stephen Pepper.
4) Proposed Letter w/ attachment to Respondent's counsel



3. Loans -/Refunded Contributions Matched

Section 9034.3(b) of Title 11 of the Code of
Federal Regulations defines non-matchable contributions to
include a subscription, loan, advance, or deposit of money or
anything of value.

.8

y~5~* .~J. -.



As part~f our testin ,we review .U~he comIU,

enludifg repayments) And records relating to

contribution refunds. Three (3) instances were noted which

require recovery of $490.54 
in matching funds

tO the U.S. Treasury.

a. the Committee submitted 
for matching two()

$1,000 loans from two 
(2) individuals. Both loans were received

in September of 1979. one (1) loan was repaid 
in full by the

committee in _97 .197-9 and the other loan 
was repaid to the

extent of $995 in January, 
1980. The loan repayments 

were verified

by a review of the cancelled 
checks negotiated by 

the individuals.

However, on- January 
14, 1980, the Committee submitted 

a matching

fund submission to the 
Commission which included 

signed statements

,dated D gember i00 1979 from the individuals 
who made the loans,

which indicated th $250 of the $1,000 loans were, 
in fact,"not

t loan"but rather a donation/contribution.

b. the Committee submitted 
for matching on

December 31, 1979, a contribution 
of $20 which was refunded 

on

October 6, 1979 at the 
request of the contributor. 

The refund

transaction was not 
recorded in the Committee's 

data base and as

M a result, the $20 contribution 
was improperly included 

in a

matching fund submission. atching funds actually 
paid out for

M tchg refunded contribution 
and the two (2) loans 

after the application

of the apr ate submission error 
rates totaled $490.54.

On November 13, 1980, the Commission approved.

the interim report 
recommendation that 

absent a showing to 
the

ft% contrary within 30 days 
of receipt of the report, 

the Commission

preliminarily determined 
that, a repayment of 

$490.54 be made to

the U.S. Treasury pursuant 
to 26 U.S.C. 9038(b)(1) 

and 11 C.F.R.

9 03 8..2 (a) (1).

On December 29, 1980, the Audit staff 
received

repayment of $490.54 
and forwarded the repayment 

to the U.S.

(- Treasury.

C% Recommendation

The Audit staff recommends 
no further acj.[,.

.- ., 

.,_ . -. " .. .. 
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Attachmezt 2

I3cember 10, 1979

"ear 31r3:
' -arci- i '. e-er, residing at 110 Bennett Ave, .'ew

Yor:, 3033, do declare that "2 50 0f F $1000 lorn to Citizens
'or la-ouche given 3eptember 6, 1979. is no,- a contribution.

"Tarcia epper

. .,.. . % ' , -:[,. : ., /. " ,W WI " 47 .



IN t~em~

7'ecember 10,19W

7ear "irs:
, _:. 73then 'epper, residn at III enett Ave.,

"'el ,'o.:, 10033, do declare that 4219 of a t1000 loan to
'itizens for L2a roucA.e given on Zerto:bar -, 1979, is
no, a contrbution.

lwr

A LAWX, P--t 4#00

77 '7 c r



Attachment 4

FEDERAL ELECTION COMMISSION
WASHINGTON. D.C, 20463

CERTIFIED MAIL
REURN RECEIP REQUESTED

James A. Schoener, Esq.
1015 15th Street, N.W.
Suite 1240
Washington, D.C. 20005

Re: MUR 1374
Dear Mr. Schoener:

On June , 1981, the Federal Election Commission determined
that there is reason to believe that your client violated 26 U.S.C.
S 9042(c) by submitting fraudulent evidence to obtain primary

._ matching funds. The General Counsel's factual and legal analysis,
which formed a basis for the Commission's finding, is attached

V for your information.

4" Under the Act, you have an opportunity to demonstrate that
no action should be taken against your client. Please submit
any factual or legal materials which you believe are relevant
to the Commission's consideration of this matter.

In the absence of any additional information which demon-
strates that no further action should be taken against your client,
the Commission may find probable cause to believe a violation has
occurred and proceed with .1nal conciliation. Of course, this
does not preclude the settlement of this matter through informal

C- conciliation prior to a finding of probable cause to believe if
you so desire.

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. S 437g(a) (4) (B) and S 437g(a)(12)(A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Michael
Dymersky, the staff member assigned to this matter, at (202)523-4039.

Sincerely,

Enclosures
General Counsel's Factual and
Legal Analysis Procedures

Pot SOy(7



FEDERAL ELECTION COm2$Z

GENRAL COUNSEL' S FACTUAL AND L8046

MUR nO7
STAFF MEB ) r -L. NO.

RESPONDENT Citizens for LaRouche Mic...1 . . ky

SOURCE OFMUR: I N T E R N A L L Y G E N E R A T E D

SUMMARY OF ALLEGATIONS

This matter emanates from an Audit Division ("Audit") referral

which raised the possibility that Citizens for LaRouche ("the Comsnit-

tee" or "CFL") submitted fraudulent evidence to obtain primary matching

funds in violation of 26 U.S.C. S 9042(c).

FACTUAL AND LEGAL ANALYSIS

The Audit referral disclosed that the Committee listed two $250

contributions in its January 14, 1980, primary matching fund sub-

0*11 mission which purportedly represented partially forgiven loans. The

two individuals involved initially had made $1,000 loans to the

Committee. 1/ According to signed statements by these individuals

l/ Neither the statute nor the Commission's regulations specifically
state that a part of a loan which is forgiven may be matched with
public funds. To be matched, a contribution must be made by a
"written instrument," meaning "a check written on a personal,
escrow, or trust account; a money order; or any other negotiable
instrument." 26 U.S.C. S 9034( a); 11 C.F.R. S 9034.2. A loan
itself is not matchable. 26 U.S.C. S 9034(a); 11 C.F.R.
S 9034.3(bl. Nor is a "contract, promise, or agreement...to make
a contribution" matchable. 11 C.F.R. S 9034.3(cl. While it can
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included with the Committee's January 14 submission, both.

individuals forgave $250 worth of their respective loans so that

the $250 portion could be matched with Public funds. ~/These

signed Statements were dated December 10, 1980.

The information provided by Audit, however, indicates that

before the Committee provided its matching fund submission, it

had fully repaid one of the loans and had repaid all but $5 of

the other loan. Indeed, in the case of David Pepper's loan,

the repayment was made by November 23, 1979, over two weeks before

Mr. Pepper purportedly signed a statement indicating he wanted

part of the loan to be forgiven. 3/ Thus, the Committee' s sub-

mission sought to match the portions of the loans that allegedly

had been forgiven, when in fact the loans already had been fully

reimbursed (or substantially reimbursed in the case of Marcia
U^ Pepper). 4/

1/ (cont'd.) be argued that the original check tendered when making
the loan serves as the "written instrument" required, it could
also be argued that the original check serves only as the
instrument of the loan and that a separate negotiable instrument
should be required if a contributor wishes to make a matchable
contribution.

The Guidelines for Presentation in Good Order, approved by
the Commission on May 17, 1979, do not resolve this issue. For
purposes of this report, it is not necessary to reach the ques-
tion, though in the future the Commission may wish to consider
whether forgiven loans are prope-rly matchable.

2/ The individuals involved are David Pepper and Marcia Pepper.
3/ Audit has verified the repayments by reviewing the cancelled

checks negotiated by each of these individuals. Marcia Pepper
negotiated two checks from CFL as repayment for her $1,000
loan, one for $550 on January 8, 1980, and one for $445 on
January 15, 1980.

4/ The Committee has already refunded the public funds received
to match the two contributions in question. Pursuant to the
Commission's directive, the Audit Division requested and obtained
repayment to the Treasury on December 29, 1980.

?-1,,3 1 Y(



Section 9042(c) (1) (A) of Title 26, United States

It is unlawful for any person knowingly and
willfully --

(A) to furnish any false, fictitious,
or fraudulent evidence, books, or informa-
tion to the Commission under this chapter,
or include in any evidence, books, or in-
formation so furnished any misrepresentation
of a material fact, or to falsify or conceal
any evidence, books, or information relevant
to a certification by the Commission....

The evidence available certainly suggests that the informa-

tion submitted by the Committee was false. There were not, in

fact, two $250 contributions outstanding from the two individuals

listed. The Committee already had issued checks to the individuals

in repayment of their original loans of $1,000.

The circumstantial evidence would suggest that Committee

agents who submitted the matching funds request knew that the

two individuals had been reimbursed for their contributions. It

may be possible that such knowledge can be imputed to those persons.

The issues here involved are sufficiently serious so as to

C warrant at least an explanation from the Committee. Therefore,

011, the General Counsel recommends that the Commission find reason

e to believe that CFL violated 26 U.S.C. S 9042(c)(1)(A).

Recommendation

1) Find reason to believe that-Citizens for LaRouche

violated 26 U.S.C. S 9042(c) (1) (A).
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