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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 11, 1983

Angelo J. Genova, Esquire
Baumgart and Genova

134 Evergreen Place

East Orange, New Jersey 07018

RE: MOUR 1379
New Jersey Democratic State
Committee

Dear Mr. Genova:

On March 8, 1983, the Commission determined to take no
further action with regard to a violation of 2 U.S.C. § 441b by
the New Jersey Democratic State Committee ("NJDSC") as a result
of its repayment in 1979 of a loan received from the Williams
Project '76 using an account containing prohibited funds. The
file in this matter has now been closed. The Commission's action
is based upon the changes which have occurred in the law and the
Commission's regulations regarding permissible sources for the
repayment of loans received by one political committee from
another political committee, and the confusion which has arisen
in interpreting these changes.

Upon reassessment of the facts in this matter, it has been
determined that the status of the NJDSC as a political committee
at the time of the loan repayment to the Williams committee would
have caused your client to be subject to the requirements of
11 C.F.R. § 102.5(a), rather than those of 11 C.F.R. § 102.5(b),
if these regulatory provisions had been in effect in 1979. 1In
other words, the repayment to the Williams committee should have
been made from an account containing no prohibited funds. The
presence in the account used of sufficient permissible funds
would not have been a saving factor. Your client is cautioned to
apply this approach to any future loan repayments made to
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W; to Angelo J. Genova, Esq.

itical committees as defined under the Federal Election
ign Act.

If you have any questions, please contact Anne A.
Weissenborn, the attorney now assigned to this matter, at
(202) 523-4175.

Sincerely,

Charles N. Steele

enneth A. Gr
Associate General Counsel
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I, Lena L. Stafford, Recording Secretary for the Federal
Election Conmission meeting on March B, 1983, do hereby certify
that the Commission decided in a vote of 5-0 to take the following
actions with respect to the above-entitled matter:

1. Take no further action with regard to
the violation of 2 U.5.C. §441b by the
New Jersey Democratic State Committee.

2. Send the letter attached to the General
Counsel's Report signed March 1, 1983.

3. Close the file.
Comuissioners Aikens, Elliott, McDonald, McGarry, and
Reiche voted affirmatively in this determination. Commissioner
Harris was not present at the time of the vote.

Attest:

3-7.43 Qﬁiﬁ@d

Date
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FEDERAL ELECTION COMMISSION
WASHINGTON DC [0463

CHARLES STEELE, GENERAL COUNSEL
MARJORIE W. EMMONS/JODY C. nmson?‘c&
MARCH 4, 1983
OBJECTION - MUR 1379 General Counsel's
Report signed March 1, 1983
The above-named document was circulated to the

Commission on Wednesday, March 2, 1983.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner McDonald

Commissioner McGarry

Commissioner Reiche

This matter will be placed on the Executive Session

agenda for Tuesday, March 8, 1983.




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

March 2, 1983

MEMORANDUM TO: Marjorie W. Emmons

FROM: George Delcdgeutqgt}
SUBJECT: MUR 1379

Please have the attached General Counsel's Report
distributed to the Commission on a 48 hour tally basis as
sensitive matter. Thank you.

Attachment




-
wl

3

o
o

8304090

«=veD
QFFICE OF THE

BEPORE THE FEDBRAL ELECTIONCCUUSCIbTOW. N

In the Matter of gIMAR 2 All: 14

)
New Jersey Democratic MUR 1379
Btate Committee

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On October 28, 1976, the Williams Project '76, the principal
campaign committee of Senator Harrison Williams, made a loan of
$15,000 to the New Jersey Democratic State Committee ("NJDSC%),
an organization which was not at that time a political committee
pursuant to 2 U.8.C. § 431(4)(A). This loan was repaid on
September 4, 1979, by which time the NJDSC had registered its
Federal Account with the Commission. New Jersey state law
permits contributions from corporations and laber unions to state
and local political committees. In the absence of information
concerning the source of funds used by the NJDSC to make its loan
repayment to the Williams committee, the Commission, on
August 18, 1981, found reason to believe that the NJDSC had
violated 2 U.5.C. § 441b.

In 1979, the NJDSC's Federal Account apparently served only
as a depository from which funds were transferred to the
committee's Office Account for purposes of making expenditures.
The committee also maintained two other active accounts, namely
the Victory Dinner Account and the Non-Federal Account. The

Victory Dinner Account was assertedly the primary depository
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account of the NJDS8C, its funds consisting of proceeds from a

*victory Dinner™ held on April 5, 1979, in honor of Senator

Harrison Williams. (See Attachment 1). According to counsel,
the Victory Dinner raised over $250,000 "with at least $110,600
Also

according to counsel, expenses incurred with regard to the dinner

(44%) coming from sources allowable under 11 C.F.R. 114."

totaled $56,472.46; the subtraction of 44% of this figure or

$24,847.88 from "allowable revenues™ would have left a "balance

from allowable sources of $85,752.12."

«0

" Counsel states that total "allowable funds™ available to the

P Office Account during the same fiscal period as the repayment was

o made consisted of the following transfers from the other

o committee accounts:

il Victory Dinner Account $ 110,600.00

o Non-Federal Account 4,250.00
Federal Account 1,490.00

T § 116,140.00

© The loan repayment to the Williams Project '76 was made from

L the Office Account.

L]

II. LEGAL ANALYSIS

2 0U.5.C. § 441b(a) and 11 C.P.R. § 114 prohibit the
acceptance by a political committee of contributions from
corporations, national banks or labor unions in connection with a
federal election. This basic prohibition is broadly defined to

reach "any direct or indirect payment, distribution, loan,

advance, deposit, or gift of money, or any services or anything

of value.” 2 U.5.C. § 44lb(a)(2). At the time the loan
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repayment was made by the NJDSC, the Act defined "contribution®
as including "funds received by a political committee which are
transferred to such committee from another political committee or
other source."™ (Former 2 U.5.C. § 431(e) (3)).

Also in 1979, the Commission's regulations required that
state party committees desirous of making contributions to, or

expenditures on behalf of, a candidate for Federal office either

establish a separate Federal committee with a segregated bank

account, or establish a single committee with a single account
containing only contributions permissible under the Act. (Former
11 C.F.R. § 102.6(a)). As noted above, the NJDSC apparently
complied with this provision by establishing and reporting a
Federal Account; however, this was not the account used to make
the repayment to the Williams committee.

In 1979, the Commission's regulations were silent on the
specific issue of the nature of and permissible sources for loan
repayments by one political committee to another.

The 1980 amendments to the Act eliminated 2 U.S.C.

§ 431(e) (3). That same year the Commission, in both AO 1980-130
and amendments to its regulations, exempted from the definition
of contribution the repayment of the principal of a loan by a
political committee, but required that such repayments be made
with funds which are not prohibited by 11 C.F.R. § 114. See

11 C.F.R. § 100.7(a)(1) (i) (D). Therefore, the repayment made by
the NJDSC to the Williams Project '76 would no longer be deemed a

"contribution®™ to the latter committee as it was in 1979;
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however, the source of the funds used to make the repayment
remains at issue.
It is apparent that the NJDSC Office Account from which the

loan repayment to the Williams Project '76 was made contained

prohibited monies. Counsel has indicated that of the more than

$250,000 raised at the Victory Dinner, at least $110,600 came

from permissible sources, leaving approximately $139,400 to have

been derived from prohibited sources. According to NJDSC
procedures, "most®™ of the monies raised were initially placed in

the Victory Dinner account and then transferred to the Office

Account from which disbursements were made. Therefore, it

appears that the Office Account contained both allowable and
prohibited funds at the time the loan repayment was made.

In 1980 the Commission's regulations were also amended to
distinguish between political committees and non-political

committees as to the accounts and accounting methods required

30403901

with regard to their activities in connection with Federal

8

elections. Pursuant to these amendments, political committees
continue to be required either to maintain separate accounts and
make all disbursements in connection with any Federal election
only from their Federal accounts, or to establish themselves as

committees which can receive only contributions subject to the

prohibitions of the Act.

11 C.F.R. § 102.5(a). Organizations
which are not political committees are given the option of

maintaining a separate account for their Federal activities or
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demonstrating "through a reasonable accounting method" that the
organization had received sufficient funds subject to the
limitations and prohibitions of the Act to cover the amount of
any contribution or expenditure made in connection with a Federal
election. 11 C.F.R. § 102.5(b).

Previous analysis by this Office and counsel's response on
behalf of the NJDSC both relied upon the reasonable accounting
method permitted by 11 C.F.R. § 102.5(b) with regard to the
sources of the funds used in the committee's repayment to the
Williams Project '76. However, a reassessment of the facts has
determined that the NJDSC's status as a registered political
committee in 1979 and its setting up of a Federal Account would
have prevented this committee from availing itself of the more
permissive approach of Section 102.5(b) even if said section had
then been in effect. The NJDSC therefore violated 2 U.S.C.

§ 441b by using its Office Account containing prohibited
contributions to make its repayment of $15,000 to the Williams
Project '76; such a violation would not have occurred if the
permissible funds had been channeled into the Federal Account and
the loan repayment made out of the latter.

This area of the law regarding the nature of and appropriate
sources for repayment of loans made by political committees
underwent changes over the period of time in which these
transactions occurred and has not been entirely clear. In
addition, although commingled, there were sufficient funds from

permissible sources in the account to cover the repayment. Also,
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the activities involved in this matter relate back to previous
election cycles. Thus, under the totality of circumstances we
recommend that the NJDSC be apprised of the correct approach to
be used with regard to any similar future transactions, but that

no further action be taken in this matter and the file be closed.

. RECOMMENDATIONS
Take no further action with regard to the violation of
2 U.B5.C. § 441b by the New Jersey Democratic State
Committee.
Send the attached letter.
Close the file.

Charles M. Steele
General Co

ﬁuﬂ [ /83

Date Eenneth A. Gross [
Associate General Counsel

Attachments
1. Response from counsel
2. Letter to respondent
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Victor Sterling, Esq. % s
Federal Election Commission - 5= o
1325 K Street, N.W. o SAEaT
Washington, D.C. 20463 i -~

Re: MUR 1379; N.J. Democratic State Committee
Dear Mr. Sterling:

Please consider this correspondence as my client's (the New
Jersey Democrat State Committee) response to the Federal Election
Commission's General Counsel's Factual and Legal Analysis, MUR 1378.

&

Upon completing the review of all pertinent data regarding the
source of funds used to repay the Williame Project '7€ loan dated
October 2B, 1976, it is the State Committee's position that monies
used to repay this loan were derived from allowable sources under
11 CFR Section 114. As you are aware, the pertinent legal standard
ie whether the Democratic State Committee is able to demomstrate
through a reasonable accounting method that it had sufficiept funds
not prohibited by the Act to repay the ¥William's loan. TUpon such
2 showing, the allegations contained in the General Counsel's
Factual and Legal Analysis is rebutted and the matter resolved.
Specifically, the mere fact that the State Committee may have
received corporate or union funds does not per se prohibit the repay-
ment. See F.E.C. Advisory %Einiun 1980-130. It is with this in
mind that the following analysis is submitted as the New Jersey
Democratic State Committee's rebuttal.

830493390

My client offers two alterpate justifications for its repayment
of the Williams' Project '76 loan from allowable sources. TUnder a2
cash basis analysis applied to the receipts derived from the primary
source (Victory Dinner, see "B" below), there existed sufficient
allowable revenues, after deducting expenses, to satisfy the loan
obligation. 1In addition, during the second fiscal quarter of 1878,
the period in which the loan was repayed, the account from which

it was drawn had sufficient allowable funds to satisfy the foregoing

debt.

A. Fiscal Quarter Analvsis

The Williames Project '76 loan of £15,000.00 was made on October
28, 1976 to the New Jersey Democratic State Committee. - The New Jersey
Democratic State Committee (NJDSC) repayed the loan to the Williams

Ww&jonfﬂ /




BAUMGART 8 GENOVA July 12, 1982

Victor Sterling Page - 2 -
Federal Election Commission

Re: MUR 1379; N,J, Democratic State Committee

Project '76 on June 27, 1979 by check, number 941, drawn against the
NJDSC = Office Account,

At the time of the loan repayment the KJDSC maintained several
bank accounts. These accounts included; the Victory Dinner Account,
the Non-Federal Account, the Federal Account, and the Office Account.
The Victory Dinmer Account served as the primary depository account
for the NJDSC. Most receipts were deposited into this account and
then transferred to the Office Account for disbursement.

On April 5, 1879, the NJDSC held a "Victory Dinner" honoring
Sepator Harrison Williams. The purpose of this event was to raise
funds to repay the Williams Project '7T6 loan and to provide operating
expenses for the State Committee, The ¥Williams Dinner raised over
$250,000.00 with at least $110,600.00 coming from spources allowable
under 11 CFR 114.

“¥

5

The Stite Committee's procedures, in effect at the time, called
for the funds raised to be deposited in a Victory Dinner Account and
then transfered to the State Cymmittee Office Account for disburse-
ment. During the second fiscal quarter of 1978, the period in
which the ¥Williams Project '76 loan was repayed, the Office Account
bad deposits, allowable under 11 CFR 114 totaling $116,140.00. These
funds were received by the Office Account through transfer from other
KJDSC accounts. My client advises me that the following fupds allow-
able under 11 CFR 114, were received during the second quarter by
each account.

VICTORY DINNER ACCOUNT............ $110,600,00
NOK-FEDERAL ACCOUNT............... $ 4,050.00

3304943592901

--------------------------

Thus the Office Account contained sufficient allowable revenue to
satisfy the Williams' loan when measured by the total monies available
in the Office Account.

G. Revenue enses Anelysis.

As was the State Committee's practice, expenses connected with
a fundraising event, or which were intended to be satisfied from the
proceeds of such event, are paid from the proceeds of the event.
Such was the case with the above Victory Dinner. This dinner was
intended to raise revenues to repay the State Committee's debt

to Williams' Project '76 and to provide operating revenue for the
State Committee. As noted, the approximate gross revenues from the
affair was $250,000.00. 1 am advised that $110,600.00, 44% of

the total gross revenues, was derived from allowable sources.

AL tachnant /) fRI% %




BAUMGART 8 GENOVA J_ulr 12, 1882
Page - 3 -

Victor Sterling
Federal Election Commission

Re: MUR 1379: N.J. Democratic State Committee

Expenses incurred in bolding the affair, with the exception of

the $15,000.00 debt, totalled $56,472.46. If we attributed 44% of
such expenses (24,847.88) of such expenses to allowable revenues,

the remaining balance from allowable sources was $85,752.12.

This balance represents sufficient allowable revenues available to
satisfy the $15,000.00 obligation which was repaid shortly thereafter.

I trust that the foregoing satisfies your request. 1 regret
any delay in providing you with this response. However, the State
Committee has recently undergone a transition in officers. As
this matter predates the affairs of the present administration, my
client had to research the matter thoroughly without the benefit
of the individuals employed by the State Committee at the time of

the loan repayment.

b

#
J

Very truly yours,
BAUMGART

5} 2 0 |

AJG:cr
Cert. Mail R.R.R. 537062
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 2046)

Angelo J. Genova, Esquire
Baumgart and Genova
134 Evergreen Place
East Orange, New Jersey 07018

RE: MUR 1379
New Jersey Democratic State
Committee

Dear Mr. Genova:

on , 1983, the Commission determined to take no
o further action with regard to a violation of 2 U.S.C. § 441b by
o the New Jersey Democratic State Committee ("NJDSC") as a result
of its repayment in 1979 of a loan received from the Williams
o Project '76 using an account containing prohibited funds. The
file in this matter has now been closed. The Commission's action
© is based upon the changes which have occurred in the law and the
< Commission's regulations regarding permissible sources for the
repayment of loans received by one political committee from
€5 another political committee, and the confusion which has arisen

in interpreting these changes.

Upon reassessment of the facts in this matter, it has been
W determined that the status of the NJDSC as a political committee
at the time of the loan repayment to the Williams committee would
have caused your client to be subject to the requirements of

11 C.F.R. § 102.5(a), rather than those of 11 C.F.R. § 102.5(b),
if these regulatory provisions had been in effect in 1979. 1In
other words, the repayment to the Williams committee should have
been made from an account containing no prohibited funds. The
presence in the account used of sufficient permissible funds
would not have been a saving factor. Your client is cautioned to
apply this approach to any future loan repayments made to




Letter to Angelo J. Genova, Esag.

Page 2

political conmittees as defined under the Federal Election

Campaign Act.

If you have any questions, please contact Anne A.
Weissenborn, the attorney now assigned to this matter, lt

(202) 523-4175.

Sincerely,

Charles N. Steele
General Counsel

Fenneth A. Gross

Associate General Counsel

Aechmernt 2, proe
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Viector Sterling, Esg.
Federal Election Commission
1325 K Street, N.W.
Washiogton, D.C. 204863
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Re: MUR 1379; N.J. Democratic State Committee

Dear Mr. Sterling:

Please consider this correspondence as my client's (the New
Jersey Democrat State Committee) response to the Federal Election
Commission's General Counsel's Factual and Legal Analysis, MUR 1379.

b

Upon completing the review of all pertinent data regarding the
source of funds used to repay the Williams Project '76 loan dated
October 28, 1976, it is the State Committee's position that monies
used to repay this loan were derived from allowable sources under
11 CFR Section 114. As you are aware, the pertinent legal standard
is whether the Democratic State Committee is able to demonstrate
through a reasonable accounting method that it had sufficient funds
not prohibited by the Act to repay the William's loan. Upon such
a showing, the allegations contained in the General Counsel's
Factual and Legal Analysis is rebutted and the matter resolved.
Specifically, the mere fact that the State Committee may have
received corporate or union funds does not per se prohibit the repay-
ment. See F.E.C. Advisory inion 1980-130, It is with this in
mind that the following analysis is submitted as the New Jersey
Democratic State Committee's rebuttal.

0
Lo
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My client offers two alternate justifications for its repayment
of the Williams' Project '76 loan from allowable sources. Under a
cash basis analysis applied to the receipts derived from the primary
source (Victory Dinner, see "B" below), there existed sufficient
allowable revenues, after deducting expenses, to satisfy the loan
obligation. In addition, during the second fiscal quarter of 1979,
the period in which the loan was repayed, the account from which
it was drawn had sufficient allowable funds to satisfy the foregoing
debt.

A. Fiscal Quarter Analysis

The Williams Project '76 loan of $15,000.00 was made on October
28, 1976 to the New Jersey Democratic State Committee. The New Jersey
Democratic State Committee (NJDSC) repayed the loan to the Williams
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BAUMGART 8 GENOVA July 12, 1882

Victor Bterling Page - 2 -
Federal Election Commission

Re: MUR 1379; N.J. Democratic State Committee

Project '76 on June 27, 1879 by check, number 941, drawn against the
NJDSC - Office Account.

At the time of the loan repayment the NJDSC maintained several
bank accounts. These accounts included; the Victory Dinner Account,
the Non-Federal Account, the Federal Account, and the Office Account.
The Victory Dinner Account served as the primary depository account
for the NJDSC. Most receipts were deposited into this account and
then transferred to the Office Account for disbursement.

On April 5, 1979, the NJDSC held a '"Victory Dinner'" honoring
Sepator Harrison Williams. The purpose of this event was to raise
funds to repay the Williams Project '76 loan and to provide operating
expenses for the State Committee, The Williams Dinner raised over
$250,000.00 with at least $110,600,00 coming from sources allowable
under 11 CFR 114.

The State Committee's procedures, in effect at the time, called
for the funds raised to be deposited in a Victory Dinner Account and
then transfered to the State Cymmittee Office Account for disburse-
ment. During the second fiscal quarter of 1979, the period in
which the Williams Project '76 loan was repayed, the Office Account
had deposits, allowable under 11 CFR 114, totaling $116,140.00. These
funds were received by the Office Account through transfer from other
NJDSC accounts. My client advises me that the following funds allow-
able under 11 CFR 114, were received during the second quarter by
each account.

VICTORY DINNER ACCOUNT $110,600.00
NON-FEDERAL ACCOUNT,
FEDERAL ACCOUNT

Thus the Office Account contained sufficient allowable revenue to
satisfy the Williams' loan when measured by the total monies available
in the Office Account.

G. Revenue/Expenses Analysis.

As was the State Committee's practice, expenses connected with
a fundraising event, or which were intended to be satisfied from the
proceeds of such event, are paid from the proceeds of the event,
Such was the case with the above Victory Dinner. This dinner was
intended to raise revenues to repay the State Committee's debt
to Williams' Project '76 and to provide operating revenue for the
State Committee. As noted, the approximate gross revenues from the
affair was $250,000.00. I am advised that $110,600.00, 44% of
the total gross revenues, was derived from allowable sources,
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Vietor Sterling
Federal Election Commission

Re: MUR 1379: N.J. Democratic State Committee

Expenses incurred in holding the affair, with the exception of

the $15,000.00 debt, totalled $56,472.46. If we attributed 44% of
such expenses (24,847.88) of such expenses to allowable revenues,

the remaining balance from allowable sources was #85,752.12.

This balance representes sufficient allowable revenues available to
satisfy the $15,000.00 obligation which was repaid shortly thereafter.

I trust that the foregoing satisfies your request. I regret
any delay in providing you with this response. However, the State
Committee has recently undergone a transition in officers. As
this matter predates the affairs of the present administration, my
client had to research the matter thoroughly without the benefit
of the individuals employed by the State Committee at the time of
the loan repayment.

$ 8

Very truly yours,
BAUMGART VA
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AJG:cr
Cert. Mail R.R.R. 537062




Victor Sterling

Federal Election Commission

Washington, D.C. 20463
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Victor Sterling
Federal Election Commission
Washington, D.C. 20463

Re: MUR 1379
Dear Mr. Sterling:

Pursuant to our conversation of this date, please be
advised that the New Jersey Democratic State Committee shall
submit its response to the Commission's preliminary factual
and legal analysis dated August 18, 1981 within ten (10)
days of the date of this correspondence.

I regret that our response is belated, but this delay
has been caused by two significant matters involving the New
Jersey Democratic State Committee arising from the November
1981 gubernatorial election here in New Jersey. Consequently,
this matter was inadvertently overlooked. However, you can
be assured that we will give this issue our immediate attention.

You have advised me that the Commission will refrain
from initiating an audit of my client's records pending our
submission and response by June 6, 1982,

Thank you for your courtesies.

o2
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Very truly vours,

AJG:cr
Cert. Mail R.R.R. # 4774683




Victor Bterling

Federal Election Commissil®
1325 K Street, K.V,
Vashington, D.C. 20483
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

CHARLES STEELE
MARJORIE W. EMMONS/JODY CUSTER ﬁv

OCTOBER 13, 1981
REFERRAL OF LETTER REGARDING MUR 1379

The attached letter regarding designation of counsel
was received in Chairman McGarry's office and then
forwarded to the Secretary of the Commission. It is

provided for your action.

Attachment:
Letter from Angelo J. Genova
dated October 9, 1981
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MIMBER N.Y.8 N, | BAR

October 9, 1981

John Warrem McGarry

General Counsel

Federal Election Commission
Washington, D.C. 20463

Re: MUR 1379

Dear Mr. McGarry:

7 3

Enclosed please find completed "Statement of Designation
of Counsel"” for the above refersnced matter.

I have spoken with Mr. Sterling upon my receipt of your
correspondence of August 25, 1981 on September 5, 1981. I
anticipate reviewing all related documents in the immediate
future at which time T will be prepared to respond to your
"Factual and Legal Analysis" by October 23, 1981.

Ty truly yours

o
o
o
T
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o
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STATEMENT OF DESIGNATION OF COUNSEL

NAME OF COUNSEL:
ADDRESS;——" """~ "

TELEPHONE :

The above-named individual is hereby designated as my

. counsel and is authorized to receive any notifications and

other communications from the Commission and to act on my

behalf before the Commission.

Date

Pe
©
.
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-
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<

c

s

=

NAME :

ADDRESS:

HOME PHONE:

BUSINESS FHOMNE:




John Warrem McGarry

General Coumsel

Faderal Election Commission
Washington, D.C. 20463




FEDERAL ELECTION COMMISSION

WASHINCTON, DC 20461

August 25, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Bernard J. Mondi

Treasurer

Williams Project '76

300 Milik Street

Cartoret, New Jersey 07008

RE: MUR 1379
Dear Mr. Mondi:

On August 18, 1981, the Commission found
that your committee had violated 2 U.S5.C. § l!llhl;
provision of the Federal Election Campaign Act of X
amended ("the Act") in connection with the above rel
MUR. However, after considering the circumstance
matter, the Commission has determined to take no fup
action and close its file. The file will be made p&
public record within 30 days. Should you wish to "
any materials to appear on the public record, please do so
within 10 days.

The Commission reminds you that the failure to properly
disclose an expenditure nevertheless appears to be a violation
of 2 U.5.C. § 434(b)(5)(A) and you should take immediate steps
to insure that this activity does not occur in the future.

If you have any questions, please direct them to
Victor Sterling, at (202) 523-4175.

5i EIEE;

JOHN WARREN McGARRY
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

August 25, 1981

Mr. Peter P. Curtin, Jr., Treasurer
New Jersey Democratic State Committee
226 West State Street

Trenton, New Jersey 07008

RE: MUR 1379
Dear Mr. Curtin:

On August 18 , 1981, the Federal Election Commission
determined that there is reason to believe that your committee
violated 2 U.S8.C. § 441b, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act®) by your committee's
repayment of an ocutstanding loan of $15,000 to the Williams
Project '76 Committee. The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding,
is attached for your information.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. 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
demonstrates that no further action should be taken against
your committee, the Commission may find probable cause to
believe that a violation has occurred and proceed with conciliation.
Of course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.




Letter to Peter P. Curtin
Page 2

The investigation now being conducted will be confidential
in acecordance with 2 U.5.C. § 437g(a)(4)(B) and § 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 cuestions, please contact Victor
Sterling, the attorney assigned to this matter, at (202) 523-4175.

REN McGRRRY

Enclosures

General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statenent
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PrEDERAL ELECTION COMMI

GENERAL COUNSEL'S FACTUAL
AND LEGAL ANALYSIS

MUR #1379

BY OGC TO THE COMMISSION STAFF MEMBER AND TELEPHONE NUMBER
Victor Sterling
(202) 523-4175

r

SOURCE OF MUR: INTERNALLY GENERATED
RESPONDENT NAME: New Jersey Democratic State Committee

FEDERAL AGENCIES CHECREED: None

SUMMARY OF ALLEGATIONS

This matter was referred to the Office of the General Counsel
from the Reports Analysis Division due to the failure of Williams
Project '76 to disclose the particulars of a loan repayment from
New Jersey Democratic State Committee which could contain possible
corporate and/or union contributions.

$ C

Evidence Analysis

The October 10, 1979 guarterly report of Williams Project ‘76,
the principal campaign committee of Senator Harrison Williams,
disclosed a loan repayment to the committee in the amount
of 515,000 from the New Jersey Democratic State Committee on
September 4, 1979. The repayment was for a $15,000 loan made on
October 28, 1979 to the State committee, which was not then
registered with the Commission; the New Jersey Democratic State
Committee registered with the Commission on October 16, 1978,
but at a different address (226 West State Street, Trenton,

New Jersey) than the one indicated in the Williams committee's
reports. (140 West State Street, Trenton, New Jersey). The State
committee's reports to the Commission does not disclose the

loan repayment.

Low
o~
~
o
T
c
M
ao

Since New Jersey law permits corporations and labor organizations
to contribute to state and local committees, 1/ the possibility
exists that the loan repayment in guestion contained corporate

1/ State of New Jersey Code, Title 19: 34-32 and 34-45 prohibits
contributions by corporations which are banks, public utilities
or insurance companies.




and/or union funds. The fact that the repayment was not reported
by the State committee raises the further possibility that it was
paid out of the committee's state rather than federal accountj

if such were the case, the possibility of prohibited funds is even
stronger since the state account would probably contain corporate
and/or union funds.

The Commission's regulation at 11 CFR § 100.7(a)(1)(1i)(D)
provides that repayment of the principal amount of a loan made by
a political committee is not a contribution by the debtor to the
lender committee. On the other hand, it also requires that the
repayment be made with funds which are subject to the prohibitions
of 11 CFR § 114.

In Advisory Opinion 1980~130, the Commission held that,
while a loan repayment is not a contribution, the borrower committee
may not use corporate or union funds to repay the loan. The
Commission further held that the mere fact that such funds were
received by the borrower would not bar repayment, but the
committee must be able to demonstrate through a reasonable accounting
method that sufficient funds have been received from other sources
not prohibited by 11 CFR § 114 when the loan is repaid. Accordingly,
the fact that the State committee is likely to have received
corporate or union funds does not prohibit the repayment. Rather,
the State committee must be able to demonstrate through a reascnable
accounting method that it had received sufficient funds not prohibited
by the Act to make the loan repayment.

2 U.5.C. § 441b prohibits contributions from corporations
and labor organizations an defines contributions to include "any
direct or indirect payment... or any gift of money... to any
[Federal] candidate, [or] campaign committee..." Even though
the requlations state that a loan repayment is not a contribution,
it is incumbent on the borrower committee to show that the repay-
ment came from sources not prohibited by 11 CFR § 1l4; indirect
payments from corporations or labor unions are thus prohibited.
Therefore, we are recommending that the Commission find reason
to believe that the New Jersey Democratic State Committee violated
2 U.S.C. § 441b in order to determine the source of the funds utilized
in the loan repayment. See 11 CFR § 100.7(a)(l)(1i) (D).

RECOMMENDATION

l. Find reason to believe that the Hew Jersey Democratic
State Committee violated 2 U.S5.C. § 441b.
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FEDERAL ELECTION COMMISSION
WASHINCTON, DC. 20463

CERTIFIED MAIL
RETURN RECEIPT UESTED

Bernard J. Mondi

Treasurer

Williams Project '76

300 Milik Street

Cartoret, New Jersey 07008

RE: MUR 1379
Dear Mr. Mondirs

On 1981, the Commission found reason to believe
that your committee had violated 2 U.5.C. § 434(b)(5)(A), a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act®™) in connection with the above referenced
MUR. However, after considering the circumstances of this
matter, the Commission has determined to take no further
action and close its file. The file will be made part of the
public record within 30 days. 5hould you wish to submit
any materials to appear on the public record, please do so
within 10 days.

The Commission reminds you that the failure to properly
disclose an expenditure nevertheless appears to be a violation
of 2 U.5.C. § 434(b)(5)(A) and you should take immediate steps
to insure that this activity does not occur in the future.

If you have any questions, please direct them to
Victor Sterling, at (202) 523-4175.

Sincerely,
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

Mr. Peter P. Curtin, Jr., Treasurer
New Jersey Democratic State Committee
226 Wesat State Street

Trenton, New Jersey 07008

RE: MUR 1379
Dear Mr. Curtin:

On 1981, the Federal Election Commission
determined that there is reason to believe that your committee
violated 2 U.S.C. § 441lb, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act®) by your committee's
repayrnent of an outstanding loan of $15,000 to the Williams
Project "76 Committee. The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding,
is attached for your information.

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

In the absence of any additional information which
demonstrates that no further action should be taken against
your committee, the Commission may find probable cause to
believe that a violation has occurred and proceed with conciliation.
Of course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.
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Letter to Peter P. Curtin
Page 2

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a)(4)(B) and § 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 Victor
Sterling, the attorney assigned to this matter, at (202) 523-4175.

Sincerely,

Enclosures =i

General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement




BEFOFE THE FEIEFAL ELECTION OOMMISSION
In the Matter of

)
)
Williams Project '76 )
New Jersey Damocratic State Comnittee )

CERTIFICATION

1, Marjorie W. Bmons, Recording Secretary for the Federal
Election Commission's Executive Session on August 18, 1981, do
hereby certify that the Oonmission decided by a vote of 5-1 to
take the following actions in MUR 1379:

1. Find reason to believe that the New
Democratic State Oommittee violated 2 U.5.C.
§441b.

Find reason to believe that Williams Project '76
violated 2 U.5.C. §434(b) (5) (A).

Send the letters attachad to the General
Counsel's Auqust 7, 1981 report.

Commissioners Aikens, Harris, Reiche, Thomson, and Tiernan
voted affirmatively for the decision; Comissioner McGarry dissented.
Attest:

ul
o
o
o~
2
==}
-
c
o

Fao/p/

Date




FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20463

2
MEMORANDUM TO: CHARLES STEELE LD

PROM: MARJORIE W. EHHDHJ?EDDY CUST!R}JCl’
DATE: AUGUST 13, 1981

SUBJECT: OBJECTION - MUR 1379 First General

Counsel's Report dated August 10, 1981,
Received in OCS, 8-10-81, 9:51

The above-named document was circulated on a 48

hour vote basis at 4:00, August 10, 1981.

Commissioner McGarry submitted ﬁn ubjectiﬁn at

2:31, August 12, 198l.

This matter will be placed on the Executive Session

Agenda fcr Tuesday, August 18, 1981.




Agust 10, 1981

EEMORANDUM TO: Marjorie W. Emmons
FROM: Elissa T. Garr
SUBJECT: MUR 1379

Please have the attached First GC Report distributed

to the Coomission on a 48 hour tally basis. Thhnk you.
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SENSITIVE_

FIRST GENERAL COUNSEL'S REPORT

ELECTION COMMISSION
1325 K Street, N.W. CiF C
Washington, D.C. 20463 FC’HHJP mer

DATE AND TIME OF TRANSMITTAL MUR #1379

BY OGC TO THE COMMISSION £ -10-F| STAFF MEMBER(S):
Sterling

INTERNALLY GENERATED

SOURCE OF MUR:

RESPONDENT NAME: Williams Project '76
New Jersey Democratic State Committee

2 U.5.C. 441b
2 U.5.C. 434(b) (5)(A)

RELEVANT STATUTE:

INTERNAL REPORTS CHECKED: Reports of Williams Project '76
and New Jersey Democratic State Committee

B

3

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER
This matter was referred to the Office of the General Counsel
from the Reports Analysis Division due to the failure of Williams
Project '76 to disclose the particulars of an expenditure and

possible corporate and/or union contributions.

s 0405930

Lt

SUMMARY OF ALLEGATIONS

8

The October 10, 1979 quarterly report of Williams Project '76,

the principal campaign committee of Senator Harrison Williams,

disclosed a loan repayment to the committee in the amount

of 515,000 from the New Jersey Democratic State Committee on

September 4, 1979. The repayment was for a $15,000 loan made on

October 2B, 1976 to the State committee, which was not then

registered with the Commission; the New Jersey Democratic State

Committee registered with the Commission on October 16, 1978,
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but at a different address (226 West State Street, Trenton,

New Jersey) than the one indicated in the Williams committee's

reports. (140 West State Street, Trenton, New Jersey). The State

committee's reports to the Commission does not disclose the

loan repayment.

The Williams committee's October 10 quarterly report also

disclosed an expenditure in the amount of $1,704 on September 12,

1979, to "V.V.B.A.C." The purpose of the expenditure and the

address of its recipient were not disclosed.

The Williams committee failed to respond to the Commission's

April 2, 1980 RFAI. Additional notices were sent on May 7 and

to date, the Williams committee has failed to

May 21, 1980, but,

provide the requested information.

LEGAL ANALYSIS
Since New Jersey law permits corporations and labor organizations
to contribute to state and local committees 1/, the possibility
exists that the loan repayment in question contained corporate and/or
union funds. The fact that the repayment was not reported by the

State committee raises the further possibility that it was

B3 0404 90

paid out of the committee's state rather than federal account;

if such were the case, the possibility of prohibited funds is even

stronger since the state account would probably contain

corporate and/or union funds.

1/ State of New Jersey Code, Title 19: 34-32 and 34-45 prohibits
contributions by corporations which are banks, public utilities or
insurance companies.
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The Commission's regulation at 11 CFR § 100.7(a)(1) (i) (D)
provides that repayment of the principal amount of a loan made by a
political committee is not a contribution by the debtor to the lender
committee. On the other hand, it also requires that the repayment be
made with funds which are subject to the prohibitions of 11 CFR § 114.

In Advisory Opinion 1980-130, the Commission held that,
while a loan repayment is not a contribution, the borrower committee
may not use corporate or union funds to repay the loan. The Commission
further held that the mere fact that such funds were received by
the borrower would not bar repayment, but the committee must be able
to demonstrate through a reasonable accounting method that
sufficient funds have been received from other sources not prohibited
by 11 CFR § 114 when the loan is repaid. Accordingly, the fact that
the State committee is likely to have received corporate or union
funds does not prohibit the repayment. Rather, the State committee
must be able to demonstrate through a reasonable accounting method
that it had received sufficient funds not prohibited by the Act
to make the loan repayment.

2 U.5.C. § 441b prohibits contributions from corporations and

labor organizations and defines contributions to include “any

direct or indirect payment... or any gift of money... to any

[Federal] candidate, [or] campaign committee..."™ Even though the
regulations state that a loan repayment is not a contribution,

it is incumbent on the borrower committee to show that the repayment
came from sources not prohibited by 11 C.F.R. § 114; indirect
payments from corporations or labor unions are thus prohibited.

Therefore, we are recommending that the Commission find reason




Page 4

to believe that the New Jersey Democratic State Committee viclated
2 U.8.C. § 441b in order to determine the source of the funds utilized
in the loan repayment. See 11 C.F.R. § 100.7(a)(1l)(i)(D).
2 U.5.C. § 434(b)(5)(A) requires that political committees
disclose the name and address of each person to whom an
expenditure in excess of $200 is made, together with the purpose
of the expenditure. 1In simply describing the $1,704 expenditure
as "V.V.B.A.C.", Williams Project '76 violated § 434(b)(5)(A).

However, the violation was relatively minor and not repeated

with respect to other expenditures. We are therefore recommending

that the Commission find reason to believe that Williams Project
'76 violated this section and take no further action.
RECOMMENDATIONS
l. Find reason to believe that the New Jersey Democratic
State Committee violated 2 U.S.C. § 441b.
Find reason to believe that Williams Project '76 violated
2 U.5.C. § 434(b)(5)(A).

Send the attached letters.

Kenreth A. Gross
Associate General Counsel

ATTACHMENTS
l. RAD referral

2. Letter to respondent Williams Project '76
3. Letter to respondent New Jersey State Democratic Committee
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RAD

REFER m@:.:noﬂs ON REVIRSE SIDE 3E. ro@.—ﬂw ) = f’/ D p

REPORTS ANALYSIS REFERRAL SHEET"
DATE _&ﬂﬁﬂ: ‘? /740 ANALYST _Mary Jo Mesner ’}J;i’?ﬂ
1, Jr.
TO: office of General Counsel TEAM CHIEF Peter #1 Jr
rﬁmmﬂ: STAFF DIRECTOR 8L ':"’l% COMPLIANCE REVIEW ___"eggy Sims

FROM: ASSISTANT STAFF DIRECTOR FOR REPORTS m&%
e T S e e W = s -

CANDIDATE/COMMITTEE: Williams Project '76
TREASURER: Bernard J. Mondi
ADDRESS: 300 Milik Street, Carteret, NJ 07008

AFFILIATE(S): NA

9 2

o
o
b |
o
T
o
™

ALLEGATION(S): CITE: ATTAC?.\IEHT{S}
Possible prohibited funds in loan 2 U.S.C. 441b
oo repayment made to committee

Fnbi%%cgmrlay itemize disbursement 2 U.S5.C 434 2

MANNER [N WHICH REVIEW WAS INITIATED:
& Hom_ul Rc?'iuw .




REPORTS: All reports within the dates listed below have received inmitial basic review
reviewed, see Attachment 1. ol i

PERIOD COVERED FROM 7/1/79 TO 9/30/79
TOTAL RECEPTS § 15,000 TOTAL EXPENDITURES §__ 3334
CASHONHAND § 101,325 DEBTS § .0

HISTORY:

RESULTS OF REVIEW.:

RFAI sent 4/2/80 on October 10 Muarterly report

second notice sent 5/7/80

Additional notice sent 5/21/80 °

Inadequate response received 8/18/80

COMMUNICATIONS WITH CANDIDATE/COMMITTEE:

Telecon 5/23/80

REASON(S) FOR REFERRAL:
Amount of loan exceeds threshold for referral.

OTHER PENDING ACTIONS INITIATED BY RAD: ATTACHMENT
NA *

A commit:-ze with the name of New Jersey Democratic State Committee
is registered with the FEC. This committee fails to show the loan
repayment and has a different address from the committee mentioned
in the RFAIL.

PREVIOUS QGC/AUDIT REFERRALS FROM :
This committee was raferred to Audit on April 8, 1977. No sudit has-been conducted.
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 2, 1980

Bernard J. Mondi
Williams Project "76 (aka
Citizens For Williams

Committee)
300 Milik St.
Carteret, HJ 07008

Identification No: COD02B464

Reference: OCTOBER 10 QUARTERLY REPORT (7/1/79 - 9/30/79)

Dear Mr. Mondi:

This letter is prompted by the Commission’s preliminary review of
your October 10 Quarterly Report. The review raised questions as to
specific contributions and/or expenditures, and the reporting of certain
information required by the Federal Election Campaign Act. An
itemization of these areas follows:

= Schedule A of your report (pertinemt portion attached)
discloses a loan repayment to your committee which might
contain prohibited funds. TYou are advised that contributions
from corporations and labor corganizations are prohibited by 2
U.5.C. 441b, unless made from separate segregated funds
established by the corporations and labor organizations. If
this loan repayment does contain prohibited contributions, the
Commisaion recommends that you refund the amount. (Any
refunds should appear on Line 2la of Schedule B on your next
reports)

If you find that sources of the contributions are permissible,
please amend your original report with the clarifying
information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contribution, your
prompt refund of the contribution to the domor will be taken
into consideration by the Commismion.
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= You have mot shown all the necessary informatiom for of
your sxpenditures. TYou wust etill provide the address for
'ltf.'lllci :

= You h.'.‘ 11.-.“ an “Pnditu:. to VaV.B:A:Cs lbl' '“.-Tﬂlh An
explanation must be given for all itemizable expenditures.

An smendment to your original report correcting the above problems
should be filed with the Secretary of the Senate, 119 D Street, NE, Room
623, Washington, DC 20510, within fifteem (15) days of the date of this
latter. If you need assistance, plaase fesl free to contact m& on our
toll free number, (800) 424-9530. My local number is (202) 523-4172.

Sincerely,

%‘} o Meoner

Reports Analyst
Raports Analysis Divisiom
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FEDERAL ELECTION COMMISSION
WASHINGTION Dt 2

May 7, 1980

“Bernsrd J. Mondi, Treasurer
“Williams Project “76 (aka
i Citizens For Williams
Committee)
300 Milik St.
Carteret, NJ 07008 »

Identification No: CO0028464

Reference: 45V2/80-74 October 10 Quarterly (7/1/7-9/30/79)

Dear Mr. Mondi:

This letter is to inform you that «8 of this date, the Commission
has not received your response to o'z request for additional
information, dated April 2, 1980. That notice requested information
essential to full public disclosdre of your Federal election financial
activity and to ensure complis=mece with provisions of the Federal
Election Campaign Act (the Act). A copy of our original request is
enclosed.

If you should have =~y questions related to this matter, please
contact Mary Jo Mesnsr on our toll-free number (800)424=-9530 or our
local oumber (202)523-4172.

Sincerely,

Llf At

Thomas J. selhorst
Assistant Staff Director
Reports Analysis Divisien

Fnclolure

c‘%%-iﬂ




FEDERAL ELECTION COMMISSION
WASHINCTON DC 20463

May 21, 1980

iBernard J. Mondi, Treasurer
Williams Project '76
300 Milik Street
Carteret, NJ 07008
Identification No.: COO0D2B464
Reference: 45V2/B0-0074 October 10 Quarterly (7/1/79-9/30/79)

Dear Mr. Mondi:

-
b |

A review of our May 7, 1980, letter to you indicated that we falled
to advise you when your response was expected. This is to advise you
that a responmse is expected within fifteen (15) days from the date of
this letter.

If no response is received within this time frame, the Commigsion
may choose to initiate audit or legal enforcement actions.

1f you should have any questions relating to this matter, please
contact Mary Jo Mesner on our toll-free number, (B00) 424-9530, or on
our local number (202) 523-4048B.

Sincerely,

o) Bt

Thomas J. Haselhorst
Assistant Staff Director
Reports Analysis Division
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TELECON

FRoM: Walt Ramsey, Administrative Assistant to Sen. Williams, 224-9719
10: Mary Jo Mesner
DATE: 5/23/80

COMMITTEE : Williams Project '76

Mr. Ramsey called in response to the RFAI and the second notice that had been

sent to the committee concerning its October 10 '79 report. He said that the
treasurer, Bernard Mondi, went on vacation just after receiving the second letter
and so he wanted to let us know that the committee was aware of what needed to be
done. He asked if the committee could be granted an extension. I said I could not
do this and urged that a response be sent in as soon as possible.




-

Lk R ST
" @ERALD M. FEDER

B Wi 18 P imm./r' w

JERALD M. FEDER LAKS !'lﬁt'." s .Q’E 20036

KENNETH ], SIMON-ROSE I-0086
P. JOSEPH WALSHE o
TiMOTHY 31. C. SMITH

! August 14, 1980

-

Ms. Mary Jo Mesner

Reports Analyst

Reports Analysis Division
Federal Election Commission
Washington, D.C. 20463

Dear Ms. Mesner:

., I have just been provided with a copy of your April
2, 1980, letter to Bernard J. Mondi, a copy is enclosed for
your ready reference. I will try to analyse its contents
and be in a position to report to you on the responses of the
Williams Project '76 by early next week.

If this is unacceptable, please let me know. I
recognize the extent of the delay which has already occurred.
However, in light of the fact that I have just received
your communication, any accommodation you can make is
greatly appreciated.

GMF/1b

Enclosure
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BOX 254

SRR T
i Hcoject 76 .'

CARTERET, NEW JERSEY 07008

GERALD M. FEDER
(PN 0P,
AUG 11 197D

CGEITUIS

August 6, 1980

Mr. Gerald M. Feder
e 1527 18th Street NW
Washington, D.C. 20036
Dear Jerry,
Walt Ramsey asked me to send you this copy of a letter dated April 2, 1980

from the Federal Election Commission.

Regards.

Very truly yours,

r‘“’EE%}JLd&h‘

Bernard J. Mondi

B/ sms

=B LE

Enclosure



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20483

CERTIFIED MAIL
RETURN RECEIPT UESTED

Bernard J. Mondi

Treasurer

Williams Project '76

300 Milik Street

Cartoret, New Jersey 07008

RE: MUR 1379
Dear Mr. Mondir

On 1981, the Commission found reason to believe
that your committee had violated 2 U.S5.C. § 434(b)(5)(A), a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act™) in connection with the above referenced
MUR. However, after considering the circumstances of this
matter, the Commission has determined to take no further
action and close its file. The file will be made part of the
public record within 30 days. Should you wish to submit
any materials to appear on the public record, please do so
within 10 days.
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The Commission reminds you that the failure to properly
disclose an expenditure nevertheless appears to be a violation
of 2 U.5.C. § 434(b)(5)(A) and you should take immediate steps
to insure that this activity does not occur in the future.

If you have any questions, please direct them to
Victor Sterling, at (202) 523-4175.

Sincerely,
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C, 20463

Mr. Peter P. Curtin, Jr., Treasurer
New Jersey Democratic State Committee
226 West State Street

Trenton, New Jerocey 07008

RE: MUR 1379
Dear Mr. Curtin:

On ¢« 1981, the Federal Election Commission
determined that there is reason to believe that your committee
violated 2 U.S.C. § 441b, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"™) by your committee's
repayment of an outstanding loan of $15,000 to the Williams
Project '76 Committee. The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding,
is attached for your information.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. 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
demonstrates that no further action should be taken against
your committee, the Commission may find probable cause to
believe that a violation has occurred and proceed with conciliation.
Of course, this does not preclude the settlement ‘of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 1l C.F.R. § 111.18(4d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
gstating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.
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Letter to Peter P. Curtin
Page 2

The investigation now being conducted will be confidential
in accordance with 2 U.S5.C. § 437g(a)(4)(B) and § 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 Victor
Sterling, the attorney assigned to this matter, at (202) 523-4175.

Sincerely,

Enclosures .

General Counsel's Factual and Legal Analysis
Procedures

Designation of Counsel Statement
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BEFORE rir.msm ELECTION mu

GENERAL COUNSEL'S FACTUAL
AND LEGAL ANALYSIS

MUR #1379

BY OGC TO THE COMMISSION STAFF MEMBER AND TELEPHONE NUMBER
Victor Sterling
(202) 523-4175

SOURCE OF MUR: INTERNALLY GENERATED
RESPONDENT NAME: New Jersey Democratic State Committee

FEDERAL AGENCIES CHECEED: None

SUMMARY OF ALLEGATIONS

This matter was referred to the Office of the General Counsel
from the Reports Analysis Division due to the failure of Williams
Project '76 to disclose the particulars of a loan repayment from
New Jersey Democratic State Committee which could contain possible
corporate and/or union contributions.

Evidence Analysis

The October 10, 1979 quarterly report of Williams Project '76,
the principal campaign committee of Senator Harrison Williams,
disclosed a loan repayment to the committee in the amount
of $15,000 from the New Jersey Democratic State Committee on
September 4, 1979. The repayment was for a $15,000 loan made on
October 28, 1979 to the State committee, which was not then
registered with the Commission; the New Jersey Democratic State
Committee registered with the Commission on October 16, 1978,
but at a different address (226 West State Street, Trenton, .
New Jersey) than the one indicated in the Williams committee's
reports. (140 West State Street, Trenton, New Jersey). The State
committee's reports to the Commission does not disclose the
loan repayment.
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Since New Jersey law permits corporations and labor organizations
to contribute to state and local committees, 1/ the possibility
exists that the loan repayment in question contained corporate

1/ State of New Jersey Code, Title 19: 34-32 and 34-45 prohibits
contributions by corporations which are banks, public utilities
or insurance companies. .




and/or union funds. The fact that the repayment was not re

by the State committee raises the further possibility that it was
paid out of the committee's state rather than federal account;

if such were the case, the possibility of prohibited funds is even
stronger since the state account would probably contain corporate
and/or union funds.

The Commission's regulation at 11 CFR § 100.7(a)(1)(4i)(D)
provides that repayment of the principal amount of a locan made by
a political committee is not a contribution by the debtor to the
lender committee. On the other hand, it also requires that the
repayment be made with funds which are subject to the prohibitioms
of 11 CFR § 114.

In Advisory Opinion 1980-130, the Commission held that,
while a loan repayment is not a contribution, the borrower committee
may not use corporate or union funds to repay the loan. The
Commission further held that the mere fact that such funds were
received by the borrower would not bar repayment, but the
committee must be able to demonstrate through a reasonable accounting
method that sufficient funds have been received from other sources
not prohibited by 11 CFR § 114 when the loan is repaid. Accordingly,
the fact that the State committee is likely to have received
corporate or union funds does not prohibit the repayment. Rather,
the State committee must be able to demonstrate through a reasonable
accounting method that it had received sufficient funds not prohibited
by the Act to make the loan repayment.

2 U.5.C. § 441b prohibits contributions from corporations
and labor organizations an defines contributions to include “any
direct or indirect payment... or any gift of money... to any
[Federal] candidate, [or] campaign committee...®™ Even though
the regulations state that a loan repayment is not a contribution,
it is incumbent on the borrower committee to show that the repay-
ment came from sources not prohibited by 11 CFR § 114; indirect
payments from corporations or labor unions are thus prohibited.
Therefore, we are recommending that the Commission find reason
to believe that the New Jersey Democratic State Committee violated
2 U.8.C. § 441lb in order to determine the source of the funds utilized
in the loan repayment. See 11 CFR § 100.7(a)(1l)(i)(D).

RECOMMENDATION

l. Find reason to believe that the New Jersey Democratic
State Committee violated 2 U.S.C. § 441b.
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33 40490210F9 AD

REFER IO INSTRAQEIONS 3V RE1's _.:..';;JE'.&EFJ‘RELJF-"YG
REPORTS ANALYSIS REFERRAL SHEET

DATE &f"[ﬂﬁvf,ﬁ ff%[‘?f?& ANALYST Mary Jo Mesner *?113’7?1

1, Jr.
TO: pffice of General Counsel TEAM cHIer __Peter kell, Jr
THROUGH: STAFF DIRECTOR 8L F"".. M. COMPLIANCE REVIEW Fr‘Eggy .5"“ A

FROM: ASSISTANT STAFF DIRECTOR FOR REPORTS ﬁHﬂYi E k

CANDIDATE/COMMITTEE: Williams Project '76 . S X
TREASURER: Bernard J, Mondf .
; ADDRESS: 300 Milik Street, Carteret, N} 07008 0! CURA: s e LaTing e

AFFILIATE(S): NA : =ik i awisn)

ALLEGATION(S): CITE: J‘LTTACSMEHT[S]
Possible prohibited funds in loan 2 U.S.C. 441b 1%
repayment made to committee e X
F erly itemize disbursement 2 U.S.

" DA ¥ /58 | _

MANNER IN WHICH REVIEW WAS INITIATED:

mNnmﬂRm

...................................................................................

mm:mmwmmmwmmmwwmmmm
reviewed, see Attachment 1.

PERIOD COVERED FROM 7/1/79 To 9/30/79
TOTAL RECEIPTS §___15,000 TOTAL EXPENDITURES $ 3,384
CASHON HAND § 101,325 DEBTS 30

HISTORY: ; '

REMTSGFMW: ; I‘H‘m
RFAL sent 4/2/80 on October 10 Nuarterly report g
Second notice sent 5/7/80 ‘
Additional notice sent 5/21/80 o
Inadequate response received 8/18/80 o B

COMMUNICATIONS WITH CANDIDATE/COMMITTEE:
Telecon 5/23/80

REASON(S) FOR REFERRAL.:
Amount of loan exceeds threshold for referral.

OTHER PENDING ACTIONS INITIATED BY RAD:
NA

OTHER RELEVANT INFORMATION: ATTACHMENT
A committee. with namg of New Ji <Dmmperatic State Committee
is registered vﬂ:h:hl ‘PEC, &his c ee falls to show the loan
repayment and has a different address from the committee menticned
in the RFAL.

PREVIOUS OGC/AUDIT REFERRALS FROM
This committee was referred to Audit on
T

L=

11 8, 1977. No audit has-been conducted.
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FEDERAL ELECTION COMMISSION

WASHINCTON, D.C. 20463

April 2, 1980

Bernard J. Mondi
Williams Project “76 (aka
Citizens For Williams

Committee)
300 Milik St.
Carteret, NJ 07008

Identification No: CO002B464
Reference: OCTOBER 10 QUARTERLY REPORT (7/1/79 - 9/30/79)

Dear Mr. Mondi:

This letter is prompted by the Commission’s preliminary review of
your Octcober 10 Quarterly Report. The review raised questions as to
specific contributions and/or expenditures, and the reporting of certain
information required by the Federal Election Campaign Act. An
itemization of these areas follows:

= Schedule A of your report (pertinemt porticm attached)
discloses a loan repaysent to your committes which might
contain prohibited funds. TYou are advised that contributioms
from corporations and labor organizations are prohibited by 2
U.5.C. &4lb, wunless made from separate segregated funds
established by the corporaticms and labor orgmmizations. If
this loan repayment does contain prohibited contributioms, the
Commission recommends that you refund the amount. (Any
refunds should appear om Line 2la of Schedule B on your next
report.)

1f you find that sources of the contributions are permissible,
please amend your original report with the clarifying
information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contributiomn, your
prompt refund of the comtribution to the domor will be taken
into consideration by the Commission.
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= You have mot shown all the necessary information for of

your axpenditures. TYou must still provide the addre for

V:¥V.0:A.Cs» E

= You have listed mm sxpenditure to V.V.B.A.Cs for ‘l-m- An
explanation must be given for all itemizable sxpenditures.

An ssendsent to your original report correcting the above problems
should be filed with the Secretary of the Senate, 119 D Strest, RE, Room
623, Washingtom, DC 20510, within fifteem (15) days of the date of this
letter. If you need assistance, please fesel free to contact ma om our
toll free number, (B00) 424-5530. My local number is (202) 523-4172.

Sincarely,

Reports Analyst
Reports Analysis Divisiom
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FEDERAL ELECTION COMMISSION

WASHINGTION DL ek
May 7, 1980

“Barnard J. Mondi, Treasurer

-Williams Project “76 (aka

i Citizens Por Williams
Committee)

300 Milik St.

Carteret, KJ 07008 ’

Identification Bo: CO0028464

Reference: 4SV2/80-74 October 10 Quarterly (7/1/7=9/30/79)

Dear Mr. Mondi: -

This letter is to inform you that =& of this date, the Commission
has not received your response to 0'a request for additiomal
information, dated April 2, 1960. That notice requested information
essential to full public disclosdre of your Federal election financial
sctivity and to ensure compli==<e with provisions of the Federal
Election Campaign Act (the Act). A copy of our original regquest is
anclosed.

1f you should have “~y questions related to this matter, please

contact Mary Jo Mesnsr on our toll-free number (B00)424=9%530 or our
local oumber (202)523=4172.

Sincerely,

Ll At

Thomas J. selhorst
Assistant Staff Director
Reports Analysis Division
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FEDERAL ELECTION COMMISSION
WASHINCTON, D C 20461

May 21, 1980

i Bernard J. Mondi, Treasurer
Williams Project '76

300 Milik Street

Carteret, NJ 07008

Identification No.: CO0028464
Reference: 4SV2/B0-0074 October 10 Quarterly (7/1/79-9/30/79)
Dear Mr. Mondi: .

A reviev of our May 7, 1980, letter to you indicated that we failed
to advise you when your response was expected. This is to advise you
that a response is expected within fifteen (15) days from the date of
this letter.

I1f no response is received within this time frame, the Commission
may choose to initiate audit or legal enforcement actioms.

1f you should have any questions relating to this matter, please
contact Mary Jo Mesner on our toll-free number, (800) 424-9530, or on
our local number (202) 523-4048.

Sincerely,

Pl Al

Thomas J. Haselhorst
Assistant Staff Director
Reports Analysis Division




TELECON

FROM: MWalt Ramsey, Administrative Assistant to Sen. Willfams, 224-9719
T0: Mary Jo Mesner

DATE: 5/23/80

coMITTEE:  Williams Project '76

7

o
o
o
o
o
<
[
[

%

3

Mr. Ramsey called in response to the RFAI and the second notice that had been

sent to the committee concerning its October 10 '79 report. He said that the
treasurer, Bernard Mondi, went on vacation just after receiving the second letter
and so he wanted to let us know that the committee was aware of what needed to be
done. He asked if the committee could be granted an extension. 1 safd I could not
do this and urged that a response be sent in as soon as possible.
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P. JOSEPH WALSHE v
TIMOTHY 31. C. SMITH

L August 14, 1980

Ms. Mary Jo Mesner

Reports Analyst

Reports Analysis Division
Federal Election Commission
Washington, D.C. 20463

Dear Ms. Mesner:

I have-just been provided with a copy of your April
2, 1980, letter to Bernard J. Mondi, a copy is enclosed for
your ready reference. I will try to analyse its contents
and be in a position to report to you on the responses of the
Williams Project '76 by early next week.

If this is unacceptable, please let me know. I
recognize the extent of the delay which has already occurred.
However, in light of the fact that I have just received
your communication, any accommodation you can make is
greatly appreciated.
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August 6, 1980 -
Mr. Gerald M. Feder
1527 18th Street MW
Washington, D.C. 20036
Dear Jerry,
Walt Ramsey asked me to send you this copy of a letter dated April 2, 1980
from the Federal Election Commission.
Regards.
Very truly yours,
“Bean
Bernard J. Hondi .
BJiT/sms 5




FEDERAL ELECTION COMMISSION

1425 K STREET NW.
WASHINGTON,.D.C. 2046]
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