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The above-described material was removed from this file
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~FEDERAL ELECTION COMMISSION
* WASHINGTON. D.C. 20*63

April 4, 1983

Carl A. Wattenberg, Jr., Esquire
Vice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63124

Re: MUR 1393

Dear Mr. Wattenberg:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

G~A rossj""1
Associate General Counsel
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FEDERAL ELECTION COMMISSION
"WASHINGTON. D.C. 20463

Carl A. Wattenberg, Jr., EsquireVice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63124

Re: MUR 1393

Dear Mr. Wattenberg:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

By: Kenneth A. GrossAssociate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

April 4, 1983

Richard S. Simmons, Esquire
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New Yorkw New York 10005

Re: MUR 1393

Dear Mr. Simmons:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: Kennet .G
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, 0.C. 20463

Richard S. Simmons, EsquireCravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: HUR 1393

Dear Mr. Simmcons:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. GrossAssociate General Counsel

7.
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

April 4, 1983

Roy Niedermayer, Esquire
Melrod, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

Re: MUR 1393

Dear Mr. Neidermayer:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: KnehA. GrosS /

Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Roy Niedermayer, EsquireMeirod, Redman and Gartlan
Sui te 1100
1801 K Street, N.W.
Washington, D.C. 20006

Re- MUR 1393

Dear Mr. Neidermayer:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the

attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

By: Kenneth A. GrossAssociate General Counsel
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FEDERAL ELECTION COMMISSION
* WASHINGTON. D.C. 20463

April 4, 1983

Robert S. Evans, Esquire
Evans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Re: 1.UR 1393

Dear Mr. Evans:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: en . Gro~s
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Robert S. Evans, EsquireEvans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Re: MUR 1393

Dear Mr. Evans:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

By- Kenneth A. GrossAssociate General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 4, 1983

William C. Oldaker, Esq.
1140 - 19th Street, N.W.
Washington, D.C. 20036

Re: MUR 1393

Dear Mr. Oldaker:

On March 31, 1983, the Comweission accepted the conciliation
agreement signed by you and a civil penalty in settlement of
violations of 2 U.S.C. SS 434(b) (2) and (3) and 441a(f),
provisions of the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this matter,
and it will become a part of the public record within 30 days.
However, 2 U.S.C. S 437g(a) (4) (B) prohibits any information
derived in connection with any conciliation attempt from becoming
public without the written consent of the respondent and the
Commission. Should you wish any such information to become part
of the public record, please advise us in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele

Enclosure
Conciliation agreement
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In the Matter of

Kennedy for President Committee
MUR 1393

CONCILIATION AGREEMT

This matter was initiated by the Federal Election CommlRsion

("the Commission") pursuant to information ascertained in the

normal course of its supervisory responsibilities. The

Commission has found probable cause to believe that respondent

violated 2 U.S.C. S 434(b) (2) and (3), by its failure to itemize

and report to the Commission two receipts, and 2 U.S.C.

S 441a(f), by its acceptance of contributions that exceeded

individual contributors' statutory limits.

NOW, THEREFORE, the Commission and respondent, having

entered into conciliation pursuant to 2 U.S.C. S 437g(a) (4) (A)

(i), do hereby agree as follows:

I. The Commission has jurisdiction over respondent and the

subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. Respondent registered with the Federal Election

Commission on October 29, 1979, as the principal campaign

committee of the Honorable Edward M. Kennedy, a candidate for
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the nomination of the Democratic Party to the office of President
of the United States. The Committee maintained its headquarters

in Washington, D.C.
2. Respondent received a contribution in the amount of

$400 from the political action committee of the Communication

Workers of America, and a loan in the amount of $1,500 from a
bank in Arizona. Respondent did not include those amounts in
reports submitted to the Commission before the audit was

concluded.

iii3. Respondent received contributions totaling $75,092 from

i' -i 192 individuals which exceeded the individual contributors'

? i statutory limits and which the Committee did not refund or
i reattribute until after completion of the audit process. The

.. Committee ultimately reattributed $46,772 to other persons. Such

(=3 reattributions took an average of eleven months. The Committee

.%- ultimately refunded $26,416. Such refunds took an average of

C" fourteen months.

V. 1. Sections 434(b) (2) and (3) of Title 2, United States

Code, require that reports filed with the Commission disclose the

amount of all receipts, and the identity of the contributor of

all contributions that exceed $200.
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2. Section 441a~f) of Title 2, United States

Code, prohibits the acceptance of contributions that exceed

contributors' statutory limits.

VI. 1. By its failure to fully report in a timely

manner two contributions that each exceeded $200, the Com-

mittee violated 2 U.S.C. SS 434(b)(2) and (3).

2. By its acceptance of, and failure to timely

reattribute or refund, contributions that exceeded contri-

butors' statutory limits, the Committee violated 2 U.S.C. S

441a(f).

VII. Respondent agrees that, in the future, it will

comply with the requirements of 2 U.S.C. SS 434(b)(2) and

(3) and 441a(f).

VIII. Respondent agrees to pay a civil penalty in the

amount of Four Thousand Dollars ($4,000) to the United States

Treasury, pursuant to 2 U.S.C. S 437g(a)(5)(A).

XI. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters

at issue herein, or on its own initiative, may review com-

pliance with this Agreement. If the Commission believes

that this Agreement or any requirement thereof has been

violated, it may institute a civil action for relief in the

United States District Court for the District of Columbia.

X. It is mutually agreed that this Agreement shall

become effective as of the date both parties have executed
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it and the Commission has approved the entire Agreement.
XI. It is agreed that respondent shall have no more

than thirty days from the date this Agreement becomes effec-

tive to comply with and implement its requirements and to so

notify the Commission.

3/f3

Date

Datj6 (

Charles N. Steele
General Counisel

Associate General Counsel

Ct. le or position)



.F EDERAL ELECTIONCOMMISSON• WASHINGTON. D.C. 20463

William C. Oldaker, Esq.
1140 - 19th Street, N.W.
Washington. D.C. 20036

Re: MUR 1393

Dear Mr. Oldaker:

On , 1983, the Commission accepted the conciliation
agreement signed by you and a civil penalty in settlement of
violations of 2 U.S.C. SS 434(b) (2) and (3) and 441a(f) ,
provisions of the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this matter,
and it will become a part of the public record within 30 days.
However, 2 U.S.C. S 437g(a) (4) (B) prohibits any information
derived in connection with any conciliation attempt from becoming
public without the written consent of the respondent and the
Commission. Should you wish any such information to become part
of the public record, please advise us in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele

General Counsel

By: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Kennedy for President Committee

MUR 1393

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on March 31,

1983, the Commnission decided by a vote of 6-0 to take the

following actions in MUR 1393:

1. Approve the signed
conciliation agreement
as submitted with the
General Counsel 's March 28,
1983 Memorandum to the
Commission.

2. Close the file.

Commissioners Aikens, Elliott, Harris, McDonald, McGarry

and Reiche voted affirmatively in this matter.

Attest :

Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary:Circulated on 48 hour tally basis: 3-28-83, 2:093-29-83, 11:00
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

Office of the Commission Secretary
Office of General CounseZ3

March 28, 1983

MUR 1393 - Memo tb COMM

The attached is submitted as an Agenda document

for the Commission Meeting of ________________

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

[1
[1!
[1
[1
[]
[1
[1]

[]

DISTRIBUTION
Compliance

Audit Matters

Litigation
Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)

[1

[1
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FEDERAL ELECTION COMMISSION £3 ! .A..p, e 2: Os,

March 28, 1983

Y--MOANDUM TO : The Commission

Charles N. Steele
General Counsel

By: Kenneth A. Gross ..Associate General Counse'/~%

The other outstanding respondent in the matter, Eve
Mandelberg, is an individual contributor found to have violated
2 U.S.C. S 441a, but who never has responded to any Commission
notification. On February 24, 1983, this Office engaged a
process serving firm to deliver a letter to Ms. Mandelberg urging
her to respond. That firm reports that the Post Office states
that Ms. Mandelberg has moved and left no forwarding address.
The Kennedy Committee never was able to reach her to make a
refund of her excessive contribution. This Office recommends
that the Cow~ission take no further action and close the file
with respect to Ms. Mandeeiberg.
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In the Matter of )
) MUR 1393

Kennedy for President Committee )-. .,

CONCILIATION AGREEMENT "

This matter was initiated by the Federal Election Commij~sion ;

4 |-

("the Commission") pursuant to information ascertained in the

normal course of its supervisory responsibilities. The

Commission has found probable cause to believe that respondent

violated 2 u.S.C. 5 434(b) (2) and (3), by its failure to itemize

and report to the Commission two receipts, and 2 U.S.C.

S 441a(f), by its acceptance of contributions that exceeded

individual contributors' statutory limits.

NOW, THEREFORE, the Commission and respondent, having

entered into conciliation pursuant to 2 U.S.C. S 437g (a) (4) (A)

(i), do hereby agree as follows:

I. The Commission has jurisdiction over respondent and the

subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. Respondent registered with the Federal Election

Commission on October 29, 1979, as the principal campaign

committee of the Honorable Edward M. Kennedy, a candidate for
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the nomination of the Democratic Party to the office of President
of the United States. The Committee maintained its headquarters

in Washington, D.C.

2. Respondent received a contribution in the amount of

$400 from the political action committee of the Communication

Workers of America, and a loan in the amount of $1,500 from a

bank in Arizona. Respondent did not include those amounts in

reports submitted to the Commission before the audit was

concluded.

3. Respondent received contributions totaling $75,092 from

192 individuals which exceeded the individual contributors'

statutory limits and which the Committee did not refund or

reattribute until after completion of the audit process. The

Committee ultimately reattributed $46,772 to other persons. Such

reattributions took an average of eleven months. The Committee

ultimately refunded $26,416. Such refunds took an average of

fourteen months.

V. 1. Sections 434(b) (2) and (3) of Title 2, United States

Code, require that reports filed with the Commission disclose the

amount of all receipts, and the identity of the contributor of

all contributions that exceed $200.



2. Section 441a(f) of Title 2, United States

Code, prohibits the acceptance of contributions that exceed

contributors' statutory limits.

VI. 1. By its failure to fully report in a timely

manner two contributions that each exceeded $200, the Com-

mittee violated 2 U.S.C. SS 434(b)(2) and (3).

2. By its acceptance of, and failure to timely

reattribute or refund, contributions that exceeded contri-

butors' statutory limits, the Committee violated 2 U.S.C. S

441a(f).

VII. Respondent agrees that, in the future, it will

comply with the requirements of 2 U.S.C. SS 434(b)(2) and

(3) and 441a(f).

VIII. Respondent agrees to pay a civil penalty in the

amount of Four Thousand Dollars ($4,000) to the United States

Treasury, pursuant to 2 U.S.C. S 437g(a)(5)CA).

XI. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)C1) concerning the matters

at issue herein, or on its own initiative, may review com-

pliance with this Agreement. If the Commission believes

that this Agreement or any requirement thereof has been

violated, it may institute a civil action for relief in the

United States District Court for the District of Columbia.

X. It is mutually agreed that this Agreement shall

become effective as of the date both parties have executed
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It and the Commission has approved the entire Agreement.

XI. It is agreed that respondent shall have no more

than thirty days from the date this Agreement becomes effec-

tive to comply with and implement its requirements and to so

notify the Commission.

Charles N. Steele
General Counsel

By.*
Kenneth A. Gross
Associate General Counsel

Ct" le or position)

Date



z
C

LtJ

L~J

~. I~

! 119
Dr~~
Lfl~

0
0

U,
'U
r
mu

0
0

0
0
0
ru
LU
Lfl

I R4~

0

F

6

r
0
0
I*1
0

0
0
rt

0

C.)
0

I-.
CA
CA
I~.
0

m -I



• 0

f *FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

William C. Oldaker, Esq.
1140 - 19th Street, N.W.
Washington, D.C. 20036

Re: NUR 1393

Dear Mr. Oldaker:

On , 1983, the Commission accepted the conciliation
j agreement signed by you and a civil penalty in settlement of

violations of 2 U.S.C. SS 434(b) (2) and (3) and 441a(f),
"" provisions of the Federal Election Campaign Act of 1971, as

amended. Accordingly, the file has been closed in this matter,
0and it will become a part of the public record within 30 days.
e However, 2 U.S.C. S 437g(a) (4) (B) prohibits any information

derived in connection with any conciliation attempt from becoming
-- public without the written consent of the respondent and the

Commission. Should you wish any such information to become part
~of the public record, please advise us in writing.

C Enclosed you will find a fully executed copy of the final

v conciliation agreement for your files.

~Sincerely,

~Charles N. Steele

cO General Counsel

By: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation agreement

(p
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Richard S. Simmons, EsquireCravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: MUR 1393

Dear Mr. Simmons:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

By: Kenneth A. GrossAssociate General Counsel

'7
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Carl A. Wattenberg, Jr., EsquireVice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63124

Re: MUR 1393

Dear Mr. Wattenberg:

This is to advise you that the entire file in this matterhas now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. GrossAssociate General Counsel

'~*C~kiv~.a44 g
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FEDERAL ELECTION COMMISSION
"WASHINGTON, 0.C. 20463

Robert S. Evans, EsquireEvans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Re: MUR 1393

Dear Mr. Evans:

This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days.

Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

By: Kenneth A. GrossAssociate General Counsel

m



IFEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Roy Niedermayer, Esquire
Melted, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

Re: MUR 1393

Dear Mr. Neidermayer:

.. This is to advise you that the entire file in this matter
~has now been closed and will become part of the public record

o within 30 days.

OD Should you have any questions, contact Nancy B. Nathan, the
attorney assigned to this matter, at (202) 523-4073.

. Sincerely,

o Charles N. Steele
General Counsel

cO By: Kenneth A. Gross
Associate General Counsel
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8RT EALSRIE COMPANY,' INC. '

K. IWm N.E. * WASmo,. D.C. 5000a

Federal Election Commission1325 K. Street, N.W.
Washirgton, D.C. 20A163

,'tTTN: Nancy 3. Nathan
0O Attorney

1
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p.o. k m INvoICwI.0sm. S.C. 304l3

ACCURIATE LEGAL SERVICESI COMPANY. INC. IN H I
Wmidumgssm D.C. 3002 (2 2) 547-5710

,p...edera1 ElecUn Commission Atit.: Nancy 3. Nathan
1325 K. Street, N.W._ Attorney
Washington, D.C. 201463 MIS:

:EtNO.

March 16, 1983

Letter and attachments for-

_________ EVEMNDELBER NoSERVICE ___ ___

Moved one year ag... ____$25.00

(Unable to locate a torwarding address)

TOTAL... ____$25.0

965

II 

Ill

_



eDERAL ELECTION COMMISSIONWASHINGTON, D.C. 20463

February 24, 1983

Accurate Legal Services
Attention: Linda Judy
306 H Street, N.E.
Washington, D.C. 20002

Re: MUR 1393

Dear Ms. Judy:

Enclosed are the letter and attachment to be personally
served on the addressee at her home address, 60 East Seventeenth
Street, Brooklyn, New York.

Thank you for your assistance.

Sincerely,

Nancy B. Nathan
Attorney



0

FEDERAL ELECTION COMMISSION
\ ,\SHI\GTO\, D C -'i~

MEMORANDUM TO:

FROM:•

DATE :

SUBJECT:

CHARLES STEELE, GENERAL COUNSEL
MARJORIE W. EMMONS/JODY C. RANSOM 9~zf

JANUARY 24, 1983

OBJECTION - MUR 1393 Memorandum to the
Commission dated January 21, 1983

The above-named document was circulated to the

Commission on Friday, January 21, 1983 at 4:00.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commiss ioner

Commissioner

Conmi Sssioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Harris

McDonald

McGarry

Reiche X (comments attached)

This matter will be placed on the Executive Session

agenda for Tuesday, February 1, 1983.
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January 21, 1983

MEMO~AnIDUM TO: Marjorie W. Enmmons

FROM: Phyllis A. Kayson

SUBJECT: M4UR 1393

Please have the attached Memo to the Commission

distributed to the Commission on a 48 hour tally bahis

as a sensitive matter. Thank you.

Attachment

CC: i~athan



~.

, .! , . i, ! ,i iii

,' i ,



CRAVATH, SWAINE 3, MOOREgNVj l:i

RALPHN L. M"CAFEEl
HNRNY SI NSaOSIlAN
ALLE N P. NAULS EiY
STEWARD N. mOI. JR.
HNRY P RIOOAN
,JOHN ft. HUPPERI
SAMUEl[ C. BUTLERN
WII.LIAM J. SCHNRl. JRN.
SENJAIN Pt. CRNE~
,JOHN P. HUNT

ORNE J. GI.LLIE.IO =
RICHARD S. SlIONSI
WAYNE £. CHAPMAN
THOMIAS U. SARAW
NLlVIN L. sasmNlcs
GERONE T. LOWY
ROSESr ROMENNAN
JA~MES N. GUPP'Y
AL.AN J. NUUNA
JOHNN E+ YtOUNO
,JAMIES Ne EWARDS
DAVID O. ORNSSYT
DAVID L,, CHNWAR'TZ
RICHARD J. HlIEGEL

CNISIN SESHAIrUO

DAVID BOolS
DAVID 0, BROWUWOOD
PA UL. D ODYRM
RICHARD N. ALLEIN
THOMIAS R. SUNONE
ROIERT U. JOPPE
ROBERT P. MULLEN
ALLEN PrINLS~ilON
RONAL . R OilP
JOSEPHN R. SAHIDll
PAUL C. SAUNODERS
HIARTIN i,. SNEEL
DOUGLAS Ul. SR@OWATER
ALAMN C. STEPHE$1NSON
RICHNARD L.. H4PIAN
JOEPHl A. NULIINSI
NNR. SNULMANII
WILLIAM P. DICRELY
STUART W. GL
JOHN W. WHIrT
JIOHN E. mEERSlOWER
EVAN S. CHESLE
PlATNICIA SOSHEGA[N
0. COLLIER NIRNNAN
MICH, ALb iL. SCH, LE

ONE CHASE£ MANHATITAN PLAZA

NEW YORK, N. Y. 10005

COUNSELIMAURICE T. NOOSE1
PRNCI| P. RANOLPH, JR.

TELEPNONI
ama 4aa-s@@0

RCA aaaHs
WUe 111S47
WUs lOtTO

CABLE ADDRESSES
CR.AVATH N, Y

CRAVATH., LONDON c. c. a

S MolONEY LANE. CNIAPIDEI
L.ONDON EC..V 5i5?. ENLIAND

TELEPHIIONE 140.1"411
TELER lr,514001IM)

RAIPArNu/INPrOlTEC
o40lASS4

Re: MUR 1393

October 26, 1982
c-.,

cf

Dear Mr. Steele:

Thank you for your letter of October 21, 1982.

This is to confirm that I do not wish to submit any addi-

tional factual or legal materials.

Sincerely you,

Charles N. Steele, Esq.,
General Counsel,

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



Ro S. Szoons
/',SWAINE: & MOORE

)NE 'OPASEI MANHATTAN PLAZA

NEw YORnK. N. Y. 10005

-~ _ _
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FEDERAL ELECTION COMMISSION4In~I WASHINGTO .0 C 20463

~'4T~ o~October 21, 1982

Roy Niedermayer
Meirod, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

Dear Mr. Niedermayer:

This is to advise you that, following an investigation,
the Commission concluded on October 19, 1982, that there

is no probable cause to believe that D.C. National Bank

violated 2 U.S.C. S 441b(a).

The file in this matter will be closed following the
Commission's action with respect to all other respondents
involved. At that time, the matter will become part of the

public record within thirty days. Should you wish to submit

any additional factual or legal materials to appear on the

public record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at

(202) 523-4073.

Sincerely,

Charles N. SteeGeneral Counsel



' ]!l FEDERAL ELECTION COMMISSION
ASHINGTON.D.C 20463

Richard S. Simmons
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: ?4UR 1393

Dear Mr. Simmons:

This is to advise you that, following an investigation,
"- the Commission concluded on October 19, 1982, that there
, is no probable cause to believe that Chemical Bank violated

2 U.S.C. S 441b(a).
0D

The file in this matter will be closed following the
o Commission's action with respect to all other respondents

- involved. At that time, the matter will become part of the
--- public record within thirty days. Should you wish to submit
- any additional factual or legal materials to appear on the

public record, please do so within ten days.
0

If you have any questions, contact Nancy B. Nathan at
" (202) 523-4075.

t'3 Sincerely,

General Counsel



FEDERAL ELECTION COMMISSION !

WASHINGTON, D C. 20463

o' October 21, 1982

Carl A. Wattenberg, Jr.
Vice President
Mark Twain Bank
8820 Ladue Road i
St. Louis, Missouri 63124

Re: MUR 1393 i

Dear Mr. Wattenberg:

-) This is to advise you that, following an investigation,
the Commission concluded on October 19, 1982, that there

~is no probable cause to believe that Mark Twain Bank

o violated 2 U.S.C. S 441b(a).

o The file in this matter will be closed following the !

Commission's action with respect to all other respondents
-- involved. At that time, the matter will become part of the
~public record within thirty days. Should you wish to submiti
~~any additional factual or legal materials to appear on the !

o public record, please do so within ten days.

~If you have any questions, contact Nancy B. Nathan at
c (202) 523-4073.

~S incer el-,

Charles N. S eele
General Counsel



~''\ FEEAL ELECTION COMMISSIONW~I&~) WASHINGTON. DC. 20463

Otober 21, 1982

Robert S. Evans
Evans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Dear Mr. Evans:

On March 11, 1982, the Commission found reason to believe
that you had violated 2 U.S.C. S 441a by making contributions to
the 1980 Kennedy for President Committee in excess of the
limitations imposed by that statute. Following an investigation,
the Commission decided on October 19, 1982, to take no further
action in the matter.

The file in this matter will be closed following the
Commission's action with respect to all other respondents
involved. At that time, the matter will become part of the
public record within thirty days. Should you wish to submit any
additional factual or legal materials to appear on the Public
record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at (202)
523-4073.

Sincere ly7 -

/,

Charles N. Steele
General Counsel



. FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Robert S. Evans
Evans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Dear Mr. Evans:

On March 11, 1982, the Commission found reason to believe
that you had violated 2 U.S.C. S 441a by making contributions to
the 1980 Kennedy for President Committee in excess of the
limitations imposed by that statute. Following an investigation,
the Commission decided on October 19, 1982, to take no further
action in the matter.

The file in this matter will be closed following the
Commission's action with respect to all other respondents
involved. At that time, the matter will become part of the
public record within thirty days. Should you wish to submit any
additional factual or legal materials to appear on the public
record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at (202)
523-4073.

Sincerely,

Charles N. Steele
General Counsel



I FEDERAL ELECTION COMMISSION
t~l' .. WSHINGTON, D C. 20463

Carl A. Wattenberg, Jr.
Vice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63124

Re: MUR 1393

Dear Mr. Wattenberg:

This is to advise you that, following an investigation,
the Commission concluded on , 1982, that there

" is no probable cause to believe that Mark Twain Bank
CD violated 2 U.S.C. S 441b(a).

~The file in this matter will be closed following the
Commission's action with respect to all other respondents

-- involved. At that time, the matter will become part of the
_. public record within thirty days. Should you wish to submit
~any additional factual or legal materials to appear on the
(D public record, please do so within ten days.

F If you have any questions, contact Nancy B. Nathan at
(202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel



' rrI FEAl. ELECTION COMMISSION
WASHINGTON, D. 20463

Richard S. Simmons
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: MUR 1393

Dear Mr. Simmons:

i-. This is to advise you that, following an investigation,
the Commission concluded on , 1982, that there

-" is no probable cause to believe that Chemical Bank violated

2 U.S.C. S 441b(a).

O The file in this matter will be closed following the
Commission's action with respect to all other respondents

-- involved. At that time, the matter will become part of the
public record within thirty days. Should you wish to submit

-" any additional factual or legal materials to appear on the
o3 public record, please do so within ten days..

~If you have any questions, contact Nancy B. Nathan at

(202) 523-4075.

Sincerely,

Charles N. Steele
General Counsel

,2/1
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\ FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Roy Niedermayer
Meirod, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

"P Dear Mr. Niedermayer:

This is to advise you that, following an investigation,
~the Commission concluded on , 1982, that there

is no probable cause to believe that D.C. National Bank
-- violated 2 U.S.C. S 441b(a).

~The file in this matter will be closed following the
Commission's action with respect to all other respondents

~involved. At that time, the matter will become part of the
-- public record within thirty days. Should you wish to submit

any additional factual or legal materials to appear on the
- public record, please do so within ten days.

cD If you have any questions, contact Nancy B. Nathan at

-/ (202) 523-4073.

~Sincerely,

Charles N. Steele
General Counsel



BERORE T[ E FEIERAL ELtCTIWN O0t4MISSIOW

In the Matter of ))
Kennedy for President Qxrmttee, ) 19
C2&aical Bank, Mark Twain Bank, ) MR19
D. C. National. Bank, Eve Mandelberg, )
I ert S. Evans )

CERT'IFICATION

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

Election Ccmission Executive Session on Octobe 19, 1982, do

hereby certify that the Carmssion decided by a vote of 5-0 to

take the following actions in the above-captioned matter:

1. Find probable cause to believe the Kennedy
for President Catinttee violated 2 U.S.SC.
SS434 (b) (2) and (3) and 441a(f).

2. Find no probable cause to believe the Kennedy
for President Ccommittee violated 2 U.S.C.
SS434(b) (1), 432(c) (1), and 441b(a).

3. Find no probable cause to believe Chemical
Bank violated 2 U.S.C. S441b(a).

4. Find no probable cause to believe Mark Twain
Bank violated 2 U.S.C. S441b(a).

5. Find no probable cause to believe D.C.
National Bank violated 2 U.S.C. S441b(a).

6. Find probable cause to believe Eve Mandelberg
violated 2 U.S.C. S441a(a) (1) (A).

7. Take no further action against Robert S. Evans.



Certification for MUR 1393 Page 2
October 19, 1982

8. Approve and send the conciliation agreeients
and letters attached to the General Counsel' s
October 8, 1982 report.

Cczmissioners Aikens, Elliott, Harris, McGarr, and Ieiche

voted affirmatively for the decision. Ccommissioner McDonald was

not present at the tine of the vote.

Attest:

Date
i 7 Marjorie W. Dmons

Secretary of the Qsrmission
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In tne Matter Ot ))
Kennedy for President Committee, )
Chemical Bank, Mark Twain Bank, )
D.C. National Bank, Eve Mandelberg,)
Robert S. Evans )

MUR 1393

GENERAL COUNSEL'* S REPORT EXECUTIVE SESSION
1"r 'T 4 fl 4IlO'

I.* BACKGROUND VIi 1, I U

This matter was referred to the Office of General Counsel by

the Audit Division based upon information obtained during an

audit of the Kennedy for President Committee ("the Committee").

On March 11, 1982, the Commission found reason to believe that

the Committee had violated 2 U.S.C. 55 434(b) (1) and (2),

432(c) (1), 441b(a) and 441a(f), provisions of the Federal

Election Campaign Act of 1971, as amended ("the Act").

Additionally, on the same date the Commission found reason to

believe that Chemical Bank, Mark Twain Bank, and D.C. National

Bank had violated 2 U.S.C. S 441b(a), and that Robert S. Evans

and Eve Mandelberg had violated 2 U.S.C. S 441a (a) (1) (A) .

Following an investigation, on July 9, 1982, the General

Counsel issued briefs containing recommendations that the

Commission find probable cause to believe that the Committee had

violated 2 U.S.C. SS 434(b) (1) and (3), and 441a(f), and that Eve

Mandelberg had violated 2 U.S.C. S 441a(a) (1) (A). The General

Counsel recommended finding no probable cause to believe that

SENSITIVE

++++,.,+, ¢+++

+
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the Committee, Chemical Bank, Mark Twain Bank, or D.C. National

Bank had violated 2 U.S.C. S 44lb(a).

On August 3, 1982, the Committee submitted a response to the

General Counsel's brief recommending the probable cause findings.

No response was submitted by Eve Mandelberg.

II. LUGAL ANALYSIS

A. Receipts unreported and unitemized by the Kennedy for
President Committee.

The Committee contends that the Commission should not find

probable cause to believe that the Act's reporting requirements

were violated by its failure to itemize and report two

contributions or receipts. */ The Committee urges application of

the provisions of the Act and Regulations (11 C.F.R. 55 1.1 et.

seq.) that recognize that a demonstration of "best efforts" may

result in a finding that the reporting requirements have been

met. 2 U.S.C. S 432(i); 11 C.F.R. S 104.7(a).

The regulatory section on "best efforts" in reporting

provides that, where such efforts have been "used to obtain,

maintain and submit the information required" (emphasis added),

the report will be considered to be in compliance with the law.

11 C.F.R. S 104.7(a). The two unreported and unitemized

*/ The two unreported and unitemized contributions or receipts
were from the political action committee of the Communication
Workers of America ($400), and a loan obtained from an Arizona
bank ($1,500). These receipts were not even included in amended
reports filed by the Committee after the Commission's reason to
believe finding. It was only after the General Counsel's brief
was sent that the Committee filed amendments listing these
amounts.
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contributions which form the basis for the recommendation as to
violation of 2 U.S.C. S 434 were known to the Committee for many

months before they finally were reported on August 2, 1982.

While the Committee argues that it should be deemed to have

substantially complied with reporting requirements, its contention

is based on the percentage of its total receipts that the amounts

in question represent. The regulatory provision on "best

efforts" is concerned not with such numerical percentages, but

with satisfaction of the requirement by affirmative efforts

directed toward compliance. In this matter, the Committee

practiced forbearance as to the two unreported amounts. Such

refraining from reporting does not amount to use of best efforts

to submit the information required to be reported by 2 U.S.C.

SS 434(b) (2) and (3).

Additionally, the Committee contends that the Commission has

a burden to establish that the two receipts in question were, in

fact, unreported and unitemized. Repeated checks by Commission

auditors have substantiated the allegation that neither receipt

was reported before August 2, 1982, when the Committee's most

recent amendment was filed. Despite the Committee's suggestion

that its Arizona state committee's reports might have included

the bank loan in question, the loan amount would have to have

been itemized in order to comply with the law. Commission

records reveal that no such itemization was made.
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As to the bulk of the amounts unreported by the Committee,

the General Counsel reaffirms its recommendation that the

Commission find no probable cause to believe that the Kennedy for

President Committee violated 2 U.S.C. 5$ 434(b) (1) and 432(c) (1)o

B. Acceptance of Excessive Contributions by Kennedy for
President Committee

The Committee contends that the Commission should not find

probable cause to believe that its failure to timely refund or

reattribute $75,092 in contributions that exceeded individuals'

contribution limits violated 2 U.S.C. S 441a(f). Acceptance of

$46,772 of those contributions, the Committee contends, does not

amount to a violation of the statute, since they eventually were

reattributed. As to the remaining $26,446 of excessive

contributions that were not reattributed, the Committee argues

that the percentage of total reciepts that those excessive

amounts represent is so small as to merit a finding that the

Committee has substantially complied with the Act.

The Committee argues that the General Counsel incorrectly

relies upon Federal Election Commission v. California Medical

Association, 502 F.Supp. 196 (N.D. Cal. 1980) ("CMA"), for the

proposition that 2 U.S.C. S 441a(f)'s requirement of knowing

acceptance of excessive contributions is met when a committee

accepts impermissible contributions, whether or not it is aware

of their impermissibility at time of acceptance. The Committee's

position is that it had to have been aware that the contributions

were excessive when they were accepted, under the ruling in CHA.



-5-

In fact, in that case the violator (CALPAC) merely knew that CM4A

was paying its operating "expenses, which CALPAC intentionally

accepted. The court stressed that the question whether the

payments would be considered impermissible because they exceeded

legal limits was not resolved until later, when settled by court

ruling. Id_. at 203.

As the Committee' s response notes, the Cb)mmission has

provided a route by which committees may avoid violation of 2

U.S.C. § 441a(f) and still accept contributions that later prove

.. imperrmissible. If a committee has a good enough system to

~identify contributions that appear to be illegal before deposit,

,-9 it may deposit such funds, provided their receipt is noted in the

committee's report and they are refunded or reattributed within a

reasonable time. 11 C.F.R. S 103.3(b) (2).

C

. o • it cannot argue that its

actions were reasonable. The preliminary list of excessive

contributions was provided to the Committee at the audit exit

Conference on February 5, 1981. The last excessive contributioni"

: had been received on october 9, 1980. Contributions eventually

..- " reattributed were held for an average of eleven months; those

eventually refunded or given to charity were held for an average

of fourteen months.
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The Committee asserts incorrectly that under the

Commission's reading of CHA (i.e., that there is a knowing

acceptance in a committee's receipt, deposit and reporting of

excessive contributions), every acceptance of an impermissible

contribution would result in a violation of 2 U.s.c. S 441a(f).

That ignores the exception provided by 11 C.F.R. S 103.3(b) (2).

Moreover, respondent's argument suggests that a Committee should

escape liability because its recordkeeping system was inadequate

to detect excessive contributions. The standard of "knowing

acceptance" should not be construed to permit a committee that

receives, deposits, and reports individuals' contributions

totaling more than $1,000 to avoid violation of the Act.

The Committee urges that it sought and obtained

reattributions for $46,772 in excessive contributions "as soon as

the matter was brought to its attention." The statute would be

made meaningless by measuring the time a committee has to correct

excessive receipts from the point at which Commission auditors

notified a committee of their past acceptance of impermissible

contributions. The regulatory exception of 11 C.F.R. S 103.3(b)

(2) is intended to benefit committees acting vigilantly and on

their own; in the instant matter, the effort to determine the

permissibility of questionable contributions was not undertaken

by the Committee sua sponte, but only as a result of the audit

process.
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The Committee also argues that it is "anomalous" that the

General Counsel terms illegal the contributions for which

reattributions eventually were obtained. It propounds the theory

that, because a reattribution reveals for the first time a

contributor's name, the contribution dates from the time of the

reattribution. For that reason, the Committee argues, the

contributions are not "illegal" because, once reattributed, they

may be retained by the Committee. The General Counsel's probable

cause recommendation is based upon acceptance of excessive

contributions that were not reattributed within a reasonable

time. The Committee received, deposited and reported

individuals' contributions that, in the aggregate, exceeded

$1,000. Only after Commission notification did the Committee

seek to reattribute the excessive amounts by obtaining os hoc

documentation from the individuals involved. See 11 C.F.R.

SS 100.7(c), 104.8(c), (d), 9034.2(c) (1).

Finally, the Committee's contention that it "substantially

complied" with the Act because the amounts in question represent

a small percentage of its total receipts is without statutory or

regulatory basis, as noted in the General Counsel's brief. The

regulatory provisions cited are inapplicable to treatment of

excessive contributions; 11 C.F.R. SS 102.9(d) applies to

recordkeeping, and 104.7(a) applies to the treasurer's efforts to

"obtain, maintain and submit (to the Commission)" information
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required for compliance with the Act.

C. Improper Pledges of Bank Loan Collateral

The General Counsel reaffirms its recommendation that the

Commission find no probable cause to believe that Chemical Bank,

Mark Twain Bank, and D.C. National Bank violated 2 U.S.C. S

441b(a) by making contributions to the Kennedy for President

Committee in the form of loans made under terms that did not meet

the requirements of 2 U.S.C. S 431(8)(b)(vii)(II). Therefore,

the General Counsel also reaffirms its recommendation that the

Commission find no probable cause to believe that the Committee

violated 2 U.S.C. S 441b(a) by accepting such loans.

D. Individual's Excessive Contributions to the Kennedy for
President Committee

The General Counsel reaffirms its recommendation that the

Commission find probable cause to believe that Eve Mandelberg

violated 2 U.S.C. S 441a(a) (1) (A), by making an excessive

contribution to the Kennedy for President Committee.

As to respondent Robert S. Evans, the auditors noted

contributions totaling $3,054, or $2,054 in excess of the

statutory limitation. In response to the reason to believe

notification, respondent submitted an accounting of his in-kind

and joint contributions made with his spouse.

The Committee had reported contributions from Mr. Evans as

follows:

$1,904 in-kind contribution (not reported in whole or in
part as exempt expenses for party in home)

500 (later attributed to respondent's spouse)
1,150 other contributions by respondent

$3,554 total
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Respondent lists the contributions as follows:

$1,654 in-kind exempt party expenses by respondent and
spouse

500 spouse's successfully attributed contribution
1,400 contributions by respondent

3,55 total

($250 listed by the Committee as in-kind was respondent's
contribution at the party given in his home.)

The Committee's mistaken inclusion of the exempt party

expenses of $1,654 (each spouse is permitted a $1,000 exemption

by 11 C.F.R. S 100.7(b) (6)) partially accounts for the auditors'

notation of an excessive contribution of $2,054 by respondent.

What remains, following subtraction of the exempt party expenses,

is a $1,400 total contribution by Mr. Evans.

While the Committee's reports showed a $500 reattributed

contribution by Mrs. Evans, the Committee did not later

reattribute any more contributions to her. A May, 1981 letter

from the Committee to Mr. Evans, noting the excessives and asking

how much he wished to reattribute to his spouse, was returned by

Mr. Evans without an amount filled in. Instead, he indicated

with a check-mark that he wished the excessive amount to be

reattributed. The Committee then failed to make any

reattribution.

Contributions by a married individual shall not be

attributed to the individual's spouse, unless otherwise specified

by the individual or spouse, under 11 C.F.R. S 100.7(c). In

order to effect an attribution, the written instrument, or an

accompanying statement signed by both contributors, must indicate
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the amounts attributable to each individual. 11 C.F.R. S 104.8

(d). Further, 11 C.F.R. S 9034.2(c) (1) requires checks drawn on

joint accounts to be signed by both individuals to whom parts of

the contribution are to be attributed.

While Mrs. Evans' signature did appear on the first

attribution letter which the Committee asked Mr. and Mrs. Evans

to complete, dated September 29, 1980, the second attribution

letter (May, 1981), as noted supra, was returned without her

signature. However, a sheet accompanying that second attribution

request, entitled "verification of contribution", although

completed by Mr. Evans, lists "Robert S. and Joyce Evans" as the

names of the contributors. i

The Commission's reason to believe finding to this matter

was based on a total contribution of $3,054, exceeding Mr. Evans'

contribution limits by $2,054. The evidence provided by Mr.

Evans demonstrates that $1,654 of that total was exempt party

expenses incorrectly reported by the Committee. The remaining

$400 represents the total excessive contribution by Mr. Evans.

In view of the evidence that Mr. Evans and Mrs. Evans intended

the contribution to be attributed to Mrs. Evans, and in view of

the fact that the excessive contribution totals $400, it is

recommended that no further action be taken against Mr. Evans.

III. Conciliation and Civil Penalty

All unreported amounts now have been reported, and excessive

contributions reattributed, refunded, or donated to charity by
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the Committee. The General Counsel recommends seeking a civil

penalty of $7,759, or ten percent of the amount of excessive

contributions accepted, together with a $250 penalty for the

reporting violation. (See Attachment 1)

The General Counsel recommends seeking a civil penalty from

Eve lMandelberg in the amount of $850, or fifty percent of the

excessive portion of her contribution to the Committee. (See

Attachment 2).

IV. RECOMMENDATIONS

The General Counsel recommends that the Commission:

1. Find probable cause to believe the Kennedy for President

Comm ittee

2. Find

Comm i ttee

3. Find

2 U.S.C.

4. Find

2 U.S.C.

5. Find

violated

violated 2 U.S.C.

Sno probable cause

violated 2 U.S.C.

Sno probable cause

S 441b(a).

I no probable cause

S 441b(a).

I no probable cause

2 U.S.C. S 441b(a).

55

to

55

to

434(b) (2) and (3) and 441a(f).

believe the Kennedy for President

434(b) (1), 432(c) (1), and 441b(a).

believe Chemical Bank violated

to believe Mark Twain Bank violated

to believe D.C. National Bank

6. Find probable cause to believe Eve Mandelberg violated 2

U.S.C. S 441a(a) (1) (A).
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Robert S. EvansEvans, Sklarz and Early
261 Bradley Street
P.O. Box 2062
New Haven, Connecticut 06521

Dear Mr. Evans:

On March 11, 1982, the Commission found reason tobelieve that you had violated 2 U.S.C. S 441a by making
contributions to the 1980 Kennedy for President Committee in
excess of the limitations imposed by that statute. Following
an investigation, the Commission decided on , 1982,
to take no further action in the matter.

The file in this matter will be closed following the
Commission's action with respect to all other respondents
involved. At that time, the matter will become part of the
public record within thirty days. Should you wish to submit
any additional factual or legal materials to appear on the
public record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at
(202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. GrossAssociate General Counsel



FEDERAL ELECTION COMMISSION
WSHINCTON. D.C. 20463

Roy Niedermayer
Meirod, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

Dear Mr. Niedermayer:

This is to advise you that, following an investigation,
~the Commission concluded on , 1982, that there

is no probable cause to believe that D.C. National Bank
violated 2 U.S.C. S 441b(a).

The file in this matter will be closed following the
,D Commission's action with respect to all other respondents

involved. At that time, the matter will become part of the
"- public record within thirty days. Should you wish to submit
-- any additional factual or legal materials to appear on the

public record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at
~(202) 523-4073.

~Sincerely,

Charles N. Steele
General Counsel



. . . FEERALELECTION COMMISSION
WASHINGTON, D.C. 20463

Richard S. Simmons
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: MUR 1393

Dear Mr. Simmons:

" This is to advise you that, following an investigation,
the Commission concluded on , 1982, that there

" is no probable cause to believe that Chemical Bank violated
C 2 U.S.C. S 441b(a).

~The file in this matter will be closed following the
Commission's action with respect to all other respondents

-" involved. At that time, the matter will become part of the
- public record within thirty days. Should you wish to submit

any additional factual or legal materials to appear on the
o3 public record, please do so within ten days..

' If you have any questions, contact Nancy B. Nathan at
~(202) 523-4075.

, 9 Sincerely,

Charles N. Steele
General Counsel

4~~biCLx~At 7



9

FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Carl A. Wattenberg, Jr.Vice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63124

Re: MUR 1393

Dear Mr. Wattenberg:
This is to advise you that, following an investigation,

the Commission concluded on , 1982, that there
is no probable cause to believe that Mark Twain Bank
violated 2 U.S.C. S 441b(a).

The file in this matter will be closed following the
Commission's action with respect to all other respondents
involved. At that time, the matter willbecome part of the
public record within thirty days. Should you wish to submit
any additional factual or legal materials to appear on the
public record, please do so within ten days.

If you have any questions, contact Nancy B. Nathan at
(202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

O
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DSP: jsk
Enclosure

cc: Kenneth A. Gross, Esq.
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)
IN THE MATTER OF )
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KENNEDY FOR PRESIDENT )

COMMITTEE )
)

MUR 1393

REPLY OF KENNEDY FOR PRESIDENT COMMITTEE TO
GENERAL COUNSEL'S BRIEF REGARDING

UNREPORTED RECEIPTS AND EXCESSIVE CONTRIBUTIONS

The General Counsel's Brief dated July 9, 1982,

identifies two areas where the General Counsel is prepared

to recommend that the Commission find probable cause to

believe that the Kennedy for President Committee (the "Com-

mittee") violated the Federal Election Campaign Act (the

"Act"), 2 U.S.C. SS 431 et se. as amended. G.C. Brief, p.

10. The General Counsel recommends that the Commission find

probable cause to believe that the Committee violated 2

U.S.C. SS 434(b)(1) and (3) for failure to itemize and report

to receipts totaling $1,900. In addition, the General Counsel

has recommended that a finding of probable cause be made

that the Committee violated 2 U.S.C. S 441a(f) by allegedly

failing to timely refund or reattribute contributions that

exceeded individuals contribution limits. G.C. Brief, p.

17.



I. UNREPORTED RECEIPTS

The General Counsel's Brief identifies two receipts

which the Committee ostensibly failed to itemize and report:

1) a loan check from an Arizona bank of $1,500,

and

2) a contribution from the Communication Workers
of America PAC in the amount of $400.

Since receiving the General Counsel's Brief, the

Committee has checked with the Arizona bank and determined

that the bank did in fact loan the $1,500 to the local com-

mittee. This receipt has since been reported by the Committee.

As for the $400 contribution made by the Communications

Workers of America PAC, the Committee has also reported this

contribution.

The bank loan and contribution may previously have

been reported. The auditors seem to have assumed that the

bank loan went unreported because it went directly to a

local committee. However, the Committee consistently filed

the reports which it received from the state committees with

the Commissioner, including the Arizona committee reports.

The Committee has not verified whether the bank

loan or contribution were in fact reported. No detailed

examination of the records has been made. At this stage of

the proceedings, the burden is on the General Counsel to

support its assertion that these receipts have not been

reported. It is quite possible that if the auditors searched

the records of receipts reported by the Committee, they



would discover that they have in fact been reported. Until

the auditors make such an examination, it would be highly

inappropriate to even consider citing the Committee for

violation of the Act.

Even assuming that the Committee did not timely

report the two receipts, the Commission should consider this

matter in the proper perspective.

According to the Commission's Reports on Financial

Activity 1979-1980, Final Report, Presidential Pre-Nomination

- Campaigns, the Kennedy for President Committee had total

receipts of $16,736,948. Inclusion of the 15,600.49 reported

0 in an amendment on April 12, 1982 raises this total to

0
$16,752,548. Further addition of the $1,900 would raise the

total receipts to $16,754,448. We are therefore concerned

o with failure to report and adequately document one hundreth

r of one percent of the Committee's total receipts. Certainly

t' a Committee that has accurately reported 99.99% of its re-

r ceipts should be considered to be in substantial compliance

with the Act and to have met the best effort test.

The Committee believes reasonableness should govern

the Commission's review of this matter. We can only assume

that the Commission would not impose a stricter stanidard of

care than is required of the most exacting businesses. We

dare say that 99.99% accuracy is better than even most on-going

major businesses achieve.
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II. EXCESSIVE CONTRIBUTIONS

The General Counsel's Brief accuses the Committee

of failing to timely refund or reattribute $75,092 in con-

tributions which allegedly exceed individual limits. This

amount can be broken down into two distinct categories --

approximately $46,772 for which the Committee received re-

attribution letters and $28,320 which was refunded.

A. Attribution Letters

The General Counsel had concluded that monies held

by a committee pending receipt of reattribution letters

N
which are obtained within a "reasonable time" constitute

excessive contributions. G.C. Brief, p. 13. The General

Counsel states that

- even where there is an eventual (untimely)
reattribution, the amount improperly held

o' before the correction represents an exces-
r sive contribution and is violative of 2

U.S.C. S 441a(f). The fact of eventual
~reattribution does not vitiate the Com-

mittee's knowing acceptance of excessive
r amounts from original contributions.

€o G.C. Brief, p. 13.

There are two essential flaws in this reasoning of

the General Counsel. First is the assumption that a "knowing

acceptance of excessive amounts" was made by the Committee.

According to the General Counsel, S 441a(f) only requires

the Committee to have known that it accepted funds and not

that the funds accepted were in excess of the contributor's

limitations. G.C. Brief, p. 15. The General Counsel mis-



takenly relies on Federal Election Commission v. California

Medical Association, 502 F.Supp., 196 (N.D. Cal. 1980) for

this proposition. That case is in no way applicable to the

present situation. Rather, it stands for the proposition

that when a political committee accepts money which it knows

exceeds the particular limitation (in that case, the limit

was $5,000 as imposed by 2 U.S.C. S 441(a)(1)(C)) it is in

violation of 2 U.S.C. S 441(a)(f). Id. at 203. The Con-

mittee must do more than merely accept a contribution as

asserted by the General Counsel. Rather, it must have been

aware of the illegal nature of the contribution to be in

violation of the Act. See In re Election Campaign Litiga-

tion, 474 F.Supp. 1044, 1047 n.3 (D.D.C. 1979).

In California Medical Association, a PAC accepted

tens of thousands of dollars in contributions from the same

contributor each year for three years and was therfore in

violation of 2 U.S.C. S 441a(f). To the contrary, the Com-

mittee was not aware that the contributions here in question

exceeded the relevant limitations until a check could be run

on the particular contributor. It would be ludicrous to

find a political committee in violation of the Act for ac-

cepting excessive contributions merely because it accepted a

contribution without first being given the opportunity to

determine whether that contribution exceeded the donors

contribution limitation.
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Following the General Counsel's reasoning to its

logical conclusion would result in every political committee

being in violation of 2 U.S.C. S 441a(f) whenever it endorsed

a check from a contributor which resulted in a contribution

exceeding that contributor's limitation. Surely this was

not the intent of the Act, nor, as the General Counsel sug-

gests, was it the holding in California Medical Association.

The General Counsel's recognition of this fact is evidenced

by his permitting a 30 day "grace period" for reattributing

or refunding these contributions.

The second flaw in the General Counsel's reasoning

is the assertion that the Committee violated S 431a(f) by

accepting supposed excessive contributions from the "original

contributors."

In its Reply to the General Counsel's Factual and

Legal Analysis Regarding Unreported Receipts and Excessive

Contributions dated April 9, 1982, the Committee challenged

what it perceived to be a new legal theory being proffered

by the General Counsel that reattribution results in a new

contribution by the spouse to whom it is attributed. See

Reply, pp. 5-6. As no counter argument has been offered, it

can only be concluded that the General Counsel acquiesces in

the Committee's conclusion that a primary purpose of re-

questing an attribution letter is to determine whether the

original contributor was merely one spouse, or both. By
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definition, an attribution relates back to the date of the

original contribution, otherwise it would be a meaningless

exercise. Following receipt of an attribution letter, the

original contribution is reported on amendments as of the

date on which the original contribution was made to reflect

the fact that both spouses were the original contributors.

Hence, the Committee first learns who the original contribu-

tors are when it receives a reattribution letter.

As demonstrated above, the $46,772 in contributions

for which attribution letters were received were not illegal

contributions. It is anomalous that the General Counsel

takes such a position in light of the fact that the Committee

was permitted to retain these funds. Therefore, the worst

violation for which the Commnittee may be cited is violation

of the Acts record keeping or reporting requirements. Even

if it is determined that the Committee violated the statutory

requirements and Commission regulations on the handling of

contributions, this does not automatically make the contribu-

tions so handled illegal.

2 U.S.C. S 432(c) and 11 C.F.R. S 102.9 impose

specific record keeping requirements on the Committee. In

addition, the Committee is obligated to file reports in

accordance with the provisions of 2 U.S.C. S 434 and 11

C.F.R. 104.1 et. seq.



0 0

While it might be contended that the Committee's

handling of the reattributed contributions resulted in a

violation of either the record keeping or reporting require-

ments, the Committee maintains that it did not violate these

provisions. As soon as the matter was brought to its atten-

tion, the Committee took steps to determine the true nature

of the contributions. Inquiries were sent to the indiv-

iduals who had submitted the contributions requesting that

they clarify whether it was a contribution from them alone

or in conjunction with their spouse.

These actions of the Committee should be reviewed

by the Commission in light of the fact that the Act provides

that:

When the treasurer of a political committee
shows that best efforts have been used to
obtain, maintain, and submit the information
required by the Act for the political com-
mittee, any report or any records of such
committee shall be considered in compliance
with this Act or Chapter 95 or 96 of Title
26.

2 U.S.C. S432(i). The recordkeeping regulations specifically

provide that where the Committee has demonstrated that "best

efforts" have been used, any records of the Committee will

be deemed to be in compliance with the Act. 11 C.F.R. S102.9(d).

With respect to reporting, the regulations again provide

that where best efforts have been made, a committee's reports

will be considered in compliance with the Act. 11 C.F.R.

S104.7(a).
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As previously discussed, the Committee contacted

the individuals who had submitted the contribution to de-

termine who the original contributors were. Hence, the

Committee is in full compliance with the Act and regula-

tions. See 11 C.F.R. 5S102.9(d), 104.7(b).

The General Counsel has also questioned the speed

with which the Committee inquired as to the true nature of

the contributions. In this regard, it is asserted by the

General Counsel that 11 C.F.R. 103.3(b) does not apply to

the present situation because it

is designed to allow some flexibility in
situations, unlike that here, where con-
tributions which appear to be illegal, such
as business firm checks or checks made out in
amounts greater than $1,000, may be deposited
while a determination is made that will con-
firm or refute the appearance of illegality.

G.C. Brief, p. 14. While the Committee agrees that the

situations mentioned by the General Counsel are covered by

11 C.F.R. S103.3(b), we find it difficult to understand why

the General Counsel has, sua sponte, decided to exclude from

the coverage of the regulation fact patterns such as the one

here at issue. We are especially surprised in light of the

General Counsel's statement that the regulation is designed

to "allow some flexibility in situations" where contributions

appear illegal. There is nothing in the regulation which

states or even implies that contributions must appear to be

illegal the moment they are received in order for 11 C.F.R.

S103.3(b) to be applicable. Rather, the underlying purpose
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behind this provision suggests that the Committee should be

given an opportunity to determine if the contribution is

proper. If, after an investigation, the Committee is able

to ascertain that the contribution appears to be illegal, it

must then conform its handling of the money to the strictures

of 11 C.F.R. 103.3(b).

As indicated in the Reply of April 9, 1982, the

Committee maintains that it did not violate 11 C.F.R. S

103.3(b) in any event. As soon as the matter was brought to

its attention it took steps to inquire into the true nature

of the contributions. The excessive portion of those con-

tributions for which attribution letters were not obtained

were refunded within a reasonable time after the Committee

learned of the problem.

Contrary to the position taken by the General

Counsel, see G.C. Brief, p. 15, there is nothing in the Act

or regulations which requires that contributions be refunded

within 30 days if the funds cannot be determined to be legal.

Rather, 11 C.F.R. S103.3(b)(2) allows a "reasonable time" to

accomplish this task. That the General Counsel attempted to

enforce 2 U.S.C. S441a(f) and 11 C.F.R. $103.3(b) in all

other 1980 Presidential MURs when the committee had not

refunded or reattributed excessive contributions within 30

days of the reported date of receipt, see G.C. Brief, p.15,

does not of itself make that time period reasonable for all
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cases. Rather, a "reasonable time" period should be estab-

lished for each case based on its particular facts. Under

the circumstances faced by the Committee there is little

doubt that it handled the questionable contribution in a

timely manner.

The Committee has at all times sought to fully

comply with law, but has had limited resources to do so.

From the very beginning of the campaign, much of the Commit-

tee's compliance resources have been devoted to satisfying

the everchanging requests of the Commission's auditors for

documents and information. From the threshold audit, through

the interim audit and the final audit report, up to the

present time, personnel and resources that could have been

devoted to compliance have been diverted to cooperate as

fully as possible with the Commission's audit requests. In

such circumstances, the Committee did the best it could in

determining the acceptability of the funds it received.

B. Potential Excessive Contributions

There remains $28,320 in unattributed, possibly

excessive contributions. As noted in the Committee's Reply

of April 9, 1982, $1,904 of the amount listed for Mr. Robert

S. Evans was in fact expenses for entertainment at his home

that were erroneously reported as an in kind contribution.

Hence, there remains only $26,416 in excessive contributions.
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As with the recordkeeping and reporting issue

discussed above, we request that the Commission keep this

matter in perspective. According to the audit staff, we are

dealing with a total of 73 contributors out of the nearly

90,000 contributions from individuals and political organiza-

tions which contributed money to the Committee. In a ddition,

the FEC Reports on Financial Activity show the CommiLttee

received contributions totalling $8,023,988. The $26,416 in

true excessives is therefore only three-tenths of one percent

of the Committee's total contribution activity. Accordingly,

we are involved in an enforcement proceeding because the

Committee's contributions were only 99.7% correct. (Even

with the attributed contributions and the Evans expenses

included, the Committee's contributions would still be 99.1%

correct.)

Given the size of the Committee's financial activity,

the Committee should be deemed to be in substantial compliance

with the Act. All excessive contributions that were not

attributed have either been refunded to the contributor or

donated to charity. The Committee has done everything it

reasonably can do to comply with the Act. It is inevitable

in a campaign handling millions of dollars, often with part-time

and volunteer personnel, that errors will occur. In such

circumstances, a committee that achieves over 99% accuracy,

and then takes all steps necessary to rectify such errors

that occurred, should not be penalized.
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CONCLUSION

With both these alleged violations, the Committee

did everything it could to correct the violations once dis-

covered. 100% accuracy is impossible in a campaign, but

over 99% accuracy is an achievement the Committee can be

proud of given its limited resources for compliance and the

demands made thereon by the Commission. The Commission

should recognize these factors in its review of this matter.

For all practical purposes, no material information was

;- denied the public nor did the Committee profit from these

Ninadvertent errors. Because the Committee has brought it-

self into compliance with the Act, and was in susbtantial

compliance to begin with, the proper resolution of this

matter is for the Commission to close the file and take no

0 further action.

~Respectfully submitted,

William CZ Oldaker
Treasurer
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._ ' A ' FEDERAL ELECTION COMMISSION
~WASHINGTON. DC. 20463

July 22, 1982

William C. Oldaker, Esquire
Epstein, Becker, Borsody and Green
1140 - 19th Street, N.W.
Washington, D.C. 20036

Re: MUR 1393

Dear Mr. Oldaker:

Your request, dated July 19, 1982, for a twenty-day
extension of time within which to file a responsive brief -in
the above-referenced matter is hereby granted.

Sincerely,

Charles N. Steele
Gener Counsel

Associate General Counsel
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Mr. Charles N. Steele
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: MUR 1393

Dear Mr. Steele:

On July 14, 1982, I received your letter indicating
that your office is prepared to recommend that the Commission
find probable cause to believe that the Kennedy for President
Committee violated 2 U.S.C. SS 434(b)(1) and (3), and 441a(f).

In accordance with that letter, the Committee
hereby requests that an extension of twenty days be granted
within which to file a responsive brief.

Thank you for your consi l'tion of this matter.

Sincered,,/ !

~/ " I/."

William C. Oldaker

WCO/DSP: jsk

0
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July 20, l982

M UR 1393
'.3

Dear Mr. Gross:

I wish to acknowledge receipt of your letter
of July 13, 1982 together with a copy of the General
Counsel's brief setting forth the General Counsel's
reconmmendation that the Commission find no probable
cause to believe that Chemical Bank violated 2 U.S.c.
S 441b (a).

On behalf of our client, Chemical Bank, we
wish to inform you that we will not avail of the opportunity
to submit a brief.

Sincerely,

.J~2

Richard S. Simmons

Kenneth A. Gross, Esq.,
Associate General Counsel,

Federal Election Commission,
Washington, D. C. 20463

Copy to Mr. Robert Conway,
Vice President,

Chemical Bank,
140 Broadway,

New York, N.Y. 10005
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Associate General Counsel, 1 .,*
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Washington, D. C. 20463 .
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MEMORANDUM TO:

FROM:

SUBJECT'.

Marjorie Eumons

Steven Barndollar

MUR 1393

Please have the attached Memo and Briefs distributed

to the Couimission on an informational basis. Thank you.

Attachment

C,

c:,

C,



" FEDERAL ELECTION COMMISSION

WI MUJ WASHINCTON. D C. 20463

July 13, 1982

William C. Oldaker, Esquire
1050 - 17th Street, N.W.
Washington, D.C. 20005

Re: MUR 1393

Dear Mr. Oldaker:

On March 11, 1982, the Commission found reason to
believe that the Kennedy for President Committee ("the
Committee") had violated certain provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"), and
instituted an investigation in this matter. After
considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that
the Commission find probable cause to believe that the
Committee violated 2 U.S.C. SS 434(b) (1) and (3) and
441a(f), and no probable cause to believe that the Committee
violated 2 U.S.C. SS 434(b) (2), 432(c)(1) and 441b(a).

Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues in the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (ten copies are preferred) stating your
position on the issues. Three copies of the brief also
should be forwarded to the Office of General Counsel, if
possible. The General Counsel's brief, together with any
brief that you may submit, will be considered by the
Commission before proceeding to a vote of probable cause to
believe a violation has occurred.

If you are unable to file a responsive brief within
fifteen days, you may submit a written request to the
Commission for an extension of time of up to twenty days.
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Letter to William C. Oldaker
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A finding of probable cause to believe requires that
the Office of General Counsel attempt, for a period of not
less than thirty, but not more tha!n ninety, days to settle
this matter through conciliation.

Should you have any questions, please contact Nancy B.
Nathan, at (202) 523-4073.

Sincerely,

Charles N. Steele
General Counsel

Associate General Counsel

Enclosure



FEDERAL ELECTION coMMISSION

i7L1J. WASHINGTON, D.C. 20463

July 13, 1982

Roy Niedermayer
Melrod, Redman and Gartlan
Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

. Re: I4UR 1393

S Dear Mr. Niedermayer:

~Based on information ascertained in the normal course
,D of carrying out its supervisory responsibilities, the

Federal Election Commission, on March 11, 1982, found reason
-- to believe that D.C. National Bank had violated 2 U.S.C.

S 441b(a), a provision of the Federal Election Campaign Act
of 1971, as amended, and instituted an investigation of this

- matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find no probable cause to

O believe that a violation has occurred. The Commission may
or may not approve the General Counsel's recommendation.

Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the
General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a
violation has occurred.
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Should you have any questions, please contact Nancy B.Nathan at (202) 523-4075.

Sincerely,

Charles N. Steele

By.
Associate General Counsel

Enclosure
Brief



f EDERAL ELECTION COMMISSION7 WASHINGTON, D.C. 20463

July 13, 1982

Richard S. Simmons
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: MUR 1393

Dear Mr. Simmons :

~Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the
Federal Election Commission, on March 11, 1982, found reason
to believe that Chemical Bank had violated 2 U.S.C.
S 441b(a), a provision of the Federal Election Campaign Act

- of 1971, as amended, and instituted an investigation of this
matter.

C,
After considering all the evidence available to the

" Commission, the Office of the General Counsel is prepared to
recommend that the Commission find no probable cause to
believe that a violation has occurred. The Commission may

S or may not approve the General Counsel's recommendation.

c Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the
General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a
violation has occurred.



Letter to Richard S. Simmzons
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Should you have any questions, please contact Nancy B.Nathan at (202). 523-4075.

Sincerely,

Charles N. SteeleGener~,l C ounsel

By: Associate General Counsel

Enclosure
Brief
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SFEDERAL ELECTION COMMISSION

411S0WASHINGTON. D.C. 20463

July 13, 1982

Carl A. Wattenberg, Jr.
Vice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63125

• Re: MUR 1393

Dear Mr. Wattenberg:

Based on information ascertained in the normal course.
of carrying out its supervisory responsibilities, the
Federal Election Commission, on March 11, 1982, found reason

-- to believe that Mark Twain Bank had violated 2 U.S.C.
-~ S4415(a), a provision of the Federal Election Campaign Act

of 1971, as amended, and instituted an investigation of this

o matter.

- After considering all the evidence availably to the

Commission, the Office of the General Counsel is prepared to
recommend that the Commission find no probable cause to

? believe that a violation has occurred. The Commission may
or may not approve the General Counsel's recommendation.

Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the
General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a
violation has occurred.



Letter to Carl W. Wattenberg, Jr."
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Should you have any questions, please contact Nancy B.Nathan at (202) 523-4075.

Sincerely,

Charles N. SteeleGeneral Counsel

EnclosureBrief



I .l " FEDERAL ELECTION COMMISSIONEl F ° WASHINGTON. D.C. 20463

July 13, 1982

Ms. Eve Mandelberg
60 East Seventeenth Street
Brooklyn, New York 11226

Re: MUR 1393

Dear Ms. !4andelberg:

On March 11, 1982, the Commission found reason to
, believe that you had violated 2 U.S.C. S 441a, a provision

of the Federal Election Cai paign Act of 1971, as amended,
~("the Act"), and instituted an investigation in this natter.
CD After considering all the evidence available to the

Commission, the Office of General Counsel is prepared to
orecommend that the Commission find probable cause to believe

that you violated the Act.

Submitted for your review is a brief stating the
position of the General Counsel on the. factual and legal

o issues in the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the

" Commission a brief (ten copies are preferred) s~tating your
position on the issues. (Three copies of the brief also

C should be forwarded to the Office of General Counsel, if
~possible.) The General Counsel's brief, and any brief that

you may submit, will be considered by the Commission before
7 proceeding to a vote of probable cause to believe a violation

has occurred.

If you are unable to file a responsive brief within
fifteen days you may submit a written request to the
Commission for an extension of time of up to twenty days.
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A finding of probable cause to believe requires that
the Office of General Counsel attempt for a period of not
less than thirty, but not more than ninety, days to settle
this matter through a conciliation agreement.

Should you have any questions, please contact Nancy B.
Nathan at (202) 523-4073.

Sincerely,

Charles N. Steele -

r By:Associate General Counsel

0
~Enclosure



e~W~j~A~IFEDERAL ELECTION COMMISSION JU 13 p4 ,Iz2
WASHINGTON, DC 20463

July 13, 1982

MEMORANDUM TO: The Commission

FROM: Charles N. Steele
General Counsel

By: Kenneth A. Gross .
Associate General Counse4<A&

RE: MUR 1393
(Kennedy for President Committee, Chemical
Bank, D.C. National Bank, Mark Twain Bank,
Robert S. Evans, Eve Mandelberg)

Attached for the Commission's review are five briefs that
state the position of the General Counsel on the legal and factual
issues in the above-referenced MUR. A copy of each brief and a
letter notifying each respondent of the General Counsel's
recommendation to the Commission was mailed on July 13, 1982.
Following the receipt of each of the respondents' replies to the
notice, this Office will make a further report to the Commission.

Attachments
1. Briefs (6)
2. Letters (6)



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter )
)

Kennedy for President )
Committee ) MUR 1393

GENERAL COUNSEL' S BRIEF

I. Statement of the Case

This matter was referred to the Office of General Counsel by

the Audit Division based upon information obtained during an

audit of the Kennedy for President Committee ("the Committee").

On March 11, 1982, the Commission found reason to believe the

Committee had violated 2 U.S.C.-SS 434b(1) and (2); 432(c) (1);

441b(a) and 441a(f). Notice of the Commission's findings was

sent to the Committee on March 12, 1982; counsel for the

Committee submitted responses on April 8 and 9, 1982.

A. Unreported Receipts and Recordkeeping Violations

The Commission found reason to believe that the Committee

failed to report receipts totalling $17,500.49 in either its

cash-on-hand or total receipts figures. That amount includes

deposits in state and scheduling accounts for which no

documentation, or illegible documentation, was provided by the

Committee following the interim audit report. Further, the

Commission found reason to believe that the Committee had failed

to keep an accurate account of $14,583.57 in apparent

contributions.
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The Commission's auditors first determined that $52,602.79

in deposits to state and scheduling accounts were not transferred

from national accounts. Later, the following amounts were

subtracted from that unreported amount:

amount reason subtracted

$15,043.38 reported in comprehensive amendment
$12,710.00 reported in MUR 1370 (Puerto Rico)
$ 6,598.92 documented transfers from national

account
$ 750.00 previously-reported contributions
$35,102.30

Subtracting that $35,102.30 total left $17,500.49

unreported. The Committee filed an amendment on April 12, 1982

reporting $15,600.49 of that amount. The remaining $1,900

comprises two receipts, as yet unreported:.a $1,500 loan check

from an Arizona bank, and a $400 contribution from the

Communication Workers of America PAC.

The $14,583.57 which the Commission found reason to believe

had not been accurately accounted for represents the total for

which adequate documentation never has been provided by the

Committee, following its requests for bank records. It includes

$9,249.50 fOr which bank records were provided but which were

illegible, and $5,334.17 for which no documentation was received

from banks following written requests by the Committee.

The Committee's response argues that the "best efforts" test

of 2 U.S.C. S 431(i) and 13. C.F.R. SS 102.9(d) and 104.7(a) was

I/

.4JA* & '



met by its written requests to banks in an effort to obtain the

documentation necessary to enable it to comply with reporting and

recordkeeping requirements. The final audit report noted that

copies of the Committee letters requesting records from

appropriate banks had been provided to auditors by the Committee. i

The Committee's response notes also that, where the first written

requests yielded illegible documents, second requests were made,

only some of which yielded legible documents. In the case of one

bank, no microfilmed records had been kept. i

In addition to asserting its satisfaction of the "best

efforts" test, the Committee also contends that the reporting and

recordkeeping violation is_de minimis, since the unreported ..

amount represents 0.1% of the campaign's total receipts. Ai

Reasonableness, and the "best efforts" measure of substantial

compliance, both would dictate that the Committee's'recordkeeping

and reporting be considered adequate, the Committee argues.

Two contributions were not itemized on Committee reports and

also were not reported, even in the most recent amendment filed

by the Committee after the audit report. These were checks

received from the political action committee of the

Communications Workers of America ($400), 1/ and from an Arizona

bank for a loan ($1,500).

1/ Commission records show that the unreported CWA check did
not represent an excessive contribution by that union PAC which
had not otherwise contributed to the Committee.
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B. Improper Pledges of Collateral for Bank Loans

The audit raised questions corcerning the art works pledged

by the Committee as collateral in obtaining certain bank loans.

The apparent non-existence of certain works at the time pledged

led to the Commission's findings of reason to believe that three

respondent banks had made corporate contributions, rather than

loans, to the Committee, and that the Committee knowingly had

accepted those contributions.

The responses submitted by the Committee and by the three

respondent banks (Chemical Bank of New York, D.C. National Bank,

and Mark Twain Bank of St. Louis) assert that, in each case, the

banks held other collateral that they reasonably considered to

have adequately secured the loans in question. In addition, the

responses provide credible evidence that the banks all were

unaware that the works in question had not been printed.

The response submitted by Chemical Bank of New York declares

that the collateral availabie for the loans of $210,000 and

$540,000, apart from the unprinted works in question, was valued

"well in excess of any collateral value which Chemical would

normally require for a loan secured by works of art." 2/ In

addition, the bank submitted a copy of a May 2, 1980 letter it

received from Twichell-Nichols, printmakers, confirming that the

Krushenik serigraphs had been printed. In case of this loan, the

2/ Already pledged to Chemical as collateral by the Committee
were various art works valued at over $1,000,000 and Warhol
prints valued at $300,000.
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other work whose existence was questioned was an original acrylic

by AnuszkieWiCZ. The bank's response asserts that, even if that

work had not yet been created, it was unnecessary to secure the

loan. (The Anuszkiewicz original was valued by bank appraisers

at $9,000.)

The D.C. National Bank's response to the reason-to-believe

finding also asserts that other collateral was pledged (300 Janmie

Wyeth prints) which adequately secured that bank's $240,000 loan

to the Committee; further, the bank says, the Committee's "normal

cash flow" also was looked to assure repayment. In fact, D.C.

National terms the art work (the Wyeth prints as well as the

other pledged works) a "secondary" source of repayment, with the

"cash generated by fund-raising, including, prospective matching

funds" the primary source. The bank states in its response that

appraisals of the art works pledged were more than sufficient

under standard underwriting criteria; it also attaches copies of

documents assuring it, it asserts, of the physical existence and

location of the collateral. Further, the bank notes, it was only

when the Committee made a series of curtailment payments on a

first loan, and sought partial release of about 100 of the Wyeth

prints pledged, that the Committee "voluntarily requested the

Bank to supplement the collateral for the loan by the addition of

further art work," which included the works cited by the

Commission in the reason-to-believe finding (i.e., the Yao and

p.

• . .



Rosenbium prints). The bank declares that the remaining original
collateral (about 200 Wyeth prints valued at about $1,000 each),

the anticipated campaign funds, and the curtailment payments were

more than adequate security without the Yao and Rosenblum works,

even after the partial release of Wyeth prints following some

curtailment payments. It was for that reason, D.C. National Bank

says, that it did not follow verification procedures as to the

Yao and Rosenblum works, as it had with the Wyeth prints.

The response of Mark Twain Bank of St. Louis asserts that

other artwork pledged to that bank by the Committee for a

previous $10,000 loan (forty Rauschenberg lithographs) was more

than adequate to also collateralize the second $10,000 loan,

which gave rise to the Commission's reason-to-believe finding,

for which the Committee pledged works .by several artists,

including Yao and Rosenblum. The bank says that, even when some

Rauschenberg prints were released as payments were made, the

value of those remaining was sufficient to cover the unpaid

balance of the first loan, as well as the new loan.

The Committee asserts that neither the bank officers nor the

Committee officials who negotiated the loans knew any of the

works had not yet been printed. In fact, it says, the Committee

had no knowledge that the works were not printed until the summer

of 1981, during the audit process. The works not printed
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comprised a very small percentage of the total number given to

the Committee, and of the number pledged for the various loans.

Both the Committee and the respondent banks submitted copies of

documents obtained from appraisers, from printers and from

custodians, listing the works in question together with the many

other works given to the Committee by artists.

C. Acceptance of Contributions Exceeding Individuals' Limits
Under the Act

The final review by the auditors of the Committee's response

to the interim audit report set the total amount improperly held

by the Committee, through failure to timely refund or reattribute

excessive contrbutions until after the conclusion of the field

audit, at $75,092. 3/ That represented contributions from 182

individuals.

The Committee's response notes that attribution letters were

obtained for $48,367 of the $75,092 total for which the

Commission found reason to believe there had not been timely

refund or reattribution. It argues that the Commission erred in

including the eventually-reattributed amount, because, it asserts,

an attribution "relates back to the date of the original

contribution," and a reattribution letter "certifies that it (the

contribution) was intended as a contribution by both spouses when

3/ The measure of reasonable timeliness used in 1980
Presidential MURs, and which was used here, has been thirty days
following receipt. However, in this matter most delays were of
more than several months' duration.
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made." Therefore, the Committee argues, that portion of the

excessive contributions total which was reattributed, however

tardily, always properly was Committee funds and should not be

included in the amount-in-violation.

"It [the tardiness] may state a violation of the

Commission's regulations for handling illegal-appearing

contributions, but it does not render the contribution itself

illegal," the Committee contends. But it further says that there

was no violation of the regulations, since the question of

timeliness should be judged once the Committee becomes aware that

a reattribution or refund is needed. It argues that it made

refunds within a reasonable time for those contributions for

which it learned that reattributions could not be obtained. The

Committee also notes that all such amounts had been refunded by

December 18, 1981; the First General Counsel's Report failed to

make clear that those refunds had been accomplished, the

Committee says. (A list appearing as Attachment 2 to the Report

did so state.)

In conversation with Office of General Counsel staff,

Committee counsel propounded an additional explanation, not

included in the Committee's written response, for its failure to

make timely refunds of excessive contributions. Computer entry

error, it was said, resulted in the Committee's inability to

recognize some excessive contributions when received from
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individuals who previously had contributed, but whose first

contributions were entered under incorrect names or addresses.

The Commission's auditors have determined that, for about eleven

per cent of the total excessive refunded contributions which

formed the basis for the Commission's reason-to-believe finding,

the computer entries appeared to have been in error. 4/ !

The Committee argues that its record as to treatment of

excessive contributions should be judged by a "reasonableness"

standard, and that by such a standard, the violation is shown to

involve a very small part (0.3%) of the Committee's total

receipts, and the Committee is in substantial compliance with the

law's requirements on treatment of excessive contributions.

II. Legal Analysis

A. Unreported Receipts and Recordkeeping Violations

The Federal Election Campaignd Act of 1971, as amended,

("the Act"), provides that a Committee may demonstrate that *best

efforts" have been used to comply with the recordkeeping and

reporting provisions of the Act. 2 U.S.C. S 432(i).

Specifically, the Code of Federal Regulations ("the Regulations")

provides that written requests issued in order to obtain

duplicate copies of records will satisfy the "best efforts" test

of substantial compliance. 11 C.F.R. S 102.9(d). Further,

4/ Of approximately $21,000 in excessive contributions
eventually refunded (not reattributed) , auditors have determined
that the Committee may have failed to timely refund about $2,335
due to errors in computer entry.
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the regulations provide that, where a Committee demonstrates that
"best efforts" have been made, its report will be considered in

compliance with the Act. 11 C.F.R. S 104.7(a).

The Committee has demonstrated that written requests were ;

made to each bank in which unreported receipts were deposited, and !

that second requests were made where the first yielded inadequate i

documentation. .

It is the General Counsel's view that the written requests

do bring the Committee into compliance with the reporting and :• ,

recordkeeping requirements of the Act, as provided by 11 C.F.R. c

SS 102.9(d) and 104.7(a), and by 2 U.S.C. S 432(i). :

Because of this, it is unnecessary to address the i

Committee's further contention that its reporting and

recordkeeping were in substantial compliance because the i

undocumented amounts represent such a small percentage of the i

Committee's total receipts. The General Counsel recommends that i

the Commission find no probable cause to believe that the Kennedy

for President Committee violated 2 U.S.C. SS 434(b) 1) and (2),:

and 432(c) (1), as to the bulk of the unreported receipts which :!

have been reported in the Committee's most recent amended report i

filed April 12, 1982.

As to the Committee's failure to itemize and report two

receipts, a contribution from the Communication Workers of

America PAC, and a loan from an Arizona Bank, the General Counsel
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recommends that the Commission find probable cause to believe
that the Committee violated 2 U.S.C. S 434(b) (1) and (3).

B. Improper Pledges of Bank Loan Collateral

Under 2 U.S.C. S 441b(a), a corporation is prohibited from

making any contribution or expenditure in connection with a

federal election. The term "contribution" is defined at 2 U.S.C.

S 441b(b) (2) and S 431(8) (A) to include, inter alia, any loan of

money. At 2 U.S.C. S 431(8) (B) (vii), however, bank loans made in

the ordinary course of business and with specified

characteristics are exempted from the "contribution" definition.

The pertinent loan characteristic in this matter is specified at

2 U.S.C. S 431(8) (B)(vii) (II), which provides that loans made in

the ordinary course of business must also, inter alia, be *made

on a basis which assures repayment." *Because the audit indicated

that, for some loans obtained by the Kennedy forPresident

Committee, the pledged collateral may not have existed, and

therefore that the loan may have been made on a basis that did

not assure repayment, the Commission found reason to believe that

the loans may have been contributions, in violation of 2 U.S.C.

S 441b.

The responses to the reason-to-believe findings submitted by

the three respondent banks that made loans to the Committee, and

by the Committee itself, provide credible evidence that, in each

loan transaction, both parties were unaware that some of the



art works pledged as collateral were not yet printed. By making i!

the loans without knowledge that the collateral did not physically

exist and, in fact, with affirmative evidence of the existence of ii

that collateral, the banks appear to have made those loans "on a i~

basis assuring repayment." The banks reasonably could have i
believed the loans to be adequately secured. :.i

In addition to the evidence that the banks and the Committee i

representatives had no reason to doubt that a few of the many ;

pledged works had been printed, particularly since they were

listed on appraisal lists with other pledged works, the responses

also demonstrate that other collateral pledged for the same loans. i

satisfied the requirements of S 431(8) (B) (vii) (II) without the i

unprinted collateral in question. The banks' responses show

that, in each case, the unprinted works were of significantly

less value than other, major works also pledged and which,

according to the banks, more than adequately supported the loans

by themselves. In addition, the largest loan in question, by

D.C. National Bank, was also considered secured by future

matching payments. The Commission has recognized the validity of

a bank's looking to matching payments as collateral for loans.

See AO 1980-108.

It is the General Counsel's view that the loan decisions met

the test of 2 U.S.C. S 431(8) (B) (vii) (II), because each was made



-13-

on a basis that assured repayment, and therefore that the loans

were not contributions. Therefore, the General Counsel

recommends that the Commission find no probable cause to believe

that the Kennedy for President Committee violated 2 U.S.C.

S 441b(a) by accepting the above-specified loans from banks.

C. Acceptance of Contributions Exceeding Individual Limits
Under the Act

The Committee argues that the Commission erred in arriving

at the total amounts of excessive contributions which the

Committee is charged with having failed to timely refund or

reattribute, in violation of 2 U.S.C. S 441a(f). The total

$75,092 that formed the basis for the reason to believe finding

should not have included $48,367 in contributions eventually i

reattributed to contributors' spouses, according to the

Committee. It argues that failure to timely reattribute the

amounts does not render them excessive.

In the General Counsel's view, even where there is an

eventual (untimely) reattribution, the amount improperly held

before the correction represents an excessive contribution and is

violative of 2 U.S.C. S 441a(f). The fact of the eventual

reattribution does not vitiate the Committee's knowing acceptance

of the excessive amounts from the original contributor.

The Committee argues that, at most, it should be cited for

violation of 11 C.F.R. S 103.3(b)(2). On the assumption that the

regulation would even apply to the present situation, the
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Committee also contends that the Commission may not, without

amending the regulations, interpret "reasonable time" to require :

that excessive contributions be refunded or reattributed within

thirty days of receipt.

As is demonstrated infra, however, 11 C.F.R. S 103.3(b) does !

not excuse the Committee's violation of 2 U.S.C. S 441a(f). The :

regulation is designed to allow some flexibility in situations,

unlike that here, where contributions which appear to be illegal,

such as business firm checks or checks made out in amounts

greater than $1,000, may be deposited while a determination is

-_ made that will confirm or refute the appearance of illegality.i

~~The regulatory provision therefore affords an opportunity Qf iI

-- avoiding violation of 2 U.S.C. S 441a(f), under which acceptance

? of illegal contributions otherwise would be a violation of law,

CD where the Committee receiving them is aware, before "deposit, of

their questionable legality and so advises the Commission on its

i' next reports. 5/.

Because S 103.3(b) does not apply to the present facts, the

Committee's acceptance of excessive contributions is subject to

5/ The Committee also has argued, in an alternative sense, that
the regulation applies only to refund, not to reattribution,
situations because of its use of the specific term "refund."
While it is not necessary to reach that argument, this Office
would argue that the function of the regulation clearly is to
address all means for resolution of excessive contributions which
appear before deposit to be illegal. Moreover, the Committee's
underlying suggestion - that since S 103.3(b) does not apply, no
time restraints whatsoever govern reapportionments - is clearly
without logic.
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the standard of S 441a(f). That provision only requires that the

respondent knew that it accepted the funds in question, not that

the respondent knew its acceptance of the funds was in excess of

the limitations and hence in violation of the law. See Federal

Election Commission v. California Medical Association, 502

F.Supp. 196 (N.D.Cal. 1980). Although technically the Committee

violated S 441a(f) when it deposited each excessive contribution,

the Commission only pursued the Committee for those excessives

that were not reattributed or refunded within 30 days of their

reported date of receipt. This treatment was accorded the

respondents in all other 1980 Presidential MURs, as well. While

__ the Committee is correct that no 30-day time period is set forth

-- in the statute or regulations, the Commission's application of a

7T 30-day grace period gave the Committee some protection that

0D S 441a(f) would not otherwise provide, and the Committee should

not be heard to complain.

In the case of the excessive contributions illegally held by

the Committee, there seems to have been little effort expended to

ascertain whether the amounts were excessive and to promptly

correct those that were. The Committee asserts that it took

steps to investigate the contributions' legality "as soon as the

matter was brought to its attention [by the Auditors]". The

Committee does not deny that it did not itself identify the



contributions as questionably illegal, and does not assert that

it attempted to determine their legality sua sponte within a

reasonable time (not necessarily within thirty days) of the

depos its. !i~

The Committee's further contention -- that computer error

preenedthe Committee from making timely refunds of excessive

contributions, because of its inability to detect the receipt of

additional contributions from individuals whose first .!

contributions were entered with errors in names or addresses --is

unpersuasive. While it is true that computer error was present j

and therefore might explain up to eleven percent of the refunds .

O not timely made, violations of S 441a(f) are not excused by such

--- evidence of inadvertent interference with a party's ability to

" " comply with the law. At most, consideration of the computer

0 error factor might result in a mitigation of any. proposed civil

' penalty, because it may be seen as evidence of the Committee's"

good faith.

The Committee also argues that, even including the contested"

amounts eventually reattributed, the Committee's record of

treatment of illegal contributions amounts to substantial

compliance. 6/

6/ By the Committee's figures, 0.3% of total receipts were not
timely refunded. When reattributed receipts are included, the
amount in violation represents 0.9% of total receipts, according
to the Committee.



There is no statutory or regulatory basis for such an

argument. Whether it is or is not inevitable that a campaign

handling such substantial amounts of contributions, often with

volunteer help, will sometimes inadvertently violate the law, the

Regulations do not recognize "substantial compliance" or "best

efforts" in the area of handling of illegal contributions, as

they do in the area of recordkeeping. (See supra.) The only

regulatory exception to the Act's S 441a(f) stricture'is that

made available by 11 C.F.R. S 103.3(b); as is noted supra,

however, that provision is inapplicable here.

-- Therefore, it is the General Counsel's recommendation that

the Commission find probable cause to believe that the Kennedy

-- for President Committee violated 2 U.S.C. S 441a(f) by failing to

timely refund or reattribute contributions that exceeded

individual contributors' contribution limits under the Act.

III. General Counsel's Recommendation

1 . Find no probable cause that the Kennedy for President

Committee violated 2 U.S.C. SS 434(b) (2), 432(c) (1), and 441b(a).

2. Find probable cause that the Kennedy for President Committee

violated 2 U.S.C. SS 434(b) (1) and (3) and 441a(f).

- Charles N. Steele
Dat General unsel /

By:_____________
Kenneth A. Grs/
Associate General Counsel

Attahmets 1 7
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BEFORE TEE FEDERAL ELCION COMMISSION

In the Matter of )
)

Chemical Bank ) MUR 1393

GENERAL COUNSEL' S BRIEF

I. Statement of the Case

On March 11, 1982, the Commission found reason to believe

that Chemical Bank ("the bank") violated 2 U.S.C. S 441b(a) by

accepting unprinted art works pledged as collateral for two bank

loans by the Kennedy for President Committee ("the Committee")

and thereby failing to comply with the requirements of 2 U.S.C.

S 431 (8) (B) (vii) (II).

II. Factual and Legal Analysis

The bank's response to the Commission's notification of its

reason-to-believe finding asserted that the total collateral

pledged by the Committee for loans of $210,000 and $540,000 was

valued "well in excess of any collateral value .which Chemical

would normally require for a loan secured by works of art." Among

the other art works pledged by the Committee were pieces with a

total value of over $1,000,000, and, additionally, Warhol prints

valued at $300,000. (The unprinted Krushenik serigraphs, and an

original printing by Anuszkiewicz, valued at $9,000, were pledged

by the Committee in addition to that collateral.)

In addition to its assertion that other art works pledged by

the Committee were sufficient collateral by banking standards,



Chemical Bank also submitted a May 2, 1980 letter to the bank

from Twichell-Nichols, printmakers, which indicated that the

Krushenik serigraphs had, in fact, been printed. That evidence

indicates that the bank had reason to believe, when making the

loan, that the pledged collateral was in existence. It thus

appears that the loan was made on a basis assuring repayment.

This evidence of the bank's belief that such a basis existed is

further support for the bank's assertion that it acted in the

ordinary course of business in making the two loans to the

Committee.

Therefore, the Office of General Counsel recommends that the

o Commission find no probable cause to believe that Chemical.Bank

- violated 2 U.S.C. S 441b(a).

" III. General Counsel's Recommendation

C Find no probable cause to believe that Chemical Bank

violated 2 U.S.C. S 441b(a).

Da -ACharles N. Steele
General Counsel

BYnehA.Gos:

Associate General unsel



BEFORE THE FEDERAL ELETION CONMISS ION

In the Matter of ))
D.C. National Bank ) MUR 1393

GENERAL COUNSEL' S BRIEF

I. Statement of the Case

On March 11, 1982, the Commission found reason to believe

that D.C. National Bank ("the bank") violated 2 U.S.C. S 441b(a)

by accepting unprinted art works pledged by the Kennedy for

President Committee ("the Committee") as collateral for a $240,000

loan and thereby failing to comply with the requirements of 2

U.S.C. S 431(8) (B) (vii) (II).

II. Factual and Legal Analysis

•The bank's response to the Commission's reason-to-believe

finding asserted that other art works pledged by the Committee

(including 300 Jamie Wyeth prints) adequately secured the loan,

without consideration of the unprinted Yao and Rosenblum works.

Further, the bank asserted that its lending decision was

based on factors in addition to the collateral pledged which it

termed a secondary source of repayment. The Committee's "normal

cash flow" was looked to as the primary source, the bank said,

referring to the "cash generated by fund-raising, including

prospective matching funds."

The unprinted Yao and Rosenblum works were pledged by the

Committee "voluntarily," the bank said. When the Committee made



-2-

a series of curtailment payments on a first loan, it sought to

supplement the already-pledged collateral with the Yao and

Rosenbium works. The bank's response contended that the Wyeth

prints, campaign funds, and curtailment payments were sufficient

to collateralize the loan, without the works in question, even

after the release of some wyeth prints following curtailment

payments.

The bank submitted documents with its response that had been

supplied by the Committee at the time of the loan and that

indicated that the works had been printed, since they were listed

as being held by a custodian and were assigned values. The bank

noted that it did not follow its usual verification procedures

for the Yao and Rosenblum prints, because of the bank's view that

that collateral was unnecessary to secure the loan.

Evidence that D.C. National Bank had reason, to believe that

the unprinted works did exist supports the bank's assertion that

it acted in the ordinary course of business in making the loan to

the Committee and that the loan was made on a basis assuring

repayment.

Additionally, the bank's assertion that the unprinted works

were unnecessary to collaterlize the loan appears persuasive.

The value of the Wyeth prints was "more than sufficient security

under standard underwriting criteria," h aksi.Frhr

the Commission has recognized that a loan may properly be



-3-

secured by the prospect of matching fund payments. See Advisory

Opinion 1980-108. In view of the evidence that a bank acting in

the ordinary course of business could have made the l6an in

question without reference to the unprinted works offered as

secondary collateral in this case, no violation of 2 U.S.c.

S 431(8) (B)(vii) (II) is apparent.

The Office of General Counsel recommends that the Commission

find no probable cause to believe that D.C. National Bank

violated 2 U.S.C. S 441b(a) by making a loan to the Kennedy for

President Committee.

III. General Counsel's Recommendation

Find no probable cause to believe that D.C. National Bank

violated 2 U.S.C. S 441b(a).

Da ''Charles N. Steele - /
General Counsel/

By: L .\
Ken eth A. Gross"/
Associate General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Mark Twain Bank ) MUR 1393

GENERAL COUNSEL' S BRIEF

I. Statement of the Case

On March 11, 1982, the Commission found reason to believe

that Mark Twain Bank ("the bank") violated 2 U.S.C. S 441b(a) by

accepting unprinted art works pledged by the Kennedy for President

Committee ("the Committee") as collateral for a $10,000 loan and

thereby failing to comply with the requirements of 2 U.S.C. S 431

(8) (B) (vii) (II).

II. Factual and Legal Analysis

The bank's response to the Commission's reason-to-believe

finding asserted that other works pledged by the Committee on a

previous $10,000 loan (forty Rauschenberg lithographs) was more

than adequate to also collateralize the second.$10,000 loan for

which the Committee pledged works by several artists, including

the unprinted works by Yao and Rosenblum. The bank said that,

even when some Rauschenberg prints were released to the Committee

as loan repayments were made, the value of those remaining was

sufficient to cover the unpaid balance of the first loan and the

new loan.

The bank submitted copies of a trust receipt furnished to

the bank by the Committee at the time of the transaction,

reciting that the unprinted works were among others being
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held by the'Committee for the bank. Such evidence that Mark

Twain Bank had reason to believe that the unprinted works did

exist supports the bank's assertion that it acted in the ordinary

course of business in making the loan to the Committee and that

the loans were made on a basis assuring repayment.

Additionally, the bank's assertion that the unprinted works

were unnecessary to collateralize the loan appears persuasive.

The value of the Rauschenberg prints was four or five times the

amount of the loan, the bank said. In view of the evidence that

a bank acting in the ordinary course of business could have made

the loan in question without reference to the unprinted works, no

violation of 2 U.S.C. S 431(8) (B) (vii) (II) is apparent.

The Office of General Counsel recommends that the Commission

find no probable cause to believe that Mark Twain Bank violated

2 U.S.C. S 441b(a) by making a loan to the Kennedy for President

Committee.

III. General Counsel's Recommendation

Find no probable cause to believe that Mark Twain Bank

viol ed 2 U.S.C. S 441b(a).

~Charles N. Steele
Dat General Counsel

Associate General Counsel



- BEFORE THE FEDERAL ELECTION COMISSION

In the Matter of )
)

Eve Mandelberg ) MUR 1393

GENERAL COUNSEL' S BRIEF

I. Statement of the Case

On March 11, 1982, the Commission found reason to believe

that Eve Mandelberg ("respondent") violated 2 U.S.C. S 441a by

contributing in excess of limitations imposed by that provision

of the Federal Election Campaign Act of 1971, as amended, to the

Kennedy for President Committee ("the Committee") during the 1980

Presidential election campaign. This matter resulted from the

Commission's audit of the Committee.

II. Factual and Legal Analysis

Auditors noted contributions from respondent totalling

$2,700, or $1,700 in excess of limitations.

Respondent did not submit a response to the notification of

the Commission's reason-to-believe finding.

Therefore, the Office of General Counsel recommends that the

Commission find probable cause to believe that Eve Mandelberg

violated 2 U.S.C. S 441a(a) (1) (A).

III. General Counsel's Recommendation

Find probable cause to believe that Eve Mandelberg violated

2 U. iC. S 441a(a) (1) (A).

' 2_--Charles N. Steele /
Genera n,/ sel

Keneh . ros/ ,
Associate General Counsel "-.



.FEDERAL ELECTION COMMISSIONWASHINGTON. D.C. 20463

July 13, 1982

William C. Oldaker, Esquire
1050 - 17th Street, N4.W.
Washington, D.C. 20005

Re: I4UR 1393

Dear Mr. Oldaker:

On March 11, 1982, the Commission found reason to
believe that the Kennedy for President Committee ("the
Committee") had violated certain provisions of the Federal

' Election Campaign Act of 1971, as amended ("the Act"), and
instituted an investigation in this matter. After

-- considering all the evidence available to the Commission,
<3 the Office of General Counsel is prepared to recommend that

the Commission find probable cause to believe that the
-- Committee violated 2 U.S.C. SS 434(b) (1) and (3) and

441a(f), and no probable cause to believe that the Committee
F violated 2 U.S.C. sS 434(b) (2), 432(c)(i) and 441b(a).

03 Submitted for your review is a brief stating the

~position of the General Counsel on the legal and factual
issues in the case. Within fifteen days of your receipt of

- this notice, you may file with the Secretary of the
Commission a brief (ten copies are preferred) stating your

~position on the issues. Three copies of the brief also
0 should be forwarded to the Office of General Counsel, if

possible. The General Counsel's brief, together with any
brief that you may submit, will be considered by the
Commission before proceeding to a vote of probable cause to
believe a violation has occurred.

If you are unable to file a responsive brief within
fifteen days, you may submit a written request to the
Commission for an extension of time of up to twenty days.



Letter to William C. Oldaker
Page 2

A finding of probable cause to believe requires that
the Office of General Counsel attempt, for a period of not
less than thirty, but not more than ninety, days to settle
this matter through conciliation.

Should you have any questions, please contact Nancy B.
Nathan, at (202) 523-4073.

Sincerely,

Charles N. SteeleGeneral Counsel

(enneth A. Gross'Associate General Counsel

Enclosure

cc~4~Jf2



FEDERAL ELECTION COMMISSION
~WASHINGTON. D.C. 20463

July 13, 1982

Roy Niedermayer
Meirod, Redman and Gartlan i

Suite 1100
1801 K Street, N.W.
Washington, D.C. 20006

. Re: MUR 1393

" Dear Mr. Niedermayer:

-" Based on information ascertained in the normal course i

, of carrying out its supervisory responsibilities, the i

Federal Election Commission, on March 11, 1982, found reason
-- to believe that D.C. National Bank had violated 2 U.S.C.

S 441b(a), a provision of the Federal Election Campaign Act
S of 1971, as amended, and instituted an investigation of this

C matter.

° - After considering all the evidence available to the

Commission, the Office of the General Counsel is prepared to
recommend that the Commission find no probable cause to
believe that a violation has occurred. The Commission may

2 or may not approve the General Counsel's recommendation.

Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the
General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a

violation has occurred.



Letter to Roy NiedermayerPage 2

Should you have any questions, please contact Nancy B.
Nathan at (202) 523-4075.

Sincerely,

Charles N. SteeleGener aJ Counsel

By.
Associate General Counsel

EnclosureBrief

r.
CD

(UA471Y}~



' y FEDERAL ELECTION COMMISSION
4.I V WASHINGTON. D.C. 20463

July 13, 1982

Richard S. Simmons
Cravath, Swaine and Moore
One Chase Manhattan Plaza
New York, New York 10005

Re: MUR 1393

.. Dear Mr. Simmons :

-- Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the
Federal Election Commission, on March 11, 1982, found reason*
to believe that Chemical Bank had violated 2 U.S.C.

SS 441b.(a), a provision of the Federal Election Campaign Act
-" of 1971, as amended, and instituted an investigation of this

matter.
CD

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find no probable cause to
believe that a violation has occurred. The Commission may

: or may not approve the General Counsel's recommendation.

~Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of
this notice, you may file with the Secretary of the
Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the
General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a
violation has occurred.



0
Letter to Richard S. Sinmonis
Page 2

Should you have any questions, please contact Nancy B.Nathan at (202) 523-4075.

Sincerely,

Charles N. SteeleGeneral Counsel

By.
Associate General Counsel

EnclosureBrief

OJAIY24'I

m



*FEDERAL ELECTiON COMMISSIONWASHINGTON. D.C. 20463

July 13, 1982

Carl A. Wattenberg, Jr.
Vice President
Mark Twain Bank
8820 Ladue Road
St. Louis, Missouri 63125

. Re: MUJR 1393

" Dear Mr. Wattenberg:

"- Based on information ascertained in the normal course

CD of carrying out its supervisory responsibilities, the
Federal Election Commission, on March 11, 1982, found reason

-- to believe that Mark Twain Bank had violated 2 U.S.C.

S 441b(a), a provision of the Federal Election Campaign Act
v of 1971, as amended, and instituted an investigation of this

matter.

• After considering all the evidence availabl to the

Commission, the Office of the General Counsel is prepared to

recommend that the Commission find no probable cause to

believe that a violation has occurred. The Commission may

S or may not approve the General Counsel's recommendation.

Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual
issues of the case. Within fifteen days of your receipt of

this notice, you may file with the Secretary of the

Commission a brief (10 copies if possible) stating your
position on the issues and replying to the brief of the

General Counsel. Three copies of such brief should also be

forwarded to the Office of General Counsel, if possible.

The General Counsel's brief and any brief which you may
submit will be considered by the Commission before
proceeding to a vote of no probable cause to believe a

violation has occurred.

.~k -4t



Letter to Carl W. Wattenberg, Jr.
Page 2 "

Should you have any questions, please contact Nancy B.Nathan at (202) 523-4075.

Sincerely,

Charles N. SteeleGeneral Counsel

EnclosureBrief

~qrn

CU~k



FEDERA ECTO oCOMMIssIoN
~WASHINCTON, D.C. 20463

July 13, 1982

Ms. Eve Mandelberg
60 East Seventeenth Street
Brooklyn, New York 11226

Re: MUR 1393

Dear Ms. Mandelberg:

On March 11, 1982, the Commission found reascni to
_. believe that you had violated 2 U.S.C. S 441a, a provision

of the Federal Election Campaign Act of 1971, as amended,
" ("the Act"), and instituted an investigation in this matter.

After considering all the evidence available to the
-- Commission, the Office of General Counsel is prepared to

recommend that the Commission find probable cause to believe
0 that you violated the Act.

Submitted for your review is a brief stating the
~position of the General Counsel on the factual and legal

issues in the case. Within fifteen days of your receipt of
0 this notice, you may file with the Secretary of the

r Commission a brief (ten copies are preferred) stating your
position on the issues. (Three copies of the brief also

Cshould be forwarded to the Office of General Counsel, if
possible.) The General Counsel's brief, and any brief that

. O you may submit, will be considered by the Commission before
~proceeding to a vote of probable cause to believe a violation

has occurred.

If you are unable to file a responsive brief within
fifteen days you may submit a written request to the
Commission for an extension of time of up to twenty days.



0 q
Letter to Eve MandelbergPage 2

A finding of probable cause to believe requires thatthe Office of General Counsel attempt for a period of not
less than thirty, but not more than ninety, days to settle
this matter through a conciliation agreement.

Should you have any questions, please contact Nancy B.
Nathan at (202) 523-4073.

Sincerely,

Enclosure

6Uzkio ~-h~
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

TO::

FR&JEC:

HRE N. S'TEL.E

APRIL 15, 1982

M4JR 1393

Attached hereto is a letter from Hr. Roy Niedennayer,

attorney for the respondent in MUR 1393.

'The letter was received by Chairman Reiche this morning,

and he has asked us to forward it to you for appropriate action.

Attachment as noted

-o

0

C:?
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0
MELROD, REDMAN & GARtTLAN

A PRllOPESS
I
IONAL CORPIORATION

ATTORNEIYS AT LAW

SUITE[ 1100 K

1601 K SREETr N. W.

WASHINGTON, 0. C. mOo0s

TELE•PHONE (303) 033-53100

CASLE.: REDHE•L

TELEIX: 0*l- 7414

TEtLECOPiER' 0331-)0S0

LE•ONARD S, H•ELRODLIPRAN RED)4AN
JOSE[PH V. GARTLAJN, JR.
JERRY N. HiANOVIT
WARRE[N K. K APLAN
STEPHiEN D. KAHN
PHiUiP A. GORELIC:K
)41CNAE[L D. GOLDE~N
OOTHY SE[LLERSN

JOEL. 2. ILtV•R
ROY NIE[DERM)AYERN
PHIL.IP N4. HOROWITZ
DAVID Pt. IANTL•ON
ALLAN J. WEINER
HOWARD S. JATLOW
NEL. i. I.LVY
ROSlERTA P. COL.TON

STEVEN N. GL.AZERJ. JONATHAN •CHPAIJS
ROSERT J. PREDA
WH. DANIEL SULLIVAN
STANTON J. LIEVINSON
RoSERNT P. ADAHO

WARD NAOLODKY
4IL. .ITTr

PrlRE S. PIrCESNSAUN
SEISE N. NCHTEM

UE SPR ltS-:.

SYmYEN A.TIsEi LSAUJI

DOUGL.AS S. NMII KIN-

WRITEr•5 DIRECl" DIAL NII[M(202) 822-53 .

April 14, 1982

Mr. Frank P. Reiche, ChairmanFederal Election Coriuission
1325 K Street, N.W.
Washington, D.C.

ATTN: Nancy B. Nathan, Esq. 6e

Re: MUR 1393; District of ColumbiaNational Bank, Washington, Respondent

Dear Chairman Reiche :

Enclosed please find a copy of the promissorynote signed by the Kennedy for President Committee, which
supplements the response of District of Columbia National
Bank to the inquiry by the Commission.

Roy :rmayer

Enclosure

RN/ nmn
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C O L tATL R AL% U 1 I W T F O U B A N A I N LB. ,S I G O
O NNo (7 'I~ Washingto..lJc..M c h 7th,, 18

Loar'Amount - - -TI 'O iundred Forty-Thousand :J, d O/OO - Dus $4 o non on -..
-.. ... ),'. rri~a nd *.. ------------------------------- after the above date, for value received, the undersigned jointly and sever.promise to pay to the urder of DISTRICT 0O. COLUMBIA NATIONAL BANK. WA$111NGTON I1!ita banjhouJsewi Washington. D.C.., the loan amount set Eu,

a bcove, w ith intcest on the unpaid balan ce t~hereof acc ruing at th e a re of ..-- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .pci nnum t(nn thy dae hereof until the loan amount is pad n full. in immdately avalable lunds, provided that any payment hecreunder shall be a;plied r'.the payrc~. in teref(st and the ba.dance on account of the loan amount. interest hereon shall be computed on a 360-day or 36S-day basis, in Bank's sole diseeti

Interest thereon 'JallJ he payable A t .Ma t u 1" i t v.

And to secure the payment of this note - and of any other present or future lia-biliyf any nature whatsoever of any ol the undersigned to the holder, whet)ahsolute or 'AontlgCnt, ditect or indirect, due or not due, secured or unsecured, joint, several or joint and several (hereafter 'any' other liability") - the undersipnIici.h~ltr anste..r a'.im.i pledgec and deliver to thc holder the following described property and any additions thereto or substitutions or eachanges therefor and a'dividend,, distributions.coupuns. interest, rights and accruals thcreon. together wilth the proceeds thereof, to wit:_3(( Sc(rially Numbered Wy'eth Kennedy '80 lithograph art prints titled
,...llQ. .....in .th i d , as more particularly described in a

--..5.LWAi. 4Ag~cmn d~d ,Ma r ch 7. 1 980.

(hercinalier "'s' 'ur.i)"'), tree ot all other liens and encumlbranc'es, with authoriiy to the holder to use, transfer, and hy'pothec.ate the sec'urity'.Upon the lull payment of this note in accordance with its terms the holder may return to the undersigned or any of them an equal quantity of the said securir'aid not the ,,'eeila security deposited. The holder is hereby espressly empowered at an) rime or times hereafter and wittihiut notice to anyone to surrenderrelease all or pat of the security to the undersigned, or any of them, and to ruecive, collect. comproni.e. renew, extend, substitute, exchange, or otherwise de.:with. tsr to retrain Irt'ii exercismg any" of tic aforesaid powers in respect ss t- he secursty' ithout liability of any ind ot the holder and without in any mannt.,rcleasig the obhigaicon% .af any of ie undersigned to the holer.Whenever itss note tsr any oiler liability matures, whether by acc:eleratihn in atrs-rdanee withl the te'rms hereot or otherwise, ita holder may thereupon and aany)iiiiic z- ,imiens, thieater se ll (and the holder is hereby gien lull and rre,..ahhe i.,wcr aiid authoriity to ,,clip. as,,in and dlihvt'r the .ecrty r any part heretat any tr.,kers' Iso.,,d ociat pulic or priv-ate sale, without notie,€ advertisemntn, tsr demand of any kind to anyone and without prejudice to any other remedicatlordhed Is) thi lrur is.,nt or Isy law, and may apply te proceeds i.h sale, ater deducting all .,,sts arid expen.,e.s thereof including attorneys" fees, to the paymcn,,I his, nu.rdote anyn ller li:blir],. reuing the overplus, ii any. iii the undin.sgned r any, oh theml, ard he holder hereof may purchase any of the securiy a"any' such sle . lhe u.rter.igned hereby agree o re:main joinly and sevrally iaile for, and to pay forthwith, any deli'iency remaining unpaid after such applicatiornWhlenlever this hotc or any other liability matures, whether Iby :acceleration in ac'cordanee with the tealns hereo~f or otherwise, any and all credits, money, stock'h,,rstl, tr sIt .!n se url y!, tr prop erty, oh any n ature w hasoever on d epssa withll. .st held b) , tr in h e" iosssson f lt h old er, or in transit to or Iro ns the holder b3ist,- ,n : ir. j,s lt,eIrd or oherwi.,s.. to thie cedt of tr for the a~t ountl dany, f he undcrssnd 'ay, at ht ptits set the holder and wihout notce o u,-,,..,t, .'s gussi the. ursder,arn¢d, be applied forthwith to pay or scure: pal slet n thi rI.note or any oilie'r liability. The rightls of the heslder shall not be afleled~b) the tat that the helklr may have other te.curity for the amount due hereon or tn any other liability.ip tailiae It) pay Iny" paynient hereon in full when the same shall Ib.' ussne due, or in the event the security shall deprec'iate in value .so that it bc~coines in the•~ii~i ,lslit the ttitIlder Iiadetuate" to secure paytlienl of this inote, or ifthe hslhler shahl in t,,u,.I faith feel itself incure or unsafe as a result of atis or cvents whichbe.ar utpon the Iteric.d condition of the undersig~ned or the repayment of the loan amount, or in the event of the insolvencs of, or the commission oniany act olhankrups-s by. or de.ath of, any of the undersigned, or the appointment of a receiver of any property of any of the undersigned by a bankruptcy court or othercourt of t orperent iurisdietion, the entire loan amount plus accrued interest thereon (less any' paymts theretofore made) and all other obligations oft heuidtrsligwid tIs. lhi ~ l:.el. at the option of the holder, thereupon mature and hbene tinniediately due and payable witho~ut notice tts any of the undersigned ofthe esccrt st said option. At any time, whether in cast of decline in the market value of the security or any part thereof orothcr~ase, thc holder'say demand the: ltrrisle, assiginen, pledge, and delivery of additional (or substitute security of quality and amnount satifactory o the holder; and the failure ofthe undersi.'ned so to, deliver such additional or substitute security within 24 hours following receipt of actual notice of demand therefor ty any of the undersigned.or withir 2 t~uint.ss, days foL~owang the mailing or telegraphing of such notice to any" of the undersilgned at the addrcss batd below, shall cause this note Sa fliloilier h.aul: it, rettire and become immediately due and payable. In addition, failure to pay any payment hereon in full .t.:n the same t!,all becore dee shalcntaile the ht,,hhcr th as.sess a late charge of S.0S per dollar of payment overdue, and this late chargre shall be deemed to be wxmpmsu~aion to the holder e the emofhandling overdue, obhyitmons and no a penalty.The undersigned j.,s,,ily and severally (I 5 hereby agree to any modiflcations of any of the terms or conlditions hereof anol/or to any reeas Os eClei:.ie, of sineof pa) ni'ni orv perfortran-e ol any of the terms or conditions of this note; that it shall not be ne.essdry for the bolsdc, to resot! to learer uedies a~aimt any of iuridersigsicd behore proceeding against any other of the undersigned; and that no release of one or more of the uandeisegned whether by opehaflraw or 1 by amyact Of the holder shall release any other of the undersigned; (2) do hereby waive notice of any election, acceptance, demand, prtst, inotro o protest ad notice odef'ault. pres'ntmntn for payment, diligence in collection, and waive, bo the extent permitted by law, all benerat of valuation, apprasnad l eIm ptlpoesunder the laws o)f tue t)isirict of C'olumbia and/or any other State or territory of the United States, and (3) ap~ee. if this note is placd in lihe hands of an attorne,for collection, it pay, en addition to all other sums of money due, all cost of collection and reasonable attorneys' fees.All rights antI remedies of the holder hereunder are cumulative and not alternative. Indulgence by the holder with respectI tu any of the terms$and condinushereio :orii.,ec.| r Ihse failure t" rIe huder to ex ercise any of is rights hereunder hall not ronstitute a waive thereof, and the undersiged shad; rea lia ble foethe st.rict perf'ormian..c of all1 of their undertakings until this note shall be fully paid in accordance with Its terms.'Undcruagned"' as used herein shall include all makers, endorsers, sureties, guarantors or other persons executing this note whether on the face or on the reverse
hereof.his instIrunse'nt shiall he: interpreted in accordance with the laws of the District of Columbia. 

___________________• *on ei ,,,:in. I..€or i f elr'niand i g not muirlp,.
'q ) l, (tfll onj orl before April 18, 1980, 0f the terms of (his mote.
svilii Slit' i iljICC. (Jitl(' fn hill] o11 orb cL l ' o r lavq, ) 9 , 1 9 8 0 .

P i c p l $ _ _ _ _ _ _ _ _ _

fkc'indy [or l sidej t Co:unittee BY: s* Inscrest S ________(Name of orrowr - typed) (Sipnatr'e and Tb e tt ioroser s not Individual) Total Due S_________

'( _. .. lName of Borrower -. typed) (latuenditl if Bormower is not IndividuallDte)e1 25:0 22nd Sreet. N h.W, _______________Sealh U.). N)
'," , ." Stree) (Signature and Title if Borrower is nut Individual)

jj, i " " "%, Lf , ,.J.,,. (. ..........[ ... ,,,,.sea,, OA __________,€,& " State) (Zip bude) iagnai'--'e a ille if Borrower i not Indisiduali 1)/i:.
" : " D "')___________ Seali

t A cco. t N un ihcri 
1. J .% ;la wl i~ rl Ilille it Bo r ,wr ,. not Ind eiduali

1 21,t( siiriiiae, sat I ):,l.S

4r. '7q,%I 
.. ...



,ned at endor~ettj )nintly and icvtlh.Il. ~~ran,te- paymen., ,aive Pre'eendn.5, 0J J! and notce of dathono, or the .,n note and: le the benefits of his and their homestead exeta tns-. Il[ ..s to de obliations hereof. The . ... .ile al.acknowledge, that they have read and* a...eed to be boby te tems ad coditions on the face of this note.

.(Seali

_(Seal)

(Seal)

.(Seal)

(cont inued from the face of the Note of KennedIyfor Prcsident Gonittee to the order o1" I)i:;trict

**interest ZiCcruiit (oti t lie luIJ):i id Iha 1 aulce thbetcof" at a ralte equa I to ();e percet~t (12) ljter
annum jn excess of the Published Priie rate of Citibank, ewr, Ne w y rk . Ca si hinterest rate applicable to the unpaid balance of this Note shall become effective on the
same day as tice said Citibank announces a chane in sai Prm t. Sad, inter hes sh

accre a sad rte romthedat heeof until the loan amount is paid in full, provided

that any payment hereunder shall be applied first to the payment of interest and the balanceon account of the loan amount.

* 

6

*1
6

4041I0 It

. . . . . .. .. . . . .. .. . . .... .. .... .. ....... . . .... . . ... .. ... . .... -.... .. .. .. .... . . . .. .... • ,r . . ,. ., , . . .. . .. .... . -.. . .. ... . -



.Addcndtr'i to Promissory Note dated March 7, 1980, bctween KENNEDY FOR PRESIDENTrCCY.!lIT~qE and DISTRIJT OF COLIUIBIA .,NATIONALd BlANK, VtASIJNGT0N, in the original
princi.pal amount of $¢ 40,000.00. The follow~ing art w'ork will be held as addi-
tional] security on the mentioned loan:

I) C..J. Yao:

2) .Jay Rosenhlun-

-"]1-180 untitled 25X41 serigraph; edition of 200,170 pledged, appratised at .S350.00f for a total
\'alue of S59,500.o0.

!!ll0 "Solo" 25N,14 serigraph; ,P11-80; P'1-100 edi-
tion of 300 (3 states of 100); appraised at $350.00
for a total valuc of $94,500.00; 270 pledged.

KENN,.,lE)Y FOR~ PRES IDENTI CO' ITEE

By:

.. ... . . . . .tI 'fl -C2it ' -- (n Inr1ut ..J '9.l4 ,'
(.N-jre o! iA1:Il9~rr - tP'C

€

"i *;7,. ,jd l,, ~Ih"lPCA ilgnutUfc jr, d I ilkit I~,bht J ~ 't C I z 'di ;u

ISIJI'

,,- l . ....

'U - -

.tI~I,~c-

; Y ,.,. . 6

Ut

,- I, '
Tc~hE~~ -- _,

.91

* --,----,

,/ I ..DV O I '. ... 1 C , ltn:6



A4fbPU*SONr11IAL CORPORATION

R4VS AT LAW

K 5l~TWET, N. W.
0, .o. 30006oo

IA _. 32- li,"-_ . _ .

-037 i-37-U_.

K~s24Ei;PL+

Hr. Frank P. Reiche, ChairmanFederal Election Commission
1325 K Street, N.W.
Washington, D.C.

ATTN: Nancy B. Nathan, Esq.

€o

(0

e~4.
U..
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CRAVATH, SWAONE & MOORE

CHRliTINE iSEiHAR
ROBERT I. IP~rIND

DAVID 0. SROWNWOOD

PAUL N. ODYRq

RICHARD N. ALLfEN

THOMAS R. URNOME

ROBERT 0. JIOPPE

ROBERMT Pt MUILEN

ALLEIN PINKELSON

RONALD S[. ROLPVE

JOl[EIPH R SAHkNID

PAUL C SAUNDERSi

MARTIN L SENZErL

DOUGLAS 0D SOADWATERN

ALAN C. STEPNSNION

RICHARD L HOPPNAN
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MAX R SHULNMAN

WILLIAM Pi. DICKErY

S[TUART W. GOLD

JOHN W. WHITE

JOHN E SEERSBOWLR

ONE CHASE MANHATTAN PLAZA
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T•LErPI4ON•

alE 423-3000

RCA 333053

WUD I25547

WUI 6l80570~

CASLE ADDRE[SSESl

CRAVAT4. N V'

CRAVATH. LONDON £ . I

33 THROGMORVON SYTlREE

LONDON. ECEN EOR. ENGLAtND

2 TE: lElPHONE[: I-005I451

TELE.: SiOiO

RAPIPAX/INPOTEC:

1-OO0-o4,5

April 15, 198V"

The Federal Election Commission
Washington, D. C. 20463

Attention of Ms. Nancy B. Nathan

Re: MUR 1393

Dear Sirs:

Reference is made to Mr. Frank P. Reiche's
letter of March 12, 1982, to Mr. Norborne Berkeley,
President of Chemical Bank, and further with respect
to the attached General Counsel's factual and legal
analysis.

I attach herewith an Affidavit of Robert P.
Conway, a Vice President of Chemical Bank, with respect
to the questions raised, as well as the related exhibits.
Please let me know whether you desire any further infor-
mation with respect to this matter.

Very truly yours,

Richard S. Simmons

Enc ls.

T

DELIVERY BY MESSENGER
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STATE OF NEW YORK, )
) ss.:

COUNTY OF NEW YORK,)

ROBERT P. CONWAY, being duly sworn, deposes and

says:

1. I am a Vice President of Chemical Bank

(Chemical) and was in charge of the lending arrangements

with respect to two loans made by Chemical to the Kennedy

for President Committee (the Committee), one in the amount

of $210,000 on April 18, 1980, and the second in the amount

of $540,000 made on May 2, 1980.

2. There is attached hereto with respect to the

May 2, 1980, loan true and correct copies of the following

documents:

(i) confirmation dated May 2, 1980, of Twichell-

Nichols, print makers, as to completion of certain

editions and a certification of the Treasurer for the

Committee dated May 2, 1980, that the collateral is

currently in possession of Mr. John Nichols;

(ii) appraisal dated April 15, 1980, and stamped

with my receipt, on May 2, 1980;

(iii) confirmation from Mr. Nichols dated May 2,

1980, as to the prints in his possession;

(iv) the Security Agreement relating to the fore-

going.
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3. There is also attached hereto true and correct

copies of further appraisals of April 15, 1980, April 15,

1980, May 9, 1980 (an updating appraisal), and May 23,

1980.

4. There is also attached hereto true and correct

copies of a letter agreement dated April 18, 1980, between

Chemical and the Committee, the Security Agreement and a

letter dated April 18, 1980, from the Treasurer of the

Committee certifying that the collateral covered by the

Security Agreement is in the possession of Mr. Joseph Hakin

of the Park Agency.

5. To the best of my knowledge and belief the

collateral supporting the April 18 loan was as follows:

Artists
Name

Herb Aach

Richard Anuszkiewicz

Ilya Bolotowsky

Nassos Daph !is

Nicholas Kruschenik

Seong Moy

Lowell Nesbitt

Dennis Oppenheim

Numiber ofPrints Held

185

1

135

285

185

85

185

185

AppraisedValue
Per Print

$ 250

9,000

450

350

350

300

400

450

TotalAppraised
Value

= $ 46,250

= 9,000

= 60,750

= 99,750

= 64,750

= 25,500

= 74,000

= 83,250
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David Prentice

Jay Rosenbium

Donald Saff

Total Appraised Value

185

255

110

225

350

500

= $ 41,625
= 89,250

= 55,000

$649,125

6. TO the best of my knowledge and belief the

collateral supporting the May 2 loan was as follows:

Artists
Name

Herb Aach

Richard Anuszkiewicz

Ilya Bolotowsky

Nassos Daphnis

Nicholas Kruschenik

Seong Moy

Lowell Nesbitt

Dennis Oppenheim

David Prentice

Jay Rosenblum

Donald Saff

Les Levine

Leon Polk Smith

Alan Sonfist

Bob Stanley

Harry Koursaros

Gordon Hart

Number ofPrints Held

285

1

135

220

285

85

185

185

285

255

110

285

235

285

100

285

285

AppraisedValue
Per Print

$ 250

9,000

450

350

350

300

400

450

225

350

500

350

500

350

300

375

300

Total Appraised Value

Total
Appraised

Value

= $ 71,250

= 9,000

= 60,750

- 77,000

= 99,750

= 25,500

- 74,000

= 83,250

= 64,125

= 89,250

= 55,000

- 99,750

- 117,500

= 99,750

= 30,000

= 106,875

= 85,500

$1,248,250



7. As additional collateral, there was also avail-

able to Chemical 350 Andy Warhol screen prints, having an

aggregate appraised value of $300,000 (see attached letter

dated February 6, 1980, of Associated American Artists dated

February 6, 1980; letters from Mr. Hakim dated February 11,

1980, and April 17, 1980; and letter from Mr. Conway to the

Committee dated April 28, 1980).

8. The documentation makes adequately clear that

the 265 Krushenick serigraph prints were, in fact, pledged.

Even if the original work by Anuszkiewicz was not available

(and I have no knowledge that this in fact was the case),

the value ascribed to that work was totally immaterial in

light of the total value of the collateral, which value was

well in excess of any collateral value which Chemical would

normally require for a loan secured by works of art. The

two loans in question were handled in the same manner as any

other collateral loan by Chemical of this nature. I have

never been informed, nor to the best of my knowledge has

anyone at Chemical ever been informed, that any of the works

of art that were pledged as collateral did not exist or were

not pledged, and in the case of both loans such works of

art were in the possession of reputable art dealers who

were acting as bailee for Chemical.



Subscribed and sworn to beforeme this ,I, day of April 1982.

/ NoaryPublic

Ntm Pubic. State of New Yolk
Qualified in New York unt / a

Comissl Expre IMc (



PAUL ZERLER RP,...

April 15, 1980 SIo MADISON AVENUE
NEW' YOIIK. N. V. lOW?1

Mr. Robert Conway Or 196.8,o :
Vice President
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Si r:

We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed
artists:

Robert Morris
Robert Rauschenberg
Richard Serra
Jack Youngerman

My background as an Art Appraiser spans a period of over twenty
years. I have served the Insurance Industry as an Art Appraiser
primarily concerned with the authentication of Art and Art Objects. My
services are also retained for the purpose of establishing fair market
values and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal
work for many prestigious law firms and evaluations of estates for
banking institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
Rhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, Florida
Marshall Robinson, c/o Ford Foundation, New York, New York
Associated Press, New York, New York
Beekman Family Foundation, New York, New York



We have visited each of the artists, interviewed them, andjudiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $520,000.

ARTIST

Robert Morris

DESCRIPTION
Lithograph
edition of 300

Untitled
22 x 30

ESTIMATEDUNIT RETAIL
SELLING PRICE

$ 500

- k

Robert Rauschenberg Two editions ofphotographs 1.0 each
Untitled .-,,..

600

TOTAL

$I5G-~OCO-

'2

I aG-,-eOfr

Richard Serra

Jack Youngerman

Serigraphed it ion of ..200
untitled
40 x 53

Serigraph
edition of -0
Swirl -
30 x 32

$5 20-,OD

PAUL Z RLER

750

500

150,000

lO0,OOO)



PAUL ZERLER R.P.C.

May 23, 1980 310 MADISON AVENUE ,

NEW YORK. N. Y. 10017

Mr. Robert Conway 01298-34,o10 .
Vice President
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Sir:

We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed
artists:

Jay Rosenblum Nicholas Kruschenick
Nassos Daphnis Ching Jang Yao .
David Prentice Charles Earley .
Lowell Nesbitt Peter Lobello :
Ilya Bolowtowsky Les Levine

Robert Rauschenberg

My background as an Art Appraiser spans a period of over twenty
years. I have served the Insurance Industry as an Art Appraiser
primarily concerned with the authentication of Art and Art Objects. My
services are also retained for the purpose of establishing fair market
values and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal
work for many prestigious law firms and evaluations of estates for
banking institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Compeny, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
Rhone Mediterranee Insurance Cormpany, Rome, Italy
GeneL-al Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, Florida
Marshall Robinson, c/o Ford Foundation, New York, New York
Associated Press, New York, New York
Beekman Family Foundation, New York, New York



We have visited each of the artists, interviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $1,081,500.

ARTIST

Jay Rosenbl um

DESCRIPTION

Lithograph
3 editions of 100
19 x 38
"Solo"

EST IMAT ED
UNIT RETAI L

SELLING PRICE

$ 350

Nassos Daphnis0
-- David Prentice

-- Lowell Nesbitt

0
I lya Bolowtowsky

Nicholas Kruschenick

Ching Jang Yao

Charles Earley

Lithograph
edition of 75
26 x 42
"SSK II 80"

Lithograph
edition of 275
24 x 34 1/2
Untitled

Li thog raph
edition of 200
24 x 35
"Tulip"

Lithograph
edition of 200
15 x 25 1/2
"Scarlet Vertical Elipse"

Serigraph
edition of 275
30 x 42
"Par Avion"

Li thog raphedition of 200
24 x 36
Untitled

Silkscreen
edition of 200
30 x 40
"Cyclone"

TOTAL
$105, 000

450

225

400

33,750

61,875

80,000

450

350

90,000

86,250

350 70,000

50,000275



ART IST

Peter Lobello

Robert Mangold

Les Levine

DESCRIPT ION

Lithograph
edition of 285
43 x 29
"'7 Tiered Spill"

4 editions of 50
22 1/2 x 30
"Rectangle Within

Three Rectangles"

Serigraph
edition of 275

ESTIMATEDUNIT RETAIL
SELLING PRICE TOTAL

275

550

350

$ 78,375

110,000

86,250

"Tired Earth"

Robert Rauschenberg Seec

Ur

/

S / /

1 spectfu11y submitted,

.rigraphlition of l00(signed) 1,500
lition of 400(unsigned) 200
1/2 x 40

Ititled

$l,081,500

C~-'-~---'
AUIJ ZERLER

7,

150,00080,000



PAUL ZIERLER

May 9, 1980

Mr.* Robert P. Conway
Vice President
Chemical Bank
140 Broadway
New York, NY

R.P.C,.i

MM9 1980

310 MADISION AVENUE

NEW YORK. N. Y. 10017

Dear Sir:

I recently had the opportunity to review my appraisals madepreviously on Herb Aach, Massos Daphnis, Nicholas Kruschenik,
David Prentice and Gordon Hart. The edition sizes have changed.
appraisals based on the new edition numbers are: My

ART IST

Herb Aach

Nassos Daphnis

Nicholas ['ruschenik

David Prentice

Gordon Hart

DESCRI PT ION

Color serigraphedition of 300
"Split Infinity"
30 x 42

Color serigraph
edition of 235
"SSI(-80"
30 x 42

Color serigraph
edition of 300
Untitled
38 x 50

Color serigraph
edition of 300
Untitled

Color serigraph
edition or 300
Untitled
30 x 42

APPRAISAL UNITVALUE

$250

350

350

225

300

Respectfully submitted,

'Paul Zerler



PAUL ZERLER

310O MADlSON AVIENUIE

April 15, 1980 NEWNYORK. N. Y. 10017

@fQ-.9-94,o

Mr. Robert Conway
Vice Pres ident
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Sir:

We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed
artists:

Herb Aach Lowell Nesbitt
Richard Anuszkiewicz Dennis Oppenheim
Ilya Bolotovsky David Prentice
Nassos Daphnis Jay Rosenblum
Nicholas Kruschnik Donald Saff
Seong Moy

My backround as an Art Appraiser spans a period of over
twenty years. I have served the Insurance Industry as an Art
Appraiser primarily concerned with the authentication of Art and
Art Objects. My services are also retained for the purpose of
establishing fair market values and replacement values so that
insurance carriers may properly insure the art. Other areas of my
experience include Estate Appraisal work for many prestigious law
firms and evaluations of estates for banking institutions. The
nature of my profession, dealing primarily with insurance
companies and banks, requires a very conservative evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, ?;ew York
Rhone Mediterranee Insurance Company, Iome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, Florida
Marshall Robinson, c/o Ford Foundation, Nlew York, New York
Associated Press, New York, Mew York
Beekman Family Foundation, New York, New York



4 6We have visited each of the artists, interviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $714,000.

DESCRIPTION

Herb Aach Color serigraph
edition of 200
"Split Infinity"
30 x 42

ESTIMATED
UNIT RETAIL

SELLING PRICE

S 250

TOTAL

$50,000

Richard Anuszkiewicz

Ilya Bolotowsky

Nassos Daphnis

Nicholas Kruschenik

Seong Moy

Lowell Nesbitt

Dennis Qppe nhe im

Acrylic on canvas4 to 5 colors
untitled
48 x 48

Color lithograph
edition of 150
"Red White Blue'
12 x 24

Color serigraph
edition of 300
"SSK-80"
30 x 42

Color serigraph
edition of 200 .
untitled
38 x 50

Color serigraph
edition of 100
"Tranquility"
22 x 30

Black and white
se rig raph
edition of 200
"Grey Iris-80"
30 x 41

Blueprint serigraph
edition 200
"Diamond Cutter's
Wedding"
38 x 50

ARTIST

9,000 9,000

450 67,500

350 105,000

350 70,000

300 30,000

400 80,000

450 90,000



David Prentice

Jay Rosenblum

Donald Saff

Color serigraph
edition of 200 '
unt itied

Color serigraph
'State 1,2,3"
thrtee edt tions
of 100 ...-
20 x 41

Hand colored
etching
edition of 125
'Trophy for John"
17 x 14

225

350

500

45,000 i

105,000

62,50 0 <3T"'

GRAND TOTAL: $714-,000

j /
Respect fulI -sa bm itted,

PAUL ZERL R.



PAUL ZERLER R.P.C.
ot 4~"~ MAY 2 19i

,o tim , W, u+ar

Aoril 15, 1980 31MO•NWU
- NEW YORK. N. Y. 10017 !

Mr. Robert Conway
Vice President i
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Sir-

~We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed
artists:

Les Levine Bob Stanley
Gary Rich Gordon Hart
Leon Polk Smith Harry Koursaros +
Alan Sonfist

My background as an Art Appraiser spans a period of over twenty
years. I have served the Insurance Industry as an Art Appraiser
primarily concerned with the authentication of Art and Art Objects. My
services are also retained for the purpose of establishing fair market
values and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal
work for many prestigious law firms and evaluations of estates for
bankinq institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the folloviing
institutions, among others:

Aetna Life & Casualty Company, N;ew York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
I hone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, INew York, New York
Chase Manhattan Bank, International Division, New York, Uew York
';ationa1 Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York, New York
Associated Press, New York, New York
Beekman Family Foundation, New York, hew York



S We have visi~kd each of the artists, in~viewed them, andjudiciously appra~ d the art reflected here The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $667,500.

ARTIST DESCRIPTION_

J~es Levine

Gary Rich

Leon Polk Smith

Alan Sonfist

Rob Stanley

Gordon H~art

Harry Koursaros

EST IMATED
UNIT RETAIL

SELLING PRICE

Serigraph $ 350edition of 300 .
"State of Consciousness"
25 x 38

Serigraphedition of 300
"Naive Artist"

Color serigraph
edition of 250
Untitled"
30 x 41

Hand colored lithographedition of 3(0O
Untitled
30 x 40

Serigraph
1 Standard edition of 14)0
1 Deluxe edition of 100
"Boston Beans"
32 x 40

Color serigraphedition of 250
Unt itled
30 x 42

Serigraph
edition of 300
"Ka rm i"
24 x 38 1/8

250

500

350

300
400

300

375

//

Respectf

PAUL ZER

submitted,

TOTAL

$105,000

75,000

125,000

105,000

30,000

40,000

75,000

112,500

$667,500



KENN5DY FOR PR5SIDENT "
May 2, 1980

Chemical Bank
140 Broadway
New York, New York 10015

Attention of Robert P. Conway, Vice President

Dear Sirs:

As treasurer of the Kennedy for President Committee, I
have been authorized by the officers of the Committee to sign,
agree to, and execute and deliver to Chemical Bank a Letter
Agreement and a Security Agreement both dated May 2, 1980,
between the Committee and Chemical Bank, and such additional
agreements, instruments, financing statements and other documents
as the Bank may require, in connection with a loan being made by
Chemical Bank to the Committee.

Specifically, the officers of the Committee have authorized
me to borrow money, not to exceed $200,000.00 from Chemical Bank.
The loan shall be in the form of a demand note at one-half percent
above the prime interest rate of Chemical Bank. Further, I have
been authorized to pledge as security for this loan the collateral
described in the Security Agreement. This collateral is currently
in the possession of Mr. John Nichols, 75 Zrand Avenue, New York,
New York 10013.

Sincerely,

Treasurer

1250 22ND STREET N.W WASHINGTON D.C. 20037 TELEPHONE: (202) 861-6000

A copy of our report is filed with the Federal Election Commission

and is available for purchase from the Federal Election Commission. Washington. D.C.



TWICHELL - NICHOLS
Printuakera

75 GRAND STREET, NEW YORK, NEW YORK 1001

May 2, 1980

Kennedy for President Committee1250 22nid Street, N.W.
Washington, D.C. 20037

Attention of Len Conway

Dear Mr. Conway:
This letter will confirm completion of the following

editions:

Nicholas Krushenick
Nassos Daphnis
Herb Aach
David Prentice

300235
300
300

John Nichols



'p 75 GRAND SREET
NEW YORK[, NEW YORK 10013

May 2, 1980

Chemical Bank
140 Broadway
New York, NY 10015

Attention of Robert P. Conway, Vice President

Dear Sirs:

In connection with a loan being made by you to the Kennedy
for President Committee (the "Committee"), pursuant to a Letter
Agreement of even date between the Committee and secured by a
Security Agreement of even date, a copy of which is in my

O possession:

(1) As agent of the Committee I have possession of the
'- collateral described as:

"-- 285 serially numbered (16 through 300) States of

Consciousness color serigraphs each signed by Les Levine;

-- 235 serially numbered (16 through 250) untitled color

serigraphs each signed by Leon Polk Smith;

285 serially numbered (16-300) Views of America color
0 lithographs each signed by Alan Sonfist;

" 85 serially numbered (16-100) Boston Baked Beans color

T serigraphs each signed by Bob Stanley;
O 100 serially numbered (1-100) Boston Baked Beans deluxe

color serigraphs each signed by Bob Stanley;

285 serially numbered (16-300) untitled color serigraphs
each signed by Gordon Hart; and

285 serially numbered (16-300) Kari color serigraphs
each signed by Harry Koursaros.

(2) The collateral will be stored at my office, 75 Grand
Street, New York, New York, or at a place or places
approved by you in writing and released in whole or in
part, for transfer to a contributor or purchaser only



• • 0* Chemical Bank
Page Two

upon the presentation of a written release from the
bank.

/. John Nichols



SECURITY AGREEMENT dated May 2,
1980, between CHEMICAL BANK, a New

York banking corporation (hereinafter

called the Bank) and the KENNEDY FOR
PRESIDENT COMtMITTEE (hereinafter

called the Bcrrower).

1. Definitions. (a) "Liability" or "Liabilities"
includes all liabilities (primary, secondary, direct con-

tirngent, sole, joint or several) due or to become due, or
that may be hereafter contracted or acquired, of Borrower
to Bank, Cb) "Proceeds" means whatever is received when
Collateral is sold, exchanged, leased, collected or other-

O wise disposed of and includes the account arising when

the right to payment is earned under a contract, (c) "Secur-
ity Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an

5 obligation, Cd) "Collateral" means the following described

roer- in w hich the Bank has a Security Interest:

--- (1) 235 serially numbered (16 through 300) States of
Consciousness color serigraphs each signed by Les Levine;

__ (2) 235 serially numbered (16-230) untitled color

serigraphs each signed by Leon Polk Smith;

(3) 285 serially numbered (16-300) Views of America
oD color lithographs each signed by Alan Sonfist;

coor4) 83 serially numbered (16-100) Boston Baked Beans
O colorserigraphs each signed by Bob Stanley;

(5) 100 serially numbered (1-100) Boston Baked Beans
deluxe color serigraphs each signed by Bob Stanley;

(6) 235 serially numbered (16-300) untitled color
serigraphs each~ signed by Cordon Hart; and

(7) 285 serially numbered (16-300) Karmi color
serigraphs each signed by Harry Koursaros.



,i (2) Security Interest. As security for the payment of

all loans now or in the future made hereunder and all other
liabilities of Borrower to Bank, Borrower hereby grants to
Bank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank
that (a) the Collateral was especially prepared for
the exclusive use of the Borrower and (b) Borrower is, and has
been from the time of its preparation, the sole lawful owner
of the Co:LJate~al, free and clear of any liens and encumbrances,
and has the right and power to pledge, sell, assign and transfer
absolute title thereto to the Bank and that no financing state-
ment covering the Collateral, other than the Bank's, is on file
in any public office.

3. Use of Collateral. The Collateral will be used
primarily as a premium for contributions to Borrower. The

O custodian shall be John Nichols. The Collateral will be

stored at the offices of the custodian at 75 Grand Street,
New York, New York, or at such other place or places as
the Bank shall approve in writing, and released, in whole or
in part, by the custodian for transfer to a contributor or

9 purchaser only upon the presentation of a written release from

the Bank.

4. Insurance. Borrower will have and maintain insurance
0 on the Collateral until this agreement is terminated against

__ all expected risks to which it is exposed, including fire,
theft and those which the Bank may designate, such insurance

" to be payable to Bank and Borrower as their interests may
appear; all policies shall provide for ten (10) days' written

o minimum cancelation notice to the Bank. Bank may act as
attorney for Borrower in obtaining, adjusting, settling and

~canceling such insurance.

5. Default. Default shall exist hereunder (1) if
". 9 the Borrower shall fail to pay any amount Of the Liabilities

when due, (2) if the Borrower shll or shall attempt to (a)
~remove or allow removal of the Collateral from the offices of

the custodian or such other place or places as the Bank has
approved. in writing, without a written release of the Collateral,
or any part thereof, from the Bank, (b) sell, encumber or other-
wise dispose of the Collateral or any interest therein without
a written release of the Collateral, or any part thereof, from
the Bank, (c) conceal, hire out or let the Collateral, (d) misuse
or abuse the Collateral , or (e) use or allow the use of the
Collateral in connection with any undertaking prohibited by law,
(3) if bankruptcy or insolvency proceedings shall be instituted by

or against the Borrower, 4) if the Collateral shall be attached,
levied upon, seized in any legal proceedings, or held by virtue



of any lien or distress, (5) if the Borrower shall make any

assignment for the benefit of creditors, (6) if the Borrower

shall fail to pay promptly all taxes and assessments upon the

Collateral or the use thereof, (7) if the Bank with reasonable

cause determines that its interest in the Collateral be in

jeopardy, or (8) if Borrower should fail to keep the

Collateral suitably insured. In the event of default or the

breach of any undertaking of or conditions to be performed by

the Borrower Cl) all liabilities shall become immediately

due and payable, and (2) the Borrower agrees upon demand to

deliver the Collateral to the Bank, or the Bank may, with or

without legal process, and with or without previous notice or

demand for performance, enter any premises wherein the Collateral

may be, and take possession of the same, together with any-
thing therein; and the Bank may make disposition of the

Collateral subject to any and all applicable provisions of the
O law. If the Collateral is sold at public sale, Bank may

purchase the Collateral at such sale. The Bank, provided it

has sent the statutory notice of default, may retain from the

proceeds of such sale all reasonable costs incurred in the said
taking and sale and also, all sums then owing by the Borrower,
and any overplus of any such sale shall be paid to the Borrower.

-- 6. General Agreements. (a) Borrower agrees to pay

the costs of filing financing statements and of conducting

O searches in connection with this Agreement. (b) Borrower

acrees to allow the Bank through any of its officers or agents,

-- at all reasonable times, to examine or inspect any of the
~Collateral and to examine, inspect and make extracts from

the Borrower' s books and records relating to the Collateral.

oD (c) Borrower will promptly pay when due all taxes and assess-

ments upon the Collateral or for its use or operation or upon
~the proceeds thereof or upon this Agreement or upon any instru-i eto instruments evidencing the Liabilities. (d) At its

option, the Bank may discharge taxes, liens or security
9 interests or other encumbrances at any time levied or placed

on the Collateral, and may pay for the maintenance and preser-
CO vation of the Collateral, and the Borrower agrees to reimburse

the Bank on demand for any payment made or any expense incurred
by the Bank pursuant to the foregoing authorization, including
counsel fees and disbursements incurred or expended by the Bank
in connection with this Agreement. (e) Borrower hereby authorizes
the Bank to file the financina statement and any amendments
thereto without the signature of Borrower. Such authorization

is limited to the security interest granted by this Agreement.

(f) The Bank shall not be deemed to have waived any of its

riahts hereunder or under any other agreement, instrument or
paper sianed by_ the Borrower unless such waiver is in writing

and srcned by the Bank. No delay or omission on the part of the

Bank in exeroisinc any riaht shall operate as a waiver thereof
or of any other right. A waiver upon any one occasion shall n ot
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be construed as a bar or a wai'ver of any right or remedy on
any future occasion. Al] of t,,e rights and remedies of the

Bank, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised

•singly or concurrently.

7. Execution by Bank. This Agreement shall take
effect immediately upon execution by the Borrower, and the
execution hereof by the Bank shall not be required as a condition.
to the effectiveness of this Agreement. The provision for

execution of this Agreement by the Bank is only for purposes
of filing this Agreement as a Security Agreement under the
Uniform Commercial Code, if execution hereof by the Bank is

required for purposes of such filing.

O KENNEDY FOR PRESIDENT COMMITTEE,

Icaroly A. eed, Treasuer
12250 22nd Street, N.W.

.. Washington, D.C. 20037

0
- CHEMICAL BANK,

-"by /

New York, NY 10015



UCC One General

This FINANCING STATEMENT is presented to a Filing Officer Maturity date (if any):
for filing pursuant to the Uniform Commercia Code

1. Debtor~s) Name (Last Name First) 2. Debtor(s) Complete Address(es) For Filing Ofiier
KENN M9 RES IDENT CHEMICL BAN~K (Date, ime, and
12 50 2 2nd St. N.W. 14 0 Broadway Number)
Washington, D. C. 22037 New York, N.Y. 10015
3. &, 4. Secured Party(les) and 5. & 6. A ssnee(s) of Secured

Complete Addres(es) Party(ies) and Complete
Addease8)

7. This financing statement covers the followingl types (or items) of property: (Descrbe)

All of the property described in Exhibit A hereto.

(If coilateral is crops) The above described crops are growing or ar to be grown a:(Describe Real Estate)

be affixed to: (Descibe Real Estate)

9. This statement to be returned after recordatlon to Secured Party, shown above or to ______

Signature(s) /,rtY~4) or Assignee(s)

~ ~
for KENNEDY FOR PRESIDENT~

COMMITTEE
LERN R WB CO.,M53E St. RN.WWhnn.DC 

00

Type or Print Nunes Clearl blow Signature.

LERNER LAW BOOK CO.. 535 St., N.W.. WeAlneton. D.C. 20001

9



O O Exhibit A

All of the property listed below and whatever is received when
such property is disposed of and all proceeds thereof includ-
ing any account arising when a right to payment is earned under
a contract:

(1) 285 serially numbered (16 through 300) "States
of Consciousness" color serigraphs each signed by Les Ievine;

(2) 235 serially numbered (16 through 250) untitled
color serigraphs each signed by Leon Polk Smith;

(3) 285 serially numbered (16 through 300) "Views
of America" color lithographs each signed by Alan Sonfist;

(4) 85 serially numbered (16 through 100) "Baked
Beans" color serigraphs each signed by Bob Stanley;

(5) 100 serially numbered (1 through 100) "Baked
Beans" deluxe color serigraphs each signed by Bob Stanley;

(6) 285 serially numbered (16 through 300) "Kari"'
color serigraphs each signed by Harry Koursaros;

(7) 100 serially numbered (201 through 300) "Split
Infinity" color serigraphs each signed by Herb Aach; and

(8) 100 serially numbered (201 through 300)
untitled color serigraphs each signed by Nicholas Kruschenik.

(9) 285 serially num~bered (16 through 300)
untitled serigraphs each signed by Gordon Hart.



CI-emICAL BANK
140 Broadway

New York, N. Y. 10015

April 18, 1980

Kennedy for President Coimmittee
1250 22nd Street, N.W.
Washington, D.C. 20037

Attention of William C. Oldaker

Dear Sirs:

You have requested the undersigned to lend to y'our Coniittee
O $210,000.00 to be evidenced by your Commnittee's promissorx- note

payable to the order of the undersigned and to be substantially
*4." in the form attached hereto as Exhibit A (hereinafter called "the
e Note"). It is understood that such loan shall be payable on demand

and shall bear interest at 1/2 of 1% per annum above the rate from
.-- tine to time in effect of the undersigned for prime coiuvercial loans

of 90-day maturities (hereinafter called the "prime rate"), such
o interest rate to change as of the opening of business on any day

on which the prime rate shall change. Interest shall be computed
-" on the basis of the actual numnber of days elapsed over a 360-day year
"T and shall be paid on the first of each month coimnencing M[ay 1, 1980,

until payment in full of the principal of such loan. The loan is
o subject to prepaymnent, such prepayment to be applied first to

accrued and unpaid interest on the loan, and then to the unpaid
" principal amount of the loan.

~In consideration of the undersigned's agreement to make such
O loan, you hereby agree, by your execution hereof, to execute a

Security Agreement of even date securing this loan and all prior loans
C (hereinafter called the "Prior Loans") made pursuant to Letter Agree-

ments dated November 15, 1979, February 11, and March 14, 1980,
between the undersigned and your Committee. In connection therewith,
you agree to deposit all moneys received for contributions relating
to the Collateral (as that term is defined in such Security Agreement)
in an account maintained ith the undersigned designated for that
purpose until payment in full of the principal and interest on such
loan. You also hereby authorize the undersigned to charge such account
for payments of principal and interest on such loans.
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Pursuant to the Letter Agreement dated November iS, 1979,

between you and the undersigned, you have obtained policies insuring
without any condition the life of Senator Edward M. Kennedy and insuring
in the event of any permanent disability which prevents Senator Edward M.
Kennedy from effectively pursuing the nomination for presidential candi-
date, each in the amount of $1,150,000. The undersigned has been
designated as beneficiary thereof up to such amount as is required to
pay in full the aggregate principal amount of the Prior Loans of
$199,074 and any accrued interest thereon. Such policies contain
endorsements to the effect that they may not be canceled or terminated
or the beneficiary" changed without the prior written consent of the
undersigned. You hereby agree that the undersigned's interest in
such policies insuring Senator Edward M. Kennedy shall be increased
to the extent of any accrdled interest on and unpaid principal amount
of the Note and all other obligations of the Counttee to the under-
signed under this Letter Agreement; it being understood that the
undersigned will consent to the cancelation of the policies upon
paymnent in full of the principal of and interest on the Prior Loans

O and the Note, and the undersig ned will further agree to periodic
reduction& in t~he amount of coverage as the principal of such loans

" " is reduced.

In order to induce the undersigned to make this loan, you hereby
-- represent and war-rant to the undersigned that (a) you are a political

corrmittee duly established and in compliance with 2 U.S.C. Sec. 433 and
O that you will comply with 2 U.S.C. Sec. 434 and that all contributions
.-- solicited by you shall be in ccmnpliance with 2 U.S.C. Sec. 441a; (b) no

authorization, consent, approv*al, license, exemption of or filing or
~registration w:ith any court or governmental department, conmmission,

board, bureau, agency or instrtunentalitv is or will be necessary to
~the valid execution, delivery or performance by ,ou of this Letter

Agreement, the note or the Security Agr~eement; and (c) you have
~~incurred no unusual forward or lcng-term commf~ments or claims which

are substantial i n amount in relation to your nroiected receipts fromj" contributions and from the Secretar.y of Treasury uder 26 U.S.C. Sec. 9037.

This Letter Agreement shall be governed by and construed under
~the laws of the State of New York and is not subject to amendment,

waiver or modification unless the same shall be in wrTiting.

You shall pay all costs and exp enses in connection with this
Letter A~reenernt and the loan.



-3-

If the foregoing is agreeable to you, please so indicate bysigning the enclosed copy of this letter.

Very truly yours,

CHemICAL BANK,

by/

Accepted and agreed to this
18th day of April 1980.



SECURITY AGREEMENT dated April 18,
1980, between CHEMICAL BANK, a New
York banking corporation (hereinafter
called the Bank) and the KENNEDY FOR
PRESIDENT COMMITTEE (hereinafter

called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities"
includes all liabilities (primary, secondary, direct con-
tingent, sole, joint or several) due or to become due, or
that may be hereafter contracted or acquired, of Borrower
to Bank, (b) "Proceeds" means whatever is received when
Collateral is sold, exchanged, leased, collected or other-
wise disposed of and includes the account arising when
the right to payment is earned under a contract, (c) "Secur-
ity Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an
obligation, (d) "Collateral" means the following described

S property in which the Bank has a Security Interest:

,,. (1) 185 serially numbered (16 through 200)
Split Infinity color serigraphs each signed by Herb Aach;.

(2) one acrylic on canvas four to five colors
" untitled signed by Richard Anuszkiewicz;

03 (3) 135 serially numbered (16 through 150)

-- Red, White and Blue color lithographs each signed by Ilya
Bolotowsky;

(4) 285 serially numbered (16 through 300) SSK-BO
oD color serigraphs each signed by Nassos Daphnis;

" (5) 185 serially numbered (16 through 200) untitled

~color serigraphs each signed by Nicholas Kruschenik;
Q (6) 85 serially numbered (16 through 100) Tranquility

color serigraphs each signed by Seong May;

(7) 185 serially numbered (16 through 200) Grey Iris-BO
black and white serigraphs each signed by Lowell Nesbitt;

(8) 185 serially numbered (16 through 200) Diamond
Cutter's Wedding blueprint serigraphs each signed by Dennis Oppenheim;

(9) 185 serially numbered (16 through 200) untitled color
serigraphs each signed by David Prentice;

(10) 85 serially numbered (16 through 100) State 1 color
serigraphs each signed by Jay Rosenbium;

(11) 85 serially numbered (16 through 100) State 2 color
serigraphs each signed by Jay Rosenblum;

(12) 85 serially numbered (16 through 100) State 3 color
serigraphs each signed by Jay Rosenbium; and



-2- a(13) 110 srially numbered (16 throu' 125) Trophy
for John hand colored etchings each signed by Donald Saff.

(2) Security Interest. As security for the payment of
all loans now or in the future made hereunder and all other
liabilities of Borrower to Bank, Borrower hereby grants to
Dank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank '

that (a) the Collateral was especially prepared for the
exclusive use of the Borrower and (b) Borrower is, and has
been from the time of its preparation, the sole lawful owner
of the Collateral, free and clear of any liens and encumbrances,
and has the right and power to pledge, sell, assign and transfer
absolute title thereto to the Bank and that no financing state-
ment covering the Collateral, other than the Bank's, is on file
in any public office.

3. Use of Callateral. The Collateral will be used
primarily as a premium for contributions to Borrower. The

* custodian shall be Joseph E. Hakim. The Collateral wlbestored
at~ ~ ~~~~~~~~~~wl thbfie ftecsoini ut 01 0 akAene

Ne ok eYro at sfieso h uco ther placuie or21 place Pas thenBank
Nesal apo ew inrk wrng and releasted, nlwoe or ince ate Byth
cstdan fopro trnsertog antrutresd or puhaer nl ponb the

-- presentation of a written release from the Bank.

0) 4. Insurance. Borrower will have and maintain insurance

-- on the Collateral until this agreement is terminated against
all expected risks to which it is exposed, including fire,
theft and those which the Bank may designate, such insurance
to be payable to Bank and Borrower as their interests may

o appear; all policies shall provide for ten (10) days' written
minimum cancelation notice to the Bank. Bank may act as
attorney for Borrower in obtaining, adjusting, settling and
canceling such insurance.

O 5. Default. Default shall exist hereunder (1) if

the Borrower shall fail to pay any amount of the Liabilities
when due, (2) if the Borrower shall or shall attempt to (a)
remove or allow removal of the Collateral from the offices of
the custodian or such other place or places as the Bank has
approved in writing, without a written release of the Collateral,
or any part thereof, from the Bank, (b) sell, encumber or
otherwise dispose of the Collateral or any interest therein without
a written release of the Collateral, or any part thereof, from
the Bank, Cc) conceal, hire out or let the Collateral, (d) misuse
or abuse the Collateral, or (e) use or allow the use of the
Collateral in connection with any undertaking prohibited by law,
(3) if bankruptcy or insolvency proceedings shall be instituted by
or against the Borrower, (4) if the Collateral shall be attached,
levied upon, seized in any legal proceedings, or held by virtue
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of any lien or distress, (5) if the Borrower shall make anyassignment for the benefit of creditors, (6) if the Borrower
shall fail to pay promptly all taxes and assessments upon the
Collateral or the use thereof, (7) if the Bank with reasonable
cause determines that its interest in the Collateral be in
jeopardy, or (8) if Borrower should fail to keep the
Collateral suitably insured. In the event of default or the
breach of any undertaking of or conditions to be performed
by the Borrower (1) all liabilities shall become immediately
due and payable, and (2) the Borrower agrees upon demand to
deliver the Collateral to the Bank, or the Bank may, with or
without legal process, and with or without previous notice or
demand for performance, enter any premises wherein the Collateral
may be, and take possession of the same, together with any-
thing therein; and the Bank may make disposition of the
Collateral subject to any and all applicable provisions of the
law. If the Collateral is sold at public sale, Bank may
purchase the Collateral at such sale. The Bank, provided it
has sent the statutory notice of default, may retain from the

Q proceeds of such sale all reasonable costs incurred in the said
__ taking and sale and also, all sums then owing by the Borrower,

and any overplus of any such sale shall be paid to the Borrower.

6. General Agreements. (a) Borrower agrees to pay
-- the costs of filing financing statements and of conducting

searches in connection with this Agreement. (b) Borrower
0 agrees to allow the Bank through any of its officers or agents,

._ at all reasonable times, to examine or inspect any of the
Collateral and to examine, inspect and make extracts from

" the Borrower's books and records relating to the Collateral.
(c) Borrower will promptly pay when due all taxes and assess-

C ments upon the Collateral or for its use or operation or upon
~the proceeds thereof or upon this Agreement or upon any instru-

ment or instruments evidencing the Liabilities. (d) At its
Coption, the Bank may discharge taxes, liens or security
Q interests or other encumbrances at any time levied or placed

on the Collateral, and may pay for the maintenance and preser-
vation of the Collateral, and the Borrower agrees to reimburse

C the Bank on demand for any payment made or any expense incurred
by the Bank pursuant to the foregoing authorization, including
counsel fees and disbursements incurred or expended by the Bank
in connection with this Agreement . (e) Borrower hereby authorizes
the Bank to file~the rinancing statement and any amendments
thereto without the signature of Borrower. Such authorization
is limited to the security interest granted by this Agreement.
(f) The Bank shall not be deemed to have waived any of its
rights hereunder or under any other agreement, instrument or
paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof
or of any other right. A waiver upon any one occasion shall not



be construE as a bar or a waiver of any right or remedy on
any future occasion. All of the rights and remedies of the
Bank, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised
singly or concurrently.

7. Execution by Bank. This Agreement shall take
effect immediately upon execution by the Borrower, and the
execution hereof by the Bank shall not be required as a condition
to the effectiveness of this Agreement. The provision for
execution of this Agreement by the Bank is only for purposes
of filing this Agreement as a Security Agreement under the
Uniform Commercial Code, if execution hereof by the Bank is
required for purposes of such filing.

KENNEDY FOR PRESIDENT COMMITTEE,

9v 1250 22nd Street, N.W.
Washington, DC 20037

--- CHEMICAL BANK,

140 Broadway N
New York, NY 10015



KENNEIDY FOR PR DE NT
April 18, 1980

Chemical Bank
140 Broadway
New York, New York 10015

Attention of Robert P. Conway, Vice President

Dear Sirs:

As treasurer of the Kennedy' for Preside 'ui Connit tee, I have been
*authorized by th~e officers of the Conuittee ::o sign, agree to, and execute

and deliver to Chemical Bank a Letter Agreerent and a Security Agreement
:: both dated April 18 , 1980, between the Coimttee and Chemical Bank, and such

additional agreements, instruments, financing statements and other documents
as the Bank may require, in connection with a loan being made by Chemical

._ Bank to the Connittee.

O Specifically, the officers of the Conuittee have authorized me to
borrow noney, not to exceed $210,000.00 from Chemical Bank. The loan

-" shall be in the form of a deiund ngte at one half percent above the prim
.. interest rate of Cheical Bank. Further, I have been authorized to pledge
S as security for this loan the collateral described in the Security Agreement.
, This collateral is currently in the possession of Mr. Joseph Hakim, Park

Agency, Suite 3021, 200 Park Avenue, New York, New York.
"-

- Sincere ly,

A-E.-

¢ Carolyn Reed:
Treasurer

1250 22ND STREET N.W WASHINGTON D.C. 20037 TELEPHONE: (202) 8616000
A copy of our report is filed with the Federal Election Commission

.nd is available for purchase from the Federal Election Commission, Washington. D.C.



663 FIFTH AVENUE NEW YORK, N.Y. 10022

PLAZA 5-4211

February 6, 1980

Mr. Robert Conway
Chemical Bank
140 Broadway
New York, N.Y. 10005

Dear Mr. Conway:

I have been President and Director of Associated American Artists since 1958.
r-t . AAA is a gallery which specializes in original prints. I am a Member of the

Art Dealers Association of America and have served on the Board of Directors
" for 8 years and as Vice President for 4 years.

I have examined the 2 screen prints with glitter created by ANDY WARHOL of
_ EDWARD KENNEDY.

--- I understand the edition consists of 350 impressions.

Ca A regular edition of 300 in two colors numbered 1/300 through 300/300 and is to be
. signed by the artist.

r- Also a deluxe edition of 50 with a red, white and blue background (which I suggest
be numbered in Roman numerals) and is to be signed by both the artist and Mr.

:, Kennedy.

I believe the fair market value for the regular edition to be $750 per print and the
7alue of the de edition $1,500 per print.

Sincerely,/ %-._

Sylvan Col ; , Jr.

SC/jmt -

Cc; William Silverman

Director: SYLVAN COLE, JR. Cables: ARTA MER ST Subsidiary: ASSOCIATEO INTERNATIONAL ARTISTS
Member: ART ODEALERS ASSOCIATION OF AMERICA



CHEMICALDAN(

140 B'oadwa. New York, NY 10005 Rober P. Conway
re! (2121 7702671 ViCe ,feaeea

April 28, 1980

Kennedy for President Cconxnittee
1250 22nd Street N.W.
Washington, D.C. 22037

Attention of W.C. Oldaker, Esq.

C hange in Location of Warhol Prints

Dear Sirs :

In connection with a Security Agreement dated.

February 11, 1980, between you and the undersigned, this is

to notify you that Chemical Bank hereby consents to storage

of the Collateral (as such term is defined in said Security

Agreement) at the offices of the custodian, Joseph E. Hakim,

Suite 3021, 200 Park Avenue, New York, N.Y. 10017.

Very truly yours,

Chemical Bank,

by _.. , f

Copies to Mr. Joseph E. Hakim -
Suite 3021
200 Park Avenue
New York, N.Y. 10017

Cravath, Swaine & Moore
1 Chase Manhattan Plaza
New York, N.Y. 10005

Attention of David Harari, Esq.



~ ROOM 303t

0 PARK AVENUEr

NE.W YORK. N. Y. 10017
94O-4GOO

April 17, 1980

Mr. Robert P. Conway
Vice President
Chemical Bank
140 Broadway
?ew York, NY 10005

Dear Bob:

This is to confirm to you that as of March 7, 1980, I
obtained custody of 300 black and white Warhol prints, and 50 red,
white and blue prints.

Sincerely,

Joseph E. Hakim'7-

JEH/jvl

cc: David Harari



200 PARK AVENUE
NEW YORK, NY 10017

February 11, 1980

Chemical Bank
140 Broadway
New York, NY 10015

Attention of Robert P. Conway, Vice President

Dear Sirs:

In connection with a loan being made by you to the
Kennedy for President Committee (the "Committee"), pursuant
to a Letter Agreement of even date between the Committee
and you secured by a Security Agreement of even date, a copy
of which is in my possession:

(1) As agent of the Committee I have possession of
the collateral described in the Security
Agreement;

(A) 300 serially numbered (1 through 300)
Warhol Kennedy 80' black and white
art prints signed by Andy Warhol; and

(B) 50 serially numbered (1 through 50)
Warhol Kennedy 80' Deluxe Edition red,
white and blue art prints signed by
Andy Warhol.

(2) The collateral will be stored at the offices
of Miles Rueben, Esq., 375 Park Avenue,
New York, New York and released in whole or in
part, for transfer to a contributor only upon
the presentation of a written release from the
bank.

Very truly yours,

Joseph E.Hi
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The General Counsel's factual and Legal Analysis identi-

fies three categories of possible violations by the Kennedy

for President Committee ("Committee"): (1) unreported and

inadequately documented receipts, (2) possible violations of

2 U.S.C. S44lb through bank loans, and (3) alleged excessive

contributions. As the bank loan issue has no rational relation-

ship to the other two categories of violations (other than

that the questions arose during the audit) the Committee is

responding to those allegations in a separate document.

I. Unreported and Inadequate Documented Receipts

__ The General Counsel's Factual and Legal Analysis ("Gen-

" " eral Counsel's Analysis") accuses the Committee of:

oD (1) continued failure to report $17,500.49 in receipts.

(2) inadequate documentation to support $14,583.57 in

C receipts of state and scheduling accounts.

G.C. Analysis, p. 2.

The General Counsel's Analysis asserts that the Committee

failed to report receipts of $17,500.49 and keep an account

of $14,583.57. The only authority cited for this proposition

is the Final Audit Report. GC Analysis, p. 2. No evidence

is provided. The Final Audit Report in fact makes no such

claim. It does not even mention these receipts. We are not

aware of a secret Final Audit Report prepared in addition to

the public Final Audit Report. If there is such a document,
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we are entitled to see it. We therefore must assume the GC

Analysis' reference is erroneous. No other evidence is

presented. No copies of bank statements are identified, no

auditors' worksheets, no deposit slips to support this

allegation. Merely a bald, factually incorrect assertion

that the Final Audit Report says the Committee erred. Even

for a reason to believe finding, the Commission should re-

quire the General Counsel to present some evidence. Here

there is none.

The Committee does not know whether this assertion is

factually correct or a mathematical error by the auditors.

__ We do not believe the burden is on us to prove we have not

~violated the Act. Rather, at this stage, the burden is on

oD the General Counsel to present some evidence to support at

least a reason to believe finding. It is quite possible

that these discrepancies are unitemized receipts that have

in fact been previously reported and for which individual

records need not be kept. See 2 U.S.C. S432(c). We have

amended our reports, acting solely on the auditors' recom-

mendations, to include the receipts we could verify, but it

is also possible that all this is not our mistake but the

auditors. Without the FEC auditors' workpapers and sup-

porting documentation there is no way to verify the accuracy

of their work. Because the burden of proof is on the Com-

mission it is not our responsibility to attempt the expen-
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sive review of our records that would be necessary to prove

a negative.

The allegations would seem to derive from the fact that

$52,602.79 in deposits to state and scheduling accounts that

could not be traced back to transfers from the Committee's

national accounts. In response to the Interim Audit Report

the Committee wrote to the banks where the accounts were

maintained to obtain documentation on the deposits so that

we could accurately amend our reports if necessary. Some of

the banks sent back illegible documentation and one bank

stated that it did not keep microfilm records of deposits.

A second request was sent to those banks that had provided

illegible documentation, but some of the documentation re-

ceived in response was still ellegible.

On May 20,1981, the Committee amended its reports to

reflect the information obtained from the banks. The Com-

mittees' accountant may have inadvertently failed to include

as unitemized receipts the deposits for which legible docu-

mentation could not be obtained. The Committee has filed

under protest a comprehensive amendment to correct this

error on April 12, 1982.

There is little else the Committee can do to rectify

this if it is an error, which is less than clear.

Even, assuming arguendo that the Committee did not

timely report these contributions, the Commission should
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consider, in reviewing this alleged discrepancy two factors,

First, the Act provides that:

When the treasurer of a political
committee shows that best efforts have
been used to obtain, maintain, and submit
the information required by the Act for
the political committee, any report or
any records of such committee shall be
considered in compliance with this Act or
Chapter 95 or 96 of Title 26.

2 U.S.C. S432(h)(2)(i). 11 C.F.R. S102.9(d) provides that

the best efforts test is satisfied by one written request

~for the missing documentation. See also H.R. Rep. NO. 422,

--" 96th Cong. 1st Sess., 14 (1979). Here, the Committee has

0D made every reasonable attempt to comply. The Commission

m accordingly should hold that the best efforts test has been

satisfied and the Committee is in compliance with the Act.

. The Commission should also consider this matter in its

~proper perspective. According to the Commission's Reports

on financial Activity 1979-1980, Final Report, Presidential

Pre-Nomination Campaigns, the Kennedy for President Committee

had total receipts of $16,736,948. The inclusion of the

unreported $17,500 would raise this total to $16,754,448.

We are therefore concerned with failure to report and

adequately document one tenth of one percent of the Committee's

total receipts. Certainly a Committee that has accurately

reported 99.9% of its receipts should be considered to be in

substantial compliance with the Act and to have met the best
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efforts test.!/
The Committee believes reasonableness should govern the

Commission's review of this matter. 99.9% accuracy is plainly

adequate compliance with the Act. We dare say 99.9% accuracy

is better than even most on-going major businesses achieve

in their accounts.

II. EXCESSIVE CONTRIBUTIONS

The General Counsel's Analysis identifies some $75,092

in "excessive" contributions received by the Committee. GC

Analysis, p.7. Yet Attachment 2 to the GC Analysis shows

that the Committee obtained attribution letters for $48,367

of this total.

By definition an attribution relates back to the date

of the original contribution, otherwise it would be a meaning-

less exercise. The statement signed by the contributor

certifies that it was intended to be a contribution by both

spouses when made. The contribution by the spouse is reported

on amendments as of the date on which the original contri-

bution was made. The General Counsel appears to adopt the

novel legal theory that the attribution results in a new

contribution by the spouse to whom it is attributed. As

authority for this proposition it cites to the Commission's

1/
-Even if the original $52,602.79 figure is used, the Corn-
mittee would still hyave accurately reported 99.7% of its
receipts.
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enforcement policy with respect to previous MUR's and 11
C.F.R. Sl03.3(b)(2). Yet 11 C.F.R. S103.3(b) (2) does not

establish the arbitrary 30 day cut-off announced in footnote

3 (GC Analysis, p. 7) and it is not clearly applicable to a

joint contribution by husband and wife. If the Commission

intends to treat these attributions as new contributions it

will have to amend its reporting regulations to deal with

the new requirement. If it intends to apply 30 days as the

t r " cut-off date under 11 C.F.R. S103.3(b) (2), that regulation

must also be amended because it now only speaks in terms of

a "reasonable time."
C)

Further, the failure to obtain an attribution letter or

~refund the contribution within a "reasonable time" does not

C)render the original contribution excessive. It may state a

" violation of the Commissions regulations for handling illegal-

C appearing contributions, but it does not render the contribution

itself illegal. For example, if a committee received a

check from "Laborer's Local No. 8" and failed to inquire as

to its acceptability, there might be a violation of 11 C.F.R.

S103.3(b), but if, after investigation by the Commission, it

was determined that the check was drawn on a separate segre-

gated fund of the union, there would be no S441b violation.

Accordingly, even if it be determined that the Committee

violated the Commission's regulations on the handling of
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illegal-appearing contributions, this does not automatically

make the contributions so handled illegal.

The Committee maintains it did not violate 11 C.F.R.

S103.3(b) in any event. As soon as the matter was brought

to its attention it took steps to inquire into the true

nature of the contributions. The excessive portion of those

contributions for which attribution letters were not obtained

were refunded within a reasonable time after the Committee

. learned of the problem.. /

_. The Committee has at all times sought to fully comply

~with law, but has had limited resources to do so. From the

"-- very beginning of the campaign much of the Committee's com-

plaince resources have been devoted to satisfying the ever-

changing requests of the Commission's auditors for documents

and information. From the threshold audit, through the

interim audit and the final audit report, up to the present

¢C. time, personnel and resourses that could have been devoted

2/
-The GC Analysis states that as of "October 6, 1981,
only 11 contributions had not been shown to have
been corrected." GC Analysis, p. 7 No. 4. Attach-
ment 2 appears to be more up to date since it shows all
contributions were corrected by December 18, 1981. The
Committee finds it disturbing that the Commission would
take action on an analysis that was factually obsolete by
the time of the Commission's vote on March 11, 1982. By
not pointing out that all contributions had in fact been
corrected almost three months prior to the Commission's
vote the footnote leaves the erroneous and prejudicial im-
pression that the Committee had still not corrected some
of the contributions by the time of the Com-
mission's vote.
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to compliance have been diverted to cooperate as fully as
possible with the Commission's audit requests. In such

circumstances the Committee did the best it could in deter-

mining the acceptability of the funds it received.

We are left with only $26,775 in unattributed, possibly

excessive contributions. We have since learned that $1,904

of the excessive contributions listed for Mr. Robert S.

Evans was in fact expenses for entertainment at his home

that were reported erroneously as a contribution in kind.

Under 2 U.S.C. S431(8) (B) (ii) these expenses are exempted

from the definition of conribution. This brings the total

excessives down to $24,821.

As with the reporting and recordkeeping discrepancies

discussed in Section I, here too the Commission should keep

matters in perspective. The FEC Reports on Financial Activity

show the Committee received contributions totalling $8,023,988.

The $24,821 in true excessives is therefore only three-

tenths of one percent of the Committee's total contribution

activity. Accordingly, we are involved in an enforcement

proceeding because the Committee's contributions were only

99.7% correct. (Even with the attributed contributions and

the Evans expenses included, the Committee's contributions

would still be 99.1% correct.)

Given the size of the Committee's financial activity,

the Committee should be deemed to be in substantial compli-
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ance with the Act. All excessive contributions that were

not attributed have either been refunded to the contributor

or donated to charity. The Committee has done everything it

reasonably can do to comply with the Act. It is inevitable

in a campaign handling millions of dollars, often with part-

time and volunteer personnel, that errors will occur. In

such circumstrances a committee that achieves over 99%

accuracy, and then takes all steps necessary to rectify such

errors that occurred, should not be penalized.

CONCLUS ION

With both these alleged violations the Committee did

everything it could to correct the violations once dis-

covered. 100% accuracy is impossible in a campaign, but

over 99% accuracy is an achievement the Committee can be

proud of given its limited resources for compliance and the

demands made thereon by the Commission. The Commission

should recognize these factors in its review of this matter.

For all practical purposes no material information was denied

the public nor did the Committee profit from these inadver-

tent errors. Because the Committee has brought itself into

compliance with the Act, and was in substantial compliance

to begin with, the proper resolution of this matter is for

the Commission to close the file and take no further action.

Respectfully submitted,
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The General Counsel's factual and Legal Analysis identi-

fies three categories of possible violations by the Kennedy

for President Committee ("Committee") : (1) unreported and

inadequately documented receipts, (2) possible violations of

2 U.S.C. S44lb through bank loans, and (3) alleged excessive

contributions. As the bank loan issue has no rational relation-

ship to the other two categories of violations (other than

that the questions arose during the audit) the Committee is

responding to those allegations in a separate document.

I. Unreported and Inadequate Documented Receipts

The General Counsel's Factual and Legal Analysis ("Gen-

eral Counsel's Analysis") accuses the Committee of:

(1) continued failure to report $17,500.49 in receipts.

(2) inadequate documentation to support $14,583.57 in
receipts of state and scheduling accounts.

G.C. Analysis, p. 2.

The General Counsel's Analysis asserts that the Committee

failed to report receipts of $17,500.49 and keep an account

of $14,583.57. The only authority cited for this proposition

is the Final Audit Report. GC Analysis, p. 2. No evidence

is provided. The Final Audit Report in fact makes no such

claim. It does not even mention these receipts. We are not

aware of a secret Final Audit Report prepared in addition to

the public Final Audit Report. If there is such a document,
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we are entitled to see it. We therefore must assume the GC

Analysis' reference is erroneous. No other evidence is

presented. No copies of bank statements are identified, no

auditors' worksheets, no deposit slips to support this

allegation. Merely a bald, factually incorrect assertion

that the Final Audit Report says the Committee erred. Even

for a reason to believe finding, the Commission should re-

quire the General Counsel to present some evidence. Here

there is none.

The Committee does not know whether this assertion is

factually correct or a mathematical error by the auditors.

We do not believe the burden is on us to prove we have not

violated the Act. Rather, at this stage, the burden is on

the General Counsel to present some evidence to support at

least a reason to believe finding. It is quite possible

that these discrepancies are unitemized receipts that have

in fact been previously reported and for which individual

records need not be kept. See 2 U.S.C. S432(c). We have

amended our reports, acting solely on the auditors' recom-

mendations, to include the receipts we could verify, but it

is also possible that all this is not our mistake but the

auditors. Without the FEC auditors' workpapers and sup-

porting documentation there is no way to verify the accuracy

of their work. Because the burden of proof is on the Com-

mission it is not our responsibility to attempt the expen-
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sive review of our records that would be necessary to prove
a negative.

The allegations would seem to derive from the fact that

$52,602.79 in deposits to state and scheduling accounts that

could not be traced back to transfers from the Committee's

national accounts. In response to the Interim Audit Report

the Committee wrote to the banks where the accounts were

maintained to obtain documentation on the deposits so that

we could accurately amend our reports if necessary. Some of

the banks sent back illegible documentation and one bank

stated that it did not keep microfilm records of deposits.

A second request was sent to those banks that had provided

illegible documentation, but some of the documentation re-

ceived in response was still ellegible.

On May 20,1981, the Committee amended its reports to

reflect the information obtained from the banks. The Com-

mittees' accountant may have inadvertently failed to include

as unitemized receipts the deposits for which legible docu-

mentation could not be obtained. The Committee has filed

under protest a comprehensive amendment to correct this

error on April 12, 1982.

There is little else the Committee can do to rectify

this if it is an error, which is less than clear.

Even, assuming arguendo that the Committee did not

timely report these contributions, the Commission should
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consider, in reviewing this alleged discrepancy two factors,

First, the Act provides that:

When the treasurer of a political
committee shows that best efforts have
been used to obtain, maintain, and submit
the information required by the Act for
the political committee, any report or
any records of such committee shall be
considered in compliance with this Act or
Chapter 95 or 96 of Title 26.

2 U.S.C. S432h)2(i. 11 C.F.R. S102.9(d) provides that

the best efforts test is satisfied by one written request

(T for the missing documentation. See also H.R. Rep. NO. 422,

__ 96th Cong. 1st Sess., 14 (1979). Here, the Committee has

o made every reasonable attempt to comply. The Commission

--- accordingly should hold that the best efforts test has been

r satisfied and the Committee is in compliance with the Act.
0D

The Commission should also consider this matter in its

~proper perspective. According to the Commission's Reports

~on financial Activity 1979-1980, Final Report, Presidential

cO Pre-Nomination Campaigns, the Kennedy for President Committee

had total receipts of $16,736,948. The inclusion of the

unreported $17,500 would raise this total to $16,754,448.

We are therefore concerned with failure to report and

adequately document one tenth of one percent of the Committee's

total receipts. Certainly a Committee that has accurately

reported 99.9% of its receipts should be considered to be in

substantial compliance with the Act and to have met the best
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efforts test.1/

The Committee believes reasonableness should govern the

Commission's review of this matter. 99.9% accuracy is plainly

adequate compliance with the Act. We dare say 99.9% accuracy

is better than even most on-going major businesses achieve

in their accounts.

II. EXCESSIVE CONTRIBUTIONS

The General Counsel's Analysis identifies some $75,092

" in "excessive" contributions received by the Committee. GC

C Analysis, p.7. Yet Attachment 2 to the GC Analysis shows

that the Committee obtained attribution letters for $48,367
0

of this total.

~By definition an attribution relates back to the date

(D of the original contribution, otherwise it would be a meaning-

" less exercise. The statement signed by the contributor

O certifies that it was intended to be a contribution by both

9 spouses when made. The contribution by the spouse is reported

on amendments as of the date on which the original contri-

bution was made. The General Counsel appears to adopt the

novel legal theory that the attribution results in a new

contribution by the spouse to whom it is attributed. As

authority for this proposition it cites to the Commission'ss

1/
Even if the original $52,602.79 figure is used, the Com-
mittee would still hyave accurately reported 99.7% of its
receipts.
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enforcement policy with respect to previous MUR's and 11
C.F.R. S103.3(b)(2). Yet 11 C.F.R. S103.3(b) (2) does not

establish the arbitrary 30 day cut-off announced in footnote

3 (GC Analysis, p. 7) and it is not clearly applicable to a

joint contribution by husband and wife. If the Commission

intends to treat these attributions as new contributions it

will have to amend its reporting regulations to deal with

the new requirement. If it intends to apply 30 days as the

i : cut-off date under 11 C.F.R. S103.3(b) (2), that regulation

€ must also be amended because it now only speaks in terms of

-- a "reasonable time."

0 Further, the failure to obtain an attribution letter or

refund the contribution within a "reasonable time" does not

render the original contribution excessive. It may state a
0
~violation of the Commissions regulations for handling illegal-

~appearing contributions, but it does not render the contribution

30 itself illegal. For example, if a committee received a

~check from "Laborer's Local No. 8" and failed to inquire as

to its acceptability, there might be a violation of 11 C.F.R.

S103.3(b), but if, after investigation by the Commission, it

was determined that the check was drawn on a separate segre-

gated fund of the union, there would be no S441b violation.

Accordingly, even if it be determined that the Committee

violated the Commission's regulations on the handling of
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illegal-appearing contributions, this does not automatically

make the contributions so handled illegal.

The Committee maintains it did not violate 11 C.F.R.

S103.3(b) in any event. As soon as the matter was brought

to its attention it took steps to inquire into the true

nature of the contributions. The excessive portion of those

contributions for which attribution letters were not obtained

were refunded within a reasonable time after the Committee

; learned of the problem..?!

The Committee has at all times sought to fully comply

with law, but has had limited resources to do so. From the
0

._ very beginning of the campaign much of the Committee's comn-

"4" plaince resources have been devoted to satisfying the ever-

oD changing requests of the Commission's auditors for documents

" and information. From the threshold audit, through the

interim audit and the final audit report, up to the present

time, personnel and resourses that could have been devoted

2/
The GC Analysis states that as of "October 6, 1981,
only 11 contributions had not been shown to have
been corrected." GC Analysis, p. 7 No. 4. Attach-
ment 2 appears to be more up to date since it shows all
contributions were corrected by December 18, 1981. The
Committee finds it disturbing that the Commission would
take action on an analysis that was factually obsolete by
the time of the Commission's vote on March 11, 1982. By
not pointing out that all contributions had in fact been
corrected almost three months prior to the Commission's
vote the footnote leaves the erroneous and prejudicial im-
pression that the Committee had still not corrected some
of the contributions by the time of the Com-
mission's vote.
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to compliance have been diverted to cooperate as fully as

possible with the Commission's audit requests. In such

circumstances the Committee did the best it could in deter-

mining the acceptability of the funds it received.

We are left with only $26,775 in unattributed, possibly

excessive contributions. We have since learned that $1,904

of the excessive contributions listed for Mr. Robert S.

Evans was in fact expenses for entertainment at his home

that were reported erroneously as a contribution in kind.

Under 2 U.S.C. S431(8) (B) (ii) these expenses are exempted

from the definition of conribution. This brings the total
0

excessives down to $24,821.

~As with the reporting and recordkeeping discrepancies

o discussed in Section I, here too the Commission should keep

~matters in perspective. The FEC Reports on Financial Activity

Cshow the Committee received contributions totalling $8,023,988.

The $24,821 in true excessives is therefore only three-

tenths of one percent of the Committee's total contribution

activity. Accordingly, we are involved in an enforcement

proceeding because the Committee's contributions were only

99.7% correct. (Even with the attributed contributions and

the Evans expenses included, the Committee's contributions

would still be 99.1% correct.)

Given the size of the Committee's financial activity,

the Committee should be deemed to be in substantial compli-
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ance with the Act. All excessive contributions that were
not attributed have either been refunded to the contributor

or donated to charity. The Committee has done everything it

reasonably can do to comply with the Act. It is inevitable

in a campaign handling millions of dollars, often with part-

time and volunteer personnel, that errors will occur. In

such circumstrances a committee that achieves over 99%

accuracy, and then takes all steps necessary to rectify such

errors that occurred, should not be penalized.

CONCLUS ION

With both these alleged violations the Committee did

everything it could to correct the violations once dis-

covered. 100% accuracy is impossible in a campaign, but

over 99% accuracy is an achievement the Committee can be

proud of given its limited resources for compliance and the

demands made thereon by the Commission. The Commission

should recognize these factors in its review of this matter.

For all practical purposes no material information was denied

the public nor did the Committee profit from these inadver-

tent errors. Because the Committee has brought itself into

compliance with the Act, and was in substantial compliance

to begin with, the proper resolution of this matter is for

the Commission to close the file and take no further action.

Respectfully submitted,

William 1C. Oldaker
Treasurer
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Chairman Reiche has asked us to forward to you for appropriate
action the attached letter he has received fram Roy Niedermayer,
Esq. of Meirod, Redman & Gartlan, attorneys for repnet,
District of Coltumbia National Bank, Washington, D. C. in M4UR 1393.

Attachment as noted
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AT'TORN EYS AT LAW

SUITE: 1100 K

1601 K STREET. N.W.

WASN(NGTON, 0. C. 20006

T"ELErPHONE (21 61-56300

C..ASIlEl : REDMEL

TELENl: 66-7414

TELECGOPIER S33-3r)S0

LEONARD 5. MEL.ROD
.IPMAN REDMAN
JOSEPH V. GARTLAN, JR.
JERRY M. HANOVIT
WARREN K. KAPLAN
STEPHEN D. KHN
PHILIP A. GORELICK
MICHAEL. 0. GOLDEN
DOROTHY SELLERS
JOEL Z. ILVER
ROY NI EDERMAYERq
PHIL~iP kS. HOROWITZ
DAVID P

r
. SANTLEON

ALLI.AN J. WEINERI
HOWARD S. JATLOW
NE[IL I. LEVY
RODERTA I. COLTON

STEVEN N. GLAZER
J. JONATHAN SCHRAUSl
ROSERT J. PRED[A
WM. DANIEL. SULLIVAN
STANTON J. LEVINSON
ROSERT P. ADAMS
HOWARD N. SOLOOKY
DANIEl ..I, LIT?
JAMES S. PIr@lEN6AUJM
DENISE N. RECHTE[R
E.SUE SPRAGUE
JAMES W. KAYWErLL
JOAN LUND ALTMAN
CAROLINE[ E. SlLAKSLY
STEVEN A. TEITELSlAUN
ANDREW 0. WACHTEL
DOUGLAS S. MISH'NIN

April 8, 1982

Mr. Frank P. Reiche, Chairman
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

WRITERS DIRECT DIAL, NU R

(202) 822-536 "
I3r

c,. ...

-.JU ..

1%)

I'0 -- .'

ATTN: Nancy B. Nathan, Esq.

Re: HEUR 1393w District of Columbia National
Bank, Washington, Respondent

Dear Chairman Reiche:

This letter constitutes the response and statement
of District of Columbia National Bank, Washington to your
letter of March 12, 1982, the attached questions and the Gen-
eral Counsel's Factual and Legal analysis supporting the Com-
mission's reason-to-believe finding. In this letter, Dis-
trict of Columbia National Bank (the "Bank') will endeavor to
provide the factual background to the questioned $240,000,
March 7, 1980 loan (the "Loann) to the Kennedy for President
Committee (the "Committee") and our analysis shoving the Loan
to be exempt under the Federal Election Campaign Act of 1971,
as amended, 2 U.S.C.A. S431 (8) (B) (vii), (the "Act") and 11
C.F.R. 5100.7(1)1(C) 11)1.

Factual Background.

In the spring of 1980, the Committee approached the
Bank with a request for the Loan for use as working capital
in the campaign. At the time the Committee requested the
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Loan, the Committee suggested that 300 Jamle Wyeth litho-
graphic prints (the "Collateral") would be offered as col-
lateral security to assure ultimate repayment of the Loan in
addition to the Committee's normal cash flow obtained through
other campaign sources. In particular, the proffered Col-
lateral was identified as:

300 Serially Numbered Wyeth
Kennedy '80 lithograph art prints
titled "To Sail Against the Wind"

Following its usual and customary procedures, the
request was reviewed by a bank officer and presented to the
Bank's loan committee for discussion and action. When the
Loan was considered for approval, the Bank had available to
it as sources for repayment both a primary source (i.e., on-
going cash generated by campaign fund raising including
prospective matching funds) and a secondary source (i.e., the
Collateral). Based on these dual sources, the Loan was
approved by the Bank. The Loan itself had these basic terms:

a. The principal amount was to be $240,000.

b. The interest rate was to float at a rate of one
(1) percentage point above the prime rate.

c. Payment in full was to be on demand or, if
demand was not made, $90,000 was to be paid on or before
April 18, 1981, with the balance due in full on or before May
9, 1981. Additionally, periodic payments of principal were
required.

d. There were to be Collateral security for the
Loan as evidenced by an executed security agreement.
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The Loan was accepted by the Committee and the Corn-
mittee executed a written promissory notel/ and security
agreement. Copies of the security agreement and addendum are
attached as Exhibits A and B, respectively.

At or about the time of consideration of the Loan
application of the Committee, the Bank had been supplied with
(1) an appraisal of the Collateral and (2) a letter verifica-
tion of the existence and location of the Collateral and
acknowledgement of the Bank's security interest. These docu-
ments, along with the cover letter of the Committee, are
attached as Exhibits C-E.

The appraisal indicated a fair market value of the
Collateral between $255,000 and $300,000, more than suffi-
cient security for the Loan under standard underwriting
criteria. The verification letter gave the Bank assurance of
the physical existence of the Collateral, its storage loca-
tion, the identity of the company with possession and,
significantly, confirmation of both the description and the
Bank's security interest. Presented with this information,
the Bank, under its usual and customary commercial loan stan-
dards, felt secure of repayment even should the Committee's
cash flow prove inadequate as the primary source of repay-
ment. After making the Loan, the Bank then filed a financing
statement (Exhibit F) to perfect its security interest in the
Collateral.

1/ The Bank no longer has a copy of the promissory note.
When the loan was paid in full, the original note was re-
turned to the Committee marked "Paid in Full". The Bank's
normal business practice is not to keep copies of paid notes.
The Bank is endeavoring to obtain a copy of the promissory
note and will supplement its response with a copy of the
promissory note when and if obtained. In any case, the basic
terms are as set forth above and arederived from the Bank's
other records.



MELROD. REDMAN & GARTLAN
A pmqOpgSSIONAI. COAPO~qATION

Mr. Frank P. Re iche
April 8, 1982
Page 4

Between March 7, 1980 and June 27, 1980, the Commit-
tee made a series of curtailment payments on the following
dates and in the following amounts:

April 7, 1980 $ 5,000
April 16, 1980 20,000
April 23, 1980 10,000
April 25, 1980 10,000
May 16, 1980 12,137.78 ($5,000

principal; $7,137.78
interest)

May 27, 1980 10,000
May 30, 1980 20,000
June 5, 1980 5,00
June 24, 1980 2,750

SJune 27, 1980 13,130.21 ($9,393.60
principal; $3,736.61

~interest)

- On several occasions when the Committee made a payment, it
requested and obtained the Bank's partial release of specific

~Wyeth prints identified by number from among the Collateral.
Examples of the Committee's letters authorizing a debit to

"°T their account and the Bank's partial release of its security
~interest in the specified print are attached hereto as

Exhibits G - Nq.

While these periodic payments were being made, the
~Committee voluntarily requested the Bank to supplement the

Collateral for the Loan by the addition of further art work
(the "Additional Collateral") identified as:

C. J. Yao: #11-180 untitled 25X41 serigraph;
edition of 200, 170 pledged, appraised at
$350.00 for a total value of $59,500.00

Jay Rosenblum: #1-100 "Solo" 25X44 serigraph;
#11-80; #1-100 edition of 300 (3 states of
100);1 appraised at $350.00 for a total value
of $94,500.00; 270 pledged.
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Under the Bank's loan standards, the value of the Collateral
originally supplied by the Committee, projections of campaign
funds plus the regular curtailment of the principal Loan
amount were more than adequate security. By late June, 1980,
the principal balance had been reduced to $142,856.40, while
the Collateral's value remained in the $170,000 - $200,000
range, even after the partial release of approximately 100
prints. The Bank therefore had no need for added collateral
and neither requested nor required the Additional Collateral
for the Loan. The impetus for the addition of further col-
lateral came voluntarily from the Committee for reasons known
to it and was not instigated by any loan requirement of the

" Bank. Simply in order to accommodate their customer's wishes,
~the Bank accepted the Additional Collateral, amended the

security agreement by supplementing it with an addendum (see
Exhibit B), recorded a further financing statement for. the
Additional Collateral (Exhibit 0) and perfected its interest.

c Because the Bank felt adequately assured of repayment, it did
not duplicate the verification procedures utilized with regard
to the Collateral and obtained no appraisal or verification

• - -letter for these additional prints.

C At the time the Additional Collateral was offered,
the Bank can recall no discussion between the Bank and the

%- Committee concerning the current existence of the reproduc-
~tions, reproduction rights, or costs associated with repro-

duction. At no subsequent time was there any such discussion
?0..,because (i) the Additional Collateral was superfluous to the

Bank's original loan decision, (ii) the Committee made
<" regular curtailments of the Loan, and (iii) the Bank felt

secure about repayment based on the Collateral and the
regularity of the payments. At no time was the Bank informed
by any representative of the Committee that any of the Addi-
tional Collateral did not exist and no inquiry was made by
the Bank of the Committee as to the existence for the reasons
previously stated.

The Bank's sound credit judgment was amply vindi-
cated when the Loan was paid in full and the obligation dis-
charged on December 31, 1980, over three months before abso-
lutely required.
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Exemption Under the Act and the Regulations.

There has been no violation of the Act because the
Loan to the Committee was simply not a "contributionsl it was
exempt under the criteria of 11 C.F.R. SlOO.7(b) (11).

1. Compliance with Banking Laws and Regulations.

The Loan was clearly made pursuant to the
applicable banking laws and regulations applying to the Bank
as a federally chartered depository institution. The Bank's
loans are subject to periodic scrutiny by examiners from the
Comptroller of the Currency. The Comptroller's examiners
conduct regular examinations of the Bank's loans for compli-
ance with applicable law and commercial reasonableness.
During the* life of the Loan, the Comptroller conducted an
examination, in which the Loan was reviewed, and the exam-
iners found no irregularities or violations of the banking
laws.

2. Made in the Ordinary Course of Business.

Similarly, there was nothing extraordinary
about the terms or the Loan underwriting criteria applied in
granting the Loan in comparison to other commercial loans.
The Loan bore a market rate for secured loans of this magni-
tude and category, with the rate floating at one (1) percent-
age point above the prime rate. Further, the Loan and the
security arrangements were evidenced by written instruments,
both of which provided a specific final due date of May 9,
1981 if payment were not demanded sooner. In fact, the
Committee itself made periodic payments not only amortizing
the outstanding balance but keeping interest current.

Finally, the collateral security for the Loan
was sufficient to assure payment in full under any circum-
stances and regardless of the Committee's cash flow or cam-
paign fortunes. In accepting the Collateral, the Bank had in
its possession verification of the existence and location of
the Collateral as well as its fair market value appraised by
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an expert. Because the Bank itself is not equipped to main-
tain physical possession of such delicate Collateral in its
own vault, it was its customary practice to permit such
unique Collateral to remain with the depositary and rely on a
perfected U.C.C. security interest. Indeed, the Bank ob-
tained specific written assurance that the Collateral would
not be released except upon the Bank's written authorization.
In each instance when a partial release was requested, the
Bank released specified prints only equivalent in value to
the payments made.

.. ,: The Additional Collateral added to the security
agreement was totally unnecessary. It was not requested by

" the Bank, but was voluntarily offered by the Committee. The
Bank accepted the Additional Collateral to accommodate the

c-, Committee's request. In making its loan underwriting deci-
sion, however, it never considered the value of this Addi-

~tional Collateral. Nor were any of the terms of the Loan
-- modified because of this Additional Collateral. Not relying

on the Additional Collateral, the Bank took it, but it did
- not independently evaluate it or verify it as it had done

with the Collateral.

Conclusion.

For the foregoing reasons, the Bank believes that
the Loan was clearly not a contribution, and was a sound loan

"? decision arrived at by--the application of the same commercial
underwriting criteria uniformly applied to loan requests from

"' other borrowers seeking secured loans of this magnitude. On
behalf of the Bank, I have attached to our letter as exhibits
those documents which are pertinent to your inquiry and are
responsive to your five questions.

Because we are convinced that the Loan was neither
deficiently collateralized nor a contribution under the Act,
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ye are pleased to respond to any further inquiries you may
have concerning this matter which would help to clarify it or
resolve this matter expeditiously.

Sincere r. yours,•

Roy 7 edermayer

Enclosures

RN/nem

City of Washington )
) To wit:

District of Columbia )

On this J5.day of April, 198W, personally appeared
before me Thomas S. Condit, who identified himself to me as
the President of District of Columbia National Bank, Washing-
ton and made oath in due form of law that he is authorized to
make this affidavit on behalf of the Bank and the affidavit
is based on his personal knowledge and the business records
of the Bank; he further stated that based on the foregoing
records and his knowledge, the contents of this letter are
true and accurate. 7/

" J...Notary, ubli,
(Notarial Seal]

My Commission Expires: & &/9eb



W SECURITY AGREEMENT
(chattel Mortgage)

TIRAGBEEMENT, madethe 7th dayo! March 1980 under the laws oftheI 3 District of
Columbia

BETWPEEN Kennedy for President Committee

herein caled the Debtor
whose business address is (if none, write "none") 1250 22nd Street, N.W., Washington, D. C. 20037

and whose residence address is -- -

and District of Columbia National Bank herein ealled the lSecured Party

whose address is 1801 K Street, N.W., Washington, D. C. 20006

WITNESSETH:

To secure the payment of an indebtedness in the amount of $ 2 40,0 00.0 0 with interest, payable as follows
on demand, or if demand is not made, $90,000.00 on or before April 18, 1980,
with the balance due in full on or before May 9, 1980.

;Th evidenced by a note or niotes of even date hterewith, and also to sec.ure any other indebtedness or liability of the Debtor
to the Secured lParty direct or indirect, absolute or contingent, due or to become due, now existing or hereafter arising,
including all future advances or loans which may be made at the option of the S~ecured P'arty, (all hereinafter called the
•*obligations") Debtor hereby grants and conveys to the Secured 1Party a security interest in, and mortgages to theSe
cured Party,

(a) the property described In the Schedule herein which the Debtor represents will be used primarily
0" for personal, family or household purposes

!-I in farming operations

1 in business or other use
(b) all property, goods and chattels of the same classes as those scheduled, acquired by the Debtor subsequent to the

execution of this agreement and prior to its termination
(c)" all proceeds thereof, if any,

(d) all increases, substitutions, replacements, additions and accessions thereto
(the foregoing (a). (b), (c) and (d) hereinafter called the collateral).

1. I)EBTORI WARtRANTS, COVENANTS AND AGRIEES AS FOLLOWS:

PAYMENT Ia To pay and perform all of the obligations secured by tis agreement acrding to their terms.

DEFEND lb To defend Jthe title to the collateral against all persons and against all claim and densands whatsoever, which collateral,
TITLE except for the security Interet grunted hereby, is lawfully owned by the Debtor and is now free and clear of any and all liens,

security interests, claims, charges, encumbrances, taxes and assessments except as. may be set forth in the schedole.

ASSURANCE Ic On demand of the secured party to do the following; furnish further asuranee of title, execute any written agreement
OF TITLE or do asay other acts necessary to effectuate the purposes and provisions of this agreement, execute any instrument or state-

nment required by law or otherwise in order toperfect, continue or terminate the security nterest of the Secured Party, in the
collateral and pay all costs of filing in connection therewith.

POSSESSION Id To retain possession of the collateral during the existence of this agremement and not to sell, exchange, assign, loan, de-
liver, lease, mortgage or otherwise dispose of same without the written consent of the Secured Party.

LOCATION le To keep the collateral at the location specified in the schedule and not to remove same (except in the usual course of buad-
|uess for temporary periods) without the prior written consent of the Secuzred Party.

LIENS If To keep the collateral free and clear of aU liens, charges, encumbrances, taxes and ssiea.

TAXES Ig To iaY, when due, all taxes, assessments and license fees relating to the collateral

REPAIrS II hiTo keejitIhe co)llateral, at lkeiIor's owES cost and eXj usl~e, jam good repauir and eondition and not to lUisuse, abuse, waste or
atllow to deteriorate exe.pt for normal wear and tear and to make same available for ins~i~ectlon by the Secu~red I'Arty at all
re:us~mnlule times.

INSURANCE 1i To keep1 tihe collateral insured against loss by fire (including exlt oll verage), theft and other htatTards as tlw Securedl
Party away require anid to obtin collision in.suranee if alldillede. I'olies= shall lie in such formin and a|munts aund with sueh
eoaapunie.s ass the Secure'd Party m~ay designate. l'olic'ies ||hall be, obtained front reslmonsihh, insurers autisorized |t do Inllelm
jas Ihis state. (Certificatest of insurance or ipolicies, payable to the reslue.tive parties ama their interest naty appea8r, sall be de-
iPositedl witla th,.e eured Party who is atuthorized, hut under not duty, to obtain such insurance, ujssn failure of the li, bor to
di, so. I Jebtor shall give inns|diate written amotice to the Heeured l'arty" and to insur'nrs of loss, or dalmage to the collateral and
.hall jproimjtly file iProofs of Iasm with isurors. Debtor hereby mnimi,,ints4 tihe Se-ured Party the attorney for the l)eibior in eat,-
ualininag, adjusqting and cauncelling anly such insurance and endorsing liltusmeant drafts and Iherebyv assigns to the Stecure~d l'arty
all swlims whic:h may become payabile under such int,-,ince, including return ireuniuans and dividends, as addhitionsal stw'urityfErthIBITbednsu



LOAN - Ii I f lia. :igr,.emi'n is s.W y for .a loum to be, unsed to p:,y zi part or *ll' e pura Iprh'e of the collater..l: to u.e tihe
USE OF .,,'-'taf thme hl:.t to pa:Y t h. iirml:|.'i Jrnt,, tilinlg fs anti instar~l~ an ti tliiun. . TIm.. in'urel iarty' h-'avcer, n.-yy pay the
PROCEEDS j, ,, q..k iir'tly Lu thec seller or the collateral.
CHRANGE OF 1 k To inia.liiately ueotify ih.' Secured l'alrty in writing of arny eblmuige In or dim'oantinauaonn of IN'btor's Idaac or jalaesm of bain-
ADDRESS iuma.s lad/or re.sidence.
AFFIXED II 'lalit if it' 'allt4'al hm:m. ls'en attacheld to or ist to laomattIa.Il to rmm estate, a description of the rmml estate and the
TO REALTY a.mam,' .;nam.tIdres.' of lb.' re.trd .awiatr is set forth in tihe schnedulh' herin :1 tf he mid coitrml Is atta(emi to real estante prior

t flme iu'rfet'fitam oaf #1ile security internat grqullted hereb0y, IDebor will on demumnd of the ,Secured Iarty furnish lthe latter with a
di.wl'hahaa'r or .lir'laimers;, sig~ned hby all lpersona huving an Interest inl thle remal estate, of any" iraterest in the (collateral which is
Jirior lt SecuIred| I'urty's interest.

2. CENET, AL PROVISIONSR:

NOTES 2m Notes . if any, executcd isn connection with this agreement, are seprate instruments and may be negotiated by SeLured
P'arty without releasing Debtor, the collateral, or any guarantor or co-aker. IDebtor consents to any extension of time of pay-
nat.it. If there beo more than onte l)ebtor, guarantor or co-maker of this agrement or of notes secured hereby, the obligation of
all shall be primary, Joint and several.

NON-WAIVER 21a Waniver of or a(cqulemeete In any default by the Debtor, or failure of te Sec'ured Party to Iiss upon strict performanc
lay the lbehtor of any warranties or agre~ements il this security agreemenlt, sh~all not cunsitute a waiver of any subsequent or
oither default or failure.

NOTICES 2e Notices to either party" shall be In writing and shall be delivered persnally or by mall addressed to the party at the ad-
(ress herein set forth or otherwise designated in writing.

LAW '2d Tihe Uniform Comniencial Code shall g-overn the rights, duties and remedies of the parties and any provisions herein de-
APPLICABLE el.h red ilr~niid undaier anly law shball not Invalidate any other provision or thin agreement.
DEFAULT 2e The following shall constitute a default by Debtor:

non-paymenlt li:|ihure to pay te Itrincipal or anly installment of principal or of Interest on the lndebtednle or any notes when due.

viooitin T'ailure by Debtor to comply with or perform any provision of this agreement.

misrpresentationl JPil. or misleading" representations or wrarranties made or given by Debtor In connlectionl with this ag~reement

levy Sub.tectionl of the collateral to levy of exection or other judicial proei.
insolvency CA'nmauencernent of any inolvency proceedinlg by or against the Debtor or of any guarantor or or surety for the Debtor's oli-

gations.
death reatha of the Debtor or of any Guarantor of or surety for the Debtor's obligations.

impairment of Any reduction in the value of the collateral or any act of the Debtor which imaperils the prospect of FUll performance or
security satisfaction of the D~ebtor's obligations herein.
REMEDIES ON 2f' Upon any default of the D~ebtor and at the option of the Secured Party, the obigations secured by thin agreement shlll
DEFAULT itia, eriately bec'ome due and payable in full without notice or 't,,'navd and the Seured Party shall1 ha ve all the rights, rem-.
occeleration etlies. :mrat| privileges with repc to reossionl, retention and utile of the collateral and dispsition of the proceeds as are

accordedhto an Stcu redi Iarty by the applicable sections of the Uniform Commercial Code respecting "Default", in effect as of
tia. ehate of tii Security Agreement.

attorneys' tees Upon any default, the Seured Party's reasonable attorneys' fees and the legal and other expenses for pursuing, serching
etc. for, receiving, takinlg, keeping, storing, advertis~lng, and selling the collateral shall be chargeable to the Debtor.
deficiency Tile TK.btor shall remain liable for any deficiency resulting from a sale of the collateral and shall pay any such deficiency

forththt on demand.
monies Tf the Itebtor shall default in the ip.rformance of anly of the provisions of this agreement on the Debto~r's part to be per-
advanced fr-rm,t, .S.'aremi larty may lerforna same for te Th'lator's account and any mon~ies expended in so doinlg shall be chargeable

with lInterest to the Debtor and added to the Indebtednless seured hereby.
seizure Ina eolunt with, addition to or substitution for those rights, Seured l'arty, at his disc~retion, may: (1) enter upon Debtor's

pre'miits pe'aeably by S'ecured l'arty's own means or with legal process and take pssession of the collateral, or render it oan-
usabnle, or dispose of the collateral on the Debtor's premises and the Debtor agrees not to resist or interfere; (2) require Debtorassemblmng to assemble the collateral and make it available to the Secured Party at a place to he designated by the Sec.ured Party"

cofllater nsr,snmably convenient to both parties (Debtor agrees that the Secured Party's address as set forth above Is a place reasonably
cormvenient for such assembling) ; (3) unklua the collateral is perishable or threatenls to decline speedily Inl value or Is of anotice of type customarily sold on a recognizxed market, Sqecured Party will give Debtor reasnable notice of the time and place of ay

sail public sale thereof or of thbe time after which any private sale or any other intended5 disposition thereof Is to ble matde. The 1e-
qluirementit of reasonable notice will tie met If such notice is mailed, postage prepaid, to the address of the Debtor shown
above, at least three days before the time of sale or dispiion.
2g Secured Party my assign this agreement and If assigned the assigee shall he entitled, upon notifying the Debtor,
to performance of all of Debtor's obligtions and agreement hereunder and the assignee shall he entitled to all of thbe rights

Sand remedies of the Secured Party hereunder. Debtor will assert no claims or defense Debtor my have against the Se-
cured Party againt the ausignm.

FINANCING
STrATEE 2h The Secured Party Is hereby authorised to file a Fiancing Stateneunt

CAPTIONS 21 The Captions are inserted only as a matter of convenience and for referee and In no way define, limit or dugeilhe th
scope of this agreement nor the intent of any provision thereof.

C



hereto, :.nd their res'pective legal repr ..e .... itives, suc'cessors :Idud assigns.

The gendler andi number used in this agreement are used ax ,a reference term only and .shall apply with the .same eiT'.v't
whether the liartie.s are of the masqculine or feminine gendel-, corporate or other form, and the singu lar shall likewise include
the plural.

This agrqeement m'ay not b~e changeqd orally.

IN WVITNI.*S WIiI.i EOF', the lPartiesi have respectively signed and wretdled these pres;ents the Ilay and ye:Ir irst above
written.

KENNEDY FOR PRESIDENT COMMITTEE

By......... ...........................

Describe items of collateral, the address where each Item will be located and describe any prior liens, etc., and the amounts
due thereon. it items are crops or goos affixed or to be affixedl to real estate describe the real estate and state the name and! ad-
dress of the owner of record thereof.

Item., Lo s etc.

300 Serially Numbered Wyeth Kennedy Circle Fine Art
'80 lithograph art prints titled "To 345 Park Avenue South
Sail Against the Wind" New York, New York 10010

The chief place of business of the Debtor, if other thau stated in this agreemeat, is:



!

WAIVER BY LANDLORD AND/OR OTHERSThe undersligned, being the owner, mortgag~ee, landlord and/or lessor of the Debtor's premise., and knowing that the S 'curedPaty relies heeo, does hereby waive, relinqush and release to the Secured Party or any bolder of the security agreement allright of levy or distraint for rent and all other claims and demands of every kind which the undersigned has or may have againstthe collatera, this waiver to continue until termination of the security agrreement.

WITN]ESS the hand and seal of the undersigned this

=I

day Of

The undersigned guarantees prompt and full performance and py etacrigt h eo fte wti ge m ntthe holder hereof, and, in the event of default, authorize any holder hereof to proceed against the undersignaed, for the fullamount due includ~ngf reasonable attorneys' fee., and hereby waives presentment, demand, protest, notice of protest, notice of dis-honor and any and all other notces or demand of whatever character to which the undersigned mig~ht otherwhse be ntited. Theundersiged further coonets to any extesion granted by any holder and waive. notice thereof. If mre than one guarantor, ob-ligation of eac shl he Joint and severaL

WITNESS the had and seal of the udersigned tis

p

dayof

........................................(L S.)

Reddence..........................................

Businem Addrem....................................................

P1,.m Name ......... ...........................................
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r ffective date: July 29, 1980

ADDENLU.M
K:enned? for President Co~ittee

A.dndr. to Security Agreement dated .March 7, 1980, between KE,'NEDY FOR PRESIDENT
CT..'TTE and DISTRICT OF COLtNIAL NATIONAL B.A\K, l 'ASHINGTON, for a loan ina the
a-:ont of S240 ,000.00. The following art work will be held as additional security
or. the mentioned loan:

C.J. Yao:

Jay Rosenbl.m:

#11-180 untitled 25X41 serigraph; edition of 200,1'O pledged, appraised at S350.00 for a total
value of $59,500.00.

#l-lO0 "Solo" 25X44 serigraph; #'ll-80; #1-100 edi-
tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,SO0.00; 270 pledged.

3%id security will be stored at:
SS8 Grand Street, New York, Ne," York
attn : Mlr. John Nichols, Print Maker

• • • .. . . ... . ... • ;5:';:: >x'• : h ; :" -< . , • ' : ,: ?2 d g , • :: : , : • ,: :• -! • " " ' ' . : ' ° , .. . . "
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SECURITY AGREEMENT dated March 7, 1980,

between DISTRICT OF COLUMBIA NATIONAL BANK,
a District of Columbia banking corporation

(hereinafter called the Bank) and the
KENNEDY FOR PRESIDENT COMMITTEE (hereinafter

called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities" includes
all liabilities (primary, secondary, direct, contingent, sole,
joint or several) due or to become due, or that may be hereafter
contracted or acquired, of Borrower to Bank, (b) "Proceeds" means
whatever is received when Collateral is sold, changed, leased,
collected or otherwise disposed of and includes the account
arising when the right to payment is earned under a contract,
(c) "Security Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an obliga-
tion, (d) "Collateral" means the following described property in
which the Bank has a Security Interest:

300 serially numbered (1 through 300) Jamie Wyeth
Kennedy '80 Lithograph art prints each signed by
Jamie Wyeth.

2. Security Interest. As security for the payment of all
loans now or in the future made hereunder and all other liabilities
of Borrower to Bank, Borrower hereby grants to Bank a Security
Interest in the above-described Collateral and all and any Proceeds
arising therefrom.

Borrower represents and warrants to the Bank that (a) the
Collateral was especially prepared for the exclusive use of the
Borrower and (b) Borrower is, and has been from the time of its
preparation, the sole lawful owner of the Collateral, free and
clear of any liens and encumbrances, and has the right and power
to pledge, sell, assign and transfer absolute title thereto to
the Bank and that no financing statement covering the Collateral,
other than the Bank's, is on file in any public office.

3. Use of Collateral. The Collateral will be used primarily
as a premium for contr'ibutions to Borrower. The Collateral will
be stored at the offices of Dr. Ronald Parker at Circle Fine Art,
345 Park Avenue South, 2nd Floor, New York, NY 10010, and released,
in whole or in part by the custodian, Joseph E. Hakim, Suite 3021,
200 Park Avenue, New York, New York, for transfer to a contributor
only upon the presentation of a written release from the Bank.

4. Insurance. Borrower will have and maintain insurance on
the Collateral until this Agreement is terminated against all
expected risks to which it is exposed, including fire, theft
and those which the Bank may designate, such insurance to be
payable to Bank and Borrower as their interests may appear; all
policies shall provide for ten (10) days' written minimum cancel-
lation notice to the Bank. Bank may act as attorney for Borrower
in obtaining, adjusting, settling and canceling such insurance.



S. Default. Default shall exist hereunder (1) if the
Borrower shallTfail to pay any amount of the Liabilities when
due, (2) if the Borrower shall or shall attempt to (a) remove
or allow removal of the Collateral from the offices of Circle
Fine Art, without a written release of the Collateral, or any part
thereof, from the Bank, (b) sell, encumber or otherwise dispose
of the Collateral or any interest therein without a written release
of the Collateral, or any part thereof, from the Bank, (c) conceal,
hire out or let the Collateral, (d) misuse or abuse the Collateral,
or Ce) use or allow the use of the Collateral in connection with
any undertaking prohibited by law, (3) if bankruptcy or insolvency
proceedings shall be instituted by or against the Borrower, (4) if
the Collateral shall be attached, levied upon, seized in any
legal proceedings, or held by virtue of any lien or distress,
(5) if the Borrower shall make any assignment for the benefit
of creditors, (b) if the Borrower shall fail to pay promptly
all taxes and assessments upon the Collateral or the use thereof,
(7) if the Bank with reasonable cause determines that its interest
in the Collateral be in jeopardy, or (8) if Borrower shall fail
to keep the Collateral suitably insured. In the event of default
or the breach of any undertaking of or conditions to be performed
by the Borrower (1) all liabilities shall become immediately due
and payable, and (2) the Borrower agrees upon demand to deliver
the Collateral to the Bank, or the Bank may, with or without legal
process, and with or without previous notice or demand for per-
formance, enter any premises wherein the Collateral may be, and take
possession of the same, together with anything therein; and the Bank
may make disposition of the Collateral subject to any and all
applicable provisions of the law. If the Collateral is sold at
public sale, Bank may purchase the Collateral at such sale. The
Bank, provided it has sent the statutory notice of default, may
retain from the proceeds of such sale all reasonable costs incurred
in the said taking and sale and also, all sums then owing by the
Borrower, and any overplus of any such sale shall be paid to the
Bo rrowe r.

6. General A reements. (a) Borrower agrees to pay the costs
of filn i fcng statements and of conducting searches in
connection with this Agreement. (b) Borrower agrees to allow
the Bank through any of its officers or agents, at all reason-
able times, to examine or inspect any of the Collateral and to
examine, inspect and make extracts from the Borrower's books
and records relating to the Collateral. (c) Borrower will
promptly pay when due all taxes and assessments upon the Collateral
or for its use or operation or upon the proceeds thereof or upon
this Agreement or upon any instrument or instruments evidencing
the liabilities. (d) At its option, the Bank may discharge
taxes, liens or security interests or other encumbrances at any
time levied or placed on the Collateral, and may pay for the
maintenance and preservation of the Collateral, and the Borrower
agrees to reimburse the Bank on demand for any payment made or any
expense incurred by the Bank pursuant to the foregoing author-
ization, including counsel fees and disbursements incurred or
expended by the Bank in connection with the Agreement Ce) Borrower
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hereby authorizes the bank to file the financing statement and
any amendments thereto without the signature of Borrower. Such
authorization is limited to the security interest granted by this
Agreement. (f) The Bank shall not be deemed to have waived any
of its rights hereunder or under any other agreement, instrument
or paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof or
of any other right. A waiver upon any one occasion shall not
be construed as a bar or a waiver of any right or remedy on any
future occasion. All of the rights and remedies of the Bank,
whether evidenced hereby or by any other agreement, instrument
or paper, shall be cumulative and may be exercised singly
or concurrently.

7. Execution by Bank. This Agreement shall take effect
immediately upon execution by the Borrower, and the execution
hereof by the Bank shall not be required as a condition to the
effectiveness of this Agreement. The provision for execution
of this Agreement by the Bank is only for purposes of filing
this Agreement as a Security Agreement under the Uniform Commer-
cial Code, if execution hereof by the Bank is required for
purposes of such filing.

KENNDY FR P IDENT COMMITTEE,

1250 22nd Street, N.W.
Washington, D.C. 20037

DISTRICT OF COLUMBIA NATIONAL BANK

1801 K Street, N.W.Washington, D.C.

.. . ... -: - ..... ... .... i ... .. .... : . ++ ! ..... .: • + : :! ...... ,, + L , +, + .. ... : > ' " ! :+ +; ' ;i 
I -

+ " + ++! + 
"
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"Affective Date: July 29, 1980

KENNED)Y FOR PRESIDENT CCt.4T1'EE

Addendwn to Security Agreement dated M~arch 7, 1980, between KENNEDY FOR PRESIDENT
C(~1lTEB and DISTRICT OF COLUMIBIA NATIONAL BANK, WA&INTO, for a loan in the
amount of $240,000.00.

Said Securit, Agreement will be modified as follows:

Paragraph 1, Definitions; section (d): The following art work will be held as
additional security on the mentioned loan:

1. C.J. Yao: #11-180 untitled 2SX41 serigraph; edition of 200,170 pledged, appraised at $350.00 for a total
value of $59,500.00.

2. Jay Rosenbitm: #1-100 "Solo" 25X44 serigraph; 111-80; #1-100 edi-tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,500.00; 270 pledged.

Paragraph #3, Use of Collateral:

The additional collateral will be stored at:

88 Grand Street
New York, New York

Atrn: Mtr. John Nichols
Print Maker

KENNEDY FOR PRESIDENT COfITEE

|
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Li-.fective date: July 29, 1980

ADDENIUMI
Kenned), for President Commuittee

Adenduzi to Security Agreement dated March 7, 1980, between KENEDY FOR PRESIDENTC-;,XIITTEE and DITRICT OF COLIBIA NATIONAL BANK, WqASHINGTON, for a loan in the
amount of $240,000.00. The following art work will be held as additional security
on the mentioned loan:

C.J. Yao: #11-180 untitled 25X41 serigraph; edition of 200,
170 pledged, appraised at $350.00 for a total
value of $59,500.00.

.Jay Rosenbium: #1-100 "Solo" 25X44 serigraph; #11-80; #1-100 edi-tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,500.00; 270 pledged.

Sriid security will be stored at:
88 Grand Street, New York, New York
attn" .Mr. John Nichols, Print Mtaker

[ EYWRIT P
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,.ffective D]ate: July 29, 1980

KENNEDY FOR PRESIDET (X1rflEE

Addendtuu to Security Agreement dated March 7, 1980, between KEND FOR PRESIDENT
CO4MI1TE and DISTRICT OF COLUMBIA NATIONAkL BANK, WA&ItINGTON, for a loan in the
amount of $240,000.00.

Said Security Agreement will be modified as follows:

Paragraph 1, Definitions; section (d): The following art work will be held as
additional security on thne mentioned loan:

1. C.J. Yao: #11-180 untitled 25X41 serigraph; edition of 200,170 pledged, appraised at $350.00 for a total
value of $59,500.00.

2. Jay Rosenbium: #1-100 "Solo" 25X44 serigraph; #11-80; #1-100 edi-tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,500.00; 270 pledged.

Paragraph #3, Use of Collateral:

The additional collateral will be stored at:

88 Grand Street
New York, New York

Attn: Mr. John Nichols
Print Maker

KENNEDY FOR PRESIDENT COr${ITTEE

By:4/Z

: . .. .... .... i: : : :i ::i : :;: : : : i : : i f
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KENNEi FoR PRES, DENT
March 7, 1980

District of Columbia National Bank
1801 K Street, NW
Washington, DC

Attention: Thomas Condit, President

Dear Sir:

This is to inform you that in connection with the loan
made by your bank to the Kennedy for President Committee
pursuant to an agreement of March 7, 1980, the Committee
pledges as collateral 300 serially numbered (1 through 300)
Wyeth Kennedy '80 lithograph art prints each signed and
numbered by Jamie Wyeth, titled by the artist, "mTo Sail
Against the Wind." The lithograph stone used to produce
these prints has been destroyed and these are the only
Wyeth Kennedy lithographs produced.

The Collateral will be stored at the offices of Circle
Fine Art, 345 Park Avenue South, New York, New York 10010,
and released in whole or in part for transfer to a contributor
only upon written release from the bank. Notice for release
of the lithographs will be sent to Joseph Hakim, an agent of
the Committee, at 200 Park Avenue, New York, New York 10017.

It is agreed that if there are no sales within one (1)
month from the above date, the campaign agrees to curtail the
loan by $100,000. Furthermore, it is agreed that should sales
of the Wyeth lithograph occur slower than antioipated the
Committee will use best efforts to retire the loan from other
income. The average weekly intake of the Committee is
approximately $225, 000.

Enclosed is a copy of the appraisal from Stephen Lion,
a member of the Appraisers Association of America. This
appraisal was made on March 6, 1980.

Very truly yours,

Stephen E. Smith
Chairman

Enclosure

1250 22ND STREET N.W WASHINGTON D.C. 20037 TELEPHONE: (202) 861-6000

A copy of our report is filed with the Federal Election Commission
and is available for purchase from the Federal Election Commission, Washington, D.C.

EXHIBIT C
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March 6, 1980

H:r. William 0ldaker
Counsel1
:e: r.edy For President Committee

1250 22nd Street N.W.
Wastijijton D).C. 20037

APPRA ISAL

This is to certify that I, Stephan Lion of the firmof' Lion Arts, Inc., located at 201 East 66th Street
:ew York, .New York 10021, telephone number(212) 288-4655. am a member of the Appraisers
As'sociation of America, Inc. and a qualified
appraiser of the article listed belowl that I have
carefully examined said article at the request of, r. Joseph Hakim of Joseph I'. Kennedy Enterprises,Suite 3021, 200 Park Avenue, New York, New York 10017,
arid in my judgment the current value is as follows,

One oriqinal si. ned and numbered four cOlor-_litho::rar~h (unramied) by Ja.ie 'yeth "Ted j~nnedy"26 1/2"' x 37", part of an edition of 300 with 60
artist's proofs-----------------$ 850 to $ 1,000

St4phan Lion
t" erer of the Appraisers Association of America, Inc.

EXHIBIT0



200 PARK AVE~NUE~
NEWN YOI4K, N.Y. 10017

M. rch 7, 1960

f)i~rict uf Colur.ths, National Dlank

Att,.n.:i~r of 'ihornagi Condlit, President

I)ec i' Str:

In cntnection with a loan being made by you to
th.e KtLtcKly fco Presideunt Cor Itteo (tho "Comrittee'),
puL u~Int to Ji [,tter Agjreement of cven date between
t:h-e Cc= .. ittoe iind you secured by a Socurity Agreement
of e'ven dite, a copy of which is in nty possessions

(1) as aijet of the Conmtttoe I have possession
,,A tht,: Collt,.ral described In the Security

(.i) 300 irially numbered (1 through 300)
;, .,.t|h Kennedy '80 lithogjraph art prints
C.,:h ..iqnod by Janie Wyeth;

(2) the Collatueral will bo stored at the offices
of Cir'le aino Art, 345 Park Avenue South, Now York, tNew
York, ar..i z:ileisi in whole or in part, for transfer to a
oz:tribut:.,ni only upon the prcsentation of a written release

Very truly yours

Joseph E. iai

EXHIBIT E.
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Check below if goods areor are to become fixtures.
D] TO BE RECORDED IN

LAND RECORDS
This Financing Statement is prei
Commercial Code.
Maturity date (if any)

(Last Name First)
Kennedy For President Commit

FINANCING STATEMENT I FrFln me s

I F i e N o . .. . . . . . . . . . . . . . . . .

sented to a filing officer for filing pursuant to the Uniform

tee
1250 22nd Street, N.W., WashingtonD.C. 20037

Name of Secured Party or assignee No. Street City_District of Colurnbia NationiaT Bank, Washingto .'iToj K StreetN.W.,1. This financing statement covers the following types (or items) of property: (Liststions may be on separate sheets firmly attached hereto.) (Dflwrl,,. Y Wash., D.

300 Serially Numbered Wqyeth Kennedy '80 lithograph art printstitled "To Sail Against the Wind", as more particularly describedin a Security Agreement dated March 7, 1980.

(If affixed to realty-state value of each article)
CHECK THE LINES WHICH APPLY2. 0 If collateral is crops: The above described crops are growing or will be grown on: (Fur-nish general description of real estate and name of record owner.)

3. 0] If collateral is goods which are or will become fixtures: The above described goods arefixed or will be affixed to: (If affixed to realty--state value of each article.) (Furnishgeneral description of real estate and name of record owner.) If blocks system is main-tained, state house number and street, if there be any, or block reference.

4. ' Proceeds of collateral are also covered: o Products of collateral are also covered:5. (This section applicable in Maryland only.) STRIKE OUT INAPPLICABLE WORDINGThe underlying secured transaction (s) being publicized by this Financing Statement is is noesubject to the Recordjatjon Tax imposed by Article 81. §§ 277, 278 annotated Code of Maryland,as amended. If subject, the principal amount of the debt is
Debtor (s) or assignor (s)

Stephen Smith
(Type or print name under signature)

BANK, ',,ASH.• L (Seal)

Signature of Secured Paty or Asigrnt~
rhom S. Condi Preident CEO

(Owe.rner, o r Ofiiet and Title)(Signatures must be in fnk)

'fIR 25

-t 

3

1~4M '00

EXHIBIT F
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Mr. Joseph Hakim
Sui te 3021
200 Park Avenue
N.ew, York, New York 10017

Dear ..Mr. Ilakim:

In accordance with the termns of the Security Agreement dz .ted ,March 7, 1980,

1betw..:en District of Colturia National Bank and Kennedy for President

Cc.rn.ittee, this is to authorize a partial release of collateral, as follows:

Print numbers, as follows:

#6

#7

#8

#9

#100

DISTRICT OF COLUMBIA NATIONAL BANK

By: K~td4 (7
Date: O, .,,A( t7 /9 ¢,o

Jf9,(i,~

IJ

EXHIBIT 0
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1250 22nd Street NW.
Washington. D.C. 20037
202-861-6000

District of Columbia National Bank
lS01 K Street, N.W .
W ashington, D.C. 20006

Attn: Barbara Greenw'ald

This is to authorize you to debit our account #264-093-7 in the amount

of $ 10,000.00 for the purpose of reducing our outstanding loan

balance. In accordance with the terms of our Security Agreement dated

March 7, 1980, we would appreciate your executing and forwarding to

Mr. Hakim the enclosed partial release of collateral.

KENNDY FOR PRESIDENT' C(WITEE

Date: 25 April 1980

A Ccpy of our report is Id with the Federal Election Commission and is availale to purchase Irom the Fedleral Election Commission Washington. D.C 20463

EXHIBIT HI
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Mr. Jcseph HakimSuite 3021
200 Park .Avenue
New York, New York 10017

Dear M.r. Hakirn:

In accordance with the terms of the Security Agreement dated March 7, 1980,

bet.,een District of Cohtnbia National Bank and Kennedy, for President

Com,.ittee, this is to authorize a partial release of collateral, as follows:

Print numbers, as follows:

#101
#102
1103
#104
#105
#106
#107
#108
#109
#110

KENNEDY FOR PRESIDENT COMMITTEE

DISTRICT OF COLUMBIA NATIONALBANK

Q Y1AL~~7X (cYC)

By: GA 9~2. ~
6ssuJJ4'k7 Vc~ ,.% £/O6A~/

EXIII

Date:

. ... ... . .... .. . . ... ... ..... ..... -.... .. . .. . .... " ' ......... ': . D -: " :: L; : . : . ...... .Z .: . .: = : - - . : .: • = .. .. . .. .. .. .k • . . _ ; . .. .. .
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1250 22nd Street N.W.
.Washington. D.C. 20037
202.8.4000oo

District of Columbia National Bank
1801 K Street, N.W.
Washington, D.C. 20006

Attn" Barbara Greenwald

This is to authorize you to debit our account #264-093-7 in the amount
of $ 5,000.00 for the purpose of reducing our outstanding loan

balance. In accordance with the terms of our Security Agreement dated

March 7, 1980, we would appreciate your executing and forwarding to

Mr. Hakim the enclosed partial release of collateral.

KENNEDY FOR PRESIDENT C(WITFEE

Date: May 16, 1980

A copy O ur feport is flea w~lfl me Feaeral Electhon Commission and ,s available for purchase from the Federal Election Commission. Washingon. D C 20463
.."2Bw

EXflIBITJ

°., . -
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1250 22nd Street N.W.
Wshington. D.C. 20037
2028-e6000oo

District of Colunbia National Bank
1801 K Street, N.Wq.
Washington, D.C. 20006

Attn: Barbara Greenwald

This is to authorize you to debit our account #264-093-7 in the amount

of $ 5,000.00 for the purpose of reducing our outstanding loan

balance. In accordance with the terms of our Security Agreement dated

March 7, 1980, we would appreciate your executing and forwarding to

Mr. Hakim the enclosed partial release of collateral.

KENNEDY FOR PRESIDENT CO TWTEE

Date: May 30, 1980

A copyvC OI." repo¢! is tied willt he I t'Jv:,l E lection C'rntnis..son arid is; oa,3,b,Io ic lueca.e leoni the Fedeqal rlectbon Convmis.on W;iSh~ngllO,,. D C 20463
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:tce 3021

... York, ... , York I 001 7

* ,..r Mr. "" " ; "

It. ;.cco'rd&:ce wi]th the t o-r_, of the Security Agree,.,nt dated Marich 7, 1980,

:=,c .:c, n ~i str:-ct of Co~t.>iS]a N~tivona1 Bank and }[enedy for Pr,_si dent

Ccm:rittee, this is to authorize a partial release of collateral, as follows:

Print Nd;:bers 116
117
118
119
22

KENNEDY FOR PRESIDENT COMMITTEE

By:

I)ISTRICT OF COI.AJ.P, A N'ATION'AIL BANK

CVtA~ I ~ ~'

By: $ § 92. "' /,, L ~

t/Li

EXHIBIT L

Date:

,- .. ..... .: . .. . • ... . . . . ... . ........ , k -;:. -,-, , .:,.kS. , < ; .L-:, £ -< ,,, .,: - ;: .... -,, . :<,..:i = ,,<<",<,;-'. : . , -: <, i:,,? 
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1250 22nid Stree~t N.W.
Washington. D.C. 20037
202-861-4000

District of Columbia National Bank
1801 K Street, N. W.
Washington, D.C. 20006

Attn: Barbara Greenwald

This is to authorize you to debit our account #264-093-7 in the amount
of $8,000.00 for the purpose of reducing our outstanding loan

balance. In accordance with the terms of our Security Agreement dated

March 7, 1980, we would appreciate your executing and forwarding to

Mr. Hakim the enclosed partial release of collateral.

KENNEDY

By.

June 26, 1980

Enclosure

A cs,, c" o., repot!i 'S t'ied ti, tne Federal Election Commission and is available for purchase from the Federal Election Commisson. Washington. D.C 20463

EXHIBIT NI
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June 26, 1980

.r. joseph i-akim
>uite 3021
200 Park Avenue
.Iew York, New York 10017

Dear Nr. 1!akixn:

Inl accordance with the terms of the Security Agreement dated March 7,

1980, between District of Columbia National Bank and Kennedy for

President Coimmittee, this is to authorize a partial release of

collateral, as follows:

Print Numbers 24
40

120
121
122
123
124
125

KENNEDY FOR PRESIDENT COMMITTE"U %.

in
DISTRICT OF COLUMBIA NATIONAL BANK

cc: John NicholsTwichell-Nichols Printmakers"
75 Grand Street
New York, New York 10013

By:

A- = . f,, . ' *i r w.-:,ir. the Fe.derai Fiect on Corr,". s~or arid Is avaab'e toe purchas.e t~om tie Veaera: Eec: or Cu- r, ssur ;asntng:o. D C 23d63

EXHIBIT N
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*025 Eye St. N.W. Waot ,ng)g. D C c":-i
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FINANCING STATEMENT

Check below if goods areor are to become fixtures.
o TO BE RECORDED IN

LAND RECORDS
This Financing Statement is presen
Commercial Code.
Maturity date (if any)
Name(s) of Debtor(s) or assignor(s)
(Last Name First)

KENNEDY FOR PRESIDENT CO.WT'ITEE

ted to a filing officer for filing pursuant to the Uniform

No. Stret

1250 22nd Street, N.WV., Washington, D.C. 20037

Nae f u redy or assignee No. Street .j y State?I ? - INI 1801 "K" Street, N.W., Was-hington, .C. 20006
1. This nnancmng statement covers the following types (or items) of property: (Lists or descrip-

tions may be on separate sheets firmly attached hereto.) (Describ~e)- -""-
Art work as follows:

~4-J

- e.4 z,

'-..-, *(.J

:: - .) U

#11-180 untitled 25X41 serigraph; edition of 200, 170 pledgedappraised at $350.00 for a total value of $59,500.00.

#1-100 "Solo" 25X44 serigraph; #11-80; #1-100 edition of 300
(3 states of 100); appraised at $350.00, for a total value of
$94,500.00; 270 pledged.

(If affixed to realty--state value of each article)

CHECK THE LINES WHICH APPLY
2. 0 If collateral is crops: The above described crops are growing or will be gr'own on: (Fur-

nish general description of real estate and name of record owner.)

3. 0] If collateral is goods which are or will become fixtures: The above described goods are
fixed or will be affixed to: (If affixed to realty-state value of each article.) (Furnish
general description of real estate and name of record owner.) If blocks system is main-
tained, state house number and street, if there be any, or block reference.

4. X Proceeds of collateral are also covered: [] Products of collateral are also covered :
5. (This section applicable in Maryland only.) STRIKE OUT INAPPLICABLE WORDING

The underlying secured transaction (s) being publicized by this Financing Statement is is not
subject to the Recordation Tax imposed by Article 81. §§ 277, 278 annotated Code of Maryland.
as amended. If subject, the principal amount of the debt is

Debtor (s r assignor DITIC F OJM A A INL_NN ORPREyI j ITEE BANTRK, OFH C(LUB[T .T[N;V/1

__: fBy: -~Lh K %"-4

(Type or print name under signature)

(Corporate, Trade or Firm Name)Barbara N. Greenwald, Ass't. Vice-Pres.
Signature of Secured Party or Assignee

(Owner, Partner or Offcer and Title)
(Slgnature must be In Ink)

EXHIBIT 0

Waihngton Law Reporter Form 10O0

For Filing Officer Use
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Date &
Hour .............................

C.J. Yao:

Jay Rosenblun:
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The Commission's apparent concern over the legality of

certain loans by Chemical Bank of New York, D.C. National Bank,

and Mark Twain National Bank (St. Louis) is based on a

misunderstanding of the facts surrounding the creation of the

artwork and the negotiation of the loans as well as an inaccurate

construction of relevant law. The General Counsel's Analysis of

these loans raises issues that involve the law of secured

transactions, copyright law, and federal election campaign law.

To understand these legal issues requires that the Commission

first fully understand the facts.

A. The Facts.

The artwork that is the subject matter of this

enforcement action does not consist of "rerdcin as the

General Counsel's Analysis maintains. Instead it is entirely

made up of original works of art prepared through the efforts of

artists who volunteered their services to the Committee. With

the exception of the single oil painting by Richard Anus:'kiewicz

pledged to Chemical Bank, the works consist of serigraphs and

lithographs. With the latter two types of art, the artist

creates the design. The original work is produced through a

silkscreen process (in the case of serigraphs) or from stone

etchings (in the case of lithographs). Accordingly, it is

entirely inaccurate to call these works "reproductions." They

are, in fact, distinct original works of art issued in a series

of multiple originals. They are the Committee's property because



they were created at the Committee's expense using the

volunteered creative services of the artist, not because the

artist donated them to the Committee (indeed this would be a

prohibited contribution if the work's fair market value exceeded

$1,000).

It does appear that with each of these loans 2 series

out of the artwork collateral pledged had not been finally pulled

by the print shop at the time the loan papers were signed. (See

- the Committee's Response to the Commission's First Questions,

.... Appendix A hereto.) This fact was not known to the banks because

the Committee officers who negotiated the loans believed in good

faith that they had been pulled. (As will be discussed in the

° legal analysis, however, the final pulling or printing of these

O works of art which were pledged as collateral is immaterial to

" the validity of the bank's security interest in it as long as the

• - Committee had rights in the collateral. See pp. 14-16, infra.)

9 There was no conscious attempt to mislead the banks nor any

dereliction by the banks in securing their loans. It was simply

due to a mistaken belief on the part of the Committee's officers

that what was supposed to have been done in fact was done. In

sum, there is less here than meets the eye.

The General Counsel's Analysis ignores the sole

issue that the Commission must address in reviewing these loans:

were the loans made in accordance with applicable banking laws

and regulations and in the ordinary course of business? See 2
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tJ.S.C. S431(8)(B)(vii), 11 C.F.R. Sl00.7(b)(ll). The only

legitimate purpose of the Commission's inquiry is to determine

whether the banks made a prohibited contribution. For this

purpose the fact that a portion of the collateral was nonexistent

is irrelevant unless that fact was known to the banks when the

loans were made. (Even then, the question would still remain

whether the non-existence of a small portion of the collateral

would so materially alter the basis of the loans as to make them

outside the ordinary course of business.) When viewed from the

perspective of the banks, these loans were clearly in the

ordinary course of business because:

(1) Even without the missing collateral they were
fully secured;

(2) They all bore commercially reasonable rates of
interest (all were above prime rate);

(3) All the loans were made in accordance withl
applicable banking laws and regulations;

(4) All were subject to a due date;

(5) Neither the bank officers nor the Committee
officials who negotiated the loans knew part of
the artwork had not been printed.

Accordingly, there is no hint of an attempt by any of the banks

involved in these loans to make a contribution to the Kennedy for

President Committee by making loans on a preferential basis or

that they did not reasonably expect to be repaid. (And, in fact,

the loans were fully repaid with interest.)
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1. Chemical Bank Loans.

The loans identified in the General Counsel's

Analysis as having been made by Chemical Bank on April 18, 1980,

and May 2, 1980, in fact were made up of a series of five loans

aggregating $750,000. As more fully set out in our response to

Question 1 of Appendix A, the artwork was only secondary

collateral for these loans because the bank was primarily looking

toward the Committee's federal matching fund payments for

satisfaction of the Committee's debts. To secure the bank, the

Committee assigned its future matching payments to the bank and

insured Senator Kennedy's life with Lloyd's of London.

The General Counsel's Analysis identifies three

works of art as not having been in the Committee's possession at

the time they were pledged as collateral. It bases this

identification on the statements of Miss Joanne Rosskam to

Commission auditors on November 7, 1981. The three works in

question are an original single-edition acrylic on canvas by

Richard Anuszkiewicz, and two series of original lithographs by

Nassos Daphnis ("SSK II 80") and Nicholas Krushenick ("Par

Avion").

Miss Rosskam did not make the statements the

auditors claim she made. She did not state the Anuskiewicz was

not in the Committee's possession when pledged. See Affidavit of

Joanne Rosskam, Appendix 8. The Anuskiewicz in fact was in the

Committee's possession and was kept at the business office of the
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Committee's Chairman. The Daphnis and Krushenick works in

question were not printed at the time they were pledged.- / The

Committee's officers who negotiated the loan believed they had

been printed and the loan was negotiated on that assumption. It

was not until the Summer of 1981, in connection with the

Commission's audit, that the Committee Treasurer discovered that

through an oversight they had not been printed.

Even so, the failure to print these works (which

have since been printed) is of little importance. It did not

affect the validity of the security agreement (see pp. 14-16,

infra. ) and represented a tiny portion of the total collateral

pledged. The General Counsel's Analysis gives a misleading

impression of the extent and impact of the Committee's

oversight. The $750,000 in loans received from Chemical Bank was

secured by, in addition to the assignment of matching funds,

4,721 pieces of art with an aggregate appraised value of

$2,034,350. Of this total the unprinted Daphnis and Krushenick

works comprised only 335 pieces with an appraised value of

$124,250, or 6% of the total collateral pledged. Considering the

fact that the artwork was only secondary collateral in the first

1/ Here again, Miss Rosskam's statement is misquoted. She did

not tell the auditors the works had never been printed, as
the GC Analysis states (at p.5,6). She in fact told the
auditors the works were in the process of being printed.
See Appendix B. If the Commission is to initiate
enforcement actions based on unsworn oral hearsay, it should
at least ensure the statements were not misrepresented.
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place, the Committee's failure to print 6% of the collateral was

plainly inadvertent and had no substantial effect on the bank's

risk.

2. D.C. National Bank Loans.

The General Counsel's Analysis only mentions the

Yao and Rosenblum works as collateral for the $240,000 D.C.

National Bank loan. This was merely voluntary additional

collateral pledged effective July 29, 1980, to further secure the

original March 7, 1980, loan. Neither the text of the General

Counsel's Analysis nor Attachment 1 (Item 3) thereto mention the

original collateral for the loan, which was a complete series of

300 Jamie Wyeth lithographs with an appraised value of

$240,000. Accordingly, the loan was fully collateralized even

without the Yao and Rosenblums. The Yao and Rosenblum works were

pledged because fundraising by the Committee was less than

anticipated and the Committee wanted to ensure that D.C. National

Bank would have priority over other creditors to more than enough

artwork to satisfy the debt if the Committee were forced into

default. It would be ironic indeed (an a lesson to future

committees) if the Commission were to hold that the Committee

somehow violated the Act by trying to make the bank more secure.

3. Mark Twain National Bank Loan.

The General Counsel's treatment of the Mark Twain

National Bank's two $10,000 loans to the Committee is more

puzzling. We simply do not know why the April 6, 1980, loan is
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listed in Attachment 1 since no mention of it is made in the text

of the GC Analysis. In any event, the loan was secured by 40

Rauschenberg lithographs appraised at $48,000, plainly adequate

collateral for a $10,000 loan. The second $10,000 loan, made on

May 28, 1980, was secured by 40 pieces of art work by Nesbitt and

Levine with an appraised value of $16,000 in addition to the Yao

and Rosenblum works. Accordingly, even without the Yao and

Rosenblum works, the loan was fully secured. Futhermore, a

, secured creditor has the right to determine application of

payments to maximize his security, so that, in effect, the entire

body of $54,000 in printed collateral may be considered as

securing the total $20,000 in loans. See U.S. v. Pollack , 370

"F F.2d 79 (2d Cir. 1966).

CD SUMMARY

It must be remembered that all these loans were in fact

repaid with commercially reasonably interest. In such

circumstances the question of adequate collateralization becomes

rather academic. These were not "sweetheart" arrangements. They

were commercially reasonable, and profitable, transactions

entered into by the banks in the ordinary course of their

business. In each case, even without the unprinted collateral,

the bank was fully secured. If the Commission intends to bring

enforcement actions on as shaky grounds as presented by the
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General Counsel in this matter, no sensible banker will lc

money to a federal candidate again.

B. The Law

1. Under The FECA There Can Be No S44lb Violation
Unless The Loans Were Outside The Ordinary Course
of Business

Whatever the circumstances that led to the

premature pledging of some of the collateral, there can be no

violation of 544lb unless the loans were made outside the

ordinary course of business. See 2 U.S.C. S431(8)(B)(vii). In

order for there to be a violation of S44lb by the Committee,

there must be a concomitant violation by the banks. If the

transactions, based on the facts known to the banks, were within

the ordinary course of business, there is no violation. This is

true even if in fact, unknown to the banks, some of the

collateral was not yet in existence.

All that occurred in this case was a good faith

mistake on the part of the Committee's officers who negotiated

the loans. The mistake was understandable in that it concerned

such a small portion of the thousands of pieces of art created by

the Committee. The banks were totally unaware that some of the

artwork was not printed. Accordingly, there could not be a S44lb

violation unless the terms of the loans as agreed to by the banks

were outside the ordinary course of business. For this p~urpose,

the existence or non-existence of the collateral is irrelevant
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because the transaction must be viewed entirely from the

perspective of the banks.

The General Counsel's Analysis focuses on the

existence or non-existence of a small portion of the collateral

as the dispositive factor in determining whether the loans

violated 2 U.S.C. S44lb. Without a shred of evidence that the

banks knew of the Committee's oversight, and after the loans have

been fully repaid with above-prime interest, the Commission

subjects three reputable banks and this Committee to a full-blown

enforcement investigation acting solely on unsworn oral

hearsay. Rather than indulge in esoteric discussions ove~r

"reproduction rights," the Commission should read the Federal

Election Campaign Act's standards for determining whether a loan

by a bank to a candidate is legal:

• .made in accordance with applicable
law and in the ordinary course of
business, but such loan--

(I) . .

(II) shall be made on a basis which
assures repayment, evidenced by a
written instrument, and subject to a due
date or amortization schedule; and

(III) shall bear the usual and
customary interest rate of the lending
institution;

2 U.S.C. S431(8) (B) (vii). This is the standard by which these

loans are to be measured.
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No challenge is made to the interest rate

charged. Nor does the General Counsel's Analysis dispute the

validity of the written instrument, and the loans were, in fact,

subject to a due date. All that remains is whether they were

"made on a basis which assures repayment."

All of these loans were sound. The Chemical Bank

loans were primarily secured by the Committee's expectancy of

matching funds and only secondarily by the artwork (only 6% of

which was not printed). The use of expected matching funds as

collateral was expressly sanctioned by the Commission in MUR

1195, involving an earlier Chemical Bank loan to the Kennedy for

President Committee. In that matter the General Counsel stated:

Complainant alleges, however, that the
[expected matching funds] was not sufficient
security because almost $800,000 of the principal
of the Bank loan was paid to the Committee before
it was certified by the Commission as eligible to
receive matching funds. Thus, essentially the
Complainant asserts that a campaign loan must be
secured by, at minimum, a future interest, and
that to provide a loan secured by a future
expectancy results in a loan made out of "the
ordinary course of business" ....

•.President Carter's campaign committee
obtained a bank loan in 1976 collateralized by
matching fund payments at a time when that
committee was not certified by the Commission to
receive matching funds; and the Baker Comiaittee
obtained a $75,000 loan from a Tennessee hank on
September 11, 1979, also collateralized by
matching funds, although the Baker Committee was
not certified as eligible to receive such funds
until November 13, 1979.• . . This is a further
indication that it is within the customary
practice of lending institutions to make loans to
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political committees secured by the expectancy of
matching fund payments. In this instance the Bank
took additional steps (i.e. the certificate of the
Committee treasurer, the insurance policies on the
Senator, the Committee warrants not to violate the
Act) to protect this future expectancy, and thus
make it a reasonable expectation, as well.o

MtUR 1195, First General Counsel's Report, at 6-7 (Adopted June 4,

1980). Futhermore, in the present case, there was printed

artwork worth $1,910,100 securing $750,000 in obligations. In

MUR 1195, however, the Commission approved loans of $200,000 by

Chemical Bank secured by $300,000 worth of Warhol prints (a much

lower collateral-obligation ratio) stating:

The final allegation of the Complainant
concerns the loan payments of $100,000 on February
11, 1980 and March 11, 1980 to the Committee, for
which the Committee pledged the additional
security of 1500 Andy Warhol art prints of Senator
Kennedy. The Complainant alleged that if the
value of those prints is in excess of $1000 the
Committee accepted an excessive contribution from
Mr. Warhol; and if the value of the prints is
$1000 or less, then the loan payments of $200,000
were insufficiently collateralized.

As noted in the recitation of facts above,
the 1500 prints made by the Committee fron a work
of art created by Mr. Warhol were valued at
$300,000. See n. 3, supra. Thus, it seenls clear
that they wer-e sufficient collateral for the
additional $200,000 in loan payments to the
Committee.

Id. , at 7.

The General Counsel's Analysis alleges that the

D.C.Natinalank loan somehow violated the Act because at aD.C. National
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later date the Committee pledged additional collateral that had

not been printed. Presumably, if the Committee had not attempted

to increase the bank's security no question would now be

raised. The plain fact is that even without the supplemental

collateral the loan was fully secured by the 300 Wyeth prints

originally pledged. Similarly, the Mark Twain National flank

loans were more than fully secured by the Rauschenberg prints, as

well as the Nesbitts and Levines that the Commission has not

questioned.

The Commission's present concern over fractional

differences in collateral becomes an exercise in bureaucratic

"nit picking" when one considers some of the bank loans that the

Commission has approved in the past. In MUR 216/239 the

Commission approved $125,000 in loans to a Senate candidate on a

personal note with no collateral. There the General Counsel's

Report stated:

As an initial matter it would seem that the
presence or absence of security from the c=andidate
might well be a factor under the FECA in assessing
the merits of a loan. .... Parts of the
legislative history, noted above, emphasize
security as a factor of importance. Without more,
however, the words of the Act do not seem to
establish anything nearly so specific as i

requirement for security, especially in light of
the underlying purpose of the amendment to remove
ordinary bank loans from the definition of
contribution.
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MUR 216/239, General Counsel's Report, at 29 (Adopted June 15,

1977). In MUR 515, the Commission did not even question an

unsecured $30,000 loan on a note with no due date or repayment

schedule made to a House candidate.

Viewed in this light, the loans were clearly

within the ordinary course of business. They were all above

prime rate, they were more than fully secured, and they were in

fact repaid according to their terms.

No misrepresentation occurred on the part of the

Committee because the officers who negotiated the loans fully

believed all the collateral pledged existed.

The ownership of copyright is irrelevant so long

as the banks believed the Committee had title to the

collateral. Unless the Commission can show the banks made the

loans with full knowledge that certain collateral was not printed

there is no possible S44lb violation, copyright or no

copyright. This is the fundamental flaw in the General Counsel's

Analysis. It proceeds on the assumption that if the Comiaission

decides at a later date that the law or the facts were not as

represented to the bank by the Committee there may be a violation

of S441b. Such an approach turns the transaction on its head

because it is the banks who are accused of making a prohibited

contribution, not the Committee.

There is no evidence before the Commission that

the banks knew the facts to be other than as stated in the loan
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documents. All there is is a small oversight on the Committee's

part as to a portion of the collateral, which oversight hlad

virtually no effect on the banks' risk. Since the banks were

unaware of the oversight, as were the Committee's officers until

the FEC audit, no possible violation of S44lb exists.

2. The Banks Had Valid and Enforceable Security

Interests

The GC Analysis says "If the rights [of

reproduction] were not held, and even if they were but the prints

had not yet been reproduced (sic], the loans could be deemed

contributions by the banks .... " GC Analysis at p.4. The

'reproduction rights" are irrelevant because we are dealing with

original works of art produced by the Committee. See pp. 1-2,

supra. The General Counsel appears to suggest that if the works

had not yet been printed, there was no valid collateralization of

the loan. This position reflects a fundamental misunders3tanding

of the law of secured transactions.

Secured transactions are governed by Article 9 of

the Uniform Commercial Code (in force in Missouri (Mo. Ann. Stat.

S 440.9101, e t. se.) New York (McIinney's U.C.C. SS9-101, e t.

seq.) and the District of Columbia (D.C. Code §528:9-101, et.

seq)).In order to create a valid security interest, it is not

necessary that the debtor have title to the collateral, or that

the collateral be in existence, at the time the loan is made and

the security agreement signed. See U.C.C. 59-203(l)(c). An

enforceable security interest is created where:
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(1) the collateral is in the possession of
the secured party [i.e., the bank], or
the debtor has signed a security
agreementj

(2) value has been giveni and

(3) the debtor has rights in the collateral

U.C.C. S9-203(l). A security interest attaches as soon as these

three elements are satisfied, regardless of their order of

occurence. 4 R. Anderson, Uniform Commercial Code, S9-204:4, at

175 (1971 E. Supp.). Accordingly, a valid security agreement may

be entered into, and quite commonly is, before the debtor has

acquired title to the collateral. For example, a debtor may

pledge as collateral business equipment and supplies he has

ordered and intends to pay for with the proceeds of the loan even

though he does not have title to the collateral, or crops; that

have been planted but have not yet been harvested. The :oncept

of "rights in the collateral" does not imply ownership but any

interest in the property that would enable the debtor to pledge

it, including the mere permission of the true owner to pledge it

or even in certain circumstances that the true owner is estopped

from objecting to its being pledged. See, e~. In re Pubs,

Inc., 518 F.2d 432 (7th Cir. 1980).

Accordingly, the existence of the collateral does

not affect the validity of the security agreement but only the

time at which the security interest attaches. Furthermore, the
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secured party, in the event of default, succeeds to the debtor's

rights in the collateral. For example, if the Committee had not

printed any of the art, in the event of default the bank would be

able to either require the Committee to print it or exercise the

Committee's production rights by printing the unprinted work and

defraying its expenses out of the proceeds of its sale of the

collateral.

The existence or non-existence of a portion of the

." collateral therefore does not have the significance under the

U.C.C. that the General Counsel's Analysis implies. The banks

would have been in a marginally better situation if all the

artwork had, in fact, been printed. But in the case of a default

.... the fact that a small portion of the artwork was not printed

~would have given the banks the same interest that the Con~mittee

~had, that is, to cause the printshop to pull the pieces of art.

3. Ownershi? of the Copyright to the Artwork is in
,. the Commite

7 The General Counsel's Statement says, "There is a

question whether the Committee obtained express agreement from

the contibuting artists for reproduction rights to the works

pledged in obtaining the loans. The existence of such rights at

the time the loans were obtained is critical to a determination

whether the loans satsify the requirements of S431(8)(vii)(II)."

GC Analysis, p.4. This is wrong. We are not dealing with

reproductions of artwork donated by artists. Such a donation of

artwork would violate the Act if the fair market value were over
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$1,000. We are dealing with the creation of original works of
art at the expense of the Committee by artists who volunteered

their services to the Committee. The distinction is critical not

only for election law purposes but also for copyright purposes.

If the artists had merely donated pre-existing works of art, or

works created at their own expense and without involvement of the

Committee, copyright to the art work would remain in the artist

because the physical transfer of a work of art does not of itself

transfer ownership of the copyright. See 17 U.S.C. S202. But

when a work is created at the insistence and expense of another,

subject to that other person's control, and with materials

supplied by the other, it is a "work made for hire" under the

copyright laws and ownership of the copyright vests in the

employer, not the creator. 17 U.S.C. S201(b).

The 1909 Copyright Act codified the "works for

hire" doctrine recognized by the Supreme Court in Bleistein v.

Donaldson Lithographing Co., 188 U.S. 239 (1903). The 1976

Revision, that took effect on January 1, 1978, carried this

provision over with minor modification. 17 u.S.c. SS101,

201(b). The 1976 Act defines a work made for hire as "a work

prepared by an employee within the scope of his employment."

17 U.S.C. 510l. The required employer - employee relationship is

not defined by the Act, but has been clearly delineated by the

courts. The absence of compensation does not take a wor]: out of

the "works for hire" category. 1 M. Nimmer, Copyright,
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s5.031[1][a], at 5-12 (1978). Indeed the nature and amount, or

the absence of, compensation has been held to be of little

importance in determining whether a work is a "work made for

hire." See Epoch Producing Corp. v. Killiam Shows, Inc., 522

F.2d 737 (2d Cir. 1975), cert. denied, 424 U.S. 955 (1976);

Scherr v. Universal Match Corp., 417 F.2d 497 (2d Cir. 1969),

cert. denied, 397 U.S. 936 (1970). Instead, the crucial element

is whether the work was created at the employer s insistence and

expense or, in other words, whether the motivating factor in

producing the work was the employer who induced its creation.

Siegle v. National Periodical Publication, 508 F.2d 909 (2d Cir.

1974); Nimmer, supra, at p. 5-13. Another important factor is

whether the employer had the right to direct and supervise the

manner in which the work was being performed. Picture Music,

Inc. v. Bourne, 457 F.2d 1213 (2d Cir.), cert. denied, 409 U.S.

997 (1972). The actual exercise of such right is not

controlling. Copyright vests in the employer who has no

intention of overseeing the detailed activity of the employee.

Yardley v. Houghton Mifflin Co., 108 F.2d 28 (2d Cir. 1939),

cert. denied, 309 U.S. 686 (1940). Therefore, retention of

creative control by the employee does not defeat application of

the "works for hire" doctrine. Murayv. Gelderman, 566 F.2d

1307 (5th Cir. 1978).

The works pledged as collateral for the loans in

this matter were plainly "works for hire" under the above
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principles. The Committee provided the artist's materials and

determined when and where the serigraphs and lithographs would be

produced. The Committee had the right to direct and supervise

the work of both the artist and the printers. Obviously, the

artist had the right to refuse to perform but if he did so the

artwork would have been produced at his own expense (or the

expense of some other party) and not the Committee's. The

situation is directly analogous to the classic copyright case of

Lawrence v. Dana, 15 F. Cas. 26 (C.C.D.Mass. 1869) (No. 8,136).

In that case the complainant donated his services to a liw

professor's widow to produce annotations to two new editions of

the professor's Elements of International Law. Subsequently, the

widow conveyed back to the complainant the copyright of the

donated annotations. Then a new edition was published with

annotations by Richard Henry Dana, Jr., that allegedly pirated

the complainant's notes in the earlier editions. The respondents

attempted to void the contract (arguing that the copyright was

lost through lack of notice) on the basis that as the complainant

was already owner of the copyright, the widow had nothing to

convey. The court rejected this, stating:

Although the services were gratuitious, the
contributions of the complainant became the
property of the proprietor of the book, as
the work was done, just as effectually as
they would if the complainant had been paid
daily an agreed price for his labor.
•...[T]he court is of the opinion that none of
the authorities cited by the respondents to
show that a written assignment from the
complainant to Mrs. Wheaton was necessary
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have any proper application to the questionunder consideration; because the complainant
never acquired any right to demand a
copyright in his contributions to those two
editions, but the contibutions, as they were
made and composed or put in form, became
vested in the proprietor...

15 F. Cas., at 51.

In order to remove any doubt as to ownershlip of

the copyrights, the Committee is registering its copyrights in

the pledged works with the Copyright Office. Copies of the

certificates of registration will be provided to the Comnission

when issued. The Committee notes that such registration

certificates will be prima facie evidence of the ownership and

validity of the copyright. 17 U.S.C. S209; Novelty Textile Mills

v. Joan Fabrics Corp., 558 F.2d 1090, 1092 n.l (2d Cir. 1977); 1

NI. Nimmer, Copyright, S141.l (1978).
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CONCLUSION

The Commission has initiated an enforcement action on the

basis of unsworn oral hearsay where there is no reason to believe

a violation has occurred, let alone probable cause. If the

Commission had confined itself to the election campaign law this

matter would never have been initiated in the first place. The

only election law issue is whether these loans were prohibited

contributions by the banks. As it is clear they were not,

whatever minor irregularities occurred with the preparation of a

small portion of the artwork are simply irrelevant.

Respectful ly submi tted,

William C. Oldaker
Treasurer
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BEFORE THE FEDERAL ELECTION COMMISSION

IN THE MATTER OF
) MUR 1393

KENNEDY FOR PRESIDENT COMMITTEE

RESPONSE TO COMMISSION'S FIRST QUESTIONS
CJ~ e '1
~ '-~- ~

1. For each of the five loans listed above, relate theinformation given bank officials by the Committee's
representatives, before the loan documents were signed, in
describing the collateral pledged.

(a) Chemical Bank of New York Loans

The Chemical Bank loans listed in the Commissiorn's

questions were in fact a series of five loans for which artwork

was used as collateral. The loans were as follows:

Collateral

4/18/80 $210,000

5/5/80 $200 ,000

5/13/80 $165,000

5/20/80 $100,000

5/23/80 $ 75,000

Artwork (Loan I)& Matching Funds

Artwork (Loan II)
& Matching Funds

Artwork (Loan III)
& Matching Funds

Artwork (Loan IV)
& Matching Funds

Artwork (Loan IV)
& Matching Funds
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The roman numerals refer to the division of collateral

as pledged by successive amendments to the Security Agreements.

(Exhibit A.) Two Security Agreements were executed, one on April

18, 1980, for the initial $210,000 loan (Exhibit B), and one on

May 2, 1980, that maerged the April 18, 1980, loan collateral with

the May 2, 1980, loan collateral. (Exhibit C.) T.he May 2, 1980,

Security Agreement was then amended on May 9, 1980, by the

addition of a supplemental schedule of collateral for the May 13,

1980, loan (Exhibit D) and on May 23, 1980, by the addition of a

Supplemental Schedule for the May 20 and 23, 1980, loans (Exhibit

E). The notes signed by the Committee for each loan are attached

as Exhibits F through J. It should be noted that the division of

the collateral was a bit arbitrary since the five loans were

merged into a single body of collateral securing the entire

$750,000 in loans made.

The Security Agreements only reflect the artwork

portion of the transactions. The bank had much more valuable

intangible collateral under the terms of the loan agreements

signed on April 18, 1980; May 2, 1980; and May 9, 1980.

(Exhibits K through M.) Under those agreements the loan was

secured not just by the artwork but also by an insurance policy

on the life of Senator Kennedy with Lloyd's of London and an

assignment of future federal matching payments which totaled

approximately $4.13 million for the campaign. It was, iii fact,



the federal matching payments that the bank was looking towards

for payment of the loans and that is why the life insurance

policy was required as part of the loan agreement.

The Committee's officers honestly believed all the

artwork pledged at each stage had been printed. Chemical Bank

retained an art appraiser, Paul Zerler, who visited the artists,

interviewed each of them, and appraised the art pledged.

(Exhibits N through R.) Mr. Zerler's letters are prima facie

evidence that the artists had in fact at least completed the

artistic work for all the art pledged at each stage. The failure

to note that some works may not have been printed when pledged is

likely due to the fact that it is the artistic creation e3lement

(that had been completed) which is the most crucial factor in the

value of the artwork, not the physical printing of the final

lithographs and serigraphs.

In sum, the Committee officers described the artwork as

pledged in the various security agreements and supplemental

schedules thereto. They had no reason to suspect a few pieces

had not been printed. The artistic creation had been completed

as reflected by Mr. Zerler's letters. Negotiations on both sides

proceeded on the good faith assumption that all the work had been

printed. The appraiser gave his appraisal to the bank and no

questions were raised both because the crucial artistic i spect

had been completed and because the banks in fact were principally

looking toward the Committee's expected matching payments for

satisfaction of the loans.
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(b) D.C. National Bank Loan.

The D.C. National Bank loan of $240,000 made on March

7, 1980, was secured by pledging 300 Jamie Wyeth litographs

titled "To Sail Against the Wind" with an appraised value of

$240,000. The Committee pledged additional collateral effective

July 29, 1980, in the form of part of two series of serigraphs by

C.J. Yao and Jay Rosenblum. See Exhibits S, T.

The Committee officers who negotiated the loansi did not

know at the time that the Yao and Rosenblum works had not been

printed. They had been appraised by Mr. Zerler in conne':tion

with the earlier Chemical Bank loans and the Committee officers

had no reason to suspect they had not been printed. The

collateral was described to the banks as reflected in the

Supplements to the Note and Security Agreement.

(c) Mark Twain National Bank Loans.

Two loans were obtained from the Mark Twain National

Bank for $10,000 each on April 14, 1980, and May 23, 1980. See

Exhibits U and V. The collateral was described to the bank as

reflected in the Trust Receipts. The Committee officers believed

all of these works had been printed and had no reason to suspect

that any portion had not been printed. Negotiations wereu

completed with the bank on that basis.
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2. For each of the art work series pledged for the five loans
in question, please state when reproductions were made, how
many were made, and the costs of reproduction.

No reproductions were pledged as collateral for any loans.

The works pledged for the loans in question were original works

of art produced (with the exception of the Anuskiewicz) in

limited edition series.

The Committee did not keep a record of the date on wlhich

each work was printed because there was no requirement to do

so. We do know that the Anuskiewicz work was in the Comittee's

possesion prior to the date on which it was pledged and we

understand that Miss Rosskam so informed the Commission's

auditors. Miss Rosskam's affidavit will be furnished at a later

date. Through the FEC audit we discovered that as of Summer 1981

the following pledged works had not been printed:

Daphnis "SSK II 80"
Krushenick "Par Avion"
Yao Uniti tied
Rosenblaum "Solo"

(These works have since been printed.)

The number and costs of production of each

as follows:

ARTIST TITL

(1) Chemical Bank

Aach
Anuszkiewicz
Bolotowski
Daphnis

NUMBER
0E PRINTED

Loan I (Security Agreement 4,

"Split Infinity" 300
Untitled 1
"Red White & Blue 150
"SSK-80" 235

series pledged is

NUMBER
PLEDGED)

'18/80)

285
1

135
220

COST

$,00

$3,000
$2,250
$1,992
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ARTI ST

(1) Chemical Bank

TITLE

Loan I (continued)

Kruschenik
May
Nesbitt
Oppe nhe im

Prentice
Rosenblum

Saf f

Untitled"Tranquility
"Iris"
"Diamond Cutters
Wedding"
Untitled
"Sail" (States
1,2, & 3)
"Trophy for John"

Chemical Bank Loan II (Security Agreement 5/2/80)

Levine "States of
Consc iou sness" 300 285

Smith Unt itled 250 235
Sonfist "Views of America" 300 285
Stanley "Boston Baked

Beans" 200 185
Hart Untitled 300 285
Kour saros "Karm i" 300 285

Chemical Bank Loan III (Security Agreement 5/9/80)

Serra Untitled 200 18 5
Morr is Unt itled 300 285
Rauschenberg Untitled-

Photographs 200 18 5
Younge rma n "Swi rl" 200 185

Chemical Bank Loan IV (Security Agreement 5/23/80)

Ma ngold

Daphnis
Krushnick

"Rectangle With-inthree Rectangles
"SSK 11-80"
"Par Avion"

(5) D.C. National Bank Loan

Wyeth

Yao
Rosenbiumn

"To Sail Against
The Wind"
Untitled
"Solo"

NUMBER
PRINTED

NUMBER
PLEDGED COST

300
100
200

200
300

300
125

28585
185

185
285

255
10

$3,000$3,000
$3,500

$3,500
$3,000

$3,000
$2,935

(2)

(3)

(4)

$3,685
$4,000
$3,000

$3,500
$3,000
$3,000

$8,500
$3,500

$4,150
$3,750

200
70

275

190
70

265

$3,000$ 508
$3,000

300200
300

300170
270

$3,500$7,500
$4,000
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NIJIIBER NUMBER
ARTIST TITLE PRINTED PLEDGED COST

(6) Mark Twain National Bank Loan I (4/14/80)

Rauschenberg "After Homage Unava ii
to Picasso" 45 40 ab1 le/

(7) Mark Twain National Bank Loan II (5/23/80)

Nesbi tt "Tulip" 200 20 $3,500
Rosenbium "Solo' 300 20 $4,000
Yao Untitled 200 20 $7,500
Levine "Tired Earth" 275 20 $3,860

3. For each of the art work series pledged for the five loans
in question, on what dates did the Committee learn that the
donated works had not been reproduced [sic]?

The current Committee Treasurer and the Chairman did not

learn that some of the artwork had not been printed until Summer

1981 when the Committee's artwork records were reviewed in

connection with the Commission's audit. We have no way of

determining what the previous Treasurer knew since she is no

longer connected with the Committee but have no reason to doubt

she believed the pledged artwork had been printed.

4. Please state what information concerning the number of
reproductions existing, the reproduction rights to ,:ach of
the works pledged, and the costs associated with
reproduction, was given to the banks listed above by, the
Committee before and after the loan documents were signed
and state when the information was given.

No information concerning reproduction rights was given

because the Committee pledged original works of art. The

1/ Cost of this item will be provided when the Committee
has located the applicable record.



collateral was as described in the Security Agreement. The

Committee warranted that it had a clear title to the collateral

in the loan documents.

5. For each of the loans listed above, on what dates did
Committee representatives inform officials of the brinks
involved that prints of the pledgjed works did not e:cist?

The Committee Treasurer did not learn that some of the works

had not been printed until Summer 1981, after the loans had been

repaid. :It therefore was pointless to inform the banks of this

fact.

I swear that the foregoing responses are true, complete and

accurate to the best of my knowledge.

Willia.m C. (Oldaker,
~Treasurer



0

CITY OF WASHINGTON ~ )
) S..

DISTRICT OF COLUMBIA )

I, Mary Dougherty, a Notary Public in and for the District

of Columbia, duly commissioned and authorized to administer

oaths, hereby certify that this day there appeared before me

William C. Oldaker, to me personally known, who swore the

foregoing responses were true, complete and accurate to the best

of his knowledge.

NotarV blb.

Date: 6LI)AA' . /jggX

My commission expires: A,2?,.r -s/(AZ ..4 /9".T
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LOAN I

DEXWR_ PTIQN
NUMB!ER
?LUG

APrFlA; 5:,

1) ilerb Aach Color serigraph
edition "Split
Infinity"

285

2) Richard Anuszkiewicz Acrylic on canvasfour to five colors
'ant' tl~d

3) Ilya Bolotowsky

4) Nassos Daphnis

5) Nicholas Kruschenik

6' Seonq Moy

7) Lowell Nesbitt

8) Dennis Oppenheim

9) David Prentice

10) Jay Rosenbium

11) Jay Rosenblum

12) Jay Rosenbium

Color lithograph
"Red, White & Blue"

Color serigiraph
"SSK-80)

Color serigraph
Unti tied

Color serigraph
"TranquiIi ty"

Black & White
serigraph
"Grey Iris-80"

Blueprint serigjraph
"Diamond Cutter's
Wedding"

Color serigraph
Unti tied

Color serigraph
"State I"

Color serigraph
"State 2"

Color serigraph
"State 3"

$250 $ 71,250

$9,000

135

220

285

185

185

285

85

9.000.

$450

$350

$350

$300

$400

60,750

77,000

99,750

25,500

74,000

$450

$225

83,250

64,125

$350)
)
)

$350)
)
)

$350)

89,250

13) DnaldSaffHand colored etehina

.RT.ST.

13) Donald Saff



)LOAN I I

ARTIST DESCRI PT ION

1) Los Levine

2) Leon Polk Smith

3) Alan Sonfist

4) Bob Stanley

5) Bob Stanley

6) Gordon hlart

7) ilarry Koursaros

NUMBER
PLEDGED

Color serigraph
"States of Consciousness"

Color serigraph
Untitlied

Color lithograph
"Views of America"

Color serigraphs
"IBostoni Baked Beans"

Deluxe color serigjraph
"Boston Baked Beans"

Color serigraph
Untitled

285

235

285

85

100

285

Color Serigraph
"Karmi" 285

APPRAISED
UNIT VALUE

350

500

350

300

400

300

375

TOTAL AMOUNT
PLEDGED

$ 99,750

117,500

99, 75 :

25,500

40,000

85,500

106,875

$574,875
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~LOAN III

ARTIST

1) Richard Serra~

2) Robert Morri:;

3) Robert Rausclieaib,:rg

4) Jack Youngrmn~

DESCRIPTION

Serigjraph
untitled
40 x 53

Li thog raph
untitled
22 x 30

Pho tog raph
unLtied

Scrigraph
"Swirl"
30 x 32

NUMBER
PLEDGED

185

285

185

185

APPRAISED
UNIT VALUE

$750

$500

$800

$500

TOTAL AMO)UNTi
PLEDGED

$138,750

142,500

148,000

92.50
$521,750

c 7
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LOAN IV

ARIST.DESCRI PTION NUMBER
PLEDGED

APPRAISED.
UNIT VALUE,

TOTAL AMOUNT
PLEDGED

1) Robert Mangold

2) Nassos Daphnis

3) Nicholas Krushenjck

Color serigraph"Rectangle Within
Three Rectangles"

190

Color serigraph"SSK II 80" 70

Color serigraph
"Par Avian" 265

$550

450)

350

$104,500

31, 500

92,750

$228,750

ARTIST.



• • 0SCCURITY AGRCCMEZ:" dated April 18,
1980, between CHE"ICAL BAN:K, a New
York banking corporation (hereinafter
called the Bank) and the KENNEDY FOR
PRESIDENT COMMITTEE (hereinafter

called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities"
includes all liabilities (primary, secondary, direct con-
tingent, solu, joint or several) due or to become due, or
that may be hereafter contracted or acquired, of Borrower
to Bank, (b) "Proceeds" means whatever is received when
Collateral is sold, exchanged, leased, collected or other-wise disposed of and includes the account arising when
the right to payment is earned under a contract, (c) "Secur-ity Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an
obligation, Cd) "Collateral" means the following described
property in which the Bank~has a Security Interest:

(1) 185 serially numbered (16 through 200)Split Infinity color serigraphs each signed by Herb Aach;.

(2) one acrylic on canvas four to five colors
untitled signed by Richard Anuszkiewicz;

(3) 135 serially numbered (16 through 150)Red, White and Blue color lithographs each signed by Ilya
Bo lo towsky;

(4) 283 serially numbered (16 through 300) SSK-80
color serigraphs each signed by Nassos Daphnis;

(5) 185 serially numbered (16 through 200) untitled
color serigraphs each signed by Nicholas Kruschenik;

(6; 85 serially numbered (16 through 100) Tranquility
color serigraphs each signed by Seong Moy;

(7) 185 serially numbered (16 through 200) Grey Iris-80black and white serigraphs each signed by Lowell Nesbitt;

(8) 133 serial!." nunbered (16 thrcuah 200) DiamondCutter's Wedding blueprint serigraphs each signed by Dennis Oppenheim;

(9) 135 serial'. nu. berecl (16 thrcuzh 200) untitled color
se"';raphs eac sicned b':" Dav.id Prentice;

(10) 83 seriall.y numbered (16 thrcugh 100) State 1 color
ser'igraphs each signed by Jay Rosenblum:

(11) 85 serially numbered (16 through 100) State 2 color
serigraphs each signed by Jay Rosenblum;

(12) 83 serially numbered (16 thrcuqh 100) State 3 color
serigraphs each signed by Jay Rosenblum; and

FYxHr r' T'P



.(13) l serially numbered (16 th h125' Trophy
• for John hand colored etchings each signed by Donald Saff.

(2) Security Interest. As security for the payment of
all loans now or in the future made hereunder and all other
liabilities of Borrower to Bank, Borrower hereby grants to
Bank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank
that (a) the Collateral was especially prepared for the
exclusive use of the Borrower and (b) Borrower is, and has
been from the time of its preparation, the sole lawful owner
of the Collateral, free and clear of any liens and encumbrances,
and has the right and power to pledge, sell, assign and transfer
absolute title thereto to the Bank and that no financing state-
ment covering the Collateral, other than the Bank's, is on file
in any public office.

3. Use of Collateral. The Collateral will be used
primarily as a premium for contributions to Borrower. The
custodian shall be Joseph E. Hakim. The Collateral will be stored
at the offices of the custodian in Suite 3021, 200 Park Avenue,
New York, New York, or at such other place or places as the Bank
shall approve in writing, and released, in whole or in part, by the
custodian for transfer to a contributor or purchaser only upon the
presentation of a written release from the Bank.

4. Insurance. Borrower will have and maintain insurance
on the Collateral until this agreement is terminated against
all expected risks to which it is exposed, including fire,
theft and those which the Bank may designate, such insurance
to be payable to Bank and Borrower as their interests may
appear; all policies shall provide for ten (10) days' written
minimum cancelation notice to the Bank. Bank may act as
attorney for Borrower in obtaining, adjusting, settling and
canceling such insurance.

5. Default. Default shall exist hereunder (1) if
the Borrower shall fail to pay any amount of the Liabilities
when due, (2) if the Borrower shall or shall attempt to (a)
remove or allow removal of the Collateral from the offices of
the custodian or such other place or places as the Bank has
approved in writing, without a written release of the Collateral,
or any part thereof, from the Bank, (b) sell, encumber or
otherwise dispose of the Collateral or any interest therein without
a written release of the Collateral, or any part thereof, from
the Bank, Cc) conceal, hire out or let the Collateral, Cd) misuse
or abuse the Collateral, or Ce) use or allow., the use of the
Collateral in connection with any undertaking p.-ohibited by law,
(3) if bankruptcy or insolvency proceedings shall be instituted by
or against the Borrower, (4) if the Collateral shall be attached,
levied upon, seized in any legal proceedings, or held by virtue



Q of any lien or distress, (5) if the Borrower shall make anyassignment for the benefit of creditors, (6) if the Borrower •shall fail to pay promptly all taxes and assessments upon theCollateral or the use thereof, (7) if the Bank with reasonable
cause determines that its interest in the Collateral be injeopardy, or (8) if Borrower should fail to keep theCollateral suitably insured. In the event of default or thebreach of any undertaking of or conditions to be performedby the Borrower Cl) all liabilities shall become immediately
due and payable, and (2) the Borrower agrees upon demand todeliver the Collateral to the Bank, or the Bank may, with orwithout legal process, and with or without previous notice ordemand for performance, enter any premises wherein the Collateralmay be, and take possession of the same, together with any-thing therein; and the Bank may make disposition of theCollateral subject to any and all applicable provisions of thelaw. If the Collateral is sold at public sale, Bank maypurchase the Collateral at such sale. The Bank, provided it"has sent the statutory notice of default, may retain from theproceeds of such sale all reasonable costs incurred in the said-" taking and sale and also, all sums then owing by the Borrower,

N, and any overplus of any such sale shall be paid to the Borrower.

C 6. General Aareements. (a) Borrower agrees to paythe costs of filing financing statements and of conducting0searches in connection with this Agreement. (b) Borrower
.- agrees to allow the Bank through any of its officers or agents,at all reasonable times, to examine or inspect any of the
~Collateral and to examine, inspect and make extracts fromthe Borrower's books and records relating to the Collateral.( c) Borrower will promptly pay when due all taxes and assess-

mrents upon the Collateral or for its use or operation or uponthe proceeds thereof or upon this Agreement or upon any instru-
mrent or instruments evidencing the Liabilities. (d) At itsoption, the Bank may discharge taxes, liens or security9 interests or other encumbrances at any time levied or placed
on the Collateral, and may pay for the maintenance and preser-vation of the Collateral, and the Borrower agrees to reimburse
the Bank on demand for any payment made or any expense incurredby the Bank pursuant to the foregoing authorization, including
counsel fees and disbursements incurred or expended by the Banki connection with this Agreement . (e) Borrower hereby authorizesthe Bank to file the rinancinq statement and any amendments
thereto without the signature of Borrower. Such authorization
is limited to the security interest granted by this Agreement.
Cf) The Bank shall not be deemed to have waived any of itsrights hereunder or under any other agreement, instrument or
paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of theBank in exercising any right shall operate as a waiver thereofor of any other right. A waiver upon any one occasion shall not
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be construed as a bar or a waiver of any right or remedy on
any future occasion. All of the rights and remedies of the
Bank, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised
singly or concurrently.

7. Execution. by Bank. This Agreem~ent shall take
effect immediately upon execution by the Borrower, and the
execution hereof by the Bank shall not be required as a condition
to the effectiveness of this Agreement. The provision for
execution of this Agreement by the Bank is only for purposes
of filing this Agreement as a Security Agreement under the
Uniform Commercial Code, if execution hereof by the Bank is
required for purposes of such filing.

KENNEDY FOR PRESIDENT COMMITTEE,

1250 22nd Street, N.W.
Washington, DC 20037

CHEMICAL BANK,

by • " -

• ' ~." r o; Ie / •.. _

140 Broadway :" --

New York, NY 10015



AMENDIlENT ANDJESTArEMENT datod as of...May 2, 1980, W, the SECURITY AGREEMENT
dated April 171980, "(such amended and
restated Security Agreement, called thE
"Security Agree~ment"), between CHEMICAL
BANK, a New York banking corporation
(hereinafter called the Bank) and the
KENNEDY FOR PRESIDENT COMMITTEE (here-
inafter called the Borrower).

WHEREAS the Bank and the Borrower are parties to Letter
Agreements dated April 18, 1980, and May 2, £980, (the "Letter
Agreements") pursuant to which the Bank shall make demand loans
to the Borrower, subject to the terms and conditions of said
Letter Agreements, in an aggregate principal amount not to
exceed $750,000, and the Bank and the Borrower are also parties
to certain other Letter Agreements dated November 15, 1979,
February 11, 1980, and March 14, 1980, pursuant to which the
Bank has made loans to the Borrower;

WHEREAS the Bank was unwilling to make such loans unless.
the Borrower executed and delivered this Security Agreement;

WHEREAS the obligation of the Bank to rake further loans
under the Letter Agreement is subject to, among other things,
the condition precedent that the Borrower shall grant to the
Bank, a security interest in additional collateral securing
all indebtedness of the Borrower to the Bank;

WHEREAS the Borrower has requested that the Bank amend
and restate the Security Agreement dated April 18, 1980, in
order to correct certain errors in the list of .Collateral
therein, and to provide for the addition of new Collateral;

NOW, THEREFORE, the Bank and Borrower hereby agree as
fol lows :

1. Definitions. (a) "Liability" or "Liabilities" includes
all liabilities (primary, secondary, direct contingent, sole,
joint or several) due or to become due, or that may be hereafter
contracted or acquired, of Borrower to Bank, (b) "Proceeds"
means whatever is received when Collateral is sold, exchanged,
leased, collected or otherwise disposed of and includes the
account arising when the right to payment is earned under a
contract, (c) "Security Interest" means a lien or other interest
in Collateral which secures payment of a liability or performance
of an obligation, (d) "Collateral" means the property listed on
Schedule A hereto and property listed on Supplemental Schedules
which shall, from time to time be added to this Amended and
Restated Security Agreement in consideration of tne Bank making
additional loans to the Borrower.

EXHIBIT C



• 2. Security Interest. As security for the payment of allloans now or in the future made under the Letter Agreements and
all other liabilities of Borrower to Bank, Borrower hereby grants"
to Bank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank that (a) the
Collateral was especially prepared for the exclusive use
of the Borrower and (b) Borrower is, and has been from the time
of its preparation, the sole lawful owner of the Collateral,
free and clear of any liens and encumbrances, and has the right
and power to pledge, sell, assign and transfer absolute title
thereto to the Bank and that no financing statement covering

,% the Collateral, other than the Bank's, is on file in any public
~office.

3. Use of Collateral. The Collater will be used primarily
as a peimfor contributions to Borrower. The custodian shall
be John Nichols. The Collateral will be stored at the offices
of the custodian at Twichell-Nichols Printmakers, 75 Grand

- Street, New York, NY 10013, or at such other place or places
as the Bank shall approve in writing, and released, in whole

N or in part, by the custodian for transfer to a contributor or
~purchaser only upon the presentation of a written release from

the Bank.
0)

4. Insurance. Borrower will have and maintain insurance
-" on the Collateral until this agreement is terminated against
~all expected risks to which it is exposed, including fire,

theft and those which the Bank may designate, such insurance
o to be payable to Bank and Borrower as their interests may

appear; all policies shall provide for ten (10) days' written
~minimum cancelation notice to the Bank. Bank may act as attorney
~for Borrower in obtaining, adjusting, settling or canceling

such insurance.
N)

5. Default. Default shall exist hereunder (1) if the
: Borrower shall fail to pay any amount of the Liabilities when

due, (2) if the Borrower shall or shall attempt to Ca) remove
~or allow removal of the Collateral from the offices of the

custodian or such other place or places as the Bank has approved
in writing, without a written release of the Collateral, or any
part thereof, from the Bank, (b) sell, encumber or otherwise
dispose of the Collateral or any interest therein without a
written release of the Collateral, or any part thereof, from
the Bank, (c) conceal, hire out or let the Collateral, Cd) misuse
or abuse the Collateral, or (e) use or allow the use of the
Collateral in connection with any undertaking prohibited by
law, (3) if bankruptcy or insolvency proceedings shall be
instituted by or against the Borrower, (4) if the Collateral
shall be attached, levied upon, seized in any legal proceedings
or held by virtue of any lien or distress, (5) if the Borrower
shall make any assignment for the benefit of creditors, (6) if
the Borrower shall fail to pay promptly all taxes and assessments
upon the Collateral or use thereof, (7) if the Bank with reason-
able cause determines that its interest in the Collateral be
in jeopardy, or (8).if Borrower Should fail to keep the Collateral
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suitably insured. In the event of default or the breach of
any undertaking of or condition~s to be performed by the Borrower
(I.) all liabilities shall become immediately due and payable,
and (2) the Borrower agrees upon demand to deliver the Collateral-
to the Bank, or the Bank may, with or without legal process,
and with or without previous notice or demand for performance,
enter any premises wherein the Collateral may be, and takepossession of the same, together with anything therein; and the
Bank may make disposition of the Collateral suzbject to any and
all applicable provisions of the law. If the Collateral is sold
at public sale, Bank may purchase the Collateral at such sale.
The Bank, provided it has sent the statutory notice of default,
may retain from the proceeds of such sale all reasonable costs
incurred in the said taking and sale and also, all sums then
owing by the Borrower, and any overplus of any such sale shall
be paid to the Borrower.

6. General Assignments. (a) Borrower agrees to pay the
costs of filing financing statements and of conducting searches"
in connection with this Agreement. (b) Borrower agrees to allow
the Bank through any of its officers or agents, at all reason-
able times, to examine or inspect any of the Collateral and to
examine, inspect and make extracts from the Borrower's books
and records relating to the Collatera. (c) Borrower will
promptly pay when due all taxes and assessments upon the
Collateral or for its use or operation or upon the proceeds
thereof or upon this Agreement or upon any instrument or
instruments evidencing the Liabilities. (d) At its option,
the Bank may discharge taxes, liens or security interests
or other encumbrances at any time levied or placed on the
Collateral, and the Borrower agrees to reimburse the Bank on
demand for any payment made or any expense incurred by the Bank
pursuant to the foregoing authorization, including counsel
fees disbursements incurred or expended by the Bank, in connection
with this Agreement, (e) Borrower hereby authorizes the Bank
to file the financing statement and any amendments thereto
without the signature of Borrower. Such authorization is limited
to the security interest granted by this Agreement. (f) The
Bank shall not be deemed to have waived any of its rights
hereunder or under any other agreement, instrunzent or paper
signed by the Borrower unless such waiver is in writing and
signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof
or of any other right. A waiver upon any one occasion shall
not be construed as a bar or a waiver of any right or remedy
on any future occasion. All of the rights and remedies of the
Bank, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised
singly or concurrently.



7. Cxecution by Bank. This Agreement shall take effectim.mediately upon execution by the Borrower, and the executionhereof by the. Bank shall not be required as a condition to theeffectiveness of this Agreement. The provision for executionof this Agreement by the Bank is only for purposes of filinthis Agreement as a Security Agreement under the UniformCommercial Code, if execution hereby the Bank is required for
purposes of such filing.

KENNEDY FOR PRESIDENT COMMITTEE,

~Carolyn A. eed,
Treasurer

1250 22nd Street, N.W.
W4ashington, DC 20037

CHEMIICAL BANK,

by " ,1')

Robert P. Conway,
Vice President

140 Broadway
New York, NY 10015



0 Schediule A

(1) 285 serially numbered ' 16 through 300) "Split
Infinity" color serigraphs each signed by Herb Aach;

(2) one acrylic on canvas four to five colors untitled
signed by Richard Anuszkiewicz;

(3) 135 serially numbered (16 through 15) "Red, White,
and Blue" color lithographs each signed by Ilya Bolotowsky;
f1"4) 220 serially numbered (16 through 235) "SSK-80"

color serigraphs each signed by Nassos Daphnis;

- -- 5)25srially numbered (16 through 300) untitled
-, or Se_ a~s each signed by Nicholas Kruschenik;

(6) 85 serially numbered (16 through 100) "Tranquility"
color serigraphs each signed by Seong Moy;

(7) 185 serially numrbered (16 through 200) "Grey
Iris-80" black and white serigraphs each signed by Lowell

N" Nesbitt;

N(8) 185 serially numbered (16 through 200) "Diamond
C Cutter's Wedding" blueprint serigraphs each signed by Dennis

Oppenheim;

O.- (9)" 285 serially numbered (16 through 300) untitled
color serigraphs each signed by David Prentice;

*T (10) 85 serially numbered (16 through 100) "State 1"
OD color serigraphs each signed by Jay Rosenbium;

~(11) 85 serially numbered (16 through 100) "State 2"
~color serigraphs each signed by Jay Rosenblum;

?O (12) 85 serially numbered (16 through 100) "State 3"
color serigraphs each signed by Jay Rosenblum; and

(13) 110 serially numbered (16 through 125) "Trophy' for John" hand colored etchings each signed by Donald Saff.



Supplemental Schedu1,- wad d .2s rf
May 2, 1980,. to ti~e Security Agreement

dated April 18, 1980. as amended and restated as
of May 2, 1980, between Ct{E:.!ICAL BANK
and the KENNEDY FOR PRESIDENT COMMtITTEE

(1) 285 serially numbered (16 through 300) "States
of Consciousness" color serigraphs each signed by Les Levine;

* (2) 235 serially numbered (16 through 230) untitled
color serigraphs each signed by Leon Polk Smith;

_ (3) 285 serially numbered (16 through 300) "Views of
~America" color lithographs each signed by Alan Sonfist;

(4) 85 serially numbered (16 through 100) "Boston Baked
Beans" color serigraphs each signed by Bob Stanley;

(5) 100 serially numbered (1 through 100) "Boston Baked
Beans" delux color serigraphs each signed by Bob Stanley;

NP (6) 285 serially numbered (16 through 300) "Karmi"

! color serigraphs each signed by Harry Koursaros; and

o (7) 285 serially numbered (16 through 3.00) untitled

color serigraphs each signed by Gordon Hart.

KENNEDY FOR PRESIDENT COMMITTEE,

by "'- ",

~Carolyn A. Reed; Treasurer"

CHEMICAL BANK.

by " ..... * /

Robert Con:ay, Vice President



*0 0
Supplemental Schedule added as ofMay 9, 1980, to the Security Agreementdated April 18, 1980, as amended and restated asof May 9, 1980, between CHEMICAL BANKand the KENNEDY FOR PRESIDENT COMMITTEE

(1) 185 serially numbered (16 through 20"0) untitledserigraphs each signed by Richard Serra;

(2) 285 serially numbered (16 through 300) untitledlithographs each signed by Robert Morris;

~(3) 185 serially numbered (16 through 200) untitledphotographs each signed by Robert Rauschenberg; and

(4) 185 serially nunmbered (16 through 200) "Swirl"serigraphs each signed by Jack Youngerman.

N KENNEDY FOR PRESIDENT COMMITTEE,

0 Carolyn A. Re~d, Treasurer

~CHEMICAL BANK,

Robert Conway, Vice President -

EXHIBIT D



q

by

Carolyn A. Reed, 4Treasu'rer "- ;

~CHEMICAL BANK
, b y "" " '£ .

... pRobert Conway, Vice President

EXHIBIT E

M a y 3 , 9 8 0 , t o h o ~ J c u r t y A r e e ~ o n
*dated April 18, 1.980, a~monded and restated

as of May 23, 1980, bet-ween CHEMICAL DANKand the KENUJEDY FOR PRESIDENT COt.U'ITTEE

(1) 190 serially numbered (11 through 200) "Rectanglew',ithin Three Rectangles" serigraphs each signed by Robert
.,a ngo ld;

(2) 70 serially numbered (6 through 75) "SSK II 80"serigraphs each signed by Nassos Daphnis; and

(3) 265 serially numbered (11 through 275) "Par Avion"serigraphs each signed by Nicholas Krushenick.

KENNEDY FOR PRESIDENT CO:.flITTEE,



•April 18, 1980
$ 210,000.00 New York, New York

UPON DE1AN\D, KENNEDY FOR PRESIDENT CO MITfEE DOES HEREBY
PRQ'IISE to pay to the order of Chemical Bank, a New York banking
corporation, at its principal office at 140 Broad,'ay, New York, NY
10015, in lawful money of the United States Tw Hundred and Ten
Thousand Dollars ($210,000) and to pay interest thereon at the
rate of 1/2 of 1% per anntun above the rate from time to time in effect
at chemical Bank for prime cortuercial loans Of 90-day maturities (here-
inafter called the "prime rate"), such interest to change as of the
opening of business on the day on which the prime rate shall change.
Interest shall be computed on the basis of the actual number of days
elapsed over a 360-day year.

This Note is issued pursuant to a Letter Agreement of even date
between chem ical Bank and the undersigned and is subject to prepayment,
such prepayment to be applied first to accrued and unpaid interest

._ hereon, and then to the umpaid principal amount hereof, all as more
fully specified in said Letter Agreement.

'! kNEDY FOR PRESIDENT CC(ITTEE,

,.,. . . .. ~Treasure' "

0

EXHIBIT F



E:XHIBIT A

$200,00.00 ay 2, 1980$200,00.00New York, t1.Y.

UPON DEMAND, KENNEDY FOR PRESIDE'NT COM4 ITTEE DOES
HEREBY PROM.ISE to pay to the order of Chemical Bank, a New
York banking corporation, at its principal of fi.e .'at 140
Broadway, New York, N.Y. 10015, in lawful money of the
United States Two Hundred Thousand Dollars
($200,000.00) and to pay interest thereon at the rate of 1/2
of 1% per annum above the rate from tire to time in effect at
Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "Prime Rate"), such interest to change
as of the opening of business on the day, on w.hich the Prime Rate
shall change. Interest shall be computed on the basis of the"
actual number of days elapsed over a 360-day year.

This Note is issued pursuant to a Letter Agreement
of even date between Chemical Bank and the undersigned and is
subject to prepayment, such prepayment to be applied first to
accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said
Letter Agreement.

KENNEDY FOR PRESIDENT COMM ITTEE,

EXHIBIT G
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Pursuant to th~e Letter Agreement dated November IS, 1979,

between you and thc undersigned, you have obtained policics insuring
without any condition thc life of Senator Edward ?t. Kenned), and insuring
in the event of any permanent disability which prevents Senator Edward H.Kennedy, from effectively pursuing the nomination for presidential candi-
date, each in the amount of $1,150,000. The undersigned has been
designated as beneficiary thereof up to such amount as is required to
pay in full the aggregate principal amount of the Prior Loans of
$199,074 and any accrued interest thereon. Such policies contain
endorsements to the effect that they may not be canceled or terminated
or the beneficiary changed without the prior written consent of the
undersigned. You hereby agree that the undersigned's interest in
such policies insuring Senator Edward Ml. Kennedy shall be increased
to the extent of any accrued interest on and unpaid principal amount
of the Note and all other obligations of the Committee to the under-
signed unader this Letter Agreement; it being understood that the
undersigned will consent to the cancelation of the policies upon
paymnent in full of the principal of and interest on the Prior Loans
and the Note, and the undersigned will further agree to periodic
reduction3 in the amount of coverage as the principal of such loans
is reduced.

~In order to induce the undersigned to make this loan, y'ou hereby
! represent and warrant to the undersigned that (a) you are a political

conmnittee duly established and in compliance with "2 U.S.C. Sec. 433 and
O that you will comply with 2 U.S.C. Sec. 434 and that all contributionssolicited by" you shall be in compliance with 2 U.S.C. Sec. 441a; (b) no
--- authorization, consent, approval, license, exemption of or filing or

registration with anyx court or governmecntal department, coninission," board, bureau, agency or instrunentality is or hill be necessary to
C the valid execution, delivery or performance by you of this LetterAgreement, the note or the Security Agreement; and (c) you have

r incurred no unusual forward or long-term cornitments or claims which
are substantial in amount in relation to your projected receipts fromCcontributions and from th~e Secretary of Treasury under 26 U.S.C. Sec. 9037.

This Letter Agreement shall be governed by' and construed under
~the laws of the State of New York and is not subject to amendment,

waiver or modification unless the same shall be in ITiting.

You shall pay all costs and expenses in cornnection with this
Letter Agreement and the loan.



OJ IICAI BXNK
140 Broadway

New York, N. Y. 10015

April 18, 1980

Kennedy for President Committee
1250 22nd Street, N.WV.
Wtashington, D.C. 20037

Attention ot W'illiam C. Oldaker

Dear Sirs:

You havc requested the undersigned to lend to your Commnittee$210,000.00 to be evidenced by your Commnittee's ,promissor' notepayable to the order of the undersigned and to be substantially
in the form attached hereto as Exhibit A (hereinafter called "the~Note"). It is understood that such loan shall be payable on demandand shall bear interest at 1/2 of 1% per annwn above the rate fromCM time to timne in effect of the undersigned for prime comm ercial loans
of 90-day maturities (hereinafter called the "prime rate"), such~interest rate to change as of the opening of business on any day

... on 'hhich the prime rate shall change. Interest shall be computed. on the basis of the actual numbher of days elapsed over a 360-day year~and shall bc paid on the first of each month coraecncing May 1, 1980,until paymnent in full of the principal of such loan. The loan isC subject to prepayment, such prepayment to be applied first to
- accrued and unpaid interest on the loan, and thcn to the unpaid

principal aniount of the loan.

In consideration of the" undersigned's agreeent to make suchloan, you hereby agree, by your execution hereof, to execute a
o Security Agreement of even date securing this loan and all prior loans(hereinafter called the "Prior Loans") made pursuant to Letter Agree-

ments dated Novemhcr 15, 1979, February 11, and M arch 14, 1980,hctwecn the undersigned and y'our Comittee. Tn conncction therewith,
you agrce to dcposit all moneys received for contributions relatingto the Collateral (a s that tcrm is defined in sit h Security Agreement)in an account maintained with the undersigned designated for that
purpose until paymnent in full of the principal xid interest on suchloan. You also herchy authorize the undersigned to charge such account
for pa nicnts of principal and interest on such loans.

EXHIBIT K



M.ay 23, 1980 <
$ 75,00"0 iNew York, New York '

UPON DEMAND, KENNEDY FOR PRESIDENT COMM ITTEE DOES HEREBY
PROMISE to pay to the order of Chemical Bank, a New York banking
corporation, at its principal office at 140 Broadway, New York,
New York 10015, in lawful money of the United States SEVENTY
FIVE THOUSAND DOLLARS and to pay interest thereon at the rate of
one-half of 1% per annum above the rate from time to time in effect
at Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "prime rate"), such interest to change as
of the opening of business on the day on which the prime rate shall
change. Interest shall be computed on the basis of the actual
number of days elapsed.

This Note is issued pursuant to a Letter Agreement of
even date between Chemical Bank and the undersigned and is subject

, to prepayment, such prepayment to be applied first to accrued and
unpaid interest hereon, and then to the unpaid principal amount
hereof, all as more fully specified in said Letter Agreement.

,

KENNEDY FOR PRESIDENT COMMITTEE,

Tresurrby - '

EXHIBIT J



May 20, 1980 ,
$100, 000 New York, N.Y. .

UPON DEMA ND, KENNEDY FOR PRESIDENT COM.IITTEE DOESHEREBY PROMISE to pay to the order of Chemical Bank, a NewYork banking corporation, at its principal office at 140Broadway, New York, N.Y. 10015, in lawful money of theUnited States ONE HUNDRED THOUSAND DOLLARS and to pay interestthereon at the rate of one-half of 1% per annum above therate from time to time in effect at Chemical Bank for primecommercial loans of 90-day maturities (hereinafter called the"prime rate"), such interest to change as of the opening ofbusiness on the day on which the. prime rate shall change. Inter-est shall be computed on the basis of the actual number of days
elapsed.

This Note is issued pursuant to a Letter Agreement of evendate between Chemical Bank and the undersigned and is subjectto prepayment, such prepayment to be applied first to accruedand unpaid interest hereon, and then to the unpaid principal~amoUnt hereof, all as more fully specified in said Letter
, Agreement.

KENNEDY FOR PRESIDENT CO~mITTEE

~~Treasure, .

0

er

EXHIBIT I



$165000May 13, 1980
$165,000New York, N.Y.

UPON DEMAND, KENNEDY FOR PRESIDENT COMMITTEE DOES
HEREBY PROMISE to pay to the order of Chemical Dank, a New
York banking corporation, at its principal office at 140Broadway, New York, N.Y. 10015, in lawful money of the
United States ONE HUNDRED SIXTY-FIVE THOUSAND DOLLARS and to
pay interest thereon atthe rate of one-half of 1% per annum
above the rate from time to time in effect at Chemical Bank
for prime commercial loans of 90-day maturities (hereinafter
called the "prime rate"), such interest to change as of theopening of business on the day on which the prime rate shall
change. Interest shall be computed on the basis of the
actual number of days elapsed.

This Note is issued pursuant to a Letter Agreement
of even date between Chemical Bank and the undersigned and" '- is subject to prepayment, such prepayment to be applied first
to accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said

! Letter Agreement.

KENNEDY FOR .PRESIDENT C
-- by ITTEEC4

EXHIBIT H
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If the foregoing is agreeable to you, please so indicate by
signing the enclosed copy of this letter.

Very truly yours,

04S'IICAL &A \X,"

Accepted and agreed to this
18th day of April 1980.



CHEMIC ' L BANK
140 Broadway

New York, N. Y. 10015

May 2, 1980

Kennedy for President Committee
1250 22nd Street, N.W.
Washington, D.C. 22037

Attention of William C. Oldaker, Esq.

Dear Sirs:

You have requested the undersigned make loans
(collectively the "Loans" and each a "Loan"), to your
Committee from the date hereof in an aggregate principal
amount equal to the lesser of (i) $540,000 and (ii) an
amount equal to (x) 33-1/3% of the appraised value of the
Collateral (as that term is defined in the Security Agree-
ment dated April 18, 1980 (the "Security Agreement")),
between your Committee and the undersigned as determined in
the reasonable judgment of the undersigned minus (y) the
original principal amount of the loan (the "April Loan")
made by the undersigned to your Committee pursuant to the
Letter Agreement dated April 18, 1980 (the "April Agree-
ment"), between the undersigned and your Committee. Each
loan shall be evidenced by a promissory note duly executed
on behalf of your Committee payable to the order of the
undersigned and to be substantially in the form attached
hereto as Exhibit A (collectively, the "Notes" and each a
"Note"). It is understood that such loans shall be payable
on demand and shall bear interest at 1/2 of 1% per annum
above the rate from time to time in effect of the under-
signed for prime commercial loans of 90-day maturities
(hereinafter called the "Prime Rate"), such interest rate to
change as of the opening of business on any day on which the
Prime Rate shall change. Interest shall be computed on the
basis of the actual number of days elapsed over a 360-day
year and shall be paid on the first of each month commencing
June 1, 1980, until payment in full of the principal of such
loan. The loan is subject to prepayment, such prepayment to
be applied first to accrued and unpai-i interest on the loan,
an-. ther., to the unpaid principal am~ou.-t of" the loan.

EXHIBIT L



In con deration of the undersig' 'S agreement
to make the Loans, you hereby agree to depo:3it all moneys
received for contributions relating to the Collateral in an
account maintained with the undersigned pursuant to the
April Agreement, until payment in full of principal of and
interest on the Loans, the April Loan and all prior loans
(the "Prior Loans"), made by the undersigned to your Com-
mittee pursuant to Letter Agreements dated November 15, 1979,February 11, 1980, and March 14, 1980. You also hereby
authorize the undersigned to charge such account for payments
of principal of and interest on such loans. "All payments
from contributions or other proceeds relating to the Collateral
described in the Security Agreement, shall be applied first
to the pro rata payment of principal of and interest on the
Loans and the April Loan, and second to the payment or principal
of and interest on the Prior Loans. All matching fund paymentspreviously assigned to the undersigned pursuant to Letter Agree-
ments dated November 15, 1979, and March 14, 1980, and all pay-
ments from contributions or other proceeds relating to collateral
described in a Security Agreement dated February 11, 1980, shallbe applied first to the payment of principal of and interest on
loans made on the Prior Loans and second to the pro rata pay-
ment of principal of and interest on the Loans and the April
Loan.

In further consideration of the undersigned's
agreement to make the Loans, you hereby agree by your
execution hereof, that as security for the repayment of the
Loans and the April Loan that you hereby assign, transfer
and set over to the undersigned such payments as you are
entitled pursuant to 26 U.S.C. Sec. 9033 to receive from the
Secretary of the Treasury under 26 U.S.C. Sec. 9037 and to at
the same time off each receipt thereof, an amount equal to
(i) in the case of such payments received on or after June 15,
1980, an amount equal to 33-1/3% (or, if demand has been
made, 100%) and (ii) in the case of such payments received
on or after August 15, 1980, an amount equal to 80% (or
if demand has been made, 100%) of such payment from the
Secretary of the Treasury until payment in full of the
principal of and interest on the Loans and the April Loans
in connection therewith, you hereby represent and warrant
to us that you have instructed the Secretary of the Treasury
to make such payments directly to your account at the
National Savings and Trust Company, Washington, D.C. and
have irrevocably instructed that Company, upon receipt of
such payments to your account, to transfer out of such



amount thc a orcsaid percentag, thorcof to the undersigned
by wire transfer of Feoeral Reserve funds, such transfer to
be made to Chemical Bank, 140 Broadway, New York, N.Y.
10005, Attention of R.P. Conway, Vice President.

Pursuant to the Letter Agreement dated n:ovember 15,
1979, between you and the undersigned, you have obtained
policies insuring without any condition the life of Senator
Edward M. Kennedy and insuring in the event of any permanent
disability wh~ich prevents Senator Edward M. Kennedy from
effectively pursuing the nomination for presidential candi-
date, each in the amount of $1,150,000. The undersigned has
been designated as beneficiary thereof up to such amount as
is required to pay in full the aggregate principal amount of
the Prior Loans of $ and any accrued interest thereon.
Such policies contain endorsements to the effect that they
may not be canceled or terminated or the beneficiary changed
without the prior written consent of the undersigned. You
hereby agree that the undersigned's interest in such policies
insuring Senator Edward M. Kennedy shall be increased to the
extent of any accrued interest on and unpaid principal amount
of the Note and all other obligations of the Committee to the
undersigned under this Letter Agreement; it being understood
that the undersigned will consent to the cancolation of the
policies upon payment in full of the principal of and interest
on the Prior Loans and the Note, and the undersigned will
further agree to periodic reductions in the amount of coverage
as the principal of such loans is reduced.

In order to induce the undersigned to make this
loan, you hereby represent and warrant to the undersigned
that (a) you are a political committee duly estalished and
in compliance with 2 U.S.C. Sec. 433 and that you will comply
with 2 u.S.c. Sec. 434 and that all contributions solicited by
you shall be in compliance with 2 u.S.c. Sec. 441a; (b) no
authorization, consent, approval, license, exemption of or
filing or registration with any court or governmental depart-
ment, commission, board, bureau, agency or instrumentality is
or will be necessary to the valid execution, delivery or per-
formance by you of this Letter Agreement, the "lote or the
Security Agreement; and (c) you have incurred no unusual
forward or long-term commitments or claims which are substan-
tial in amount in relation to your projected receipts from
contributions and from the Secretary of Treasury under 26
U.S.C. Scc. 9037.

This Letter Agreement shall be governed by and con-
strued under the laws of the State of :ew York and is not



subject to amedment, waiver or modif iton unless the same
shall be in writing.

You shall pay all costs and expenses in connection
with this Letter Agreement and the loan.

If the foregoing is agreeable to you, please so
indicate by signing the enclosed copy of this letter.

Very truly yours,

CHEMICAL BANK,

Accepted and agreed to this <

(. dayof May,



• e .

EXHIBIT A

May 2, 1980
$200,000.00 New York, N.Y.

UPON DEMA ND, KENNEDY FOR PRESIDENT COMM ITTEE DOES
HEREBY PROMISE to pay to the order of Chemical Bank, a New

* York banking corporation, at its principal of fi:e -,t 1.40
Broadway, New York, N.Y. 10015, in lawful money of the
United States Two Hundred Thousand Dollars
($200,000.00) and to pay interest thereon at the rate of 1/2
of 1% per annum above the rate from time to time in effect at

* Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "Prime Rate"), such interest to change
as of the opening of business on the day on which the Prime Rate
shall change. Interest shall be computed on the basis of the
actual number of days elapsed over a 360-day year.

This Note is issued pursuant to a Letter Agreement
of even date between Chemical Bank and the undersigned and is
subject to prepayment, such prepayment to be applied first to
accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said
Letter Agreement.

KENNEDY FOR PRESIDENT COMMgITTEE,



Chemical Bank
* 140 Broadway

New York, New York 10016

May 9, 1980

Kennedy for President Committee
1250 22nd Street, N.W.

* Washington, D.C. 20037

Attention of William C. Oldaker, Esquire

Dear Sirs :

Reference is made to the Letter Agreements dated April 18,
1980, and May 2, 1980, (collectively, the "Letter Agreements")
both between your Committee and the undersigned. So that the
Letter Agreements more accurately reflect the agreement between

•your Committee and the undersigned, your Committee and the
.€ undersigned hereby agree to amend both of the Letter Agreements

by:

• , i(i) the deletion of the words "on demand" in the third
O sentence of each of the Letter Agreements; and

emml (ii) the substitution therefore of the phrase "on
~December 31, 1980, or such earlier date on which the undersigned

shall demand payment,".

If the foregoing is agreeable to you, please so indicate
~by signing the enclosed copy of this letter.

Very truly yours,

CHEMICAL BANK,

Accepted and a'reud to this

day of May 1980,

}:E::EDY LOR PRLSIDE:;T CO %NITTEE,

EXHIBIT M



¢ O PAUL ZERLER

i. it Jsi.e Ir+e

310 MADISON AVECNUEC

April 15, 1980 NEW YORK. N. Y.100,D7

Mr. Robert Conway
Vice Pres ident
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Si r:

We have been retained to render our opinion with respect to.... the value of the Works of Art created by the following listed
artists:

Joseph Kosuth
q James Rosenqu ist

C My background as an Art Appraiser spans a period of over twenty
._ years. I have served the Insurance Industry as an Art Appraiserprimarily concerned with the authentication of Art and Art Objects. My~services are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properlyCD insure the art. Other areas of my experience include Estate Appraisal
T work for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarilyC with insurance companies and banks, requires a very conservative

evaluation.

I provide art consultation and/or appraisals to the following
~institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, NJew York, New YorkInsurance Company of North America, White Plains, New YorkRhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, I;ew York, New YorkChase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, FloridaMarshall Robinson, d/o Ford Foundation, flew York, New York
Associated Press, New York, N~ew York
Beekmnan Family Foundation, New York, New York

EXHIBIT N



~,have visite each of the artists, int~iwe teand
" icoUl aprie h atrfetdhreon. The valueswic

we have established 
for adwrsi 

hly ossetwt 
h

artistSg reptaion and comparable wOrkS currently selling in

~~reain gllries throughout the United States and abroad.

.w-The total estimated sound value for the accompanying works of

art is $240,000.

ART I1ST

Joseph Kosuth

James Rosenquist

DESCRIPT ION
Li thog raph
edition of 300
untitled

Lithograph
edition of 200
Untitled

ESTIMATEDUNIT RETAIL
SELLING PRICE

300

750

TOTAL
90,000

150,000

$240, 000

RespectfullY submitted,

PkuL ZERLER .



" PAUL ZERLER

Aoril 15, 1980 310O MADISON AVENUt

N~w YORK. N. Y. l001 t?

Mr. Robert Conway t--3o
Vice President

Chei. ica1 Bank
140 Broadway
New York, NY 1')0C5

Re- 1Kennedy for President Art W'ork

rear Sir?

We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed

,,,,: artists :

Les Levine Bob Stanley
Gary Rich Gordon Hart
Leon Pol): Smith Harry Koursaros

t') Alan Sonfist i

-- Miy background as an Art Appraiser spans a period of over twyenty
years. I have served the Insurance Industry as an Art Appraiser

~primarily concerned with the authentication of Art and Art Objects.
~services are also retained for the purpose of establishing fair market

values and] replacement values so that insurance carriers may properly
T insure the art. Other areas of my experience include Estate Apporaisal

work for many prestigious law firms and evaluations of estates for
C bankinq institutions. The nature of my profession, dealing primarily

with insurance companies and banks, requires a very conservative
. 9 evaluation.

I provide art consultation and/or appraisals to the followino
institutions, among others:

Aetna Life & Casualty Company, N~ew York, 'New York
Hartford Isurance Company, New York, 'New York
Insurance Company of North America, White Plains, New York
Rhone 5:editerranee Insurance Cotpany, Rome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, U~ew York
Nlational Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York, N~ew York
Associated Press, New York, Nlew York:
Bee}Jian Family Foundation, Nlew York, N~ew York

EXHIBIT 0



* judiciously ,tp, ise 4 the alrt rrct..cu(, h on. The valu. s w.hich
• we have estahi e~d for said work~s is who Consistent with the*' "'artists' reputation and coipara~le "'or-s curr'entlv sellirg in,leading galleries throughout the United States andl abroad.

The total estimiatod sound value for the accompanying wor]ks of
art is $667,500.

ART IST__
J~es Levine

FST I;*ATED
UN4IT RET.AIL_DES CRIPT IOtI._ SETLIh'G PRICE

Serigraph S 350
edition of 300
"State of Cor3ciousness"
25 x 38

TOTAL

$105, 000

Ga ry Rich

Leon Polk Smith

Alan Sonfist

Bob Stanley

Gordcn Hlart

Harry Koursaros

Serigraph
edition of 300
"Naive Artist"

Color serigraph
edition of 250
Untitled
30 x 41

Hand colored lithooraph
edition of 300
Untitled
30 x 40

Serigraph
1 Standard edition of 100
1 Deluxe edition of 100
"Boston Beans"
32 x 40

Color serigraph
edition of 250
Untitled
30 x 42

Serigraph
edition of 300
"K a rm is'
24 x 38 1/8

250

500

75, 000

125,000

350

300
400

105, 000

30,000

40,000

75,000

112, 500

300

375

$667, 500

Respectfully submitted,

PAUL ZERLER



* PAUL ZERLER ii

April 15, 1980 310 MAOISON AVIENUS:

NEW YORK(. N. Y. 10017

Mr. Robert Conway 29 8#
Vice President
Chemical Bank
140 Broadway 

.
fNew York, NY 10005

Re: Kennedy for President Art Work

Dear Sir:

We have been retained to render our opinion with respect tothe value of the Works of Art created by the following listed
artists:

Robert Morris
Robert Rauschenberg
Richard Serra
Jack Youngerma n

My background as an Art Appraiser spans a period of over twentyyears. I have served the Insurance Industry as an Art Appraiserprimarily concerned with the authentication of Art and Art Objects.services are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properlyinsure the art. Other areas of my experience include Estate Appraisalwork for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarilywith insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, N~ew York, New YorkInsurance Company of NJorth America, White Plains, New YorkRhone M editerranee Insurance Company, Rome, Italy
General Adjustment Bureau, Nlew York, New YorkChase M'anhattan Bank, International Division, New York, New Yorknlational Bank of Florida, Miami, FloridaMarshall Robinson, d/o Ford Foundation, N~ew York, New York
Associated Press, New York, New YorkBeekmnan Family Foundation, New York, New York

EXHIBIT p
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We have v is-ted each of the artists, *lterviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leadin~g galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $520,000.

ARTIST

Robert Morris

Robert Rauschenberg

Richard Serra

Jack Youngerman

DESCRIPTION

Li thog raph
edition of 300
Untitled
22 x 30

Two editions of
photographs 100
Untitled

Serigraphed ition of
untitled
40 x 53

Serigraph
edition of
Swirl
30 x 32

ESTIMATED
UNIT RETAIL

SELLING PRICE

$ 500

600
each

750200

200
500

TOTAL

$150,000

120,000

150, 000

100,000

$520,000

.Respec.uilly submi tted,

PAUL ZERLER



f " PAUL ZERLE:R

~l irn g,. t-?..,

April 15, 1980 310 MADISON AVENUE

NEW YORK. N. Y. 10017Mr. Robert Conway 
@@96WVice Pres ident 

3r
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Sir:
We have been retained to render our opinion with respect tothe value of the Works of Art created by the following listed

artists:

. Herb Aach Lowell NesbittRichard Anuszkiewicz Dennis Oppenheiiu
,, Ilya Bolotowsky David Prentice

Nassos Daphnis Jay Rosenblum
Nicholas Kruschnik Donald Saff
Seong Moy

My background as an Art Appraiser spans a period of over twenty"- years. I have served the Insurance Industry as an Art AppraiseroD primarily concerned with the authentication of Art and Art Objects. Myservices are also retained for the purpose of establishing fair marketr values and replacement values so that insurance carriers may properlye insure the art. Other areas of my experience include Estate AppraisalC? work for many prestigious law firms and evaluations of estates for~banking institutions. The nature of my profession, dealing primarilywith insurance companies and banks, requires a very conservative
~evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, flew York, New YorkHartford Isurance Company, New York, New YorkInsurance Company of North America, White Plains, New YorkRhone Mediterranee Insurance Company, Rome, ItalyGeneral Adjustment Bureau, New York, New YorkChase Manhattan Bank, International Division, New York, New YorkNational Bank of Florida, Miami, FloridaMarshall Robinson, d/o Ford Foundation, New.York, New YorkAssociated Press, New York, New YorkBeekman Family Foundation, New York, New York..

" .•EXHIBITQ



We have *ited each of the artistsintervlewed them, andjudiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $714,000.

ARTIST

Herb Aach

Richard Anuszkiewicz

DESCRIPT ION

Color serigraph
edition of 290 "
"Split Infinity'
30 x 42

Acrylic on canvas
4 to 5 colors
untitled
48 x 48

ESTIMATED
UNIT RETAIL
SELLING PRICE

$ 250

9,000

TOTAL

$ 50,000

9,000

Ilya Bolotowsky

Nassos Daphnis

Nicholas Kruschenik

Seong Moy

Lowell Nesbitt

Dennis Oppenheim

Color lithographedition of 150
"Red White Blue"
12 x 24

Color serigraph
edition of ..O 'v3(
"SSK-80"

30 x 42

_Color serigraph
edition of ZGO3oO
untitled
38 x 50

Color serigraph
edition of 100
"Tranquil ity"
22 x 30

Black and white
serigraph
edition of 200
"Grey Iris-80O

30 x 41

Blueprint serigraph
edition 200
"Diamond Cutter's
Wedding'
38 x 50

450

350

350

300

400

450

67,500 .!

105,000 -

70,000 :

30,000 "

80,000 7'

90,000



S' David Prentice

Jay Rosenbium

Donald Saff

Color serigraphedition of 200 .o
untitled

Color serigraph
'State 1,2,3'
three edi~tions
of oe
20 x 41

Hand colored
etching
edition of 125
=Trophy for John =

17 x 14

0225

350

500

105,000 ' fi

62,500 $ 'oD

GRAND TOTAL: $714,000

-Respectfully submitted,

0D PAUL ZERLER

~e& .s~
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PAUL ZERLER

May 23, 1980

Mr. Robert ConwayVice PresidenE
Chemical Bank
140 Broadway
New York, NY 10005

310 MADISON AVENUE

NEW YORK. N. Y. 1001?

Re: Kennedy for President Art Work
Dear Si r:

We have been retained to render our opinion with respect-.to
the value of the Works of Art created by the following listed
artists:

Jay RosenblumH assos Daphnis
David Prentice
Lowell IJesbitt
Ilya Bolowtowsky

Nicholas Kruschenick
Ching Jang Yao
Charles Earley
Peter Lobello
Les Levine
Robert Rauschenberg

My background as an Art Appraiser spans a period of over twentyyears. I have served the Insurance Industry as an Art Appraiserprimarily concerned with the authentication of Art and Art Objects. Myservices are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properlyinsure the art. Other areas of my experience include Estate Appraisalwork for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarilywith insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
Rhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, New York, New YorkChase Manhattan Bank, International Division, N~ew York, New York
Ntational Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York, New York
Associated Press, New York, New York
Bee)knan Family Foundation, New York, New York

EXHIBIT R
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ARTIST

Jay Rosenblum

DESCRI PT ION

Lithograph3 editions of
19 x 38
"Solo'

ESTIMATED
UNIT RETAIL

SELLINIG PRICE

$ 350
100

TOTAL

$105,000

Nassos Daphnis

David Prentice

Lowell Nesbitt

Ilya Bolowtowsky

Nicholas Kruschenick

Ching Jang Yao

Charles Earley

Lithographedition of 75
26 x 42
"SSK II 80'

Lithograph
edition of 275
24 x 34 1/2
Untitled

Lithographedition of 200
24 x 35
"Tulip'

Lithograph
edition of 200
15 x 25 1/2
"Scarlet Vertical Elipse"

Se rig raphedition of 275
30 x 42
"Par Avion'

Li thog raph
edition of 200
24 x 36
Untitled

Silkscreen
edition of 200
30 x 40
'Cyclone'

I * gpWe have sited each of the artistw interviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of-
art is $1,081,500.

450

225

33,750

61,875

400 80,000

450 90,000

350

350

86,250

70,000

275 50,000

m



ARTIST

Peter Lobello

Robert M anigold

DESCRIPTION

Lithographedition of 285
43 x 29
"7 Tiered Spill"

4 editions of 50
22 1/2 x 30
"Rectangle Within

Three Rectangles"

* 9.o

275

550

ESTIMATED
UNIT RETAIL

SELLING PRICE

Les Levine

Robert Rauschenberg

edition of 275

"Tired Earth"

350

Serig raphedition of 100(signed) 1,500
edition of 400(unsigned) 200
27 1/2 x 40
Untitled

$1,081,500

/ I

( /
Respectfuli ,/su bm it te d,

PAUL ZERLER o/

TOTAL
$ 78,375

110,000

86,250

150,00080,000



• Ic( DISTRICT OF COLUM BIA IlATIONAL HANK. WASHINGTON '!i
c4'JLLATLRA LNIOTE-TIML :+

LOAN O. 1,7F "washinto,.C. March 7th,
Loap Amoun "" Two Ilundred Fort'-Thou~.nnn! :nd 00/00--- - - ---- DoUarm flS i ....------

------.. lcr).mal rd t -dftrl the above¢ date, for value receted, the adesipted jointly and Ieee'pr ,,.ac au pay to the ordeg of DISTRICT 01-" CUIIIIA NATIONAL BANg. WASIHINGTON. at iu balnl thouiase WdasintOn, D.C.. she loan amounl sel fee
a*.,et h l st onII1 the unC fpaid baJlasc IJheIeOIaccrsiing~ at the1 Iate Of' - ( r r 1. ce o C Ni t ( i ql l ' +
pea jnnumi hum the date hereof until the loan amount is paid in full. an ana medmatly) ava+iable lunds, provided ahat any, payttlent hereunder shaU be: appliedAnlii,. lpaynacnm ea inte:Iest and~ the balaric; on account or the loan amount. Inlecst hereon shall be computed on a i6Gday or .36S-e. basis. in Blanks sole dnsceei

Insesesl hergont Shall be payable .At .'hat U r i t V. :+

And to secure the payment of this note - andl of an y other present 01 futu:e Iadbi--ty "of any, niattte 'ilasoeveg of any. ol the undersgned to the holder, w'hei
ablutel or cOnti~nnt dire€t€10l iiect, due or riot due, secured Or unsec~ured, jo.nt, !Cv~lal 01 joanl and scveraJ (he~e~dftcr "any otheg Ibabilts") - the urajcuigmdthlsady ianlsl. a'ijn.3 plcddj and dldiver to) the huldl the following dicril'ed pr.'pcrty and any additions thereto us %ubstituaanoai ¢a echang~es therefrl an s1tdisiletadi. distlributions.,eoupons, inteest, lra~hls and a cruals thereon. tu1 €1h1r ith the plo,.cds therelof,. to witl:

%()(t Sc'rinzlly Xu :;bered W '\tih Kennedy ' O l01ithograph art prints titled :

.~S~lyis th in" as more particularly described in

-- 5

there Interl~ "vecuril)"*), (ice€ of all other lins and encumbrancs. wIth authorilt" to lhe holder tet u'c. lla:sl'cr. and h)'ptuiheate the i,'tyl). +'p ~lun the lull pay'ment of this note in aci:oraan.e with its terms ahc holder in,. iciurn to the undeipad or any of them .81 ecaual q.nait)" or the said seesagj":tlad niut th saeetiflc sccunty deposihed. The hotldcr is herceby cvpressJy empu,+seredJ at an) time ,,r tlmc hereafter' and wathiut notice¢ to an~ one to surrendet o
jjate all ot part of the secugity to the undcrsia~ned, or ant of tJhem. arid to reh.c,+ eult, .toillpi,,lii. rcn-'. cuceid. 'ubstiUae.c€.njaanFe, or othetwie dst•itla. ,Ir to y lrain trt',s e.secising: any of thc aforesid power:s in respct- to. th¢ w.'u.tity vitJrn.ut tlabilty" of an) kind ol tI1e hullt and v+iahout int any ana
s.idanra the obligations .f any uf the undersig;ned tO the holder." 1honorer this not- or any oilier liability matures, w'hther by" acce leration ,n ac,'rdan. witl the: te;m,, hrlefr, ulherv,, .. th¢ huldt may thereupon a alIany' talnl" ta ies: t'leafter il IUnd the holder hs hereby' i~;sn lull and irrcsetc;thte ri, er and autllt.etity It e'I wh itin aliJ deliver lilt ceuttly icr any part thlaerolG'any" brkeis" boad si at pul,!ie: or prvae l. wrntJoui nois'. ,idvcrtisclnentl r deniand aif an~v ken i ti anyone and wluut prejudice in .8n)' olic:e ieai
a:hurdcd by) this inlsirue,:ng utr by law, and may apply the pru+ eeds +it sale.t, a e lucta'll-1 +.,ls and e.xpense'. ahegl '.f Iacludanl: attorney'" fee.' tU the paynteustlUsis ne aJii tel :si" silahe liability, reauring: IJt overplus, if any'. h,' die unJdgsi¢ied .,r an) i't theti. and the holder hlerf ma y pure-haw¢ an) of the scuit) atanysuc sadleh. "The unJersil'red here¢by are to remain jointly and .everli) bathek f,+r. and to pay tl tnssil , arny de ,i~eney remainingz unpaid after such rpliraloniItlieneser this nuic or any other liability matures, sihether by aIcceleratioun in ,'ordane-e with the ltl.-1 hiercif or ,'thetscss. any and '.Jl credits., noney, sios,,r'ed , .r tither '-urity or Property" of any natur. haasoever on Je:ptii with. ,,a hld ') . tir in the ps,,,etion ,,f the hIcdet. or in transit tuoo, rioi the holdelr by
•a u. ,.atrscr... as .. ,ll-.teal or t', trwis. to tilt cre dit ot an fur the a.i'una of arty) of the und.rsii. -ned may. at tlhe sipain ,i" the hoider and wnthout notice I0oy~i,,. ' ait tef ID th uti :.ersi+'ned. be applied forth iah to pay in secure pa inent tin thas note. tr ,ns. tidie'r hi.hethlv. The: aijias a,t the hoder shall not be' affete€ld
':, the. tj,. that the holder may have oither seccurity' for thc amount due herein or ten any' other' hlilihit).cc' L p~m aiure to pay) any pa mernt hecon in full then the sae: .hall kisai,,e idiac or in he vt he seuriy shall depreiae in value so hat it beco;mes in hei,,inmn tt the" holde-r inadeqluate to secure payniena i this lnote, ul it" the hIle shall in1 ret,,d faith feel itwit in'eure €1r unsalg as a rcs ull of" asts 1or evetslw lits-.,l upsan the rina+ni aI 'ondltiow of Ithe undersigned Or the aepa'ment ohf ite loan amount, or in the esent of the insolvecy of, or the+ commission of anac i oif'bank'upsc)' by', or death of, any' o1 abe undersi&~ed, or the appointment of a rcc 'e:r of any" proper:) c.f any of ilic undcrsiriad b)" a bankruptcy' court or flhclreotiut of competent jwisdiction, the entire loan amount plus acc'rued inlere+l :lerc',n *less any rav~mcntS ltleret~oftnc itade:l and all other ol igions of Isheiiidc',si~ne'd to Ita. l.:.aU. at the toptioan of th¢ bhtlder, thercupon mnature and hcainc iiinmn.liailyI due and pay)alcl witlhut not~e an any' oh the undersilgned si
die-eis'rsts" of sail sption. At any time, 'Ahcaller it1 case of deebrse in the mnarket value of tIe sccurity or an) part U¢ereo r otherimi the holder11.a dettiad tJh" tr:nsfer, assia~nment, pledge€, and deliv'ery of additional or sa:t'titute scurity of qud.lt) and amnunt satisa:aor, tat the holdler; and the flur Ofn=the: undletsii~ned so to deliver such additional or $ubsitiut security within 24 hours foUotinlp rPceipt of actual n Otice o; denind th€ecfor ty) any' of the undeipedj1.cr stithUt 2 L'usiness 1.4) feowng: the mailnlg o1 telepaphing: of $s.ch notice to .n)" of the undcrs;cnc." at U:e adtsit k t ihJ C,.t ise ;at hat sole aa ," aerother• tiatthy to Itiature ard Wcer:c immeditey due and payable. In a dditioln, failure te- pay an) pa) mcnt bere,.a in full st:n t'.,e sa me t .all b'on.e dec lilhallentitle the h,,Ilder to awes¢s a late chaze of $.0S per dolia, of pay)ment overdue. amidth llte c hai shall be de.med tt' he c~mpri~aion to the iolder far Ibe cuss
handlinig overdue, obhaja 'ions and not a penaly.

EXHIBIT S



The under~li~ncd j ,atl)" and ae~crally Il hereby" agtee to any modifleatio~ns ur ,an. of the tern. or €ondattons tetrel anljus 3., ait) eers h u, € ste.-loe.s at tuee
a l pa)mwt~ ur l'erfurinanee ol any of the ldoir oconditions ol this note; that It shall not be netessiey tue the hol,=g so re~u olgl teen, I , aia.st 4aI ue i)
understned bafiere proc,:cding aginst any other of the undlersigned; and that no re¢se of one or mie of the under,.,w.' hcethu by *ect.it tamb sr tV eat
a Of' the hulder shall release any ,o~her of the undersig'ned; (2) do hereby walive noticer of any election. aestptanee. demad. ps,,te.t. notice of 'tOte's an 0 1.1st
itl'blth prie)narncnl lur pa)'mCnt, dia~nee in coUcetion. and w aive, to the eaten permitted by baig. all benefit oaf valuar*en. apptlwemct. and all e'rmpgttts
under titre laus of the District or Columbia and/or any other State or territory ofi he United States. a-nd £31 apie,. if this note as plasi¢d is th |lants at A aiil t .*v
roet .'ulleraoln. to pay. in addition to aUl other sums of money due, all cost of s:ollectiun and reasunat~¢ te ttley'" fe.

All rilts and re.medies sit the holder hereunder arc cumulative and not "alernative. Induligence by the haildet with resp,:t lha any, of the te.-ms ad cunJelt'ah
es',ein .'.ant;,in..l ear Ie tailors ,tf the holder t0 t.etriSe any of its uriilts hereunder shall not r.'nstitute a vaise tIheteof. and the undersigned thae senalirnl 3mat~Ie |su

lie atl't 5~'el,.iti, of lll of their undertaling~s until this note shall be fully, paid in accordance ish its terms.
"'itndlersig~ned" as used herein shall iradude aldl makers, endorsers, sureties, guaudntor o ot her prsons esesuting this note whcther on the face or on the ues

aereufr.1 hi instrunment shall tic interpreted in acordance€ with the laws of the Distract Of Columbia.

¢'.5l, ll111l)011 or bc fo ApIl i S, 190,

,,; ithy 1a.il:IIICL &huac ]n I tlll on or"
I,:lure . ly , l.ltt. _

lKenne v For Pi eidtet co~iittee(itrico @1 lower - typed)

* ..,*..,,. , *atlme uf Uorrower -- type')
12.S0 22nd S.*rc'ct. N.W;

, .. I~tleet), '9 , I*'"., .T.) ' ' I '• ,,' : . :

o. ..

't s4", a'ai.ra' ai-I n.l',.
..

( sg.natuWC ard Title if iUonjwer as no~t Injavaduaj)

(Seal)
(Sagnature ,dnd 1 ail it lorro'ser as not lndavadsaal)

rL 7At I t~ealu

ip e~c) 1 t'St~n..t~ue ~z little it bour.'ecr ~ r..'t lnJa~aJu.ali

iDEC~;W>

I l, C. I t.%i...jiuj;I It lle a! l4.aar,.v~, tl t 11.~a. n;uli

' . (P ;.I' • *" I

SANK USE ONLY - Ndos Ieas
o" the terms of this 1.46.

Prinwapal

Total Due

i.atc: Due
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T lh. un4I~l1 ed as endorer(,.l Iy and scve~aily 0 ,
, * hereby. Umatantee pa yment, waive Pre~gntment. demand, 

i

protest and notice of dishonor of the within note and 

*

w1ive the benefis of his and their home~te~d eemptons 

i

* s to te oblir~ations hereof'. The undersilmred aiso 

,

acknowcd-s that they have re-d and qreed to be bound
by the terms and conditions on the faco of tis note.

(Seat)

_(Seal|

(Scaib continuedi frc the face of the Note~ or" I'cnnedy
for Presijdent ".orittcc to the order o1 I)i:;trj(.t(Seal) ol" (uluiihj: Nat ioniaj ?i'nk, '.'u:;hington)•**interest a CCri ill, Or l I ltmj ,'rid kI,.ac, , Ii.ro 

"i t t ~aIt ~cpret'anu n ees s of th... P.u •ished I rir.j rate of Citiban-,Xe ,. o.:._, c rk Chae in I. h",

irs rate a ppli cable to the unpa id balan,-,of this '-"" X o r::,al c,, ork. cfcia ne ---

,.acre das said Cfrotjh'bnk nr°:rjces ,a cha::ie in said Prine ratre. Saiitees~t~v  onlt
r acce at sa ,ratrmcthe dnate he ntl the.- loan a."runt is pai d in full3 providcd,

•!a .-y pay e n e un r. ,ha-, applied fistt tn Pa)..-.t of inters an the haln. e

r ' o" a"cc u nr 

eo 

f th c.,lo.; 

amo 

uC.



0

KE.\N .DY rORl PRI3STDEq" CCLT'FE

,\ddofen t 1 to Promissory..Vote dated Mlarch 7, 9 , letcn INJP PRPESD TC .!ll1TEE and1 DISTRICT OF COLU BIA .NATIO.N.L R:.., ;'.A.S1!.NGTC., in the original
principal amount of $240,000.00. The fnll':ing art i~ork :ill be held as addi-
tionazl sccurity on the mentioned loan:

2) .Jay Roscnhltum"

::ll-lSO tu~titlcd 23X.11 scrigraph; edition of 200,170 pledged, anpr;aised at ¢3,(1Lfl for a totai
value oi S59,5;}O.O0.

"1- 100 "Solo" 25X11 .scrigraiph; Il1-SO: :1-.10 cdi-
tion of 300 (5 states of 100); appraised at S3SO.uO
For a total" value of 94l,Sue0.0o: 27fl plediged.

KE.NEDY EOR PRESIDENT CC. .III~rEE

S

1) C..]. Yao:



', " ~SECURITY AGREEMENT date arch 7 90b.ween DISTRICT OF COLUMIBIA NTIONAL BANK,
a District of Columbia banking corporation

• (hereinafter called the Bank) and the
KENNEDY FOR PRESIDENT COMMITTEE (hereinafter

called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities" includes
all liabilities (primary, secondary, direct, contingent, sole,
joint or several) due or to become due, or that may be hereafter
contracted or acquired, of Borrower to Bank, (b) "Proceeds" means
whatever is received when Collateral is sold, cchanged, leased,

*collected or otherwise disposed of and includes the account
arising when the right to payment is earned under a contract,
Cc) "Security Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an obliga-
tion, (d) "Collateral" means the following described property in
which the Bank has a Security Interest:

300 serially numbered (1 through 300) Jamie Wyeth
Kennedy '80 Lithograph'art prints each signed by
Jamie Wyeth.

2. Security Interest. As security for the payment of all
-- loans now or in the future made hereunder and all other liabilities

- of Borrower to Bank, Borrower hereby grants to Bank a Security
Interest in the above-described Collateral and all and any Proceeds

o arising therefrom.

"- Borrower represents and warrants to the Bank that Ca) the
- Collateral was especially prepared for the exclusive use of the

Borrower and (b) Borrower is, and has been from the time of its
, preparation, the sole lawful owner of the Collateral, free and

clear of any liens and encumbrances, and has the right and power
F to pledge, sell, assign and transfer absolute title thereto to
¢ . the Bank and that no financing statement covering the Collateral,

other than the Bank's, is on file in any public office.

3. Use of Collateral. The Collateral will be used primarily
~as a premium for contributions to Borrower. The Collateral will

be stored at the offices of Dr. Ronald Parker at Circle Fine Art,
345 Park Avenue South, 2nd Floor, New York, NY 10010, and released,
in whole or in part by the custodian, Joseph E. Hakim, Suite 3021,
200 Park Avenue, New York, New York, for transfer to a contributor
only upon the presentation of a written release from the Bank.

4. Insurance. Borrower will have and maintain insurance on
the Collateral until this Agreement is terminated against all
expected risks tow:hich it is exposed, including fire, theft
and those which the Bank may designate, such insurance to be
payable to Bank and Borrower as their interests may appear; all
policies shall provide for ten (10) days' written minimum cancel-
lation notice to the Bank. Bank may act as attorney for Borrower
in obtaining, adjusting, settling and canceling such insurance.

E'XHTRTT T



S. Default. Default shall exist hereunder (1) if the i!
.s " " Borrower shailTfail to pay any amount of the Liabilities when !

due, (2) if the Borrower shall or shall attempt to (a) remove
or allow removal of the Collateral from the offices of Circle
Fine Art, without a written release of the Collateral, or any part
thereof, from the Bank, (b) sell, encumber or otherwise dispose
of the Collateral or any interest therein without a written release
of the Collateral, or any part thereof, from the Bank, (c) conceal,
hire out or let the Collateral, (d) misuse or abuse the Collateral,
or (e) use or allow the use of. the Collateral in connection with
any undertaking prohibited by law, (3) if bankruptcy or insolvency
proceedings shall be instituted by or against the Borrower, (4) if
the Collateral shall be attached, levied upon, seized in any
legal proceedings, or held by virtue of any lien or distress,
(5) if the Borrower shall make any assignment for the benefit
of creditors, (b) if the Borrower shall fail to pay promptly
all taxes and assessments upon the Collateral or the use thereof,
(7) if the Bank with reasonable cause determines that its interest
in the Collateral be in jeopardy, or (8) if Borrower shall fail
to keep the Collateral suitably insured. In the event of default
or the breach of any undertaking of or conditions to be performed
by the Borrower (l) all liabilities shall become immediately due
and payable, and (2) the Borrower agrees upon demand to deliver

-- the Collateral to the Bank, or the Bank may, with or without legal
. process, and with or without previous notice or demand for per-

formance, enter any premises wherein the Collateral may be, and take
o possession of the same, together with anything therein; and the Bank

may make disposition of the Collateral subject to any and all
-- applicable provisions of the law. If the Collateral is sold at
o: public sale, Bank may purchase the Collateral at such sale. The

Bank, provided it has sent the statutory notic 'of default, may
C' retain from the proceeds of such sale all reasonable costs incurredin the said taking and sale and also, all sums then owing by the

r Borrower, and any overplus of any such sale shall be paid to the
Borrower.

. 6. General Agreements. (a) Borrowver agrees to pay the costs
of filing financing statements and of conducting searches in

co connection with this Agreement. (b) Borro'wer agrees to allow
the Bank through any of its officers or agents, at all reason-
able times, to examine or inspect any of the Collateral and to
examine, inspect and make extracts from the Borrower's books
and records relating to the Collateral. Cc) Borrower will
promptly pay when due all taxes and assessments upon the Collateral
or for its use or operation or upon the proceeds thereof or upon
this Agreement or upon any instrument or instruments evidencing
the liabilities. Cd) At its option, the Bank may discharge
taxes, liens or security interests or other encumbrances at any
time levied or placed on the Collateral, and may pay for the
mnaintenance and preservation of the Collateral, and the Borrower
agrees to reimburse the Bank on demand for any payment made or any,
expense incurred by the Bank pursuant to the foregoing author-
ization, including counsel fees and disbursements incurred or
expended by the Bank in connection w'ith the Agreement Ce) Borrower
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hereby authorizes the bank to file the financing statement and
any amendments thereto without the signature of Borrower. Such
authorization is limited to the security interest granted by this
Agreement. (f) The Bank shall not be deemed to have waived any
of its rights hereunder or under any other agreement, instrument
or paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof or
of any other right. A waiver upon any one occasion shall not
be construed as a bar or a waiver of any right or remedy on any
future occasion. All of the rights and remedies of the Bank,
whether evidenced hereby or by any other agreement, instrument
or paper, shall be cumulative and may be exercised singly
or concurrently.

7. Execution by Bank. This Agreement shall take effect
immediately upon execution by the Borrower, and the execution

* hereof by the Bank shall not be required as a condition to the
effectiveness of this Agreement. The provision for execution
of this Agreement by the Bank is only for purposes of filing
this Agreement as a Security Agreement under the Uniform Commer-

.. cial Code, if execution hereof by the Bank is required for
purposes of such filing.

~KENNEDY FOR PRES'IDENT COMMITTEE,

"-By__ _ _ _ _ _
-- Stephen E. Smith, Chairman

1250 22nd Street, N.W.
~Washington, D.C. 20037

DISTRICT OF COLUMBSIA NATIONAL BANK

P By /"~ A

1801 K Street, N.W.Washington, D.C.
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KE,'.YEDY FOR PRESID2rr Ca ).I'1TlE

Addendtm to Security Ag(reement dated Mlarch 7, 1980, betwveen K)IEY FOR PREIDENqT
car4UITEE and DISTRICT OF COUJM[BIA NATIO A BANKX, WkA&(IGTO.N, for a loan in the
amount of $240,000.00.

Said Security Agreement will be mdified as follows:

Paragraph 1, Definitions; section (d): The fo11oing art wvork will be held as
additional security on th'e mentioned loan:

1. C.J. Yao: #11-180 intitled 25X41 serigraph; edition of 200,170 pledged, appraised at $350.00 for a total
value of $59,500.00.

2. Jay Rosenbiumn: #1-100 "Solo" 25X(44 serigraph; #11-80; P1-100 edi-tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,500.00; 270 pledged.

Paragraph #3, Use of Collateral:

The additional collateral will be stored at: '

88 Grand Street
New York, New York

Arm: M r. John Nichols
Print Maker

IKENNEDIY FOR PRESID T Car. .ITrE

By:

J.ly zg,!

Q
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Mark Twain Natilona]L BankTrust Re.oipt for Securities

The undersignqd Steve Smith and Carol~yn R. Ree antfrMrTwain2!at1lna1 Bank' Bank, St.-LoT 8agn orMrotherwise has received at S t. Louis .Missouri sad ntfollowing described securities hold by said bank as custodian or piedgnm, to wit:

40 Rauschenberg Lithographs

The above mentioned securities are received by the undersigned for thep:urpose of .sec uri.n loan.
And for that purpose only, and the bank ecpressly retains all Its rights ascustodian or pledgee of said securities. (Said securities or the proceeds oftha sale tihereof or the socuriti received 1sn exchange t'ereor* are to besafely kept ins trust for said bank and returne-d to It at its office duringbanking hours on or before Ut _XX~t( 

WT. .:,,,..,, ,v_or soontr on demand.) . .... ... .
An? monies collected by the undersigned as such agent upon or for saidsecuriti-s shall be immediately transmitted to said bank.
All responsibility for loss of said securities, by theft or otherwise, Is as-sumed by the undersigrned.

CL -GI

• Q •

,; °
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TRUST RECEIPT



I
... . LI dua * .Misouri. / t 14 ,10.Jilm

I.

I

Due

*1,l

CS.-O I.A 61763

Stoveon a rina\ !I

CarolyfM;~i.k lRoo , : Trearo r ..

.-'L ~'

...... .;

-.|,

• -1 ., ,,.

.... .'.,

:'*-.-. A.. l

tbU

s _.tD.fl. ......ri....... .,

On demand, and If no demand Is nde, then on thei...L.=dey of__ 0...Qjb.0_, IO.J.... tlt~lindlr.-ed (ind Ifmore than one of theam, each of liem Jointly end severally) promie topsy to the order of Malrk 1'waJi Ntlon1l ltnk......
(the "Sank"), at ate office in_ Lad te ,* Missouri. the sum of

S'm.n Tlhnsseul.yr1 _ and No/i(0--...........------- .. ..---..... ,-------------- Ool~l
with iterest thereon from dat. payable _ lol llybeginning ... in G l.-_ A.I9I. at a _ ~ el• nnumieate ecl to... L2..per cent In excess of the from im4 to tme prime per annum rate of interest of the Dank for CGdcay loans to Its most Ilre4it-worthy responsil cornmercial arid Industrial borrowers (herein called the "Pime~ Rate"), wlhich Interest rite shall change as and wthen
such Prime flaie shall change, but not Ils lht - e cent per annum, until the ufnpaid principal blncol shall be due and payatle(whether at maturity, on demand or otherwise) and thereafter at a rate eauueI to the greater of II) 10% per annum or Itl -) per Cent
in excests of the Prime Rate Irn effect when such blance is due and payable; together with a dllnquency chargel of five per cent (5%)of eachi Instailment in defalult for ten or more days. Interest shall be clulated on the basis of a 300day yeii and actual day,. In theernte any of the underig~ned Is anl individuel, the Interest rate both before and after maturity or demand shell not exceed the high, str0te nf mniewast permitted by law. if this Note shall be placed In the hands of en attorney for collection, the ulndertigned further promiseto pay alt casts and e',penses of collection, Including ten per cent |(10%) of the sum of the unlpaid princlial and all interest due thereonas reasonable attorneys" ftes, whether or not litigation should be commencedi In aid thereof. The undersigned and all endorserm, sureties.aarommolation parties, guarantors end other parties hereto waive presentment for payment, demand for payment, protest and notice ofevery kind and nature In reference to this IJote and agree that the holder, at holder', opation, may extend, renew, or revise paymelnt ofthis Nlot., or ,ecaive partial payment thereon, release any pty hereto, or exercise or release holder's rights with respect to all or part ofthe collateral, if any, securing this Nose, and that such extension, renewal, revision, partial payment, release, or exercise shall not In any
nr.r release any of them from the payment hereof or affect the libility of arty party hereunder.

Additional terms:
IRonnody for President Coimttoo• •

"' .. 1"

" I"
.*

•" 'I...'.

Q _ obqr 1. 1..9,.80 ,

NOil IVl nil



: • •TRUST RECEIPT

Mark Twain Nqational Sank
Trust Receipt for Securities

, ay 23, 1980

The undersigned Steve Sith and Ca rolvn R. iee as agent for MarkTwain- 'tinaAI  Bank,_ St. Louis , Missouri and nototherwise has received atSLoi Missouri from said bank thefollowing described securities held by said bank as custodian or pledgee. to wit:

'#181-200 Nesbitt Lithographs titled Tulip, 24 x 35?81- 100 Rosenblum Lithographs titled Solo, 25 x 44p181-200 C.J. Yao Lithographs untitled 29 x 41181-200 Levine Lithographs titled Tired Earth, 25 x 38

rO The above mentioned securities are received by the undersigned for the
O ~purpose of surjnaq loan.
_. And for that purpose only, and the bank expressly retains all its rights ascustodian or pledgee of said securities. (Said securities or the proceeds of" the sale thereof of the securities received in exchange therefore, are to besafely kept in trust for said bank ; . :€,tR.,g
- ~to said Bank~ on demand, n etreAny monies collected by the undersigned as such agent upon or for said~securities shall be immediately transmitted to said bank.

~All responsibility for loss of said securities, by theft or otherwise, is as-
~~~~sumed by the undersigned.KeedfoPrsd Cmite

CL-*61
EXHIBIT V
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'. .'., ,I. ..

NOE(Varlable Rat.) "' ,,da.qg

10r000.00 .Iaicule ,Missouri, " /ay' 23, .19 80'

On demand, and if no demand is made, then on the...1.t...day of 19...SL.r , 19. the undersigned (and ifwe than oneof them, eachof them joIntlyand severall) promise to aytothe orderof Mark Twain lfl~;l lltnkIs *ki. at its office in_ T,'hl* isori hesamo
.... p.s:mOJ ,O00 ._0000). Dollars.iith tncst thereon from date payable _at_____________--y_.____ at a per annum rate equal to12per cen in excess of the from time to time prime per annum rate of interest of the Bank for 90-day loans to its most credit-orthy responsible commercial and industrial borrowers (herein called the "Prime Rate"), which interest rate shall change as and whenwit Prime Rate shall change, but not less than -- _per cent per annum, until the unpaid principal balance shall be due and payableehether at maturity, on demand or otherwise) and thereafter at a rate equal to the greater of (i) 10% per annum or (i)_--- per cent*excess of the Prime Rate in effect when such balanc, is due and payable; together with a delinquency charge of five per cent (5%)f each installment in default for ten or more days. Interest shall be calculated on the basis of a 360-day year and actual days. In thewent any of the undersigned Is an individual, the interest rate both before and after maturity or demand shall not exceed the highest .ate of interest permitted by law. If thi Note shall be placed en the hands of an attorney for collection, the undersigned further promiseSpay all costs and expenses of collection, including ten per cent ('10%) of the sum of the unpaid principal and all interest due thereonSreasonable attorneys' fees, whether or not litigation should be commenced in aid thereof. The undersigned and all endorsers, sureties,comrnbdation parties; guarantors and other parties hereto waive presentment for payment, demand for payment, protest and notice ofa

very kind'and nature in reference to this Note and agree that the holder, at holder's option. may extend, renew, or revise payment ofas Note'br'receive partial payment thereon, release any party hereto, or exercise or release holder's rights with respect to all or part ofe collateral, if any, securing this Note, and that such extension, renewal, revision, partial payment, release, or exercise shall not in anyannease any of them from the payment hereof or affect the liability of any party hereunder.
cfditiK'l terms:

QtOcbber 1, 1980r I  ' '

bsld~ngton, D.C. 20037 ,) ' fly:

* L1RI~TWAfl NTIOL~LDANK
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AFFIDAVIT

I, Joanne Rosskam, being duly sworn, hereby state as follows:

(1) That during the summer and fall of 1981 I was employed, on a

part-time basis, by the kennedy for President Committee to aid in general

bookkeeping matters.

(2) that during that period of time, I was asked by the Committee's

Counsel and Treasurer, William C. Oldaker, to extract the various infor-

mation from the Committee's loan papers, which were currently in the hands

of the Federal Election Commission auditors.

(3) While I was extracting the materials from Mr. Oldaker, Ms. Paschen

asked me several questions regarding the documentation which I was examining.

(4) I indicated to Ms. Paschen that I was not employed by the Kennedy

for President Committee during the campaign.

(5) I, at no time, indicated to Ms. PascT n that the original oil
painting done by Richard Nauskiewicz, had neve existed, or was not in the

possession of the Kennedy for President Committee.

(6) I, in fact, indicated to Ms. Paschen that the Richard Anuskiewicz
original painting had been in the possession of the Kennedy for President

( Committee, and subsequently had been sold.

-- (7) I never stated to Ms. Paschen, or any other erson in the audit

division that works of art had not been printed.

(8) I indicated to Ms. Paschen that several works of art had not
c been finally printed during the campaign, but were subsequently printed or
r were in the process of being printed.

C' I swear that the above statements are true, complete and accurate, to
the best of my recollection.

Joanne Rosskam

City of New York )
)ss

State of New York)

Subscribed and sworn to nme on this ___day of April, 1981.

Notary Public

My Commission Expires: ..............
APPROVED ORALLY, EXECUTED AFFIDAVIT
WILL BE PROVIDED AS SOON AS POSSIBLE.
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BEFORE THE FEDERAL ELECTION COMMISSION

~dC~ ~

IN THE MATTER OF
) MUR 1393

KENNEDY FOR PRESIDENT COMMITTEE

RESPONSE TO COMMISSION'S FIRST QUESTIONS

1. For each of the five loans listed above, relate the
S information given banIk officials by the Committee's

r epresentatives, before the loan documents Were signed, in
describing the collateral pledged.

(a) Chemical Bank of New York Loans

The Chemical Bank loans listed in the Commission's

questions were in fact a series of five loans for which artwork

was used as collateral. The loans were as follows:

~Collateral

4/18/80 $210,000

5/5/80 $200,000

5/13/80 $165,000

5/20/80 $100,000

5/23/80 $ 75,000

Artwork (Loan I)& Matching Funds

Artwork (Loan II)
& Matching Funds

Artwork (Loan III)
& Matching Funds

Artwork (Loan IV)
& Matching Funds

Artwork (Loan IV)
& Matching Funds
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The roman numerals refer to the division of collateral

as pledged by successive amendments to the Security Agreements.

(Exhibit A.) Two Security Agreements were executed, one on April

18, 1980, for the initial $210,000 loan (Exhibit B), and one on

May 2, 1980, that merged the April 18, 1980, loan collateral with

the May 2, 1980, loan collateral. (Exhibit C.) The May 2, 1980,

Security Agreement was then amended on May 9, 1980, by thle

addition of a supplemental schedule of collateral for the May 13,

1980, loan (Exhibit D) and on May 23, 1980, by the addition of a

Supplemental Schedule for the May 20 and 23, 1980, loans (Exhibit

E). The notes signed by the Committee for each loan are attached

as Exhibits F through J. It should be noted that the division of

the collateral was a bit arbitrary since the five loans wlere

merged into a single body of collateral securing the entire

$750,000 in loans made.

The Security Agreements only reflect the artwork

portion of the transactions. The bank had much more valuable

intangible collateral under the terms of the loan agreements

signed on April 18, 1980; May 2, 1980; and May 9, 1980.

(Exhibits K through M.) Under those agreements the loan was

secured not just by the artwork but also by an insurance policy

on the life of Senator Kennedy with Lloyd's of London and an

assignment of future federal matching payments which totalled

approximately $4.13 million for the campaign. It was, iii fact,
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the federal matching payments that the bank was looking towards

for payment of the loans and that is why the life insurance

policy was required as part of the loan agreement.

The Committee's officers honestly believed all the

artwork pledged at each stage had been printed. Chemical Bank

retained an art appraiser, Paul Zerler, who visited the artists,

interviewed each of them, and appraised the art pledged.

(Exhibits N through R.) Mr. Zerler's letters are prima facie

evidence that the artists had in fact at least completed the

artistic work for all the art pledged at each stage. Thu failure

to note that some works may not have been printed when pledged is

likely due to the fact that it is the artistic creation element

(that had been completed) which is the most crucial factor in the

value of the artwork, not the physical printing of the final

lithographs and serigraphs.

In sum, the Committee officers described the artwork as

pledged in the various security agreements and supplemental

schedules thereto. They had no reason to suspect a few pieces

had not been printed. The artistic creation had been completed

as reflected by Mr. Zerler's letters. Negotiations on both sides

proceeded on the good faith assumption that all the work had been

printed. The appraiser gave his appraisal to the bank and no

questions were raised both because the crucial artistic aspect

had been completed and because the banks in fact were principally

looking toward the Committee's expected matching payments for

satisfaction of the loans.
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(b) D.C. National Bank Loan.

The D.C. National Bank loan of $240,000 made on March

7, 1980, was secured by pledging 300 Jamie Wyeth litographs

titled "nto Sail Against the Wind" with an appraised value of

$240,000. The Committee pledged additional collateral effective

July 29, 1980, in the form of part of two series of serigraphs by

C.Jo Yao and Jay Rosenblum. See Exhibits 5, T.

The Committee officers who negotiated the loans~ did not

know at the time that the Yao and Rosenblum works had not been

printed. They had been appraised by Mr. Zerler in conne':tion

with the earlier Chemical Bank loans and the Committee officers

had no reason to suspect they had not been printed. The

collateral was described to the banks as reflected in the

Supplements to the Note and Security Agreement.

Cc) Mark Twain National Bank Loans.

Two loans were obtained from the Mark Twain National

Bank for $10,000 each on April 14, 1980, and May 23, 1980. See

Exhibits U and V. The collateral was described to the bank as

reflected in the Trust Receipts. The Committee officers believed

all of these works had been printed and had no reason to suspect

that any portion had not been printed. Negotiations were

completed with the bank on that basis.
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2. For each of the art work series pledged for the five loans
in question, please state when reproductions were made, how
many were reade, and the costs of reproduction.

No reproductions were pledged as collateral for any loans.

The works pledged for the loans in question were original works

of art produced (with the exception of the Anuskiewicz) in

limited edition series.

The Committee did not keep a record of the date on which

each work was printed because there was no requirement to do

so. We do know that the Anuskiewicz work was in the Comunittee's

possesion prior to the date on which it was pledged and we

understand that Miss Rosskam so informed the Commission's

auditors. Miss Rosskam's affidavit will be furnished at a later

date. Through the FEC audit we discovered that as of Summer 1981

the following pledged works had not been printed:

Daphnis "SSK II 80"Krushenick "Par Avion"
Yao Uni t itled
Rosenblaumi "Solo"

(These works have since been printed.)

The number and costs of production

as follows:

ARTIST TITL

(1) Chemical Bank

Aach
Anuszkiewicz
Bolotowski
Daphnis

of each series pledged is

NUMBER
_E PRINTED

Loan I (Security Agreement 4/1

"Split Infinity" 300
Untitled 1
"Red White & Blue 150
"SSK-80" 235

NUMBERPLEDGED)

8/80)

285
1

135
220

COST

$3,000
$3,000
$2,250
$1,992
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ARTIST

(1) Chemical Bank

Kruschen ik
May
Nesbitt
Oppenhe im

Prentice
Rosenbium

Saf f

TITLE

Loan I (continued)

Untitled"Tranquility
"Iris"
"Diamond Cutters
Wedding"
Untitled
"Sail" (States
1,2, & 3)
"Trophy for John"

Chemical Bank Loan II (Security Agreement 5/2/80)
Levine "States of

Consc iou sness" 300 285
Srd th Unt itled 250 235
Sonfist "Views of America" 300 285
Stanley "Boston Baked

Beans" 200 185
Hart Untitled 300 285
Kour saros "Karmi" 300 285

Chemical Bank Loan III (Security Agreement 5/9/80)

Serra Untitled 200 185
Morris Untitled 300 285
Rauschenberg Untitled-

Photographs 200 185
Youngerman "Swirl" 200 185

Chemical Bank Loan IV (Security Agreement 5/23/80)

Mangold

Daphnis
Krushnick

"Rectangle With-inthree Rectangles
"SSK II-80"
"Par Avion"

(5) D.C. National Bank Loan

Wyeth
Yao
Rose nblizn

"To Sail Against
The Wind"
Untitled
"Solo"

NUMBERPRINTED NUMBERPLEDGED

300100
200

200
300

300
125

COST

$3,000
$3,000
$3,500

$3,500
$3,000

$3,000
$2,935

28585
185

185
285

255
10

(2)

(3)

(4)

$3,685$4,000
$3,000

$3,500
$3,000
$3,000

$8,500
$3,500

$4,150
$3,750

20070
275

190
70

265

$3,000$ 508
$3,000

300200
300

300170
270

$3,500$7,500
$4,000

I
, . .. . . . ... • ....... , _., ............... ........ . . ......... . .,, r ................... ... ......... !i i i



NUMBER NUMBER

ARTIST TITLE PRINTED PLEDGED COST

(6) Mark Twain National Bank Loan I (4/14/80)

Rauschenberg "After Homage Unavail
to Picasso" 45 40 ableI1!

(7) Mark Twain National Bank Loan II (5/23/80)

Nesbitt "Tul ip" 200 20 $3,500
Rosenbilum "Solo" 300 20 $4,000
Yao Untitled 200 20 $7,500
Levine *Tired Earth" 275 20 $3,860

3. For each of the art work series pledged for the five loans
in question, on what dates did the Committee learn that the
donated works had not been reproduced [sic]?

The current Committee Treasurer and the Chairman did not

learn that some of the artwork had not been printed until Summer

1981 when the Committee's artwork records were reviewed in

connection with the Commission's audit. We have no way of

determining what the previous Treasurer knew since she is no

longer connected with the Committee but have no reason to doubt

she believed the pledged artwork had been printed.

4. Please state what information concerning the number of
reproductions existing, the reproduction rights to each of
the works pledged, and the costs associated with
reproduction, was given to the banks listed above by' the
Committee before and after the loan documents were signed
and state when the information was given.

No information concerning reproduction rights was given

because the Committee pledged original works of art. The

1/ Cost of this item will be provided when the Committee
has located the applicable record.



collateral was as described in the Security Agreement. The

Committee warranted that it had a clear title to the collateral

in the loan documents.

5. For each of the loans listed above, on what dates did
Committee representatives inform officials of the bainks
involved that prints of the pledged works did not excist?

The Committee Treasurer did not learn that some of the works

had not been printed until Summer 1981, after the loans had been

repaid. It therefore was pointless to inform the banks of this

fact.

I swear that the foregoing responses are true, complete and

accurate to the best of my knowledge.

/1/

William C4 Gidaker,
Treasurer



CITY OF WASHINGTON )) S.S.
DISTRICT OF COLUMBIA )

I, Mary Dougherty, a Notary Public in and for the District

of Columbia, duly commissioned and authorized to administer

oaths, hereby certify that this day there appeared before me

William C. Oldaker, to me personally known, who swore the

foregoing responses were true, complete and accurate to the best

of his knowledge.

-- Notar Pu

Date: __ _ _ _ _ _ _ _

~~My commission expires: /
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LOAN I

DESCRI PTIONJ NUMBER APF P.AJ SR:,
UNiT A"I'.'

"'mAL A If.gm"
r'f,r.D(;| r)

1) ilerb Aach Color serigraph
edition "Split
Infinity"

285

2) Richard Anuszkzewxcz Acrylic on canvasfour to five colors
,rant; tl'd

3) Ilya Bolotowsky

4) Nassos Daphnis

5) Nicholas Kruschenik

6' Snonq. Moy

7) Lowell Nesbitt

Color lithograph"Red, White & Blue"

Color serigjraph
"SSK- 80)

Color serigraph
Untitled

Color serigraph"Tranquility"

Black & White
ser igraph
"Grey Iris-80"

135

220

285

185

8) Dennis Oppenheim

9) David Prentice

10) Jay Rosenblum

11) Jay Rosenbium

12) Jay Rosenblum

13) Donald Saff

Blueprint serigraph"Diamond Cutter's
Wedd ing"

Color serigraph
Untitled

Color serigraph
"State 1"

Color serigraph
"State 2"

Color serigraph
"State 3"

Hand colored etching
"Trophy for John" "

185

285

85

110

$450

$225

$350)
)
)

$350)
)
)

$350)

$500

83,250

64,125

89,250

ARTI[ST

$250 $ 71,250

$9,000

0

$450

$350

$350

$300

$400

9,000

60,750

77,000

99,750

25,500

74,000

55,O~ft
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ARTIST

1) Lcs Levine

2) Leon Polk Smith

3) Alan Sonfist

4) Bob Staniey

5) Bob Stanley

6) Gordon llart

7) Hlarry Koursaros

DESCRI PT ION

31

NUMBER
PLEDGED

Color serigjraph
"Slates of Consciousness"

Color scrigraph
uiti tled(

Color lithograph
"Views of America"

Color scrigjraphs
"Boston Baked Beans"

Dcluxe color serigjraph
"Boston Baked Beans"

Color scrigraph
Untitled

Color Serigraph
"Karmi"

285

235

285

85

100

285

285

APPRAISED
UNIT VALUE

350

500

350

300

400

300

375

TOTALAOUI
PLEDGED j

$ 99,750

117,500

99,750

25,500

40,000

85,500

106,875

$574 ,875

O
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LOAN III

ARTIST

1) Richard Serr.I

2) Robert Morriu;

3) Robert Rausclunb ,rgj

4) Jack Youngerman

DESCRIPT ION

Scr igraph
untitled
40 x 53

Lithograph
untitled
22 x 30

Photograph
untitled

Scrigraph
"Swirl"
30 x 32

NUMBER
PLEDGED

185

285

185

185

APPRAISED
UNIT VALUE

$750

$500

$800

TOTAL AH'I
PLEDGED .

$138,750

142,500

148,000

$500

$521,750

I ~

0
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LOAN IV

ARTIST.

1) Robert Mangold

DESCRIPTION NUMBER
PLEDGED

Color serigraph
"Rectangle Within
Three Rectangles"

190

APPRAISED
UNIT VALUE ,

$550

TOTAL. AMlOUNT'

PLEDGED

$104,500

2) Nassos Daphnis

q Nicholas Krushenick

Color serigraph
"SSK II 80" 70

Color serigraph
"Par Avion" 265

450

350

31,500

92,750

$228,750
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( SECURITY AGrEEME:" dated April 18, :
1980, between CHE'1ICAL BAR:K, a New
York banking corporation (hereinafter
called the Bank) and the KENNEDY FOR
PRESIDENT COMMITTEE (hereinafter

called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities"
includes al] liabilities (primary, secondary, direct con-
tingent, sole, joint or several) due or to become due, or
that may be hereafter contracted or acquired, of Borrower
to Bank, (b) "Proceeds" means whatever is received when
Collateral is sold, exchanged, leased, collected or other-
wise disposed of and includes the account arising when
the right to payment is earned under a contract, (c) "Secur-
ity Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an
obligation, Cd) "Collateral" means the following described
property in which the Bank~has a Security Interest:

" (1) 185 serially numbered (16 through 200)
. Split Infinity color serigraphs each signed by Herb Aach;.

. ) (2) one acrylic on canvas four to five colors
untitled signed by Richard Anuszkiewicz;

0
__ (3) 135 serially numbered (16 through 150)

Red, White and Blue color lithographs each signed by Ilya
-'.4 Bo lotowsky;,

~(4) 285 serially numbered (16 thrcugh 300) SSK-80
. color serigraphs each signed by Nassos Daphnis;

C(5) 185 serially numbered (16 through 200) untitled
color serigraphs each signed by Nicholas Kruschenik;

cO (6; 85 seriallyv numbered (16 through 100) Tranquility
color serigraphs each signed by Seong Moy;

(7) 183 serially numbered (16 through 200) Grey Iris-8O
black and white serigraphs each signed by Lowell Nesbitt;

(8) 135 serial!-" num.bered (16 thrcuah 200) Diamond
Cutter's Wedding blueprint serigraphs each signed by Dennis Oppenheim;

(9) 133 se-!a!!'"umbereci (16 thrc"u-h 200) untitled color
se"2:ra~hs :_c s icned b'" David ?r~ntice;

(I13 85 serially" numbered (16 thrcugh 100) State 1 color
serigraphs each signed by Jay Rosenblu.n;

(11) 83 serially numbered (16 through 100) State 2 color
serigraphs each signed by Jay Rosenblum;

(12) 85 serialL? numbered (16 thrcuch 100) State 3 color
serigraphs each sinned by Jay Rosenblun; a.-.

0 EXHIBIT B



• 0 (13) 110 serially numbered (16 through 125)' Trophy
( or John hand colored etchings each signed by Donald Saff.

(2) Security Interest. As security for the payment of
all loans now or in the future made hereunder and all other
lilabilities of Borrower to Bank, Borrower hereby grants to
Bank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank
that (a) the Collateral was especially prepared for the
exclusive use of the Borrower and (b) Borrower is, and has
been from the time of its preparation, the sole lawful owner
of the Collateral, free and clear of any liens and encumbrances,
and has the right and power to pledge, sell, assign and transfer
absolute title thereto to the Bank and that no financing state-
ment covering the Collateral, other than the Bank's, is on file
in any public office.

3. Use of Collateral. The Collateral will be used
primarily as a premium for contributions to Borrower. The

. custodian shall be Joseph E. Hakim• The Collateral will be stored
at the offices of the custodian in Suite 3021, 200 Park Avenue,
New York, New York, or at such other place or places as the Bank
shall approve in writing, and released, in whole or in part, by the

~custodian for transfer to a contributor or purchaser only upon the
o presentation of a written release from the Bank.

-- 4. Insurance. Borrower will have and maintain insuirance
on the Collateral until this agreement is terminated against

~all expected risks to which it is exposed, including fire,
theft and those which the Bank may designate, such insurance
to be payable to Bank and Borrower as their interests may

. appear; all policies shall provide for ten (10) days' written
minimum cancelation notice to the Bank. Bank may act as

C attorney for Borrower in obtaining, adjusting, settling and
canceling such insurance.

cC 5. Default. Default shall exist hereunder (1) if
the Borrower shall--fail to pay any amount of the Liabilities
when due, (2) if the Borrower shall or shall attempt to (a)
remove or allow removal of the Collateral from the offices of
the custodian or such other place or places as the Bank has
approved in writing, without a written release of the Collateral,
or any part thereof, from the Bank, (b) sell, encumber or
otherwise dispose of the Collateral or any interest therein without
a written release of the Collateral, or any part thereof, from
the Bank, (c) conceal, hire out or let the Collateral, Cd) misuse
or abuse the Collateral, or Ce) use or allow the use of the
Collateral in connection with any undertaking prohibited by law,
(3) if bankruptcy or insolvency proceedings shall be instituted by
or against the Borrower, (4) if the Collateral shall be attached,
levied upon, seized in any legal proceedings, or held by virtue



of any lien or distress, (5) if the Borrower shall make any
assignment for the benefit of creditors, (6) if the Borrower "
shall fail to pay promptly all taxes and assessments upon the
Collateral or the use thereof, (7) if the Bank with reasonable
cause determines that its interest in the Collateral be in
jeopardy, or (8) if Borrower should fail to keep the
Collateral suitably insured. In the event of default or the
breach of any undertaking of or conditions to be performed
by the Borrower (1) all liabilities shall become immediately
due and payable, and (2) the Borrower agrees upon demand to
deliver the Collateral to the Bank, or the Bank may, with or
without legal process, and with or without previous notice or
demand for performance, enter any premises wherein the Collateral
may be, and take possession of the same, together with any-
thing therein; and the Bank may make disposition of the
Collateral subject to any and all applicable provisions of the
law. If the Collateral is sold at public sale, Bank may
purchase the Collateral at such sale. The Bank, provided it
has sent the statutory notice of default, may retain from the
proceeds of such sale all reasonable costs incurred in the said
taking and sale and also, all sums then owing by the Borrower,
and any overplus of any such sale shall be paid to the Borrower.

6. General Agreements. (a) Borrower agrees to pay
the costs of filing" financing statements and of conducting
searches in connection with this Agreement. (b) Borrower
agrees to allow the Bank through any of its officers or agents,
at all reasonable times, to examine or inspect any of the
Collateral and to examine, inspect and make extracts from
the Borrower's books and records relating to the Collateral.
Cc) Borrower will promptly pay when due all taxes and assess-

ments upon the Collateral or for its use or operation or upon
the proceeds thereof or upon this Agreement or upon any instru-
ment or instruments evidencing the Liabilities. (d) At its
option, the Bank may discharge taxes, liens or security
interests or other encumbrances at any tim'e levied or placed
on the Collateral, and may pay for the maintenance and preser-
vation of the Collateral, and the Borrower agrees to reimburse
the Bank on demand for any payment made or any expense incurred
by the Bank pursuant to the foregoing authorization, including
counsel fees and disbursements incurred or expended by the Bank
i, connection w.ith this Agreement . Ce) Borrower hereby authorizes
the Bank to file the rinancinq statement and any amendments
thereto without the signature of Borrower. Such authorization
is limited to the security interest granted by this Agreement.
Cf) The Bank shall not be deemed to have waived any of its
rights hereunder or under any other agree-ent, instrument or
paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof
or of any other right. A waiver upon any one occasion shall not
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be construed as a bar or a waiver of any right or remedy on
any future occasion. All of the rights and remedies of the
Bank, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised
singly or concurrently.

7. Execution by Bank. This Agreement shall take
effect immediately upon execution by the Borrower, and the
execution hereof by the Bank shall not be required as a condition
to the effectiveness of this Agreement. The provision for
execution of this Agreement by the Bank is only for purposes
of filing this Agreement as a Security Agreement under the
Uniform Commercial Code, if execution hereof by the Bank is
required for purposes of such filing.

KENNEDY FOR PRESIDENT COMMITTEE,

~1250 22nd Street, N.W.
Washington, DC 20037

D CHEMICAL BANK,

by- - "

140 Broadway"

. New York, NY 10015



O AMENDIENT AND oT ATEMENT dated as ofMay 2, 1980, to he SECURITY AGREEMENT
dated April 18, 1980, (such amended and
restated Security Agreement, called the
"Security Agreement"), between CHEMICAL
BANK, a New York banking corporation
(hereinafter called the Bank) and the
KENNEDY FOR PRESIDENT COMMITTEE (here-
inafter called the Borrower).

WHEREAS the Bank and the Borrower are parties to Letter
Agreements dated April 18, 1980, and May 2, £980, (the "Letter
Agreements") pursuant to which the Bank shall make demand loans
to the Borrower, subject to the terms and conditions of said
Letter Agreements, in an aggregate principal amount not to
exceed $750,000, and the Bank and the Borrower are also parties
to certain other Letter Agreements dated November 15, 1979,
February 11, 1980, and March 14, 1980, pursuant to which the
Bank has made loans to the Borrower;

WHEREAS the Bank was unwilling to make such loans unless
the Borrower executed and delivered this Security Agreement;

WHEREAS the obligation of the Bank to make further loans
under the Letter Agreement is subject to, among other things,
the condition precedent that the Borrower shall grant to the
Bank, a securi~ty interest in additional collateral securing
all indebtedness of the Borrower to the Bank;

WHEREAS the Borrower has requested that the Bank amend
and restate the Security Agreement dated April 18, 1980, in
order to correct certain errors in the list of Collateral
therein, and to provide for the addition of new Collateral;

NOW, THEREFORE, the Bank and Borrower hereby agree as
follows:

1. Definitions. (a) "Liability" or "Liabilities" includes
all liabilities (primary, secondary, direct contingent, sole,
joint or several) due or to become due, or that may be hereafter
contracted or acquired, of Borrower to Bank, (b) "Proceeds"
means whatever is received when Collateral is sold, exchanged,
leased, collected or otherwise disposed of and includes the
account arising when the right to payment is earned under a
contract, (c) "Security Interest" means a lien or other interest
in Collateral which secures payment of a liability or performance
of an obligation, (d) "Collateral" means the property listed on
Schedule A hereto and property listed on Supplemental Schedules
which shall, from time to time be added to this Amended and
Restated Security Agreement in consideration of the Bank making
additional loans to the Borrower.

EXHIBIT C
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2. Security Interest. As security for the payment of all
loans now or in the future made under the Letter Agreements and
all other liabilities of Borrower to Bank, Borrower hereby grants"
to Bank a Security Interest in the above-described Collateral
and all and any Proceeds arising therefrom.

Borrower represents and warrants to the Bank that (a) the
Collateral was especially prepared for the exclusive use
of the Borrower and Cb) Borrower is, and has been from the time
of its preparation, the sole lawful owner of the Collateral,
free and clear of any liens and encumbrances, and has the right
and power to pledge, sell, assign and transfer absolute title
thereto to the Bank and that no financing statement covering
the Collateral, other than the Bank's, is on file in any public
office.

3. Use of Collateral. The Collater will be used primarily
as a peimfor contributions to Borrower. The custodian shall
be John Nichols. The Collateral will be stored at the offices
of the custodian at Twichell-Nichols Printmakers, 75 Grand
Street, New York, NY 10013, or at such other place or places
as the Bank shall approve in writing, and released, in whole
or in part, by the custodian for transfer to a contributor or
purchaser only upon the presentation of a written release from
the Bank.

4. Insurance. Borrower will have and maintain insurance
on the Collateral until this agreement is terminated against
all expected risks to which it is exposed, including fire,
theft and those which the Bank may designate, such insurance
to be payable to Bank and Borrower as their interests may
appear; all policies shall provide for ten (10) days' written
minimum cancelation notice to the Bank. Bank may act as attorney
for Borrower in obtaining, adjusting, settling or canceling
such insurance.

5. Default. Default shall exist hereunder (1) if the
Borrower shall fail to pay any amount of the Liabilities when
due, (2) if the Borrower shall or shall attempt to (a) remove
or allow removal of the Collateral from the offices of the
custodian or such other place or places as the Bank has approved
in writing, without a written release of the Collateral, or any
part thereof, from the Bank, (b) sell, encumber or otherwise
dispose of the Collateral or any interest therein without a
ritten release of the Collateral, or any part thereof, from

the Bank, (c) conceal, hire out or let the Collateral, Cd) misuse
or abuse the Collateral, or (e) use or allow the use of the
Collateral in connection with any undertaking prohibited by
law, (3) if bankruptcy or insolvency proceedings shall be
instituted by or against the Borrower, (4) if the Collateral
shall be attached, levied upon, seized in any legal proceedings
or held by virtue of any lien or distress, (5) if the Borrower
shall make any assignment for the benefit of creditors, (6) if
the Borrower shall fail to pay promptly all taxes and assessments
upon the Collateral or use thereof, (7) if the Bank with reason-
able cause determines that its interest in the Collateral be
in jeopardy, or (*.if Borrower Should fail keep the Collateral
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suitably insured. In the event of default or the breach of
any undertaking of or conditions to be performed by the Borrower
(1) all liabilities shall become immediately due and payable,
and (2) the Borrower agrees upon demand to deliver the Collateral
to the Bank, or the Bank may, with or without legal process,
and with or without previous notice or demand for performance,
enter any premises wherein the Collateral may be, and take
possession of the same, together with anything therein; and the
Bank may make disposition of the Collateral subject to any and
all applicable provisions of the law. If the Collateral is sold
at public sale, Bank may purchase the Collateral at such sale.
The Bank, provided it has sent the statutory notice of default,
may retain from the proceeds of such sale all reasonable costs
incurred in the said taking and sale and also, all sums then
owing by the Borrower, and any overplus of any such sale shall

~be paid to the Borrower.

6. General Assignments. (a) Borrower agrees to pay the
costs of filing financing statements and of conducting searches
in connection with this Agreement. (b) Borrower agrees to allow

~the Bank through any of its officers or agents, at all reason-
. able times, to examine or inspect any of the Collateral and to

examine, inspect and make extracts from the Borrower's books
D and records relating to the Collatera. (c) Borrower will

promptly pay when due all taxes and assessments upon the
~Collateral or for its use or operation or upon the proceeds

thereof or upon this Agreement or upon any instrument or
" instruments evidencing the Liabilities. Cd) At its option,

• the Bank may discharge taxes, liens or security interests
or other encumbrances at any time levied or placed on the

) Collateral, and the Borrower agrees to reimburse the Bank on
demand for any payment made or any expense incurred by the Bank

~pursuant to the foregoing authorization, including counsel
fees disbursements incurred or expended by the Bank, in connection

~with this Agreement, (e) Borrower hereby authorizes the Bank
) to file the financing statement and any amendments thereto

without the signature of Borrower. Such authorization is limited
~to the security interest granted by this Agreement. (f) The

Bank shall not be deemed to have waived any of its rights
hereunder or under any other agreement, instrument or paper

~signed by the Borrower unless such waiver is in writing and
signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof
or of any other right. A waiver upon any one occasion shall
not be construed as a bar or a waiver of any right or remedy
on any future occasion. All of the rights and remedies of the
Bank:, whether evidenced hereby or by any other agreement,
instrument or paper, shall be cumulative and may be exercised
singly or concurrently.

0
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7. rxecution by Bank. This Agreement shall take effectimmediately upon execution by the Borrower, and the execution
hereof by the Bank shall not be required as a condition to the
effectiveness of this Agreement. The provision for execution
of this Agreement by the Bank is only for purposes of filing
this Agreement as a Security Agreement under the Uniform
Commercial Code, if execution hereby the Bank is required for
purposes of such filing.

KENNEDY FOR PRESIDENT COMMITTEE,

Carolyn A. -Reed,
Treasurer

1250 22nd Street, N.W.
Washington, DC 20037

CHEMICAL BANK,

by
Io-

/

Robert P. Conway,Vice President
140 Broadway
New York, NY 10015

f



Schedule A

(1) 285 serially numbered ' 16 through 300) "Split
Infinity" color serigraphs each signed by Herb Aach;

(2) one acrylic on canvas four to five colors untitled
signed by Richard Anuszkiewicz;

(3) 135 serially numbered (16 through 15) "Red, White,
and Blue" color lithographs each signed by Ilya Bolotowsky;

S (4) 220 serially numbered (16 through 235) "SSK-80"
color serigraphs each signed by Nassos Daphnis;

-- ()25srial ly numbered (16 through 300) untitled
qolor ser 9 ig.as each signed by Nicholas Kruschenik;

(6) 85 serially numbered (16 through 100) "Tranquility"
color serigraphs each signed by Seong M1oy;

(7) 185 serially num~bered (16 through 200) "Grey
Iris-80" black and white serigraphs each signed by Lowell
Nesbitt;

(8) 185 serially numbered (16 through 200) "Diamond
Cutter's Wedding" blueprint serigraphs each signed by Dennis
Oppenheim;

(91 25erially numbered (16 through 300) untitled
color serigraphs each signed by David Prentice;

(10) 85 serially numbered (16 through 100) "State 1"
color serigraphs each signed by Jay Rosenblum;

(11) 85 serially numbered (16 through 100) 'State 2"
color serigraphs each signed by Jay Rosenblum;

(12) 85 serially numbered (16 through 100) "State 3"
color serigraphs each signed by Jay Rosenblum; and

(13) 110 serially numbered (16 through 125) "Trophy
for John" hand colored etchings each signed by Donald Saff.



Supplemental Schodul,- added .is of
May 2, 1980,. to the Security Agreement

dated April 18, 1980, as amended and restated as
of May 2, 1980, between CHEM'ICAL BANK
and the KENNEDY FOR PRESIDENT COMMITTEE

(1) 285 serially numbered (16 through 300) "States
of Consciousness" color serigraphs each signed by Les Levine;

(2) 235 serially numbered (16 through 250) untitled
color serigraphs each signed by Leon Polk Smith;

.._, (3) 285 serially numbered (16 through 300) "Views of
~America" color lithographs each signed by Alan Sonfist;

(4) 85 serially numbered (16 through 100) "Boston Baked
Beans" color serigraphs each signed by Bob Stanley;

" (5) 100 serially numbered Cl through 100) "Boston Baked
__ Beans" delux color serigraphs each signed by Bob Stanley;

~(6) 285 serially numbered (16 through 300) "Karmi"
color serigraphs each signed by Harry Koursaros; and

(7) 285 serially numbered (16 through 330) untitled
-- color serigraphs each signed by Gordon Hart.

OD KENNEDY FOR PRESIDENT COMMITTEE,

by "by

CaolnA. edTreasurer

C CHEMICAL BANK,

by -... .

Robert Con.-ay, Vice President

S. 0



Supplemental Schedule added as ofMlay 9, 1980, to the Security Agreement
dated April 18, 1980, as amended and restated as

of May 9, 1980, between CHEMICAL BANK
and the KENNEDY FOR PRESIDENT COMMITTE

(1) 185 serially numbered (16 through 200) untitled
serigraphs each signed by Richard Serra;

(2) 285 serially numbered (16 through 300) untitled
lithographs each signed by Robert Morris;

(3) 185 serially numbered (16 through 200) untitled
photographs each signed by Robert Rauschenberg; and

(4) 185 serially ntwibered (16 through 200) "Swirl"
serigraphs each signed by Jack Youngerman.

KENNEDY FOR PRES IDENT COMMITTEE,

Carolyn A. Rebd, Treasurer

CHEMICAL BANK,

Robert Conway, Vice President

EXHIBIT D
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~Supplementd. Schedule added as of*a May 23, 1980, to the S~rity Agreement
ated April 18, t980, as a~nded and restated
as of May 23, 1980, between CHEMICAL BANK

and the KENNEDY FOR PRESIDENT COMMITTEE

(1) 190 serially numbered (11 through 200) "Rectangle
W.ithin Three Rectangles" serigraphs each signed by Robert
fl.a ngo ld;

(2) 70 serially numbered (6 through 75) "5SK II 0"
serigraphs each signed by Nassos Daphnis; and

(3) 265 serially numbered (11 through 275) "Par Avion"
serigraphs each signed by Nicholas Krushenick.

KENNEDY FOR PRESIDENT COM MITTEE,

by ( _ C. u
Carolyn A. Reed, Treasurer -

CHEMICAL BANK

by "£

Robert conway, Vice President

EXHIBIT E



•April 18, 1980New York, New York$ 210,000.00

UPON DEMAN, KENEY FOR PRESIDENT1 CC1HvtITTEE DOES HEREBYPRCt4ISE to pay to the order of Chemical Bank, a New York banking
corporation, at its principal office at 140 Broadway, New York, NY
10015, in lawful money of the United States Two Hundred and Ten
Thousand Dollars ($210,000) and to pay interest thereon at the
rate of 1/2 of 1% per annw~n above the rate from time to time in effect
at Chemical Bank for prime conmercial loans of 90-day maturities (here-
inafter called the "prime rate"), such interest to change as of the
opening of business on the day on which the prfime rate shall change.
Interest shall be computed on the basis of the actual number of days
elapsed over a 360-day year.

This Note is issued pursuant to a Letter Agreement of even date
between Chemical Bank and the undersigned and is subject to prepaymnt,
such prepaymnent to be applied first to accrued and unpaid interest
hereon, and then to the unpaid principal amount hereof, all as more
fully specified in said Letter Agreement.

KNEYFOR PRESIDENT C fITI E,

EXHIBIT F0
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EXHIBIT A

$200,000.00
May 2, 1980New York, N.Y.

UPON DEMIAND, KENNEDY FOR PRESIDE'NT COMMIITTEE DOESHEREBY PRO'IISE to pay to the order of Chemical Bank, a New
York banking corporation, at its principal of fice at '140
Broadway, New York, N.Y. 10015, in lawful money of the
United States Two Hundred Thousand Dollars
($200,000.00) and to pay interest thereon at the rate of 1/2
of 1% per annum above the rate from tirme to time in effect at
Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "Prime Rate"), such interest to change
as of the opening of business on the day on which the Prime Rate
shall change. Interest shall be computed on the basis of the
actual number of days elapsed over a 3E0-day year.

This Note is issued pursuant to a Letter Agreement
of even date between Chemical Bank and the undersigned and is
subject to prepaynment, such prepayment to be applied first to
accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said
Letter Agreement.

KENNEDY FOR PRESIDENT C0OMMITTEE,

by res'

0
EXHIBIT G



May 13, 1980 It
$165,000 New York, N.Y.

UPON DEMAND, KENNEDY FOR PRESIDENT COMMITTEE DOES
HEREBY PROMISE to pay to the order of Chemical Bank, a New
York banking corporation, at its principal office at 140
Broadway, New York, N.Y. 10015, in lawful money of the
United States ONE HUNDRED SIXTY-FIVE THOUSAND DOLLARS and to
pay interest thereon at.the rate of one-half of 1% per annum
above the rate from time to time in effect at Chemical Bank
for prime commercial loans of 90-day maturities (hereinafter
called the "prime rate"), such interest to change as of the
opening of business on the day on which the prime rate shall
change. Interest shall be computed on the basis of the
actual number of days elapsed.

This Note is issued pursuant to a Letter Agreement
i of even date between Chemical Bank and the undersigned and

-- is subject to prepayment, such prepayment to be applied first
to accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said
Letter Agreement.

" KENNEDY FOR .PRESIDENT COMMTTEE-1-~

EXHIBIT H



May 20, 1980
$I00, 000 New York, N.Y.

UPON DEMA ND, KENNEDY FOR PRESIDENT CON.MITTEE DOES
HEREBY PROMISE to pay to the order of Chemical Bank, a New
York banking corporation, at its principal office at 140
Broadway, New York, N.Y. 10015, in lawful money of the
United States ONE HUNDRED THOUSAND DOLLARS and to pay interest
thereon at the rate of one-half of 1% per annum above the
rate from time to time in effect at Chemical Bank for prime
commercial loans of 90-day maturities (hereinafter called the
"prime rate"), such interest to change as of the opening of
business on the day on which the prime rate shall change. Inter-
est shall be computed on the basis of the actual number of days
elapsed.

This Note is issued pursuant to a Letter Agreement of even
4, date between Chemical Bank and the undersigned and is subject

to prepayment, such prepayment to be applied first to accrued
- and unpaid interest hereon, and then to the unpaid principal

amount hereof, all as more fully specified in said Letter
O Agreement,

0D
KENNEDY FOR PRESIDENT CO 1MTTEE

~Treasures.

EXHIBIT I



M.ay 23, 1.980
$ 75,000 I ew York, New York

UPON DEMAND, KENNEDY FOR PRESIDENT COMMITTEE DOES HEREBY
PROMISE to pay to the order of Chemical Bank, a New York banking
corporation, at its principal office at 140 Broadway, New York,
New York 10015, in lawful money of the United States SEVENTY
FIVE THOUSAND DOLLARS and to pay interest thereon at the rate of
one-half of 1% per annum above the rate from time to time in effect
at Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "prime rate"), such interest to change as
of the opening of business on the day on which the prime rate shall
change. Interest shall be computed on the basis of the actual
number of days elapsed.

This Note is issued pursuant to a Letter Agreement of
L_ even date between Chemical Bank and the undersigned and is subject

to prepayment, such prepayment to be applied first to accrued and
' unpaid interest hereon, and then to the unpaid principal amount

hereof, all as more fully specified in said Letter Agreement.

-- KENNEDY FOR PRESIDENT COMMITTEE,

~Treasurer

C

EXHIBIT J



CHEM3ICAL BANK
140 Broadway

New York, N. Y. 10015

April 18, 1980

Kennedy for President Coimnittee
1250 22nd Street, N.W.
Washington, D.C. 20037

Attention ot W illiam C. Oldaker

Dear Sirs:

You have requested the undersigned to lend to your Comnittee
S210,000.00 to be evidenced by your Conuittee's promissory note

"-- payable to the order of the undersigned and to be substantially
, in the for attached hereto as Exhibit A (hereinafter called "the

Note"). It is understood that such loan shall be payable on demand
and shall bcar interest at 1/2 of 1% per anntzn above the rate fronm
time to time in effect of the undersigned for prime commnercial loans

0 of 90-day maturities (hereinafter called the "prime rate"), such
-= interest rate to change as of the opening of business on any day

on which the prime rate shall change. Interest shall be computed
r on the basis of the actual ntunber of days elapsed over a 360-day year

and shall be paid on the first of each month con~encing May 1, 1980,ountil payment in full of the principal of such loan. The loan is
r subject to prepayment, such prepayment to be applied first to

accrued and unpaid interest on the loan, and then to the unpaid
principal amount of the loan.

~In consideration of the undersigned's agreement to make such
loan, you hcreby agree, by your execution hereof, to execute a~Security Agreement of even date securing this loan and all prior loans
(hereinafter called the "Prior Loans") made pursuant to Letter Agree-
ments dated November 15, 1979, February 11, and M arch 14, 1980,
between the undersignted and y'our Conmittce. In connection therewith,
you agree to deposit all moneys received for contrihutions relating
to the Collateral (as that term is defined in suzh Security Agreement)
in an account maintained with the undersigned designated for that
purpose until payment in Full of the principal and interest on suchloan. You also hereby a uthorize the undersigned to charge such account
for payments of principal and interest on such loans.

EXHIBIT K
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Pursuant to thc Lettcr Agreement dated Novemlber 15, 1979,

betwccen you and the undersigncd, you have obtained policies insuring
without any, condition the life of Senator Edward H. Kennedy, and insuring
in the event of any permanent disability which prevents Senator Edward H4.
Kennedy from effectively pursuing the nomination for presidential candi-
date, each in the amount of $1,150,000. The undersigned has been
designated as beneficiary thereof up to such amount as is required to
pay in full the aggregate principal amount of the Prior Loans of
$199,074 and any accrued interest thereon. Such policies contain
endorsements to the effect that they may not be canceled or terminated
or the beneficiary changed without the prior written consent of the
undersigned. You hereby agree that the undersigned's interest in
such policies insuring Senator Edw'ard H. Kennedy shall be increased
to the extent of any" accrued interest on and unpaid principal amount
of the Note and all other obligations of the Comittee to the under-
signed under this Letter Agreement; it being understood that the
undersigned will consent to the cancelation of the policies upon
paymnent in full of the principal of and interest on the Prior Loans
and the Note, and the undersigned will further agree to periodic
reductions in the amount of coverage as the principal of such loans

' is reduced.

we} In order to induce the undersigned to ake this loan, you hereby"
r e )  represent and warrant to the undersigned that (a) you are a political

comittee duly established and in compliance with 2 U.S.C..Sec. 4333 ando that you will comply with 2 U.S.C. Sec. 434 and that all contributions
__ solicited by you shall be in compliance with 2 U.S.C. Sec. 441a; (b) no

authorization, consent, approval, license, exemption of or filing or
~registration wiJth ,any court or governmental department, coninission,

board, bureau, agcncy or instrnnnentality is or will be necessary too: the valid execution, delivery, or performance by you or this Letter
r .Agreement, the note or the Security Agreement; and Cc) you have

incurred no unusual forward or long-term conmitments or claims which
c. are substantial in amount in relation to y'our projected receipts from

contributions and from the Secretary of Treasury under 26 U.S.C. Sec. 9037.

This Letter AXgreement shall be governed by" and construed under
e'3 the laws of the State of New York and is not subject to amendment,

waiver or modification unless the same shall be in tTiting.

You shall pay all costs and expenses in cornection with this
Letter Agreement and the loan.
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If the foregoing is agreeable to you, please so indicate bysigning the encloscd copy of this letter.

Very truly y'ours,

GID4IllCAL R-A\K, "

bY .
E4\ I,

'a.- *~'~'

Accepted and agreed to this18th day of April 1980.

--=m lli --=..
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CHEMICAL BANK
140 Broadway

New York, N. Y. 10015

May 2, 1980

Kennedy for President Committee
1250 22nd Street, N.W.
Washington, D.C. 22037

Attention of William C. Oldaker, Esq.

Dear Sirs:

You have requested the undersigned make loans
(collectively the "Loans" and each a "Loan"), to your
Committee from the date hereof in an aggregate principal

- amount equal to the lesser of (i) $540,000 and (ii) an
amount equal to (x) 33-1/3% of the appraised value of the

! Collateral (as that term is defined in the Security Agree-
ment dated April 18, 1980 (the "Security Agreement")),

) between your Committee and the undersigned as determined in
O the reasonable judgment of the undersigned minus (y) the
0 original principal amount of the loan (the "April Loan")

-- made by the undersigned to your Committee pursuant to the
Letter Agreement dated April 18, 1980 (the "April Agree-

Y ment"), between the undersigned and your Committee. Each
(D loan shall be evidenced by a promissory note duly executed

on behalf of your Committee payable to the order of the
~undersigned and to be substantially in the form attached

hereto as Exhibit A (collectively, the "Notes" and each a
C"Note"). It is understood that such loans shall be payable

on demand and shall bear interest at 1/2 of 1% per annum9 above the rate from time to time in effect of the under-
CO signed for prime commercial loans of 90-day maturities

(hereinafter called the "Prime Rate"), such interest rate to
change as of the opening of business on any day on which the
Prime Rate shall change. Interest shall be computed on the
basis of the actual number of days elapsed over a 360-day
year and shall be paid on the first of each month commencing
June 1, 1980, until payment in full of the principal of such
loan. The loan is subject to prepayment, such prepayment to
be appliedi first to accrued and unoai interest or. the loan,
arnd then to the unpaid principal amount of -he loan.

EXHIBIT L



In consideration of the undersigned's agreement
to make the Loans, you hereby agree to deposit all moneys
received for contributions relating to the Collateral in an
account maintained with the undersigned pursuant to the
April Agreement, until payment in full of principal of and
interest on the Loans, the April Loan and all prior loans
(the "Prior Loans"), made by the undersigned to your Com-
mittee pursuant to Letter Agreements dated November 15, 1979,
February 11, 1980, and March 14, 1980. You also hereby
authorize the undersigned to charge such account for payments
of principal of and interest on such loans. All payments
from contributions or other proceeds relating to the Collateral
described in the Security Agreement, shall be applied first
to the pro rata payment of principal of and interest on the
Loans and the April Loan, and second to the payment or principal
of and interest on the Prior Loans. All matching fund payments
previously assigned to the undersigned pursuant to Letter Agree-
ments dated November 15, 1979, and March 14, 1980, and all pay-
ments from contributions or other proceeds relating to collateral
described in a Security Agreement dated February 11, 1980, shall
be applied first to the payment of principal of and interest on

' loans made on the Prior Loans and second to the pro rata pay-
ment of principal of and interest on the Loans and the April

.e Loan.

) In further consideration of the undersigned's
o agreement to make the Loans, you hereby agree by your

execution hereof, that as security for the repayment of the
-- Loans and the April Loan that you hereby assign, transfer

__ and set over to the undersigned such payments as you are
entitled pursuant to 26 U.S.C. Sec. 9033 to receive from the

o Secretary of the Treasury under 26 U.S.C. Sec. 9037 and to at
the same time off each receipt thereof, an amount equal to

VT (i) in the case of such payments received on or after June 15,
1980, an amount equal to 33-1/3% (or, if demand has been

~made, 100%) and (ii) in the case of such payments received
, 9 on or after August 15, 1980, an amount equal to 80% (or

if demand has been made, 100%) of such payment from the
00 Secretary of the Treasury until payment in full of the

principal of and interest on the Loans and the April Loans
in connection therewith, you hereby represent and warrant
to us that you have instructed the Secretary, of the Treasury
to make such payments directly to your account at the
National Savings and Trust Company, Washington, D.C. and
have irrevocably instructed that Company, upon receipt of
such payrments to your account, to transfer out of such



• 0amount the aforesaid percentage thereof to the undersigned
by wire transfer of Federal Reserve funds, such transfer to
be made to Chemical Bank, 140 Broadway, New York, N.Y.
10005, Attention of R.P. Conway, Vice President.

Pursuant to the Letter Agreement dated :.ovember 15,
1979, between you and the undersigned, you have obtained
policies insuring without any condition the life of Senator
Edward M. Kennedy and insuring in the event of any permanent
disability which prevents Senator Edward M. Kennedy from
effectively pursuing the nomination for presidential candi-
date, each in the amount of $1,150,000. The tundersigned has
been designated as beneficiary thereof up to such amount as
is required to pay in full the aggregate principal amount of
the Prior Loans of $ and any accrued interest thereon.
Such policies contain endorsements to the effect that they
may not be canceled or terminated or the beneficiary changed
without the prior written consent of the undersigned. You
hereby agree that the undersigned's interest in such policies
insuring Senator Edward M. Kennedy shall be increased to the
extent of any accrued interest on and unpaid principal amount

, of the Note and all other obligations of the Committee to the
undersigned under this Letter Agreement; it being understood

,m that the undersigned will consent to the cancelation of the
policies upon payment in full of the principal of and interest

) on the Prior Loans and the Note, and the undersigned will
further agree to periodic reductions in the amount of coverage
as the principal of such loans is reduced.

laIn order to induce the undersigned to make this
loanyou hereby represent and warrant to the undersigned
that (a) you are a political committee duly estaWlished and

0D in compliance with 2 U.S.C. Sec. 433 and~ that you will comply
~with 2 U.S.C. Sec. 434 and that all contributions solicited by

you shall be in compliance with 2 U.S.C. Sec. 441a; (b) no
~authorization, consent, approval, license, exemption of or

filing or registration with any court or governmental depart-
rnent, commission, board, bureau, agency or instrumentality is

~or will be necessary to the valid execution., delivery or per-
formance by you of this Letter Agreement, the n ote or the
Security Agreement; and (c) you have incurred no unusual
forward or long-term commitments or claims which are substan-
tial in amount in relation to your projected receipts from
contributions and from the Secretary of Treasury under 26
U.S.C. Scc. 9037.

This Letter Agreement shall be gove rned by and con-
strued under the laws of the State of N:ew York and is not
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subject to amendment, waiver or modification unless the same
shall be in writing.

You shall pay all costs and expenses in connection
with this Letter Agreement and the loan.

If the foregoing is agreeable to you, please so
indicate by signing the enclosed copy of this letter.

Very truly yours,

CHEMICAL BANK,

Accepted and agreed to this C

G ' day of-May,1
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EXHIBIT A

~200,0O.0OMay 2, 1980

$200,00.00New York, N.Y.

UPON DEMlAND, KENNEDY FOR PRESIDENT CO MITTEE DOES
HEREBY PROMISE to pay to the order of Chemical Bank, a New

* York banking corporation, at its principal off i.e at 140
Broadway, New York, N.Y. 10015, in lawful money of the
United States Two Hundred Thousand Dollars
($200,000.00) and to pay interest thereon at the rate of 1/2
of 1% per annum above the rate from time to time in effect at

* Chemical Bank for prime commercial loans of 90-day maturities
(hereinafter called the "Prime Rate"), such interest to change
as of the opening of business on the day on which the Prime Rate
shall change. Interest shall be computed on the basis of the
actual number of days elapsed over a 360-day year.

This Note is issued pursuant to a Letter Agreement
of even date between Chemical Bank and the undersigned and is
subject to prepayment, such prepayment to be applied first to
accrued and unpaid interest hereon, and then to the unpaid
principal amount hereof, all as more fully specified in said
Letter Agreement.

KENNEDY FOR PRESIDENT C0MMITTEE,

C--TreasL4 r
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Chemical Bank
3.40 Broadway

New York, New York 10016

May 9, 1980

Kennedy for President Committee
1250 22nd Street, N.W.

* Washington, D.C. 20037

Attention of William C. Oldaker, Esquire

Dear Sirs:

Reference is made to the Letter Agreements dated April 18,
1980, and May 2, 1980, (collectively, the "Letter Agreements")
both between your Comnmittee and the undersigned. So that the
Letter Agreements more accurately reflect the agreement between
your Committee and the undersigned, your Committee and the
undersigned hereby agree to amend both of the Letter Agreements
by:

(i) the deletion of the words "on demand" in the third
sentence of each of the Letter Agreements; and

(ii) the substitution therefore of the phrase "on
December 31, 1980, or such earlier date on which the undersigned

shall demand payment,.

If the foregoing is agreeable to you, please so indicate
by signing the enclosed copy of this letter.

Very truly yours,

CHEMICAL BANK,

~By " >'

Accepted and a red to this
day of hay 1980,

}[E2IEDY rOR PPRLsIDE:;T CO ?4ITTEE,

/ -

EXHIBIT M



PAUL ZERLER

310 MADISON AVENUE

April 1 5, 1980 NEW YORK. N. Y. 10017

Mr. Robert Conway
Vice President
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Sir:

We have been retained to render our opinion with respect tothe value of the Works of Art created by the following listed
artists:

Joseph Kosuth
James Rosenquist

My background as an Art Appraiser spans a period of over twentyyears. I have served the Insurance Industry as an Art Appraiserprimarily concerned with the authentication of Art and Art Objects. Myservices are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properlyinsure the art. Other areas of my experience include Estate Appraisalwork for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarilywith insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New YorkHartford Isurance Company, New York, New YorkInsurance Company of North America, White Plains, New YorkRhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, N~ew York, New YorkChase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, FloridaMarshall Robinson, d/o Ford Foundation, New York, New York
Associated Press, New York, New York
Beekman Family Foundation, New York, New York

EXHIBIT N



e t~~nterwedth ,an
We have visited each of the artists,thm 

an

judcio~lYappaisd te 
rt reflected hereon. The values which

we avees aised for sad wor.s is-whlly consistent with the

arit'rpuainadcomparable 
works currently selling in

lading, galleries throughout the untdaeand 
abroad .

Tha e total estimated sound value for the accompanying works of

art is $240,000.

ART I1ST

joseph Kosuth

James Rosenquist

DESCRIPT ION

Li thog raph
edition of 300

untitled

Lithograph
edition of 200

Untitled

UNIT RETAIL
SELLIN~G PRICE

300

750

90,000

150,000

$240, 000

Respectfully submitted,

PAUL ZERLER
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Aori 15,1980 310 MADISON AVENUE
NEW YORK. N. Y. 10017

Mr. Robert Conway
Vrice President
Chemical Bank
140 BroadwayL
New York, NY I0)0C5

Re: iKennedy for President Art Work

Dear Sir-

We have been retained to render our opinion with respect to
-,; the value of the Works of Art created by the following listed

artists:

Les Levine Bob Stanley
P Gary Rich Gordon Hart

Leon Polk Smith Harry KoursarosO Alan Sonfist

9y background as an Art Appraiser spans a period of over twenty
~years. I have served the Insurance Industry as an Art Appraiser
C primarily concerned with the authentication of Art and Art Objects. My
0 services are also retained for the purpose of establishing fair market

V- values and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal

~work for many prestigious law firms and evaluations of estates for
banking institutions. The nature of my profession, dealing primarily

PO with insurance companies and banks, requires a very conservative
09 evaluation.

I provide art consultation and/or appraisals to the followino
institutions, among others:

Aetna Life & Casualty Company, New York, N ew York
Hartford Isurance Company, New York, New York
Insurance Company of North America, Whnite Plains, New York
Rhone Nediterranee Insurance Coirpany, Rome, Italy
General Adjustment Bureau, Nlew York, New York
Chase Manhattan Bank, International Division, New York, N~ew York
National Bank of Florida, rdami, Florida
Marshall Robinson, c/o Ford Foundation, N:ew York, New York
Associated Press, New York, New Yor]k
Bee}o~an Family Foundation, New York, N~ew York

EXHIBIT 0



• jud havosly 'ap ited tfaheo ate rtecte hin.Thrv ee values. and, judicousl esalied toe sart orfecs c hs who nonstent~~ wich
we haeetbie o adwrs swo ossetwt h*''artists' reputation and coimparable iwor).s currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $667,500.

ART IST

rJes Levine

DESCRI PT IOti

FST IMATED
UIT RETAIL

SEr5 LING PRICE

Serigraph $ 350
edition of 300
"State of Consciousness"
25 x 38

TOTAL

$105,000

Gary Rich

Leon Polk Smith

Alan Sonfist

Bob Stanley

Gordcn rHart

Harry Koursaros

Serigraphedition of 300
"Naive Artist"

Color serigraph
edition of 250
Untitled
30 x 41

Hand colored lithograph
edition of 300
Untitled
30 x 40

250

500

350

Se rigraph1 Standard edition of 100 300
1 Deluxe edition of 100 400
"Boston Deans"
32 x 40

Color serigraph
edition of 250
Un t itied
30 x 42

Serigraph
edition of 300
"K arm i"
24 x 38 1/8

300

375

$667,500

respectfully submitted,

PAUL ZERLER

75,000

125,000

105,000

30,000

40,0COO

75,000

112,500
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April 15, 1980 SIo MADISON AVIENUEC

NEW/ YORK. N. Y. 10017

Mr. Robert .Conway 2t2.-S6.341o
Vice President :Chemi calI Ba nk i140 Broadway :
New York, NY 10005

Re: Rennedy for President Art Work

Dear Sir:

We have been retained to render our opinion with respect tothe value of the Works of Art created by the following listed .
artists: :

Robert Morris
Robert Rauschenberg
Richard Serra i
Jack Youngerma n '

My background as an Art Appraiser spans a period of over twenty
years. I have served the Insurance Industry as an Art Appraiserprimarily concerned with the authentication of Art and Art Objects. Myservices are also retained for the purpose of establishing fair market
values and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal
work for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation. .

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
Rhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York, New York
Associated Press, New York, New York
Beekman Family Foundation, New York, New York

EXHIBIT p



We have visited each of the artists, interviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $520,000.

ARTIST

Robert Morris

DESCRIPTION

Lithograph
edition of 300
Untitled
22 x 30

ESTIMATEDUNIT RETAIL
SELLING PRICE

$ 500
TOTAL

$150,000

Robert Rauschenberg

Richard Serra

Jack Youngerman

Two editions of
photographs 100 each
Untitled

Ser igraph
edition of 200
untitled
40 x 53

Serigraph
edition of 200
Swirl
30 x 32

600

750

500

120,000

150,000

100,000

$520,000

i Respec.billy submi tted,

PAUL ZERLER
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April 15, 1980

Mr. Robert ConwayVice Pres ident
Chemical Bank
140 Broadway
New York, NY 10005

Dear Si r:

We have been retained tothe value of the Works of Art
artists:

Herb Aach
Richard Anuszk iewicz
Ilya Bolotowsky
Nassos Daphnis
Nicholas Kruschnik
Seong Moy

310 M ADISON AVENUEr

NELW YORIK. N. Y. 10017

Re: Kennedy for President Art Work

render our opinion with respect to
created by the following listed

Lowell Nesbitt
Dennis Oppenheim
David Prentice
Jay Rosenblum
Donald Saff

~My background as an Art Appraiser spans a period of over twentyyears. I have served the Insurance Industry as an Art AppraiserC primarily concerned with the authentication of Art and Art Objects. MyT services are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properlye insure the art. Other areas of my experience include Estate Appraisalwork for many prestigious law firms and evaluations of estates for. banking institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New YorkHartford Isurance Company, New York, New York
Insurance Company of North America, White Plains,
Rhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New
National Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York,
Associated Press, New York, New York
Beekman Family Foundation, New York, New York

New York

York, New York

New York

EXHIBIT Q

N
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We have vi ted each of the artists, terviewed them, and

judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $714,000.

ARTIST DESCRIPT ION

Herb Aach

Richard Anuszkiewicz

I lya Bolotowsky

Nassos Daph nis

Nicholas Rruschenik

Seong Moy

Lowell Nesbitt

Dennis Oppenheim

Color serigraphedition of 2.O 
"Split Infinity"

30 x 42

Acrylic on canvas
4 to 5 colors
untitled
48 x 48

Color lithograph
edition of 150
"Red White Blue"
12 x 24

Color serigraph
edition of .3O .,';
"SSK-80"
30 x 42

Color serigraph
edition of 2 ooc
untitled
38 x 50

Color serigraph
edition of 100
"Tranquility"
22 x 30

Black and white
serigraph
edition of 200
"Grey Iris-80"
30 x 41

Blueprint serigraph
edition 200
"Diamond Cutter's
Wedd ing"
38 x 50

EST IMAT EDUNIT RETAIL
SELLING PRICE

$ 250

9,000

450

350

350

300

400

450

TOTAL

$ 50,000 7 .

9,000

67,500 .r

105,000 '7

70,000 .-

30,000

80,000o 7tf,

90,000 g3



0
'" David Prentice

Jay Rosenbium

Donald Saff

Color serigraphedition of 20f .o
untitled

Color serigraph
"State l,2,3"

three ediZ ions

20 x 41

Hand colored
etch ing
edition of 125
"Trophy for John"
17 x 14

225

350

500

105,000 '. ,p

62,500

-:

GRAND TOTAL: $714,000

-- Respectfully subniitted,

PAUL ZERLER



r ep,
" PAUL ZERLER

May 23, 1980 310 MADISON AVENUE

NEW YORK. N. Y. 10017
Mr. Robert Conway 212.-&-34,o
Vice President
Chemical Bank
140 Broadway
New York, NY 10005

Re: Kennedy for President Art Work

Dear Si r:

We have been retained to render our opinion with respect to
the value of the Works of Art created by the following listed
artists:

Jay Rosenblum Nicholas Kruschenick
Nassos Daphnis Ching Jang Yao
David Prentice Charles Earley
Lowell Nesbitt Peter Lobello
Ilya Bolowtowsky Les Levine

Robert Rauschenberg

My background as an Art Appraiser spans a period of over twenty
years. I have served the Insurance Industry as an Art Appraiser
primarily concerned with the authentication of Art and Art Objects. Myservices are also retained for the purpose of establishing fair marketvalues and replacement values so that insurance carriers may properly
insure the art. Other areas of my experience include Estate Appraisal
work for many prestigious law firms and evaluations of estates forbanking institutions. The nature of my profession, dealing primarily
with insurance companies and banks, requires a very conservative
evaluation.

I provide art consultation and/or appraisals to the following
institutions, among others:

Aetna Life & Casualty Company, New York, New York
Hartford Isurance Company, New York, New York
Insurance Company of North America, White Plains, New York
Rhone Mediterranee Insurance Company, Rome, Italy
General Adjustment Bureau, New York, New York
Chase Manhattan Bank, International Division, New York, New York
National Bank of Florida, Miami, Florida
Marshall Robinson, d/o Ford Foundation, New York, New York
Associated Press, New York, New York
BeeJknan Family Foundation, New York, New York

EXHIBIT R
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ARTIST

Jay Rosenbl um

DESCRIPTION

Lithograph
3 editions of 100
19 x 38
"Solo"

ESTIMATED
UNIT RETAIL

SELLING PRICE

$ 350

TOTAL

$105,000

Nassos Daphnis

I , David Prentice

._ Lowell Nesbitt

r I lya Bolowtowsky

Nicholas Kruschenick

Ching Jang Yao

Charles Earley

Lithographedition of 75
26 x 42
"SSK II 80"

Lithograph
edition of 275
24 x 34 1/2
Untitled

Lithograph
edition of 200
24 x 35
"Tul ip"

Lithograph
edition of 200
15 x 25 1/2
"Scarlet Vertical Elipse"

Serigraph
edition of 275
30 x 42
"Par Avion"

Lithograph
edition of 200
24 x 36
Untitled

Silkscreen
edition of 200
30 x 40
"Cyclone"

450

225

400

33,750

61,875

80,000

450

350

350

275

90,000

86,250

70, 000

50,000

• 0We have visited each of the artists, interviewed them, and
judiciously appraised the art reflected hereon. The values which
we have established for said works is wholly consistent with the
artists' reputation and comparable works currently selling in
leading galleries throughout the United States and abroad.

The total estimated sound value for the accompanying works of
art is $1,081,500.



ART I1ST

Peter Lobello

Robert Mangold

Les Levine

DESCRIPTION
Lithograph
edition of 285
43 x 29
"7 Tiered Spill"

4 editions of 50
22 1/2 x 30
"Rectangle Within

Three Rectangles"

Serigraph
edition of 275

ESTI MATEDUNIT RETAIL
SELLING PRICE

275

550

350

TOTAL
$ 78,375

110,000

86,250

"Tired Earth"

Robert Rauschenberg Serig raphedition of l00(signed) 1,500
edition of 400(unsigned) 200
27 1/2 x 40
Untitled

150,00080,000

$1,081,500

Respectful ly/subm itte d,

PAUL ZERLER /

* 9



I J'", DISTRICT OF COLUMdBIA hNATIONAL BANlK. WASHINGTON
(bUL.A TLRA LNOT£-IIML

LOANNO. %'" "J L  
Wasin, gton. D.C". March 7th, n,___

LorAmounu-TW~o IunrldTd Fortv'-Thousnnd ;ind 00/.0-------------- ....
- --- (n flc'Py anTId * aftr the above dae, for value reeihed, he underigned jointly and avel.l

ploi:n'.c to pay to the order of DISTRICT 01 COLUMBIA NATIONAL BAN1;. WASHINGTON, at isa banknlhousean W ashington, D.C'.. the loan amount muifoui
at Jole, wlithl In1€1€st on the unpaid balance theteof accruing at the rateof - - S',t 11(,v( r e Of NOt t• -*pret(,o*I a annum hum the date hereof until the loan amount is paid in full. an ammcdiatlyl) avidable tunds, provided ahar any payment hereunder shall b applied lint ithe Ipaynwnt uS interest and the balance on accunt of he loan amount. Interest hereon shall be computed on a 360-day or 365-da). basis, in Bank's sole daacretwe

Inteel hereon shall be payable At .Mat u: i t 1 V. "

And to seure the payment of this note - and of any other present or futu:e liability of any natu:c whatsoever of any 01 thc undersined to the holder, whedieal)sulute or conha+ngent du~ct or indirect, due or not duc, secured or unsc-ured, jo.nt..-:vcral or joint and sever.al (heteafltr "any" other liabilitly") - the underlgwlIii ia.hy ulansl. a%,.ia~n pledge€ and deliver h) thc hulde, the following dcu-ril'cd pu,,pcrty and any additons therets, or substitution~s or exchang~es therefo anda3
dss,le,.l , dutribus ions.oupuns, interest, sights and accruals thereon, touLxhcr with the pto~cedt thereof, to wit:
_ 3(N(, Ser i : ll\" Nu;bered I\'vct ii Kennedy? '80 li thograph arit prints titledi

j S il.....s thin" as more na:)ticularly described in a
,u i\ . td te la r ch "' I :J.,_____________________

tlI',rnaftcr "'.ecuntyl"), free of'all other liens and eneumbrani-es, with authority to the holder to use. transfer, and hyputhe=e'ale thecur. 11ity.'Upon die lull pa'me:nt of this note in ac .ordanee' with its terms the holder iu. rturn to the undcr'igned or any of themrr an ciqua qu-.nritr" ot" the s.aid s'curjt)• i) ,.not the s;iitic secunty deposited. The holdcr is hereby+ espressly- empt'isezid at an) time ,.r times herea fter and withtu notice to any'one to surrender cmrteaw all |ior part1 of the security to she undersigned, or ,inyv of Uiem, and to rei€ ,c eollek',. c'uripoflnl. rcn:.. eCterid. %ub uiiure',cshanlg:, 01 otherw~ise dealssj.., to r,'traun I ore'ierccising: any" of thc aforesaid ptw:rs in respctl to, Ih: hc:.urit) s iur labiht)' of any kind uS theP holer~ and t .'ithout in any' umanln
reI 3%in1 the obligations , f any of 1the undersigned to the holder.Whenever this nolt. i'r any other liability mre~ures, whciher by" aec leration in ".s rd',n¢¢ witta the: trm', hlrtt o ot lierwaw, the" Smolderl may thereupon anld at,ai iit. i t' , Ihaer'aftcr sell L.ndtheJ| holder i hchyb) gi+n full and arre'+-uiahk i1,,+er and ult;,,',itv to'llth ssig.n arid de~liver t1h: security ,or any' panhreo1:11
at any" brtkers" l)oard or at pu~ie" or private sale, wiftout nolt-e. ,advtoe~n~ni. or demand tit an. kind to any'tne and w'ilhut prejudii;' Iii any' otler remetdies-,: rid h)) 11hl% iiitui:,enlt orby law, and may apply the pru,.ec'. tit sle, at icr de'dueting all i .asts and e'xpenss thcre~ii naluddnl attorney.' f's, to the payment.,It this note ai.S t~t "--ry) oilh~i liabihity, returing the" overplus, it any, Ito she undteus;¢awd or any' tl the'm. and the holder hereof may purlushae anry of the s:cui~ly at1.i.uc'li sale. lh€c uoders,4gncd heleby' ag~ee to remain jointly and several Ij:tl titkfr. dnd to pay tort.nssat, any dt'ficy remaining unpaid after such aj'plis'raO" '11nes1r th15 not or anyv other liability matures, w hether by a¢cceleration in +'orda nee with Ih€lers ii.ehreaa or otlherwie, any" and "all credits, money, stucks,n, .j5d ,'r tlher s'curity or pro~crty 0f any nature whaltSOever on1 Jeputl with, or i e ld b) . o r in the I',)%.ssion *'f the. ht,Idt., ur in transit to i' fom the holderI by: 'a :irt. j% s"Sl.,ltcrl or oth,,rw'., to thel creditl ot orI f'or the ,.sunt ot iti)" of the undersa,'ncd ma,. at thle option' lls' t holdet anld without nloticto o tr

'-ii ",,1wb at'. ttl in" urtdersi+i~ed, b applied ftthtlh to pa o1 ecr .ul' nt" Of. trh1Iis noic or jl5s othter li.abiliy. The¢ ius th hollder; shall Inlt be affected
'.O '..+t that the hcldlt mayv hase othcr 'ecurity. for the amount due hereon or ton an)' other hiabilit).1. pots tailure to pay any payrsint hereon in full w hen the same .,halt tk',.omc due, or in the event the secturty .shial deprctetil in va+lue so that at beswuncsi am the
.,|'main ol the holdter inadequate tu secure payment of tIs e, or it tI he h",ll.r ,shall in l.',d faith fe~el uisd.I insecure or unals' as a rtcsull of-.l act or vnts Whlichtl'r upon the fIlnanial coundition of the€ undersig~ned or the repayment t'f usc¢ loan amount, or in the cient o1" the insrulvent~y of, or th commission of'an)' act ofbankruptc¢y by,. or death of", any' of the undersijmed, or the appoinmecnt of a rc'..'iser of any proer+t.) sf any of the undersigned by" a bankruptcy' ourtl or otlherco~urt t' c-ompetenlt jurisdiction, the entire iuan amount plus ac¢i'rUed irntcr¢+l :ht-,i ih-ss an)' r-,ynatIhertlofor: imade) and all other obliations of the:uaJtrsigned l- Itarnk,. J..il, at the: option of tIh+ holder, thereupon Inature and hcIeaiorllnit'di-aleiy due and pa)'alhe wiItoufllt'l Ii;e anly 01 ihr urt dersPned ftt I'sereisest' 1 'aid topton. At any' time, mhsether ar case of dcis in the markel value of the security or an) pirt1 tereofor otherwise,,the oldif
nt,. de'mand Ih' titrl, assiysment, pledge, and delivery of aldditillOr !sutstitute securi)" of qu.,lit) and amount satasaetor' Ito the holder, and the (alure ofthe undeiigned so to deliver suchl addiuornaJ or sub~t~tute securty within 24 hours foUossnfl rceipt of actual notice o; d'nland Utcelor by, any, og sth unlerspted,' r "sisu 2 business day)s following the mailing or tlepaphingt of ss.ch notice: to .ns" of the undersafnoed at tl.e addiclte sd tw:,rs., shall c€as.thIis .ole aal, acy.athei hiatdrt to tisature and bee'on:c imnidiatlyl) due and pay'able, In ,addition, failure to pay' an) pa)-mentl eren in full .:.:n t'.C, same %'.,a.' h'con. d.,c liter' tnuei the hildsr to .as..e a late charc of S.OS p<er dollar of p~ayment overdue, and this late c~haage shall be decrrsed to be pamp'r. late," to the€ bolder l. he IIt ea1
handling: overdue, obhizamaons and not a pe'nalty.

EXHIBIT S
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11w undertl~ncd juirnll) and severally (1) hereby apee to aony moditacations of auay of tihe terms or conditions lereot aniu tI,) gu. I .ali p. es!t:.-m sitn

ol pay'n-'nt sir perfsmrmnne 05 any of the term! or conditons of this note; that it shall hot be neaeshv,y ruw the holder€ to Irsl is klaJ ie~nI4Af a, .asd ang Of the
undgrsturncd beforue proceeding apoust any other of the undersig~ned; and that no rele.,se of one or snore of the undeusqpwd .bkee by op;lew of tam st y aaF
a,'a Of the holder shall release an)" odmer of the undersigned; (2) do hereby waive notice of any election, aceeptane, demand. pot e.t, motees ol &'ola.s an aiUst df
d .failt, prc~cntment lur payment. dlligence in coUection. and waive, to Vie eaient permitted by law, all benefit of traluasus, apptlemr.s, atnd sit e emptaof.s
under ta law's of time Dilstrict Of Columbia andlor any other State or territory of the United States, and (3m ape, if that note as plated an the han~ds ad aJn artOerse
for c-ullcliun. to pay, tn adJilion to iaU other sums of money dame, all cost of ccolcecliun arnd seasonable attorneys' feet.

All riiutls and ~edae) of the holderf hereunder are cumulative and not "alternative. Indulg~ence by" the holder with sespest Iii any of she te.-ni &iad £ufljt.,
tiq+iinf ,sant:.lns'J ur tIe ature saf the holderl to esxercise any of its riiJtts hereunder shall not reinsitutle a 'saise themeof, and lthe undersined thai; rent+ ., liable los
*he sarki rcrfonnanv¢ of alt of their underttakings unitl thus note shall be fully paid in accordance w'ith its termS.

• Landcrsigned" as' uw~d herein shall inadiude -,dl makers, endorsers. sureties, guarantors or other persons ese~uting this note whether on the face or on the revers

nercuf.1 ilm inatrunac.nt shdl tb, interpreted in as .ordance¢ with the laws of the Distract of Columbia.
L ,I ,'.almnd. orT if r n :lnd i~ t.. mt n")1,

'':(), 5)(1) on or before April 18, 1980,., 1 l:s i);Ilt.Ce dizc in Illl on or
lhclorL' Mky 9, 19.80.

k'rnnr*Q.\ For Presi,,dent comiittee ]

(Name of Borrower - typed)

, .-., . __V. ; IAd--; mD MuJI.-b£ -- J
12.50 22nd S.teet .l,.

S
a,.-,

(Sug'na ic and Taile Ia f l-aUrg ir+ aa.,'. li.a;t a'-l1

(Sag.natuiC and Title if Uorrower as rct Inaivdual

(Seal)
(Sgnature and latle if Borro'er as) nsA Indawaduaii

_i~e.&J3
,- t a.. Sa i~ap ~~lI "Snt. .j 1 |ka ~r5'C ~ .' rJ.i~l

e~li

iSAN K USE ONLY - Nut pars
u: thw terms of this ta)S:.

Prinmsipal

Interest

Totai tbue

LJat Due

$
$ ,

s

u.D. K.)

O.A $

l..P.

i' L.S _________
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, ; " "''': 1
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1 un~tc: ed a en o ll y and severallyhereb¥y guarantee Payment, waive pecngment, demand,
ptoest and notice of dishonor o1 the within note and
waive the benefits of his and their homebread exemptions
u to the obligations hereof. The undersigned also 

,
acknow.lcdges that they have re~d and agred to be boundby the terms and conditions on the face of this note.

.(Seal)

(Seal)

(Seal)(continuied frci the face of the Note of I~ennedv.(Seal)for President %on jttee to the order of I).,trjct(_Seal) 
(,I (bolumbjza Natijonal 1 .ank, IVa:hingtonj**interest 0.CCr~Uun on !1Q ts flJ)a i ! I J3Ce t heroafo ti a ~t c':,:, ,. to On.... ..'n

anmwui in excess of" the p'ublished t-'ri:IQe rate of Citiba,. "."e Y~a or New York.Cnte n th

interest rate applicabie to the unpaid balance ,,f thi ...o. " shall e. ork. ef f es n the
"s~ed " th sa" "ii~m "ffC " C ch"'" in s-i Prie rate. Said interest shallNZat any/ pa, ent hereuinder shall he applied first to t1-.. p'ay.ient of interest and the balanceon account of th¢. lo: amount,

C,



!tffective Date ' ': July ..29,%

KENNEDY rORj PRESSTPF.\T CO.Y ?IfT.iFE

,Addendtr'.: to Promissory Note dated M]arch 7, 19 SO, bet .c.'en KENMTh. FOR PRESIDE\TCOF.11ITEE and PISTRICT' OF COLUMBIA .N'TION:AL BAN:-., :',A5I!.T0NO.:, in the original
principal anmount of $240,000.00. Tihe rnllowing art .ork ",:ill he held as addi-
tional sc.curitv on the mentioned loan:

1) C..J. Yao"

2) .Jay Rosenhltmi-

::11-1S0 tntitici 23X41 scrigraph; edition of 200,170 pledged, appr~iised at S350.A0 for a totai
value~ of $59,5:)o.oo0.

!"1-1()0 "Solo" 25X11 scrigraiph; l1-SO: '1-100 edi-
tion of 300 (3 states of lilO); anpra-ised at S350.00)
For a total" value of .'9,5up0.00: 20n pledged.

}T-NNIEP.Y FOR PRESIDENTI CQ'!.IITEE

By:744 i



/ ECURITY AGREEMENT dated rl 7, 1980, i
between DISTRICT OF COLUMBIA NATIONAL BANK, .

a District of Columbia banking corporation
(hereinafter called the Bank) and the

KENNEDY FOR PRESIDENT COMMITTEE (hereinafter
called the Borrower).

1. Definitions. (a) "Liability" or "Liabilities" includes
all liabilities (primary, secondary, direct, contingent, sole,
joint or several) due or to become due, or that may be hereafter
contracted or acquired, of Borrower to Bank, (b) "Proceeds" means
whatever is received when Collateral is sold, ochanged, leased,
collected or otherwise disposed of and includes the account
arising when the right to payment is earned under a contract,
Cc) "Security Interest" means a lien or other interest in Collateral
which secures payment of a liability or performance of an obli ga-
tion, Cd) "Collateral" means the following described property in
which the Bank has a Security Interest:

300 serially numbered (1 through 300) Jamie Wyeth
Kennedy '80 Lithographart prints each signed by

- Jamie Wyeth.
N2. Security Interest. As security for the payment of all

~loans now or in the future made hereunder and all other liabilities
of Borrower to Bank, Borrower hereby grants to Bank a Security

oD Interest in the above-described Collateral and all and any Proceeds
arising therefrom.

~Borrower represents and warrants to the Bank that Ca) the
Collateral was especially prepared for the exclusive use of the

C Borrower and (b) Borrower is, and has been from the time of its
~preparation, the sole lawful owner of the Collateral, free and

clear of any liens and encumbrances, and has the right and power
t , to pledge, sell, assign and transfer absolute title thereto to

the Bank and that no financing statement covering the Collateral,
~other than the Bank's, is on file in any public office.

co 3. Use of Collateral. The Collateral will be used primarily
as a peimfor contributions to Borrower. The Collateral will
be stored at the offices of Dr. Ronald Parker at Circle Fine Art,
345 Park Avenue South, 2nd Floor, New York, NY 10010, and released,
in whole or in part by the custodian, Joseph E. Hakim, Suite 3021,
200 Park Avenue, New York, New York, for transfer to a contributor
only upon the presentation of a written release from the Bank.

4. Insurance. Borrower will have and maintain insurance on
the Collateral until this Agreement is terminated against all
expected risks tow hich it is exposed, including fire, theft
and those which the Bank may designate, such insurance to be
payable to Bank and Borrower as their interests may appear; all
policies shall provide for ten (10) days' written minimum cancel-
lation notice to the Bank. Bank may act as attorney for Borrower
in obtaining, adjusting, settling and canceling such insurance.

EXHIBIT T



sl5. Default. Default shall exist hereunder (1) if the
"Borrower shl ail to pay any amount of the Liabilities when

due, (2) if the Borrower shall or shall attempt to (a) remove
or allow removal of the Collateral from the offices of Circle
Fine Art, without a written release of the Collateral, or any part
thereof, from the Bank, (b) sell, encumber or otherwise dispose
of the Collateral or any interest therein without a written release
of the Collateral, or any part thereof, from the Bank, (c) conceal,
hire out or let the Collateral, (d) misuse or abuse the Collateral,
or (e) use or allow the use of. the Collateral in connection with
any undertaking prohibited by law, (3) if bankruptcy or insolvency
proceedings shall be instituted by or against the Borrower, (4) if
the Collateral shall be attached, levied upon, seized in any
legal proceedings, or held by virtue of any lien or distress,
(5) if the Borrower shall make any assignment for the benefit
of creditors, (b) if the Borrower shall fail to pay promptly
all taxes and assessments upon the Collateral or the use thereof,
(7) if the Bank with reasonable cause determines that its interest
in the Collateral be in jeopardy, or (8) if Borrower shall fail
to keep the Collateral suitably insured. In the event of default

i- or the breach of any undertaking of or conditions to be performed
by the Borrower Cl) all liabilities shall become immediately due

N and payable, and (2) the Borrower agrees upon demand to deliver
the Collateral to the Bank, or the Bank may, with or without legal
process, and with or without previous notice or demand for per-

o formance, enter any premises wherein the Collateral may be, and take
possession of the same, together with anything therein; and the Bank

-- may make disposition of the Collateral subject to any and all
._7 applicable provisions of the law. If the Collateral is sold at

public sale, Bank may purchase the Collateral at such sale. The
~Bank, provided it has sent the statutory notice'of default, may

retain from the proceeds of such sale all reasonable costs incurred
~in the said taking and sale and also, all sums then owing by the

Borrower, and any overplus of any such sale shall be paid to the
CBorrower.

rO 6. General Agreements. (a) Borrower agrees to pay the costs
cc of filing financing statements and of conducting searches in

connection with this Agreement. (b) Borrower agrees to allow
the Bank through any of its officers or agents, at all reason-
able times, to examine or inspect any of the Collateral and to
examine, inspect and make extracts from the Borrower's books
and records relating to the Collateral. (c) Borrower will
promptly pay when due all taxes and assessments upon the Collateral
or for its use or operation or upon the proceeds thereof or upon
this Agreement or upon any instrument or instruments evidencing
the liabilities. Cd) At its option, the Bank may discharge
taxes, liens or security interests or other encumbrances at any
time levied or placed on the Collateral, and may pay for the
maintenance and preservation of the Collateral, and the Borrower
agrees to reimburse the Bank on demand for any payment made or any
expense incurred by the Bank pursuant to the foregoing author-
ization, including counsel fees and disbursements incurred or
expended by the Bank in connection w.ith the Agreement Ce) Borrower



hereby authorizes the bank to file the financing statement and
any amendments thereto without the signature of Borrower. Such
authorization is limited to the security interest granted by this
Agreement. (f) The Bank shall not be deemed to have waived any
of its rights hereunder or under any other agreement, instrument
or paper signed by the Borrower unless such waiver is in writing
and signed by the Bank. No delay or omission on the part of the
Bank in exercising any right shall operate as a waiver thereof or
of any other right. A waiver upon any one occasion shall not
be construed as a bar or a waiver of any right or remedy on any
future occasion. All of the rights and remedies of the Bank,
whether evidenced hereby or by any other agreement, instrument
or paper, shall be cumulative and may be exercised singly
or concurrently.

7. Execution by Bank. This Agreement shall take effect
immediately upon execution by the Borrower, and the execution
hereof by the Bank shall not be required as a condition to the
effectiveness of this Agreement. The provision for execution
of this Agreement by the Bank is only for purposes of filing

~this Agreement as a Security Agreement under the Uniform Comnmer-
cial Code, if execution hereof by the Bank is required for

N' purposes of such filing.

(D KENNEDY FOR PRES'IDENT COMMITTEE,

.. B y _ _ _ _ _ _ __
Stephen E. Smith, Chairman

~1250 22nd Street, N.W.
Washington, D.C. 20037

CDISTRICT OF COLUMBIA NATIONAL BANK

1801 K Street, N.W.
Washington, D.C.



G@

k -N JEIY FOR PRESIDET CC! '.1lTEE

Addendui to Security Agreement dated March 7, 1980, between IC4NDY FOR PRESIDENT
C~r.4ITTEE and DISTRICT OF COUJMBIA NATIONA BANk', WCAS(INGTON, for a loan in the
amount of $240,000.00.

Said Security Agreement will be modified as follows:

Paragraph 1, Definitions; section (d): The following art work will be held as
additional security on t'te mentioned loan:

1. C.J. Yao:

2. Jay Rosenbl z:

#11-180 untitled 2SX41 serigraph; edition of 200,170 pledged, appraised at $50.00 for a total
value of $59,500.00.

#1-100 "Solo" 25X44 serigraph; #11-80; #1-100 edi-
tion of 300 (3 states of 100); appraised at $350.00
for a total value of $94,500.00; 270 pledged.

Paragraph #3, Use of Collateral:

The additional collateral will be stored at:

88 Grand StreetNew York, New York

Atrlm: Mtr. John Nichols
Print Ma~ker

1 \NNEI)Y FOR PRBSIDE T CC!. .IrEE

By:/ ___ _ 4w*VL

.o

m

effective Date: July 29,1!i



II

TRUST RECEIPT

Matk Twain- NaticoTrust Receipt for Securities rial.

0
'I

Bank

Apri.1 4, 1980
The undersgned Steve Smith ancd Carol~yn R. ReeAgent for Mark

following described securities hold by said bank as custodian or pledgee, to wlt:

40 Rauschenberg Lithographs..

The above mentioned securities .are received by the undersigned for thep~urpose of secu±T_. loan.

And for that purpose only, end the bank expressly retais all Its rights ascustodian or pledgee of said securitIes. (Said securities or the proceeds ofth~o sale thereof or the Socuretios received In exchange t'erefor, are to besafely kept in trust for said bank and returned to it at its office duringbanking hours on or before texxx~~=vv.,,,vv;~v
or sooner on dem and.) ....... ... . ..... . . . . . m
Any monies collected by the undersigned as such agent upon or for sald
securities shall be immediately transmitted to said bank.
All responsibility for loss of said securities, by theft or otherwise, Is as-
suimed by the undersigned.

Ken~ey. Or President Co.mttee

i3y1..
... .. _" [% . .. I

y ..o~ (0St~ vd Sn~ii~yn.
~ d~2.~,1 ~ ?easurer

Reed "" -
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$ InfOfl.. . .Lnadua ,Misouri. _Aporil 14 , O* J_

On dead s d ifo demand I3 mde. thn on Uw..J1ldv of Otoe_ SI. tle undou!-'wld lend ifmre thanone of them. ehof them jointlycndeveraly) prorlsetopwytothe ordlerof Mark Twin Natilenal flank .
(the "Sank"). at its office in- Laidue * Missouri the sm of

with interest thereon from date payable mcnthlv beginning ... ir aJnnumirate cctuil to
...... per Cent in excess of the from time to time prime per cnnwfi rate of interest of the BaNk for CGday loane to ita tost credit-
worthy responsible commercial and Industrial borrowers (herein caled the "Prime Rats"), which Interest rats shall change as end when
such Prime Rate shall change, but not less than.. -- .Per cent per annum, tuntil the unpaid principal balance shall bea due end payable
(whether a, maturity, on demamnd or otherwise) and thereafter at • rate equal to the greater of (I) 10% per ennum or (itL) "--- per cent
ins excess of the Prime Rate in effect when such balance is due and payable; together with a delinquency charge of fie per cent (6%)
of each Installment iin default for ters or more days. Interest shell be calculated on the basis of a 300dsy year and actuail days. In the
event any of tse undersigned is an individuel, the interest rate both before and after niaturlty or demand shall hot eKCeed te highe st
r&.te nt interest permitted by law. If this Note shall be plced In the hands of cal attorney for colection, the undersigned further p~romise
to pay aHl casts and eprnses of collection, Including ten per cent (10n%) of the sumi of the unpaid principal end all Interest due thereon
as reasonable attorneys' lees, whether or not litigation should be commeflge in aid thereof. The undersigned and all endorr, sureties.
aaommodlation parties, guarantors and other parties hereto wave presentment for payment, demand for payment, protest and notice of
every kind and nature In reference to this Note and agree that the holder, at holder's otption, may extend, renew, or revise payment of
this Note or receive partial payment thereon, release any party hereto, or exercise or release holder's rights with respect to all or part of
the collateral, if any. securing this Note, and that such extension, renewal, revision, partial payment, release, or exercise shall not In any
manner release any of them from the payment hereof or affect the lability of any party hereunder.
Additional terms:

Kennedy for President Commtte

Q tober_ 1. 1980

I, ,

,, .... ..,

carolyn, i;,l- Roed E:(iean ure ..

..... , I
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TRUST RECEIPT

Mark Twain Nationa1 Bank
Trust Receipt for Securities

May 23, 1980

The undersigned Stmve smith and Carolyn LReesaetfrMr
Twain at:ional Bank,_ St. louis , Missouri and nototherwise has received at St.- Lnuis , Missouri from said bank thefol~owing described securities held by said bank as custodian or pledgee, to wit:

J#l81-200 Nesbitt Lithographs titled Tulip, 24 x 35#81- 100 Rosenbium Lithographs titled Solo, 25 x 44#181-200 C.J. Yao Lithographs untitled 29 x 414 #181-200 Levine Lithographs titled Tired Earth, 25 x 38

The above mentioned securities are received by the undersigned for the0) purpose of securty brk~.

And for that purpose only, and the bank expressly retains all its rights asi '. custodian or pledgee of said securities. (Said securities or the proceeds ofthe sale thereof of the securities received in exchange therefore, are to beo: safely kept in trust for said bank xgdmd MH .g
Dooo ooo--__o v and retuneto said Bank on denr.CAny monies collected by the undersigned as such agent upon or for said

securities shall be immediately transmitted to said bank.
PqeO All responsibility for loss of said securities, by theft or otherwise, is as-

sumed by the undersigned.

CL -61 
EXHIBIT V
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EVANS, SKLARZ & EARLY
COUNSELLORS AT LAW

261 BRADLEY STREET ..

P.O. BOX 2062 -'

ROBERT S. EVANS NEW HAVEN, CONNECTICUT 06521 ..
MARK G. SKLARZ -,,
JAMES F EARLY (203) 772-4900 -

FREDERIC M. KLEIN*
PAUL B. WHITMAN
ROBERT L. PEAT

March 24, 1982
•MEMB3ER OF FLORIDA BAR•

•

Federal Election Commission
Washington, D.C. 20463

Attn: Nancy Nathan, Attorney Re: MUR 1393

Dear Attorney Nathan:

This letter is in response to your correspondence to me dated
March 12, 1982 regarding allegations of over-contributions to
the Kennedy for President Campaign in 1980 made by me and my
wife Joyce L. Evans.

Upon receipt of your letter, I telephoned you, and determined
that the amount in question totalled $3,554.00 and that there
appeared to have been an over payment of $2,054.00 based upon
your records. When we both analyzed the information we found
that $1,900.00 had been contributed by Joyce and I in cash con-
tributions and $1,654.00 represented an exempt in kind con-
tribution for a party for the Senator at our home on Saturday
March 22, 1980.

For reasons unknown to me, the Kennedy Campaign in Washington
did not attribute half of my cash contribution to my wife.
Moreover, apparently between a local agent, for fund raising and
the Kennedy Campaign in Washington, D.C. the contribution for
the party was not properly recorded in the records. I am en-
closing a copy of my letter to Robin Krooqman the Kennedy Fund
Raising Coordinator dated April 8, 1980 (a contempary memorandum)
recording the expenditures for the party. I had assumed that
she had forwarded this information to the Kennedy Campaign in
Washington.

In closing, I thank you for your assistance in helping to clarify
the issues. Moreover, I trust that this letter will serve to
establish that Joyce and I made $1,900.00 in cash contributions
and $1,654.00 in exempt in kind contribution for entertainment at
our home on March 22, 1980.

Unless I hear further from you, I assume that this will conclude
the matter.

RSE/em 4rt S. vans



EVASEvANs, SKLARZ, FELDMA & EARLY
A PROFIESSONAL CORPORATION

COUNSE;LLORS AT LAW

2 61 SRAOLE;Y STRE:ET

JACK H1. EVANS
ROBERT S. EVANS
MARK O. SKLARZ
RICHARD C. IrELDMlAN
JAMES U. EARLY
fREDERIC N. KLEIN 4

CATHLEEN MULLIGAN EDWARDS

GERARD F. ESPOSITO

0 gwr o4p~t OPI'OPaDA SLAS

p. a. Box 1675

NEW RAVEN, CONNECTICUT 06507

(20.) 77-4900

April 8, 1980

OF COUNS EL
LOUIS EVANS

ALSERT E. EVANS (IS30-1S7O)

Kennedy'for President189 Asylum Street
Hart ford,. Connecticut

Attention: Robin Kroogrnan

Re: Presidential Campaign for Senator
Edward M4. Kennedy

S Dear Robin: \
The following will confirm certain matters concerning both the

) fund raiser on March 22, 1980 at my home and the personal
S contribution of Joyce and Robert Evans.

_. The fund raiser netted $3,043. Since that time, I have turned
over to you another $125.00 and now have turned over to Marty

-r Dunleavy another $100.00 as per copy of check, a total of
$3,268. $ 500

S Our personal contribution is as follows:

Cash
Caterer - March 22, 1980
Items not purchsed from the
caterer such as paper goods,
rental of dishes, liquor,
food goods and other related
matters

TOTAL

1,200.00

• 454.25

$1,904.25

Sincerely_

- .Evns

RSE/jm

Enclosure
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Federal Election CosassionWashington, D.C. 20463

Attn. Nancy Nathan, Attorney
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COL.TON DOUO'I.ASl S MISHKIN

WRITERSN' DIREtCT DIAL. NtkIWEER(202) 822-5 3,

-o

March 23, 1982

Nancy B. Nathan, Esq.
Federal Election Commission

' 1325 K Street, N.W.
~Washington, D.C. 20463

Re: MUR 1393; District of Columbia National Bank

~Dear Nancy:

11 My client, District of Columbia National Bank,
~has just supplied me with a copy of the Commission's letter

of March 12, 1982 and request for some information. The
~officers responsible for the loan have been and are now

out of the city, so that I am unable to supply you with
the specific information requested at this time. I would

C appreciate a one-week extension of time in order to gather
together the materials and supply the specific answers

? you require.

~Today I spoke to Ken Gross, who indicated that
this should not be a problem unless the Commission's time-
table for resolution of the matter requires an earlier
submission, in which case I will endeavor to comply.

Please let me know if there is any problem with
this brief continuance.

Sine ly yours,

Roy Ni ermayer

P.S. Gail says hello, and misses the hanging table.

RN/ nmn
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o Nancy B. Nathan, Esq.
r Federal Election Conunission

1325 K Street, N.W.
CWashington, D.C. 20463



~FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

March 22, 1982

Gary W. Christian
Graham and James
1050 - 17th Street, N.W.
Washington, D.C. 20036

Re: MURI1393

Dear Gary:

• This letter acknowledges your letter of March 15, 1982,
which requests a week extension of time to respond to the
Commission's questions and to the reason to believe notice.
in the above matter. After consideration of your req~.uest,
this Office grants your request to respond to the "
Commission's questions by April 1 and the reason to believe
notice by April 6, 1982.

We will look forward to your responses.

Sincerely,

Charles R. Steele ,

Generl~sel /

Associate General Counsel



Bank ***__ _ _ _ _ _ _ _ _ _ _

1801 K STREET, N.W. ° WASHINGTON, D.C. 20006 * (202) 833-4500

March 22, 1.982

Federal Eleion C nsion
1325 K Street, '

asington, DC 20463 '

AT"!r-TICR- Nancy B. Nathan, Esqir

RE= .I3R1393 -

Dear Ms. Nathan: .-

Please be advised that the law fir of Naro, l~dmn & Gartlan w
~represent District of Qoltumbia National Bank with regard to the above -
O matter. As our cxomsel, they are autkorized to receive all notifications

and oomwaications fron the Quission. Please direct all such correspondnce
-- to the law fire to Mr. R Niedennayer with copies to Mr. Thoas S. Crndit,

President, District of Coltmbia National Bank.

oSincerely,

~Credit A~inistration

JB/vrc

cc: L xa S. Cbnit
Roy Niedermayer
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BANKS
MAEK TWAIN iUNGSHAE, INC,., ,
8820 Laduo Road
St Louis. Missouri 63124
Telephone: 314-727-1000

March 22, 1982,-,:-<
60

Mr. Frank P. Reicheo ,
Chairman -
Federal Election Commission -

Washington, D.C. 20463

RE : MUR 1393

Dear Chairman Reiche:

I am writing on behalf of Peter Benoist, President of Hark Twain
,'J National Bank, and the bank as its General Counsel, with regard

to your letter to Mr. Benoist of March 12, 1982, which stated
your Commission determined that there is reason to believe our bank
violated the Federal Election Campaign Act of 1971.

O Quite frankly, we are astounded. Such determination seems truly
bizarre.

I will answer below all of the "First Questions" posed to us,
m but not in the exact order listed.

0 First and foremost let me state that to my knowledge, and I have
TF investigated, we were never informed that any prints of the

pledged works did not exist. Quite the contrary, we were informed
C the collateral did exist. Our first knowledge of apparent non-

existence of a par t of the pledged collateral came in your letter.

~.Next, the following is a description of the bank loans, pledged
collateral, and correspondence regarding the two loans of $10,000.00
each made to the Kennedy for President Committee in 1980.

The first loan was dated April 14, 1980, No. 94805-0018, for
$10,000.00, payable October 1, 1980. (Your "First Questions" list
the date of April 6, 1980). See copy of note attached.

The second loan was dated May 23, 1980, No. 94805-00026, for same
amount and same payable date. (Your "First Questions" list the
date of May 28, 1980). See copy of note attached.

Concurrently with the first loan, we requested (copy of request
attached) and received the following documents, copies of which
are attached:



Hr."'Frank P. Reiche
March 22, 1982
Page Two

(a) Appraisal of the Rauschenberg lithographs (Castelli
Graphics appraised for $1,200.00 each).

(b) Campaign counsel's opinion that note and trust receipt
proper; that the collateral is owned by the Committee;
that "the collateral was especially prepared for the exclu-
sivye use of the Committee and its ownership and use does
not violate the Federal election laws (2 U.S.C. Sections
431-455) ."

(c) Counsel's Certification of officers of the Kennedy for
President Committee.

(d) Executed Note, and the Trust Receipt for 40 Rauschenberg
lithographs.

At this time the bank, after confirming with a leading St. Louis
Art Gallery owner and appraiser as to the relative value of the

'} Eauschenberg prints, believed it had collateral valued between 40-50
thousand dollars securing the $10,000.00 loan. Your letter does not

" dispute the "Rauschenberg loan."

Thereafter, on May 23, the second loan for $10,000.00 was made. Thus,
O the bank had $20,000.00 in loans secured by a 40-50 thousand dollar value

in Rauschenberg prints. Nonetheless, the Campaign Committee collaterized
- this loan by the 20 Nesbitt prints, 20 Rosenbiloom prints, 20 C.J. Yao
. prints, and 20 Levine prints. (Copies of trust receipts attached).

c' Accordingly, and as forcefully as a letter will permit me to state it,the "second batch" of prints collateral was never needed as additional
'q collateral to the Rauschenberg prints to justify the $20,000.00 in loans.

Thus, if in fact you are correct that certain prints in the "second batch"
Cdidn't exist, I can only state that "it doesn't matter."

re Nonethdess, to go on, on May 30 and June 16, the Committee made
o reductions in the first loan of $3,000.00 each, requesting release of

one (1) Rauschenberg print from collateral for each $1,000.00 reduction.
(See copies attached).

Thus 34 Rauschenberg prints remained securing a total loan balance
of $14,OOO.00--still more than double the loan balance in collateral
value, without any regard to the "second batch" of prints.

On August 18, 1980, the bank received this $14,000.00 principal balance
payment with request for release of collateral (copy attached).

Again, I am astounded, both personally and on behalf of the bank,
over the claims made against the bank. While the artists of the
second batch are not totally without reputation in the art world,
I personally know of the reputation of Rauschenberg prints, the
reputation of Castelli Graphics and the artists which it publishes,



* ,* 9Mr. 'Frank B. Reiche
March 22, 1982
Page Three

and the reputation of the St. Louis appraiser to which the bank
sought independent verification of the Raus chenb erg print values.
It is clear to me and the bank that the bank was always more than
adequately and sufficiently collaterized for its loans. And, thus
equally clear, that the bank did not violate the Federal Election
Campaign Act.

However, at the same time, I am somewhat perplexed. Based upon your
letter, I am wondering whether I now need to make a determination whether
or not a borrower misrepresented facts to induce a federally insured
financial institution to make a loan in a manner constituting a federal
bank crime, and if so determined, that I am then required under federal
banking law to turn your letter and such determination on our part
over to the FBI and Comptroller of the Currency.

Nonetheless, I trust that the Commission, upon a review of the facts and
the bank's actions in these regards, will notify me shortly that this
matter is concluded.

e Respectfully submitted,

Car .Jr.
Vice President, Secretary and

-"General Counsel

CAW: sc
cEncs.

cc: Mr. Peter Benoist, President

Subscribed and sworn to before me this fday of March, 1982.

Notary Public .

DANA 1. VOUGA
NOTARY PUBLIC. STAEt OF MISSOURI

ST. LOUIS COUNTY
MY COMMISSION EXPIRES APRIL 20. 1985
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Oncdemand, and fno demandIs madea, then sthe_..-.--~idayoLf October. ,IIL... .the udersgd fee(d if
mortmn oneof them, eachof shemnisntly edieveraily) promlstopaytotheorderof MakTwvein- Nations1 3. nk
(she "Bank'). at it* office in. Ladue , Missouri, the sum of

5
y 'rhn. ii tr RntA No/TOO m------ .......... immin-,-- . -(~ S 10.0. 0 O OL...0Iru

with interest thereon from date payable flttnthl~ begnning Julne 1. .9 80 a per annum rat. equal t
.iL2.per cent n excess of th from time to time prime per ennusl rate of interest of the Sank for S dy loans to its most aedit-
worthy responsible commercial and industrial borrowers (hrein clled the "mPrime Rael, which interest rtre shall change as and wlsen
such Prime Rate shall change, but not less than -- per cent per annum, until the unpaid principal balance shall be due and payable
(whether at matwlity, on demand or otherwise) and thereafter at a rats equal to the greater of (i) 10% per annum or (I|. -- pe a ont

Sin excss of tiw Prime Rate in effect when such balance is due and payable; together with a delinqluerncy chargle of five per Cent (b6%)
Sof each installment in default for ten or more days. nterest shell be clculatedl on tihe basis of a 3$0da year an actal das Inth

event any of he undersigned is an individual, the interest rate both before and after maturity or demand shall not exceed the highest
rate of interest perm~ittud by law. If this Note shall be placed in the hands of an attorney for c:ollection, the undersdgned further pxrmle
to pay alt wosts and eupesssesof collection, includingl ten per cent (10%) of the sum of the unpaid principal and all interest due thereon
as reasonal:e attorneys' fees. w ether or not Itigation should be commenced in aid therof. The undersigned and ll endorsert, sureties,
accomnmodation parties, guaranors and other parties hereto waive presentment for payment, demand for payment protest and notioe of
every kind and nature In reference to this Note and agree that the holder, at holder's option. may extend, renew, or revise payment of
this Nose or receive partial payment thereon, rellease any party hereto, or exercise or release holder's rights with respect to all or part of
the collaeral, if any, securing th~s Note, and that such extension, renewal, revision, partial payment, release, or exercise shall not in any
;nmaner release any of them from tlie payment hereof or affect the lalkyi of any party hereunder. - -

*r-, oaltems ennedy r: President Comm~ttee i "

_a __October 1, 1980 .. Y a.~ ' '.-" :

Caro ynw ,~ w .. e.....
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s 10,000.00 L.lue] , Missouri. May 23, 19g 80..

On demand, and if no demand is made, then on the_._ift, day o ,19...80 ,...... the undersigned (and if
more than one of them, each of them jointly and severally) promise to pay to the order of Mark Twain Na! ~ nna1 l~i*
(the "Bank"). at its office in T~rl , Missouri. the sum of.

Te N /10-- ---.....- -- -.. ($;10,000.00) Dollar.
with interest thereon from date payable at n',aturitV ~O at a per annum rate equal to
...1 /2. per cent in excess of the from time to time prime per annum rate of interest of the Bank for 90-day loans to its most credit-
worthy responsible commercial and industrial borrowers (herein called the "Prime Rate"), which interest rate shall change as and when
such Prime Rate shall change, but not less than "- per cent per annum, until the unpaid principal balance shall be due and payable
(whether at maturity, on demand or otherwise) and thereafter at a rate equal to the greater of (i) 10% per annum or (ii)--- per cent
in excess of the Prime Rate in effect when such balance is due and payable; together with a delinquency charge of five per cent (5%)
of each installment in default for ten or more days. Interest shall be calculated on the basis of a 360-day year and actual days. In the
event any of the undersigned is an individual, the interest rate both before and after maturity or demand shall not exceed the highest
rate of interest permitted by law,_If this Note shall be placed in the hands of an attorney for collection, the undersigned further promise..
to'pay all costs and expenses of collection, including ten per cent (10%) of the sum of the unpaid principal and all interest due thereon
as "leasonable attorneys' fees, whether or not litigation should be commenced in aid thereof. The undersigned and all endorsers, sureties.
accomm~dation parties, guarantors and other parties hereto waive presentment for payment, demand for payment, protest and notice of
every krnd'and nature in reference to this Note and agree that the holder, at holder's option, may extend, renew, or revise payment of
this Note'br'receive partial payment thereon, release any party hereto, or exercise or release holder's rights with respect to all or part of
Tecollateral; if any, securing this Note, and that such extension, renewal, revision, partial payment, release, or exercise shall not in any
• anner release any of them from the payment hereof or affect the liability of any party hereunder.

Additional terms:

Due ()te 1, 1980 Kennedy for President Carmittee

-ashirqtan, D.C. 20037 44' ~By: .te :ito' ma " - o._

c --o ; -A i i n a ) ~ B y : - y -R

• " ... .. .. ,. .-.- .-. /W ..:.

" " .' " ' ".. ." " - : " " ' ' 'C.. " '- : :""" " " '-" ' ': ' " ' ' ; - ': "": .'7/ $' ., ; " ' ,: ;.i :j .--; : ..' ' , " " "" " .. " < -"7- '
.-..., .-.. ......... -. .................. ......: ... : ..... .- -.-: ...: .> ' /- -
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MARK TWAIN NATIONAL BANK 'r ,,.
8822 Ladue Road ,- ,7
St. Lou,. Missouri 63124 L,
Telephone: 314,727-t000} _

2 '

.KI

April 14, 1980

Kennedy for President CommitteeMr. Steve Smith, Chairman
Ms. Carolyn R. Reed, Treasurer

Attached please find note for Ten Thousand Dollars ($10,000)and a Trust Receipt for forty (40) Rauschenberg Lithographs.
Please execute these documents and return by Air Express
along with an appraisal of the lithographs and a properly
executed Borrowing Resolution authorizing the execution
of the enclosed Ten Thousand Dollar note.

F
James F. O'Donnell
Vice President

(~A~L~



March 12, 1980

Miles 1. Rubln
375 Park Avenue
New York, N.Y. 10022

For insurance purposes;

ROBERT RAUSCHENBERG: After Homage to Picasso, 1973-80i i thograph/monotype
30 x 22 inches
Ed. 45 Untitled Press $1200.00

Robert Monk
Graphics Director

;,q l ['tLI L;lit', ujiul,-



KENNEWV FOR PRESIDENT
April 15, 1980

Mark Twain National Bank
3322 LaRue Road
St. Louis, Missouri 63124

Attention of James F. O'Donnell, Vice President

Dear Sirs :

In connection with a loan being made by you to the Kennedy for
President Committee (the "Comittee"), pursuant to a Trust Receipt
between the Comittee and you and to be evidenced by a deiand
promissory note payable by the Comittee to your order, I have
reviewed such necessary documents and certificates as in my opinion
are required in connection with the foregoing opinion and am pleased
to confirm that it is my opinion that:

( (1) the Committee has been duly and validly established
and is on the date hereof in full compliance with 2 U.S.C.

4) 8433;

O (2) a Treasurer of the Comittee has been appointed in
.- accordance with the requirements of 2 U.S.C. 8432;

r (3) a statement has been filed by the Comnittee with
the Commission (as such term is defined in 2 U.S.C. 1431);

0
. (4) the Comittee is, and has been from the time of its

preparation, the sole lawful owner of the Collateral (as
O such term is defined in the Trust Receipt), free and clear

of any liens and encumbrances, and has the right and power
~to pledge, sell, assign and transfer absolute title thereto

to you and that no financing statement covering the collateral
cO is on file in any public office; and

(5) the Collateral w'as especially prepared for the exclusive
use of the Committee and its ownership and use does not
violate the Federal election laws (2 U.S.C. 88431-455).

The Trust Receipt and the note have been duly authorized and
executed on behalf of the Committee and constitute respectively legal,
valid and binding obligations of the Commnittee.

Sincerely ,

William C. d~aker
Campaign Counsel

1250 22ND STREET N.W. WASHINGTON D.C. 20037 TELEPHONE: (202) 861-6000

A copy of our report is filed with the Fedleral Election Commission
andl is available for purchase from the Federal Election Commission, Washington, D.C.



CLRTIFICATION OF OFFICERS

April 15, 1980

I, the undersigned, DO HEREBY CERTIFY to Mark Twain National

Bank, St. Louis, Missouri, that the Present Officers of Kennedy

for President Conmnittee duly elected to hold office until their

respective successors are chosen, and empoered to act for and on

behalf of this Conmnittee in any of its business with the said

Bank within the authority prescribed in the resolutions heretofore

certified to the said Bank, are

NAME TITLE

Stephen E. Smith Chairman

William C. Oldaker Counsel

Carolyn A. Reed Treasurer

In Witness Whereof, I have hereunto set niy hand as Counsel

and signed this 15th day. of April, 1980.

Willim C. taker, Counsell illimn C.



TRUST RECEIPT

Mark Twain Natlo
Trust Receipt for Securities

real.. , ank

April 14 l tSO0
The undersdonad Steve SmiLth and Carolyn R. R
Twain Nt nal Bank Bk, St. Louis .Missouri and not
otherwise has received at S.Louis , Misouri from said bank the
following described securities held by said bank as custodian or pledgee, to wit:

40 Rauschenberg Lithographs

The above mentioned securities are received by the undersigned for the
purpose of secur ng oan.. ..

And for that purpose only, and the bank expressly retains all its rlits aU
custodian or pledgee of said securities. (Said securities or the proceeds of

• tho sale thereof or the securities received In exchange therefor, are to be
safely kept In trust for said bank and returned to It at Its office during
banking hours on or before the 9M.c.., .,,g.,_..,..i, ag.g.
or sooner on demand.)

Any monies collected by the undersigned as such agent upon or for said
securities shall be immediately transmitted to said bank.

All responsibility for loss of said securities, by theft or otherwi, Is as,
sumed by the undersigned.

Kennedy~ i~or President ~o.wn.tttee
BY:

St~vdSthCryn.
r~

r AUTHO RIZEDi $iGNATUREl.1ames F. O'Donnell, Vice PreIsident
Fonk's use onl ,- _

...... Loon offce's oK

Handled for____________ _____ _____

Loan Seivice Dept. Vault auditor Vaut custodian

i . .9I _ , , 19 19

S
$
'1

CL -61

F O OR AT|ON NA I
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TRUST RECEIPT NE
Mark Twain National
Trust Receipt for Securities Bank

May 23, 1980

The undersigned Steve Smith and Carolyn R. Reed as agent for MarkTwain Natinal Bank, St. Louis , Missouri and not
otherwise has received at St. Louis , Missouri from said bank the
following described securities held by said bank as custodian or pledgee, to wit:

#181-200 Nesbitt Lithographs titled Tulip, 24 x 35
#81- 100 Rosenblumn Lithographs titled Solo, 25 x 44
#181-200 C.J. Yao Lithographs untitled 29 x 41
*181-200 Levine Lithographs titled Tired Earth, 25 x 38

The above mentioned securities are received by the undersigned for thepurpose of securing loan.

And for that purpose only, and the bank expressly retains all its rights as
custodian or pledgee of said securities. (Said securities or the proceeds of
the sale thereof of the securities received in exchange therefore, are to be
safely kept in trust for said bank "

and returnedto said Bank on demand. -

Any monies collected by the undersigned as such agent upon or for said
securities shall be immediately transmitted to said bank.

All responsibility for loss of said securities, by theft or otherwise, is as-
sumed by the undersigned.

Kennedy for Pre sid Ccnittee

Q~imnTreasurer

CL-61 373/76
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30 May 1980

Mr. James F. O'Donrnell
Vice President
Mark Twain National Bank
3322 LaRue Road
St. Louis, Missouri 63124 RE: Loan #0094805-00018

Dear Mr. O'Donnell:

Enclosed is our check in the amount of $3,000.00 to reduce our outstanding

loan balance. We would appreciate your executing the enclosed copy of

this letter, acknowledging receipt and releasing as collateral three

of the Rauschenberg prints pledged to secure our loan.

Very truly yours,

KEEY FOR PRES IDENT COMM(ITTEE 

Lois M. Spadafo "a

Release of loan collateral
desc 4i'=tabeqe approved

By:

A copy o! our re~~rl ,S tiec wtl' m1e Feoera= Etectaor' Commission anc is ava, aole for purchase from tme Pecera Elechron Commassron. Wasfrngton. D C. 20463

.)

C

o3

1250 22nd Street N.W.
Washington, D.C. 20037
202-861-6000



MARK TWAIN NATIONAL BANK

,a:;,. L,c knI

it, :lriono': i:14 ,;"7.1c:

June 16, 1980

Lois M. Spadafora
Kennedy For President Conunittee
1250 22nd Street N.W.
Washington, D.C. 20037

Dear Ms. Spadafora:

Enclosed please find a receipt for your check In the amount
of $3,000.00 which has been applied to loan account 194805/1-8

L' to reduce the outstanding principal balance. Also enclosed Is
a collateral release pledge which requires, the proper signature

%- in order to release three of the lithographs held as collateral.
Please complete the form and return It to me In the envelope

o provided and we will issue a copy of the release for paur records.

- Thank you for your co-operation In this matter. If you have
%. any questions or problems regarding this procedure, please call.

o: Sincerely,

o Jill(I/"kuvalIl
, Note1/Teller



O " "8
~1250 22rid Street N.W.

Washington, D.C. 20037
202.86140ooo

18 August 1980

Peter F. Benoist, President
Mark Twain National Bank
3322 LaRue Road
St. Louis, Missouri 63124

Dear Mr. Benoist:

En~losed are two checks in full payment of our two loans,
as follows :

Loan No. 009480 5-00018 $4,000.00 Balance due

rLoan No. 0094805-00026 $10,000.00 Payment in full

o We will appreciate your acknowledging receipt of these
payments and executing the appropriate collateral release

- forms.

r We also understand that you will send an interest notice
oD upon receipt of the principal payments.

" Very truly yours,

o ENEYFOR PRESIDENT COMMITTEE

Lois M. Sp oa

• ,r

A copy of our report is filed with the Federal Election Commission and is available for purchase from trie Federal Election Commission. Washington, D.C. 20463



SATE mmm• K II PTImw AMOUNT

-. 8-7-80 Loan repayment § 00-03-75.. 4,000.00

" Balance of Loan #94805-00018

.- ". _ '.

"- i- -. .. .

w ... .- DEL XE....R WV- -U +- - - ..... -. "

DAT.*--. . "PIO AMUN

-, 81-8 oan.. Repayx" ient .. ... 0003750,0.00 --
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CERTIFIED MAILRETURN RECEIPT REQUESTED

Mr. Frank P. ReicheChairman
Federal Election Commission
1325 K Street NW
5th Floor
_Washington, D.C. 20463

MANlK TWAIN liANCliMANElli INC.

P15 uJ ' .i' 3
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GRAHAM & JAMES ++:
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March 15, 1982 --

Kenneth A. Gross, Esquire
Associate General Counsel .
Federal Election Commission I-

" 1325 K Street, N.W. -
Washington, D.C. 20463

,. Re: MU R 1393

Dear Ken :

I am writing in reference to the Commission's reason to
~believe notice to the Kennedy for President Committee in the
- above referenced matter.

~Bill Oldaker is currently on vacation in Colorado. It is
therefore not possible for us to draft a response to the Corn-

~mission's notice until he returns. Accordingly, without objec-
tion, we will respond to the Commission's questions within ten

DO days from Monday, March 22 (i.e., by April 1) and to the RTB
~notice within 15 days from the same date (i.e., by April 6).

In light of the fact that the information on which the
finding is based has been in the Commission's hands for at
least four months, we trust a one week delay will not cause
any inconvenience. Please advise me if you have any objections.

Sincerely,

Gary I.hrstian

GWG: kb
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* FEDERAL ELECTION COMMISSION

*IUILY) WASHINGTON. DC. 20463

March 12, 1982

ChemicalBank of New York
Norborne Berkeley, Jr., President
277 Park Avenue
New York, New York 10017

RE: MUR 1393

Dear Mr. Berkeley:

On March 11 , 1982, the Federal Election Commission
determined that there is reason to believe that your bank
violated 2 U.S.C. S 441a, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). 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. Additionally, please
submit answers to the enclosed questions within ten days of your
receipt of this letter. (Statements should be submitted under
oath.)

In the absence of any additional information which
demonstrates that no further action should be taken against you,
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 a
violation has occurred. See 11 C.F.R. S 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.

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.



Letter to Norborne Berkeleye
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

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



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
• STAFF MEMBER(S) & TEL. NO.

Respondent Chemical Bank of Nancy Nathan
New York (202) 523-4073

SUMMARY OF ALLEGATIONS

The Commission's audit of the Kennedy for President

Committee ("the Committee") revealed that respondent Chemical

Bank accepted apparently insufficient collateral pledged *for two

bank loans obtained by the Kennedy for President Committee ("the

Committee"), indicating possible violations of 2 U.S.C. S 441b(a)

for failure to comply with 2 U.S.C. S 431(8) (vii) (II) and

thereby making contributions rather than loans.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S l00.8(a)(12). There is a question whether the Committee
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obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

The auditors noted the following facts indicating possible

S 441b(a) violations:

a. An examination of Committee records revealed no

evidence that works listed in the fundraising brochure,

or August 13, 1981 inventory of artwork on hand,

actually had been printed.

b. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 265 Krushenick

serigraph prints pledged as partial collateral for a

$540,000 Chemical Bank of New York loan dated May 2,

1980. Further, the representative revealed that an

original work by Anuszkiewicz valued at $9,000, which
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Chemical Bank documents show as collateral for an

April 23, 1980 loan of $210,000, was not in the

Committee's possession when pledged. It was not clear

to the auditor who spoke with Ms. Rosskam whether the

legal rights to the Anuszkiewicz work were held by the

Committee at that time, but physical possession had not

yet been transferred.

c. Some descriptions of works donated to the.

Committee by artists vary, sometimes substantially,

...... from descriptions of works by the same artists that

-- were listed on loan documents. Statements by

" Ms. Rosskam to the auditors asserted, however, that

o where discrepancies appeared because of variations in

descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

~described differently in the Committee brochure and

o inventory).

9 Because these facts indicate possibly deficient

oD collateralization of loans referred following the audit, it is

recommended that the Commission find reason to believe Chemical

Bank of New York violated 2 U.S.C. S 441b(a).

RECOMMENDATION

1. Find reason to believe the Chemical Bank of New York
violated 2 U.S.C. S 441b(a) by making loans to the Kennedy
for President Committee that were not in compliance with the
requirementsof 2 U.S.C. S 431(8) (vii) (II).



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 1393

Kennedy for President Committee )

FIRST QUESTIONS

To: Chemical Bank of New York
Norborne Berkeley, Jr., President
277 Park Avenue
New York, New York

The Federal Election Commission requests that you, as an

officer of the Chemical Bank, or your authorized agent having

knowledge of the information sought herein, submit in writing,

under oath, within ten days, responses to the following questions,

related to the following loans obtained by the Kennedy for

President Committee:

Amount of Loan Date

1. $210,000 4/22/80

2. $540,000 5/2/80

1. Relate the description of collateral in the form of ar

works given to the Bank by representatives of the Kennedy for

President Committee in applying for the loans.

2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?
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4. Please supply any writings between the CommiJttee or its

representatives and the Bank concerning the collateral pledged for

the loans.



/v \ FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20463

Marc 12,1982

The Honorable Edward M. Kennedy
United States Senate
Washington, D.C. 20515

RE: MUR 1393

Dear Senator Kennedy:

On March 11 , 1982, the Federal Election Commission
determined that there is reason to believe that the Kennedy for
President Committee violated 2 U.S.C. SS 434(b) (1), 434(b)}(2),
432(c) (1), 441a(f) and 441b(a), provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"). 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, the Committee has an opportunity to
demonstrate that no action should be taken against it. 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 the
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 reason to believe.
See 11 C.F.R. S 111.18(d).

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.



Letter to Senator Edward M. Kennedy
Page 2

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 Nancy B.
Nathan, the. attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

Enclosures
General Counsel's Factual and Legal Analysis

-- Procedures
~Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER (S) & TEL NO.

Respondent Kennedy for President Nancy Nathan
Committee (202) 523-4073

SOURCE OF MUR: I NT E RN AL LY GE NE RA TE D

• SUMMARY OF ALLEGATIONS

The three matters referred to the Office of General Counsel

are:

1) unreported receipts and receipts for which the

Committee has been unable to provide adequate documentation of

sdurce or receipt, indicating possible violations of 2 U.S.C.

SS 434(b) (1), (2), and (4) and 432(c) (1) and (2);

2) apparently insufficient collateral pledged for five

bank loans obtained by the Committee, indicating possible

violations of 2 U.S.C. S 441b(a) by the banks for failure to

comply with U.S.C. S 431(8) (vii) (II) and thereby making

contributions rather than loans, and a violation of 2 U.S.C. S

441b(a) by the Committee, for knowingly accepting those illegal

contributions; and,

3) apparent violations of S 441a individual

contribution limits by Committee contributors and of S 441a(f) by

the Committee, for its acceptance of those excessive

contributions.
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FACTUAL AND LEGAL ANALYSIS

I. Unreported Receipts

According to the Final Audit Report, the Committee failed to

report receipts totaling $17,500.49.l/ Furthermore, the Final

Audit Report indicates that the Committee failed to keep an

account of $14,583.57.2/ The reporting and recordkeeping

omissions stemmed from certain Committee deposits in state and

scheduling accounts. The state accounts were apparently

maintained for overhead expenses of state offices, and the"

scheduling accounts were maintained for the expenses of specific

scheduled events. The audit revealed that $52,602..79 worth of

receipts deposited in state and scheduling accounts had not been

transferred from the Committee's national accounts.

It is recommended that the Commission find reason to believe

the Committee violated 2 U.S.C. S 434(b) (1) and (2) for its

continued failure to report receipts of $17,500.49 in its cash-

on-hand or total receipts figures. It is further recommended

that the Commission find reason to believe the Committee violated

2 U.S.C. S 432(c) (1) for its failure to keep an account of

1/ The auditors reached this conclusion after analyzing the
documentation provided by the Committee in response to the
Interim Audit Report.

2/ The Interim Audit Report requested documentation for receipts
totalling $52,602.79. Legible documentation was submitted for
$38,019.22 in receipts, leaving $14,583.57 undocumented. The
auditors include in the amount undocumented $9,249.50 for which
illegible copies of checks and lists of receipts were submitted.
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$14,583.57 worth of apparent contributions. 2a/

II. Improper Pledges of Collateral for Bank Loans

The Interim Audit Report recommended that the Committee file

amended Schedules C-P disclosing details, including collateral,

for twelve of the total twenty-four loans obtained by the

Committee. The auditors noted, following the Committee's

submission of amended schedules, that the documents on five of

the loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on five loan documents. For three of the five loans

referred, description of the collateral appearing on the amended

schedules did not agree with the corresponding bank documents'

descriptions; for the other two loans, no documentation was

provided by the Committee. It appeared that, at least for some

of those loans, the art in question may not physically have

existed at the time pledged.

2_a/ The amounts referred to in the final audit report, which form
the basis for the recommendations under Part I, do not include
amounts for which similar findings of reporting and record-
keeping violations were found in MUR 1370.
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In pertinent part, the Act defines loans that are exempt
from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.s.c. S 431(8) (vii) (II); 11 C.F.R.

S 100.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy .the

requirements of S 431(8)(vii)(II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans could be deemed contributions by the banks to the

Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting

the banks' contributions that were violative of that provision of

the Act.

The auditors noted the following facts indicating the

possible S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document at the

District of Columbia National Bank, with an effective date of

July 29, 1980, and also pledged for a $10,000 loan from the Mark

Twain Bank of St. Louis, dated May 28, 1980, the Committee has

said the C.J. Yao prints did not exist at the time the loan was

secured. (See Attachment 1, items 3 and 5b). The addendum

recited where the additional security it listed would be stored.
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It remains to be determined whether the "additional security" was

needed before the loan was made, or whether in fact the

collateral listed on the original loan document was sufficient.

b. An examination of Committee records revealed no

indication that works listed in the fund-raising brochure, or

August 13, 1981 inventory of artwork on hand, actually had been

printed.

c. Statements by an employee of the Committee's counsel,

Joann Rosskam, made to auditors on November 7, 1981, confirmed

that certain other pledged works never have been printed. They

include: 265 Krushenick serigraph prints pledged as partial

collateral for a $540,000 Chemical Bank of New York loan dated

May 2, 1980 (Attachment 1, item #2); 270 Rosenblum serigraph

prints ("Solo") pledged as partial collateral on the addendum for

the $240,000 District of Columbia National Bank loan (Attachment

1, item *3) for which the also-unprinted C.J. Yao works also

served as collateral (see subsection a, supra); 20 prints of the

same Rosenblum series ("Solo") pledged for a $10,000 Mark Twain

Bank of St. Louis loan dated May 28, 1980. (Attachment 1, item

#5a). Additionally, that Committee representative confirmed the

auditors' conclusion that the C.J. Yao works never have been

printed (see subsection a, supra). Further, the representative

revealed that an original work by Anuszkiewicz, valued at $9,000,

which Chemical Bank documents show as collateral for an April 23,

1980 loan of $210,000 (Attachment 1, item #1), was not in the
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Committee's possession when pledged. It was not clear to the

auditor who spoke with Ms. Rosskam whether the legal rights to

the Anuszkciewicz work were held by the Committee at that time,

but physical possession had not yet been transferred.

d. Some descriptions of works donated to the Committee by

artists vary, sometimes substantially, from descriptions of works

by the same artists that were listed on loan documents. That is

demonstrated by Attachment 1. Statements by Ms. Rosskam to the

auditors asserted, however, that where discrepancies appeared

because of variations in descriptions, those were insignificant

(i.e., that the bank documents' listings were for the same works

described differently in the Committee brochure and inventory).

It also should be noted that no works by C.J. Yao were listed in

the Committee inventory or brochure; the Committee admits those

works do not exist. (See subsection a, supra).

Because these facts indicate possibly deficient collaterali-

zation of the five loans referred following the audit, and because the

facts indicate that the Kennedy for President Committee may have known

that the loans by the above-named banks were obtained with

insufficient collateralization, it is recommended that the Commission

find reason to believe the Committee violated 2 U.S.C. S 441b(a).
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III. Individual Excessive Contributions

The Interim Audit Report found that as many as 269 individuals

had contributed in excess of $1,000 to the Committee for an excessive

aggregate of $121,468.83. The Committee's response to the Interim

Audit Report provided evidence that many of the apparent excessive

contributions were due to computer errors, insufficient funds checks,

or improper attributions by the Committee. The Audit Division has

reviewed the Committee's response as well as subsequent information

provided by the Committee. It now appears that 182 contributors

exceeded the $1,000 limit and did not receive a refund or

reattribute the contribution within 30 days, and did not receive

a refund or reattribute their contributions until after the field

audit was concluded. (See Attachment 2).1/ The total amount of

excessive contributions from these individuals was $75,092.!!

3/ In previous MURs dealing with excessive contribution receipts by
the 1980 presidential campaigns, the Commission has proceeded against
the committee involved for accepting excessive contribuions only with
regard to the excessive contributions not shown to have been refunded
or reattributed within 30 days. See 11 C.F.R. S 103.3(b) (2).

4/ At the time of the referral of this matter to the Office of
General Counsel, the Committee had yet to give adequate evidence of a
refund or attribution for 122 contributors representing an aggregate
excessive amount of $48,817. As of October 6, 1981, only 11
contributions had not been shown to have been corrected. It must be
observed, however, that these efforts to correct the violations have
come about as a result of the audit process and are occurring many
months after the excessive amounts were received.
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It is recommended that the Commission find reason to believe that the

Kennedy for President Committee violated 2 U.S.C. S 441a(f) in

knowingly, accepting contributions from 182 individuals totalling

$75,092..

RECOMMENDATIONS

1. Find reason to believe the Kennedy for President Committee

violated 2 U.S.C. S 434(b) (1) and (2) in failing to include all

receipts in its reports to the Commission.

2. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 432(c) (1) in failing to accurately keep

account of all contributions received.

3. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441b(a) in knowingly accepting

certain bank loans violative of 2 U.S.C. S 441b(a).

4. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441a(f) in accepting contributions

that exceeded the individual contributors' limits under 2 U.S.C.

S 441a.
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* Date of
Loan

* (liaical Bn
of New York

* Chemical Dn
of New York

District of Colwibia
National Bank,

4/22/80

5/2/80

3/7/80

Ant of
loan

$210,000

$540,000

$240,000

Dacrption on loan Docts

Title

1 acrylic

70
265

serigraphserigraph

170 serigraph(111-180)
270 serigraph

(11-100, 111-80,
11-100 of edition 300)

untitled

SSKII 80

Par Avion

untitled

Solo

Artist

Atnuszkiewicz

Daphnis
Krushenick

Yao

JRosenbluw

Mark N ain Bank,St. JLouls, M 4/6/80 $10,000 40 Lithograph Rausdenerg

M~ Nain Bank 5/28/80 $10,000 20
(181-100)

20
(1181-200)

20
(1181-200)

Litogaph

Lithograph

Solo

untitled

Tulip

Rosenbltum

Yao

Nesbitt

V,' /O I Of 0 0 £.

Value

$9,000 -



"Commuittee Description(Inventory or Brochure)

No.

Edition 198

Edition 235
Edition 300

Edition 3O0
(3 states of
100 each)

Edition 45

Edition 100

Edition 30
(3 states of
100 each)

Edition 200

serigraph

serigrapih
serigraph

serigraph

serigraph

photographs

serigraph

serigraph

Centered Square

SSK 80
untitled

Sail

After llomageto Picasso

Sail

Tulip

Anuszkiewicz

Daphnis
Krushenick

1oserbluu

Rausdhenberg

Rauschenberg

Rosenbluu

Nesbitt.

Title Artist

S

0

3 ; .. 1, 0 I 0 17 0



ttachment 1.

Contributor

Wallace "
Albertson

(Mr.) Avis
Anagnos

John M.
Anderson

Donald E.
Axinn

William G.
Barry

Mary Ann
Beeneche

Roger
Berlind

Floyd Bloss

William J.
Boland

Morton
Downey

James
Drilias

Ed
Edmundson

Neil Ellis

Anna Eshoo

Kennedy For PresidentExcessive Contributions

Elect ion-To
Date Total

$1,030

1,850

1,250 "

1,060

1,750

1,050

1,200

1,050

1,500

1,750

1,100

1,025

1,500

1,150

Date ofExcessive(s) 1/ Disposition 2/

excess refunded
6/27/80 6/23/81

4/16/80

10/9/80

12/19/79

3/30/80

3/3/80

7/21/80

4/110/80

7/30/80

2/11/80

3/18/8o0

8/20/80

3/24/80

8/18/80

"attribution"

"attribution"

"attribution"

"attr ibut ion":

"attribution"

"attribution"

"attribution"

excess to charity
9/28/81

excess refunded
6/19/81

excess to charity
9/28/81

"attribution"

"attr ibut ion"

"attribution"

/ "if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.



Kennedy For PresidentExcessive Contributions

Contributor

Robert S.

Evans

Louis
Farima

*Bill Farley

Christina
Faro

3. E.
SFernandes

I orma Filner

Barry Finkel
0

Mrs. Randolph
"- Fiore

James
€- Flanagan

Mrs. A. G.

cD Fordyce

ro John Frank

Charles
Frazier, Jr.

Election-ToDate Total

$3,554

1,100

1,850

1,500

1,550

2,000

1,250

1,500

1,200

1,100

1,250

1,140

Date ofExcessive (s)

4/4/80

3/6/80

2/21/80

2/25/80

3/10/80

2/15/80

3/19/80

2/22/80

3/14/80

6/6/80

2/12/80

3/13/80

Disposition2/L
500 "attribution"
2,054 to charity
12/18/81 .

excess refunded
6/8/82.

"attribution"

excess refunded

6/8/81

"attribution"

"attribution"

"attribution"

"attribution"

"attribution" .

"attribution"

"attribution"

"attribution"

I/j if more than one excessive contribution made, date isdate of first excessive (portion).
2/ see cover memo regarding attributions and the absence

dates of disposition.
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Contributor

Dominic "
Frontiere

Vincent Gallo

James"
Garrity

John Geary

Thomas Geary

David
Ginsburg

Bettyf Gosman

Nicholas
Gouletas

Mary Ellen
Grossman

Thomas Hadican

Gertrude
Hamilton

Susan
Haretakis

John Harris

George
Hartzog, Jr.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$2,000

1,875

1,100

2,000

1,700

1,300

1,750

2,000

1,250

2,000

1,100

1,100

1,250

1,900

5/2/80

4/25/80

3/20/80

3/6/80

3/14/80

.1/22/80

4/25/80

5/5/80

6/2/80

7/8/80

5/27/80

4/22/80

4/30/8 0

'2/6/80

Disoosition 2/j

"attribution"

"attribution"

"attribution"

"attribut:ion"

"attribution"

"attr ibution"

"attribution"

excess refunded
11/12/80

excess refunded
6/8/81

"a ttr i but ion"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2 *see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Burton Haas.

Daphne
Hatsopoulos

Kenneth
Eayashi

Ellen
Hirsch

Walter
Hoffelder

Fred Hofheinz

Karen Horst

o James Inglis

-- Alice Irwin

Joseph I seman

Nick Kani.s

CPhillip Kay

Teresa
SKeernan

Michael Kent

John Kim

0
Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s) i/

$1,250 2/5/80

2,000

1,500

1,060

1,200

1,250

1,100

1,150

1,100

1,015

1,050

2,000

1,025

1,450

1,250

7/31/80

5/15/80

8/22/80

3/14/80
1/29/80

S2/7/80

4/28/80

2/4/80

3/13/80

3/3/80

4/1/8o0

7/10/80

2/28/80

3/24/80

Disposition 2/

"attribution"

"attribution"

excess to
char ity 9/28/81

excess refunded
6/8/81

"attribution"

"attribut'ion"

"attribution"

"attr ibution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
9/25/81

excess to
charity 9/28/81

I/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Harry Kraut

Vance Krites

David Kurt

Steve Lagos

Mode sto
Lanzone

Jose .Lastra

Felicite
Latane

Michael
Latronica

Victoria
Lawford

Beatrice
Lawson

Irving Lazar

(Mr.) S. M.
Lazarus

Jerry Brown

Kennedy For PresidentExcessove Contr ibut ions

Election-To Date of
Date Total Excessive (s) 1/

$1,200

1,250

1,275

1,100

1,200

1,305

1,025

1,400

1,020

1,500

1,200

1,050

2,015

3/24/80

4/16/80

3/26/80.

1/7/80

9/17/8.

5/23/80:

8/20/80

3/14/8 0

3/25/80

2/7/80

2/8/80

5/23/80

4/18/80

Disposi tion iL

"attributionm

excess refunded
6/8/81

excess refunded
6/8/81

"attr ibut:on"

"attr ibut ion"

"attribution"

"attr ibutfon"

excess refunded
6/8/81

excess to.
charity 6/23/81

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

i/ if" more than one excessive contribution made, date is date
of first excessive (portion).

2/1 *see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

John Burgis"

Francis Burke

William Burke

Joseph
Campanell i

John Campbell

H iram
Cancio

Irwin Cantor

Frank Capaldi

Joseph
Car abe tta

Thomas
Cargill, Jr.

John
Ca tabaan

Verdie
Chase

Eliot
Cher tok

0 0
Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,500 5/15/80

1,500 2/21/80

2,000 7/15/80

2,250

2,000

1,200

1,060

1,500

1,500

1,200

1,050

1,200

1,250

1/16/80

1/29/80

2/11/80

12/19/79

-2/21/80

._3/24/80

2/28/80

8/7/80

4/24/80

2/22/80

Disposition 2_L
"attr ibut ion"

"attribution"

"attribution"

"atiuto"

"attribution".

excess re'funded
6/8/81

"attribution"

"attribution"

"attribution"

excess to
charity
6/23/81

excess refunded
6/8/81

"attr ibuti on"

i/ if more than one excessive contribution made, date is.date
of first excessive (portion).

2 see cover memo regarding attributions and the absence of
dates of disposition.



Page 7

Contributor

Giraud Chester

"Josephine Chin

Franklin Chou

Andrew Cogan

Susanne Cohn

John
Conners, Jr.

Vasa
Cubaleski

George Cullen

(Dr.) L. Rodger
Currie

Jan Cushing

Charles Daly

Kate. Day

R .Villasenor
Der ivas

Michael
Dewey .

Rosemarie
Dooley•

0 0

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s) i/

$1,100 7/21/80

1,850 2/21/80

1,250 5/28/80

1,050
1,300

2,000

1,600

1,100

2,000

1,050

1,125

1,100

1,225

1,335

1,S75

3/13/80

5/16/80

7/15/80.

4/16/80

3/14/80

7/15/80

4/28/80

3/14/80

7/30/80

3/4/80

8/8/80

2/22/80

Disposition2 .
"attribution"

"attribution"

excess to
charity 9/28/81

"attribution"

"attributfon"

"attribution"

excess refunded
6/23/81

excess refunded
6/8/81

excess to
charity
12/18/81

"attribution"

"attributionm

excess to
charity 9/28/81

excess refunded
6/8/81

excess refunded
6/23/81

excess refunded
6/8/81

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Joseph Raun.

Joseph Reber

Dixon Renear

Marilyn
Richards

Donald Rodman

Frank
Romano, Jr.

Gregg Rose

Carl Rosen

Arthur Ross

Robert Roth

V.Henry
Rothschild

Vera Rubin

Sebastian
Ruggeri

Charles
Rummel

S
Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,020 3/21/80

1,125 8/20/80

1,500 8/5/80

1,250

2,000

1,350

1,250

2,000

1,500

1,125

1,100

1,425

1 ,750

1,500

2/22/80

•7/7/80

3/5/80

9/26/80

S4/18/80

8/7/80

m-12/21/79

2/5/80

7/18/80

2/29/80

12/13/79

Disposition 2_
"attribution"

"a ttr ibut ion"

"attr ibut ion"

excess refunded
6/8/81

*"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"a ttr ibut ion"

"attribution"

excess to
charity 9/28/81

"attribution"

"a ttr ibution"

i/ if more than one excessive contribution made, date is .date
of first excessive (portion).]

2/ see cover memo regarding attributions and the absence of
dates of disposition.

C
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Contributor

David Rust

Henry Schiro

Michael Segal

John Sevcik

Gerald Shea

Robert Sheehan

Ar nol~d Shevin

Isaac Shih

Joan Shih

Richard Sklar

Raymond Smith

Leonard Tuft

Michael Vallas

Harold Vicente

Sei-Mei Wang

Jacob Weglarz

Stephen Wilden

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s). i/

$1,750 4/18/80

1,100

2,000

1,200

1,200

1,250

1,500

1,200

1,260

1,100

2,000

1,050

1,800

1,250

1,100

2,000

1,500

6/3/80

3/6/80

3/6/80

6/9/80

6/10/80

5/6/80

7/21/80

4/29/80

7/14/80

5/5/80

8/20/80

1/29/80

3/14/80

8/7/80

3/19/80

2/11/80

Disposition 2/

excess to
charity 6/23/81

excess refunded
6/8/81

"attribution"

"attribution"

"attr ibut i:onu

excess refunded
3/2581

*"attr ibut ion"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover .mnero regarding attributions and the absence of
dates of disposition.
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Contributor

James Whi tmdre

Edna Williams

Rosalie Wilson

Go w Sue Wong

Reginald Wong

Jane -
Wr ightsman

Andrew
Zamparell i

Burton Zien

Richard Len

Marcia Levine

Wayne Lewis

Stephen
Lomba rdo, J r.

Gu illermo
Maldonado

Eve
Mandelberg

Fred Mangone.

W. B. Maren.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s). i/

$1,100 2/21/80

2,000 2/19/80

2,000
1,150

1,600

2,000

1,100

1,200

1,200

1,050

1,500

1,200

1,.300

2,700

1,200

1,050

4/30/80

2/21/80

2/25/80

2/11/80

7/31/80.

8/20/80

._.4/18/80

5/30/81

2/14/80

3/6/80

4/22/80

1/28/80

Disposition 2/
"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

"a ttr ibut ion"

excess refunded

6/8/81

"attribution"

"attribution"

"a ttr ibut ion"

"attribution"

"attribution"

excess refunded

6/8/81

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

I/ if more than one excessive contribution niade, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.

°1
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Contributor

Laurie
Marsiand .

Edward
Mauldin

Phil Laehr

Priscilla
McMillan

Margaret Miller

Craig Moon

Alice Morris

Charles
Mosesian

Thomas Mount

(Mr.) L. T.
Murphy

Mar tin
Murphy

(Ms..) Cressey
Nakagawa

Emilio Naranjo

Marianne Nestor

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,250

1,241

1,250

1,300

1,815

1,075

1,275

1,100

1,125

1,100

2,000

1,250

1,200

1,060

2/26/80

7/29/80

9/26/80

3/31/80

6/2/80

5/23/80

5/27/80

4/1 8/8 0

9/25/80

8/20/80

2/22/80

9/26/80

5/20/80

12/14/79

Disposition 2/

"attribution"

"attr ibut ion"

*at tr ibut ion"

excess refunded
6/8/81:

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

"attribution"

excess refunded
6/15/81

excess refunded
6/8/81

"attribution"

"attribution"

i/ if more than one excessive contribution made, date is date
of.first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.

Page 12.
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Contributor

Daniel
O'Connell

Leonard
Pabich

Dr. Christos
Papa theodor ou

W. J. Payes

Endicott
Peabody

Douglas
Pendleton

John Perkins

Loanni s
Alafoyianni s

Frank Kelley

Nancy Korman

Claude
Lopiccolo

Thomas McAiley

Ronald
Schleppy

Mary
Walker

0 0
Kennedy For President

Excessive Contributions

Elect ion-To Date of
Date Total Excessive(s) 1/

$2,000

1,060

1,200

2,000

1,125

1,250

1,100

1,500

1,101

1,175

2,000

1,190

2,000

1,931

2/4/80

2/8/80

1/28/80

. 12/13/79

8/20/80

7 /7/80

not available

4/15/80

5/12/80

5/23/80

3/6/80

3/25/80

1/15/80

4/20/8 0

Disposition j/

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attrbuti"

"attr ibution"

excess to

charity 9/28/81

"attribution"

"attribution"

"attribution"

"attribution"

excess to
charity 6/15/81

excess refunded
6/8/81

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Kennedy For PresidentExcessive Contributions

Election-To Date of
Contributor Date Total Excessive(s) i/ Disposition 2/

Walter
Beineche, Jr.$ 2,000 4/16/80 "attribution"

Geoffrey excess refunded
•Prentiss 1,800 4/10/80 6/8/81

Craig excess refunded*
Prouty 1,200 4/18/80 6/8/81

Leo excess refunded
Racine 1,060 12/13/79 6/8/81

G. Robert excess to
Randazzo 1,500 2/25/80 charity 9/28/81

Louis Camilli 1,250 2/20/80 "attribution"

Dioneexcess refunded
Bail 1,050 9/8/80 6/8/81

Michael
Flaherty 1,010 7/31/80 "attribution"

Patricia Beaver 1,450 7/31/80 "attribution"

Katherine
Kelley 2,000 5/8/80 "attribution"

Edward 1,200 7/31/80 "attribution"
Flaherty

Grand Total $257,092

Comb ined
Contribution
Limit
(182 x $1000) (182,000)

Total
Contributions$ 75,092
In Exce~s of ___

Limits

I/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.



@ 0.

~ FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

~'~' March 12, 1982

William Oldaker, Esquire
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

RE: MUR 1393

Dear Mr. Oldaker:

On March 11, 1982, the Federal Election Commission
determined that there is reason to believe that the Kennedy for
President Committee violated 2 U.S.C. SS 434(b) (1), 434(b) (2),
432(c) (1), 441a(f) and 441b(a), provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"). The

" General Counsel's factual and legal analysis, which formed a
~basis for the Commission's finding, is attached for your

informat ion.

Under the Act, the Committee has an opportunity to
o) demonstrate that no action should be taken against it. Please

submit any factual or legal materials which you believe are
"- relevant to the Commission's consideration of this matter.
~Additionally, please submit answers to the enclosed questions

within ten days of your receipt of this letter. (Statements
O should be submitted under oath).

- In the absence of any additional information which
~demonstrates that no further action should be taken against the

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 reason to believe.
See 11 C.F.R. S 111.18(d).

If the Committee intends 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 William Older 0
Page 2

The investigation now being conducted will be confidential
in accordance with 2 U.S.c. S 437gca) (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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

9.,

Enclosures
o General Counsel's Factual and Legal Analysis

Procedures
-- Designation of Counsel Statement

0r



DERAL ELECTION COMMISSIOP

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL NO.

Respondent Kennedy for President Nancy Nathan
Committee (202) 523-4073

SOURCE OF MUR: I NT E RNA L LY GE NE RA TE D

• SUMMARY OF ALLEGATIONS

The three mattera referred to the Office of General Counsel

are:

1) unreported receipts and receipts for which the

Committee has been unable to provide adequate documentation of

souirce or receipt, indicating possible violations of 2 U.S.C.

SS 434(b) (1), (2), and (4) and 432(c) (1) and (2);I

2) apparently insufficient collateral pledged for five

bank loans obtained by the Committee, indicating possible

violations of 2 U.S.C. S 441b(a) by the banks for failure to

comply with U.S.C. S 431(8) (vii) (II) and thereby making

contributions rather than loans, and a violation of 2 U.S.C. S

441b(a) by the Committee, for knowingly accepting those illegal

contributions; and,

3) apparent violations of S 441a individual

contribution limits by Committee contributors and of S 441a(f) by

the Committee, for its acceptance of those excessive

contributions. •
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FACTUAL AND LEGAL ANALYSIS

I. Unreported Receipts

According to the Final Audit Report, the Committee failed to

report receipts totaling $17,500.49.1/ Furthermore, the Final

Audit Report indicates that the Committee failed to keep an

account of $14,583.57.2/ The reporting and recordkeeping

omi[ssions stemmed from certain Committee deposits in state and

scheduling accounts. Trhe state accounts were apparently

maintained for overhead expenses of state offices, and the.

scheduling accounts wer~e maintained for the expenses of specific

scheduled events. The audit revealed that $52,602.79 worth of

receipts deposited in state and scheduling accounts had not been

transferred from the Committee's national accounts.

It is recommended that the Commission find reason to believe

the Committee violated 2 U.S.C. S 434(b) (1) and (2) for its

continued failure to report receipts of $17,500.49 in its cash-

on-hand or total receipts figures. It is further recommended

that the Commission find reason to believe the Committee violated

2 U.S.C. S 432(c) (1) for its failure to keep an account of

1/ The auditors reached this conclusion after analyzing the
documentation provided by the Committee in response to the
Interim Audit Report.

i/ The Interim Audit Report requested documentation for receipts
totalling $52,602.79. Legible documentation was submitted for
$38,019.22 in rec'eipts, leaving $14,583.57 undocumented. The
auditors include in the amount undocumented $9,249.50 for which
illegible copies of checks and lists of receipts were submitted.
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$14,583.57 worth of apparent contributions. 2.aa/

II. Improper Pledges of Collateral for Bank Loans

The Interim Audit Report recommended that the Committee file

amended Schedules C-P disclosing details, including collateral,

for twelve of the total twenty-four loans obtained by. the

Committee. The auditors noted, following the Committee's

submission of amended schedules, that the documents on five of

the loans raised questions concerning the sufficiency of the

collateral pledged in the form of artworks. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on five loan documents. For three of the five loans

referred, description of the collateral appearing on the amended

schedules did not agree with the corresponding bank documents'

descriptions; for the other two loans, no documentation was

provided by the Committee. It appeared that, at least for some

of those loans, the art in question may not physically have

existed at the time pledged.

2a/ The amounts referred to in the final audit report, which form
the basis for the recommendations under Part I, do not include
amounts for which similar findings of reporting and record-
keeping violations were found in MUR 137O,.
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In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those flade "on a basis

which assures repayment." 2 U.S.c. S 431(8) (vii) (II); 11 C.F.R.

S 100.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not" held,

and even if they were but the prints had not yet been reproduced,

the loans could be deemed contributions by the banks to the

Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting

the banks' contributions that were violative of that provision of

the Act.

The auditors noted the following facts indicating the

possible S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document at the

District of Columbia National Bank, with an effective date of

July 29, 1980, and also pledged for a $10,000 loan from the Mark

Twain Bank of St. Louis, dated May 28, 1980, the Committee has

said the C.J. Yao prints did not exist at the time the loan was

secured. (See Attachment 1, items 3 and 5b). The addendum

recited where the additional security it listed would be stored.
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It remains to be determined whether the "additional security" was

needed before the loan was made, or whether in foct the

collateral listed on the original loan document was sufficient.

b..*An examination of Committee records revealed no

indication that works listed in the fund-raising brochure, or

August 13, 1981 inventory of artwork on hand, actually had been

printed.

c. Statements by an employee of the Committee's counsel,

Joann Rosskam, made to auditors on November 7, 1981, confirmed

that certain other pledged works never have been printed. They

- include: 265 Krushenick serigraph prints pledged as partial

' collateral for a $540,000 Chemical Bank of New York loan dated

O May 2, 1980 (Attachment 1, item 12); 270 Rosenbium serigraph

prints ("Solo") pledged as partial collateral on the addendum for

the $240,000 District of Columbia National Bank loan (Attachment

1, item 13) for which the also-unprinted C.J. Yao works also

cserved as collateral (see subsection a, supra); 20 prints of the

?O same Rosenbium series ("Solo") pledged for a $10,000 Mark Twain

Bank of St. Louis loan dated May 28, 1980. (Attachment 1, item

#5a). Additionally, that Committee representative confirmed the

auditors' conclusion that the C.J. Yao works never have been

printed (see subsection a, supra). Further, the representative

revealed that an original work by Anuszkiewicz, valued at $9,000,

which Chemical Bank documents show as collateral for an April 23,

1980 loan of $210,000 (Attachment 1, item #i) , was not in the
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Comnmittee's possession when pledged. It was not clear to the

auditor who spoke with Ms. Rosskam whether the legal rights to

the AnuszkiewiCZ work were held by the Committee at that time,

but physical possession had not yet been transferred.

d. Some descriptions of works donated to the Committee by

artists vary, sometimes substantially, from descriptions of works

by the same artists that were listed on loan documents. That is

demonstrated by Attachment 1. Statements by Ms. Rosskam to the

auditors asserted, however, that where discrepancies appeared

because of variations in descriptions, those were insignificant

(i.e., that the bank documents' listings were for the same works

described differently in the Committee brochure and inventory).

It also should be noted that no works by C.J. Yao were listed in

the Committee inventory or brochure; the Committee admits those

works do not exist. (See subsection a, supra).

Because these facts indicate possibly deficient collaterali-

zation of the five loans referred following the audit, and because the

facts indicate that the Kennedy for President Committee may have known

that the loans by the above-named banks were obtained with

insufficient collateralization, it is recommended that the Commission

find reason to believe the Committee violated 2 U.S.C. S 441b(a).
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III. Individual ExcesSive Contributions

The Interim Audit Report found that as many as 269 individuals

had contributed in excess of $1,000 to the Committee for an excessive

aggregate of $121,468.83. The Committee's response to the Interim

Audit Report provided evidence that many of the apparent excessive

contributions were due to computer errors, insufficient funds checks,

or "improper attributions by the Committee. The Audit Division has

reviewed the Committee's response as well as subsequent information

provided by the Committee. It now appears that 182 contributors

exceeded the $1,000 limit and did not receive a refund or

reattribute the contribution within 30 days, and did not receive

a "refund or reattribute their contributions until after the field

audit was concluded. (See Attachment 2). / The total amount ot

excessive contributions from these individuals was $75,092.A./

3/ In previous MURs dealing with excessive contribution receipts by
the 1980 presidential campaigns, the Commission has proceeded against
the committee involved for accepting excessive contribuions only with
regard to the excessive contributions not shown to have been refunded
or reattributed within 30 days. See 11 C.F.R. 5 103.3(b) (2).

4/ At the time of the referral of this matter to the Office of
General Counsel, the Committee had yet to give adequate evidence of a
refund or attribution for 122 contributors representing an aggregate
excessive amount of $48,817. As of October 6, 1981, only 11
contributions had not been shown to have been corrected. It must be
observed, however, that these efforts to correct the violations have
come about as a result of the audit process and are occurring many
months after the excessive amounts were received.
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It is recommended that the Commission find reason to believe that the

Kennedy for President Committee violated 2 U.s.C.. S 441a.(f) in

knowingly accepting contributions from 182 individuals totalling

$75,092..

RECOMMENDATIONS

1. Find reason to believe the Kennedy for President Committee

violated 2 U.S.C. S 434(b) (1) and (2) in failing to include all

receipts in its reports to the Commission.

2. Find reason to believe the Kennedy for President*

Committee violated 2 U.S.C. S 432(c) (1) in failing to accurately keep

account of all contributions received.

3. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441b(a) in knowingly accepting

certain bank loans violative of 2 U.S.C. S 441b(a).

4. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441a(f) in accepting contributions

that exceeded the individual contributors' limits under 2 U.S.C.

S 441a.



DaIte of

* Chemical Bank
of New York

* Chemical Bank
of New York

* District of Colurbia
National Bank.

* M irk 'wain Bank,
St. Louis, f4)

. Mark TIwain Bank

4/22/800

5/2/80

3/'7/80

4/6/80

5/28/80

8 3
Anount of

Loan

$210,000

$540,000

$240,000

$10,000

$10,000 20
(181-100)

20
(1181-200)

20
(1181-200)

No... .Tp Title

1 acrylic

serigraphserigraph70
265

170 serigraph
(111-180)

270 serigraph
(11-100, 111-80,
11-100 of edition 300)

40 Lithograph

Lithograph

Lithograph

ithogaph

Artist

untitled

SSKII 80

Par Avion

untitled

Solo

Solo

untitled

Atnuszkiewicz

Daphnis
Krushenic

Yao

Icsenblun

Itaudhenberg

Rosnblun

Ywo

Nesbitt

Va1ue

$9,000-"



ComiteeDescriptn 3 0
(Inventory or Brochure)

0 41I013.Z E

No.

Edition 198

Edition 235
Edition 300

Edition 300
(3 states of
100 eadh)

Edition 45

Edition 100

Edition 300 .
(3 states of
100 eadh)

"serigraph

serigraph

serigraph

serigraph

Title

centered Square

SSK 80
untitled

Sail

After llomageto Picasso

photographs

serigraph Sail

Artist

Anusziciewicz

I phis
Krushenick

fteztlum

Rausdenberg

Rausdheiberg

Rosenblu

Edition 200 serigraph Tulip ebt

0
Nesbitt
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Kennedy For PresidentExcessive Contributions

Contributor

Wallace "
Albe rtson

(Mr.) Avis
Anagnos

John M.
Anderson

Donald E.
Axinn

.; William G.
• Barry

- Mary "Ann
Beeneche

0D
Roger

- Berlind

Floyd Bloss

r William J.
Boland

C
Mor ton

, O~ Downey

James
Drilias

Ed
Edmundson

ieil Ellis

Anna Eshoo

Elect ion-To
Date Total

$1,030

1,850

1,250

1,060

1,750

1,050

1,200

1,050

1,500

1,750

1,100

1,025

1,500

1,150

Date of
Excessive (s) 1/

6/27/80

4/16/80

10/9/80

12/19/79

3/30/80

3/3/80

7/21/80

4/10/80

7/30/80

2/11/80

3/18/80

8/20/80

3/24/80

8/18/80

Disposition 2/

6/23/81

"attribution"

"attribution'

"attribution"

"attribution""

"attribution"

"attriution

"attribution"

excess to charity
9/28/81

excess refunded
6/19/81

excess to charity
9/28/81

"a ttr ibut ion"

"attribution"

"attribution"

A/ "if more than one excessive contribution nmade, date is dateof first excessive (portion).
2/ see cover memo regarding attributions and the absence of

dates of disposition. .

0
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Contributor

Robert S.

Evans

Louis
Farina

Bil11 Farley

Christina
Faro

J. E.
Fernandes

Norma Filner

Harry Finkel

Mrs. Randolph
Fiore

James
Flanagan

Mrs. A. G.
Fordyce

John Frank

Charles
Frazier, Jr.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) I/

$3,554

1,100

1,850

1,500

1,550

2,000

1,250

1,500

1,200

1,100

1,250

1,140

4/4/8 0

3/6/80

2/21/80

2/25/80

3/10/80

2/15/80

3/19/80

2/22/80

3/14/80

6/6/80

2/12/80

3/13/80

Disposittion 2/L

500 "attribution"
2,054 to charity
12/18/81

excess refunded
6/8/81

"attribution"

excess refunded

6/8/81

"attribution"

"attribution"

"attr ibut ion"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

i/ if more than one excessive contribution made, date is
date of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.

, '*

0

C,

qc.
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Contributor

Dominic "
Frontiere

Vincent Gallo

James •
Garrity
John Geary

Thomas Geary

David
Ginsburg

Betty Gosman

Nicholas
Gouletas

Mary Ellen
Grossman

Thomas Hadican

Gertrude
Hamilton

Susan
Haretakis

John Harris

George
Hartzog, Jr.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$2,000

1,875

1,100

2,000

1,700

1,300

1,750

2,000

1,250

2,000

1,100

1,100

1,250

5/2/80

4/25/80

3/20/80

3/6/80

3/14/80

1/22/80

4/25/80

5/5/80

6/2/80

7/8/80

5/27/80

4/22/80

4/30/80

1,900 2/6/80

Disposi tion 2/

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attr ibu'ti on"

"attribution"

excess refunded
11/12/80

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
6/8/81

"a ttr ibut ion"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2 "see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Burton Haas•

Daphne
Hatsopoulos

Kenneth
Eayashi

Ellen
Hirsch

Walter
Hoffelder

Fred Hofheinz

-- Karen Horst

(C) James Inglis

-" Alice Irwin

Joseph Iseman

Nick Kani.s

c~ Phillip Kay

Teresa
Keeman

Michael Kent

John Kim

Kennedy For PresidentExcessive CQntr ibutions

Election-To Date of
Date Total Excessive (s) i/

$1,250 2/5/80

2,000

1,500

1,060

1,200

1,250

1,100

1,150

1,100

1,015

1,050

2,.000

1,025

1,450

1,250

7/31/80

5/15/80

8/22/80

3/14/80

1/29/80

2/7/8o0

4/28/ 80

2/4/80

3/13/80

3/3/80

4/1/8o0

710/180

2/28/80

3/24/80

Disposition j/
"attribution"

"attribution"

excess to
char i.ty 9/28/81

excess refunded
6/8/81.

"attribution"

"a ttr ibut ion"

"attribution"
attriutio"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
9/25/81

excess to
charity 9/28/81

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Harry Kraut
Vance Krites

David Kurt

Steve Lagos

Modesto
Lanzone

Jose .Lastra

Felicite
Latane

Michael
Latronica

Victoria
Lawford

Beatrice
Lawson

Irving Lazar

(Mr.) S. M.
Lazarus

Jerry Brown

Kennedy For PresidentExcessove Contributions

Election-To Date of
Date Total Excessive (s) i/

$1,200

1,250

1,275

1,100

1,200

1,305

1,025

1,400

1,020

1,500

1,200

1,050

2,015

3/24/80

4/16/80

3/26/80.

1/7/8o0

.9/17/80.

5/23/80"

8/20/80

3/14/80

3/25/80

2/7/80

2/8/80

5/23/80

4/18/80

Disposition 2_

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attr ibutfion"

"attr ibut ion"

"attribution"

"attribution"

excess refunded
6/8/81

excess to.
charity 6/23/81

"attr ibut ion"

"attribution"

excess refunded
6/8/81

"attr ibut ion"

Al if'more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

John Burg is"

Francis Burke

William Burke

Joseph
Carmpanelli

John Campbell

H ir am
Cancio

Irwin Cantor

Frank Capaldi

Joseph
Car abetta

Thomas
Cargill, Jr.

John
Catabaan

Verdie
Chase

Eliot
Cher tok

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,500 5/15/80

1,500 2/21/80

2,000 7/15/80

2,250

2,000

1,200

1,060

1,500

1,500

1,200

1,050

1,200

1,250

1/16/80

1/29/80

2/11/80

12/19/79

*2/21/80

. 3/24/80

2/28/80

8/7/80

4/24/80

2/22/80

Disoositlon 2/

"attribution"

"attr-ibution"

"attribution"

"attribution".

"attribution"

excess refunded
6/8/81

"attr ibut'ion"

"attribution"

"attribution"

"attribution"

excess to
charity
6/23/81

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date. is.date
of first excessive (portion).

2 see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Giraud Chester

Josephine Chin

Franklin Chou

Andrew Cogan

Susanne Cohn

John
Conners, Jr.

Vasa
Cubaiesk i

George Cullen

(Dr.) L. Rodger
Currie

Jan Cushing

Charles Daly

Kate Day

R.Villasenor
Derivas

Michael
Dewey

Rosernarie
Dooley'

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s) I/

$1,100 7/21/80

1,850 2/21/80

1,250 5/28/80

1,050
1,300

2,000

1,600

1,100

2,000

1,050

1,125

1,100

1,225

1,335

1,575

3/13/80

5/16/80

7/15/80.

4/16/80

3/14/80

7/15/80

4/28/80

3/14/80

7/30/80

3/4/80

8/8/80

2/22/8o0

Disposition2j

"attribution"

" attribution"

excess to
charity 9/28/81

"attribution"

"attr ibutfon"

"attribution"

excess refunded
6/23/81

excess refunded
6/8/81

exce~s to
charity
12/18/81 .

"attribution"

"attribution"

excess to
charity 9/28/81

excess refunded
6/8/81

excess refunded
6/23/81

excess refunded
6/8/81

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposi.tion.
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Contributor

Joseph Raun.

Joseph Rebe'r

Dixon Renear

Marilyn
Richards

Donald Rodman

Frank
Romano, Jr.

Gregg Rose

Carl Rosen

Arthur Ross

Robert Roth

V.Henry
Rothschild

Vera Rubin

Sebastian
Rugger i

Charles
Rummeli

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,020 3/21/80

1,125 8/20/80

1,500 8/5/80

1,250

2,000

1,350

1,250

2,000

1,500

1,125

1,100

1,425

1,750

1,500

2/22/80

7/7/80

3/5/80

9/26/80

4/18/80

8/7/8o0

m-12/21/79

2/5/80

7/18/80

2/29 /8 0

12/13/79

0

Disposition 2_

"a ttr ibut ion"

"attribut ion"

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

"a ttr ibution"

"attribution"

"attribution"

"a ttr ibut ion"

"attribution"

excess to
charity 9/28/81

"attribution"

"attribution"

1/ if more than one excessive contribution made, date. is .date
of first excessive (portion).)

2/ see cover memo regarding attributions and the absence of
dates of disposition.

0
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Contributor

David Rust

Henry Schiro

Michael Segal

John Sevcik

Gerald Shea

Robert Sheehan

Arnold Shevin

Isaac Shih

Joan Shih

Richard Sklar

Raymond Smith

Leonard Tuft

Michael Vallas

Harold Vicente

Sei-Mei Wang

Jacob Weglarz

Stephen wilden

Kennedy For PresidentExcessive Contr ibut ions

Election-To Date of
Date Total Excessive (s) i/

$1,750 4/18/80

1,100

2,000

1,200

1,200

1,250

1,500

1,200

1,260

1,100

2,000

1,050

1,800

1,250

1,100

2,000

1,500

6/3/80

3/6/80

3/6/80

6/9/80

6/10/80

5/6/8o0

7/21/80

4/29/80

7/14/80

5/5/80

8/20/80

1/29/8o0

3/14/80

8/7/80

3/19/80

2/11/80

Disposi tion ._L
excess to
charity 6/23/81

excess refunded
6/8/81

"attribution"

"attribution"

"attribution"

excess refunded
3/25/81

"atribti".

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributicns and the absence of
dates of disposition.
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Contributor

James WhitmoTe

Edna Williams

Rosalie Wilson

GQw Sue Wong

Reginald Won g

Jane
Wr ightsman

Andrew
Zamparelli

Burton Zien

Richard Len

Marcia Levine

Wayne Lewis

Stephen
Lombardo, Jr.

Guillermo
Maldonado

Eve
Mandelberg

Fred Mangone.

W. B. Maren.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,100 2/21/80

2,000 2/19/80

2,000

1,150

1,600

2,000

1,100

1,200

1,200

1,050

1,500

1,200

1,300

2,700

1,200

1,050

4/30/80

2/21/80

2/25/80

2/11/80

7/31/80<

8/20/80

_.4/18/80

5/30/81

2/14/80

3/6/80

3/10/80

4/22/80

7/30/80

1/28/80

Disposition 2/

"a ttr ibut ion"

excess refunded
6/8/81

"attribution"

"attribution".

"a ttr i bu:t ion"

excess refunded

6/8/81

"attribution"

"attr ibution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81
"attr ibut ion"

"attribution"

I/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.

°I
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Contributor

Laurie
Marsiand

Edward
Mauldin

Phil Lehr

Priscilla
McMillan

Margaret Miller

Craig Moon

Alice Morris

Charles

Mosesian

Thomas Mount

(Mr.) Lo T.
Murphy

Martin
Murphy

(Ms..) Cressey
Nakagawa

Emilio Naranjo

Marianne Nestor

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,250

1,241

1,250

1,300

1,815

1,075

1,275

1,100

1,125

1,100

2,000

1,250

1,200

1,060

2/26/80

7/29/80

9/26/80

3/31/80

6/2/80

5/23/80

5/27/80

4/18/80

9/25/80

8/20/80

2/22/80

9/26/80

5/20/80

12/14/79

Disposition iL

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

"attribution"

excess refunded
6/15/81

excess refunded
6/8/81

"at tr ibut ion"

"attribution"

i/ if nmore than one excessive contribution made, date is date
of. first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Daniel
O'Connell

Leonard
Pabich

Dr. Christos
Papa theodor ou

W. J. Payes

End icott
Peabody

Douglas
Pendleton

John Perkins

Loannis
Alafoyianni s

Frank Kelley

Nancy Korman

Claude
Lopiccolo

Thomas McAiley

Ronald
Schieppy

Mary
Walker

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s), I/

$2,000

1,060

1,200

2,000

1,125

1,250

1,0

1,500

1,101

1,175

2,000
1,190

2,000

1,931

2/4/80

2/8/80

1/28/80

- 12/13/79

8/20/80

* /7/80

not available

4/15/80

5/12/80

5/23/80

3/6/80

3/25/80

1/15/80

4/20/80

Disposition 2/

•"attribution"

excess refunded
6/8/81

"attribution".

excess refunded
6/8/81 :

excess refunded
6/8/81

"attribution"

"attr ibutf'0n"

excess to

chari ty 9/28/.81

"attr ibut ion"

"attribution"

"attribution"

"attribution"

excess to
charity 6/15/81

excess re.funded
6/8/81

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Kennedy For President.Excessive Contributions

Election-To Date of
Contributor Date Total Excessive(s) 1/L Disposition 2/

Waiter
Beineche, Jr.$ 2,000 4/16/80 "attribution"

Geoff rey excess refunded
•Prentiss 1,800 4/10/80 6/8/81

Craig excess refunded
Prouty 1,200 4/18/80 6/8/81

Leo excess refunded
Racine 1, 060 12/13/79 6/8/81

G. Robert excess to
Randazzo 1,500 2/25/80 charity 9/28/81

Louis Camilli 1,250 "2/20/80 "attribution"

Dione excess refunded
Bail 1,050 9/8/80 6/8/81 .

Michael
Flaher ty 1,010 7/31/80 "attr ibut ion"

Patricia Beaver 1,450 7/31/80 "attribution"

Katherine .

Kelley 2,000 5/8/80 "attr ibut ion"

Edward 1,r200 7/31/80 "attribution"
Flaherty

Grand Total $257,092

Comb ined
Contribution
Limit
(182 x $1000) (182,000)

Total
Contr ibutions$ 75,092
In Excess of ___

Limits

j/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of dispos ition.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1393

Kennedy for President )
Committee )

FIRST QUESTIONS

To: William Oldaker, Treasurer
Kennedy for President Committee
1050 Seventeenth Street, N.W.
Washington, D.C.

The Federal Election Commission requests that you, as

treasurer of the Kennedy for President Committee, or your

authorized agent having knowledge of the information sought

herein, submit in writing, under oath, within ten days, responses

to the following questions. Questions refer to five loans

obtained by your Committee from the following banks on the dates

indicated:

Bank Amount Date

1. Chemical Bank of New York $210,000 4/22/80
2. Chemical Bank of New York $540,000 5/2/80
3. District of Columbia

National Bank $240,000 3/7/80
4. Mark Twain Bank $ 10,000 4/6/80
5. Mark Twain Bank $ 10,000 5/28/80

1. For each of the five loans listed above, relate the

information given bank officials by the Committee's

representatives, before the loan documents were signed, in

describing the collateral pledged.

2. For each of the art works series pledged for the five loans

in question, please state when reproductions were made, how many

were made, and the costs of reproduction.
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3. For each of the art works series pledged for the five loans
in question, on what dates did the Committee learn that the

donated works had not yet been reproduced?

4. Please state what information concerning the number of

reproductions existing, the reproduction rights to each of the

art works pledged, and the costs associated with reproduction,

was given to the banks listed above by the Committee before and

after the loan documents were signed, and state when the

information was given.

5. For each of the loans listed above, on what dates did

Committee representatives inform officials of the bank involved

that prints of the pledged works did not exist?



I FEDERAL ELECTION COMMISSION
~~~~~WASHINGTON, D C 20463 Mrh1,18

Mr. Robert S. Evans
60 Cliff Street
New Haven, Connecticut 06511

RE: MUR 1393

Dear Mr. Evans:

On March 11 , 1982, the Federal Election Commission
determined that there is reason to believe that you violated
2 U.S.C. S 441a, a provision of the Federal Election Campaign Act
of 1971, as amended ('the Acts). 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
C 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
oD demonstrates that no further action should be taken against you,

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 a

?'- violation has occurred. See 11 C.F.R. S 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
notif ications and other communications from the Commission.

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.



Letter to Robert S. Evans
Page 2

For your information, we have attached a brier description
of the Commission's procedures for handling possible violations of
the Act. If you have any questions, please contact Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

S Enclosures
General Counsel's Factual and Legal Analysis

N, Procedures
__ Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

.GENERAL COUNSEL' S FACTUAL AND LEGAL ANALYS IS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Robert S. Evans Nancy Nathan
(202) 523-4073

SOURCE OF MUR: I NT ER N AL LY GE N E RATE D

SUMMARY OF ALLEGATIONS AND ANALYSIS

The Commission's audit of the Kennedy for President

Committee revealed that Robert S. Evans contributed in excess of

the $1,000 limitation imposed by 2 U.S.C. S 441a. Specifically,

it is alleged that Robert Evans contributed $2,054 more than

allowable under S 441a.

RECOMMENDATION

1. Find reason to believe Robert S. Evans violated 2 U.S.C.
S 441a by making contributions exceeding the limits imposed
by that provision to the Kennedy for President Committee.
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FEDERAL ELECTION COMMISSION
WASH INGTON. D.C 20463

4, ~ March 12, 1982

Ms. Eve Mandelberg
60 East Seventeenth Street
Brooklyn, New York 11226

RE: MUR 1393

Dear Ms. Mandelberg:

On March 11, 1982, the Federal Election Commission
determined that there is reason to believe that you violated

¢4 2 U.S.C. $ 441a, a provision of the Federal Election Campaign Act
of 1971, as amended ("the Act"). The General Counsel's factual

, and legal analysis, which formed a basis for the Commission's
find-ing, 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
CD demonstrates that no further action should be taken against you,

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 a

' violation has occurred. See 11 C.F.R. S 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.

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.



• S
Letter to Eve Mandelberg
Page 2

For your information, we have attached a briei description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Nancy B.
Nathan, the. attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

. Enclosures
General Counsel's Factual and Legal Analysis

~Procedures
,_ Designation of Counsel Statement
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Eve Mandelberg Nancy Nathan
(202) 523-4073

SOURCE OF MUR: I NT E RNA L LY GEN E RA TE D

SUMMARY OF ALLEGATIONS AND ANALYSIS

The Commission's audit of the Kennedy for President

Committee revealed that Eve Mandelberg contributed in excess of

the $1,000 limitation imposed by 2 U.S.C. S 441a. Specifically,

it is alleged that Eve Mandelberg contributed $1,700 more than

allowable under S 441a.

RECOMMENDATION

1. Find reason to believe Eve Mandelberg violated 2 U.S.C.
S 441a by making contributions exceeding the limits imposed
by that provision to the Kennedy for President Committee.



FEDERAL ELECTION COMMISSIONS WASHINGTON. D C. 20463

~4l March 12, 1982

D.C. National Bank
Thomas Condit, President
1801 K Street, N.W.
Washington, D.C. 20006

RE: MUR 1393

Dear Mr. Condit:

On March 11, 1982, the Federal Election Commission
determined that there is reason to believe that your bank"
violated 2 U.S.C. S 441a, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). 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. Additionally, please
submit answers to the enclosed questions within ten days of your
receipt of this letter. (Statements should be submitted under
oath.)

In the absence of any additional information which
demonstrates that no further action should be taken against you,
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 a
violation has occurred. See 11 C.F.R. S 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.

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.
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Letter to Thomas Condit
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

') Enclosures
j General Counsel's Factual and Legal Analysis
r , Procedures

Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent D.C. National Bank Nancy Nathan
(202) 523-4073

SUMMARY OF ALLEGATIONS

The Committee's audit of the Kennedy for President Committee

("the Committee") revealed that respondent D.C. National Bank

accepted apparently insufficient collateral pledged for a bank

loan obtained by the Kennedy for President Committee, indicating

a possible violation of 2 U.S.C. S 441b(a) for failure to comply

with 2 U.S.C. S 431(8) (vii) (II) and thereby making a contribution

rather than a loan.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S i00.8(a)(12). There is a question whether the Committee
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obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not held,

and. even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

The auditors noted the following facts indicating possible

S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document

at the District of Columbia National Bank, with an

effective date of July 29, 1980, the Committee has said

that the C.J. Yao prints did not exist at the time the

loan was secured. The addendum recited where the

additional security it listed would be stored. It

remains to be determined whether the "additional

security" was needed before the loan was made, or

whether in fact the collateral listed on the original

loan document was sufficient.
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b. An examination of Committee records revealed no
evidence that works listed in the fundraising brochure,

or August 13, 1981 inventory of artwork on hand,

actually had been printed.

c. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 270 Rosenblum.

serigraph prints ("Solo") pledged as partial collateral

: for the $240,000 District of Columbia National Bank

~loan which the also-unprinted C.J. Yao works also

~served as collateral (see supra).
0D d. Some descriptions of works donated to the

Committee by artists vary, sometimes substantially,

t' from descriptions of works by the same artists that
- were listed on loan documents. Statements by

OMs. Rosskam to the auditors asserted, however, that

?' where discrepancies appeared because of variations in

cO descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

described differently in the Committee brochure and

inventory). It also should be noted that no works by

C.J. Yao were listed in the Committee inventory or

brochure; the Committee admits those works do not

exist.
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Because these facts indicate possibly deficient

collateralization of loans referred following the audit, it is

recommended that the Commission find reason to believe District

of Columbia National Bank violated 2 U.S.C. S 441b(a).

RECOMMENDATION

1.* Find reason to believe the District of Columbia National
Bank violated 2 U.S.C. S 441b(a) by making a loan to the
Kennedy for President Committee that was not in compliance
with the requirements of 2 U.S.C. S 431(8) (vii) (II).



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 1393

Kennedy for President Committee )

• FIRST QUESTIONS

To: D.C. National Bank
Thomas Condit, President
1801 K Street, N.W.
Washington, D.C. 20006

The Federal Election Commission requests that you, as an

officer of the D.C. National Bank, or your authorized agent

having knowledge of the information sought herein, submit in

writing, under oath, within ten days, responses to the following

questions, related to the following loan obtained by the Kennedy

for President Committee:

Amount of Loan Date

1. $240,000 3/7/80

1. Relate the description of collateral in the form of art

works given to the Bank by representatives of the Kennedy for

President Committee in applying for the loan.

2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?
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4. Please supply any writings between the Committee or its

representatives and the Bank concerning the collateral pledged

for the loan.

5. Please state the purpose served by the addendum to the loan

document, the reason for the listing of additional security, and

the date on which the addendum was made.
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FEDERAL ELECTION COMMISSION
W'ASHINGTON. DC 20463

March 12, 1982

Mark Twain Bank
Peter Benoist, President
8820 Ladue Road
St. Louis, Missouri 63124

RE: MUR 1393

*Dear Mr. Benoist:

On March 11, 1982, the Federal Election Commission
determined that there is reason to believe that your bank
violated 2 U.S.c. S 441a, a provision of the Federal Election

,. Campaign Act of 1971, as amended ("the Act"). 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

O or legal materials which you believe are relevant to the
-. Commission's consideration of this matter. Additionally, please

submit answers to the enclosed questions within ten days of your
~receipt of this letter. (Statements should be submitted under

oath. )

In the absence of any additional information which
~demonstrates that no further action should be taken against you,

othe 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 a
violation has occurred. See 11 C.F.R. S 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.

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.



Letter to Peter Benois~t
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Frank P. Reiche
Chairman for the
Federal Election Commission

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

m



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Mark Twain Bank Nancy Nathan
(202) 523-4073

SUMMARY OF ALLEGATIONS

The Commission's audit of the Kennedy for President

Committee ("the Committee") revealed that respondent Mark Twain

Bank may have accepted apparently insufficient collateral pledged

for bank loans obtained by the Kennedy for President Committee,

indicating possible violations of 2 U.S.C. S 441b(a) for failure

to comply with 2 U.S.C. S 431(8) (vii) (II) and thereby making

contributions rather than loans.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis
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which assures repayment." 2 U.s.C. S 431(8) (vii) (II); 11 C.F.R.
S l0O.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II)o If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

The auditors noted the following facts indicating possible

S 441b(a) violations:

a. With regard to collateral pledged for a $10,000

loan from the Mark Twain Bank of St. Louis, dated

May 28, 1980, the Committee has said the C.J. Yao

prints did not exist at the time the loan was secured.

b. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 20 prints of the

Rosenbium series ("Solo") pledged for a $10,000 Mark

Twain Bank of St. Louis loan dated May 28, 1980.

Additionally, that Committee representative confirmed

the auditors' conclusion that the C.J. Yao works never

have been printed.
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c. Some descriptions of works donated to the
Committee by artists vary, sometimes substantially,

from descriptions of works by the same artists that

were listed on loan documents. Statements by

Ms. Rosskam to the auditors asserted, however, that

where discrepancies appeared because of variations in

descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

described differently in the Committee brochure and

inventory). It also should be noted that no works by

C.J. Yao were listed in the Committee inventory or

brochure; the Committee admits those works do not

exist.

Because these facts indicate possibly deficient

collateralization of loans referred following the audit, it is

recommended that the Commission find reason to believe Mark Twain

Bank violated 2 U.S.C. S 441b(a).

RECOMMENDATION

1. Find reason to believe the Mark Twain Bank violated 2 U.S.C.
S 441b(a) by making loans to the Kennedy for President
Committee that were not in compliance with the requirements
of 2 U.S.C. S 431(8) (vii) (II).



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1393

Kennedy for President Committee )

• FIRST QUESTIONS

To: Mark Twain Bank
Peter Benoist, President
8820 Lade Road
St. Louis, Missouri 63124

The Federal Election Commission requests that you, as an

officer of the Mark Twain Bank, or your authorized agent having

knowledge of the information sought herein, submit in writing,

under oath, within ten days, responses to the following

questions, related to the following loans obtained by the Kennedy

for President Committee:

Amount of Loan Date

1. $10,000 4/6/80

2. $10,000 5/28/80

1. Relate the description of collateral in the form of art

works given to the Bank by representatives of the Kennedy for

President Committee in applying for the loans.

2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?



1
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4. Please supply any writings between the Committee or its

representatives and the Bank concerning the collateral pledged

for the loans.

'-e

0D

0r



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1393

Kennedy for President Committee )
Robert S. Evans )
Eve Mandelberg)
Chemical Bank of New York )
Mark Twain Bank )
District of Columbia National Bank )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on March 11,

1982, the Commission decided by a vote of 6-0 to take the

-- following actions in MUR 1393:

0
1. Find Reason to Believe the

"- Kennedy for President Committee
~violated 2 U.S.C. S 434(b) (1) and

(2) in failing to include all
oD receipts in its reports to the

Commission.

CD 2. Find Reason to Believe the
Kennedy for President Committee

, O violated 2 U.S.C. S 432(c) (1)
in failing to accurately keep

9 account of all contributions
received.

3. Find Reason to Believe the
Kennedy for President Committee
violated 2 U.S.C. S 441b(a) in
knowingly accepting certain
bank loans violative of 2 U.S.C.
S 441b(a).

(Continued)



CERTIFICATION e OPage 2First General Coune s Report
Dated March 9, 1982
MUR 1393

4. Find Reason to Believe Chemical
Bank (New York), District of
Columbia National Bank, and
Mark Twain Bank (St. Louis)
violated 2 U.S.C. S 441b(a)
by making loans to the Kennedy
for President Committee.

5. Find Reason to Believe the Kennedy
for President Committee violated
2 U.S.C. S 441a(f) in accepting
contributions that exceeded the
individual contributors' limits
under 2 U.S.C. S 441a.

--- 6. Find Reason to Believe Robert S.
Evans violated 2 U.S.C. S 441a by

~making contributions exceeding the
limits imposed by that provision

%" to the Kennedy for President
O Committee.

-- 7. Find Reason to Believe Eve Mandelberg
violated 2 U.S.C. S 441a by making

~contributions exceeding the limits
o) imposed by that provision to the

Kennedy for President Committee.

~Commissioners Aikens, Elliott, Harris, McDonald, McGarry

£and Reiche voted affirmatively in this matter.

Attest:

Date ,'- Marjorie W. Emmons
S'ecretary of the Commission

Received in Office of Commission Secretary: 3-9-82, 11:19
Circulated on 48 hour tally basis: 3-9-82, 4:00



March 9, 1982

MEMORANDUM TO: Marjorie W. Emuons

FRO4: Phyllis A. Kayson

SUBJECT- MUR 1393

Please huee the attached First General Counsel's

Report distributed to the Commis8sion on. a 48 hour tally

/ . basis. Thank you.

/
Attachment

.- ? cc: Nathan

0

q m



SENSITIVE
FEDERAL ELECTION COMMISSION1325 K Street, N.W.washington, D.C. 20463 82MAR 9

FIRST GENERAL COUNSEL 'S REPORT

DATE AND TIME OF TRANSMITTALBY OGC TO THE COMMISSION 3-'-L MUR # 1393STAFF MEMBER:
Nancy Nathan

SOURCE OF MUR: INTERNALLY GENERATED

RESPONDENTS' NAMES: Kennedy for President Committee; Robert S.Evans; Eve Mandelberg; Chemical Bank of New York; Mark Twain
Bank; Distict of Columbia National Bank

RELEVANT STATUTES: 2 U.S.C. SS 431(8) (vii) (II); 432(c)(l);
434(b) (1), (2); 441a; 441a(f); 441b(a)

11 C.F.R. S 103.3(b) (2)

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

None

None

GENERATION OF MATTER

The Commission's final audit report of the Kennedy for

President Committee ("the Committee") included referral of three

matters to the Office of General Counsel. (Attachment 1,

including Exhibits 1-3, summarizing the three matters referred to

OGC) .

SUMMARY OF ALLEGATIONS

The three matters referred to OGC and which are the subject

of this report are:

1) unreported receipts and receipts for which the

Committee has been unable to provide adequate documentation of

41!: 19
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source or receipt, indicating possible violations of 2 U.S.C.

SS 434(b)(l), (2), and (4) and 432(c) (1) and (2)

2) apparently insufficient collateral pledged for five bank

loans obtained by the Committee, indicating possible violations

of 2 U.S.C. S 441b(a) by the banks for failure to comply with

U.S.C. S 431(8) (vii) (II) and thereby making contributions rather

than loans, and a violation of 2 U.S.C. S 441b(a) by the

Committee, for knowingly accepting those illegal contributionsl

and,

3) apparent violations of S 441a individual contribution

limits by Committee contributors and of S 441a(f) by the

Committee, for its acceptance of those excessive contributions.

FACTUAL AND LEGAL ANALYSIS

I. Unreported Receipts

According to the Final Audit Report, the Committee failed to

report receipts totaling $17,500.49.!! Furthermore, the Final

Audit Report indicates that the Committee failed to keep an

account of $l4,583.57.. / The reporting and recordkeeping

omissions stemmed from certain Committee deposits in state and

scheduling accounts. The state accounts were apparently

1/ The auditors reached this conclusion after analyzing the
documentation provided by the Committee in response to the
Interim Audit Report.

2/ The Interim Audit Report requested documentation for receipts
totalling $52,602.79. Legible documentation was submitted for
$38,019.22 in receipts, leaving $14,583.57 undocumented. The
auditors include in the amount undocumented $9,249.50 for which
illegible copies of checks and lists of receipts were submitted.



S-3- 9
maintained for overhead expenses of state offices, and the

scheduling accounts were maintained for the expenses of specific

scheduled events. The audit revealed that $52,602.79 worth of

receipts deposited in state and scheduling accounts had not been

transferred from the Committee's national accounts.

It is recommended that the Commission find reason to believe

the Committee violated 2 U.S.C. S 434(b) (1) and (2) for its

continued failure to report receipts of $17,500.49 in its cash-

on-hand or total receipts figures. It is further recommended

that the Commission find reason to believe the Committee violated

2 U.S.C. S 432(c) (1) for its failure to keep an account of

t - $14,583.57 worth of apparent contributions.2_a/

II. Improper Pledges of Collateral for Bank Loans

O The Interim Audit Report recommended that the Committee file

- amended Schedules C-P disclosing details, including collateral,

for twelve of the total twenty-four loans obtained by the

Committee. The auditors noted, following the Committee's

submission of amended schedules, that the documents on five of

, O the loans raised questions concerning the sufficiency of the

cr9 collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with that

described on five loan documents. For three of the five loans

referred, description of the collateral appearing on the amended

schedules did not agree with the corresponding bank documents'

2a/ The amounts referred to in the final audit report, which
form the basis for the recommendations under Part I, do not
include amounts for which similar findings of reporting and
record-keeping violations were found in MUR 1370.
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descriptions; for the other two loans, no documentation was

provided by the Committee. It appeared that, at least for some

of those loans, the art in question may not physically have

existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S l00.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

~is critical to a determination whether the loans satisfy the

~requirements of S 431(8)(vii)(II). If the rights were not held,

0 and even if they were but the prints had not yet been reproduced,

" the loans could be deemed contributions by the banks to the

Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting

e the banks' contributions that were violative of that provision of

the Act.

(D The auditors noted the following facts indicating the

possible S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document at the

District of Columbia National Bank, with an effective date of

July 29, 1980, and also pledged for a $10,000 loan from the Mark

Twain Bank of St. Louis, dated May 28, 1980, the Committee has

said the C.J. Yao prints did not exist at the time the loan was

secured. (See, Attachment 2, items 3 and 5b). The addendum
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recited where the additional security it listed would be stored.

It remains to be determined whether the "additional security" was

needed before the loan was made, or whether in fact the

collateral listed on the original loan document was sufficient.

b. An examination of Committee records revealed no

indication that works listed in the fund-raising brochure, or

August 13, 1981 inventory of artwork on hand, actually had been

printed.

c. Statements by an employee of the Committee's counsel,

Joann Rosskam, made to auditors on November 7, 1981, confirmed

that certain other pledged works never have been printed. They

~include: 265 Krushenick serigraph prints pledged as partial

~collateral for a $540,000 Chemical Bank of New York loan dated

oMay 2, 1980 (Attachment 2, item #2); 270 Rosenblum serigraph

prints ("Solo") pledged as partial collateral on the addendum for

the $240,000 District of Columbia National Bank loan (Attachment

2, item #3) for which the also-unprinted C.J. Yao works also

cserved as collateral (see supra); 20 prints of the same Rosenblum

9 series ("Solo") pledged fOr a $10,000 Mark Twain Bank of St.

( Louis loan dated May 28, 1980. (Attachment 2, item *5a).

Additionally, that Committee representative confirmed the

auditors' conclusion that the C.J. Yao works never have been

printed (see subsection a, supra). Further, the representative

revealed that an original work by Anuszkiewicz, valued at $9,000,

which Chemical Bank documents show as collateral for an April 23,

1980 loan of $210,000 (Attachment 2, item #1), was not in the

Committee's possession when pledged. It was not clear to the

auditor who spoke with Ms. Rosskam whether the legal rights to
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the Anuszkiewicz work were held by the Committee at that time,

but physical possession had not yet been transferred.

d. Some desriptions of works donated to the Committee by

artists vary, sometimes substantially, from descriptions of works

by the same artists that were listed on loan documents. That is

demonstrated by Attachment 2. Statements by Ms. Rosskam to the

auditors asserted, however, that where discrepancies appeared

because of variations in descriptions, those were insignificant

(i.e., that the bank documents' listings were for the same works

described differently in the Committee brochure and inventory).

It also should be noted that no works by C.J. Yao were listed in

the Committee inventory or brochure; the Committee admits those

works do not exist. (See subsection a, supra).

Because these facts indicate possibly deficient collaterali-

zation of the five loans referred following the audit, it is

recommended that the Commission find reason to believe Chemical

Bank of New York, District of Columbia National Bank, and Mark

Twain Bank of St. Louis violated 2 U.S.C. S 441b(a). Further,

because the facts indicate that the Kennedy for President

Committee may have known that the loans that may represent

illegal contributions by the above-named banks were obtained with

insufficient collateralization, it is recommended that the

Commission find reason to believe the Committee violated 2 U.S.C.

S 441b(a).

III. Individual Excessive Contributions

The Interim Audit Report found that as many as 269

individuals had contributed in excess of $1,000 to the Committee

for an excessive aggregate of $121,468.83. The Committee's

response to the Interim Audit Report provided evidence that many



*-8-

$1,000. See Attachment 4 for the dates and amounts of these

contributions, and of refunds made.

It is recommended that the Commission find reason to believe

that Robert S. Evans and Eve Mandelberg, whose contributions to

the Kennedy for President Committee exceeded their individual

contribution limits, violated 2 U.S.C. S 441a, and that the

Kennedy for President Committee violated 2 U.S.C. S 441a(f) in

knowingly accepting contributions from 182 individuals totalling

$75,092.

RECOMMENDATIONS

1. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 434(b) (1) and (2) in failing to

include all receipts in its reports to the Commission.

2. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. 5 432(c)(l) in failing to accurately

keep account of all contributions received.

3. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441b(a) in knowingly accepting

certain bank loans violative of 2 U.S.C. S 441b(a).

4. Find reason to believe Chemical Bank (New York),

District of Columbia National Bank, and Mark Twain Bank (St.

Louis) violated 2 U.S.C. S 441b(a) by making loans to the Kennedy

for President Committee.
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5. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441a(f) in accepting contributions

that exceeded the individual contributors' limits under 2 U.S.C.

S 441a.

6. Find reason to believe Robert S. Evans violated 2 U.S.C.

S 441a by making contributions exceeding the limits imposed by

that provision to the Kennedy for President Committee.

7. Find reason to believe Eve Mandelberg violated 2 U.S.C.

S 441a by making contributions exceeding the limits imposed by

that provision to the Kennedy for President Committee.

Date /By: K nneth . r
"-- Associate General Counsel

CD Attachments
1. Excerpts from final audit report

"2. Description of loan documents
3. List of excessive contributors and memo from audit division
4. Individuals contributing in excess of $2,000
5 - 10. Letters



Attached are the pertinent excerpts of the finalaudit report on the Kennedy for President Committee
dealing with the three issues referred to the
Office of General Counsel.
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Exhibit 1

Unreported Receipts
A review of funds deposited into the state and schedulingaccounts revealed that 72 deposits made to 23 accounts, totalg3! $52,602.79, were not comprised of funds transferred from thel nnational accounts. The Committee did not maintain any recordswhich indicated the source of these funds nor were the receiptsreported, on the Committee 's disclosure reports. Committee officialsstated .that they would attempt to determine the source of the funds. "

.The interim audit report contained a recommendation :that the"Cqmmttee identify the source of these funds and amend its reportsto include the $52,602. 79 in receipts previously not reported.In response to that recommendation, the Committee provided legiblecopies of deposit tickets and. contributor checks which identified- the source of the funds for $38,019.22. The Committee also providedcopies of deposit tickets for an additional $9,249.50, however, theoaccompanying copies of the microfilmed bank documents (copiesof checks and lists of receipts) were not legible. The Committeetn did not provide any records pertaining to the remaining $5,334.17,however, copies of letters requesting these records from theappropriate banks were provided.
The Audit staff- determined, after reviewing the documents" " noted above, that the Committee has not included in its reports$17,500.49 out of the $52,602.79 in unreported receipts. At leasto3 half of this $17,500.49 is comprised of deposits for which theF Committee had documentation.

eRecommendation
' ...The Audit staff recommends that the Committee's material no-ac complance with the finding be referred to the Office of General n

Counsel.



) 111e 2 of 3

Notwithstanding the minor discrepancies noted above, the
Committee has materially complied with the interim audit report
recommendation for production of the documents and disclosure of
the loans. However, a review of the loan documents provided has
raised a number of questions concerning the collateral on the io'ans.
It appears that artwork was pledged as collateral on loans that may
not have been in existence (a series of prints had not been printed),
or may not have been in the Committee's possession. The collateral
listed on documents relating to five (5) loans included works of
art from six (6) artists (either the original or a series of prints).
However, evidence of the existence of this collateral was not fownd
in the Committee's records. These records consisted of the•.
Committee's brochure which identified artwork used as incentives
*for individual contributions and the Committee's inventory of
artwork on hand as of August 13, 1981. Therefore, the Auait staff"
wak unable to evaluate the adequacy of the collateral for these
loans. For one (1) of the five (5) loans discussed above, a
Committee official stated that the prints were not produced, however,
the Committee owned the original work of art and maintained the right

,' to produce the prints.

~In the Committee's response concerning the placing of a value
t on the artwork for purposes of determining Committee net outstanding

campaign obligations, officials have stated: "The 'appraised value' i
OD of tr'a artwork is the retail value of each print, sold individually,

after the entire series has been sold. While this may be an
"- appropriate approximation of each print's 'worth' to an individual
? recipient, the value of an individual print to the Committee would

be much less. An indication of the magnitude of the reduction in
~value involved is that, in those cases where artwork was used as

collateral for bank loans, loans were only given to the amount of
T 1/3 of the artwork's 'appraised value'." However, for one (1) loan
~the appraised value of the artwork pledged as collateral was equal

to the amount of the loan principal ($240,000). Approximately
? five (5) months after the loan was negotiated additional artwork was

pledged as collateral. The appraised value of the additional
ac. collateral was $154,000; however, this artwork is included in the

discussion above concerning whether the collateral existed at the
time it was pledged. Two (2) other loans obtained through the same
bank were also reported as being secured with artwork, however, these
are the two (2) loans noted above for which no documentation was

"' presented.

Since the Committee has not provided documentation for two (2)
of the loans and the collateral for the third loan does not appear
to' offer sufficient protection to the bank in the case of default
by the Committee, the Audit staff feels that it is necessary to
obtain additional information from the bank in order to determine
whether the loans were made in the normal course of business.



1. Receipt of Contributions Exceeding $1,000 per Person

Section 441a(a) (1) (A) of Title 2 of the United States
Code states, in part, that no person shall make contributions
to any candidate and his authorized committees with respect to
any election to Federal office which, in the aggregate, exceed
$1, 000.

During the threshold audit fieldwork, the Audit staffmade the Commnittee aware that the absence of procedures for handling
possible excessive contributions coul4 result in a material, problem
a the campaign progressed. In the threshold report of the Audit
Division the Audit staff made a recommendation that the Committee
develop procedures to identify and refund excessive contributions
in a timely manner.

During the post primary audit, a review of the Committee's
contribution records and reports filed for the period revealed 269
contributors who had contributed $121,468.83 in excess of theirallowable limitations. Throughout the period audited, the Committee
had attempte'1 to contact the contributors to determine whether a rportion of their contributions could be attributed to a spouse.
However, as of the close of the audit fieldwork, no evidence was •avai.lable to allow for such an attribution for any of the contri-
butors noted above.

The Audit staff recommended in the interim audit reportthat the Committee present documentation that the contributions
are not excessive, have been legally attributed, or the excessive
portions have been refunded to the original contributors.

On May 19, 1981, the Audit staff received the Committee'sresponse to the interim audit report in which the Committee stated:

1. $92,301.83 of the excessive portion of contributionswas in fact not excessive for one of the following reasons:

a. computer error/duplicate line items;

b. NSF checks not deleted from the computer master
file;

c. the excessive portion was refunded subsequent
to the close of the audit fieldwork;



Bank

1I. dbeca1 Bankof New York

2.C2Oenical Bank
of New York

3. District of ColtmbiaNational Bank4 akoi ak

St. Louis, MD

5. Mark Nsi Bank

I~te of
Loan

4/22/80

5/2/80

3/7/80

4/6/80

5/28/80

Auount of
loan

$210,000

$540,000

$240,000

$10,000

$10,000

I~scription on Loan Doc zrents

No .Type

1 acrylic

70 serigraph265 serigraph

170 serigraph
(#11-180)

270 serigraph
(#1-100, #11-80,
#1-100 of edition 300)

40 Lithograph

20 Lithograph
(#81-100)

20
(#181-200)

20
(#181-200)

Litogaph

Lithograph

Title Artist

untitled

SSKII 80
Par Avion

untitled

Solo

Atnuszkiewicz

Daphnis
Krushenick

Yao

Rosenblurn

Rauschenberg

Solo kseblzn

untitled Yao

Nesbitt

:C SC0 1 ' UP

Value

$9,000



Ccvuttee Description(Inventory or Brochure)

NO.

Edition 198

Edition 235
Edition 30

Edition 300
(3 states of
100 each)

Edition 45

Edition 100

Edition 300
(3 states of
100 each)

Edition 200

serigraph

serigraph
serigraph

serigraph

serigraph

phtographs

serigraph

serigraph

CeteedSqae

SSK 80
untitled

Sail

After Homiageto Picasso

Sail

Tulip

Anuszkiewicz

Daphnis
Kruseick

Ioserklun

Rausdhenberg
Rauschenberg

Rosenblzi

Nesbitt

' ( SQ01 1O0 1

Title Artist

0

0



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463r

February 4, 1982

MEMORANDUM

TO: CHARLES N. STEELE
GENERAL COUNSEL

THROUGH- B. ALLEN CLUTTER
STAFF DIRECTOR

FROM: BOB COSTA /

N" SUBJECT: KENNEDY FOR PRESIDENT COMMITTEE
~("THE COMMITTEE") - EXCESSIVE CONTRIBUTIONS

L Attached please find the names of individuals whose
aggregate election-to-date contributions to the Committee

~~exceeded the $1,000 2 U.S.C. 441a (a) (1) (A) contribution "
._ limitation and were not resolved in a timely manner. Per

instructions from your Office, contributions which were excessive

~for a period exceeding 30 days (from the time of receipt of the

excessive portion), with the exception of those resolved by the

0 Committee prior to the fieldwork review, are included in this
~referral. There were a total of 182 individuals who contributed

$75,092 in excess of their limits that meet this criteria (see

~Attachment).

~It should be noted that exact dates of disposition are
oc available for those contributions that have been refunded or

transferred to charity only. Dates of "attribution" were not
readily available for those excessives resolved through

attribution to another contributor. The Committee sent cover
letters accompanied by attribution forms to the contributors
which were to be completed and returned. In most cases, only the

attribution forms were available for review. The forms provided

for the signature of the person to whom the contribution, or
excessive portion thereof , was to be attributed, but not for the

date of attribution.



' 0
MEMORANDUM TO CHARLES N. STEELE
Page 2

The preliminary list of excessive contributions was providedto the Committee at the exit conference on February. 5, 1981. A
review of the dates of receipt of the excessive contributions
indicates that the latest excessive was received on October 9,
1980. Therefore, it can be concluded that all excessive
contributions in this referral were outstanding for at least four
months.

If you have any questions concerning this matter, please
contact Kevin McFadden on extension 3-4155.

Attachment as stated

(0b~

m



Attachment3

Kennedy For PresidentExcessive Contributions

Contributor

Wallace
Alber tson

(Mr.) Avis
Anagnos

John M.
Anderson

Donald E.
Axinn

William G.Barry

Mary Ann
S Beeneche

"" Roger
Berlind

C), Floyd Bloss

" William J.
Boland

MOr ton
Downey

James
Drilias

Ed
Edmund son

Neil Ellis

Anna Eshoo

Elect ion-To
Date Total

$1,030

1,850

1,250

1,060

1,750

1,050

1,200

1,050

1,500

1,750

1,100

1,025

1,500

1,150

Date of
Excessive (s)

6/27/80

4/16/80

10/9/80

12/19/79

3/30/80

3/3/80

7/21/80

4/10/80

7/3o0/8o0

2/11/80

3/18/80

8/20/80

3/24/80

8/18/80

Disposition 2/L

6/2 3/81

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess to charity
9/28/81

excess refunded
6/19/81

excess to charity
9/28/81

"attribution"

"attribution"

"attribution"

i/ "if more than one excessive contribution made, date is dateof first excessive (portion).
2/ see cover memo regarding attributions and the absence of

dates of disposition.

AOvt- lc4 13
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Kennedy For PresidentExcessive Contributions

Contributor

Robert S.
Evans

Louis
Farina

Bill Farley

Christina
Faro

L J. E.Fernandes

S Norma Filner

' Harry Finkel

Mrs. Randolph
=r Fiore

C James
__ Flanagan

Mrs. A. G.
Fordyce

John Frank

Charles
Frazier, Jr.

Elect ion-To
Date Total

$3,554

1,100

1,850

1,500

1,550

2,000

1,250

1,500

1,200

1,100

1,250

1,140

Date of
Excessive(s) 1/

4/4/80

3/6/80

2/21/80

2/25/80

3/10/80

2/15/80

3/19/80

2/22/80

3/14/80

6/6/80

2/12/80

3/13/80

Disposition 2/

500 "attribution"2,054 to charity
12/18/81

excess refunded
6/8/81

*attr ibut ion"

excess refunded

6/8/81

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"m

i/ if more than one excessive contribution made, date isdate of first excessive (portion).
2/ see cover memo regarding attributions and the absence of

dates of disposition.
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Contributor

Dominic
Frontiere

Vincent Gallo

James
Gar r ity

John Geary

Thomas Geary

David
Ginsburg

Betty Gosman

Nicholas
Gouletas

Mary Ellen
Grossman

Thomas Had ican

Gertrude
Hamilton

Susan
Haretakis

John Harris

George
Hartzog, Jr.

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s) i/

$2,000

1,875

1,100

2,000

1,700

1,300

1,750

2,000

1,250

2,000

1,100

1,100

1,250

1,900

5/2/80

4/25/80

3/20/80

3/6/80

3/14/80

1/22/80

4/25/80

5/5/80

6/2/80

7/8/80

5/27/80

4/22/80

4/30/80

2/6/80

Disposition2/

"attr ibut ion"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess refunded
11/12/80

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2 "see cover memo regarding attributions arnd the absence of
dates of disposition.
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Contributor

Burton Haas

Daphne
Hatsopoulos

Kenneth
Hayash i

Ellen
Hirsch

Walter
, Hoffelder

-" Fred Hofheinz

Karen Horst

James Inglis

Alice Irwin

CD Joseph Iseman

'7 Nick Kanis

CPhillip Kay

Teresa
Keeman

Michael Kent

John Kim

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive (s) L/
$1,250 2/5/80

2,000

1,500

1,060

1,200

1,250

1,100

1,150

1,100

1,015

1,050

2,000

1,025

1,450

1,250

7/3 1/8 0

5/15/80

8/22/80

3/14/80

1/29/80

2/7/80

4/28/80

2/4/80

3/13/80

3/3/80

4/1/80

7/10/80

2/28/80

3/24/80

Disposition 2/

"attribution"

"attribution"

excess to
charity 9/28/81

excess refunded
6/8/81

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
9/25/81

excess to
charity 9/28/81

I/ if more than one excessive contribution made, date is date
of first excessive (portion).o

2/L see cover memo regarding attributions and the absence of
dates of disposition.



of the apparent excessive contributions were due to computer

errors, insufficient funds checks, or improper attributions by

the Committee. The Audit Division has reviewed the Committee's

response as well as subsequent information provided by the

Committee. It;now appears that 182 contributors exceeded the

$1,000 limit and did not receive a refund or reattribute the

contribution within 30 days, and did not receive a refund or

reattribute their contributions until after the field audit was

concluded. (See Attachment 3). 3_/ The total amount of excessive

contributions from these individuals was $75,092.4!

__. In fact, there are

two contributors whose excess contributions amount to more than

3/ *In previous HU~s dealing with excessive contribution receipts

by the 1980 presidential campaigns, the Commission has proceeded
against the committee involved for accepting excessive
contribuions only with regard to the excessive contributions not
shown to have been refunded or reattributed within 30 days. Se
11 C.F.R. S 103.3(b) (2).

4_/ At the time of the referral of this matter to the Office of
General Counsel, the Committee had yet to give adequate evidence
of a refund or attribution for 122 contributors representing an
aggregate excessive amount of $48,817. As of October 6, 1981,
only 11 contributions had not been shown to have been corrected.
It must be observed, however, that these efforts to correct the
violations have come about as a result of the audit process and
are occurring many months after the excessive amounts were
received.
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Contributor

Harry Kraut

Vance Krites

David Kurt

Steve Lagos

Modesto
Lan zone

Jose Lastra

Felicite
Latane

Michael
Latronica

Victoria
Lawford

Beatrice
Lawson

Irving Lazar

(Mr.) S. M.
Lazarus

Jerry Brown

Kennedy For PresidentExcessove Contr ibutions

Election-To Date of
Date Total Excessive(s) 1/

$1,200
1,250

1,275

1,100

1,200

1,305

1,025

1,400

1,020

1,500

1,200

1,050

2,015

3/24/80

4/16/80

3/26/80

1/7/80

9/17/80

5/23/80

8/20/80

3/14/80

3/25/80

2/7/80

2/8/80

5/23/80

4/18/80

Disposition j/

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

"attr ibut ion"

"attribution"

*attr ibut ionm

excess refunded
6/8/81

excess to
charity 6/23/81

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

John Burgis

Francis Burke

William Burke

Joseph
Campanell i

John Campbell

Hiram
Cancio

Irwin Cantor
tf,

Frank Capaldi

_. Joseph
Carabetta

Thomaso Cargill, Jr.

" John
Catabaan

Verdie
€0 Chase

Eliot
Cher tok

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,500 5/15/80

1,500 2/21/80

2,000 7/15/80

2,250

2,000

1,200

1,060

1,500

1,500

1,200

1,050

1,200

1,250

1/16/80

1/29/80

2/11/80

12/19/79

2/21/80

._3/24/80

2/28/80

8/7/80

4/24/80

2/22/80

Disposition 2/L
"attribution"

"attribution"

"attribution"

"attribution"

"attr ibut ion"

excess refunded
6/8/81

"attribution"

"attribution"

"attribution"

"attribution m

excess to
charity
6/23/81

excess refunded
6/8/81

"attribution"

iL if more than one excessive contribution made, date is.date
of first excessive (portion).

2 see cover memo regarding attributions arnd the absence of
dates of disposition.
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Contributor

Giraud Chester

"Josephine Chin

Franklin Chou

Andrew Cogan

Susanne Cohn

John
Conners, Jr.

Vasa
Cubaleski

George Cullen

(Dr.) L. Rodger
Currie

Jan Cushing

Charles Daly

Kate Day

R.Villasenor
Der ivas

Michael
Dewey

Rosemar ie
Dooley

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) I/

$1,100 7/21/80

1,850 2/21/80

1,250 5/28/80

1,050

1,300

2,000

1,600

1,100

2,000

1,050

1,125

1,100

1,225

1,335

1,575

3/13/80

5/16/80

7/15/8 0

4/16/80

3/14/80

7/15/80

4/28/80

3/14/80

7/30/80

3/4/80

8/8/80

2/22/80

Disposition 2/
"attribution"

"attribution"

excess to
charity 9/28/81

"attribution"

"attribution"

"attribution"

excess refunded
6/23/81

excess refunded
6/8/81

excess to
charity
12/18/81

"attribution"

"attribution"

excess to
charity 9/28/81

excess refunded
6/8/81

excess refunded
6/23/81

excess refunded
6/8/81

l if more than one excessive contribution made, date is date
of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

Joseph Raun

Joseph Reber

Dixon Renear

Marilyn
Richards

Donald Rodman

Frank
Romano, Jr.

Gregg Rose

Carl Rosen

Arthur Ross

Robert Roth

V.Henry
Rothschild

Vera Rubin

SebastianRugger i

Charles
Rummel

Kennedy For PresidentExcessive Contr ibutions

Election-To Date of
Date Total Excessive(s) 1/

$1,020 3/21/80

1,125 8/20/80

1,500 8/5/80

1,250

2,000

1,350

1,250

2,000

1,500

1,125

1,100

1,425

1,750

1,500

2/22/80

7/7/80

3/5/80

9/26/80

4/18/80

8/7/80

12/21/79

2/5/80

7/18/80

2/29/80

12/13/79

Disposition2j

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess to
charity 9/28/81

"attribution"

"attribution"

i/ if more than one excessive contribution made, date is .date
of first excessive (portion).]

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contr ibutor

David Rust

Henry Schiro

Michael Segal

John Sevcik

Gerald Shea

Robert Sheehan

t Arnold Shevin

OD Isaac Shih

" Joan Shih

Richard Skiar
0D

Raymond Smith

Leonard Tuft

Michael Vallas

Harold Vicente

Sei-Mei Wang

Jacob Weglarz

Stephen Wilden

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,750 4/18/80

1,100

2,000

1,200

1,200

1,250

1,500

1,200

1,260

1,100

2,000

1,050

1,800

1,250

1,100

2,000

1,500

6/3/80

3/6/80

3/6/80

6/9/80

6/10/80

5/6/80

7/21/80

4/29/80

7/14/80

5/5/80

8/20/80

1/29/8 0

3/14/80

8/7/80

3/19/80

2/11/80

Disposition2/L
excess to
charity 6/23/81

excess refunded
6/8/81

"attribution"

"attribution"

"attribution"

excess refunded
3/25/81

"attr ibutioni"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

"attribution"

I/ if more than one excessive contribution made, date is date
•'of first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.
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Contributor

James Whitmore

Edna Williams

Rosalie Wilson

Gow Sue Wong

Reginald Wong

Jane
Wr ightsman

Andrew
Zamparelli

Burton Zien

Richard Len

Marcia Levine

Wayne Lewis

Stephen
Lombardo, Jr.

Guillermo
Maldonado

Eve
Mandelberg

Fred Mangone

W. B. Maren

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) j/

$1,100 2/21/80

2,000 2/19/80

2,000

1,150

1,600

2,000

1,100

1,200

1,200

1,050

1,500

1,200

1,300

2,700

1,200

1,050

4/30/80

2/21/80

2/25/80

2/11/80

7/31/80

8/20/80

4/18/80

5/30/81

2/14/80

3/6/80

3/10/80

4/22/80

7/30/80

1/28/80

Disposition2/~

"attribution"

excess refunded
6/8/81

"attribution"

"attribution".

"attribution"

excess refunded

6/8/81

"attribution"

"attr ibut ion"

"attribution m

"attribution m

"attribution"

excess refunded

6/8/81

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

i/ if more than one excessive contribution made, date is date
of first excessive (portion).

2/{ see cover memo regarding attributions and the absence of
dates of disposition.

tn

0

C:
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Contributor

Laurie
Mar sland

Edward
Mauldin

Phil Lehr

Priscilla
McMillan

Margaret Miller

Craig Moon

Alice Morris

Charles

Moses ian

Thomas Mount

(Mr.) L. T.
Murphy

Martin
Murphy

(Ms.) Cressey
Nakagawa

Emilio Naranjo

Marianne Nestor

Kennedy For PresidentExcessive Contributions

Election-To Date of
Date Total Excessive(s) i/

$1,250

1,241

1,250

1,300

1,815

1,075

1,275

1,100

1,125

1,100

2,000

1,250

1,200

1,060

2/26/80

7/29/80

9/26/80

3/31/80

6/2/80

5/23/8 0

5/27/80

4/18/80

9/25/80

8/20/80

2/22/80

9/26/80

5/20/80

12/14/79

Disposition 2/

"attribution"

"attribution"

"attribution"

excess refunded
6/8/81

"attribution"

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

"attribution"

excess refunded
6/15/81

excess refunded
6/8/81

"attribution"

"attribution"

i/ if more than one excessive contribution made, date is date
of.first excessive (portion).

2/ see cover memo regarding attributions and the absence of
dates of disposition.

tbJ

'i-,

0D
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Kennedy For PresidentExcessive Contributions

Contr ibutor

Daniel
O'Connell

Leonard
Pabich

Dr. Christos
Papatheodorou

W. J. Payes

-- Endicott
Peabody

S Douglas
Pendleton

John Perkins

LoannisAlafoyiannis

0D
Frank Kelley

Nancy Korman

'" ClaudeLopiccolo

Thomas McAiley

Ronald
Schleppy

Mary
Walker

Elect ion-ToDate Total

$2,000

1,060

1,200

2,000

1,125

1,250

1,100

1,500

1,101

1,175

2,000

1,190

2,000

1,931

Date ofExcessive(s) I/

2/4/80

2/8/80

1/28/80

12/13/79

8/20/80

7/7/80

not available

4/15/80

5/12/80

5/23/80

3/6/80

3/25/80

1/15/80

4/20/80

Disposition 31

"attribution"

excess refunded
6/8/81

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

"attribution"

"attribution"

excess to
charity 9/28/81

"attribution"

"attribution"

"attribution"

"attribution"

excess to
charity 6/15/81

excess refunded
6/8/81

IL if more than one excessive contribution made, date is dateof first excessive (portiOn).o
2/ see cover memo regarding attributions and the absence of

dates of disposition.
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Kennedy For PresidentExcessive Contributions

Contributor

Walter
Beineche, Jr.$

Geoffrey
•Prentiss

Craig
Prouty

LeoRacine

G. Robert
" Randazzo

Louis Camilli

Dione
S Bail

"- Michael
-Flaherty

Elect ion-To
Date Total

2,000

1,800

1,200

1,060

1,500

1,250

1,050

1,010

CD Patricia Beaver 1,450

" Katherine
C. Kelley

. Edward
Flaherty

2,000

1,200

Date ofExcess ive (s) 1/

4/16/80

4/10/80

4/18/80

12/13/79

2/25/80

2/20/80

9/8/80

7/31/80

7/31/ 80

5/8/80

7/31/80

Disposition 2/

"attribution"

excess refunded
6/8/81

excess refunded
6/8/81

excess refunded
6/8/81

excess to
charity 9/28/81

"attr ibut ion"

excess refunded

6/8/81

"attribution"

"attribution"

"attribution"

"attribution"

Grand Total $257,092
Combined
Contribution
Limit
(182 x $1000) (182,000)

Total
Contributions$ 75,092
In Excess of ___

Limits

i/ if more than one excessive contribution made, date isof first excessive (portion).
2/ see cover memo regarding attributions and the absence

dates of disposition.

date
of

r~c~i~IL&o.AJ 3.
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Attachment 4: Individuals Who Contributed to the

Kennedy for President Committee in Excess of $2,000

Name

Robert S. Evans

Eve Mandelberg

Total Contributions Amount in Excess

$3,554* $2,054
Date of Excessive:

4/4/80
$500 reattributed to another
$2,054 deposited in escrow

by Committee 9/25/81

$2,700 $1,700
Date of Excessive:

4/22/ 80
Excess refunded 6/8/81

*Includes in-kind contribution of $1,904.
9

If)



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 204b3

William Oldaker, Esquire
1050 Seventeenth Street, N.W.
Washington, D.C. 20036

RE: MUR 1393

Dear Mr. Oldaker:

On , 1982, the Federal Election Commission
determined that there is reason to believe that the Kennedy for
President Committee violated 2 U.S.C. SS 434(b) (1), 434(b) (2),
432(c) (1) , 441a(f) and 441b(a) , provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"). The

~General Counsel's factual and legal analysis, which formed a
basis for the Commission's finding, is attached for your

' information.

tn Under the Act, the Committee has an opportunity to
O demonstrate that no action should be taken against it. Please

submit any factual or legal materials which you believe are
-- relevant to the Commission's consideration of this matter.

Additionally, please submit answers to the enclosed questions
" within ten days of your receipt of this letter. (Statements
C should be submitted under oath).

- In the absence of any additional information which
demonstrates that no further action should be taken against the

~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 reason to believe.
See 11 C.F.R. S 111.18(d).

If the Committee intends 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.



LetertoWilia O~cr
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

t Enclosures
~General Counsel's Factual and Legal Analysis

Procedures
-- Designation of Counsel Statement

CT



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1393

Kennedy for President )
Committee )

FIRST QUESTIONS

To: William Oldaker, Treasurer
Kennedy for President Committee
1050 Seventeenth Street, N.W.
Washington, D.C.

The Federal Election Commission requests that you, as

treasurer of the Kennedy for President Committee, or your*

authorized agent having knowledge of the information sought

herein, submit in writing, under oath, within ten days, responses

to the following questions. Questions refer to five loans

obtained by your Committee from the following banks on the dates

indicated:

Bank Amount Date

1. Chemical Bank of New York $210,000 4/22/80
2. Chemical Bank of New York $540,000 5/2/80
3. District of Columbia

National Bank $240,000 3/7/80
4. Mark Twain Bank $ 10,000 4/6/80
5. Mark Twain Bank $ 10,000 5/28/80

1. For each of the five loans listed above, relate the

information given bank officials by the Committee's

representatives, before the loan documents were signed, in

describing the collateral pledged.

2. For each of the art works series pledged for the five loans

in question, please state when reproductions were made, how many

were made, and the costs of reproduction.



0 0
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3. For each of the art works series pledged for the five loans
in question, on what dates did the Committee learn that the

donated works had not yet been reproduced?

4. Please state what information concerning the number of
reproductions existing, the reproduction rights to each of the
art works pledged, and the costs associated with reproduction,

was given to the banks listed above by the Committee before and
after the loan documents were signed, and state when the

information was given.

5. For each of the loans listed above, on what dates did

Committee representatives inform officials of the bank involved

that prints of the pledged works did not exist?
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER (S) & TEL NO.

Respondent Kennedy for President Nancy Nathan
Committee (202) 523-4073

SOURCE OF MUR: I NT ER N AL LY G EN ER ATE D

SUMMARY OF ALLEGATIONS
The three matters referred to the Office of General Counsel

are:

1) unreported receipts and receipts for which the

-, Committee has been unable to provide adequate documentation of

O source or receipt, indicating possible violations of 2 U.S.C.

o SS 434(b) (1), (2), and (4) and 432(c)(1)'and (2); '

-- 2) apparently insufficient collateral pledged for five
~bank loans obtained by the Committee, iniicating possible"

C violations of 2 U.S.C. S 441b(a) by the banks for failure to

comply with U.S.C. S 431(8) (vii) (II) and thereby making

~contributions rather than loans, and a violation of 2 U.S.C. S

c 441b(a) by the Committee, for knowingly accepting those illegal

contributions; and,

3) apparent violations of S 441a individual

contribution limits by Committee contributors and of S 441a(f) by

the Committee, for its acceptance of those excessive

contributions.



FACTUAL AND LEGAL ANALYSIS

I. Unreported Receipts

According to the Final Audit Report, the Committee failed to

report receipts totaling $17,500.49.l/ Furthermore, the Final

Audit Report indicates that the Committee failed to keep an

account of $14,583.57.2/ The reporting and recordkeeping

omissions stemmed from certain Committee deposits in state and

scheduling accounts. The state accounts were apparently.

maintained for overhead expenses of state offices, and the

scheduling accounts were maintained for the expenses of specific

-, scheduled events. The audit revealed that $52,602.79 worth of

ff receipts deposited in state and scheduling accounts had not been

t'3 transferred from the Committee's national accounts.

"- It is recommended that the Commission find reason to believe

the Committee violated 2 U.S.C. S 434(b) (1) and (2) for its

continued failure to report receipts of $17,500.49 in its cash-

c on-hand or total receipts figures. It is further recommended

~that the Commission find reason to believe the Committee violated

€ 2 U.S.C. S 432(c) (1) for its failure to keep an account of

1/ The auditors reached this conclusion after analyzing the
documentation provided by the Committee in response to the
Interim Audit Report.

2/ The Interim Audit Report requested documentation for receipts

totalling $52,60Z.79. Legible documentation was a submitted for
$38,019.22 in receipts, leaving $14,583.57 undocumented. The
auditors include in the amount undocumented $9,249.50 for which
illegible copies of checks and lists of receipts were submitted.
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$14,583.57 worth of apparent contributions. 2_a/

II. Improper Pledges of Collateral for Bank Loans

The Interim Audit Report recommended that the Committee file.

amended Schedules C-P disclosing details, including collateral,

for twelve of the total twenty-four loans obtained by the

Committee. The auditors noted, following the Committee's

submission of amended schedules, that the documents on five of

the loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on five loan documents. For three of the five loans

referred, description of the collateral appearing on the amended

schedules did not agree with the corresponding bank documents'

descriptions; for the other two loans, no documentation was

provided by the Committee. It appeared that, at least for some

of those loans, the art in question may not physically have

existed at the time pledged.

2a/ The amounts referred to in the final audit report, which form
the basis for the recommendations under Part I, do not include
amounts for which similar findings of reporting and record-
keeping violations were found in MUR 1370.



In pertinent part, the Act defines loans that are exempt :

from the definition of "contribution" as those made "on a basis .

which assures repayment." 2 U.S.c. S 431(8) (vii) (II); 11 C.F.R.

S l00.8 (a) (12) . There is a question whether the Committee i

obtained express agreement from the contributing artists for i

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans could be deemed contributions by the banks to the

Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting

the banks' contributions that were violative of that provision of

the Act.

The auditors noted the following facts indicating the

possible S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document at the

District of Columbia National Bank, with an effective date of

July 29, 1980, and also pledged for a $10,000 loan from the Mark

Twain Bank of St. Louis, dated May 28, 1980, the Committee has

said the C.J. Yao prints did not exist at the time the loan was

secured. (See Attachment 1, items 3 and 5b). The addendum

recited where the additional security it listed would be stored.
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It remains to be determined whether the "additional security" was

needed before the loan was made, or whether in fact the :

collateral listed on the original loan document was sufficient. i

b. An examination of Committee records revealed no

indication that works listed in the fund-raising brochure, or

August 13, 1981 inventory of artwork on hand, actually had been i

printed.

c. Statements by an employee of the Committee's counsel, i

Joann Rosskam, made to auditors on November 7, 1981, confirmed

that certain other pledged works never have been printed. They i

~~include: 265 Krushenick serigraph prints pledged as partial i

~collateral for a $540,000 Chemical Bank of New York loan dated

May 2, 1980 (Attachment 1, item 12); 270 Rosenblum serigraph

. prints ("Solo") pledged as partial collateral on the addendum for

oD the $240,000 District of Columbia National Bank loan (Attachment

" 1, item 13) for which the also-unprinted C.J. Yao works also

~served as collateral (see subsection a, supra); 20 prints of the

same Rosenblum series ("Solo") pledged fOr a $10,000 Mark Twain

C Bank of St. Louis loan dated May 28, 1980. (Attachment 1, item

ISa). Additionally, that Committee representative confirmed the

auditors' conclusion that the C.J. Yao works never have been

printed (see subsection a, supra). Further, the representative

revealed that an original work by Anuszkiewicz, valued at $9,000,

which Chemical Bank documents show as collateral for an April 23,

1980 loan of $210,000 (Attachment 1, item 11) , was not in the
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Committee's possession when pledged. It was not clear to the

auditor who spoke with Ms. Rosskam whether the legal rights to

the Anuszkiewicz work were held by the Committee at that time,

but physical possession had not yet been transferred.

d. Some descriptions of works donated to the Committee by

artists vary, sometimes substantially, from descriptions of works

by the same artists that were listed on loan documents. That is

demonstrated by Attachment 1. Statements by Ms. Rosskam .to the

auditors asserted, however, that where discrepancies appeared

because of variations in descriptions, those were insignificant

(i.e., that the bank documents' listings were for the same works

described differently in the Committee brochure and inventory).

It also should be noted that no works by C.J. Yao were listed in

the Committee inventory or brochure; the Committee admits those

works do not exist. (See subsection a, supra).

Because these facts indicate possibly deficient collaterali-

zation of the five loans referred following the audit, and because the

facts indicate that the Kennedy for President Committee may have known

that the loans by the above-named banks were obtained with

insufficient collateralization, it is recommended that the Commission

find reason to believe the Committee violated 2 U.S.C. S 441b(a).
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III. Individual Excessive Contributions

The Interim Audit Report found that as many as 269 individuals

had contributed in excess of $1,000 to the Committee for an excessive

aggregate of $121,468.83. The Committee's response to the Interim

Audit Report provided evidence that many of the apparent excessive

contributions were due to computer errors, insufficient funds checks,

or improper attributions by the Committee. The Audit Division has

reviewed the Committee's response as well as subsequent information

provided by the Committee. It now appears that 182 contributors

- exceeded the $1,000 limit and did not receive a refund or

~reattribute the contribution within 30 days, and did not receive

LN a refund or reattribute their contributions until after the field

0 audit was concluded. (See Attachment 2).V/ The total amount of

excessive contributions from these individuals was $75,092.±/

C
F 3/ In previous MURs dealing with excessive contribution receipts by

the 1980 presidential campaigns, the Commission has proceeded against
othe committee involved for accepting excessive contribuions only with

regard to the excessive contributions not shown to have been refunded
rO or reattributed within 30 days. See 11 C.F.R. S 103.3(b) (2).

cr 4/ At the time of the referral of this matter to the Office of
General Counsel, the Committee had yet to give adequate evidence of a
refund or attribution for 122 contributors representing an aggregate
excessive amount of $48,817. As of October 6, 1981, only 11
contributions had not been shown to have been corrected. It must be
observed, however, that these efforts to correct the violations have
come about as a result of the audit process and are occurring many
months after the excessive amounts were received.
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It is recommended that the Commission find reason to believe that the .

Kennedy for President Committee violated 2 U.S.C. 5 441a(f) in

knowingly accepting contributions from 182 individuals totallingi i

$75,092." f

RECOMME NDAT IONS~i

1. Find reason to believe the Kennedy for President Committee

violated 2 U.S.C. S 434(b) (1) and (2) in failing to include all :i

receipts in its reports to the Commission. i

2. Find reason to believe the Kennedy fOr President

Committee violated 2 U.S.C. S 432(c) (1) in failing to accurately keep i

acon fall contributions received. i

3. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441b(a) in knowingly accepting

certain bank loans violative of 2 U.S.C. S 441b(a).

4. Find reason to believe the Kennedy fOr President

Committee violated 2 U.S.C. S 441a(f) in accepting contributions

that exceeded the individual contributors' limits under 2 U.S.C.

S 441a.



* FEDERAL ELECTION COMMISSIONU.WASHINCTON, D.C. 20463

Mark Twain Bank
Peter Benoist, President
8820 Ladue Road
St. Louis, Missouri 63124

RE: MUR 1393

Dear Mr. Benoist:

On , 1982, the Federal Election Commission
determined that there is reason to believe that your bank
violated 2 U.S.C. S 441a, a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The General

~Counsel's factual and legal analysis, which formed a basis for
• the Commission's finding, is attached for your information.

U'? Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. Please submit any factual

o or legal materials which you believe are relevant to the
Commission's consideration of this matter. Additionally, please
submit answers to the enclosed questions within ten days of your

~receipt of this letter. (Statements should be submitted under
oath. )

0
In the absence of any additional information which

~demonstrates that no further action should be taken against you,
cthe 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 a
~violation has occurred. See 1i C.F.R. S 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.

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.
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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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

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

AV\Q~ Q-~ 2~f I



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1393

Kennedy for President Committee )

FIRST QUESTIONS

To: Mark Twain Bank
Peter Benoist, President
8820 Lade Road
St. Louis, Missouri 63124

The Federal Election Commission requests that you, as an

*officer of the Mark Twain Bank, or your authorized agent having

knowledge of the information sought herein, submit in writing,

under oath, within ten days, responses to the following

questions, related to the following loans obtained by the Kennedy

for President Committee:

Amount of Loan Date

1. $10,000 4/6/80

2. $10,000 5/28/80

1. Relate the description of collateral in the form of art

works given to the Bank by representatives of the Kennedy for

President Committee in applying for the loans.

2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?
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4. Please supply any writings between the Committee or its !.

representatives and the Bank concerning the collateral pledged

for the loans.



FEDERAL ELECTION COMMISSION i

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Mark Twain Bank Nancy Nathan
(202) 523-4073

SUMMARY OF ALLEGATIONS

The Commission's audit of the Kennedy for President

Committee ("the Committee") revealed that respondent Mark Twain

Bank may have accepted apparently insufficient collateral pledged

for bank loans obtained by the Kennedy for President Committee,

indicating possible violations of 2 U.S.C. S 441b(a) for failure

to comply with 2 U.S.C. S 431(8) (vii) (II) and thereby making

contributions rather than loans.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

kj-~~ 7
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which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S l0O.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

-- the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

~would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

_. The auditors noted the following facts indicating possible

o S 441b(a) violations:

"a. With regard to collateral pledged for a $10,000

~loan from the Mark Twain Bank of St. Louis, dated

May 28, 1980, the Committee has said the C.J. Yao

prints did not exist at the time the loan was secured.

b. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 20 prints of the

Rosenblum series ("Solo") pledged for a $10,000 Mark

Twain Bank of St. Louis loan dated May 28, 1980.

Additionally, that Committee representative confirmed

the auditors' conclusion that the C.J. Yao works never

have been printed.
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c. Some descriptions of works donated to the

Committee by artists vary, sometimes substantially,

from descriptions of works by the same artists that

were listed on loan documents. Statements by

Ms. Rosskam to the auditors asserted, however, that

where discrepancies appeared because of variations in

descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

described differently in the Committee brochure and

inventory). It also should be noted that no works by

~C.J. Yao were listed in the Committee inventory or

tn brochure; the Committee admits those works do not

0 exist.

Because these facts indicate possibly deficient

collateralization of loans referred following the audit, it is

- recommended that the Commission find reason to believe Mark Twain

~Bank violated 2 U.S.C. S 441b(a).

' RECOMMENDATION

1. Find reason to believe the Mark Twain Bank violated 2 U.S.C.
S 441b(a) by making loans to the Kennedy for President
Committee that were not in compliance with the requirements
of 2 U.S.C. S 431(8) (vii) (II).



I FEDERAL ELECTION COMMISSION
. WASHINGTON. D C 20463

Chemical Bank of New York
Norborne Berkeley, Jr., President
277 Park Avenue
New York, New York 10017

RE: MUR 1393

Dear Mr. Berkeley:

On , 1982, the Federal Election Commission
determined that there is reason to believe that your bank
violated 2 U.S.C. S 441a, a provision of the Federal Election

i- Campaign Act of 1971, as amended ("the Act"). The General
Counsel's factual and legal analysis, which formed a basis for

. the Commission's finding, is attached for your information.

t Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. Please submit any factualO or legal materials which you believe are relevant to the

- Commission's consideration of this matter. Additionally, please
submit answers to the enclosed questions within ten days of your

~receipt of this letter. (Statements should be submitted under
oath.)

- In the absence of any additional information which
demonstrates that no further action should be taken against you,

C 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

D conciliation prior to a finding of probable cause to believe a
violation has occurred. See 11 C.F.R. S 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.

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.



Letter to Norborne Bereley ....
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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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

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

A~L~M~t 7~2~,j7
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
} MUR 1393

Kennedy for President Committee )

FIRST QUESTIONS

To: Chemical Bank of New York
Norborne Berkeley, Jr., President
277 Park Aveniue
New York, New York

The Federal Election Commission requests that you, as an

officer of the Chemical Bank, or your authorized agent having

knowledge of the information sought herein, submit in writing,

under oath, within ten days, responses to the following questions,

~related to the following loans obtained by the Kennedy for

SO President Committee:

O Amount of Loan Date

1. $210,000 4/22/80

2. $540,000 5/2/80
C

1. Relate the description of collateral in the form of art

works given to the Bank by representatives of the Kennedy for

S President Committee in applying for the loans.

' 2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?



4. Please supply any writings between the Committee or its

representatives and the Bank concerning the collateral pledged for

the loans.



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Chemical Bank of Nancy Nathan
New York (202) 523-4073

SUMMARY OF ALLEGATIONS

The Commission's audit of the Kennedy for President

Committee ("the Committee") revealed that respondent Chemical

Bank accepted apparently insufficient collateral pledged for two

bank loans obtained by the Kennedy for President Committee ("the

Committee"), indicating possible violations of 2 U.S.C. S 441b(a)

for failure to comply with 2 U.S.C. S 431(8) (vii) (II) and

thereby making contributions rather than loans.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S 100. 8(a) (12) . There is a question whether the Committee
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obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8) (vii) (II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

The auditors noted the following facts indicating possible

S 441b(a) violations: !

a. An examination of Committee records revealed no

evidence that works listed in the fundraising brochure,

or August 13, 1981 inventory of artwork on hand,

actually had been printed.

b. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 265 Krushenick

serigraph prints pledged as partial collateral for a

$540,000 Chemical Bank of New York loan dated May 2,

1980. Further, the representative revealed that an

original work by Anuszkiewicz valued at $9,000, which
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Chemical Bank documents show as collateral for an !

April 23, 1980 loan of $210,000, was not in the

Committee's possession when pledged. It was not clear

to the auditor who spoke with Ms. Rosskam whether the

legal rights to the Anuszkiewicz work were held by the

Committee at that time, but physical possession had not

yet been transferred.

c. Some descriptions of works donated to the

Committee by artists vary, sometimes substantially,

from descriptions of works by the same artists that

were listed on loan documents. Statements by

Ms. Rosskam to the auditors asserted, however, that

where discrepancies appeared because of variations in

descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

described differently in the Committee brochure and

inventory).

Because these facts indicate possibly deficient

collateralization of loans referred following the audit, it is

recommended that the Commission find reason to believe Chemical

Bank of New York violated 2 U.S.C. S 441b(a).

RECOMMENDATION

1. Find reason to believe the Chemical Bank of New York
violated 2 U.S.C. S 441b(a) by making loans to the Kennedy
for President Committee that were not in compliance with the
requirements of 2 U.S.C. 5 431(8) (vii) (II).



•FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

D.C. National Bank
Thomas Condit, President
1801 K Street, N.W.
Washington, D.C. 20006

RE: MUR 1393

Dear Mr. Condit:

On , 1982, the Federal Election Commission
determined that there is reason to believe that your bank
violated 2 U.S.C. S 441a, a provision of the Federal Election

. , Campaign Act of 1971, as amended ("the Act"). The General
Counsel's factual and legal analysis, which formed a basis for

• the Commission's finding, is attached for your information.

tn 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. Additionally, please
submit answers to the enclosed questions within ten days of your

• 7' receipt of this letter. (Statements should be submitted under
oath.)

~In the absence of any additional information which
demonstrates that no further action should be taken against you,

C" 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 a
violation has occurred. See 11 C.F.R. S 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.

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.
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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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Enclosures
-- General Counsel's Factual and Legal Analysis

Procedures
Designation of Counsel Statement
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BEFORE THE FEDERAL ELECTION COMMISSION ,

In the Matter of )
) MUR 1393

Kennedy fOr President Committee )

FIRST QUESTIONS

To: D.C. National Bank
Thomas Condit, President
1801 K Street, NoWo
Washington, D.C. 20006

The Federal Election Commission requests that you, as an

off icer of the D.C. National Bank, or your authorized agent

having knowledge of the information sought herein, submit in

writing, under oath, within ten days, responses to the following

questions, related to the following loan obtained by the Kennedy

for President Committee:

Amount of Loan Date

1. $240,000 3/7/80

1. Relate the description of collateral in the form of art

works given to the Bank by representatives of the Kennedy for

President Committee in applying for the loan.

2. Please state what information concerning the number of

reproductions existing, the reproduction rights to the art works

pledged, and costs associated with reproduction was given to the

Bank by the Committee before and/or after the loan documents were

completed, and state when such information was given.

3. On what dates, if any, did Committee representatives inform

the Bank that prints of the pledged works did not exist?
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4. Please supply any writings between the Committee or its

representatives and the Bank concerning the collateral pledged

for the loan.

5. Please state the purpose served by the addendum to the loan

document, the reason for the listing of additional security, and

the date on which the addendum was made.
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent D.C. National Bank Nancy Nathan
(202) 523-4073

SUMMARY OF ALLEGATIONS

The Committee's audit of the Kennedy for President Committee

("the Committee") revealed that respondent D.C. National Bank

accepted apparently insufficient collateral pledged for a bank

loan obtained by the Kennedy for President Committee, indicating

a possible violation of 2 U.S.C. S 441b(a) for failure to comply

with 2 U.S.C. S 431(8) (vii) (II) and thereby making a contribution

rather than a loan.

FACTUAL BASIS AND LEGAL ANALYSIS

The Commission's auditors noted, following the Committee's

submission of amended schedules, that the documents on certain

loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on the loan documents. It appeared that, at least

for some of those loans, the art in question may not physically

have existed at the time pledged.

In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basisa

which assures repayment." 2 U.S.C. S 431(8) (vii) (II); 11 C.F.R.

S i00.8(a)(12). There is a question whether the Committee
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obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy the

requirements of S 431(8)(vii)(II). If the rights were not held,

and even if they were but the prints had not yet been reproduced,

the loans presumably would be deemed contributions by the bank to

the Committee, in violation of 2 U.S.C. S 441b(a). The Committee

would have violated 2 U.S.C. S 441b(a) for knowingly accepting a

bank's contribution that was violative of that provision of the

Act.

The auditors noted the following facts indicating possible

S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document

at the District of Columbia National Bank, with an

effective date of July 29, 1980, the Committee has said

that the C.J. Yao prints did not exist at the time the

loan was secured. The addendum recited where the

additional security it listed would be stored. It

remains to be determined whether the "additional

security" was needed before the loan was made, or

whether in fact the collateral listed on the original

loan document was sufficient.
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b. An examination of Committee records revealed no
evidence that works listed in the fundraising brochure,

or August 13, 1981 inventory of artwork on hand,

actually had been printed.

c. Statements by an employee of the Committee's

counsel, Joann Rosskam, made to auditors on November 7,

1981, confirmed that certain other pledged works never

have been printed. They include 270 Rosenblum

serigraph prints ("Solo") pledged as partial collateral

for the $240,000 District of Columbia National Bank

loan which the also-unprinted C.J. Yao works also

served as collateral (see supra).

d. Some descriptions of works donated to the

Committee by artists vary, sometimes substantially,

from descriptions of works by the same artists that

were listed on loan documents. Statements by

Ms. Rosskam to the auditors asserted, however, that

where discrepancies appeared because of variations in

descriptions, those were insignificant (i.e., that the

bank documents' listings were for the same works

described differently in the Committee brochure and

.inventory). It also should be noted that no works by

C.J. Yao were listed in the Committee inventory or

brochure; the Committee admits those works do not

exist.



Because these facts indicate possibly deficient

collateralization of loans referred following the audit, it is

recommuended that the Commission find reason to believe District

of Columbia National Bank violated 2 U.S.C. S 441bla). !

RECOMMENDATION

1. Find reason to believe the District of Columbia National

Bank violated 2 U.S.C. s 441bla) by making a loan to the
Kennedy for President Committee that was not in compliance

with the requirements of 2 U.S.C. S 431(8) (vii) (11).

*
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C. 20463

Mr. Robert S. Evans
60 Cliff Street
Rev Haven, Connecticut 06511

RE: MUR 1393

Dear Mr. Evans:

On , 1982, the Federal Election Commission
determined that there is reason to believe that you violated
2 U.S.C. S 441a, a provision of the Federal Election Campaign Act

S of 1971, as amended ('the Act'). 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
O 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
CD demonstrates that no further action should be taken against you,

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 a

rC violation has occurred. See 11 C.F.R. S 111.18(d).

co 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.

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.



0 S
Letter to Robert S. Evans
Page 2

For your information, we have attached a brief description

of the Cotuzission's procedures for handling possible violations of

the Act. If you have any questions, please contact Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

Enclosures
" General Counsel's Factual and Legal Analysis

t Procedures
Designation of Counsel Statement



FEDERAL ELECTION COMMISSION i~

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
sTAFF MEBR(s) TEL. NO. l

Respondent Robert S. Evans Nancy Nathan
(202) 523-4073 i

SOURCE OF MUR: I NT E R NA LLY G E NE R AT ED

SUMMARY OF ALLEGATIONS AND ANALYSIS

The Commission's audit of the Kennedy for President

Committee revealed that Robert S. Evans contributed in excess of

the $1,000 limitation imposed by 2 U.S.C. S 441a. Specifically, i

it is alleged that Robert Evans contributed $2,054 more than i

allowable under S 441a.

RECOMMENDATION

1. Find reason to believe Robert S. Evans violated 2 U.S.C.
S 441a by making contributions exceeding the limits imposed
by that provision to the Kennedy for President Committee.



FEDERAL ELECTION COMMISSION

WASHINGTON. D.C. 20463

Ms. Eve Mandelberg
60 East Seventeenth Street
Brooklyn, New York 11226

RE: MUR 1393

Dear Ms. Mandelberg:

On , 1982, the Federal Election Commission
determined that there is reason to believe that you violated
2 U.S.C. $ 441a, a provision of the Federal Election Campaign Act

"- of 1971, as amended ("the Act"). 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
o 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.

.4
In the absence of any additional information which

OD demonstrates that no further action should be taken against you,
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 a

, violation has occurred. See 11 C.F.R. S 111.18(d).

r 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.

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.



Letter to Eve tMandelberg
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

,: Enclosures
General Counsel's Factual and Legal Analysis

~Procedures
Designation of Counsel Statement

~C~4~A± io~ )ej3
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL. NO.

Respondent Eve Mandelberg Nancy Nathan
(202) 523-4073

SOURCE OF MUR: I NT E R NA LLY G ENE R ATE D

SUMMARY OF ALLEGATIONS AND ANALYSIS

The Commission's audit of the Kennedy for President

Committee revealed that Eve Mandelberg contributed in excess of

the $1,000 limitation imposed by 2 U.S.C. S 441a. Specifically,

it is alleged that Eve Mandelberg contributed $1,700 more than

allowable under S 441a.

RECOMMENDATION

1. Find reason to believe Eve Mandelberg violated 2 U.S.C.
S 441a by making contributions exceeding the limits imposed
by that provision to the Kennedy for President Committee.



I4~ OWASH INCTON, 0 C 20463

The Honorable Edward M. Kennedy
United States Senate
Washington, D.C. 20515

RE: MUR 1393

Dear Senator Kennedy:

On , 1982, the Federal Election Commission
determined that there is reason to believe that the Kennedy for
President Committee violated 2 U.S.C. SS 434(b) (1), 434(b)12),
432(c) (1), 44la(f) and 441b(a), provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"). 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, the Committee has an opportunity to
oD demonstrate that no action should be taken against it. 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
(D demonstrates that no further action should be taken against the

Committee, the Commission may find probable cause to believe that
TF a violation has occurred and proceed with conciliation. Of
C course, this does not preclude the settlement of this matter

through conciliation prior to a finding of reason to believe.
~See 11 C.F.R. S 111.18(d).

~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.



Letter to Senator Edward M. Kennedy
Page 2

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 Nancy B.
Nathan, the attorney assigned to this matter, at (202) 523-4073.

Sincerely,

- Enclosures
General Counsel's Factual and Legal Analysis

~Procedures
Designation of Counsel Statement

At~di.vxa-'J U-



FEDERAL ELECTION COMMISSION i~~i

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO. 1393
STAFF MEMBER(S) & TEL NO.

Respondent Kennedy for President Nancy Nathan
Committee (202) 523-4073

SOURCE OF MUR: I NTE R NA LL Y G E NE RAT ED

SUMMARY OF ALLEGATIONS

The three matters referred to the Office of General Counsel

are:

1) unreported receipts and receipts for which the

Committee has been unable to provide adequate documentation of

source or receipt, indicating possible violations of 2 U.S.C.

55 434(b)(I), (2)., and (4) and 432(c) (1) and (2);

2) apparently insufficient collateral pledged for five

bank loans obtained by the Committee, indicating possible

violations of 2 U.S.C. S 441b(a) by the banks for failure to

comply with U.S.C. S 431(8) (vii) (II) and thereby making

contributions rather than loans, and a violation of 2 U.S.C. S

441b(a) by the Committee, for knowingly accepting those illegal

contributions; and,

3) apparent violations of S 441a individual

contribution limits by Committee contributors and of S 441a(f) by

the Committee, for its acceptance of those excessive

contributions.

l(- 4 10



FACTUAL AND LEGAL ANALYSIS

I. Unreported Receipts

According to the Final Audit Report, the Committee failed to

report receipts totaling $17,500.49.l/ Furthermore, the Final

Audit Report indicates that the Committee failed to keep an

account of $14,583.57.2/ The reporting and recordkeeping

omissions stemmed from certain Committee deposits in state and

scheduling accounts. The state accounts were apparently.

maintained for overhead expenses of state offices, and the"

, scheduling accounts were maintained for the expenses of specific

scheduled events. The audit revealed that $52,602.79 worth of

it receipts deposited in state and scheduling accounts had not been

D transferred from the Committee's national accounts.

It is recommended that the Commission find reason to believe

the Committee violated 2 U.S.C. S 434(b) (1) and (2) for its
0

continued failure to report receipts of $17,500.49 in its cash-

~on-hand or total receipts figures. It is further recommended

. that the Commission find reason to believe the Committee violated

00 2 U.S.C. S 432(c) (1) for its failure to keep an account of

1/ The auditors reached this conclusion after analyzing the
documentation provided by the Committee in response to the
Interim Audit Report.

2/ The Interim Audit Report requested documentation for receipts
totalling $52,602.79. Legible documentation was submitted for
$38,019.22 in receipts, leaving $14,583.57 undocumented. The
auditors include in the amount undocumented $9,249.50 for which
illegible copies of checks and lists of receipts were submitted.
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$14,583.57 worth of apparent contributions. 2a/ .

II. Improper Pledges of Collateral for Bank Loans

The Interim Audit Report recommended that the Committee file

amended Schedules C-P disclosing details, including collateral,

for twelve of the total twenty-four loans obtained by "the

Committee. The auditors noted, following the Comnmittee's

submission of amended schedules, that the documents on five of

the loans raised questions concerning the sufficiency of the

collateral pledged in the form of art works. Specifically, the

auditors cited difficulties matching descriptions of the art work

in the Committee's campaign fundraising materials with the

descriptions on five loan documents. For three of the five loans

referred, description of the collateral appearing on the amended

schedules did not agree with the corresponding bank documents'

descriptions; for the other two loans, no documentation was

provided by the Committee. It appeared that, at least for some

of those loans, the art in question may not physically have

existed at the time pledged.

2_a/ The amounts referred to in the final audit report, which form
the basis for the recommendations under Part I, do not include
amounts for which similar findings of reporting and record-
keeping violations were found in MUR 1370.
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In pertinent part, the Act defines loans that are exempt

from the definition of "contribution" as those made "on a basis

which assures repayment." 2 U.S.c. S 431(8) (vii) (II) 11 C.F.R.

S lOO.8(a)(12). There is a question whether the Committee

obtained express agreement from the contributing artists for

reproduction rights to the works pledged in obtaining the loans.

The existence of such rights at the time the loans were obtained

is critical to a determination whether the loans satisfy .the

requirements of S 431(8)(vii)(II). If the rights were not held,

L . and even if they were but the prints had not yet been reproduced,

- the loans could be deemed contributions by the banks to the

If) Committee, in violation of 2 U.S.C. S 441b(a). The Committee i

0would have violated 2 U.S.C. S 441b(a) for knowingly accepting

the banks' contributions that were violative of that provision of

(D the Act.

F The auditors noted the following facts indicating the

Cpossible S 441b(a) violations:

a. With regard to collateral pledged as "additional

security" in an addendum to the $240,000 loan document at the

District of Columbia National Bank, with an effective date of

July 29, 1980, and also pledged for a $10,000 loan from the Mark

Twain Bank of St. Louis, dated May 28, 1980, the Committee has

said the C.J. Yao prints did not exist at the time the loan was

secured. (See Attachment 1, items 3 and 5b). The addendum

recited where the additional security it listed would be stored.
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It remains to be determined whether the "additional security" was

needed before the loan was made, or whether in fact the

collateral listed on the original loan document was sufficient.

b. An examination of Committee records revealed no

indication that works listed in the fund-raising brochure, or

August 13, 1981 inventory of artwork on hand, actually had been

printed.

c. Statements by an employee of the Committee's counsel,

Joann Rosskam, made to auditors on November 7, 1981, confirmed

that certain other pledged works never have been printed. They

include: 265 Krushenick serigraph prints pledged as partial

collateral for a $540,000 Chemical Bank of New York loan dated

May 2, 1980 (Attachment 1, item 12); 270 Rosenblum serigraph

prints ("Solo") pledged as partial collateral on the addendum for

the $240,000 District of Columbia National Bank loan (Attachment

1, item 13) for which the also-unprinted C.J. Yao works also

served as collateral (see subsection a, supra); 20 prints of the

same Rosenblum series ("Solo") pledged for a $10,000 Mark Twain

Bank of St. Louis loan dated May 28, 1980. (Attachment 1, item

#5a). Additionally, that Committee representative confirmed the

auditors' conclusion that the C.J. Yao works never have been

printed (see subsection a, supra). Further, the representative

revealed that an original work by Anuszkiewicz, valued at $9,000,

which Chemical Bank documents show as collateral for an April 23,

1980 loan of $210,000 (Attachment 1, item 11) , was not in the
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Committee's possession when pledged. It was not clear to the

auditor who spoke with Ms. Rosskam whether the legal rights to

the AnuszkiewiCZ work were held by the Committee at that time,

but physical possession had not yet been transferred.

d. Some descriptions of works donated to the Committee by

artists vary, sometimes substantially, from descriptions of works

by the same artists that were listed on loan documents. That is

demonstrated by Attachment 1. Statements by Ms. Rosskam to the

auditors asserted, however, that where discrepancies appeared

because of variations in descriptions, those were insignificant

(i.e., that the bank documents' listings were for the same works

described differently in the Committee brochure and inventory).

It also should be noted that no works by C.J. Yao were listed in

the Committee inventory or brochure; the Committee admits those

works do not exist. (See subsection a, supra).

Because these facts indicate possibly deficient collaterali-

zation of the five loans referred following the audit, and because the

facts indicate that the Kennedy for President Committee may have known

that the loans by the above-named banks were obtained with

insufficient collateralization, it is recommended that the Commission

find reason to believe the Committee violated 2 U.S.C. S 441b(a).
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III. Individual ExcesSive Contributions
The Interim Audit Report found that as many as 269 individuals

had contributed in excess of $1,000 to the Committee for an excessive

aggregate of $121,468.83. The Committee's response to the Interim

Audit Report provided evidence that many of the apparent excessive

contributions were due to computer errors, insufficient funds checks,

or improper attributions by the Committee. The Audit Division has

reviewed the Committee's response as well as subsequent information

provided by the Committee. It now appears that 182 contributors

exceeded the $1,000 limit and did not receive a refund or

N, reattribute the contribution within 30 days, and did not receive

LA' a refund or reattribute their contributions until after the field

O audit was concluded. (See Attachment 2) .2/ The total amount of

" excessive contributions from these individuals was $75,092.4_/

C
3/ In previous MURs dealing with excessive contribution receipts by
the 1980 presidential campaigns, the Commission has proceeded against

C. the committee involved for accepting excessive contribuions only with
regard to the excessive contributions not shown to have been refunded

~~or reattributed within 30 days. See 11 C.F.R. S 103.3(b) (2).

4/ At the time of the referral of this matter to the Office of
General Counsel, the Committee had yet to give adequate evidence of a
refund or attribution for 122 contributors representing an aggregate
excessive amount of $48,817. As of October 6, 1981, only 11
contributions had not been shown to have been corrected. It must be
observed, however, that these efforts to correct the violations have
come about as a result of the audit process and are occurring many
months after the excessive amounts were received.



It is recommended that the Commission find reason to believe that the 4

Kennedy for President Committee violated 2 U.s.c. S 441a(f) in

knowingly accepting contributions from 182 individuals totalling:;i

$75,092..

RECOMMENDATIONS /

1. Find reason to believe the Kennedy for President Committee

violated 2 U.S.C. S 434(b) (1) and (2) in failing to include all

receipts in its reports to the Commission..

2. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 432(c) (1) in failing to accurately keep

account of all contributions received. !

3. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441b(a) in knowingly accepting ,

certain bank loans violative of 2 U.S.C. S 441b(a).

4. Find reason to believe the Kennedy for President

Committee violated 2 U.S.C. S 441a(f) in accepting contributions

that exceeded the individual contributors' limits under 2 U.S.C.

S 441a.



FEDERAL E LECTION COMMISSION

-SEP iO PS: gg
September 10, 1931

TGGH: B.* ALLEN CLUTTER
stAFF DIRECTO SEP 1 51981

FliNs: BOB COSTA

SUDJUCT: FINAL AUDIT REPORT - KENNEDY FOR PRESIDENT
COIOMITTEE

pAttached is the final audit report on the Kennedy for
President Committee.

As directed, in the Ci~ssion meting on Augut 26, 1931,

? te the Audit staff has met with the Office of General Counsel staff
. to review and redraft Finding II.C. - Allocation of Uspdiw.

to States. After n'_eting with the Counsel staff it V.5 decided
, that the finding would be revised to condense the original six (6)

subsections into four (4) subsections and to include a r----ndation
N at the end of each subtection. Each subsection now inorporates

all of the Committee's comments as they relate to each specitfic

€" type of activity which the Cmittee believes to be exgt from
- the state expenditure limitation. For examle Finding hO.C

Subsection a. pertains to the Compliance and Fundraising exmtions
. and the three areas of expenditures affected: overhead expenditures,

field staff salaries, and advance staff salaries. The rendations

r- at the end of each subsection request the documentation and/or

information which the Audit staff feels is necessary in order for

a determination to be made as to the accuracy and reasonableness
of the Committee's calculations, however we have not stated that
if such documentation is submitted the Committee's position will be
accepted. We feel that such a determination can be made only after

a review of any submission.

The Counsel's office has informed this office that it will
circulate a separate memorandum to the commission pointing out
areas in the report which they feel should be discussed in further

detail.

5m
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~The audit covered the period from
I JanUary 1., li '/

through kugu!st 31i, 1980, the fin al co.verage date of t- ias

report filed at. the time of th.e .audit, 1/ Th-e Cor Jtt ,re a

a beg .nnfg, cash balance of $40.9,168.9l, total, receipt(: ...

$Ii, 804,166.54, total expenditures o$1,542 
.73 .a .....

clo'sin[g" cas h balance on Augu~st 31, l-8 f$5,9l.2 so

August 31, 1980, the Committee repo'rted .xe...xe Qf:

$9,782,864.70 subject to the overall expenditure limit 
,--t,&O :

1/ In accordance with standard Audit 
Dlivisionl practi ce, a -i4ew

, was made of the Commnittee's expeniditurets through ce b 1,

1980, to verify that each was a qualified campaign 
ecp i e i$Q

anc\ to determine the accuracy of the Statement of Ue t I

0utstandina Carmpaign ebligations 
as of :ovember 28, 19 S@.

AIthouch the Threshol1d 1'udit .Peport covered .the perio4

October 29, 19?9 through fleceinber 31, 1979, the una .aLtbllitY

of records at that tire necessitated that the majOtit.y O'

the tests conducted in this audit cover the period OCt~be 2q,

l1~g, throuqho Aucust 31, 1980.
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34 .......~re no e oe. nd u e £i.. 9 791 e s it

29 o~Of t hes expeditUre$ s toaln S7A1 6 .u , e

eu~ni e oprig expldtuefgor 
oiti theW1 9 .. .:. ......,,.-. :

S,,ince the Committee has materi4
1 Y- ! '1 ied ;

recommndation, the Audit staff i tha i:

action be taken on this matter.
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AtgrieSo enitue a~ s otaiti arors to reo!itSS1 S ;i;:

that the Coziuittee did not allocate an;y expenditures made ~rir

~~the: national operati ng accounts during the m onths 
of M*ie and : 'r

Apri l, 1980. AL review of the check copies which cotand 
h

Conumittee'5 state allocation codes four that txme perJid was.

and Iowa campai.gns. The results of that review reqturedi add ., toI,;J,&

allocations of $34,78B6. Ol to New Hampshir'e and SB,9!7.22 t ,w:a,

2., Me di .a ,

The Committee did not allocate any expenditUX*eS, !!

from its national operating accounts to its media firm .fo the

purcha~se of radio, teievisiln or newspaper advjertis'lg evenr'

though the media firm had supplied the Committee wth de~taie4

information with which to do so. The documentation suipp0,it~g

the allocations maintained by the media firm was reviewed by

the Audit staff. The review, disclosed allocationls of $4$,3,47.81

to New Hampshire and $S5,66B2 to IowNa.



r~emain.:ig *244. 24.

&ny,840.

A review of the Comminittee's St atement of':.! Net

Otta 6in oatherig Oblgaons a eso Nv!be28 19Oant

CoAnte' ito accouns payabe aendo bil ens, ad ino ,
,., cefsI,,

. ~~tt~ anandsupporting these payabeess den.ifid outsanding ebt ' taI " '

$32.l whvich esan reat ttusonaigthe Coi~imiteQ's Ne Ha psF i '

cation codes) from the operating accounts and a review ofi
expenditures from September 1, 1980 through November 30, l98 0 ,

identified additional armounts of $2847?1.79 allocable to ew
Hv pshire and 547 287,44 allocable to Iowa.



stt an thee it allor any~ reota the mit~e~us ba a vd
H~p~to an eempt expenitur aegoeairy.~ g alcab "

into one (1)} or more, exempt (not subjecet to the ende , ur 1 ! i'&t i, '') :
S Or non -exempt (subject to the expenditure limit) cegi r~ies ; ,,

as follows:

WN - Ex empt C ategory

i. Prima~ry !

Exempt Category '

I. Compliance
2. Fu nd r ai sing :
3. Phone/Travel- Interstaite "!i
4. National Press

5.,Other



c;ompli an ce.

notd.aove Overhead expenseis were isolated and the pte~~
S no toe e e applied tO all overhead! expenses aIoctng a

a: mount teeptcompliance and fund~raising. The Co1 ni*. &Is
determined the amount of time spent on cdmpliance and funr4in
activities for field staff and charged a portion of thos&4 4v-  dl,

: salaries to exempt compliance and fundr~aising. In add [[ir ti ".a'ei e~i
i of the computer printout supplied by the: Committee ....4. iat! t
S Committee has allocated what appears to be 10-17% of ea~ a V hee.

parson's salary to fundraising. Since no informa tion w' p% , ovi ! 4
in the Conuidttee's respon se concerning the compliance and, "4:ais
percentages applied to advance staff salaries, it is not 1 x6w how,,!ii
those percentages were derived. 3/ i!

2/ The four (4) states were New Hampshire, Iowa, New York, a ":
Oh io. ;

3/, The Audit staff has adjusted the totals allocated tO advarc iii

- staff salaries for tho difference between a seven day wutrk
week and the five 6ay work week which was used by the A4it
staff in arriving at the total in the interim report.



~~to take ito consideri at ;i 'On: when. letel1mifliflgte c~lut ose~ reasonblbereS '

the Sulti-flg pereflta~es, because th a'la-n er ae i:i'

a sigl ,j"-d .vidual s recollection of activities,.-:

.c Therefore, other than. those expenditUresaw C

could be clearly identified as relating to cotplian ei!jil andi fd-

raising activities, no: adjustments have been made t h

0 expenditures allocable to New Haxpshire and Iowa based on '. .;

commi ttees response.

i~eco ,'en da tion

TeAudit staf ......... 
,S tha . ...fl o1 Cume .ta .

............. . abs.. ent the present at... n of. .... . .. . -,.mio 
9flt ( ) , at4.. .

vei ifg h hc rc a .resnb s of -the !

e :o nt s rpot et a t o a s tmnot$ e ir O . ,.o to Thes d no u fl

--- p- n e i n ts area >cept a oeaov.Ts

sh~~1dinlud bu i no fiited t..o

• ., ;7..7



epi~ o bills.a~c T£-hee percenaes sine: thte2 Co~f tha
o'i :iaU ryl phgso frth elpoe bills w~rel~ itie~~ hic 2'7d o
dis ,aniqd ealls wereofouton~ catl. Furher i7% w th ppe n
phin: ch~er~tge o e Halmuphio re, ot ahs siadpe at s .St
reO i 2nbusemlete torms andhe reling n ontat1tcaly to

the/ snu'rycrd pae ~ roe for the teehn Ilswhic didoutations



This docuentation should include but s not! limted to '

a. iemi~ad ... .h.n bills for all te e-hone ......

f or whc ha Shve b;een allcaed o.n....t

b." exe.s n . .a... rs e te s n , fo" rT'

an nocs Mie.,dirlie tirets q pt~ 1

inesttntae fothesose ite nottee statedy a~te i anhA

riec aCl e its 9 eaexdituoraeTs incowag and4eW ihz~ a

tane dermined fhat the inrev~ios actonmtodve" " ....

tnit resp aepteb the Audtte state tat it a

vendor (which was found t. 3cptbe ythudtst



•Theb~y are uT:ittee i o:de e i buysa !t5 of, hes sta'4. f

5/ As noted earlier in this report, althio~gh provied w. :i . the

had. not a ll0cated any media co~sits ,'... ': i:

6/ The Area of Dominant Influenc e (ADI)' is a geogr : .do da sin

6/ which defines each television market, exclusiv'e of.&n'oh r.

based on measuraible viewing pattern. Courst:y cQwerai

Reports detai l for every county, ntwel .i -ltP nme
*of different households viewing the station in a wee1}:),

for .every station, whether the county is within .or O tsidi

the station's ADI.

7/ q'' (2) of these were Springfield, Massachusetts statiO~S,

- two (2) were Burlington, Vermont, and one (1) was New fledfordi,

Ma ssachuset tS,



ad t.Omeal rernatiw f.o TVhe4 oee's~ psntiot 'I  .s

respny ecessoa,.rY courcbion w ulde pA ride r~~to tV sta' ...

~~~With ,respect to item number b., th are, 3~ V:

Biriqtf.Ve re us N pyositle iomi in q th f was ,

providd to te o (!ee'h c~montfere o atonsa~ 
{it t"

termn media buys .f rt'Ve. the ... oi..... ee'S, oonto , .. ...

ainy necer Macret~s woud Verm praide te ,Ardtt s44 .

to Febrar With respect to fate nubrhath 
gre t the m~t .:.,<.

aefuins l ere an albjecton hadjsen n cle the bsso ~~ i

Democrtic vo esi t o 1) anhessible bem ade4 o the Bur! ng, ,tf'

oermont media buyllom thons,tee
t srmio reaoaisons e(2;) thg

tiomn ofthe upast e ttsfor aind emn rmre Mrh4 ,i



ir~ d. clss ai a1 wpreiwdd :poe

" d, in an enfoThemn rc teedig T en aotste~e hea

mapnoftZe. epe~itu~r lY allocated 
to New Hapshire : w

wathse revie s tower inled hethe or si n ot the eni e was

a usqul reimb ursb~'~ ed to e romite e tioahPess t hey fur th

t' b oated t the s~ tate' mts. of illng he tes 22% o

Tin o he dite affoes totNe disre wihd ! a v .e..

S taepedtrsfor services provided to thmainlP ess Sne tt'o S sof !i!

wihesubsequently reimbursed bCmit hy the repoesssneed not

be t anlc tat on tHee' lmts.Cmite a otP

ttrexpengituresfforpservices prided 
to havechrg~dl Qf th re

whihnalre ssequntl eacibursed by the pressonal. not~s! e "a~

toany i ttion . oee, the Committee has not pro'4eidn

Furthermore, in its response to Commiss-ion: in q uiries

during. thc enforcement proceedinlc, Commi ttee offi cials, .. d.c:ee. .-. t ...

the char~no to the press for traveling~ with the candidate was. always

jii~il. , based on 225% of first class airfare but was of.n a; usteC

d?-,W3,.,.rnce the total cost of the ri was deternined... Of the

four ('4' cxamles of cazup ic flichts zrc ided to the Cosm, ssonl 1?

the 2z~r :tec aurin the p roccedi- the hiohest bililn rate Veport:J

... 
". - ,:th first c1ass airfarct.



The Au~dit. staff recomfmends that, pursuant to l C:, ,,cto

90318.2(b), absent the presentati6n of documentation yen ihe;
accur <ac y and reasonableness of the Comimittee's NatjoSa~l iess
al,!loceations within 3 0 days of receipt of this repor=t t'a t
aijustnents be made to thee amount allocable to Niew ias ph: it o:r
Ioiwa On the basis of the Committee's response in this ~a This
documentation Should include but is not limited to:

a. the tOtal amount billed to the national press by.,ir' ip n

the total amount received from the press based on these ! i ngs

h. the types of expenditures charged to exempt f-aik6• l!

press and their relationship to the national press. At a : ii
this documentatiOn should indicate that for the epenses . h~agd
to the national press, that the national press were in the a~ea
at" the time the services were rendered;

c. workpapers used to derive the percentages appliedo
to the salaries of advan.ce staff oersonneI allocated to e~xew mpt

national press; and



ad~dti0nSection 43Z'Iilli of efie 2n ofa~ the Utd e, at pS , G-! inst!ue in prtei, c~ ~he teWe ofs a %:it4, c0qpor~iji
k ... ter oanaiont oro ~ of pershtf~c~tonso.y~o cl~ h1

*Section, 4 41a(a)(2V)(A) of Tlitle 2 of the United tat eis
*Cd ats thtn prsnsalmake contributions to any candidt ndhs u -t% .. -. .-- e:i ' adhi utoizdpoiic' commiiittees with respect to any lctoeorFdra fe ie-
for"  i edra]ofcehi inthe aggregate, exceed $5,0.00.I

other or Itaniza tionoru of penrbons

:Scton revia (a) repo(A) o Tile 2ao the Un~i~e Stae~e-r Cd tsthat o rommitandredated politica1 cotriu~tteesha. h
C Committeestowithnrespect2to0anyhelection for itemize ofc th

S Commttee A dsorewo reports onfleaThe Commi ss itin ried

~of '%he transfer checks for seven (7) of these contributions.



: F~~~or the remaining a, .parent non--qu :alife , . c.................... "...

! the Coittee treasurer stated that. the contrbu~ti~g .a tt h
informed him that, they had achieved, mult"icandidate status ptlor, .o
makin g the contribution. A review of recor'ds o file at th i
Commuission indicates that the committee met the r equ~ire Det f0ot :
O~cbtaining multicandidate status oOi April 8, 19$Q which waes #ouz (41,~i

days after. the contribution was made.

Recomme nat ion i

since the excessive contributions received from two (21 af i!

"' the committees have been disposed of prope.iy,. the Audit staff

recommends that no further action be taken.

Furthers the Audit staff is of the opinion that the mulOti-
cadidate cor.-:.ttees qualifvinQ four (4) days after contributions
exceeding S I,09 were nmade is i. ,ateria! and recommends that no

further actic be .taken en this rnatter



~In, the interim audit repo rt the Audit staff omene!d

that the Commit tee amend their December Monthly repott and"

. subsequent reports to the extent affected, to accurateyel ect ; . .

the outstanding debts as of november 30,, 1980. On May 19i, l9 8BO, .' -

amend ed reports were filed •substantially correcting the u nder-

~~statemen t. 
./

S Rec omen da ti on 
-

The Audit staff recommends that no further action be taen, on

this matter. 
;i

""F. Process-ing of Questionable Contributions

~Section 41b(a) of Title 2 of the United States COde states.:

in part, that it is unlawful for any. national bank or any corporation,

to'make a, con tribution or expenditui'e in connectionl with any electiom

to any political office. It further states that it .is unlawful for

any political committee, or other person to knowinll accept or

receive an" contribution prohibited by this section, or any officer
of any ccrpcration or national bank to consent to any contribution

or expenditures by the corporation or the nation-al bank.



During the .post-primary audit, there aippeared I ti~ no

deposited into the escrow account. .....

A.Ac ording: to the.Co!Tm~ittee's bank records, the !baia!e

~~in the escrow account at January 1, 19:80 was $.20,5,4;2..06.. Dui g

the period Janruary 1 through August 31, 1980-, receipts .... ali g

$172,79.6.50 were deposited into the escrow account nd: $ 4i 6..5l

.. was disburse rd, leaving a balance at August 31, 1980 of ,$49:?8.5".

The Audit staff was able to verify that $236,608.65 was: 'trans [eire

from the escrow account to the Committees oprtn c, ~t lo

cancelled checks for contribution refunds totaling $3,81i5.0Qi wei e

reviewed by the Audit staff.

The "escrow check log', the Committee's record: of£ '

deposits into the escrow account, showed, a balance at Augus t 31,

1.9$0 of $59,260.48. The records maintained by the cornitte dio

not contain sufficient detail to explain either the discrep.lCy

betAeen, the bank balance and escrow check log balance or the

source of the contributions inakino up the S49,378,05 bank balance.



Reeo~endati~

certain other matters noted churing the audit wet'e

ret.erred to the Commnssons Office of Gseneral Cournsel on

February 9, l981 and June 5, 19S1.



ha ie OOsttmws oeing the period8frm A 9g0 st: 13,{ 1980 :"

sttmetaso ovebe 28,:u~ 190 a}te IheA dt ,af

. estimate, of winding down costs, (see.. Attaci t 3!) . .

8/ Commission regulations at 1l1. C.F.R. Sectrion 903a.6 provide"

-- that the date on which a party nominates its ca nd~idat. e .ir
=  

...

President is the end of the ma~tching paymTent peri fo a! L-il

, candidate seeking the presidential nomination of' that par.I :7

ii C.V.R. Section 9033.5(c) pr-ovi~des that-th e last day ofi
the matching paynment period is the date of ineligibili"ti

for candidates who have not previously been dete~nifl~e
inelig~.b~e pursuant to ii C.F.R. Section 9033.5(a) or (bY,.-:

Since the Democratic Party nomi~nated its C andidate for-:

Precsident on August• 13, 1980, that date is the date of :

Senator "V<enned'' s inelioibility. -



a a ' Q 4ifair markettvaale' of the artokfrproe onf an p

&n u'Se ~to 903 ,5(c s 26 h.S.C Secio 9us0134.O"
t

comite' r. eto treasuxezr alsodited re d'is~ O

May.... 193- ,h ,,cuu.te te~ 'e C i s tn a s un. , ....e re .::.... : ,.,

,9e pue st o013n h at .uus 15 •9T The Go b. ve;..:, ...

dienterovh he fai mae va, apria o. he .... r S.,..
because (h. ttee) could~e it. inaptpr t for.. th ,*,:,,,,

to.... incur.the exes of an addi lctionalapa~a wh;-ch ...... ru.

atd leas t $1,000.neFwxthr the respons stts:,h r., .,est.... ....

tO theromitebecaise hr imo sl.obasi.on whih to.d e ~ .

Finahe Comtte C~ite trealsucied Aaste Q:'in" io

whrthork theC,~teould l r awfully us thel arstoktyU

cannot be readily converted to cash or used in debt 'stt ; , nt

due to restrictions placed on its sale or dispositiOn..



poy tohesae Secnrhithary an aopn eul to~e !a s Oh amo ,.,

Stt• Code Expeatniue 9032.9(a) of tte Limitae- iof'

purha~a p~~entAs ribouy isuse lon, Fd nce, 4!p.-t. or , 4fe

Audit staf id nites n ixess ofn ee sat£ e tate

limitations in New Hampshire and Iowa.



T he Audt staf r- eo x~ends th at: these exaatres to.ta 4
°

" ', Du :ing: he ooni : uct of various ...... :ro W£a: t



U



,1 0

38., 85Total

Iowa

Audit
V~e~xj, fie~

Corui tree A!ocatiOn, Reports

Sa 1aries

?er Diem & Expense Reimnbursement

Outstanding Debts

Other Vendor P'ayments

Total

$380,7 92.10
3,,917. 22

80, 390.69

iII, e39.94

2 , 852.09

l0, 970. 84

41,4;93.44

$636,456.32

85,1i,8 0.86

74, 981.10O

I, 77b,03

8, 942.24

.....38, 198. 22

$473, 286.87

oDiff~erence

SIZ2, 471.83

3,028.07

(4,790. 17)

36,053. 4

1,e--.

2, S .<

s163, :- '. 4



"

flit Co~iAt&i tat4ora con~fir"4~p ~h&tt4itY ot$1~O.S7O.~OO
of this" "&imt w4 c)V has" b*~& transferred tot t4~e o~rat ag dc~Ow~t.

3/ ISo doctmfltatioui concernSrw thxs check has bean provi&it.

~/ This Sw t crtteS 12 ohec)ts which have betnT outatazdt$ fo~ ovy~ 41 yi4r~

4/ These Nfl checits were chazq~. a94nst the. escrow aocow~~ prior to A4~5 t

31 * 19B0. That escrow account has been rei~t~araed~ by the optflttflig" ~CCOt~t4

for these cM~cs.

$1 The Coette* has not 1~dbnt3 tied this transfer.

6/ The C~tmit&ee suk~itted a cow~M~cer print-out ot contribgtot& na~s arid'

oantributiOcs' tiofelIN this' a~Unt~

j~/ The Comsittee sttksltted doc~inentatioCt ccnfir*a9. the leqalit? of S9,T7CLOO
of this a~aunt.

$1 The Cosnittee has not provided sufficient lnfarmatl~on to Identify this
deposit nor have they provided a cepy of the check made payedde to the
charity.

CnntnitVAJUIQVI$ co~rinnq SThO of edt i&jm .t had already born refeacie4 is.
VeWr~ny and N)til iflO.

iC? The Co~si4rtes has not rresented zitz.w.entazu'n eow firniflq the ~kega1&ty of
tins acown.



Cash, $ 68!
AccOunts Receivable (net)
Catpital Assets~i

Accounts raysbie for Q-lfe $ 664 ,800.+..

Es timat d Wind 0 O wn r

san N/28e8 to ayaIie 48 4189 :

Net Outstanding Campaig~n
Obligations - Deficit !

I/ Cash in bank was adjusted to, a cc, te: te

payables totaling $45,479.7+0 (11 C.~i'.:R.,Se i

payribles riot included Ln the Committ "-'s ib) :

docume'nted payabJles is s: $21,502 contingient

credi tor-

3/ The Commit tee inadvertantly o~tted, an e -
-- l1/28/80 NOCO st ,tement.. h:e Gop te

4/ Excltsive: of a valuation of art prints s+



h so~ ~4Gf th~ f~ii~4s:I4~* ~i3B: O~.Q2. ~ a ~e prey ed
ce~x~~i~ d~epos~t ketsw~6~ an
ac o~mp~n n~g~ P~ie~s ot t eht~s ~~es

~we e;, ~ ie~ of~ ~ ~aq~& ~ t~$'e rec$~ds f~omK -~

a'ppropr2at$ baflks were p~ovide~d..

The Auddzt staff &etexrnin~ed, after. reviewi~n~ the d~o~ n s
noted above, that the coft~d.~ttee h&s not incThded. ~n its reports
~i7,50O.44 out of the $52,602.79 in unreported receipts. At 1~a~st
h~1f of this $7,50Q.4~9 is co~prised of depo~sfts for which ~
Cori~ittee had docun~entation.

Racoynmenda tio~n

The Audit staff recowimends that the Comn~iLtee's ~ateriai, non-
coi~p1iance ~1th the finding be referred to the Off ic~ of General
Cou n ~e t.



Tecessy i nerma&~tin feort e of thed thlas. Fhe Cor (it A ; p '%
21 l~of~s e~q~the oetsan ride wts.la history &eem !i fl S

neointued bthe onit dte ofelin-the dramt Of ice1V Sd a.

nted ase.ic on atseion, a ndei audi orpot recuentd ed

tha theComittee f otpoie aiocndentatdisconsior the reningr~ e0

loans,.hc oald$5O0

Subsequent to the audittfeldwrkthebm itterovided thu!<: ':ePo

reuete docum.. hentto orher bnkde dmenshcriptont4 ed 
h

necessary formionr2 of the 23 rgial loa.iFo afoua4 th

21slosue er, the docmesaio rvied waoa hsury reord hich 3

ofthe seifics os th secrewith and aecor of discled Te

Conute didnt providedoc um etaion. for the (r) asesg t p(~) -

ldn s, whcoltal $15,000. er otdscoeda p~

Aditionalriy nteidcs, the Committee sbitdaeedscedsCPo

piscosue. rowevenristhe dsecitions ofth security, fore t~e3

bank documents indicated Lhat the security for the loan~ was

atchiw: fun.ds.



be mu chi la ss. An.. indication of the ma gnitude of the i &du': ' ' io".".
:" value .... involved is that:, in those ... cases where artwork w as, i :ed :' ...

coiia-ter.r for bank loans, loans were only given, to t e ai i , .
;'' 1/3' of the artwork's 'appraised value' .' However, fo r ot (; ~

the appraised value of the artwork pledged as collat-eral w ~
tOvthe amount of the loan principal! ($240,000). Appr oximiteiy

:< , five (5.) months after the loan was negotiated a dittol ....... w s!
pled.g~ed as. collateral. The appraised value of the .addoit ,

~~collateral was $154,000; however, this artwork is includd'. - i .,he
discussion above concerning whether the collateral e, xisted at the
time ,it was pledged. Two (2) other loans obtained throuigh th% e
bank were also reported as bei.ng securewihatok oeV,
are the tw o (2) loans noted above for which no doce ntati:on W~s
pres ented.

Since the committee has not provided documentation for two (2)
of the loans and the collateral for the third loan does no~t appar
to'offer sufficient protection to~the bank in the case of ~dea.t
by the Co~rittee, the Audit staff feels that it is necessary £to
obtain additional informatien from the bank in order to det~e ine
whether th. loans were nmade in the norm~al course of business
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aon'tZ:  ut , : Wad i ti- e& 13) ecss. :%: :

.... a-a::ilale t a llow for c h a.n attr i'uo fo:r any of thei : .-.

• The Audit staf f recommended .in the interim audit. report
tha th Co mttee present docurnentat .ofl that the contribUti;

are not excessiv e, have been legally attributed, or the exces.si e

portions have been refunded to the original contributors.

: O0n May 19, 1981, the Audit staff receivad the C tt~e's

. response to the interim audit report in which the Comittee st.£ed:

I. $92,3O1.83 of the excessive portion of contr1itions
was in fact not excessive for one of the following reasons:

! a. computer er ror/duplicate line items;

b. NSF checks not deleted fro' the computer master
file;

c, the excessivez pcrtion was refunded subsequent
to thc c-lose of the '-"ii fief.work



! I/2 coTib O whoude cive r() contributors c h S beam e rs , :

of, 1) acosn heatributionsdetfi~~ ~V mentnd~ but for whiehos-

evienc of h refund ha o ee 
:vd, ()&~~

confrmedby tlephne1 and 3) tose peidii



i~~r 3. Turin C2tte asvea con ,cedean thevCsotvi snrasir eg,1€

i~i all of the cotrihutitns which the Comm-ission felt itoht r eaenrt'
": ' excessive con tributions. In rev iewing the Commission' s scheti 1e

r. oC such contribut ions it became apparent that a large fl f3 :Ol
those,, in fact, were not e~tcessive. The most Ornon, errO - rose /
from the Comitteets com}puter entry system hich oeten i¢ouldsnttr"a '

!i conttibution front the name 'ndivxduai in the same atount se e ad
A tfes. Purtetthe comp' ter frcr , time to tints throuqh ent.ty error,

, atqqr'eqated contrihiftions from individuals ilving in the sameourse-
:' hold with simnilar first na tncs and the samne Eamily ncr'e.

,~~~ 4. The, con' itteo dlev.oted sa: tntial renO' r-e:; t3 ettidying e ;-
pesd i Larcs- id' :hw !iw'n : :ir ' and t,t::a which nay h: v' e creded tho

i.tm..... , 2... > 1... ct'.ion '<3. " For the r,'.cor1, the Co -

; r.. ,' , -" ' a) " t : Ke.-' t.v:- 1-;*. to, a:w; aUCe 't ' - '... ions ha ':c ,. bee ra; isc



..,corres..pond to your repoxr t.""-:: ; " . ,.>, , !.

C F Auitr' -eommenatons A
'"The Audit staifff recommends t hat . .... the Comu: itt!;:i

~~~1) amend their reports to in clude the 34 axpendatur :ie#
totaliinq S73,916.4& made from nat ional aoco. ,ats 4 ;%

C prev io usly u nr-eport ed;
r . 2 ) anend the ir rep orts tO include the $220,526.,54 ij "

expenditures ,draun on state and sche !ulinq accatnt .,s,!
and not prev iously rei~rtedl;

:. ~3) identify the sou rce of the funds and anend thre; i,*.I
~~~reports to include the S52,602.79 ii, r:eceipt:s c -n-

prisino the dep~osits to the 23 state and sdhecluling: !
acco unts pruviouv not reported, i

4) a:menl their r-, rorv; to increase unitcmized rece pSts :
by S9,t,O.O to curr::ct the erro- made in aterptnri ,:

D to 4i :i.t for C,: C'i ;.:t[;ons rcturcc3 hy the hau k for

35 a-:,,:: i tW:t. r in' 'r, ' . t'_ T , therztLical err'ors wah¢ : :
a ,:- ,, , t ,' 1,.. -, ' t:'at .h-n't ,in total expcn~itures."

- T- - -



ceipts in 20 of the, state and scheauling acour Us e

in At achmenlt 2 of the interim rep.o t (E'hibitA
in cases There the docunentation was iileuxbl~e, .;! •.sa,
reoeated efforts by the Committee, doeumen tion o ,W
tollowinq five deposits has nob been obtained: [i. ...

IBank Date A*Or;

BanX of ilair 2/'.4/8u $ QO.

r'eruln CiL\tW Unh> llnknotm 1 !,39.$ -l.

Tot zU1 $2 ,R$A.g ia :

.- . . .C .. t' C.-- . . .e prouviw



i -: tap. - ve req u z5 ot a1 Ln ha a r jnrtdIi , Q .4tui..... RA...•e Lht:- ' bi-,n . $ ..... C4*d, abos, . hat: ,, N:, The -

2. botn co "rds:

~"The Audit Staff cecomnlends that the Gonmittee ?t,' t...
' for our review . . . copies of executed nOte, sn!

agreene'tts, collateral aqteenents, security a eei4* i

t a .an other docirnents relatiflo to al loan s ne ot t'd

. ~by the Committee, excl uding those docunents c~ceiv% a:s
i! n dicated on Attacflfl 4"I adiin th Audi Sta'f

- -~~eco~tnends that th' Co'tt ittee ff.}e an am, rdr-ent to, di i -

,i , close the natur'e of the oblinations, incl.',Aing collateral

ii and/or secur it': for the 1 2 leans".

i !" Tue Co;t : tte w:i:' n: - di::ct tY:, Crc.-. iC-l 'So attention to

r'wuire the Cc:-tt'- tw' -kee' e,:2,Cate corics of loan aercaients
or...cte noes. ,O Co"' 1ittte bar ate '2t :2 to obtain copies

< of aA! th~e oni intl oan wireents and executed r.a s from th~e

virioh Ltf .- Wbtv.vr thv Co~ itte' has 1>,'n ur -,Ic to obtain o
i cm;:- of t:;o o n:-: '";... " fr,'" a bc.r':, t!c s<. C_ -- :te, has re-

- "- , O r7 n"of t .



• . .. .. : : i.,. 'V :! W* ..... ... . .... .. " 7;.o...

PIC A...o.'S eco ds rne~ecpthti .flO

cabl e tho the tt~c (2), statges notcCd above,adUe
anrid ertfl to refglect Vieir, adiz.eL$t. . ,-.

Inat lit.i;k:on, we rz-:CO,'-menl the Corrittee pvoide he.
Audit st aff [:it:. sufficient docwneitati oia to a low

an allocaetiog de'-eu mntton to be 310e for those
excpend itur'es n.nLed in II.C.-4. above".

•Th,.' Coritte,? h,.: a,3 i,:7t it. acclu:<Ifl rec'ores tO roflect

Lnc' 3flCt'ntS at locab~l - ' U :xh ibi t C , a:'. 14,w Hamps!ite

(axhihit 0)} and h, _ ," §-= i , last Cr:'. r_,: :re, reportes to

reflect adiutm.enx;. @ ,,--ttec h',s y'e.;:, ::)r inspectionl
d'j I doerr.entat icr' f ... .alc aena l:7 .;a an,] Nqw Hampshire,

- 5-



moes&ha tateq shI trbe eia ibte to , a , e i"

in proportion to the esti£mated vies nq cd e....4
of voter ace which can reasonably be-epa, t4"%

(2) F~penditures for travel within a Stite shall Be attri-buted to tht State. Exn-endtuesfo ....... :"e:ve-
States need not he attri'buted to any Indiviual State.

As stated ah o'..e, the stznar&-, al ' ouch so 1 twhat vcWe w< .tere
applied,. a:in17 ie Iy frt sr.. ,ent dif,,icultv.. It is cle-- a " !er thestadid ~l ,dfo t> I.Li el ect i ons and- the Co~mtssiop!-,:I...re~eulaciz-ns,, that: th: C ....... ~ fzit': reaonal....od in. <all!oeat~n:* &xp -nditu,,. s be twcneoi vari n. us states, national and"

e "etp - ThC .,t.



sino an ooinpl1&nsfo the tot ac stte usts a sotple C *a.

cecntaqe of exe~ot costs. -':

C:" ! The selection of four states by .Fox & CClwzu.': , as ,i -

:/:: ? tally' hased ont various lcevels of CaX"P3i9En activity and hasedt!

on the tirninn of' the stat=e canpa.flns, in an attempt to i ~i tte: a

e .c ha.. -'-ze -.  . .. .on nter', jews ;with state c, ?axqn offiia' ..

i: Seitd cz;SinhrLuict: t>; ::,o ..,va:' p-ca oon. acivity in.: eacs -h sta. x

r.; ] rolV 0.? LO nO"r'l I 't lrc:it.iu' ,hcih4.o

-- " fl - .. .. --,- • 1 " . .: v e , .: . i'



Press. Enconjunctio wih these servicen to the 5tio t
....o~saf a as ssoe tote!!io4'es

to ndentifv the various ctaff per-sens who devoted all aL[,I a
portion of their time to the 4ationlal Press. It is clear tlnW
since these e.xpenrditures were r-elated to the Natio::al Press,:::

thy holdnot be aolloccnted to' an ind}ividu.al state, hut shlc
trczated as 2ztional nxnn!itures. (CC. 11 C. tfl. !-,clion 900446 and

F xplantion an l Justi~ic:.tion) .

c'YsI':.uC ,d:: FC2F.''U5:" .

'r t...r thu C'.v'"
adt of c'a mdi: Li

OC ~o: ;1,ianoe )C
* . '-~'fl~ fly,'-,,-

- fro"' 0
~

'cA'-s tit.- tihiL wca; dcx

.:tc,2>" i tsv (Cf. 11i

I," iul or

thle.;,t expiendithurns

• -..

.. ...*- :. . ... . ,jz-u . a w 'r."

a

. -

• ,, .'V



r' pupteri eth dae:a a pe son spent o i te, ...ta:<.r

tniflueneifl9 the &lectiofl in that State. 
<;-' "i.

Since the~natute of[ advance wor:k inv.olved signttt&4

-iu Ctiesup.portxin national press corpS, coiufl }r n

S fundroaising9 activityt the maximu; arouflt computed 
for a 

:4h vv flC

per SOn wa~IS allocated to the var ious categoties basad.g 
4; ,,

percen taoe of time spent 
on exempt actitiC.,S by each 

a -c

petsfl* he Qmmi eatermined that $ 14,806 of ea~t &

salaries war; allocab le to Iow~a and $2..0,324 to ........i~t

on the at'ane '2  ExhibitS" C and D, the tot.al e.xpenditute En I.]ow a

.L-.s S 4-517%C .,, $ 2W ,223 in 1'.;': i-:.-rSh.irQ. It is the Coiw-

w "C2 ~ ..... f.... ... ,.1ZC I in d,,teflhinliflf these

"" v'' "c , ~ ... at-,, - wit>'.' the tom
s O

.1 . . . - - .-... a .
. l ' " ., ; t e t S o p e

'-4 ii



to the oricijoal contributor" or donaerje to cei 1 nr~

hutLi on s f rom poss bi y irne rm issi bte sour c0:S, ! & dnbtt. IV

2. Receipt. of Contribution,~ Es edtl $e Q'e;t&

"The Audit St aff recorviencis ViaLt., . . he C ,,n,,tt~e

pre sent documentatLion tUnt tie con~cihiO1$ "&r* i Wt I

e' csc'iv,, have been' ilenrill ty rbtd. h

cotr["ibutors.

b::~in were ntt OXCCZsvCP.

"?,., ': t ,-" iS rtAt21: i' U', 32 CoA L 1UJt [ 2.S

of ',;.L ,x'r,,z.s i-, ,e xcw31"'i e,-, cnriI' "J" i f5- tnadverte*fltl

accert;', K. ' }:";



"The A .... qeo tfit'r1 o o ,

~ an~S~'~e h ay .e -a >e~ ~ pr r es

rt eports toe tob e~x er~ tha ther- 't V lb

The A dii~ .. Staff rer ed ita theet tt ,ea -t

accurately reflect the nuttancdinn debt as ot .ovem.b~~i O, 980, a:>
h~as refile4 subservMent rer-orts to the extent necesSary" , ( i4Jbt A'.

S.



: ' Relyirdi on the Com'niasioh's ihterpretation:, a n~us~be ox toted
! artists volunteered their sergices to the Kennedy £oc ?re.ian

'C Cn- ttet create ligdted edition otiYlworks o art "40 it
Conittee coul.n, use to raise funds . The Covuittee~ paid cot. tih

0materi[als used aid other e.xpeneses of production whi le the Jart'ists
donated their ser'Aices. Th? ar-twcnk consisted Of lirnlt~d e;iio~n

0 lithooraphs a ntI serir aplm:. 7,2*22 picC~S c¢ere cteooted, of vshich

• (Sc- .>hibit ()}

. I_ :e of the Artwork

'i., C<'" I. ; ...., u ....-i t~hc cnr:7'.k in Lh,-. ,  UflV5 1 2 rn:e artwork

TI : ;': t . 2 ' t'. 101 t-, .l1 . :',t ., lc ' , l -, L "''',ni.

...... ...- ;'% o ,t't w t
-. : o3- -.

.. .. .. . . . ... .. : . . ,'-; - ' )
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Similar peitio s a~hich suche rorrty o£U1 ircn

estate tax. See 26 C.V.R. Sections 2.2002-1, 203hi' (1$Q.0

It is wo~l settled that restrictio n the sate or disositt

o....property .. must h -e-ta::cn into account in deteriniflf its fair

Estate and Gift Tasatiefn, Sectil,n 2$12, 10.01 (2)it D)(1$73 , & SUP:-<

19a o ;. T h e o y e z ti " ' "  o ft a; a ris- in.. . ... ... f.. . .. tt n ~ n
salce rL dispo;c'ii ef SCC.'0 in "> VT >%.i CLN't'3t100$ S t

stiltzer ". Covi:-idflc:,r, 153 .. .& ( i i. 96;Jate .

chcraci:t-icc 1, n;K::, rt-.-;. o: -xo,- ... , , r -c:. factors '.ist be t.
"c, ... .,-,,- ir :, : ... _. . ... ... ..:.:'.-: -, :- . C ,. lo f e .

4- 2.



~r~h ~ ....~:' Nca htIQ .t th ai t' t:e> ' tV ''pC agt t*& ue
Ne PQ "co b io. & .. ...

N ~ o h ao;: .. e-:- :". ': z, c~r amasO

C[o..]:::: ~ e i t~n t :< i:' '0' ' 0"t "' - .. " 'h :

a

moen o cont-e ibv ion,- nct . n;ta h :r's"nrle*vln"



(qo ~itt r-e Wq 1Se o!£tea wr ud r.a>nybk ' :h . o

. any pati eu~arpri' t blow $500 T~e "aP rfs v li ii'  ". ,.a -

workis te retib 1%O~OWue ofechpt o<l4de i n ti~lly,,., t

det ale mietO t~ a tof any & Ve r.tts@t0- '~

nTbehisd to tre eve "ica?2t4 ase". fsls :~ ton ,

Cmif oe iattet to carleit the p~fnts co;mlarklv.,, e6~i 'i ae "

cjout retied t~o tk actcount of thle resrito atpoede ot

Giontte'5 us of rsten artostr would eranl brin theolsafle" ot're

auny artilr, iint )teloA n $500 Tiedapcationc valu ohe manka- of

wok'e~t isn reazi ivle! f eaha pin hsaesol niivwIlcl atr th

C entir~e sis has bten:,. s,>d- Ibanl thins !oy &an aprop iot a-

roa.- t of eac h pnc's': "awoth .to a u " in ivi nlcecth nt tihe

value :;.o a nli '. UE por nt t he: C a ,o 0,itte wof lcl be math l ..

Thsi r2evni h bsneo ae retitifs . P

Coatite, i&e oer: t:~o marttb pori -,se ic ziensi w& ad ha e

miss tionn rnato oto ol eet woeae t C

<"/
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4 -~2 ~Y - - -

t.n a ~p~yerV*ivrrwq~r ~, sevt#la~e*rnii~ ~'eae od
The i*tod d&s&rtbe4 'hkte4w tuat st tct\~d 4bWU & ttkt z
counttirrg protsedure~, pr 44~cfe4 ti s~ s~te i~Vah4 -r&t~Sonal t on
reletttel-y~- e~syx t& eomp#e and ~ .9tWe~ ttW4Vp tr~ - >~rat~t~ne
eiay have provideS stt h tiN' wo~we atcuirat~ ~es+tiMtet 'but ~qt4&4ovo1 ~&flq4i
lengthy accouttt4~4 g6bi~tttnians that tn4gnitt0~nt At 9 %4i4:tn. ~eci&r4t vo-uld
be tuore than ottstt by' the coat of ~athtWing ~ P4fot~ £4t~ 44 Ap$yttS the
coup-lax methodo ly.

The fxrst Sta? in daterwn4n& the qvh~d~ alt c~4t4ew ta~tr*s ted-
uating the peroe~L4~ of tI~ spent b~ ei~,eh s~rat~ ~it*t~ ~ e~z ~p &ice
and Eun4tat.stn~ OC-tD4~y. Since it. tide 4sctLett tp j~d h4i A~4elt~ net on
for all atnies in which there are stetg ~tetd o tXees~ ~' s~4gwI# o% ~r- states
w~ selected. The stla~tioO or st~tas' w~a~ ~asiad op cW& ttmtrt$, ~ t, sit' to
prieiary or caucus end the level of 4aej~fttgfl ~ot$Vtty ii~ the st4t > ensur-

ing a representative sn~pte on which to base later co@putatt&ns. te ~ieeced
et ce-s were Ohio, N~ York, ?4~w Hampsl Ire and lo'sz. EAhtbtts tA stwnrlae
the corpttance and tt~ndraIs-ing tine spent b indavidu4ilt In these ~ ba~-: I

en out discussions ~ith tie state desk ~eopie dtrttcclng the cas~ai~n activity
in dv se&cced states~
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V." V~Af;~pNhed ~addu - ~4\

tha~t you ww1~o~~ tt3~#~ t;~ xtf 4: ii C

-- . I

N

C The interviews ~ c.onductCid to ? ay1 198Z. It is r~y ti~dWitr&ridt~ t. st

C prior to the intetviews, a g&n&al disc~~ssdoh ~as bel& w4th aU tadtcA$Iants

where exempt costs were defined, and. ~pscific ~1Vtqd. t4i~Ve

C Interviews, each partiicipa~r wn a'sk~d t4 revieW~ tistins ee ~t~W&aSsifl II'

or her sr te and In4tcace if he or she. knew the pa~0At&g~ tfr time. ~& b

such indi4dtals on e.xai~pt functions. It the i#i444Lite..ra4W4 tAn

"4

unable through personat ~inwie$~e to estimate the time 4"avoted by s eel -Ic

Individuals lie was requested to make inquiry to the in4ividu~Us invct~e4.

9eciric situations were analyzed ~5 our jcco&intdflts aided KEP's staff in

arri Pi1 at appropriate percentagr figtres. This echniquv to dat e th~

~:e at tite spent en specific activity is In accordance with ger.eriV:



the f'illitng out: of the FSC exoenditure form, and the keapins afrjd reporttn

he, attribute-d to compliance.-

Overlead: cos tcs are defined, as ,those costs not direcri. addisig to or,

readily identifiable wth a department or other cost center1 or In h~e. ase

of a' political connzdctee to a, component or task of the corwvltee. Since

overhead costs cannot, as .± practical ,ter,. be traced directly to ti:v duam

CoStin t:fllt (c¢rr.,'. nts) ,tt the i re the ctvt Is hcurred, an accetaablr

(K



and rational is generally, construed t.o :be a hig her staoda d t1 an: a.,orr ...... , "..

I hope this cliri~ies any jroblei s. If[ there are any q~uat .i~a plS : ,. :.

cOntact ~aG.

\Very' truly yors.,

,e.Aer of the Firm

. , ..
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0 FEDERAL ELECTION COMMISSION
WA&SHINGT(O) D ( 2046 ~'AUG18 p3: 17.

August I'S 1981

NUSOPAMDUZ4

TO:

1IIUGB:

THE COMMIISSIONERS

STAFF DIRECTOR '

AUG 25 1981

SUDJUCT:

BOB COSTA
FINAL AUDIT R3POWe -
THE KENNEDY FOR PlinXsiTin COWIIEE

:3 -- Attached is the final audit reor on the Kennedy fori 1 President Comittee along with the legal analysis provided
- , by the Office of Gene.ral Counsel. RAy findings referred tO

the Office of General Counsel are attahe as exhibits 1-3.
- ' To facilitate discussion, the comttees response to the
N itnterim audit report is attace as exhibit 4 and all changes

and/or additions to the report based on the Coimttee' a respns~e
T €" or General Counsel 's recinmndations have been under lined. We

recnd the this report be placed on the agenda for the
* : scbedul~d rxecutive Session on August 25, 1981.

" Since the Audit Division is not in agreement with the
c Counsel's Office concerning a numbr of matters discussed in
~the legal analysis each of these matters will be addressed

.- " individually below. If you have any questions concerning
any of the matters discussed below, please contact Ray Lisi
or Joe Stoltz at extension 3-4155.

Attachmenits as stated



ul.s. Missing Records (Audit leport, Page 5. Legal
Analysis. Page 1)

Additional language has been added to the report
incorporating the Office of General Counsel's comments.

5. 2. Loan Records (Audit Report, Exhibit 2, Legal
Antalysis. Page 2)

The audit report recouumends that questions concerning

the adequacy of collateral for six loans and lack of dociinn-
tation for two (2) loans be referred to the Office of General
Counsel. The Counsel's Office agrees with the referral to their
office of five loans 1/ for which the collateral listed on the
loan documents apparently did not exist.

Regarding one of the remaining three loans, Counsel
~states that the referral, based on the fact that the collateral
~(the appraised value of artwork) equalled the amount of the loan

principal, not be pursued since the only relevant question for
, purposes of the Act are whether the loan is adequatelyseue

and whether it was granted in the ordinary course of busines
' for the lending instituion in question. They further stat that

the practices of other banks do not set the standards by which
~the legality of loans from other lending institutions will be
~measured.

~The Audit Division feels that the standards for
determining whether a loan is made in the ordinary course of

~business are clearly stated in the regulations. 11 C.F.R.
100.7(b) (11) states in part that a loan will be deemed to

~be made in the ordinary course of business if it: bearR the usual
r and customary interest rate of the lending institution for the

category of loan involved; is made on a basis which assures
repayment; is evidenced by a written instrument; and is subject
to a due date or amortization schedule. A3 noted in the audit
report, we do not feel that a loan collateralized by artwork with
an appraised value equal to the principal of the loan offers
sufficient protection to the bank in case of default and would

not assure repayment.

1/ The legal analysis refers to only one loan for which the
-- collate~ai may: not have existed however in discussions

with the Counsel's office they have aqreed that all five
loains shc'ill be referred.



lMeorandum to the Couuimsionl
Final Audit Report
The Ke,~nedy for president Couluittee

Page 2

Further, the Counsel's statements fail to take into accott

coment5 made by the Committee 
Treasurer that, 'The 'appraised

value' of the artwork is the retail value of each print. sol

individually, after the entire 
series has been sold. Wieti

may be an appropriate approximation 
of each print's 'worth'

to an individual recipient, the 
value of an individual print to

the Committee would be much less." (See Coirumittee response.

Page 15) The Audit staff believes that if 
this statmet is

accurate, the value of a series of prints 
in the hands of a

lending institution would not be substantially 
greater. Dence

a question of the adequacy of the collateral is raised.

In regards to the two remaining 
loans for which wo loan

~docunents were provided, Counsel has made no couuent; howve Hr.

since these loans were secured through the same bank as the loan

noted above and those were the only loan documients whichth

committee was unable to obtain, we 
recend that they als b

referred to the Counsel's Office for further investigation.

(Lgl AnlsS ae3; Adt Report aege_6)

~The Counsel's Office has recommended 
that this section

€" of the report be rewritten since the 
CouEmittee's resoonse

was not organized in the same fashion as the interim report

C! which made it difficult to integrate the response into the

interim audit report structure.

e- A number of alternatives were discussed 
prior to a decision

~being reached on the format to be used in presenting the

¢- Committee's response and audit 
comments contained in this report.

It has been standard practice 
in final audit reports to reiterate

the findinqs and recor'tendations 
as they occurred in the interim

audit report alonq with the 
Comm~ittee's response and any 

other

facts pertinent to the situation followed by 
the Audit staff's

final reconendations. This practice serves a twofold 
purpose:

1. It provides a public document containing a complete

picture of the chain of events which culminate 
in the final

recoi~nendat ion"
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NimoranduM to the COmmission
Final Audit Report
The Kenne5dy for president Cogmittee

Page 3

2. It guarantees the Couuittee being audited thatth

f acts and the recommhendations made in the interim report am to

which they have responded remain 
intact.

We feel that the format is even 
more appropriate in a

situation such as this where the 
Committee s response was

both lengthy and detailed. In addition, several of the areas

addressed in the Committee's response were not 
contained Luth

interim report therefore making it 
difficult to integrate t~m

into the categories noted in the interim report. Additional

language has been added to this section of the report which

we feel further clarifies the chain 
of events.

4. Per Diem and Expense Reimbursements (Legal Analysis,

CPage 4, Audit Report, Page 8)

5. 0usanig et(Legal Analysis, Page 4, Audit Report.

, , 6. Other Vendor amet (Legal Analysis, Page 4, Atudit

Report, Page 8

€'"Additional language has been added to the three secion

t , of the report noted above incorporating the Office of General

C" Counsel 's comments.•

" i. Overhead Allocation (Legal Analysis, Page 4, Audit

Report, Page 10)

In regard to this section of the report, the Counsels

C" Office believes the report should state 
that if the dccefljtation

,- supporting the Committee's calculation 
of the percentage used

to allocate overhead costs to an exempt category are supplied to

the auditors and the definitions of "fundraising" and inonliaflcew

used by the Committee comport with 
the Act and the Coamission's

definitions of these terms, that the 
Committee's allocations

should not be challenged as unreasonable. The Counsel's Office

further states that if the percentages 
at issue were calculated

on the basis of the personal knowledge of Committee 
staff, that

the information be accepted without 
requiring the Committee to

further prove the staff assertions and recollections. They

support this position by pointing out that it is unclear what

type and quantity of evidence would satisfy the standard Of proof



NM.orandWU to the Commission
Final Audit Report
The Kennedy for President committee

Page 4

in this regard and that in the case of the Carter-Mondale

Couuittee portions of national salaries were allocated to 
ept

categories based on staff interviews which were accepted

requiring no additional proof to substantiate the staff estimhate.

The Audit staff agrees that if the Committee can provide

the documentation from the accounting firm and that if the

definitions of "fundraising" and "compliance" are consistent with

those used in regard to other committees, that the allocations be

deemed to be reasonable; however, we do not feel that we 
are

limited only to accepting the Conittee staff assertions and
recollections and that we are prohibited from asking for

additional information if deemed appropriate.

-- On Page six, paragraph two of the Analysis, Counsel states,

"Assertions of other committees as to the amount of time spent

~by staff in various activities were accepted without requiring

- additional proof of those assertions." They cite as an ezJ~le

the Carter-Mondale audit whereby staff interviews were used 
to

' compute percentages for exempting portions of salaries.*

{ "There are a number of facts, however, which distinguih

t , the Carter-Mondale situ..tion from this one. In that irnstnc

the auditors had access to a report prepared by a CPA on 
loan

' to the Coumittee from an accounting firm which contained detailed

computations and documentation to support the allocations8 
made.

L" The report was prepared early on in the campaign not after the

activities had taken place as in the case of the Kennedy Cittee.

.m In addition, the auditors had access to payroll records which 
were

~also used in arriving at the percentages. The auditors also in som~e

cases spoke directly with and interviewed the individuals 
whose

,- time was being allocated.' Based on this information adjustments

were aqreed upon between the Committee and the Audit staff and

the allocation percentages were adjusted accordingly.

Therefore, it would appear to be consistent with past
practice to request additional documentation beyond taff

assertions ir. arriving at a decision as to the reasonableness

ind accuracyv of the Cor~ittee's allocations.
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2. Interstate Travel and Comunications (Legal Analysis,
Page 7, Audit Report, Page 11)

The Office of General Counsel's comments have been

incorporated into the audit report.

3. Media Expenditures (Legal Analysis, Page 7, Audit Report.

Page 12)

The report has been redraf ted to include the media totals

based on the County Coverage reports and also notes the a4dLti~onal

informtion needed from the Cou~ittee concerning certain La

<,, buys which are necessary to verify that the totals are correct.

t"2
4. National Press (Legal Analysis. Page 7, Audit Report,

ql" Page 14)

,0 "In this section of the analysis, the COunsel asks that

0 ye note in the report that we agree with the theory that
€ reimbursed national press expenditures ay be excluded from

" , the overall and state spending limits. Language to that effect

is nov contained in the Audit Report. However, Counsel further

"--T I states that they do not believe that 'any additional information 
- -

such as proof that an expenditure designated by the Cmmttee as

one for press was in fact so used - - should be required.'

Here again as we stated in our comments on Overhead

Allocations, we do not believe that we are precluded from

requesting additional information from the Committee to support

€ . allocations made by the Committee. With regard to any expendi-

tures subject to the limit which were subsequently reimbursed,
the Audit staff has always requested and reviewed doctuientation

which supports and verifies the transactions.

The Counsel further states that they agree with the

Coiyuittee that 'an employee's salary need not be allocated

to a particular state to the extent that the staff member's
time was spent on national press activities.' The analysis

cites the letter mailed to the Cotymittee stating that 'salaries

of national campaign staff members who travel to a particular

state for a limited purpose not constituting advar, ce or field

work .. need not be allocated to that state.' Counsel feels that

ministerin' to the national press falls within this category in

that it is not advance or field work.
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The Audit staff disagrees with Counsel's Office in this
regard. We find no justification in the statute or regulatiom
which exempts an individual's salary from any limitationsbae
on the relationship of their work with the national press..-
letter mailed to the Committee states "Expenditures for advanc
staff salaries should be attributed to each state in proportion
to the time that the advance person spends working, either out of
national headquarters or in the field, in connection with the
campaign in such state (see AO 1979-73). Therefore, the salaries
and related expenses of both advance personnel, and field staff
(e.g., coordinators working in the state) must be allocated, even
though the individuals involved may be assigned to the national

-_ headquarters for payroll purposes. In addition, any expenses
incurred by the Candidate or by a spokesperson for the Candidate

. who is not on the national campaign staff (e.g., the Candidate's
family) while in a particular state are allocable to the

- respective state. The Commission has, however, recently determined
that the salaries and related expenses of national campaign staff

' members who travel to a particular state for a limited puroe not
,. constituting advance or field work, but rather associated vith the

national campaign effort, need not be allocated to that stat~e
I Based on these statements, the test as to whether the expediture

is allocable or not is whether the expenditure was for servioss
C- directed toward the national campaign rather than to the capagn

in that particular state. The exemption allowed in the letter
€" was clearly directed toward those individuals who are part of the
,. campaign's national staff who traveled with the candidate, or tO

a state on national campaign business, and not as in this instance
€" advance staff whose main purpose was to arrange candidate appear-

ances and associated press coverage in a particular state.

5. Copliance and Fundraising (Legal Analysis, Page 9,
Audit Report, Page 15)

In this section of the legal analysis, the Counsel's Office
states that it has difficulty rejecting the Committee's allocation
of various percentages of staff salary to the exempt categories
of compliance and fundraising in view of the basis provided in
the audit report. They further state that "the Committee is in
the best position to determine how and to what e'xtent staff time
was spent on certain activities, and absent some indication that
the Comumittee's assertions in this regard are niot accurate
representations of What actually occurred, we find no reason
for n accepting what has been presented by Kennedy' for President.
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The Audit staff mst again disagree with the Counsel's
reasoning as it relates to this matter. Although the first step
in determining the accuracy and reasonableness of any allocatim
is to review the Committee's workpapers, we feel requesting
further proof beyond just the assertion of Committee personnel
is both necessary and justified.

The audit report has been revised to include a statemet
further explaLning our reasons for not accepting the calculations
and what additional information must be provided before we viii
adjust our original totals.

6. Advance Staff Personnel (Legal Analysis, Page 10.
%" Audit Report, Page 16)

,q,. Counsel states that its connts contained in the analysis
-- of the Compliance and Fundraising section immdiately proceedinag

this section ate equally applicable here.

Consistent with its prior comments concerning those
' allocations for which the Committee has not provided sufficient

p documentation, the audit report notes that no adjustment viii
be made to the Committee's allocable totals absent the preseon
tation of adequate documentation supporting the allocations.

CTimely Processing of Questionable Contributions

. (Legal Analysis, Page 10, Audit Report, Exhibit 3)

~The Counsel's Office suggests that rather then referring
this matter for compliance action that we recommend that the

S amount of fu ads that can not be verified by the Committee as
coining from permissible sources be disposed of in any lawful
manner by the Committee within the ninety day repayment period.

The audit report recommendation for referral of this matter

to the Counsel's Office was not solely based on the fact that
the Committee failed to maintain a written record noting the
basis of illegality with respect to the contributions received

as stated in the legal analysis. The Audit staff and the
Committee still do not agree on the total dollar 3mount of
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undocumented contributions remaining in the escrow account

(see the Attachment to Exhibit 3). Since this is the final

audit report we do not feel it appropriate nor 'onsistent

with past Commissioni actions in similar matters to issue a
final audit report noting a Conumittee's non-compliance with

a recommuendation.

Receipt of Contributions Exceeding $1,000 Per Person
(-Legal Analysis, Page 10, Audit' Report. Exhibit 3)

This finding has been deleted from the audit report and i8

attached as Exhibit 3. The updated information requested by the

Counsel's Office will be provided.

~III.A. Determination of Net Outstanding Campaign Obligations

(Legal Analysis, Page 11, Audit Report. Page 20)

The changes recosunended by the Counsel's Office have

~been incorporatei into the audit report.

t ' II1.B.2. Payment of Parking Violations (Legal Analysis, Page 11.

pAudit Report. Page 23)

OThe noted paragraph has been deleted from the audit

report and the appropriate regulation cite added.

0D



: ~~The audmitte covsered t the perodedmerna l..,. i i t ..-:on:,
Cotr son ongOtobe, 19 7 a the p cvrinal a paign coammi t,; ."

~ nrrpntfilon t the office of the Preidt. of the Unite&%S, u.::::

~~a beginning zash balance of $409.,168..91, total receiptis i~ : .:f- .-

$ii,80 4,i66.54:, total expenditures of $11,953,4 27.73:, ..a4 a
closing cash balance on .August 31, 19.80 of $.259907.72.. .....o....f
August 31, 198'0!, the Commixittee repQrted expenditures of!. :r'':: b<I:  ''

$9,782864.7 sub~ct tothe oerallexpendi tu re itt4l

i/ In accordance with standard Audit Division practice, a ia! w .
- was made of the Cominittee 's expenditures throuqgh De~emb 31,

19E60, to verify that each was a qualified caxapaign expns
an to determidne the accuracy of the Statement of - . .i
Outstanding Camnpaign Obligations as Of November 2 , " 984
Although the Threshold Audit Report covered the pe:±i : :4
October 29, 197q through December 31, 1.979, the ui1a't:it.y

of records at that time necessitated that the nmajori'ty of
tnc tests con....e i n this audit cover the period Octobe~r 9,
1?'), through August 31, 1980.

..... !l



Seci~n 434(b)~ (3) of~ Title 
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gorethe remoutnt po d av1 alue in X w the - l .. u

ye artete it th da~~tesn.muto ays. h

Section 434 (b) (3) of) an ()fTtle ithsuer Unie S',,i a ei!

Sae oestates, in part, thateahrpt shal dic eth dnif n

ndaresof each person who makes a n contributi."fl( an to hec t ii~oa!

aggregater mainto valu cnexcessiof20with eggeaini idt h i ! i

drnaaedryear, together wihtedaeadaouto-n 
suh ribit fl

Sion Bac)(ound an ()ofTtl o it

Stats Cde tats, n h parod tadthe teue Cof~ ackt# 0

bhl pank account Selvcontributionesreaecount 
d were rmai ;a! a h

atn a ca pain off esn wh ue reaiynri b3 a&Ofln . :iigg i

of ac0,cogthe watineth the tate emoun, and the Se~i~

ankccounts. Sven()o hs accounts were usd o un s ed . a ' e o n the

cnd were separate from' the fudn f" stte offices '
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re ealed, thtt 34 e~p~nASturGS I

7ht exrnd t~ ep aDp~arad to ~
expenseS an4 tt~ e Ad4it &t~tf f
to report. Further, Committee
cause of this problem.

tures1979

Reco~ienda t ion

Si~ the CommiLtee has
nation. &he Audit gtaff r~cor

on this jTt8tter

K



~~Re commenda ti on

Th. Au,,t staff recommends no rthr ctono tt mt.....

S3. Miscellaneous Adjustments

~In addition to the matters noted above, our

review of the committee's available 
bank records and tests of'

the receipt and expenditure records 
revealed that the cotnmittee s

reported activity was misstated 
due to the followinl9:

a, .<9,00.OO of reported contributions 
which

were returned by th-e ba n due to insuffjicent funds improperly

... s; and

b. a $- , I!. 66 ovcerstatemel of .xenitr

due tce - ht.en-a - J

recor n~g. ....... .. ... Thc end rt c tsL ci ; " the

.]']



~st *adt~

be Cc~it*ee'S X*po~t~. ?1~%
.54 in prey ~u~.ty ~np~t*~

Reoo~endatiOfl ji: i%~2~t

9-6' Tb~ Au4it staff reco~
ends no further action on this matter.

3. Mi scell ianeo us Am ]USt rent

In addition to the matters noted above, our

review of the committee's available bank records and tests of

the receipt and expenditure records revealed that the Committe&s

reported activity was misstated due to the following:

a. $9,000.00 of reported contributions which

were returned by the bank due to insufficient funds improperly

adjusted on Committee reports; and

b. a $9,181.66 overstatement of exenz t C e

due to mathematical errors.

The in~eri~ .di rport cot~ain a._ec

m~dation that the CoiitteP amend it._ rpot to :_dj i ' .
.r~crtina rros ,0e obv. .... The amended...... reports_ f_. iled v.-



mad eaiht (8) ritten:a reqst rennnon O~rtobern 23 98i

T he oduction ofriu missng bnkao records g i~
to rstpeCosmttee Lan iscu~ssds withf heo Janutayv9ni9ip bf

ltndailweny basis bank aeret whrrich werh~e ttei~gtf ts
rcaneted u chec hano uepos ti t s4lps.z Thes iing ba 15od
wetr neededin orde toi reued. repori4te figure tads Aol ate l

resulted 3n aitional ~hcorectiondt therai5 %ommite~e a reo t an

obtainte adoidedl sallreted e ords ptetn to tbainch

mis hg eo fial listof tmsn bank accounvrecodwsgie

'Li-



Sectin 1a. b ) (14 TA)! an i 4ola:(c o:h~ 'PO4 2~OZ~e

Regu i atioIs states, in. part., that expenditues made by a ..

: candidate s authorized conmittee.(s) wh ich see.k to inf'1uex:ci tJ:: e4'

! nomination of that candidate for the office of "rsdn of th

United States with respect to a particular State shall be a ~ ~e

totht.tt. . n a nat htep~..:!!,

Code o£ Federal Regulation states, in part that experit4 .. i::<r

¢ staff., media., printing and other services used in a cazriinin i~
spcfic Stt hall be attributed to that State, and th'a't : p pdZ.-

tue"y rsieta C anddae for use in two (2) or rnoi .St e s,

sh~all be attributed to each State based on the voti.ng ag~e por  1 Ol

in each State which can reasonably be expected t.o be infil n i'e' by

such expenditures.

A review of the Commnittee's system for alliocating expe~4i-

tures to states revealed a nuimb er of areas where allocations wiexe

not perfor~.-. An extensive review was made of all expenditU

re14ting~ tz the states o Ne' Haempshire and. Iowa since theSe W$ :

the cn. 1v states where t..e !lmitations were approached.



T9 Arwo he itaterimlacaditnreportsas deni:e.tei~i x

~~ctatrithe Cofited ntalct n expenditures as cntaiing rrorsor ovts' o

treui nl~eing adjsmet o ts durin t hl foth New MHa~pshi ... ';

CommittAreviweo'th state allocation roe o ta ie ports i rev ii: 4e4-

performed to identif~y expenditures relating to the Ne si e

and Iowa campaigns. The results of that review required ition <al

allocations of $34,786.01 to New Hampshire and $8,917 .22. t Iw..

2. Me d ia

~The Committee did not allocate any expenditUraS

I from its national operating accounts to its media firm for th'e

~purchase of radio, television, or newspaper advertisinlg even:

' though the media firm had supplied the Committee with detailed

information with which to do so. The docum~entationl supporti!g

the allocations maintained by the xmedia firm was reviewed. by

the Audit starf
"  The review disclosed allo ton of$4,A l

} to New Haxpshire and $85,668.8B2 to Iovwa.



- the reai ing $,244. 24.

~~A reiew of the Commitee-'S 'S 
tateient oif t4,;:.

: ':! An analysis of .other vendor payments and. the

docu mentation maintained supportingq these paymrents (ie.,n:ndn

&ain c•s ,tr the operating accountan a revie oi', ;

i e:; ~erd ltures 'from September i,~ 1980 -through. NOve -iber 30, 1i980 ,

identified additional amounts of $2S,17!,79 a1Jlocable to w :

Hampshire and $4 7,287.44 allocable to Iowa. : i



!i ' T'he Commttee proQvided t:he, A dit sta

Hampsh~re and Iowa., Each. expenditure: on the printe
into one (1) or more exempt (not sub ject to t:he exp9

C or non-exempt, (subject to the expenditure limit) cea
as follows :

Non-Exempt Category

'iI. Prima ry

Ii Exempt CategorY

1. m r2. Ftndrai~sing

3. PhoneiTraveI-Intersta te
4. National Press
5., Other



of overhead and payroll :relatedl coQs ts can be h{ag~ t<i ex "".i:.i:>"
categories, we have difcut acceping te re asisrx 1en. as.........
of the calculation based on the iited. ......... a..... wiii-hha....
provided concerning the procedures ....used. " /'

All that has been providaed by theC ,itt - a -;!

letter fro the. accounting firm, exiplair'ng in gie@ ral .tertes th i
procedure it followed to a/rive at. the percentag. Th ife
states that the amount of comp.ianc a nd . fundraising ime sp{ :. ,!i!£
by individuals in the four states w'as d!etermined thruih is cL !Os

with the state desk people directing the c amaign act..... in t hat,

discussions and calculations noted in the letter wee o ati.l
for' the Audit staff 's review at. the time the Committee's ) ehpns:,e' .

was received. In the absence of these workpapers the-Adi sta£
has no information concerning the questions asked of the campa ign
officials interviewed, how the interviewers defined ".compiiatiee
anu "fundraising", on what .basis the persons interv~ewas agned.
percentages to each starff members) activities, or an y ot<het ereOds

2 The ur- 4 states we re .ew Hamnpshire, Iowa, New York, a~id



a~.I.!aloate to ., s w anpshre, o i .on the bis. of: the C o' 2

' a~ 2.na Ipni rste~ rra vat ion .. .. n qt on

1nTh mitsrsos h ~nttee sz~ie teAdtatdf "'~~e e

papers: which they stated would support t he Comm~nittee's a.1c or
of long distaace telephone charges to an exempt category. i
wOrkpaipers indicate that. all calculations for detrminingq th
amouint .of long distance telephone charges allocated to- aB; e ceh p
category for New Hamsphir-e 3/ were based on .reviewing two (2).... ..
telephone bills. The workpapers state that 62% of the tot amo+ -unt I

of all telephone bill s were long distance and that 27% of ... ton!g .ii

S phone charges for-New H.amrpshire, both those, made at campa;i :,.--
headquarters and those contained on .hotel bills and expen se-
r tbursement forms, and the resulting amount allocated to "an. :
ex . xpenditure category. The Audit staff is unable-to v eify
the ,curacy of these percentages since the Committee prvde nly.
the summary pages for the telephone bills which did not inc.lde the.
itemized listing of phone calls. Further, it w guld appear that i£
the percentagje calculations aire correct, a samiple consisting of
two (2) selected telephone bills, is not statistically valid.

3,! No records we're F~rovidied for tho Iowa comnputatlons.

<,



during the .fieldwor k) was incorrect. 4 / Thyf!~htaa d: th

Corniittee used a new alloc~ation form ula b]~do h

the viewing area, and posible viewerso ai: . particuTW sta 
'

to allocate the COSt of a broadcast. " H~WeV r ote hnalter J~

from th ei ::r med '. i a fiurm .' explain ,:[in g tha Ot': . . they had"l!!!" ralcu~ed-'e( the '*" meda;i;.

basis of "Area of Dominant Influence (ADI) 5:/ no0 other o:k:ap- <

supporting the reallocation of media expenditures was. suppx
.e to ''

4/ AS noted earilier in this report, although provided with! N th:e- l

-- edia allocation totals by their media firm the Comittee .

had not allocated any media costs....i

5,' The Area of Domindnt influence (ADl) is a geographiO sign .

- which defines each television market, exclusive of anothar , '

based on measurable viewing patterns. County coverage Reports "e
detail for every county, net weekly circulation (nw .er ... l
of different households viewing the station in a week).,

f or every sta3tion., whether the county is~ within or outside
the station's AOL. i!i



2. ~, 4~5~ i~ i~ed4a. bu~ys a~ o~ne IY ~
V~eri~iont TV stations refe~re~d to above w~r~ reVie~&d d

aud~it f~e1~dwotk that wex~e denoted. '~N.H. pra~y'~. Th~
t~res did not require an al~.ocat~ion to New i~shixe~
method but most. Ltkely would on the basiS ~f CC~.
revised fig~ures did not include any a3locatiofl to New.
fot these purchases.

3. On July 8, 1981, the C'n ittee: provzAud~it stdff with schedules indicating that refuinds fro&
New Hmpshire and towa stations had bee rec~eiad "n th

a d $3,5O2 should be deducted from the New Hampshire a 4,
aL1~ocations:, respective 4 y. These, schedules were dated ,&
1980 while the media firm's CCR realoCat'iofs were d} atei4

21, 1981. Therefore, it appears that the refunds are c~a

under ADJ percentages while the time buys are now (e

under CCR percentages.

6i Two (2) of these were Spr-ingfield, Massachusetts stations,

- twu (2) were Burlln,]ton, Vermont, and one (1) was New

Be~dford,, Massachusetts,



The....Committeeallo sated nisrepne.htec

was~e reviest eterinie, whthr r o the expenS Lture was'2

stateed tateiue! the Coxnmtt.tstethd f ilin he pres .22/% o

mayo h epniue allocated to New amphire s ' lowmite,



pre~td t he Aomitt ~as alosate ha.te:l e

of v~iO~s Taf erss whoi s etaff e as l o adjse pan of d i~ S

allocte tol Ne ss Hampshire d .nothe bea 1ocatiQno

basd on~. tte bomiteesol eptreatda ainl.ina*a~~

5eCxpl~ndan Audrasie 7

Th Audit sta d ins no s stpoyoregl~at 0 .

thee ativ tshasbe fee te Committeeeno ........ z.y, :;i ;:. :

preentfedetothe Auditzu s. , taff. eretg, o ..... Z ...

time, th t hea Auit staffcrdhas ngo adjustedany te at: - urzts:::.i

baed o thet Commt te resons arltoa x i

idn atied f each ivdulsn tieo a peentea or an "

pasticular fundraising event the portion of their time s peit o;n

that event was. charged to an. exempt category. They further stated

that overhead expenses were isolated and a percentage fotmula was

applied to all overhead e.xpenses allocating a reasonable am~eo in- to

legal,, acczounting and fundraising. A review of the computer printout

7, Secton of the Cornmittee's response contains an explanation
tnc do x.vticn of the .>ercentages used in the Conmittee&s

cjl i2~ .: f the allcble totals in Subsection 5 Compliance

, nd Fu r sn and a jFortzon of Subsectton 6 Advance Staff

<'4
I



~~ oorevewps the maiumaoun cp. r h: vn~ pes

'!as; alctee towa the aiu thr S bed. :, ai en~itag'

of~ tim spent nmtaciton i .es byeah avaci p*

A orevie of thoe conueX0ftotsppdb

The Committee rvast tth s Gono~dte ... has~~~e . ... .... edya p oratt .

a of each advane person
t as welare t~r~ o an xein cg'r braisod o0 nM

wht ears tnivdul be thaoveoin the r etaqeS: rviea

jlustiicetinf atoa Pertaes..3

i Othe~* uraiing 10-1u7% 'al~n orase n

day work week, no change has been t.ma}e to the amou.nts o'riqinalU

i .located for advance staf'f personnel..



t'he tearm 'peson' to. include a partnership,, c ziitee, associad n.
corporation, or any other organization or grouip of£ perohs

Code states that no multicandidate political coi tee ., shall
m~ake coribu~tions to any candi date and: his a~totize-doit,.i i ,

in the ag5reqate, excea;d $5,000. . f~[

1. Itemization of Contributions :

A review of reports on file at the Co isio r v,a)e
that 28 political committees reported making 31 conributions tO the
Commr ittee totaling $3Q,322 00 which were not itemized on ih

Cormitteet s disclosure, reports The Committee mnaintain , iaie~ of ',

the transfer checks for seven (7) of these contributions.



potticin£ was contri !uted to a ,cI~raD i rgan tio s.... ce. . re..

For the remaining apparent non-quaified comit!e

informed him that they had ac hieved multicandidate status p ib< t
S making the contr~hution. A review of recordis on tile at ee / .

Comr~ssion indicates that the committee met therequ.rements o
obtaining multicandidate status on April 8, 1980 which was fout (4Ar days after the contribution was made.

ince the excessivie contributions received from= two (2)
of h oite have been disposed of properly, the Audit sta ff
r-ecommends that no further action be taken.

Further, the Audit staff is of the opinion that the multi-
candidate commttee's qualifying four (4} days after contributions
exceeding $1,000 were made is immaterial and recomxmends that no
further action be taken on this miatter.



Of tl\e $l7744~9.32 in

were supported by unpaid bills,

ed de~bts9 ~letc.

, Rec€omifndati on
~The Audit staff recommends that no further action be; .....t on' .

thnis matter.

F. Matters Referred to te office of General C ounsel

Certain other matters noted during the 
audit we;re

~referred to the Commission's Office of General 
Counsel on

February 9, 1981 and June 25, 1981.



e .eneS.-

th-At the daeon which of ~te yu~ f m , eisd ori, t& ai :ieiza te

staem ~en as of Noveber 28, 1980 wmasch paue4. TeAa
madt.,e nesary angt~ft to ths dst~atena t~ pof ihede ty'

the. F cadiat. cst~tion as3. of) ovemer 28, 1 8Oe lanto '

0 crreth matenmpent aconts paabe d te Cnoiiidt Y

etaof indiage dwnhv cost (seiAttachmen 2). : e6.

Cisiinl prsuatin t 1 C.F.R. Setion 9032.6(a por9Vid

thate the Detmonrahich Pary noinate its Candidate ot

President isnthegast 13,the8matching payment periodte rf

tenatchin K annentpridi edae ineligibility



: to incur the~ expense of an additiona1 aprasal. whi ol
at least $1000.O Q'

r" Further the responsle sta tes: " ,The r t.

, ina.ppropria'te because there is ,no basiS on which to, d .,e !'

'f air market value' of the artwork for purposes of 11 c .
m Section 9034.5(c), 26 U.S.C. Section 9034. ".

Request 1980-136 in which the Con.ission was. unab~e to" dei

~~whether the Commttee could lawfully use the artwotk ioX :et,,,.e

..... debts and -- _ stated:
, ". . .without ... a clear definition of. .. .h&., ma~~i:.

"> and may not be done with the artwork, calculation of '-i a u
to the Committee is impossible. " -:-.

Finally, the Committee treasurer asserted thxa th

artwork should: not be treated as a "capital asset" si nce -
cannot be readily converted to cash or used in debt settii4J

due to restrictions placed on its sale or dispositi~n,. He:i'

conludd tat the Comission' s previous inability to deter. .ne

whether the artwork may be used in debt settlement aes a~n
e> facto determination that the artwork was so u, bl .o the

date oz ineligibilit'y 'rSsy



Section 9038 (b9i 2A o-d 'Bi)e~ fY te unite a, es

provies th#~e ,f Setin93.() Co~sf dTerin :e t.1a aiy amount

.any.:yyt ~d tina of~i4 v~rue thmtkn na

iats asth orany cuopttee o e c .n:t defra heS. qua -fi '

whmpih e~nts a~ vilaio rofe n~ w se a ,t w ade

or th, e t a~t in. ii t rh e:. 'e s o s h n oh re us o r -rvse

can~aig .e ~Eflenihuwren rEcess and te~p~d whc e

suchcandi Ate of rtevaiounso dsused anh F i di shall. .

Auditsfetie 902xpe(A ndtB)ros iles 26 te ited

Fdluations efamsie an quaidc,~ag~epne&

"i .



$ 2 8 ta63; $e ~ d8 aif 3ed c 85a7 : - 636,563

Stateeit tis r2~,4O.O ,-48,81t0i

Amun i Exesso Limint ai $Vi,4la.Q7tions, i.

C' Recommenda toin

The Audit staff reoonds that these expenditures toitaling
$2380.3 be onsdeed on-qualified campaign expnses, he
value be repaid in full to the u.s. Treasury within 90 days o£
receipt of this report.



U]



Iowa

Audit
Verified

C..mmi..tee. A !. ation Repor ts $380,792.l0

Mec~ia 80,390O.6 9

Salaries 1 , 039. 94

Pe~r Diem & B~pense Reiursement 2,852.09

Ou tstandi.n g Lebts 10,970.84

Other Vendo r Payfints 41 ,493.•44

Total $636,456. 32

$28,3Z9.272

, Sf889 ,.....,15 . ,

85480 .826.
36,028,60 4

i,&7~r0

0



Statement

Assets

Cash
AccountS ec aivab~e (net)

Capital Asats

Accounts Pay~ble for Qua!ified
C amp~ign E~xpe~ses,

Es tiuated Win4 Do ti Cos8ts
].l/28/ 80 to S !/L/8

(projected Tezi~ti~ ae

Bank NOteS LPyabie
Accrued Interest

Net OQtstandinlg Carpaxgfl
0bligationls - Defict

As . t+:t, i
? 4,6

.8 ,1 +.. .....
13_+! 4l +-

1/ Cash in bank wdas adjusted tQ accurately reflect i. t en.a $ +a
- at U:L2 8!8O.

2/ The Co- mittee': S aconspayabe b .... 1; i14i- payables totaling $46,479.7 :
payables not~ included in the Cntitte

documented payables is a $21,502 +onti+

creditor -

3/ The Commttee inadvertaf-tly omitted anL

-- 11/28/80 NOCO Stateen. The Gomit

that t.e..............~ta~rn ++,

4/ ding smv n' t, :j+m£-l + t



The Audit staff de-"term"ined., after ............ t....e

half of this $17-,500,.4!9 is compr'ised:f deposit s" 'O

Re commendation
The Audi t s taf f recommaends that the Committ ee 's material' - '

compliance with the finding' be referred to the Office of Geaa

Counse i. "



co o f a s  ui .n: l oteng oll~aagt e ej ept! , .....a........... e t

-~seuctyagre~te and an efier d ocrktI e ,iatgto all:¢ loansi ,

neqotiated by the n~ttee oerlbadnk tosuent whocumnt re ,e ' as

n2ted bov,e. donuaddttionh rovided waudi rep isor re=co : d

. thate p Cf itte o fil dmnsds~~~ the neuiy n e odo aetr e e!

oblitions dindng olaero1 aendoti seor ty fre12aining )
loans. w i h t t l d $ 5 0 0.'.... ::;!: " ii!i

Subsqetito teally edr, the Committee purotedvme ded theu~! :- :

requeste documThentto orheoter bnkde duenschontf ied', the i

necessary iformti ofor~ 12oe2 loans.l Forin foeua4'te e

21ansh document to provided eiwas lon htwory crses a..ichtsii

o pnlded theounatrand date on t re nt dislted inest, :i

t seisof the security, h ani d ae rer Cof payenticos... The.
"poctee d nroi ~den docitations for thecrininghee tho :i2

ofahnk doants ide taet the security discelosa n t:he

bakdouensprvde oro r + i. ntw 2 ae, x. it



• a Din ~te approitiee.' ion £ eacb print s ' p£ g t o a wu

orethe art~tok t re a se s of idvita pint t Cotee n ut ad
bca h less, A Qiidioaiofncial he santde ofThe |~ edVle
of thlue invtwove is the atil t ov asieso eahe prntwold indvda ":,

oafterah ftre bserioes, h ans ee e ol. Whien thi may( , -,e-
/approprite aroxrk'st' " of eac prn's 'wrh to 'n 'dii
rcpet thvauofanprindivdale prn oe Co , euld| Oi ii<'

vale invraived isat i thoesswee artwork pwd~da ~llt-e. £: ise4 a

1/ fie()onhate the aloapai s gtaed valu'." owevr, fx oi (1) loan .
t lde scoltrl he appraised value of the artor pede a clltea i: / --ua
tollterl a s o5 the ; loanvprinc i ($240000) is titna i e1V' . :i
fivec(5)ionth a ftecncrihter the lonwa e oaterdital s:! rt, was.

tieiwspledgedlte. The apprOied lue oftie th addi i :'ai e

collatereals etdas bein000sehweeerwihi artwork inoude .iti the

are the two (2) loans noted above for which no documentat o: w .. .s

pt esen ted. .i !i

Since the Comm ittee has not provided documientation for t wo (2) :

of the loans an3 the collateral for the thir'd loan, does no.t &p~pear -il

to ofrsufficint protection to the bank in the case' of det£ai£ ..
by the Comitte, the Audit st.ff feels that it is necess.a.ry to i
o~tailn addit~ofli nfo m~.tion fro'., zthe bjnk in order to detetmine
whether tn e Ioans wer&-,- i.. in the normail course of businesS



,-C , ,,r .7 , L i! 7 .

5C~



S%,O~1~.~b~ s~~1 o h oe ~ ~g~ ~

in te reort andb~teffrtSn~e td ebet1Tmin l+eg$ty.,

be ad ihin a... rea....~ l tim and......e curn report + ...

The, Commttee mraintained a separate ...hecking account ++ kn ~oW

" as the escrow account, for depositing contributions w hich,. ne i_
"d

, further documentation to on firm their legality. Punds in " +

escrow accou 0 +' 'nt were not expended for campaign purposes u, ~ ++ +'r

S legality was determined, at which ti.me they were transfetra& to Oh-e

operati ng + aCCount. 
:

During the threshold audit, it was deterimwined th, ;t bh

Committee,'s written procedures for processin'g ques tionable + o: t -

bu.tions deposited into the escrow account were 
not folloed.b

Committee personnel. The ,threshold report of the Audit D v~iO) fl

included a recommendation that the commnittee follow its wr .ite

procedures as well as+ revise those procedur~es to include a w:+ittenl

record noting the basis for the appearanc~e of illegality of th~et.

contributions.

Du n the pcst primar, audi t-here appeared to be 0

chan~e n the Cor' -i cees imethc.l .Qf processing contributiols

deposited into thL escro'x aco.nt.

...... + +++,+i++ +++ ... ...



.?efu~nd. to a the oigea Coniuto vs~ &n pis ~ con ee: ir '

use, athe contributions fre nys lawfu purpo se pne~erio to J a~u y 9

On May 19, 1981 and July 27, 1981, the Com mittee pr!e Sented
to the: Audit staff documentation verifyi.ng transfers t0ota~inii.
$20,640 in perrnissable co nttibutions to the operating accoue nti ..
Documentation w as also provided veri.fying that $3,272.00@::i as~ :oprised,

of funds from imoermissable sources which the Committee :itier d a to
contribute to charity. In addition, cancelled chec:kS for a. i

contribution refunds (except 12 outstanding checks totaling .,l4O)

were made available for review by the Audit staff. The Cottiiee

ad usted the account by Sl,348.OQ for NSF checkR charges: wh h were

erroneously charged to the account and bank) charges of $29.5 7, The

Commttee did not provide documentation adequately identi.fyirnig the
source of the remaining. $25,644.48 in the escrow account. rort a

detail.ed analysis of the deficiencies in the Committee's responSe

see Att.bch-'.t to Fxhibit 3.



DTh ~, A h 9t~~r uditstaf revimenedoi the ineima it e'

portinof hei beenriutie o th e ig i to tr~~tor as.~ e

$ow~ee~, a My h, c1ose1o the~ Atdit sfi~e Irceived .e~ ~~ c w! ,S '

rssponAsiestffr tioede i the interim audit reporbnrth h o '~tesa

i. $92,3Q1.83 of the excessive portion of con t.rib:ii£ons

was in fact not excessive for one of the following reason:

a. computer error/duplicate line items;

b. NSF checks not deleted from~ the computer master

file;

c. the excessive portion was ref~uded ubsequ0ti
to the close of the a'udit fieldwork;



The Aud~in s~afrf te ;,lns 44 , t tthff 4 %i i!i t4 tiere,: Yi

evienOffc ,of therfnde has Conoeloidd 2 tt ui

i/ his~db tlephes ande ()t contributionsbeam, px;ndsi ;e ~

cofration.f eatiutos tondi h pe

parag aph



ci pO~S7O*OO~

V ~ c~tm s~tad -.
mt ~ hm:~1 tzuuf~ W

y Thi~s zit lass 12 d~ ~id~ baw

4/ ~e ?W ~dw 'er' C*h~ a~ist tkw m~ inE't

31, I~9SO~. O~ ~mt~ has z.i~~d bV ~

Eft cx~t4.ee has rvt i~*1iils~ this tzuwf Sr.
~ -

U The ~t~tm~ s~b~ttS1 ~ ~ pri~nt~@.~ o~ ~
~t~ib~t~s tM~~ tMs~ -.

The cQ~5Late. has r~t. ~ siff~c~6~t inf~t I W i~it12y ~
der~.L~z.

9] C~zib~2ti~W ~is~i~ $250 of tM.s uhz2z~t h~ a1rsa~' zut w~ in

W '1'~ ~iWitth~ h ~t ~z~it~ c c~ui~it&t-i~ ~~uuing ~m legality of

I

/



gg2.e Te coatt)beuVIj85 [ra dq d ;al, AI)UC~Vln 4.

heosd ith iila w i~e maeda tae ano~er 1amily ameu~

wher reuied Cote deuvoite9 hsbsnta repodalsures4jeo stsd et -

p~~tencomprehs iv ew Aaendret. Iw wlhmy ae cee h

allofithe ontrob tonSC whot@ the Qo135i. on hett~ reod, tS to

mithoe inofactereo not excthive mahy qostn cbihaf beenr acse

aqreqaed hCoriionls fun rom divdas ivin ine sme house-

'45



Ptollowinq are the Com'nittees specitic responses, -tc ;

r interi reoort' finding ar r- o edaios nnhz4t

correspond to your report.

-- ~ E~ Ators'in Recommend:5 ationsnaina ."

2) amend their renorts to include the S22O.,2e ., 4
expenditures d1ra' n on state and schedulin9 aq o nt&

and not previously reported;.
3) identify the" source of the funds and amend tbe-,ir

reports to include the $52,602.79 in r-eceipts coin-
prisino ths denosits to the 23 state and schedulinq
accounts 2rev10u;1v not reoorted;
s-n end their re'worts to increase unitey' i zcd receipts
t v' W1 , ,OQ 7? to correct the error maae in attempting
n a':s fo."r c.-:tri,:.tos retrorned "the hank for

ir'suf: jci' :v: f.tnO.; ,a::.
: : -en:i m.e , >rct tor - .u: -t:2. . errors which

c-- .i,",i a -$& ' . , .. tate-- mt sn tot 1 enpenditures.



3,) Th e Co mLttee has: prov...i .... t..e ,uitr w.t.....
67 de ....Sits tOtamlin9 S4;9: 71 8.16 as outlimed; li~nt
rnent. 2 Qf the Ihtmrui Rart:" "

The Committee has. amended its reports to. reflect, re: .'

cepts in, 2( of the st,t~e and scheduling a~cpuits 1 st

in. Attachm~ent 2 of the interim~ report (E hib t ),

in cases w.her e the docunentation was illegible. a

repeated: efforts by the Comrmittee, doeunenttinE
following five deposits has not been obtained:= ..,,..,-

Bank Date ,,,

Bank of ,,aine 2/14/80 S 2iOi"OO

7 /1 5 / 80 i,,,

Aerchants Aational Bank 4/2 1/80 32O

F.e["in Ci ty Bank Unino ,n ..... 5&

'o $ 2, 884.ia -

B . ~S I .?., CO R ) 4

T,' a.k ACi-" .Rtf rcc :;2~, httceC mt~ - ~osd

:-,-.. . ., r :' .'e''. . n; -,c. ' ut i edoYj'



"The A udit Staff recommends that the Committee prove
for our review........copi:es of executed! notes>: ,i&&n;-
agreements, collateral agreements, security aqrees t
and. any .other docw ents relating to. all loans negoti-"ed
by the Committee, exclud'ing those documents receive a :
indicated on Attachnent 4. In addition, the Aud6it : 8t!&
recommends that the Committee file an, amen.dment- to. di-
close the nature of the obl aton, inldn oltra
and/or security for the 12 loans".'

The Committee wishes to direct the Commission's att entio to ,e
the fact. that neither the statute northCorisnreutip
require the comrilttee to keep executed copies of loan as.reements

or eecued ote. Te Cmmitee has attuempted to obtain copi.es
of all the oriqinal loan aereewc-nts and executed notes from the
various banks. W'herever the Com. ttee has been unable to obtain~ a
copy of the oricirnal paocrs fr'o a bank, the Conittee has re-
oueste a letter from the :jresident or loan ofticer of the
lend inn nank y-ci5 'ma the ter-~ of th e aarce:'ent or" note.

- 9 -



C. 1tnED . A S

In th ~oi ttee' f wi r h u ien, Moc ue n t th £ a!

disclose alloten seuitea lndo t emade tOhr 1s -sqa

ePeCA~ditures neoed ~iI..4 ' e

the mitte hasu~ii adusedt aun~Q eods to reflctehe

th aont lcable teto (2)owa e notedbaove, and msii

,EhiitD)andehts to-efect ith la tre eonts. e ts

Thfet Coadjutgns omttee has ready i~ coutic rordst nareec

all documentatiofl for the allocations in Iowa and h~w HempshLre.



i2t)o, re ete .o rv ihe State sha ,I b &ttribue, to

huteci to. that State. JSxpeditures ,or ttav'e1,_l .
States need not be attribute to, any indivi dt~1 $

As stated abov-e, the standards,, although somew.hat.- v a'U% we"e
applied, in: 19Th without apparent ditEiculty. It is e , t

standard applied [oe° the 19T6 elections and the Comi.£ss4 '
regulJtions, that the Co 'nittee followed reasonable method ........
allocatinq expenditures between va rious states, natriOnal d

ex.empt :accounts.



caish ant coepliancte tizae for eaceh state usin as !Xo

r centage of exempt c'osts. -

The selection at four states by Lox & company was udgm~en,-
tally based on vari.ous levels of campai gn activity and ba stei ...;

. onq the. timing of the state carnpaigns, in an attempt to inase al
r epresentative sample. ,Percentages were assi1gned to emplyeas ,in

t each state based on interviewss with state campaign offictal$,.

selected because they directed the campaign activity in eet at>.:

Using the rethodoioqy and procedure previously descri bOZd:,,:- o
Company determrined that 17% of payroll costs relates to fu ntir:ais fl

arid 22% relates to com.pliance.

IN .RSTATE 'RLAVSL AND)_COMMUN'ICATIONS

The C--ittee isolate&f 211 interstate travel, interstate
;'e vre ofdel iver..v serce n.'tr

Federal ?xrers or t.er t.pe ofican-ntr
s.tate rq--:-, :mns, nU, 3t ~iocatil th O ursJant to I | c r..,
1O'K2 c,.c' 2 ....t- ::at1,-:' ? e.x:' nlitur-- lirutattons.



c~ampajan staff: was a lso assignedi to the National Pre ss ttel /

portion of their tiime to the National Press. It is clear t<h~it
: since these expenditures were related to the Nattlonal Press, "

they should not be allocated to an individual sta*te, but sbotdd
tratdas I ational Expenditures. (Cf. 11 C.F.R. SetctiOn 9004., 6 nd!

Explanation and Justification}.

COMPLDIANC£ AN) FUIIDPAISING

Purther, the Committee 0scettined each individual or
per'centaoe of an individual's tirme that was devoted to record
)eepinc1 or co nliance activity, and identified these e~pendit ures"
as heino e.xempt fro' the .... ate limits. (Cf. Ii C.F.R, Section

O08(bt,(*5fl.

hilii:l' fzr f:7 . ri,, nc at an event was identified and a portion
oft<irt~ wa. 3ttri .ut@1 to the un raisinn :vet O¢erhead
xtens~os wver- i~lated an, a perc'ntaoe f~r~ula was applied to
al c', ' A1 ,<. 'rJ.2Cl:catin ,c cut a r 5,-nonable- amounlt for

ie 13t, :,'";n'.' ?: n. f,,'r l (CC. |1 C. R , ection _
I C -;. . ' . .



S ,ncTIe 441y n4ary for aahndwIr ai invlse sxO pU', sasee ]!it

ntfre of dtays ea~ a&prnce perio'n~ pentsi theps Sta ! e, ex -,
all r ave d gays cto t iv a the ma ximum amoun pt ailocab , ei: t. le

Statpe if nte advane sperston seneit mostiofthis tiyi irnre-ye in

influencingd thetelection in that iState.

dieof Tie suppoi ngntonlpesropeoplance ~

salaries was allo-cable to Iowa and $20,324, to Pw FHIps bvr6..,:.. .

ALLOCATION SILMARY-

lWhen these adjustments, wer'e taken into acount as in4.' :iated
on: the attached Rxhihits C and D, the total expendi.tur:e £i Iowa

was $ 451,803 and $ 2679,223 in New Hampshire. It ista ;!o, ~m-
mittee's fir'm belief thatthmthsusdidteinn tee
allocated amounts were r'easonable and within the Gommissi on'"s

suide'tines and rnciulations.

These revv~ed allrrat .'nS are reflected in the :9S0 Compre-
hens ive X:-,endent.

- N -



The coattittee is attevpt ifl to- determ ine t e i
number of es crowei" i tems and iS ..tn the pr o.ess o:cit nlec

person who is. indicated .nt boas the donor.thed°" tom.. hriittee hs - em ~und.!

. to the origqinal cnrbtro oae ocaiy 1 ~~
butions from possibly itpermissible sources (Exlnt I). :

2Receipt of COntributions Ex~e~g$ '! L- .. ,:..

'"The Audit Stat frecom%,end& that . . . t.he. tb4te<. '

present diocurentation that the contrib ui9-fl,,.! S' . t. , n;:,,, ti!

excessive, have been legally a ttributed , or ;" $"! t'e

cesive portions have been re-ed toth gign
contib u tors."

The Cc- -,it tee has detert ined that $92,301.8S3 in-.con tri- i

butions w er. ,not excessive.

...... .tee is returnin to 32 contributOr' S $ A2,$55 .:

of what c,,-r:>atS to he excessive conttibutionls inadvertently;:



~Q ~. e COi~ittee tQ b~ QX~CaSS1V~ S~flCQ lt W~ made by

FE:C Imdu orS eCmend~at ion

"The Audit. Staff recommends tl~at .• the Cormmittee end

their December Monthly Report to accurately refle.t t:e 't

standing debts as of vember 30, 1980, and amend: s.uibsm""i"n ,t
reports to th e extent that they are affected by 

to.c , grei!is.2>

The Commwittee has efile1 its t~crbet Honthly Report.

accurately reflect the outstand in9 debt as of Novenmber 34,i:!"198 i0 , amnd

has refiied subsequenit r-epots to. the ex tent necessar~y (!h it ;, A).



wok r tttecltt.ee- then , .'!ses,. or ......... mo:' is

ny amounts paid by a perso~n who. receives such: ar'twork , ar cn
: s.idered, contributions to the Committee,, Advisory-op',ii ..

, ~elyinq on. t he Corn ission's interpretation, a number o 0:o- ltei.d
artists volunteered: their services to. the Kennedy for :Press~i .....
GCpmmittee to create limited edition original wors $of ar w'hi . the
Committee couId use to raise funds. The Gornrittee paidii~ ' ' :,  .o

- materials used arnd other expenses of productiono while th. ri ; t:

donate-d their services. The artwotk consisted Of lin mited .', t.in
lithoraphs and seriOoraphs. 7, 22 pieces were cre-a ted.,. of { wiic
6,9,04 remained, in the Cor,-,ittee's possession an August 15,w 0 8

S ee Exhihit K).,

tse of the Artwork

The Committe e usied thce .wtwor'k in three ways: I) The at, twork
• :as used cis ain inducrenn for contributio~ns. The .rtwotk could not
b'e '"soli t" in tho conventional sense because the Ce-,issionts rutin:
t-at a'~'ou.ts tu id fzr it v.:"_it he considered contribut~Oons limited
Its raktahilitv, T~re -e. ittee di*" not assion a price to any of
t-b-= items~ t!iw:: -  ,-¢-ional Iiterature ind-icated each pie~eT

" ai -)r ai5? ,I",. . v al ue, c: ntr h.-utors- were oft , n ni'en works of a, w t
3: v-> ,r[ ,-X'::.::,. .. ,r.., ,. their c ::rib 1rion1 . Also the arn',:.
c ~ r t r . : , § , ' -- : . - : -. :- c ,; rI ' i .z e V ~ r 1 .) . 2 ) T e ar t w o r k w a s



1~tyi oer selad th hav~titng es o t ; ! ...ow..

Simla dfiitinsaplyinthecotet ~ &cotiaxan

mar ket value"., Set R. Stephens,, C., t axfield &-;, ii &~ ,

1980). The question often ar'ises in the case. of. r$St :ba on the
sale or disposition of stock' in closely hel "r="ati.... . See

8pit zer v. Commissioner, 1}53 C. 2d 96 (8 th Cr. 1i9464;< ~ ' v

14-6, r,2d -385 (2d Cit. 1S44 ). 'Ther'e such restrict ons, cv
character'istics, make stock uninarketable, these act ors must be taW.:-
into account in deternminini fair ' arket value, see Ko:ftler v.

Comnmissioner, 37 T.C.,MW 697 (i97S .

- t~. -



Another diffic lty is. that the artw'ork is often given, as at Th ce-
rmant for- contrihbut~on, much less than th ,r',aprt~ att
Also, the artwork nay he given auay at no chargic as a mean,& et

showing appreciationl to ci .pa19fn -orkcrs or to other 
petsonS wto have i

b)een especially helpful.

i i ii i ili!; ,i; .!, , ..... .. • .......



i no is hesld , e to "ceap, tdat tasse. ar r' ~t ~

S artwork for>OCO purposes based bhn it s "a...a.... va .. u... ", th g!e 4is

counting, required to take account of the restrictioQns im ed nSth
Commnittee's use of the artwork would: certaily b~rlg the " vaiuii, Q '
any particular prnt, bellow $500. The "appraised value of tih t,,

work is the 'retail value of each print, sol.d inadiidually, atr /t .... ..

:- entire series has been sold. While this may be, an appropriate < a i-

proximnation of each print's "orh to an"niiulreiiit ~
value of an individual print to the Committee would be mu0ch l.isi !: -

This is true even in the absence of sales restrlctions. 'te- i

Comtte in order to rmarket the prints cornrrerciallyg, wou1 ha eo

" job-out" the artwork to a number of ceaileries, with attendant eel-

missions and transaction costs, or would h-ave to fwholesateE ij:, e.. *
quiin a signif~cont dis:oint. An indication of the iagniTude of the

re,,uction in value involved is that 1 in those cases in which artwork

w~s u~cd as collater'al tor bank leans, loans wer'e only Qiven to the
ax-ount of '1/3 tbc ,at 'ork' "'apoo-ised value". Since the, highest
'apra:n c V-l&e for- &nv :teee v as S1,20O,, 1,3 of apraised value t

far- ... -i i ed by tebanks , .e'on~rates that no work exceeds $500 in !

vae e.'en perore d tron'~a for restrictions on sale and dis-



P~s.. a~oVe st~tet tWa ct~e~ n s a
b&i$'S4O1~ Aud ttor s ure fe

~*tttae~ aI cae& $4:5W8~3Q jo a,
(Bx:htbits L & U. The J~~~ty rV ewa a

hire $294,400. Therefore, tt4 ~&w~it~e~ ~

expen~itUteS in excess eQ the ~

wi11ia~ c.
Treasurer

CC
- i~ -



pag Fo) th~oe sonections of£ t}e Rj ,e , f-n o r dent,~d ir ti.

analysis, it can be a-ss u~ed, that the .Cenert Coun sei's

Office does not fee! there is a problez with, the leg, I

sufficiency of those po:tions 0 rf t'hle r epor >t .



ro' ghte: .ofe: reirh odtifl epo n u t , epeslon9ne' 1

selvesl, those reprduCt1iOn rights wOUld4 niot be trail er •

to the lendor upon a Committee de'fault on the loan.Te

secu rity agreement apparently made no mention 
of cl i ti

r ights, probably because it asumed the prints alredy~i ed

and did not remain to be produced. Nor did the agce4i ;We

mention of how the costs of reproduction would be-deftaiTed

Therefore, the Office of General Counsel agrees with i~i

that there may be a cluestion as to the legality of tbL' i. -"

specifically, as to whether it as adequately, secu: r:ed t&!st9

repayment -- and that this rmatter should be ref[erredi "or i O .

compliance act iofl.

The other matter involving a loan <;hich the auditors fQe.

shoulId be r-eferr'ed to this office, concernls the use of art

work ith an appraised value of $240,000 as collateral fo.! a

loan in that same amount, .... Iduditots question wheth.e~r

collater-al which: has. the sane app:raised value as the p~in i"Da1

of a loan carn setre as ade1:aate, security for that loan ,

especia ly in light of th'e : ractlce of other uanks to req ui'e-

security of this t':pe valt:e,'
, at thr'ee tines the ar Ouf t O'f the



Couns: tel nes'i~ tatwe thi: hctie'a is n..t s cleat o udrsa

... would6 be.: This is due to the fact that tlhe Comniitt sre!n

is. n ot or'gar zed .in the samne fashion a-s th.e inter,i~uit ert

but rather overlaps:, and in soe eases fa1Is bten hect:~

set forth in that report, thereby making it. difficul-f o tW

auditors to integrate the KPP response into the int '@iiu wii:!i;..

: repor-t strktu, re. The result, however, is a, repot ! ihwq

parallel subsec tions dealingi with ,allocation of ex 
pend e, ..

neither of which seems to addr ess or really relate to :i

raised in the ot~her subsection. "[:" .

In order to remedy this problem, the Office oE Ge, :n ra
-

Counsel suggests that this section of the report be re. afte.

into one set of categotries (instead ofE two - the auitr',n
KFP's), with each containincj the "ion' p ositiofl ( s' ,set

forth by the interim avclit repor't), the Committee's co nt .%e-ti~r~5

and, finally, the auditors' respos otoecnetos
To the extent this requires some resgroupinlg or modification

of the headinqs of the inter'i atudit subsections, or the

addtion of categor-ies not contained in the interim report,

the Office of Gener'al Counsel feels this % oald b an.ee.etai



3i t~ whlre ws hea tor- " sesi~ er'n t. ! n d it ' aye

iii be ucatL to 4~Ie :pid an, ftr effi h

I of these, thois ttc nesognthen wit sur1e h t

the aurs dof thetos'etigresinalotatin P.e 4 d iie
. thnaliot epntre to lowabi ano Ne Hapshr& i ... n.]""

trevi.y r~hs pt-ateesgnt, the s netatn th ea e seiis. o 1
&e lo caltered to rhe aid andib atelaeiaicgtio ao.c. lrIicy<<.,.

epszig . hatthe auditors' dpe hs fires n allcating tphei&& < !'iy

" .in this atea but rather- are merely adopting the Convitae 'iiis , 5...

own allocation system which the Committee failed to- i{re £-

in i ts r-eports.

6. Other Vendor Payments

The corments made ;;tth respect to the subsection :imedi.ately

preceding this one also appiy to arag -aph one of this sub.section.,

IA:Jt cr.'t'Cc 'tt s-.xns.:J 1. Overhead AllOcatiOn-

?.:, .,:..ct:." " t:w ttn.K, uctt Ir[cr t Jcas t t. Wh It

iIoc ti.+) s,+vste, &cf-c ,3 at : lttV.e r': the Coruitt~ee in
its rts[.0onC t' t:,e alloation it+:res contained tn the inte rbm

aiu:t rucert+ Th-+ +:- ttt c Fa~nta~n that ct cturtain perceflta9e
c t st, t. " .-, "_ ..< ,.:" v,. t < c-=:" ,'r.' '. . .+ - ..t r b t d t h



tht h a, trsd not....feel they can state fo0r pubZirei

S has been verified . ... a' is reasonable, an4 thus cannot d;a t , ;vi.
from th,e recom mendations of .the interim report. 2/ T]i";9i fki'

S 2/ The Committee contends that the use, in itself, of an;
outside auditing firm to compute these figures is iija

~facie evidence of the reasonableness of the alloca !ti n
deri ved, esp'eci al~y in light of the presence of a X$ r,

frotn a tirm partner stating the method used by the fi'r,

was "rationa1 . That the firm which computed t hese:
figures provides a self-serving statement that th~e
methodology used by it was rational can hardly be sai4 ;
to be dispositive of the issue of the reasonabenSi o;f
the allocations pr:eparLed by it. This is not the si, t£ti(
where a conpany prepared financial statement is r'eviewed
by an outside auditing firsm, whereby that firn's "inde~en(tent"
opinion concerni.ny the financial statement, using J0o9
established gener'al.!y accepted accounting principles, as
a standar'd, is gjiven great (althou -h not dc.terln ,native)

1ecght. ,:ere is n-o itndependent review in t 'As slittir~o
-- ti: c f rr <\i.i<: the ouinien iade thQe corputation$ in
question. FuL-therrnoe, there are n.-" sta:'dar .,s set forth
bx, th~e Lc ccuntin,3 in(;L'ttv with r 'sjtct to }roccdures to
L't ft>!Io1 ..i det ::nm allcc.:ti fio.(', t or purposes



V Sirmilarijy,: the f .4 paragrap of page !0 shoulId be c d". ied

to indicate that rather than f~ning th Cmittee 1oca

tion system as less than reasonable9, the auditos %iy 1
cannot verify the reasonableness of this newly ad&jed -<<.

system absent a review of the docun~entation suppo.r ,n .
those figures. The Office of General Counsel ailso
that thle rceference, contained, in thbe last paragr pl!( tflis
subsection, to th~e unavailabil!ity Of an opinion fr!i the,'j>

Conmittee's outside accounting firm a-s to the reaso4l. e~
of its calculations, should also be deleted fr-0m th e repo t
see n. 2, r. :'

4/ For: exaraple, in the audit of tho Carter-Mondale Comitte~e:
- por-tions of national salar'ies, permissably exemptedl 'by tha~t

connittee, wer'e computed based on Car-ter-tMondale st: :£ ...

inter~views. In acceptinu the cor-mittee finures so' deri' ed
no additional pr:oor w'as r-equir'ed of thle cunrkittee to
ubsta:,itiat th~ese staff e~tirates.

15 ['r ~vtac, cud m f. d i-ormr the s taff member in
question or h~is h:er suvervi'sut. 'uffi.ce, or woulJ Onl y foeial

ti~Q CardG er qhet5 r>.*ct this t'eqJ [ren :nt?

(.: U



r~el supgen OCRt fi~t- P&Lt s o ~ rjy on &pI Ui res
hndwtver the twonsytteti% D f$ g uetet~in me:diae ruyerage

C"not boe mixedl in thr.a to etv a sittgi* oba11eatici e

figure fredan a ricfartae

The auditeos haentate thate nd ligtof txhtr tnewly.io

o rdrafothe In sobr woin th the, audiors shuld fort lb eCai

corretl applixed, he figure cs rvel ill e oorKFstder tSloa
bes a e e:' reasonably e allcto fndapendttus. in W, s



;, oir f ield * po. Accordiing ly , thi secti... o. t....i r~p

"' should be revised. 7/ ... ..... ....

S 6/ Again, we note the standard of proof question raises, so0s

problems.. For instance, woulId a notation on a bii1. thvAit,

~~it was "for preS suf fice or would press affidavits b~e

necessary? As !Oins~ as we have not as er ta-ined any o

f1icting evidence, we be lieve that the Coi~ittee'5 S t. te-

• ment as to the purpose of the e penditwe is at .eptabi.

7/ The Office of General Counsel feels that the auditot 5 a~y

-- require the Cov~mittee to define the paramaeters of itS

category '"national press activities" before a'cepting9

the Coimmitte' figures execnptinq these salir~y costS 85

reasonable. Iioweve r, as p revious ly noted, this office

believes it 1s and inAconlslstent w ith prior racttC4!

'to requ ire the CoitetosLi rht'-zcf
of t~'e C ' +tte tes~%be nsaf n~r~~~

of o, UXt, ettc a on n seica ones d ta~f tieS

See the 3, sca;silO: v-, t:.3 <inaIys: cot :' e : under

th ,- boa- : :. t i t X,,d t 'C,.c, rbra¢3 AI iocact :on", su" r._a.



c the mae nn. seks arod 7 er, th e~r s~ol tep -,-.p y

- d~~i~a te that ts the .toype ofsurtin rd,,otyJjtA&e,"

necsry efore the~ a~udir i cocu in the~ every, i,

.- ofthe Consttewer alortV prsn8/)~to " re :

8/th te lso not that thispetion ea tf to e pentat ," ::

issueslp dcnaisonsse athtie, tsetion itled hOve - ar rai, i:r:,

r Tfoe toe extent thesfge oseos ainoeern th e interi
: audit...eport -

theigunre andP pt-eduHoev, the reorbt should pe "...

deliiato t th isther mutye f ueartin set ota I

nesy bnefo-thnde audtr thl eronur a t-e in this

m3 eaneo nt that thtis seon tphear ubet aepe i rs
issue doscusted. in ev the aun itosl "Oeed Atiteel

To thpe e>en th d:ese two stinst atre ft~ resep onsd~ce)-

finde anoud predrestt thes twanor subpark su~d tue

t"e 1i',.:ion'< %: cr, .n: i i:a structul-e, f.r the

a -i:>rcvi:i'd .i r. :;wtt th",t i: ci,:' a: to th reader

ili:



totha

in any lawful manner by t:he i Cojmittee within th iet -

ver ifying t;he tran sf-er (s,))- .!" 
ii":"-

. ~The Office of General Counsel also sugge 
gSt, t 4 

::'

of he iscep~ ~Sin audit and Co mittee figur fo

in iar,ifij.ed to ex'lain the rei~as' f' K

ths dfenes. pecifically, the $1l2,-09O R 'g Ur-

ihtco nt ai n a foot note not inq for the r.ecor-d .,' ,

the Cotruittee has paidi this, amount out of o~the es ,r'io a~ ,.#

it has, offerTed no information ,as to the soreO"iglt

of these funds. Similar ly, font ,rte hn~fr~J

gene~ally to the insufficielGy of informationl sho0uld.' ,..>pec! fy

that no cancelled check verifying that this donation was- i t

fact made has been submitted by IKPP.

....ei 't of C on t rib ut io ns E x eei ng '1O0OO0

Per ,Peronl

The Office of Gener'al Counse1 understands that the auditorS

are stilt receivini infor-mation fr-om thle Committee. in an attempt

nc



add itqnsuee., sTes ouid boe tlaou onote a weintiet audior

requilatory defi n it ion o f wi nding down cos ts and a brie exaP.- a
Lion= as to why the Commuittee ex~penditures in questio~n do i!b

me et tha t de fi ni ti on ...

B. Apparent Non-Qualified Ca maign Expenses

1. Expenditures in Exess of State Limitatioz

If any of the Office o( General Counsel positions w i;..
respect to Finding II. C. of the report ate accepted, thi fi~grs

listed in this portion of the report will require 'eadjcU~~~nt

2. Payment oC Parkino Violations

The second paraciraph of this section o the r-eport s hould!
be deleted, as there is no evidence the Corunittee could rent

which would show that the-$141.50 paid in parking violations~

:et-e qualified canpai~an expen~ses. Se_-- .. C_ 93(9()
As written, this paraqrltaph of the report creates an (erroree0Ous)
inference tI-tt there r'ight exist evidence to that eIfect, buit
that the Co-nrittcte failed to pt-ovie it. Also, we suggest that
this section cite to the relevaint rogulatery pLrov1sion. (11. CiFR

,S 9O32.9(c} (3)).



FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 204*3

August 6, 1981.;

MEORAND UM 
"I

TO: Robert J. Costa

THROUGH: B. Allen ClutteR ~
Staff D irector

ROM: Charles N. SteeJp .
General Couse "4C$; i'

SUBJECT: Report of the Audit Division on the 'Kennedy 'i!
for President commttee --A943 .. .. -,..

The Office of General Counsel has received the audit " :division's draft of the final audit report for the Kennedy ifor President Committee. The General Counsel's Office,
-having revieved the final audit report for legal sufficiency,'
makes the following comments with respect to those sections .4of the audit report noted. j/.
II, Aui Fidnsan eoenain Rltn"t il

B. Hissing Records ,.
This portion of the report should briefly address (atpage 3) the contention of the Kennedy for President Committee(CCommittee" or "KFP') that "no formal requests [for missingrecords] was received by the Treasurer or Chairman of the

1/ For those sections of the Report not mentioned in this
analysis, it can be assumed that the General Counsel'sOffice does not feel there is a problem with the legal
sufficiency of those portions of the report.

(o,,
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Memorandum to Robert J. Costa
Page Thrtee
Report of the Audit Division on the Kennedy for President
Committee - A-943

principal as collateral for a loan. However, the only
relevant questions for purposes of the Act are whether
the loan is adequately secured and whether it was granted
in the ordinary course of business for the lending institution
in question. It is our position that the practices of other
banks, while perhaps supplying evidence in determining what
adequate security and "ordinary course" may be, does not
set the standards by which the legality of loans from
other lending institutions will be measured.

Moreover, other loans secured by collateral with a valueof even less than the loan principal have not been deemed by
the Commission to be "out of the ordinary course" or under-
collateralized. See e_c. MUR 1195 (No reason to believe

,- loan not made in ordinary course or inadequately secured
where collateral for loan was future expectancy of matching

"" funds.) Thus, in this instance where the appraised value
~equaled to the amount of the loan, we do not think this
N matter should be referred to our office.

C. Allocation of Expenditures to States

Before providing specific comments concerning the various. subparts of this section of the report, the Office of General
Counsel notes that this section is not as clear or understandable-to the-reader as we would hope a public document such as this .

. would be. This is due to the fact that the Conmittee's response
is not organized in the same fashion as the interim audit report

~but rather overlaps, and in some cases falls between, the oategories
set forth in that report, thereby making it difficult for the

TO auditors to integrate the KFP'response into.-the interim audit
S report structure. The result, however, is a report with twoparallel subsections dealing with allocation of expenditures,

neither of which seems to address or really relate to the points
raised in the other subsection.

In order to remedy this problem, the Office of GeneralCounsel suggests that this section of the report be redraf ted
into one set of categories (instead of two - the auditors' andKFP's), with each containing the Commission's position (as set
forth by the interim audit report), the Committee's contentions,
and, finally, the auditors' response to those contentions.
To the extent this requires some regrouping or modification
of the headings of the interim audit subsections, or the
addition of categories not contained in the interim report,
the Office of General Counsel feels this would be an acceptable

L~3
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Report of the Audit Division on the Kennedy for PresidentCommittee - A-943

exempt categories of fundraising and compliance and (thereforeneed not be allocated to a state), in that an equivalent per-centage of staff time spent in the offices located in thestates was spent on these exempt activities.

In discussions with the auditors, it seems that the auditdivision does not dispute the reasonableness of this theory;in fact, some other committees used this same theory to determinea percentage of national costs which would be attributable toexempt categories and thereby permissably excluded from theiroverall spending limitati.ons. Rather, the problem the auditorshave with the Committee procedure is that no work papers of th.accounting firm which derived the percentages were provided foraudit review. The auditors do not know, for instance, if• percentages were derived by actual staff accounts and reviewof time sheets, or were merely "guestimates" by certain indivi-m-- duals who were not even present in the field offices during therelevant time periods. Nor is there any indication of the- scope of the category the Committee has defined as "overhead'expenditures, nor the definitions applied by the accountingoD firm in determining whether staff time was directed to 'con- ..=- pliance' or 'fundraising". Therefore, it is understandablethat the auditors do not feel they can state for public review~that this proposed alternative allocation system by the Committeehas been verified and is reasonable, and thus cannot depart ...o from the recommendations of the interim report. 2/ The Off ice.

2/ The Committee contends that the use, in itself, of an
~outside auditing firm to compute these..figures ispiafacie evidence of the reasonableness of the allocation~derived, especially in light of the presence of a letterfrom a firm partner stating the method used by the firmwas 'rationale". That the firm which computed thesefigures provides a self-serving statement that themethodology used by it was rational can hardly be saidto be dispositive of the issue of the reasonableness ofthe allocations prepared by it. This is not the situationwhere a company prepared financial statement is reviewedby an outside auditing firm, whereby that firm's "independent"opinion concerning the financial statement, using longest ablished generally accepted ac. cun~tinc princizle astandard, is given great (although not determinative)weight. There is no independent review in this situation

-- the firm giving the opinion made the computations inquestion. Furthermore, there are no standards set forthby the accounting industry with respect to procedures tobe followed in determining allocation figures for purposes
of chapter 96 of the Internal Revenue Code.

Las
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Memorandum to Robert J. Costa , .
Page Seven
Report of the Audit Division on the Kennedy for President

Committee - A-943

2. Interstate Travel and Coemunications

The Office of General Counsel suggests that this section
contain some reference to your letter to KFP advising theCommittee that long distance calls from state to national
offices could be exempted from state allocations. TheCommittee should be directed to that portion of the letter
which set forth a 30 day period from KFP's receipt of theletter in which to amend any affected reports accordingly,
and to provide all computational schedules, including
copies of relevant bills.

3. Media Expenditures

;:,.:,It is our understanding that since the referral of this
report, the auditors have obtained some of the applicable

-- County Coverage Reports ("CCR'). After conducting some pre-- liminary calculations based on the Ccl's obtained, the auditors
N, have confirmed that certain CCR figures were used by theCommilttee in determining allocation of media expendituresOD for New Hampshire and Iowa, but that the formula used also

relied in part on ADI figures. The audit staff has :also"- indicated to Office of General Counsel staff that in the~auditors opinion a media allocation formula nay appropriately •
rely upon CCR figures just as it may rely on ADI figures;C _however, the two systems of determining media coverage may .not be mixed in one formula to derive-a single allocation

F figure for media in a particular state.

~The auditors have stated that, in light of their newly
acquired information, this section of the report will beredraf ted. In so doing, the auditors should fully explain
how they were able to determine the CCR figures were improperlyapplied by the Committee in its allocation formula. Theredrafted version should also state that if CCI figures are
correctly applied, the figures derived will be considered tobe a reasonable allocation of media expenditures. Finally,
we suggest that the auditors obtain the CCRs to make thenecessary verification, as was done with those situationsin other campaigns where ADI figures were used. This should
not pose a problem in that we have already obtained some
of the relevant CCRs.

4. National Press

The Office of General Counsel understands that the auditorsdo not have a problem with the theory put forth by the Committee,
that the excess over airfare costs received by KFP from national
press personnel can reasonably be applied as a reimbursement

~o7



Memorandum to Robert J. Costa... !
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5. Compliance and Fundraising

Again, this Office has some difficulty in rejecting the
Committee's allocation of various percentages of staff
salary to the exempt categories of compliance and fundraising
in view of the basis provided in the audit report. As previously
noted, proof of the accuracy of such figures has not been requested
of other committees, and, the report does not identify what
sort of documentation would suffice to meet this requirement.
The Committee is in the best position to determine how and towhat extent staff tine was spent on certain activities, and
absent some indication that the Committee's assertions in this
regard are not accurate representations of what actually occurred,
we find no reason for not accepting wnat has been presented

. by KFP. See nn. 6 and 7, supra, and the relevant text accompanying
those notes.

Of course, if the auditors are merely requesting toN- review the Comzuitte's computational schedules and other
work papers supporting these figures before verifying theD reasonableness thereof, and if this was required in every

_. other instance where a committee presented allocation figures
excluding expenditures (or percentages of expenditures) basedon the theory that a portion of staff time was spent anexempt or national activities, the auditors have appropriately. refused to adjust the figures in the interim audit report in --the manner KFP seeks. However, the report should explicitlyT designate that this is the type of supporting documentation
necessary before the auditors will concur in the reasonablenessc- of the Committee allocations. 8/

8/ We also note that this section appears to repeat or concern
issues discussed in the section titled 'Overhead Allocation".
To the extent these two sections are referring to identical
figures and procedures, these two subparts should be
combined into one sub-section, or, at minimum, their
relation to each other must be •clearly set forth. It
is undertstandable that the report was drafted in this
manner, in that that is how these subjects are presented
by the Committee. However, the auditors need not feel
compelled to adhere to the structure of the KFP response,
and should not hesitate to abandon it and substi.tute
the division's own organizational structure, for the
sake of providing a report that is clear to the reader
and can stand on its own without resort to further
explanation.

Q



FEDERAL ELECTION COMMISSION
WASHIINCTON. O.C 20463

August 6, 1981-

TO: Robert J. Costa

THROUGH: 3. Allen Clutte
Staff Director p

FRoM: Chre . Ste-elm/JJ

1% SUBJECT: Report of the Audit Division on the Kennedy " "";i

The Of fice of General Counsel has received the audit- division's draft of the final audit report for" the Kennedy
for President Commaittee. The General Counsel's Office, ":o havin reviewed the final audit report for legal sufficiency,
makes the following Comments with respect to those sections~~of the audit report noted. 1/ "

CII. ,Audit Findings and Recommendations Relating to Title 2
. of the United. States Code

B~. Hissing Records',•

This portion of the report should briefly address (atpage 5) the contention of the Kennedy for President Comittee
('Committee" or "KFPa) that "no formal requests [for missing
recordsj was received by the Treasurer or Chairman of the

I_/ For those sections of the Report not mentioned in this
analysis, it can be assumed that the General Counsel's
Office does not feel there is a problem with the legal
sufficiency of those portions of the report.
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Committee." In that such formal requests, culminating
in a Commission. letter to the candidate himself, were
in fact communicated to the Committee, and, in that the
Committee response will be availabe to the public, wesuggest that the audit report should, to the extent ossible,contain a refutation of those allegations made by the
Committee in its response.

B. 2. Loan Records

This section of the final audit report recommends thattwo loans to KFP using art work as collateral be the subject
of a referral to this office for compliance action. With
respect to one of these loans, the basis for the auditors'recommendation is that, according to a Committee official,
the art prints pledged as collateral for a bank loan andidentified on the security agreement between the Committee
and the lending institution, was not in existence at the time--- the agreement was entered into by the parties. Rather, onlythe original work of art which would be used to produce the~prints in question was in existence at the time, with owner-ship and reproduction rights vested in the Co~mittee. - However,0 under the Copyright Act of 1978, the right of ownership in~ a

-- given work of art- i.e. an art print- does not convey the
right of ownership to any reproduction of that work. SuchT rights of reproduction must be expressly assigned, and will_.not be.inferred. Thus, unless the security agreement expressly,

CD conveyed the rights of reproduction for the work of art whichwas to be used to make the prints, as well as the prints them-~selves, those reproduction rights would not be transferred
to the lendor upon a Committee default on the loan. Thesecurity agreement apparently made no mention of reproduction

S rights, probably because it assumed the prints already existedand did not remain to be produced. Nor did the agreement makeS mention of how the costs of reproduction would be defrayed.
- Therefore, the Office of General Counsel agrees with the auditorsthat there may be a question as to the legality of this loan --specifically, as to whether it was adequately secured to assurerepayment -- and that this matter should be referred for possible

compliance action.

The other matter involving a loan which the auditors feelshould be referred to this office, concerns the use of art
work with an appraised value of $240,000 as collateral for aloan in that same amount. The auditors question wb.ethercollateral which has the same appraised value as the principal
of a loan can serve as adequate security for that loan,especially in light of the practice of other banks to require
security of this type valued at three times the amount of the
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principal as collateral for a loan. However, the only
relevant questions for purposes of the Act are whether
the loan is adequately secured and whether it was granted
in the ordinary course of business for the lending institution
in question. It is our position that the practices of other
banks, while perhaps supplying evidence in .determining what
adequate security and "ordinary course" may be, does not
set the standards by which the legality of loans from
other lending institutions will be measured.

Moreover, other loans secured by collateral with a value
of even less than the loan principal have not been deemed by
the Commission to be "out of the ordinary course" or under-
collateralized. See e.g. MUR 1195 (No reason to believe

O loan not made in ordinary course or inadequately secured
where collateral for loan was future expectancy of matching

"- funds.) Thus, in this instance where the appraised value
equaled to the amount of the loan, we do not think thisNmatter should be referred to our office.

0C. Allocation of Expenditures to States ... .

Before providing specific commnents concerning the varioussubparts of this section of the report, the Office of General.
Counsel notes that this section is not as clear or understandable

-to the-reader as we would hope a public document such as this .
would be. This is due to the fact that the Committee's response
is not organized in the same fashion as the interim audit report
but rather overlaps, and in some cases falls between, the categories
set forth in that report, thereby making it difficult for the
auditors to integrate the KFP'response into- the interim audit
report structure. The result, however, is a report with two
parallel subsections dealing with allocation of expenditures,
neither of which seems to address or really relate to the points
raised in the other subsection.

In order to remedy this problem, the Office of General
Counsel suggests that this section of the report be redraf ted
into one set of categories (instead of two - the auditors' and
KFP's), with each containing the Commission's position (as set
forth by the interim audit report), the Committee's contentions,
and, finally, the auditors' response to those contentions.
Tc the extent this requires some regrouping or modification
of the headings of the interim audit subsections, or the
addition of categories not contained in the interim report,
the Office of General Counsel feels this would be an acceptable

$1
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departure from the normal procedure followed in drafting
a final audit report, in that it would serve th. more
necessary function of creating an integrated whole.

4. Pier Diem and Expense Reimbursements

The first paragraph of this section should contain a
footnote or some other indication of the basis of the
auditors' determination that the additional per diem and
expense reimbursements set forth should have been allocated
to New Hampshire and Iowa. Specifically, examples of the
types of indicators in the documentation that the auditors
relied on -- such as the Committee's own coding system, travel
voucher statements as to personnel destinations, receipts
from the state in question -- ought to be identified. This
will enable the audit report to stand on its own as a "record"
of what was before the Commission when it made its repayment
determination, should the Committee challenge that determination
in the court of appeals.

5. Outstanding Debt

S Again, this portion of the report should reflect that
the source of the auditors' determination that the expenditures
in the amounts noted were allocable to New Hampshire and Iowa
was based on the Committee's own computer print-out of expendi-
tures.. This print-out designated the state the expense should
be allocated to when paid; and, after verifying the accuracy
of these Committee designations with supporting documentation,
the auditors' adopted these figures in allocating previously
unallocated expenditures to Iowa and New Hampshire. As
previously stated, the suggested insertion -will create a more
complete record for any possible appellate action, as well as
emphasizing that the auditors are not creating their own figures
in this area but rather are merely adopting the Committee's
own allocation system which the Committee failed to reflect
i.n its reports.

6. Other Vendor.Payment~s

The comments made with respect to the subsection immediately
preceding this one also apply to paragraph one of this subsection.

rAudit Rep~; to Co~mittee Rescr.,=e.3 1. Overhead Allocation

This subsection of the final audit report deals with the
allocation system offered as an alternative by the Committee in
its response to t.he allocation figures contained in the interim
audit report. The Committee maintains that a certain percentage
of state "overhead" costs can reasonably be attributed to the

(A-
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exempt categories of fundraising and compliance and (thereforeneed not be allocated to a state), in that an equivalent per-centage of staff time spent in the offices located in thestates was spent on these exempt activities. ,
In discussions with the auditors, it seems that the auditdivision does not dispute the reasonableness of this theory;in fact, some other committees used this same theory to deter'minea percentage of national costs which would be attributable toexempt categories and thereby permissably excluded from theiroverall spending limitations. Rather, the problem the auditorshave with the Committee procedure is that no work papers of theaccounting firm which derived the percentages were provided foraudit review. The auditors do not know, for instance, if._ percentages were derived by actual staff accounts and reviewof time sheets, or were merely "guestimates" by certain indivi-duals who were not even present in the field offices during the.... relevant time periods. Nor is there any indication of theN scope of the categjory the Committee has defined as "overhead"expendiztures, nor the definitions applied by the accountingo firm in determining whether staff time was directed to "com-pliance m or =fundraising". Therefore, it is understandable-- that the auditors do not feel they can state for public review- . that this proposed alternative allocation system by the Committeehas been verified and is reasonable, and thus cannot depart . .o - from the recommendations of the interim report. 2/ The Office

OD 2/ The Committee contends that the use, in itself, of anoutside auditing firm to compute these..figures is primafacie evidence of the reasonableness of the allocation-(r, derived, especially in light of the presence of a letterfrom a firm partner stating the method used by the firmwas *rationale". That the firm which computed thesefigures provides a self-serving statement that themethodology used by it was rational can hardly be saidto be dispositive of the issue of the reasonableness ofthe allocations prepared by it. This is not the situationwhere a company prepared financial statement is reviewedby an outside auditing firm, whereby that firm's "independent"opinion concerning the financial statement, using longestablished generally acceFted accounti~ng ?zrincizi.es asa standard, is given great (although not determinative)weight. There is no independent review in this situation
-- the firm giving the opinion made the computations inquestion. Furthermore, there are no standards set forthby the accounting industry with respect to procedures tobe followed in determining allocation figures for purposes
of chapter 96 of the Internal Revenue Code.

('5
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of General Counsel does believe, however, that the audit
reply to this portion of the KFP response should make it . :

clear that if the aforementioned documentation is provided,
and if the definitions of "fundrasing" and "compliance"
used comport with the Act and the Commission's definitions
of these terms, the Committee allocation will not be challenged
as unreasonable. 3/

The General Counsel's Office also believe that if the-
percentages at issue were calculated on the basis of the
personal knowledge of Committee staff, that that information
be accepted without requiring the Committee to further prove :~
the staff assertions and recollections. Assertions of other
committees as to the amount of time spent by staff in various i
activities wlere accepted without requiring additional proof

" of those assertions. 4/ Also, it is unclear exactly what...
-, type and quantity of evidence would satisfy the standard

of proof in this regard. 5_/ Accordingly, this office suggests
N that any references in the report to the insufficiency of .

Committee documentation, or the necessity of further information ,
OD or proof in this regard (such as the last sentence of the

second paragraph on page fourteen) should be deleted from :

"- the report, as well.;

3/ Similarly, the 4 -H paragraph of page 10 should be modified1I
" - to indicate that rather than finding the Comm0ittee alloca-

tion system as less than reasonable, the auditors simply
~~cannot verify the reasonab~leness of this newly adopted ..

system absent a review of the documentation supporting
9 those figures. The Office of General Counsel also believes

~that the reference, contained in the last paragraph of this
subsection, to the unavailability of an opinion frou the
Committee's outside accounting firm as to the reasonableness
of its calculations, should also be deleted from the report.
See n. 2, supra.

4/ For example, in the audit of the Carter-Mondale Committee
portions of national salaries, permissably exempted by that
committee, were computed based on Carter-Mondale staff
interviews. In accepting the committee figures so derived
no addit.ional prcof w as .r=cured of the co .i.1--ee to
substantiate_ these sta.f estimates.

5/ For instance, would an affidavit from the staff member in
question or his/her supervisor suffice, or would only formal
time cards or sheets meet this requirement?
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2. Interstate Travel and Communications

The Office of General Counsel suggests that this sectioni
contain some reference to your letter to KYP advising the
Committee that long distance calls from state to national
offices could be exempted from state allocations. The
Committee should be directed to that portion of the letter
which set forth a 30 day period from KFP's receipt of the
letter in which to amend any affected reports accordingly,
and to provide all computational schedules, including
copies of relevant bills.

3. Media Expenditures

.) It is our understanding that since the referral of this
report, the auditors have obtained some of the applicable

' County Coverage Reports ("CCR=). After conducting some pre-
liminary calculations based on the CCR's obtained, the auditors

N have confirmed that certain CCR figures were used by the
Committee in determining allocation of mediaezpenitureso for New Hampshire and Iowa, but that the formula used also

.. relied in part on ADI figures. The audit staff has also ...
indicated to Of fice of General Counsel staff that in the

~auditors opinion a media allocation formula may appropriately
rely upon CCR figures just as it may rely on ADI1 figures;

oD however, the two systems of determining media coverage may
not be mixed in one formula to derive .a single allocation

~figure for media in a particular state.
0D The auditors have stated that, in light of their newly

F3 acquired information, this section of the report will be -
redraf ted. In so doing, the auditors shoul'd fully explain

~how they were able to determine the CCR figures were improperly
applied by the Committee in its allocation formula. The
redraf ted version should also state that if CCR figures are
correctly applied, the figures derived will be considered to
be a reasonable allocation of media expenditures. Finally,
we suggest that the auditors obtain the CCRs to make the
necessary verification, as was done with those situations
in other campaigns where ADI figures were used. This should
not pose a problem in that we have already obtained some
of the relevant CCRs.

4. National Press

The Office of General Counsel understands that the auditors
do not have a problem with the theory put forth by the Committee,
that the excess over airfare costs received by KFP from national
press personnel can reasonably be applied as a reimbursement
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for other KFP expenditures actually incurred by the Committee
for services and items used solely by the press, and that the
total amount of this "reimbursement" may be exempted from state
(and overall) expenditure limitations. W1e suggest that the
report not the auditors' general agreement with the theory,
while stating that the problem lies in the inability to
verify the Committee figures absent an accounting of monies
received from the press, the surplus of that amount over
total airfare costs incurred for the press, and the aggregate
amount of expenditures (other than airfare) incurred on the press's
behalf in the states in question, as well as the documentation
supporting those computations.

In addition, the Office of General Counsel does not believe
that any additional information -- such as proof that an expendi-
ture designated by the Committee as one for press was in fact
so used 6/ -, should be required. Therefore, we suggest that the .

, report not indicate that such proof is a prerequisite to accepting '
KFP's allocation in this regard as reasonable.

The Office of General Counsel also agrees with the Conmnittee *P that an employee's salary need not be allocated to a particular
state to the extent that that staff member's time was spent on.-

0 national press activities. Your recent letter to the Committe
__ states that "salaries . . .of national campaign staff members

who travel to a particular state for a limited ourpose not
- constituing dac or field wok . . . need not be allocated i.

to that state." (emphasis added). Ministering to the national
OD press falls within this exception, in that it is not advance " ,

or field work. Accordingly, this section of the audit report .;i
" should be revised. 7/

p, 6/ Again, we note the standard of proof question raises some ..
problems. For instance, would a notation on a bill that

~~it was "for press" suffice or would press affidavits be *
necessary? As long as we have not ascertained any con- .~
flicting evidence, we believe that the Committee's state-
ment as to the purpose of the expenditure is acceptable.

7/ The Office of General Counsel feels that the auditors may
require t'he Committee to define the parameters of its
category "national press activities" before accepting
the Committee's figures exempting these salary costs as
reasonable. However, as previously noted, this office
believes it is and inconsistent with prior practi~e
to require the Committee to suomit further "proof"
of the Committee estimates, based on staff interviews,
of employee time spent on national press activities.
Se.e the discussion in this analysis contained under
the heading titled "Overhead Allocation", sura

(OS
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5. Compliance and Fundraisi..ng

Again, this Office has some difficulty in rejecting the
Committee's allocation of various percentages of staff
salary to the exempt categories of compliance and fundraising
in view of the basis provided in the audit report. As previously
noted, proof of the accuracy of such figures has not been requested
of other committees, and, the report does not identify what
sort of documentation would suffice to meet this requirement.
The Committee is in the best position to determine how and to
what extent staff time was spent on certain activities, and
absent some indication that the Committee's assertions in this
regard are not accurate representations of what actually occurred,
we find no reason for not accepting what has been presented
by KFP. See nn. 6 and 7, supra, and the relevant text accompanying
those notes.

,fp Of course, if the auditors are merely requesting to
N. review the Committee's computational schedules and other

work papers supporting these figures before verifying the :o: reasonableness thereof, and if this was required in everyother instance where a committee presented allocation figures il -
-- excluding expenditures (or percentages of expenditures) based

on the theory that a portion of staff time was spent an~exempt or national activities, the auditors have appropriately
('3 refused to adjust the figures in the interim audit report in -the manner KFP seeks. However, the report should explicitlyqm  designate that this is the type of supporting documentation

necessary before the auditors will concur in the reasonableness
O of the Committee allocations. 8/

8/ We also note that this section appears to repeat or concern
issues discussed in the section titled 'Overhead Allocation".
To the extent these two sections are referring to identical
figures and procedures, these two subparts should be
combined into one sub-section, or, at minimum, their
relation to each other must be clearly set forth. It
is undertstandable that the report was drafted in this
manner, in that that is how these subjects are presented
by the Committee. However, the auditors need not feel
compelled to adhere to the structure of the KFP response,
and should not hesitate to abandon it and substi.tute
the division's own organizational structure, for the
sake of providing a report that is clear to the reader
and can stand on its own without resort to further
explanation.
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6. Advance Staff Personnel
The comments contained in the section of this legal

analysis immediately preceding this one, are equally
applicable here. Likewise, some sort of restructuring
or redrafting to indicate more clearly how this subsectioninterrelates with the other subsections contained in this
portion of the report is necessary. See n. 8, supr. In
addition, if the above suggestions of te Office o General
Counsel are accepted, the figures in the recommendationportion of this section of the report may require some
readjustment, as well.

D. Review of Receipts

, 1. Timely Processino of Questionable Contributions i•:

*, The report recommends that this matter be referred for ":a compliance action against KFP for violation of 11 C.P.A.
$ I03.3(b)(l) by failing to retain a written record noting ,
the basis for the appearance of illegality with reect, to 4.,~O contributions deposited in the KFP escrow account set up

-- pursuant to that regulation. The Office of General Counsel ..suggests that rather than referring such a minor technicalviolation, thereby requiring deletion of this section of i
-the audit report, that the audit report instead recommendo that the amount of funds that can't be verified by thecommittee as coming from pemissable sources be disposed of" in any lawful manner by the Committee within the ninety day
repayment period (along with a copy of the cancelled check(s)
verifying the transfer(s))...

The Office of General Counsel also suggests that some.of the discrepa2q1 s in audit and Committee figures found iin Attachment 'clarified to explain the reasons forthese differences. Specifically, the $12,090 KFP figure
might contain a footnote noting for the record that, while
the Committee has paid this amount out of the escrow account,it has offered no information as to the source or legality
of these funds. Similarly, footnote 3, rather than referring
generally to the insufficiency of information should specify
that no cancelled check verifying that this donation was in
fact made has been subnitted by KFP.

2. Receipt of Contributions Exceedine $1000
Per Person

The Office of General Counsel understands that the auditors
are still receiving information from the Committee in an attempt

• . ..
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to reattribute certain contributions or otherwise confirm their
legality. It is assumed that this Office will be provided an
update to that effect simultaneous with the referral of this
matter to this Office.

III. A. Determination of Net Outstanding Campaign .Objections

This Office concurs with the auditors that no action can be
taken against the Committee, and that no adjustments can be made
on the Committee's NOCO statement with respect to the art work
inventory KFP had on hand at the date of Senator Kennedy's
ineligibility. In order to be of assistance to the Commission
in making its determination as to whether the works of art are
capital assets, and if so, the fair market value thereof, the

; Office of General Counsel will prepare and circulate a separate
memorandum to the Commuission on this sub~ect.

This Office would like to suggest that two minor additions i
N to Attachment 2, (NOCO Statement), however, be included in the

report. The first concerns footnote 2, which should cite '
11 C.F.R. S 9033.l(a)(l) (i) in referring to those accounts !

addition suggested would be to footnote 3 wherein the auditors ,
-- reject as winding down costs certain postage expenses of the

Committee. This footnote should contain a citation to the
O' regulatory definition of winding down costs and a brief explana-

tion as to why the Committee expenditures in question do not
meet that definition.

B. Apparent Non-qualified Campaign Expenses

1. Expenditures in Excess of State Limitations ,

If any of the Office of General Counsel positions with
respect to Finding II. C. of the report are accepted, the figures
listed in this portion of the report will require readjustment.

2. Payment of Parking Violations

The second paragraph of this section of the report should
be deleted, as there is no evidence the Committee could present
which would show that the"S141.50 paid in parking violations
were qualified campaign expenses. See 26 U.S.C. § 9032(9)(A).
As written, this paragraph of the report creates an (erroneous)
inference that there might exist evidence to that effect, but
that the Committee failed to provide it. Also, we suggest that
this section cite to the relevant regulatory provision. (11 C.F.R.
S 9032.9(a) (3)).

'71
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