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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of MUR 1853

First Fidelity Bank of New © MUR 1854
Jersey
Robert Ferguson, Chairman and CEO

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on January 24,
1985, the Commission decided by a vote of 5-0 to take

the following actions in MURs 1853 and 1854:

1. Merge MUR 1853 into MUR 1854.

2. Find no reason to believe First
Fidelity Bank of New Jersey and
Robert Ferguson, violated the
Federal Election Campaign Act
with regard to the allegations
in the complaint.

Approve and send the letters
attached to the General Counsel's
Report signed January 18, 1985.

Close the file.

Commissioners Aikens, Elliott, Harris, McGarry'and

Reiche voted affirmatively in this matter; Commissioner
McDonald did not cast a vote.

Attest:

77@67‘}4,“_' 2 Conmeres’

Marjorie W. Emmons
Secretary of the Commission

i Received in Office of Commission Secretary: 1-22-85, 11:22
Circulated on 48 hour tally basis: 1-22-85, 4:00
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FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

January 29, 1985

Robert R. Ferguson

Chairman and Chief Executive Officer
First Fidelity Bank NA of New Jersey
550 Broad Street

Newark, New Jersey 07192

Re: MUR 1854

First Fidelity Bank NA of
New Jersey

Robert R. Jerguson, Chairman
and Chief Executive Officer

Dear Mr. Ferguson:

On November 29, 1984, the Commission notified the First
Fidelity Bank of New Jersey and you, as chairman and CEO of the
complaints in MUR 1853 and MUR 1854 alleging violations of
certain sections of the Federal Election Campaign Act of 1971, as
amended.

On January 24, 1985, the Commission voted to merge MUR 1853
with MUR 1854. Also on that date, the Commission determined that
on the basis of the information in the complaints, and
information provided by you, there is no reason to believe that a
violation of any statute within its jurisdiction has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
General Counsel

Associate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 29, 1985

Gerald Rose

Independent Democrats for
LaRouche

P.0O. Box 859 - Radio City Station

New York, New York 10101

Re: MUR 1854 _
Dear Mr. Rose: v - c

The Federal Election Commission has reviewed the allegations
of your complaint -dated November 16, 1984, and denominated MUR
1854. On January 24, 1985, the Commission voted to merge MUR
1853, a matter involving similar allegations, with MUR 1854.

Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as

amended ("the Act") has been committed. Accordingly, the
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.
See 2 U.S.C. § 437g(a) (8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a)(1l) and 11 C.F.R. § 11l1.4.

Sincerely,

Charles N. Steele
General Counsel

Kenneth A. Gros
Associate neral Counsel

Enclosure
General Counsel's Report




\' FEDERAL ELECTION COMMISSION
, WASHINGTON,D.C. 20463

January 29, 1985

Edward Spannaus

The LaRouche Campaign
P.0. Box 2150, GPO

New York, New York 10116

Re: MUR 1854

Dear Mr. Spannaus:

The Federal Election Comlission has reviewed the allegations
of your complaint dated November 16, 1984, and denominated MUR
1853. On January 24, 1985, the Commission voted to merge MUR
1853, a matter involving similar allegations, with MUR 1854.

Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as
amended ("the Act”) has been committed. Accordingly, the
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.

See 2 U.S.C. § 437g(a) (8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a) (1) and 11 C.P.R. § 111.4.

Sincerely,

Charles N. Steele
General Counsel

Kenneth A.
Associate General Counsel

Enclosure
General Counsel's Report




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

Office of the.Commissipn Secretary

Office of General Counsel

DATE: January 22, 1985

SUBJECT: MUR 1853/1854 ~ General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote
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Compliance
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In the Matter of
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) MUR 1853

)

First Fidelity Bank of New Jersey
MUR 1854

and Robert Ferguson, Chairman & CEO
GENERAL COUMSEL'S REPORT

BACKGROUND

Complainant (MUR 1854) Independent Democrats for LaRouche
(hereinafter IDL) was the principal authorized campaign committee
for Mr. Lyndon H. LaRouche's candidacy for President in the 1984
general election. Complainant (MUR 1853) The LaRouche Campaign
(hereinafter TLC) was the principal authorized campaign committee
for Mr. LaRouche's candidacy for the 1984 Democratic Presidential
nomination. Since the two committees are thus related, and
because both complaints raise identical allegations against
identical Respondents, the two MURsS will be considered together.
This Office recommends, moreover, that MUR 1853 be merged into
MUR 1854.

mn
C
<
cC

Both Committees maintained campaign depositories in the

First Fidelity Bank of New Jersey (hereinafter the "Bank®"). The

8 5

complainants allege that the Bank and its Chairman and CEO
(Robert Ferguson) violated the Federal Election Campaign Act
(hereinafter the "Act") in that they did the following:

il terminated both committees' respective checking
accounts;

2. terminated without prior notice the committees' ability

to accept and deposit contributions by credit card;
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3. removed the funds already deposited in the respective
accounts ($170,000 in the IDL account, $30,000 in the TLC
account) and placed them in escrow as a reserve against
anticipated chargebacks by credit card contributors; and

4. failed to provide IDL and TLC with account memoranda
identifying individuals who charged back their credit card
contributions to the committees.

IDL has further alleged that the Bank improperly refused to
process $112,650 in deposits to its account.

The complainants argue that the actions outlined involve
violations of the Act on four grounds. The first two of these

legal arguments, as outlined below, are raised by both

22209

complainants; the third and fourth are raised by IDL alone:

1 The Bank's refusal to release debt memoranda concerning
contributor chargebacks impedes the campaign committees' efforts
to report information concerning contributions in violation of

2 U.S.C. §§ 432(c) and 434(b) and 11 C.F.R, §§ 102.9(a) and

50405

104.3(a;};

8

e The Bank's action deprived the committees of a
depository, making it impossible to meet the demands of
creditors;

315 The Bank's refusal to permit access to the funds on
deposit forced IDL to cancel a planned election eve broadcast on
CBS, with resultant risk of contractual liability to the network.
IDL regards the Bank's action as equivalent to an independent

expenditure by the Bank, in violation of 2 U.S.C. § 441b, against
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the LaRouche candidacy in the amount of §236,484 (the cost of the
broadcast).

4. The Bank put IDL in the position of having no
depository. Every political committee is required under the Act
to maintain such a depository. 2 U.S.C. § 432(h)(1). IDL
concludes therefore that the Bank has violated that statute.

FACTUAL AND LEGAL ANALYSIS

A review of the statutes upon which complainants rely makes
plain that these laws impose duties on political committees and
their treasurers, and on no other party. Thus, the Act obliges
such committees to maintain depositories, to keep records of
contributions and expenditures, and to report specified
information based on those records to the Federal Election
Commission. In no instance does the Act oblige any bank or other
institution to cooperate with any political committee in
complying with these requirements.

For this reason, the allegations in the complaint, even if
substantiated, could not be construed as violations of the Act by
the Bank. No provision of the Act obliges a bank to release debt
memoranda or to provide complainants with a campaign depository.
Nor could the Bank's refusal to permit IDL access to the funds in
its account be characterized as an "independent expenditure" even
if this action indeed forced IDL to cancel its scheduled
election-eve broadcast. The Act defines the term "independent
expenditure®” as an expenditure by a person expressly advocating

the election or defeat of a clearly identified
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candidate which is made without cooperation or consultation with
any candidate....”" 2 U.8.C. § 431(17). Complainants have not
even alleged that Respondents expressly advocated anything.

Thé complainants may have an action at law against the Bank
for breach of contract or on some other grounds. But the
Commission is not a proper forum for such an action. #*/

There remains to consider one further possible violation of
the Act. 1IDL asserts that it is without a depository. Were that
assertion accurate, IDL (and possibly TLC as well), would be in
violation of 2 U.S.C. § 432(h) (1). Subsequent to the filing of
the present complaints, however, the Hon. Harry A, Margolis,
Judge of the Superior Court of New Jersey, Chancery Division:
Essex County, ordered the Bank to credit the accounts of TLC and
IDL. Although Judge Margolis enjoined any withdrawals or drafts
on these accounts without Court order, complainants would appear
at least to have campaign depositories, even if they lack free
access to the funds deposited therein. Consequently, there is no

reason to believe any party has violated the Act in this case.

*/ A case is in fact now pending between these parties in U.S.
District Court, District of New Jersey. That court has
jurisdiction to hear and determine the merits of all claims in
this controversy. None of those claims arise under federal
election law.




RECOMMENDATIONS

1. Merge MUR 1853 into MUR 1854.

2. Find no reason to believe First Fidelity Bank of New Jersey
and Robert Ferguson, violated the Federal Election Campaign Act
with regard to the allegations in the complaint.

3. Approve and send the attached letters.

4. Close the file.

Charles N. Steele
General Counsel

2

f ffs/’ By:

Kenneth A. Gross
Associate GeneraY Counsel

2 23

Attachments

Jia TLC complaint

2% IDL complaint

3 Response

4. Proposed letter to Edward Spannaus

54 Proposed letter to Gerald Rose

6. Proposed letter to First Fidelity Bank of New Jersey
and Robert Ferguson
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@ patachmet/
" Mel Klenetsky

National Campaign Director
Edward Spannaus

Treasurer

P.O. Box 2150, GPO, New York, N.Y. 10116, (212) 247-8820

Novenber 16, 1984

Charles N. Steele Ur
General Counsel

Federal Election Conmission /£53
1325 K Street NwW

washington, DC 20463

Mr. Steele:

This constitutes formal ccmplaints against Fidelity Bﬁgk'
NA of New Jersey ("Ficelity") anc officers of the bank as
identifiec below for viclations of the Federal Election
Campaign Act. Ficdelity has been the principal depository fcr
The LaRouche Campaign ("the committee®). On November 2, 1584
the bank unilaterally terminatecd the committee's business
checking account ané its merchant agreement for the deposit cf
crecit caré contributions. At the same time $30,000 of
conmittee funds were segquestereé to an escrow account for the
ostensible purpose of establishing a reserve against
coentributor chargebacks.

Since the terninégtion of its contracts with The LaRouche
Carpaign, the bank has refusec to provice the conmittee with
&ny cGaccumentation pertaining to activity on the account. Such
cocurmentation incluces identification of incivicuals whose
contributions have been charged back (debited to the account),
anc the anounts of such chargebacks. At the committee's last
reeting with the bank on November 5, 1984, such debit memoranca
were shown tc the committee but then withheléd by the bank, and
have not been prcvided since.

Since the ccmmittee cannot report the relevant contributor
transactiocns without these bank memoranda (transactions which
would be jtemizeC as negative jtems on Schecdule A for Lines 17a
anc 19b, ané as adjustec year-to-cate aggregates on both these
schecules), the ccrnittee's Reports of Receipts ard
Expencitures could be materially in error starting with the
November 20, 1984 report. This represents a violation of 2
U.S5.C. 432(c) and 434(b), and 11 C.F.R. 102.9(a) ané 104.3(a),
respecting bcth the maintenance of recorcs and the reporting of
those transactions. As well, the committee is also unable to
maintain prcper cocumentation for these transactions.

As a seconé cause of complaint, the bank's termination of
the cornmittee's account without notificaticn ana its
seqguestration of $30,000 in committee cerosits has severely
uncercut the ccrrittee's ability to retire campaign debt, Loth
frcr the loss ¢f funcs, anc frorn the carage done to the
corrnittee's funcraising capabilities for lack cf & merchant




agreerient enabling the raising of contributions by crecit

caré. As is well known to the FEC Audit Division, this rode of
funéraising has represented a significant share of the
comrmittee's overall fundraising program.

Such debt consists primarily of obligations to individual
lenders, several of whom have already locdgeé complaints with
the Feceral Election Commissjon in respect of alleged arrears
on their loans; and of which complaints, several have already
resulted in Matters Uncer Review having been initjateéd by the
Cormission directec to The LaRouche Campaign. The bank's
actions have severely jeopardized the committee's ability to
retire these campaicn debts in a timely fashion; anc through
the disruptions caused Ly the complaints of the lenders whose
cebts thus cannot be paié, these bank actions also create
further interference with normal committee functioning.

I therefore request that your coffice open an investigation
into the actions of the bank, for violations of the statutes
ané regulations icentified above. This complaint is to be
understooC as filed against both of the following entities or
indivicduals: b

First Ficelity Bank NA of New Jersey
550 BroaC Street '
Newark, NJ 07182

<
™
N
N

Robert R. Ferguson

Chairman anc Chief Executive Officer
First Ficelity Bank NA of New Jersey
550 Broad Street

Newark, NJ 07192

I will expect notification of your opening a Matter Uncer
Review to be mailec to both us and the respcndents within five
éays of receipt of this complaint.

0405
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I swear that the facts described herein are true and

corplete to the best of my knowledge.

Ecwarc Spannaus
Treasurer

sworn to befcre rne this
16th cay of Noverber, 1964.
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LaRouche

P.O. Box 859, Radio City Station. New York, N.Y, 10101 (212) 247-8820

November 16, 1984

Charles N. Steele, General Counsel i~
Feceral Electjon Comrission TNUK

1325 K Street, NW ' ]
\tashington, DC 20463 /‘?5‘/
Fr. Steele:

This is tc inform you of violations of the Federal ;g
Election Carpaign Act and Regulations which require your ..
establishing a Matter Under Review investigation. This cn
conplaint acdresses four specific areas of violation, as ~
specified below, anc is filed acgainst the following two
responcents:

First Fidelity Bank NA of New Jetsey
S50 BrcadG Street
Newark, NJ 07192

kobert R. Ferguson

Chairnman &nd Chief Executive Officer
First Ficelity Bank NA of New Jersey
550 Broad Street

llewark, NJ 071%2

)

First Ficelity Bank NA of New Jersey has been the sole
cepositcery for Incependent Democrats for LaRouche since July
31, 1984. On Noverber 2, 1984 the bank broke jts contractual
arrangements with the committee by terminating the committee's
checking account and its abjlity to accept and geposit
contributions by crecdit card, without proper notification. The
bank also removed $170,000 in committee funds on cdeposit, to
set ur a funcd for the payment of presumed future chargebacks by
contritutors to the campaign. In addition to the $170,000 so
reroveé, the bank refused to process the conm1ttee s deposxts
of Noverber 1, totalling $112,650.00

tn
™
N
o~
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The combined illegal removal of cormittee funds on
ceposit, and refusal to accept new deposits, forced the
conmittee to viclate its contract with the CBS Television
network for a half-hour paic political broadcast to have Leen
cshown at 6:30 PK EST on loverber 5, 1964, the eve of the
Gereral Elect:on in which NMr. LaRouche was a presicential
cencideate.

Since terminating the cormittee's accounts, the bank has
cdlso failec to provice the committee with routine debit
rencrance icentifying contributions being charged back to the
cormittee by contributcrs, chargebacks which the cormittee
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kncws to exist, anc the payment of which was the purported
reason for the seguestration of $170,000 on November 1.

The bank's actions constituted ané contjinue to constijtute
violations of the Fecderal Election Campaign Act as follows:

First Violation

In blocking cormittee access to its funds on deposit, the
bank forceé the cancellation of a contracted prime-tire
television troaccast by the carpaign on election eve, an
obviously critical time when all three major candicates were
cencucting such broaccasts. This cancellation represented a
catastrophic disruption of anc interference with the conduct of
the campaign. 1It represents an jllegal corporate contribution
to a feceral carnpaign in the form of zn Incdepencent Expencditure
acainst & particular cancdicete in the amount of at least
$23€,484 .00, the cost of the cancelled CBS broaccast, ané
possibly more shoulé damages or penalties have to be paic¢ to
CES as a result of a possible breach of contract suit entered
against the campaign. The committee had, moreover, notifiec
the bank days in advance of its intended use of its funés, and
the bank was therefore fully aware of the impact of its actions
on a fedgeral political campaign.

2 235

Seconé Viclaticn

In hclding up release of cebit memoranca representing
contributor chargebacks, the bank is preventing disclosure of
the names, cdates, anc amounts of contributions to a fecderal
carmpaign committee, in violaticn of 2 U.S.C. 432(c) and 434(b),
an¢ 11 C.F.R. 102.%9(a) anc 104.3(a). The committee cannot
report transactions cf which it can have no knowledge.

0405
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Thiré Violation

In terminating the committee's accounts without prior
notice, the bank has placec the committee in the position of
having no c¢epository, a violation of 2 U.S.C. 432(h)(1) anc 11
C.F.R. 103.2 anc¢ 103.3(a)."-

Fourth Violation

Without a cepository,. it has been impossible for the
conmittee to raise funcés cduring the time between the
termination of its account at First Ficelity anc€ its opening of
& new accocunt elsewhere. It has also been impossible to make
cisbursenents against the $1706,000 removec by the bank from the
ccrnmittee's account. This has put the committee in a positicn
of Leing unaktle to reet the cenancs of rultiple crecitors,
subjecting it tc possible legal collection &actions.
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This inability to raise funds for a critical period of
tire has also significantly camaged the committee's good
relations with indivicual lenders who would otherwise have
teceived payment on their loans, and would have remained
supporters willing to provide future contributions baseé on the
goocwill established by such past performance.

The ill-will so createca, moreover, is not confined to the
incivicual contributors affectedc. Complaints lodgec by such
inédividuels with banks, with the press and mecia, anc with
feceral regulatory agencies such as the FEC, create a ncre
generalizec atmosphere of suspicicn and hostility towards the
carpadign. That atrosphere, however unsubstantiated by fact, is
in turn communicated to many other indivicuals anc institutions
by stcries in the press anc media, anc by comments mace to the
public by employees of, among other institutions, the Public
Reccrcs Cffice of the Federal Election Commission. There are
many instances on reccrd of each one of these consequences,
some of which are or will shortly be the cause of further
actions by the cormittee.

The damage tc the campaign's fundraising capabilities thus
constitutes a seconc 111egal corporate contribution to a
feceral carmpaign, acain in the form of actions cdirectec agaxnst
& rarticular cancicate.

For these reascns, I therefore request that you establish
an investigation pursuant to & Matter Uncer Review and notify
ccrplainant anc responcents as prescribed by the Federal
Electicn Campaign Act and Regulations.

I swear to the truth of these statements.

Hoadd Foaa_

Geralc Rose
Treasurer

sworn to before me this
16th cay of Novenmber, 1584.

¢ TERY PUBLIC STA7Z of MEW Yer(
@
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January 3, 1985

BY HAND

Charles N, Steele
General Counsel i
Federal Election Commission
1325 K Street, N.W.

Washington, D.C. 20463

A

Dear Mr. Steele:

2238

On November 19, 1984, Independent Democrats for
LaRouche ("IDL") and The LaRouche Campaign ("the Campaign")
(collectively "the complainants®) filed the above-referenced
complaints with the Commission against the First Fidelity
Bank N.A., New Jersey ("the Bank®") and Robert R. Ferguson,
the Bank's chairman and chief executive officer. Pursuant
to 2 U.S.C. § 437g(a) (1) and 11 C.F.R. § 111.6, the Bank and
Mr. Ferguson hereby respond to each complaint in turn and
req:est that the Commission take no action on either com-
plaint.

274905
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For the reasons stated in detail below, neither
complaint states a valid claim under the federal election
laws or the Commission's regulations. Even if the facts as
stated by each complaint were entirely accurate, the com-
plaints fail to identify any acts by the Bank that consti-
tute violations of the Federal Election Campaign Act or the
Commission's rules. Each complaint is accordingly deficient
on its face and should be dismissed.

The undisputed facts are the following: Complain-
ants' accounts with the Bank were terminated on November 1,
1984. The Bank placed $200,000 from those accounts into
escrow to provide for anticipated "chargebacks®" =-- claims by
credit card holders that funds deposited into complainants'
accounts had been improperly charged on their credit cards.
The complainants cancelled a half-hour television broadcast
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Charles N, Steele
January 3, 1985
Page 2 y

scheduled for November 4, 1984, allegedly because of the
unavailability of the funds placed in escrow by the Bank.

These facts depict a dispute between the com-
plainants and the Bank over the Bank's decision to terminate
complainants' accounts and to place certain funds in escrow.
That dispute is currently being litigated in the United
States District Court for the District of New Jersey,l/ a
proper forum for the resolution of such a dispute. Com-
plainants are improperly attempting to transform such a
dispute into a vioclation of the federal election laws.
Their position, if accepted, would create a potential
violation in every business dispute between a political
committee and a merchant. The complaints have no merit and
should be dismissed.

II.. Allegations Aqainst Robert roggggon.

IDL and the Campaign name Mr. Ferguson as a
respondent to their complaints. The complaints themselves,
however, contain no allegations of specific actions by Mr.
Ferguson. Accordingly, they are plainly deficient with
respect to Mr. Ferguson and cannot form the basis for
Commission action.

III. IDL Allegations Against the Bank

» The IDL complaint sets out four alleged violations
that the Bank will address in turn.

A. First Alleged Violation

IDL first alleges a violation by the Bank on the
basis of "an illegal corporate contribution to a federal
campaign in the form of an Independent Expenditure against a
particular candidate.® IDL Complaint at 2. This "illegal
corporate contribution® purportedly arose from the inability
of the LaRouche campaign committees to pay for a prime time
television broadcast. 1IDL alleges that the cost of the
cancelled broadcast, $236,484.00 (plus any penalties to
CBS), constitutes the supposed unlawful independent expendi-
ture.

1/ First Fidelity Bank and Robert Ferguson v. LaRouche
Campaign, et.. al., Civil Action No. 51-%%353 consolidated
witE iDL and the LaRouche Campaign v. First Fidelity Bank,
No. 84-4685.
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. This allegation has no basis in law or in the
Commission's regulations. It is noteworthy that the com-
plaint does not cite any statutory provision or section of
the rules presumably violated. Under the Fedsral Election
Campaign Act ("the Act®), 1nd.pond.at ditures® above a
certain level are subject to disclosure
requirements. 2 U.S.C. § 434(c !h. acts complained of by
IDL, however, do not even a:guabl fall under the definition
of ®“Independent Expenditure® set out in 2 U.8.C. § 431(17).
Under that provision, ah Independent Expenditure "means an
expenditure by a person expressly advocating the election or
defeat of a clearly identified candidate." It has been held
that the words “expressly advocating” mean "exactly what
they say,” "requiring an unambiguous statement®” urging the
election or defeat of a clearly identified candidate. See
FEC v. Central g%%g Island Tax Refora Immediately Committse,
¢1l¢ r.2d 45, § d Cir. 1980 in s case, Te 1s not
even a statement, much less an 'unnnbiguous' one. The
Bank's decision to terminate IDL's account and withhold
certain funds cannot be construed as "expressly advocating
the election or defeat of a clearly identified candidate,*®
and the complaint neither makes such an allegation nor
states facts that would give rise to the inference of
express advocacy.

Similarly, the complaint does not state facts to
support its allegation of an "illegal corporate contribu-
tion" separate and apart from the independent expenditure
allegation. The term "contribution" means the donation of
anything of value "for the purpose of influencing any
election for federal office."2/ While the complaint states

2/ The full definition of 'cont:ibution' in 2 U.S8.C. §
431(8) reads as follows:

The term “"contribution® includes ==

(1) any gift, subscription, loan, advance,
or deposit of money or-anything of value made by
any person for the purpose of influencing any
election for Federal office; or

(ii) the payment by any person of compensa-
tion for the personal services of another person
which are rendered to a political committee
without charge for any purpose.
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that the Bank was aware “"of the t of its action on a
federal political campaign,® it neither alleges nor states
any facts which even give rise to the inference that the
Bank's se wvas to influence an election. To the con-
trary, complaint states that the Bank “removed
$170,000.00 in Committee funds on deposit, to set up a fund
for the payment of presumed future chargebacks by contri-
butors to the Campaign.” 1IDL Complaint at 1. As the com-
plaint thus recognizes, the Bank's purpose was to protect
itself against future chargebacks, which in fact have
materialized beyond the full extent of the Bank's escrow
holding.3/

The Bank's action cannot constitute either a
"contribution” or an "independent expenditure® as defined by
the Act, and the first alleged violation is therefore
without merit.

-

B. Second Alleged Violation

IDL contends that the Bank has violated the
reporting requirements imposed by the Act and the Commis-
sion's regulations by refusing to provide sufficient infor-
mation concerning chargebacks by contributors. According to
IDL, it cannot report transactions to the Commission as a
result, thus causing the Bank to violate 2 U.S.C. §§ 432(c),
434(b), and 11 CFR §§ 102.9(a), 104.3(a).

- IDL misunderstands the reporting requirements
imposed by these provisions. Other than independent expen-
ditures (discussed above), those requirements apply only to
treasurers of political committees. 2 U.S.C. § 434(a) (1),
11 C.F.R. § 104.1. They do not impose reporting obligations
on entities which do business with political committees or
candidates, including financial institutions. Neither the
Bank nor any other business that furnishes services to a
political committee is subject to any statutory or regula-
tory obligation to facilitate a political committee's
satisfaction of its requirements under the Act.

3/ Between November 1 and December 16, 1984, chargebacks
against complainants' accounts totalled $216,172.00. See
Cribbin Affidavit filed December 19, 1984 in First Fidelity
Bank v. LaRouche, supra.
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. Indeed, both Congress and this Commission antici-
pated reporting difficulties that could arise in the event
of a dispute between a merchant and a political committee.
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 this 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 Chapter 96 of Title 26." 2 U.S8.C.

§ 432(i); 11 C.P.R. §§ 102.9(4), 104.7. IDL, therefore, is
required only to exercise its best efforts to obtain the
necessary information in order to comply with the obliga-
tions imposed by the Act.

Because (1) the Act imposes no reporting require-
ments upon an entity such as the Bank, and (2) IDL is
required only -to use its best efforts to obtain the infor-
mation subject to the reporting requirements, the second
alleged violation has no basis in law. )

C. Third Alleged Violation

A political committee must establish a depository
for campaign funds pursuant to 2 U.S§.C. § 432h(1) and 11
C.F.R. § 103.2. It must officially designate such a depo-
sitory and inform the Commission of such designation. 1IDL
alleges that the Bank's termination of its accounts “"without
prior notice" violated these provisions by leaving IDL
without a depository.

Like the reporting requirements, the Act's deposi-
tory requirements do not apply to an entity such as the
Bank. They apply explicitly to political committees.

2 U.S.C. § 432h(1), 11 C.F.R. § 103.2. The Bank is under no
obligation, nor is any other financial institution, to
tailor its business practices in order to ensure that a
political committee has a depository in existence at every
moment . '

Moreover, the applicable statutory provisions and
regulations do not indicate that.a political committee
commits a violation during the interim between its loss of a
depository and its selection of a new one. Indeed, in the
event of a dispute such as that which has arisen between IDL
and the Bank, the reasonable interpretation is precisely the
opposite, i.e., that the political committee would be
expected tO have a reasonable amount of time to designate a
new depository. IDL's allegation implies that the Commis-
sion's regulations compel the selection of only one deposi-
tory, and if a problem arises with that depository the
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political committee would necessarily be in violation of the
rules. In fact, the Act and the Commission's regulations
expressly contemplate the designation of "one or more*
financial institutions "as its caﬁiqn depository or
depositories.” o | sis supplied). If the LaRouche
committees had previously established depositories other
than the Bank, their :{pzupziat. and sensible response to
the dispute was to designate a new sitory, not to allege
a frivolous violation against the .

Neither the Act nor the Commission's regulations
impose any obligations upon the Bank with respect to the
maintenance of depositories by political committees.
Accordingly, the third alleged violation is without merit.

D. Fourth Alleged Violation

The .basis for IDL's fourth alleged violation is
somevhat difficult to comprehend, and IDL does not identify
any specific statutory sections or rules that have purpor-
tedly been violated. IDL contends that the Bank's actions
have made it unable to meet the demands of creditors and to
raise funds prior to its opening of a new account elsewhere,
and have damaged IDL's goodwill. 1IDL then states that "the
damage to the campaign's fundraising abilities thus consti-
tutes a second illegal corporate contribution to a federal
campaign, again in the form of actions directed against a
particular candidate." IDL Complaint at 3.

This statement appears simply to restate IDL's
first alleged violation concerning purported illegal cam-
paign contributions. The discussion above of the statutory
terms "contribution®" and "independent expenditure® apply
equally with respect to the fourth alleged violation. 1In
its fourth allegation, IDL similarly fails to state facts -
suggesting that the Bank has made any “contribution" or
*independent expenditure® as those terms are defined by the
Act. 1Its allegations are simply conclusory and insufficient
to make out the elements of a violation. §gg.;% g%.rederal
Election %%%Eaigg Act Litigation, 474 F. Supp. 1044,
‘DQS.E. 1 ° . 26

IDL cannot transform a common and fundamental
banking practice into a violation of the federal election
laws. No action undertaken by the Bank can remotely be
perceived as intended to advance the election or defeat of
any candidate. The Bank was simply acting in its business
capacity as a financial institution. The LaRouche campaign
committees have an appropriate forum -- the United States
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District Court -- to state any grievances against the Bank's
business practices. Their attempt to use the Commission's
compliance process by stretching the election laws and
regulations far beyond their natural boundaries has no legal
basis and must be dismissed.

IV. The LaRouche Allegations
ains

On the same day that IDL filed its complaint, the
LaRouche Campaign filed one alleging virtually identical
violations. It was based on the same set of facts that gave
rise to the IDL complaint and accused the Bank of two
violations very similar to two of the four IDL claims.
Rather than reiterate the deficiencies in each alleged
violation, the Bank summarizes below the grounds for dis-
missing each alleged violation and refers to the relevant,
more detailed.discussion in its preceding response to the
IDL complaint. :

2 2 44

N First Alleged-Violation

The Campaign alleges a violation of 2 U.S.C. §§
432c, 434b and 11 C.F.R. §§ 102.9(a), 104.3(a), the sections
that impose reporting requirements on political committees.
Similar to the IDL assertions above (in its second alleged
violation), the Campaign contends that the Bank's refusal to
provide certain data has prevented it from satisfying the
Commission's reporting requirements, resulting in a viola-
tion of these provisions. ‘

N 405 |

L ond
d

As discussed in detail above, this alleged viola-
tion is without merit. The Campaign has not established the
elements that form the basis for such a violation and has
ignored two fundamental points: (1) that the Bank has no
statutory or regulatory obligations with respect to the
reporting requirements imposed on political committees; and
{2) that Congress has provided for dispute situations such
as the one in this case with the "best efforts" clause of
the Act.

Accordingly.-for the reasons stated herein and in
response to IDL's second alleged violation above, this claim
must be dismissed.

B, Second Alleged Violation

It is difficult to reply to this allegation,
because it neither identifies a specific Bank action that is
supposedly unlawful, nor does it cite statutory or regula-
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tory provisions that were supposedly violated. The Campaign
cI:{ms that the Bank's termination of its account and its
placing of certain funds in escrow have undercut the Cam-
paign's ability to retire campaign debt, damaged its fund-
r:ili:q capabilities, and interfered with its normal func-
tioning.

These facts do not form the basis of a valid
complaint under the federal election laws or the regulations
of this Commission. A financial institution, or any entity
doing business with a political committee, is under no
obligation to tailor or alter its practices in order to
enhance the fundraising capability of a political committee.
The Campaign cites no statutory or regulatory provisions in
support of its second alleged violation because there simply
are no provisions that have any applicability to the facts
as stated by the Campaign.

Accétdingly. for the reasons stated herein and in
response to IDL's fourth alleged violation above, this claim
mist be dismissed. ’ ’

V. Conclusion

There exists a dispute between the complainants
and the Bank, It is a business dispute that is currently
being litigated in federal court in New Jersey. If the
complainants®' theories had any merit, every business dispute
between a political committee and a merchant or financial
institution, which interferes in some way with a political
campaign's normal functioning, could be elevated into a
potential violation of federal election laws or regulations.
The complaints as filed assert purported violations in a
conclusory fashion and do not set out the elements of a
violation under the Act or the Commission's rules. Accord-
ingly, for the reasons set forth herein, the Bank respect-
fully requests that the Commission dismiss the complaints
filed against the First Fidelity Bank and Mr. Ferguson by
the LaRouche Campaign and Independent Democrats for
LaRouche.

Yours truly,

e




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

Edward Spannaus

The LaRouche Campaign .
P.0. Box 2150, GPO

New York, New York 10116

Re: MUR 1854

Dear Mr. Spannaus:

The Federal Election Commission has reviewed the allegations
of your complaint dated November 16, 1984, and denominated MUR
1853. On -, 1985, the Commission voted to merge MUR
1853, a matter involving similar allegations, with MUR 1854.

Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as
amended ("the Act") has been committed. Accordingly, the ,
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.

See 2 U.S.C. § 437g(a) (8).

2 2 4 4

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a) (1) and 11 C.F.R. § 11l1.4.
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Sincerely,

Charles N. Steele
Geperal Counsel

Kenneth A. Gross
Associate General Counsel

Enclosure ;
General Counsel's Report
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WASHINGTON,D.C. 20463

Gerald Rose

Independent Democrats for
LaRouche

P.O. Box 859 - Radio City Station

New York, New York 10101

Re: MUR 1854
Dear Mr. Rose:

The Federal Election Commission has reviewed the allegations
of your complaint dated November 16, 1984, and denominated MUR
1854. On , 1985, the Commission voted to merge MUR
1853, a matter involving similar allegations, with MUR 1854.

Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as
amended ("the Act”) has been committed. Accordingly, the
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.

See 2 U.S.C. § 437g(a) (8).

2247

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a) (1) and 11 C.F.R. § 111.4.

8 504005

Sincerely,

Charles N. Steele
General Counsel

Kenneth A. Gross
Associate General Counsel

Enclosure
General Counsel's Report
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FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

Robert R. Ferguson

Chairman and Chief Executive Officer
Pirst Fidelity Bank NA of New Jersey
550 Broad Street

Newark, New Jersey 07192

Re: MUR 1854

First Pidelity Bank NA of
New Jersey

Robert R. Jerguson, Chairman
and Chief Executive Officer

Dear Mr. Ferguson:

On November 29, 1984, the Commission notified the First
Fidelity Bank of New Jersey and you, as chairman and CEO of the
complaints in MUR 1853 and MUR 1854 alleging violations of
certain sections of the Federal Election Campaign Act of 1971, as
amended.

On ., 1985, the Commission voted to merge MUR 1853
with MUR 1854. Also on that date, the Commission determined that
on the basis of the information in the complaints, and
information provided by you, there is no reason to believe that a
violation of any statute within its jurisdiction has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
General Counsel

By Kenneth A, Gross
Associate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

CHARLES N. STEELE ﬁjéz
GENERAL COUNSEL ’”7

FROM: MARJORIE W. EMMONS/JODY C. RANSOM J(;‘

DATE: JANUARY 7, 1985

SUBJECT: MUR 1853/1854 - First General Counsel's
Report signed January 3, 1985

The above-captioned matter was circulated to the
Commission on a 24 hour no-objection basis at 2:00,
January 4, 1985.

There were no objections to the First General Counsel's

Report at the time of the deadline.




FEDERAL ELECTION COMMISSION
_WASHINGTON, D.C. 20463

TO: Office of the Commission Secretary
FROM: Office of General Counsel

DATE: January 3, 1985

SUBJECT: MUR 1853/1854 -~ First General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote Compliance
Sensitive
Non-Sensitive Audit Matters

24 Hour No Objection Litigation
Sensitive
Non-Sensitive Closed MUR Letters

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




MUR 1l§3-
The LaRouche Camps
Edward Spannaua.'
MUR ‘1854~ A :
Independent Dc-ocxnts for ﬁnnoucho.
eraxn Rose, Il tteasurerﬁw

First Pidelity !ank of New Jetaey
and Robert Perguson, Chairman &
CEO

2251

RELEVANT STATUTES: 2 U.8.C. §§ 432(c),
432(h) (1), 434(b), 44lb,
11 C.F.R. §§ 102.9(a),
103.2, 104.3(a)

INTERNAL REPORTS CHECKED: None
FEDERAL AGENCIES CHECKED: None
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BACKGROUND 3

Complainant (MUR 1854) Independent Democrats for LaRouchq

(hereinafter IDL) was the principal authorized campaign conmitﬁee
for Mr. Lyndon H. LaRouche's candicacy for President in the 1984
general election. Complainant (MUR 1853) the LaRouche Campaign
(hereinafter TLC) was the principal authorized campaign committee
for Mr. LaRouche's candidacy for the 1984 Democratic Presidential

nomination. Since the two committees are thus related, and




ﬁbccau-n both codplaine. raise identical allegatioul aqainst
“dentical Respondents, the two MURs will be considered together.
nqcollondationl concorning the possibility of notqcr will be
.;__’ducuntd um mbantin nmndntion- are made to the
G Conlission on thilynig;dt.
y ~ Both co-nittooq nnintainod campaign depositories in the
" piret rlaciity Bank of New Jersey (hereinafter the "Bank"). The
complainants allege that the Bank and its Chairman ahd CEO
(Robert Ferguson) violated the redeial Election Campaign Act
(hereinafter the ®"Act®) in that they did the following:

1. terminated both committees' respective checking
accounts;

2. terminated without prior notice the committees' ability
to accept and deposit contributions by credit card;

3. removed the funds already deposited in the respective
accounts ($170,000 in the IDL account, $30,000 in the TLC
account) and placed them in escrow as a reserve against
anticipated charge-backs by credit card contributors; and

4. failed to provide IDL and TLC with account memoranda
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identifying individuals who charged back their credit card
contributions to the committees.

IDL has further alleged that the Bank improperly refused to
process $112,650 in deposits to its account.

The complainants argue that the actions just outlined
involve violations of the Act on four grounds. The first two of
these legal arguments, as enumerated hereafter, as raised by both

complainants; the third and fourth are raised by IDL alone.
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1. The Bank's refusal to release debt memoranda concerning
contributor charge-backs impedes the campaign committees' efforts
to report Lntor-atlop‘concernlng contributions in vto;ation of
2 U.8.C. §8 432(c) and 434(b) and 11 C.F.R. $§5102.9(a) and
104.3(a). | I

2. The Bank's action deprived the committees oflay,
depository, making it impossible to meet the demands 6f
creditors.

3. The Bank's refusal to permit access to the funds:on
deposit forced IDL to cancel a planned election eve Bioa¢q§st on
CBS, with resultant risk of contractualvliabilityfﬁé the n;tvork.
IDL regards the Bank's action as equivalent to an eipdndiidre by
the Bank, in violation 2 U.S.C. § 441b, against thevnaﬁouche
candicacy in the amount of $236,484 (the cost of the Szdadcast).

4. The Bank put IDL in the position of having no
depository. Every political committee is required under the Act
to maintain such a depository. 2 U.S.C. §432(h)(1). IbL
concludes therefore that the Bank has violated that statute.

On the last point, it should be noted that, subsequent to
this complaint, the Hon. Harry A. Margolis, Judge of the Superior
Court of New Jersey, Chancery Division: Essex County, ordered the
Bank to credit the accounts of TLC and IDL. Although Judge
Margolis enjoined any withdrawals or drafts on these accounts
without Court Order, complainants would now appear to have
campaign depositories even if they lack free access to the funds

deposited therein.
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on November 19, 1904. ﬂm office neuu.a the Respondents on
~ Wovember ZSth that th.l. nattgrs were pending, On Deceamber 17,
L;eounsel Eor nnspondbnti rcqucotod a ttttoon day extension of time

;u‘uh@ch to respond to the complaint. This office found that
request reasonable under the circunstances and therefore granted
it. The response is now expected by Januirj”a, 1985, and a
General Counsel's Report addressing the question whether there is
reason to believe a violation occurred in this case will be

forthcoming shortly thereafter.

Charles N. Steele
General Counsel

Associate Generdl Counsel

Attachments

1. Complaint MUR 1853
2. Complaint MUR 1854




Mel Klenetsky

National Campaign Director

Edward Spannaus
Treasurer .

P.O. Box 2150, GPO, New York, N.Y. 10116, (212) 247-8820

Noverber 16, 1984

Charles N. Steele iR
Generzl Counsel e

Federal Election Cormission /IL{B
1325 K Street NW ’

washington, DC 20463

Mr. Steele:

This constitutes formal ccmplaints against Fidelity Bﬁgk'
NA of KRew Jersey ("Ficelity®) anc officers of the Lank as
icentifiec belcw for viclations of the Federal Election
Campaign Act. Fidelity has been the principal depository for
The LaRouche Carmpaign ("the committee®). On November 2, 1984
the bank unilaterally terminatec the comnittee's business
checking account and its merchant agreement for the deposit cf
credit car¢ contributicns. At the sane time $30,C00 of
connmittee funds were seguesterec to an escrow account for the
ostencible purpose of establishing a reserve zgainst
contributor chargebacks.

Since the terninetion of its contracts with The LaRouche
Canpaign, the bank has refused to provice the cormittee with
any cGccumentation pertaining to activity on the account. Such
cocurentation incluces identification of incivicuvals whose
contributions have been charged back (debited to the account),
and the anounts of such chargebacks. At the ccmmittee's last
reeting with the bank cn November 5, 1984, such Gebit memoranca
were shown tc the committee but then withhelé by the bank, and
have not been provided since.

Since the committee cannot repcrt the relevant ccntributor
transactions without these bank memorancda (transactions which
would be itemizeC as negative items on Schecdule A for Lines l7a
enc¢ 15b, and as acjustec year-to-cate aggregates on both these
schecdules), the ccmmittee’s Reports c¢f Receipts and
Expencitures could be materially in errcr starting with the
Ncvenber 20, 184 report. This represents a violation cf 2
U.S.C. 432(c) andé 434(b), and 11 C.F.R. 102.9(2a) an¢ 104.3(a),
respecting becth the raintenance of recorcs anc the reporting of
thcse transactions. As well, the committee is alsc unable to
maintain prcper cocumertation for these transactions.

hs & seconc cause of complaint, the bank's terminaticn of
the connittee's account without notificaticn ana its
cecuestraticn of $350,000 in committee ceposits has severely
uncerctt the ccrmittee's ability to retire canpeaicn éebt, Loth
frer the loss cof funcs, anc fron the carace cone to the
corrnittee's funcreaising ceapabilities for lack cf & merchant




acreenent enabling the raising of contributions by credit

carc. As is well known to the FEC Aucit Division, this rode of
funcéraising has represented a significant share of the
comrittee's overall funcéraising program.

Such debt consists primarily of obligations to indjvidual

lencders, several of whom have already locgec complaints with
. the Federal Electjon Commission in respect of alleged arrezrs

on their loans; and of which complaints, several have already
resulted in Matters Uncer Review having been initjateé by the
Cormission éirectec to The LaRouche Carpaign. The bank's
actions have severely jeopardized the committee's abjlity to
retire these canpaign debts in a2 timely fashion; anc thrcugh
the cisruptions caus<G Ly the complaints of the lenders whose
cebts thus cannot be paic, these kank actions &lso create
further interference with normal committee functicning.

I therefore request that your cffice open &n investigation
irtc the actions of the bank, for violations of the statutes
&nc regulations icentified above. This coamplaint is to be
uncerstooC &s filed against both of the following entities or
incivicduals:

First Ficelity Bank NA of New Jersey
550 Broac Street '
NKewark, NJ 07192

Pobert R. Ferguson

Chairman anc Chief Executive Officer
First Ficelity Bank NA of New Jersey
550 Broac Street

Newark, KJ 07192

I will expect notification of your opening a Matter Uncer
Review to be mailed to both us and the respcndents within five
cays of receipt of this complaint.

I swear that the facts described hLerein are true and
corplete to the best of my knowledge.

cié/—«l- g;;>«,A—~/"

Ecwarc Spannaus
Treasurer

Sworn to befcre rne this
léth cay of Ncverber, 1964.
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Debra Hanania-Freeman, Chairman

INDEPENDENT - S e 59
DEMOCRATS '

SEEENEED fOr SR

LaRouche :

P.O. Box 859. Radio City Station, New York. N.Y. 10101 (212) 247-8820

November 16, 1984

Charles N. Steele, General Counsel =

Feceral Election Commission TNUT
1325 K Street, KW ‘ j o
washington, DC 20463 /‘fg(/

'r. Steele:

This is to inform you of violations of the Federal
Electicn Carpaign Act and Regulations which require your
establishing a Matter Uncer Review investigation. This <~ ,
corplaint accéresses four specific areas of viclation, as ~
specified below, &nc is filed against the following two
respcncents:

First Fidelity Bank NA of New Jersey
S50 Brcaé Strest
Newark, NJ 07192

kobert R. Ferguson

Chairnan ana Chief Executive Officer
rirst Ficelity Bank NA of New Jersey
550 Broad Street

Newark, NJ 071%2
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First Ficelity Bank NA of New Jersey has been the sole
cdepositcry for Incepencdent Demccrats for LaRouclke since July
31, 15864. On Noverber 2, 1984 the bank broke its contractual
arrangements with the committee by terminating the committee's
checking account and its ability to accept ané ceposit
contributions by crecdit card, without proper notification. The
bank also removeé $170,000 in committee funcs on ceposit, to
set up a func for the payment of presumed future chargebacks by
contritutors to the campaign. In addition to the $170,000 sc
reroveé, the bank refusec to process the committee's ceposits
of Noverber 1, totalling $£112,650.00

o
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The combinec illegal removal of committee funds on
cepecsit, anc refusal to accept new ceposits, forced the
conmittee to violate its contract with the CES Television
network for a half-hour paicd political broadcast to have been
chown at 6:30 PN EST on liovernber 5, 1964, the eve of the
General Election in which NMr. LaRouche was & presicential
cerncicete.

Since terrninating the cornittee's acccunts, the bank has
clso failec tc preovice the conmittee with routine cebit
rercrancea icentifying ccntributions being charged back to the
corrittee by contributcre, charcebacks which the ccermittee




kncws to exist, anc¢ the payment of which was the purported
reason for the seguestration of $170,000 on lovember 1.

The bank's actions constituted anc contjnue to constitute
violations of the Feceral Election Carmpaign Act as follows:

First Violation

In blocking cormittee access to its funds on deposit, the
bank forcec the cancellation of a contracted prine-tire
televisicn kbrcaccast by the carmpaign on election eve, an
obviously critical time when all three rajor cancicdates were
cericucting such broaccasts. This cancellatijon represented a
catastrophic cisruption of anc interference with the conduct of
the carpaign. It represents an illegal corporate contribution
tc a federal carnpaign in the form of &n Incepencent Expenéditure
against & particular canciceate in the arount of at least
$23€,484.00, the cost of the cancellec CES broaccast, anc
possibly more shoulé darages or penalties have to be paic to
CES as a result of a possible breach of contract suit entered
against the campaign. The comnittee had, moreover, notifiec
the bank cays in acdvance of its intended use of its funcds, and
the bank was therefore fully aware of the impact of its actions
on & fegeral political campaign.

Seconé Viclaticn
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In hclaing up release of cebit memcranca representing
contributor chargebacks, the bank is preventing disclosure of
the names, cdates, anc amounts of contributions to a fecderal
carpaign committee, in violaticn of 2 U.S.C. 432(c) and 434(b),
an¢ 11 C.F.R. 102.9(a) anc 104.3(a). The conmittee cannot
report transactions cf which it can have no knowledge,

Thirc Violation

In terminating the committee's accounts without prior
notice, the bank has placec the committee in the position of
Laving no cepository, a violation of 2 U.S.C. 432(h)(1) anc¢ 11
C.F.R. 103.2 anc 103.3(a)."

Fourth Violaticn

Without a cepository,. it has been impossible fcr the
cormittee to raise funcés during the time between the
terrnination of its account at First Ficelity anc its opening of
& new account elsewhere. It hLas also beern impossible to make
cistursenents against the $£170,000 removeé by the bank from the
cennittee's account. This Les put the committee in & positicn
cf Leing unaktle to rneet the cenancs of rultiple crecitors,
subjecting it tc possible legal collection &ctions.
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This inability to rajise funds for a critical perioé of
tire has also significantly éamaged the committee's good
relaticns with indivicual lenders who woulc otherwise have
treceivec payrent cn their loans, and woulé have remained

. supporters willing to provicde future contributions based on the
- goocwill establishec by such past performance.

The ill-will so createdc, moreover, is not confinec to the
incivicual contributors affectec. Corplaints lodgeé by such
incivicuals with tanks, with the press and recia, anc¢ with
fecer&l reculatory agencies such &s the FEC, create a rncre
generalized atmosphere of suspicicn anc hostility towards the
carpaign. That atrosphere, however unsubstantiated by fact, is
in turn ccrnmunicated to many other indivicuels anc institutions
Ly stories in the press anc mecia, anc by cormnents mace to the
public by employees cf, among other institutions, the Public
kecorcs Cffice of the Federal Election Commission. There are
many instances on reccrd of each one of these consequences,
some of which are or will shortly be the cause of further
actions by the ccrmittee.

The demage toc the campaign's fundraising capabilities thus
constitutes & second illegal corporate contribution to a
fcceral campaign, acain in the formn of actions cdirectec aga:nst

& particular cancicate.

For these reascns, I therefore request that you establish
an investigation pursuant to & Matter Uncer Review anc notify
coerplainant and responcents as prescribec by the Federal
Election Campaign Act ané Regulatijons.

I swear to the truth of these statements.

HMeald } /go%

Geralé Rose
Treasurer

sworn to before me this
16th cay of Ncvenmker, 1584.

FOTZRY pusLi’c c,—,-,'g eF WEW NeR(
ce Cpoiong
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January 3, cmitan moan

RONO RONC
TELEPHONE S-213357

BY HAND

Charles N. Steele

General Counsel

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

MUR 185}\1
MUR 1854

Dear Mr. Steele:

On November 19, 1984, Independent Democrats for
LaRouche ("IDL") and The LaRouche Campaign ("the Campaign")
(collectively "the complainants®™) filed the above-referenced
complaints with the Commission against the First Fidelity
Bank N.A., New Jersey ("the Bank") and Robert R. Ferguson,
the Bank's chairman and chief executive officer. Pursuant
to 2 U.S.C. § 437g(a) (1) and 11 C.F.R. § 111.6, the Bank and
Mr. Ferguson hereby respond to each complaint in turn and
request that the Commission take no action on either com-
plaint.

1. Introduction

For the reasons stated in detail below, neither
complaint states a valid claim under the federal election
laws or the Commission's regulations. Even if the facts as
stated by each complaint were entirely accurate, the com-
plaints fail to identify any acts by the Bank that consti-
tute violations of the Federal Election Campaign Act or the
Commission's rules. Each complaint is accordingly deficient
on its face and should be dismissed.

The undisputed facts are the following: Complain-
ants' accounts with the Bank were terminated on November 1,
1984. The Bank placed $200,000 from those accounts into
escrow to provide for anticipated "chargebacks" -- claims by
credit card holders that funds deposited into complainants'
accounts had been improperly charged on their credit cards.
The complainants cancelled a half-hour television broadcast




MORRISON & FOERSTER
A PARTNERSNIP INCLUMNNO PROFESSIONAL CORPORATIONS
Charles N, Steele
January 3, 1985
Page 2

scheduled for November 4, 1984, allegedly because of the
unavailability of the funds placed in escrow by the Bank.

These facts depict a dispute between the com-
plainants and the Bank over the Bank's decision to terminate
complainants' accounts and to place certain funds in escrow.
That dispute is currently being litigated in the United
States District Court for the District of New Jersey,l/ a
proper forum for the resolution of such a dispute. Com-
plainants are improperly attempting to transform such a
dispute into a violation of the federal election laws.

Their position, if accepted, would create a potential
violation in every business dispute between a political
committee and a merchant. The complaints have no merit and
should be dismissed.

II. Allegations Against Robert Ferguson

IDL and the Campaign name Mr. Ferguson as a
respondent to their complaints. The complaints themselves,
however, contain no allegations of specific actions by Mr.
Ferguson. Accordingly, they are plainly deficient with
respect to Mr. Ferguson and cannot form the basis for
Commission action.

III. 1IDL Allegations Against the Bank

The IDL complaint sets out four alleged violations
that the Bank will address in turn.

A, First Alleged Violation

IDL first alleges a violation by the Bank on the
basis of "an illegal corporate contribution to a federal
campaign in the form of an Independent Expenditure against a
particular candidate."™ 1IDL Complaint at 2. This "illegal
corporate contribution" purportedly arose from the inability
of the LaRouche campaign committees to pay for a prime time
television broadcast. IDL alleges that the cost of the
cancelled broadcast, $236,484.00 (plus any penalties to
CBS), constitutes the supposed unlawful independent expendi-
ture.

29/ First Fidelity Bank and Robert Ferguson v. LaRouche
Campaign, et. al., Civil Action No. 84-4849A consolidated
witE IDL and the LaRouche Campaign v. First Fidelity Bank,
No. 84-4685.
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This allegation has no basis in law or in the
Commigssion's regulations. It is noteworthy that the com-
plaint does not cite any statutory provision or section of
the rules presumably violated. Under the Federal Election
Campaign Act ("the Act"), "independent expenditures” above a
certain level are subject to reporting and disclosure
requirements. 2 U.S.C. § 434(c). The acts complained of by
IDL, however, do not even arguably fall under the definition
of "Independent Expenditure" set out in 2 U.S.C. § 431(17).
Under that provision, an Independent Expenditure "means an
expenditure by a person expressly advocating the election or
defeat of a clearly identified candidate."™ It has been held
that the words "expressly advocating®" mean "exactly what
they say," "requiring an unambiguous statement®™ urging the
election or defeat of a clearly identified candidate. See
FEC v. Central Long Island Tax Reform Immediately Committee,
616 F.2d 45, 53 (2nd Cir. 1980). 1In this case, there is not
even a statement, much less an "unambiguous” one. The
Bank's decision to terminate IDL's account and withhold
certain funds cannot be construed as "expressly advocating
the election or defeat of a clearly identified candidate,"
and the complaint neither makes such an allegation nor
states facts that would give rise to the inference of
express advocacy.

Similarly, the complaint does not state facts to
support its allegation of an "illegal corporate contribu-
tion" separate and apart from the independent expenditure
allegation. The term "contribution" means the donation of
anything of value "for the purpose of influencing any
election for federal office."2/ While the complaint states

2/ The full definition of "contribution®™ in 2 U.S.C. §
431(8) reads as follows:

The term "contribution" includes --

(i) any gift, subscription, loan, advance,
or deposit of money or anything of value made by
any person for the purpose of influencing any
election for Federal office; or

(ii) the payment by any person of compensa-
tion for the personal services of another person
which are rendered to a political committee
without charge for any purpose.
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that the Bank was aware "of the impact of its action on a
federal political campaign,™ it neither alleges nor states
any facts which even give rise to the inference that the
Bank's purpose was to influence an election. To the con-
trary, the complaint states that the Bank "removed
$170,000.00 in Committee funds on deposit, to set up a fund
for the payment of presumed future chargebacks by contri-
butors to the Campaign." IDL Complaint at 1. As the com-
plaint thus recognizes, the Bank's purpose was to protect
itself against future chargebacks, which in fact have
materialized beyond the full extent of the Bank's escrow
holding. 3/

The Bank's action cannot constitute either a
"contribution®™ or an "independent expenditure" as defined by
the Act, and the first alleged violation is therefore
without merit.

B. Second Alleged Violation

IDL contends that the Bank has violated the
reporting requirements imposed by the Act and the Commis-
sion's regulations by refusing to provide sufficient infor-
mation concerning chargebacks by contributors. According to
IDL, it cannot report transactions to the Commission as a
result, thus causing the Bank to violate 2 U.S.C. §§ 432(c),
434(b), and 11 CFR §§ 102.9(a), 104.3(a).

IDL misunderstands the reporting requirements
imposed by these provisions. Other than independent expen-
ditures (discussed above), those requirements apply only to
treasurers of political committees. 2 U.S.C. § 434 (a) (1),
11 C.F.R. § 104.1. They do not impose reporting obligations
on entities which do business with political committees or
candidates, including financial institutions. Neither the
Bank nor any other business that furnishes services to a
political committee is subject to any statutory or requla-
tory obligation to facilitate a political committee's
satisfaction of its requirements under the Act.

3/ Between November 1 and December 16, 1984, chargebacks
against complainants' accounts totalled $216,172.00. See
Cribbin Affidavit filed December 19, 1984 in First Fidelity
Bank v. LaRouche, supra.
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Indeed, both Congress and this Commission antici-
pated reporting difficulties that could arise in the event
of a dispute between a merchant and a political committee.
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 this 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 Chapter 96 of Title 26." 2 U.S.C.

6§ 432(i); 11 C.F.R. §§ 102.9(d4), 104.7. IDL, therefore, is
required only to exercise its best efforts to obtain the
necessary information in order to comply with the obliga-
tions imposed by the Act.

Because (1) the Act imposes no reporting require-
ments upon an entity such as the Bank, and (2) IDL is
required only to use its best efforts to obtain the infor-
mation subject to the reporting requirements, the second
alleged violation has no basis in law.

cf Third Alleged Violation

A political committee must establish a depository
for campaign funds pursuant to 2 U.S.C. § 432h(l) and 11
C.F.R. § 103.2. It must officially designate such a depo-
sitory and inform the Commission of such designation. IDL
alleges that the Bank's termination of its accounts "without
prior notice" violated these provisions by leaving IDL
without a depository.

Like the reporting requirements, the Act's deposi-
tory requirements do not apply to an entity such as the
Bank. They apply explicitly to political committees.

2 U.S.C. § 432h(1), 11 C.F.R. § 103.2. The Bank is under no
obligation, nor is any other financial institution, to
tailor its business practices in order to ensure that a
political committee has a depository in existence at every
moment .

Moreover, the applicable statutory provisions and
regulations do not indicate that a political committee
commits a violation during the interim between its loss of a
depository and its selection of a new one. Indeed, in the
event of a dispute such as that which has arisen between IDL
and the Bank, the reasonable interpretation is precisely the
opposite, i.e., that the political committee would be
expected to have a reasonable amount of time to designate a
new depository. 1IDL's allegation implies that the Commis-
sion's regulations compel the selection of only one deposi-
tory, and if a problem arises with that depository the
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political committee would necessarily be in violation of the
rules. In fact, the Act and the Commission's regulations
expressly contemplate the designation of "one or more"
financial institutions "as its campaign depository or
depositories." 1d. (emphasis supplied). If the LaRouche
committees had not previously established depositories other
than the Bank, their appropriate and sensible response to
the dispute was to designate a new depository, not to allege
a frivolous violation against the Bank.

Neither the Act nor the Commission's regulations
impose any obligations upon the Bank with respect to the
maintenance of depositories by political committees.
Accordingly, the third alleged violation is without merit.

D. Fourth Alleged Violation

The basis for IDL's fourth alleged violation is
somewhat difficult to comprehend, and IDL does not identify
any specific statutory sections or rules that have purpor-
tedly been violated. 1IDL contends that the Bank's actions
have made it unable to meet the demands of creditors and to

raise funds prior to its opening of a new account elsewhere,
and have damaged IDL's goodwill. 1IDL then states that "the
damage to the campaign's fundraising abilities thus consti-
tutes a second illegal corporate contribution to a federal
campaign, again in the form of actions directed against a
particular candidate." IDL Complaint at 3.

This statement appears simply to restate IDL's
first alleged violation concerning purported illegal cam-
paign contributions. The discussion above of the statutory
terms "contribution®" and "independent expenditure" apply
equally with respect to the fourth alleged violation. 1In
its fourth allegation, IDL similarly fails to state facts
suggesting that the Bank has made any "contribution" or
"independent expenditure" as those terms are defined by the
Act. Its allegations are simply conclusory and insufficient
to make out the elements of a violation. See In Re Federal
Election Campaign Act Litigation, 474 F. Supp. 1044, 1046
(D.D.C. 1979).

IDL cannot transform a common and fundamental
banking practice into a violation of the federal election
laws. No action undertaken by the Bank can remotely be
perceived as intended to advance the election or defeat of
any candidate. The Bank was simply acting in its business
capacity as a financial institution. The LaRouche campaign
committees have an appropriate forum -- the United States




MORRISON & FOERSTER
A PARTNERSNIP DNCLUDING PROFESSIONAL CORPORATIONS

Charles N. Steele
January 3, 1985
Page 7

District Court -- to state any grievances against the Bank's
business practices. Their attempt to use the Commission's
compliance process by stretching the election laws and
regulations far beyond their natural boundaries has no legal
basis and must be dismissed.

IV. The LaRouche Campaign Allegations
Against the Bank

On the same day that IDL filed its complaint, the
LaRouche Campaign filed one alleging virtually identical
violations. It was based on the same set of facts that gave
rise to the IDL complaint and accused the Bank of two
violations very similar to two of the four IDL claims.
Rather than reiterate the deficiencies in each alleged
violation, the Bank summarizes below the grounds for dis-
missing each alleged violation and refers to the relevant,
more detailed discussion in its preceding response to the
IDL complaint.

A, First Alleged Violation

The Campaign alleges a violation of 2 U.S.C. §§
432c, 434b and 11 C.F.R. §§ 102.9(a), 104.3(a), the sections
that impose reporting requirements on political committees.
Similar to the IDL assertions above (in its second alleged
violation), the Campaign contends that the Bank's refusal to
provide certain data has prevented it from satisfying the
Commission's reporting requirements, resulting in a vicla-
tion of these provisions.

As discussed in detail above, this alleged viola-
tion is without merit. The Campaign has not established the
elements that form the basis for such a violation and has
ignored two fundamental points: (1) that the Bank has no
statutory or regulatory obligations with respect to the
reporting requirements imposed on political committees; and
(2) that Congress has provided for dispute situations such
as the one in this case with the "best efforts" clause of
the Act.

Accordingly, for the reasons stated herein and in
response to IDL's second alleged violation above, this claim
must be dismissed.

B. Second Alleged Violation

It is difficult to reply to this allegation,
because it neither identifies a specific Bank action that is
supposedly unlawful, nor does it cite statutory or requla-
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tory provisions that were supposedly violated. The Campaign
claims that the Bank's termination of its account and its
placing of certain funds in escrow have undercut the Cam-
paign's ability to retire campaign debt, damaged its fund-
raising capabilities, and interfered with its normal func-
tioning.

These facts do not form the basis of a valid
complaint under the federal election laws or the regulations
of this Commission. A financial institution, or any entity
doing business with a political committee, is under no
obligation to tailor or alter its practices in order to
enhance the fundraising capability of a political committee.
The Campaign cites no statutory or regulatory provisions in
support of its second alleged violation because there simply
are no provisions that have any applicability to the facts
as stated by the Campaign,

Accordingly, for the reasons stated herein and in
response to IDL's fourth alleged violation above, this claim
must be dismissed.

V. Conclusion

There exists a dispute between the complainants
and the Bank. It is a business dispute that is currently
being litigated in federal court in New Jersey. If the
complainants' theories had any merit, every business dispute
between a political committee and a merchant or financial
institution, which interferes in some way with a political
campaign's normal functioning, could be elevated into a
potential violation of federal election laws or regulations.
The complaints as filed assert purported violations in a
conclusory fashion and do not set out the elements of a
violation under the Act or the Commission's rules. Accord-
ingly, for the reasons set forth herein, the Bank respect-
fully requests that the Commission dismiss the complaints
filed against the First Fidelity Bank and Mr. Ferguson by
the LaRouche Campaign and Independent Democrats for
LaRouche.

Yours truly,

Laé c%man




FEDERAL ELECTION COMMISSION
WASHINCTON, D C. 20463

Decembexr 27, 1984

Laurence H, Silberman, Esquire
Morrison & Foerster

1920 N Street, N.W.
Washington, D.C. 20036

Re: MURs 1853 and 1854

Dear Mr. Silberman:

Your written request for an extension of time in which to
respond to the complaints filed against your client, First
Fidelity Bank NA of New Jersey, is hereby granted.

Please bear in mind that your response is now due January 3,
1985.

2256 8

If you have any questions, pleaéé contact Charles W. Snyder,
the attorney handling this matter at 523-4000.

Sincerely,

Charles N. Steele
General Counsel
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"‘ LAW OFFICES OF

: Morrisox & FOERSTER : kirenin
SAN FRANCISCO OFFICE . A PARTYRRSNIP INCLUDING FROFRSSIORAL CONPORATIONY Snstviir b

' . 1920 N STREET, N.W. 3100 COLUMBIA PLAZA
SAN PRANCIOCO, CALIFORNIA 94109 Wasxirorox, D.C. 20036

777- 6000 TELEPHONE (308) 887-1300
TELEPHONE (415) ranicdiocs,

1

108 AXORLES OFFICE

333 BOUTH ORAXD AVENUE
LOS ANORLES, CALIPORNIA 9007
TELEPHONE (813) 636 - 3800

LAURENCE N. SILBERMAN
WASHINOTON. D.C.
DIRECT DIAL (203) a7 -1366 TELEPHONXE S-213337

December 18, 1984

BY MESSENGER

Kenneth A. Gross

Associate General Counsel
Federal Election Commission
1325 K Street, N.W.

Sth Floor .

Washington, D.C. 20463

My firm has just yesterday been retained to
represent First Fidelity Bank NA of New Jersey in connection
with the complaints filed before the Commission November 16
and 19th.

2273

I request a 15 day extension of the time required
to answer the complaint in writing.

Very truly yours,

“Laurence H. Silberman
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s.muon COURT OF NEW m‘v G‘C C #Tégé'%

CHANCERY DIVISION 84 DEE 5 Aﬂ I.

838 HALL OF RECORDS
NEWARK, NEW JERSEY 07102
(201) 631-8124

November 30, 1984

Charles Snyder, Esq.

Office of General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: First Fidelity Bank, N.A. et al v.
The La Rouche Campaign et als
Docket No. C-4791-84E
Dear Sir:

As per your recent request, encdosed is
a copy of the Order in the above matter.

<
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Very truly yours)

Zy MARGOLIS /‘VQ
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HANNOCH, WEISMAN, STERN, BESSER, BERKOWITZ & KINNEY
A PROFESSIONAL CORPORATION

744 BROAD STREET

NEWARK, NEW JERSEY 07102

(201) 621 -8800

ATTORNEYS FOR plaintiff

SUPERIOR COURT OF NEW JERSEY
CHANCERY DIVISION: ESSEX COUNTY
DOCKET NO.

FIRST FIDELITY BANK N.A.,
NEW JERSEY,

PlaintiffSI
-vs- Civil Action

THE LAROUCHE CAMPAIGN; ORDER FOR RESTRAINTS
INDEPENDENT DEMOCRATS FOR INCORPORATING SUMMONS
LAROUCHE; CITIZENS FOR LAROUCHE, :

INC.; LYDON H. LAROUCHE, INC.;
GERALD ROSE; DEBRA FREEMAN;
PATRICIA SALISBURY; MEL
KLENETSKY; RICHARD E. WEILCH,

Defendants.

m{ﬁﬂf./%/%”, 7
4
This matter having been presented to the court/]by /J g

Hannoch,Weisman,Stern,Besser,Berkowitz & Kinney, P.A., attorneys
for plaintiff, in the presence of Joel J. Reinfeld, Esq., attorney
for defendants The LaRouche Campaign, Independent Democrats for
LaRouche and Ge?gld Rose, and the court having reviewed the

verified complaint and other pleadings and papers of record,




and for good cause shownj

IT IS this [7 day of November, 1984

ORDERED NUNC PRO TUNC as of November 16, 1984,
as follows:

1. The defendants, and each of them, and all of their
agents, representatives and employees, shall be and hereby are ;

restrained and enjoined from publishing, distributing or

disseminating in any manner or from any location the written
materials annexed to this order as Exhibits A and B.

2. Plaintiff shall credit the accounts heretofore

maintained in the names of defendants The LaRouche Campaign and
Independent Democrats for LaRouche, the sums of $30,000 and

$170,000 respectively. No withdrawals from said accounts shall
be made, and no checks shall be drawn thereon, without further

order of the court.

o
~
N
N
n
o
<
C

3. Plaintiff shall be and hereby is granted leave to

5

take immediate depositions of any party or witness, upon seven
days notice.

4. Any party may move to vacate or modify this order
upon two days notice to adverse counsel.

5. A copy of this order, the verified complaint, and
the other papers submitted by plaintiff shall be served upon each

defendant or their counsel, by personal service within two days




of the date hereof, and in addition, by certified mail, return
receipt requested, postmarked within two (2) days of the date
hereof. Pursuant to R.4:4-3, any employee or designee of
plaintiff's counsel shall be authorized to effect such personal
service.

6. This order shall. constitute the summons in this
matter.

7. Each defendant shall serve a copy of its answer
to the complaint upon plaintiff's attorneys,whose address appears
above, and shall file an original and a copy of its answer with
the Clerk of the Superior Court of New Jersey, CN 971, Trenton,

New Jersey 08625, in accordance with the Rules of Court, within

twenty (20) days after service of the compléint and this order,

exclusive of the date of service; if any defendant fails to so
file and serve, judgments by default may be rendered against it
for the relief demanded in the complaint.

An individual who is unable to obtain an attorney

may communicate with the New Jersey State Bar Association by
calling toll free 800-792-8315 (within New Jersey) or 609-394-1101
(fron out of state). You may also communicate with a Lawyer

Referral Service or, if you cannot afford to pay an attorney,




\
A

call a Legal Service Office. The phone numbers for the county in

which this action is pending are 201-488-0044. Legal Services
Offices 201-487-2166. Persons who reside in New Jersey may also
call their county Lawyer Referral Service of Legal Service
Office.

We hereby consent to the
form of the foregoing
"Order For Restraints
Incorporating Summons"”

HANNOCH ,WEISMAN, STERN ,BESSER, ..
ITZ & Y, R.A.

L4

By

Robert C. Esgptein
Attorneys for Plaintiff

Joel J. Reinfeld
Attorney for Defendants
The LaRouche Campaign,
Independent Democrats
for LaRouche and
Gerald Rose.
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MaJ or Ne ew J ersey Bank
Caught In Grand Larceny.
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the First National State Bank of New Jersey, of 550 Broad Street in Newark,

removed $170,000 from the account of Independent Democrats for LaRouche

(IDL). It was not until Monday, Nov. 5 that the bank admitted that it had hand

mmcmmandhdwttheﬁmdshnmmdhm
cbocau.tobenuduulehﬂ‘sdhawq“m TN

The only mmedm:pdou tnmm km

Look at the facts. . A

D Thursday, Nov. l—Sl?OMbchncenpomdhthelDLm

2) 9a.m. Friday, Nov. 2 - representatives of IDL come to bank tocertify
dneckfotCBStoplyforsdnduledNov S half-hour campaign television
broddcast by Lyndon LaRouche.

mwmu-mLunMywawmememh
charge of the account, that the $170,000 was not there and the account balance
was $10,000. He instructed IDL representatives to speak with the bank’s chief
counsel, Harold Mortimer. 2

JHO:JOa.m.—lDLmomeyalledhnkmdmmfornd.‘MrMu-
timer is not here.” When IDL attorney asked for someone in charge of the ac-
count, he was informed, “No one in charge of that account is here today.”

$) 11:00 a.m. = Two representatives from IDL walk into Mr. Mortimer’s
office and find him sitting at the desk. Heam:edbeludnoknowled;eonhe
matter of the IDL account.

(4] Sp.m.-lDLreeamateleum-?AhmnmutheM—tothe
effect that the bank has decided to “close the account.”

It was not until 10:30 on Monday, Nov. §, after a court order issued by
Judge Marilyn Loftus, that the bank not only informed IDL that it had closed
the account, but that $170,000 had been seized and put into an escrow account
to be used by the bank at its own discretion. -

: lfsomeoueonahshudukenmnlleundpludedhefmaiudctht
Mwemaﬂy'hnd—debmn{mmmfornfekeemmw
in this country would call it by its rightful name — robbery.

- If a bank *hand-debits” $170,000 from the political contributors of
Lyndon LaRouche, and calls it “prudent banking practices,” we believe that . :
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will be filed with the FBI. AT 3
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LaRouche and Reagan. - o’
ummmmmummkwm
LaRouche to make his scheduled Nov. S CBS television broadcast, a lawsuit
for damages against the bank cmmwpmw
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ROBERT R. FERGUSON Jr.

President and Chief Executive Officer
First National State Bank of New Jersey

Eyes: Blue Hair: Gray Age: 62

FOR GRAND LARCENY

Theft of $170,000 in campaign funds
from Independent Democrats for LaRouche.

Between the hours of § p.m. Thursday, Nov. 1 and 9 a.m. Friday, Nov. 2, the First :

Nationa) State Bank of New Jersey, of 550 Street in Newark, removed $170,000 from —

the account of Independent Democrats for . The money had been intended as
h-ymem for a nationwide CBS-TV broadcast by mdependent presidential candidate Lyndon °

. The payment was due that day. It was not until Monday, Nov. 5 that the bank
informed the campaign that it had closed the account and that the $170,000 had been seized
and put into an escrow account o be used by the bank at its own discretion.

The only accurate description of these outrageous sctions is grond larceny.

For further information, call: (201) 429-4977

Authusrord and padd ¢¢ by lndegrados [armeorere o Gt L adbagrie Qonld Baer Wovuseter o
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ARRY A. MARGOLIE
OR COURT OF NEW JERSEY
OYNTY COURTS BUILDING
RK, NEW JERSEY 07102-1681

Charles Snyder, Esq,

Office of General Counsel
Federal Election Commission
1325 K Street, N.VW.
Washington, D.C. 20463

2
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

November 29, 1984

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert R. Ferguson
Chairman and Chief Executive
Officer
First Fidelity Bank NA of New Jersey
550 Broad Street
Newark, New Jersey 07192

Re: MUR 1854

Dear Mr. Ferguson:.

This letter is to notify you that on November 19, 1984 the
Federal Election Commission received a complaint which alleges
that Pirst Fidelity Bank NA of New Jersey and you, as chairman
and chief executive officer may have violated certain sections of
the Federal Election Campaign Act of 1971, as amended ("the
Act”"). A copy of the complaint is enclosed. We have numbered this
matter MUR 1854. Please refer to this number in all future
correspondence. :

Under the Act, you have the opportunity to demonstrate, in
writing, that no action should be taken against First Fidelity
Bank NA of New Jersey and you, as chairman and chief executive
officer in connection with this matter. Your response must be
submitted within 15 days of receipt of this letter. If no
response is received within 15 days, the Commission may take
further action based on the available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a)(4)(B) and § 437g(a) (12) (A) unless you notify the
Commission in writing that you wish the matter to be made public.

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.




If you have any questions, please contact Charles Snyder,
the attorney assigned to this matter at (202) 523-4000. PFor your
information, we have attached a brief description of the

Commission's procedure for handling complaints.

Sincerely,

Charles N. Steele
Counsel

Enclosures

1. Complaint

2. Procedures

3. Designation of Counsel Statement
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

November 29, 1984

Gerald Rose

Treasurer

Independent Democrats for LaRouche
P.0O. Box 859

Radjio City Station

New York, New York 10101

Dear Mr. Rose:

This letter is to acknowledge receipt of your complaint
which we received on November 19, 1984, against Pirst Fidelity
Bank NA of New Jersey and Robert R. Ferguson, which alleges
violations of the Federal Election Campaign laws. A staff member
has been assigned to analyze your allegations. The respondent
will be notified of this complaint within five days.

You will be notified as soon as the Commission takes final
action on your complaint. Should you have or receive any
additional information in this matter, please forward it to this
office. We suggest that this information be sworn to in the same
manner as your original complaint. For your information, we have
attached a brief description of the Commission's procedure for
handling complaints. If you have any questions, please contact
Barbara A. Johnson at (202) 523-4143.

Sincerely,

Charles N. Steele
Counsel

Associate Gepéral Counsel

Enclosure




_ P.O. Box 859, Radio City Station, New York, N.Y. 10101 (212) 247-8820

November 16, 1984

Charles N. Steele, General Counsel
Federal Election Commission mur

1325 K Street, NW
Washington, DC 20463 /f s¢

Mr. Steele:

This is to inform you of violations of the Federal
Election Campaign Act and Regulations which require your
establishing a Matter Under Review investigation. This <, ,
complaint addresses four specific areas of violation, as
specified below, and is filed against the following two
respondents:

First Fidelity Bank NA of New Jersey
550 Broad Street
Newark, NJ 07192

2 285%

Robert R. Ferguson

Chairman and Chief Executive Officer
First Fidelity Bank NA of New Jersey
550 Broad Street

Newark, NJ 07192

First Ficdelity Bank NA of New Jersey has been the sole
depository for Independent Democrats for LaRouche since July
31, 1984. On November 2, 1984 the bank broke its contractual
arrangements with the committee by terminating the committee's
checking account and its ability to accept and deposit
contributions by credit card, without proper notification. The
bank also removed $170,000 in committee funds on deposit, to
set up a func for the payment of presumed future chargebacks by
contributors to the campaign. In addition to the $170,000 so
removed, the bank refusecd to process the committee's deposits
of November 1, totalling $112,650.00

8 50405

The combined illegal removal of committee funds on
deposit, and refusal to accept new deposits, forced the
committee to violate its contract with the CBS Television
network for a half-hour paid political broadcast to have been
shown at 8:30 PM EST on November 5, 1984, the eve of the
General Election in which Mr. LaRouche was a presidential
candidate.

Since terminating the committee's accounts, the bank has
also failed to provide the committee with routine debit
memoranda identifying contributions being charged back to the
committee by contributors, chargebacks which the committee
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knows to exist, and the paymeht of which was the purported
reason for the sequestration of $170,000 on November 1.

The bank's actions constituted and continue to constitute
violations of the Federal Election Campaign Act as follows:

Pirst Violation

In blocking committee access to its funds on deposit, the
bank forced the cancellatijon of a contracted prime-time
television broadcast by the campaign on election eve, an
obviously critical time when all three major candidates were
conducting such broadcasts. This cancellation represented a
catastrophic disruption of and interference with the conduct of
the campaign. 1It represents an illegal corporate contribution
to a federal campaign in the form of an Independent Expenditure
against a particular candidate in the amount of at least
$236,484 .00, the cost of the cancelled CBS broadcast, and
possibly more should damages or penalties have to be paid to
CBS as a result of a possible breach of contract suit entered
against the campaign. The committee had, moreover, notified
the bank days in advance of its intended use of its funds, and
the bank was therefore fully aware of the impact of its actions
on a federal political campaign.

Second Violation

In holding up release of debit memoranda representing
contributor chargebacks, the bank is preventing disclosure of
the names, dates, and amounts of contributions to a federal
campaign committee, in violation of 2 U.S.C. 432(c) and 434(b),
ané 11 C.F.R. 102.9(a) and 104.3(a). The committee cannot
report transactions of which it can have no knowledge.

Third Violation

In terminating the committee's accounts without prior
notice, the bank has placed the committee in the position of
having no depository, a violation of 2 U.S.C. 432(h)(1) and 11
C.F.R. 103.2 andé 103.3(a).

Fourth Violation

Without a depository, it has been impossible for the
committee to raise funds during the time between the
termination of its account at First Fidelity and its opening of
a new account elsewhere. It has also been impossible to make
disbursements against the $170,000 removeé by the bank from the
conmittee's account. This has put the committee in a position
of being unable to meet the demands of multiple crecitors,
subjecting it to possible legal collection actions.
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This inability to raise funds for a critical period of
time has also significantly damaged the committee's good
relations with individual lenders who would otherwise have
received payment on their loans, and would have remained
supporters willing to provide future contributions based on the
goodwill established by such past performance.

The jll-will s0 created, moreover, is not confined to the
individual contributors affected. Complaints lodged by such
individuals with banks, with the press and media, and with
federal regulatory agencies such as the FEC, create a more
generalized atmosphere of suspicion and hostility towards the
campaign. That atmosphere, however unsubstantjated by fact, is
in turn communicated to many other individuals and institutions
by stories in the press and media, and by comments made to the
public by employees of, among other institutions, the Public
Records Office of the Federal Election Commission. There are
many instances on record of each one of these consequences,
some of which are or will shortly be the cause of further
actions by the committee,

The damage to the campaign's fundraising capabilities thus
constitutes a second illegal corporate contribution to a
fecderal campaign, again in the form of actions directec against
a particular candidate.

For these reasons, I therefore request that you establish
an investigation pursuant to a Matter Under Review and notify
complainant and respondents as prescribed by the Federal
Election Campaign Act and Requlations.

I swear to the truth of these statements.

M&%

Gerald Rose
Treasurer

sSworn to before me this
16th day of November, 1984,

NQTARY PUBLJC STATEZ of NEW YoR
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No. 4758778
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LAW OFFICES OF .

, . MorrisonN & FOERSTER
SAN W OFFICR A PARTNERSELP INCLUNNG FROFESSIONAL CORFORATIONS DENVER OFFICE

ONE MARNET PLARA 1930 N STRERTY, X.W. 300 COLUNBIA PLARA

mm:onu 94108 Wasmixarox, D. C. 20036 ::% 00808
TELEPNONE (4iS) ?77- 6000 . TELEFRONE (508) 867-1500 TELEPNONE (303) 831-100
TELEX 90-4030

LOS ANOBLES OPFICE LONDON OFFICE

333 SOUTH ORAND AVENUS 13 OROSVENOR PLACE
LOS ANOBLES, CALIPORNIA 90071 LOMDON SWIX 7RX
TELEFHONE (313) 636-3000 ENOLAND

January 3, 1985

BY HAND

Charles N, Steele

General Counsel

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

MUR 1853
MUR 1853\

Dear Mr. Steele:

On November 19, 1984, Independent Democrats for
LaRouche ("IDL") and The LaRouche Campaign ("the Campaign®)
(collectively "the complainants”) filed the above-referenced
complaints with the Commission against the First Fidelity
Bank N.A., New Jersey ("the Bank") and Robert R. Ferguson,
the Bank's chairman and chief executive officer. Pursuant
to 2 U.S.C. § 437g(a) (1) and 11 C.F.R. § 111.6, the Bank and
Mr. Ferguson hereby respond to each complaint in turn and
request that the Commission take no action on either com-
plaint.

2290
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For the reasons stated in detail below, neither
complaint states a valid claim under the federal election
laws or the Commission's regulations. Even if the facts as
stated by each complaint were entirely accurate, the com-
plaints fail to identify any acts by the Bank that consti-
tute violations of the Federal Election Campaign Act or the
Commission's rules. Each complaint is accordingly deficient
on its face and should be dismissed.

The undisputed facts are the following: Complain-
ants' accounts with the Bank were terminated on November 1,
1984. The Bank placed $200,000 from those accounts into
escrow to provide for anticipated "chargebacks" -- claims by
credit card holders that funds deposited into complainants'
accounts had been improperly charged on their credit cards.
The complainants cancelled a half-hour television broadcast
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. MORRISON & Fonns'rn,

A PARTXSRSNIP DNCLUDING PROVESSIONAL CORPORATIONS

Charles N. Steele
January 3, 1985
Page 2

scheduled for November 4, 1984, allegedly because of the
unavailability of the funds placed in escrow by the Bank,

These facts depict a dispute between the com-
plainants and the Bank over the Bank's decision to terminate
complainants' accounts and to place certain funds in escrow.
That dispute is currently being litigated in the United
States District Court for the District of New Jersey,l/ a
proper forum for the resolution of such a dispute. Com-
plainants are improperly attempting to transform such a
dispute into a violation of the federal election laws.

Their position, if accepted, would create a potential
violation in every business dispute between a political
committee and a merchant. The complaints have no merit and
should be dismissed.

II. . Allegations Against Robert Ferguson

IDL and the Campaign name Mr. Ferguson as a
respondent to their complaints. The complaints themselves,
however, contain no allegations of specific actions by Mr.
Ferguson. Accordingly, they are plainly deficient with
respect to Mr. Ferguson and cannot form the basis for
Commission action.

III. IDL Allegations Against the Bank

The IDL complaint sets out four alleged violations
that the Bank will address in turn.

A. First Alleged Violation

IDL first alleges a violation by the Bank on the
basis of "an illegal corporate contribution to a federal
campaign in the form of an Independent Expenditure against a
particular candidate."™ IDL Complaint at 2. This "illegal
corporate contribution" purportedly arose from the inability
of the LaRouche campaign committees to pay for a prime time
television broadcast. 1IDL alleges that the cost of the
cancelled broadcast, $236,484.00 (plus any penalties to
CBS) , constitutes the supposed unlawful independent expendi-
ture.

1/ First Fidelity Bank and- Robert Fer%%son v. LaRouche
Campaign, et. al., Civil Action No. - A consolidated
with IDL and the LaRouche Campaign v. First Fidelity Bank,
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This allegation has no basis in law or in the
Commission's regulations. It is noteworthy that the com-
plaint does not cite any statutory provision or section of
the rules presumably violated. Under the Federal Election
Campaign Act ("the Act®"), "independent expenditures®” above a
certain level are subject to reporting and disclosure
requirements. 2 U.S.C. § 434(c). The acts complained of by
IDL, however, do not even arguably fall under the definition
of "Independent Expenditure® set out in 2 U.S.C. § 431(17).
Under that provision, an Independent Expenditure "means an
expenditure by a person expressly advocating the election or
defeat of a clearly identified candidate.” It has been held
that the words "expressly advocating" mean “exactly what
they say," "requiring an unambiguous statement® urging the
election or defeat of a clearly identified candidate. See
FEC v. Central Lon Island Tax Reform Immediately Committee,
616 F.2d 45, 53 (2nd Cir. 1980). 1In this case, there is not
even a statement, much less an "unambiguous” one. The
Bank's decision to terminate IDL's account and withhold
certain funds cannot be construed as "expressly advocating
the election or defeat of a clearly identified candidate,”
and the complaint neither makes such an allegation nor
states facts that would give rise to the inference of
express advocacy.

Similarly, the complaint does not state facts to
support its allegation of an "illegal corporate contribu-
tion" separate and apart from the independent expenditure
allegation. The term "contribution®" means the donation of
anything of value "for the purpose of influencing any
election for federal office."2/ While the complaint states

2/ The full definition of "contribution" in 2 U.S.C. §
431(8) reads as follows:

The term "contribution® includes --

(i) any gift, subscription, loan, advance,
or deposit of money or anything of value made by
any person for the purpose of influencing any
election for Federal office; or

(ii) the payment by any person of compensa-
tion for the personal services of another person
which are rendered to a political committee
without charge for any purpose.
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that the Bank was aware "of the impact of its action on a
federal political campaign,” it neither alleges nor states
any facts which even give rise to the inference that the
Bank's gﬁggggg was to influence an election. To the con-
trary, the complaint states that the Bank "removed
$170,000.00 in Committee funds on deposit, to set up a fund
for the payment of presumed future chargebacks by contri-
butors to the Campaign."™ 1IDL Complaint at 1. As the com-
plaint thus recognizes, the Bank's purpose was to protect
itself against future chargebacks, which in fact have
materialized beyond the full extent of the Bank's escrow
holding. 3/

The Bank's action cannot constitute either a
“contribution®” or an "independent expenditure® as defined by
the Act, and the first alleged violation is therefore
without merit.

B. Second Alleged Violation

IDL contends that the Bank has violated the
reporting requirements imposed by the Act and the Commis~
sion's regulations by refusing to provide sufficient infor-
mation concerning chargebacks by contributors. According to
IDL, it cannot report transactions to the Commission as a
result, thus causing the Bank to violate 2 U.S.C. §§ 432(c),
434(b), and 11 CFR §§ 102.9(a), 104.3(a).

2293

IDL misunderstands the reporting requirements
imposed by these provisions. Other than independent expen-
ditures (discussed above), those requirements apply only to
treasurers of political committees. 2 U.S.C. § 434(a) (1),
11 C.F.R. § 104.1. They do not impose reporting obligations
on entities which do business with political committees or
candidates, including financial institutions. Neither the
Bank nor any other business that furnishes services to a
political committee is subject to any statutory or regula-
tory obligation to facilitate a political committee's
satisfaction of its requirements under the Act.

N 4905

™
o)

3/ Between November 1 and December 16, 1984, chargebacks
against complainants' accounts totalled $216,172.00. See

Cribbin Affidavit filed December 19, 1984 in First Fidelity
Bank v. LaRouche, supra.




1 229 4

5

85040

. MORRISON & Fonns'rn,

A PARTYERSNIP INCLUDING PROFESSIONAL CORFORATIONS

Charles N. Steele
January 3, 1985
Page 5 :

Indeed, both Congress and this Commission antici-
pated reporting difficulties that could arise in the event
of a dispute between a merchant and a political committee.
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 this 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 Chapter 96 of Title 26." 2 U.S.C.

§ 432(i); 11 C.F.R. §§ 102.9(d), 104.7. 1IDL, therefore, is
required only to exercise its best efforts to obtain the
necessary information in order to comply with the obliga-
tions imposed by the Act.

Because (1) the Act imposes no reporting require-
ments upon an entity such as the Bank, and (2) IDL is
required only to use its best efforts to obtain the infor-
mation subject to the reporting requirements, the second
alleged violation has no basis in law.

C. Third Alleged Violation

A political committee must establish a depository
for campaign funds pursuant to 2 U.S.C. § 432h (1) and 11
C.F.R. § 103.2. It must officially designate such a depo-
sitory and inform the Commission of such designation. IDL
alleges that the Bank's termination of its accounts "without
prior notice" violated these provisions by leaving IDL
without a depository.

Like the reporting requirements, the Act's deposi-
tory requirements do not apply to an entity such as the
Bank. They apply explicitly to political committees.

2 U.S.C. § 432h(1), 11 C.F.R. § 103.2. The Bank is under no
obligation, nor is any other financial institution, to
tailor its business practices in order to ensure that a
political committee has a depository in existence at every
moment.

Moreover, the applicable statutory provisions and
regulations do not indicate that a political committee
commits a violation during the interim between its loss of a
depository and its selection of a new one. 1Indeed, in the
event of a dispute such as that which has arisen between IDL
and the Bank, the reasonable interpretation is precisely the
opposite, i.e., that the political committee would be
expected to have a reasonable amount of time to designate a
new depository. IDL's allegation implies that the Commis-
sion's regulations compel the selection of only one deposi-
tory, and if a problem arises with that depository the
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political committee would necessarily be in violation of the
rules. In fact, the Act and the Commission's regulations
expressly contemplate the designation of "one or more"
financial institutions "as its campaign depository or
depositories.” Id. (emphasis supplied). If the LaRouche
committees had not previously established depositories other
than the Bank, their appropriate and sensible response to
the dispute was to designate a new depository, not to allege
a frivolous violation against the Bank.

Neither the Act nor the Commission's regulations
impose any obligations upon the Bank with respect to the
maintenance of depositories by political committees.
Accordingly, the third alleged violation is without merit.

D. Fourth Alleged Violation

The basis for IDL's fourth alleged violation is
somewhat difficult to comprehend, and IDL does not identify
any specific statutory sections or rules that have purpor-
tedly been violated. 1IDL contends that the Bank's actions
have made it unable to meet the demands of creditors and to
raise funds prior to its opening of a new account elsewhere,
and have damaged IDL's goodwill. IDL then states that "the
damage to the campaign's fundraising abilities thus consti-
tutes a second illegal corporate contribution to a federal
campaign, again in the form of actions directed against a
particular candidate."™ IDL Complaint at 3.

This statement appears simply to restate IDL's
first alleged violation concerning purported illegal cam-
paign contributions. The discussion above of the statutory
terms “"contribution" and "independent expenditure" apply
equally with respect to the fourth alleged violation. 1In
its fourth allegation, IDL similarly fails to state facts
suggesting that the Bank has made any "contribution" or
"independent expenditure® as those terms are defined by the
Act. 1Its allegations are simply conclusory and insufficient
to make out the elements of a violation. See In Re Federal

Election Campaign Act Litigation, 474 F. Supp. 1044, 1046
(D.D.C. 1979;.

IDL cannot transform a common and fundamental
banking practice into a violation of the federal election
laws. No action undertaken by the Bank can remotely be
perceived as intended to advance the election or defeat of
any candidate. The Bank was simply acting in its business
capacity as a financial institution. The LaRouche campaign
committees have an appropriate forum -- the United States
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District Court -- to state any grievances against the Bank's
business practices. Their attempt to use the Commission's
compliance process by stretching the election laws and
regulations far beyond their natural boundaries has no legal
basis and must be dismissed.

IV. The LaRouche gﬁﬁgaign Allegations
Against t

On the same day that IDL filed its complaint, the
LaRouche Campaign filed one alleging virtually identical
violations. It was based on the same set of facts that gave
rise to the IDL complaint and accused the Bank of two
violations very similar to two of the four IDL claims.
Rather than reiterate the deficiencies in each alleged
violation, the Bank summarizes below the grounds for dis-
missing each alleged violation and refers to the relevant,
more detailed discussion in its preceding response to the
IDL complaint.

A. First Alleged Violation

The Campaign alleges a violation of 2 U.S.C. §§
432c, 434b and 11 C.F.R. §§ 102.9(a), 104.3(a), the sections
that impose reporting requirements on political committees.
Similar to the IDL assertions above (in its second alleged
violation), the Campaign contends that the Bank's refusal to
provide certain data has prevented it from satisfying the
Commission's reporting requirements, resulting in a viola-
tion of these provisions.

As discussed in detail above, this alleged viola-
tion is without merit. The Campaign has not established the
elements that form the basis for such a violation and has
ignored two fundamental points: (1) that the Bank has no
statutory or regulatory obligations with respect to the
reporting requirements imposed on political committees; and
(2) that Congress has provided for dispute situations such
as the one in this case with the "best efforts"™ clause of
the Act.

Accordingly, for the reasons stated herein and in
response to IDL's second alleged violation above, this claim
must be dismissed.

B. Second Alleged Violation

It is difficult to reply to this allegation,
because it neither identifies a specific Bank action that is
supposedly unlawful, nor does it cite statutory or requla-
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tory provisions that were supposedly violated. The Campaign
claims that the Bank's termination of its account and its
placing of certain funds in escrow have undercut the Cam-
paign's ability to retire campaign debt, damaged its fund-
raising capabilities, and interfered with its normal func-
tioning.

These facts do not form the basis of a valid
complaint under the federal election laws or the regulations
of this Commission. A financial institution, or any entity
doing business with a political committee, is under no
obligation to tailor or alter its practices in order to
enhance the fundraising capability of a political committee.
The Campaign cites no statutory or regulatory provisions in
support of its second alleged violation because there simply
are no provisions that have any applicability to the facts
as stated by the Campaign.

Accordingly, for the reasons stated herein and in
response to IDL's fourth alleged violation above, this claim
must be dismissed.

V. Conclusion

There exists a dispute between the complainants
and the Bank. It is a business dispute that is currently
being litigated in federal court in New Jersey. If the
complainants' theories had any merit, every business dispute
between a political committee and a merchant or financial
institution, which interferes in some way with a political
campaign's normal functioning, could be elevated into a
potential violation of federal election laws or regulations.
The complaints as filed assert purported violations in a
conclusory fashion and do not set out the elements of a
violation under the Act or the Commission's rules. Accord-
ingly, for the reasons set forth herein, the Bank respect-
fully requests that the Commission dismiss the complaints
filed against the First Fidelity Bank and Mr. Ferguson by
the LaRouche Campaign and Independent Democrats for
LaRouche.

Yours truly,




FEDERAL ELECTION COMMISSION

WASHINGTON, D C. 20463

December 27, 1984

Laurence H. Silberman, Esquire
Morrison & Foerster

1920 N Street, N.W.
Washington, D.C. 20036

Re: MURs 1853 and 1854

Dear Mr. Silberman:

Your written request for an extension of time in which to
respond to the complaints filed against your client, First
Fidelity Bank NA of New Jersey, is hereby granted.

Please bear in mind that your response is now due January 3,
1985.
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If you have any questions, pleasé contact Charles W. Snyder,
the attorney handling this matter at 523-4000.

Sincerely,

Charles N. Steele
General Counsel
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:::‘:uxn PLAZA 1930 N STRERT, N.W. 3100 COLUMBIA PLAZA’
STRERT TOWER 1670 BROADWAY
SAN PRANCISCO, CALIFORNIA 94109 Wasmin 01'01" »D.C. 20036 R e
TRLEPEONE (41%) 777- 6000 m’::::; :.?-‘) as? -1300 TRLEPHONE (303) 631-100
LOS ANORLES OFFICE

333 SOUTR ORAND AVENUE
108 ANGELES, CALIFORNIA 9007
TELEPRONE (213) 636- 38600

TELEPEONE 33%-0381

HONO EONO OFFICE
ALERANDRA HOUSE

LAURENCE N. SILBERMAN CHATER ROAD

WASHINGTON, D.C. RONO EONO

DIRRCT DIAL (203) 887 -1566 TELRPRONE 3-313357

December 18, 1984

BY MESSENGER

Kenneth A. Gross

Associate General Counsel

Federal Election Commission

1325 K Street, N.W. <=
5th Floor o
Washington, D.C. 20463

My firm has just yesterday been retained to
represent First Fidelity Bank NA of New Jersey in connection
with the complaints filed before the Commission November 16
and 19th.

I request a 15 day extension of the time required
to answer the complaint in writing.

Very truly yours,

Laurence H. Silberman

LHS/dat




ORRISON & FOERSTER
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BY MESSENGER

Kenneth A. Gross

Associate General Counsel
Federal Election Commission
1325 K Street, N.W.

5th Floor
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MUR 1854 - Original Complaint

The attached was circulated for your information.
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' Detra Hanania-Fresman. Chairman

- SmPYe. Teppe 59

INDEPENDEN
DEMOCRATS

SIS (Or EEEE

LaRouche

P.O. Box 859, Racio City Station. New York, N.Y. 10101 (212) 247-8820

Noverber 16, 1984

Charles N, Steele, General Counsel L
Feceral Election Commission LU
1325 R Street, NW j
washington, Dé 20463 v /‘Fg‘/ .

Mr. Steele:

This is to inform ycu of violations of the Federal
Electicn Carpaign Act and Regulations which require your
establishing a Katter Uncer Review jnvestigation. This cn ,
conplaint accéresses four specific areas of violation, as =~
specified below, &né is filed acainst the following two
responcéents: e

First Fidelity Bank NA of New Jersey
S50 Broad Street
Newark, NJ 07192

2303

kobert R. Ferguson

Chairran and Chief Executive Officer
First Ficdelity Bank NA of New Jersey
550 Broad Street

Newark, NJ 07182

First Ficdelity Bank NA of New Jersey has been the sole
cepositcry for Incdepencdent Democrats for LaRouche since July
31, 1984. On Novermber 2, 1984 the bank broke its contractual
arrangements with the committeée by terminating the committee's
checking account and jits abjility to accept and deposit
contributions by credit card, without prcper notification. The
bank also removed $170,000 in committee funds on ceposit, to
set ur a func for the payment of presumed future chargebacks by
contributors to the campaign. 1In addition to the $170,000 so
reroveé, the bank refusec to process the committee's cdeposits
of Noverber 1, totalling $112,650.00

850405

The corbined illegal removal of cormittee funcs on
cepcsit, and refusal toc accept new ceposits, forced the
ccrmittee to violate its contract with the CBS Television
network for a half-hour paic political troadcast to have Lbeen
shown at 65:30 PM EST on koverber 5, 1564, the eve of the
General Election in which Mr. LaRouche was & presicdential
cancicate.

Since terminating the committee's accounts, the bank has
&dlso failec to provice the cormnittee with rcutine cdebit
rencranca icentifying contributions beirng charged back to the
conmittee by contributors, chargebacks which the committee




kncws to exist, anc the payment of which was the purported
reason for the seguestraticn of $170,000 on Novemger 1%

The bank's actions constituted ané¢ continue to constitute
violations of the Feceral Electjon Carmpaign Act as follows:

First Violation

. In blocking committee access to its funcs on deposit, the

bank forcec the cancellation of a contracted prine~time
television trcaccast by the campaign on election eve, an
obviously critical time when all three major cancicates were
ccricucting such broaccasts. This cancellation represented a
catastrophic cisruption of anc interference with the conduct of
the carpaign. It represents an illegal corporate contribution
to a feceral campaign in the form of &n Incdependent Expenditure
against a particular canciézte in the amount of at least
$23€,484.00, the cost of the cancelled CBES broaccast, anc
fossibly more shoulé darages or penaltjes have to Le paic to
CES as a result of a possible breach of contract suit entered
against the campaign. 7The committee had, moreover, notifiec
the bank cays in acdvance of its intended use of its funds, and
the bank was therefore fully aware of the impact of its actions
on a fedgeral political campaign.

Seconcé Violaticn

in holding up release of cebit memoranca representing
contributor chargebacks, the bank is preventing disclosure of
the names, dates, anc amounts of contributions to a feceral
carnpaign committee, in violaticn of .2 U.S.C. 432(c) and 434(b),
an¢ 11 C.F.R. 102.9(a) anc 104.3(a). The committee cannot
report transactions cf which it can have no knowledge.

Thiré Viclation

In terminating the committee's accounts without prior
notice, the bank has placec the committee in the position of
Laving no cepository, a violation of 2 U.S.C. 432(h)(1) anc¢ 11
C.F.R. 103.2 anc 103.3(a).

Fourth Violaticn

Without a cepcsitcry, it has been impossible fcr the
connittee to raise funés curing the time between the
termination of its account at First Fidelity and its opening of
& new account elsewhere., It hLas &also been irpossible to make
cisbursenents against the $170,000 removec by the bank from the
cernnmittee's account. This has put the committee in a positicn
cf teing unaktle tc reet the cerancs of multiple crecitors,
subjecting it tc possible legal collection actions.
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This inability to rajse fundés for & critical perjod of
tire has also significantly damaged the cormrmittee's good
relations with indivicdual lenders who wculé otharwise hLave
receivecd paynent on their loans, and woulé lLave remainel
supportere willing to provice future contribtutions baseé on the

. goocwill established by such past performance.

The jill-will so created, moreover, is not confinec to the
incivicual contributors affectsc. Complaints locdged by such
incivicduals with banks, with the press ané recjia, ané with
feceral regulatory agencies such as the FEC, crsate a ncre
generalizec atmosphere of suspicicn ané hostility towards the
carpaign. That atrnosphere, however unsubstantiateé by fact, is
ir turn ccmmunjicated to many other indivicduals anc jnstitutions
by stcries in the press anc¢ mecdia, anc by comments nace to the
piblic by employees of, among other jinstitutions, the Public
Reccrcs Office of the Federal Election Cormission. There are
many instances cn reccrd of each one of these conseguences,
scme of which are or will shortly be the cause of further
&ctions by the ccocrmittee,

The damage tc the carpaign's fundraising capabilities thus

nstitutes a second illegal corporate contrijbution to 2 _
ceral campaign, acain in the form of ecticns cirectec agaznst

particular cancicate.

C
&
i
é

For these reasons, I therefore reguest that you establish
an investigation pursuant to a Matter Uncer Review ané notify
corplainant ané responcents as prescribed by the Fecderal
Election Campaign Act ané Regulaticns.

I swear to the truth of these statements.

Hsead B

Geralc Rose
Treasurer

Swcrn to before me this
1€éth cay of Ncvember, 1584.
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Mel Klenetsky

National Campaign Director
Edward Spannaus
Treasurer

P.O. Box 2150, GPO, New York, N.Y. 10116, (212) 247-8820

Charles N. Steele

Generzl Counsel

Federal Election Commission
1325 K Street NW
washington, DC 20463

MNr. Steele:

This constitutes formal complaints against Fidelity B
NA of Kew Jersey ("Ficelity") anc officers of the bank as
icentifiec below for viclations of the Federal Election
Campaign Act. Ficdelity has been the principal cepository for
TrLe LaRouche Campai¢n ("the committee®). On Noverber 2, 184
the bank unilaterally terminated the committee's business
checking account ané its merchant agreement for the deposit of
crecit caré contributicns. At the sane time $30,000 of
conmittee funds were seguestered to an escrow account for the
ostensible purpose of establishing a reserve against
centributor chargebacks.

Since the terninetion of its contracts with The LaRouche
Carnpaign, the bank has refused to provice the cormittee with
&ny coccumentation pertaining to activity on the account. Such
cocurentation incluces identification c¢f incivicduals whose
contributions heve been charged back (debited to the account),
ancd the anounts of such chargebacks. At the committee's last
reeting with the bank on November 5, 1984, such debit memoranca
were shown tc the committee but then withhelé by the bank, and
have not been prcvided since.

Since the committee cannot report the relevant contributor
transacticns without these bank memoranda (transactions which
would be jtemizeC as negative items on Schecule A for Lines l7a
anc 19b, ané as adjustec year-to-cate aggregates on both these
schecules), the cormittee's Reports of Receipts ané
Expencitures could ke materially in error starting with the
November 20, 1584 report. This represents a violation of 2
U.S.C. 432(c) and 434(b), and 11 C.F.R. 102.9(a) ané 104.3(a),
respecting bcth the maintenance of recorcs anc the reporting of
those transactions. As well, the committee is also unable to
maintain prcper cocumentation for these transactions.

As & seconcé cause of complaint, the bank's termination of
the committee's account without notificaticn and ijts
seqguestraticn of $30,000 in committee ceposits has severely
tncercut the ccrrmittee's ability to retire campaicn debt, bLoth
frcrm the loss cf funcs, anc fron the carmage done to the
cornittee's funcraising capabilitices for lack cf & merchant




acreenient enabling the raising of contributions by creéit

carc. As is well known to the FEC Audit Division, this rode of
fundraising has represented a significant share of the
committee's overall fundrajsing progranm.

Such debt consists primarily of obligations to individual
lencers, several of whom have already locgec complaints with
the Federal Election Commission in respect of alleged arrears
on their loans; and of which complaints, several have already
resulted in Matters Uncer Review having been initiated by the
Conmission @directec to The LaRouche Campaign. The bank's
actions have severely jeopardized the conmittee's abjlity to
retire these campaign debts in a timely fashion; ané thrcugh
the cisruptions caused Ly the complaints of the lenders whose
éebts thus cannot be paic, these Lank actions a2lso create
further interference with normal committee functioning.

I therefore request that yocur cffice open an investigation
into the actions of the bank, for violations of the statutes
ané regulations icentified above. This complaint is to be
uncerstooC &s filec against both of the following entities or
indivicuals:

First Ficelity Bank NA of New Jersey
$50 Broac Street
Newark, NJ 071Sz2

~
o
™M
N

Pobert R. Ferguson

Chairman anc Chief Executive Officer
First Ficelity Bank NA of New Jersey
£50 Broad Street

1ewark, NJ 07192

9405

I will expect notification of your opening a Matter Uncer
Review to be mailec to both us and the respcndents within five
cays of receirt of this complaint.

8 5

I swear that the facts described herein are true and
cormplete to the best of my knowledge.

cié/k~/L—' g:;?c¢/~—~”‘

Ec¢warc Spannaus
Treasurer

Sworn to befcre ne this
16th cay of Noverber, 1964,
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12 DAY REPORT
December 5, 1984

MUR $1853
#1854

Staff Charles W, Snxdit
Date Al: gned to Sta
%ropocoa Track Designation 11

Source of MUR: MUR 1853 - The LaRouche Campaign,
Edward Spannaus, as treasurer
MUR 1854 - Independent Democrats for LaRouche,
Gerald Rose, as treasurer
Respondents' Names: Pirst Fidelity Bank of New Jersey, and
Robert Ferguson, Chairman and CEO
Relevant Statutes: 2 U.S.C. §§ 432(c), 434(b), 432(h) (1), 441Db;
11 C.F.R. §§ 102.9(a), 104.3(a), 103.2
Internal Reports Checked: MUR Index

STATEMENT OF THE CASE

Complainant Independent Democrats for LaRouche (hereinafter

23009

IDL) is the principal authorized campaign committee for Mr.
Lyndon H. LaRouche's candidacy for president in the 1984 general

election. In that sense, it is a successor organization to
complainant The LaRouche Campaign (hereinafter TLC), which was
the principal authorized campaign committee for Mr. LaRouche's

drive for 'he 1984 Democratic Presidential nomination. Since the

850974905

two committees are thus intertelate&, and because both complaints
raise identical allegations against identical ResponQents, the
two MUR's are herein considered 1n.concert.

Both Committees maintained campaign depositories in the
First Fidelity Bank of New Jersey (hereinafter the "Bank"). The
complainants allege that the Bank and its Chairman and CEO

(Robert Ferguson) violated the Federal Election Campaign Act
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(hereinafter the "Act") in that they did the following:

1. Terminated both committees' respective checking

accounts;

2. Terminated without prior notice the committees' ability

to accept and deposit contributions by credit card;

3. Removed the funds already deposited in the respective
accounts ($170,000 in the IDL account, $30,000 in the TLC
account) and placed them in escrow as a reserve against
anticipated chargebacks by credit card contributors; and

4. failed to provide IDL and TLC with account memoranda
identifying individuals who charged back their credit card
contributions to the committees.

IDL has further alleged that the Bank improperly refused to
process $112,650 in deposits to its account.

The complainants argue that the actions just outlined
involve violations of the Act on four grounds. The first two of
these legal arguments, as outlined below, are raised by both
complainants; the third and fourth are raised by IDL alone:

% The Bank's refusal to release debt memoranda concerning
contributor chargebacks impedes the campaign committees' efforts
to report information concerning contributions in violation of
2 U.S.C. §§ 432(c) and 434(b) and 11 C.F.R. §§ 102.9(a) and
104.3(2);

2 The Bank's action deprived the committees of a
depository, making it impossible to meet the demands of

creditors;
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3l The Bank's refusal to permit access to the funds on
deposit forced IDL to cancel a planned election eve broadcast on

CBS, thereby causing possible contractual liability to the

.network. IDL regards the Bank's action as equivalent to an

illegal independent expenditure against a particular candidate by
the Bank in the amount of $236,484 (the cost of the broadcast);

4. The Bank has put IDL in the position of having no
depository; every political committee is required under the Act
to maintain such a depository. 2 0U.S.C. § 432(h)(1). IDL
concludes therefore that the Bank has violated that statute.

A review of the statutes upon which complainants rely makes
plain that these laws impose duties on political committees and
their treasurers, and on no other party. Thus, the Act obliges
such committees to maintain depositories, to keep records of
contributions and expenditures, and to report specified
information based on those records to the Federal Election
Commission. In no instance does the Act oblige any bank or other
institution to cooperate with any political committee in

complying with these requirements.

The complainants, to be sute,‘may have an action at law

against the Bank for breach of contract or on some other grounds.
But the FEC can not provide a proper forum for such a suit.

While this agency in due course may wish to examine the records
now in the possession of the Bank, it would be premature at this
point to infer any violation of the Act from the Bank's

reluctance to disclose the contents of those records.
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There remains to consider one further possible violation of
the Act. 1IDL itself asserts that it is without a depository.
Were that assertion accurate, IDL (and possibly TLC as well)

would be in violation of 2 U.S.C. § 432(h) (1). Subsequent to the

filing of the present complaints, however, the Hon. Harry A.
Margolis, Judge of the Superior Court of New Jersey, Chancery
Division: Essex County, ordered the Bank to credit the accounts
of TLC and iDL. Although Judge Margolis enjoined any withdrawals
or drafts on these accounts without Court order, complainants
would appear at 1east to have campaign depositories, even if they
lack free access to the funds deposited therein. Consequently,

there is no reason to believe any party ‘has violated the Act in

this case.




4051231

F
)

s Ao it s e e R, o A T I O DA i T \-;rn.‘ o0 544
e a1 T g1 RO G gk et il
S I R R el (= B
W

oerior court oF NEW m!mr G"Cc#é 8570

CHANCERY DIVISION 84 nEc s “8 5.

338 HALL OF RECORDS
NEWARK, NEW JERSEY 07102
(301) @31-8134

November 30, 1984

Charles Snyder, Esq.

Office of General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: First Fidelity Bank, N.A. et al v.
The La Rouche Campaign et als
Docket No. C-4791-84E
Dear Sir:

As per your recent request, enclosed is
a copy of the Order in the above matter.

Very truly yo sj

MARGOLIS




2 31

8 50405

HANNOCH, WEISMAN, STERN, BESSER, BERKOWITZ & KINNEY

| A PROFESSIONAL CORPORATION

744 BROAD STREET
NEWARK, NEW JERSEY 07102

| (2011 621-0800

ATTORNEYS FOR plaintiff

SUPERIOR COURT OF NEW JERSEY
CHANCERY DIVISION: ESSEX COUNTY
DOCKET NO.

FIRST FIDELITY BANK N.A.,

| NEW JERSEY,

Plaintiffs,
-vg= Civil Action

THE LAROUCHE CAMPAIGN; ORDER FOR RESTRAINTS
INDEPENDENT DEMOCRATS FOR INCORPORATING SUMMONS
LAROUCHE; CITIZENS FOR LAROUCHE, :

INC.; LYDON H. LAROUCHE, INC.;

GERALD ROSE; DEBRA FREEMAN;

PATRICIA SALISBURY; MEL

KLENETSKY; RICHARD E. WEICH,

Defendants.

o M. /%, ,,‘f/
This matter having been presented to the cour%qby /Jﬂ

Hannoch,Weisman,Stern,Besser ,Berkowitz & Kinney, P.A., attorneys
for plaintiff, in the presence of Joel J. Reinfeld, Esq., attorney
for defendants The LaRouche Campaign, Independent Democrats for

LaRouche and Gé;ZEd Rose, and the court having reviewed the

verified complaint and other pleadings and papers of record,
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and for good cause shown;

IT IS this /7 ~ day of November, 1984

ORDERED NUNC PRO TUNC as of November 16, 1984,
as follows:

1. The defendants, and each of them, and all of their
agents, representatives and employees, shall be and hereby are :
restrained and enjoined from publishing, distributing or
disseminating in any manner or from any location the written
materials annexed to this order as Exhibits A and B.

2. Plaintiff shall credit the accounts heretofore
maintained in the names of defendants The LaRouche Campaign and
Independent Democrats for LaRouche, the sums of $30,000 and
$170,000 respectively. No withdrawals from said accounts shall
be made, and no checks shall be drawn thereon, without further
order of the court.

3. Plaintiff shall be and hereby is granted leave to
take immediate depositions of iny party or witness, upon seven

days notice.

4. Any party may move to vacate or modify this order

upon two days notice to adverse counsel.
S. A copy of this order, the verified complaint, and
the other papers submitted by plaintiff shall be served upon each

defendant or their counsel, by personal service within two days




of the date hereof, and in addition, by certified mail, xctuf&

receipt requested, postmarked within two (2) days of the date
hereof. Pursuant to 3.454-3. any employee or designee of
plaintiff's counsel shall be authorized to effect such personal
service.

6. This order shall . constitute the summons in this
matter.

7. Each defendant shall serve a copy of its answer
to the complaint upon plaintiff’'s attorneys,whose address appears
above, and shall file an original and a copy of its answer with
the Clerk of the Superior Court of New Jersey, CN 971, Trenton,
New Jersey 08625, in accordance with the Rules of Court, within
twenty (20) days after service of the compliint and this order,
exclusive of the date of service; if any defendant fails to so
file and serve, judgments by default may be rendered against it
for the relief demanded in the complaint.

An individual who is unable to obtain an attorney
may communicate with the New Jersey State Bar Association by
calling toll free 800-792-8315 (within New Jersey) or 609-394-110?
(fron out of state). You may also communicate with a Lawyer

Referral Service or, if you cannot afford to pay an attorney,
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call a Legal Service Office. The phone numbers for the county in

which this action is pending are 201-488-0044. Legal Serxvices
Offices 201-487-2166. Persons who reside in New Jersey may also

call their county Lawyer Referral Service of Legal Service
Office.

J.s.c.

We hereby consent to the
form of the foregoing
“Order For Restraints
Incorporating Summons"

HANNOCH,WEISMAN,STERN ,BESSER, ..
ITZ & Al

Robert C.
Attorneys for Plaintiff

Joel J. Reinfeld
Attorney for Defendants
The LaRouche Campaign,
Independent Democrats
for LaRouche and
Gerald Rose.
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MaJ or New J ersey Bank™
Caught In Grand Larceny.
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the First National State Bank of New Jersey, of $50 Broad Street in Newark,
removed $170,000 from the account of Independent Democrats for LaRouche
(IDL). It was not until Monday, Nov. S that the bank admitted that it had hand
deﬂndthemmtmdhdwuhefmdsinummmoﬂam
chooun;.tobeuseduthebmk'sdhamq“h 1S e

The only accurate ducr‘lption 'onmm actions is mnd

Look at the facts. . (S

D Thursday, Nov. l-Sl?OMbalmeenponedmdnlDLm

2) 9a.m. Friday, Nov. 2—representatives of IDL come to bank tocertify
check for CBS to pay for scheduled Nov. Shdf-hwawtdevﬁu :
broddcast by Lyndon LaRouche. ;

J) lOn.m.-lDLunoﬁuallymfomedbyMt.Albnmmemh
charge of the account, that the $170,000 was not there and the account balance
was $10,000. HeunuuaedlDLrepmenunvawspakmththehnk’schief
counsel, Harold Mortimer.

lylo'aoam.-mmeanedhnkandmmfamed.me
timer is not here.” When IDL attorney asked for someone in charge of the ac-
count, he was informed, “No one in charge of that account is here today.”

$) 11:00 a.m. —Two representatives from IDL walk into Mr. Mortimer’s
oﬁcnndﬁndhunsamn;nthedesk.ﬂnmndhehadnoknwledpoﬂhe.
matter of the IDL account. - -

G)Sp.m.—lDLreeewesatdegnm—uhounahathetheﬁ-wthe '
effect that the bank has decided to “close the account.”

It was not until 10:30 on Monday, Nov. $, after a court order issued by
Judge Marilyn Loftus, that the bank not only informed IDL that it had closed
the account, but that $170,000 had been seized and put into an escrow account
to be used by the bank at its own discretion. -

o lfsomeomonabmhldukenyownlleundpludedbefonamdpu
dwymmdy'hand—debamrmmmfunfekmmw
in this country would call it by its rightful name —robbery. -
- If a bank “hand-debits” $170,000 from the political contributors of
Lyndon LaRouche, and calls it “prudent banking practices,” webdievedm Py
. most)ndpwilla!soanitbymmm-robbcy Ry S YA ST T )
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Tuesday, Nov. 13, three actions will be taken. " °: A
criminal violations under Title 18 of the federal code °
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be initiated on the bank’s violation of its contract ° .
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will be issued o the First National State Bank of New
eriminal elements opposing the “war cn drugs™ policy of
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RGUSON, Jr.

President and Chief Executive Officer
First National State Bank of New Jersey

Eyes: Blue Hair: Gray Age: 62

FOR GRAND LARCENY

Theft of $170,000 in campaign funds
from Independent Democrats for LaRouche.

Between the hours of 5 p.m. Thursday, Nov. 1 and 9 a.m. Friday, Nov. 2, the First :
National State Bank of New Jersey, of 550 Street in Newark, removed $170,000 from =
the account of Independent Democrats for . The money had been intended s .
payment for a nationwide CBS-TV broadcast by independent presidential candidate Lyndon °
H. LaRouche. The payment was due that day. it was not until Monday, Nov. 5 that thebank % -
informed the campaign that it had closed the account and that the $170,000 had been seized &
and put into an escrow account to be used by the bank at its own discretion.

The only accurate description of these outrageous actions is (mm? larceny.

For further information, call: (201) 429-497

Avthersrd ond pact e b indegradow Innurosts b Lolkusrie toveld e tvargess @
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2046)

November 29, 1984

Edward Spannaus
Treasurer

The LaRouche Campaign
P.O Box 2150, GPO }
New York, New York 1011

Dear Mr. Spannaus:

This letter is to acknowledge receipt of your complaint
which we received on November 19, 1984, against Pirst Fidelity
Bank NA of New Jersey and Robert R. Ferguson, which alleges
violations of the Federal Election Campaign laws. A staff member
has been assigned to analyze your allegations. The respondent
will be notified of this complaint within five days.

You will be notified as soon as the Commission takes final
action on your complaint. Should you have or receive any
additional information in this matter, please forward it to this
office. We suggest that this information be sworn to in the same
manner as your original complaint. For your information, we have
attached a brief description of the Commission's procedure for
handling complaints. If you have any questions, please contact
Barbara A. Johnson at (202) 523-4143.

Sincereiy,

enneth A. Gross
Associate Genera) Counsel

Enclosure




FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

November 29, 1984

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert R. Ferguson
Chairman and Chief Executive
Officer
First Fidelity Bank NA of New Jersey
S50 Broad Street
Newark, New Jersey 07192

Re: MUR 1853

2

Dear Mr. Ferguson:.

This letter is to notify you that on November 19, 1984 the
Federal Election Commission received a complaint which alleges
that First Fidelity Bank NA of New Jersey and you, as chairman
and chief executive officer may have violated certain sections of
the Federal Election Campaign Act of 1971, as amended ("the
Act").. A copy of the complaint is enclosed. We have numbered this
matter MUR 1853. Please refer to this number in all future
correspondence. :

Under the Act, you have the opportunity to demonstrate, in
writing, that no action should be taken against FPirst Fidelity
Bank NA of New Jersey and you, as chairman and chief executive
officer in connection with this matter. Your response must be
submitted within 15 days of receipt of this letter. If no
response is received within 15 days, the Commission may take
further action based on the available information.
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Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter.
Where appropriate, statements should be submitted under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a) (4) (B) and § 437g(a) (12) (A) unless you notify the
Commission in writing that you wish the matter to be made public.

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.




If you have any questions, please contact Charles Snyder,
the attorney assigned to this matter at (202) szs»csoo. For your
information, we have attached a brief description of the

Commission's procedure for handling complaints.

Sincerely,

Charles N. Steele
General Counsel

ehneth A. Gross
Associate Gener

Enclosures
1. Complaint
2. Procedures

3. Designation of Counsel Statement
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Date NRecelved November 19, 1984

-

I. . .
COMPLATNANY Edvard Spannaus ahd The LaRouche Campaign

-
[}

WESPONDENT First Fidelity Bank of New Jersey and

Robert rerguson

TRACK ALLGTCHRED

1
CLHAL REVLIEW DY hA.G.C, G.C.

STArE ASSICHED

DATE 11/']; IQJN l

: x U . / < 1
DUE DATE OF FIRST G.C. REPORT VZ‘QW:Q : L
. o ! . J
: |
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. Slgnature of G.C. "
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Please return to Docket after asalgnment.
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Mel Klenetsky
National Campaign Director
Edward Spannaus

Treasurer

P.O. Box 2150, GPO, New York, N.Y. 10116, (212) 247-8820

November 16, 1984

Charles N. Steele

General Counsel f71L4F2
Federal Election Commission

1325 K Street NW }953 :
washington, DC 20463

T
e T

Mr. Steele: ;

This constitutes formal complaints against Fidelity B&fik*
NA of New Jersey (°"Fidelity®") and officers of the bank as
identified below for violations of the Federal Election
Campaign Act. Fidelity has been the principal depository for
The LaRouche Campaign ("the committee®). On November 2, 1984
the bank unilaterally terminated the committee's business
checking account and its merchant agreement for the deposit of
credit card contributions. At the same time $30,000 of
committee funds were sequestered to an escrow account for the
ostensible purpose of establishing a reserve against
contributor chargebacks.

‘
e~

Since the termination of its contracts with The LaRouche
Campaign, the bank has refused to provicde the comnmittee with
any documentation pertaining to activity on the account. Such
documentation includes identification of individuals whose
contributions have been charged back (debjted to the account),
and the amounts of such chargebacks. At the committee's last
meeting with the bank on November 5, 1984, such debit memoranda
were shown to the committee but then withheld by the bank, and
have not been provided since.
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Since the committee cannot report the relevant contributor
transactions without these bank memoranda (transactions which
would be itemized as negative items on Schedule A for Lines l7a
anc 19b, and as adjusted year-to-date aggregates on both these
schedules), the committee's Reports of Receipts and
Expenditures could be materially in error starting with the
November 20, 1984 report. This represents a violation of 2
U.S.C. 432(c) and 434(b), and 11 C.F.R. 102.9(a) and 104.3(a),
respecting both the maintenance of recorcs anc the reporting of
those transactions. As well, the committee is also unable to
maintain proper documentation for these transactions.

As a second cause of complaint, the bank's termination of
the committee's account without notification and its
sequestration of $30,000 in committee Geposits has severely
undercut the committee's ability to retire campaign debt, both
from the loss of funds, and from the camage done to the
committee's fundraising capabilities for lack of a merchant
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agreement enabling the raising of contributions by credit

card. As is well known to the PEC Audit Division, this mode of
fundraising has represented a significant share of the
committee's overall fundraising program.

Such debt consists primarily of obligations to individual
lenders, several of whom have already lodged complaints with
the Pederal Election Commission in respect of alleged arrears
on their loans; and of which complaints, several have already
resulted in Matters Under Review having been initiated by the
Commission directed to The LaRouche Campaign. The bank's
actions have gseverely jeopardized the committee's ability to
retire these campaign debts in a timely fashion; and through
the disruptions caused by the complaints of the lenders whose
debts thus cannot be paid, these bank actions also create
further interference with normal committee functioning.

I therefore request that your office open an investigation
into the actions of the bank, for violations of the statutes
and regulations identified above. This complaint is to be
understood as filed against both of the following entities or
individuals:

First Fidelity Bank NA of New Jersey
550 Broac Street
Newark, NJ 07192

Robert R. Ferguson

Chairman and Chief Executive Officer
First Fidelity Bank NA of New Jersey
550 Broad Street

Newark, NJ 07192

I will expect notification of your opening a Matter Under
Review to be mailed to both us and the respondents within five
days of receipt of this complaint.

I swear that the facts described herein are true and

complete to the best of my knowledge.

Edward Spannaus
Treasurer

Sworn to before me this
l6th day of November, 1984.

| STATE of NE€w Yort

o 4738 778
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FEDERAL ELECTION COMMISSION

1325 K SIRELT NW
WASIINGTON,DC. 20463

THIS IS THE BEGIHAING OF MUR #_M_~

Date Filmed é‘éﬁ‘ /£4& camera No. --- j
Cameraman g S




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Docket
Additional material to be microfilmed

mhavereceivedﬁmeattadredadditionalmterialtobead&dwﬂle
closed MR file: :

MUR 1854
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FEDERAL ELECTION COMMISSION

1325 N SIREET W,
WASHINCTON.D C. 20463

THE FOLLOWING MATERIAL IS BEING ADDED T0 THE
PUBLIC FILE OF CLOSED MR [35‘/ .
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

February 21, 1985

‘na;old E. Mortimer

Senior Vice President and General Counsel
First National State Bancorporation

550 Broad Street

Newark, New Jersey 07101

Re: MUR 1854
First Pidelity Bank, N.A.,
New Jersey

Dear Mr. Mortimer:

: With reference to your letter of February 6, 1985,

requesting copies of communications sent by this Office to Edward
Spannaus and Gerald Rose, please be advised that these letters
will not become part of the public record until Pebruary 28,

1985. At that time, you may obtain copies of the letters from the
Public Disclosure Division of the Federal Election Commission or,
if you prefer, renew your request to this Office and we will be
glad to accommodate you.

Sincerely,

Association Ge éral Counsel




February 6, 1985

Kenneth A. Gross

Associate General Counsel
Federal Election Commission
Washington D.C. 20463

Re: MUR 1854
First Fidelity Bank, N.A., New Jersey

Dear Mr. Gross:

By your letter of January 29, 1985 to Robert R. Ferguson, Jr.,
you indicated the case was closed. Your memorandum also
indicated that responses would be sent to Edward Spannaus and
Gerald Rose. If it is possible, I would appreciate copies of
those communications.

Thank you.

Sincerely,

~
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V/Harold E. Mortimer
Senior V.P. & Gen. Caunsel




""7’:' FEDERAL ELECTION COMMISSION
‘ sii s" VWWHNCRNmQS.XM63

..s ' April 12, 1985

Stephen J. Antal, Esquire

‘Assistant Vice President and
Counsel

First National State Bancorporation

550 Broad Street

Newark, New Jersey 07192

MUR 1854

First Fidelity Bank,
N.A., New Jersey

Dear Mr. Antal:

In response to your letter of March 29, 1985, please
find enclosed copies of letters that this office sent to
Edward Spannaus and Gerald Rose.

Sincerely,

Assoc1ate Genéral Counsel

Enclosures
Letters
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FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

January 29, 1985

Gerald Rose

Independent Democrats for

- LaRouche

P.O. Box 859 - Radio City Station
New York, New York 10101 ' '

Re: MUR 1854--

Dear Mr. Rose: o _—

The Federal Election Commission has reviewed the allegations
of your complaint dated November 16, 1984, and denominated MUR
1854. On January 24, 1985, the Commission voted to merge MUR
1853, a matter involving similar allegations, with MUR 1854.

Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as
amended ("the Act") has been committed. Accordingly, the
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.
See 2 U.S.C. § 437g(a) (8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a)(l) and 11 C.F.R. § 111.4.

Sincerely,

Charles N. Steele
General Counsel

Kenneth A. GrOs
Associate Géneral Counsel

Enclosure
General Counsel's Report
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FEDERAL ELECTION COMMISSION
WASHINCTON,D.C. 20463 :

January 29, 1985

Bdward Spannaus

The LaRouche Campaign .
P.0O. Box 2150, GPO
New York, New York 10116

Re: MUR 1854

Dear Mr. Spannaus:

The Federal Election Commission has reviewed the allegations
of your complaint dated November 16, 1984, and denominated MUR
1853. On January-24, 1985, the Commission voted to merge MUR
1853, a2 matter involving similar allegations, with MUR 1854.
Also on that date, the Commission determined that on the basis of
the information provided in your complaint and information
provided by the Respondents there is no reason to believe that a
violation of the Federal Election Campaign Act of 1971, as
amended ("the Act") has been committed. Accordingly, the ]
Commission has decided to close the file in this matter. The
Federal Election Campaign Act allows a complainant to seek
judicial review of the Commission's dismissal of this action.
See 2 U.S.C. § 437g(a) (8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437g(a) (1) and 11 C.F.R. § 11l1l.4.

Sincerely,

Charles N, Steele
Geperal Counsel

Kenneth A.
Associate General Counsel

Enclosure .
General Counsel's Report
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March 29, 1985
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Kenneth A. Gross, Esq,
Associate General Counsel
federal Election Commission
washington, D.C. 20463
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Re: MUR 1854
First Fidelity Bank, N.A., New Jersey

Dear Yr. Gross:

I refer to your letter of February 6, 1985 to Harold E.
ortimer concerning his request for copies of certain re-
sponse letters sent to Edward Spannaus and Gerald Rose in
connection with the referenced matter.

-

You indicated in your February 6 correspondence that
said letters would become part of the public record after
Tebruary 28, 1¢85. In connection therewith I renew our
recuest for copies of the letters. Would you be good enough
to send them to my attention at the above address.

Thank you.
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Very truly yours,

*(LJ L’Y

Stephen J. Antal
SJA:sdf
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Kenneth A. Gross, Esq.
Associate General Counsel
Federal Election Commission
Washington, D.C. 20463
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Re: MUR 1854
Pirst Fidelity Bank, N.A., New Jersey

Dear Mr. Gross:

I refer to your letter of PFebruary 6, 1985 to Harold E.
Mortimer concerning his request for copies of certain re-
sponse letters sent to Edward Spannaus and Gerald Rose in
connection with the referenced matter.

You indicated in your February 6 correspondence that
said letters would become part of the public record after
February 28, 1985. In connection therewith I renew our
request for copies of the letters. Would you be good enough
to send them to my attention at the above address.

Thank you.
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Very truly yours,

Stephén J. Antal

SJA:sdf




First National State Bancorporation
Newark, New Jersey 07192
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Kenneth A. Gross, Esq.
Associate General Counsel
Federal Election Commission
Washington, D.C. 20463

~
[+ o)
N
1o]

50405




8\  FEDERAL ELECTION COMMISSION

1325 X STREET N W,
WASHINGTON.D.C. 20463

’

DD 0F ATDTRIONL MAERLL TR cioso v /69 .

&)
~N

~
wn
Ln

=)
<
c
Ln
@













FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20463

THE FOLLOWING MATERIAL IS BEING ADDED TO THE

PUBLIC FILE OF CLOSED MUR /553[2&3-‘/.
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Mel Klenetsky
National Campaign Director

Edward Spannaus
Treasurer

May 29, 1986

Mr. Gross

Federal Election Commission
999 E Street

Washington, DC 20463

Dear Mr. Gross:

In reviewling my file on MUR 1854 which the Commission closed out
by a vote on January 24, 1985, I noted that a response from the
respondents was not attached to the General Counsel's Report.
Such a response 1s i1temized at the end of that report but was
not forwarded to me.

Please, forward a copy of the respondents response 1mmediately.

Thank you for your attention to this matter,

Sincerely,

oo B

Edward Spannaus
Treasurer

rds
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Mr . Gross
Federal Llection Commission
G99 E S St N

Wwashington, DC 20463
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LaRouche

P.O. Box 17707,
Washington, D.C. 20041-0707

May 29, 1986

Mr. Gross
Federal Election Commission
999 E Street

Washington, DC 20463
Dear Mr. Gross:

In reviewing my file on MUR 1853/1854 which the Commission
closed out by a vote on January 24, 1985, I noted that a
respornise from the respondents was not attached to the General
Counsel's Report. Such a response 1s itemized at the end of
that report but was not forwarded to me,.

Please, forward a copy of the resporndents response immediately,

Thank you for your attention to this matter.

Sincerely,

el

Gerald Rose
Treasurer

rds
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