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FEDERAL ELECTION COMMISSION
! -WASHINGTON. D.C. 20463

0ctcber 4,l95

H Og oott, t squire
0.ate, Hall. - Stewartft nahe ",too

Sta te Street
Boston, Massachusetts 02109

Re: MUR 1998
Mutual Bank
Keith Willoughby

Dear Mr. Scott:

On May 8, 1985, the Commission found reason to believe that
your clients had violated 2 U.S.C. S 441b(b) (3) (C), a provision
of the Federal Election Campaign Act of 1971, as amended ("the
Act") in connection with the above referenced MUR. However,
after considering the circumstances of this matter, on September
10, 1985, the Commission determined to take no further action and
close its file.

The file in this matter will be made part of the public
record within 30 days. Should you wish to submit any materials
to appear on the public record, please do so within 10 days.

If you have any questions, please direct them to George
Demougeot, the staff member assigned to this matter at (202) 523-
4000.

Sincerely,

Charles N. Steele
GeneralC s

By:&Keen A0 oh
Associate neral Counsel



F D ERAL ELECTIdN COMMISSION
WASHINGTON, 6DC; a2"
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Re:1bo 2UR 19,48L

'silo Oof~lUgb

De Wrh Scott eqtr

Stt
00 tN, t4sshusetts 02109

Re: MUR 1998
mutual Bank,
Keith G, ;Willoulghby

Dear Mr, Scott:

On May 8, 1985, the Commission found reason to believe.thatYour clients had violated 2 U.S.C. S 441b(b) (3) (C), a-provisiof the Federal Election Campaign Act of 1971, as mondod J (C'theAc) in connection with the above referenced MUR.a oweveroafter considering the circumstances of this matter, on1985, the Commission determined to take no further action and
close its file.

The file in this matter will be made part of the publicrecord within 30 days. Should you wish to submit any materialsto appear on the public record, please do so within 10 days.

If you have any questions, please direct them to GeorgeDemougeot, the staff member assigned to this matter at (202) 523-4000.

S rly

John W. McGarry
Chairman
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AWS~ Augh Scott, Esquir
C at6, Ha & Stewat

$3 State Street
Bowton, Massachusetts 02109

Re: MUR 1998
Mutual Bank
Keith G. Willoughby

Dear Mr. Scott:

On May 8, 1985, the Commission found reason to believe that
your clients had violated 2 U.S.C. S 441b(b) (3) (C), a provision
of the Federal Election Campaign Act of 1971, as amend ("the
Act") in connection with the above referenced MUR. However,
after considering the circumstances of this matter, on
1985, the Commission determined to take no further action and
close its file.

The file in this matter will be made part of the public
record within 30 days. Should you wish to submit any materials
to appear on the public record, please do so within 10 days.

If you have a~y questions, please direct them to George
Demougeot, the staff member assigned to this matter at (202) 523-
4000.

Sincerely,



BEFORE

In h,. t latter of )

:tIIRl. bank)
%it G.Willoughby)

THE FEDERAL ELECTION*CO ISS

XUR 1998

'K -

CERTIFICATION

1, Marjorie W. Emmons, recording secretary for the-

Federal Election Commission executive session of Septeiber10,,

1985, do hereby certify that the Commission decided by a wte

of 4-2 to take the following actions in MUR 1998:

1. Take no further action against Mutual Bank
and Keith G. Willoughby, as President of
Mutual Bnk.

2. Approve the letter attached to the General
Counsel's report dated August 29, 1985.

3. CLOSE THE FILE.

Commissioners Aikens, Elliott, Josefiak, and McGarry

voted affirmatively for the decision; Commissioners Harris

and McDonald dissented.

Attest:

9-/o -2~5
Marjorie W. Emnons

Secretary of the Commission

0

In

i,

uIn

0

Date

!!:i.: , :!.'
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Office of the Commission Secretary

Office of General Counsel 4

August 29, 1985

MUR 1998 - General Counsel' s e2ort

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session
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below)
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In the.Matter of)

Mutual Bank ) NR 1998
Keith 0. Willoughby )

This matter is based on separate referrals from the P'ederta

Home Loan Bank Board ("FHLBB") and the Department of Justioe., On

May 8, 1985, the Commission found reason to believe that MUtual

Bank and Keith G. Willoughby, as President of Mutual Bank,

violated 2 U.S.C. S 441b(b) (3) (C), by failing to inform employees

of Mutual Bank of their right to refuse to contribute to a

solicitation without fear of reprisal. The violation centered on

a memorandum issued by Mr. Willoughby on October 26, 1984, to

"All Officers of Mutual Bank" concerning their "unacceptable"

response to a prior appeal to contribute to Massachusetts Thrift

PAC and Thrift PAC. The memorandum stated, in part, that

"[ejvery single officer of this institution should --must--

consider it a part of his or her position to contribute to

Massachusetts Thriftpac and Thriftpac." A total of $281.50 was

contributed by Mutual Bank employees after the October 26

memorandum.

On March 11, 1985, a plea agreement was filed in the U.S.

District Court for the District of Massachusetts in which Mutual

Bank admitted a criminal violation of 2 U.S.C.

S 441b(b) (3) (C). (Attachment I) On March 29, Mutual Bank paid a

$25,000 fine, the maximum fine for this violation. We note that

Keith G. Willoughby, Chairman of the Board, signed this agreement
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along with counsel on behalf of Mutual Rank.

In response to the Commission's reason to believe fiuid lnd4

-espondents request that the Commission take no further act i~. 4n

thismatter. (Attachment II) Further, should the Comaisiolto.,

decide to pursue this matter, the Respondents request to enter

into pre-probable cause conciliation. (Attachment III)

FACTUAL AND AL AILYSIS

2 U.S.C. S 441b(b)(3) (C) prohibits any person soliciting an

employee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contribute without any reprisal.00'
I In response to the Commission's reason to believe

determination, Respondents acknowledge a violation of 2 U.S.C.

n S 441b(b)(3)(C), but request that the Commission, given the prior

Ln criminal disposition of this matter, take no further action.

0 Respondents state that Mr. Willoughby did not intend that the

October 26 memorandum be coercive and, further, that Mr.
0)

Willoughby was unaware of the requirement of 2 U.S.C.

00 S 441b(b)(3)(C). Respondents point out that October 26 appeal

was not very coercive as a practical matter considering that it

only raised an additional $281.51. */ However, Respondents go on

to acknowledge that the October 26 memorandum clearly did not

advise the Bank employees of their right to decline to contribute

without any reprisal as required.

!/ Respondents suggest that the insertion of the word "must"
into the offending passage was simply a "stylistic flourish to
emphasize the word 'should' and was not intended to alter the
precatory or exhortative notion of 'should' into a mandate."



-3-

hl e +' we do not agree with the asserti+ t+ t1+

00156ntially characterizing the violation s, benign, ~4@ e$0
-htte iaion has been redressed. "Mta Ru* J

a kA I4 d a 4*criminal violation of 2 .SJ
paid the maximm fine for such a violation. Fo. t.

the Office of General Counsel recommends thatt tthe Co$ o ftke

no further action in this matter.

1. Take no further action against Mutual Bank and RelithG.

Willoughby, as President of Mutual Bank.

2. Approve the attached letter.

3. Close the file.

LI) DateChreN.Sel

17 ~By: 7iIM

C, Associate General Co siel

LI) Attachments

0o I . Plea Agreement
Ii. Letter from Respondent dated 5/24/85
III. Letter from Respondent dated 6/18/85
IV. Proposed letter



Kg,'UUITDD STATES DISTRICT CoURT

DISTRICT OF vASSACIUS TTS,

UNITED STATES OF AMECRICA
CRIMINAL NO.

)o VIOLATIONS;
)2 U.SoC. 14'b~)3)~

MUTUAL BANK, fsb 2 U.S 54379(.)

I N FORMATI ON

The United States Attorney charges as follows:

At all times material hereto:

1. The MUTUAL BANK fsb, defendant herein, was a banking

institution organized under the banking laws of the Commonwealth

of Massachusetts and chartered by the Federal Home Loan Bank

Board.

2. Keith Willoughby was the Chairman of the Board and the

President of the defendant MUTUAL BANK.

3. Federal law prohibited corporations, including MUTUAL

BANK, from making political contributions. However, it did

allow, under certain conditions, the solicitation of individual

employees for voluntary contributions to political action

committees.

4. The National Council of Savings Institutions (NCSI) was

a trade association, the membership of which consisted of banking
I

institutions throughout the United States. The purpose of NCSI

was to promote the interests of the thrift industry, and to

influence the nomination and election of candidates for elective

office whose views were favorable to the thrift industry.



5. "Thriftpace was a Political action cIi 'Itt o u Ir

pursuant to 2 U.s~c. S5432 and 433, Federal Election campasi 'At

MC(1'A), and affiliated with NCSI pursuant to 2 UoS.C. S44iit )(4)

AIC, to solicit voluntary contributions from the Ie*eutiv *)
administrative personnel of member banks, and to roeontibt b4 the

funds thus raised to influence the nomination and election, o

candidates for various federal offices.

6. On or about May 10, 1984, the defendant MUTUAL BANK,

acting through its officer and agent Keith Willoughby, authorized

Thriftpac to solicit voluntary political contributions from the

executive and administrative personnel of the said MUTUAL BANK,

pursuant to 2 U.S.C. S44lb(b)(4)(D), FECA.

7. On or about August 15, 1984, an internal Bank Memorandum

was sent to "All Officers" soliciting contributions to Thriftpac.
8. On or about October 26, 1984, Willoughby sent another

Memorandum to "All Officers of Mutual Bank." This memorandum
C0

referred to the August memorandum, and then stated that the Bank's

o officers had failed to reach the Thriftpac "goal." The October
Ln memorandum then stated, "Even worse, only nineteen of the fifty-nine
00 officers in the bank have contributed. That is unacceptable. Go*

you should, as officers of this bank, all support the PAC's. Every

single officer of this ins'titution should -- must -- consider/ it a

part of his or her positibn to contribute to both Mass. Thriftpac

and Thriftpac. Please send your checks, not later than next Friday,

to [the Bank's Thriftpac Coordinator] to be forwarded."



9. The violations of the FC described herein invo;10

making and receipt of contributions which aggregated in 0 WI ,f

$250.00 during the-calendar year of 1j84.

20. On or about October 26, 1964, at boston and withi, the'.

District of Massachusetts, the defendant,

MUTUAL BANK,

acting through its officer, agent and employee Keith Willoughby,

knowingly and willfully solicited contributions to Thriftpac from

employees of the aforesaid MUTUAL BANK, without informing said

employees, at the time of the solicitation, of their right to
refuse to make the contribution thus solicited without fear of

Do any reprisal.

All in violation of Title 2, United States Code, Section

441b(b)(3)(C) and Title 2, United States Code, Section 437g(d)o
LI)

WILLIAM F. WELD
United States Attorney

t0

DANIEL I. SMALL
Assistant U.S. Attorney

0 eI
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UNITED STATES DXMIC,
0D15"ICT OF 14A5SACUH

U1*4D 8''t E$ O .F AmZRXCA

V.

w~T
~5ZWTS

CRIMINAL NO.

MUTUAL BANK, fsb

NOTICE OF PLEA ?GREREMNT

Pursuant to Fed. R. Crim. P. ll(e)(2), the parties

hereby give the Court notice of a plea agreerent in this

case, which agreement is attached hereto.

For the United States of America,

DANIEL I. SMALL
Assistant U.S. Attorney

For the defendant,

Counsel for Mutual Bank, fsb

LLL4VL

0~

S

w

I it dw0-0---w'-
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Amos Hugh Scott, Esq,
Choate, Hall & 'Stewart
Exchange Place
53 State qtreet
Boston, MA 02109

Dear Mr. Scott:

T am writing to confirm our agreement of today
concerning matters pertaining to Mutual Sank, fsb,.

The United States, by and through its undersigned
attorneys, and Mutual Bank, fib, by and through its
undersigned attorney and Chairman of the board of Directors,
hereby enter into the following agreements:

(1) Mutual Bank, fib, agrees to plead guilty to a one
count Information (copy attached) charging'it with violation
of TPitle 2 U.S.C. SS44lb(b)C3)(C) and 4379(d),

(2) The United States agrees to recommend to the
sentencing judge a $17,000 fine as the appropriate sentence
against Mutual Bank on this matter.

(3) The United States agrees to bring no criminal
charges, other than the present Information, against Mutual
Bank or its trustees, officers, employees and agents on
account of any violations of Title 2 of the United States
Code regarding the solicitation of contributions for bank
industry political action~tommittees, or based upon any*
matter which was the subject of the investigation leading to
the present Information, 'all through the date of this
agreement.

(4) The United States Attorney views the disposition
contained-in this letter as constituting a full and
appropriate settlement of all aspects of the matter which is
the subject of this Information,



The ~ the entoe Opa~nt*!s ll jAoEili )able-ents.'.ts, *Id no"rants vit,~ g hese ilagreed to in vrititng.

Agreed to for Mutual Bank, fsb:

Dat e: A

Date:

Z. I'
K G ,W oughy
Chairman of the go ~d ad
Prf ident 1

Am" s HghMq -q tt-
Counsel for Mutual Bank, fib

-' - .il

L. ow, LD

United states orf , ;..

DA NIrL Io qHAL -,,
Assistant U.S. kt't~i r



CHOTh &$L ~STE ~AT

~53 STAVE STIWXT ~~41)~

TZLEPHIQ' (917) WJI7-5OQO

ItRLzCOI'2* (Al) 977-Iom

C)2

May 24, 1985 I.

John Warren M.IcGarry, Chairman
Federal Electicn Commission
Washington, D.C. ,20463

Re: Matter Concerning Mutual Bank, MUR 1998

Dear Sir:

This law firm represents Mutual Dank and its president,

Keith G. Willoughby, in connection with the matter pending

before the Federal Election Commission as MiUR 199-. Please se.e

the enclosed executed "Statement of Designation of Counsel."

This lefter responds to your letter of May 15, 1985,

informing the bank of your investigation and indicating that

the bank could submit relevant factual or legal materials for

consideraticn by the Commission within ten days of the receipt

of your letter.

The bank wishes to provide the Commission with some

detailed factual background concerning the subject of your in-

vestigation and to explain wy we suggest that further proceed-

ings by the F.E.C. are not warran.'-ed, given the circumstances

of this matter.



Backg-round, conceorniA414Qual1 Bank ;

and ThrittP, .AC,,,!

!hif t PAC is a federal pol it ical action commit tee

ligh ed by the INational Association of Mutual Savings SB *A4 - &

ia'saohuasetts -hriftPAC is its state-level counterpat........ .....

Ilished by t 1_he Savings Bank Association: of, Ma ss ach usitt

politi-cal action committees annually conduct fund rai . .:..

drives in which most savings banks both at the state and

national level participate.

For the last several years, Massachusetts ThriftPAC 
haa-,

during the late spring of each year mailed a solicitation let-

ter and brochure directly to the individual officers of the

various savings banks throughout the state. Exhibits 1, 2, 3,

4 and 5. The Massachusetts ThriftPAC brochures follow a sim-

ilar general format, soliciting funds not only-fef Massachu-

Lfl setts ThriftPAC but also for the national ThriftPAC and

0 indicating that checks for both committees may be forwarded to

Massachusetts ThriftPAC, which will in turn forward the

national checks on to the national ThriftPAC.
I)

Co A number of mutual Bank's officers each year responded

directly to the spring Massachusetts ThriftPAC solicitation

letter, sendi-ng their contributions to the political action

committee. In addition, Mutual Bank itself has each year

supported the solicitation of funds from its officers by both

Massachusetts ThriftPAC and the national ThriftPAC. Although

o2



lww

.- niormanagement at the bank was advised of the aggrega4-

't-ot'ila Of contributions, pursuant to bank policy the cam~i5n

adminstrator held the names of individual contributors ,e

ential and senior management was unaware of which of f ..... b

given. This policy of confidentiality for donors was C110
comnunicated to the bank's officers.

The 1984 Massachusetts ThriftPAC letter to individual bank

officers was dated May 9. Exhibit 4. On August 15,y 1984.

Mutual Bank's senior management addressed an in-house memoran-

dum to all officers concerning the fund drive. Exhibit 06.

Officers were "encouraged" to support these committees and were

told that "Names of contributors will..be kept confidential."

Cn October 26, 1984, a follow-up memorandum prepared by the

bank's president, Keith G. Willoughby, was circulatedto the

officers. Exhibit 7. The memorandum contained a decidedly

energetic importuning for contributions. As a result of the

1984 campaign, Mutual Bank officers contributed a total of

$1,532 to the two ThriftPACs, roughly 13% less than had been

contributed in 1983, 22% less than 1982, and 59% less than in

1981.1 The 1984 contributions to federal ThriftPAC were

1/ ThriftPAC contributions from Mutual Bank officers for 1981

Through 1984 were:

National Mals.
ThriftPAC Thri tPAC TOTAL

1981 $754 $3006 $3760

(Footnote Continued on Next Page)

-3- 4~~2



75.5 of which $481.50, was donated a fter the, 0tober -

reimorand um.

,o ,utual Bank representative has ever conducted ag•-,tjroup

mee ing of employees to solicit funds or engaged in fate--to-

face personal solicitation. Mutual Bank has n revert *,iy i.

Son advised any officer or employee that failure'.to contrib,

would result in any type of reprisal, discrimination, or

adverse employment effect. In point of fact, no Mutual Bank

employee has ever suffered any adverse employment ..6nsequencq

as a z..esult of his or her decision not to make a contribution.

Bank policy has always been not to compel or coerce any

e7!Ooyee into contributing to any cause or fund which he or she

does not personally and voluntarily support -- including the

United Way.

LI) Indeed, senior management of the bank was nt in a position

U17 to have penalized non-contributors, because the representations

C) of confidentiality made to officers were scrupulously adhered

to. Although the "ThriftPAC coordinator" was the bank's oper-

VI) ations officer, in practice his secretary served as administra-

1/ (Footnote*Continued From Previous Page)

1982' $895.50 $1069.50 $1965-

1983 $823 $ 932 $1755

1984 $475.50 $1056,,50 $1532

-4 -



--for the program. it was she who received a I I of-the

tribution checks which employees chose to route throgh the-

bank, as opposed to mailing in directly. Although the checks

-we, * generally addressed to her boss, the bank's 6perat.jons-

of ficer, his practice was to refer the checks, freque 11,y.t i.

unopened envelopes, directly to her. She then held the cheeks,

making note of them on a contemporaneous chronological 
log,.

until she had assembled a large enough number to transmit- to,

2 .
the state ThriftPAC. She then prepared the transmittals of*

checks to Massachu-setts ThriftPAC. She clearly understood from

senior management of the bank, both the president and vice-

0'% chairman, that they absolutely did not want to know the names

of individual contributors. Although Mutual Bank desired to

4 encourage participation in the ThriftPAC program, the bank's

statement to its officers of confidentiality was consistently
L

0 adhered to.

Background concerning the October
- 26 Memorandum

11. The October 26 memorandum, although decidedly strong in

tone, was not -- when viewed against the context in which it

2/ Her handwritten list, maintained by her on her own

initiative and for her own convenience, is the only listing of

contributors. This list was never shown to senior management,

or even to her boss. Hence, the .'uggestion on page 2 of the

F.E.C. "General Counsel's Factual and Legal Analysis" that 
"the

bank kept a list of who contributed" is misleading.

-5-v~e



tnsbe voluntary' and noncocie em QCnuJ 0

a d-d r* sed to, the( pubIi c at lArge, anhd m~any f a ctor*,i~

the inten.t of its author, ethe circumsances un&wldc ii_

te parq4 0,Ithe44 eh tion m4,ent at, a"~ qn ai n s bIw oh , 14
recive by th oficr the ct4a~n P otSpecif iC individual'

officers, and the actual success .tate- of th. r esponses, must be

considered to put the memorandumdii: in con text. 3

3/ The principle that written words, no matter how facially
r unequivocal, can only be truly understood by placing them in

the context of their surrounding circumstances is deeply rooted
in our jurisprudence. As Professor Corbin has written concern-
ing the venerable art of contract interpretation:

. . . A "normal speaker of English" (or of
Sanskrit) could give it no meaning without
knowing surrounding circumstances ....

it can hardly be insisted on too often
r or too vigorously that language at its best

is always a defective and uncertain instru-
ment, that words do not define themselves,
that terms and sentences in a contract, a
deed, or a will do not apply themselves to
external objects and performances. . ..
Therefore, it is invariably necessary,
before a court can give any meaning to the
words of a contract . that extrinsic
evidence shall be heard to make the court
aware of the "surrounding circumstances,"
including the persons, objects, and events
to which the words can be applied and which
caused the words to be used.

3 A. Corbin, Corbin on Contracts lr, 27-28 (1960).

-6-



s, ince the creation of Mutual Bank in 1981, its

,tE ben dedicated to developing a forward-th ink ingr

tg ., ,0s ive, and competitive environment at the bank,

h is, approach, he has endeavored to encourage a

o ..two-way communication between junior officers an.,

management. He has sought to encourage the view that, O9hil e he

is a person of strong opinions and direct communlcation,, he,

desires and expects the same back to him from lower..leve1 man-

agers. A concrete example of the president's efforts to..

encourage this type of management interchange and atmosphere is

the fact that, during the fall of 1984, the president partici-

pared in a series of informal wine and cheese meetings with the

1W
bank's junior officers, meeting with them a few at a time over

a period of weeks. The purpose of this program was to

If) communicate directly the philosophy that individual officers

CO were expected to stand up and speak their minds on management

issues affecting the bank, that people would not be penalized
C,

for failing to "adhere to the party line," and that the bank
Lf

would be a better and stronger institution as a result of such

dynamics. It was against this background that the October 26

memorandum was distributed to the officers.

Shortly before October 26, Mutual Bank's president had

attended a bankers' trade association function, at which the

comment had been made to him that Mutual Bank's 1984 contribu-

tions were lagging behind prior years. As a result, the presi-

-7- 44ASft
Q.:V
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'rw. t' of hOtb

tdent oughed out a raft of the October 26, memorandum. ,R

.he draftby the vice-chairman who suggested some revisioh*,s

and sent out the final memorandum on October 26 over hi. ow r

fname. He was absolutely unaware of the requirement of 'S, -

S 441b(b)(3)(C that his memorandum contain a specif ie, oa :

xment that the employees had a right to refuse to contrilbute K .

without any reprisal. The draft memorandum was not disqcs!sed

with or reviewed by the bank officers ordinarily connected with.

the ThriftPAC program. It was not drafted and dis'seminated

following procedur'es which would ordinarily apply to a document

addressing a technical or potentially sensitive area.

in using phrases such as the notion that each officer

in "should--must--consider" it a part of the "position" to contri-

M bute and that the response rate to date was "unacceptable,* the

Ppresident was expressing himself in the vigorous and enthusias-

Ln tic style which he believed would be understood by the officers
of the bank in the context of his clear philosophy that each

C individual officer is expected to stand his or her ground and

L) to express freely his or her differing views. The word 'must"

0 o was inserted as a stylistic flourish to emphasize the word

"should" and was not intended to alter the precatory or

exhortative notion of "should" into a mandate. The word 'posi-

tion' (as opposed to "job") was used to place the appeal in the

context of one addressed to individuals who by virtue of their

office were a part of the banking profession (as opposed to an

-8-



apadietdto individual employees. in -rela±Qr lo .i" th'l

eipoloyment by a particular bank). The language was in4tended as

a vigorous appeal to a group of savings bankers D-- o as a

job-related directive to Mutual Bank employees. ind-s ght

"s a great teacher, and in retrospect it is cleL that- te

energetic wording of the October 26 memorandum is certainly

open to misconstruction. However, from the author's point of

view, the memorandum was absolutely not intended to-'impose..a

requirement of a contribution on peril of reprisal. -

The response of the bank officers who received the memoran-

dum is instructive. Reactions of officers ranged from

amusement at the memo, to anger and upset at its tone, to dis-

missal of the memorandum as nothing more than a typical over-

enthusiastic irmportunation from the front office--intended as a

LA reminder of the campaign. A number of officers regarded the

October 26 mremorandum as nothing more than a reminder memo and

contributed after receiving the memorandum, because they had
C

given in prior years and fully intended to give in 1984. These

officers gave not because they were threatened by the memoran-

dum, but because it served as a reminder. Other officers of

the bank were'sufficiently put off by the tone of the memoran-

dum that they indeed determined not to give to the ThriftPACs

4/ In this regard, it is notewoL~hy that the October 26 memo-
randum was addressed only to "All..Offftcers of Mutual Bank," not
to the 500-odd employees at large.

-9-



at all in 1984, Some of these officers had in fact don ate4 ......
ii Th~riftPAC in prior years. Indeed, as noted above, the ovell

l0*1.4 response to the ThriftPACs, even after the October 26.

Ln o."11e', was substantially less than it hpad been in prior' years

hardly evidence that the bank's officers were intimidated or

coerced.

The present F.E.C. proceedings

The October 26 memorandum has been reported in. the pkess,

investigated by-the Federal Bureau of Investigation,dealt with

in a criminal prosecution, and now made the subject of an
CO

F.E.C. enforcem,.ent action. Under these circumstances, Mutual

B ank respectfully submits that, in light of all the circum-

stances, no further F.E.C. enforcement proceedings are

rnecessary or appropriate.

Vt) It is plain from the face of the October 26 memorandum that
0

the document does not contain the advice to employees of their

right to decline to contribute without any reprisal as specifi-

Lfl cally required by 2 U.S.C. S 441b(b)(3)(-C). Hence, were it not

co - for the prior resolution of this matter by the U.S. Attorney

for the District of Massachusetts, this case would appear to be

appropriate for resolution by conciliation under 2 U.S.C.

S 437g(4) and (5)(A).5 However, after thorough investigation

5/ Disposition under 2 U.S.C. S 437g(5)(B), which deals with
knowing and willful" violations, would be inappropriate

Ibecause r. .illoughby was unaware at the time he wrote the

(Footnote Continued on Next Page)

-10- iae7'z:



5,0

-lt, e~et by. way of a plea to a criminal information.

x b it 8. on Marc h 29, 1985, the ban paid the uairn t

of 25,o.-00 Exhibit 9. The U.S. Attorney, aftereoar fu .

1 041uat ion of the entire situation, has f ma11y'q Qnr *QC4

'hat he-, "views the disposition contained in (the Ii4 gte -

n mier+t1 , letter as constituting a full and a proprit* se t 0 men
of all. aspects of the matter which is the subject Of this In,

formation." Exhibit 8, emphasis supplied. I understand that

5-/ (Footnote Continued From Previous Page)

October 26 memorandum of the specific requirements of
2 U.S.C. S 441b(b)(3)(C) and the memorandum was not
sent with the requisite ". . . 'defiance,' or
'knowing, conscious, and deliberate flaunting si]'
of the Act," National Right to Work Committee v.
Federal Election Commission, 716 F.2d 1401, 1403
(D.C. Cir. 1983), for a "willful" violation.

6/ The judgment in United States v. Mutual Bank, Crim. No.
'5-086 (D. Mass. Mar. 29, 1985), will not bind or collaterally
estop either the bank or Mr. Willoughby in any subsequent civil
litigation. Cf. Bower v. O'Hara, No. 84-3400 (3d. Cir.
Apr. 17, 1985)-[53 U.S.L.W. 2541T (guilty plea in assault case
not binding in subsequent civ'1 litigation); Wright v. Commr
of Internal Revenue, Tax Ct. ..o. 84-41 (Tax Ct. Apr. 8, 198 5 )
153 U.S.L.W. 2516] (tax crime conviction does not establish
fraud for civil purposes). As to the bank, collateral estoppel
does not apply because no issue relating to the October 26
memorandum wai "actually litigated" in the criminal case, since
it was resolved by a plea. Restatement (Second) of Judgments
SS 27, 85 and Comment e to S 27 (1982). With respect to
Mr. Willoughby, collateral estoppel does not apply for the
additional reason that he was not a party to the criminal
case. id. at SS 27, 85 and Comment a to S 27. The suggestion

in the fotnote on page 2 of the ".E.C. "General Counsel's
Factual and Legal Analysis" that Mr. Willoughby was a defendant
in the criminal case and admitted'guilt therein is not correct.

-11-



past F.E.C. practice has been not to pursue civilly,,!t etslIV..

wh.ich have been disposed of criminally.

The bank and Mr. Willoughby fully recognize tt ,'

October 26 memorandum was too strongly worded, 8nd ->

.r. Willoughby has candidly acknowledged this and.

regret over the matter to the bank's employees. In A ardh 08,

1985 memorandum (Exhibit 10), he wrote:

In retrospect, the wording of the me.¢ ?
was too strong, and I didn't know I was
required to include a disclaimer emphasizing
that under federal law everyone had a right
to refuse to make contributions to the
industry-wide political action
committee.

",1o senior officer of the bank ever knew
who contributed and who did not. This poli-
cy of confidentiality had been expressed--
repeatedly to the people addressed by the
memo .... Senior management of Mutual
Bank have always been opposed to any effort
to -force people to contribute to any cam-
paign, even one as worthy as the United
Way. It was certainly not my intention to
compel any officer to contribute against his
or her principles. To do so would have
violated my deepest held beliefs about the
moral necessity of respecting such princi-
ples.

. The Bank's and my personal coop-
eration [with the federal investigation] was
based on the fact that we give total and
unqualified support to the spirit and sub-
stance of the federal and state election
laws that seek to protect employees from
being forced on threat of reprisal to con-
tribute to PACs or individual candidates.

-12-



I op i ges without, aayixng that 1.regret that all o this happened, and I'. -
truly sorry if anybody wh o received the meoo
wasoffended by the tone or, even more, in-
terpreted it as threatening,

Bank policy has always been that contributions should be

"' s trictly voluntay', At the time Mr Willoughby wrote th*0.

October 26 memorandum, he did not intend it to be coercive and

he was not aware of the requirements of 5 441b(b)(3)(C) con-

cerning a non-reprisal statement in the memo.

Under these circumstances, justice has been ful'ly serVed-by

the criminal dispasition of the matter in U.S. District Court

in Boston, and we respectfully submit that the F.E.C. should

discontinue the present proceedings.

Sincerely yours,

Amos Hugh Scott
i)

0 AHS/mlv

47 Enclosures: Exhibits cited in the text
0 Statement of Designation of Counsel

Ln

-13- &k60X



, .Con; es Si.ee o'Iom M, 02109:(617) 742.7970
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April 30, 1982

Dear Fellow Savings Banker:

Massachusetts THRIFTPAC enjoyed moderate success last year,
raising $23,000 in personal contributions from. individuals.affili-
ated with 96 savings banks. Clearly, broader part'icipation through-
out the savings baik industry would have easily permitted us to
meet ot exceed our.. announced goal of $30,000.

This year is a critical legislative session. The Savings
Banks Association is concentrating its legislative efforts on
two bills - H 74, e3ative to comprehensively revising the
banking laws/ - n -5J 2187, providin_ savings banks corporate
tax equality. _ of these bi are tal to the industry

.in view of present economic condit n the continued develop-

* ment of deregulated banking markets.

As part of this ambitious legislative objective, all levels
of the savings bank industry are being mobilized statewide to
become activ6 legislatively. One method of political involve-
ment is to provide financial support to worthy candidates.
Massachusetts THRIFTPAC offers an excellent means for concerned
savings bankers to channel their political contributions in the
most effective manner. At time requests for political contri-
butions are met with skepticism or hostility. The basic fact is
that the costs associated with campaigning and remaining in office
are expensive.

All the major industries competing with savings banks, such
as the money niarket funds and commercial banks, have active political
action committees whose resources can be used to advance a legis-
lative purpose. Therefore, political campaign contributions must
be viewed as a responsibility of all savings bankers who profess
concern with th eindustry's welfare, and not a mere minority who
historically s Jorced to assume a disproportionate"urden in
this area.

OP

We are striving for 100% part.iciation by savings bankers,
which, with the cooperation of chief executive officers, could
mean involve.ent by officers, employees, trustees and corporators.

T&is year r - ever, please use this oppcrtunity to sUpportThis ye s.r tY ever, r.

the savincs baan.- ir.ustry's legislative program. The enclosed
paiphlet provides background information relative to Massachusetts

7 T'?AC an detailed infoi-mation on advisory levels of contri-

butions. 
°4T"Tel
rI TOv r-



Thi) Q or Your. ahtieipaltod Sxpor Su~bjec t~ app ScabZ
116 tal t~lwYour contribt~lJa ee±b#fra~

EC;,o.* Q.Carr It ,. ..

c'oChaiiu€man Cn.

I.
I

**State law prohibits any corporate candidate campaign

contributions and therefore your Massachusetts THRIFTPAC contri-

butions mustrepresent Rersonal funds.
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llft, I::Ull-rPAc.?
t polky mKI other pei tin affais

are determined bya Board of
u Xg primarily of savings bankers

irom dtroughout the slate.

rtbere limits to the it4flInts which
4n1dividual may contribute to
isadusetts TI-R!F FPAC?
khividual may legally give tip to a maximum of
00 in any calendar year. There is no minimum
,bul prescribed by law. For general refer-
anissable guidance in determining your
of contribution. Massachuseffs THRIFTPAC
s to raise $30,000 this upcoming year -
d.ustry-wide contribution level of $2 per $1
n of bank assets would allow Massachusetts
1iFTPAC to more than realize its goal.

y contributions consist in whole
n1 part of a savings bank's funds?
tale law prohibils any direct or indirect cor-

le campaign contributions and therefore con-.
lions to Massachusetts THRIFTPAC must
,inl the personal, voluntary contributions

4 .. uT. . [HXIIF-3AC
iv(l'C ted or of hrwime a(iilimted

11 NAMSB's TIHRIFTPA(. ?
MS~tachuscts THRIF-WPAC is established for
dclevded offices and must. under law. remain
tiae from NAMSB's THIIFTPAC which is
Pisbcl for lederal elcled off ices. The law
ii,, dislinc ',o-calle(d political action commit-
o fekeral uid state clinipign fund raisiug.
tIrt'. contra)ultlKlo Imust he selralely made
IL., com'ult1Tniq k'd hotwvt. Masahusetts

41 iA s wicTIr tC rI of
i~Pitii NAMSBfs TI IRIFUPAC.
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. . . . . . .. . .'" f ll.
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this amount was given to NAMSB's THRIFTPAC,
the state PAC would realize its-$30,000 goal and
the federal PAC would realize its goal in Massachu-

ts of $9,000.
For example, a savings bank having $200

million in assets following these advisory levels
would send $280 to Massachusells THIIF-IPAC
in personal checks and. assuming the requisite
solicitation authorization, wouW. :"ake out checks
totaling $120 to NAMSB's THRIFTPAC. Massa-

lchusets THRIFTPAC and NAMSB's THRIFT-
PAC have an arrangement wherein savings banker
contributions to the federal PAC can be forwarded
through Massachusetts THRIFTPAC. However. in
such a case it is important and the la. requires that
separale checks be made ot to each PAC. We are
srrcly prohibited by law from dividing contributions
and drawing a check to NAMSB THRIFTPAC for
federal political contributions.

I-low (ire M,,ssa(.husefts THIIIFTPAC
contributiulis tretted tax-wise?
Under federal tax laws, such contributions would
be eligible for the lax-credit for all state and federal
political contributions up to a maximum of $50
credit individually or a $ 100 credit on a joint return.
To receive the benefits of the $100 credit, at least
$200 in political contributions would have to be
reported in a joint lax return.

I'liw Crau cmilrihtilil)iis fto iid Irom
r1ssicltist-Ius lt IRII"TPAC
rel)orliCd?
In accordance with stale campaign finance laws, all
contributions are reported to the Office of Cam-
paign and Political Finance. with contributors giv-
ing $I5 or more reported by name. Actual con-
tributions male by Massachusetts THRIFIPAC to
individual candidales would be listed by candidates
in the name of the committee.

The trustees and officers of Massachusetts
TI-IRIFTPAC would be delighled to divulge to in-
leresled savintis hankers contributing to Massachu-
.I II IRI'T1'AC tle i0h'ni it, of lho.. (Il(tlidltei
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THJOiFT.PAC'
, -

April 5, 1983

Dear Fellow Savings Banker:

Massachusetts THRIFTPAC is the state political action

committee for the savings bank industry. During our first

two years, a number of savings bankers generously and faitha

fully supported our efforts. Although we realized some-success

in raising money .for political contributions in terms of 
the

industry's potential, our results could have been much greater.

Despite passage of the comprehensive banking legislation

0 in 1982, there is still the need for further legislation.

Without any doubt, savings banks must receive tax equity 
for

our long-term viability. Massachusetts THRIFTPAC offers an

excellent opportunity to support this initiative.

LA Political fund-raising is often times lOoked upon

askance by too many savings bankers. This sentiment ignores

the fact that campaigning for and remaining in public office

0 is expensive. Candidates need contributions to be successful.

We are striving for 100% participation by savings bankers.
In the past, contributions have been received from chief execu-

tive officers, officers, employees, trustees and corporators.

LA Please get involved and make a contribution to Massachusetts

THRIFTPAC. In order to achieve our 1983 goal of $35,000,
everyone must give their fair share.

The enclosed brochure provides important background re-

c rding Massa.chusetts THRIFTPAC, including information on

contributions. The brochure also refers to our coordinated

activities with the separate federal PAC, NAMSB's THRIFTPAC.

Subject to applicable federal tax limits, your contribution

may be eligible for a tax credit.

Sincerely,

Bernard K. Garceau
Chairman

•* State law strictly prohibits any corporate political

contrib'1itions; therfore, your Massachusetts THPIFTPAC
cO.trib-ti;n represent personal fun-.s

EXHIBIT 3



:T~ " THRIFT1PA\\C
V,'," .' .. 5C Cc"'. s S0re2e: ,01o M 1 O 09/(617) 742.7970

-0.-

May 9, 1984

Dear Fellow Savings Banker:

Massachusetts THRIFTPAC is the state political action
committee created by and for the savings bank industry to
assist candidates who support our legislative objectives.
During our first three years, more than a thousand savings
bankers generously and faithfully supported-. our efforts.
Although we realized some limited success in raising money for
political contributions, in terms of the industry's potential,
our results should have been much greater.

Despite the passage of comprehensive banking legislation in
1982, there are a number of legislative objectives which
remain. Without a doubt, savings banks must receive tax parity
for continued long-term viability. In order to continue our
efforts on the tax parity bill and other progressive banking
legislation, l-assachusetts THRIFTPAC needs the total support of
all interested savings bankers.

Political fund raising is oftentimes looked upon negatively
by too many savings bankers. This sentiment ignores the fact
that campaigning for and remaining in public office is expen-
sive. Candidates 'ho support our industry need contributions
to be successful.

During this year's effort, we are striving for 100% parti-
cipation by savings bankers. In the past, contribRtons have
been received from chief executive officers, officers, employ-
ees, trustees and corporators. Please get involved and make a
contribution to Massachusetts THRIFTPAC. To achieve our 1984
goal of 35,000, everyone must give their fair share.

The enclosed brochure provides important background
regarding Massachusetts THRIFTPAC, including information on
contributions. The brochure also refers to our coordinated
activities with the separate federal PAC, NCSI's THRIFTPAC.
Subject to applicable federal tax limits, your contribution may

.. be eligible for a tax credit.
OP

Since~elyf '

net M. Pavliska

Chairman

** State law strictly prohibits any corporate political
contributions; therefore, your Massachusetts THRIFTPAC
contribution n-st represent 2ersonal funds.
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W"daai may contribute to
isachuseft THRt19 .?
individual may legally give up to a maximum
1.000 in any calendar year. Contributions
f be received from individual savings
[kenluding officers, employees, trustees
cFrators. and other individuals
"ected with the savings bank industry. For
eral reference and possible guidance in
irmining your level of contribution,
isachusetts THRIFTPAC hopes to raise
CO0 this upcoming year. An industry-wide

Wbution level of $2 per $1 million of bank
ets would allow Massachusetts THRIFTPAC
ore than realize its goal.

i contributions consist in szhole or in
t of a savings bank's funds?
State law prohibits any direct or indirect
orate campaign contributions. Therefore, all

tributions to Massachustts THRIFTPAC
iftesent the personal. voluntary

bns of individuals.

0i does ULassachusetts T,,WFlI' PC
f from .LGSI T[sROTPAC?

koachu.sls THRIFTPAC was established for
ected offices and must, under law,

4mn separate from NCSI's THRIFTPAC which
Oetabshed for federal elected offices. The

es separate poltical action committees
ra ld state campaign fund raising.
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R46d~ ot cofwniVed. However,

is THRIFTPAC does coordinate
et~i~es.with NCSrs THRIFTPAC.

kt S It ove in terms of ndvisory levels of

were given to massacnusons i fitr- i r^n. anu30% of this amount were given to NCSI's
THRIFTPAC, the state PAC would realize its
$35,000 goal and the federal PAC would realize
its goal in Massachusetts of $10,000.

For example, individuals affiliated with a
savings bank having $200 million in assets fol-
lowing these advisory levels would send $280 to
Massachusetts THRIFTPAC in personal checks
and, assuming the requisite authorization has
been provided, would make out checks totaling
$120 to NCSrs THRIFTPAC. Massachusetts
THRIFTPAC and NCSI's THRIFTPAC have an
arrangement wherein savings banker contribu-
tions to the federal PAC can be forwarded
through Massachusetts THRIFTPAC. In such a
case it is important and the law requires that
separate checks be made out to each PAC. We
are strictly prohibited by law from dividing con-
tributions and drawing a check to NCSI THRIFT-
PAC for federal political contributions.

ovi are Ltassachuseffs THRIFTPAG
contributions treated tax-wise?
Under federal tax laws, such contributions are
eligible for the tax credit for all state and federal
political contributions up to a maximum of $50
credit individually or a $100 credit on a joint
return. To receive the benefits of the $100
credit, at least $200 in political contributions
have to be reported in a joint tax return.

are Cori .*ons to and from
Lfassaclihseits "hI0!F'PAC reported?
In accordance with state campaign fioance laws,
all contributions are reported to the Office of
Campaign and Political Finance, with
contributors giving $15 or more reported by
name. Actual contributions made by
Massachusetts THRIFTPAC to individual
candidates will be listed by candidates in the
name of the committee.

The trustees end officers of Massachusetts
THRIFTPAC would be delighted to provide to
any interested savings bankers contributing to
Mass'achusetts THRIFTr'C thc names of
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• .EMORINDUM No. 307-84

TO: All.Officers

RE: NCSI and SBAM TiRIFTPACs

In this election year particularly, our support of candidates 
favorable

to banking interests will be of crucial importance. If the political

action committees established by the'National and State 
Aisociatibns"

are to be effective, however, they need the help of 
all savings bankers.

We encourage you to support these committees and ask 
that 70% of your

contribution be made to "Massachusetts TiRIFTPAC" and 30% to "THRIFTPAC"

(separate checks, please). A brochure from Massachusetts THRIFTPAC is

enclosed and includes a contribution form for your use. 
No form is nec-

essary for NCSI THRIFTPAC.

Your entire contribution should be forwarded to Dave Donald, 
who will

*act as coordinator for Mutual Bank. Nanes of contributors will be kept

confidential.

If you have any question on either of these political 
action committees,

please do not hesitate to contact one 
of us.

Thank you for your anticipated response to this important effort.

Ke th G. Willoughby

Gerald T. Mulligan

8/15/84

EXHIBIT 6
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r'q~zorandqm N~o. 429-84

To: All Officers of Mutual Bank

Fo=: Keith G. Willoughby

Date: October 26, 1984

Several months ago, 11 of, you'received an appeal for contribuiioni to the

state and national political action counittees of our industry. This week I

learned that Mutual Bank officers have failed by a substantial margin to reach

slow the goal on either, and in the case of the national Thriftpac, 
have not even

%0 reached the half-way mark. Even worse, only nineteen of the.fifty-nine

officers in the bank have contributed.

!A

Lfl
to That is unacceptable. All of you are fully aware of the importance to this

bank of the issues being voted on this year, particularly the state tax and

0 the Central Fund dividend and, I hope none of you is so naive as to think that

political contributions--even those from PAC's, despite all of 
the pious

C) rhetoric--do not play a vital part in the progress of such matters. You must

U) also know how active Gerry Mulligan and I have -been in this area. Even if you

00 give substantially to individual candidates, as Gerry 
and I do, you should, as

officers of this bank, all support the PAC's.

Every single officer of this institution should--must--consider it a part of

his or her position to contribute to both Mass. Thriftpac 
and Thriftpac.

Please send your checks, not later than next Friday, to Dave 
Donald to be

forwarded.

EXHIBIT 7



WWA

110 71. IV. Afec.mck P0#r Offlaq and coAuAos

March 6, 198

Amos Hugh Scott, Esq.
Choate, Hall & Stewart
Exchange Place
53 State qtreet
Boston, MA 02109

Dear Mr. Scott:

I am writing to confirm our agreement of today
concerning matters pertaining to Mutual Bank, fsb.

The United States, by and through its undersigned
attorneys, and Mutual Bank, fsb, by and through its
undersigned attorney and Chairman of the Board..Qf. Directors,

hereby enter into the following agreements:

(1) Mutual Bank, fsb, agrees to plead guilty to a one

count Information (copy attached) charging it with violation

of Title 2 U.S.C. SS44lb(b)(3)(C) and 437g(d).

(2) The United States agrees to recommend to the

sentencing judge a $17,000 fine as the appropriate sentence

against Mutual Bank on this matter.

(3) The United qtates agrees to. bring no criminal
charges, other than the present Information, against Mutual

Bank or its trustees, officers, employees and agents on

account of any violations of Title 2 of the United States

Code regarding the solicitation of contributions for bank

industry political action committees, or based upon any

matter which was the subject of the investigation leading to

the present Information, all through the date of this

agreement.

(4) The United States AttoLivey views the disposition

contained in this letter as constitubing a full and

appropriate settlement of all aspects of the matter which 
is

the subject of this Information.

EXHIBIT 8
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I th pres(trlce of the attorney for the government.
the dv.eda,'t aupeared In person on this date

CSLou NSEL However the court advised defendant of right to cou-ss..ad a ked desOred

-counsel appointed by the counttad the defendant thereupon waivedatn 9 Cotint "

ILW INCOUNSEL IA~O

X GUILTY, and the court being satisfied that i NOLO CONTENDERE, L._I.J NOT GUILTY
PLEA there is a factual basis for the plea,.

{ L..__.J NOT GUILTY. Defendant is discharged .
There being a findinglv,.Z. of

GUILTY.

DefendanU has been convi'cted as charged of the offense(s) of .j . ",,:zi ;)i.:,4, .lj .
FIK O& violating the Federal Election Campaign Act,, i. *.,
• UDOMI4ENT _ ].nowinglyand willfully soliciting contributions 'to ..,

Thriftpac from employees without informing said employees,
at the time of.. the solicitation,.. of, their right.,.o refuse
to make the contribution thus 'solicited without feax' of
any reprisal, all .in violation of Title 2,.c United. states
Code, Scctions 441b (b) (3) (C) and 437g(d)

The court asked whether defendant had anything to say why judgment should not be pronounced. Because no sufficient cause to the contra
was shown. or appeared to the court, the court a'djudged the'defendant guilty as charged andlonvicted and ofdered that:

SENTENCEOR A fine of twenty-five thousand dollars,,.,($25.,000, ),, ..
OPROBATIO* - - .

ORDER is to be paid forthwith.
S' . 9;* '-" *. . .. 9 . . • . .• 4 . ., .. , • , . - .

C

SPECIAL
€OCONDITIONS

OF
PROBATION

0 -,t; of'probation.set on

ADDI1TIONIAL In addition to the special conditions of probation imposed above, it is hereby ordered that the general conditions of probation set out on
rn,lTlO!,S reverse side of this judgment be imposed. The Court may change the conditions of probation, reduce or extend the period of probat;.a, a

OF at any time during the probation period or within a maximum probation period of five years peimitted by law, may issue a ia-a- a
:;.OATiCN| revoe probation ior a violation occurring during the probation period.

The court orders commitment to 'he custod' of the Attornr, general and recommends :. is or,"t.: :t : ...-.

.ITMENT .. a cer:'.. .c, o', " c- "

-7 :. ,
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*OR.ANDUlt No. 111-85

TO ALL EMPLOYEES

I think we can all agree that in recent weeks the Boston banker's lot has not

been a happy one.

But, I am happy to share with you the fact that a conclusion has been reached

in the U. S. Attorney's investigation of my October 26, 1984 memo to Mutual Bank

officers on the subject of PACs.

In brief., common sense led us to accept the settlement proposed by the U. S.

Attorney's office. We are awaiting the federal court's final disposition of this

matter which we anticipate will occur next week.

In retrospect, the wording of the memo was too strong, and I'didn't khow I was

required to include a disclaimer emphasizing that under federal law everyone had 
a

right to refuse to make"contributions to the industry-wide political action comittee.

Had I known, I would have"put it in. It was the absence of such a disclaimer that

led the Sovernment to suspect that the memo may have been written with a purpose

V) other than I intended.

Nothing could be further from the truth.

As you know, the recent past has been an extremely difficult period for the

thrift industry. It has been only through an enormous amount of hard work that we

have been able to persuade national and state lawmakers to cha.nge the regulations

that were denying our customers the opportunity to get a market return on their

Lo deposits and competitive services they were 
entitled to expect. It was -- and is --

my view that we in the industry have a continuing obligation to our customers to see

0 that thrift interests are effectively expressed at the state and 
national level.

That is precisely what the industry PACs were organized to do, in a completely open

1 manner. Again, the sole purpose of the October 26th memo was to strongly urge the

officers of the Bank to consider 
supporting the PAC's work.

V3) No senior officer of the bank ever knew who contributed and who 
did not. This

policy of confidentiality had been expressed repeatedly to the people addressed 
by

on the memo. Some others, outside the bank, refused to believe that. Instead, the

news focused entirely on a tone of the memo, which admittedly was strong. 
In part,

this forcefulness was justified in my mind because of the very anonymity and 
con-

fidentiality of the .process here at Mutual Bank. Senior management of Mutual Bank

have always been opposed to any effort to force people to contribute to 
any compaign,

even one as worthy as the United Way. It was certainly not my intention to compel

any officer to contribute against his or her principles. To do so would have violated

my deepest held beliefs about the moral necessity of respecting such principles.

You should know that the Bank and I personally cooperated with the 
investigation

to the fullest extent at all times because weshad absolutely nothing to hide. Further-

rore, the Bank's and my personal cooperation,'was -based on the fact that we give

total and unqualified support to the spirit and substance of the federal and state

election laws that seek to protect employees from being forced on threat of reprisal

to contribute to PACs or individual candidates.

(over)

EXHIBIT 10 4A _. e



I1p it goes oibout sain that 1, r*Srt tha ,'al1 Of this haQpene*4, and I v
fanyboy 41 ecie the. eo a f fitid by, the tn COTO Ovelf mlor ,,

Let,~i* it as thteatening.

Ji biid.1 'lankc has come a 0oi posnt)e et fq yoear

~W~ ots &'*I rewpect- whioh Ad~ ahta4 11 5t*iVe to mAntn
f1 i*ftE.LtR*Zf~ Pta ~tr

b t'iI. *Val. a'Of hjak

Keith G. Willoughby

KCw:I



CHQ0MAII STEWMI

BOSTOX, ?4&SA5USTT I, L

June 18, 1985

George Demougeot, Esquire
General Counsel's Office
Federal Election Commission
Washington, D.C. 20463 cn

Re: Matter Concerning M4utual Bank, MUR 1998

Dear Mr. Demougeot:

This letter will follow up on our conversation ao-f.June 12, in
which I telephoned you to inquire concerning the reoseI to our
letter of May 24, 1985 about the referenced matter.'Po

You indicated that, having received our letter,, the General
Counsel's investigation was, for all practical purposes, concluded
and that you were in the process of preparing a brief to the
Commission, recommending a finding of probable cause to conclude
that a violation had occurred. You further indicated that the
procedural avenues open to us at this point were either to request
pre-probable cause conciliation or to allow the probable cause
process to go forward and submit our response in due course. I
indicated that I would discuss the situation with the Bank and
get back to you.

My initial letter to you urged that'no further proceedings
by the Federal Election Commission were warranted concerning this
situation because of the previous criminal disposition entered
into with the United States Attorney here in Boston. The PAC
solicitation memorandum in question dated October 26, 1984 plainly
did not contain the specific language required by 2 U.S.C. S 441b
(b) (3) (C) inforrhing employees of their right not to contribute
to the PAC without reprisal. Hence, it is virtually self-evident
that the memorandum constituted a non-willful violation of the
Federal Election Campaign Act cognizable under 2 U.S.C. S 437g(a)
(5)(A). The thrust of my May 24 letter was not to dispute the
existence of such a technical violation but rather to address the
equities of proceeding with civil enforcement action in view of
the prior criminal disposition of the case.

A4. 227
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Regardless of whether probable cause exists, your off ic
the Commission plainly retain discretion to determine on the'b i
of fairness, equity and the public interest not to proceed in A
particular situation. The Federal Election Campaign Act c2.ai y
recognize$ that, in the criminal enforcement context, a court, 4....
to take into consideration a prior civil disposition of a matt".*
2 U.S.C. S 437g(d)(3). In the obverse situation, namely tht'I *P ,  ,

civil enforcement, it certainly must be true that the exjstoizL
of a prior criminal disposition should weigh heavily in det*
the FEC's actions.

Indeed, based on discussions with the Department of Justi.4A -
here in Boston, both concurrent with the criminal dispositiek~of
the Mutual Bank matter back in March and then subsequent to ,y
telephone conversation with you last Wednesday, I understand%.uat
the position within the FEC general counsel's office is that, When
a matter has been appropriately disposed of in criminal forum,
civil proceedings are frequently deemed unnecessary. As I pointed
out to you in my letter of May 24, William Weld, the United States
Attorney for the District of Massachusetts, has indicated in tbi
case that his office regards the criminal disposition as "full and
appropriate settlement of all aspects of the matter," which was
thoroughly investigated by his office.

My point is twofold: First, in view of the circumstances in
this matter -- including the solid background of the Bank as an
outstanding corporate citizen in the Boston community,!./ the fact
that the violation was an isolated one, the fact that no employees
were actually threatened or penalized concerning contributions,
and the fact that the Bank has accepted full responsibility for
the violation, has admitted its culpability in court, and has
expressed regret to its employees -- the public interest has already
been fully vindicated and fairness and equity dictate no further
proceedings against the Bank. Second, as general counsel to the
FEC, your office has the discretion to recommend, and the Commission
has the discretion to determine that no further proceedings are
warranted.

After discussing the situation with the Bank, I respectfully
request that we be given the opportunity to meet with General
Counsel Charles Steele and you and any other appropriate members
of your staff in Washington in order to argue further our case that
your office recommend no action to the Commission. I will be leaving
the country on J une 19 and will not be back in the office until
after the 4th of July weekend, and I would be available to meet
with you at some point later in July. In the interim I request
that you either grant or seek from the Commission a stay of pro-
ceedings until we can discuss this matter further.

*/
In order to provide you with information about the background

of Mutual Bank and, specifically, its community-oriented programs
and involvement, please find enclosed a "Corporate History."
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Finally, I request that you bring this matter and our request
for a meeting to the attention of Mr. Steele, the General Counsel.

Mutual Bank and I have endeavored to respond promptly and
fully to your inquiry concerning this matter, and when I return to
the office in July, I will promptly address it again. In the in-
terim, I would appreciate your respecting my absence from the country
by not proceeding with matters during that time. Thank you for your
courtesy on the telephone last Wednesday.

Sincerely yours,

Amos Hugh Scott

AHS/mlv
Enclosure

vza.
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CORPORATE HISTORY

Mu~slBank fsb

Mutual Bank fsb is a mutual savings bank operating u, or 4i:..,
fed-xal charter granted by the Federal Home Loan Bo!it i
Unt*4 States Supreme Court has defined a mutual sv4ingps b 0I

follow$$a
An institution in the hands of disinterested so C

the profits of which, after deducting the necesary
expenses of conducting the business, inure vowily. .
to the benefit of. the depositors, in dividendsa.. ior.i .
a reserved surplus for their greater security.

A copy of Mutual Bank's charter is attached as Exhibit A.

Earnings from investments made by Mutual Bank (after deduction
of expenses, taxes, and reserve funds required for the Members'
protection) are for the benefit of Members and are paid to them

.o as dividends.

Mutual Bank provides its depositors and customers a wide
% range of banking services, including NOW accounts, savings

accounts, term and certificate deposits, home mortgage loans,
) consumer loans, small business and commercial loans, retirement

accounts, and brokerage services.

nMutual Bank serves customers in the greater Boston area,
from downtown Boston to Stoneham in the north, Framingham on

0 the west, and Stoughton on the south. The bank's main office is
located at 45 Franklin Street, Boston, and it has 21 branch.
offices -throughout the greater Boston area, as listed in the
"Statement of Condition, December 31, 1984," Exhibit B hereto.

Ln
AD Corporate governance and employees

As a mutual savings bank, Mutual Bank has no stockholders.
All depositors are considered Members of the bank, and it is run
solely for the benefit of the Members and the communities it
serves. The bank is governed by a Board of Trustees, elected by
the Members, which meets quarterly, and directed by an Executive
Committee of Trustees, which meets bi-weekly. The twenty-eight
Trustees, including the seven members of the Executive Committee,
as of February 26, 1985 are listed in the "Statement of Condition,
December 31, 1984," Exhibit B hereto.

As of February 26, 1985, the bank had 450 officers and
employees, broken down as follows: 65 officers (whose names
are listed in the "Statement of Condition, December 31, 1984,"
Exhibit B hereto); 310 full-time, non-officer employees; and 75
part-time, non-officer employees.

A~AeMA"



alBank fsb resulted from
nk for Savings and the Su,
chartered as a federal s'i

line of its corporate, bia

June, 1831

March, 1833

1842

March, 1874

May, 1957

October, 1957

August, 1974

August, 1981

May, 1983

Savings Instit~i*
chartered in the
Constitution of the
Newton Temperance
Societyf Lyceum

Incorporated as
"Institution for
Savings in the Town
of Newton"

organized: as Sufl
savings Bank fo eameui

Name c to "Suffolk
Savings Bank Por.Seamen
Others"

+ .&

Name changed to
"Newton Savings Bank"

Merged with Newton
Centre Savings Bank

Merged with Franklin
Savings Bank of the
City of Boston

Name changed to
"Mutual Bank for
Savings"

\ erged as 4c
"Mutual Bank
for Savings"

A-
Became federally
chartered as
"Mutual Bank fsb"

-2-
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Hligh ights of Mutual 1*01 A f..1
end 1984 and 1983 are as f11,*ws:

Year 4nIW&JI 1 04 Ow

Deposits $ l174# U~*,

Mortgage Loans 670,12064

Total retained earnings 63,825 6 $ .j

Net loss before
extraordinary credit (2,143)(a3)

A copy of the bank's "Consolidated Financial Statements, Deceber
31, 1984 and 1983" is Exhibit C hereto.

Bank's mission

Mutual Bank's mission is to provide a broad range of banking
and financial services to its customers and to earn a reasonable
profit for doing so. This represents the bank's best, long-term,
means to fulfill its concept of corporate responsibility to its
depositors, other customers, the communities it serves and its
employees. It is, therefore, the bank's goal to provide:

1.. quality service and products that are competitively
priced so that its customers desire a continued relation-
ship with the bank and become a resource for development
of new business;

2. social and economic leadership to the communities the
bank serves including support for long-term development
and job-creating activities to the highest degree
possible, consistent with the bank's need to generate an
adequate return on its investment;

3. reasonatle profits and growth relative to the bank's
efforts, industry and markets; and

4. fair compensation, good working conditions, and career
development opportunities for each of the bank's
employees.

-3-



Implementation of the bank's mission

During the last decade, Mutual Bank's officers have be -

leaders in the effort to amend banking laws so that thrift i..
stitutions may offer a wider range of competitive services to.
depositors and consumers, and the bank has actively taken
advantage of new opportunities to expand such services. Nexi*#, .
the bank has come to offer (for example) NOW accounts, retir, tot
accounts, variable rate deposit accounts, and brokerage setvi 14s-.

On the lending side, Mutual Bank during the last decade
has demonstrated a strong commitment to residential mortgage
lending: roughly 53% of its assets were in mortgage loans at
the end of 1984. The bank has given particular support by its
lending policies to urban neighborhood redevelopment projects
by individual owners, owner-occupants, and small-scale community-
based developers. These efforts have been in areas such as-
Dorchester, Hyde Park, Fields Corner, Columbia/Savin Hill and
the Fenway, areas which, although they do not represent the
deposit base of Mutual Bank, have in the past been the victims
of the reluctance by some banks to invest in community redevelop-
ment.

In addition to its ordinary banking activities, Mutual Bank
has engaged in a number of unique community-oriented programs,
including:

1p a. Mutual Bank FoUndation
Lfl

tn For years prior to their merger in mid-1981, both
oD Mutual Bank for Savings and Suffolk Franklin Savings

Bank had engaged in annual contribution programs to
-charitable, civic, cultural and educational organiza-

Ctions. Shortly after their merger, the Mutual BaneFoundation was created as a trust in November 1981,
In to make grants to charitable organizations. Despite
c0 the bank's operating losses throughout the period, funding"

to date has been given exclusively by Mutual Bank, as
follows:

11/81 - 10/82 $52,600
11/82 - 12/83 57,500

1984 57,500

In the future, the trustees will welcome contributions
from other interested parties. The Foundation supports
those programs which improve the quality of life of
neighborhoods and communities and promote the ability
of people to work. Priority is given to those programs
which serve communities in which the bank has branches
and/or significant investments. Organizations receiving
support from Mutual Bank Foundation in 1984 are listed
in its "Financial Statement, December 31, 1984," Exhibit
D hereto.

-A -
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b. t4utual Bank Revolving Loan Fund

Mutual Bank's Revolving Loan Fund is an outgE ,
of its contributions policy. It became clear tha -,
there was a need to help solve relatively short-t :
immediate financial problems of community groups,
did not fall under the bank's traditional finanoi q&
Vence, the Revolving Loan Fund was established ina! ...
to assist community groups that were unable to obi
short-term financing under traditional lending criteria
The loans are usually repayable within one year and ,
are written at below-market interest rates. Having an
established revolving loan fund enables the bank to
respond quickly, which is the most important element
since the community group is often facing an immediate
problem. Funds extended are generally not substantial,
but the problem-solving capability of the fund is.
Since 1980, the Fund has loaned over $160,000 to:

Columbia/Savin Hill Neighborhood Housing Services,
Inc., Dorchester,

Dorchester Bay Economic Development Corp., Dorchester,
Dorchester Gardenlands, Dorchester,
Federated Dorchester Neighborhood Houses, Inc.,

Dorchester,
Fields Corner Community Development Corp., Dorchester,
Growthways, Inc., Newton and Holbrook,
Historic Newton, Inc., Newton,
Hyde Park Development Corp., Hyde Park,
Living in Dorchester, Inc., Dorchester,
Mason-Rice P.T.A., Newton,
New Cornerstone Baptist Church, Mattapan,
Symphony Area Renaissance, Inc., Boston,
Village Pre-School, Inc., Roslindale and
We can Neighborhood Improvement Association,

Roxbury.

c. Interest Reduction Payment Program

The bank has agreed to grant home improvement loans
to owners of properties in targeted neighborhoods of
Boston under a special subsidized interest-reduction
loan program funded by a Community Developmint Block
Grant frbm H.U.D. and administered by the City of
Boston, Mayor's Office of Housing. Under the terms
of the agreement, Mutual Bank will grant FHA Title I
property improvement loans at a rate 1% below the
prevailing market rate. The loan proceeds combined
with the Block Grant can reduce the cost of borrowing
significantly.

-5-



4, Neighborhood Housing Services, Inc. (NS)

NHS is an organization of area residents, b *

and city officials dedicated to improving exist:'
housing stock in Boston. NHS is presently coz uiv
to the Columbia-Savin Hill, Mission Hill and Mt.
Bowdoin-Glenway sections of Boston. Mutual Dank
has been a contributor to NHS to help defray itWs.
operating costs and has committed to make mor...
loans on properties rehabilitated under NHS's
vision. The bank has representation on the NUB *01]
of Directors.

e. Boston Housing Partnership

The Boston Housing Partnership was organized to
rehabilitate approximately 800 deteriorated and ,vspt 4
housing units within the City of Boston and to mae th,e
rehabilitated properties available to low and mo4ii ate
income residents. Mutual Bank provides financial -Upport
to the partnership, and the bank's president is a mex' of
the BHP Board of Directors.

f. Massachusetts Mortgage Review Board

Mutual Bank participates in this voluntary program
whereby denied mortgage applications are eligible for
review by independent boards composed of community
representatives and bankers. The purpose of the program
is to ensure the ability of mortgage credit without
discrimination on the basis of neighborhood or location.

g. Massachusetts Business Development Corporation_.(MBDC)

Mutual Bank has been involved for many years with
MBDC, a venture which lends the pooled capital of the
state's banks and insurance companies to small businesses.
This program has been responsibile for the creation ot
maintenance of several thousands of jobs in the Commonwealth.

h. Education Loans

Mutual Bank continues to be one of the leading lenders
in the Student Loan Program in Massachusetts. In 1983,
the bank granted over 2,300 student loans totaling over
$6 million.

-6-
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$, !.; W-'teral Councll/Madiso .a;

MUtual ank in k business partne 40 t
#;hSchool through the Tni-Lateral C

tdlication. The bank provides job in tertlw wo "k
for parents, as well as suner jobs for,,
Mu'tual Bank staff members help to prepae #
car*ers in the business world through rt
eareer days and job readiness workshops at ....
High School. Mutual Bank's Foundation pr
scholarship to a Madison Park student and su
program to acquaint students and parents wit
an alternative education program at Madison Par
School.

j. Humphrey Occupational Resource Center

Mutual Bank is represented on the Banking Advior'y
Council for the Humphrey Occupational Resource Ceato*,
a skills training school opened in September 19801 to
prepare Boston Public School students for entry level
and long-range employment.

k. Officer/employee community involvement

Mutual Bank encourages its officers and employees
to participate as members, volunteers, officers and
directors involved with civic, social, cultural, busi-
ness and professional organizations. Such participation
provides a valuable link between the bank and the com-
munity it serves. The bank regularly accomodates
,participation by its officers and employees in such
activities during regular working hours. As of Marh
1, 1985, 37 officers and employees reported affiliations
or activities with over 100 organizations.

-7- 4.tc,#W
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Re: MUR 1998
Mutual Bank
Keith G. Willoughby

Dear Mr. Scott.:

On May 8, 1985, the Commission found reason to believe that
your_ clients htd violated 2 U.S.C. S 441b (b) (3) (C), a provision
of the Federal Ulection Campaign Act of 1971, as amendo d ("the
Act*) in connection with the above referenced MUR. lowever,
after considering the circumstances of this matter, on
1985, the Commission determined to take no further action and
close its file.

The file in this matter will be made part of the public
record within 30 days. Should you wish to submit any materials
to appear on the public record, please do so within 10 days.

If you have aiy questions, please direct them to George
Demougeot, the staff member assigned to this matter at (202) 523-
4000.

Sincerely,

!i

I
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FEDERAL ELECTION COMMISSION
WAASHINCTON. D C. 20463

The Commission

FRON:

SUBJECT:

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counse

Withdrawal of General Counsel's Report
MUR # 1998
Respondents: Mutual Bank and

Keith G. Willoughby, as President
of Mutual Bank

The Office of General Counsel withdraws the General
Counsel's Report in MUR 1998, because of a factual misstatement.
A corrected version is being recirculated.
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

'~V4 M~

MEKORAMW

TO:

FROM:z

DATE:

SUBJECT:

Office of the Commission Seoretary

Office of General CounselPA

August 29, 1985

MUR 1998 - Memo to the Comission to Withdraw

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

[X)I]
I]

II]
I][ ]
I ]

[ I

DISTRIBUTION

Compliance

Audit, Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)
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FEDERAL 'ELECTION C0MMMS'ON,WASHINND.C. 20463:

Amos Hugh Scott, Esquire
Choate, Hall & Stewart
Exchange Place
53 State Street
Boston, Massachusetts 02109

RE: IbUR 1998,
Mutual Bank
KeithG. Willoughby

Dear Mr. Scott:

This is in reference to your letter dated Jiiue 10; 198s,
requesting a stay of proceedings until after the 4th of JOY.
weekend. The Commission does not grant stays of prooe .aigs.
However, we will delay mailing out briefs in this mtte'r until
after July 8, 1985. At that time, please contact George
Demougeot, the staff member handling this matterp at (202) 523-
4000, to discuss this case further.

Sincerely,

Charles N.
GenefaTiC

By
Associate

fl~
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George Demougeot, Esquire,
General Counsels Offio
Federal Election ComMisiz' ..
Washington, D.C. 2046

Re: Matter Conoe kutua Rn 14.0

Dear Mr. Demougeot:

This letter will 'f 6110w '"u pOnLers $'Oh 22,p P
which I telephoned your 1b~i W~ Aid'614ring
letter of May 24, 19 85 about:, nthe referenced 'a'

You indicated that, having r eceived our ,et tra.

Counsel's investigation was, or all, practical pu *1W 44dand that you were in the proess of preparing a b to
Commission, recommending a finding of probable "a.s# tQ conclude
that a violation had occurred. You further indicated that the

r procedural avenues open to us at this point were either t Xrequest
pre-probable cause conciliation or to allow the probable cause
process to go forward and submit our response in due course. I
indicated that I would discuss the situation with the Bank and
get back to you.

My initial letter tQ you urged • that no further proceedings
by the Federal Election Commission were warranted concerning this
situation because of the previous criminal disposition entered
into with the United States Attorney here in Boston. The PAC
solicitation memorandum in question dated October 26, 1984 plainly
did not contain the specific language required by 2 U.S.C. S 441b
(b) (3)(C) informing employees of their right not to contribute
to the PAC without reprisal. Hence, it is virtually self-evident
that the memorandum constituted a non-willful violation of the
Federal Election Campaign Act cognizable under 2 U.S.C. S 437g(a)
(5) (A). The thrust of my May 24 letter was not to dispute the
existence of such a technical violation but rather to address the
equities of proceeding with civil enforcement action in view of
the prior criminal disposition of the case.
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iRqr4less of whether probable cause exists, yourQ

i sion plainly retain discretion to determine on
aizOss, equity and the public interest not to pto0

PAtioulor situation. The Federal Election Campaign A
og~nis* that, in the criminal enforcement conteXtf, W

into consideration a prior civil disposition of
iBC, S: 4.37g(d) (3). In the. obverse, situation, n m ly

4 4l enforcement, it certainly must be true that hes
* a prior criminal disposition should weigh heavily in 4
the FEC 's actions.

Indeed, based on discussions with the Department of .. . I,
here in Boston, both concurrent with the criminal di8po4tki-
the Mutual Bank matter back in March and then subsequent ,.
telephone conversation with you last Wednesday, I understand
the position within the FEC general counsel's office is that,
a matter has been appropriately disposed of in criminal foruml.
civil proceedings are frequently deemed unnecessary. As I point.d
out to you in my letter of May 24, William Weld, the United States
Attorney for the District of Massachusetts, has indicated in ti
case that his office regards the criminal disposition as "full' Ind
appropriate settlement of all aspects of the matter," which was
E thoroughly investigated by his office.

My point is twofold: First, in view of the circumstanaesin
this matter -- including the solid background of the Bank as anoutstanding corporate citizen in the Boston community,*/ the fact

that the violation was an isolated one, the fact that no employees
were actually threatened or penalized concerning contributions,~and the fact that the Bank has accepted full responsibility for

O the violation, has admitted its culpability in court, and has
expressed regret to its employees -- the public interest has already~been fully vindicated and fairness and equity dictate no further

0, proceedings against the Bank. Second, as general counsel to the
FEC, your office has the discretion to recommend, and the Commission~has the discretion to determine that no further proceedings are

warranted.

After discussing the situation with the Bank, I respectfully
request that we be given the opportunity to meet with General
Counsel Charles Steele and you and any other appropriate members
of your staff in Washington in order to argue further our case that
your office recommend no action to the Commission. I will be leaving
the country on June 19 and will not be back in the office until
after the 4th of July weekend, and I would be available to meet
with you at some point later in July. In the interim I request
that you either grant or seek from the Commission a stay of pro-
ceedings until we can discuss this matter further.

In order to provide you with information about the background
of Mutual Bank and, specifically, its community-oriented programs
and involvement, please find enclosed a "Corporate History."
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Finally, I request that you bring this matter and our reqest
for a meeting to the attention of Mr. Steele, the General Couge2.

Mutual Bank and I have endeavored to respond promptly and
fully to your inquiry concerning this matter, and when I return-to
the office in July, I will promptly address it again. In the in-
terim, I would appreciate your respecting my absence from the country
by not proceeding with matters during that time. Thank you for your
courtesy on the telephone last Wednesday.

OSincerely yours,

V)

C)

Amos Hugh Scott

AHS/mlv
Enclosure



Mut~al Dnk fab

Mutual Bank fsb 4s a mutual savings bank opetad
fq4eral charter granted by the Federal Home Loan.,-a
United states Supreme Court has defined a mutual sav4,i
follows:

An institution in the hands of disinterested
the profits of which, after deducting the ne * j
expenses of conducting the business, inure WhU4"
to the benefit of the depositors, in dividends ' "n
a reserved surplus for their greater security.".

A copy of Mutual Bank's charter is attached as Exhibit A.

Earnings from investments made by Mutual Bank (after deduction
of expenses, taxes, and reserve funds required for the Members'

protection) are for the benefit of Members and are paid to them
as dividends.

Mutual Bank provides its depositors and customers .a wide
range of banking services, including NOW accounts, savings
accounts, term and certificate deposits, home mortgage loans,
consumer loans, small business and commercial loans, retirement
accounts, and brokerage services.

Mutual Bank serves customers in the greater Boston area,
from downtown Boston to Stoneham in the north, Framingham on
the west, and Stoughton on the south. The bank's main office is
located at 45 Franklin Street, Boston, and it has 21 branch
offices throughout the greater Boston area, as listed in the
"Statement of Condition, December 31, 1984," Exhibit B herato.

Corporate governance and employees

As a mutual savings bank, Mutual Bank has no stockholders.
All depositors are considered Members of the bank, and it is run
solely for the benefit of the Members and the communities it
serves. The bank is governed by a Board of Trustees, elected by
the Members, which meets quarterly, and directed by an Executive
Committee of Trustees, which meets bi-weekly. The twenty-eight
Trustees, including the seven members of the Executive Committee,
as of February 26, 1985 are listed in the "Statement of Condition,
December 31, 1984," Exhibit B hereto.

As of February 26, 1985, the bank had 450 officers and
employees, broken down as follows: 65 officers (whose names
are listed in the "Statement of Condition, December 31, 1984,"
Exhibit B hereto); 310 full-time, non-officer employees; and 75
part-time, non-officer employees.
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MUtUas: ) for Savings and * k r

~t eoes~ohartered as a f a,~ '~~an~
Sout woe Qf its corporate owt~ ~Q8

Mat~b 1029 savings Institution
chartered in the,,
Constitution -of -the
Newton Temperance
Society & Lyceum

June, 1831

March, 1833

1842

March, 1874

May, 1957

October, 1957

1974

August, 1981

May, 1983

Incorporated as
"Institution for
Savings in the Town
of Newton"

Organixed as' 'S'tso k
Savings Bank fr 'eamenz

Named change 4 to -6Uffolk

Savings Bank or Seamen
Others"

Name changed to
"Newton Savings Bank"

Merged with Newton

Centre Savings Bank

Merged with Franklin
Savings Bank of the
City of Boston

Name changed to
"Mutual Bank for
Savings"

\ Lerged as c
"Mutual Bank
for Stvings"

Became federally
chartered as
"Mutual Bank fsb"
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~imnialcondition ,

Highlights of Mutual Bank's fina ncal1, .-o ition as Of ,r YOU
ernd 1984 and 1983 are as follows:

Year vining '"cembet,

(in thlousaiids)

Deposits $1,174,368 $1,132,040

Mortgage Loans 670,120 647,626

Total retained earnings 63,825 65,628

Net loss before
extraordinary credit (2,143) (2,353)

A copy of the bank's "Consolidated Financial Statements, December
31, 1984 and 1983" is Exhibit C hereto.

'0O Bank' s mission

Mutual Bank's mission is to provide a broad range of banking
and financial services to its customers and to earn a reasonable
profit for doing so. This represents the bank's best, long-term,

Ln means to fulfill its concept of corporate responsibility to its
depositors, other customers, the communities it serves and its

o employees. It is, therefore, the bank's goal to provide:

l.. quality service and products that are competitively
oD priced so that its customers desire a continued relation-

ship with the bank and become a resource for development
L of new business;

CO 2. social and economic leadership to the communities the
bank serves including support for long-term development
and job-creating activities to the highest degree
possible, consistent with the bank's need to generate an
adequate return on its investment;

3. reasonable profits and growth relative to the bank's
efforts, industry and markets; and

4. fair compensation, good working conditions, and career
development opportunities for each of the bank's
employees.

-3-
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Implementation of the bank's mission

During the last decade, Mutual Bank's officers have
leaders in the effort to amend banking laws so that thrift ik -
stitutions may offer a wider range of competitive services to
depositors and consumers, and the bank has actively taken,-,,-
advantage of new opportunities to expand such services. .'',

the bank has come to offer (for example) NOW accounts, r" a44MRJ& nt -
accounts, variable rate deposit accounts, and brokerage slriSd!a~ws

On the lending side, Mutual Bank during the last decade
has demonstrated a strong commitment to residential mortgage
lending: roughly 53% of its assets were in mortgage loans at
the end of 1984. The bank has given particular support by its
lending policies to urban neighborhood redevelopment project •
by individual owners, owner-occupants, and small-scale community-
based developers. These efforts have been in areas such as
Dorchester, Hyde Park, Fields Corner, Columbia/Savin Hill and
the Fenway, areas which, although they do not represent the
deposit base of Mutual Bank, have in the past been the vidtims
of the reluctance by some banks to invest in community redevelop-
ment.

In addition to its ordinary banking activities, Mutual .ank
has engaged in a number of unique community-oriented programs,
including:

a. Mutual Bank Foundation

For years prior to their merger in mid-1981, both
o Mutual Bank for Savings and Suffolk Franklin Savings

Bank had engaged in annual contribution programs to
Tr -charitable, civic, cultural and educational organiza-
0D tions. Shortly after their merger, the Mutual Ban,

Foundation was created as a trust in November 1981,
Lo) to make grants to charitable organizations. Despite

the bank's operating losses throughout the period, funding;
00 to date has been given exclusively by Mutual Bank, as

follows:

11/81 - 10/82 $52,600
11/82 - 12/83 57,500

1984 57,500

In the future, the trustees will welcome contributions
from other interested parties. The Foundation supports
those programs which improve the quality of life of
neighborhoods and communities and promote the ability
of people to work. Priority is given to those programs
which serve communities in which the bank has branches
and/or significant investments. Organizations receiving
support from Mutual Bank Foundation in 1984 are listed
in its "Financial Statement, December 31, 1984," Exhibit
D hereto.
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c. Interest Reduction Payment Program

The bank has agreed to grant home improvement loans
to owners of properties in targeted neighborhoods of
Boston under a special subsidized interest-reduction
loan program funded by a Community Developmint Block
Grant from H.U.D. and administered by the City of
Boston, Mayor's Office of Housing. Under the terms
of the agreement, Mutual Bank will grant FHA Title I
property improvement loans at a rate 1% below the
prevailing market rate. The loan proceeds combined
with the Block Grant can reduce the cost of borrowing
significantly.

-5-

b. Mutual Bank Revolving Loan Fund

Mutual Bank's Revolving Loan Fund is an outgrowt .
of its contributions policy. It became clear that
there was a need to help solve relatively short-teri "
immediate financial problems of community groups,,th~t'
did not fall under the bank's traditional finaono'a-t 

.
Ience, the Revolving Loan Fund was established i.
to assist community groups that were unable to obt$ -

short-term financing under traditional lending cr!ti*.
The loans are usually repayable within one year and
are written at below-market interest rates. Having an
established revolving loan fund enables the bank to
respond quickly, which is the most important element
since the community group is often facing an immedi-te
problem. Funds extended are generally not substantial,
but the problem-solving capability of the fund is."
Since 1980, the Fund has loaned over $160,000 to:

Columbia/Savin Hill Neighborhood Housing Services,
Inc., Dorchester,

Dorchester Bay Economic Development Corp., Dorchester,
Dorchester Gardenlands, Dorchester,
Federated Dorchester Neighborhood Houses, Inc.,

Dorchester,
Fields Corner Community Development Corp., Dorchester,
Growthways, Inc., Newton and Holbrook,
Historic Newton, Inc., Newton,
Hyde Park Development Corp., Hyde Park,
Living in Dorchester, Inc., Dorchester,
Mason-Rice P.T.A., Newton,
New Cornerstone Baptist Church, Mattapan,
Symphony Area Renaissance, Inc., Boston,
Village Pre-School, Inc., Roslindale and
We can Neighborhood Improvement Association,

Roxbury.



.• Neighborhood Housing Services, Inc. (NH,)

NHS is an organization of area residents, btnkr , ,
and city officials dedicated to improving exittin ,
housing stock in Boston. NHS is presently cowdttOd
to the Colwubia-Savin Hill, Mission Hill and Mt.
Rowdoin-Glenway sections of Boston. Mutual Bapk
has been a contributor to NHS to help defray its ,
operating costs and has committed to make mortg. .
loans on properties rehabilitated under NHS's pS..vision. The bank has representation on the NHS -
of Directors.

e. Boston Housing Partnership

The Boston Housing Partnership was organized to
rehabilitate approximately 800 deteriorated and vacant
housing units within the City of Boston and to make the
rehabilitated properties available to low and moderate
income residents. Mutual Bank provides financial support
to the partnership, and the bank's president is a member of
the BHP Board of Directors.

f. Massachusetts Mortgage Review Board

Mutual Bank participates in this voluntary program
whereby denied mortgage applications are eligible for
review by independent boards composed of community
representatives and bankers. The purpose of the program
is to ensure the ability of mortgage credit without
discrimination on the basis of neighborhood or location.

g. Massachusetts Business Development Corporation_ (MBDC)

Mutual Bank has been involved for many years with
MBDC, a venture which lends the pooled capital of the
state's banks and insurance companies to small businesses.
This program has been responsibile for the creation or
maintenance of several thousands of jobs in the Commonwealth.

h. Education Loans

Mutual Bank continues to be one of the leading lenders
in the Student Loan Program in Massachusetts. In 1983,
the bank granted over 2,300 student loans totaling over
$6 million.

-6-



Tri-Lateral Council/Madison Park ,gh SON.

Mutual Bank is a business partner with M&,
High School through the Tri-Lateral Coci

* -. Education. The bank provides job inte rVi w9Z*
for parents# as well as summer jobs for s*tu4 t

, MutualBank staff members help to prez 6,i

careers in the business world through pa c l

career days and job readiness worksho at
High School. Mutual Bank's Foundation provi a
scholarship to a Madison Park student and supp;* l,&
program to acquaint students and parents with Homwft*4 ":
an alternative education program at Madison Park Hi5.*
School.

j. Humphrey Occupational Re'source Center

Mutual Bank is represented on the Banking Advisory
Council for the Humphrey Occupational Resoure 

Cezter,
a skills training school opened in September 1980,-to
prepare Boston Public School students for entryt level
and long-range employment.

k. Officer/employee community involvement

Mutual Bank encourages its officers and employees
to participate as members, volunteers, officers land
directors involved with civic, social, cultural', busi-
ness and professional organizations. Such participation
provides a valuable link between the bank and the com-
munity it serves. The bank regularly accomodates
participation by its officers and employees in such
activities during regular working hours. As of Marh
1, 1985, 37 officers and employees reported affiliations
or activities with over 100 organizations.

-7-
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May 24, 1985

John Warren McGarry, Chairman

Federal Election Commission
Washington, D.C. 20463

Re: Matter Concerning Mutual Bank, MUR 1998

Dear Sir:

This law firm represents Mutual Bank and its president,

Keith G. Willoughby, in connection with the matter pending

before the Federal Election Commission as MUR 1998. Please see

the enclosed executed 'Statement of Designation of Counsel.'

This letter responds to your letter of May 15, 1985,

informing the bank of your investigation and indicating that

the bank could submit relevant factual or legal materials for

consideration by the Commission within ten days of the receipt

of your letter.

The bank wishes to provide the Commission with some

detailed factual background concerning the subject of your in-

vestigation and to explain why we suggest that further proceed-

ings by the F.E.C. are not warranted, given the circumstances

of this matter.
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,A.
rn~.
Background: conceoming ut a ak

and, hrif CPAC ,

ThriftPAC is a federal political action -coom e. eitb

liahed by the National Association of Mutual Baviigs onks.,

rMasachusetts ThriftPAC is its state-I c:€oun terpai, #t

S lished by the Savings Bank Association of Massachuse t.' ,4

political action committees annually conduct 
fund raising

drives in which most savings banks both at the state and

national level participate.

For the last several years, Massachusetts ThriftPAq has

during the late spring of each year mailed a solicitation let-

ter and brochure directly to the individual officers of the

various savings banks throughout the state. Exhibits 1, 2, 3,

4 and 5. The Massachusetts ThriftPAC brochures follow a sim-

ilar general format, soliciting funds not only for Massachu-

setts ThriftPAC but also for the national ThriftPAC and

indicating that checks for both committees may be forwarded to

Massachusetts ThriftPAC, which will in turn forward the

national checks on to the national ThriftPAC.

A number of Mutual Bank's officers each year responded

directly to the spring Massachusetts ThriftPAC solicitation

letter, sending their contributions to the political action

committee. In addition, Mutual Bank itself has each year

supported the solicitation of funds from its officers by both

Massachusetts ThriftPAC and the national ThriftPAC. Although

-2-



.si*nior management at the bank was-advised of the ag.re 1

totals of contributions, pursuant to bank policy te 0a~t

administrator held the names of individual contribu:tot.0 4* .

dbntiaI and senior management was unaware of which, fc4 ., 4

given. This policy of confidentiality for donors was, 61 _r 3

communicated to the bank's officers.

The 1984 Massachusetts ThriftPAC letter to individual b"nk:

officers was dated May 9. Exhibit 4. On August 15, 19i4,

Mutual Bank's senior management addressed an in-house memor anl,.

dum to all officers concerning the fund drive. Exhibit 6.

Officers were "encouraged" to support these committees and were

told that 'Names of contributors will be kept confidential."

On October 26, 1984, a follow-up memorandum prepared by the

bank's president, Keith G. Willoughby, was circulated to the

officers. Exhibit 7. The memorandum contained a decidedly

energetic importuning for contributions. As a result of the

1984 campaign, Mutual Bank officers contributed a total of

$1,532 to the two ThriftPACs, roughly 13% less than had been

contributed in 1983, 22% less than 1982, and 59% less than in

1981.1 The 1984 contributions to federal ThriftPAC were

1/ ThriftPAC contributions from Mutual Bank officers for 1981
Through 1984 were:

National Mass.
ThriftPAC ThriftPAC TOTAL

1981 $754 $3006 $3760

(Footnote Continued on Next Page)
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*7$Oof Ahi ch $28l 50 was donated 'af ter "the O&tob*r2
em r m. -- = .. .! ".. ii

oN Mutual Bank representative has ever conducted..a grOu

M,i0ng of employees to solicit funds or engaged in f aceto

face pqrsonal solicitation. atual Bank has never in n tab9.
ion advised any officer or employee that failure to contribute

would result in any type of reprisal, discrimination, or

adverse employment effect. In point of fact, no Mutual Bank Aq ,

employee has ever suffered any adverse employment consequence

as a result of his or her decision not to make a contribution.

Bank policy has always been not to compel or coerce any

employee into contributing to any cause or fund which he or she

does not personally and voluntarily support -- including the

United Way.

Indeed, senior management of the bank was not in a position

to have penalized non-contributors, because the representations

of confidentiality made to officers were scrupulously adhered

to. Although the "ThriftPAC coordinator" was the bank's oper-

ations officer, in practice his secretary served as administra-

1/ (Footnote*Continued From Previous Page)

1982 $895.50 $1069.50 $1965

1983 $823 $ 932 $1755

1984 $475.50 $1056.50 $1532

-4-



Ie.

tar for the program. it was she who received all of the 00

tbtion checks which employees coet ot hog ~

bank, as opposed to mailing in directly. Although the ch60k

wee generally addressed to her boss, the bank's operatio.,

officer, his practice was to refer the checks, frequl0 Y i

tunopened envelopes, directly to her. She then held the checks,

making note of them on a contemporaneous chronological log,

until she had assembled a large enough number to transmit to

the state ThriftPAC.2 She then prepared the transmittals of

checks to Massachusetts ThriftPAC. She clearly understood from

41 senior management of the bank, both the president and vice-

chairman, that they absolutely did not want to know the names

of individual contributors. Although Mutual Bank desired to

encourage participation in the ThriftPAC program, 
the bank's

statement to its officers of confidentiality was 
consistently

oD adhered to.

Background concerning the October

oD 26 Memorandum

t/n The October 26 memorandum, although decidedly strong in

tone, was not -- when viewed against the context in which it

2/ Her handwritten list, maintained by her on her own
Tnitiative and for her own convenience, is the only listing of
contributors. This list was never shown to senior management,
or even to her boss. Hence, the suggestion on page 2 of the

F.E.C. "General Counsel's Factual and Legal Analysis* that "the

bank kept a list of who contributed" is misleading.

-5-



was :sent "mapinConsistent w1ith the bank.'s f irml
"neoecive.The MMOCO~yusf'4 4Ao

tiona be, voluntayndn cocve Thmeoau V IQ

0addeossed to the p*lic at large, and many fators, il ddiLng".

th i aet of it auhor, the circu'mstances unhe v J~o tws

~ropc"d, 'he evrnnt 'at the bank, agis bC.4.a

:received by the officers, the reactions of speciido i$J l t a

o ficerst and the actual success rate of the resipone0, must be

considered to put the memorandum in context.3 .

3/ The principle that written words, no matter how facially
unequivocal, can only be truly understood by placing them in
the context of their surrounding circumstances is deeply rooted
in our jurisprudence. As Professor Corbin has written concern-

tO ing the venerable art of contract interpretation:

). . •A *normal speaker of English* (or of
Sanskrit) could give it no meaning without
knowing surrounding circumstances. ...

0
• it can hardly be insisted on too often

or too vigorously that language at its best
is always a defective and uncertain instru-
ment, that words do not define themselves,

In that terms and sentences in a contract, a
deed, or a will do not apply themselves to

CO external objects and performances. ...
Therefore, it is invariably necessary,
before a court can give any meaning to the
words of a contract . . ., that extrinsic
evidence shall be heard to make the court
aware of the *surrounding circumstancese
including the persons, objects, and events
to which the words can be applied and which
caused the words to be used.

3 A. Corbin, Corbin on Contracts 16, 27-28 (1960).
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since the creation of Mutual Bank in 1981, its president',

has been dedicated to developing a forward-thinking,

aggressive, and competitive environment at the bank. As. ap'0t

of this approach, he has endeavored to encourage a triong a

of two-way communication between junior officers and senor:

management. He has sought to encourage the view that, while he

is a person of strong opinions and direct communication, he

desires and expects the same back to him from lower level 'man-

agers, A concrete example of the president's efforts to

encourage this type of management interchange and atmosphere is

0' the fact that, during the fall of 1984, the president partiiai-

pated in a series of informal wine and cheese meetings with the

bank's junior officers, meeting with them a few at a time over

a period of weeks. The purpose of this program was to

in communicate directly the philosophy that individual officers

o) were expected to stand up and speak their minds on management

47 issues affecting the bank, that people would not be penalized

C)
for failing to *adhere to the party line,' and that the bank

LI)
would be a better and stronger institution as a result of suchCo
dynamics. It was against this background that the October 26

memorandum was distributed to the officers.

Shortly before October 26, Mutual Bank's president had

attended a bankers' trade association function, at which the

comment had been made to him that Mutual Bank's 1984 contribu-

tions were lagging behind prior years. As a result, the presi-
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aimt roughed out a draf t of, the October 26 memorand. R

t d -Aft by the vice-chairman who suggested some revisn#-,

,nd *,ent out the final memorandum on October 26 over "his ;O Ow

name.o ws absolutely unaware of the requirement' Af 2 U ..

- 44(tbO ib)(3)(C) that his memorandum contain a soecific stAe.

ment that the employees had a right to refuse to contribute

without any reprisal. The draft memorandum was not discussed

with or reviewed by the bank officers ordinarily connected with

the ThriftPAC program. It was not drafted and disseminated

following procedures which would ordinarily apply to a document

addressing a technical or potentially sensitive area.

In using phrases such as the notion that each officer

ishould--must--consider' it a part of the "positions to contri-

bute and that the response rate to date was "unacceptable,' the

president was expressing himself in the vigorous and enthusias-

tic style which he believed would be understood by the officers

of the bank in the context of his clear philosophy that each

individual officer is expected to stand his or her ground and

to express freely his or her differing views. The word 'must"

was inserted as a stylistic flourish to emphasize the word

'should' and was not intended to alter the precatory or

exhortative notion of 'should" into a mandate. The word 'posi-

tion" (as opposed to 'job") was used to place the appeal in the

context of one addressed to individuals who by virtue of their

office were a part of the banking profession (as opposed to an

-8-
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appeal directed to individual employees in relitioi to

employment by a particular bank). The language".as. int.

.,a vigorous appeal to a group of savings bankers - &S -..
job-related directive to Mutual Bank employee-. -E_ d "* 'K "

Is a great teacher, and in retrospect it is cleat that 04he>

energetic wording of the October 26 memorandum is certai I"

open to misconstruction. However, from the author's ppfton of

view, the memorandum was absolutely not intended to impose.a

requirement of a contribution on peril of reprisal.

The response of the bank officers who received the memotan-

dum is instructive. Reactions of officers ranged from

amusement at the memo, to anger and upset at its tone, to dis-

missal of the memorandum as nothing more than a typical over-
°

enthusiastic importunation from the front office intended as a

reminder of the campaign. A number of officers regarded the

October 26 memorandum as nothing more than a reminder memo and

contributed after receiving the memorandum because they had

given in prior years and fully intended to give in 1984. These

officers gave not because they were threatened by the memoran-

dum, but because it served as a reminder. Other officers of

the bank were. sufficiently put off by the tone of the memoran-

dum that they indeed determined not to give to the ThriftPACs

4/ In this regard, it is noteworthy that the October 26 memo-
randum was addressed only to wAll Officers of Mutual Bank,' not
to the 500-odd employees at large.
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at all in 1984. Some of these officers had in fact donat d Jk

ThriftPAC in prior years. Indeed, as noted above, the

1984 response to the ThriftPACs, even after the October 2 6

ujemo, was substantially less than it had been in prior,

hardly evidence that the bank's officers were intimidated 
,

coerced.

The present o.E.C. proceedings

The October 26 memorandum has been reported in the pre*4

investigated by the Federal Bureau of Investigation, dealt with

in a criminal prosecution, and now made the subject of an

F.E.C. enforcement action. Under these circumstances, Mutual

Bank respectfully submits that, in light of all the circum-

stances, no further F.E.C. enforcement proceedings are

necessary or appropriate.

It is plain from the face of the October 26 memorandum that

the document does not contain the advice to employees of their

right to decline to contribute without any reprisal as specifi-

cally required by 2 U.S.C. S 441b(b)(3)(C). Hence, were it not

for the prior resolution of this matter by the U.S. Attorney

for the District of Massachusetts, this case would appear to be

appropriate for resolution by conciliation under 2 U.S.C.

S 437g(4) and (5)(A).5 However, after thorough investigation

5/ Disposition under 2 U.S.C. S 437g(5)(B), which deals with
fknowing and willful* violations, would be inappropriate
because Mr. Willoughby was unaware at the time he wrote the

(Footnote Continued on Next Page)
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bf the matter by the government, Mutual Bank agreed to .4 ' ,

_tempnt by way of a plea to a criminal information.

Ohibit 8, On March 29, 1985, the bank paid the maximum Uf4ie

of *25,000.6 Exhibit 9. The U.S. Attorney, after careful,:

.valuation of' the entire situation, has formally gone on !r 46r r ";.

that "he 'views the disposition contained in [the plea agree-

ment] letter as constituting a full and appropriate settlement

of all aspects of the matter which is the subject of this In-

formation.* Exhibit 8, emphasis supplied. I understand that

5/ (Footnote Continued From Previous Page)

aOctober 26 memorandum of the specific requirements of
2 U.S.C. S 441b(b)(3)(C) and the memorandum was not
sent with the requisite '. . . 'defiance,' or
'knowing, conscious, and deliberate flaunting [sic]'
of the Act,' National Right to Work Committee v.
Federal Election Commission, 716 F.2d 1401, 1403
(D.C. Cir. 1983), for a 'willful" violation.

6/ The judgment in United States v. Mutual Bank, Crim. No.
T95-086 (D. Mass. Mar. 29, 1985), will not bind or collaterally
estop either the bank or Mr. Willoughby in any subsequent civil
litigation. Cf. Bower v. O'Hara, No. 84-3400 (3d. Cir.
Apr. 17, 1985)-[53 U.S.L.W. 2541] (guilty plea in assault case
not binding in subsequent civil litigation); Wright v. Comm~r
of Internal Revenue, Tax Ct. No. 84-41 (Tax Ct. Apr. 8, 1985)
[53 U.S.L.W. 2516] j(tax crime conviction does not establish
fraud for civil purposes). As to the bank, collateral estoppel
does not apply because no issue relating to the October 26
memorandum was "actually litigated' in the criminal case, since
it was resolved by a plea. Restatement (Second) of Judgments
SS 27, 85 and Comment e to S 27 (1982). With respect to
Mr. Willoughby, collateral estoppel does not apply for the
additional reason that he was not a party to the criminal
case. Id. at SS 27, 85 and Comment a to S 27. The suggestion
in the ?ootnote on page 2 of the F.E.C. "General Counsel's
Factual and Legal Analysis" that Mr. Willoughby was a defendant
in the criminal case and admitted guilt therein is not correct.

-11-



?.E.C. practice has been not to pursue civilly .att ,,

wlich have been disposed of criminally.

The bank and Mr. Willoughby fully recognize tha't W01,
. 0 *r 26 memorandum was too strongly worded, and ....

jIf #Willoughby has candidly acknowledged this and bit

.gret over the matter to the bank's employees. ZnVa Ma; ch,

S19 85 memorandum (Exhibit 10), he wrote:

In retrospect, the wording of the memo
was too strong, and I didn't know I was

* ,required to include a disclaimer emphasizing,
that under federal law everyone had a right
to refuse to make contributions to the
industry-wide political action
committee. . .

No senior officer of the bank ever knew
who contributed and who did not. This poli-
cy of confidentiality had been expressed
repeatedly to the people addressed by the
memo .. . Senior management of Mutual
Bank have always been opposed to any effort
to force people to contribute to any cam-
paign, even one as worthy as the United
Way. It was certainly not my intention to
compel any officer to contribute against his
or her principles. To do so would have
violated my deepest held beliefs about the
moral necessity of respecting such princi-
ples.

• .The Bank's and my personal coop-
eration [with the federal investigation] was
based on the fact that we give total and
unqualified support to the spirit and sub-
stance of the federal and state election
laws that seek to protect employees from
being forced on threat of reprisal to con-
tribute to PACs or individual candidates.

-12-



I hope it goes without saying bthat t.
regret that all of this happened, and I'm
truly sorry if anybody whO received thb .mO
was offended by the ton6 or, even more, i*
terpreted it as threatening.

Bank policy has always been that contributions shoul4 be

*strictly voluntary. At the time Mr. Willoughby wrote the-

October 26 memorandum, he did not intend it to be coercive anrs 4.

he was not aware of the requirements of S 441b(b)(3)(C) con-

cerning a non-reprisal statement in the memo.

Under these circumstances, justice has been fully served by

the criminal disposition of the matter in U.S. District Court

in Boston, and we respectfully submit that the F.E.C. should

Odiscontinue the present proceedings.

Sincerely yours,

Amos Hugh Scott
Ln

AHS/mlv
Enclosures: Exhibits cited in the text

OWN Statement of Designation of Counsel

-13-



MASSACHUSETTS *" THRIF TPA,'%C ....
50 Congress Slree/Boston MA 021091(617) 742-7970

April 30v 1982 "

Dear Fellow Savings Banker:

Massachusetts THRIFTPAC enjoyed moderate success last Y ,-
raising $25,000 in personal contributions from individuals aU41 .
ated with 96 savings banks. Clearly, broader participation thtough-
out the savings bank industry would have easily permitted us to.
meet or exceed our announced goal of $30,000.

This year is a critical legislative session. The Savings

Banks Association is concentrating its legislative efforts on

two bills - H 74j4, tive to comprehensively revising the

banking laws -!' n#1 2187, providi jjings banks corporate
tax equality. Pa o f these bi re y1tal to the industry.
in view of present economic condit't TE-6 d the continued develop-

ment of deregulated banking markets.

As part of this ambitious legislative objective, all levels

of the savings bank industry are being mobilized statewide to
become active legislatively. One method of political involve-
ment is to provide financial support to worthy candidates.
Massachusetts THRIFTPAC offers an excellent means for concerned
savings bankers to channel their political contributions in the
most effective manner. At timeqrequests for political contri-
butions are met with skepticism or hostility. The basic fact is
that the costs associated with campaigning and remaining In office
are expensive.

All the major industries competing with savings banks, such
as the money market funds and commercial banks, have active political
action committees whose resources can be used to advance a legis-
lative purpose. Therefore, political campaign contributions must
be viewed as a responsibility of all savings bankers who profess
concern with the ndustry's welfare, and not a mere minority who
historically s rced to assume a disproportionate-burden in
this area.

We are striving for 100% participation by savings bankers,
which, with the cooperation of chief executive officers, could
mean involvement by officers, employees, trustees and corporators.
This year more than ever, please use this opportunity to support
the savings bank industry's legislative program. The enclosed
pamphlet provides background information relative to Massachusetts
THRIFTPAC and detailed information on advisory levels of contri-
butions.

-Over-
EXHIBIT 1



**State law prohibits any corporate candidate campaign
contributions and therefore your Massachusetts THRIFTPAC contri-

butions must represent personal funds.
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5oecPT1-RIFTPAPC. :''2"' ~ ~ .1 " 5" Co,',ess C"-.' ' . .9:6 " , 42 7.?" "; ... '

April 5, 1983

Dear Fellow Savings Banker:

Massachusetts THRIFTPAC is the state political action

committee for the savings bank industry. During our first

to years, a number of savings bankers 
generously and faith-

fully supported our efforts. Although we realized some succes
in raising money for political contributions in 

terms of the

industry's potential, our results could have been 
much greatUr

Despite passage of the comprehensive banking legislation

in 1982, there is still the need for further legislation.

Without any doubt, savings banks must receive tax equity 
for

our long-term viability. Massachusetts THRIFTPAC offers an

excellent opportunity to support this initiative.

Political fund-raising is often times looked upon

askance by too many savings bankers. This sentiment ignores

the fact that campaigning for and remaining in public office

is expensive. Candidates need contributions to be successful.

We are striving for 100% participation by savings bankers.

In the past, contributionrave been received from chief 
execu-

tive officers, officers, employees, trustees and corporatorI.

Please get involved and make a contribution to Massachusetts

THRIFTPAC. In order to achieve our 1983 goal of $35,000,

everyone must give their fair share.

The enclosed brochure provides important background re-

garding Masschusetts THRIFTPAC, including information 
on

contributions. The brochure also refers to our coordinated

activities with the separate federal PAC, NAKSB's THRIFTPAC.

Subject to applicable federal tax limits, your contribution

may be eligible for a tax credit.

Sincerely,

Bernard K. Garceau
Chairman

** State law strictly prohibits any corporate political

contributions; therefore, your Massachusetts THRIFTPAC

contribution must represent personal funds.

EXHIBIT 3
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May 9# 1984

Dear follow Savings Banker:
4'

Massachusetts THRIFTPAC is the state political action
k-Aittee created by and for the savings bank industry, tO
aisat candidates who support our legislative objectivs.
During our first three years. more than a thousand savings
bankers generously and faithfully supported our effort*.
Although we realized some limited success in raising money for
political contributions, in terms of the industry's potential.
our results should have been much greater.

Despite the passage of comprehensive banking legislation in
1982P there are a number of legislative objectives which
remain. Without a doubt, savings banks must receive tax parity
for continued long-term viability. In order to continue -our
efforts on the tax parity bill and other progressive banking
legislation. Massachusetts THRIFTPAC needs the total support of
all interested savings bankers.

Political fund raising is oftentimes looked upon negatively
by too many savings bankers. This sentiment ignores the fact
that campaigning for and remaining in public office is expen-
sive. Candidates who support our industry need contributions
to be successful.

During this year's effort, we are striving for 100% parti-
cipation by savings bankers. In the past, contributions have
been received from chief executive officers, officers, employ-
ees, trustees and corporators. Please get involved and make a
contribution to Massachusetts THRIFTPAC. To achieve our 1984
goal of $35,000, everyone must give their fair share.

The enclosed brochure provides important background
regarding Massachusetts THRIFTPAC, including information on
contributions. The brochure also refers to our coordinated
activities with the separate federal PAC, NCSI's THRIFTPAC.
Subject to applicable federal tax limits, your contribution may
be eligible for a tax credit.

Sincerely, /.!

Janet M. Pavliska
Chairman

** State law strictly prohibits any corporate political
contributions; therefore, your Massachusetts THRIFTPAC
contribution must represent personal funds.

EXHIBIT 4
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ISMORANDUM No. 307-84

TO: All Officers

Rr: NCSI and SBAN THRIFTPACS

In this election year particularly# our support of candidates favorable

to banking interests will be of crucial importance. If the political
action committees established by the National and State Associations

are to be effective, however, they need the 
help of all savings bankers.

We encoura you to support these committees and ask that 70% of Yourcontribution be made to -Mssachusetts THRIFrPAC" and 30% to "'RIPTAC'
(separate checks, please). A brochure from Massachusetts THRIFTPAC is

enclosed and includes a contribution form for 
your use. No form is nec-

essary for NCSI THRIFTPAC.

Your entire contribution should be forwarded 
to Dave Donald, who will

act as coordinator for Mtual Bank. Names of contributors will be kept

confidential.

Ln If you have any question on either of these political action committees,

0D please do not hesitate to contact one 
of us.

Thank you for your anticipated response to 
this important effort.

CO Ke * th G. wi lloughbY

2 rald T. Nulligan

8/15/84

EXHIBIT 6



NO Wan '1 V. AI4214

All Officers of Mutual Bank

lrm eitb 0. Willoughby
October 26, 1984

Several months ago, all of you'received an appeal for contributions to the

state and national political action comittees of our industry. This eek I

learned that Mutual ank of ficers have failed by a substantial margin to reach

the goal on either, and in the case of the national Thriftpac, 
have not even

reached the half-way mark. Even worse, only nineteen of the fifty-nine

officers in the bank have contributed.

That is unacceptable. All of you are fully aware of the importance to this

bank of the issues being voted on this year, particularly the state 
tax and

the Central Fund dividend and, I hope none of you is so naive as to think 
that

political contributions--even those from PAC's, despite all of the pious

rhetoric--do not play a vital part in the progress of such matters. 
You must

also know how active Gerry Mulligan and I have been in this area. 
Even if you

give substantially to individual candidates, as Gerry and I do, you 
should, as

officers of this bank, all support the PAC's.

Every single officer of this institution should--must--consider it a part 
of

his or her position to contribute to both Mass. Thriftpac and Thriftpac.

Please send your checks, not later than next Friday, to Dave Donald 
to be

forvarded.

EXHIBIT 7



Amos Hugh Scott, esq.
Choate, Hall G Stewart
Exchange Place
53 State qtreet
Boston, MA 02109

Dear Mr. Scott:

I am writing to confirm our agreement of today
concerning matters pertaining to Mutual' lank, fLb.

The United States, by and through its undorsigned

attorneys, and Mutual Bank, feb, by and through its
undersigned attorney and Chairman of the Board of Directors,
hereby enter into the following agreements:

(1) Mutual Bank, fLb, agrees to plead guilty to a one

count Information (copy attached) charging it with violation

of Title 2 U.S.C. 5S441b(b)(3)(C) and 437g(d).

(2) The United States agrees to recommend to the

sentencing judge a $17,000 fine as the appropriate sentence

against Mutual Bank on this matter.

(3) The United States agrees to bring no criminal

charges, other than the present Information, against Mutual

Bank or its trustees, officers, employees and agents on

account of any violations of Title 2 of the United States

Code regarding the solicitation of contributions for bank

industry political action committees, or based upon any

matter which was the subject of the investigation leading to

the present Information, all through the date of this
agreement.

(4) The United States Attorney views the disposition

contained in this letter as constituting a full and

appropriate settlement of all aspects of the matter which is

the subject of this information.

EXHIBIT 8'
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L_.J WITHOUT COUNSEL However the coutadvised toOUandef aa.,d

...J WITH COUNSEL ...€oU AJ
(Name of 01unsel)
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GUILTY, and the court being satisfied that
there is a factual basis for the plea,

.. L...J NOT GUILTY. D

IUI. I
-my

0 PROBATION
ORDER

SPECIAL
COCONOTIONS

OF
PROBATION

ADDITIONAL
CONDITIONS

OF
PROBATION

COMMITMENT
RECOMMEW.

DATIOK

I.,.JNOLO CONTENDER!, I J

efendant is discharged
GUILTY. .

Defendant has been convicted as charged of the pffense(s) of . ') , *. w,, ,. I6. ,,W t! .' j .4;.j'
viola.ting the Federal I1ectJon CaIgn Act. ±. * ".. Jovicgly_.-ad willfully .oUlJ.itimzlg io, 'Ir

Tiftpac from awloye witoutqnfra0 sadat the time Of. the -@Ucitatone.. Of I ihi~tZ"l'hS. , :ftii!.
to make the contribution thus solicited wthouat fear Ofany reprisal. all .-in. violation of ite2Uited. oCode* Sections 44Tb (b) (3) (C) and 4379 (d).

The court asked whether defendant had anything to say why judgment should not be pronounced. Because no suffl tent cause..to the contrary
was shown, or appeared to the court, the court adjudged the defendant guilty as charged and co.nvictedind d that:

-- -
-

-It

A fine of twonty-five thOusand dollars ,.,($ 2 S.,OOQOO0),,

is to be paid forthwith.
,, .. .. .. ... . .. . , , ....... . o.... ...

In addition to the special conditions of probation imposed above, it is hereby ordered that the general conditions of probation set out on the
reverse side of this judgment be imposed. The Court may change the conditions of probation, reduce or extend the period of probation, and
at any time during the probation period or within a maximum probation period of five years permitted by law, may issue a %ar-a'rt and
revoke probation for a violation occurring during the probation period.

The court orders commitment to the custody of the Attorney General and recommend)

SIGN D BV

U S District judge

SXi u S Magistrate

It is ordered that the Cler .-
a certified copy of thi, luc;" -"
and cornmitm-,t to th "

h 
t
or o!"he? ¢l;(T,~!c:!

cF.[R"ir.) AS

THIS.DATE

( CL( -.
1/7q/Rt; IEXHIBIT 95"'

In the 0resence of the attorney for the govern
the'defendant appeared in person on this date
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12I04MUK no. 111-85

TO ALL EMPLOVEUS

I think we can all agree that in recent weeks the Boston banker's lot ha o
been a happy one.

Butt I am happy to share with you the fact that a conclusion has been vr~e

in the V. S. Attorney's investigation of my October 26, 1986 memo to Mutual 1"nk
officers on the subject of PACs.

in brief, comon sense led us to accept the settlement proposed by the U. S.
Attorney's office. We are awaiting the federal court's final disposition of this
matter which we anticipate will occur next week.

In retrospect, the wording of the memo was too strong, and I didn't know I was
required to include a disclaimer emphasizing that under federal law everyone had a
right to refuse to make contributions to the industry-wide political action coemittee.
Had I known, I would have put it in. It was the absence of such a disclaimer that
led the governmet to suspect that the meo my have been written with a purpose
other than I intended.

Nothing could be further from the truth.

As you know, the recent past has been an extremely difficult period for the
thrift industry. It has been only through an enormous amount of hard work that we

r. have been able to persuade national and state lawmakers to change the regulations
that were denying our customers the opportunity to get a market return on their

Lfl deposits and competitive services they were entitled to expect. It was - and is-

0 my view that we in the industry have a continuing obligation go our customers to see
0 that thrift interests are effectively expressed at the state and national level.

That is precisely what the industry PACs were organized to do, in a completely open
manner. Again, the sole purpose of the October 26th memo was to strongly urge the

C officers of the Bank to consider supporting the PAC's work.

No senior officer of the bank ever knew who contributed and who did not. This

00 policy of confidentiality had been expressed repeatedly to the people addressed by
the memo. Some others, outside the bank, refused to believe that. Instead, the
news focused entirely on a tone of the memo, which admittedly was strong. In part,
this forcefulness was justified in my mind because of the very anonymity and con-
fidentiality of the process here at Mutual Bank. Senior management of Mutual Bank
have always been opposed to any ef fort to force people to contribute to any cempaign,
even one as worthy as the United Way. It was certainly not my intention to compel
any officer to contribute against his or her principles. To do so would have violated
my deepest held beliefs about the moral necessity of respecting such principles.

You should know that the Bank and 1 personally cooperated with the investigation

to the fullest extent at all times because we had absolutely nothing to hide. Further-

more, the Bank's and my personal cooperation was based on the fact that we give
total and unqualified support to the spirit and substance of the federal and state
election laws that seek to protect employees from being forced on threat of reprisal
to contribute to PACs or individual cand~idates.

(over)

EXHIBIT 10
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The above-named individual is hereby designated as My

bounsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

May 24, 1985
Date

RESPONDENT' S NAMI

ADDRESS:

HONE PHONE:

BUSINESS PHONE:

ignaturf 0y P i
Keith G. Willoughby, President

Mutual Bank

Keith G. Willoughby, President

45 Franklin Street

Boston, Massachusetts 02110

(617) 482-7530

OF OOU5LS Amos hUgh SOtt,

53 lta'te $tr

Boston, Massachusetts 02109

33 (617) 227-5020
I I I I II



I_ FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

May 1l , 1985

Keith G. Willoughby, President
Mutual Bank
45 Franklin Street
Boston, Massachusetts 02110

RE: MUR 1998

Dear Mr. Willoughby:

On May 8 , 1985, the Federal Election Commission
determined that there is reason to believe that Mutual Bank and
you, as President of Mutual Bank, violated 2 U.S.C.
S 441b(b) (3) (C), a provision of the Federal Election Campaign Act
of 1971, as amended ("the Act"). The General Counsel's factual
and legal analysis, which formed a basis for the Commission's
finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. You may submit any
factual or legal materials which you believe are relevant to the
Commission's consideration of this matter. Please submit any
such materials within ten days of your receipt of this letter.

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

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 33 437g(a) (4) (B) and 437g(a) (12) (A),



~i G.Willoughby

unless you notify the Commission in writing that you wish the,

~J,6vstigation to be made public.

Z'or..Yu informa tion, we have attached a brief descri''ptio.9ne 4 0miso' poeue for handlin possibl~evoatos
f, ,the Act.i Xf you, have any questions, please contact Ge,

ugtthe staff member assigned to this matter, att' (202)
S3 '-4,000,

so r

Jjo n Warren McGarry
Chairman

U~)

Enclosures
0 General Counsel's Factual and Legal Analysis

Procedures
Designation of Counsel Statement



GENERAL COUNSEL'S FACTUAL AND LEGAL ANAV- S .

MUR NO. 1998

RESPONDENT Mutual Bank
Keith G. Willoughby

SUMMARY OF ALLEGATIONS

An examination of the Mutual Bank, Boston, Massaahusett's ", by

the Federal Home Loan Bank Board ("FHLBB") revealed a!bt', .m "

violation of 2 U.S.C. S 441b. The potential violation! cen es on

a memorandum issued by the President of Mutual Bank, +Keith 0.

Willoughby, to "All Officers of Mutual Bank" concerning• their

"unacceptable" response to a prior appeal to contribute to

Massachusetts Thrift PAC and Thrift PAC. The memorandum stated,

1%0 in part, that "[elvery single officer of this institution

should -- must -- consider it a part of his or her posi'tion to

contribute to both Mass. Thriftpac and Thriftpac." In addition,
Lfl

the FHLBB examiner noted in his report, the bank maintained a0
list of those officers who had contributed to the political

Co action committees and the amount of their contributions.

Id FACTUAL BASIS AND LEGAL ANALYSIS

0 2 U.S.C. § 441b(b) (3) (C) prohibits any person soliciting an

employee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contributewithout any reprisal.

2 U.S.C. § 441b(b) (3) (A) prohibits the political committee

of a trade association from utilizing money secured by physical

force, job discrimination, financial reprisals, or the threat of

physical force, job discrimination, or financial reprisal; or by



-2-

dues, fees, or other monies required as a condition of membership!

in a labor organization or as a condition of employment.

The October 26, 1984, memorandum from Mr. Willoughby to all.

officers of the Mutual Bank fails to inform the officers of thei r

right to refuse to contribute without fear of reprisal. In facti

the language of the memorandum, its tone, and the fact that the

bank kept a list of who contributed to the political action

committees and how much was contributed, suggests the prospect of

reprisals for not making a contribution. Accordingly, the Office

of General Counsel recommends that the Commission find reason to

believe that Mutual Bank and Keith G. Willoughby, as President of

Mutual Bank, violated 2 U.S.C. S 441b(b)(3)(C).*/

*/ On March 11, 1985, a plea agreement was filed in the U.S.
District Court for the District of Massachusetts in which Mutual
Bank and Keith G. Willoughby, as President of Mutual Bank,
admitted guilt to a criminal violation of 2 U.S.C.
( 441b(b) (3) (C).



FEDERAL ELECTION COMMISSION .0
WASHINGTON, D.C. 20463

with 0. Willoughby, President
Mu al Bank
45 Frranklin Street
96ston, Massachusetts 02110

RE: MUR

Dear Mr. Willoughby:

On , 1985, the Federal Election Commission
%o determined that there is reason to believe that Mutual Bank and
K you, as President of Mutual Bank, violated 2 U.S.C.

5 441b(b) (3) (C), a provision of the Federal Election Campaign Act
-%0 of 1971, as amended ("the Act"). The General Counsel's factual

and legal analysis, which formed a basis for the Commission's
r,) finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
an no action should be taken against you. You may submit any

factual or legal materials which you believe are relevant to the
o Commission's consideration of this matter. Please submit any

such materials within ten days of your receipt of this letter.

O In the absence of any additional information which
demonstrates that no further action should be taken against the

Ln Bank and you, the Commission may find probable cause to believe
that a violation has occurred and proceed with conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if so desired. See 11 C.F.R. S 111.18(d).

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A),



~40. y~* E0tify the Coibmission in writing ,tbhat yi it
, ig on to be made public.

'you Altiop. we have attached
_Qe io ha~i~g% 5*

p Avo y quests, paqrw -,0 C
a ff member ass igne to th-i-

Sincerely,

John Warren McGarry
Chairman

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



GENERAL COUNSEL' S FACTUAL AND LEGAL ANALYSI

MUR NO.*____

RESPONDENT Muua Bank i

SUMMY OF ALLEGATIONS

An examination of the Mutual Bank, Boston, MassachUsetts, by

the Federal Home Loan Bank Board ("FHLBB") revealed a potential

violation of 2 U.S.C. S 441b. The potential violation center s on

a memorandum issued by the President of Mutual Bank, Keith G.

Willoughby, to "All Officers of Mutual Bank" concerning their

"unacceptable" response to a prior appeal to contribute to

Massachusetts Thrift PAC and Thrift PAC. The memorandum stated,

in part, that "[elvery single officer of this institution

should -- must -- consider it a part of his or her position to

contribute to both Mass. Thriftpac and Thriftpac." In addition,

the FHLBB examiner noted in his report, the bank maintained a

list of those officers who had contributed to the political

action committees and the amount of their contributions.

FACTUAL BASIS AND LEGAL ANALYSIS

2 U.S.C. S 441b(b) (3) (C) prohibits any person soliciting an

employee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contribute without any reprisal.

2 U.S.C. S 441b(b) (3) (A) prohibits the political committee

of a trade association from utilizing money secured by physical

force, job discrimination, financial reprisals, or the threat of

physical force, job discrimination, or financial reprisal; or by



dui, fees, or other monies required as a condition of me: !

in a labor organization or as a condition of employment.

The October 26, 1984, memorandum from Mr. Willoughby io p4 -.
officers of-the Mutual Bank fails to inform the officers 04~

right to refuse to contribute without fear of reprisal. In -14i ti

the language of the memorandum, its tone, and the fact that the

bank kept a list of who contributed to the political action

committees and how much was contributed, suggests the prospect of

reprisals for not making a contribution. Accordingly, the Office

of General Counsel recommends that the Commission find reason to

believe that Mutual Bank and Keith G. Willoughby, as President of

Mutual Bank, violated 2 U.S.C. S 441b(b) (3) (C).*/

_*/ On March 11, 1985, a plea agreement was filed in the U.S.
District Court for the District of Massachusetts in which Mutual
Bank and Keith G. Willoughby, as President of Mutual Bank,
admitted guilt to a criminal violation of 2 U.S.C.
S 441b(b) (3) (C).



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
M BPreMUR 139 and 141Mutual Bank)

Keith G. Willoughby )

CERTIFICATION

i, Marjorie W. Emmons, Secretary of the Federal"

Election Commission, do hereby certify that on May 8,

1985, the Commission decided by a vote of 5-0 to take

the following actions in PreMUR 139 and 141:

1. Merge PreMUR 139 and PreMUR 141,
and open a MUR.

2. Find reason to believe that Mutual
Bank and Keith G. Willoughby, as
President of Mutual Bank, violated
2 U.S.C. S 441b(b) (3) (C) .

3. Take no action with respect to
Thrift PAC at this time.

4. Approve the letter and factual
and legal analysis attached to the
First General Counsel's Report
signed May 2, 1985.

Commissioners Elliott, Harris, McDonald, McGarry and

Reiche voted affirmatively in this matter; Commissioner

Aikens did not cast a vote.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: 5-3-85, 5:15

Circulated on 48 hour tally basis: 5-6-85, 11:00



FEDERAL ELECTION COMMISSION
WAHINCTON,D.C. 20463

EMORANDUM

TO:

FR OM:

DATE:

SUBJECT:

Office of the Commission Secretary

Office of General CounselA

May 3. 1985

Pre-MUR 139 and 141 - First General Counsel's Rpt.

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
...Sensitive
:Non-Sensitive

Other"

[x ]
[x]
[ ]
[1]
[ ]

[I]
[ ]

DISTRIBUTION

Compliance

Audit Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)

[1

[I

C]

[ I



FEDERAL ELECTION dls'w
1325 K Street, l. 

Washington, D.C. 20463

FIRST GENERAL COUNSEL' SP. .A

pA~*Q !M U OF TRANSMITTAL BY Pe'U Q
COwISSION______

$QURt OF-fre-MUR: I N TER NA L LY G 'N'XR A T.HD'

RESpONDS' NAMES: Mutual Bank
Keith G. Willoughby

RBLVAT STATUTE: 2 U.S.C. S 441b(b) (3) (A)
2 U.S.C. S 441b(b) (3) (C)

INTERNAL REPORTS

-CHECKED: Committee Reports

GENERATION OF MATTER

This matter is based on separate referrals received from the

Federal Home Loan Bank Board and the Department of Justice.

(Attachments I and II).

SUMMARY OF ALLEGATIONS

An examination of the Mutual Bank, Boston, Massachusetts, by

the Federal Home Loan Bank Board ("FHLBB") revealed a potential

violation of 2 U.S.C. S 441b. The potential violation centers on

a memorandum issued by the President of Mutual Bank, Keith G.

Willoughby, to "All Officers of Mutual Bank" concerning their

"unacceptable" response to a prior appeal to contribute to

Massachusetts Thrift PAC and Thrift PAC. The memorandum stated,

in part, that "[elvery single officer of this institution

should -- must -- consider it a part of his or her position to

contribute to both Mass. Thriftpac and Thriftpac." In addition,

the FHLBB examiner noted in his report, the bank maintained a
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*/ On March 11, 1985, a plea agreement was filed in the U.S.
District Court for the District of Massachusetts in which Mutual
Bank and Keith G. Willoughby, as President of Mutual Bank,
admitted guilt to a criminal violation of 2 U.S.C.
5 441b(b) (3) (C). (Attachment III).

i.t of those officers who had contributed to the political -

COtion committees and the.amount of their contributions.,

FACTUAL AND LUGAL ANALYSIS

2 U.S.C. S 441b(b) (3) (C) prohibits any person soliciting an

ployee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contribute without any reprisal.

2 U.S.C. S 441b(b) (3) (A) prohibits the political committee

of a trade association from utilizing money secured by physical

force, job discrimination, financial reprisals, or the threat of

physical force, job discrimination, or financial reprisall or by

dues, fees, or other monies required as a condition of membership

in a labor organization or as a condition of employment.

The October 26, 1984, memorandum from Mr. Willoughby to all

officers of the Mutual Bank fails to inform the officers of their

right to refuse to contribute without fear of reprisal. In fact,

the language of the memorandum, its tone, and the fact that the

bank kept a list of who contributed to the political action

committees and how much was contributed, suggests the prospect of

reprisals for not making a contribution. Accordingly, the Office

of General Counsel recommends that the Commission find reason to

believe that Mutual Bank and Keith G. Willoughby, as President of

Mutual Bank, violated 2 U.S.C. S 441b(b) (3) (C).*/
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Federal Elections CommissiOn
office of General Counsel
1325 K street, Nw
washington, DC 20552

Gentlemen:

the examination of Mutual Bank, fob, Boston, Mao,*Achusetts
tvj currently underway by the Federal, Home Loan Bank of boston revealed a

potential violation of the Federal Zlection Campaign 3,Act of 1971, as
O 'amended, 2 U.S;,C. Section 441(b), Because you.'r age94ncy has exclusive

,0 jurisdiction over violations of this type, (Z U.S.C. Seiction
437 (c) (b) (1) (1980); FHLBB -Memorandum T-68, 'Jtn* ,18) the enclosed

i~~information is provided for your consideration.

tf~ Enclosed please find (1) the examiner's reporting of the
Ssituation, (2) a copy of the institution's response to the examiner's

comments, (3) a copy of the bank's internal memorandum, and (4) a copy-
0 of FHLBB Memorandum T-68,

MW The "draft comment" referred to in enclosures (1) and (2) is in
C1 fact the f inal comment that will appear in the report of examination.

If this office can be of further assistance regarding this matter,
Lfl please contact the undersigned at (617) 223-5300.

Sincerely,

...n F. Henderson
Supervisory Agent

JFH:slb
B-8
Enclosures

cc: Raymond H. Elliott, President, Federal Home Loan Bank of Boston
Edward J, O'Connell, III, Asst, Director for Regional Ops., OES
Charles E. Seaman, District Director, QES - District I
Thomas Lawless, FDIC



Mr., John He Lee
Federal Home Loan Bank Board.
c/o Mutual Bank
45 Franklin Street
Boston* Massachusetts 02n'O

Re: Revised Draft Comments Concerning Exami n:
Reort .or Mutual- Bank

Dear Mr. Lee:

This letter is submitted in behalf of Mutual Bank, which is
represented by this law firm, in order to respond Ito' ce~ttain
revised draft comments titled 'Contributions To Politicil -
Action Committees' in the examination report fdr-Mutual Rank.
Initial draft comments concerning this subject were submitted
to the bank for comment in mid-December 1984. The ban rp o-
vided a memorandum in response to the initial draft comments on
December 18, 1984. In late December, revised draft comments
were resubmitted to the bank, This letter responds to the
revised draft comments, a copy of which is reproduced as
Enclosure 1 to this letter.

No violation of 2 U.S.C. S 441b(a) has occur ed.

The revised draft comments deal with an October 26, 1984
memorandum to all officers of Mutual Bank relating to contribu-
tions to savings bank industry political action committees.
The revised draft comments suggest that the October memorandum
violated a section of the Federal Election Campaign Act of 1971
(specifically, 2 U.S.C. S 44b(a)) and the 41LB policy
memorandum relating to that section anela T Memorandum #T-68#
June 8, 1981).

The statutory section cited in the revised draft comments,
2 U.S.C. 5 441b(a), provides that:



It is unlawful . . for any corporation . *

a contribution or expenditure in connection with
election [involving federal officeholders] . . .

any officer or director of any corporation . , .
consent to any contribution or expenditure by the
corporation . . . prohibited by this section.

The terms 'contribution or expenditure* are defined as bit
ing "any direct or indirect payment' to, among others,
ical action committees. 2 U.S.C. S 44lb(b)(2). Althougbthj..
statute plainly prohibits both direct and indirect contgji..
tions of corporate funds to political action committees, the-
statute also specifically permits a corporation to solit its
stockholders and its executive or administrative personno'
contributions to industry political action committees, sub:....
to certain procodures. 2 U.S.C. S 441b(b)(4)(B), and "
S. 44"lb(.b)(3). Indeed, the expenditure of corporate funds for-
the solicitation of contributions to.political action comit-
tees is specifically permitted by both the statute (2 U.s.. s
441b(b)(2)(C)) and by the FILBB policy memorandumCFYLBB .T
Memorandum #T-68, 1, POLITICAL ACTION COMMITTEES).

cBecause'the statute and the T memorandum recognize that
'0 corporations may solicit contributions to political action com-

mittees from their employees, it may-not be inferred from the
fact that the October 1984 Mutual Bank memorandum sought funds
for savings industry political action committees that the bank
was seeking to make an indirect contribution of its own funds

I' in violation of S 441b(a). The October 1984 memorandum makes
no mention whatsoever of the use of corporate funds. Indeed

0 literature from the political action committee, which had
previously been sent to Mutual Bank officers in 1984, specifi-
cally states that contributions may not consist in whole or in

0D part of bank funds. A copy of the brochure is Enclosure 2.to
tt this letter. The present situation is not one in which

employee contributions were being offset by matching 'bonuses'
co or compensating payments from the bank to contributing employ-

ees. There is absolutely no basis for concluding that the
October 1984 memorandum in any way constituted or encouraged an
indirect contribution of corporate funds to the political ac-
tion committees.

Officers were not coerced or unduly pressured
into making contributions.

The revised draft comments state that the ' . . . memoran-
dum infers that it would be in the institution's officers' best
interests to contribute to the PACs . . . .' The bank's policy
is that, although the bank believes that it is in the best in-
terest of the institution and of its individual officers as

C2-



members of the banking profession to contribute to industry,political action committees, the ultimate decision whetbegi .*1
not to contribute Is up to the individual officer, without
prisal or threat of any kind. In point of fact, the bank ba .
never required, coerced, or intimidated any of its office i
contribute to any political action committee:

--No Mutual Bank representative has ever conducted a i

meeting of employees to solicit funds or engaged in faaw
to-face personal solicitation. No representative of the,_
bank has ever personally threatened or intimidated indivi4-
ual officers concerning contributions. The bank has never
in any fashion advised any officer or employee that failure
to contribute would result in any type of reprisal, dis-
crimination, or adverse employment affect. No Mutual Bank
employee has ever suffered any adverse employment conse-
quence as a result of his or her decision not to make a
contribution.

--In furtherance of its policy not to coerce contributions
from bank officers, the bank maintained a practice of
strict 'confidentiality for the names of all contributors,
such that senior management was at no time aware of which
officers gave and which officers did not. Bank officers
were fully informed about the policy of confidentiality.
The original solicitation memorandum in 1984, dated August
15, 'encouraged' officers to make contributions and in-
formed the officers that '[njames of contributors will be
kept confidential.' A copy of that memorandum is repro-
duced as Enclosure 3. The list of contributors referred to
in the FELBB revised draft comments is a list maintained in
confidence by the campaign administrator for the purpose of
keeping track of the checks until they were transmitted and
allowing recapitulation of grand totals at the end of the
campaign. Senior management never reviewed or had access
to the list. 1

I/ In practice, the assistant secretary who served as adminis-
trator for the contribution program at Mutual Bank received all
of the contribution checks which officers chose to route
through the bank, as opposed to mailing in directly. Although
the checks were generally addressed to her boss, the bank's
operations officer, his practice was to refer the checks, fre-
quently in unopened envelopes, directly to her. She would then
hold the checks, making note of them on a contemporaneous chro-
nological log, until she had assembled a large enough group to
transmit to the committee. She clearly understood from senior
management of the bank, both the president and the vice-
chairman, that they absolutely did not want to know the names

(Footnote Continued on-Next Page)~



--Although the tone of the October 1984 memorandum is $w i A
orous in seeking contributions, the memorandum was abs
lutely not intended to place a requirement upon each
cer to contribute, The use of the word "must' was
simply to convey a sense of urgency and importance in
seeking support for matters of significance to the off S
of the bank as members of the banking profession. * -
memorandum must be read in the context of the managvme
style of its author, the bank president. He has con
tently endeavored to encourage a strong sense of two.ov4 y ",
give and take between junior officers and senior mama!gi.
ment. He has sought to encourage the view that while he *is
a person of strong opinions and direct communication, he
desires and expects the same back to him from lower level
managers. The philosophy which he has communicated to, ,i .
dividual off icers" is that they are expected to stand up -n4
speak their minds on management issues affecting the btak,
that people would not be penalized for failing to 'adhee
to the party line,' and *that the bank would be a betteri and
stronger institution as a result of such dynamics. It was
against this background that the October memorandum was
written&

-- By objective criteria, the October 1984 memorandum was
not viewed by bank officers as coercive. The overwhelming
response of bank officers who received the memorandum was
that, although some may have objected to the tone, they did
not regard the memorandum as a threat or as a requirement
that they contribute. Indeed, a number of officers who had
given to the political action committees in prior years
chose, after receiving the memorandum, not to give in
1984. Numerous other officers simply regarded the memoran-
dum, having received reminder memos in earlier years, as
nothing more than that. Statistical analysis reveals that
the percentage of individuals contributing in response to
the October reminder memorandum in 1984 was no larger than
the percentage of individuals responding to a mild and
bland boilerplate reminder memorandum in 1983. Indeed, the
total contributions received in 1984 were less than in any
prior year.

1_/ (Footnote Continued From Previous Page)

of the individual contributors. This practice was strictly
honored. Although the bank's operations officer was techni-
cally the coordinator for the solicitation program, he followed
a general practice of referring all matters to the assistant
secretary, and it was she who prepared the transmittal of the
checks.

4



. . .V

Conclusion

Mutual Bank has never made a direct or indirect cont b rS ..
tion of corporate funds to any political action committs, _# ape
the October 1984 memorandum provides no basis for con it " r

that any violation of the provisions of 2 U.s.C. S 441b(a)V t p ,-
scribing contributions of corporate funds has occurred. 1
bank takes issue with any contrary suggestion in the reV;i".
draft comments.

The revised draft comment that the mo. . .memorandu

infers that it would be in the institution's officers' best
interests to contribute to the PACs . . .', to the extent tha,,t
it suggests that officers were compelled to contribute, 4 |e
not reflect either the bank policy or the intention with wvboh
the October 1984 memorandum was drafted and circulated. The
bank's .policy is to encourage but not -require its officers to
make contributions, and to hold the names of all officers who
do make contributions in strict confidence. The bank does not

C3 believe that the October 1984 memorandum had the effect of in-'
0fact coercing officers to contribute. It certainly was not
0% intended so.to do.

4O As noted in the penultimate paragraph of the revised draft
comments, this matter is presently under investigation by the
United States Department of Justice. In view of the pendency

Ln of this investigation, the bank does not feel that further
comment on this matter is appropriate until the' investigation
has been concluded. At that time, the bank will be happy to

o provide any further information or amplification to the FHLBB.

Sincerely yours,

C
co

AHS/mlv
Enclosures (3)

-5-
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lt All Officers of mutual bak

7itrz Kteitb G. illouhbp

Dole$ October 2l60 iSIP

Several Sonths ago, all of Po'received an appeal for ¢ontribodion to the

state and national politiceal action e itees of our Industry. This week 3

learned elat Ieu:uz. bnaL *fiters have failed by a substantial S.Argis to reacL

the $oal on either, and in the eae of the notional Thrfipac. have sOt even

Veathed the half-way Mark. tven worse, only nineteen of thefiftyoaine

officers in the bank have contributed.

That is unacceptable. All of you are fully aware of the impertar.-e to this

bank of the issues being voted on this year, particular3y the atate tax ard

the Central Fund dividend and, I hope san of ov is so naive as to think that

political contributionsooeven those from iAC's, despite all of the pious

rhetoric-do not play a vital pArt in the prolgress of such matters. You Susd

also know how active Gerry Mulligan and I have been in this area. Even if you

give substantially to individual candidates, s Gerry and 1 do, YOU should, as
office:$ cf tis bat., All su lcrt the PAC s.

EveTy Single officer of this institution should-vsto-Cesider it a part of
his or her position to contribute to both slas. Thriftpac aend Thriftpac.

S

Please send yoJT checkso mot later tLan next Friday, to Deva Donald to be

forwarded.

Enclosure 1
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consist in whole or in.saepbk's fub?

cobuons.Threre, all..... M ~ f R C

the mmm $2 per $1 million in bank assets i.

iere given to Massachusetts THRIFTPAC and I
30% of otis amount were given to NCSI's I
THRIFTPAC, the state PAC would realize its
$35J= goal and the federal PAC would realize a :
ts goal in Massachusetts of $10000. t1"

For example. individuals affiliated with a ID
savlngsbankt having $200 milon in assetsf .o- I go
lowing these advisory levels would send $280 to I C -0 D
Massachusetts THRIFTPAC in personal checks
and. assumit he requisite authorization has I E o
b ,pr .would make out checks totaling I 3: .
$120 to NCSrs THRIFTPAC. Massachusetts I C W o
THRIFTPAC and NCSIs THRIFTPAC have an . -
arrangement wherein savings banker contribu- I< 

0tons tothe federal PAC can be forwarded .

throuh. Massachusetts THRIFTPAC. In such a . o "
case it Is important and the law requires that m -:
separate checks be made out to each PAC. We X
are strictly prohibited by law from dividing con- IO) -
tributions and drawing a check to NCSI THRIFT- 0 Z:
PAC for federal political contributions. I y 0

TIIIIFTPA I C nHow are Massachusetts TIIPAC G
contributions treated tax-wise? I ;
Under federal tax laws, such contributions are Ln

eligible for the tax credit for all state and federal I LK E
political contributions up to a maximum of $50 1 o
credit individually or a $100 credit on a joint o E ',

return. To receive the benefits of the $100 _ o .0

credit, at least $200 in political contributions ": .

have to bereported in a joint tax return. E < cc

How are contributions to and from I0E
Massachusetts TIIIIFTPAC reported? E :03
In accordance with state campaign finance laws, I m -

all contributions are reported to the Office of
Campaign and Political Finance, with • E
contributors giving $15 or more reported by I Z
name. Actual contributions made by M 0
Massachusetts THRIFTPAC to individual M :,
candidates will be lisled by candidates in the "-
name of the committee. 0 -

The trustees and officers of Massachusetts I
THRIF.TP,C doiibde halt(provide~o , I

any inleftJ sairn; t)a~ke c3Iriuti tcS I



H)EMORAKDMI No. 307-54

TO: All Officers

RE: NCSI and SIAM T RIFTPACs

In this election year particularly, our support of candidates favo*Ible

to banking inter-zC: will bC. of crucial ir.ortaTACC. If thC pc,!i1MClc

action coubittees established by the National and State AssociationS
are to be effective, however, they need the help of all savings bankres.

We encourage you. to support these coumittees and ask that 70% of your
contribution be made to "lassachusetts THRIFTPAC' and 30% to "ThRFTPAC"'

(separate checks, please). A brochure from Massachusetts MRIFTPC s

enclosed and includes a contribution form for your use. No form is nec-
essary for NCST THRIFTPAC.

Your er tirC contribution should be forwarded to Dave Donald, who Will

act as coordinator for )tual Bank. Names of contributors will be kept

confidcntial.

If you have any question on either of these political action cont, ttees,

please do not hesitate to ccntact onc of us.

Thank you for your anticipated response to this iurportant effort.

kte•th G .Wi lou"hby6

Gerald T. Mulligan

81S/l4

Enclosure 3



T " ei M . McCarthy
Supervisory Agent

District Omelk
okzor KZ AKUA OW

SUBJECT: Mutual Bank:

Docket No. 7740

The ongoing examination of Mutual Bank, FSB, Boston, Ma. has
revealed a matter which is considered to be ,of supervisory
concern. The following draft examination comment is provided
since the conclusion of the current examination is not imminent.

Contributions to Political Action Committees

On October 26, 1984 President Keith
memorandum to "All Officers of Mutua
"unacceptable" response to a prior
political action committees (PACs).
President Willoughby is as follows:

G. Willoughby issued a
1 Bank" concerning their
appeal to contribute to
The memorandum issued by

Memorandum No. 429-84

To:
From:
Date:

All Officers of Mutual Bank
Keith G. Willoughby
October 26, 1984

Several months ago, all of you received an appeal for
contributions to the state and national political action
committees of our industry. This week I learned that
Mutual Bank officers have failed by a substantial margin to
reach the goal on either, and in the case of the national
Thriftpac, have not even reached the half-way mark. Even
worse, only nineteen of the fifty-nine officers in the bank
have contributed.

6230



January,,

That i's unacceptable. All of you are fully avare
importance to this bank of the issues being voted. on
year, particularly the state tax and the Central.
dividend and, I hope none of you is so naive as to :

that political contributions--even those fro014 P
despite all of the pious rhetoric--do not play 

a,..*Jti,

in the progress of such matters, You must also kq i
active Gerry Mulligan and I have been in this ar. L
if you give substantially to individual candidat
Gerry and I do, you should, as officers of this bank,
all support the PAC's.

of this institution should--muiL
.s or her position to contribul

and Thriftpac. Ple'ase send"
next Friday, to Dave Donald I

It appears
with the gui
The FHLBB"
expenditures
election for
held to se
prohibit ions
as amended,
and local
within the
indirect p
committees.

that
deli
5

the content of
nes and intent of
memorandum proh

by an institt
any political o

lect candidates
of the Federal
2 U.S.C. Section
elections. A
meaning of the

ayments to

t ion
fffice,
f or*

Elect i

441b,
"tcont r

Act
organizat ions

this
FHLB

ibits

memorandum conflicts.
T Memorandum T.".
contributions or

in connection with an
or convention or caucus
public office. These
on Campaign Act of 1971,

apply to federal', state
ibution. or expenditure"
includes any direct or.
such as political action

The st atute also makes
director to consent to a
(2 U.S.C. Section 441b(
specifically notes the
funds such as political
used for political purposes

it unlawful for any
ny such contribution or
a)(1976)). The FHLBB's
prohibition of contri

action committees which

officer or
expenditure
memorandum

butions to
are to be

While it is noted that such contributions were not made
directly by the institution itself, President Willoughby's
memorandum infers that* it would be in the institution's
officers' best interests to contribute to the PACs noted in
his memorandum. This position is definitely in conflict
with the intent of FHLBB Memorandum T-68 and should be
considered for possible referral to the Federal Election
Commission which has exclusive jurisdiction with respect to
possible enforcement action.

K .
S2

?4cCor

Every single officer
sider it a part of hi
both Mass. Thriftpac
checks, not later that
'forwarded.



Kevin M. mcCarthy
Page 3 Nut'Jean at7

It should also be noted that President Willoughby's
memorandum was somehow "leaked" to the Boston press
Adverse articles have appeared in November and December
1984 in* both The Boston Herald and The Boston
Globe newspapers. The articles were entitled "Banker
Twists Arms for Cash for PACS"' "Break the Chain of
Intimidation", and "Bank Officers Chided for not Aiding
PACS". A recent article dated December 19, 1984 in The
Boston Herald noted the fact that institution personnel
had been interviewed by the FBI concerning the
contribution solicitations.

it should also be noted that the bank maintained a list of
those officers who had contributed and the amount of their
contributions. Copies of both relevant newspaper articles
and the bank's list o-f contributors are maintained in the
examination workpaper files.

Marvin L. Cagan ,9
Assistant District Director Operations

MLC/ms

g~edL.



FEDERAL HOME LOAU am3

OFFICE WF EXAMINATIONS AND SU1?2

70: ODSProfessional Staff

S' N''0O Le David Taylor

IP

Loan A aftoittiouso
SYNOPSIS: PROHIBITIONS ON POLITICAL CONTRIBUTIONS.oR EMNITIM

BY SAVINGS AND LOAN ASSOCIATIONS.

1. Federally - Chartered Associations.

The Office ot Examinations and Supervision, after consultation wit "l1ega
staff of the Federal Election Commission, has prepared this mIrandu to
describe and to emphasize the prohibitions on contributions or ependitures
by federal savings and loans in connection with any election to any political
office or in connection with any primary election or political convention
or caucus held to select candidates for public office. These prohibitions
of the Federal Election Campaign Act of 1971, as amended, 2 U.S.C. Section
141b, apply to federal, state and local elections. A "contribution or expendi-
ture," within the meaning of the Act, includes:

"any direct or indl'.ect payment, distribution, loan, advance, deposit,
or gift of money, or any services, or anything of value (except
a loan of money by. a national or state bank made in accordance
with the applicable laws and regulations and in the ordinary course
of business) to any candidate, campaign committee, or political
party or organization in connection with any election...' (2 U.S.C.
Section 'lb(b)(2)(1976)).

The statute also makes it unlawful for any officer- or director of a federal
savings and loan association to consent to any contribution or expenditure
(2 U.S.C. Section 11lb(a)(1976-)'). The exception to when a loan of money,
by a federally chartered depository institution, or a depository Institution
the deposits or accounts of which are insured by the Federal Savings and
Loan Insurance Corporation, is not a contribution is found in 2 U.S.C. 431(8)
(B)(vii).

Political Advertising

The Federal Election Co=mission has advised that prohibitions of the Act
extend to all forms .of political advertising by federal savings and loans
including, but not limited to, the purchase of political dinner tickets and
advertisements in political literature such as political party newsletters
and political party convention programs. 4d



9 •
Foa ide Loans iir

The term "contribution or expenditures does not Include a bona fide ,
of money by a federal savings and .loan mado in accordance with appZoel k
laws and regulations in the ordinary course of business. The ueet
on loans by a federal savings and loan under the Federal Elooti-
Act are 11 CPR 114.l(a) and 100.lb)(Ci)o Association's inole1
these loans should be advised to review carefully these ctions -.
compliance*

Political Action Committees .

Federal savings and loans are not permitted to make contributions, to &spst
segregated fund (frequently referred to as Political Action Comttees) to:
be used for political purposes. However, the prohibitions do not apply.to
the payment by a federal savings and loan of expenses incurred for q ewtablish-
ment, administration, and solicitation of contributions to a fund of 104
same federal savings and loan. (2 UoS.C. Section 4l1b(b)(2)(C) and 11:. R
11,.1(a)(2)(ii) and 11,1.(b)).

Enforcement of the Act

The Act gives the Federal Election Commission exclusive Jurisdiction with
(D respect to civil enforcement of its provisions. (2 U.S.C. Section 4137(b)(1)

(1980)). The Federal Election Commission is empowered to seek civil penalties
of up to $5,000 or the amount of the violation, whichever is greateor
if the violation is knowing and willful, up to $10,000 or double the amount
of the violation, whichever is greater. If there is probable cause to believe

Lf) that a violation is knowing and willful, the Federal Election Commission
may refer the cases to the United States Attorney General for criminal prosecution

V(2 U.S.C. Section 437g(a)(5)(C)(1980)). Examiners who discover a political
oD contribution or expenditure by an insured institution, should report this

fact in the comment section of the examination report for consideration of
a referral to the Federal Election Commission, and the Bank Board may also
require the insured institution to demand reimbursement from the recipient
of any illegal contribution or expenditure. If the Supervisory Agent determines

V) that reimbursement is in order, the Agent's recommendation should be sent
to the Regional Director.

co
Advisory Opinions

In an opinion dated October 20, 1980, the Office of General Counsel, of the
Federal Home Loan Bank Board, stated that "The Commission has exclusive juris-
diction with respect to civil enforcement of the Act. (2 U.S.C. Section
437c(b)(1)(1980)). As such, the Commission has issued comprehensive implementing
regulations, 11 C.F.R. Section 100.1 et seg. (1980), which apply to federal
savings and loan associations. While violations of the Act and regulations
may involve both civil and criminal penalties, the Commission has authority
to issue advisory opinions with respect to their interpretation and application
(Id., Part 112 (1980)). Section 112.5 of these regulations provides that
anyone who relies upon an advisory opinion issued by the Commission and 'who
acts in good faith in accordance with... (such) opinion' shall not be subject
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r". icteon or: aetivty In which the requestor Is volvedor Is' actiong as
-Int for a padt l (2 UnS.Co Section 37t) All r etqests fory advisory
oipinionls should be directed to:.

Federal Election Commission
Office of General Counsel
1325 K Street, NW.
Washington, D.C. 204163

The Federal Election Comission provides a telephone information service
which can be reached via its toll-tree number - 800/124-.9530.

2. t te-Chartered Associations.

While the comments set forth above apply to federally-chartered' asoiaon
in federal, state, and local elections, the same restrictions applyrto state-
chartered associationis only with respect to federal elections. (2 U.*S.C.
111 b(a)(1976)). Sine* neither the Bank Board nor the Fedral Savings and
Loan Insurance Corporation has adopted any regulation relating to the political
activities Of state-chartered associations in connection with state and local
elections, these subjects are governed solely by the laws of their chartering
states.

L. David Taylor
Director

Distribution to state supervisory authorities to be made by District Directors-
Examinations.
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t~ harles N. Steele
one-ria Counsel

_:I'*4ral Election Commission
: 2i K Street, N.W.
"4shington, D.C.

0~

Re: Mutual Bank for Savings, et al

Dear Mr. Steele:

Pursuant to the Memorandum of Understanding between the
Commission and the Criminal Division, this is to advise yo that
we have decided to seek a federal indictment in the District of
Massachusetts charging the Mutual Bank for Savings and its Chief
Executive Officer, Keith Willoughby, with violations of 2 u.S.C.
S441b(B) (3)(C) in connection with the distribution of a coercive
PAC solicitation to the Bank's executive and administrative
personnel.

A copy of the offending solicitation is attached. When we
have concluded the criminal case, we shall make the criminal
investigative file available to the Commission to the extent
permitted by Rule 6(e), F.R.Cr.P., to assist the Commission in
pursuing whatever administrative sanctions it may consider
appropriate under 2 U.S.C. S437g(a).

Sincerely,

Gerald E, McDowell, Chief

Public Integrity Section
Criminal Division

Attachment

m



Pemorand= No, 429-4

All Officers of Mutual Bank' 16 UNKLIN ST. Q~jV@
Pro.~ : Keith G. Willoughby m "at 1 *ya
&ate: October 26i 1984

Several months ego, all of you-received an appeal for contributions o thestate and national political action cozittees of our industry. This week Ilearned that Mutual Bank officers have failed by a substantial margin to reach
the goal on either, and in the case of the national Thriftpac, have not even
reached the half-way mark. Even worse, only nineteen of the fifty-nine
officers in the bank have contributed.

That is unacceptable. All of you are fully aware of the importance to this
bank of the issues being voted on this year, particularly the state tax andthe Central Fund dividend and, I hope none of you is so naive as' to think that
political contributions--even those from PAC', despite all of the pious
rhetoric--do not play a vital part in the progress of such matters. You must
also knov how active Gerry Mulligan and I have been in this area. Even if yougive substantially to individual candidates, as Gerry and I do, you should, as
officers of this bank, all support the PAC's.

Every single officer of this institution should--must--consider it a part ofhis or her position to contribute to both Mass. Thriftpac and Thriftpac.
Please send your checks, not later than next Friday, to Dave Donald to be
fo 'varded.
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Charles N. Steele, General Counsel
Federal E1.o Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Charlie:

Enclosed is a copy of the Mutual Bank pess release, Info tn,

and Plea Agrewent.

Sicerely,

WILIN4 F. VHD
United States Attorney

Enclosures

WW: efh



United States A tiorne i
District of Massachusetts

110.7 A.11t *MCbmwe fots Offla " m.s
..... c u u 021f,

March 8o 1985

PRESS RELEASE

BOSTON ... The United States filed criminal charges today

against a Massachusetts savings bank, charging it with

violating the Federal Election Campaign Act in soliciting

contributions to a federal political action committee (PAC).

United States Attorney William F. Weld said the

government alleges that Mutual Bank, fsb, 45 Franklin Street#

Boston, solicited contributions from its own officers for

Thriftpac, the PAC of the savings bank industry, without

informing the officers of their absolute right to refuse

to give, as required by the Federal Election Campaign Act.

The Bank is alleged to have taken this action through Keith

Willoughby, the Bank's President, Chairman of the Board, and

Chief Executive Officer.

The Information charges that on October 26, 1984,

Willoughby, as an officer and agent of the bank, sent a

memorandum to "All Officers of Mutual Bank," stating that

the bank's officers had failed to reach the Thriftpac "goal."

-77T



The memorandum stated,

"Even-worse, only nineteen of the f ity'bnineofficers-in the bank have, contributed.* Vhatis unacceptable. ... [y)ou should, asofficersof this bank, all support the ?,8. PAC

Every single officer of this institut ion ,.
should -- must -- conSider it a part of hisor her position to contribute to both Mass.Thriftpac and Thriftpac. Please sendyour
checks, not later than next Friday, to [theBank's Thriftpac Coordinator] to be forwarded."

(Emphasis in original.)

Weld said the Federal Election Campaign Act was broadly
written to prohibit any possible coercion in PAC solicitation,

so that individual decisions to contribute can be made
voluntarily and without fear of any reprisal. The provision
allegedly violated here is a criminal misdemeanor, carrying a
maximum penalty of one year imprisonment or a $25,000 fine, or

both.

Weld said that the case initially came to the attention

of law enforcement authorities as a result of newspaper
accounts of complaints by bank officerswho had received the
memorandum. The matter was investigated by special agents
of the Federal Bureau of Investigation. The prosecution is
being handled for the government by Assistant U.S. Attorney,

Daniel I. Small, who wae. appointed in 1984 to serve a
two-year term as the Federal Elections Officer for the District

of Massachusetts.
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UNITEFD STATES DISTRICT COURT
DISTRICT OF MASSACEUS3'TS

014ZTZD STATES OF. AMERICA
CRIMINAL NO.

v. ) VZOATIONS:

ANK, tab a U.S.C. $,71A

+++ +++++ ... +I N F 0 R M4 A T 1 0 N ++++

.The United States Attorney charges as follows:

At all times material hereto:

1. The MUTUAL BANKC fab, defendant herein# was a banking

institution organized under the banking laws of the CommoInwalth

of Massachusetts and chartered by the Federal Home Loan Bank

Board.

2. Keith Willoughby was the Chairman of the Board and the

Ln President of the defendant MUTUAL BANK.

in 3. Federal law prohibited corporations, including MUTUAL

0 BANK, from making political contributions. However, it did

allow, under certain conditions, the solicitation of individual

employees for voluntary contributions to political action

0O committees.

4. The National Council of Savings Institutions (NCSI) was

a trade association, the membership of which consisted of banking

institutions throughout" the United States. The purpose of NCSI

was to promote the interests of the thrift industry, and to

influence the nomination and election of candidates for elective

office whose views were favorable to the thrift industry.



5. Thriftpac" was a political action committee org ni, ,

pursuant to 2 U.S.C. SS432 and 433, Federal Election Ctmpign.. t

(YRCA)t and affiliated with tICSI pursuant to 2 U.S.-C. S441bl A)41

U-SCA, to solicit voluntary contributions from the executive e

dmi nistrative personnel of member bianks, and to recontributet1 e

funds thus raised to influence the nomination and election of

candidates for various federal offices.

6. On or about May 10, 1984, the defendant MUTUAL BANK,

acting through its officer and agent Keith Willoughby, authorized

Thriftpac to solicit voluntary political contributions from the

executive and administrative personnel of the said MUTUAL BANK,

-- pursuant to 2 U.S.C. S44lb(b)C4)(D), FECA.

7. On or about August 15, 1984, an internal Bank Memorandum

was sent to "All Officers" soliciting contributions to Thriftpac.

8. On or about Octobe- 26, 1984, Willoughby sent another

Memorandum to "All Officers of Mutual Bank." This memorandum

referred to the August memorandum, and then stated that the Bank's

officers had failed to reach the Thriftpac "goal." The October

memorandum then stated, "Even worse, only nineteen of the fifty-nine

officers in the bank have contributed. That is unacceptable.

you should, as officers of this bank, all support the PAC's. Every

s'ingle officer of this Institution should -- must -- consider it a

part of his or her positibn to contribute to both Mass. Thriftpac

and Thriftpac. Please send your checks, not later than next Friday,

to [the Bank's Thriftpac Coordinator) to be forwarded."

zz~
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any reprisal.

All in violation of Title 2, United States Code, Section

44lb(b)(3)(C) and Title 2, United States Code, Section 437g(d).

WILLIAM F. WELD
United States Attorney

DANIEL I. SMALL
Assistant U.S. Attorney

4/~4~d2~7

9. The violations of the FUCA described herein invo1,.v*, t

Making and receipt of contributions which aggregated in eAxso
$250.00 during the calendar year of 1984. .

10. On or about October 26, 1984, at Roston and Within ,- ,

District of Massachusetts* the defendant, . <

MUTUAL BANK,

acting through its officer, agent and employee Keith Willoughby,

knowingly and willfully solicited contributions to Thriftpac from

employees of the aforesaid MUTUAL BANK, without informing said

employees, at the time of the solicitation, of their right to

refuse to make the contribution thus solicited without fear of
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MUTUAL BANK, fsb

+ .. __._______•________.________________-__',__________________)

IsTRICT
-" 5AC0E1-W

CRIMINAL NO.

NOTICE OF PLEA IPGREEMENT
am i i

Pursuant to Fed. R. Crim. P. ll(e)(2), the parties

hereby give the Court notice of a plea agreerent in this

case, which agreement is attached hereto.

For the United States of America,

DANIEL I. SMALL
Assistant U.S. Attorney

0

For the defendant,

AMOS HUGo Sc BT
Counsel for Mutual Bank, fib

0~

S
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Amos Hugh Scott, Esq.
Choate, Hall & Stewart
Exchange Place
53 State qtreet
Boston, Mh 02109

Dear Mr. Scott:
s am writing to confirm our agreement of today

concerning matters pertaining to Mutual Bank, fsb.

The United States, by and through its undersigned
attorneys, and Mutual Bank, fsb, by and through its
undersigned attorney and Chairman of the eard of Directors,

V) hereby enter into the following agreements:

0 (1) Mutual Bank, fsb, agrees to plead guilty to a one
count Information (copy attached) charging it with violation
of Title 2 U.S.C. SS44lb(b)(3)(C) and 437g(d).

0.
(2) The United States agrees to recommend to the

Lfl sentencing judge a $17,000 fine as the appropriate sentence
CO against Mutual Bank on this matter.

(3) The United tates agrees to bring no criminal
charges, other than the present Information, against Mutual
Bank or its trustees, officers, employees and agents on
account of any violations of Title 2 of the United States
Code regarding the solicitation of contributions for bank
industry political aCtion'nommittees, or based upon any
matter which was the subject of the investigation leading to
the present Information, all through the date of this
agreement.

(4) The United States Attorney views the disposition
contained in this letter as constituting a full and
appropriate settlement of all aspects of the matter which is
the subject of this Information.
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xhe Rv*o #on titut es the entire agrement bo
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GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR NO.

R8PONDZNT Mutual BakKe ithG. 7 Wilu-sb

SUMARY OF ALLEGATIOS

An examination of the Mutual Bank, Boston, Massachusetts, by

the Federal Home Loan Bank Board ("FHLBB") revealed a potential

violation of 2 U.S.C. S 441b. The potential violation centers on

a memorandum issued by the President of Mutual Bank, Keith G.

Willoughby, to "All Officers of Mutual Bank" concerning their

"unacceptable" response to a prior appeal to contribute to

Massachusetts Thrift PAC and Thrift PAC. The memorandum stated,

in part, that "[e]very single officer of this institution

should -- must -- consider it a part of his or her position to

contribute to both Mass. Thriftpac and Thriftpac." In addition,

the FHLBB examiner noted in his report, the bank maintained a

list of those officers who had contributed to the political

action committees and the amount of their contributions.

FACTUAL BASIS AND LEGAL ANALYSIS

2 U.S.C. S 441b(b) (3) (C) prohibits any person soliciting an

employee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contribute without any reprisal.

2 U.S.C. S 441b(b) (3) (A) prohibits the political committee

of a trade association from utilizing money secured by physical

force, job discrimination, financial reprisals, or the threat of

physical force, job discrimination, or financial reprisal; or by
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dues, fees, or other monies required as a condition of membershi

in a labor organization or as a condition of employment.

The October 26, 1984, memorandum from Mr. Willoughby to all

officers of the Mutual Bank fails to inform the officers of theiz

right to refuse to contribute without fear of reprisal. In fact,

the language of the memorandum, its tone, and the fact that the

bank kept a list of who contributed to the political action

committees and how much was contributed, suggests the prospect of

reprisals for not making a contribution. Accordingly, the Office

of General Counsel recommends that the Commission find reason to

believe that Mutual Bank and Keith G. Willoughby, as President of

Mutual Bank, violated 2 U.S.C. 5 441b(b) (3) (C).*/

)

*/ On March 11, 1985, a plea agreement was filed in the U.S.
District Court for the District of Massachusetts in which Mutual
Bank and Keith G. Willoughby, as President of Mutual Bank,
admitted guilt to a criminal violation of 2 U.S.C.
S 441b(b) (3) (C).



GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSI

MUR NO.

RESPONDENT Mutua l Bank
Ke ith Q. Wi lloughby

SUMMARY OF ALLEGATIONS

An examination of the Mutual Bank, Boston, Massachusetts, by

the Federal Home Loan Bank Board ("FHLBB") revealed a potential

violation of 2 U.S.C. S 441b. The potential violation centers on

a memorandum issued by the President of Mutual Bank, Keith G.

Willoughby, to "All Officers of Mutual Bank" concerning their

"unacceptable" response to a prior appeal to contribute to

Massachusetts Thrift PAC and Thrift PAC. The memorandum stated,

in part, that "[e]very single officer of this institution

should -- must -- consider it a part of his or her position to

,contribute to both Mass. Thriftpac and Thriftpac." In addition,

the FHLBB examiner noted in his report, the bank maintained a

list of those officers who had contributed to the political

action committees and the amount of their contributions.

FACTUAL BASIS AND LEGAL ANALYSIS

2 U.S.C. S 441b(b) (3) (C) prohibits any person soliciting an

employee for a contribution to fail to inform such employee, at

the time of the solicitation, of his right to refuse to so

contribute without any reprisal.

2 U.S.C. S 441b(b) (3) (A) prohibits the political committee

of a trade association from utilizing money secured by physical

force, job discrimination, financial reprisals, or the threat of

physical force, job discrimination, or financial reprisal; or by

(33) aZ.. 6



*/ On March 11, 1985, a plea agreement was filed in the U.S.
District Court for the District of Massachusetts in which Mutual
Bank and Keith G. Willoughby, as President of Mutual Bank,
admitted guilt to a criminal violation of 2 U.S.C.
S 441b(b) (3) (C).

-2-

duas, f ees or other monies required as a condition of membe-.ip..

in a labor organization or as a condition of employment.

The October 26, 1984, memorandum from Mr. Willoughby to :ll

officers of.the Mutual Bank fails to inform the officers of their

right to refuse to contribute without fear of reprisal. In faict,

the language of the memorandum, its tone, and the fact that the

bank kept a list of who contributed to the political action

committees and how much was contributed, suggests the prospect of

reprisals for not making a contribution. Accordingly, the Office

of General Counsel recommends that the Commission find reason to

believe that Mutual Bank and Keith G. Willoughby, as President of

Mutual Bank, violated 2 U.S.C. S 441b(b) (3) (C).*/
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FEDERAL ELECTION COMMISSION
WASHNtTON, D.C. 2063

Keith G. Willoughby, President
Mutual Bank
45 Franklin Street
Boston, Massachusetts 02110

RE: MUR

Dear Mr. Willoughby:

On , 1985, the Federal Election Copisoion
determined that there is reason to believe that Mut-ua. Bank and
you, as President of Mutual Bank, violated 2 U.S.C.
S 441b(b) (3) (C), a provision of the Federal Election Campaign Act
of 1971, as amended ("the Act"). The General Counsel'a" -,factual
and legal analysis, which formed a basis for the Comiission's
finding, is attached for your information.

. Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. You may submit any
factual or legal materials which you believe are relevant to the
Commission's consideration of this matter. Please submit any
such materials within ten days of your receipt of this letter.

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

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. SS 437g(a) (4) (B) and 437g(a)(12) (A),
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Sincerely,
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