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FEDER ALj £LECT1O?4 COMISSION

higist 23, 1985

lot Sanford a, Robinson

S0ourCthL Aweflue North
v..hil...le, At hnnessee "37219-0757

RE: MUR 2003
Tennessee State Democratic

Comuittee and Anna Durham
Windrow, as treasurer

Door M.Campbell:l

on Aut6, 1985r the Comission accepted the conciliation

agreement signed by your client in settlement of a violation of

A, sA. cvodNls h file has been closed in this matter,
rof the publicrecord within thirty

Howeers 2 ,S,, S437g(a) (4) (3) prohibits any
M inrmto ervdi connection vith any conciliation attempt.

Swithout the written consent of the
respondent and the-'Comission. Should you wish any such
information to become part of the public record, please advise us

Enclosed youewill find a fully executed copy of the final
Oconciliation agreement for. your files.

LO Sincerely,

C0 Charles a i. Steele

BI y hA.N ss -

Enclosure
Conciliation Agreement



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Tennesee State Democratic Committee ) MUR 2003
Anna Durham Windrow, Treasurer )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission (hereinafter "the

Commission"), pursuant to information ascertained in the normal course of carrying out

its supervisory responsibilities. The Commission found reason to believe that the

Tennessee State Democratic Committee ("Respondent") violated 11 CFR 5 102.5 by

repaying a bank loan used for federal political activity with funds from its non-federal

account.

NOW, THEREFORE, the Commission and Respondents, having participated in

informal methods of conciliation, prior to a finding of probable cause to believe, do

hereby agree as follows:

I. The Commission has jurisdiction over the Respondents, and the subject

matter of this proceeding, and this agreement has the effect of an agreement entered

pursuant to 2 U.S.C. S 437g(a)(4XA)(i).

1I. Respondents have had a reasonable opportunity to demonstrate that no

action should be taken in this matter.

I. Respondents enter voluntarily into this agreement with the Commission.

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

1. Respondent Tennessee State Democratic Committee is a political

committee within the meaning of 2 U.S.C. S 431(4).

2. Respondent Anna Durham Windrow currently serves as treasurer for

Respondent Tennessee State Democratic Committee.
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3. The Tennessee State Democratic Committee, avid * i

J D. Wae, former treasurer, borrowed $15,000 from United Southern Bian of% MY IS

1i63 and transferred that amount on the same date to the Democratic Nationalthon*

Sloan was used for federal political activity, as an advance for a Jointfundrw.

b 4. Respondents repaid the loan referred to In 0 ra ph3abovean

November 16, 1983 in the amount of $16,155.41, principal and Interest, using funds from

their non-Federal account. No prohibited corporate or labor union funds were used by

e nnts at any time to repay the loan.

5. Respondents were required to repay the loan referred to in

suhparagraph 3 above with funds from their federal account. Respondents assert that

they were unaware that the loan obtained by a previous administration had to be repaid

from a federal account.

6. Respondents transferred $16,155.41 from their federal account to

their non-federal account after notice of the requirement by the Commission.

7. Section 102.5(aXlXi), Title 11, Code of Federal Regulations, provides

that a political committee which finances both federal and non-federal activity, must

make all disbursements in connection with any federal election from its federal account.

V. Respondents violated 11 CFR 5 102.5(a)(lXi) by repaying the loan referred

to in subparagraphs 3 and 4 above with funds from a non-federal account, thus failing to

make this disbursement from their federal account.

VT. Respondents will pay a civil penalty to the Treasurer of the United States in

the amount of Six Hundred ($600.00) Dollars pursuant to 2 U.S.C. S 437g(a)(5XA).

VII. 'Respondents agree that they shall not undertake any activity which is In

violation of the Federal Election Campaign Act of 1971, as amended, 2 U.S.C. S 431, et

ea.

VIII. The Commission, on request of anyone filing a complaint under 2 U.S.C.

5 437(a)(1) concerning the matters at issue herein or on its own motion, may review
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dompliance with this agreement. If the Commission believes that this agr it orany

rquirement thereof has been violated, It may Institute a civil action for reli.t In the

United States Distriot Court for the District of Columbia.

Ix. This agreement shall, become effective as of the date that. al partiesfher.

have executed same and the Commission has approved the'entire agreement.

X. Respondents shal have no more than thirty (30) days from the date this

agreement become effective to comply with and Implement the requirements contained In

this agreement and to so notify the Commission.

XI. This Conciliation Agreement constitutes the entire agreement between the

parties on the matters raised herein, and no other statement, promise, or agreement,

either written or oral, made by either party or by agents of either party, that is not

- contained in this written agreement shall be valid.

FOR THE COMMISSION:
Un

If) Charles N. Steel

General Cou~j

-V By:
Ken e- Grossh -oAl's Tte,

C Associate General Co el

Lfl|

F~kT RS NDENT:

a iDrham WincowMOa I

-3-



FEWEAL ELECTION COMMISSION
WA^"NTONAOC. 203

Gwl111tts4 ftaZ4rd, & 'Robinson
ftz"*ltan Federal Building
230 Furth Avenue North
Nashville, Tennessee 37219-0757

RE: MUR 2003
Tennessee State Democratic
Committee and Anna Durban
Windrow, as treasurer

Dear ,r. Campbell:

On , 1985, the Commission accepted the conciliation
agreement signed by your client in settlement of a violation of
11 C.F.R.S 102.5(a)(1)(i), a provision of the Commission's
Regulations to the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this matter,
and it will become a part of the public record within thirty
days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits any
information derived in connection with any conciliation attempt
from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us
in writing.

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

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement



BEFORE TE FEDERAL ELECTIlON COMISSION,

In the Matter of )
) MUR 2003

Tennessee State Democratic )
Committee

Anna Durham Windrow, treasurer )

CERTIFICATION

I, Marjorie W. Eumons, Secretary of the Federal

Election Commission, do hereby certify that on August 
16,

1985, the Commission decided by a vote of 6-0 to 
take

the following actions in MUR 2003:

1. Accept the conciliation agreement
signed by Anna Durham Windrow,
treasurer of the Tennessee State
Democratic Committee, submitted
by the General Counsel's Report
signed August 9, 1985.

2. Approve the letter attached to the

General Counsel's Report signed
August 9, 1985.

3. Close the file.

Commissioners Aikens, Elliott, Harris, Josefiak,

McDonald and McGarry voted affirmatively in this 
matter.

Attest:

Date V Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: Wednesday, 8-14-85, 9:13

Circulated on 48 hour tally basis: Wednesday, 8-14-85, 4:00

Deadline for votes: Friday, 8-16-85, 4:00
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SARSARA J. MOSS a k4
TODD J. CAMPBELL
JEPPIRECY MOSLEY
JUSTIN T. MILAN

VIA COURIER
Eric ileinfeld, Eq

General Counsel's Offloe
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: MUR No. 2003 - - Tennessee State Demowatlc Committee nd Anna
Durham Windrow, Treasurer

CT Dear Mr. Kleinfeld:

The Tennessee State Democratic Committee and Anna Duram Windrow,
Treasurer, are in receipt of your letter dated May 17, 1985. I have bee retained to
represent both the Tennessee State Demoertie Committee and Ms. Windrow and the
appropriate designation of cotmsel forms are enelosed.

tn Your letter indicates that the Federal Election Commission has determined that
o there is reason to believe that the Tennessee State Democratic Committee and M.

Windrow violated 2 U.S.C. S 441(b) and 11 C.F.R. S102,5(aXlXi). The letter further
requests answers to Interrogatories and Invites submission of relevant factual and legal
materials. The following response demonstrates that 2 U.S.C. S 411(b) has not been
violated. It further shows that an inadvertent violation of 11 C.F.R. S 102.5(aXlXO was
corrected upon discovery and that no prohibited funds were used n connection with any

L.) federal activity. There Is, therefore, no basb for additional legal action by the FEC.
0o

It is advisable for purposes of this letter to briefly describe the context in which
this matter arose. The Tennessee Democratic Party borrowed $15,000.00 from the U.S.
Bank on May 12, 1983 (Exhibit A). The loan proceeds were transferred diretly by the
Tennessee Democratic Party to the Democratic National Telethon V, State Parties
("Democratic National Telethon Committee") on May 12, 1983. The loan proceeds were
not deposited into any bank account. The loan and transfer were duly reported on the
Tennessee State Democratic Committee's 1983 Mid-Year Report.

The Tennessee Democratic Party paid the U.S. Bank note on November 16, 1983.
Payment was made to the FDIC, receiver for the Bank, in the amount of $16,155.41 In
principal and interest. The repayment was duly reported on the 1983 Year-End Report.
Part of the funds for repayment of the note came from a $7,500.00 transfer from the
Democratic National Telethon Committee on November 10, 1983. This transfer was
deposited into the state Tennessee Democratic Party account on November 15, 1983



6
Erie Kleinfeld
Page 2
May 30, 1985

(Exhibit B). The $7,500.00 transfer was then added to $8,655.41 from the same .est
creating a total of $16,155.41, which was used to pay the U.S. Bank note on the az i

At the time the U.S. Bank loan was repaid the Tenneme Democratic Party did,
know that the Democratic National Telethon Committee was a federal ommlttse r

transfer to the Democratic National Telethon Committee was made by a
administration. The present administration of the Party learned that the Dem e t
National Telethon Committee involved federal activity by letter from thePZC
January 3, 1985. The Tennessee Democratic Party, thereopon, transferred $S,655.4
its federal account to its state account to corret the di ey between the ae__il .

2 U.S.C. 5 441(b), in pertinent part, provides that it is unlawful for a Politles
committee to knowingly accept or receive contributions from labor organizations The
General Counsel's Factual And Legal Analysis raises the question of whether the $,655.41
used to repay the $15,000.00 U.S. Bank loan on November 16, 1983 containdi m
prohibited labor funds. The enclosed answers to the interrogatories and the so g
bank records attached hereto as exhibits conclusively demonstrate that no bor

(M organization funds were used to repay the U.S. Bank loan.

The total amount of funds In
November 16, 1983 was $18,507.71.
accounted for as follows:

the Tennessee Democratic Party's state account on
(Interrogatory No. 3; Exhibit C). This amount Is

(a) $8,655.41 in loan proceeds - - deposited 11-15-83 (Exhibits C, D, and E).

(b) $7,500.00 - D.N.C. Services
(Exhibits B, C, and E).

(c) $360.00 in contributions from
and F).

(d) $424.00 in contributions from
and G).

(e) $856.25 in contributions from
and H).

Corporation transfer - - deposited 11-15-83

individuals - - deposited 11-15-83 (Exhibits C

individuals - - deposited 10-28-83 (Exhibits C

individuals - - deposited 10-27-83 (Exhibits C

(f) $27.00 bank credit due to bank error - - made 10-27-83 (Exhibit C).

(g) $685.05 in loan proceeds - - $10,000.00 in loan proceeds were deposited
10-18-83 (Exhibits I, E, and J).

Total $18,507.71



Please advise if you need further information.

Sincerely,

C44 --4. -0
Todd Campbell

TC/elw

Enclosures

'rit Kleinfeld
IPag 3
Wy 30, 1985

None of the contributions from individuals deposited as currency or coins as n0o , nExzhibits F, (3, and H contained labor organization funds. (Interrogatory No. 1).

11 C'F'R. 5 102.5(a)lXl) provides that political committees must uaa 1Sme
disbursements In connection with any federal election from Its federal account. 110 ,
Tennessee Democratic Party did not know at the time It repaid the U.S. Bank not. ftt 4C
had been used in connection with federal election activity. A prior adminlst", r 6l L
proured the note and made the transfer to the Democratic National Tlemth
Committee. Repayment of the U.S. Bank note from the state account, therefore, was nt
a knowing or willful violation of 11 C.F.R. S l02.5(aXlX)1 The Inadvertent use Qt f
state account also constitutes harmless error since no labor monies or other prohlbitOW
funds were used to repay the loan. The Tennessee Democratic Party, moreover, cone...d
the problem once it was discovered by transferring appropriate funds from its feetW
account to Its state account. (Exhibit 9). The FEC, thus, should not take further l
action In this matter.
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Questions -for the Tennessee State Democratic Committee

On May 14 , 1985, the Federal Election Commission
('Commissibn") determined there was reason to believe that the
Tennessee State Democratic Committee and Anna Durham Windrow, as
treasurer, violated 2 U.S.C. S 441b of the Federal Election
Campaign Act of 1971, as amended, ("Act')and 11 C.F.R.
S 102.5(a) (1) (i) of the Commission's Regulations.

As part of its investigation into this matter, the-..

Commission requests that answers be provided to the following
questions.. The "loan" refers to the $15,000 loan which the
Tennessee Democratic Party received from the United Southern Bank
and transferred to the Democratic National Telethon.

I. At the time of repayment of the loan on November 16, 1983,
was any of the money contained in your non-federal account
attributable to labor union contributions?

ANSWER: No.

2. If the answer to question number 1 is yes, state the total
amount of funds in your non-federal account which had a
union source at the time of repayment of the loan on
November 16, 1983.

ANSWER: See Answer to Interrogatory No. 1.

3. State the total amount of funds in your non-federal account
at the time of repayment of the loan on November 16, 1983.

ANSu TER: $18,507.71.

I, Anna Durham Windrow, make oath and state that the answers to the foregoing

interrogatories are correct to the best of my k ledge a belief.

" Anna urq~h Wnrw

SWORN TO AND SUBSCRIBED before

PIT this ?L) LAay of , 1985.

NOTARYPBI

MY COMMISSION EYPIRES: ) -
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NI ETF0. F11 9rrO.N COPY OF THE NOTE. THIS THE DATE FIRST AB3OVE WRITTEN.
'P3HTRTT A
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TENNESSEE dEMPCRATIC FXECUTTVE COVWITTEE
205 TTh AVENUE NORTH
NASHVILLE TN' 37203

%TFNF%.T SI, 4ANY•. 00000000• • ••••• •• ••• •.e*e .

PRFVIOUS STATMENT 10/20t83, BALANCE CF....
5 DEPOSITS ANn..OTHER CREDITS TnTALIGo

36 CHFCKS AND OTHFR 08ITS TOTALINGO...
SERVICE CHARGE APOUNT....•...•.•.

CURRENT RALANCE AS OF STATENFNT DATE......

iCRIPTIVE TRANSACTIONS•••••..•.•.••..•..,••.•
"TE AMOUNT TRANSACTION DFSCRIPTION

/o27.00. nEPOSIT FRRCP - REFER TC
'27 856.254 DEPOSIT T NK YOU

W'28 424.00+ DEPOSIT TANK YOU
'15 360.00. OEPOSIT THANK YOU

cItS 16,155o41. LOAN PROCEEDS - THANK YOU

7362.20
17,822.66
23,732.56

.00
1O452. *0

ENCLOSEn ITFM

LnTE..CHECK NO••
L0l 11.6

L124 119*

& 2 1  120
'02 121

V, 21 122
121 123

0125 125*
f. 25 126-
M25 127
ad27 128
'25 129?
128 130
'28 131

'04
'04
'02
'08r NDICATES

132
133
134
135
136
A SKI

..... • AMOUNT
29•02

100.00
60.00
71.40
65•q8
81.66

884 00
40.00
80.00
8.q5

117.50
3q6.00
416e50

1,250.00
45176

* 400.00
460.36

IN SEOUFNTIAL

OATE•
11/10
11/10
11/10
11/15
11/14
11/14
11/14
11/15
11/14
11/10
11/14
11/10
11/14
11/14
11/14
11/1.4
1l/I
11/17
CHECK

,CI'ECK NO..•.••.

13 8

139
140
141
14?
143
144
145~
1.4-*
14;l
14n
150
151
152
154*
155 1
156

NUPFP.FPS

"A4CUNT
5.74

151.78
60.O0l

70.00
19,95
100000
23e.59
412.00
197.67

?2 .60
19?.82
29.5?
62.00
6.75

213.50
20.36

6,155.41
900.00

%OOSS CANG SEE mEvEmE Sing OP Iron STATEMENT

COLLECTIVF EXHIBIT C
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LY ALA4CF SUMVARY....o eso*e6e0*qseo0o*seeoe*eo ..........*.1
OATE*•0•••••0SAL AWC F 6A1F, o o .o o o *AL :4CE
10/21 ,'? 4.56 1 102 4966q.44
10/24 7, 054.6 11/0n4 4,3 62.8
tO/? ,9 3 .06 11R 3 , 702.5?
16127 6,607.36 13/10 3, 26.74

60/' 46,460*6 11/fl,4 2,9474.310
t0/3t .,168.6 tills .
11/01 5,140.04 11/17 t452.30

***** NASHVILLE CITYRANK %ILL
***$*** NOVFMBER 24TH, DUE TO

RF CLCSFr) THUPr)AY, **,
THANKSGIVING DAY. *****,,

41,

("

,ODUS CmAfG UK MvyES SalE OF T"IE STATUMNT

COLLECTIVE EXHIBIT C
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TENNESSEE OE,4OCRATIC EXECUTIVE 0#I,,,ITTFE
2015 7TH AVENUE NORTH
NASHVILLE TN 37203

L~Z~.J
VITEEET $Ut4qARY*' .. eo. ,; .. •• . 4• •.. .
•PREVIOUS STATMENT 09/20/83, BALANC! OF•...

2 DEPOSITS ANO-OTHER CRE)ITS TnTALING.
It CHFCKS Alr) nTHER DEBITS TOTALING....

SERVICE CHARGE'AMOUNT.•••*•****• •,
CURRENT BALANCE AS OF STATEMFNT DATE'*.*.**

;CR IP T VF
vTE
"'30qw.#Is

.0 o 3 f ea .,
000 000

101 15.00
.3,792.63

.107,362.20

TRAN SAC T]ONS...** .... ,..... ... r.. S *g . * 00..* **
AMOUNT TRANSACTION DESCRIPTION'
115.00+ DEPOSIT THANK YOU ;

10,000.00+ LOAN PROCEEDS - THANK vnu
IKTE..CHECK NOs.."... AMOUNT OATE. rHECK

'29 106 j 57.75 10/14
(40 0*100.00 10/141'07 109 109 50.00 10,1

'05 IO 1 96.00 10/2) 1
Lfl 1 Pis 200000 10/201

'13 112 24*00
€XNDICATES A SKIP SEQUENTIAL CHFCK NUIRFtERS

BALANCE SU'MARY........
DATE. • •, ,•,ALANCE
09/?9 982.o0
09/30 1,097.08
10/0s 901008

- 10/07 . 5100" "

NI;.
13
14

Is*
24*

• * ... •.A 41JNT
60.00
,.5.B8
e4.62

2,457,88
636.50

000000000000 0•0000 0*00 000 0 0 i i
PATF.
10/13
10/14
10/18

..... 10/2^1

***** NAS1HVILLE CITYBANK WILL BE CLnSED
******** NOVEMBER I1TH,' DUE TO VETE-RANS

* ******ALANCF

741.20
11,456.5,3

.9 ,362.21

Fgzl)AY9 **
nAY. *******4i

DOW=I CHAN-E SEE NEIE CO OP THIS STATEMENT

EXHIBIT I



Nshvik City lank £ Tnr Co. (I ferf "Nuhvif Ckylank" of "sigk") ha loaned or a to lead to ti uuderulgm iia• ,mr 4 t .ou,..,. and I01
e@ldINed by the execuIon hereof by lak h ncplSMO hirt ,huo~ atd

DOl" (_iL.000.00)dO be evidewd by a promiory n adrmote equaling said a a t. Une m 'e$ 1
pIW MsdhVllkClt blank intere a the ratels) a follows:
chee o one of dwh fow oin -

a w The Ni C plmr ifm rom timeo im l.. ee e pouts per ami t Jard Interes rat-1 b Pawy

,b),M afdk er at epPil ,,learapp in-slW.num latet satb e p be vin., gu.W.

OR___
2 b) The Nshville Citylan Irime rt, e - pIrenteos points per annum, said nterest rte o be adjusted . ..

,___________. ... m, to reameththen existng asv
Citlamk prime ram h e so varyi rae shl never emed the m imum effecd rate perm ab under &PPlcl lw-.
isterm shalbe void

Olt
o 6) TWh Nail Citylank prim rate. pus- percenag pointe per annum, the said Nahvill Cisylaak prim rate bng

dmned and set by lank sof (1) the date of the exectio of this interest caict by all partie hereto or (2) at the option of

leank, the dase of closing of the lea transaction. As the Nashvile Citylank prim rate ncrease or demise during the tem iof the-

loam, the rate fixed hereby shal no chn, however, at lank'-s Option, upon ay permitte renewa or =%eto of the ioan or

aeteo) evidencing the lean, the renewal or extension shal be made at the then exit Nlashvile Cityleak primn rateu

peentage points per annum, but no to exceed the maxium effective rawe permissible at the tim of such extension or renwal

under applical law, ora leak'*1s optio" any additional rate perssibl under applcable law. Inteshalld be paid.........

b..............

OR
O d) The rat of Percent per anum. Interestshal be paid

Upon any p oei rnal O extension of the loan or nste(s) evidencing the lan, the rnes be th sme.

The security interests and colatra given to secure said note(s) or any other notes, loa or other evidences of idetdne of the

unto Nashville Citylank shallalso see the undertaking of undersigned in this contract. At aY im that si note, lOa o

otrWde o inte es become dueand payable wheher by normal maturity or by accelera as provi in said nots loanor

Other evidences of indebednes. interm t at the aforesaid rate on said indebt sll beco immediately due ad payab

notwithstanding the payment intervas sated in any such notes, loans or other evidencs Of indebtedns. twithstanding anything to

the contrary contained herein, after maturity, interest shall accrue at the hijhest rate then permissible under applicable law.

It is hereby expressly agreed that if from any cirua whatsoever fulfillment of any provision of this contract at the dume

performance of such provision shall be due shall involve transcending the limit of validity presently described by any applcable usury

.tatule ur any other law, with regard to the obliations of like character and amount, then, the obligation to fulil shall be reduced to the

limit of such validity, so that in no event shall y exatin be posMe under this contract that is in excess of the limit of such validity, but

such obligation shall be fulfilled to the limit of such validity. In the event it is determined that interest has been collected in an amout

which exceeds the maximum permitted under applicable law, in effect from time to time, such amounts will be accounted for first in

reduction of the principal balance due, and any remaining excess will be used to decrease any interest then owing, or lastly, will be

refunded to the undersiiled.
The undersigned jointly and seerly agree to pay any and all costs and expenses incurred by Bank in the enforcement or collection of

this obligation or any otherbdt or obligation of the undersigned to Bank, including but not limited to reasonable attorney's fees, court

costs, postage and telephone Charges. and reasonable compensation for time expended by Bank personnel, as well as any other expense so

incurred.
This contract is to be construed according to the laws of the State of Tennessee. if any provision of this contract shall for any reason be

held to be invalid or unenforceable, such invalidity or unenforceability shall not affect any other provision hereof.

NASHVI ECATRUST Tennessee Democratic Executive Committee

(44. /. BY:

By: onl L. Samuels Borrowers

ca 112 inge18 0341
COLLECTIVr EXHIBIT J
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LAW OP cICE 9.
GVLLEzTD SANWORD & 10O3**$Ot

8. S. GULLT?
VALERIUS SANFORD
JACK W. ROGINSON
W. HAROLD SIGNAM
ALLEN D. LENTZ
JOEL M. LEEMAN

JEAN NELSON
WESLEY D. TURNER

A^*DANA J. MOSS
TODD J. CAMPSELL

JErriY MOSILEY

JUSTIN 1. MILAM

"7

May 23, 1985

Eric Kleinfeld, Esq.
General Counsel's Office
Federal Election Commission
Washington, DC 20463

Re: MUR No. 2003 - Tennessee State Democratic Committee and Anna
Durham Windrow, Treasurer

Dear Mr. Kleinfeld:

Please be advised that I will be representing the Tennessee State Democratic
Committee and Anna Durham Windrow, Treasurer, in the above-referenced matter.
An appropriate designation of counsel form will be submitted forthwith.

We will respond to your inquiries in a timely manner as soon as we have had
an opportunity to review the matter.

Sincerely,

Todd Campbell

TC:bh

00

C~ C
(~.

P 0



LAW OFFICES

GULLETT, SANFORD & ROBINSON

CP. O. Box 27S7

INASHVILLE, TNNCSSCe 37219-0757 J~j eace

Eric Kleinfeld, Esq.
General Counsel's Office
Federal Election Commission
Washington, DC 20463

1If 11,1I 111,, 11 111 11 111,, lll l 1
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of 2)MIM 2003

Tennessee State Democratic )
Committee )

Anna Durham Windrow, treasurer )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on June 19,

1985, the Commission decided by a vote of 6-0 to take

the following actions in MUR 2003:

1. Take no further action against the Tennessee
State Democratic Committee and Anna Durham
Windrow, as treasurer, for a violation of
2 U.S.C. S 441b;

2. Enter into conciliation with the Tennessee
State Democratic Committee and Anna Durham
Windrow, as treasurer, prior to a finding
of probable cause to believe that a violation
of 11 CFR S 102.5(a)(1)(i) occurred;

3. Approve the proposed conciliation agreement
attached to the General Counsel's Report
signed June 14, 1985;

4. Approve and send the letter attached to the
General Counsel's Report signed June 14, 1985.

Commissioners Aikens, Elliott, Harris, McDonald,

McGarry and Reiche voted affirmatively in this matter.

Attest:

-~ r) ____________

Date Marjorie W. Emmons
Secretary of the Commission



FEDERAL ELECTION COMMISSION'
WASHINCTON,14XC. 20463

ana on ha Windrov, treasurer

? o*ssee.State Democratic Committee
40 R11*ge Street
vab~iille, TN 37210

RE: 'UR
Tennessee State Democratic
Committee and Anna Durham
Windrow, treasurer

Dear Ms. Windrow:

l On , 985, the Federal. Election Commisslon
determined that there is reason to believe that the Tennessee
State Democratic Committee and you, as treasurer, violated
2 U.S.C. S 441b, a provision of the Federal Election Campaign Act
of 1971, as amended ("the Act") and 11 C.F.R. S 102.5(a)(1)(i), a

in 'provision of the Commission's Regulations. The General Counsel's
factual and legal analysis, which formed a basis for the

o Commission's findings, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the committee. 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, along with your answers to the

0O enclosed questions, within ten days of your receipt of this
letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
committee and you, as treasurer, 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).



Anna Durham Windrow, treasurer
Page 2

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),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact
Eric Kleinfeld, the attorney assigned to this matter, at (202)
523-4000.

Sincerely,

CM

John Warren McGarry
C4 Chairman

U)

Lt Enclosures

o Questions
General Counsel's Factual and Legal Analysis
Procedures

Alm Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
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$ay 1,18

A-a Durham Windrow, treasurer
?.nnlesee State Democratic Committee
40 Rutledge Street
Nashville, TN 37210

RE: MUR 2003
Tennessee State tDemoatL
Committee and Anna urham
Windrow, treasurer

Dear Ms. Windrow:
Lfl

On Nay 14 , 1985, the Federal Election Copaission
determined that there is reason to believe that the Teesee

C 'State Democratic Committee and you, as treasurer, violated
2 U.S.C. S 441b, a provision of the Federal Election Campaign Act
of 1971, as amended (wthe Act") and 11 C.F.R. S 102.5(a),(1)(i), a
provision of the Commission's Regulations. The General Counsel's

U? factual and legal analysis, which formed a basis for the
Commission's findings, is attached for your information.

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

o submit any factual or legal materials which you believe are
relevant to the Commission's consideration of this matter.Ln Please submit any such materials, along with your answers to the

co enclosed questions, within ten days of your receipt of this
letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
committee and you, as treasurer, 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).



Anna Durham Windrow, treasurer
Page 2

If you intend to be represented by counsel in this mattr,
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) I(2)(A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact
Eric Kleinfeld, the attorney assigned to this matter, at (202)
523-4000.

Sin

Jn Warren McGarry

Chairman

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



9 Kestions for the Tennessee State Democratic.- ittee

on May 14 1985, the Federal Election Comissi . .
("Commission") determined there was reason tobelieve nthat *h
Tennessee State Democratic Committee and Anna, DOurha Wimi~e,*
ttosurer, violated 2 U.S.C. S 441b of the Fedra 3letleoi
Ca sign Act of 1971, as amended, ("AWt) an4 11 C.1.R,

102-.5C(a) (1) () of the Commission's Regulations.,

As part of its investigation into this matter, the
oimi~mssion requests that answers be provided to the folloing
questions. The "loan" refers to the $15,000 loanwhich the
Tennessee Democratic Party received from the United Southern Bank
and transferred to the Democratic National Telethon.

1. At the time of repayment of the loan on November 16, 1983,
was any of the money contained in your non-federal account
attributable to labor union contributions?

2. If the answer to question number 1 is yes, state the total
amount of funds in your non-federal account which had a
union source at the time of repayment of the loan on
November 16, 1983.

3. State the total amount of funds in your non-federal account
at the time of repayment of the loan on November 16, 1983.



SUIMMY or LngTIONS

The Tennessee State Democratic Committee ("Committee*) a.

;rStte. d to this Office by the Reports Analysis Division I(W" ) Eto

p0ssible violations of 11 C.F.R. 5 102.5(a) (1) (i) and

S 302,6(a) (1) (iv) in connection with a $15,000 bank loan obtained by

the Tennessee Democratic Party1' and subsequently transferred as an

advance for a joint fundraiser, the Democratic National Telethon

("DUT"). The loan was repaid by the Party's state account.

FACTUAL AND LEGAL ANALYSIS

0 !a. Factual Background

tfl The Tennessee Democratic Party on May 12, 1983 borrowed

$15,000 from the United Southern Bank of Nashville. The loan was

guaranteed by three individuals for $5000 each, had a due date of

In November 8, 1983, and was to be at an interest rate of one point

o above the prime rate. On the same day that the money was

borrowed (May 12), it was transferred to the Democratic National

oTelethon, a federal account. The loan proceeds were advanced as

the Tennessee Democratic Party's share of costs for a joint

fundraising event (the telethon) which the Democratic National

Committee held on May 28-29, 1983, in conjunction with 35

Democratic state party committees.

I/ As explained infra, a reference to the Tennessee Democratic
Party ("Party") means the Democratic party organization in the
state of Tennessee. This was also the name of that
organization's non-federal acount. A reference to the Tennessee
State Democratic Committee ("Committee") means the federal
account which was subsequently set up by the Party.



Acording to the Tennessee Democratic Party in !res, to,

MD'S inquiry, the loan proceeds were not deposited into 14 y

account prior to the transfer to DNT. The Party's only aWount

said to be in existence at the time the money was borrowed was a

stat* account entitled OTennessee Democratic Party.". nowwevr, "on.

N I9, 1983, the party filed a statement of organization with

the Federal Election Commission ("Commission") for the Tennessee

State Democratic Committee, its federal account. Subsequently,

the Committee disclosed on its 1983 Mid-Year Report (filed on

July 29, 1983) the $15,000 loan from United Southern Bank and the

corresponding $15,000 transfer-out to DNT.

Because the loan was reported as still outstanding on the

Committee's 1983 Year-End Report, RAD sent a Request for

Additional Information (ERFAIO) to the Committee on October 18,

1984, followed by a Second Notice on November 8, 1984, noting a

possible violation of 11 C.F.R. S 102.5 and requesting additional

clarifying information.

T The Tennessee Democratic Party subsequently indicated that

the loan was repaid on November 16, 1983, and the Committee

reported the repayment on its amended 1983 Year-End Report. The
0

total amount of the repayment was $16,155.14. Of the total

repayment, $7500 came from a transfer by DNT on November 10,

1983, in partial repayment of the original advance for the joint

fundraiser. According to the Party, the remaining $8655.41 used

to repay the bank note came from the Tennessee Democratic Party

account (the state account) instead of from the Committee. On

January 28, 1985 the Tennessee Democratic Party, after contact



with RAD, transferred $86S5.41 from their federal account to"

their state account, to cover the amount of the loan repayment

made from funds contained in the Party's state account.

b. kggal Analysis

Pursuant to 11 C.F.R. S 102.6 (a) (1) (ii), party comgitteoe

may transfer among each other funds in unlimited amounts.

However, any party committee making a transfer (under

I 102.6(a)(1)(ii)) must count such a transfer against the

reporting thresholds of the Federal Election Campaign Act of

1971, as amended, ("Act") in determining whether the party

committee is a political committee within the meaning of 2 U.S.C.

S 431(4) and 11 C.F.R. S 100.5. Any committee which makes

expenditures in excess of $1000 during a calendar year is a

political committee pursuant to 2 U.S.C. S 431(4), triggering the

Act's registration and reporting requirements. Under 2 U.S.C.

S 433(a), a party committee must file a statement of organization

within 10 days after becoming a political committee.

Under this analysis, the transfer of loan proceeds from the

Tennessee Democratic Party to DNT was permissible pursuant to

11 C.F.R. S 102.6. However, because the amount of the transfers

to DNT was $15,000, in excess of the limit for unregistered

organizations, the Tennessee Democratic Party qualified as a

political committee, triggering the registration requirements of

the Act. The Tennessee Democratic Party complied with 2 U.S.C.

5 433(a) when it filed a statement of organization for the

federal account, the "Tennessee State Democratic Committee,"

seven days after the transfer to DNT.



Under 11 C.F.R. S 102.5, organizations, including political

parties, that are political committees and wish to finande both

federal and non-federal political activity must do 8 either (1),

through two separate entities, one of which is a separate feG.t&2.

account which alone shall finance the organization's federal

political activity, 11 C.F.R. S 102.5(a)(1)(i)l or (2) through a

single entity which may finance both federal and non-federal

elections, as long as all contributions it receives are subject

to the Act's prohibitions and limitations, 11 C.F.R.

S 102.5(a) (1) (11).2/

A federal account which is established under the first

alternative shall be treated as a separate federal political

committee and must comply with the Act's requirements, including
C~4
W registration and reporting. 11 C.F.R. S 102.5(a)(1)(i). All

Udisbursements made by the political committee in connection with

oD any federal election must be made from the federal account. 11

C.F.R. S 102.5(a) (1) (1).
Following receipt of the loan and its subsequent transfer to

Ln
DNT, the Tennessee Democratic Party apparently opened a federal

co
account, registered it with the Commission as the Tennessee State

Democratic Committee and began reporting its activities. Once

having done so, the Party was required, in order to comply with

11 C.F.R. S 102.5, to make all disbursements in connection with a

2/ However, it is not the original transfer to DNT which is
covered by S 102.5, it is the loan repayment. The scope of
S 102.5 apparently does not cover transfers and joint
fundraising. The transfer between the Party and DNT is one
between two distinct entities and is more properly covered by
S 102.6.
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federal election from the federal account. However, i,:Roveber,,

1983, when the Tennessee Democratic Party repaid the loan in -- *1_

question, it used $8655.41 from its non-federal account, The

loan had originally been transferred to DNT,, a federal' aootr

for federal election activity. Therefore, the funds to repay -the

loan which had as their origin the non-federal account ($8655.41)

were required to come from the federal account. Accordingly,

because the loan should have been repaid from the federal

account, the Office of General Counsel recommends that the

Commission find reason to believe that the Tennessee State

Democratic Committee and Anna Durham Windrow, as treasurer,

violated 11 C.F.R. S 102.5(a) (1) (i).

Where, as here, the funds used to repay an obligation in

connection with federal political activity come from a state

(non-federal) account, the potential exists for prohibited funds

to be used for federal political activity. A corporation or

labor organization is prohibited from making a contribution or

expenditure in connection with any federal election. 2 U.S.C.

S 441b. A political committee is prohibited from knowingly

receiving any contribution prohibited by 2 U.S.C. S 441b.

11 C.F.R. S i14.2(c).3/

3/ According to the Commission's publication Campaign Finance
Law 84, Tennessee state law prohibits corporate contributions,
Tennessee Code Annotated S 2-19-132, but permits unlimited
contributions from labor unions. Therefore union funds may have
been used to repay a portion of the loan.
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The loan received by the Tennessee Democratic Party " *R;

for purposes related to federal political activity. Zn n qiva..

a portion of the loan from funds in its state account, -b

,Tennessee Democratic Party may have used funds not sub

Act's prohibitions to satisfy this obligation. For the i,

use impermissible funds in this manner would be an appair 1'i

violation of 2 U.S.C. S 441b. Accordingly, the Office * u i,

Counsel recommends that the Commission find reason to bel*eve'

that the Tennessee State Democratic Committee and Anna Durham

Windrow, as treasurer, violated 2 U.S.C. 5 441b.



BEFORE THE FEDERAL ELECTION COMNISSON

In the Matter of

Tennessee State Democratic
Comittee

Anna Durham Windrow, treasurer

RAD REFERRAL, 03 ,,,

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
-,

Election Commission, do hereby certify that on May 13#

1985, the Commission decided by a vote of 6-0 to take

the following actions in RAD Referral 85L-7:

1. Open a MUR.

2. Find reason to believe that the
Tennessee State Democratic Committee
and Anna Durham Windrow, as treasurer,
violated 2 U.S.C. S 441b.

3. Find reason to believe that the
Tennessee State-Democratic Committee
and Anna Durham Windrow, as treasurer,
violated 11 C.F.R. S 102.5(a) (1) (i).

4. Approve the letter, Factual and Legal
Analysis and Questions for respondent
as submitted with the First General
Counsel's Report signed May 7, 1985.

Commissioners Aikens, Elliott, Harris, McDonald,

McGarry and Reiche voted affirmatively in this matter.

Attest:

Date

I,

SMarjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary:
Circulated on 48 hour tally basis:

5-8-85, 2:49
5-9-85, 11:00



DATE AN I*01F TMIITAL

,SOURCEOF- I.N.TR AL -AUE A

RESPONDEN"s W-S- l Tennessee at*. Dooai 000 tt"
Anna Durham Widr4we, treastw

RELEVANT STATOT ES: 2 U.S,C. S 441b
11 C.F.R, S 102.5 and S 102.6

INTERNAL REPORTS
CHECKED: Committee Reports

FEDERAL AGENCIES
CHECKED: N/A

o GENERATION OF MA TTER

, This matter was referred to the Office of General Counsel on

March 15, 1985 by the Reports Analysis Division (*RAD*) after

their review of reports filed by the Tennessee State Democratic
Committee ("Committee").

0 smmNHM or Tm

The Tennessee State Democratic Committee was referred to

U) this Office for possible violations of 11 C.F.R. S 102.5(a)(1)(i)

CO and S 102.6(a)(1)(iv) in connection with a $15,000 bank loan

obtained by the Tennessee Democratic Party-/ and subsequently

transferred as an advance for a joint fundraiser, the Democratic

National Telethon ("DNT"). The loan was repaid by the Party's

state account.

1/ As explained infra, a reference to the Tennessee Democratic
Party ("Party") means the Democratic party organization in the
state of Tennessee. This was also the name of that
organization's non-federal acount. A reference to the Tennessee
State Democratic Committee ("Committee") means the federal
account which was subsequently set up by the Party.
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FACTUL ADM LUAL. ANAULSIS

a. Factual Background

The Tennessee Democratic Party on may 12, 1983 borrowed
$15,000 from the United Southern Bank of Nashville. The loan WaS
guaranteed by three individuals for $5000 each, had a due date of
November 8, 1983, and was to be at an interest rate of one point
above the prime rate. On the same day that the money was
borrowed (May 12), it was transferred to the Democratic National
Telethon, a federal account. The loan proceeds were advanced as
the Tennessee Democratic Party's share of costs for a joint
fundraising event (the telethon) which the Democratic National

0 Committee held on May 28-29, 1983, in conjunction with 35
N. Democratic state party committees.

C4 According to the Tennessee Democratic Party in response to
U7l RAD's inquiry, the loan proceeds were not deposited into any

account prior to the transfer to DNT. The Party's only account
said to be in existence at the time the money was borrowed was a

o state account entitled "Tennessee Democratic Party." However, on
Lf May 19, 1983, the party filed a statement of organization with
QD the Federal Election Commission ("Commission") for the Tennessee

State Democratic Committee, its federal account. Subsequently,
the Committee disclosed on its 1983 Mid-Year Report (filed on
July 29, 1983) the $15,000 loan from United Southern Bank and the
corresponding $15,000 transfer-out to DNT.

Because the loan was reported as still outstanding on the
Committee's 1983 Year-End Report, RAD sent a Request for
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Additional Information (ORFAZI) to the Committee on October 3 ",

1984, followed by a Second Notice on November 8, 1984, notinag,

possible violation of 11 C.F.R. S 102.5 and requesting additional

clarifying information.

The Tennessee Democratic Party subsequently indicated that

the loan was repaid on November 16, 1983, and the Committee

reported the repayment on its amended 1983 Year-End Report. The

total amount of the repayment was $16,155.14. Of the total

repayment, $7500 came from a transfer by DNT on November 10,

1983, in partial repayment of the original advance for the joint

fundraiser. According to the Party, the remaining $8655.41 used
to repay the bank note came from the Tennessee Democratic Party

account (the state account) instead of from the Committee. OnC4
January 28, 1985 the Tennessee Democratic Party, after contact

Ln with RAD, transferred $8655.41 from their federal account to

o their state account, to cover the amount of the loan repayment

1W made from funds contained in the Party's state account.
0 b. Legal Analysis

LA
Pursuant to 11 C.F.R. S 102.6(a) (1) (ii), party committees

co
may transfer among each other funds in unlimited amounts.

However, any party committee making a transfer (under

S 102.6(a) (1) (ii)) must count such a transfer against the

reporting thresholds of the Federal Election Campaign Act of

1971, as amended, ("Act") in determining whether the party

committee is a political committee within the meaning of 2 U.S.C.

S 431(4) and 11 C.F.R. S 100.5. Any committee which makes

expenditures in excess of $1000 during a calendar year is a
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political comittee pursuant to 2 U.S.C. S 431(4), triggeri"9 the
Act's registration and reporting requirements. Under 2 U.S.C*
S 433(a), a party committee must file a statement of organlsation
within 10 days after becoming a political committee.

Under this analysis, the transfer of loan proceeds from the
Tennessee Democratic Party to DNT was permissible pursuant to
11 C.F.R. S 102.6. However, because the amount of the transfers
to DNT was $15,000, in excess of the limit for unregistered

organizations, the Tennessee Democratic Party qualified as a
political committee, triggering the registration requirements of
the Act. The Tennessee Democratic Party complied with 2 U.S.C.

S 433(a) when it filed a statement of organization for the
federal account, the "Tennessee State Democratic Committeet

seven days after the transfer to DNT.

Under 11 C.F.R. S 102.5, organizations, including political
parties, that are political committees and wish to finance both
federal and non-federal political activity must do so either (1)
through two separate entities, one of which is a separate federal
account which alone shall finance the organization's federal
political activity, 11 C.F.R. S 102.5(a) (1) (i); or (2) through a
single entity which may finance both federal and non-federal

elections, as long as all contributions it receives are subject
to the Act's prohibitions and limitations, 11 C.F.R.

S 102.5(a) (1) (ii). 2 /

2/ However, it is not the original transfer to DNT which iscovered by S 102.5, it is the loan repayment. The scope ofS 102.5 apparently does not cover transfers and jointfundraising. The transfer between the Party and DNT is onebetween two distinct entities and is more properly covered by
S 102.6.
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A federal account which is established under the first

alternative shall be treated as a separate federal political
committee and must comply with the Act's requirements, inc"$d$ng
registration and reporting. 11 C.F.R. S 102.5(a)(1)(1). All

"disbursements made by the political committee in connection with
any federal election must be made from the federal account. 11

C.F.R. S 102.5(a) (1) (i).

Following receipt of the loan and its subsequent transfer to
DNT, the Tennessee Democratic Party apparently opened a federal

account, registered it with the Commission as the Tennessee State
Democratic Committee and began reporting its activities. Once
having done so, the Party was required, in order to comply with
11 C.F.R. S 102.5, to make all disbursements in connection with a
federal election from the federal account. However, in November,

1983, when the Tennessee Democratic Party repaid the loan in
question, it used $8655.41 from its non-federal account. The
loan had originally been transferred to DNT, a federal account,
for federal election activity. Therefore, the funds to repay the
loan which had as their origin the non-federal account ($8655.41)

were required to come from the federal account. Accordingly,

because the loan should have been repaid from the federal

account, the Office of General Counsel recommends that the
Commission find reason to believe that the Tennessee State
Democratic Committee and Anna Durham Windrow, as treasurer,

violated 11 C.F.R. S l02.5(a) (1) (i).

Where, as here, the funds used to repay an obligation in
connection with federal political activity come from a state
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(non-federal) account, the potential exists for prohibited funds

to be used for federal political activity. A corporation or

labor organization is prohibited from making a contribution or

,(expenditure in connection with any federal election. 2 U.S.C.

S 441b. A political committee is prohibited from knowingly

receiving any contribution prohibited by 2 U.S.C. S 441b.

11 C.F.R. S 114. 2 (c)._/

The loan received by the Tennessee Democratic Party was used

for purposes related to federal political activity. In repaying

a portion of the loan from funds in its state account, the

Tennessee Democratic Party may have used funds not subject to the

Act's prohibitions to satisfy this obligation. For the Party to

CM use impermissible funds in this manner would be an apparent

tn violation of 2 U.S.C. S 441b. Accordingly, the Office of General

Ll Counsel recommends that the Commission find reason to believe

0 that the Tennessee State Democratic Committee and Anna Durham

Windrow, as treasurer, violated 2 U.S.C. S 441b.

LO RUCCMEDATIOS
Lfl

00 The Office of General Counsel recommends that the

Commission:

1. Open a MUR.

3/ According to the Commission's publication Campaign Finance
Law 84, Tennessee state law prohibits corporate contributions,
Tennessee Code Annotated S 2-19-132, but permits unlimited
contributions from labor unions. Therefore union funds may have
been used to repay a portion of the loan.
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2. Find 'reason to believe that the Tennessee State Deortc.,.

Committee arnd Anna Durham windrow, as treasurer,? Viaodt.4

2 U9S.C. S,441b.

3 WinO reason to believe that 'the Tennessee, State tm o* ti
Comittee and Anna Durham Windrow, as treasurer' violated

11 C.F.R. S 102.5(a) (1) (1).

4. Approve the attached letter, Factual and Legal MAlysis and

Questions for respondent.

Charles N. Steele

Associate General Counsel

Attachments
A. Referral Materials
B. Proposed letter (1)
C. Questions for respondent
D. Factual and Legal Analysis



REPORTS ANALtSIS REFERRAL

TO

OFFICE OF GENERAL COUNSEL

DATE: 15 March 1985

ANALYST: Michael D. Butterfield

I. COMMITTEE: Tennessee State Democratic Committee
(CO0167346)
Anna Durham Windrow, Treasurer

(May 19, 1984-present)
J.D. Wallace, Treasurer

(May 19, 1983-May 19, 1984)
40 Rutledge Street
Nashville, TN 37210

II. RELEVANT STATUTE: 11 CFR 102.5(a) (1) (i) and
102.6(a) (1) (iv)

III. BACKGROUND:

Apparent Impermissible Transfer of Funds

The Tennessee State Democratic Committee's (Othe
Committee") 1983 Mid-Year Report disclosed receipt of a
$15,000 bank loan on May 12, 1983 with a due date of
November 8, 1983 (Attachment 2). This report also disclosed
a corresponding $15,000 transfer-out to the Democratic
National Telethon ("Telethon Account") on May 12, 1983
(Attachment 3). Since the bank loan was still outstanding
on the 1983 Year End Report, a Request for Additional
Information ("RFAI") was sent to the Committee on October
18, 1984 (Attachment 4).

The Committee submitted a cover letter, an amended Year
End Report, and a copy of a promissory note on November 5,
1984 (Attachment 5). As stated in the cover letter, "the
entire loan, plus the agreed upon interest, was paid in full
to the FDIC on November 16, 1983 . . . because the United
Southern Bank of Nashville had become insolvent." The
repayment, however, was made from the Tennessee Democratic
Executive Committee account.

A Second Notice was sent on November 8, 1984, notifying
the Committee that 11 CFR 102.5 prohibits a non-Federal
account from financing activity in connection with Federal
elections and requesting further information concerning the
loan (Attachment 6).



tN3SSEZ STATE DEMOCRATIC CONS.TTE.
OTS ANALYSIS OGC REFERRAL

On November 26, 1984, the Committee submitted a written
response along with a revised Year End Report (Attat Ont
7). According to the cover .letter, a' tbOzu"hl.
investigation was conducted which revealed that the lOan 1i
question was not deposited in the federal account and was'
not used for federal election activity.* The error In
originally disclosing the activity on the Committee's
reports resulted - from '"duplicative bank account names used
by prior administrators and current administrators of the
Tennessee Democratic Party."

Since the Committee's follow-up response indicated that
its non-Federal account may have transferred funds to the
Telethon Account, an RFAI was sent concerning the 1983 Mid-
Year Report on December 12, 1984 (Attachment 8). The RFAI
provided notification, of an apparent violation of 11 CFR
102.5, and advised the Committee to amend the Mid-Year
Report by deleting the loan received and the transfer-out to

* " the Telethon Account.

C4 . On December 17, 1984, Mr. Patrick Baskette, Executive
Director for the Tennessee Democratic Party ('the Party')
called the RAD analyst and stated that the Committee did not

Il _. have a copy of its Mid-Year Report (Attachment 9) .The
analyst agreed to* send a copy, and also informed Mr.

" - Baskette of the apparent discrepancy involving the bank
loan. Mr. Baskette stated that they were researching the
information and a response would be forthcoming.0

The Committee submitted a letter on December 21, 1984,
which stated that additional clarifying information would be

* provided, as soon as they received and evaluated the
information on the Mid-Year Report (Attachment 10). On
January 3, 1985, a Second Notice was sent to the Committee
which reiterated the points mentioned in the original RFAI
(Attachment 11).

Mr. Todd Campbell, legal counsel for the Party, called
on January 25, 1985 and notified the analyst that the
Committee's response should be received by the Commission in
a few days (Attachment 12).

A detailed letter of explanation presenting-new facts
and several pieces of supporting documentation were received
on January 31, 1985 (Attachment 13). According to the
response, the $15,000 loan obtained by the Party was not
deposited into any bank account; rather, it was transferred
directly to the Telethon Account. At the time, however, the
only account maintained by the Party was a state account
named the Tennessee Democratic Party.



I-NjiNESSEE STATE DEMOCRATIC COMMITTEE
"'EPORTS ANALYSIS OGC REFERRAL

PW3

On November 16, 1983, the state x 0 1 4repad
$16,155.41 on the outstanding loan to the ri*era1 000st
Insurance Corporation, because the United #0i*t) n zk: (ka
,.US. Bank) was no longer in business. e ,tate cunt .
used a $7#500 transfer from the Teehon' Acount and
$8,655.41 of its own funds to repay the 'loan, since the
Party believed that the transactions involved non-Federal
activity. Upon learning to the contrary, the Committee then
transferred-out $8,655.41 to the state account on January
28, 1985, in order to remedy the previous payment by the
state account.

IV. OTHER PENDING MATTERS INITIATED BY MD:

None
cm-

En

Lfl0
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TENNESSEE STATE DEIOCRATIC COMMITI

1983 SrA T OF ORGANIZATION
NOTICE OF FAILURE TO FILE
HID-YEAR REPORT
HID-YEAR REPORT - AMENDMENT
MID-YEAR REPORT - AMNMEfNT
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND
YEAR-END .
YEAR-END - AMENDMENT
YEAR-END --
YEAR-END - AMENDMENT
YEAR-END '- .ADENDME
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFOWATION 2ND

1964 STAT--- OF ORGANIZATION - AIENDMENT
HISCEULANEOUS RPORT
APRIL QUARTERLY
APRIL QUARTERLY - AMNDMENT
APRIL QUARTERLY - AMENDMENT
APRIL QUARTERLY - AMENDMENT
APR IL QUARTERLY - AMENDMENT
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND
JULY QUARTERLY
JULY QUARTERLY - AMENDMEINT
JULY QUARI L -
REQUEST FOR ADDITIONAL W1M~f IoN
REQUEST FOR ADDITIONAL NFORMATION 2ND
OCTOBER QUARTERLY
OCTOBER QUARTWLY -

OCTOBER QUARTERLY "AMENDWT
OCTOBER QUARTERLY - NUIDIENT
NOTICE OF FAILURE TO FILE
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND
PRE-GENERAL
PRE-GENERAL - AMENDMENT
PRE-GENERAL - AMENDMENT
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND
POST-GENERAL
POST-GENERAL - AMENDMENT
POST-GENERAL - AMENDMENT
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND

15,000

0.0

-0
7250

022,688
.0

21.668
21,688

58.927

56.927

44v066
680166
67,166
67,166

30.388
30,388
30#38

53,780
53.780

15.000

0
16.155

0
16.155

I.
I.

018,033
' 0

160833
18033

61.712

43.72664,472
65.472
65.472

29464329,643
31.643

48,602
48,602

1APR83 -3oJUWU
12M&T3 - M3

IJAN63 -33

IJAM3 -3

1JUL63 -3 3

1IJU3 ,3I 3
1JUL63 31E S

10C184 -
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1JAi4 "3 041JAN64 31i
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16OCT63 -26*
16OCT64 -iiiW64
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FW.ERA ION COMlISSION
COMHITTEE IND=C OF DISCLOSURE DOCUITS - (C) 03-4)

PARTT TELA'1D

COMMIaFEE DOCUMENT RECEIPTS DISMmu,,

YEhR-END
1985 MISCELLANEOUS REPORT

TOTAL

2.382

2564631

3 °000

0 MAP.SI7 0 242

Al1 reports have been reviewed.
Cash on hand as of 12/31/84:
Debts owed by committee as of 12/31/84:
Debts owed to committee as of 12/31/84:

1*

I,,.

4. $7,670
so
$0

S0,.

a
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Attic t et 4

FEDERAL ELECTION COMMISSION

WAI5tC10t. 0 C a f I

Anna Durham Windrov, Treasurer
Tennessee State Democratic Committee
205 Seventh Avenue North
MashvLlle, TV 37219

Identification Ulmbers C00167346 .
References Tear ind Report (7/l/83-12/3l/83)

Dear Is. Windrows

This letter is prompted by the CoissLones preliminary
Oreview of the report(s) referenced above. The review raisedquestions concerning certain information contained in the
- .report(s). An Itemization follows

-Schedule C of your Mid-Year Report discloses a. loanJ from United Planters lank, Incurred on 5/12/83 with adue date of 11/8/83. Your 1983 Tear Bnd Reportdiscloses the same loan, but with a different due d&te.If you have received an extension for this loan,must notify the Commission in writing. Please ,larfy
this discrepancy to show that the extension was made inthe ordinary course of business and in accordance with
applicable law.

C An amendment to your original report(s) correcting the aboveproblem(s) should be filed with the Federal Election Commissionwithin fifteen (15) days of the date of this letter. If you needassistance, please feel free to contact me on our toll-freeI W number, (800) 424-9530. My local number Is (202) 523-4048.

Sincerely,

Michael Butterfield
Reports Analyst
Reports Analysis Division
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D~tr M. luter! eld:"

plwsuant to MW letter of 8/16/84. I am tDOvMad..... V" . ,..,..r,,4U, I- 171/8).,-12 31/63).

pa .1 g 4

to .ma an m lment

. to o~w original -. ~-*-

C F ter a r -wie of t -he TennSe DGOatlc P 's finmiat r o by

CowSer we ie,, to clarify ow rert. the $S,000. noe that.,,

pC- t arty held last year was vith the United Ssthern a* . .

4"'b ill" e 7N, AS "ai.15Y rq'tedv the 9 l~antors of the on %we

P%7 Wil T., Ch I. Snt, 3. k ard Kte* Syler. he ent re loan, plus

I .. the s •f.itee, iteret .a vid in full to the IC on %,
4 1%3. The loan'%a rdp to the -DIC becase the Unite dU hn

Ma* of 0 .astwil1l has M ineolvent. The loan -'iLLM A VRank.M t-I o- .
0 coy o w pai

n r 
.iss-yc we is enclose.

o "•r direct remsrne to ywo" troulry, the Tennessee D IoCatic Party O

Tennssee did not receive an extension tr the &fmref iond loan. The

"- loan was .id in f ul , o1'16/S3.

C If" ;ou have af; qjestions or need a &tional infor-tion, please

In b.aCI. 1e or t.-. Dice-utive Diroc','r, Patrick laskette. at

" om'e~dielC(.
Go

Treasurer
Tennessee De.Yratic Party
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THIS AGREEMENT IS SUBJECT TO THE ADDITIONAL PROVISONS

)F THE SAME BEING INCORPORATED HEREIN BY REFERENCE

MAKER AGREES TO THE TERMS AND PROVISIONS HEREOF AND ACKNOWLEDGES RECEIPT Or A CO-

'LETED FILLED 'N rPY OF THE NOTE. THIS THE DATE FIRST ABOVE WRITTEN
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P-sf ormt ion requied by theU

STout October 319 4 t o
have not rvided all the requsted it" 40W

* response to be cosidered %e. f ie wiSLfisls
still retie

PP ferena-Toor WiOnOwe 19-3 tea-4w 1 t * l
.160155o41 on Line 24 of the Setaled . p .e
o eMgter letter ed acCn" i re#o r.

Iaea Lo tnom ic reqaired

states that the loan msa_ repaid from the tenaOese
Democratic gzecutive mittee oount. Please be
advised that 11 CR 102.S paoibits a mn-Federal
acount from financing activity in ounsection witb
Federal elections. Please Peov0de further clarifying
information regarding this matter. in addition, since
your C ittee did not make th. loafn repayOnts Line 14
and the Total Disbursement figures for th per iod
should be revised to delete the transaction.

Although the Comission ma initiate legal action
regarding the activities oomdocted I your o-Federal
account, any clarifying Informtion that .you can
provide will be taken into oosideratiof.

If this information is not received by the COMIssoft withinfifteen (15) day t from the date of this notice, the ComissiOn

may choose to initiate audit or legal enforcement action.

-.-
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w. Ruageg 1t~o of 3-'-'Jo utled. ....e
Nashville. Tennessee 31210 November 2U, 1984

Mr. John D. Olbe
Assistant Staff irector

e Analysis Division

Washlnton, DC 30463

Re o U'eMen Democratic Party - FEC No. C0167346

Dear Mr. Gib$ont

I am in receipt of your letter of November 8, 1984, pertaining to the 1983

Year-End Report of the TOen Democata Party. Your letter makes inquiry
into the repayment of a loan identified on line 24 of the detailed summary peP-
I have enclosed an amendment to the Report in rspone to your questions Ld newly.

discovered information.
Lot

On or about October 31, 1984, the Tennessee Democratic Party amended
its 1983 Year-End Rep or to show a loan and repayment totaln #ISO0 p Interest.

o At the time of the amendment It was believed that the loan proe had been

deposited in the federal account of the Tennesee Democratle Party and, hence,

r% that such activity'wks reportable. In response to your inquiry, a throug Invtigption

was conducted which revealed that the loan In question was not deposited in the
00 federal account and was not used for federal election activity. The confusion about

the depository for the loan resulted from duplicative bank. account names used by

prior administrators and current administrators of the Tennessee Democratic Party.

.In 1983 the non-federal bank account was designated "Tennessee Democratic Party."

The loan proceeds were deposited in that account and the account was later closed

by new administrators. The new officials then opened a federal account designated

"Tennessee Democratic Party." The duplicative names caused the inadvertent

reporting of the loans and repayment.

It is apparent, based on this newly discovered Information, that neither the

loan nor its repayment Involved federal accounts or federal election activity. The

loan and repayment, therefore, should not have been reported. The enclosed

amendment is, accordingly, so revised. Please contact me or our Executive Director,

Pat Baskette, in the event you need additional information.

Sincrely,

4nnea Durham indrow

Treasurer
Tennewsee Democratic Party

ADW:bh

enrlostire
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FEDERAL ELECTION COMMISSION

An"aDurbus %fe isurer a

40 Iutledge Street
Vasbville. I3 37210

Identificetion uhmbers C00167346.

Neferenoes Xid-oeru lport (2//S3-7/31/B3)

Dear ms. windrov

This letter is pbytd the on solo's telinmiw
review of the report(a) referenced above. te: relev ised
questions rning certain infomtio otaiad is the
report(s). An Itemization follows$ Pon

-our original report discloses rc"ipt fa $15 0W

bank loan# .and a corresponding trar nt-out. to the
DemoNratic National Omittee tWlethon a t. Your

0 letter dated 3ov r 21, 1984, V eer sate that
the loan in question was not dos ited I " -u
Federal account. Therefore, it a age that the
transfer to the Democratic National OmItte telethon
Account &as made tfrm your omsittee's non-edralr j account.

Under 11 CPR 102.S all disbursments, contributions,
expenditures, and transfers in oonnection with any

r WFederal election are required to be made from a
comittees Federal account. Although the Comission
may Initiate audit or legal enforcement action
regarding the transfer of funds from your non-Federal
account, any additional clarifying information that you
can provide will be taken into consideration.

You are advised that the Kid-Tear Report should be
amended to delete the loan received and the transfer-
out to the Democratic National Comittee Telethon
Account.

An men ent to your original report(s) correcting the above
problem(s) abould be filed with the Federal Zlection ComLssion



1! 1th date of thiLs letter* ~m
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* 3*inil mmberto (202) 13S6

Michael D. Buttertield
Reports analyst
Reports Analysis Division
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AINALYST: Michae* Butterfield

CONVERSATION WITH: Mr. Patrick Baskette

CO-MMITTEE: Tennessee Democratic Party

DATE: December 17, 1984

SUBECT(S): Request for Additional Information for Mid-Year 1983

Mr. Patrick Baskette, Executive Director for 
the Tennessee DunoVit1c

Party called concerning an RFAI that was sent to him on December 12th.,

Baskette asked the Analyst to send a 
duplicate copy of the 1983 Mid-Year

Report;tHe explained that since there 
was a new administration running

the show, they had some problems locating 
duplicate copies of reports

that were mailed to the FEC. The Analyst informed Mr. Baskette that he

would send a duplicate copy of the 
Mid-Year Report. The Analyst also

informed Mr. Baskette of the contents 
of the letter dated November 21, 1984

and the discrepancy involved in reporting 
of the Bank loan. Mr. Baskette

informed the Analyst that it is the goal 
of the Tennessee Democratic Party

to fully comply with the rules and 
regulations of the.Federal Election

Comission and the Federal Campaign Act. 
Mr Baskette indicated that they

were researching their records and 
a response would be forthecoming.

"" . ;. ;Z : " 6.
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Reports Analyst
Reports Analysis Division
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References C00167346

Dear Kr. Sutterfields

We are in receipt of your letter of Deceber 12# 19$4, re
our 1913 Kid-Year Report. Your letter makes inquiry into the
receipt of a $15,000 bank loan and a corresponding
transfer-out to the Democratic National Ccamittee Tel*thon
hecount. Your letter also requests that we file an 4enAent
to the 1983 Kid-Year Report to delete these transactions, in
view of pcevious correspondence on this mtter.

We have requested and you have agreed to piovide us with a
copy of the 19S3 Kid-Year Report showing the transection in
question. Upon receipt of the Report we will evaluate it and
promptly submit an endeent and additional clarifyifn
information as appropriate. We request that the Commission
not take any further action on this matter pending our
forthcoai ng response.

M W~y

Treasurer
Tennessee Dmocratic Party
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bantificaton Nu acrr t00167346

Demene8 Ntid-oear Deport (Telet3-/ f ot)

Dear d. #ndrotW
.;December 22.294 youmars noifidtbt evwe

@otibatoan aI/o qeioitwes lo reporitinto 7"*t

above-refetalc report() aised t ies a t
information required by the Federal letiona COmaigae At. .

* ha not prowied all the requested infomtion._ .. tatresponse to be considered adeute, the following informaltieb is
t- still required.

) -Tour original report discloses receipt Of a $15,W
1 bank loan, aid a corresponding tranifer-out t h

Deocratic National Cmtte Telethon Account. Tour
€C letter dated November 21. i9s4. hweyver, oates that

the loan in question as not .deposited into your
Ui Federal account. Aherefore, it appears that the
transfer to the Deorati Naetional Cnittee Telethon
Account an made from your commttee's non-rederal
ac ount.

Under 11 d 102., all disbursements, .n.tributions.expenditures, and transfers in connetion with any

Federal election are required to be made fro a
omittee' Federal acceount. Although the CisiOn
may initiate audit or legal enforceent altion
regarding the transfer of funds free your non-Federalaccount, any additional clarifying .information that you
can provide will be taken into consideration.

~You are advised that the Kid-Tear Report should be
~amended to de3.ete the loan received and the transfr-
i out to the Democratic Nlational Committee Telethon

r /AccOUnt.
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Johs be Gibson
Assistant Staff Diector
,Istsl Analysis Division
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T V1 I t Todd. r ibel l

AIMT Tennessee Democratic Paty

January 25, 1986

ResinSe tO RFAI

Mr. TOd Capbell, legal counsel for the Democratic Party of
Tennessee, called toinform the Analyst that a response would be arriving
in the next couple days. He apologized fir the delay which he attributed
to the researching of records and the Christmas Season.
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Dws Mr. Olme

We..r I. ,teept ed je letter dated laiuar 8,135S, pertad,,t
the 1M MWYe aid Tear-nd tp tMe Tmms i t.e
Party, nom Itter toainsditiefla rmiatl reiihS me
State Demoontle COMMtUSO *1, N0.00 I&W - woe
Watwiel Tdethen V. State Partle en Mo 113. b Ivt ONurInqidry, we eaultd a emprdmw elptlen that evermd the
tara etw mmve edIWtr enm . The edarlfyng HOmt
eeetald hewn AB ubmitted a tt aew trsts wt* e e t
attetlen rl4 tIe emee O tme Iuvtlptlen.

Tme T Daseeratle Pty on Ma 1, 1 b we
$,0o0.o0 horn 8S. nk.- (p fmeted). lme m p ,-
buansfered dwt by the Temmew e Demoeratie Part t tMm Demceetie
Natil Tdelum V tate Partes (Demoatle Natasl TdetMdM
CommitteM an May 12 13. The losn pm-ee8 Wn "et dmpdted Into
any bai e meount. The only msocwmt In obtenes at thi time Ws a state
ammt etyled 'Tmesee Demoeratle Part?. The U.Lak Is so Ipt
wiaged In budnm and, theefore, Its orim o the &ret ttnter re not
raily seeaoble. This Usmi end, however, ean be eOmOed by the
affidavit of the preview party eldrman. The loan and user in quIUon
were dy reported m the Tennmmee State Democratic CommItteeS 1M
Mid-Year Report.

The Tenessee Demoetatio Party paid the UX. Bank note m
November 16, 1983. The payment was made I* the PDIC, rmever for the
Bank, In the amount o$1f6,15S.41. The repayment uw my reported mn the
13 Yemr-End Report. Part of the fun& for epayment an the note eame
from a *7,50.00 rwaf from te Demoeratle Natimal Telethon
Committee an November 10, 1983. Th trnder wus depodted 1int the
state Temese Democratic Party mient an November I, 193. (COW
snmed). The $75,00.00 tasfer m then added a $8,655.41 from the
"ne seeount, ereatIrg a total ot $16,155.41, which was ued to pay the u.S
Bank note an the net day.

Y w letter at Jatumry 3, 1985, mb the quetin at whether the
Tenreuse Democratic Party' transder to the Democratie Natonl Tdethon
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 2W63

Anna Durham Windrow, treasurer
Tenne.see State Democratic Committee
40Rutledge Street
Nashv ie, TN 37210

RE: MUR
Tennessee State Democratic
Committee and Anna Durham
Windrow, treasurer

Dear Ms. Windrow:

On , 1985, the Federal Election Commission
determined that there is reason to believe that the Tennessee
State Democratic Committee and you, as treasurer, violated
2 U.S.C. S 441b, a provision of the Federal Election Camp&ign Act
of 1971, as amended ("the Act") and 11 C.F.R. S 102.5(a)(1)(i), a
provision of the Commission's Regulations. The General Counsel's
factual and legal analysis, which formed a basis for the
Commission's findings, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the committee. 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, along with your answers to the
enclosed questions, within ten days of your receipt of this
letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
committee and you, as treasurer, 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).



Ana Durham Windrow, treasurer

P:ge 2

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

The investigation now being conducted will be con~fidentia3l
in accordance with 2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A),
unless you notify the Commission in writing that you wish the'
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact
Eric Kleinfeld, the attorney assigned to this matter, at (202)
523-4000.

Sincerely,

John Warren McGarry
Chairman

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



zstions. for the Tennessee State Democratic Cc te,

On ,1985,, the Federal Election, Conmisslon
(Commission") determined there was reason to believe tha the
b esee State Democratic Committee and Anna Durham Winsdow, as

treasurer, violated 2 U.S.C. S 441b of the Federal Election
Campaign Act of 1971, as amended, ("Act") and 11 C.F.R.
Sb 52. (a) (1) (i) of the Commission's Regulations.

As part of its investigation into this matter, the.:
,owaision requests that answers be provided to the follOwing
questions. The "loan" refers to the $15,000 loan which the.
Tennessee Democratic Party received from the United Southern- Bank
and- transferred to the Democratic National Telethon.

1. At the time of repayment of the loan on November 16, 1983,
was any of the money contained in your non-federal account
attributable to labor union contributions?

2. If the answer to question number 1 is yes, state the total
amount of funds in your non-federal account which had a
union source at the time of repayment of the loan on
November 16, 1983.

3. State the total amount of funds in your non-federal account
at the time of repayment of the loan on November 16, 1983.
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Iw3 o983'! F1ACTUAL AND "A AL

Tennessee State Democratic CoGittee,
Anna, Durh b Wind.ow 0. t esurer

SUMMARY OF TIOnS

The Tennessee State Democratic Committee ("Committee") was

referred to this Office by the Reports Analysis Division ('"') 'for

possible violations of 11 C.F.R. S 102.5(a) (1) (i) and,

S 102.6(a)(1)(iv) in connection with a $15,000 bank loan obtained by

the Tennessee Democratic Partyl/ and subsequently transferred as an

advance for a joint fundraiser, the Democratic National Telethon

("DNT"). The loan was repaid by the Party's state account.

FACTUAL AND LEGAL ANALYSIS

a. Factual Background

The Tennessee Democratic Party on May 12, 1983 borrowed

$15,000 from the United Southern Bank of Nashville. The loan was

guaranteed by three individuals for $5000 each, had a due date of

November 8, 1983, and was to be at an interest rate of one point

above the prime rate. On the same day that the money was

borrowed (May 12), it was transferred to the Democratic National

Telethon, a federal account. The loan proceeds were advanced as

the Tennessee Democratic Party's share of costs for a joint

fundraising event (the telethon) which the Democratic National

Committee held on May 28-29, 1983, in conjunction with 35

Democratic state party committees.

1/ As explained infra, a reference to the Tennessee Democratic
Party ("Party") means the Democratic party organization in the
state of Tennessee. This was also the name of that
organization's non-federal acount. A reference to the Tennessee
State Democratic Committee ("Committee") means the federal
account which was subsequently set up by the Party.
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.ccording to the Tennessee Democratic Party in resPon t:

AD's inquiry, the loan proceeds were not deposited into any,

account prior to the transfer to DNT. The Party's only accorn

said to be in existence at the time the money was borrowed was A

stste account entitled "Tennessee Democratic Party. .. Howeve, on

May. 39, 1983, the party filed a statement of organization with

the Federal Election Commission ("Commission") for the Tennessee

State Democratic Committee, its federal account. Subsequently,

the Committee disclosed on its 1983 Mid-Year Report (filed on

July 29, 1983) the $15,000 loan from United Southern Bank and the

corresponding $15,000 transfer-out to DNT.

0 Because the loan was reported as still outstanding on the

Committee's 1983 Year-End Report, RAD sent a Request for

Additional Information (ORFAIO) to the Committee on October 18,

cmJ
1984, followed by a Second Notice on November 8, 1984, noting a

tn possible violation of 11 C.F.R. $ 102.5 and requesting additional

o clarifying information.

The Tennessee Democratic Party subsequently indicated that

the loan was repaid on November 16, 1983, and the Committee
tn

reported the repayment on its amended 1983 Year-End Report. TheQD

total amount of the repayment was $16,155.14. Of the total

repayment, $7500 came from a transfer by DNT on November 10,

1983, in partial repayment of the original advance for the joint

fundraiser. According to the Party, the remaining $8655.41 used

to repay the bank note came from the Tennessee Democratic Party

account (the state account) instead of from the Committee. On

January 28, 1985 the Tennessee Democratic Party, after contact
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with.RAD, transferred $8655.41 from their federal account to

their state account, to cover the amount of the loan repaysnt'

made from funds contained in the Party's state account.

b. Legal Anal- is

Pursuant to 11 C.F.R. S 102.6(a)(1)(ii), party committees

may transfer among each other funds in unlimited amounts.

Howevert any party committee making a transfer (under

S 102.6(a)(1)(ii)) must count such a transfer against the

reporting thresholds of the Federal Election Campaign Act of

1971, as amended, ("Act") in determining whether the party

committee is a political committee within the meaning of 2 U.S.C.

S 431(4) and 11 C.F.R. S 100.5. Any committee which makes

expenditures in excess of $1000 during a calendar year is a

political committee pursuant to 2 U.S.C. S 431(4)t triggering the

Act's registration and reporting requirements. Under 2 U.S.C.

S 433(a), a party committee must file a statement of organization

within 10 days after becoming a political committee.

Under this analysis, the transfer of loan proceeds from the

Tennessee Democratic Party to DNT was permissible pursuant to

11 C.F.R. 5 102.6. However, because the amount of the transfers

to DNT was $15,000, in excess of the limit for unregistered

organizations, the Tennessee Democratic Party qualified as a

political committee, triggering the registration requirements of

the Act. The Tennessee Democratic Party complied with 2 U.S.C.

S 433(a) when it filed a statement of organization for the

federal account, the "Tennessee State Democratic Committee,"

seven days after the transfer to DNT.



2/ However, it is not the original transfer to DNT which is
covered by S 102.5, it is the loan repayment. The scope of
S 102.5 apparently does not cover transfers and joint
fundraising. The transfer between the Party and DNT is one
between two distinct entities and is more properly covered by
S 102.6.
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Under 11 C.F.R. S 102.5, organizations, includinIpolit al.

parties, that are political committees and wish to fnantoc .th

federal and non-federal political activity must do so etithe*r )

through two separate entities, one of which is a separate f de4ral

account which alone shall finance the organization's federal

political activity, 11 C.F.R. S 102.5(a)(1)(i); or (2) through a

single entity which may finance both federal and non-federal

elections, as long as all contributions it receives are subject

to the Act's prohibitions and limitations, 11 C.F.R.

S 102.5 (a) (1) (ii).2/

A federal account which is established under the first

alternative shall be treated as a separate federal political

committee and must comply with the Act's requirements, including

registration and reporting. 11 C.F.R. S 102.5(a)(1)(i).: All

disbursements made by the political committee in connection with

any federal election must be made from the federal account. 11

C.F.R. S 102.5(a) (1) (i).

Following receipt of the loan and its subsequent transfer to

DNT, the Tennessee Democratic Party apparently opened a federal

account, registered it with the Commission as the Tennessee State

Democratic Committee and began reporting its activities. Once

having done so, the Party was required, in order to comply with

11 C.F.R. 5 102.5, to make all disbursements in connection with a
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Ifederal election from the federal account. However, it) dsxen

9 ,' when the Tennessee Democratic Party repaid the loan n

question, it used $8655.41 from its non-federal acoount., ?Rh

loab had originally been transferred to DNT, a fedoer~i al n

tfo federal election activity., Therefore, the f unds -:0 roay tbe
loan. which had as their origin the non-federal account ($8655:41)

were required to come from the federal account. Accordingly,

because the loan should have been repaid from the federal

account, the Office of General Counsel recommends that the

Commission find reason to believe that the Tennessee State

Democratic Committee and Anna Durham Windrow, as treasurer,

violated 11 C.F.R. S 102.5(a)(1) (i).

Where, as here, the funds used to repay an obligation, in

connection with federal political activity come from a state

"(non-federal) account, the potential exists for prohibited funds

to be used for federal political activity. A corporation or

r labor organization is prohibited from making a contribution or

expenditure in connection with any federal election. 2 U.S.C.

S 441b. A political committee is prohibited from knowingly

receiving any contribution prohibited by 2 U.S.C. S 441b.

11 C.F.R. S 114.2(c).3/

3/ According to the Commission's publication Campaign Finance
Law 84, Tennessee state law prohibits corporate contributions,
Tennessee Code Annotated S 2-19-132, but permits unlimited
contributions from labor unions. Therefore union funds may have
been used to repay a portion of the loan.



The loan received by the Tennessee Democratic Party wasuied

for purposes related to federal political activity. In repaying

a portion of the loan from funds in its state account, the

Tennessee Democratic Party may have used funds not subject to the

Act's prohibitions to satisfy this obligation. For the Party to

use impermissible funds in this manner would be an apparent

violation of 2 U.S.C. S 441b. Accordingly, the Office of General

Counsel recommends that the Commission find reason to believe

that the Tennessee State Democratic Committee and Anna Durham

Windrow, as treasurer, violated 2 U.S.C. S 441b.
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