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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 14, 1986

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098

Dear Mr. Amos:

On March 12 , 1986, the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of a violation of 11 U.S.C. S 102.5a(l)(i), a
provision of the Commission Regulations. 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,

Associate neral Counsel

Enclosure
Conciliation Agreement



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Tennessee Bankers Association ) MUR 2098
Federal Political Action Committee )

and John B. Hardcastle, as )
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. Reason to believe has been found that the

Tennessee Bankers Association Federal Political Action Committee

and John B Hardcastle, as treasurer ("Respondent") violated

11 C.F.R. S 102.5(a)(1)(i) by accepting a transfer of funds from

an affiliated state political action committee.

NOW THEREFORE, the Commission and Respondent, 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 Respondent,

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) (4) (A) (i).

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

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

1. Respondent Tennessee Bankers Association Federal

Political Action Committee is a political committee
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established by the Tennessee Bankers Association

("TBA"), and Respondent John B. Hardcastle is the

treasurer of that political committee.

2. TBA also maintains an account, known as its state

political action committee, for the purpose of

financing activity in connection with non-federal

elections.

3. Respondent accepted a transfer of $6,177 from TBA's

state political action committee.

4. Respondent also accepted a transfer of $3,550 from

TBA's state political action committee in 1983.

V. Respondent's acceptance of a transfer of funds from an

account maintained by its connected organization for the purpose

of financing activity in connection with non-federal elections

constitutes a violation of 11 C.F.R. S 102.5(a)(1)(i).

VI. Respondent will pay a civil penalty to the Treasurer of

the United States in the amount of two hundred fifty dollars

($250), pursuant to 2 U.S.C. S 437g(a) (5) (A).

VII. Respondent agrees that it 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 seq.

VIII. The Commission, on request of anyone filing a complaint

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

herein or on its own motion, may review compliance with this
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agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

IX. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondent shall have no more than thirty (30) days

from the date this agreement becomes 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:

Charles N. Steele
General Cou 1

BY:__ _ _ (' f
Kenneth A. Gross/, Date
Associate General Counsel

FOR THE RESPONDENT:

Timothy L:'A mos, GeneralCounsel February 14, 1986

(Name)on Acceptance by resolution Dt
(Poitin)of the BankPac Committee.
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Tennessee Bankers Association
21st floor e life and casualty tower • nashville, tennessee 37219 (615) 244-4871 robert m. glliar, executive vice-president

February 14, 1986

Charles Snyder, Esquire -- I

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

RE: MUR 2098, Tennessee Bankers Association
Federal Political Action Committee MI

Dear Mr. Snyder:

Enclosed is the revised conciliation agreement signed and
approved by our BankPac Committee. I appreciate your cooperation
in revising the agreement to include all known transfers.

Also enclosed is a check for $250 to the Treasurer of the
United States.

With the payment of the civil penalty, I believe that we are
in compliance with the agreement. Since the transfers were reversed
at the request of RAD some time ago, I know of no other steps that
should be required in order for us to comply with the agreement.

Please advise me if there is any other action that is
necessary.

Sincerely yours,

Timothy L. Amos

General Counsel

TLA/mms

Enclosure
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A DIXON TO: JOAN HARRIS

HARRIS FROM: RETHAi DIXON.

K NO. /(a copy of whi ch is attachro-) RE.ATI.NG

AND NAME K- Tsc rc~~

__________________ PLEASE INDICATE THEI- CCOUNT INTO
CA

WHICH IT SHOULD BE DEPOSITED:

/ 'BUDGET CLEARING ACCOUNT

/ /CIVIL PENALTIESACCOUNT

/ /OThER___
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FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098

Dear Mr. Amos:

On , 198 , the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of a violation of 11 U.S.C. S 102.5a(l)(i), a
provision of the Commission Regulations. 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
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Tennessee Bankers Association )
Federal Political Action Committee )
and John B. Hardcastle, as treasurer )

MUR 2098

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on March 12,

1986, the Commission decided by a vote of 6-0 to take

the following actions in MUR 2098:

1. Accept the conciliation agreement attached
to the General Counsel's Report signed
March 6, 1986.

2. Close the file.

Commissioners Aikens, Elliott, Harris, Josefiak, McDonald

and McGarry voted affirmatively for this decision.

Attest:

Date
Derjorie W. Emmons

Secretary of the Commission

Received in Office of Commission Secretary: Fri.,
Circulated on 48 hour tally basis: Mon.,
Deadline for vote: Wed.,

3-7-86,
3-10-86,
3-12-86,

11:36
11:00
11:00
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

Office of the Commission Secretary

Office of General Counsel RA4

March 7, 1986

MLJR 2098 - General Counsel's Report

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

In format ion
Sensitive
Non-Sensitive

Other

I iX

r I

r I

DISTRIBUT ION

Compliance

Audit Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)

rxc
r
r i

r i

r i

r

6 ,



sBEnO TM L ECTXOU COUI168oM

In the Matter 6f .

Tennessee Bankers Association
Federal Political Action Committee
and John B. Hardcastle, as treasurer

MUR *08 7

SENSItIVE
r1:! : 3G

GENERAL COUNSEL' S REPORT

Background

Attached is a conciliation agreement which has been signed

by Timothy Amos, counsel for respondents.

Recomendation

The Office of General Counsel recommends the acceptance of

this agreement and the closing of the file.

Date

Charles N. Steele
General Counsel

BY: __

Kenhet Eh'k. -rosr/
Associate General Counsel

Attachments
1. Conciliation Agreement (1) and

photocopy of civil penalty check
2. Letter to Timothy Amos, Esquire
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098

Dear Mr. Amos:

On , 198 , the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of a violation of 11 U.S.C. 5 102.5a(1)(i), a
provision of the Commission Regulations. 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 THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Tennessee Bankers Association ) MUR 2098
Federal Political Action Committee )

and John B. Hardcastle, as )
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. Reason to believe has been found that the

Tennessee Bankers Association Federal Political Action Committee

and John B Hardcastle, as treasurer ("Respondent") violated

11 C.F.R. S 102.5(a)(1)(i) by accepting a transfer of funds from

an affiliated state political action committee.

NOW THEREFORE, the Commission and Respondent, 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 Respondent,

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) (4) (A) (i).

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

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

1. Respondent Tennessee Bankers Association Federal

Political Action Committee is a political committee
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established by the Tennessee Bankers Association

("TBA"), and Respondent John B. Hardcastle is the

treasurer of that political committee.

2. TBA also maintains an account, known as its state

political action committee, for the purpose of

financing activity in connection with non-federal

elections.

3. Respondent accepted a transfer of $6,177 from TBA's

state political action committee.

4. Respondent also accepted a transfer of $3,550 from

TBA's state political action committee in 1983.

V. Respondent's acceptance of a transfer of funds from an

account maintained by its connected organization for the purpose

of financing activity in connection with non-federal elections

constitutes a violation of 11 C.F.R. S 102.5(a)(1)(i).

VI. Respondent will pay a civil penalty to the Treasurer of

the United States in the amount of two hundred fifty dollars

($250), pursuant to 2 U.S.C. S 437g(a) (5) (A).

VII. Respondent agrees that it 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 seq.

VIII. The Commission, on request of anyone filing a complaint

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

herein or on its own motion, may review compliance with this
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agreement. if the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

IX. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondent shall have no more than thirty (30) days

from the date this agreement becomes 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:

Charles N. Steele

General Counsel

BY:
Kenneth A. Gross Date
Associate General Counsel

FOR THE RESPONDENT:

(Name) Date
(Position)



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Tennessee Bankers Association ) MUR 2098
Federal Political Action Committee )

and John B. Hardcastle, as )
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. Reason to believe has been found that the

Tennessee Bankers Association Federal Political Action Committee

and John B Hardcastle, as treasurer ("Respondent") violated

11 C.F.R. S 102.5(a)(1)(i) by accepting a transfer of funds from

an affiliated state political action committee.

NOW THEREFORE, the Commission and Respondent, 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 Respondent,

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) (4) (A) (i).

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

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

1. Respondent Tennessee Bankers Association Federal

Political Action Committee is a political committee



- 2 -

established by the Tennessee Bankers Association

("TBA"), and Respondent John B. Hardcastle is the

treasurer of that political committee.

2. TBA also maintains an account, known as its state

political action committee, for the purpose of

financing activity in connection with non-federal

elections.

3. Respondent accepted a transfer of $6,177 from TBA's

state political action committee.

4. Respondent also accepted a transfer of $3,550 from

TBA's state political action committee in 1983.

V. Respondent's acceptance of a transfer of funds from an

account maintained by its connected organization for the purpose

of financing activity in connection with non-federal elections

constitutes a violation of 11 C.F.R. S 102.5(a)(1)(i).

VI. Respondent will pay a civil penalty to the Treasurer of

the United States in the amount of two hundred fifty dollars

($250), pursuant to 2 U.S.C. S 437g(a) (5) (A).

VII. Respondent agrees that it 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 seq.

VIII. The Commission, on request of anyone filing a complaint

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

herein or on its own motion, may review compliance with this
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agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

IX. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondent shall have no more than thirty (30) days

from the date this agreement becomes 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:

Charles N. Steele

General Counsel

BY:
Kenneth A. Gross Date
Associate General Counsel

FOR THE RESPONDENT:

(Name) Date
(Position)
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 23, 1986

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action
Committee

Dear Mr. Amos:

On October 29, 1985, the Commission found reason to believe
that Tennessee Bankers Association Federal Political Action
Committee violated 11 C.F.R. S 102.5(a)(1)(i). At your request,
the Commission determined on January 15 , 1986, to enter into
negotiations directed towards reaching a conciliation agreement
in settlement of this matter prior to a finding of probable cause
to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If your clients agree
with the provisions of the enclosed agreement, please sign and
return it, along with the civil penalty, to the Commission. In
light of the fact that conciliation negotiations, prior to a
finding of probable cause to believe, are limited to a maximum of
30 days, you should respond to this notification as soon as
possible. If you have any questions or suggestions for changes
in the agreement, or if you wish to arrange a meeting in
connection with a mutually satisfactory conciliation agreement,
please contact Charles Snyder, the attorney assigned to this
matter, at (202) 376-5690.

Sincerely,

Charle N. Steel

BY: enneth A. G s
Associate General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20461

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action
Committee

Dear Mr. Amos:

On October 29, 1985, the Commission found reason to believe
that Tennessee Bankers Association Federal Political Action
Committee violated 11 C.F.R. S L02.5(a)(l)(i). At your request,
the Commission determined on , 198 , to enter into
negotiations directed towards reaching a conciliation agreement
in settlement of this matter prior to a finding of probable cause
to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If your clients agree
with the provisions of the enclosed agreement, please sign and
return it, along with the civil penalty, to the Commission. In
light of the fact that conciliation negotiations, prior to a
finding of probable cause to believe, are limited to a maximum of
30 days, you should respond to this notification as soon as
possible. If you have any questions or suggestions for changes
in the agreement, or if you wish to arrange a meeting in
connection with a mutually satisfactory conciliation agreement,
please contact Charles Snyder, the attorney assigned to this
matter, at (202) 376-5690.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Tennessee Bankers Association
Federal Political Action Committee

and John B. Hardcastle,
as treasurer

MUR 2098

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on January 15,

1986, the Commission decided by a vote of 6-0 to take

the followings actions in MUR 2098:

1. Enter into conciliation with the Tennessee
Bankers Association Federal Political Action
Committee, and John B. Hardcastle, as treasurer,
prior to a finding of probable cause to believe.

2. Approve and send the proposed conciliation
agreement attached to the General Counsel's
Report signed January 10, 1986.

3. Approve and send the letter attached to the
General Counsel's Report signed January 10,
1986.

Commissioners Aikens, Elliott, Harris, Josefiak, McDonald

McGarry voted affirmatively for this decision.

Attest:

Date arjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: Fri.,
Circulated on 48 hour tally basis: Mon.,
Deadline for vote: Wed.,

1-10-86,
1-13-86,
1-15-86,

5:32
11:00
11:00



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

Office of the Commission Secretary

Office of General Counsel v-Yn
JANUARY 10, 1986

MUR 2098 - General Counsel's Report

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
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DISTRIBUTION

Compliance

Audit Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)
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SENSITIVE
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of.)
)

Tennessee Bankers Association ) MUR 2091 , l 0
Federal Political Action Committee ) 5

and John B. Hardcastle, )
as treasurer )

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On October 29, 1985, the Commission found reason to believe

that the Tennessee Bankers Association Federal Political Action

Committee ("TBA FEDPAC") and John B. Hardcastle, as treasurer,

violated 11 C.F.R. S 102.5(a)(1)(i) by accepting a transfer of

$6,177 from TBA state political action committee ("State PAC").

II. LEGAL ANALYSIS

Respondent has requested pre-probable cause conciliation.

(See attachment 1). The same response describes FEDPAC's

solicitation methods, which appear to be in compliance with the

Act. Consequently, this office would recommend proceeding to

pre-probable cause conciliation with respect to the improper

transfer.

III. DISCUSSION OF CONCILIATION PROVISIONS AND CIVIL PENALTY
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IV. DCOmU4IMATIONS

1. Enter into conciliation with the Tennessee Bankers

Association Federal Political Action Committee, and

John B. Hardcastle, as treasurer, prior to a finding

of probable cause to believe.

2. Approve and send the attached proposed conciliation

agreement.

3. Approve and send the attached letter.

Charles N. Steele
General Counsel

Date Renneth A. Gross
Associate General Counsel

Attachments
1. Response
2. Proposed Conciliation Agreement
3. Letter to Respondent
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December 10, 1985

Mr. Charles Snyder
Office of the General Counsel
Federal Election Commission
325 K Street, N.W.
Washington, D.C. 20463

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action Committee

CP
r"

4~ p..

Dear Mr. Snyder:

Enclosed please find a response of the Tennessee Bankers
Association Federal Political Action Committee to the General
Counsel's Legal and Factual Analysis, along with a statement byJohn B. Hardcastle, Treasurer detailing the TBA solicitation
procedures.

In accordance with your original letter and the Commission
rules, I am requesting that this matter be submitted to pre-
probable cause conciliation.

Thank you for the December 5, 1985 letter advising me that
I had been granted an extension to December 9, 1985 in which to
file this response. Unfortunately, this letter was not receiveduntil December 9, 1985. I trust that the enclosed may still be
considered.

Please contact me if you need any additional information.

Sincerely

TimothV L. Amos
General Counsel

TLA/mms

Enclosure
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RESPONSE OF THE TENNESSEE BANKERS ASSOCIATION

FEDERAL POLITICAL ACTION COSQEITTEE TO

GENERAL COUNSEL'S FACTUAL AND LGAL ANALYSIS

INTRODUCTION

The Commission, on October 29, 1985 based on the General Counsel's rec-

omendation, "determined that there is reason to believe the Tennessee Bankers

Association Federal Political Action Committee . . . violated 11 C.F.R.

102.5(a)(1)(i)." The conclusion is based on the transfer of funds from a state

pac to the federal pac. The General Counsel concluded "it would appear there-

fore, that fed pac did not receive from state pac any funds that originated with

sources prohibited by 2 U.S.C. §441b(a). There remains, however, an apparent

violation of 11 C.F.R. 1102.5"

It is the contention of the TBA that not only did the state pac not trans-

fer bank or corporate contributions prohibited by 2 U.S.C. S441b(a), but that

the contributions that it did transfer were within the requirements of 11 C.F.R.

1l02.5(a)(2)(i)(ii) and (iii).

It is the further contention that because the funds transferred to the fed

pac were funds which would meet the requirements of the Comission's



regulations, that funds not permissible for use for federal purposes were in

fact, not used for federal purposes; that the TBA complied with the request of

RAD in reversing the transfer; that there is no outstanding obligation of the

fed pac to the state pac with regard to the transfer; that no continuing vio-

lation, if any, exists; and, that if a violation of 11 C.F.R. 1l02.5(a)(1)(i)

occurred, it was one of a technical nature and did not violate the spirit of the

Commission's rules. Therefore, the TBA would submit that the Commission does

not need to take any further action with regard to its prior determination.

FUNDS CONTRIBUTED TO BANKPAC AND DEPOSITED IN THE STATE PAC

ACCOUNT MEET THE REQUIREMENTS FOR DEPOSIT IN THE FED PAC ACCOUNT

Attached to this response is a statement of John B. Hardcastle, BankPac

Treasurer. The statement of Mr. Hardcastle is submitted to fully outline the

solicitation procedure in order to demonstrate compliance with the Commission's

rules.

The statement of Mr. Hardcastle shows that all funds collected by both fed

pac and state pac are from the same solicitable class. There is a class which

is composed only of administrative or executive officers, directors, and their

immediate families of the TBA's members bank. Although under Tennessee state

law, the state pac could receive contributions from corporations or the banks

which would not be permitted to the fed pac by 2 U.S.C. 6441(b)(a), the state

pac in fact does not receive such contributions.

The solicitation of the solicitable class is completed only with the

assistance and approval of the member bank's CEO. The solicitation brochure



notes that the funds are being collected for use in, and may be used in, a

federal election, as required by 11 C.F.R. 102.5(a)(2). The request of those

individuals who designate that funds are only for federal or state purposes are

honored. Until the funds are actually deposited into either the state pac

account or the federal pac account they are indistinguishable.

ALTHOUGH TBA'S TRANSFER OF FUNDS FROM THE STATE PAC TO THE FED PAC

MAY BE A TECHNICAL VIOLATION OF 11 C.F.R. 6102.5(a)(1)(i),

THE INTENT OF THE SECTION IS TO PROHIBIT TRANSFERS FROM SOURCES

NOT PERMITTED UNDER FEDERAL LAW

11 C.F.R. §102.5(a)(1) permits an organization to either establish under

(i) two separate funds, one of which is registered as a federal account and

accepts "only funds subject to the prohibitions and limitations of the Act," or

under(ii) to establish only one account which receives contributions for use in

connection with federal or non-federal elections and accepts "only contributions

subject to the prohibitions and limitations of the Act."

As noted by the Commission's General Counsel, 11 C.F.R. 6102.5(a)(1)(i)

with regard to an organization which has two separate accounts provides that "no

transfer may be made to such federal account from any other account(s) main-

tained by such organization for the purpose of financing activity in connection

with non-federal elections." Such federal account refers to the sentence above

which permits "only funds subject to the prohibitions and limitations of the Act

[to be] deposited in such separate federal account." The intent is to prohibit

the transfer to federal accounts of funds which are not subject to the

prohibitations and limitations of the Act. The presumption underlying the



prohibition against transfers is that the non-federal account would contain

funds which did not meet the prohibitions and limitations of the Acts and

therefore allow the use of funds from sources not permitted by the Act.

The prohibition does not contemplate that, except for registration by one

account, both accounts would receive only funds subject to the prohibitions and

limitation of the Act. The purpose of the TEA In detailing its solicitation

procedure Is to show that only funds which were subject to the prohibitions and

limitations of the Act were available for transfer and that no funds which

violated the Act were placed in the federal account. This is not to suggest

that technical violation of 11 C.F.R. 1102.5(a)(l)(i) may not have occurred, but

that it was not a violation which was contrary to the intent of the section in

prohibiting the transfer into a federal account of funds from sources not

permitted under federal law.

THE COMM4ISSION'S REGULATIONS AND ADVISORY OPINIONS

REAFFIRM THAT THE INTENT OF THE ACT IS NOT TO PROHIBIT ALL TRANSFERS,

BUT ONLY TO PROHIBIT THOSE TRANSFERS FROM SOURCES NOT PERMITTED

11 C.F.R. 1102.6(b) specifically permits transfers to a federal account by

permitting a comittee to act as a collecting agent. A comittee acting as a

collecting agent, however, is limited to funds which are subject to the pr-

ohibitions and limitations of the Act. In addition, the contributions from the

collecting agent are reported as if they were made directly to the federal

account.
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The Commission in several of its Advisory Opinions has permitted the

transfer of funds from state pace to fed pace under certain circumstances. In

AO 1984-31, the Commission permitted a transfer of funds from state pac to fed

pac where the state pac funds vere collected from stockbrokers and executive

administrative personnel. The Comission notes that while normally such a

transfer would cause the state pac to become a political committee under the

Act, "because your corporat-ion has already established a federal pac, if state

pac acts as a collecting agent, such a transfer may be made through the state

account without the state coumittee becoming a political committee with a

reporting obligation to the Commission." The Comission, in addition, required

the committee to obtain the contributors' authorization stating their intent to

make a contribution to the federal pac and to report the contributions.

In AO 1982-52, the Commission permitted a state campaign committee to

transfer funds to a federal campaign committee to the extent funds were not

received from prohibited sources and do not exceed the contribution limits of

parties that have already contributed to the federal committee.

In AO 1981-21, the Commission permitted an employee to authorize a transfer

of his contributions from his account with a state pac to a federal pac, so long

as the contribution limitations are not exceeded.

In AD 1985-2 and AO 1984-46, the Commission permitted transfer of funds

from state campaign committees to federal campaign committees to help in paying

off debts if the contribution limitations are observed. The Commission also

required the committee to meet the committee's regulations with regard to



permissible sources and limitation amounts, to exclude funds from

non-permissible sources, and to report the contributors.

It is clear from a review of the Commission's regulations and its Advisory

Opinions that it does hold to the position that all transfers are prohibited.

The Commission has taken the position that it will approve transfers from

non-federal accounts to federal accounts in instances where it can determine

that only funds from permissible sources are used, where the individuals in-

volved are aware that their contributions will be used for federal purposes.

where the contributions do not exceed the individual's limitations, and where

there is a reporting.

The TBA submits that based on the actions of the Commission, the intent

that the Commission gives to 11 C.F.R. J102.5(a)(1)(i) is that it does not

prohibit all transfers, but only those transfers from sources not permitted by

the Act.

Applying this reasoning to the transfer by the TBA from its state pac to

its fed pac is not to suggest that the transfer was permissible, but to indicate

that a substantive violation of the intent of the Act did not occur since funds

which were not permissible under the Act were not involved. The TBA submits

that the elements indicated by the Commission in its Advisory Opinions as

necessary to permit a transfer from a state pac to a federal pac were present,

except reporting. As indicated in the statement by John B. Hardcastle, all

funds collected by both the state pac and fed pac are from a solicitable class,

that no funds not permitted by the Act are received, and that the individuals

are advised that their contributions may be used for federal election purposes.



It is unlikely that the individual's contribution limitations vould be reached

since it is rare for BeankPac to receive contributions in excess of $100 from any

individual. The only requirement not present in the transfer was one of report-

ing. When advised by RAD that reporting was required and given the option to

either report or reverse the transfer, the TBA elected to reverse the transfer.

CONCLUSION

Although the transfer from state pac to fed pac may be a technical vio-

lation of 11 C.F.R. 1102.5(a)(1)(i), it is submitted by the TBA that the intent

of such section is not absolute in prohibiting all transfers, but rather to

prohibit the transfer of funds not permissible under the Act. The funds in the

questioned transfer, but for the fact that they were placed initially in the

state pac account, were funds which were permissible under the Act.

The TBA has cooperated with RAD in reversing the transfer and there is no

further obligation outstanding. In complying with RAD's request to reverse the

transfer, the TBA should not be penalized for failing to elect not to register

and thereby create multiple federal pacs.

For these reasons, the TBA submits there is no need for additional action

by the Commission in regard to this matter.

Respectfully submitted,

TIOTHY L. AMOS

General Counsel



STATEMENT OF JOHN B. HARDCASTLE

TREASURER TENNESSEE BANKPAC

The Tennessee Bankers Association operates Tennessee BankPac to permit
Tennessee's bank executive or administrative officers and directors to
participate in the political process, both at the federal and state levels.
Because some of the contributions will be used for federal purposes, BankPac
collects funds in compliance with the federal election laws. By using
procedures which comply with federal law, BankPac can use one solititation and
avoid the unnecessary duplication of multiple solicitation forms or procedures.

Contributions to Tennessee BankPac (both state and federal) are collected
only from executive or administrative officers and directors of our member
banks. No contributions are received from the banks themselves or other
corporations. Contribution checks which are drawn on corporations or cashiers
checks which do not designate the individual contributor are returned.

No direct solicitation of bank personnel is made by the committee. The
solicitation is conducted only through the chief executive officer of each bank.
The process is initiated by sending the CEO a request for approval to solicit
BankPac funds. Upon a response from the CEO, the CEO is provided with BankPac
brochures in order to conduct the solicitation in his bank.

As noted in the brochure, all contributions are voluntary. The brochure
used in the solicitation states:

7" "Contributions to Tennessee BANKPAC are strictly
77 voluntary and participation or non-participation

in no way reflects on your progress within your
bank. Any membership categories are only suggestions."

Since only one fund raising campaign is used, individuals are given notice
that the contributions may be used for federal election purposes. The brochure
states:

"Your contributions may be used in whole or in part
for candidates for political office on either a
state or national level, or both as decided by the
committee."

If an individual designated that his contribution was to be used only for
state or federal purposes, that request is honored. In actuality, very few
individuals make any designation. The committee has generally deposited CEO
contributions in the federal pac and all other contributions in the state pac.

This procedure is designed to permit only funds which are eligible under
the federal act to be used for federal election purposes, and to assure that
funds are collected in compliance with federal law.



STATE OF TEMESSEZ

COUNTY OF DAVIDSON

1, John B. Hardcastle. being first duly worn, make oath that the foregoing
is true and correct to the best of ny knowledge, information and belief.

JOHN, HAD.SL

Sworn to and subscribed before me, this Q_ day of _____- ___.____

1985.

M =186lExpires &7 2', 4 '7
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FEDERAL ELECTION COMMISSION
WASHINGTON.DC 20463

Timothy L. Amos, Esquire
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action
Committee

Dear Mr. Amos:

On October 29, 1985, the Commission found reason to believe
that Tennessee Bankers Association Federal Political Action
Committee violated 11 C.F.R. 5 102.5(a)(l)(i). At your request,
the Commission determined on , 198 , to enter into
negotiations directed towards reaching a conciliation agreement
in settlement of this matter prior to a finding of probable cause
to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If your clients agree
with the provisions of the enclosed agreement, please sign and
return it, along with the civil penalty, to the Commission. In
light of the fact that conciliation negotiations, prior to a
finding of probable cause to believe, are limited to a maximum of
30 days, you should respond to this notification as soon as
possible. If you have any questions or suggestions for changes
in the agreement, or if you wish to arrange a meeting in
connection with a mutually satisfactory conciliation agreement,
please contact Charles Snyder, the attorney assigned to this
matter, at (202) 376-5690.

Sincerely,

Charles N. Steele

General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
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Tennessee Bankers Association
21st floor . life and caualty tower • nashvie, tenneaee 37219 * (615) 2 48 robert m. gilliarn, execuw!e vice-president

December 10, 1985

cJ,
Mr. Charles Snyder
Office of the General Counsel
Federal Election Commission 

"-

325 K Street, N.W.
Washington, D.C. 20463

RE: MUR 2098
Tennessee Bankers Association -mom
Federal Political Action Committee rn

Dear Mr. Snyder:

Enclosed please find a response of the Tennessee Bankers
Association Federal Political Action Committee to the General
Counsel's Legal and Factual Analysis, along with a statement by
John B. Hardcastle, Treasurer detailing the TBA solicitation
procedures.

In accordance with your original letter and the Commission
rules, I am requesting that this matter be submitted to pre-
probable cause conciliation.

Thank you for the December 5, 1985 letter advising me that
I had been granted an extension to December 9, 1985 in which to
file this response. Unfortunately, this letter was not received
until December 9, 1985. I trust that the enclosed may still be
considered.

Please contact me if you need any additional information.

Sincerely yours,

Timothk L. Amos

General Counsel

TLA/mms

Enclosure



RESPONSE OF THE TENNESSEE BANKERS ASSOCIATION

FEDERAL POLITICAL ACTION COMMITTEE TO

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

INTRODUCTION

The Commission, on October 29, 1985 based on the General Counsel's rec-

ommendation, "determined that there is reason to believe the Tennessee Bankers

Association Federal Political Action Committee . . . violated 11 C.F.R.

§102.5(a)(1)(i)." The conclusion is based on the transfer of funds from a state

pac to the federal pac. The General Counsel concluded "it would appear there-

fore, that fed pac did not receive from state pac any funds that originated with

sources prohibited by 2 U.S.C. §441b(a). There remains, however, an apparent

violation of 11 C.F.R. §102.5"

It is the contention of the TBA that not only did the state pac not trans-

fer bank or corporate contributions prohibited by 2 U.S.C. §441b(a), but that

the contributions that it did transfer were within the requirements of 11 C.F.R.

§10 2 .5(a)(2)(i)(ii) and (iii).

It is the further contention that because the funds transferred to the fed

pac were funds which would meet the requirements of the Commission's



regulations, that funds not permissible for use for federal purposes were in

fact, not used for federal purposes; that the TBA complied with the request of

RAD in reversing the transfer; that there is no outstanding obligation of the

fed pac to the state pac with regard to the transfer; that no continuing vio-

lation, if any, exists; and, that if a violation of 11 C.F.R. §102.5(a)(I)(i)

occurred, it was one of a technical nature and did not violate the spirit of the

Commission's rules. Therefore, the TBA would submit that the Commission does

not need to take any further action with regard to its prior determination.

FUNDS CONTRIBUTED TO BANKPAC AND DEPOSITED IN THE STATE PAC

ACCOUNT MEET THE REQUIREMENTS FOR DEPOSIT IN THE FED PAC ACCOUNT

Attached to this response is a statement of John B. Hardcastle, BankPac

Treasurer. The statement of Mr. Hardcastle is submitted to fully outline the

solicitation procedure in order to demonstrate compliance with the Commission's

rules.

The statement of Mr. Hardcastle shows that all funds collected by both fed

pac and state pac are from the same solicitable class. There is a class which

is composed only of administrative or executive officers, directors, and their

immediate families of the TBA's members bank. Although under Tennessee state

law, the state pac could receive contributions from corporations or the banks

which would not be permitted to the fed pac by 2 U.S.C. §441(b)(a), the state

pac in fact does not receive such contributions.

The solicitation of the solicitable class is completed only with the

assistance and approval of the member bank's CEO. The solicitation brochure



notes that the funds are being collected for use in, and may be used in, a

federal election, as required by 11 C.F.R. 102.5(a)(2). The request of those

individuals who designate that funds are only for federal or state purposes are

honored. Until the funds are actually deposited into either the state pac

account or the federal pac account they are indistinguishable.

ALTHOUGH TBA'S TRANSFER OF FUNDS FROM THE STATE PAC TO THE FED PAC

MAY BE A TECHNICAL VIOLATION OF H1 C.F.R. §102.5(a)(I)(i),

THE INTENT OF THE SECTION IS TO PROHIBIT TRANSFERS FROM SOURCES

NOT PERMITTED UNDER FEDERAL LAW

11 C.F.R. §102.5(a)(1) permits an organization to either establish under

(i) two separate funds, one of which is registered as a federal account and

accepts "only funds subject to the prohibitions and limitations of the Act," or

under(ii) to establish only one account which receives contributions for use in

connection with federal or non-federal elections and accepts "only contributions

subject to the prohibitions and limitations of the Act."

As noted by the Commission's General Counsel, 11 C.F.R. §102.5(a)(1)(i)

with regard to an organization which has two separate accounts provides that "no

transfer may be made to such federal account from any other account(s) main-

tained by such organization for the purpose of financing activity in connection

with non-federal elections." Such federal account refers to the sentence above

which permits "only funds subject to the prohibitions and limitations of the Act

[to be] deposited in such separate federal account." The intent is to prohibit

the transfer to federal accounts of funds which are not subject to the

prohibitations and limitations of the Act. The presumption underlying the
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prohibition against transfers is that the non-federal account would contain

funds which did not meet the prohibitions and limitations of the Act, and

therefore allow the use of funds from sources not permitted by the Act.

The prohibition does not contemplate that, except for registration by one

account, both accounts would receive only funds subject to the prohibitions and

limitation of the Act. The purpose of the TBA in detailing its solicitation

procedure is to show that only funds which were subject to the prohibitions and

limitations of the Act were available for transfer and that no funds which

violated the Act were placed in the federal account. This is not to suggest

that technical violation of 11 C.F.R. §l02.5(a)(l)(i) may not have occurred, but

that it was not a violation which was contrary to the intent of the section in

prohibiting the transfer into a federal account of funds from sources not

permitted under federal law.

THE COMMISSION'S REGULATIONS AND ADVISORY OPINIONS

REAFFIRM~ THAT THE INTENT OF THE ACT IS NOT TO PROHIBIT ALL, TRANSFERS,

BUT ONLY TO PROHIBIT THOSE TRANSFERS FROM SOURCES NOT PERMITTED

11 C.F.R. §102.6(b) specifically permits transfers to a federal account by

permitting a committee to act as a collecting agent. A committee acting as a

collecting agent, however, is limited to funds which are subject to the pr-

ohibitions and limitations of the Act. In addition, the contributions from the

collecting agent are reported as if they were made directly to the federal

account.



The Commission in several of its Advisory Opinions has permitted the

transfer of funds from state pacs to fed pacs under certain circumstances. In

AO 1984-31, the Commission permitted a transfer of funds from state pac, to fed

pac where the state pac funds were collected from stockbrokers and executive

administrative personnel. The Commission notes that while normally such a

transfer would cause the state pac to become a political committee under the

Act, "because your corporation has already established a federal pac, if state

pac acts as a collecting agent, such a transfer may be made through the state

account without the state committee becoming a political committee with a

reporting obligation to the Commission." The Commission, in addition, required

the committee to obtain the contributors' authorization stating their intent to

make a contribution to the federal pac and to report the contributions.

In AO 1982-52, the Commission permitted a state campaign committee to

transfer funds to a federal campaign committee to the extent funds were not

received from prohibited sources and do not exceed the contribution limits of

parties that have already contributed to the federal committee.

In AO 1981-21, the Commission permitted an employee to authorize a transfer

of his contributions from his account with a state pac to a federal pac, so long

as the contribution limitations are not exceeded.

In AO 1985-2 and AO 1984-46, the Commission permitted transfer of funds

from state campaign committees to federal campaign committees to help in paying

off debts if the contribution limitations are observed. The Commission also

required the committee to meet the committee's regulations with regard to
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permissible sources and limitation amounts, to exclude funds from

non-permissible sources, and to report the contributors.

It is clear from a review of the Commission's regulations and its Advisory

Opinions that it does hold to the position that all transfers are prohibited.

The Commission has taken the position that it will approve transfers from

non-federal accounts to federal accounts in instances where it can determine

that only funds from permissible sources are used, where the individuals in-

volved are aware that their contributions will be used for federal purposes,

where the contributions do not exceed the individual's limitations, and where

there is a reporting.

The TBA submits that based on the actions of the Commission, the intent

that the Commission gives to 11 C.F.R. §102.5(a)(i)(i) is that it does not

prohibit all transfers, but only those transfers from sources not permitted by

the Act.

Applying this reasoning to the transfer by the TBA from its state pac to

its fed pac is not to suggest that the transfer was permissible, but to indicate

that a substantive violation of the intent of the Act did not occur since funds

which were not permissible under the Act were not involved. The TBA submits

that the elements indicated by the Commission in its Advisory Opinions as

necessary to permit a transfer from a state pac to a federal pac were present,

except reporting. As indicated in the statement by John B. Hardcastle, all

funds collected by both the state pac and fed pac are from a solicitable class,

that no funds not permitted by the Act are received, and that the individuals

are advised that their contributions may be used for federal election purposes.



It is unlikely that the individual's contribution limitations would be reached

since it is rare for BankPac to receive contributions in excess of $100 from any

individual. The only requirement not present in the transfer was one of report-

ing. When advised by RAD that reporting was required and given the option to

either report or reverse the transfer, the TBA elected to reverse the transfer.

CONCLUSION

Although the transfer from state pac to fed pac may be a technical vio-

lation of 11 C.F.R. §102.5(a)(l)(i), it is submitted by the TBA that the intent

of such section is not absolute in prohibiting all transfers, but rather to

prohibit the transfer of funds not permissible under the Act. The funds in the

questioned transfer, but for the fact that they were placed initially in the

state pac account, were funds which were permissible under the Act.

The TBA has cooperated with RAD in reversing the transfer and there is no

further obligation outstanding. In complying with RAD's request to reverse the

transfer, the TBA should not be penalized for failing to elect not to register

and thereby create multiple federal pacs.

For these reasons, the TBA submits there is no need for additional action

by the Commission in regard to this matter.

Respectfully submitted,

-7fMOTHY L. AMOS

General Counsel



STATEMENT OF JOHN B. IIARDCASTLE

TREASURER, TENNESSEE BANKPAC

The Tennessee Bankers Association operates Tennessee BankPac to permit
Tennessee's bank executive or administrative officers and directors to
participate in the political process, both at the federal and state levels.
Because some of the contributions will be used for federal purposes, BankPac
collects funds in compliance with the federal election laws. By using
procedures which comply with federal law, BankPac can use one solititation and
avoid the unnecessary duplication of multiple solicitation forms or procedures.

Contributions to Tennessee BankPac (both state and federal) are collected
only from executive or administrative officers and directors of our member
banks. No contributions are received from the banks themselves or other
corporations. Contribution checks which are drawn on corporations or cashiers
checks which do not designate the individual contributor are returned.

No direct solicitation of bank personnel is made by the committee. The
solicitation is conducted only through the chief executive officer of each bank.
The process is initiated by sending the CEO a request for approval to solicit
BankPac funds. Upon a response from the CEO, the CEO is provided with BankPac
brochures in order to conduct the solicitation in his bank.

As noted in the brochure, all contributions are voluntary. The brochure
used in the solicitation states:

"Contributions to Tennessee BANKPAC are strictly
voluntary and participation or non-participation
in no way reflects on your progress within your
bank. Any membership categories are only suggestions."

Since only one fund raising campaign is used, individuals are given notice
that the contributions may be used for federal election purposes. The brochure
states:

"Your contributions may be used in whole or in part
for candidates for political office on either a
state or national level, or both as decided by the
committee."

If an individual designated that his contribution was to be used only for
state or federal purposes, that request is honored. In actuality, very few
individuals make any designation. The committee has generally deposited CEO
contributions in the federal pac and all other contributions in the state pac.

This procedure is designed to permit only funds which are eligible under
the federal act to be used for federal election purposes, and to assure that
funds are collected in compliance with federal law.



STATE OF TENNESSEE

COUNTY OF DAVIDSON

I, John B. Hardcastle, being first duly sworn, make oath that the foregoing
is true and correct to the best of my knowledge, information and belief.

"OHNB. HARDCASTLE

Sworn to and subscribed before me, this_ _ _ dayof

thi/0X day of ______________

1985.

NOTARY /D LC
My Con oissi Expires 45,70. 2 - z
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Tennessee Bankers Association
21st floor * life and casualty tower * nashvile, tennessee 37219 9 (615) 2444871 robert m. giffiam, executive vice-president

December 10, 1985

c-l

Mr. Edward Ryan
Reports Analyst
Federal Election Commission
325 K. Street, N.W. _ -
Washington, D.C. 20463 o, r,

RE: Identification Number C00041236
Tennessee Bankers Association
Federal Political Action Committee

Dear Mr. Ryan:

Earlier this year, you questioned transfers from our state
pac to the fed pac appearing in our 1983 mid-year and 1984
October quarterly reports. At your request, these transfers
were reversed and you were notified of the completion of the
reversal on October 2, 1985.

Subsequent to our compliance with your requests in reversing
the transfers, the Commission on the recommendation of the Office
of the General Counsel, made a determination that there was reason
to believe that the transfers violated 11 C.F.R. §102.5(a)(1)(i).

I am enclosing a copy of our response to the General Counsel's
Factual and Legal Analysis and a Statement of John B. Hardcastle,
Treasurer, for your information.

Sincerely yours,

Timoth L. Amos
General Counsel

TLA/mms

Enclosure



RESPONSE OF THE TENNESSEE BANKERS ASSOCIATION

FEDERAL POLITICAL ACTION COMMITTEE TO

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

INTRODUCTION

The Commission, on October 29, 1985 based on the General Counsel's rec-

ommendation, "determined that there is reason to believe the Tennessee Bankers

Association Federal Political Action Committee . . . violated 11 C.F.R.

5102.5(a)(1)(i)." The conclusion is based on the transfer of funds from a state

pac to the federal pac. The General Counsel concluded "it would appear there-

fore, that fed pac did not receive from state pac any funds that originated with

sources prohibited by 2 U.S.C. §441b(a). There remains, however, an apparent

violation of 11 C.F.R. 5102.5"

It is the contention of the TBA that not only did the state pac not trans-

fer bank or corporate contributions prohibited by 2 U.S.C. 5441b(a), but that

the contributions that it did transfer were within the requirements of 11 C.F.R.

*1 02.5(a)(2)(i)(ii) and (iii).

It is the further contention that because the funds transferred to the fed

pac were funds which would meet the requirements of the Commission's



* 2

regulations, that funds not permissible for use for federal purposes were in

fact, not used for federal purposes; that the TBA complied with the request of

RAD in reversing the transfer; that there is no outstanding obligation of the

fed pac to the state pac with regard to the transfer; that no continuing vio-

lation, if any, exists; and, that if a violation of 11 C.F.R. §102.5(a)(1)(i)

occurred, it was one of a technical nature and did not violate the spirit of the

Commission's rules. Therefore, the TBA would submit that the Commission does

not need to take any further action with regard to its prior determination.

FUNDS CONTRIBUTED TO BANKPAC AND DEPOSITED IN THE STATE PAC

ACCOUNT MEET THE REQUIREMENTS FOR DEPOSIT IN THE FED PAC ACCOUNT

Attached to this response is a statement of John B. Hardcastle, BankPac

Treasurer. The statement of Mr. Hardcastle is submitted to fully outline the

solicitation procedure in order to demonstrate compliance with the Commission's

rules.

The statement of Mr. Hardcastle shows that all funds collected by both fed

pac and state pac are from the same solicitable class. There is a class which

is composed only of administrative or executive officers, directors, and their

immediate families of the TBA's members bank. Although under Tennessee state

law, the state pac could receive contributions from corporations or the banks

which would not be permitted to the fed pac by 2 U.S.C. 6441(b)(a), the state

pac in fact does not receive such contributions.

The solicitation of the solicitable class is completed only with the

assistance and approval of the member bank's CEO. The solicitation brochure



notes that the funds are being collected for use in, and may be used in, a

federal election, as required by 11 C.F.R. 102.5(a)(2). The request of those

individuals who designate that funds are only for federal or state purposes are

honored. Until the funds are actually deposited into either the state pac

account or the federal pac account they are indistinguishable.

ALTHOUGH TBA'S TRANSFER OF FUNDS FROM THE STATE PAC TO THE FED PAC

MAY BE A TECHNICAL VIOLATION OF 11 C.F.R. §102.5(a)(1)(i),

THE INTENT OF THE SECTION IS TO PROHIBIT TRANSFERS FROM SOURCES

NOT PERMITTED UNDER FEDERAL LAW

11 C.F.R. 1102.5(a)(1) permits an organization to either establish under

(i) two separate funds, one of which is registered as a federal account and

accepts "only funds subject to the prohibitions and limitations of the Act," or

under(ii) to establish only one account which receives contributions for use in

connection with federal or non-federal elections and accepts "only contributions

subject to the prohibitions and limitations of the Act."

As noted by the Commission's General Counsel, 11 C.F.R. §102.5(a)(l)(i)

with regard to an organization which has two separate accounts provides that "no

transfer may be made to such federal account from any other account(s) main-

tained by such organization for the purpose of financing activity in connection

with non-federal elections." Such federal account refers to the sentence above

which permits "only funds subject to the prohibitions and limitations of the Act

[to be] deposited in such separate federal account." The intent is to prohibit

the transfer to federal accounts of funds which are not subject to the

prohibitations and limitations of the Act. The presumption underlying the
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prohibition against transfers is that the non-federal account would contain

funds which did not meet the prohibitions and limitations of the Act, and

therefore allow the use of funds from sources not permitted by the Act.

The prohibition does not contemplate that, except for registration by one

account, both accounts would receive only funds subject to the prohibitions and

limitation of the Act. The purpose of the TBA in detailing its solicitation

procedure is to show that only funds which were subject to the prohibitions and

limitations of the Act were available for transfer and that no funds which

violated the Act were placed in the federal account. This is not to suggest

that technical violation of 11 C.F.R. 6102.5(a)(l)(i) may not have occurred, but

that it was not a violation which was contrary to the intent of the section in

prohibiting the transfer into a federal account of funds from sources not

permitted under federal law.

THE COMISSION'S REGULATIONS AND ADVISORY OPINIONS

REAFFIRM THAT THE INTENT OF THE ACT IS NOT TO PROHIBIT ALL TRANSFERS,

BUT ONLY TO PROHIBIT THOSE TRANSFERS FROM SOURCES NOT PERMITTED

11 C.F.R. 1102.6(b) specifically permits transfers to a federal account by

permitting a committee to act as a collecting agent. A committee acting as a

collecting agent, however, is limited to funds which are subject to the pr-

ohibitions and limitations of the Act. In addition, the contributions from the

collecting agent are reported as if they were made directly to the federal

account.



The Commission in several of its Advisory Opinions has permitted the

transfer of funds from state pace to fed pacs under certain circumstances. In

AO 1984-31, the Commission permitted a transfer of funds from state pac to fed

pac where the state pac funds were collected from stockbrokers and executive

administrative personnel. The Commission notes that while normally such a

transfer would cause the state pac to become a political committee under the

Act, "because your corporation has already established a federal pac, if state

pac acts as a collecting agent, such a transfer may be made through the state

account without the state committee becoming a political committee with a

reporting obligation to the Commission." The Commission, in addition, required

the committee to obtain the contributors' authorization stating their intent to

make a contribution to the federal pac and to report the contributions.

In AO 1982-52, the Commission permitted a state campaign committee to

transfer funds to a federal campaign committee to the extent funds were not

received from prohibited sources and do not exceed the contribution limits of

parties that have already contributed to the federal committee.

In AO 1981-21, the Commission permitted an employee to authorize a transfer

of his contributions from his account with a state pac to a federal pac, so long

as the contribution limitations are not exceeded.

In AO 1985-2 and AO 1984-46, the Commission permitted transfer of funds

from state campaign committees to federal campaign committees to help in paying

off debts if the contribution limitations are observed. The Commission also

required the committee to meet the committee's regulations with regard to



* 6

permissible sources and limitation amounts, to exclude funds from

non-permissible sources, and to report the contributors.

It is clear from a review of the Commission's regulations and its Advisory

Opinions that it does hold to the position that all transfers are prohibited.

The Commission has taken the position that it will approve transfers from

non-federal accounts to federal accounts in instances where it can determine

that only funds from permissible sources are used, where the individuals in-

volved are aware that their contributions will be used for federal purposes,

where the contributions do not exceed the individual's limitations, and where

there is a reporting.

The TBA submits that based on the actions of the Commission, the intent

that the Commission gives to 11 C.F.R. 5102.5(a)(1)(i) is that it does not

prohibit all transfers, but only those transfers from sources not permitted by

the Act.

Applying this reasoning to the transfer by the TBA from its state pac to

its fed pac is not to suggest that the transfer was permissible, but to indicate

that a substantive violation of the intent of the Act did not occur since funds

which were not permissible under the Act were not involved. The TBA submits

that the elements indicated by the Commission in its Advisory Opinions as

necessary to permit a transfer from a state pac to a federal pac were present,

except reporting. As indicated in the statement by John B. Hardcastle, all

funds collected by both the state pac and fed pac are from a solicitable class,

that no funds not permitted by the Act are received, and that the individuals

are advised that their contributions may be used for federal election purposes.



It is unlikely that the individual's contribution limitations would be reached

since it is rare for BankPac to receive contributions in excess of $100 from any

individual. The only requirement not present in the transfer was one of report-

ing. When advised by RAD that reporting was required and given the option to

either report or reverse the transfer, the TBA elected to reverse the transfer.

CONCLUSION

Although the transfer from state pac to fed pac may be a technical vio-

lation of 11 C.F.R. 1102.5(a)(1)(i), it is submitted by the TBA that the intent

of such section is not absolute in prohibiting all transfers, but rather to

prohibit the transfer of funds not permissible under the Act. The funds in the

questioned transfer, but for the fact that they were placed initially in the

state pac account, were funds which were permissible under the Act.

The TBA has cooperated with RAD in reversing the transfer and there is no

further obligation outstanding. In complying with RAD's request to reverse the

transfer, the TBA should not be penalized for failing to elect not to register

and thereby create multiple federal pacs.

For these reasons, the TBA submits there is no need for additional action

by the Commission in regard to this matter.

Respectfully submitted,

General Counsel



STATEMENT OF JOHN B. HARDCASTLE

TREASURER, TENNESSEE BANKPAC

The Tennessee Bankers Association operates Tennessee BankPac to permit
Tennessee' s bank executive or administrative officers and directors to
participate in the political process, both at the federal and state levels.
Because some of the contributions will be used for federal purposes, BankPac
collects funds in compliance with the federal election laws. By using
procedures which comply with federal law, BankPac can use one solititation and
avoid the unnecessary duplication of multiple solicitation forms or procedures.

Contributions to Tennessee BankPac (both state and federal) are collected
only from executive or administrative officers and directors of our member
banks. No contributions are received from the banks themselves or other
corporations. Contribution checks which are drawn on corporations or cashiers
checks which do not designate the individual contributor are returned.

No direct solicitation of bank personnel is made by the committee. The
solicitation is conducted only through the chief executive officer of each bank.
The process is initiated by sending the CEO a request for approval to solicit
Bank~ac funds. Upon a response from the CEO, the CEO is provided with BankPac
brochures in order to conduct the solicitation in his bank.

As noted in the brochure, all contributions are voluntary. The brochure
used in the solicitation states:

"Contributions to Tennessee BANKPAC are strictly
voluntary and participation or non-participation
in no way reflects on your progress within your
bank. Any membership categories are only suggestions."

Since only one fund raising campaign is used, individuals are given notice
that the contributions may be used for federal election purposes. The brochure
states:

"Tour contributions may be used in whole or in part
for candidates for political office on either a
state or national level, or both as decided by the
committee."

If an individual designated that his contribution was to be used only for
state or federal purposes, that request is honored. In actuality, very few
individuals make any designation. The committee has generally deposited CEO
contributions in the federal pac and all other contributions in the state pac.

This procedure is designed to permit only funds which are eligible under
the federal act to be used for federal election purposes, and to assure that
funds are collected in compliance with federal law.



STATE OF TENNESSEE

COUNTY OF DAVIDSON

I, John B. Hardcastle, being first duly sworn, make oath that the foregoing
is true and correct to the best of my knowledge, information and belief.

OHNB HARDCASTLE

1985.
Sworn to and subscribed before me, this/Ox* day of __---___ /_
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

December5, 1985

Mr. Timothy L. Amos
General Counsel
Tennessee Bankers Association
21st Floor - Life and Casualty Tower
Nashville, Tennessee 37219

RE: MUR 2098
Tennessee Bankers Association

Federal Political Action
Committee and John B.
Hardcastle, as treasurer

Dear Mr. Amos:

This is in reference to your letter dated November 15, 1985,requesting an extension to respond to the Commission's finding ofreason to believe a violation occurred in this matter. After
considering the circumstances presented in your letter, the
Commission has determined to grant you an extension.
Accordingly, your response will be due on December 9, 1985.

If you have any questions, please contact Charles Snyder,
the attorney assigned to this matter at (202) 523-4000.

Sincerely,

Charles N. Steele
Gen CCU ounsl1

- / fA ., i " .

BY: Kenneth A. -Gross
Associate Gene/ral Counsel
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Tennessee Bankers Association
21st floor * life and casualty tower • nashville, tennessee 37219 * (615) 2444871 * robert m. giliam. executive vice-president

November 15, 1985

Mr. Charles Snyder
Office of the General Counsel
Federal Election Commission
325 K Street, N.W.
Washington, D.C. 20463 D

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action Committee

Dear Mr. Snyder:

This is in response to the Commission's letter of
November 6, 1985 and our telephone conversation yesterday.

It is our intent to request pre-probable cause conciliation.
In doing so, I would like an opportunity to provide you with the
information regarding our solicitation procedures that we dis-
cussed. Also, paragraph 2 of the Commission's letter requests
"answers to the enclosed questions." However, no questions were
enclosed.

In order to provide you with the additional information, I
am asking that you provide me with an extension of time to do so.
I will also need a copy of any specific questions that you may
wish answered.

In our earlier dealings with the Reports Analysis Division, we
demonstrated our good faith by promptly responding to the corres-
pondence of the Division,both orally and in writing, and by promptly
reversing the questioned transfer to the extent possible and com-
pleting that transfer as soon as possible. As you will note, the
transfer was completed on September 30. Because of our demonstrated
good faith in our dealings with the Reports Analysis Division,
the fact that our transfer has been completed and our willingness
to enter into the pre-probable cause conciliation, we believe that
an extension of time to provide additional information is warranted.

If you are unable to provide me with the requested extension,
please advise me by telephone as soon as possible and I will attempt
to provide you with a response even though I expect to be out of
the office Tuesday - Thursday of next week due to a meeting of the
Independent Bankers Division of the Association.

Sincerely you s.

Timot# L. Amos

General Counsel

TLA/mms



Mr. Charles Snyder
Office of the General Cunsel
Federal Election Commission
325 K Street, N.W...
Washington, D.C. 20463 

I
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

November 6, 1985

John B. Hardcastle, Treasurer
Tennessee Bankers Association
Federal Political Action Committee
Life & Casualty Tower, 21st Floor
Nashville, Tenn. 37219

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action Committee and
John B. Hardcastle, as treasurer

Dear Mr. Hardcastle:

On October 29 , 1985, the Federal Election Commission
determined that there is reason to believe the Tennessee Bankers
Association Federal Political Action Committee and you, as
treasurer, violated 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
finding, 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 fifteen days of your receipt of this
letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against you
your committee and you, as treasurer, the Commission may find
probable cause to believe that a violation has occurred and
proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Offl- of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or



9 0
John B. Hardcasetle, Treasurer
Page 2

recommending declining that pre-probable casue conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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 Charles
Snyder, the attorney assigned to this matter, at (202) 523-4000.

John Warren McGarry
Chairman

CS #1



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

John B. Hardcastle, Treasurer
Tennessee Bankers Association
Federal Political Action CommitteeLife & Casualty Tower, 21st FloorNashville, Tenn. 37219

RE: MUR
Tennessee Bankers AssociationFederal Political Action Committee andJohn B. Hardcastle, as treasurer

Dear Mr. Hardcastle:

On 1985, the Federal Election Commissiondetermined that there is reason to believe the Tennessee BankersAssociation Federal Political Action Committee and you, astreasurer, violated 11 C.F.R. S 102 .5(a)(1)(i), a provision ofthe Commission's regulations. The General Counsel's factual andlegal analysis, which formed a basis for the Commission'sfinding, is attached for your information..
Under the Act, you have an opportunity to demonstrate thatno action should be taken against you and the committee. You maysubmit any factual or legal materials which you believe arerelevant to the Commission's consideration of this matter.Please submit any such materials, along with your answers to theenclosed questions, within fifteen days of your receipt of thisletter. Statements should be submitted under oath.
In the absence of any additional information whichdemonstrates that no further action should be taken against youyour committee and you, as treasurer, the Commission may findprobable cause to believe that a violation has occurred andproceed with conciliation.

If you are interested in pursuing pre-probable causeconciliation, you should so request in writing. See 11 C.F.R.S 111.18(d). Upon receipt of the request, the OffTce of GeneralCounsel will make recommendations to the Commission eitherproposing an agreement in settlement of the matter or



* 0

John B. Hardcasetle, Treasurer
Page 2

recommending declining that pre-probable casue conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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,

C- 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
Cof the Commission's procedures for handling possible violations

of the Act. If you have any questions,, please contact Charles
Snyder, the attorney assigned to this matter, at (202) 523-4000.

Sincerely,

cl-

John Warren McGarry
Chairman

CS #1 Q( l



GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Tennessee Bankers Association Federal
Political Action Committee and John B.
Hardcastle, as treasurer

SUMMARY OF ALLEGATIONS

The Tennessee Bankers Association ("TBA") has established

two separate segregated funds: the TBA Federal Political Action

Committee ("FED PAC") and the TBA State Political Action

Committee ("State PAC"). FED PAC's 1984 October Quarterly Report

revealed receipt of a $6,177 contribution from State PAC. RAD

advised the treasurer of FED PAC that this transfer violated

11 C.F.R. S 102.5(a)(1)(i). RAD recommended that FED PAC return

the contribution, or that State PAC register and report as a

political committee. TBA's counsel chose the first option. FED

PAC issued a check to State PAC in the amount of $5,000, and

pledged to repay the rest as soon as possible, and, in the

meanwhile, to list as a debt on its reports the remaining

obligation to State PAC.

RAD made the foregoing recommendation because State PAC, by

transferring funds to a federal committee, itself became a

political committee under the Act. AO 1983-3. Rather than

complying with the registration and reporting requirements of the

Act, State PAC had the option of receiving a full refund from FED

PAC. AO 1982-46. TBA's counsel chose to make the refund, rather

than to file reports concerning all of State PAC's transactions

during the preceding two and one-half years. Thus TBA acted in

accordance with RAD's suggestion that State PAC could "avoid the
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registration and reporting requirements of the Act" by rescinding

the transaction that had given rise to its status as a political

committee. See AO 1982-46.

FACTUAL AND LEGAL ANALYSIS

FED PAC, as a political committee, may not accept any

contributions prohibited by the Federal Election Campaign Act,

2 U.S.C. 5 431 et seq. ("the Act"). State PAC# on the other

hand, was set up to contribute funds to candidates running for

state office in Tennessee, and, in connection with such activity,

would be subject only to the restrictions imposed by the law of

the State of Tennessee. Tennessee law would in fact permit State

PAC to accept contributions from some of the sources (e.g.

unions, but not corporations or banks) that would be prohibited

to a political committee under the Act. I

That fact notwithstanding, TBA's counsel stated in a letter

to RAD dated May 7, 1985:

[Cjontributions to the state PAC are
collected only from officers and directors
of our member banks in a solicitation for
PAC funds only through the chief executive
officer of each bank. No direct solicitation
is made to the officers of the banks nor
is solicitation made to the employees of the bank.
All contributions are voluntary. Contributions
are made with the clear understanding that,
unless otherwise designated, they may be
deposited in either the state or federal PAC....
At no time are contributions received from the
banks themselves or other corporations.

It would appear, therefore, that FED PAC did not receive

from State PAC any funds that originated with sources prohibited
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by 2 U.S.C. S 441b(a). There remains, however, an apparent

violation of 11 C.F.R. 5 102.5. The pertinent regulation states

that, where an organization has established a separate account

for use in connection with Federal elections, "No transfers may

be made to such federal account from any other account(s)

maintained by such organization for the purpose of financing

activity in connection with non-federal elections." 11 C.F.R.

S 102.5(a)(1)(i). The transfer that gave rise to the present

inquiry directly violates that regulation. The Office of the

General Counsel recommends, therefore, that the Commission find

reason to believe respondents violated 11 C.F.R.

S 102.5(a) (1) (i).

CS #1
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Tennessee Bankers Association
Federal Political Action
Committee and John B.
Hardcastle, as treasurer

RAD #85L-26 ,

CERTIF ICAT ION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of October 29,

1985, do hereby certify that the Commission decided by a

vote of 5-1 to take the following actionsin RAD #85L-26:

1. Find reason to believe that the Tennessee
Bankers Association Federal Political
Action Committee and John B. Hardcastle, as
treasurer, violated 11 C.F.R. § 102.5(a) (1) (i).

2. Approve and send the letter and General
Counsel's Factual and Legal Analysis attached
to the report dated October 21, 1985.

Commissioners Elliott, Harris, Josefiak, McDonald,

and McGarry voted affirmatively for the decision.

Commissioner Aikens dissented.

Attest:

/0 at
Date V Marjorie W. Emmons

Secretary of the Commission



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 204b3

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE, GENERAL COUNSEL

MARJORIE W. EMMONS/CHERYL A. FLEMING( /

OCTOBER 23, 1985

OBJECTION - RAD Ref. 85L-26: First General
Cousnel's Report

The above-named document was circulated to the

Commission on Tuesday, October 22, 1985, 4:00.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commiss ioner

Commissioner

Commiss oner

Commissioner

Conmiss ioner

Commissioner

Aikens

Elliott

Harris

Josefiak

McDonald

McGarry

This matter will be placed on the Executive Session

agenda for Tuesday, October 29, 1985.

x



F ERAL ELECTION COMMISSION
WASHINGTON, DC 20463

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

Office of the Commission Se retary

Office of General Counselia

October 22. 1985

RAD Ref. 85L-26: First General Counsel's Rpt.

The attached is submitted as an Agenda document
for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS 
DISTRIBUTION

48 Hour Tally Vote [XX Compliance rx]Sensitive [X3XNon-Sensitive f J Audit Matters r 124 Hour No Objection [ J Litigation
SensitiveNon-Sensitive 

Closed MUR Letters r i
Snformation r I Status Sheets r jSensitive O or
Non-Sensitive [ Advisory opinions

Other (see distribution

Other [ J below) r ,

I7i



FEDERAL ELECTION CONMISSION 44

1325 K Street N.W.
Washington, D. C. 20463 'r (-

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL RAD# 85L-26
BY OGC TO THE COMMISSION STAFF MEMBER: Snyder

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D *-

RESPONDENTS' NAMES: Tennessee Bankers Association Federal c -<

Political Action Committee and
John B. Hardcastle, as treasurer

RELEVANT STATUTES: 2 U.S.C. S 441b
11 C.F.R. S 102.5(a)

INTERNAL REPORTS CHECKED: T.B.A. Federal Political Action

Committee Reports

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER

The Reports Analysis Division ("RAD") referred this inquiry

to the Office of the General Counsel on the grounds that the

Tennessee Bankers Association Federal Political Action Committee

and John B. Hardcastle, as treasurer, may have accepted

contributions solicited not in accordance with 2 U.S.C.

S 441b(b) (4) (D).

SUMMARY OF ALLEGATIONS

The Tennessee Bankers Association ("TBA") has established

two separate segregated funds: the TBA Federal Political Action

Committee ("FED PAC") and the TBA State Political Action

Committee ("State PAC"). FED PAC's 1984 October Quarterly Report

revealed receipt of a $6,177 contribution from State PAC. RAD

advised the treasurer of FED PAC that this transfer violated

11 C.F.R. S 102.5(a)(1)(i). RAD recommended that FED PAC return
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the contribution? or that State PAC register and report as a

political committee. TEA's counsel chose the first option. FED

PAC issued a check to State PAC in the amount of $5,000, and

pledged to repay the rest as soon as possible, and, in the

meanwhile, to list as a debt on its reports the remaining

obligation to State PAC.

RAD made the foregoing recommendation because State PAC# by

transferring funds to a federal committee, itself became a

political committee under the Act. AO 1983-3. Rather than

complying with the registration and reporting requirements of the

Act, State PAC had the option of receiving a full refund from FED

PAC. AO 1982-46. TBA's counsel chose to make the refund, rather

than to file reports concerning all of State PAC's transactions

during the preceding two and one-half years. Thus TBA acted in

accordance with RAD's suggestion that State PAC could "avoid the

registration and reporting requirements of the Act" by rescinding

the transaction that had given rise to its status as a political

committee. See AO 1982-46.

FACTUAL AND LEGAL ANALYSIS

FED PAC, as a political committee, may not accept any

contributions prohibited by the Federal Election Campaign Act,

2 U.S.C. S 431 et seq. ("the Act"). State PAC, on the other

hand, was set up to contribute funds to candidates running for

state office in Tennessee, and, in connection with such activity,

would be subject only to the restrictions imposed by the law of
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the State of Tennessee. Tennessee law would in fact permit State

PAC to accept contributions from some of the sources (e.g.

unions, but not corporations or banks) that would be prohibited

to a political committee under the Act.

That fact notwithstanding, TBA's counsel stated in a letter

to RAD dated May 7, 1985:

[C]ontributions to the state PAC are
collected only from officers and directors
of our member banks in a solicitation for
PAC funds only through the chief executive
officer of each bank. No direct solicitation
is made to the officers of the banks nor
is solicitation made to the employees of the bank.
All contributions are voluntary. Contributions
are made with the clear understanding that,
unless otherwise designated, they may be
deposited in either the state or federal PAC....
At no time are contributions received from the
banks themselves or other corporations.

(See Attachment 1).

It would appear, therefore, that FED PAC did not receive

from State PAC any funds that originated with sources prohibited

by 2 U.S.C. § 441b(a). There remains, however, an apparent

violation of 11 C.F.R. § 102.5. The pertinent regulation states

that, where an organization has established a separate account

for use in connection with Federal elections, "No transfers may

be made to such federal account from any other account(s)

maintained by such organization for the purpose of financing

activity in connection with non-federal elections." 11 C.F.R.

S 102.5(a) (1) (i). The transfer that gave rise to the present
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inquiry directly violates that regulation. Section 102.5

provides a mechanism for the segregation of funds in order to

prevent the commingling of contributions which may be lawful for

state candidates but unlawful for federal candidates under the

prohibitions of 2 U.S.C. S 441b. In addition, the maintenance of

a separate political committee for federal activity which is

prohibited from receiving transfers from the non-federal account

fosters compliance with the statutory recordkeeping and

disclosure requirements.

However, as stated, the transfer in question in this matter

did not contain prohibited funds. Thus, we are recommending that

there is reason to believe that 11 C.F.R. S 102.5(a) was violated

consistent with the Commission's handling of MUR 1479. In that

case, a transfer occurred between a non-federal account and the

federal account in a state where corporate and labor

contributions were prohibited and the Commission found a

violation of S 102.5 although prohibited funds were not contained

in the transferred monies. The Office of the General Counsel

recommends, therefore, that the Commission find reason to believe

respondents violated 11 C.F.R. 5 102.5. See MUR 1479-/

*/ RAD also raised the issue whether respondents violated
2 U.S.C. S 441b(b)(4)(D) in the solicitation of funds. A review
of the referral indicates, however, that there is no basis for
finding respondents violated that statutory provision.
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RCONNENDATION

1. Open a MUR.

2. Find reason to believe that the Tennessee Bankers
Association Federal Political Action Committee and John B.
Hardcastle, as treasurer, violated 11 C.F.R.
S 102.5(a) (1) (i).

3. Approve and send the attached letter and General Counsel's
Factual and Legal Analysis.

IeiLA0000-

Charles N. Steele
General Counsel

BY: Ken Cus
Associate Gener Cone

Attachments
1. Referral
2. Proposed letter to respondent
3. General Counsel's Factual and Legal Analysis

CS #1



FEDERAL ELECTION COMMISSION
WASHITO6%. D C 204b3

26 June 1985

MEMORANDUM

TO: CHARLES N. STEELE
GENERAL COUNSEL

THROUGH: JOHN C. SURINA 4
STAFF DIRECTOR [s

FROM: JOHN D. GIBSON
ASS ISTANT STAFF IRECTOR
REPORTS ANALYSI DIVISION

SUBJECT: REFERRAL OF THE TENNESSEE BANKERS ASSOCIATION
WO FEDERAL POLITICAL ACTION COMMITTEE

This is a referral of the Tennessee Bankers Association
Federal Political Action Committee ("the Federal PAC") for
receiving funds frnm -a -- --- ' ('",int ("the State PAC")
during 1984.

nIn an attempt to clarify the source of funds received from
the State PAC, the Association's General Counsel has stated that
the contributions were collected only from officers and directors
of the member banks. It is not clear, however, if solicitations
were conducted in accordance with 2 U.S.C. S44lb(b)(4)(D).

For further information regarding this matter, please
contact Edward Ryan or Michael Filler at 523-4048.

Attachment



REPORTS ANALYSIS REFERRAL

TO

OFFICE OF GENERAL COUNSEL

DATE: 26 June 1985

ANALYST: Edward Ryan

I. COMMITTEE: Tennessee Bankers Association Federal
Political Action Committee (C00114447)

John B. Hardcastle, Treasurer
(December 31, 1984 - present)

John E. Southwood, Treasurer
(January 1, 1983 - December 31, 1984)

Life and Casualty Tower, 21st Floor
Nashville, TN 37219

II. RELEVANT REFERENCE: 11 CFR 102.5(a)

III. BACKGROUND:

Receipt of Funds From a Non-Federal Account

The 1984 October Quarterly Report filed by the Tennessee
Bankers Association Federal Political Action Committee ("the
Federal PAC") disclosed the receipt of a $6,177 transfer
from the Tennessee Bankers Association State Political
Action Committee ("the State PAC") on September 28, 1984
(Attachment 2) .

A Request for Additional Information ("RFAI") was sent
to the Federal PAC on March 27, 1985,, asking the committee
to clarify whether the transfer was from an account
maintained for non-Federal activity. The Federal PAC was
advised that such activity is prohibited by 11 CFR 102.5,
and the full amount of the transfer should be returned to
the non-Federal account (Attachment 3).

A response was received on April 11, 1985 from Timothy
L. Amos,, General Counsel of the Tennessee Bankers
Association. In that letter, Mr. Amos said that based on an
April 1, 1985 telephone conversation with an analyst at the
Commission, it was his understanding " ... that transfers from
an account maintained by the same association are
permissible as long as such funds are subject to the
prohibitions and limitations of the federal act."-*/ Mr.

~/ There is no written record of this telephone
conversation.



0 0
TENNESSEE BANKERS ASSOCIATION

FEDERAL POLITICAL ACTION COMMITTEE
REPORTS ANALYSIS OGC REFERRAL
PAGE 2

Amos also explained that "[slince all funds solicited by the
Tennessee Bankers Association for political activity are
from individuals permitted by the federal act and within the
amount limitations,..." he believed that no restrictions
existed on the amounts transferred (Attachment 4).

A Second Notice was sent to the Federal PAC on April 18,
1985, which reiterated the prohibition on receiving funds
f rom a non-Federal account (Attachment 5).- This notice
informed the Federal PAC that the Commission had stated in
Advisory Opinion 1983-3 that such a transfer would be
permissible only if the State PAC were to register with, and
report to,, the Commission as a political committee. The
Federal PAC was advised that the State PAC would also be
required to comply with all of the requirements regarding
contributions and solicitations set forth at 11 CFR 102.5
and 114.5. The notification included a copy of the Advisory
Opinion and forms to be used for registering and reporting
the activity of the State PAC. Finally, the notice
recommended that the Federal PAC either return the full
amount of the transfer to the State PAC or register the
State PAC with the Commission and file all required reports
retroactively.

On April 29, 1985,, a representative of the American
Bankers Association ("ABA") telephoned the Chief of the
Party/Non-Party Branch concerning a notice that had been
received by one of the State Bank Association PACs
(Attachment 6) . Although the caller did not identify the
committee in question, based upon the information provided,
it appears that the discussion related to the political
accounts of the Tennessee Bankers Association. The ABA
representative stated that the Federal account of a State
Bank Association had received funds from its non-Federal
account. The ABA representative wished to discuss the
options of registering the non-Federal account versus
returning the non-Federal funds.

With respect to the option of returning the funds to the
non-Federal account,, the ABA representative indicated that
the Federal account did not have sufficient funds on hand.
The Chief of the Party/Non-Party Branch stated that, if this
option were chosen, the Federal account should disclose a
debt owed to the non-Federal account, and attempt to repay
the funds as soon as possible.

The option of registering the non-Federal account as a
political committee also had certain complications. The ABA
representative indicated that it may not be possible to
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prove that the funds in the non-Federal account were
solicited in accordance with the Act and regulations. The
Chief of the Party/Non-Party Branch explained that if the
non-Federal account registered and only a portion of the
funds was permissible, those funds which were not
permissible would have to be transferred to an account not
used to influence Federal elections. Regardless of the
option selected, the Branch Chief advised the ABA
representative to fully research the matter, in order to
determine the permissibility of funds received by the
Federal account.

Mr. Amos called the Reports Analysis Division ("RAD")
analyst on May 3, 1985 and stated that it would be "too much
trouble" to register the State PAC and disclose 2-1/2 years
worth of activity. Instead, the Federal PAC would transfer
the funds back to the State PAC. Since the Federal PAC did
not have sufficient funds to accomplish the entire transfer-
out, the RAD analyst advised Mr. Amos to list the
outstanding amount as a debt owed by the Federal PAC on its
next report (Attachment 7).

On May 8, 1985, a letter of explanation and a summary of
the State PAC's receipts (covering 1980 through 1984) were
received (Attachment 8). According to the response, the
Tennessee Bankers Association believed that the transfers
from the State PAC to the Federal PAC were permissible,,
because the contributions to the State PAC were collected
only from officers and directors of the member banks in a
solicitation made through the chief executive officer of
each bank. The letter stated:

No direct solicitation is made to the
officers of the banks nor is solicitation
made to the employees of the bank. All
contributions are voluntary. Contributions
are made with the clear understanding that,,
unless otherwise designated, they may be
deposited in either the state or federal PAC.

The response also indicated that contributions from the
chief executive officers of the banks are deposited into the
Federal PAC, while those received from all other individuals
are deposited into the State PAC. Furthermore, no
contributions are received from banks or other corporations.
Finally, the letter stated that, although Mr. Amos believed
that the collection of contributions "would comply with the
federal regulations, demonstrating such compliance would be
burdensome and time consuming." Thus, in lieu of
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registering the State PAC, the Federal PAC intends to
transfer $5,000 to the State PAC immediately, and to
transfer the remaining amount as soon as the funds become
available.

Mr. Amos called on May 16, 1985 to inform the RAD
analyst that he was about to make a partial transfer-out to
the State PAC. A photocopy of the check would be sent to
the Commission, and the balance owed would be disclosed as a
debt on the Federal PAC's next report (Attachment 9).

On May 21, 1985, a letter and a copy of a $5,,000 check
(dated May 17, 1985) were received (Attachment 10). The
letter indicated that the Tennessee Bankers Association
plans to begin its "...fundraising earlier than normal this
year to accomodate the remaining transfer." The need to
raise funds for the Federal PAC would also be discussed at
the association's convention scheduled for May of this year.

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None.
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FEDERAL ELECTION COMMISSION

CUMMITTEE INDEX OF DISCLOSURE DOCUMENTS - ((.-) (83-84)
DATE 19JUN85

PAGE I

NUN-PARTY RELATED'

COMMITTEE DOCUMENT RECEIPTS DISBURSEMENTS TYPE OF FILER 0 OF MICROFILM
COVERAGE DATES PAGES LOCATION

TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION
CONNECTED ORGANIZATION: BANKERS ASS'N; AMERICAN

COMMITTEE NON-PARTY QUALIFIED ID SC00114447

1983 MID-YEAR REPORT
MID-YEAR REPORT
MID-YEAR REPORT
MID-YEAR REPORT
REQUEST FOR ADDITIONAL
REQUEST FOR ADDITIONAL
YEAR-END

1984 APRIL QUARTERLY
JULY QUARTERLY
OCTOBER QUARTERLY
OCTOBER QUARTERLY
OCTOBER QUARTERLY
OCTOBER QUARTERLY
REQUEST FOR ADDITIONAL
REQUEST FOR ADDITIONAL
POST-GENERAL
YEAR-END

- AMENDMENT
- AMENDMENT
- AMENDMENT

INFORMATION
INFORMATION 2ND

- AMENDMENT
- AMENDMENT
- AMENDMENT

INFORMATION
INFORMATION 2ND

TOTAL

3,553

10,652
53

1
11,305

4,959
300

30,823

7,420

10,520
0

50
11,377

IJAN83
IJAN83
IJAN83
IJAN83
IJAN83
IJAN83
IJUL83
IJAN84
IAPR84
1JUL84
IJUL84
1JUL84
IJUL84
IJUL84
1JUL84
1OCT84

27NOV84500

0 29,867

-30JUN83
-30JUN83
-30JUN83
-30JUN83
-30JUN83
-30JUN83
-31DEC83
-31MAR84
-30JUN84
-30SEP84
-30SEP84
-30SEP84
-30SEP84
-30SEP84
-30SEP84
-26NOV84
-31DEC84

5 83FEC/ /

3 85FEC/
3 S5EEC/3 @3
2 eSFEC/37@/1630
5 48EC/329/03024FEC/307/2940

1 S4FEC/320/357
5 84EEC/337/008:
2 85Fec/37o/14o4
I 8SeEC/373/0352
I 85EEC/374/3003
3 85FEC/369/0946
1 S5EZC/371/5448
5 64FEC/354/0676
4 S5FEC/5/2298

51 IOTAL PAMi

All reports have been reviewed.

Cash on hand as of 12/31/84 - $5005
en

-0*I
- $0Debts
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UUMMITTrLE.INDEX UVLW L.ILLU5UHE isULUjMLNTS - (G) Uto-8b)

DATE 19JUN85PAGE

NON-PARTY RELATED-
---- ----------------------------------------------------------------------------------- ------- FLCOMMITTEE [OCUMENT NCE'TS DISPUSEMENTS TYPE OF FILER * OF MICROFILM

COVERAGE DATES PAGES LOCATION

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

TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION COMMITTEE

CONNECTED ORGANIZATION: BANKERS ASSN; AMERICAN

1985 STATEMENT OF ORGANIZATION - AMENDMENT

TOTAL 0

NON-PARTY QUALIFIED ID *CO*114447

10JANS5

9'



ATTACHMENT 2

Pap iL of Jnro
LINE NUMBER

ITEMIZED RECEIPTS (Use -,M SChOdulflsl for each
cate"orv of the Detailse

1984 OCTOBER QUARTERLY ,,"P, Page)

SCHEDULE A

Any information copied frm such Reports or Statements may not be Sold or used by any person for the purpose of soliciting contributions or for

commercial purposes, other than using the name and address of any political Colmittee to solicit contributions from such committee.

Name of Committee (in Full)
Tennessee Bankers Association Federal Political Action Committee

A. Full Name. Mailing Address and ZP Code Name of Employer Date (month. Amount of Each

Tennessee Bankers Association day. year) Receipt this Period

State Political Action Committee
21st Floor, Life & Casualty Tower

_.Nashville. TN 37219 Occupation
Receipt For - 3 Primary C General PAC 9/28/84 6,177.0

- Other (specify) Aggregate Year-to-Date-S 6. 177. 00
S. Full Nome, Mailing Address and ZIP Code Name of Employer Date (month. Amount of Each

day. year) Receipt This Period

Occupation
Rece,;. ror Primar C General __

Z Other (specifv) Aggregate Year-to-Date-S

Promarv General

Address and ZIP Code

Primary r General

E. Full Name, Mailing Address and ZIP Code

M Other (specify )
. General

Name of Employer Date (month.
day, year)

Amount of Each

Receipt This Period

Occupation

Aggregate Year-to-Date- S

Name of Employer Date (month,

day. year)

Amount of Each

Receipt This Period

Occupation

I Aggregate Year-to-Date-S
Name of Employer Date lmonth ,

day. Year)

Amount of Eac-

Receipt This Period

Occupation

Aggregate Yea,-to-Date-S

F. Full Name, Mailing Address and ZIP Code Name of Employer Date montvt, Amount of Each

day, year) Receipt This Period

Occupation
Receipt For: D Primary D General

0 Other (specify): Aggregate Year-to-Date-S

G. Ful Name. Mailing Address and ZIP Cede Nme of Employer Date (month. Amount of Each

day. year) Receipt This Period

Occupation
Receipt For: 0 Primary 0 General

D Other (specify): Agregae Year-to-Date-$

SUBTOTAL of Receipts This Page (optional) ................................................ 6,177.00

TOTAL This Period (lat Pp this line number only) 6,177.00

C. Full Name. Mailing Address and ZIP Code
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ATTACHMENT '4

TennseeBtnmAsswalki

82.. emss • .ead Ewainmft bt, • m&.=1 aee J11:0 •u:&F N* *" . be 1,e 1m r earapbe Uwe

April 5, 198!

Ht. Idward Ryan

Reports Analyst
Federal Election Coinssion
1325 K Street. N.W.
Washington. D.C. 20463

Re: ID *C000H1236
7' 1983 Mid-year Report

ID 0C00114447
" COctober (198.) Quarterly Report

Dear Mr. Ryan:

With regard to your letters of March 27. 1985 referenced abu.t quebtionln,
t'ansfers from the Tennessee tankers Asaociation State Pa, to the Associationb'
Federal Pac, I called your office on Monday. April 1. 1985 and discussed the
transfer with an analyst who vas taking your calls while you were out. I am
sorry I did not get his name. It is my understanding from our conversation
that transfers from an account maintained by the sse association are permissible
as long as such funds are subject to the prohibitions and limltations of the
federal act.

Since all funds solicited by the Tennessee Bankers Association for politia:
activity are from individuals permitted by the federal act And within the amount

C, limitations, it is my understanding that there are no restrictions on t.e aw-unt
transferred.

I will be Sled to furnish copies of our state filings showln6 listings
a- amounts of contributors ot such other information you may require. Please
advie e accordingly.

Sincerely,

/

Timothy L. Amos
Gereral Counsel

TLA/Pwt
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&Apil is. 1985

John 3. Iaroastle, Yr.S5rf'T0" Soe 5040se Ioototlot
"Wwaesee serss Assecoaiei
Vaderal political &atlasCo-itt..

Life t Cassalty ?ser 21st Ir~ao
ashwille, 51 37219

Identification umbers C041236

eferences 1963 Kid-et (1/1/83-4/30/3) and 1984 October

Osartrly (7/1/44/30/84) Saports

Dear 4r. Eardcastlet

On Match 27# UIS you wore notified that a review of the

above-referenced report(s) raised questions as to specific

.. contributions and/or e.penditges. and the reporting of certain

information required by the 7ederal Election Cmpaign Act.

C7 The Commission is in receipt of your letter dated April S,

1985, in which you state that, with respect to the two (2)

transfers from the Tennessee Santer. Association State PAC, 'it

is my understanding * . • that transfers from an accoant

maintained by the sam association are permissible . . . (and)

that there are no restrictions on the mount transferred."

Please be advised that Commission regulations prohibit transfers

from a non-Federal account to a Federal account, even when both

accounts are maintained by the same organization (11 CFR 102.5

(a) (1) (i)

The Commission has, however, stated in Advisory Opinio'n

1983-3 (copy enclos-d) that such transfers would be permissib'Ce

if the non-Federal account registers with and reports to the

Commission as a political committee If this option is cho,eo%.
your State PAC would be required to file reports of receipts and

disbursements disclosing all activity from January 21, 1963 (the

date of the original transfer) to the present. The State PhC

would also be required to disclose the source 
of all cash-on-hanA

as of January 21. 1983. and comply with all of the requireserts

regarding contributions and solicitations set forth at 11 CR

102.5 and 114.5.
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27 of yost sent repert.

Please be advised that Ith% informatiOn rOquoted by the
CombissiO is It reoeived vithis fIfteen (i) doys Item the date
of this notice. t C issiOe sws to initiate audit or

lo0oia enforcIent actioe.

It you should have ay questions related to this matter.
plese contact Dooan emy~ o Ogg tollf ee nu-ber (600) 424-9530

or our local imber (202) 213-4048.
- 5r ilncerely.

ohn 0. Gibson
" "Assiestant Steft Director

Iports Analysis Division

Inclosure8
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April 29, 1985

MEMORANDUM-TO THE FILE

FROM : MICHAEL B. FILLER

COMMITTEE : STATE BANK ASSOCIATION PAC

SUBJECT : RECEIPT OF FUNDS FROM NON-FEDERAL ACCOUNT

John Byrne of the American Bankers Association called
concerning a notice that had been received by one of the
*State Bank Association PACs. The Federal Account of this
State Bank PAC (not identified by Mr. Byrne) had transferred
in approximately $10,000 from its Non-Federal Account.

Mr. Byrne had received a call from the State Bank
PAC's counsel, who wanted to know how to resolve the problem.
It was Mr. Byrne's understanding that the State PAC could
either transfer-out the funds received from its Non-Federal
Account, or the Non-Federal Account could register as a
political committee. Each of these options, however, had
certain complications.

1. The State PAC's Federal Account did not
have sufficient funds on hand to repay
the Non-Federal Account. Mr. Byrne was
not sure how long it might take to raise
the money necessary to accomplish the
transfer-out.

2. If the Non-Federal Account registered as
a political committee, it may not be able
to prove that the funds were solicited in
accordance with Federal law (i.e., pursuant
to the prior authorization requirement).

I informed Mr. Byrne that if option 1 were pursued,
the Federal Account should disclose a debt owed to the
Non-Federal Account in the event that the full amount
could not be repaid immediately. In examining the
feasibility of option 2, I advised Mr. Byrne to review
the records maintained by the Non-Federal Account in
order to determine whether the prior authorization
requirement had been met. In addition, I notified Mr. Byrne
that the source of the $10,000 transfer could only be com-
prised of permissible funds, and that the limitations of
Section 441a must be applied to the individuals who con-
tributed to the Federal and Non-Federal Accounts.



Attachment 6
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MEMORANDUM TO THE FILE
PAGE TWO
RECEIPT OF FUNDS FROM NON-FEDERAL ACCOUNT

Mr. Byrne asked what should be done if the Non-Federal
Account registered as a political committee, but could not
ascertain the permissibility of all funds transferred to
the Federal Account. I suggested, for example, that if
only $7,000 of the $10,000 was solicited in accordance with
Federal law, the Federal Account should transfer-out the
difference ($3,000) to an account not used to influence
Federal elections.

* Regardless of the option selected, I advised Mr. Byrne
to fully research the matter, in order to determine the
source of funds used to make the transfer. In addition,
I suggested that the financial status of the Federal Account
at the time of the transfer be analyzed, to find out whether
the funds were used to make contributions to Federal candidates.

Mr. Byrne said that he would have the counsel for the
State PAC call me if there were any questions.



Attachment 7

TELECON _________________

ANALYST: IED A

CONVERSATION WITH: MR* TIMOTHY 1e AMOS, GENERAL COUNSEL

COMMITTEE: TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION C OMM ITTEE

DATE: 5/3/85

SUBJECT(S): NOTICES SENT FOR RECEIPT OF NON-FEDERAL FUNDS.

I received a telephone call from Mr. Timothy Amos, General Counsel of the
Tennessee Bankers Association concerning notices sent for 1983 Mid Year and
1984 October Quarterly reports. The notices were sent because the commnittee
had received transfers from the Association's unregistered State PAC. Mr. Amos
said that when these transfers took place they understood that no restriction
applitld because all funds received were permissible under the Act and regula-
tions.

I explained to Mr. Amos that State commnittees are subject to State dis-
closure laws and may allow activity expressly prohibited by the Act and regu-
lations. Therefore, transfeys from State committees are always questioned.
Transfers from Federal to State committees, however, are all rinht because there
is no prohibition in doing so. The only way the State PAC could transfer money
to a Federal PAC is if it registers with the Commuission and begins filing reports
subject to the prohibitions and limitations of the Act. At that point Mr. Amos
said he now understood this and concluded it would be more trouble to register
the State PAC and report two and half years of activity than refund the money.
His problem was the Federal PAC did not have enough funds to make the entire
transfer and asked if he could postpone making the refund until a solicitation
for more money was completed. I told him that in situations like this the Com-
mission wants to see a quick remedy, but since the matter is complicated by the
lack of funds I advised him to do the following:

1.) Make a transfer-out in what ever amount possible now.

2.) Submit a photocopy of the check to the Commuission.

3.) On the next report show the transfer-out on Schedule B for line 27.

4.) List the outstanding balance as a debt owed to the State PAC on Schedule
D for Line 10.

He said he would do this and have a letter in the mail some time next week.
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Hay 7. 1985

Mr. John D. Gibson
Federal Election Ciesion

0325 K Street* N..
Washington. D.C. 2063

Re: Identification Number: C00041236

gum Reference: 1983 Kid-Year and 1984 October Quarterl. Reports

Dear Mr. Gibson:

In response to the corresp-idence I have recently had with your office and
df in response to the conversation I had with Mr. Ryar on Friday. hay 3, 1985. 1 at

submitting the following background and proposal for your consideration.

The Tcnnessee Bankers Association operates both federal (FEC registered)and state (non-FEC regiRtered) political action comittees. In January 1983
there was a transfer of $3,550.00 from the state PAC to the federal PAC and a
like transfer In September 1984 of $6.177. In your correspondence of March 21,

__ 1985 you advised us that such transfers from state (non-FEC registered) to
federal (FEC registered) political action committees was not permissible.

It was the belief of the Tennessee bankers Association at the time the
•_ trmnsfers were made that such transfers were permissible. This belief Is basedon the facts that contributions to the state PAC are collected onl from ofti-

cars and directors of our member banks in a solicitation for PAC fund. onl%
through the chief executive officer of each bank. No direct soltcitatci. i-
made to the officers of the banks nor is solicitation made to the employetc cof
the bank. All contributions are voluntary. Contributions are made with thne
clear understanding that, unless otherwise designated, they may be deposited ir
eithe: the state or federal PAC. As a practical ma.zer, in order to limet thenumber of individuals included in the federal contributions, contributions froc
a bank's CEO are deposited in the federal PAC and those from all othtr
individuals are deposited in the State PAC. At no time are contriutinns
received from the banks themselves or other corporations.

In my last correspondence and cooversation with your office I indicate, ,0limlta:ions on cur contributions and offered to furnish copies of our State
reportr showing the contributions collected. In your letter ot April 1, ]l 5
you Indicated that this was insufficient but that in lieu of transferring ot'the funds it would be permissible to register the state PAC and to file t,
apprtpriate reports.
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Although 1 believe that collection of our funds vould ccmply wit) th e
federal regulations demonstrattog ouch compliance would be burdensome and time
consuming since reports for approximately two ard a half years would be
required.

I have enclosed a c€,rt sboving the coilection figures from our state
reports to give you sow indication of th~e sizeahle amount of contributirs.

Instead of registering the state PAC with the FEC, we votid prefer te make
-he transfer out. lowever. the federal PAC has insufficient funds at tL.b tin.,,
to make a complete transfer. To accomnodate this I would propose to transter
the total funds i this accoumt, less an amount required by the bank to maintain
thl account ( would expect the transfer amount to be approximately $5,000) ane
tolttanfer the remaining amount as soon as it becomeos available. Althoust
contributions to both the federal and state PAC& are not norlsally collected
until late fall in non-election years such as this, we are preaYed t.,

IN: Imnediately contact the chief executive officers of member bankt to begin eari '

collection this year.

I would hope that a sufficient amount to coulete the transter out could be
collected vithir s1x to eight week-, himever, I can give no guarantee an to the
actual time that might be requited.

If this pro-oa Is acceptable to you. please advise me accordingly. W#
will make the partial transfer out imediately and send you a copy of the check.
You may telephone me at (615) 24-4871 and we will make the transfer out thr
sane day. If this proposal is not acceptable, please advise me of the appropri-
ate action that should be taken.

Sincerely.

Timothy L. Amos
General Counsel

TIA /pwt

Enclosu:e
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Sums ry of State Reports

1979

Orsartled October of 1979 - no report until 19e0

1980

Contributions of
SIOM, or les

10/79- 6/80
7160
/8o- 9/AC

10,8
11/80-12/80
TOTAL

23,351
2,590

11,369
4,800
2,681

44,791

Contributions of
over $100* (M)

1,377
-0-
2C002fOO2no

-0-
10T7

(8)

(1)
(1)

Contributions
from other PACe

-0-

--300
-0-

11 oc;~
lv,300

(I) TU1A:

24, 1

(2) _3,8 1

47,bo 1

1981

1/81- 3/81
&/bl- 6/81
7/81- 9/81
10/81-12/81
TT AL

-0-
-0-
-0-

13,681
13,681

-0-

-O-
400
400

-0-
-0-

-0-

400
6OU

(2)

-0-

(I) IJ, ,LL
14.4bi

1982

1/82- 3/82
./82- 6/82
7/82
8181- 0 '52
10182
11/62-12/82
TOTAL

3,054
699
675

8,915
39535
2,210
O,8U

-0-
-0-
-0-

S0
500
-0-

1,000

(A)
(2)

100
-0-

-0-

-- "
1,00

(2) 10,,. .
A, 1 3

21.18.C

1903

1/83- 3/83
3/83- 6/83
7/03- 9/83

T:,TAI

-0-
-0-

13,062
12s231-
25,294

300
-0-
S00
200

I ,00C

(3)
(1)

-0-
-0-

-0-11,00
I. I0(K

-d -

0 In

WV!
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198t

1184- 314
4,6184- 6184
71T4SISA- 9184

1o1s'
11184-1218.
TOT4l.

55!
75
-0-

160$19.S0
4,655

26.433. F0

-0-

-0.m-

782. SO

(C)

75.'
-0-
-0-

1 ,4%m~m~

(I) 1,'..

-t -

(2) 18,;'.
' (t~'..

1965

1/8S- 3/85 450 -0- -0-

*No individual contributiom exceeds $250
*Returned expenditure ($300; $200)
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* T ELECON

ANALYST: ED 'RYAN

CONVERSATION WITH: TIMOTHY AMOS, GENERAL COUNSEL

COMMITTEE: TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION COMMITTEE

DATE: 5/16/85

SUBJECT(S) : TRANSFER OUT TO THE STATE PAC

Mr. Amos called to say that he was about to issue a check to the State PAC
and wanted to double check the way to report the transaction. He said he would
make a photocopy of the check and send it to the Commission. On the next re-
port he would list the inital transfer out on Schedule B for line 27 and list
the remaining amount on Schedule D for line 10. He said he hopeda solicitation
would'bring in enough money to complete the transfer as quickly as possible.
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FEDERAL ELECTION COMMISSION
WASHINGTON, 0 C 20463

John B. Hardcastle, Treasurer
Tennessee Bankers Association
Federal Political Action Committee
Life & Casualty Tower, 21st Floor
Nashville, Tenn. 37219

RE: MUR
Tennessee Bankers Association
Federal Political Action Committee andJohn B. Hardcastle, as treasurer

Dear Mr. Hardcastle:

On 1985, the Federal Election Commissiondetermined that there is reason to believe the Tennessee BankersAssociation Federal Political Action Committee and you, astreasurer, violated 11 C.F.R. S 102.5(a)(1)(i), a provision ofthe Commission's regulations. The General Counsel's factual andlegal analysis, which formed a basis for the Commission'sfinding, is attached for your information..
Under the Act, you have an opportunity to demonstrate thatno action should be taken against you and the committee. You maysubmit any factual or legal materials which you believe arerelevant to the Commission's consideration of this matter.Please submit any such materials, along with your answers to theenclosed questions, within fifteen days of your receipt of thisletter. Statements should be submitted under oath.
In the absence of any additional information whichdemonstrates that no further action should be taken against youyour committee and you, as treasurer, the Commission may findprobable cause to believe that a violation has occurred andproceed with conciliation.

If you are interested in pursuing pre-probable causeconciliation, you should so request in writing. See 11 C.F.R.S 111.18(d). Upon receipt of the request, the OffTEc of GeneralCounsel will make recommendations to the Commission eitherproposing an agreement in settlement of the matter or



John B. Hardcasetle, Treasurer
Page 2

recommending declining that pre-probable casue conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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 Charles
Snyder, the attorney assigned to this matber, at (202) 523-4000.

Sincerely,

John Warren McGarry
Chairman

CS #1



GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Tennessee Bankers Association Federal
Political Action Committee and John B.
Hardcastle, as treasurer

SUMMARY OF ALLEGATIONS

The Tennessee Bankers Association ("TBA") has established

two separate segregated funds: the TBA Federal Political Action

Committee ("FED PAC") and the TBA State Political Action

Committee ("State PAC"). FED PAC's 1984 October Quarterly Report

revealed receipt of a $6,177 contribution from State PAC. RAD

advised the treasurer of FED PAC that this transfer violated

11 C.F.R. S 102.5(a)(l)(i). RAD recommended that FED PAC return

the contribution, or that State PAC register and report as a

political committee. TBA's counsel chose the first option. FED

PAC issued a check to State PAC in the amount of $5,000, and

pledged to repay the rest as soon as possible, and, in the

meanwhile, to list as a debt on its reports the remaining

obligation to State PAC.

RAD made the foregoing recommendation because State PAC, by

transferring funds to a federal committee, itself became a

political committee under the Act. AO 1983-3. Rather than

complying with the registration and reporting requirements of the

Act, State PAC had the option of receiving a full refund from FED

PAC. AO 1982-46. TBA's counsel chose to make the refund, rather

than to file reports concerning all of State PAC's transactions

during the preceding two and one-half years. Thus TBA acted in

accordance with RAD's suggestion that State PAC could "avoid the
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registration and reporting requirements of the Act" by rescinding

the transaction that had given rise to its status as a political

committee. See AO 1982-46.

FACTUAL AND LEGAL ANALYSIS

FED PAC, as a political committee, may not accept any

contributions prohibited by the Federal Election Campaign Act,

2 U.S.C. 5 431 et seg. ("the Act"). State PAC, on the other

hand, was set up to contribute funds to candidates running for

state office in Tennessee, and, in connection with such activity,

would be subject only to the restrictions imposed by the law of

the State of Tennessee. Tennessee law would in fact permit State

PAC to accept contributions from some of the sources (e.g.

unions, but not corporations or banks) that would be prohibited

to a political committee under the Act. I

That fact notwithstanding, TBA's counsel stated in a letter

to RAD dated May 7. 1985:

[C]ontributions to the state PAC are
collected only from officers and directors
of our member banks in a solicitation for
PAC funds only through the chief executive
officer of each bank. No direct solicitation
is made to the officers of the banks nor
is solicitation made to the employees of the bank.
All contributions are voluntary. Contributions
are made with the clear understanding that,
unless otherwise designated, they may be
deposited in either the state or federal PAC....
At no time are contributions received from the
banks themselves or other corporations.

It would appear, therefore, that FED PAC did not receive

from State PAC any funds that originated with sources prohibited
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by 2 U.S.C. s 441b(a). There remains, however, an apparent

violation of 11 C.F.R. S 102.5. The pertinent regulation states

that, where an organization has established a separate account

for use in connection with Federal elections, "No transfers may

be made to such federal account from any other account(s)

maintained by such organization for the purpose of financing

activity in connection with non-federal elections." 11 C.F.R.

5 102.5(a)(1)(i). The transfer that gave rise to the present

inquiry directly violates that regulation. The Office of the

General Counsel recommends, therefore, that the Commission find

reason to believe respondents violated 11 C.F.R.

S 102.5(a)(1)(i).

CS #1
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

26 June 1985
MEMORANDUM

CHARLES N. STEELE
GENERAL COUNSEL

JOHN C. SURIN , K jt
STAFF DIRECT Q/71/x

JOHN D. GIBSON
ASSISTANT STAFF DIRECTOR
REPORTS ANALYSI DIVISION

SUBJECT: REFERRAL OF THE TENNESSEE BANKERS ASSOCIATION
FEDERAL POLITICAL ACTION COMMITTEE

This is a referral of the Tennessee Bankers Association
Federal Political Action Committee ("the Federal PACO) forreceiving funds from its non-Federal account ("the State PAC")
during 1984. . ' -

In an attempt to clarify the source of funds received fromthe State PAC, the Association's General Counsel has stated that
the contributions were collected only from officers and directorsof the member banks. It is not clear, however, if solicitations
were conducted in accordance with 2 U.S.C. S44lb(b)(4)(D).

For further information regarding this matter, please
contact Edward Ryan or Michael Filler at 523-4048.

Attachment

TO:

THROUGH:

FROM:



I.

REPORTS ANALYSIS REFERRAL

TO

OFFICE OF GENERAL COUNSEL

DATE:- 26 June 1985

ANALYST: Edward Ryan

I. COMMITTEE: Tennessee Bankers Association Federal
Political Action Committee (C00ll4447)

John B. Hardcastle, Treasurer
(December 31, 1984 - present)

John E. Southwood, Treasurer
(January 1, 1983 - December 31, 1984)

Life and Casualty Tower, 21st Floor
Nashville, TN 37219

II. RELEVANT REFERENCE: 11 CFR 102.5(a)

III. BACKGROUND:

Receipt of Funds From a Non-Federal Account

The 1984 October Quarterly Report filed by the Tennessee
Bankers Association Federal Political Action Committee ("the
Federal PAC") disclosed the receipt of a $6,177 transfer
from the Tennessee Bankers Association State Political
Action Committee ("the State PAC") on September 28, 1984
(Attachment 2).

A Request for Additional Information ("RFAI") was sent
to the Federal PAC on March 27, 1985, asking the committee
to clarify whether the transfer was from an account
maintained for non-Federal activity. The Federal PAC was
advised that such activity is prohibited by 11 CFR 102.5,
and the full amount of the transfer should be returned to
the non-Federal account (Attachment 3).

A response was received on April 11, 1985 from Timothy
L. Amos, General Counsel of the Tennessee Bankers
Association. In that letter, Mr. Amos said that based on an
April 1,, 1985 telephone conversation with an analyst at the
Commission, it was his understanding "1... that transfers from
an account maintained by the same association are
permissible as long as such funds are subject to the
prohibitions and limitations of the federal act."-*/ Mr.

~/ There is no written record of this telenhone
conversation.
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FEDERAL POLITICAL ACTION COMMITTEE

REPORTS ANALYSIS OGC REFERRAL
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Amos also explained that "([s]ince all-funds solicited by the
Tennessee Bankers Association for political activity are
from individuals permitted by the federal act and within the
amount limitations,..." he believed that no restrictions
existed on the amounts transferred (Attachment 4).

A Second Notice was sent to the Federal PAC on April 18,
1985, which reiterated the prohibition on receiving funds
from a non-Federal account (Attachment 5). This notice
informed the Federal PAC that the Commission had stated in
Advisory Opinion 1983-3 that such a transfer would be
permissible only if the State PAC were to register with, and
report to,, the Commission as a political committee. The
Federal PAC was advised that the State PAC would also be
required to comply with all of the requirements regarding
contributions a nd solicitations set forth at 11 CFR 102.5
and 114.5. The notification included a copy of the Advisory
Opinion and forms to be used for registering and reporting
the activity of the State PAC. Finally, the notice
recommended that the Federal PAC either return the full
amount of the transfer to the State PAC or register the
State PAC with the Commission and file all required reports
retroactively.

On April 29, 1985, a representative of the American
Bankers Association ("ABA") telephoned the Chief of the
Party/Non-Party Branch concerning a notice that had been
received by one of the State Bank Association PACs
(Attachment 6) . Although the caller did not identify the
committee in question, based upon the information provided,
it appears that the discussion related to the political
accounts of the Tennessee Bankers Association. The ABA
representative stated that the Federal account of a State
Bank Association had received funds from its non-Federal
account. The ABA representative wished to discuss the
options of registering the non-Federal account versus
returning the non-Federal funds.

With respect to the option of returning the funds to the
non-Federal account, the ABA representative indicated that
the Federal account did not have sufficient funds on hand.
The Chief of the Party/Non-Party Branch stated that, if this
option were chosen, the Federal account should disclose a
debt owed to the non-Federal account, and attempt to repay
the funds as soon as possible.

The option of registering the non-Federal account as a
political committee also had certain complications. The ABA
representative indicated that it may not be possible to



TENNESSEE BANKERS ASSOCIATION
FEDERAL POLITICAL ACTION COM4MITTEE

REPORTS ANALYSIS OGC REFERRAL
PAGE 3

prove that the funds in the non-Federal account were
solicited in accordance with the Act and regulations. The
Chief of the Party/Non-Party Branch explained that if the
non-Federal account registered and only a portion of the
funds was permissible, those funds which were not
permissible would have to be transferred to an account not
used to influence Federal elections. Regardless of the
option selected, the Branch Chief advised the ABA
representative to fully research the matter, in order to
determine the permissibility of funds received by the
Federal account.

Mr. Amos called the Reports Analysis Division ("1RAD")
analyst on May 3, 1985 and stated that it would be "too much
trouble" to register the State PAC and disclose 2-1/2 years
worth of activity. Instead, the Federal PAC would transfer
the funds back to the State PAC. Since the Federal PAC did
not have sufficient funds to accomplish the entire transfer-
out, the RAD analyst advised Mr. Amos to list the
outstanding amount as a debt owed by the Federal PAC on its
next report (Attachment 7).

On May 8, 1985, a letter of explanation and a summary of
the State PAC's receipts (covering 1980 through 1984) were
received (Attachment 8). According to the response, the
Tennessee Bankers Association believed that the transfers
from the State PAC to the Federal PAC were permissible,
because the contributions to the State PAC were collected
only from officers and directors of the member banks in a
solicitation made through the chief executive officer of
each bank. The letter stated:

No direct solicitation is made to the
officers of the banks nor is solicitation
made to the employees of the bank. All
contributions are voluntary. Contributions
are made with the clear understanding that,
unless otherwise designated, they may be
deposited in either the state or federal PAC.

The response also indicated that contributions from the
chief executive officers of the banks are deposited into the
Federal PAC, while those received from all other individuals
are .deposited into the State PAC. Furthermore, no
contributions are received from banks or other corporations.
Finally, the letter stated that, although Mr. Amos believed
that the collection of contributions "would comply with the
federal regulations, demonstrating such compliance would be
burdensome and time consuming." Thus,, in lieu of
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registering the State PAC, the Federal PAC intends to
transfer $5,000 to the State PAC immediately, and to
transfer the remaining amount as soon as the funds become
available.

Mr. Amos called on May 16, 1985 to inform the RAD
analyst that he was about to make a partial transfer-out to
the State PAC. A photocopy of the check would be sent to
the Commission, and the balance owed would be disclosed as a
debt on the Federal PAC's next report (Attachment 9).

On May 21, 1985, a letter and a copy .of a $5,000 check
(dated May 17, 1985) were received (Attachment 10). The
letter indicated that the Tennessee Bankers Association
plans to begin its "...fundraising earlier than normal this
year to accomodate the remaining transfer." The need to
raise funds for' the Federal PAC would also be discussed at
the association's convention scheduled for May of this year.

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None.
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1984 OCTOBER QUARTERLY smmarV Pae)

Any informatiOn copied from such Reports or Statements may not be sold of used by any person for the purpose of solciling contributions or lot

------------ . - -- 4 ft . iie.lPl -PW1W amicit contributions from such committet

Name of Committee Ion Full)

Tennessee Bankers Association Federal Political Action Couiittee
A. Full Name. Mailng a d ZIP Cote Name oi Employer ,Date (month. Amount of Each

Tennessee Bankers Association dav. Vear) Receipt this Pe,odl

State Political Action ComitteeI
21st Flonr, Life & Casualty Tover -

Nasbvlle, T 37219 O_---cupation
Raeceipt For C P,.marv General PAC 9/28/84 6,177.00

Other (spect% Aggregale Yer .io.Date-S 6.177. 00

B. Full Name. Mailing Addres and ZIP Code Name of Employer Date (month. Amount of Eact,

daV. yea') Receipt This Periocl

Occupation i

O 0her, ISt Agiregate 'rea'toDait-SRe4,'. 'or gI - P~ma., - Genera'

C. Full Name. Mailing Address and ZIP Code Name of Emplover i Date mon1h,. Amorii o Ea:r

I lay. year) Recei', This Peri od

Occupation

Rcce:CC Fi, - Prima:, General

01her specfv) r Aggegate Yea-to-Date- S

D. Full Name. Mailing Address and ZIP Code Name of Empeove, Date lmonth, I Amont v Eact'.

day. veal) Rece-., 7hts pt.~

Occupation

Receipt For r- Primar - Genea

OQe, lspe:If ) vAgtgegate Yea-,o.Date-S

E. Full Name. Mailing Address and ZIP Code Name of Emplover Date imago . Amooit oi Eac,

dav, year) Receipt This Period

l-k Rece:t For D Primary C General

= O1he, (specify) [-Aggregate Yea,-io-Date-S

F. Full Name. Mailing Addres and ZIP Code I Name of Employer Date imcirt.. Amount of Each

day. yea) I Recepi Tios Period

day. veer) Receipt This Period

O¢ccuPat ion

Receipt For 0 Primary D General occupation

U Other (specifv) Aggregate Year-iO-Date-S

SUBTOTAL of Receipts This Page (optional) ............ ................................................ 6,177.00

TOTAL This Period (last page this ione number only) ............... ........... ................. 6,177.00
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sa a. Uadas_ t", I S. S.orTea"Wsae e te 16;;Retlen,
19deral politoS &tim
COMI ttfs

Lire A C&Slt1 9c t PI
abshville 21 271L

Identifiatien gui1, mC94114447

3tfer ene t -Qua-- r _-tefr Dpoft (7/l/S44/30/4)

bear N f. 4ard W tpld I opriS

rhis Letter is owmit by the C ,si' prel isrY
* t review of the reort(s) refertmd abe 5be review rate

questions c 5L9TMS Sartain Laf~otation ootsined if' the
0 report(S). • m ia tisatis8 felsi

-chedule & e our report discloses • receipt of

$*l77 f cm tbe ?--e5 Saskeirs Associationft tate
political "tie Omitte (pertinent portion

attached). Ple Cli ify Whethe %big tranfr is

fr an SOCC t SantaisL bi r ittee for non

VeWeral activit atU so h b "ia" o tt *Deh transfe

is pcobibited kg11 WR 102S()(1)(i) aNo the full
amunt of the transfer_ bould be retard to tbe Rot

Federal account. PLease infor tM Cimssion

imediately in writing9 and provife a phocoOof your
check for the traasfe-"ot. a adition, the transfer

out should be disclosed on a Suf@orti9 schedule a for

Line 27 of yoor mt report.

Ifo heverv this trasanotot, teprespts an *internal

transfer' of fun" Ifcm0 m edberal bocftt to another#

and the souros(s) of *gab funds, as been identified in

Previous reports of Cveeipts &4W disbueantse please

Soto that sGch tcawfets skged vat be itesised as

doing so inflates t otal ceilpts an cash on hai1. it

this is the ase please mend your report accrdiflY.

Although the Comission my take furtber 1e9a1 action

regardrin the 60ceptaMe of f|uds fIgo a non-Federal

account, pur pJi trafiefer-out of the funds in

question. or Olarifroation of the transaction, will be

taken into ConsideCatioe.
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sm~m ,p (O0) 44530. local wre is (202) S2304046.

gimosAnly.

heports AlblySiS niviioe
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April 5. 198:

•(i. Edward Ryan

Reports Analyst
Federal Election Commission
1325 K Street. N.W.
WashIrgton. D.C. 20463

Re: ID OC0OH!236
" 1983 Mid-year Report

ID OC0O11447 -

(" October (198.) Quarterly Report

D;ear Kr. Ryan:

With regard to your letters of March 27. 1985 referenced abvt quebtir,
t-azsfers from the Tennessee lanrJrs Aaociation State Pa, to the Assoclation'
Federal Pac. I called your office on Monday, April 1. 1985 and discussed the
transfer with an analyst who was taking your calls while you were out. I am
sorry I did not get his ame. It is my understanding from our conversation
that transfers from an account ulantained by the sm association are permssible
as lons as such funds are subject to the prohibitions and limitatlons of the
federal act.

.* ~Since all funds solicited by the Tennessee BakaWrs Asociation for pollSi,a"
activity are from individuals permitted by the federal act apd within the amount

CO limitations, It is my understanding that there are no restrictions on t..e am-unt
transferred.

1 will be glad to furnish copies of our state filings showinb listings
a-4 amounts of cootributors st sucb other information you may require. Ple&6t
advije me accordingly.

Sincerely.

Timothy L. Amos
Gester l Counsel

TLA/pwt
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FEDERAL ELECTION C. EIa39"
WV 9eL1G.DC m d3lbS

0.

John S. UardceStle, Treasurer
Tennessee ankter Association
Federal Political Action
Comitt.
Life G Casualty Tmr, tlst Floor
Uashville. Is 37219

Identification Nhmbers C00041236

References 1983 ULdoTear (l/l/f3-4/30/S3) and 1984 October

Quarterly (7/1/S4-9/30/84) fhpoct9

Dear Mr. lardcastles

Oni Narch 37# 1o5 you were notified that a review of the

aboverefrenced report(s) raised questioS as to SPecific

cntributions and/or ezpenditures. and the reporting of certain

Information required by the Federal Ilectioft 
Cmpaign Act-.

P The Coision is in Ceipt of your letter dated April So

1985. in which you state that* with respect to the two (2)

transfers from the Tennessee Ranker. Association State PWC, it

is my understanding . . . that transfers fron an account

maintained by the same association are permissible . . . lard)

that there are no restrictions on the mott transfersred.

Please be advised that Commission regulations prohibit 
transfers

from a non-Federal account to a Federal account, even when both

accounts are maintained by the same organization (II Cri 102.5

(a) (1) (1).

The Coission has, however, stated in Advisory DPinicn

1 _3-3 (copy enclos'd) that such transfers would be perissinl

if the non-deral account registers with and reports to the

Commission as a political comitte, e. i this option is chosen#

your State PAC would be required to 
file reports of receipts and

disbursements disclosing all 
activity from January 21, 1983 (the

date of the original transfer) to the present,, The state PC

would also be required to disclose the source of all cash- o n . "A

as of January 21. 1983t and comply with all of the requireserts

regarding contributions and solicitations set forth at 11 CrR

1021.5 and 114.S.
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Ybe CoiSiOS gtd that, yor ooi tt, either

e1W Commois e _om aooo, with the Cossin sOin ad filegewta Your mom-qrekea _l . . ... troWeft &

&I reqited reports irettoactlv to January 3,10 19S (relevant

form * "OIO4d) m. *teCAOtjI0jI, return the fall MUit Of the

tasf ers to the n-edetal omt. Pleas tufors the

Comission o MCf declslon Immediately in vriting and# if

etroph,. PC d •r eck for the transfer-out.
tfomfe-cot obo)dA scloed on schedule b for Line

'27 of Imr aet report.

Plemm be advised that if the imformtOn requested by the

Conision is st eceiveod Withim tiften (IS) days from the date

of this motioes the Comissio so atsooe to initiate audit or

leal enfotcment action.

, ,If you should haow any questions related to this matter,

plea"- contact sward Ryan on our 
toll-fre number (600) 424-9530

or our local smber (202) S23-GOG

-- "Sincerely,

John D. Gibson
Assistant Staff Director
17oporto Analysis Division

I . Enclosvres
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April 29, 1985

MEMORANDUM -TO THE FILE

FROM : MICHAEL B. FILLER

COMMITTEE :STATE BANK ASSOCIATION PAC

SUBJECT :RECEIPT OF FUNDS FROM NON-FEDERAL ACCOUNT

John Byrne of the American Bankers Association called
concerning a notice that had been received by one of the
*State Bank Association PACs. The Federal Account of this
State Bank PAC (not identified by Mr. Byrne) had transferred
in approximately $10,000 from its Non-Federal Account.

Mr. Byrne had received a call from the State Bank
PAC's counsel, who wanted to know how to resolve the problem.
It was Mr. Byrne's understanding that the State PAC could
either transfer-out the funds received from its Non-Federal
Account, or the Non-Federal Account could register as a
political committee. Each of these options, however, had
certain complications.

1. The State PAC's Federal Account did not
have sufficient funds on hand to repay
the Non-Federal Account. Mr. Byrne was
not sure how long it might take to raise
the money necessary to accomplish the
transfer-out.

2. If the Non-Federal Account registered as
a political committee, it may not be able
to prove that the funds were solicited in
accordance with Federal law (i.e., pursuant
to the prior authorization requirement).

I informed Mr. Byrne that if option 1 were pursued,
the Federal Account should disclose a debt owed to the
Non-Federal Account in the event that the full amount
could not be repaid immediately. In examining the
feasibility of option 2, I advised Mr. Byrne to review
the records maintained by the Non-Federal Account in
order to determine whether the prior authorization
requirement had been met. In addition, I notified Mr. Byrne
that the source of the $10,000 transfer could only be com-
prised of permissible funds, and that the limitations of
Section 441a must be applied to the individuals who con-
tributed to the Federal and Non-Federal Accounts.



Attachment 6
page 2 of 2

MEMORANDUM TO THE FILE
PAGE TWO
RECEIPT OF 'FUNDS FROM NON-FEDERAL ACCOUNT

Mr. Byrne asked what should be done if the Non-Federal
Account registered as a political committee, but could not

ascertain the permissibility of all funds transferred to

the Federal Account. I suggested, for example# that if

only $7,000 of the $10,000 was solicited in accordance with

Federal law, the Federal Account should transfer-out the

difference ($3,000) to an account not used to influence
Federal elections.

* Regardless of the option selected, I advised Mr. Byrne

to fully research the matter, in order to determine the

source of funds used to make the transfer. In addition,

I suggested that the financial status of the Federal Account

at the time of .the transfer be analyzed, to find out whether

the funds were used to make contributions to Federal candidates.

Mr. Byrne said that he would have the counsel for the

State PAC call me if there were any questions.



TELECON i

ANALYST: ED R0YAN

CONVERSATION WITH: MR. TIMOTHY L. AMOS, GENERAL COUNSEL

COMMITTEE: TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION COMMITTEE

DATE: 5/3/85

SUBJECT(S): NOTICES SENT FOR RECEIPT OF NON-FEDERAL FUNDS.

I received a telephone call from Mr. Timothy Amos, General Counsel of the
Tennessee Bankers Association concerning notices sent for 1983 Mid Year and
1984 October Quarterly reports. The notices were sent because the commi~ittee.
had received transfersfrom the Association's unregistered State PAC. Mr. Amos
said that when these transfers took place they understood that no restriction
appli~d because all funds received were permissible under the Act and regula-
tions.

I explained to Mr. Amos that State committees are subject to State dis-

closure laws and may allow activity expressly prohibited by the Act and regu-
lations. Therefore, transfeys from State cormittees are always questioned.
Transfers from Federal to State commrittees, however, are all ri'nht because there
is no prohibition in doing so. The only way the State PAC could transfer money
to a Federal PAC is if it registers with the Commnission and begins filing reports
subject to the prohibitions and limitations of the Act. At that point Mr. Amos
said he now understood this and concluded it would be more trouble to register

the State PAC and report two and half years of activity than refund the money.
His problem was the Federal PAC did not have enough funds to make the entire

transfer and asked if he could postpone making the refund until a solicitation
for more money was completed. I told him that in situations like this the Comn-

mission wants to see a quick remedy, but since the matter is complicated by the
lack of funds I advised him to do the following:

1.) Make a transfer-out in what ever amount possible now.

2.) Submit a photocopy of the check to the Comm~ission.

3.) On the next report show the transfer-out on Schedule B for line 27.

4.) List the outstanding balance as a debt owed to the State PAC on Schedule
D for Line 10.

He said he would do this and have a letter in the mail some time next week.
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SAM4 K.ELIVt*~

TennAec Banke A&wfin tio

Kay 7. 3985

Mr. John D. Gibson
Federal Election Cosiisslo

0;325 1 Street, N.H.
Washington, D.C. 20463

Re: Identification Number: COO041236

Reference: 1983 Kid-Year and 198. October Qunrterl4 Reports

Dear Mr. Gibson:

In response to the corresp-idence I have recently had witn your office and
in response to the conversation I had with Mr. Ryar on Friday, May 3. 1985. 1 at
submlrttin the following background and proposal for your consideration.

The Tcnnessee Bankers Association operates both federal (FEC registered)
and state (non-fnC registered) political action comnittees. In January 190
thete was a transfer of $3,550.00 from the state PAC to the federal PAC and a
like transfer in September 1964 of $6.177. In your correspondence of March 2;,
1985 you advised us that such transfers from state (non-FEC registered) to
federal (FEC registered) political action coimittees was not permissible.

It was the belief of the Tennessee Bankers Association at tht time the
trmnsfers were made that such transfers were permissible. This belief Is based
on the facts that contributions to the state PAC are collected onl) from ofti-
cers and directors of our member banks in a solicitation for PAC fund- on'l
through the chief executive officer of each bank. No direct sollcitaido. i-
made to the officers of the banks nor is solicitation made to the employee! o'
the bank. All contributions are voluntary. Contributinns are made with the
clear understanding that, unless otherwise depignated, they may be deposied 4
eithe: the state or federal PAC. As a practical ma.er, in order to lint the
number of Individuals included in the federal contributions, c.ontributions frn-
a bank's CEO are deposited in the federal PAC and those from all otht:
Individuals are deposited In the State PAC. At no time are cont:11utions
received from the banks themselves or other corporations.

In my last correspondence and coraversation with your office I indicate. t0.

limett:icns on cur contributions and oftered to furnish copies of our grate
repc'tu sowing the contributions collected. In your letter .t April 19. 116,5
yeu Indicated that this was insufficient but that in lieu of transferring m.t
the funds it woul4 be permissible to register tile state PAC and to file ti,,
apprpriate reports.
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Mr. Joh e. Cibsom
may 7. I 8S
paie 2

Although 1 'believe that collection of our funds vould C¢MPly with the
federal regulations demonstratig8 such compliance vould Le toutdensome and time

consuming since reports for approximately two Mtd a half years vou1A be
required.

I have enclosed a cert showing the collection figures from our state

reports to give you som indicatioo of the siseable amount of contributions.

Instead of registering the state PAC vith the FL ., we vold prefer to make
,he transfer out. However, the federal PAC has inswfficient funds at ti. i tL..

to maLe a coiplete transfer. To accommodste this 1 Would propose to traunsfer
the total funds In this account, loe en amount required by the bank to maintain

thf account (I would expect the transfer amount to be approximately $5.O0n) ane

to'ttansfer the re"ining amount as soon as it becomes availabi. Althoup,

contributions to bhth the federal and state PACe are not normally collected

until late fall It son-election years such as this, we are prear.i t.,

limsedlately contact the chief executive officers of member bankt tc begin ear!.
collection this year.

I vould hope that a sufficient amount to courlett the transler out could be

collected vithic six to eight veer', h.wever. I can give no guara:tee an to the
actual time that eight be required.

If this pro.--osal is acceptable to you, please advise me accordingly. I,

will make the partial transfer out imdiately and send you a copy of the chec.

1 You may telephone me at (615) 24-4871 and we will make the transfer out thr
same day. If this proposal Is not acceptable, please advise me of the appropri-
ate action that should be taken.

Sincerely,

C' Timothy L. Amos

General Counsel

TIA!pt

Enclor-%.I*

I mW-,
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Mr. Jobs D. Mlbn
Key 7. 195
Fair 3

TIDESSE l lM S ASSOCIArIO

STATE IA'I PAC

Sumary of State Reports

1979

Orgsrized October of 1979 - oo report untIl 19Pn

Contributions of
U0 or less

1980

Contributions of
over $100* (9)

Contributions
from othcr PACI

" 10/7'- 6/80

$/So- 9/sc

T1T/-AL 180
T0OT3.

23.351
2.590

11.369
4 680C

2,46B1
4110791

19377
-0-
200
2no0

--

(8N

(1)

-C,-
.00"

300
-0-

1 ,00C
1 9300

24,.,'' '

37 ,bt' I

_k1

1981

1/S)- 3/81
/l1- 6/81

7/81- 9/81
10/81-12/81
TMA AL

-0-
-0-
-0-

13,681
13.681

-,0-
-0-
-0-

400
400

-0-
"0"

-00-
400
'('uI,

(2)

"--

m-

0 I-

1982

1/82- 3/82
,/6&- 6/B2
7/82
8182- e't2
10182
11/62-12/8
TOTAl.

3,054
699
675

8,915
3.535
2.210
0o 9 6P~

-0-
-0-
-0.-
S00
S00
-0-

1,000

(')
(2)

100
-- g

-0-
---

I.IObC

3, 1. "

(2) l ,. -

1 9P

1/83- 3/83
3/83- 6/83
7/P3- 9/83

I( /Fl-I '/!N3
S:,T AI

-0-
-0-

13,062

215.292

300 *
-0-
S0
200

1 .006

(3)
(I )

-0-
-0-
-0-

I , (W'C

3(1'*
.4'..

13.Y..

.. I

(I) Ttl A.

XWINLEBFVMEW- -t .. -
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Mr. Jot, .
1a7 7, I
?ile i

198s

1/84- 3/4
0/84o 6/84

TOTAL

75
-0-

16i.19.50
2,65S

26,4 =3. 0

.0
-0-

782. "lt"

-0 -0-
782. SC,

(4)

-.0~
-0-

3 .wI

.0-
-0~~

(1) 1.,,

(2) 18,"'.
'C'

' i.

I"S

-0- -0-

*No IndIvIdual contribution exceeds $250
*Returned expendIture (300; $200)

I/8so 3/fit

Attachment 8g~e 4 of 4) -.



TELECON

ANALYST: ED RYAN

CONVERSATION WITH: TIMOTHY AMOS, GENERAL COUNSEL

COMMITTEE: TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION COMMITTEE

DATE: 5/16/85

SUBJECT(S): TRANSFER OUT TO THE STATE PAC

Mr. Amos called to say that he was about to issue a check to the State PAC

and wanted to double check the way to report the transaction. He said he would

make a photocopy of the check and send it to the Commission. On the next re-

port he would list the inital transfer out on Schedule B for line 27 and list

the remaining amount on Schedule D for line 10. He said he hopeda solicitation
would'bring in enough money to complete the transfer as quickly as possible.

m
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