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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. § 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.

§ 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,

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. § 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:

e 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.

§ 437g(a) (4) (A) (1) .

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:

15 Respondent Tennessee Bankers Association Federal

Political Action Committee is a political committee




established by the Tennessee Bankers Association
("TBA"), and Respondent John B. Hardcastle is the
treasurer of that political committee.

TBA also maintains an account, known as its state
political action committee, for the purpose of
financing activity in connection with non-federal
elections.

Respondent accepted a transfer of $6,177 from TBA's
state political action committee.

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. § 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. § 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. § 431, et seq.

VIII. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning the matters at issue

herein or on its own motion, may review compliance with this




agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute a civil
action for relief in the United States District Court for the
District of Columbia.

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 Coum:

X //j ey
e [()/@ [lae X 13, /550

Kenneth A. Gross,~ Date
Associate General Counsel

FOR THE RESPONDENT: .,
\/v/ = /\g‘, e ! v

A 5/ A N e 2
Timothy L*Amos, General Counsel February 14, 1986

:gggilion) Acceptance by resolutionDate
of the BankPac Committee.




Tennessee Bankers Association

21st floor s life and casualty tower « nashville, tennessee 37219 + (615) 244-4871 < robert m. gilliam, executive vice-president

February 14, 1986

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

—=

ld 924

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

62

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, : N
yUNT INTO

oY £
X Sxeh] /,.v—') A ’\
\4( ey ) o T

' Timothy L. Amos
General Counsel )

TLA/mms 50)

Enclosure P




Tennessee Bankers Assoctation

21st floor « life and casualty tower o nashville, tennessee 37219 « (615) 244-4871 « robert m. gilliam, executive vice-president

February 14, 1986

Charles Snyder, Esquire
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

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,

> % s
’\,/(/’/: o) o <
7

. Timothy L. Amos
General Counsel

TLA/mms

Enclosure
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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. § 102.5a(1l) (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.

§ 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 (fLJ& 717

Conciliation Agreement




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 2098

Federal Political Action Committee

)
0 0 )
Tennessee Bankers Association )
)
and John B. Hardcastle, as treasurer )

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:

2, operrene

rjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: Fri., 3-7-86,
Circulated on 48 hour tally basis: Mon., 3-10-86,
Deadline for vote: Wed., 3-12-86,




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM

TO: Office of the Commission Secretary

FROM: Office of General Counselm

DATE: March 7, 1986

SUBJECT: MUR 2098 - General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote Compliance
Sensitive
Non-Sensitive Audit Matters

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

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




BEFORE THE FEDERAL ELECTION COMMISSION SENSITWE

In the Matter Of

Federal Political Action Committee

)
) o5 B
Tennessee Bankers Association ) MUR 20987 4l 35
)
and John B. Hardcastle, as treasurer )

GENERAL COUNSEL'S REPORT

Background

Attached is a conciliation agreement which has been signed

by Timothy Amos, counsel for respondents.

Recommendation

The Office of General Counsel recommends the acceptance of
this agreement and the closing of the file.

Charles N. Steele
General Counsel

7/{5(}04 C /¢ o BY:

Date Kenhe . Gross/
Associate General Counsel

Attachments
l. 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

21lst 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. § 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.

§ 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

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. § 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.

§ 437g(a) (4) (A) (1).

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




established by the Tennessee Bankers Association
("TBA"), and Respondent John B. Hardcastle is the
treasurer of that political committee.

TBA also maintains an account, known as its state
political action committee, for the purpose of
financing activity in connection with non-federal
elections.

Respondent accepted a transfer of $6,177 from TBA's
state political action committee.

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. § 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. § 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. § 431, et seq.

VIII. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning the matters at issue

herein or on its own motion, may review compliance with this




agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute a civil
action for relief in the United States District Court for the
District of Columbia.

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<y 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
Associate General Counsel

FOR THE RESPONDENT:

(Name)
(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. § 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.
§ 437g(a) (4) (A) (1).

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




established by the Tennessee Bankers Association
("TBA"), and Respondent John B, Hardcastle is the
treasurer of that political committee.

TBA also maintains an account, known as its state
political action committee, for the purpose of
financing activity in connection with non-federal
elections.

Respondent accepted a transfer of $6,177 from TBA's
state political action committee.

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. § 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. § 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. § 431, et seq.

VIII. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning the matters at issue

herein or on its own motion, may review compliance with this




agreement. If the Commission believes that this agreement or any
requirement thereof has been violated, it may institute a civil
action for relief in the United States District Court for the
District of Columbia.

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
Associate General Counsel

FOR THE RESPONDENT:

(Name)
(Position)




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 23, 1986

Timothy L. Amos, Esquire

General Counsel

Tennesgsee 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. § 102.5(a)(1l)(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. 1If your clients agree
with the provisions of the enclosed agreement, please sign and
return it, along with the civil penalty, to the Commission. 1In
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,

Charleg N.

enneth A.
Associate General Counsel

Enclosure




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
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. § 102.5(a) (1) (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

Kenneth A. Gross
Associate General Counsel

Enclosure




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

) A MUR 2098
Tennessee Bankers Association

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

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.

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

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:

1=/5-86

Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: Fri., 1-10-86,
Circulated on 48 hour tally basis: Mon., IS8 = B6)
Deadline for vote: Wed., 1-15-86,




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM

TO: Office of the Commission Secretary

FROM: Office of General CounselQ;kfyf%EB

DATE: JANUARY 10, 1986

SUBJECT : MUR 2098 - General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote Compliance
Sensitive
Non-Sensitive Audit Matters

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

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




e ®  SENSITIVE

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of .

Tennessee Bankers Association MUR 2098 |, e
Federal Political Action Committee - 1073
and John B. Hardcastle,
as treasurer

o =L
e

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. § 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




IV. RECOMMENDATIONS

d (¥ 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.

Approve and send the attached proposed conciliation

agreement.
Approve and send the attached letter.

Charles N. Steele
General Counsel

1 [12 /56 ST A Groao(HX)

Date f Kenneth A. Gross
Associate General Counsel

Attachments
1. Response
2. Proposed Conciliation Agreement
3. Letter to Respondent
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Tennessee Bankers Association n \(dé/

vice-president

21s¢ floor o lfe end casusity sower o nashuills, tenncesee 37319 « (B15) 9466871 o nm-.m--‘é tq—[

December 10, 1985

Mr. Charles Snyder
Office of the General Counsel

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

PRIEED

BREEND)

b ¥ 2305k

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action Committee

13805

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,

General Counsel

TLA /mms

Enclosure




RESPONSE OF THE TENNESSEE BANKERS ASSOCIATION
FEDERAL POLITICAL ACTION COMMITTEE TO

GENERAL COUNSEL'S FPACTUAL 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) (1)." 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.

$102.5(a)(2) (1) (11) and (1ii).

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

pac vere 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) (1) (1)
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 contributious.

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)(1),

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
(1) two separate funds, one of which 1s 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) (1)
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
vhich 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 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 prohibitioms 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. §102.5(a)(1) (1) 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 vhere 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




permissible sources and limitation amounts, to exclude funds from

non-permissible sources, and to report the contributors.

It 18 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)(1)(1i) 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
individusl. The only requirement not present in the transfer was one of report-
ing. When advised by RAD that reporting was required and given the optiom 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)(1)(4), 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 1is 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 actiom

by the Commigsion in regard to this matter.

Respectfully submitted,

-

OTHY 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:

"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 DAVIDSOM

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.

Sworn to and subscribed before me, this /Qﬂ day of
1985.

Bsnanc,

NOTARY [ (if

My Commissign’Expires ﬂcf.gzz 214
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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
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. § 102.5(a) (1) (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. 1In
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

Kenneth A. Gross
Associate General Counsel

Enclosure




g

O © HA b DEL Wtﬁé

Tennessee Bankers Association

21st floor « life and casualty tower ¢ nashville, tennessee 37219 o (615) 2444871 » robert m. gilliam, execufive vice-president
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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

he € a0

RE: MUR 2098
Tennessee Bankers Association
Federal Political Action Committee

91

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,

.%W%ﬂ/fw

Tlmothy 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) (1)." 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.

§102.5(a)(2) (1) (i1) 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)(1) (1)
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 1l C.F.R. §102.5(a) (1) (1),

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) tc 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




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. §102.5(a) (1) (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 ALI 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
A0 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 A0 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 AC 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 A0 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. §102.5(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
tunds 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)(1)(1i), 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
questioned transfer, but for the fact that they were placed initially in

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,

wfnomy 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 CEQ, 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.

7JOHN B. HARDCASTLE

Sworn to and subscribed before me, this /0 z# day of AJL{C@W‘/

e :
99t 22ca Q&ZWM

NOTARY PUBLEC

7
My Commissigp’ Expires Cﬁcfﬂ% /?/f

’

1985,




Tennessee Bankers Association

21st floor « life and casualty tower o nashvills, tennessee 37219 o (615) 2444871 o robert m. gilliam, executive vice-president

December 10, 1985

Mr. Edward Ryan

Reports Analyst

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

€d 81330¢!

62

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. 8102.5(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,
A
e Ve A AT gt

Timothy 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) (1)." 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. §441lb(a), but that
the contributions that it did transfer were within the requirements of 11 C.F.R.

§102.5(a)(2) (1) (11) and (ii1).

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 tramsfer; 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. §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 11 C.F.R. §102.5(a)(1) (1),

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
(1) 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
vhich 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 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. §102.5(a) (1) (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. 1In
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 coomittee to obtain the contributors' authorization stating their intent to

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

In A0 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 A0 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 18 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)(1)(1i) 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 1is 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 1s 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)(1)(1i), 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
golicitation 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.

Sworn to and subscribed before me, this /O z#¢ day of Oj;a ’

1985.

i s ot

NOTARY

L¥€ i
My Commissigp’ Expires éﬁcfazz: /Z/f
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 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 of
reason 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

General Counsgl
T

/ ! ;
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BY: Kenneth A. Gross
Associate General Counsel




Tennessee Bankers Association

213t floor « life and casualty tower o nashville, tennessee 37219 o (615) 244-4871 o robert m. gilliam, 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

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 yours,
SN S
‘ﬁﬁxvrvﬁé;% > B i A e M
Timothfgi; Amos

General Counsel




ennessee Bankers Association

Mr. Charles Snyder

Office of the General Ccocunsel
Federal Election Commissinn
325 K Street, N.W.
Washington, D.C. 20463




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

November 6, 1985

John B. Hardcastle, Treasurer
Tennessee Bankers Agssociation
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. § 102.5(a)(l) (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.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing 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. 1In 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. §§ 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. 1If you have any questions, please contact Charles
Snyder, the attorney assigned to this matter, at (202) 523-4000.

John Warren McGarry j

Chairman




FEDERAL ELECTION COMMISSION

WASHINGTON. D 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 and
John B. Hardcastle, as treasurer

Dear Mr. Hardcastle:

Oon » 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. § 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 pursuxng pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing 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. 1In 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. §§ 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.

Sincerely,

John Warren McGarry
Chairman

QUL
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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. § 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 optioﬁ 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. § 431 et seqg. ("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.

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

to RAD dated May 7, 1985:

[Clontributions 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. § 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.

§ 102.5(a)(l)(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.

§ 102.5(a) (1) (i).




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
f )

g
RAD #85L-26 /'

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

CERTIFICATION

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 actions in RAD #85L-26:

L 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) (1) .
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:

Marjorie W. Emmons
Secretary of the Commission




FEDERAL ELECTION COMMISSION

WASHINGTON. D C 20463

MEMORANDUM TO: CHARLES STEELE, GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/CHERYL A. FLEMING(Qérﬁé

DATE: OCTOBER 23, 1985

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

The above-named document was circulated to the

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

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

This matter will be placed on the Executive Session

agenda for Tuesday, October 29, 1985.




MEMORANDUM

FROM: Office of General Counsel

TO: Office of the Commission Se;retary

DATE: October 22, 1985

SUBJECT: 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 Compliance
Sensitive
Non-Sensitive Audit Matters

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

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)




FEDERAL ELECTION COMMISSION
1325 K Street N.W.
Washington, D. C. 20463
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 NTERNALLY GENERATED
RESPONDENTS' NAMES: Tennessee Bankers Association Federal (o
Political Action Committee and
John B. Hardcastle, as treasurer

RELEVANT STATUTES: 2 U.S.C. § 441b
11 C.F.R. § 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.
§ 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. § 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. 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
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. § 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.qg.

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:
[Clontributions 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.

§ 102.5(a)(1l)(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. § 441b. 1In 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. § 102.5(a) was violated
consistent with the Commission's handling of MUR 1479. 1In 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 § 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. § 102.5. See MUR 1479%/

=7 RAD also raised the issue whether respondents violated

2 U.S.C. § 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.




Open a MUR.

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) (1) .

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

Charles N. Steele
General Counsel

Ken . Gross
Associate General Counsel

Attachments
1 Referral

20 Proposed letter to respondent
3 General Counsel's Factual and Legal Analysis
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FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

26 June 1985
MEMORANDUM "

TO: CHARLES N. STEELE
GENERAL COUNSEL

THROUGH: JOHN C. SURINA /;b/
STAFF DIRECTOR

ASSISTANT STAFF|[IDIRECTOR

FROM: JOHN D. GIBSONOQD i
REPORTS ANALYSIS 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 PAC") for
receiving funds from ite nAm_Pad---' aamnunt ("the State PAC")
during 1984.

In 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. §441b(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, 21lst Floor
Nashville, TN 37219

RELEVANT REFERENCE: 11 CFR 102.5(a)
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 1long as such funds are subject to the
prohibitions and limitations of the federal act."*/ Mr.

*/  There is no written record of this telephone
conversation,




TENNESSEE BANKERS ASSOCIATION
FEDERAL POLITICAL ACTION COMMITTEE

REPORTS ANALYSIS OGC REFERRAL

PAGE 2

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 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 1its 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 COMMITTEE

REPORTS ANALYSIS OGC REFERRAL

PAGE 3

prove that the funds 1in 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 1list 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 1is 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 regqulations, demonstrating such compliance would be
burdensome and time consuming." Thus, in 1lieu 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.

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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~ ATTACHMENT 2

@® loine

(Use 1oparste schedule(s) for each

ITEMIZED RECEIPTS
category of the Detailed
1984 OCTOBER QUARTERLY Semmerv Page)

Any information copied from such Reports or Statements may not be soid or used by any person for the purpose of soliciting contributions or for
commercial purposes, other than using the name and address of any politicel committee 10 solicit contributions from such committee.

SCHEDULE A

Name of Committee (in Full)

Tennessee Bankers Association Federal Political Action Committee

A. Full Name, Mailing Addrem and 24P Code
Tennessee Bankers Association

State Political Action Committee
218t Floor, Life & Casualty Tower
Nashville, TN 37219

Name of Empioyer

Date (month,
day, vesr)

Occupation

Receipt For- C Primary O Genera!

" Other (specify)

PAC

9/28/84

Aggregate Year-to-Date—$ ]

6.177.00

Amount of Each
Receipt this Period

6,177.00

B. Full Name, Mailing Address and ZIP Code

Name of Employer

Date (month,
day, vear)

Occupation

Receis For Z Prmary
= Other (specify)

C Genera!

Aggregate Year-to-Date—$

Amount of Each
Receipt This Period

C. Full Name, Mailing Address and ZIP Code

Rece:pt For = Primary S Genera!

= Other (specify)

Name of Empiovyer

Date (month, |

day, year)

Occupation

Aggregate Yesr-to-Date— S

Amount of Each
Receipt This Period

'Y Receipt For

D. Full Name, Mailing Address and ZIP Code

T Pumary C Genera!

Z Orher (specity)

Name o! Employer

|

Date (month,
day, vear)

b
! Occupation

Aggregate Year-to-Date—$

Amount of Each
Rece.pt This Perioy

(&

E. Full Name, Maiting Address and 2IP Code

Name of Empioyer

| Date Imonth, !

dav. vear!

Occupation

v
o

Recept For O Primary S Genera!

C Other (specify -

Aggregate Yea:-to-Date—$

Amount of Each

Receipt This Periodg

F. Full Name, Mailing Address and ZIP Code

Name of Empioyer

" Date Imonth,
day. vear)

Occupation

Receipt For: O Primary O General

O Other (specify).

Aggregete Year-to-Date—-$

Amount of Each
Rece:pt This Period

G. Full Name, Msiling Address snd ZIP Code

Name of Employer

Date (month,
day. yesr)

Occupation

Receip1 For: D Primary O General

O Other (specify):

Aggregate Year-to-Date—$

Amount of Each
Receipt This Period

SUBTOTAL of Receipts This Page (optional)

6,177.00

TOTAL Thus Period (last page this line number only)

6,177.00
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Joha 3. Bacdcastie, Tresseces
Tennessee Bankecs ‘ucoutu-
Pedersl Politicel Actien MR 24 e

Commnittee
Life ¢ Casualty Tower, Slet Plose
Rashville, ™8 37219

o~ Identification Busbers C00114447
- Reference: October Quarterly Bepocrt (7/1/84-9/30/84)
Dear Nr. Bardcastle:

This letter s prompted by the Commission’s preliainary
teview of the cepoct(s) tefereantced above. ™he seviev raised
Questions ooncecaing eoectein infocmation oontained (n the
geport(s). Am itemisatien fellows:

=Schedule A of gyour geport discloses & teceipt of
$6,177 fctom the Temnesses Bankers Associstion State
Political Action Committee (peztinent portion
attached) . Please clacify whether ¢his transfer i3
fzoma an account maintai by your committee for non-
Federal activity. If so, bes afvised that such transfer
is prohibited 11 O 102.5(a) (1) (1) and the full
amount of the transfer should be returned to the non-
Federal account. Please infora ¢the Commission
immediately in writing and provide a photocopy of your
check for the transfer-out. In addition, the transfer-
out should be disclosed on a supporting Schedule B for
Line 27 of your mext teport.

I1f, however, this GCransaction cepres~nts an °“internal
transfer® of fun's from one Pederal account to another,
and the souzoce(s) of swch funds has been identified in
previous ceports of ceceipts and disbucsements, please
note that owch trensfers Should wot e itemised as
doing 80 inflates total secei end cash on hand., If
this is the case, please your report acoordingly.

nthoo!h the Coamission may take further legal action
tegarding the acoeptence ©of funds from a non-Pederal
account, gyour Pt tcansfer-out of the funds in
question, or elarifieation of the transaction, will be
taken into considesatien.

RSNII L VYOO 456
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probiea(s
vulla ‘&
assistance
aumbecz, (0

tesn (19)

ha"c‘zﬁsa.

t(s) oocrecting the above

sl Blection Coamission

3£ you meed

ocoatasct
is (202) 823-40“.

Sincecely,

Fat G

lo’onl mlnu Division




Tenncssee Bankers Association

2101 floor « Afs and cesualty wuer o nashinlis. tennessew I73i0 o M.V 2644F ' - mbeit m gubem 030vuBIC WCO Pres... g

April 5, 198¢

M:. Edward Ryan

Reports Analyst

Yederal Election Commission
1335 K Street, N.VW.
Washfington, D.C. 20463

Re: 1D #COOOH)236
1983 Mid-year Report
1D #C001144547
October (198<) Quarterly Repert

Dear Mr. Ryan:

With regerd to your letters of March 27, 1985 ref{c¢renced abuve questiunin,
transfers from the Tennessee Bankers A.sociation State Pa. to the Association's
Federal Pac, I called your office on Mondsy, April 1, 1985 and discussed the
transfer vith an analyst vho vas taking your calls while you were out. I ar
sorry I did not get his name. It s wy understanding fros our conversation
that transfers from an account maintained by the same association are permissible
as long as such funds are subject to the prohibitions and limitatfions of the
federal act.

Since all funds solicited by the Tennessee Bankers Association for polfti.al
activity are from individuals permitted by the federal act and within the amount
limitations, it is wy understanding that there sre no restrictions on tue am~unt
transferred.

1 will be gled to furnish copies of our state filings showiny liszings
a~* amounts of coatributors or such other f{nformatfion you mav require. Please
edvise me sccordingly.

Sincerely,
" 7/
__44vu~é;§:‘):'_4‘?'r_f;

Timothy L. Amos
General Counsel
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‘John B. Raclcastle, Treasurer
Tennessee Sankers Associstioa
Taderal Political Action
Committee

Life 6 Casualty Tower, 21st Ploor
Bashville, T8 37219
Identification Bumber:s C00041236
1983 mid-Year (1/1/83-6/30/83) and 1984 October
Quacterly (7/1/04-9/30/84) Reports

Dear Mr. Hardcastle:

On Nacch 27, 1903 you were notified that a reviev of the
above-referenced report(s) raised stions as to specific
contributions and/or expenditures, @ the reporting of certain
information required by the Pederal Blection Campaign Act.

The Commission is in receipt of your letter dated April S,
1985, in which you state that, with cgespect to the two (2)
transfers from the Tennessee Banker. Association State PAC, °*it
is =y understanding . . . that transfers from an account
maintained by the same association are permissidble . . . landl
that there are no restrictions on the amount transferred.
Please be advised that Commission regulations prohibit transfers
from a non-Paderal account to a Pederal account, even when both
accounts are maintained by the same organization (11 CFR 102.5
(a) (1) (1),

The Commission has, however, stated in Advisory Opinio~
1983-3 (copy enclos~d) that such transfers would be permissidle
if the non-Pederai account registers with and reports to the
Commission as a political committee. If this option is chosen,
your State PAC would be required to file ceports of receipts and
disbursements disclosing all activity from Januacy 21, 1983 (the
date of the original tcensfer) to the present. The State PAC
would also be required to disclose the source of all cash-on-hanA
as of January 21, 1983, and comply with all of the requiremerts
regarding contributions and solicitations set forth at 11 CFR
102.5 and 114.5.
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She Commission cecommends that committee elither
u!utu your aon-Federal asccount with Commission and file
o1l czeguired ceports getrosctive to Januvary 31, 1983 (relevant
foras enclosed) ec, atecnatively, zeturn the full amount ©f the
tzansfers ¢o ¢the non-Fedecal acoowmt. Please infora the
Commission of Yyour decision {immediately in writing and, (¢t
mrmuu. peovide & of check for the transfer-out.

transfer-cut should Ju be !luloud on Schedule B for Line
27 of your mest seport.

Please be advised that 1f the information requested by the
Comhission is mot received withia £ifteen (13) days from the date
of this motice, the Commission msy choose to initiate avdit or
1egal enforcement action.

If you should have any guestions related to this matter,
please contact Bdward an On owr toll-free aumber (600) 424-9530
or our local number (202) 523-4048.

Sincerely,

Q A~

John D. Gidson
Assistant Staff Director
Reports Analysis Division

Enclosures
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April 29, 1985

MEMORANDUM - 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
sState 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.

l. 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.

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.
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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. 1In 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 gquestions.
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ANALYST: ED RYAN

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 committee
had received transfers from the Association's unreqgistered State PAC. Mr. Amos
said that when these transfers took place they understood that no restriction
app1i®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 mayallow activity expressly prohibited by the Act and requ-
lations. Therefore, transfers from State committees are always questioned.
Transfers from Federal to State committees, however, are all right 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 Commission 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 Commission.
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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May 7, 1985

Mr. John D. Gibeon

Peders) Election Commission
.‘325 K Street, N.W,
Weshington, D.C. 20463

Re: ldentification Numder: C00041236
Reference: 1983 Mid-Year and 1984 October Quarterly Reports

Dear Mr. Gidbson:

In response to the corresp-aderce 1 have recently had witn your office and
in response to the conversation 1 had with Mr. Ryar on Friday, May 3, 1985, i ac
submitting the following background and proposal for your considersticn.

The Tcnoessee Bankers Associstion operates both federal (FEC registered)
and state (non-FEC registered) political action committees. In January 1983
thete was a transfer of $3,550.00 from the state PAC to the federal PAC and »
like transfer in September 1984 of $6,177. In your correspondence of March 27,
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 Associetion at the time the
trensfers vere made that such transfers were permissible. This belief 1s based
on the facts that contributions to the state PAC are collected only from ofti-
cers and directors of our member banks in a solicitation for PAC fund< onlv
through the chief executive officer of each bank. No direct solfcitatici -
made to the officers of the banks nor i{s solicitation made to the ewployeer of
the bank. All contributions are voluntary. Contributions are made with the
clear understanding that, unless othervise designated, they may be deposi‘ed ir
eithe: the state or federal PAC. As a practical ma.ier, in order to limit the
nusber of individuals fncluded in the federsl contributions, contributions froc
8 bdank's CEO are deposited in the federal PAC and those from all other
individuals are deposited in the State PAC. At nc time are contri*utjions
received from the banks themselves or other corporations.

In ®y last correspondence and conversation with your office 1 indicate. ti.
limjtuticns on cur contridutions and otfered to furnish copies of our state
repcrte shoving the contributfons collected. In ycur letter o! April 1R, 1u»S
you indicated that this was insufficient but that in lieu of transferring cut
the funds 1t would be permissible to register the state PAC and to file tl.
apprepriate reports.
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Although 1 believe that collection of our funds would comply with the
federal regulations demonstrating such complisnce would Le bLurdensome and time
_ consuming since reports for approximstely two ard a half years would be
Toquired.

1 have enclosed s chart showing the coilection figures from our state
reports to give you some indication of the sizeshle smount of contridbutiors.

Instead of registering the state PAC with the FEC, we woLld prefer tc make
*the transfer out. However, the federal PAC has insufficicent funds et th.o tis.
to make a complete transfer. To accommodate this ! would propose to transter
the total funds in this account, lese an smount required by the bank to meintain
the asccount (1 would expect the transfer amount to be approximately $5,000) and
to'transfer the remaining amount as soon as it becomes available. Althoug!
contridbutions to both the federal and state PACs are not normally collected
until Jate fol]l 1n non-election years esuch as this, we are preparcd t.o
fmmediately contect the chie!{ executive of ficers of member bank: to begin early
collection this year.

1 wvould hope that a sufficient amount to complete¢ the transier out could bde
collected withic six to eight weeb -, however, 1 can give no guarsntee as to the
sctual time thet might be required.

1f this proposal 1s acceptable to you, plesse advise me accordingly. b
vill make the partial transfer out immedistely and send you a copy of the check.
You may telephone me at (615) 244-4B7] and we will make the transfer out the
ssme day. If this proposal is not acceptable, please advise me of the appropri-
ate action that should be taken.

Sincerely,

w-.‘/»,. 2 4")——

Timothy L. Amos
General Counsel

TIA/put

Enciosure




Nr. Jotm D. Gideom
Page 1)
TENNESSEE BANKERS ASSOCIATIOM
STATE BANKPAC

Susmary of State Reports

979

—

Orgariszed Octodber of 1979 — mo report untdl 19€0

1980

Contributions of Contridbutions of Contributions
$10C ox less over $100¢ (f) from othcr PACe (f)

10/76- 6/80 23,351 1,377 (8 -0-
1/8¢C 2,590 -0- -0-
8/80- 9/AC 11,369 200 300

10,/8¢ 4,800 200 -0-

11/80-12/80 2,081 -0-

TOTAL 66,79

1/81- 3/81
&/8)- 6/81

7/81- 9/81
10/81-12/81
TOTAL

1/82- 3/82
/82~ 6/82
7/82

8/82- 9'R2
10/82
11/82-12/82
TOTAL

1/83- 3/83 -0-
3/83- 6/83 -0-
1/83- 9/83 13,062
10/F2-12/8K3 12,232
TITAL 25,294




1984

1/84- 3/84 ; ~0-

4/84- 6/8¢4 0=

/84 =0-

8/84- 9/84 16,519.50 782.%0¢ (&)
11/84-12/86 4,634 -0-
TOTAL . 26,633.50 782.5C

1983

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

®No individual contribution exceeds $250
*Returned expenditure ($300; $200)




Atfachment 9

O TELECON

N
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 1ine 10. He said he hopeda solicitation
would'bring in enough money to complete the transfer as quickly as possible.
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Ney 17, 1903

Mz. Boward Ryea ,
Federal Klectica Commissica
1325 K Screst, B.¥W.
mm“. .oc. m

Toentification Rumber: ON0041236
Beference: 1983 Mid-Tear and 1964 October Quarterly Raports

Dear M. Ryaas

In uy letter of May 7,
taproperly tramsferved
tegistered) to our Dederal MC
letter, there are inguff
couversation vith yeu ea 1965 I an enclosing & photocopy of ths check for
the '“ul:: ‘:u-m out aske the remainder tremsfer as soon as fumds
are svel .

Ve vill begin our fumdrsising esrlier them .otrusl this yeer 10 accommodste
the remeining tremsfer. Biace eur Associstica's comveation s this week, it will
Give uws 8 good opportumity to éiscuss the mscessity of am esrly campsign with the
Sosrd and mske plams to meet the tramsfer weeds.

Is the iateris, I wnderstend that we should shov the remsining fumds as on
obligetion to the State PAC snd file & Scheduls D with cur 1985 mid-yesr report.

‘-Pluueouoet-“chnu-yuhuuuum:uudcouhntbu
time.

Siucerely,
Sinothy L. Amos
Gsneral Cowmsel
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FEDERAL ELECTION COMMISSION

WASHINGTON. D 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 and
John B. Hardcastle, as treasurer

Dear Mr. Hardcastle:

On » 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. § 102.5(a) (1) (i), « 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 pursuxng pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commission either
proposing 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. 1In 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. §§ 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 matbter, at (202) 523-4000.

Sincerely,

John Warren McGarry
Chairman
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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. § 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 report; the remaining
obligation to State PAC. o

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. § 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.q.
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:

[Clontributions 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. § 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.

§ 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.

§ 102.5(a) (1) (i).




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

26 June 1985
MEMORANDUM

TO: CHARLES N. STEELE
GENERAL COUNSEL

J 1 . /
THROUGH : JOHN C. SURIN //4f/ ;ﬁff
STAFF DIRECTO

FROM: JOHN D. GIBSON X&-
ASSISTANT STAFF(\DIRECTOR
REPORTS ANALYSIS 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 PAC") for
receiving funds from its non-Federal account ("the State PAC")
during 1984, "' - -

In 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. §441b(b) (4) (D).

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

Attachment
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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. Bardcastle, Treasurer
(December 31, 1984 - present)
John E. Southwood, Treasurer
(January 1, 1983 - December 31, 1984)
Life and Casualty Tower, 2lst Floor
Nashville, TN 37219

RELEVANT REFERENCE: 11 CFR 102.5(a)
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
165, Amos, General Counsel of the Tennessee Bankers
Association. 1In 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 1long as such funds are subject to the
prohibitions and limitations of the federal act."*/ Mr.

*/  There is no written record of this telephone
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 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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FEDERAL POLITICAL ACTION COMMITTEE
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prove that the funds 1in 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. 1Instead, 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 1list the
outstanding amount as a debt owed by the rederal 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 1is solicitation
made to the employees of the bank. All
contributions are wvoluntary. 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.

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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COMMITTEE INDEX OF DISCLOSUKE DOCUMENTS - () (83-04) PAGE

NUN-PAKTY KELATED
COMMITTEE DOCUMENT KECEIPTS DISHURSEMENTS TYFE OF FILER MICROFILN
COVEKAGE DATES LUCAT ION

TENNESSEE RANKERS ASSOCIATION FEDERAL FOLITICAL ACTION CUMMITTEE NON-PARTY QUALIFIEDR 1D 8C00114447
CONNECTED ORGANIZATION: PANKEKS ASS'N; AMERICAN

83FEC/278/3440
85FEC/372/0432
85FEC/373/0241
8SFEC/374/1897
8SFEC/369/0950
B8SEEC/371/1632—
84FEC/296/028
BAFEC/307/2
earscnzo/a’
B84FEC/3377/00
8SEEC/370/1404
85FEC/373/0352
8SFEC/374/3003
85FEC/369/0946
OSFEC/371/5448
B84FEC/354/0676
8SFEC/358/3298

19863 MID-YEAR REPORT 3,553 1JANB3 -30JUNBJ
MID-YEAR REPORT - AMENDMENT = 1JANB3 -30JUNB3
MID-YEAR REPORT - AMENDMENT = 1JANB3 -30JUNB3
MID-YEAR REPORT - AMENDMENT = 1JANB3 -30JUNBJ
REQUEST FOR ADPDIT IONAL INFORMATION 1JANU3 -30JUNB3
REQUEST FOR ADDITIONAL INFORMATIDON 2ND 1JANB3 -30JUNBJ
YEAR-END 10,652 10,520 1JUL83 -31IECB3
APRIL QUARTERLY 53 o 1JANSB4 -3J1MARB4
JULY QUARTEKLY : 1 90 1APRY4A -30JUNB4
OCTORER QUARTERLY 11,305 11,377 1JUL84 -30SEPB4
OCTORER QUARTERLY - AMENDMENT = = 1JuULB84 -30SEPB4
OCTOKER QUARTERLY - AMENDMENT = = 1JuUL84 -30SEP64
OCTYOERER QUARTERLY ~ AMENDMENT = - 1JULB4 -30SEPBA
REQUEST FOR ADNDITIONAL INFORMATION 1JULB84 -30SEPB4
REQUEST FOk ADDITIONAL INFOKMATION 2ND 1JULB4 -30SEPO4
POST-GENERAL 10CT84 -26N0VBA
YEAR-END 27N0VB4 -31DECO4
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A1l reports have been reviewed.

Cash on hand as of 12/31/84 - $5005
Debts - %0
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ITEMIZED RECEIPTS : (Use seDerate scheduie(s) for each

caegory of the Detaileg

1984 OCTOBER QUARTERLY Smmerv Page)

Any information copied from such Repons 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 commitiee 10 801ic1t contributions 1rom such committee
Name of Commatee (in Full)
Tennessee Bankers Association Federal Political Action Committee
A. Full Name, Mailing Addres and 24P Code Name of Employer Dete (month, Amount of Each
Tennessee Bankers Association . dey, vesr) Receipt this Peria
State Political Action Committee
21st Floor, Life & Casualty Tower L_
_Nasghville, TN 37219 Occupation
Receipr For = Prumary O Geners! PAC 9/28/84 ' 6,177.00
T Other (spec.fy ! [ Aggregste Yesr10.Dste-S 6.1 77.00
B. Full Name, Mailing Address and ZIP Code Name of Employer Date (month, ! Amount of Eacn
dey.vear) | Recedt This Periog

SCHEDULEA .
-"f:"

e e e Occupstion
Recer: For - Primary C Genera'
S O:ner 1spec 1) Agoregate Year-10-Dare—§

C. Fult Name, Mailing Address and 21IP Code

Name o! Empiover Date (montt, Amount ot Eacr
dav, vear) | Recept This Period

|
|

Occubation

- - e T e
Rece:o: For = Primary < Geners'

1
= Otner (spec iy} l, Agaregate Year-10-Date- S
D. Full Name, Mailing Address and ZIP Code ‘ Name ot Empiover Date tmonth, | Amgount of Each
| | ocay.vea) Rece.pt This Pe- o

|
L

ECUO)hon
Recep1 For Z Prumary C Geners! |
Z Ortner (specify) rﬂaqlegue Year10.Date~S
E. Full Name, Mailing Address and 2IP Code e e aIlEMplove: RS T P
deay. vear) Receipt This Peripg

Occuparnion

Rece:p1 For O Primary S Geners!
< Otner (specity) Aggregate Yea: -10-Date—$

F. Full Neme, Mailing Address and ZIP Code Name ot Empiover . Date tmortt. : Amount of Eack

day. vear) Rece.pt This Period

Occupation

Receipt For: O Primary D Geners!
O Other (specity) Aggregate Yes'-10-Date -8

G. Fuli Neme, Mailing Addrem and Z1P Code Name of Emplover Date (month, Amount of Each

day. vear) Recept This Period

Occupation

Receipt For: D Primgry D Geners!
G Other (specity) Aggregate Year-10-Date—$

SUBTOTAL of Receipts This Page (options!) 6,177.00

TOTAL This Period (lsst page this line number only) 6,177.00
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Joha B. Bardcastle, Treasurer
Toennessee Bankers ‘.ueouu-
Tederal Political Actiea MR 24 ppc

Committees
Life ¢ Casualty Tower, Ilet Ploee
Bashville, T8 37219

Identification Bumbers C90114447
Reference: October Quarterly Report (7/1/84-9/30/84)
Dear Nr. Bardcastle:

This letter fs puompted by the Commission’s preliainary
teview of the ceport(s) rceferenced above. The cteviev raised
questions oonoceraing oectaia {(anfocmation oontained {(n the
teport(s). Am {temisatiom follows:

=Schedule A of your geport discloses a receipt of
$6,177 fztom the Tennesses Bankers Association State
Political aAction Committee (pertinent portion
attached). Please clarify whether this transfer i3
froa an account maintained by your committee for mon-
Pederal octivity. If so, be advised that such transfer
is prohibited 11 CFR 102.5(a) (1) (1) and the full
amount of the transfer should be returned to the non-
Federal account, Please infora the Commission
immediately in writing and provide a photocopy of your
check for the transfer-out. In addition, the transfer-
out should be disclosed on a supporting Schedule B for
Line 27 of your mext teport.
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I1f, however, this transaction cepres~nts an ®internal
transfer® of fun's from one Pederal account to another,
and the source(s) ©of swch funds has been fdentified in
previous creports of ceceipts and disdbursements, please
note that ouwch transfers should wot bDe itemised as
doing so inflates total receipts and cash on hand. If
this is the case, please amend your report accordingly.

Alt h the Commiesion ®may take further 1legal action
regarding the acceptance of funds from a non-Pederal
account, gyour Pt tzansfer-out of the funds in
guestion, er elarificetion of the transaction, will be
taken into consideration.
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to your ociginal uponu) eorrecting the above

obl-: oh«u be Ciled with the Pederal Blection Commission

within fifteen (13) Says of the date of this letter. If you beed

sssistance, please feel fcee to coatact ®e On Our toll-free
aumber, (800) 424-9330. Ny local sumber is (202) 323-4048.

Sincerely,

ok G

Reports
Reports mlyﬂo Division
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April 5, 198:

M:. Edward Ryan

Reports Analyst

Federal Election Commission
1335 K Street, N.W,
Washi{ngton, D.C. 20463

Re: 1D #COOOH!236
1963 Mid-year Report
ID #C00114447
October (198.) Quarterly Report

Dear Mr. Ryan:

With regerd to your letters of March 27, 198% refvrenced abuve Questivain.
t-ansfers from the Tennessee Bankers A.sociation State Pa. to the Association’s
Federal Pac, 1 called your office on Monday, April 1, 1985 and discussed the
transfer vith an analyst who was taking your calls while you were out. 1 ac
sorry 1 d1d not get his name. It is wy understanding from our conversation
that transfers from an account maintained by the same association are permissible
as long as such funds are subject to the prohibitions and limitatfons of the
federal act.

Since all funds solicited by the Tennessee Bankers Association for polfti.a.
activity are from fndividuals permitted by the federal act apd within the amount

limitations, {t fs wy understanding that there are no restrictions on tue am-u~t
transferred.

1 will be glad to furnish copies of our state filings showiny, lis:tings
a~* asounts of comtributors o1 such other faformation you may require. Plcase
advise me accordingly.

Sincerely,
7

- ..—7 Lt
e

Tiloth§ L. Amos
General Counsel
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April 18, 1988

‘John B. Barécestle, Treasurer

Tennessee Bankers Association
Taderal Political Action
Committee

Life ¢ Casualty Tower, 21st Ploor

Bashville, T 37219

Identification Wumber: C00041236

Reference: 1983 Mid-Year (1/1/83-6/30/83) and 1984 October
Quarterly (7/1/84-9/30/84) Reports

Dear Mg, Bardcastle:

On March 27, 1985 you were notified that a creviev of the
above-referenced report(s) caised guestions as to specific
contributions and/or ezpenditures, and the teporting of certain
information required by the Pederal Rlection Campaign Act.

The Commission is in receipt of your letter dated April S,
1985, in which you setate that, with respect to the two (2)
transfers from the Tennessee Banker. Association State PAC, °“it
is w®my wunderstanding . . . that transfers from an account
maintained by the same association are persissidble . . . (and)
that there are no restrictions on the smount transferred,
Please be advised that Commission regulations prohibit transfers
from a non-Faderal account to a Pederal account, even when both
accounts are maintained by the same organization (11 CFR 102.5
(a) (1) (1),

The Commission has, however, stated {in Advisory prtyxew
1983-3 (copy enclos=d) that such transfers would be permissidle
if the non-Pederai account cegisters with and reports to the
Comnission as a political committee. If this option is chosen,
your State PAC would be required to file reports of receipts and
disbursements disclosing all activity from January 21, 1983 (*he
date of the original transfer) to the present. The State PAC
would also be required to disclose the source of all cash-on-han
as of January 21, 1983, and comply with all of the requiremerts
reqgarding contributions and solicitations set forth at 11 CFR
102.9 and 114.8.
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The Commission cecommends that your oommittee either
lo!utn your non-Federal acocount with the Commission and file
8ll geqguired geports getroactive to January 21, 1983 (relevant
forms enclosed) or, aternatively, cetura the full amount Of the
tzansfers ¢to the aon-Federal asocoount. Please infora the
Commission of Yyour d@ecision immediately in writing and, it
g;.\ropcuu. peovide o e?y of ¢ check for the transfer-out.

tzansfer-cut should also be @isclosed on Schedule B for Line

27 of your mext report.

Please De advised that if the information requested by the
Comhission is mot received withia fifteen (13) Gays from the date
of this mnotice, the Commission may choose to initiate avdit or
1egal enforcement sction.

If you should have any @uestions related to this matter,
please contact Béward Ryan on our toll-free number (800) 424-9530

or our local number (202) 523-4040.
Sincerely,

Q Ao

John D. Gibson
Assistant Staff Director
Reports Analysis Division

Enclosures
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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.

l. 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.

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
regquirement 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 44la 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. 1In 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.
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CONVERSATION WITH: MR. TIMOTHY L. AMOS, GENERAL COUNSEL

COMMITTEE : TENNESSEE BANKERS ASSOCIATION FEDERAL POLITICAL ACTION COMMITTEE
DATE: 5/3/85 3 _‘
" 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 committee.
had received transfers from the Association's unregistered State PAC. Mr. Amos
said that when these transfers took place they understood that no restriction
app1i®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 mayallow activity expressly prohibited by the Act and requ-
lations. Therefore, transfers from State committees are always cuestioned.
Transfers from Federal to State committees, however, are all riocht 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 Commission 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 Commission.
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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May 7, 1985

Mr. John D. Cibson

Federal Election Commission
4325 K Street, N.W,
Washington, D.C. 20463

Re: ldentification Number: C0004123¢
Reference: 1983 Mid-Year and 1984 October Quarterly Reports

Dear Mr. Gibson:

In response to the corresp-aderce ] have recently had witn your oftfice and
in response to the conversstion ! had with Mr. Ryar on Friday, May 3, 1985, i ac
subxitting the following background and proposal for vour consideraticr.

The Tcnoessee Baokers Association operates both federal (FEC registered)
end siate (non-FEC registered) political sction committees. In January 1983
there vas a transfer of $3,550.00 from the state PAC to the federal PAC anc »
like transfer in September 1984 of $6,177. In your correspondence of March 27,
1985 you advised us that euch transfers from state (mon-FEC registered) to
federal (PEC registered) political action committees was not permissible.

1t was the belief of the Tennessee Bankers Associztion at the time the
trensfers were made that such transfers were permissible. This belief is basec
on the facts that costributions to the state PAC are collected onl, from ofti-
cers and directors of our member banks in a solicitation for PAC funde onls
through the chief executive officer of each bank. No direct solicitat.ci -
made to the officers of the banks nor is solicitstion made to the employeer of
the bank. All contributions are voluntary. Contributions are made wi.th t.“ae
clear understanding that, unless othervise designated, they may be deposicec ir
eithe: the state or federal PAC. As a practics) ma.ier, in order to limi: the
number of individusls included in the federal contributions, contributions froo
8 bank's CEO are deposited in the federal PAC and those froz all othe:
individuals are deposited in the State PAC. At nc time are cont:itutions
received from the banks themselves or other corporations.

In wy last correspondence and conversation with your office 1 indicete’ t'.
11eituticns on cur contributions and otfered to furnish copies of our estate
repcrts showing the contridbutions collected. In ycur letzer ot April IR, 15
you indicated that this was insufficient but that in lieu of transferring cu:
the funds 1t woulld be permissille to register the state PAC and to file tl.
appripriate reports.




Nr. John D. Cidson
May 7, 1983
Page 2

Although 1 “boltcvc that collection of our funds would comply with tle
federal reguletiors desonstrating such compliance would Le bLuidensome ond time

. consuming since rveports for approximstely two ard & half years would be
Tequired.,

1 have enclosed a chart showing the coilection figures froe our state
reports to give you some indfcation of the sizeshle smount of contributiurs.

Instesd of registering the state PAC with the FEC, we woiLld prefer te mike
*he transfer out. However, the federal PAC has tosufffcient funds at th.is (i
to make a complete tronsfer. To accommodate this 1 would propose to transter
the total funds in this account, less an smount required by the bank to meintain
th; account (1 would expect the transfer amount to be approzimately $5,000) and
to'tiansfer the remaining amount &s soon as it becomes available. Althoug'
contridbutions to both the federal and state PACs are not normally collecte:
until Jete fs)) 4rn opon-election years such as this, we are preparzi t.

immediately contact the chie! executive officers of member bank: tc begin early
collection this year.

1 would hope thet & sufficient amount to complete the transier out could be
collected withir si» to efght week -, himever, ! can give nc guarantee an to the
sctus] time that might be required.

1f this propots] 1s acceptadle to you, please advise me accordingly. &
vill make the partial transfer out immediately and send you & copy of the chech.
You may telephone me at (615) 244=-4B7)] and we will make the transfer out the
ssme day. If this proposa! is not acceptable, please advise me of the appropri-
ste action that should be taken.

Sincerely,

-—:.{4. ? /4-\/}—

Timothy L. Amos
General Counsel

TIA/pwt

Encicsure
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Hr. Johm D. Cideom
Ray 7, 1983
Page )
TENNESSEE BANKERS ASSOCIATION
STATE BANKPAC

Susmary of State Reports

979

_ Orgarized October of 1979 — po report until 16e0

1980

Contribut {ons of Contributions of Contributions
$10C or less over $100* () from othur PACse

10/76- 6/80  23,38) 1,377 (e -C-
/00 2,590 -0- -0-
8/80- 9/RC 11,369 200 300
10,8 4 ,80C 200 () -0-
11/80-12/80 2,681 _-0- 1,000
TOTAL 44,79 1,770 1,300

1981

1/81- 3/81 =0-
4/81- 6/8) ~C-
7/81- 9/81 =-0-
10/81=-12/81 400
TOTAL 400

1982

1/82- 3/82 -0-
/8- 6/82 G -0-
7/82 =-0-
8/82- O'RQ
10/82
11/82-12/82 2 «0-
TOTAL

1/83- 3/83 =0-
3/83- 6/83 =0-
7/83- 9/83 13,064
10/F2-12/8)3 12,232
TITAL 25,294




Nr. Joha D. CIbsce
May 7, 1993
Page &

1984

1/84- 3/84 359 -0-

4/84- 6/84 7% -0-

/84 =0- =0-

8/84- 9/84 16,519,.50 782.%ve (&)
10/84 4,655 -t
11/86-12/8¢ 636 =0-
TOTAl . 26 433,50 782.5C

1983

1/85- 3/8* 430 -0-

®No individual contribution exceeds $250C
sReturned expenditure ($300; $2C0)
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P
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 1list
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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ey 17, 1985

M. Bovard Ryea

Federsl Rlectica Commissica
1323 K Sctrest, B.V.
Ueshington, D.C. 30463

ldentification Rumber: 0C0004123%6
Refereacs: 1983 Wid-Toar and 1984 October Quarterly Raports

Dear Mr. Ryaa:

In wy letter of May 7, 1985 I proposed to makse am out tremsfer of fwuads
faproperly tramsferved from ths Temnssses Deakers Associstion State PAC (moe-FEC
Tegistered) to eur Nederal NMC (PRC & I indicated 1a my esrlier
lstter, there are insufficient funds to msks the couplete tramsfer. Besed on my
couversstios vith you ea Moy 16, O ] ing o photocopy of the check for
the Nnhll:!-f“ out and vill msks the remaisder tremsfer as sccn ae fumds
are sveilabls.

Ve vill begia our fumdrsising earlier thea .ormsl this yesr L0 accommodate
the remaining tremsfer. Simce cur Associstion's comveation is this week, it will
Give us & good opportumity to discuse the mecessity of en early campsign with the
bosrd and meke plsms to mset the tranmsfer mseds.

Is the interin, I wnderstand that we should show the remsiaing fumds as an
obligstion to the State PAC smd fils o Schedule D with our 1985 mid-yesr report.

Plesse contact ms 1f there is emy other action thet we meed to take ot this
time.

Siecerely,

m L. Amoe
Gensral Cownsel
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TENNESSEE BANKERS ASSOCIATION
FEDERAL POLITICAL ACTION COMMITTER
15T FLOOA  €TH § CHURCH BT £
L 8 C TOWEN May 17, 49 85
NABMILLE, T S7RYS :

mma‘ Tennessee Bankers Associstion State Tolitical Action Committee | g 35,000.00
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