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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 9, 1986

Robert G. Flanders, Jr., Esquire
Edwards & Angell

2700 Hospital Trust Tower
Providence, Rhode Island 02903

RE: MUR 2105

Rhode Island Republican
Par ty/Rhode Island
Republican Campaign
Committee and Virginia
S. Kalat, treasurer

Dear Mr. Flanders:

Oon April 8, 1986, the Commission accepted the conciliation
agreement signed by your client, in settlement of a violation of
2 U.S.C. § 433(c), a provision of the Federal Election Campaign
Act of 1971, as amended and 11 C.F.R. § 102.5(a) (1) (i) of the
Commission's 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




FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

April 9, 1986

Robert G. Flanders, Jr., Esquire
Edwards & Angell

2700 Hospital Trust Tower
Providence, Rhode Island 02903

RE: MUR 2105

Rhode Island Republican
Party/Rhode Island
Republican Campaign
Committee and Virginia
S. Kalat, treasurer

Dear Mr. Flanders:

On April 8, 1986, the Commission accepted the conciliation
agreement signed by your client, in settlement of a violation of
2 U.S.C. § 4-1(c), a provision of the Federal Election Campaign
Act of 1971, as amended and 11 C.F.R. § 102.5(a)(1l) (i) of the
Commission's 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
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
: 5
Rhode Island Republican MUR 210
Party/Rhode Island
Republican Campaign Committee
Virginia Kalat, treasurer

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on April 8,
1986, the Commission decided by a vote of 5-1 to take
the following actions in MUR 2105:

1. Accept the conciliation agreement, as
recommended in the General Counsel's
Report signed April 3, 1986.

Approve the letter, as recommended in
the General Counsel's Report signed

April 3, 1986.

3. Close the file.

Commissioners Aikens, Elliott, Josefiak, McDonald
and McGarry voted affirmatively for this decision; Commissioner

Harris dissented.

Attest:

aarjorie W. Emmons

Secretary of the Commission

Received in Office of Commission Secretary:Fri., -4-86, 9:27
Circulated on 48 hour tally basis: Fri, -4-86, 2:00
Deadline for vote: 4:00




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
Rhode Island Republican Party/
Rhode Island Republican Campaign MUR 2105

Committee
Virginia Kalat, treasurer

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission
("Commission"), pursuant to information ascertained in the normal
course of carrying out its supervisory responsibilities. On
November 19, 1985, the Commission found reason to believe that

the Rhode Island Republican Party/Rhode Island Republican

Campaign Committee and Spencer F. Martin, Jr., as assistant

treasurer, ("Respondents”") violated 2 U.S.C. § 433(c) by failing
to timely designate a change in treasurers. The Commission also
found reason to believe that respondents violated 11 C.F.R. §
102.5(a) (1) (i) by misdepositing non-federal funds in their
federal account and by repaying a federal bank loan with non-
federal funds.

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 respondents and
the subject matter of this proceeding, and this agreement has the
effect of an agreement entered into pursuant to 2 U.S.C.

§ 437g(a) (4) (A) (i).

II. Respondents have had a reasonable opportunity to




demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

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

The Parties

1. Respondent Rhode Island Republican Party functions as

the state-level party organization for the Republican Party in

the state of Rhode Island.

2. Respondent Rhode Island Republican Campaign Committee is

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

3. Respondent Virginia Kalat currently serves as treasurer

for respondents Rhode Island Republican Party/Rhode Island

Republican Campaign Committee.

Violation of 2 U.S.C. § 433 (c)

4. Respondents filed an amended Statement of Organization

with the Commission on July 12, 1982 designating Jonathan T.

Isham as treasurer.

Wo 5. In 1984, Jonathan T. Isham ceased to serve in a capacity

as treasurer for respondents.

6. Section 433(c), Title 2, United States Code, requires

that any change in information previously submitted in a

Statement of Organization must be reported no later than ten (10)

days after the date of the change.

7. On December 23, 1985, respondents filed an amended

Statement of Organization, designating Virginia Kalat as

treasurer.
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Violation of 11 C.F.R. § 102.5(a) (1) (i)

8. Pursuant to 11 C.F.R. § 102.5(a), respondents maintain
separate accounts for federal and non-federal political activity.

9, On September 26, 1984 and October 9, 1984, respondents
received two transfers from GOPAC, an unregistered non-federal
organization, totalling $7000 and deposited the money into their
federal account.

10. On September 6, September 27 and October 9, 1984,
respondents received $35,000.01 in transfers from the Republican
National State Elections Committee, an unregistered non-federal
organization, and deposited the money into their federal account.

11. On October 30, 1984, respondents transferred $2500 from
one of their non-federal accounts, the Committee to Elect a
Republican Legislature, to their federal account.

12, 1In July, 1985, respondents' federal account secured a
commercial bank loan of $46,394.12. The loan proceeds were used
to pay respondents' non-federal accounts for the funds
misdeposited in the federal account (as indicated in
subparagraphs 8, 9 and 10, above).

13. In August, 1985, respondents repaid the principal and
interest of the bank loan using funds from a non-federal account.
14. Section 102.5(a)(l)(i), Title 11, Code of Federal
Regulations, states that only funds subject to the provisions and

limitations of the Act may be deposited in a federal account.

15. Section 102.5(a) (1) (i), Title 11, Code of Federal
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Regulations, states that no transfers may be made to a federal

account from any other account maintained by an organization for

non-federal political activity.

16. Section 102.5(a) (1) (i), Title 11, Code of Federal
Regulations, states that all disbursements in connection with a
federal election, by an organization which maintains both federal
and non-federal accounts, must be made from its federal account.

V. Respondents violated 2 U.S.C. § 433(c) by failing to
designate a change in treasurers in a timely manner.

VI. Respondents violated 11 C.F.R. § 102.5(a) (1) (i) by
depositing $44,500 in transfers from GOPAC, the Republican
National State Elections Committee and the Committee to Elect a
Republican Legislature, into their federal account. Respondents
also violated 11 C.F.R. § 102.5(a) (1) (i) by repaying their
federal account's bank loan with funds from their non-federal
account,

VII. Respondents will pay a civil penalty to the Treasurer
of the United States in the amount of Six Hundred dollars ($600),
pursuant to 2 U.S.C. § 437g(a) (5) (A).

VIII. Respondents agree that they shall not undertake any
activity which is in violation of the Federal Election Campaign
Act of 1971, as amended, 2 U.S.C. § 431, et seq.

IX. 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
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agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the
District of Columbia.

X. This agreement shall become effective as of the date
that all parties hereto have executed same and the Commission has
approved the entire agreement.

XI. 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.

XII. 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 valiad.

FOR THE COMMISSION:

Charles N, Steele
General Counsel

BY: { jJQ\ (i:;29142£ /21, 7

KeAneth A, Gross > Date |/
1/Counsel

Associate Genera

FOR THE RESPONDENT:

WA
X \mg% e A e i
Virginia Kalat Date
Treasurer
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Rhode Island Republican MUR 2105
Party/Rhode 1Island Republican
Campaign Committee

Virginia Kalat, treasurer

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of March 4,
1986, do hereby certify that the Commission decided by a vote
of 5-1 to take the following actions in MUR 2105:

45 Take no further action against the Rhode
Island Republican Party/Rhode Island
Republican Campaign Committee and Virginia
Kalat, as treasurer, for a violation of
2 U.S.C. § 441b.

Enter into conciliation with the Rhode
Island Republican Party/Rhode Island
Republican Campaign Committee and Virginia
Kalat, as treasurer, prior to a finding of
probable cause to believe that violations
of 2 U.S.C. § 433(c) and 11 C.F.R. § 102.5
(a) (1) (1) occurred.

Approve the proposed conciliation agreement
attached to the General Counsel's report
dated February 21, 1986.

(continued)




Federal Election Commission
Certification for MUR 2105
March 4, 1986

4. Approve the letter attached to the General
Counsel's report dated February 21, 1986.

Commissioners Aikens, Elliott, Josefiak, McDonald,
and McGarry voted affirmatively for the decision;

commissioner Harris dissented.

Attest:

B sl ﬂﬁﬁ&cﬁﬁm
Date Marjorie W. Emmons

Secretary of the Commission
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In the Matter of

Rhode Island Republican
Party/Rhode Island Republican
Campaign Committee

Virginia Kalat, treasurer

n £ a9y "10.
unzlos «:29

I. Background
The Rhode Island Republican Party/Rhode Island Republican

Campaign Committee ("Committee") was referred to the Office of

General Counsel in connection with the receipt of approximately

$46,000 from five unregistered organizations, as disclosed on the

Committee's reports in 1984. Monies from these non-federal

organizations were deposited into the Committee's federal

account, even though they were intended to be used solely in

connection with state and local races. Additionally, a bank loan

which the Committee obtained to reimburse its non-federal account

for the misdeposited funds, was itself repaid with non-federal

4

monies. As a result, the Federal Election Commission

("Commission"), on November 19, 1985, determined there was reason

to believe that the Committee and Spencer L. Martin, Jr., as

assistant treasurer, had violated 2 U.S.C. § 441b and 11 C.F.R. §

102.5(a) (1) (i) in connection with the misdeposit and repayment of

funds. Additionally, because the Committee's treasurer, as

listed on its 1982 amended Statement of Organization, is no

longer serving in that capacity, the Commission determined there

was reason to believe that the Committee and Spencer F. Martin,

Jr., as assistant treasurer, violated 2 U.S.C. § 433(c), by

failing to report a change in treasurers within ten days.
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A reason to believe notification letter was mailed to

respondents on December 5, 1985. The Committee requested and

received an extension of time to respond to the Commission's

determinations. On January 9, 1986, a written response was

received from the Committee. On PFebruary 6, 1986, a supplemental

response was received from the Committee.
II. Legal Analysis

The Committee's responses address the Commission's reason to

believe determinations. FPirst, the Committee contends that the

mere fact that Mr. Martin is serving as assistant treasurer does

7

not establish a violation for failing to designate a new

treasurer. However, such a contention does not speak to the

3 3

violation at issue. The facts are that the Committee filed an

amended Statement of Organization designating a treasurer in

1982. 1In 1984, that individual ceased to serve in the

treasurer's capacity. At that time, the Committee was required

to appoint a new treasurer and inform the Commission of the

change within ten days, pursuant to 2 U.S.C. § 433(c). However,

it was not until December 23, 1985, that the Commission was

informed that Mrs. Virginia Kalat was elected treasurer.

Second, the Committee's responses address the Commission's

determination that there was reason to believe that repayment of

the federal account's bank loan from a non-federal account

violated 2 U.S.C. § 441b and § 102.5(a)(l)(i). The loan was

repaid by a non-federal account maintained by the Rhode Island

Republican Party named the "Rhode Island Republican State Central

On the date the loan was repaid, March 26, 1985, the

Committee."




Rhode Island Republican State Central ébnnittoe account contained
$49,781.38. Respondents were asked whether any of this money was

attributable to labor union or corporate contributions.

Respondents state that no labor union contributions were

contained in the account on the date of the loan repayment and

only $125 of the total balance was attributable to corporate

contributions. Because the loan repayment amount was in excess

of $46,000, yet the account contained only $125 in corporate

money, the Office of General Counsel recommends that the

Commission take no further action against the Committee with

respect to a possible 2 U.8.C. § 441b violation.

However, even though the Committee denies violating 2 U.S.C.

§ 441b, it does not deny that repayment of the bank loan violated

11 C.F.R. § 102.5(a)(1)(i). Under 11 C.F.R. § 102.5(a)(1l) (i), a

political party which finances both federal z:.:.3 non-federal

political activity, may only finance the former through a

separate federal account, and all disbursements made in

connection with any federal election must come from that account.

The loan in question was made to the federal account. The Rhode

Island Republican Party, instead of repaying the loan with funds

from its federal account, repaid the note using funds from its

non-federal account. 11 C.F.R. § 102.5(a) requires repayment to

have been made from the federal account. See Matter Under Review

2003.

The Committee also addresses the other violations of

§ 102.5(a) (1) (i) in its responses. The Committee received



transfers from two unregistered, non-federal organizations which

were meant to be deposited in a non-federal account. Instead the

funds were deposited into its federal account. 11 C.F.R.
§ 102.5(a) (1) (i) prohibits the deposit of any funds not subject

to the prohibitions and limitations of the Act into a federal

account.

The Committee reiterates its claim that the misdeposit of

funds was a technical error, and the monies were intended to be

used for non-federal elections (and were in fact so used).

Additionally, the Committee contends that since 11 C.PF.R.

§ 102.6(a) (1) (ii) permits unlimited transfers between committees

of the same political party, it is somehow anomalous to find a

violation for depositing the funds into the wrong account.

v

However, 11 C.F.R. § 102.6 is simply not implicated here. The

-
]

Commission, in its reason to believe determinations, did not

focus on the transfers, precisely because they are permissible.

It is the deposit of that money by the Rhode Island Republican

Party into the wrong account which violates the prohibition of

8 5 D ded

l1 C.F.R. § 102.5(a).

Additionally, the Committee received transfers from two

other non-federal accounts, these maintained by the Rhode Island

Republican Party itself for non-federal activity. However,

respondents point out that one of these accounts, the Rhode

Island Victory '84 Committee, is actually a federal account.

Therefore, the transfer of $1394.11 from it to the Committee

would not involve a violation of 11 C.F.R. § 102.5(a) (1) (i). The



i o

other transfer, of $2500 from the Commitee to Elect a Republican
Legislature, a non-federal account, was intended for non-federal

activity. Pursuant to 11 C.P.R. § 102.5(a) (1) (i), when an

organization maintains separate federal and non-federal accounts,

it is prohibited from transferring any funds from its non-federal

to its federal account.

Respondents' counsel mistakenly claims that the Committee to
Elect a Republican Legislature is not a non-Federal account, and
therefore, no violation occurred. However, respondents
themselves admit that this committee is a non-federal committee
maintained for non-federal political activity and mistakenly
transferred $2500 to the Rhode Island Republican Party's federal
account,

The Committee regquests to enter into conciliation
discussions with the Office of General Counsel prior to a finding
of probable cause to believe that any violations may have
occurred. The Committee contends that any possible violations
were unintentional, inadvertent and cannot be considered
"substantial error." Accordingly, the Office of General Counsel
recommends that the Commission enter into pre-probable cause
conciliation with the Committee and Virginia Kalat, as treasurer,

with respect to violations of 2 U.S.C. § 433(c) and 11 C.F.R.

§ 102.5(a) (1) (1).




IV. Recommendations
The Office of General Counsel recommends that the
Commission:

1. take no further action against the Rhode Island
Republican Party/Rhode Island Republican Campaign Committee and
virginia Kalat, as treasurer, for a violation of 2 U.S.C. § 441b;

2. enter into conciliation with the Rhode Island Republican
Party/Phode Island Republican Campaign Committee and Virginia
Kalat, as treasurer, prior to a finding of probable cause to
believe that violations of 2 U.S.C. § 433(c) and 11 C.F.R.

§ 102.5(a) (1) (1) occurred;

3. approve the attached proposed conciliation agreement;




 / Charles N, Steele

 Kennet
Associate General Counsel

Attachments :

1. Request for conciliation

2. Proposed conciliation agreement
3. Letter to respondent
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BNGELL Ty ATTACHNENT & (D
S KLt Ry T

3
st 7 : b Rhode Island 01903

401 1749200

Telex 952001 “EA PVD"”

~n ...“9& A!e :YW. er 401 276-6611

January 7, 1

EDWARDS

(
v

John Warren McGarry
Chairman

Federal Election Commission
1325 K Street, NW
Washington, DC 20463

Ed 6 NVMQ

Re: MUR 2105, Federal Election Committee Claim
against Rhode Island Republican Party

€S

Dear Mr. McGarry:

As attorney for the Rhode Island Republican Party
and its Assistant Treasurer, Spencer Martin, I have
reviewed your letter of December 5, 1985 together with
the relevant enclosures.

It would appear from Mr. Kleinfeld's analysis (the
FEC counsel) that there are only two charges which remain:
repayment of the bank loan from the non-federal account
and failure to designate Mr. Martin as the new Treasurer
of the Rhode Island Republican Party in a timely fashion.

The former charge is based solely on the supposi-
tion -- which has no basis in fact -- that repayment of
the loan came from funds which have a corporate or labor
union source. Since the total amounts of funds in the
non-federal account on the date of the loan repayment was
$49,781.38, of which only $125.00 is from a corporate
source (there were no union sources), and the amount of
the loan repayment on that date was $46,394.11, there is
simply no basis to conclude that any amount of the $125.00
in corporate funds was used to repay the loan. Moreover,
Mr. Kleinfeld is in error when he refers to the Rhode
Island Victory '84 Committee as an unregistered,
non-federal account. This is in fact a federal account
registered with the FEC (FEC No. C00192245).

430 Park Avenue

New York, New York 10022
212 308-4411

Telecopier 212 308-4844

250 Royal Palm Way

P.O. Box 2621

Palm Beach, Florida 33480

305 833-7700

Telecopier 305 655-8719

Telex 3728004 EDWANGELL PBH

26§ Franklin Street

Boston, Massachusetts 02110
617 439-4444

Telecopier 617 439-4170




John Warren McGarry
Page 2
January 7, 1986

With respect to the other charge, Mr. Martin has
never been appointed Treasurer. Thus, it would seem
to me that no violation has occurred. The mere fact
that he served as the Assistant Treasurer and there
was a vacancy in the treasurer position, does not
trigger any of the reporting requirements referred to
by Mr. Kleinfeld.

Both the Party and Mr. Martin are interested in
conciliating these charges, neither of which involves
any culpable or intentional conduct on any one's part.
Even if a technical violation had occurred -- which
does not appear to be the case -- it was inadvertent
and not a substantial error. Thus, to the extent
these charges have any merit at all, it would seem we
could resolve them by agreement.

truly yours,
KZ({~;79{2A4/
Robert G. Flanders Jrd

P.S. Enclosed are sworn answers to the questions posed
by the FEC and a Designation of Counsel Form.




Questions for the Rhode Island Republican Party/Rhode Island
Republican Campaign Committee

on ANawéwba (1 , 1985, the Federal Election Commission
("Commission®”) determined there was reason to believe that the
Rhode Island Republican Campaign Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 2 U.8.C. § 433(c) and
§ 441b of the Pederal Election Campaign Act of 1971, as amended,
("Act”) and 11 C.FP.R. § 102.5(a) (1) (i) of the Commission's
Regulations.

As part of its investigation into this matter, the
Commission requests that answers be provided to the following
questions. The "loan" refers to the $46,394.11 loan which the
Rhode Island Republican Campaign Committee obtained from the
Rhode Island Hospital Trust National Bank in order to repay a
non-Federal account for misdeposited funds.

] State the name of the on-Federal account which repaid
the loan. L Aupubliben, it Orner.

20 State the date 9on which the non-Federal account repaid

the loan. 3 26/36"

State the total amount of funds in the non-Federal
account named in Question 1 on the date of the loan

repayment. ;‘49} 7?/. ig

On the date of the loan repayment, was any of the money
contained in the non-Federal account named in Question
1l attributable to corporate contributions? y@(’

If the answer to question number 4 is yes, state the
total amount of funds in the non-Federal account which
had a corporate source on the date of the loa

repayment. 3”/25 ad.

On the date of the loan repayment was any of the money
contained in the non-Federal account named in question
1l attributable to labor union contributions? )

If the answer to question number 6 is yes, state the
total amount of funds in the non-Federal account which
had a union source of the date of the loan repayment.

aboveanswersaretmeandacmrate&;othebestofmyinfo tion and

Spencer F. Martin, Jr. ,
Assistant Treasurer
Rhode Island Republican Party

. ~d
Subscribed and sworn to before me this / — day of Jarmary, 1986 in

SRR e e

Notary Public
My Commission Expires June 30, 1986




EDWARDS & ANGELL

Countelion milaw ] ERE 2700 Hospital Trust Tower
o i . Providence, Rhode Island 02901
© 401 274-9200
February 6, Telex 952001 "€ A PVD"
Telecopier 401 276-6611

st

VIA FEDERAL EXPRESS

John Warren McGarry, Chairman
Federal Election Commission
1325 K Street NW

Washington, DC 20463

w 014439t

Re: MUR2105 Federal Election Committee Claim vs. Rhod

A likae Island Republican Party and Spencer Martin, Ass' t'freas-f

Edward ). Bertozai. Jr. — —
};)'hn tl \Rlﬂl.‘ (1]} ==
. Mclntyr .
Richard M; C. Glenn Il Dear Mr. McGarry:
Timothy T. More
Jonathan E. Cole

by S g This will supplement my letter to you dated January 7,

Kinnawd Howland 1986 concerning the above matter.

Tertewe M. Finn

A,mﬁliﬁxﬁﬁ In particular, I wish to make the following comments

iy Ll Lt in response to the General Counsel's factual and legal

A R o 11 analysis as regards particular sections of the Memorandum

L A T which he prepared concerning these charges.
Thomas E. Purts. Jr.
Marv Louise Kennedy

frhths DL Part C. Application of the Law to the Inter-Committee

el v g Transfers.
John D. Deacon, Jr.

~ Charles F. Rogers, jr. ' . |

s (1) There is no suggestion, much less any showing,

Barev G. Hittner

philplRARMARY that any of the funds in question were knowingly or willfully

7 Chentine M. Marx

Hhtahli el misdeposited into the federal account. On the contrary, both

o the Party and Mr. Martin have conceded that if such transfers

W S were 1in violation of any applicable law, it was simply a
R technical error which the Party and Mr. Martin attempted to

o e Gt correct as soon as it was called to their attention.

David A. Gunter
G. ot Nebergall 9
g Jame R Ky (2) There has been no showing that any of the funds
urt | von Boeselager

John A. Houlihan from GOPAC and RNSEC which were deposited into the Rhode Island

Christopher D. Graham
John G. Igoe Committee's federal account were not subject to the prohibitions

Walter C. Hunter

el arond, 1 of the Act and pertinent regulations.
Barbara Braun Schoenteld

Ruth K. Heller

R oy ol (3) None of the funds transferred into the federal

JOdith Coibnback:Savane account were intended to influence any election for federal

Glenn R. Everv:

Jovce L. Elden i i

Jorce L tlden office, nor were they in fact so used.
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(4) Since 11CFR§102.6(a)(1)(ii) permits committees
of the same political party to make unlimited transfers to
the Rhode Island Committee, and since it is conceded that
RNSEC is of the same political party as the Rhode Island
Committee and there is no showing that GOPAC is not also of
the same political party as the Rhode Island Committee,
there should be no finding of any violation of
11CFR§102.5(a)(1)(i). It would be anomalous for the Com-
mission to interpret its rules in such a fashion as to on
the one hand expressly permit unlimited transfers between
committees of the same political party, yet on the other
hand find that any deposit of such funds into the federal
account constitutes a violation.

Part D. Application of the Law to the Intra-Committee
Transfers.

(1) The regulations do not appear to flatly bar
any and all intra-fund transfers; rather, it is only trans-
fers which are made to such federal accounts from other
accounts which are "for the purpose of financing activity
in connection with non-federal elections." 11CFR§102.5(a)(1)(i)
Since the transfers to the federal account were not for such
a purpose, and since the transfers to the federal account did
not come from accounts maintained for the purpose of financing
activity in connection with non-federal elections, there
should be no finding of any violation with respect to the
intra-committee transfers.

Part "C" (sic) (should read "E") Application of the
Law to the Repayment of the Transfers. (Page 9 of General
Counsel's Memo)

(1) Because in fact no corporate or labor union
funds were used to satisfy the loan obligations, no violation
should be found with respect to this charge. The Party, in
good faith, took steps to rectify any technical violation
which may have occurred and should not be punished because
of its attempts to do so.

Part F. Failure to Designate a New Treasurer.

(1) Nothing in the regulations or otherwise
requires the Rhode Island Committee or anyone else to list
assistant treasurers. Although Mr. Isham, the organization's
former treasurer, is no longer associated with the organiza-
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tion, there was no "change in treasurers" until such time

as a new treasurer assumed that position. The Party has
given notice to the Commission of a new treasurer. Thus,
the failure to list Spencer Martin as an assistant treasurer
should not constitute a violation.

Conclusion

For these reasons and those set forth in my previous
letter to you of January 7, 1986, I respectfully request
that the Commission should find no reason to believe that
any violation has occurred. 1In any event, even if the
Committee had acted in any irregular fashion at all, such
actions were inadvertent and not knowing or willful.
Accordingly, to the extent the Commission finds any reason
to believe any technical violation has occurred, 1 respect-
fully request that such matters be conciliated according to
the Commission's procedures.

VeZ? traly _yours,

Robert G. Flande(g

N4

Spencer Martin
Assistant Treasurer
Rhode Island Republican Party
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and its Assistant Treasurer,
reviewed your letter of December 5,
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MUR 2105, Federal Election Committee Claim
against Rhode Island Republican Party

€S

McGarry:

As attorney for the Rhode Island Republican Party
Spencer Martin, I have
1985 together with

the relevant enclosures.

It would appear from Mr. Kleinfeld's analysis (the

FEC counsel) that there are only two charges which remain:
repayment of the bank loan from the non-federal account
and failure to designate Mr. Martin as the new Treasurer

of

the Rhode Island Republican Party in a timely fashion.

The former charge is based solely on the supposi-

tion -- which has no basis in fact -- that repayment of
the loan came from funds which have a corporate or labor

union

source. Since the total amounts of funds in the

non-federal account on the date of the loan repayment was

$49,781.38,
source
the loan repayment on that date was $46,394.11,

of which only $125.00 is from a corporate
and the amount of
there is

(there were no union sources),

simply no basis to conclude that any amount of the $125.00

in

Mr.
Island Victory
non-federal account.
registered with the FEC (FEC No.

corporate funds was used to repay the loan. Moreover,
Kleinfeld is in error when he refers to the Rhode

'84 Committee as an unregistered,

This is in fact a federal account
C00192245).
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With respect to the other charge, Mr. Martin has
never been appointed Treasurer. Thus, it would seem
to me that no violation has occurred. The mere fact
that he served as the Assistant Treasurer and there
was a vacancy in the treasurer position, does not
trigger any of the reporting requirements referred to
by Mr. Kleinfeld.

Both the Party and Mr. Martin are interested in
conciliating these charges, neither of which involves
any culpable or intentional conduct on any one's part.
Even if a technical violation had occurred -- which
does not appear to be the case -- it was inadvertent
and not a substantial error. Thus, to the extent
these charges have any merit at all, it would seem we
could resolve them by agreement.

Ver, truly yours,

WL A

Robert G. Flanders, Jr=

P.S. Enclosed are sworn answers to the questions posed
by the FEC and a Designation of Counsel Form.
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VIA FEDERAL EXPRESS

John Warren McGarry, Chairman
Federal Election Commission
1325 K Street NW

Washington, DC 20463

Re: MUR2105 Federal Election Committee Claim vs. Rhodé> jV
Island Republican Party and Spencer Martin, Ass't ‘freas.::

: i
-

Dear Mr. McGarry:

This will supplement my letter to you dated January 7,
1986 concerning the above matter.

In particular, I wish to make the following comments
in response to the General Counsel's factual and legal
analysis as regards particular sections of the Memorandum
which he prepared concerning these charges.

Part C. Application of the Law to the Inter-Committee

Transfers.

(1) There is no suggestion, much less any showing,
that any of the funds in question were knowingly or willfully
misdeposited into the federal account. On the contrary, both
the Party and Mr. Martin have conceded that if such transfers
were in violation of any applicable law, it was simply a
technical error which the Party and Mr. Martin attempted to
correct as soon as it was called to their attention.

(2) There has been no showing that any of the funds
from GOPAC and RNSEC which were deposited into the Rhode Island
Committee's federal account were not subject to the prohibitions
of the Act and pertinent regulations.

(3) None of the funds transferred into the federal
account were intended to influence any election for federal
office, nor were they in fact so used.
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(4) Since 11CFR§102.6(a)(1)(ii) permits committees
of the same political party to make unlimited transfers to
the Rhode Island Committee, and since it is conceded that
RNSEC is of the same political party as the Rhode Island
Committee and there is no showing that GOPAC is not also of
the same political party as the Rhode Island Committee,
there should be no finding of any violation of
11CFR§102.5(a)(1)(i). It would be anomalous for the Com-
mission to interpret its rules in such a fashion as to on
the one hand expressly permit unlimited transfers between
committees of the same political party, yet on the other
hand find that any deposit of such funds into the federal
account constitutes a violation.

Part D. Application of the Law to the Intra-Committee
Transfers.

(1) The regulations do not appear to flatly bar
any and all intra-fund transfers; rather, it is only trans-
fers which are made to such federal accounts from other
accounts which are "for the purpose of financing activity
in connection with non-federal elections."” 11CFR§102.5(a)(1)(1)
Since the transfers to the federal account were not for such
a purpose, and since the transfers to the federal account did
not come from accounts maintained for the purpose of financing
activity in connection with non-federal elections, there
should be no finding of any violation with respect to the
intra-committee transfers.

Part "C'" (sic) (should read "E") Application of the
Law to the Repayment of the Transfers. (Page 9 of General
Counsel's Memo)

(1) Because in fact no corporate or labor union
funds were used to satisfy the loan obligations, no violation
should be found with respect to this charge. The Party, in
good faith, took steps to rectify any technical violation
which may have occurred and should not be punished because
of its attempts to do so.

Part F. Failure to Designate a New Treasurer.

(1) Nothing in the regulations or otherwise
requires the Rhode Island Committee or anyone else to list
assistant treasurers. Although Mr. Isham, the organization's
former treasurer, is no longer associated with the organiza-
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Questions for the Rhode Island Republican Party/Rhode Island
Republican Campaign Committee

Oon Novorba 19 , 1985, the Federal Election Commission
("Commission") determined there was reason to believe that the
Rhode Island Republican Campaign Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 2 U.S.C. § 433(c) and
§ 441b of the Federal Election Campaign Agt of 1971, as amended,
("Act") and 11 C.F.R. § 102.5(a) (1) (i) of the Commission's
Regulations.

As part of its investigation into this matter, the
Commission requests that answers be provided to the following
questions. The "loan" refers to the $46,394.11 loan which the
Rhode Island Republican Campaign Committee obtained from the
Rhode Island Hospital Trust National Bank in order to repay a
non-Federal account for misdeposited funds.

1es State the name of the_ non-Federal accepunt which repaid
the Loan. /0L, Aepullibany Dbt B e
2. State the date on which the non-Federal account repaid

the loan. 3 ZC/J){'

State the total amount of funds in the non-Federal
account named in Question 1 on the date of the loan

repayment. ;49/ 7?/. i&

On the date of the loan repayment, was any of the money
contained in the non-Federal account named in Question
1l attributable to corporate contributions? éﬁbﬁ

If the answer to question number 4 is yes, state the
total amount of funds in the non-Federal account which
had a corporate source on the date of the loa

n
repayment. ‘?/‘/25' L8

On the date of the loan repayment was any of the money
contained in the non-Federal account named in question
1l attributable to labor union contributions? )

If the answer to question number 6 is yes, state the
total amount of funds in the non-Federal account which
had a union source of the date of the loan repayment.

The above answers are true and accurate to the best of my infTZZTtion and

belief. Wm ){//ﬂ%l

Spencer F. Martin, Jr. ,
Assistant Treasurer
Rhode Island Republican Party

~d
Subscribed and sworn to before me this / — day of January, 1986 in W

Providence, Rhode Isianc. L

S

Notary Public
My Commission Expires June 30, 1986




John Warren McGarry, Chairman
February 6, 1986
Page Three

tion, there was no "change in treasurers" until such time

as a new treasurer assumed that position. The Party has
given notice to the Commission of a new treasurer. Thus,
the failure to list Spencer Martin as an assistant treasurer
should not constitute a violation.

Conclusion

For these reasons and those set forth in my previous
letter to you of January 7, 1986, 1 respectfully request
that the Commission should find no reason to believe that
any violation has occurred. In any event, even if the
Committee had acted in any irregular fashion at all, such
actions were inadvertent and not knowing or willful.
Accordingly, to the extent the Commission finds any reason
to believe any technical violation has occurred, 1 respect-
fully request that such matters be conciliated according to
the Commission's procedures.

Very traly yours,

7

Robert G. Flandeys,/ Jr.

Spencer Martin
Assistant Treasurer
Rhode Island Republican Party
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STATEMENT OF IGHNATION OF

Robert G. Flanders, Jr.

Edwards & Angell

2700 liospital Trust Tower

Providence, RI 02903

(401) 274-9200

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission,

12/27/85
Date

Finance Director

RESPONDENT'S NAMEB: Phode Island Republican Party

ADDRESS : 14C Viestminster St. = Suite 300

$rovidence, RI 02903

HOME PHONE: (6237) 335-4314

BUSINESS PHONE: (401) 421-2570




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 24, 1985

Spencer F. Martin, Jr.

Rhode Island Republican Party/

Rhode Island Republican Campaign
Committee

Suite 300

146 Viestminster Street

Providence, Rhode Island 02903

RE: MUR 2105
Rhode Island Republican Party/
Rhode Island Republican Cam-
paign Committee and Spencer F.
Martin, Jr., Assistant Treasuren

Dear Mr. Martin:

This is in reference to your letter dated December 19, 1985,
requesting an extension of three weeks to respond to the Commis-
sion's notice that it has reason to believe that the Rhode Island
Republican Party/Rhode Island Republican Campaign Committee and
you, as assistant treasurer violated the Act.

Considering the Commission's responsibilities to act
expeditiously on this matter, your requested extension will
be granted only for a period of two weeks. Accordingly, your
response will be due on January 10, 1986.

If you have any questions, please contact Eric Kleinfeld,
the attorney handling this matter, at (202) 376-5690.

Sincerely,

Associate Géneral Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 24, 1985

Spencer F. Martin, Jr.

Rhode Island Republican Party/

Rhode Island Republican Campaign
Committee

Suite 300

146 Viestminster Street

Providence, Rhode Island 02903

RE: MUR 2105
Rhode Island Republican Party/
Rhode Island Republican Cam-
paign Committee and Spencer F.
Martin, Jr., Assistant Treasurern

Dear Mr. Martin:

This is in reference to your letter dated December 19, 1985,
requesting an extension of three weeks to respond to the Commis-
sion's notice that it has reason to believe that the Rhode Island
Republican Party/Rhode Island Republican Campaign Committee and
you, as assistant treasurer violated the Act.

Considering the Commission's responsibilities to act
expeditiously on this matter, your requested extension will
be granted only for a period of two weeks. Accordingly, your
response will be due on January 10, 1986.

If you have any questions, please contact Eric Kleinfeld,
the attorney handling this matter, at (202) 376-5690.

Sincerely,

Charles N. Steele
General Counsel

By:Kenneth A. Gross
Associate General Counsel
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Pm Anode lslend 02903 John A. Holmes, Jr./Chai
401/421-2570 ot

December 19, 1985

Gensral Councel's Office
Federal Election Commission
Washington, DC 20463

Attns Mr. Eric Kleinfeld

M0
133y

7 WU

o

e

-

RE: MUR 2105
R.I. Republican Pag y/
R.I. Republican C
Committee and Spencet F.
Martin, Jr. Asst. Treas.

35?«10

Gentlenen:

I have referred the matter under MUR 2105 to our
councel, Mr. Robert G. Flanders, Jr., for his
guidance. Due to the heavy demands on his time,
complicated by the holidays, we would like to request
a three week extension of the deadline for our reply
ti your letter of December 5th.

Stncerel % }-

Spéncer F. mrtin,
Finance Director

R.I. Republicna Party




athode Island
Republican Party

148 Westminster Street
Suite 300

Frovidence. Rhode (siand 02903 John A. Holmes, Jr. i
401/421-2570 s, Jr./Chairman

December 19, 1985

General Councel's Office
Federal Election Commission
Washington, DC 20463

SomA Ly
i .’

Attn: Mr., Eric Kleinfeld

T{{??VH3N39

¢ MUR 2105 -
R.I. Republican Pagrty/ rU 'fy
R.I. Republican Caggaign i
Committee and Spencer F.
Martin, Jr. Asst. Treas.

Gentlenen:

I have referred the matter under MUR 2105 to our
councel, Mr. Robert G. Flanders, Jr., for his
guidance. Due to the heavy demands on his time,
complicated by the holidays, we would like to request
a three week extension of the deadline for our reply
ti your letter of December 5th.

sincerel g ?\& //Z/ /Q

Spéncer F. Martin,
Finance Director
R.I. Repuklicna Party




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

December 5, 1985

Spencer F. Martin, Jr., Assistant Treasurer
Rhode Island Republican Campaign Committee
146 Westminister Street, Suite 200
Providence, RI 02903

RE: MUR 2105

Rhode Island Republican Party/
Rhode Island Republican
Campaign Committee and Spencer
F. Martin, Jr. assistant
treasurer

Dear Mr. Martin:

On November 19, 1985, the Federal Election Commission
determined that there is reason to believe that the Rhode Island
Republican Party/Rhode Island Republican Campaign Committee and
you as assistant treasurer, violated 2 U.S.C. § 433(c) and
§ 441b, provisions of the Federal Election Campaign Act of 1971,
as amended ("the Act") and 11 C.F.R. § 102.5(a) (1) (i) 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 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 your
committee and you, as assistant 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
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
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probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.

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

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

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Eric

Kleinfeld, the attorney assigned to this matter, at (202) 523-

4000.

Si 1l
Jghn Warren McGarry
Chairman

Enclosures

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




FEDERAL ELECTION COMMISSION
GENERAL COUWSEL'S PACTUAL AND LEGAL ANALYSIS

RESPONDENT: Rhode Island Republican MUR ¢
Party/Rhode Island REFERRAL # 85L-28
Republican Campaign STAFF: Eric Kleinfeld
Committee and Spencer
F. Martin, Jr., Assistant
treasurer

SUMMARY OF ALLEGATIONS

The Rhode Island Committee, the Federal account of the Rhode
Island Republican Party, was referred to this Office for possible
violations of 2 U.S.C. § 441b(a), and §44la(f) of the Federal
Election Campaign Act of 1971, as amended, ("Act") and 11 C.F.R.
§ 102.5(a) (1) (i) and § 102.6(a) of the Federal Election
Commmission's ("Commission's") regulations. The bases for these
allegations are receipts in excess of $46,000 from five
unregistered organizations, as disclosed on the Rhode Island
Committee's reports in 1984.

FACTUAL BASIS AND LEGAL ANALYSIS

A. Factual Background

The Rhode Island Committee operates as the Federal account
established and maintained by the Rhode Island Republican Party
("Party") to finance its political activity in connection with
Federal elections. The Party also maintains a non-Federal
account under the name of the Rhode Island State Central
Committee, to finance non-Federal political activity. The 1984
October Quarterly, 12 Day Pre-general and 30 Day Post-general

reports filed by the Rhode Island Committee disclosed the




following transfers-in from five unregistered, non-Federal

organizations:

Name of

Transferor

1. GOPAC

Date of
Transfer

9/26/84
10/9/84

Amount of
Transfer

$4000.00
3500.00

7936.00

$7000.00

2. Republican 9/6/84
National 9/6/84
State 9/27/84
Elections 10/9/84
Committee

6535.25
15,000.00

5528.16 $35,000.01

Committee $2500.00
to Elect

a Republi-

can Legis-

lature

10/30/84 $2500.00

Rhode 11/7/84
Island 11/28/84
Victory

‘84 Comm.

$1200.00 $1394.11

194.11

Rhode 11/8/84
Island

Repub-

lican State

Central

Committee

$350.00

GOPAC is an unregistered, non-Federal organization not
affiliated with the Rhode Island Republican Party. The
Republican National State Elections Committee ("RNSEC") is an
unregistered, non-Federal organization of the same political
party as the Rhode Island Republican Party. The remaining three
transferors, the Committee to Elect a Republican Legislature, the
Rhode Island Victory '84 Committee ("Victory '84") and the Rhode
Island Republican State Central Committee ("State Committee®) are
all apparently non-Federal accounts maintained by the Rhode

Island Republican Party for non-Federal political activity.
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Requests for Additional Information ("RFAIs") were sent to

the Rhode Island Committee concerning the transfers. The RFAI
informed the Rhode Island Committee that, if the funds were
intended for state and local election purposes, the amounts of
the transfers must (1) be refunded to the unregistered, non-
Federal organizations or (2) be transferred-out to another non-
Federal account, in order to achieve compliance with the Act.

The Rhode Island Committee's assistant treasurer responded
to RAD's inquiry by indicating that the amounts received were
intended to be spent on state and local races and not on Federal
races, and were, in fact, so spent. In written responses to RAD,
it was indicated that all transfers in question were "erroneously
and improperly"” deposited into the Party's Federal account, but
that "expenditures from such funds were made for non-Federal
activity only."

On May 2, 1985, the Rhode Island Committee submitted a copy
of a cancelled check dated March 26, 1985, in the amount of
$46,394.12, as documentation of the transfer to their non-Federal
account of all funds which were misdeposited in their Federal
account. However, the Rhode Island Committee's assistant
treasurer informed RAD in July 1985 that the Federal account had
obtained a bank loan in order to repay the non-Federal account
for the erroneously deposited funds, and the bank loan was in
turn repaid from the non-Federal account. RAD informed the Rhode
Island Committee that this action did not remedy the apparent
violation and that the Federal account was still obligated to

transfer to the non-Federal account an amount representing the
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amount of misdeposited funds. In August, 1985, the Rhode Island

Committee's assistant treasurer informed RAD that the Federal
account had repaid the non-Federal account in full with the
proceeds of a fundraiser. On September 16, 1985, RAD received a

copy of a cancelled check as documentation of the repayment.

B. The applicable law
2 U.S.C. § 441b prohibits political committees from

accepting and using contributions from corporations and labor
organizations in connection with Federal elections. 1In order to
ensure that such prohibited monies are not used in connection
with any Federal election, the Commission's regulations, at

11 C.F.R. § 102.5, prescribe certain requirements for
organizations that intend to finance both Federal and non-Federal
political activity. An organization which is a political
committee under the Act has two alternatives available to it
pursuant to 11 C.F.R. § 102.5(a): (1) it may maintain a single
account for both Federal and non-Federal political activity, with
such an account containing only contributions subject to the
prohibitions and limitations of the Act, or (2) it may maintain
two separate accounts, one for Federal political activity and one
for non-Federal political activity. 1In the latter case, all
disbursements, contributions, expenditures, and transfers made in
connection with any Federal election must be from the Federal
account. 1l C.F.R. § 102.5(a)(l)(i). Only funds subject to the
prohibitions and limitations of the Act shall be deposited in the
separate Federal account. 11 C.F.R. § 102.5(a) (1) (i). Finally,

no transfers may be made to such Federal account from any other
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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).

11 C.F.R. § 102.6 requires certain transfers between
affiliated committees to be made only with funds permissible
under the Act.

2 U.S.C. § 44la(f) prohibits any political committee from
knowingly accepting any contribution in violation of the
contribution limitations of § 44la.

The term "political committee"” means any committee, club,
association or other group of persons which receives
contributions aggregating in excess of $1000 during a calendar
year or which makes expenditures aggregating in excess of $1000
during a calendar year. 2 U.S.C. § 431(4) (A).

The term "contribution" means any gift, subscription, loan,
advance, or deposit of money or anything of value made by any
person for the purpose of influencing any election for Federal
office, 2 U.S.C. § 431(8)(A) (i), while the term "expenditure"
means any purchase, payment, distribution, loan, advance, deposit
or gift of money or anything of value, made by any person for the

purpose of influencing any election for Federal office, 2 U.S.C.

§ 431(9) (A) (i) . (emphasis added). All unauthorized committees
shall file a statement of organization within 10 days of becoming
a political committee within the meaning of 2 U.S.C. § 431(4).

Finally, any change in information previously submitted in a
Statement of Organization shall be reported no later than 10 days
after the date of the change. 2 U.S.C. § 433(c).
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C. Applic on of th w he in -C ittee transfers
During September and October of 1984, the Rhode Island

Republican Party received $ 42,000 in transfers from two

unregistered organizations, GOPAC and RNSEC. At the time the

transfers were made, the Party maintained a Federal account (the
Rhode Island Committee) and a non-Federal account (the State
Committee). Both the Party and the transferors assert that the
funds in question were meant to be deposited in the non-Federal
account and were intended for use solely in connection with non-
Federal elections. The Rhode Island Committee also asserts that
such funds were, in fact, used only in connection with non-
Federal political activity. However the Party misdeposited
funds into its Federal rather than its non-Federal account.
Because the Party was involved in financing both Federal and non-
Federal political activity, and because in doing so, it had
chosen to proceed under the requirements of 11 C.F.R.
§ 102.5(a) (1) (i) in maintaining two separate accounts, it was
prohibited from depositing any funds not subject to the
prohibitions and limitations of the Act into its Federal account.
Since the funds received from GOPAC and RNSEC and deposited in
the Federal account were not subject to the prohibitions and
limitations of the Act, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 11 C.F.R. § 102.5(a) (1) (i).
GOPAC transferred in excess of $1000, in the aggregate, to

the Rhode Island Committee. However, because the money was not
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intended to influence any election for Federal office, the

meaning of contribution under the Act is not satisfied. RNSEC

also transferred in excess of $1000 to the Rhode Island
Committee. RNSEC, because it is of the same political party as
the Rhode Island Committee may make unlimited transfers to the
Rhode Island Committee pursuant to 11 C.F.R. § 102.6(a) (1) (ii) As
a result, the 44la limitations are not triggered, and the
acceptance of this money will not place the Rhode Island
Committee in violation of 2 U.S.C. § 44la(f). Accordingly, the
Office of General Counsel is not recommending a determination
with respect to 2 U.S.C. § 44la(f).

D. Application of the law to the intra-committee transfers

In addition to its Federal and non-Federal accounts (the
Rhode Island Committee and the State Committee), the Rhode Island
Republican Party had apparently also established two other non-
Federal accounts: Victory '84 and the Committee to Elect a
Republican Legislature. These non-Federal accounts made
transfers to the Party's Federal account. Again the Party
asserts that such funds were "erroneously and improperly"
deposited in the Federal account. The Party also states that
such monies were used for non-Federal activity only.

Because the transfers in question were "intra-party"
transfers, the provisions of 11 C.F.R. § 102.6(a), which apply to
transfers between separate entities, are inapplicable here.
Instead the provisions of 11 C.F.R. § 102.5(a) will apply, since
the Party had chosen to maintain separate Federal and non-Federal

accounts and qualified as a political committee at the time of




the transfers. Where, as here, an organization maintains

separate Federal and non-Federal accounts, it is prohibited from

transferring any funds from its non-Federal to its Federal
account. 11 C.F.R. § 102.5(a)(1l)(i). Accordingly, the Office of
General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spender F. Martin Jr., as assistant treasurer
violated 11 C.F.R. § 102.5(a) (1) (i) with respect to the transfers
made from Victory ‘84, the Committee to Elect a Republican
Legislature and the State Committee.

Although the transfers from Victory '84 and the Committee to
Elect a Republican Legislature exceeded, in the aggregate, $1000
for each, the Office of General Counsel is not recommending a
determination with respect to the failure of Victory '84 and the
Committee to Elect a Republican Legislature to register and
report. Because the transfers from these entities were not
intended to influence any Federal election and were not so used,
the meaning of contribution or expenditure under the Act is not
satisfied. Where no contribution or expenditure for Federal
purposes is made, the definition of political committee is not
brought into play under 11 C.F.R. § 100.5, which in turn will
fail to trigger the registration and reporting requirements under
2 U.S.C. § 433 and § 434.

Additionally, 11 C.F.R. § 102.5 expressly permits an
organization wishing to finance both Federal and non-Federal

activity to set up separate accounts to do so. The Rhode Island
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Republican Party is operating as just such an organization.

Victory '84 and the Committee to Elect a Republican Legislature
are the non-Federal portion of the party entity (which already
had a reporting Federal account/political committee). */ To
require them to register because of the transfers made to the
Federal account, where the money actually went for non-Federal
purposes, would defeat the purpose of 11 C.F.R. § 102.5(a) and
would render meaningless the distinction between the alternatives
in § 102.5(a) (1) (i) and § 102.5(a) (1) (ii). If the non-Federal
accounts have to register, there would be no distinction between
maintaining a single Federal account or maintaining multiple
Federal accounts. Where, as here, a party organization chooses
to maintain separate Federal and non-Federal accounts as
permitted by 11 C.F.R. § 102.5, the Office of General Counsel
believes the Act's registration requirements are not triggered by
the circumstances of the transfers herein, therefore this office
is making no recommendation with regard to the registration of
Victory '84 and the Committee to Elect a Republican Legislature.

C. Application of the law to the repayment of the transfers

The Rhode Island Committee obtained a commercial bank loan

in the amount of $46,394.12 in order to use the proceeds to

*/ See MURs 1165 and 769, in which non-Federal accounts were not
considered to have become reporting political committees because
they were part of entities with already reporting federal
accounts.
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transfer-out all funds which were originally misdeposited in the
Federal account. */ However, the bank loan was repaid by the
non-Federal account, not by the Pederal account. Rhode Island
State law permits unlimited corporate and labor union
contributions. However, 2 U.S.C. § 441b prohibits political
committees from accepting and using contributions from
corporations and labor organizations in connection with Federal
elections. Where, as here, the funds used to repay an obligation
incurred by a Federal account, come from a non-Federal account,
the potential exists for prohibited funds to be used for Federal
political activity. 1In repaying the loan with funds from its
non-Federal account, the Rhode Island Committee may have used
corporate or labor union funds to satisfy this obligation. For
the Party to use impermissible funds in this manner would be an
apparent violation of 2 U.S.C. § 441b. Accordingly, the Office
of General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spencer F. Martin Jr., as assistant treasurer,

violated 2 U.S.C. § 441b.

*/ The loan was made necessary, according to the Rhode Island
Committee, because the original deposits had already been spent
on state and local races in Rhode Island.
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F. Failure es ate a new treasurer
The Statement of Organization originally filed by the Rhode

Island Committee on June 22, 1977 lists Ernest R. Beaulieu as

tresurer. No assistant treasurers are listed. The Rhode Island

Committee filed an amended Statement of Organization on July 12,
1982, listing Jonathan T. Isham as the new treasurer. Again, no
assistant treasurer was listed. According to the current
"assistant treasurer", Spencer F. Martin, Jr., Mr. Isham is no
longer associated with the organization. Pursuant to 2 U.S.C.

§ 433(c), a change in treasurers is required to be reported to
the Commission within the ten days. The assistant treasurer, Mr.
Martin, was notified by RAD in August 29, 1984, that a new
treasurer should be appointed, and that the Commission should be
notified in writing of such. To date the Commission has received
no notification of a change in treasurers by the Rhode Island
Committee. Accordingly, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin

Jr., as assistant treasurer, violated 2 U.S.C. § 433(c).




Questions for the Rhode Island Republican Party/Rhode Island
Republican Campaign Committee

Oon , 1985, the Federal Election Commission
("Commission"”) determined there was reason to believe that the
Rhode Island Republican Campaign Committee and S8pencer F. Martin,
Jr., as assistant treasurer, violated 2 U.S.C. § 433(c) and
§ 441b of the Federal Election Campaign Act of 1971, as amended,
("Act") and 11 C.P.R. § 102.5(a) (1) (i) of the Commission's
Regulations.

As part of its investigation into this matter, the
Commission requests that answers be provided to the following
questions. The "loan" refers to the $46,394.11 loan which the
Rhode Island Republican Campaign Committee obtained from the
Rhode Island Hospital Trust National Bank in order to repay a
non-Federal account for misdeposited funds.

1. State the name of the non-Federal account which repaid
the loan.

2% State the date on which the non-Federal account repaid
the loan.

State the total amount of funds in the non-Federal
account named in Question 1 on the date of the loan
repayment.

On the date of the loan repayment, was any of the money
contained in the non-Federal account named in Question
1l attributable to corporate contributions?

If the answer to guestion number 4 is yes, state the
total amount of funds in the non-Federal account which
had a corporate source on the date of the loan
repayment.

On the date of the loan repayment was any of the money
contained in the non-Federal account named in question
1l attributable to labor union contributions?

If the answer to question number 6 is yes, state the
total amount of funds in the non-Federal account which
had a union source of the date of the loan repayment.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Rhode Island Republican Party/

Rhode Island Republican RAD 85L-28
Campaign Committee

Spencer F. Martin, Jr.,
Assistant Treasurer

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session of November 19,
1985, do hereby certify that the Commission decided by a vote
of 5-1 to take the following actions in the above-captioned
matter:

153 Open a MUR.

2. Find reason to believe that the Rhode
Island Republican Party/Rhode Island
Republican Campaign Committee and Spencer
F. Martin, Jr., as assistant treasurer,
violated 2 U.S.C. § 433 (c).

Find reason to believe that the Rhode
Island Republican Party/Rhode Island
Republican Campaign Committee and
Spencer F. Martin, Jr., as assistant
treasurer, violated 2 7.S.C. § 441b.

Find reason to believe that the Rhode
Island Republican Party/Rhode Island
Republican Campaign Committee and Spencer
F. Martin, Jr., as assistant treasurer,
violated 11 C.F.R. § 102.5(a) (1) (i) .

(continued)




Federal Election Commission
Certification for RAD 85L-28
November 19, 1985

Approve the leeter with questions as
recommended in the General Counsel's
report dated November 4, 1985.
Approve the Factual and Legal Analysis
attached to the General Counsel's report
dated November 4, 1985.
Commissioners Elliott, Harris, Josefiak, McDonald,
and McGarry voted affirmatively for the decision.

Commissioner Aikens dissented.

Attest:

//-2.0o _.fzﬁ'/

Marjorie W. Emmons
Secretary of the Commission
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o SENSITIVE:

FEDERAL ELECTION COMMISSION
1325 K Street, N.W.
Washington, D.C. 20463
PIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL REFERRAL # 85L-28¢°
BY OGC TO THE COMMISSION: STAFF: Eric g;e;n

SOURCE OF REFERRAL: INTERNALLY GENERATED

dd § i

RESPONDENTS' NAMES: Rhode Island Republican Party/
Rhode Island Republican Campaign
Committee
Spencer F. Martin, Jr. Assistant
Treasurer
RELEVANT STATUTES: 2 U.S.C. §431(4), §431(8), §431(9),
§433(c), S44la(f) and § 441b;
11 C.F.R. §100.5, §102.5, and §102.6
INTERNAL REPORTS CHECKED: Committee reports
FEDERAL AGENCIES CHECKED: N/A
GENERATION OF MATTER
The Reports Analysis Division ("RAD") referred this matter
to the Office of General Counsel on July 3, 1985, after their
review of reports filed by the Rhode Island Republican Campaign
Committee ("Rhode Island Committee"). An update to this referral
was received by this office from RAD on September 16, 1985.
SUMMARY OF ALLEGATIONS
The Rhode Island Committee, the Federal account of the Rhode
Island Republican Party, was referred to this Office for possible
violations of 2 U.S.C. § 441b(a), and §S44la(f) of the Federal
Election Campaign Act of 1971, as amended, ("Act") and 11 C.F.R.

§ 102.5(a) (1) (i) and § 102.6(a) of the Federal Election

Commmission's ("Commission's") regulations. The bases for these

allegations are receipts in excess of $46,000 from five
unregistered organizations, as disclosed on the Rhode Island

Committee's reports in 1984.
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PACTUAL AND LEGAL ANALYSIS

A. Factual Background

The Rhode Island Committee operates as the Federal account
established and maintained by the Rhode Island Republican Party
("Party") to finance its political activity in connection with
Federal elections. The Party also maintains a non-Federal
account under the name of the Rhode Island State Central

Committee, to finance non-Federal political activity. The 1984

October Quarterly, 12 Day Pre-general and 30 Day Post-general

reports filed by the Rhode Island Committee disclosed the

following transfers-in from five unregistered, non-Federal

organizations:

Name of
Transferor

1.

2.

GOPAC

Republican
National
State
Elections
Committee

Committee
to Elect

a Republi-
can Legis-
lature

Rhode
Island
Victory
'84 Comm.

Rhode
Island
Repub-
lican State
Central
Committee

Date of

Transfer

9/26/84
10/9/84

9/6/84
9/6/84

9/27/84
10/9/84

10/30/84

11/7/84
11/28/84

11/8/84

Amount of
Transfer

$4000.00
3500.00

7936.00
6535.25

15,000.00
5528.16

$2500.00

$1200.00
194.11

$350.00

$7000.00

$35,000.01

$2500.00

$1394.11

$350.00
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GOPAC is an unregistered, non-Federal organization not
affiliated with the Rhode Island Republican Party. The
Republican National State Elections Committee ("RNSEC") is an

unregistered, non-Federal organization of the same political

party as the Rhode Island Republican Party. The remaining three
transferors, the Committee to Elect a Republican Legislature, the
Rhode Island Victory '84 Committee ("Victory '84") and the Rhode
Island Republican State Central Committee ("State Committee") are
all apparently non-Federal accounts maintained by the Rhode
Island Republican Party for non-Federal political activity.

Requests for Additional Information ("RFAIsS") were sent to
the Rhode Island Committee concerning the transfers. The RFAI
informed the Rhode Island Committee that, if the funds were
intended for state and local election purposes, the amounts of
the transfers must (1) be refunded to the unregistered, non-
Federal organizations or (2) be transferred-out to another non-
Federal account, in order to achieve compliance with the Act.

The Rhode Island Committee's assistant treasurer responded
to RAD's inquiry by indicating that the amounts received were
intended to be spent on state and local races and not on Federal
races, and were, in fact, so spent. 1In written responses to RAD,
it was indicated that all transfers in question were "erroneously
and improperly" deposited into the Party's Federal account, but
that "expenditures from such funds were made for non-Federal
activity only."

On May 2, 1985, the Rhode Island Committee submitted a copy

of a cancelled check dated March 26, 1985, in the amount of
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$46,394.12, as documentation of the transfer to their non-Federal

account of all funds which were misdeposited in their Federal
account. However, the Rhode Island Committee's assistant
treasurer informed RAD in July 1985 that the Federal account had
obtained a bank loan in order to repay the non-Federal account
for the erroneously deposited funds, and the bank loan was in
turn repaid from the non-Federal account. RAD informed the Rhode
Island Committee that this action did not remedy the apparent
violation and that the Federal account was still obligated to
transfer to the non-Federal account an amount representing the
amount of misdeposited funds. In August, 1985, the Rhode Island
Committee's assistant treasurer informed RAD that the Federal
account had repaid the non-Federal account in full with the
proceeds of a fundraiser. On September 16, 1985, RAD received a
copy of a cancelled check as documentation of the repayment.

B. The applicable law

2 U.S.C. § 441b prohibits political committees from
accepting and using contributions from corporations and labor
organizations in connection with Federal elections. 1In order to
ensure that such prohibited monies are not used in connection
with any Federal election, the Commission's regulations, at
11 C.F.R. § 102.,5, prescribe certain requirements for
organizations that intend to finance both Federal and non-Federal
political activity. An organization which is a political
committee under the Act has two alternatives available to it

pursuant to 11 C.F.R. § 102.5(a): (1) it may maintain a single
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account for both Federal and non-Federal political activity, with

such an account containing only contributions subject to the

prohibitions and limitations of the Act, or (2) it may maintain

two separate accounts, one for Federal political activity and one
for non-Federal political activity. In the latter case, all
disbursements, contributions, expenditures, and transfers made in
connection with any Federal election must be from the Federal
account. 11 C.F.R. § 102.5(a)(1l)(i). Only funds subject to the
prohibitions and limitations of the Act shall be deposited in the
separate Federal account. 11 C.F.R. § 102.5(a) (1) (i). Finally,
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).

11 C.F.R. § 102.6 requires certain transfers between
affiliated committees to be made only with funds permissible
under the Act.

2 U.S.C. § 44la(f) prohibits any political committee from
knowingly accepting any contribution in violation of the
contribution limitations of § 44la.

The term "political committee" means any committee, club,
association or other group of persons which receives
contributions aggregating in excess of $1000 during a calendar
year or which makes expenditures aggregating in excess of $1000
during a calendar year. 2 U.S.C. § 431(4)(A).

The term "contribution” means any gift, subscription, loan,
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advance, or deposit of money or anything of value made by any

person for the purpose of influencing any election for Federal

office, 2 U.S.C. § 431(8)(A) (i), while the term "expenditure”

means any purchase, payment, distribution, loan, advance, deposit
or gift of money or anything of value, made by any person for the
purpose of influencing any election for Federal office, 2 U.S.C.
§ 431(9) (A) (i). (emphasis added). All unauthorized committees
shall file a statement of organization within 10 days of becoming
a political committee within the meaning of 2 U.S.C. § 431(4).

Finally, any change in information previously submitted in a
Statement of Organization shall be reported no later than 10 days
after the date of the change. 2 U.S.C. § 433(c).

C. Application of the law to the inter~committee transfers

During September and October of 1984, the Rhode Island
Republican Party received $§ 42,000 in transfers from two
unregistered organizations, GOPAC and RNSEC. At the time the
transfers were made, the Party maintained a Federal account (the
Rhode Island Committee) and a non-Federal account (the State
Committee). Both the Party and the transferors assert that the
funds in question were meant to be deposited in the non-Federal
account and were intended for use solely in connection with non-
Federal elections. The Rhode Island Committee also asserts that
such funds were, in fact, used only in connection with non-
Federal political activity. However the Party misdeposited
funds into its Federal rather than its non-Federal account.

Because the Party was involved in financing both Federal and
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non-Federal political activity, and because in doing so, it had

chosen to proceed under the requirements of 11 C.F.R.
§ 102.5(a) (1) (i) in maintaining two separate accounts, it was
prohibited from depositing any funds not subject to the
prohibitions and limitations of the Act into its Federal account.
Since the funds received from GOPAC and RNSEC and deposited in
the Federal account were not subject to the prohibitions and
limitations of the Act, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 11 C.F.R. § 102.5(a) (1) (i).
GOPAC transferred in excess of $1000, in the aggregate, to
the Rhode Island Committee. However, because the money was not
intended to influence any election for Federal office, the
meaning of contribution under the Act is not satisfied. RNSEC
also transferred in excess of $1000 to the Rhode Island
Committee. RNSEC, because it is of the same political party as
the Rhode Island Committee may make unlimited transfers to the
Rhode Island Committee pursuant to 11 C.F.R. § 102.6(a) (1) (ii)
As a result, the 44la limitations are not triggered, and the
acceptance of this money will not place the Rhode Island
Committee in violation of 2 U.S.C. § 44la(f). Accordingly, the
Office of General Counsel is not recommending a determination
with respect to 2 U.S.C. § 44l1la(f).

D. Application of the law to the intra-committee transfers

In addition to its Federal and non-Federal accounts (the
Rhode Island Committee and the State Committee), the Rhode Island

Republican Party had apparently also established two other non-

Federal accounts: Victory '84 and the Committee to Elect a




Republican Legislature. These non-Federal accounts made

transfers to the Party's Federal account. Again the Party
asserts that such funds were "erroneously and improperly"”
deposited in the Federal account. The Party also states that
such monies were used for non-Federal activity only.

Because the transfers in question were "intra-party"
transfers, the provisions of 11 C.F.R. § 102.6(a), which apply to
transfers between separate entities, are inapplicable here.
Instead the provisions of 11 C.F.R. § 102.5(a) will apply, since
the Party had chosen to maintain separate Federal and non-Federal
accounts and qualified as a political committee at the time of
the transfers. Where, as here, an organization maintains
separate Federal and non-Federal accounts, it is prohibited from
transferring any funds from its non-Federal to its Federal
account. 11 C.F.R. § 102.5(a) (1) (i). Accordingly, the Office of
General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spencer F. Martin Jr., as assistant treasurer
violated 11 C.F.R. § 102.5(a) (1) (i) with respect to the transfers
made from Victory '84, the Committee to Elect a Republican
Legislature and the State Committee.

Although the transfers from Victory '84 and the Committee to
Elect a Republican Legislature exceeded, in the aggregate, $1000
for each, the Office of General Counsel is not recommending a
determination with respect to the failure of Victory '84 and the
Committee to Elect a Republican Legislature to register and

report. Because the transfers from these entities were not




intended to influence any Pederal election and were not so used,

the meaning of contribution or expenditure under the Act is not

satisfied. Where no contribution or expenditure for Pederal
purposes is made, the definition of political committee is not
brought into play under 11 C.F.R. § 100.5, which in turn will
fail to trigger the registration and reporting requirements under
2 U.S.C. § 433 and § 434.

Additionally, 11 C.F.R. § 102.5 expressly permits an
organization wishing to finance both Federal and non-Federal
activity to set up separate accounts to do so. The Rhode Island
Republican Party is operating as just such an organization.
Victory '84 and the Committee to Elect a Republican Legislature
are the non-Federal portion of the party entity (which already
had a reporting Federal account/political committee). */ To
require them to register because of the transfers made to the
Federal account, where the money actually went for non-Federal
purposes, would defeat the purpose of 11 C.F.R. § 102.5(a) and
would render meaningless the distinction between the alternatives
in § 102.5(a) (1) (i) and § 102.5(a) (1) (ii). If the non-Federal
accounts have to register, there would be no distinction between
maintaining a single Federal account or maintaining multiple

Federal accounts. Where, as here, a party organization chooses

*/ See MURs 1165 and 769, in which non-Federal accounts were not
considered to have become reporting political committees because
they were part of entities with already reporting federal
accounts.




to maintain separate Federal and non-Federal accounts as
permitted by 11 C.F.R. § 102.5, the Office of General Counsel
believes the Act's registration requirements are not triggered by
the circumstances of the transfers herein, therefore this office
is making no recommendation with regard to the registration of
Victory '84 and the Committee to Elect a Republican Legislature.

C. Application of the law to the repayment of the transfers

The Rhode Island Committee obtained a commercial bank loan
in the amount of $46,394.12 in order to use the proceeds to
transfer-out all funds which were originally misdeposited in the
Federal account. */ However, the bank loan was repaid by the
non-Federal account, not by the Federal account. Rhode Island
State law permits unlimited corporate and labor union
contributions. However, 2 U.S.C. § 441b prohibits political
committees from accepting and using contributions from
corporations and labor organizations in connection with Federal
elections. Where, as here, the funds used to repay an obligation
incurred by a Federal account, come from a non-Federal account,
the potential exists for prohibited funds to be used for Federal
political activity. 1In repaying the loan with funds from its
non-Federal account, the Rhode Island Committee may have used
corporate or labor union funds to satisfy this obligation. For

the Party to use impermissible funds in this manner would be an

*/ The loan was made necessary, according to the Rhode Island
Committee, because the original deposits had already been spent
on state and local races in Rhode Island.




apparent violation of 2 U.S.C. § 441b. Accordingly, the Office
of General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spencer F. Martin Jr., as assistant treasurer,
violated 2 U.S.C. § 441lb.

F, Failure to designate a new treasurer

The Statement of Organization originally filed by the Rhode
Island Committee on June 22, 1977 lists Ernest R. Beaulieu as
tresurer. No assistant treasurers are listed. The Rhode Island
Committee filed an amended Statement of Organization on July 12,
1982, listing Jonathan T. Isham as the new treasurer. Again, no
assistant treasurer was listed. According to the current
"assistant treasurer", Spencer F. Martin, Jr., Mr. Isham is no
longer associated with the organization. Pursuant to 2 U.S.C.

§ 433(c), a change in treasurers is required to be reported to
the Commission within the ten days. The assistant treasurer, Mr.
Martin, was notified by RAD in August 29, 1984, that a new
treasurer should be appointed, and that the Commission should be
notified in writing of such. To date the Commission has received
no notification of a change in treasurers by the Rhode Island
Committee. Accordingly, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin

Jr., as assistant treasurer, violated 2 U.S.C. § 433(c).




RECOMMENDATIONS

The Office of General Counsel recommends that the
Commission:

1. Open a MUR

2. Find reason to believe that the Rhode Island Republican
Party/Rhode Island Republican Campaign Committee and Spencer F.
Martin, Jr., as assistant treasurer, violated 2 U.S.C. § 433(c).

3. Find reason to believe that the Rhode Island Republican
Party/Rhode Island Republican Campaign Committee and Spencer F.
Martin, Jr., as assistant treasurer, violated 2 U.S.C. § 441b.

4, Find reason to believe that the Rhode Island Republican
Party/Rhode Island Republican Campaign Committee and Spencer F.
Martin, Jr., as assistant treasurer, violated 11 C.F.R. §
102.5(a) (1) (i).

5% Approve the attached letter with questions.

6. Approve attached Factual and Legal Analysis.

Charles N. Steele
General Counsel

V/AIMU bo 1 508”

Date Kenneth A. Gross’
Associate General Counsel

(

Attachments
1. Referral Materials
2. Proposed letter
3. Questions
4. Factual and Legal Analysis
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For ur information, companion referrals for the Republican
National State Elections Committee ("RNSEC") and GOPAC are being
forwarded to your office and should be considered in conjunction

with this referral.

If you have any questions regarding this matter, please
contact Lisa Stolaruk at 523-4048.

Attachment




REPORTS ANALYSIS REFERRAL
TO
OFFICE OF GENERAL COUNSEL

DATE: 3 July 1985

ANALYST: Lisa J. Stolaruk

I. COMMITTEE: Rhode Island Republican Campaign
Committee (C00078196)
Spencer Martin, Assistant Treasurerl/
146 Westminster Street, Suite 200
Providence, RI 02903

II. RELEVANT STATUTE: 2 U.Ss.C. §§441b(a) and 44la(f)
11 CFR 102.5(a) (1) (i) and 102.6(a)

III. BACKGROUND:

Receipt of Funds from Unregistered, Non-Federal
Organizations

The 1984 October Quarterly, 12 Day Pre-General and 30
Day Post-General Reports filed by the Rhode 1Island
Republican Campaign Committee ("Rhode Island®™) disclosed a
total of $46,744.12 received from five (5) apparent
unregistered, non-Federal organizations (see Chart and
Attachments 2, 3 and 13). Of this total, $4,244.11 was
received from three (3) accounts which appear to be
maintained by Rhode 1Island for non-Federal activity;
$35,000.01 was received from a non-Federal account of the
Republican National Committee; and $7,500 was received from
a "National Political Action Committee."

The 1984 October Quarterly and 12 Day Pre-General
Reports filed by Rhode Island disclosed receipts totalling
$42,500.01 designated for support of Republican State
elections from the Republican National State Elections
Committee ("RNSEC") and GOPAC, two (2) unregistered, non-
Federal organizations. The funds from the RNSEC were
received between September 6 and October 9, 1984 and the
funds from GOPAC were received between September 26 and
October 9, 1984.

1/ Jonathan Isham, the treasurer of record, is no longer
with the Committee. 1In a conversation on August 29, 1984 with
Mr. Spencer Martin, the Assistant Treasurer, the Reports Analysis
Division ("RAD") analyst told Mr. Spencer that a treasurer should
be apbvointed as soon as possible and the Commission should be

.« in writing of the new treasurer.
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Requests for Additional Information ("RFAIs") for the
1984 October Quarterly and 12 Day Pre-General Reports were
sent to Rhode Island on December S5, 1984. The RFAIs stated
that under 11 CPR 102.5 the Federal account of a political
committee may only receive contributions designated for the
Pederal account and contributions solicited for use in
Federal elections. Since the funds received from RNSEC and
GOPAC appeared to be intended for state and local election
purposes, the RFAIs further stated that the full amounts
must Dbe refunded to the unregistered, non-Federal
organizations or transferred-out to another non-Federal
account (Attachments 4 and 5).

On December 7, 1984, Spencer Martin called the RAD
analyst. Mr., Martin stated that the funds received from
RNSEC and GOPAC were intended for state and local use. He
believed that since RNSEC and GOPAC were located in
Washington, D.C., the money could be deposited in Rhode
Island's Federal account. The RAD analyst informed Mr.
Martin that in general, the source of the funds (i.e., the
permissibility of the funds) and whether or not the
contributing entities were registered would determine
whether funds could be deposited into a Pederal account,
Mr, Martin stated that all of the funds had already been
spent on state and 1local races, and he discussed the
possibility of obtaining a bank loan for purposes of
transferring the funds to Rhode 1Island's non-Federal
account. The RAD analyst recommended that he submit a

etter to the Commission in the interim, outlining the steps
that he intended to take to remedy the situation (Attachment

6).

Mr. Martin called the RAD analyst again on December 11,
1984, and stated that Rhode 1Island's next report would
disclose additional funds that were erroneously deposited in
the Federal account. The RAD analyst stated that Rhode
Island might also be required to transfer those funds to its
non-Pederal account (Attachment 7).

— On December 17, 1984, responses to the RFAIs were
received. The responses stated that the receipts from RNSEC
and GOPAC were "erroneously and improperly deposited" into
Rhode Island's Federal account, but that "expenditures from

" these funds were made for non-federal activity only." 1In
. addition, the responses indicated that steps were being
. taken to transfer the funds to Rhode 1Island's non-Federal

account and that documentation would be submitted once the

_transaction had taken place (Attachments 8 and 9).
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A Second Notice was sent to Rhode Island on December
27, 1984, for failure to transfer-out the funds within
fifteen (15) days from the date of the RFAIs (Attachment
10).

Mr. Martin called the RAD analyst on January 4, 1985,
in response to the Second Notice. He stated that, due to
the Christmas holidays and other circumstances beyond his
control, the transfers could not be accomplished within the
fifteen (15) day time frame cited in the Second Notice. The
RAD analyst recommended that he explain the reasons for the
delay in a letter (Attachment 1l).

Rhode Island's response to the Second Notice, received
January 10, 1985, stated that it was unable to arrange a
meeting of the Executive Committee to approve the transfer
of funds. It appeared that Rhode Island would be unable to

complete the transfer until early February (Attachment 12).

407 2

The 1984 30 Day Post-General Report filed by Rhode
Island disclosed receipts totalling $4,244.11 from three (3)
unregistered, non-Federal organizations which appeared to be
accounts maintained by Rhode Island for non-Federal activity
(Attachment 13).

9

V.
]

An RFAI was sent to Rhode Island for the 30 Day Post-
General Report on January 23, 1985 which stated that, under
11 CFR 102.5, the Federal account of a political committee
may only receive contributions designated for the Federal
account and contributions solicited for use in Federal
elections. The RFAI also requested that the receipts be
refunded or transferred to the non-Federal accounts
(Attachment 14).

R AN 40

Rhode 1Island's response to the 30 Day Post-General
Report RFAI, received February 4, 1985, stated the
following:

Receipts from the Committee to Elect Republican
Legislature and the R.I. Victory '84 Committee
were erroneously and improperly deposited in our
federal account. Expenditures from these funds
were for non-federal activity only.

The response further indicated that Rhode Island expected
the transfers to be made during the month of bruary and
that the funds have been shown as debts owed to the non-
Federal account on Rhode 1Island's Year End Report
(Attachment 15).
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Mr. Martin called the RAD analyst on March 15, 1985 and
stated that the transfer should be accomplished by the
following week (Attachment 16). On March 27, 1985, Mr.
Martin called the RAD analyst and stated that all
impermissible funds had been transferred to Rhode Island's
non-Federal account the day before. He further stated that
Rhode Island should receive the cancelled check at the end
of the month and would forward a copy of the check as proof
of the transfer (Attachment 17).

The RAD analyst called Mr. Martin on April 16, 1985, to
remind him that the Commission had not received any
documentation regarding the transfer of funds. Mr. Martin
apologized for this, but explained that the cancelled check
had not been received from the bank. The RAD analyst
recommended that he send the information in letter form in
the interim (Attachment 18).

Oon April 22, 1985, Rhode 1Island submitted a letter
stating that the transfer was made on March 26, 1985 and
that a copy of the cancelled check would be forwarded upon
receipt (Attachment 19). A copy of the cancelled check, in

the amount of $46,394.12, was submitted on May 2, 1985
(Attachment 20). In an accompanying letter, Mr. Martin
stated that the ",...transfer represents the total of all
funds which were mistakenly deposited into our federal
account instead of our non-federal account.”

OTHER PENDING MATTERS INITIATED BY RAD:

None
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CHART
RECEIPTS FROM UNREGISTERED, NON-FEDERAL ORGANIZATIONS
Amount of

Transfer-
Name of Organization Report/Date Received Amount Received Report/Date Disbursedl/ Out

Republican National State October Quarterly 9/06/84 3/26/85 $35,000.01

Elections Committee i % 9/06/84 G

(""RNSEC") " . 9/27/84 L .
12 Day Pre-General 10/09/84 »

October Quarterly 9/26/84 3/26/85
12 Day Pre-General 10/09/84

Committee to Elect
Republican Legislature 30 Day Post-General - 10/30/84 3/26/85

Rhode Island Victory 30 Day Post-General - 11/07/84 3/26/85
'84 Committee LAl 2 A0 11/28/84 .
("victory 84")2/

R.I. Republican State %
Central Committee 30 Day Post-General - 11/08/84 30 Day Post-General 11/28/84 $ 350.

1/ The March 26, 1985 transfer-out to Rhode 1sland's non-Federal account should be disclosed on Rhode
Island's 1985 Mid-Year Report.

2/ Victory '84 registered as an affiliated committee of the Rhode Island Republican State Central Committee @
on November 2, 1984 but has not filed any reports. The source of funds, therefore, cannot be ascertained.




ELECTION COMMISSION

comMIRrEEH INDEX % DIBCLSURY DOfUMENTS?- (§) (83-84)

RHUOE ISLAND REPUBLICAN CAMPAIGN COMMITTEE PARTY QUALIFIED ID #C0007819%

1983 APRIL QUARTERLY 1JANB3 -31MARA3 83FEC/269/%2%2
JULY QUARTERLY 1APRB3 -30JUNB3 83FEC/277/4410
YEAR-END 1JULB83 -31DECSB3 BAFEC/292/4947
YEAR-END - AMENDMERT 1JUL83 -31DECB) B4FEC/296/3242
STATEMENT OF ORGANIZATION - AMENDMENT 2APRE84 84FEC/306/4788

1JANBS -31MARBS B84FEC/306/4046
- AMENDMENT ~ 1JANSS -31MARSSe 84FEC/313/3%9)
REQUEST FOR ADDITIONAL INFORMATION 1JANSS¢ -31MARES B4FEC/312/2223
JULY QUARTERLY v = 1APRE84 -30JUNB4 84FEC/327/263
JULY QUARTERLY - AMENDMENT v ’ 1APRB4 uru:/:uonscb
NOTICE OF FAILURE TO FILE 1APRG4 84FEC/32%/0623
REQUEST FOR ADDITIONAL INFORMATION 1APREG4 B4FEC/336/1776
ocmm QUARTERLY v v 1JULB4 84FEC/340/1936
OCTOBER QUARTERLY AMENDMENT 1JUL8¢ 84PEC/357/0216
ocrom QUARTERLY AMENDMENT 1JULB4 OSFEC/359/119%
s AMENDMENT 1JUL8¢ BSI'EC/371/4383
AMENDMENT 1JUL84 8SPEC/372/4438
FOR ADDITIONAL INFORMATION 1JULBe 84PEC/3%1/3223
REQUEST FOR ADDITIONAL INFORMATION 2ND 1JUL84 BAFEL/3%7/5348
PRE-GENERAL A A 10CT84 B4FEC/347/1848
PRE-GENERAL . AMENDMENT 10CT84 84TFEC/357/0217
PRE-GENERAL AMENDMENT 10CT84 83FEC/359/1441
PRE-GENERAL AMENDMENT 10CT84 8SFEC/371/4382
PRE-CENERAL AMENDMENT 10CT84 83FEC/372/4437
REQUEST FOR ADDITIONAL INFORMATION 10CT84¢ B4FEC/351/3218
REQUEST FOR ADDITIONAL INFORMATION 2ND 10CTB4 B4FEC/357/462
180CT84¢ B4AFEC/353/4806
- AMENDMENT - - 190CT8¢ 83FEC/364/1408
- AMENDMENT - 190CT84 8SFEC/371/3989
- AMENDMENT - 180CT84 8SFEC/372/4033
REQUEST FOR ADDITIONAL INFORMATION 180CT84 8SFEC/361/108
YEAR-END 1,300 2980VB4 B8SFEC/363/4%2

TOTAL 74,773 : TOTAL PAGES
A1l reports listed above have been reviewed.

Ending cash-on-hand as of 12/31/84: $1,924
Debts and obligations owed by the committee as of 12/31/84: $46,394.12
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146 Vestainster Street, Suite 300
l:ovuuu. R 02009

IGentification Bumber: C00078196

Referemce:s October Quarterly Repoct (7/1/84~9/30/94)
Dear Mz. Isham:

This letter is pecompted by the e—uu-'-
tevieow of the cepoct(s) ceferenced above.
Qquestions oonocerning oeztaia iaformation m ia ¢he
tepoct(s). An itemisation fellows:

=Schedule A of your tepoct discloses reseipts fsem the

blican National State Blecticms vommittes )

GOPAC (pertinent portion attached). Asver X
letter from the mum Bational OCammittes
JISEC was created solely suppoct -lm i.
election :o ‘::ato a:l l:ul otuoo:.. u!l .nnu-.
purpose O receipt from GOPAC sted as “sugpect
of Republican state elections®.

Under 11 CFR 102.35, omly funds m to the
cohibitions and limitations of -‘y be
posited into the Pederal acocount d . pol

committee. Purthermocte, & political committes may -:!

teceive (i) oontributions designated for the Peder
acoount, and (ii) oontridbutions which bhave OLeon

;:%t:ttnz’!ot use in Pederal elections. BSee 1} OM

a o

Since the funds received fzom the MISEC and GOPAC
‘appacently {intended for state and 1ocal electiom
g:mn. the full amounts must Lo cefunded G Cthe
SEC and GOPAC or transferzed-out ¢0 another nee-
:odo::lt ‘ace:uat.‘u D.l::n l‘n‘!.on the ‘a?'uu-
amediately in writing peov photocopies your
checks for the refunds ocr transfers-ouwt. Tour Gest
geport should disclose the refunds on Schedule B fec
Line 2€a. If, bhowever, the {mperaissible funde are
transfecred-out, ur nest ceport should disclose Ch
disbursements on Schelule B for Line 20 eoc Lin~ 27, @8
apprcpriate. 7

r

13223

-
]

R403 3




Page 2 of 2)

®
-
‘4,%

s i

. ' )"q“‘ L\”o' AN

A s 5
SR S

SEEEET————

- 0“'
alt b the Commission -3 fucther u.n'-u-

gogacd the acoeptance enissible funds
.:c':qt :'otnl o um!u-uttz. tends ia "lg
vill be taken iato comsideration.

=Please provide the mailing addzess and the o
the two disdecrsements to Netto Nail 1isted ea
9 supporting Line 19.

=Please cl.uu -u cmadlmn ulo foc phome OGumk
mtvuu-. ‘wtm oc these expenditures
were of mcu x unu!ul Pedecal
elndtdat.l. they should be disc on Schefule B 2 ¥
for Line 21 oc 23 and include the amount, same, slfcess
:: :o!‘ufo uogbt by each caadidate. 11 CFR 184.30M)

An amendment to your ocriginal rzepoct(s) cocrecting the sheve
peoblemn(s) should be luod with the PFederal Blectioa
within fifteen (15) days of the date of this letter. If gyeu ased
assistance, please feel free ¢o ooauet s on our Call-fres
sumber, (800) 424-9530. Ny local number is (202) 523-40488.

Sincecely,

CPeSAS 7=

Lisa Stolaruk
Senior Reports Analyst
Reports Analysis Divisioa
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FEDERAL ELECTION COMMISSION
WASIBICION. B.C. 3900 *

a0~

Joaathan Isham, Treasurer

' Bhode Island Republicea

: State Ceatral Committee
146 Westainster Street, Suite 200
Pzovidence, RI 02093

Identification Bumber: C00070196
.} Reference: 12 Day Pre-General Repoct (10/1/846-10/17/84)
i Dear Nr. Isham:

This letter {s prompted the Comissiea‘’s prelimisary
teview of the upct(i') n!ouzol above. The reviev czaised
questions ooncerning oertain {iaformation ocoatainsd 1a the
report(s). An itemisation follows:

=Schedule A of your repoct discloses receipts froa the
Republican Natiomal State Elections Committee (“EEEEC®)
and QGOPAC (pertinent portion attached). Accozdiang to &
letter from the Republican Natiomal Committee, the
MISEC was created solely to support ocaadidates for
election to state and local offices. Ia afditiom, the
purpose of the receipt from GOPAC is listed as “swppoct
of Republican l'tltt elections®.

Under 11 CFR 102.5, only fumds ssbject ¢to the
tohibitions and 1limitations of the Act may be
posited into the Pederal account of a politicsl
committee. Purthermore, a political committee may oaly
receive (i) oontributions designated focr the Pederal
account, and (ii) ocontcibutions which bhave been
::;tgttﬁn!ot use in Pederal elections. See 11 COM
-S(a s

Since the funds received fcom the RNSEC and GOPAC were
apparently intended for state and 1local election
purposes, the full amounta sust be cefunded ¢t0 the
RNSEC and GOPAC or transferred-out to another mon-
Pederal account. Please infora the Commission
ismediately in writing and provide photocopies of your
checks for the re’inds or transfers-cut. Your aext
teport should disclose the refunds on Schedule B foc
Line 26a. If, however, the imperaissidble funds are
transferced-cut, ur next report should disclose the
disbursements on Schedule B for Line 20 o Line 27, as
appropriate. (o p

i $52101 8

R {4043




a . t:. Commission -3 take
peompt .x'otna ot ttansfer-oet
vill be Caken into comsidecatiean.

-Dlu:: ‘ch:u

afivectie

all of (T ltun.t::.-h on
epecitically identified Pederal candidates,

be disclosed on Schedule B oc P for Line 21 o &9

! include the amocunt, asme, address ead office ssught
'n each candidate. 11 CFR 104.3(dD) and 106.1.

o« -Please provide s Schedule C or D, as appropciste,

support the eantry of $7,442.03 cepo-ted ea Lime 10
o :bol;:uy&?o.’ m'n::.hbu sast h:tu-t
epor -l they ase ¢ t sepaid ox tied.
& CFR 104.3(6).
=Your seport discloses 1inited paynsats
sdainistrative expenses. Basch oommittes
sepacate Vederal and noe-Federal asccounts fis

13219

to allocate any administrative expesses
accounts in proportion ¢o the amownt of feads
on Pederal and non-Pederal elections or ea

™
°

teasonable basis. Administrative exzpenses ace
day-to-day ocosts of .rutln the committee,

gent, utilities, aries aend other niscellansous
office expenses. The Pederal account of the committee
Bust pay its share of such expenses. 11 CFR 106.1(e)
and 102.5(a) (1) (1).

If your organisation bas incurred such administrative

!
costs and your non-Federal account has paid for al
such oosts, your Pederal account must ceisburse the
non-Federal account for its portion of the expeases.

R4N0JI3I

The amount {ncurred by the Pederal account chould be
disclosed as a dedt or odligation owed to the mom-
Pederal acoount on Schedule D supporting Line 10 of the
Summary Page. When payments are made toward the @edt,
they should be ceported om Schedule B o?nlu Line
19 of the Detailed Summary Page and the dedt should be
teduced by & corresponding amount.

An amendment to ¢ original report(s) correcting the above
problea(s) snould boy:‘l'.‘od v'ub the Pederal BRlectioa Commission
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ATTACHMENT 6
‘ TELECON .

ANALYST: Lisa Stolaruk 5
CONVERSATION WITH: Spencer Martin (401)421-2570
COMMITTEE: Rhode Island Republican Campaign Committee
DATE: 12/7/84

SUBJECT(S): Contributions from GOPAC and the Republican National State
Elections Committee

Mr. Martin called this morning regarding the Requests for Additional
Information that we had sent to the comnmittee. The committee's October
Quarterly and 12 Day Pre-General reports disclosed contributions
received from GOPAC and the Republican National State Elections Committee,
both of which are apparently committees which operate strictly on
the non-Federal level and thus are not registered with the FEC. Mr.
Martin confirmed the fact that the contributions were intended for
state and local use. However, he stated that, since both of the
committees were headquartered in Washington, he thought that the
money could be deposited in Rhode Island's Federal account. I informed
him that the source of the funds (i.e., the permissibility of the
funds) and whether the committees were registered with the FEC would
both dictate whether the contributions could be deposited into the
Federal account.

Mr. Martin stated that the money has already been used on state
and local races. I explained that the committee must either refund
the full amounts to the contributing committees or transfer the
total amount of the contributions to its non-Federal account. Mr. Martin
discussed the possibility of securing a bank loan in order to transfer
the contributions to its non-Federal account. I recommended that
he submit a letter to the Commission in the interim, outlining the
steps that he intends to take in order to rectify the situation.
Furthermore, I requested that, once the refund had been made to
the non-Federal account, he submit a copy of the check to the
Commission.
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ATTACHMENT 7

‘ TELECON . @

ANALYST: isa Stolaruk
CONVERSATION WITH:  spencer Martin (401)421-2570
COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 12/11/84
SUBJECT(S): Responses to RFAI's

Mr. Martin called seeking guidance as to the manner in which
to respond to the Requests for Additional Information that were
sent to the Committee. With regard to the payments for political
advertising and phone bank activity, Mr. Martin stated that all
of the payments were made in support of state and local candidates.
He reiterated his previous explanation that, for the periods in
question, all of the activity was conducted on behalf of state and
local candidates. I told him to respond as such in a letter.

I also questioned the lack of administrative expense payments

for the 12 Day Pre-General Election period. He wanted to know
whether they needed to allocate expenses if all of the activity
was non-Federal. Since the committee had been consistent with
transferring funds to its non-Federal account for administrative
expenses in prior periods, and if all of the activity for the

pre election period was indeed non-Federal, I told Mr. Martin that
it was probably unnecessary to allocate expenses for this period.
I requested, however, that he respond to this question in

writing.

Mr. Martin also mentioned that the coomittee's next report
will disclose other receipts that were erroneously deposited in
the committee's Federal account, but were non-Federal in nature.

I told him that the money would most likely have to be transferred
out to the non-Federal account.

I
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ATTACHMENT 8

Ak L. e FEC

fnngde lejand P

P dy—

Provdance. Aneds lelang QR0 JORN A MHSIMmes. Jr /Chasrman
40V/4n-2870
Decesber 12, 1904

Pederal Election Commission
1329 KX Street, W

Washington, DC 20463

Attention: Lisa Stolaruk
Reports Analysis Division

Identification No.: C0007819¢
Reference: October Quarterly Report (7/1/84 - 9/30/84)
Dear 8irs:

In answer to your letter of December 3, 1904,
we wish to submit the following amsndments and
additional information to our October Quarterly Reports:

1. The railing address for MetroMail is:
Metromail Advertising
S151 Wisconsin Ave., W
Washington, DC 20016
These expenditures were for the purpose of
merging telephone numbers into state woting
lists to be used for voter contact and local
candidate advocacy follow up.

2. All phone bank and mass mailing expendi-
tures vere made on behalf of local and state
candidates only.

We agree that receipts from the Republican
National State Elections Committee and GOPAC were
erroneously and improperly deposited into our federal
account instead of our non-federal account even though
expenditures from these funds were made for non-federal
activity only. Steps are being taken to transfer these
funds from our federal account to our non-federal.
Proof of transfer will be frowarded to you when it

has been completed.
Sincerely, /
. ”o / [}
Assistant Treasurer

RHODE ISLAND REPUBLICAN PARTY

%




~ ATTACHMENT 9

R’L e Islan

epublican FPa

Suite

Pongonse. Anege isisne 02903 JOhn A Hoimes. Jr /Chesrmen
RS0 Decesber 12, 1984

Federal Blection Comxission
1325 K Strest, NV
Waglington, DC 20463

Attention: Lisa Stolazruk
feports Analysis Division

Identification Mo.) C00070196¢
Maferecce: 12 Day Pre~General Report (10/1/84 - 10/17/84)
Dear Sirs:

In answer to your letter of Lecember S, 1984,
ve wish to submit the following amendments and additiomnal
information to our 12 Day Pre-General Feport:

1. All expenditures for phone bank, advertising
and mass mailing activities were made on beahalf
of local and state candidates omly.

2. Schedule D in support of the entry of $7443.83
zeported on line 10 is attacheé to this lettsr.
This was inadvertently ommitted vhen report filed.

3. ¥We believe that we have allocated and paid
the fair share of administrative expenses for
the federal account to the non-federal account
in all prior reporting periods. Activity during
the period of the 12 Day Pre-General Election
Report was entirely non-federal.

79217

hgE—

8 4Nn33

We agree that receipts from the Republican Rat'l
State Elections Committee and GOPAC were erronecusly and
improperly deposited in our federal account even though
expenditures from these funds were made for non-federal
activity only. We are taking steps to transfer these
funds from our federal account to our non-federal account.
Proof of transfer will be forwarded to you when it has {
been completed. g

s Xl

Assistant Tnuuu'rt
RHODE ISLAND REPUBLICAN PARTY




ATTACHMENT 10

FEDERAL ELECTION COMMISSION

WASHINGION DC e RQ-3

December 27, 1984

Jonathan Ishar, Treasurer

Rhode Island Republican State
Central Committee

146 Westminster Street

Suite 200

Providence, RI 02093

Identification Number: C00078196

Reference: October Quarterly (7/1/84-9/30/84) and 12 Day Pre-
General (10/1/84-10/17/84) Reports

Dear Mr. Isham: .

On December S, 1984 you were notified that a review of the
above-referenced report(s) raised questions as to spocit;c
contributions and/or expenditures, and the reporting of certain
information required by the Federal Eilection Campaign Act.

The Commission is in receipt of your committee's responses,
dated December 12, 1984. In these letters, Spencer F. Martin,
Assistant Treasurer, states the committee's intention to transfer
the funds received from GOPAC and the Republican National State
Electionrs Cormittee to a non-federal account.

Although the Commission may take further action nqnd;ng
this matter, prompt action by you to effect these transfers will
be taken into consideration. Documentation of these ttangfegs
shouid be filed with the Federal Election Commnission within
fifteen (15) days from the date of this notice.

If you should have any questions related to this mtsot.
Please contact Lisa Stolaruk on our toll-free numbe:r (800) <24~
953J or our local number (202) 523-4046.

Sincerely,

0

John D. Gibson
Assistant Staff Director
Reports Pnalysis Divisior




‘ ATTACHMENT 11

. TELECON @

ANALYST:  |isa Stolaruk
CONVERSATION WITH: Spencer Martin

COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 1/4/85
SUBJECT(S): Refunds to state/local account

Mr. Martin received a second notice to the RFAl's requesting
documentation of the refunds/transfers to their non-Federal account
of the impermissible funds. He stated that the refunds have not
yet taken place due to the Christmas holidays, the upcoming Presidential
Inauguration and various other circumstances beyond his control. He
stated that he would not be able to respond within the 15 day time
limit. I recommended that he explain the circumstances in a letter
to the Commission and that once the transactions were completed, to
send in the documentation.




%@'ﬁf’&# 4 i) ag: b

JOhn A Heimes. Jr./Ohasrmen
Jasuary 7,1008

Yedezral Rlection Cosmission
1325 K Street, W
Washington, DC 20463

Atta: Lisa BStolaruk :
Reports Analysis Diviséon

l1dentification MNo.: C00078196

heferen Quarterly Report (7/1/84 - 9/30/84) and
°:; Day Pt:-zouxll h"g uon.;u/- 10/17/84)

Dear S8irs:

. In a letter from John D. Gibeon dated
December 27, 1984, it wvas stated that docurentatien
of fund transfers from our federal to ocur mom-
federal account should be filed vith the Pederal
Rlection Commission within (15) fifcteen days.

It had been our hope that these transfers
could have been effected Ly now. Such a transfer of
funds and our bank's envolvement require the approval
of our Executive Corrittee. We have been wnable ¢o
arrange a meeting of the Committee, however, due to
the holiday period ané vacations of various mecbers.

It now appears that we will be unable to
complete transfer of the funds in question until
early February. If this is not acceptible to the
Pederal Llection Corrission, please call me
imnediately.

Sincerely,

:ﬁﬂh X /

Spéncer F. .'hrttn.dt'/f
Assistant Treasurer
Rhode Island Pepublicen Party

/
i
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FEDERAL ELECTION COMMISSION
WASHINGTION, DC 2000

JN 23 8%

Jonathan Isham, Treasure:

Rhode Island Republican Campaiga
Committee

146 Westainster Street

Suite 200

Providence, RI 02093

Identification Number: C0007819¢
Refeczence: 30 Day Post-Genecral Report (10/18/84-11/20/84)
Dea* Nt. Isham:

This letter is prompted by the Commission's prelimimary
teview of the ceport(s) ceferenced above. The ceviev caised
questions concerning certain iaformation oontained ia ¢Che
geport(s). An itemisation follows:

=~Schedule A of your ceport discloses receipts totalliag
$4,244.11 from accounts which appear to be maintaimed
by your committee for non-Federal activity (pectimeat
portion attached). If so, please be advised that such
transfers ace peohibited under 11 CPR 102.5(a) (1) ()
and the full smount of the transfers should be ceturned
to the non-Pederal accounts. Please infora the
Commission immediately {mn writi and peovide o
photocopy of your checks cepresenting the transfers-
out, In addition, the transfers-out should be
disclosed on a supporting Schedule B for Line 27 of
your next ceport.

Although the Commission may take further legal action
tegatding the acceptance of funds from non-Pederal
accounts, t prompt transfer-out of the funds in
question will be taken into consideration.

=Your teport discloses limited payments for
adninistrative expenses. Bach coamittee wtilisi
sepacate Pederal and non-Pederal aeccounts is cequic
to allocate any adainistcative eapenses between the
accounts in proportion to the amount of funds expe

on PRederal and non-Pederal elections ot on another
geasonable basis. Adainistcative expenses ace those
day-to-day costs of cating the committee, including
tent, utilities, salaties and other aiscellanecus
office expenses. The Federal account of the committee
sust y its shece of such expenses. 11 CPR 106.1(e)




(rage ¢ or ¢,
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It your organisation has incurced such administrative
ocosts and your non-Pederal account has peid for all
such ocosts, your Pederal acoount sust ceimbucse the
aocn-Fedezral acoount for its pocrtion of the espenses.
The amount incutced by the Pederal account should be
disclosed as a dedbt or obligaticn owed to the moa-

Pedecral acoount on Schedule D supporting Line 10 of the
Summacy Page. When payments are made toward the debt,
they should be reported on Schedule B supporting Lime
19 of the Detailed Summary Page and the dedt should be
teduced by a corresponding amount.

-Please clarify all exzpenditures made for political
advertising, litical printing and rnt:zt foe
political mailing. It a portion or all these
expenditures were made on bebal? of specifically
fdentified Pederal candidates, they should be disclosed
on Schedule B or P for Line 21 ot 2} and include the
amount, name, address and office sought by esch
candidate. 11 CPFR 104.3(d) and 106.1.

An amendment tc your original report(s) cotrecting the above
problea(s) should be filed with the Pederal Blection Commissioa
within fifteen (15) days of the date of this letter. If you meed
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. Ny local number is (202) 523-4048.

Sincerely,

P A G 7=

Senior Reports Analyst
Reports Analysis Division
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Fedezal Blection Commission
1328 K Street, WW

Yashington, DC 2046)

Attn: Lisa Stolazruk
Reports Analysis Division

Idantification Mo.s C00070196¢
Reference: 30 Day Post-Gemeral Report (10/19/64 - 11/20/84)
Dear 8irs:

In answer to {ou letter of Janwary 23, 1985, we
vish to submit the following amendments suéd additiomsl
information to our 30 Day Post-Ceneral Report.

1. We believe that we have allocated and paid the
fair share of adainistrative expensss for the
federal account to the non-federal accownt in all
prior ngotunq periods. Activity during the period
of ﬂt':d: I:ay Post=-General Report vas eatirely
non- zal,

2.Expenditures mede during this reporting period
for political advertising, political priantisg
and postage for the politicel mailing were mede
entirely support of candidates for the Mhode
Island Cencral Assesbly (State Senators and State
Representatives). 2

3. Receipts from the Committee to Elect Pepublican
legislature and the R. I. Victory ‘84 Committee
vere erronecusly and improperly deposited in our
federal account. Expenditures from these funds were
for non-federal activity omly.

¥e have bequn steps to transfer these funds to owr
non-federal account and expect that this transfer can be
oompleted during the month of Pebruary. These funds have
been correctly shown in our yearend report as dedbts to owr
non=-federal account. Proof of transfer will be forwarded
to you vhen it has been corpleted. )j

i KU

Assistant Treasurer

PN 3 3 SN4) 4908




. TELECON .

ANALYST: Lisa Stolaruk

CONVERSATION WITH: Spencer Martin  (401)421-2570
COMMITTEE: Rhode Island Republican Campaign Committee
DATE: 3/15/85

SUBJECT(S): Transferring non-Federal contributions

Mr. Martin called this afternoon to inform me that the
committee should be transferring the non-Federal contri-
butions to their non-Federal account sometime next week.

He apologized for the delay and explained that the
newly-elected Republican governor had several other matters

to attend to and that this matter had received low priority.

I recormended that, if the transfers could not be carried
out next week, that he send a letter explaining the reasons
for the delay.

ATTACHMENT 16

D,




® TELECON O ‘@

ANALYST: Lisa Stolaruk

CONVERSATION WITH: Spencer Martin

COMMITTEE: Rhode Island Republiican Campaign Committee
DATE: 3/27/85

SUBJECT(S): Transfer of impermissible funds

Mr. Martin called this morning to inform me that the committee
transferred all impermissible funds to the non-Federal account
yesterday. He said that they should receive the returned check
by the end of this month and that he would send a copy of the
as proof of the transfer.




| ATTACHMENT 1
® TELECON O W

ANALYST: Lisa Stolaruk

CONVERSATION WITH: Spencer Martin
COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 4/16/85

SUBJECT(S): Documentation of the transfer of funds to
non-Federal account

I called Mr. Martin this morning to remind him that we have
not received any documentation from the committee regarding
the transfer of impermissible funds to their non-Federal
account. Mr. Martin apologized for this and explained

that the cancelled check had not been received from their
bank. I recommended that he send us the information in
letter form in the interim.
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April 16, 1968

Federzral Rlection Commission
1323 Kk Street, WM
Washington, DC 20463

Atta: Lisa Stolaruk
Reports Analysis Division

Identification ¥No.s C00078196

Reference: 30 Day Post-General Report(10/19/84 - 11/28/84)
12 Day Pre-General Report (10/1/84 - 10/17/84¢)
Quarterly RUport (7/31/84 - 9/30/84)

Dear 8irs:

We wish to inform you that tae funds which
were erronecusly deposited into our federal accoumt
during 1984 have been transferred to our mca-
m:; The actual transfer was made oa Mazch

[ A o

Proof of transfer in the form of a copy of
our cancelled check will be forwarded to you. We
should receive the cancelled check with our nmext
bank statement for the month ending April 22, 198S.

Sincerely,

i Yt L

Assistant Treasuser
Rhode Island Repullican Party
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Republican Party @” i

e e
Providence. Rhode Istand 02903 John A. Holmes, Jr./Chairman
401/421-2570

April 29,1985

Federal Election cormmission
1325 K Street, W
Washington, DC 20463

Attn: Lisa Stolaruk
Reports Analysis Division

Identification No: 00078196

References 30 Day Post-General FRoport - 1984
12 Day Pre- General Report - 1984
Quarterly Report (7/1/84 - 9/30/84)

Dear Sirs:

I am very happy to enclose a copy of our
cancelled check in the amount of $46,394.12
as proof of transfer of funds from our federal
account to our non-federal account. This transfer
represents the total of all funas which were
mistakenly deposited into our federal account
instead of our non-federal account.

I believe that this will conclude a
rather lengthy situation whicih we brought
upon ourselves by a simple inadvertent mistalke.
Thank you for you patience.

Since ;y, . : /-
i K /44/;% '

/
s Mar
Assistant Treasurer
Rhode Island Repuhlican Party

cc: Lynda D. Harry
Agssistant Treasurer
GOPAC
Washington, DC
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ATTACHMENT 2 @

FEDERAL ELECTION COMMISSION

WASHINGTON D C 20463

Spencer F. Martin, Jr., Assistant Treasurer
Rhode Island Republican Campaign Committee
146 Westminister Street, Suite 200
Providence, RI 02903

RE: MUR

Rhode Island Republican Party/
Rhode Island Republican
Campaign Committee and Spencer
F. Martin, Jr. assistant
treasurer

Dear Mr. Martin:

On , 1985, the Federal Election Commission
determined that there is reason to believe that the Rhode Island
Republican Party/Rhode Island Republican Campaign Committee and
you as assistant treasurer, violated 2 U.S.C. 5 433(c) and
S 44lb, provisions of the Federal Election Campaign Act of 1971,
as amended ("the Act") and 11 C.F.R. § 102.5(a) (1) (i) 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 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 your
committee and you, as assistant 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
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
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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 ?riefs on
probable cause have been mailed to the respondent will not be
entertained.

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

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. §§ 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 Eric
Kleinfeld, the attorney assigned to this matter, at (202) 523-
4000.

Sincerely,

John Warren McGarry
Chairman

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




ATIACHMENT 3

Questions for the Rhode Island Republican Party/Rhode Island
Republican Campaign Committee

On , 1985, the Federal Election Commission
("Commission®) determined there was reason to believe that the
Rhode Island Republican Campaign Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 2 U.S.C. § 433(c) and
§ 441b of the Federal Election Campaign Act of 1971, as amended,
("Act") and 11 C.F.R. § 102.5(a) (1) (i) of the Commission's
Regulations.

As part of its investigation into this matter, the
Commission requests that answers be provided to the following
questions. The "loan" refers to the $46,394.11 loan which the
Rhode Island Republican Campaign Committee obtained from the
Rhode Island Hospital Trust National Bank in order to repay a
non-Federal account for misdeposited funds.

1 State the name of the non-Federal account which repaid
the loan.

20 State the date on which the non-Federal account repaid
the loan.

State the total amount of funds in the non-Federal
account named in Question 1 on the date of the loan
repayment.

On the date of the loan repayment, was any of the money
contained in the non-Federal account named in Question
1l attributable to corporate contributions?

If the answer to question number 4 is yes, state the
total amount of funds in the non-Federal account which
had a corporate source on the date of the loan
repayment.

On the date of the loan repayment was any of the money
contained in the non-Federal account named in question
1 attributable to labor union contributions?

If the answer to question number 6 is yes, state the
total amount of funds in the non-Federal account which
had a union source of the date of the loan repayment.




ATTACHNENT 4 @)

FEDERAL ELECTION COMMISSION

GENERAL COUMSEL'S FACTUAL AND LEGAL ANALYSIS
RESPONDENT: Rhode Island Republican MUR ¢ .
Party/Rhode Island REFERRAL § 85L-28

Republican Campaign STAFF: Eric Kleinfeld

Committee and Spencer
F. Martin, Jr., Assistant
treasurer

SUMMARY OF ALLEGATIONS

The Rhode Island Committee, the Federal account of the Rhode
Island Republican Party, was referred to this Office for possible
violations of 2 U.S.C. § 44lb(a), and §44la(f) of the Federal
Election Campaign Act of 1971, as amended, ("Act") and 1l C.F.R.
§ 102.5(a) (1) (i) and § 102.6(a) of the Federal Election
Commmission's ("Commission's") regulations. The bases for these
allegations are receipts in excess of $46,000 from five
unregistered organizations, as disclosed on the Rhode Island
Committee's reports in 1984.

FACTUAL BASIS AND LEGAL ANALYSIS

A. Factual Background

The Rhode Island Committee operates as the Federal account
established and maintained by the Rhode Island Republican Party
("Party") to finance its political activity in connection with
Federal elections. The Party also maintains a non-Federal
account under the name of the Rhode Island State Central
Committee, to finance non-Federal political activity. The 1984
October Quarterly, 12 Day Pre-general and 30 Day Post-general

reports filed by the Rhode Island Committee disclosed the
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following transfers-in from five unregistered, non-Federal

organizations:

Name of
Transferor

1. GOPAC

2, Republican
National
State
Elections
Committee

Committee
to Elect

a Republi-
can Legis-
lature

Rhode
Island
Victory
‘84 Comm.

Rhode
Island
Repub-

lican State

Central
Committee

Date of
Transfer

9/26/84
10/9/84

9/6/84
9/6/84

9/27/84
10/9/84

10/30/84

11/7/84
11/28/84

11/8/84

Amount of

Transfer

$4000.00
3500.00

7936.00
6535.25

15,000.00
5528.16

$2500.00

$1200.00
194.11

$350.00

$7000.00

$35,000.01

$2500.00

$1394.11

GOPAC is an unregistered, non-Federal organization not

affiliated with the Rhode Island Republican Party. The

Republican National State Elections Committee ("RNSEC") is an

unregistered, non-Federal organization of the same political

party as the Rhode Island Republican Party.

The remaining three

transferors, the Committee to Elect a Republican Legislature, the
Rhode Island Victory '84 Committee ("Victory '84") and the Rhode
Island Republican State Central Committee ("State Committee") are
all apparently non-Federal accounts maintained by the Rhode

Island Republican Party for non-Federal political activity.
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Requests for Additional Information ("RFAIs") were sent to

the Rhode Island Committee concerning the transfers. The RFAI
informed the Rhode Island Committee that, if the funds were
intended for state and local election purposes, the amounts of
the transfers must (1) be refunded to the unregistered, non-
Federal organizations or (2) be transferred-out to another non-
Federal account, in order to achieve compliance with the Act.

The Rhode Island Committee's assistant treasurer responded
to RAD's inquiry by indicating that the amounts received were
intended to be spent on state and local races and not on Federal
races, and were, in fact, so spent. In written responses to RAD,
it was indicated that all transfers in question were "erroneously
and improperly" deposited into the Party's Federal account, but
that "expenditures from such funds were made for non-Federal
activity only."

On May 2, 1985, the Rhode Island Committee submitted a copy
of a cancelled check dated March 26, 1985, in the amount of
$46,394.12, as documentation of the transfer to their non-Federal
account of all funds which were misdeposited in their Federal
account. However, the Rhode Island Committee's assistant
treasurer informed RAD in July 1985 that the Federal account had
obtained a bank loan in order to repay the non-Federal account
for the erroneously deposited funds, and the bank loan was in
turn repaid from the non-Federal account. RAD informed the Rhode
Island Committee that this action did not remedy the apparent
violation and that the Federal account was still obligated to

transfer to the non-Federal account an amount representing the
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amount of misdeposited funds. In August, 1985, the Rhode Island
Committee's assistant treasurer informed RAD that the Federal
account had repaid the non-Federal account in full with the
proceeds of a fundraiser. On September 16, 1985, RAD received a
copy of a cancelled check as documentation of the repayment.
B. The applicable law
2 U.S.C. § 441b prohibits political committees from
accepting and using contributions from corporations and labor
organizations in connection with Federal elections. 1In order to
ensure that such prohibited monies are not used in connection
with any Federal election, the Commission's regulations, at
11 C.F.R. § 102.5, prescribe certain requirements for
organizations that intend to finance both Federal and non-Federal
political activity. An organization which is a political
committee under the Act has two alternatives available to it
pursuant to 11 C.F.R. § 102.5(a): (1) it may maintain a single
account for both Federal and non-Federal political activity, with
such an account containing only contributions subject to the
prohibitions and limitations of the Act, or (2) it may maintain

two separate accounts, one for Federal political activity and one

for non-Federal polifical activity. In the latter case, all

disbursements, contributions, expenditures, and transfers made in
connection with any Federal election must be from the Federal
account. 11 C.F.R. § 102.5(a)(l)(i). Only funds subject to the
prohibitions and limitations of the Act shall be deposited in the
separate Federal account. 11 C.F.R. § 102.5(a)(1l)(i). Finally,

no transfers may be made to such Federal account from any other
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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).

11 C.F.R. § 102.6 requires certain transfers between
affiliated committees to be made only with funds permissible
under the Act.

2 U.S.C. § 44la(f) prohibits any political committee from
knowingly accepting any contribution in violation of the
contribution limitations of § 44la.

The term "political committee” means any committee, club,
association or other group of persons which receives
contributions aggregating in excess of $1000 during a calendar
year or which makes expenditures aggregating in excess of $1000
during a calendar year. 2 U.S.C. § 431(4) (A).

The term "contribution" means any gift, subscription, loan,
advance, or deposit of money or anything of value made by any

person for the purpose of influencing any election for Federal

office, 2 U.S.C. § 431(8) (A) (i), while the term "expenditure"
means any purchase, payment, distribution, loan, advance, deposit
or gift of money or anything of value, made by any person for the

purpose of influencing any election for Federal office, 2 U.S.C.

§ 431(9) (A)(i). (emphasis added). All unauthorized committees
shall file a statement of organization within 10 days of becoming
a political committee within the meaning of 2 U.S.C. § 431(4).

Finally, any change in information previously submitted in a
Statement of Organization shall be reported no later than 10 days
after the date of the change. 2 U.S.C. § 433(c).
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C. Application of the law to the inter-committee transfers

During September and October of 1984, the Rhode Island
Republican Party received $ 42,000 in transfers from two
unregistered organizations, GOPAC and RNSEC. At the time the
transfers were made, the Party maintained a Federal account (the
Rhode Island Committee) and a non-Federal account (the State
Committee). Both the Party and the transferors assert that the
funds in question were meant to be deposited in the non-Federal
account and were intended for use solely in connection with non-
Federal elections. The Rhode Island Committee also asserts that
such funds were, in fact, used only in connection with non-
Federal political activity. However the Party misdeposited the
funds into its Federal rather than its non-Federal account.
Because the Party was involved in financing both Federal and non-
Federal political activity, and because in doing so, it had

chosen to proceed under the requirements of 11 C.F.R.

§ 102.5(a) (1) (i) in maintaining two separate accounts, it was

prohibited from depositing any funds not subject to the
prohibitions and limitations of the Act into its Federal account.
Since the funds received from GOPAC and RNSEC and deposited in
the Federal account were not subject to the prohibitions and
limitations of the Act, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin,
Jr., as assistant treasurer, violated 11 C.F.R. § 102.5(a) (1) (i).
GOPAC transferred in excess of $1000, in the aggregate, to

the Rhode Island Committee. However, because the money was not
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intended to influence any election for PFederal office, the

meaning of contribution under the Act is not satisfied. RNSEC

also transferred in excess of $1000 to the Rhode Island
Committee. RNSEC, because it is of the same political party as
the Rhode Island Committee may make unlimited transfers to the
Rhode Island Committee pursuant to 11 C.F.R. § 102.6(a) (1) (ii) As
a result, the 44la limitations are not triggered, and the
acceptance of this money will not place the Rhode Island
Committee in violation of 2 U.S.C. § 44la(f). Accordingly, the
Office of General Counsel is not recommending a determination
with respect to 2 U.S.C. § 44la(f).

D. Application of the law to the intra-committee transfers

In addition to its Federal and non-Federal accounts (the
Rhode Island Committee and the State Committee), the Rhode Island
Republican Party had apparently also established two other non-
Federal accounts: Victory '84 and the Committee to Elect a
Republican Legislature. These non-Federal accounts made
transfers to the Party's Federal account. Again the Party
asserts that such funds were "erroneously and improperly"
deposited in the Federal account. The Party also states that
such monies were used for non-Federal activity only.

Because the transfers in question were "intra-party"
transfers, the provisions of 11 C.F.R. § 102.6(a), which apply to
transfers between separate entities, are inapplicable here.
Instead the provisions of 11 C.F.R. § 102.5(a) will apply, since
the Party had chosen to maintain separate Federal and non-Federal

accounts and qualified as a political committee at the time of




the transfers. Where, as here, an organization maintains

separate Federal and non-Federal accounts, it is prohibited from

transferring any funds from its non-Federal to its Federal
account. 11 C.F.R. § 102.5(a) (1) (i). Accordingly. the Office of
General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spender F. Martin Jr., as assistant treasurer
violated 11 C.F.R. § 102.5(a) (1) (i) with respect to the transfers
made from Victory '84, the Committee to Elect a Republican
Legislature and the State Committee.

Although the transfers from Victory '84 and the Committee to
Elect a Republican Legislature exceeded, in the aggregate, $1000
for each, the Office of General Counsel is not recommending a
determination with respect to the failure of Victory '84 and the
Committee to Elect a Republican Legislature to register and
report. Because the transfers from these entities were not
intended to influence any Federal election and were not so used,
the meaning of contribution or expenditure under the Act is not
satisfied. Where no contribution or expenditure for Federal
purposes is made, the definition of political committee is not
brought into play under 11 C.F.R. § 100.5, which in turn will
fail to trigger the registration and reporting requirements under
2 U.S.C. § 433 and § 434.

Additionally, 11 C.F.R. § 102.5 expressly permits an
organization wishing to finance both Federal and non-Federal

activity to set up separate accounts to do so. The Rhode Island
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Republican Party is operating as just such an organization.

Victory '84 and the Committee to Elect a Republican Legislature
are the non-Federal portion of the party entity (which already
had a reporting Federal account/political committee). */ To
require them to register because of the transfers made to the
Federal account, where the money actually went for non-Federal
purposes, would defeat the purpose of 11 C.F.R. § 102.5(a) and
would render meaningless the distinction between the alternatives
in § 102.5(a) (1) (i) and § 102.5(a) (1) (ii). If the non-Federal
accounts have to register, there would be no distinction between
maintaining a single Federal account or maintaining multiple
Federal accounts. Where, as here, a party organization chooses
to maintain separate Federal and non-Federal accounts as
permitted by 11 C.F.R. § 102.5, the Office of General Counsel
believes the Act's registration requirements are not triggered by
the circumstances of the transfers herein, therefore this office
is making no recommendation with regard to the registration of
Victory '84 and the Committee to Elect a Republican Legislature.

C. Application of the law to the repayment of the transfers

The Rhode Island Committee obtained a commercial bank loan

in the amount of $46,394.12 in order to use the proceeds to

*/ See MURs 1165 and 769, in which non-Federal accounts were not
considered to have become reporting political committees because
they were part of entities with already reporting federal
accounts.
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transfer-out all funds which were originally misdeposited in the
Federal account. */ However, the bank loan was repaid by the
non-Federal account, not by the Federal account. Rhode Island
State law permits unlimited corporate and labor union
contributions. However, 2 U.S.C. § 441b prohibits political
committees from accepting and using contributions from
corporations and labor organizations in connection with Federal
elections. Where, as here, the funds used to repay an obligation
incurred by a Federal account, come from a non-Federal account,
the potential exists for prohibited funds to be used for Federal
political activity. 1In repaying the loan with funds from its
non-Federal account, the Rhode Island Committee may have used
corporate or labor union funds to satisfy this obligation. For
the Party to use impermissible funds in this manner would be an
apparent violation of 2 U.S.C. § 441b. Accordingly, the Office
of General Counsel recommends that the Commission find reason to
believe that the Rhode Island Republican Party/Rhode Island
Committee and Spencer F. Martin Jr., as assistant treasurer,

violated 2 U.S.C. § 441b.

*/ The loan was made necessary, according to the Rhode Island
Committee, because the original deposits had already been spent
on state and local races in Rhode Island.
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F. Failure to designate a new treagurer

The Statement of Organization originally filed by the Rhode
Island Committee on June 22, 1977 lists Ernest R. Beaulieu as
tresurer. No assistant treasurers are listed. The Rhode Island
Committee filed an amended Statement of Organization on July 12,
1982, listing Jonathan T. Isham as the new treasurer. Again, no
assistant treasurer was listed. According to the current
"assistant treasurer", Spencer F. Martin, Jr., Mr. Isham is no
longer associated with the organization. Pursuant to 2 U.S.C.
§ 433(c), a change in treasurers is required to be reported to
the Commission within the ten days. The assistant treasurer, Mr.
Martin, was notified by RAD in August 29, 1984, that a new
treasurer should be appointed, and that the Commission should be
notified in writing of such. To date the Commission has received
no notification of a change in treasurers by the Rhode Island
Committee. Accordingly, the Office of General Counsel recommends
that the Commission find reason to believe that the Rhode Island
Republican Party/Rhode Island Committee and Spencer F. Martin

Jr., as assistant treasurer, violated 2 U.S.C. § 433(c).




REPORTS ANALYSIS REFERRAL
TO

OFFICE OF GENERAL COUNSEL

DATE: 3 July 1985

ANALYST: Lisa J. Stolaruk

I. COMMITTEE: Rhode Island Republican Campaign
Committee (C00078196)
Spencer Martin, Assistant Treasurerl/
146 Westminster Street, Suite 200
Providence, RI 02903

II. RELEVANT STATUTE: 2 U.S.C. §§441b(a) and 44la(f)
11 CFR 102.5(a) (1) (i) and 102.6(a)

III. BACKGROUND:

Receipt of Funds from Unregistered, Non-Federal
Organizations

The 1984 October Quarterly, 12 Day Pre-General and 30
Day Post-General Reports filed by the Rhode 1Island
Republican Campaign Committee ("Rhode Island®") disclosed a
total of $46,744.12 received from five (5) apparent
unregistered, non-Federal organizations (see Chart and
Attachments 2, 3 and 13). Of this total, $4,244.11 was
received from three (3) accounts which appear to be
maintained by Rhode 1Island for non-Federal activity;
$35,000.01 was received from a non-Federal account of the
Republican National Committee; and $7,500 was received from
a "National Political Action Committee."

The 1984 October Quarterly and 12 Day Pre-General
Reports filed by Rhode Island disclosed receipts totalling
$42,500.01 designated for support of Republican State
elections from the Republican National State Elections
Committee ("RNSEC") and GOPAC, two (2) unregistered, non-
Federal organizations. The funds from the RNSEC were
received between September 6 and October 9, 1984 and the
funds from GOPAC were received between September 26 and
October 9, 1984.

1/ Jonathan Isham, the treasurer of record, is no longer
with the Committee. In a conversation on August 29, 1984 with
Mr. Spencer Martin, the Assistant Treasurer, the Reports Analysis
Division ("RAD") analyst told Mr. Spencer that a treasurer should
be appointed as soon as possible and the Commission should be
informed in writing of the new treasurer.
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Requests for Additional Information ("RFAIS") for the
1984 October Quarterly and 12 Day Pre-General Reports were
sent to Rhode Island on December 5, 1984. The RFAIs stated
that under 11 CFR 102.5 the Federal account of a political
committee may only receive contributions designated for the
Federal account and contributions solicited for use in
Federal elections. Since the funds received from RNSEC and
GOPAC appeared to be intended for state and local election
purposes, the RFAIs further stated that the full amounts
must be refunded to the unregistered, non-Federal
organizations or transferred-out to another non-Federal
account (Attachments 4 and 5).

On December 7, 1984, Spencer Martin called the RAD
analyst. Mr. Martin stated that the funds received from
RNSEC and GOPAC were intended for state and local use. He
believed that since RNSEC and GOPAC were located in
Washington, D.C., the money could be deposited in Rhode
Island's Federal account, The RAD analyst informed Mr.
Martin that in general, the source of the funds (i.e., the
permissibility of the funds) and whether or not the
contributing entities were registered would determine
whether funds could be deposited into a Federal account,.
Mr. Martin stated that all of the funds had already been
spent on state and local races, and he discussed the
possibility of obtaining a bank 1loan for purposes of
transferring the funds to Rhode 1Island's non-Federal
account., The RAD analyst recommended that he submit a
letter to the Commission in the interim, outlining the steps
that he intended to take to remedy the situation (Attachment
6).

Mr. Martin called the RAD analyst again on December 11,
1984, and stated that Rhode 1Island's next report would
disclose additional funds that were erroneously deposited in
the Federal account. The RAD analyst stated that Rhode
Island might also be required to transfer those funds to its
non-Federal account (Attachment 7).

On December 17, 1984, responses to the RFAIs were
received. The responses stated that the receipts from RNSEC
and GOPAC were "erroneously and improperly deposited"™ into

Rhode Island's Federal account, but that "expenditures from
these funds were made for non-federal activity only." In

addition, the responses indicated that steps were being
taken to transfer the funds to Rhode Island's non-Federal
account and that documentation would be submitted once the
transaction had taken place (Attachments 8 and 9).
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A Second Notice was sent to Rhode Island on December
27, 1984, for failure to transfer-out the funds within
fifteen (15) days from the date of the RFAIs (Attachment
10).

Mr. Martin called the RAD analyst on January 4, 1985,
in response to the Second Notice. He stated that, due to
the Christmas holidays and other circumstances beyond his
control, the transfers could not be accomplished within the
fifteen (15) day time frame cited in the Second Notice. The
RAD analyst recommended that he explain the reasons for the
delay in a letter (Attachment 11).

Rhode Island's response to the Second Notice, received
January 10, 1985, stated that it was unable to arrange a
meeting of the Executive Committee to approve the transfer
of funds. It appeared that Rhode Island would be unable to

complete the transfer until early February (Attachment 12).

The 1984 30 Day Post-General Report filed by Rhode
Island disclosed receipts totalling $4,244.11 from three (3)
unregistered, non-Federal organizations which appeared to be
accounts maintained by Rhode Island for non-Federal activity
(Attachment 13),

An RFAI was sent to Rhode Island for the 30 Day Post-
General Report on January 23, 1985 which stated that, under
11 CFR 102.5, the Federal account of a political committee
may only receive contributions designated for the Federal
account and contributions solicited for wuse in Federal
elections, The RFAI also requested that the receipts be
refunded or transferred to the non-Federal accounts
(Attachment 14).

Rhode 1Island's response to the 30 Day Post-General
Report RFAI, received February 4, 1985, stated the
following:

Receipts from the Committee to Elect Republican
Legislature and the R.I. Victory '84 Committee
were erroneously and improperly deposited in our
federal account. Expenditures from these funds
were for non-federal activity only.

The response further indicated that Rhode Island expected
the transfers to be made during the month of February and
that the funds have been shown as debts owed to the non-
Federal account on Rhode 1Island's Year End Report
(Attachment 15).
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Mr. Martin called the RAD analyst on March 15, 1985 and
stated that the transfer should be accomplished by the
following week (Attachment 16). Oon March 27, 1985, Mr.
Martin called the RAD analyst and stated that all
impermissible funds had been transferred to Rhode Island's
non-Federal account the day before, He further stated that
Rhode Island should receive the cancelled check at the end
of the month and would forward a copy of the check as proof
of the transfer (Attachment 17).

The RAD analyst called Mr. Martin on April 16, 1985, to
remind him that the Commission had not received any
documentation regarding the transfer of funds. Mr. Martin
apologized for this, but explained that the cancelled check
had not been received from the bank. The RAD analyst
recommended that he send the information in letter form in
the interim (Attachment 18).

On April 22, 1985, Rhode 1Island submitted a letter
stating that the transfer was made on March 26, 1985 and
that a copy of the cancelled check would be forwarded upon
receipt (Attachment 19). A copy of the cancelled check, in

the amount of $46,394.12, was submitted on May 2, 1985
(Attachment 20). In an accompanying letter, Mr., Martin
stated that the "...transfer represents the total of all
funds which were mistakenly deposited into our federal
account instead of our non-federal account."”

OTHER PENDING MATTERS INITIATED BY RAD:

None




FEDERAL ELECTION COMMISSION

COMMIRTEEy INDEX 4" IJJSCB?SUR’I DQF“"P"”Q' &f) (83-84)

RHODE ISLAND REPUBLICAN CAMPAIGN COMMITTEE

1983 APRIL QUARTERLY
JULY QUARTERLY
YEAR-END
YEAR-END - AMENDMENT
STATEMENT OF ORGANIZATION - AMENDMENT
APRIL QUARTERLY
APRIL QUARTERLY - AMENDMENT
REQUEST FOR ADDITIONAL INFORHATION
JULY QUARTERLY
JULY QUARTERLY - AMENDMENT
NOTICE OF FAILURE TO FILE
REQUEST FOR ADDITIONAL INFORMATION
OCTOBER QUARTERLY
OCTOBER QUARTERLY - AMENDMENT
OCTOBER QUARTERLY - AMENDMENT
OCTOBBi QUARTERLY - AMENDMENT
OCTOBER QUARTERLY - AMENDMENT
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL: INFORMATION 2ND
PRE-GENERAL
PRE-GENERAL o AMENDMENT
PRE-GENERAL AMENDMENT
PRE-GENERAL AMENDMENT
PRE-GENERAL AMENDMENT
REDUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2ND
POST-GENERAL
POST-GENERAL
POST-GENERAL
POST-GENERAL
REQUEST FOR ADDITIONAL INFORMATION

YEAR-END 1,300

TOTAL 74,773

A1l reports listed above have been reviewed.
Ending cash-on-hand as of 12/31/84: $1,924
Debts and obligations owed by the committee as

PARTY QUALIFIED

1JANB3 -31MARS3
1APR83 -30JUN83
1JUL83 -31DEC83
1JUL83
2APR84
1JANB4
1JANB4
1JANBS

3
4
3
2
1
S
3
1
6
7
1
2
7
1
2
1
1
3
1
6
3
1
1
1
4
1
10
2
2
3
3
4
95

of 12/31/84: $46,394.12

ID #C00078196

83FEC/269/5252
83FEC/277/4410
84FEC/292/4947
B4FEC/296/3242
S4PEC/306/4786
84FEC/306/4046
84FEC/313/3591
B4FEC/312/2223
S4FEC/327/2632
BAFEC/340/194)
84FEC/3328/062

B4PEC/336/1776
BAPEC/340/1936
84FEC/357/0216
8SFEC/359/119%
8SFEC/37174383
8SFEC/372/4438
84PEC/351/3223
S4FEC/357/5348
B4FEC/347/1848
BAFEC/357/0217
8SFEC/359/1441
85FEC/37174382
BSFEC/372/4437
84FEC/351/3218
BAFEC/357/462¢
SAFEC/353/4806
8SFEC/364/1408
8SFEC/371/3989
8SPEC/372/4033

8SFELC/361/1 '
85FEC/363/452
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FEDERAL ELECTION COMMISSION _
WASHINGTON, B.C. 20000 < ’»,,;’;. e a

s o
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OEC S
Jonathan Isham, Treasurer .
Bhode Island Republican

State Central Coamittee
146 Vestainster Street, Suite 200
Pzovidence, RI 02903

Identification Bumber: C00078196¢ A&

Reference: October Quarterly Repoct (7/1/84-9/30/96) i 1
Dear Nr. Isham: ‘

This letter {is the Commissien’s
covier ot the feptet () Fefacenmed saoma e fuliey  £eiec
questions ooncerning oertain information eentainsd 4a ¢the
report(s). An itemisation follows:

=Schedule A of your repoct discloses reseipts frem the

blican National State Blections Jcommittes ("ENEEC®)

QGOPAC (pertinent portion attached). Acocecding o &
letter from the BRepublican Natiocnal Committes,
JUSEC was created solely to suppoct eandidates
election to state and local offices. Ia aldition, the
purpose of the receipt from GOPAC is listed as “sugport
of Republican state elections®.

Under 11 CFPR 102.5, only funds esubdject the
prohibitions -and 1limitations of the Act be
deposited into the Pederal acocount of & politiosl
committee. Purthermore, a political committes may ealy
receive (i) oontributions designated for the Pedecal
account, and (ii) oontributions which bhave beea
solicited for use in Pederal elections. 8See 11 OM

were

L A 1
v - i =
s R, LN
i+ LY "
L) -
(L o
PLY- SHEE L

13223

R403 3

102.5(a) (2).

Since the funds received from the IMNSEC and GOPAC
apparently intended for state and local election
purposes, the full amounts must be refunded ¢ the
MNSEC and GOPAC or transferred-out to amother noe-
Iodo::lt laccrunt.‘ . u::u l&t.ot:ho the ‘e-.-'uu.
mmediately in writing and peov toocopies
checks for the refunds or transfers-out. Yowr
report should disclose the refunds on Schedule B
Line 26a. If, however, the impermissible Cunfls e
transferred-out, ur next report should disclose the
disbursements on Schedule B for Line 20 oc Lin~ 27, @8

spprcpriate. 7

il




————————

j "o-“'
Alt h the Commission -3 take further legel
gegacrding the acceptance cmissible fuade,

peompt refund oc transfer-out the feands ia
will be taken iato consideration.

=Please provide the mailing address and the [
the two disbursements to Netro Mail listed o
B supporting Line 19.

-Please clarify all expenditures made foc phoms bask

activities. If a portion or all of these expenditures

were made on behalf of specifically idestified Pefissal
candidates, they should be disc on Schedule B e ¥

for Line 21 or 23 and include the amount, same, slfcess

and office sought by each candidate. 11 CFR 104.3(D)

and 106.1.

An amendment to your ociginal repoct(s) cocrecting the sbeve
psoblen(s) should be filed with the Pederal Rlectica Cummissien
within fifteen (15) days of the date of this letter. If you ased
assistance, please feel free to contact me on our ¢Cell-fres
aumber, (800) 424-9330. My local number is (202) $23-4048.

Sincerely,

Senior Reports Analyst
Reports Analysis Division

v
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FEDERAL ELECTION COMMISSION
WASHINCTION, B.£. 3900

- Joaathan Isham, Treasurer
i Rhode Island Republican y
! State Central Committee

146 Westainster Street, Suite 200 -
Providence, RI 02093 51

Identification Bumber: C00078196
Reference: 12 Day Pre-General Repoct (10/1/84-10/17/84)
Dear MNr. Isham:

This letter is prompted the Comissien’s prelisisecy
teview of the report(s) u!on:'od above. The review caised
questions ooncerning oertaia {iaformation ooataised {ia the
report(s). An itemiszation follows:

=Schedule A of your report éiscloses receipts from the
Republican Wational State Blections Committes ("BNSEC®)
and GOPAC (pertinent portion attached). Accocéing to a
letter from the Republican Hatiomal Committee, the
RNSEC was created solely to support oceadidates for
election to state and local offices. Ia afiditioa, the
purpose of the receipt from GOPAC is listed as “swppoct
of Republican c'uto elections®.

Onder 11 CFPR  102.35, only funds subject ¢o the
prohidbitions and 1limitations of the Act may be
deposited into the Pederal account of a political
committee. Purthermore, a political committee may oaly
receive (i) contributions designated for the Pederal
account, and (ii) oontributions which bhave been
::gigitodz for use in Pederal electioms. See 11 CMR

.5(a) (2).

Since the funds received from the MESEC and GOPAC were
apparently intended for state and local election
purposes, the full amounts must be refunded to the
BNSEC and GOPAC or transferred-out to another non-
Federal account, Please infora the Commission
immediately in writing and provide photocopies of your
checks for the re”unds or transfers-out. Your aest
report should disclose the refunds on Schedule B for
Line 26a. If, however, the impermissidle funds are
transferred-cut, ur next report should disclose the
disbursements on Schedule B for Line 20 o~ Lime 27, as
appropriate.

K
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nthu!h the Commission lz take
‘cegarding the acoeptance

peompt cefund oc transfer-out
will be taken into comnsidezatioa.

-!lu:: ’ch:u all
sfvertis nJ phoae bank exzpeases.

all of e ituzes were mafe O
specifically identified Pederal camdidates,
be disclosed on Schedule B oc P for Lime 21
include the amount, name, address and office
each candidate. 11 CFR 104.3(D) amd 106.1.

-Please provide a Schedule C or D, as appropciste,
support the entry of $7,442.83 cepo-ted on Line 10
the Summary Page. Loans and debts sust be coatisssusl
g.pi::a,;’ul they are either repaid o set o

=Your geport discloses 1imited peyneats
adninistrative expenses. Rach committes wtilisisg
separate Pederal and moa-Federal accownts f{s

to allocate any administrative expenses

accounts in prcoportion to the amount of funds

on Pederal and non-Federal electioms ocr oa
reasonable basis. AMainistrative expenses ace
day-to-day costs of operating the committee,

zent, utilities, salaries and other niscellanscus
office expenses. The Pederal account of the committee
sust pay its share of such eszpenses. 11 CFR 106.1(e)
and 102.5(a) (1) (1).

If your organisation bas incurzred such administzative
costs and your non-Federal account has paid for all
such oosts, your Pederal account sust reimburse the
non-Federal account for its portion of the expenses.
The amount incurred by the Pederal acocount should be
disclosed as a dedt or obligation owed to the mnom-
Pederal acoount on Schedule D supporting Line 10 of the
Summary Page. When payments are made toward the éebt,
they should be reported on Schedule B oupgotun Line
19 of the Detailed Summary Page and the debt should be
reduced by a corresponding amount.

o
-
«~N
Lo

o
]

R4N03I3I

An amendment to your original report(s) ocorrecting the above
problea(s) snould be fi‘sd with the Pederal Blection Commission




Seaior Repocts Asalget
Reports Analysis Bivisies




» TELECON )

ANALYST: Lisa Stolaruk A
CONVERSATION WITH: Spencer Martin (401)421-2570
COMMITTEE: Rhode Island Republican Campaign Committee
DATE: 12/7/84

SUBJECT(S): Contributions from GOPAC and the Republican National State
Elections Committee

Mr. Martin called this morning regarding the Requests for Additional
Information that we had sent to the committee. The committee's October
Quarterly and 12 Day Pre-General reports disclosed contributions
received from GOPAC and the Republican National State Elections Committee,
both of which are apparently committees which operate strictly on
the non-Federal level and thus are not registered with the FEC. Mr.
Martin confirmed the fact that the contributions were intended for
state and local use. However, he stated that, since both of the
committees were headquartered in Washington, he thought that the
money could be deposited in Rhode Island's Federal account. I informed
him that the source of the funds (i.e., the permissibility of the
funds) and whether the committees were registered with the FEC would
both dictate whether the contributions could be deposited into the
Federal account.

Mr. Martin stated that the money has already been used on state
and local races. I explained that the committee must either refund
the full amounts to the contributing committees or transfer the
total amount of the contributions to its non-Federal account. Mr. Martin
discussed the possibility of securing a bank loan in order to transfer
the contributions to its non-Federal account. I recommended that
he submit a letter to the Commission in the interim, outlining the
steps that he intends to take in order to rectify the situation.
Furthermore, I requested that, once the refund had been made to
the non-Federal account, he submit a copy of the check to the
Commission,




. TELECON .

ANALYST: |jsa Stolaruk
CONVERSATION WITH:  spencer Martin (401)421-2570

COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 12/11/84
SUBJECT(S): Responses to RFAIl's

Mr. Martin called seeking guidance as to the manner in which
to respond to the Requests for Additional Information that were
sent to the Committee. With regard to the payments for political
advertising and phone bank activity, Mr. Martin stated that all
of the payments were made in support of state and local candidates.
He reiterated his previous explanation that, for the periods in
question, all of the activity was conducted on behalf of state and
Tocal candidates. I told him to respond as such in a letter.

I also questioned the lack of administrative expense payments

for the 12 Day Pre-General Election period. He wanted to know
whether they needed to allocate expenses if all of the activity
was non-Federal. Since the committee had been consistent with
transferring funds to its non-Federal account for administrative
expenses in prior periods, and if all of the activity for the

pre election period was indeed non-Federal, I told Mr. Martin that
it was probably unnecessary to allocate expenses for this period.
I requested, however, that he respond to this question in

writing.

Mr. Martin also mentioned that the committee's next report
will disclose other receipts that were erroneously deposited in
the committee's Federal account, but were non-Federal in nature.

I told him that the money would most likely have to be transferred
out to the non-Federal account.

J ]
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Pederal Election Commission
1323 K Street, WV
Washington, DC 20463

Attention: Lisa S8tolaruk
Reports Analysis Division

Identification No.: C00078196¢

Reference: October Quarterly Report (7/1/84 - 9/30/84)
Dear S8irs:

In answer to your letter of Deocember 35, 1984,
we wish to submit the following amendments and
additional information to our October Quarterly Report:

l. The mailing address for MetroMail is:
Metromail Advertising
5151 Wisconsin Ave., WW
Washington, DC 20016
These expenditures were for the purpose of
merging telephone numbers into state voting
lists to be used for voter contact and local
candidate advocacy follow up.

2. All phone bank and mass mailing expendi-
tures were made cn behalf of 1ocal and state
candidates only.

We agree that receipts from the Republican
lational State Elections Committee and GOPAC were
erroneously and improperly deposited into our federal
account instead of our non-federal account even though
expenditures from these funds were made for non-federal
activity only. Steps are being taken to transfer these
funds from our federal account to our non-federal.
Proof of transfer will be frowarded to you when it
has been completed.

— e b

unco% / v
sgiteet . WA

Assistant Treasurer
RHODE ISLAND REPUBLICAM PARTY
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401/421-2870
December 12, 1904
Federal EBlection Coxzission
1325 K Street, NV
Waslington, DC 20463

Attention: Lisa Stolaruk
Reports Analysis Division

Identification No.j; C00078196
Referecce: 12 Day Pre-General Rsport (10/1/84 - 10/17/84)
Dear Sirs:
In answer to your letter of Lecember S, 1984,
we wish to submit the following amendments and additional
information to our 12 Day Pre-General Report:
1. All expenditures for phone bank, advertising
and mass mailing activities were made on beshalf
of local and state candidates only.
2. Schedule D in support of the entry of $7443.83

reported on line 10 is attacheéd to this letter.
This was inadvertently ommitted when report filed.

3. We believe that we have allocated and paid
the fair share of administrative expenses for
the federal account to the non-federal account
in all prior reporting periods. Activity during
the period of the 12 Day Pre-General Election
Report was entirely non-federal.

]

We agree that receipts from the Republican Rat'l
State Elections Committce and GOPAC were erroneously and
improperly deposited in our federal account even though
expenditures from these funds were made for non-federal
activity only. We are taking steps to transfer these
funds from our federal account to our non-federal account.
Proof of transfer will be forwarded to you when it has

————"J'
Sinceyely,

besen comploted.
Sus Kl

Assistant Treasurer
RHODE ISLAND REPUBLICAN PARTY




FEDERAL ELECTION COMMISSION

WASHINGION DG 0de:8 RQ-3

December 27, 1984

Jonathan Ishai, Treasurer

Rhode Island Republican State
Central Committee

146 Westminster Street

Suite 200

Providence, RI 02093

Jdentification Number: C€00078196

Reference: October Quarterly (7/1/84-9/30/84) and 12 Day Pre-
General (10/1/84-10/17/84) Reports

Dear Mr. Isham:

On December S, 1984 you were notified that a review of the
above-referenced report(s) raised gquestions as to specific
contributions and/or expenditures, and the reporting of certain
information required by the Federal Election Campaign Act.

The Commission is in receipt of your committee's responses,
dated December 12, 1984. In these letters, Spencer F. Martin,
Assistant Treasurer, states the committee's intention to transfer
the funds received from GOPAC and the Republican National State
Elections Conmittee to a non-federal account.

Although the Commission may take further action regarding
this matter, prompt action by you to effect these transfers will
be taken into consideration. Documentation of these transfers
shouid be filed with the Federal Election Commission withi=
fifteen (15) days from the date of this notice.

If you should have any questions related to this matter,
please contact Lisa Stolaruk on our toll-free number (800) %24-
9533 or our local number (202) 523-4048.

Sincerely,

0 o

John D, Gibson
Assistant Staff Director
Reportes Pnalysis Division




ATTACHMENT 11

‘ TELECON .

ANALYST:  Lisa Stolaruk
CONVERSATION WITH: Spencer Martin

COMMITTEE: Rhode Island Republican Campaign Committee
DATE: 1/4/85
SUBJECT(S): Refunds to state/local account

Mr. Martin received a second notice to the RFAI's requesting
documentation of the refunds/transfers to their non-Federal account
of the impermissible funds. He stated that the refunds have not
yet taken place due to the Christmas holidays, the upcoming Presidential
Inauguration and various other circumstances beyond his control. He
stated that he would not be able to respond within the 15 day time
limit. I recommended that he explain the circumstances in a letter
to the Commission and that once the transactions were completed, to
send in the documentation.
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Suite 300
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401/421-2870

Jassary 7,108%

Federal Rlection Commission
1325 K Street, WW

Washington, DC 20463

Attn: Lisa Stolaruk
Reports Analysis Diviséon

Identification No.: C00078196

Reference: Quarterly Report (7/1/84 - 9/30/84) and
12 Day Pre-General Report (10/1/84 - 10/17/84)

Dear Sirs:

In a letter from John D. Gibeon dated
December 27, 1984, it was stated that docurentatien
of fund transfers from our federal to our mon=-
federal account should be filed with the Pederal
Election Commission within (15) fifteen days.

It had been our hope that these transfers
could have been effected by now. Such a transfer of
funds and our bank's envolvement require the approval
of our Executive Committee. We have been wnable to
arrange a meeting of the Committee, however, due to
the holiday period and vacations of various merbers.

It now appears that we will be unable to
complete transfer of the funds in question until
early rFebruary. If this is not acceptible to the
Federal Llection Corrission, please call me
imnediately.

Sincerely,

/
o). /.
:ﬁm« X /az, )
Spéncer F. !h:tin.ar/

Assistant Treasurer
Rhode Island Pepublican Party
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FEDERAL ELECTION COMMISSION
WASHINGTON, DC 30000

JN 2385

Jonathan Isham, Treasurer

Rhode Island Republican Campaign
Coamittee

146 VWestminater Street

Suite 200

Providence, R} 02093

Identification Number: C00078196¢
Reference: 30 Day Post-General Report (10/18/84-11/28/84)
Dea* Ntr. Ishams
This letter is prompted by the Commission’s peelimimary
review of the report(s) referenced above. The ceviev raised

questions concerning ocertain information oontained in the
teport(s). An itemisation follows:

-Schedule A of your report discloses receipts totallimg
$4,244.11 from accounts which appear to be maintained
by your committee for non-Federal activity (pertineat
portion attached). If 80, please be advised that such
transfers are prohibited under 11 CFR 102.S5(a) (1) (i)
and the full amount of the transfers should be returned
to the non-Pederal accounts, Please infora the
Commission immediately in writi and perovide a
photocopy of your checks representing the transfers-
out. In addition, the transfers-out should be
disclosed on a supporting Schedule B for Line 27 of
your next ceport.

Although the Commission may take further legal action
regarding the acceptance of funds from non-Federal
accounts, ur prompt transfer-out of the funds in
qguestion will be taken into consideration.

=Youtr teport discloses limited payments for
sdmainistrative expenses. Bach coamittee uuuuz
separate Pederal and non-Federal accounts is cequir

to allocate any administrative expenses between the
accounts in proportion to the amount of funds eapended
on PFederal and non-Pederal elections or on another
teasonable basis. Administrative expenses ate those
day-to-day costs of operating the committee, including
tent, wutilities, salaries and other aiscellaneous
office expenses. The Pederal account of the comittee

aust its shere of such empenses. 11 CPR 106.1(e
and 1‘?.’5(.; ta) (). e =




If your organisation has incurred such eadministcative
costs and your non-Pederal account has paid for all
such oosts, your Pederal account sust ceimbucse the
non-Pederal account for its portion of the espenses.
The amount incurred by the Pederal asccount should
disclosed as a dedt or obligation owed to the mon-
Federal account on Schedule D supporting Line 10 of the
Summacy Page. When payments acre made towacrd the debt,
they should be reported on Schedule B supporting Lise
19 of the Detailed Summary Page and the debt shbould be
geduced by a corresponding amount.

-Please clarify all expenditures made for political
advertising, political printing and poe for
political mailing. It a portion or all these
expenditures were ®made on behal? of specifically
fidentified Pederal candidates, they should be disclosed
on Schedule B or P for Line 21 or 23 and include the
amount, name, address and office sought by each
candidate. 11 CFR 104.3(b) and 106.1.

An amendment tc your original report(s) correcting the above
problea(s) should be filed with the PFederal Blection Commissioa
within fifteen (15) days of the date of this letter. If you meed
assistance, please feel free to contact me oa our toll-free
number, (800) 424-9530. My local number is (202) 523-4048.

Sincerely,

T SX T e

Senior Reports Analyst
Reports Analysis Division
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Providence. Rhege latang 2008 John A. Heimes, J¢ /Chairmen
401/421-3870
Pebruary 1, 19835

Yedezal Election Commission
1323 K Street, WW
o DC 20463

Attns Lisa Stolazuk
Reports Analysis Division

Identification No.: C00078196

Reference: 30 Day Post-General Report (10/19/84 - 11/28/84)
Dear 8irs:

In answer to your letter of Januwary 23, 19835, we
vish to submit the following amendments sud additional
information to our 30 Day Post-General Report.

l. We believe that we have allocated and paid the
fair share of administrative expenses for the
federal account to the non-federal account in all
pPrior reporting periocds. Activity during the period
of the 30 Day Post-General Report was entirely
noan-federal.

2.Expenditures made during this reporting period
for political adwertising, political printisg
and postage for the politicsl mailing were made
entirely support of candidates for the Mhode
Island Gencral Assexmbly (State Senators and State
Representatives).

@D
c
-
-
~
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3. Receipts from the Committee to Elect Pepublican
Legislature and the R, I. Victory ‘84 Committee
wvere erroneously and isproperly deposited in our
federal account. Expenditures from these funds were
for non-federal activity only.

We have begun steps to transfer these funds to our
non-federal account and expect that this transfer can be
completed during the month of Pebruary. These funds have
bsen ocorrectly shown in our yearend report as debts to owr
non-federal account. Proof of transfer will be forwarded
to you wvhen it has been corpleted.

Assistant Treasurer




ATTACHMENT 16

. TELECON .

ANALYST: Lisa Stolaruk
CONVERSATION WITH: Spencer Martin  (401)421-2570

COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 3/15/85

SUBJECT(S): Transferring non-Federal contributions

Mr. Martin called this afternoon to inform me that the
committee should be transferring the non-Federal contri-
butions to their non-Federal account sometime next week.

He apologized for the delay and explained that the
newly-elected Republican governor had several other matters
to attend to and that this matter had received low priority.
I recommended that, if the transfers could not be carried

out next week, that he send a letter explaining the reasons
for the delay.




ATTACHMENT 17

(> TELECON )

ANALYST: Lisa Stolaruk
CONVERSATION WITH: Spencer Martin

COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 3/27/85
SUBJECT(S): Transfer of impermissible funds

Mr. Martin called this morning to inform me that the committee
transferred all impermissible funds to the non-Federal account
yesterday. He said that they should receive the returned check
by the end of this month and that he would send a copy of the
as proof of the transfer.




ATTACHMENT 18

. TELECON '

ANALYST: Lisa Stolaruk

CONVERSATION WITH: Spencer Martin
COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 4/16/85

SUBJECT(S): Documentation of the transfer of funds to
non-Federal account

I called Mr. Martin this morning to remind him that we have
not received any documentation from the committee regarding
the transfer of impermissible funds to their non-Federal
account. Mr. Martin apologized for this and explained

that the cancelled check had not been received from their
bank. I recommended that he send us the information in
letter form in the interim.
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April 16, 1903

Federal Election Commission
1325 K Street, WW
Nashington, DC 20463

Attns Lisa Stolaruk
Reports Analysis Division

Identification No.s C00078196

References 30 Day Post-General Report(10/19/84 - 11/28/84)
12 Day Pre-General Report (10/1/84 - 10/17/84)
Quarterly RuUport (7/1/84 - 9/30/84)

Dear S8irs:

We wish to inform you that tne funds which
were erronecusly deposited into our federal accoumt
during 1984 have been transferred to our aon-federal
;:coime. The actual transfer was made on March

L[4 9‘5.

Proof of transfer in the form of a copy of
our cancelled check will be forwarded to you. We
should receive the cancelled check with our next
bank statement for the month ending April 22, 198S.

ettt

Assistant Treasurver
Rhode Island Repullican Party




® L R e,

ﬂ.Rho,de Island B5MAY 2 Py}
Republican Party e

148 Westminster Street
31‘333?«. Rhode Island 02903 John A. Holmes, Jr./Chairman

401/421-2570

April 29,1985

Fedcral Election commission
1325 K Street, NW
Washington, DC 20463

Attn: Lisa Stolaruk
Reports Analysis Divisdion

Identification No: 00078196

Reference: 30 Day Post-General Réport - 1984
12 pDay Pre- General Report - 1984
Quarterly Report (7/1/84 - 9/30/£4)

Dear Sirs:

I am very happy to enclose a copy of our
cancelled check in the amount of $£46,394.12
as proof of transfer of funds from our federal
account to our non-federal account. This transfer
represents the total of all funds which were
mistakenly deposited into our federal account
instead of our non-federal account.

I believe that this will conclude a
rather lengthy situation whicih we brought
upon ourselves by a simple inadvertent mistake.
Thank you for you patience.

Since eiy, ; .
NN A

Assistant Treasurer
Rhode Island Repuklican Party

cc: Lynda D, Barry
Assistant Treasurer
GOPAC
Washington, DC
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

13 September 1985

CHARLES N. STEELE
GENERAL COUNS

THROUGH : JOHN C. SURIN Lﬁ&d
STAFF DIRECTOR

FROM: JOHN D. GIBSON
ASSISTANT STAFF|{[DIRECTOR
REPORTS ANALYSIS DIVISION

SUBJECT: UPDATE TO RAD REFERRAL 85L-28
As requested by your office, we are providing additional

information concerning the referral of the Rhode 1Island
Republican Campaign Committee (85L-28).

On July 23, 1985, Mr. Spencer Martin, the assistant

treasurer of the Rhode 1Island Republican Party, called the
Reports Analysis Division ("RAD") analyst. Mr. Martin stated
that the Party's federal account had obtained a bank loan in
order to repay the non-federal account for erroneously deposited
funds. He further stated, however, that the bank loan had been
repaid by the Party's non-federal account. The RAD analyst
informed Mr. Martin that the transaction did not remedy the
apparent violation, and therefore the federal account still had
an outstanding obligation owed to the non-federal account
(Attachment 1).

A July 24, 1985 letter accompanying the Rhode 1Island
Republican Campaign Committee's 1985 Mid-Year Report stated: "We
now realize that we did not properly repay the debt to our non-
federal account through a commercial 1loan to the federal
account....”" The 1letter further indicated that the federal
account anticipated making a proper repayment of the debt by the
end of August 1985 (Attachment 2).

Mr. Martin called the RAD analyst on August 22, 1985 and
stated that the federal account had repaid the non-federal
account in full with the proceeds from a fundraiser. He also
indicated that a copy of the cancelled check would be submitted
as documentation of the repayment (Attachment 3).

To date, no further information has been received. If you
have any questions, please contact Lisa J. Stolaruk at 523-4048.

Attachment




@ reLecon @ chvenT 1

ANALYST: Lisa Stolaruk

CONVERSATION WITH: Spencer Martin
COMMITTEE: Rhode Island Republican Campaign Committee

DATE: 7/23/85
SUBJECT(S): Repayment of Bank Loan

Mr. Martin called this afternoon and stated that, in order to
repay the non-Federal account for receipts that were erroneously
deposited into the Federal account, the committee obtained a
bank loan in the amount of approximately $46,000. The loan

was deposited into the Federal account. The Federal account
repaid the non-Federal account for the impermissible funds

that were received in 1984 and the non-Federal account repaid
the bank loan in full.

I advised Mr. Martin to disclose the receipt of the bank loan
and to show that the full amount was repaid by the non-Federal
account. In addition, I told Mr. Martin that, by virtue of
the fact that the non-Federal account repaid the bank for the
Federal account's loan, the committee did not effectively
rectify the problem regarding the receipt of impermissible
funds. I told Mr. Martin that the Federal account would

have to repay the non-Federal account with its own funds.

The committee should properly report a debt owed to its
non-Federal account in the amount of the loan.

Mr. Martin stated tfht the committee will be sponsoring a fund-
raiser in August, the proceeds of which could be used to

repay the non-Federal account. He also mentioned that, for
the first time, the state of Rhode Island offered their
taxpayers the option of participating in a check-off fund,
with the proceeds going to the party committees. Mr. Martin
asked whether this money could be deposited into the Federal ~
account. I told him that I am aware of a few states that

have similar check-off systems and that some of the proceeds
are deposited into the Federal accounts of the respective
state committees. However, I stated that I was not certain

as to whether this was sanctioned across-the-board, or whether
it was decided on a case-by-case basis by the Commission.




. ATTACHMENT 2°(page 1 of 7) 7"
John A. Melmes. Jr./Chairman

Yar 5o | Jwly 24, 1983
; ‘m x ltn.t. [} ’
.. ‘mehiagton, DC 20463
Attas Lisa Stdlaruk

: Fo sl anis® o 3 . B sl = Aoe4
AL Ml 2 ua’ywma/nm-uu

L e oo+, Guarterly Repeet (7/1/84 = 9/30/84)
o 1F = L2 "g, " 5 : b ; = 5 ; 3 f o

4 s .’ tt‘;!' R L& '“"-' % e : o :
7 7¥ L W recently reviewed our federsl sccownt

situation in a conversation with Lisa Stolaruk in
the Reports Analysis Divisiom. We now realise that

we did mot properly repay the debt to eur non-
federal acoount through a cosmercial loan to the
federal account as reported to you ia our letter of

April 16, 1985. This debt vas eriginally ancurred

- becauss certain funds, althoygh used for local and

2 : state political purposes, were erroneously deposited

- into out federal acocoumt. '
=y

E In our encloscd July 31 Mid Year rcjort, e
sV Bl OVR thie enrlier commercial loan transaction

o A‘ but have restatod the original debt to our non-
Y o federal acogunt. The roport also shows a first debt
" repayment of $2000.00.

We exjuect to corp-lete a proper repayrment of
the origyinal celt by the end of August 1985, We
' vill send proof of transfor of these funds from
our federal to our non-federal account in the form
Ly of copies of our cancelled checks.

i S Lt
4 44
: necer ', Martin, Jr.

Assistant Trcasurer
Rhode Island Republican Party
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on TELECON ’ ATTACHMENT 3

ANALYST: Lisa Stolaruk |
CONVERSATION WITH: Spencer Martin (401)421-2570
COMMITTEE: Rhode Island Republican Federal Campaign Committee

DATE: 8/22/85

SUBJECT(S): Transfer of funds to non-Federal account

Mr. Martin called this afternoon to inform me that the
committee had a successful fundraiser and was able to
repay the non-federal account in full. 1 asked that

he send a copy of the cancelled check as documentation,
and he agreed to do so.






