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FEDERAL ELECTION COMMISSION
WASSWOoKt.C. Am

June 19, 1986

Iobert 1. Bauerp Rsquire
Perkins Cole
1110 Vermont Avenue, U.W.
Washington, D.C. 20005

Re: NUR 2116

Dear Mr. Bauer:

The caption in the Commission's letter to you dated June 17,
1986, indicated Incorrectly that the Comission had closed KUR

0 The Comission closed KUR 2116 instead, and a copy of the Une 17,

weneral Counsel's Report In KUR 2116 was enclosed with the June of the
17, 1986 letter. I apologize for the error. June

Sincerely,

Charles N. Steele
GeneralAounsel

Deputy General Counsel



COMMISSION

June 17, 19 86

. 0 in itee

was ingtafo, DC. 2.0003

RE: MUR 2116
Republican national

Committee
William J. I4cManus, as

treasurer

Dear Mr. Bradens

0The Federal Blection Commission notified the Republican

National Committee and William J. McManus, as treasurer, on
January 9, 1986, of a complaint alleging violations of certain

sections of the Federal alection Campaign Act of 1971, as amended

(the Acts). A copy of the complaint was forwarded to the

1Committee at that time. We acknowledge receipt of your client's
explanation of this matter which was dated January 21, 1986.

The Commission, on June 5, 1986, considered the complaint

0D but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of

section 441a(d) has been committed. Also on that date, the
CCommission determined that on the basis of the information in the

complaint, and information provided by the respondents, there is

no reason to believe that a violation of section 441d has been

committed. Accordingly, the Commission closed its file in this

matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
Gener Counsel

Lawrence aN. Noble
Deputy General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON . DC 03

Robert 7. Iauert Nsquitre
Perkins Coe
1110 Vermont Avenue, VW..
Washingtont D.C. 20005

Re: NUt 2116

Dear Mt. Bauer:

The caption in the Commission's letter to you dated June 17,
1986, indicated incorrectly that the Comission had closed KUR

0:. The Commission closed NUR 2116 instead, and a copy of the
General Counsel's Report in MR 2116 was enclosed with the June
17, 1986 letter. I apologize for the error.

Sincerely,

Charles N. Steele
General ounsel

BY: Lawrence N. Noble
CDeputy General Counsel



W PERAL ,10t 1 COMMISSION
WA5NtNCTOK SC. ae

R. az Eeen, Itsquire

b' low MIcoumittee
310eis Sttrt, s.3.

Walhington. D.C. 20003
RE: MUR 2116
Republican National
Committee

William J. Mclanus, as
treasurer

Dear Mr. Braden:

The Federal Election Commission notified the Republican
National Committee and William J. McManus, as treasurer, on
January 9, 1986, of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 1971, as amended("the Act*). A copy of the complaint was forwarded to the

7 Committee at that time. We acknowledge receipt of your client's
explanation of this matter which was dated January 21, 1986.

The Commission# on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of
section 441a(d) has been committed. Also on that date, the

eCommission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is

no reason to believe that a violation of section 441d has been
cc committed. Accordingly, the Commission closed its file in this

matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
Geral Counsel

BY: Lawrence N. Noble
Deputy General Counsel



FEAL LECTION COMMISSION
WAS"010fSN CT 0- 3*

June 17, 1986

Jan i Li Gin +g Bara l i re
Legoal owwel

National Republaipeftt aiessional Committee
320,1 irs Street, .
Washington, D.C. 20003

RE: MUR 2116
National Republican

Congressional Committee
Jack McDonald, as treasurer

Dear Messrs. Baran and Ginsberg:

The Federal 3lection Commission notified the National
Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections o tbe Federal Election Campaign Act of 1971,
as amended ("the Act").' A copy of the complaint was forwarded to
the Committee at that time. We acknowledge receipt of your
client's explanation of this matter which was dated February 17,
1986.

0 The Commission, on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of

e section 441a(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is
no reason to believe that a violation of section 441d has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
General Counsel

BY. Lawrence M. Noble
Deputy General Counsel



FED RM ELECTION. COMMISSION

tio"Uepublican Congressional Committee
320 Jit , itreet, o..
Wash6ington, D.C. 20003

RE: MUR 2116
National Republican

Congressional Committee
Jack McDonald, as treasurer

0o Dear Messrs. Bcan and Ginsberg:

The Federal Election Commission notified the National

Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act'). A copy of the complaint was forwarded to
the Committee at that time. We acknowledge receipt of your
client's explanation of this matter which was dated February 17,
1986.

0
The Commission, on June 5, 1986, considered the complaint

but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of

C section 441a(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is

cc no reason to believe that a violation of section 441d has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
General Counsel

P 71
BY: Lawrence M. Noble

Deputy General Counsel



FE0~t~ EI$CTION COMMISSION

June 17, 1986

Robert s. Plandzr4 'at.

2100 nospital, Trust. ! r
Providence, Rhode ISland 62903

3: MUR 2116

John A. Holmes, Jr.

Dear Mr. Flanders:

On March 15, 1986, the Commission notified your client of a
complaint alleging violtions of certain sections of the Federal
Election Campaign Act bf 1971, as amended.

The Commission, on June 5, 1986, determined that on the
basis of the information in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. S 432(e)(1).
Accordingly, the Commission closed its file in this matter. This
matter will become a part of the public record within 30 days.

o0 Sincerely,

cCharles N. Steele
Generj Counsel, a.l

Lawtence M. Noble
Deputy General Counsel



FEDERAL ELECT ON COMMISSION
WASHNGTON. O.C. 2O*

Robert 6. rlanders, Jr.
d8ards A Angell

2700 lospital Trust Tower
Provide,ce, Rhode Island 82903

RE: MUR 2116
John A. HolmeS, Jr.

Dear Mr. Flanders:

0 On March 15, 1986, the Commission notified your client of a
complaint alleging violations of certain sections of the Federal

%Election Campaign Act of 1971, as amended.

The Commission, on June 5 , 1986, determined that on the
basis of the infornation in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. S 432(e)(1).
Accordingly, the Commission closed its file in this matter. This
matter will become a part of the public record within 30 days.

03 Sincerely,

cCharles N. Steele
General Counsel

By: ,aw N. Noble
Deputy General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20403

June 17, 1986

CERTIFIED RAIL
RETM BUCEIPT RUnESE

Robert F. Bauer, Esquire
Perkins Coie
1110 Vermont Avenue, N.W.
Washington, D.C. 20005

RE: MUR 2166

Dear Mr. Bauer:

The Federal Election Commission has reviewed the allegations
contained in your complaint dated December 20, 1985. The
Commission considered your complaint on June 5, 1986, but was
divided by a vote of 3-2 with one abstention on the question of
whether to find reason to believe that a violation of section
441a(d) of the Federal Election Campaign Act of 1971, as amended
("the Act"), was committed.

The Commission determined, also on June 5, 1986, that on the
basis of the information provided in your complaint and
information provided by the Respondents there is no reason to
believe that a violation of section 441d or section 432(e)(1) of
the Act has been committed. Accordingly, the Commission has
decided to close the file in this matter. The Federal Election
Campaign Act allows a complainant to seek judicial review of the
Commission's dismissal of this action. See 2 U.S.C.
S 437g(a)(8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a
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Robert F. Bauer, Esquire
Perkins Coie
1110 Vermont Avenue, N.V.
Washington, D.C. 20005

RE: MUR 2166

Dear Mr. Bauer:

The Federal Election Commission has reviewed the allegations
contained in your complaint dated December 20, 1985. The
Commission considered your complaint on June 5, 1986, but was
divided by a vote of 3-2 with one abstention on the question of
whether to find reason to believe that a violation of section
441a(d) of the Federal Election Campaign Act of 1971, as amended
(the Act"), was committed.

The Commission determined, also on June 5, 1986, that on the
basis of the information provided In your complaint and
information provided by the Respondents there is no reason to
believe that a violation of section 441d or section 432(e)(1) of
the Act has been committed. Accordingly, the Commission has
decided to close the file in this matter. The Federal Election
Campaign Act allows a complainant to seek judicial review of the
Commission's dismissal of this action. See 2 U.S.C.
5 437g(a)(8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file a

-Mna=ER



Complaint pursuant to the % £ b
S 437g(a) (1) and 11 C.rit-..

Bss ,nc. t Ie

v*ty Centr al Counsel

cc: The Honorable Tony Coelho
Enclosure

General Counsel's Report
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

National Republican Congressional
Committee and Jack McDonald,
as treasurer, Republican National
Comaittee and William J. McManus,
as treasurer, and John A.
Holmes, Jr.

MUR 2116

CERTIFICATION

1, Mary W. Dove, recording secretary for the Federal Election

Commission executive session of June 5, 1986, do hereby certify that

the Commission took the following actions in MUR 2116:

1. Failed by a vote of 3-2 to find reason to believe
the National Republican Congressional Committee
and Jack McDonald, as treasurer, and the Republi-
can National Committee and William J. McManus, as
treasurer, violated 2 U.S.C. § 441a(d).

Commissioners Harris, McDonald, and McGarry voted
affirmatively. Commissioners Elliott and Josefiak
dissented. Commissioner Aikens abstained.

2. Decided by a vote of 6-0 to:

a. Find no reason to believe the National
Republican Congressional Committee and
Jack McDonald, as treasurer, and the
Republican National Committee and
William J. McManus, as treasurer, vio-
lated 2 U.S.C. § 441d.

b. Find no reason to believe John A. Holmes,
Jr. violated 2 U.S.C. § 432(e)(1).

c. Close the file.

d. Send the appropriate letters.

Commissioners Aikens, Elliott, Harris, Josefiak,
McDonald, and McGarry voted affirmatively.

Attest:

AdmInistrative
Date

A nft -fft
ZOJU4



FEDERAL ELECTION COMMISSION
WASHINGTON. 0 C. 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

C R3 STEELE, GENERAL COUNSEL

MARJORIE W. EMMONS/CHERYL A. FLEMING( j)

MAY 21, 1986

OBJECTION TO MUR 2116 - GENERAL COUNSEL'S REPORT
SIGNED MAY 16, 1986

The above-named document was circulated to the

Commission on Tuesday, May 20, 1986, 11:00 A.M.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

This matter will be placed on

agenda for Tuesday, June 3, 1986.

X

the Executive Session



Bur "M78LUCYIGI COIUISS~A

In the Matter of )

National Republican Congressional ) & I:34
Committee and Jack McDonald, ) '
as treasurer, Republican National )
Committee and William J. McManus, )
as treasurer, and John A.
Holmes, Jr. )u !m , lf

GEERAL COUNSEL'S REPORT

I. BACKGROUND

Robert F. Bauer, on behalf of the Democratic Congressional

Campaign Committee ("DCCC"), has filed a complaint with the

Commission alleging that the National Republican Congressional

Committee ("NRCC"), the Republican National Committee ("RNC") and

N John A. Holmes, Jr. seek the defeat of Rhode Island first

Congressional district incumbent Representative Fernand St

Germain in the 1986 general election and the election of

Republican John A. Holmes, Jr. DCCC alleges the NRCC and RNC have

expended funds in a coordinated effort through mass media and

mailings to promote the candidacy of Mr. Holmes and to defeat

cCongressman St Germain.

%P, According to the complaint, Rhode Island Citizens for

oAccountability in Government sent $10,000 worth of mailings

questioning Representative St Germain's personal finances and

conduct in office. DCCC alleges the Rhode Island Citizens group

is a sham and that the NRCC paid for the mailing. This

allegation is based on the fact that the NRCC prepared and paid

for $15,000 worth of television advertisements on the same theme

of Representative St Germain's personal funds and conduct in

office. It is also based on a statement appearing in an article

in The Providence Journal-Bulletin. The article says
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that,, according to Douglas McAuliffe, an NRCC aide,, NRCC and its

contractors polished the text of the mailing and handled its

printing and mailing. The complaint also alleges that Mr. Holmes

is a candidate for Congress and, therefore, should have

registered as a candidate with the Commission.

The Office of General Counsel sent notice of the complaint

to the respondents on January 9, 1986. The Office of General

Counsel received the RNC response on January 27, 1986 and the

NRCC submitted its response on February 19, 1986. Mr. Holmes did

not receive the notice of the complaint. A second notice was

An sent to him and Mr. Holmes responded on March 28, 1986.

11. Factual and Legal Analysis

_ According to the complaint, Rhode island Citizens for

Accountability in Government ("Rhode Island Citizens") sent a

mailing (see Attachment 1) to residents of the first

0 congressional district of Rhode Island, Representative St

Germain's constituents. The mailing discusses articles published

in The Wall Street Journal and The Providence Journal-Bulletin

which accuse Representative St Germain of amassing a multimillion

dollar personal fortune by using his position in Congress to help

wealthy investors. The mailing asks Representative St Germain to

disclose his financial records and income tax returns. Attached

to the mailing is a petition, which the recipient may sign,

addressed to Representative Julian Dixon, Chairman of the U.S.

House of Representatives Ethics Committee. The petition urges

Chairman Dixon to conduct an official investigation into
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the accusations against Representative St Germain and to request

that Representative St Germain disclose his financial and tax

records. The mailing asks the recipient and members of the

recipient's household to sign the petition and return it to Rhode

Island Citizens. The mailing states that Rhode Island Citizens

is a non-partisan group.

DCCC charges that NRCC paid for the mailing which cost

$10,000 and that Rhode Island Citizens is a sham organization.

DCCC alleges the NRCC has violated the Federal Election Campaign

Act of 1971, as amended (the "Act* or OFECAR) by failing to

allocate the cost of the mailing to the political party spending

limitations, 2 U.S.C. S 441a(d), which apply to NRCC/RNC

activities on behalf of Republican general election candidates

for the U.S. House of Representatives.

DCCC bases its contention that allocation is required on

0 Advisory Opinion 1985-14. DCCC states that direct mailings, even

without an electioneering message, are subject to the limits
C

applicable to a political party's support of its general election
'0

candidates under 2 U.S.C. 5 441a(d).

NRCC filed its response to the complaint on February 19,

1986 (Attachment 3). NRCC states that it is an unincorporated

association authorized by Republican members of the U.S. House of

Representatives. NRCC is concerned, according to the response,

with the reputation and effectiveness of the House of

Representatives. NRCC considers to be among its duties and
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rights constructive oommentary about current events and the Its e

as an effective body. It is also oncerned with the perfornve,

actions and records of public officials. As evidenced by Th.,.e

Wall Stre.t Jounal and The Providence Journal-Bulletin articleS,

NRCC contends that a public debate was occurring and the NRCC

participated by aiding Rhode Island Citizens with its mailing and

by producing and broadcasting the television advertisement.

NRCC also contends that it assisted Rhode Island Citizens

with the mailing in response to Rhode Island Citizens' request.

NRCC states that it required, as a condition for spending its

funds for the mailing, that Rhode Island Citizens provide

assurances that the mailing would not advocate the election or

defeat of any candidate.

NRCC argues that AO 1985-14 is not implicated nor is section

441a(d). For the section 441a(d) limitation to apply, NRCC

CD contends, AO 1985-14 concluded the communication must both depict

a clearly identified candidate and convey an electioneering
C

message. The mailing in this case, NRCC concludes, does not

contain an electioneering message.

On May 30, 1985, the Commission issued Advisory Opinion

1985-14 to Robert F. Bauer, who requested the AO on behalf of the

DCCC, also the complainant in this matter. In AO 1985-14, the

Commission considered whether DCCC broadcast advertisements and

other general public communications, including direct mail

communications that specifically identify Republican congressmen

and criticize their records, require allocation among the



ondidate5 under L C,1& . 16 1(*) and AO 1984-15. DCCC also
Sif, the ane ud dow whI ether the communications

tfwferred to "elections or say express advocacy language*

The commission concluded i 0-O190S5 4 tot dCC' pyets

for the communications were reportable expen4tures for the

purpose of influencing Federal elections. The Commission then

concluded DCCC's proposed mailer would be subject to the Act's

limitations and attributable to each candidate in accordance with

the benefit received by the candidate, pursuant to 11 C.F.R.

106.1. This conclusion was based on the assumption that the

mailer would identify by name a specific Congressman. Also, the

DCCC planned to send the mailer to part or all of the district

represented by the identified congressman. The Commission

_determined the mailer either with or without a "Vote Democratic"

statement would be subject to the Act's limitations. The DCCC

?J mailer in the AO was to include the language "Don't be fooled by

0 Republican rhetoric" and it would list oil industry contributions

to the identified Congressman. These features of the mailing
C

were sufficient to meet the requirements set out by the

Commission in AO 1984-15. In that AO, the Commission concluded

the S 441a(d) limitations would apply where the communication

both depicted a clearly identified candidate and conveyed an

electioneering message. Electioneering messages, according to AO

1985-14 which cited United States v. United Auto Workers, 352

U.S. 567, 587 (1957), include statements "designed to urge the

public to elect a certain candidate or party."

The Commission reached its conclusions in AO 1985-14 even

though DCCC stated that there might not be a Democratic



* e announcd *t,"4uetled or the ."CA, in the

congressional district to reeive 8 pwoposed..

communications. The CommisesiOnvieed such eotnditures as

communications made without any consultatioi or communication

with, or any request or suggestion of, any candidates seeking, in

the selected districts, election to the House of Representatives.

The Commission has stated, in AO 1984-15, that, although

consultation or coordination with a candidate is permissible, it

is not required in order for political party committees to make

section 441a(d) expenditures.

The Rhode Island Citizens mailer is similar to the DCCC

proposed mailer in AO 1985-14 in many respects. The Rhode Island

Citizens mailer identifies by name a specific Democratic

representative, Fernard St Germain, just as the DCCC proposed to

name a specific Republican Congressman in its AO request. Both

CD mailers criticize the records of the representative. The Rhode

Island Citizens mailer criticizes Representative St Germain for
C

allegedly using his public position to help wealthy investors and

cthereby amass a multimillion dollar personal fortune. The DCCC

mailer criticizes a named representative for his views on the

coastal environment and the oil industry. The Rhode Island

Citizens organization distributed its mailer to Representative St

Germain's first congressional district constituents, just as the

Commission assumed the DCCC would disseminate its mailer to part

or all of the district represented by the identified Congressman.
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There are some differences# hovever, b*t*en the Rhode

Island Citizens mailer and that proposed by. the - DCCC in AO 19#65-"

14. The DCCC proposed mailer included references to an election

by its inclusion of a list of campaign contributions from the oil

industry to the named representative. The Rhode Island Citizens

mailer does not directly refer to an election. It states that

Representative St Germain must disclose his taxes and finances

because "[to do otherwise would bring an end to our efforts to

rid our government of corruption and those who seek personal

o gain." The mailer's statement about ridding the government of

W corruption is a reference to an election in that one way to

remove Congressman St Germain would be to vote him out of office.

The DCCC proposed mailer included a reference to "Republican

rhetoric": "Don't be fooled by Republican rhetoric." The Rhode

o Island Citizens mailer does not make reference to any political

1" party by name. Tnstead, it notes that "public officials of both

political parties have given the public a complete financial

accounting of themselves." This difference may not be a

significant one, however. AO 1985-14 does not state what aspect

of the proposed mailer constituted an electioneering message. It

may be that the mailing as a whole conveyed an electioneering

message. Similarly, the Rhode Island Citizens mailing conveys an

electioneering message thus constituting a section 441a(d)

expenditure by NRCC. Therefore, the Office of General Counsel

recommends that the Commission find reason to believe there is a

violation of 2 U.S.C. S 441a(d).



The compl4z- st nest. alleges that, .the ai~tling should have

included a S441d Aislir Mstated4 above, the, complainant

alleges WRCC paid for the **,1 Up0, h ih iplnant ontends

that the NRCC intended to can4*al its involvement. in the mailing,

party to avoid the S 441a(d) i'mit, and,.theefore, did not

include a disclaimer on the mailing as required by 2 U.S.C.

S 441d. The complainant contends that NRCC willfully violated

section 441d.

NRCC responded to the allegation stating that the mailing

does not require a S 441d notice. The respondent argues that

S 441d(a) notices are required only if the communication

V expressly advocates the election or defeat of a clearly

Iidentified candidate or if it solicits contributions. NRCC

argues the mailing in this case does neither.
Section 441d requires that when a person makes an

expenditure for the purpose of financing communications expressly

advocating the election or defeat of a clearly identified

%M_ candidate, the communication must state clearly the name of the

Cc person paying for the communication, and whether any candidate or

candidate's committee authorized the communication. 2 U.S.C.

S 441d(a)(3). Section 109.1(b)(2) of the regulations defines

express advocacy as a message that advocates election or defeat,

including such expressions as "vote for," "elect" or "defeat."

The issue is whether the St Germain mailing expressly advocates

the election or defeat of a clearly identified candidate, thus

requiring a section 441d disclaimer.
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The Supreme Court, in Buckley v. Valo 44 U.S. 1 (1976),

defined express advocacy as "communications containing express

words of advocacy of election or defeat, such as 'vote for,'1

'elect,' 'support,' 'cast your ballot for,' 'Smith for Congress,'

'vote against,' 'defeat,' 'reject,'" Buckley v. Valeo, 424 Us.

at 44 n.52. in the instant case, Rhode Island Citizens mailer

does not appear to expressly advocate the defeat of a candidate

for Federal office in words which fall within the scope of the

examples listed in Buckley and incorporated by Commission

regulation S 109.1(b)(2). The mailer discusses articles in The

Wall Street Journal and The Providence Journal-Bulletin charging

qW that "Congressman St Germain has amassed a multimillion dollar

*7 personal fortune by using his public position to help wealthy

0% investors." The mailer continues, saying the people of Rhode

island have a right to know if Congressman St Germain is trying

to hide something and to know the truth. The mailer concludes by

C% asking the person reading the mailer, along with other members of

%r that person's household, to sign a petition at the bottom of the

cc mailer. The petition urges Representative Dixon, Chairman of the

House of Representatives Ethics Committee, to conduct an

investigation into the accusations against Representative St

Germain and to disclose his finance and tax records.

A fair reading of the Rhode Island Citizens' mailer does not

lead to the conclusion that it expressly advocates Representative

St Germain's defeat in an election. The mailer makes disparaging

remarks about Representative St Germain, citing newspaper
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articles that accuse him of'using his position to help wealthy

investors and amass millions of dollars for himself. The mailer

continues with a petition calling for an investigation of

Representative St Germain by the U.S. House of Representatives.

Although the reader is left with the Impression that

Representative St Germain has not conducted himself appropriately

in office, and that he may not be the kind of man the reader

wants as a representative in Congress, there is no statement

expressly calling for his defeat in any federal election. Thus,

or the mailer does not require the inclusion of a.S 441d disclaimer,

and, therefore, the Office of General Counsel recommends that the

1.1 Commission find no reason to believe a violation of section 441d

17,1* has occurred.
te The final allegation is that John A. Holmes, Jr. is a

0 candidate for Representative St Germain's seat but has failed to

C: register as a candidate. The complainant maintains that the

%M activities such as the mailing, television advertisements and a

cc poll conducted by the RNC constitute "a coordinated and concerted

effort by Respondents to promote the nomination and election of

John A. Holmes, Jr. to replace" Representative St Germain. (Page

6 of the attachments). The cost of these expenditures,

Complainant asserts, exceeds the threshold requiring registration

as a candidate under section 431(2) of the Act. The complainant

further argues that the expenditures are not testing the water

expenditures.
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According to the complain4at, the mailing paid for by the

NRCC is an expenditure allocable1to the limitation applicable to

NRCC expenditures on behalf of the tepublicn general election

candidate under S 441a(d). The NUCC, the complainant alleges,

coordinated the expenditures with Mr. Holmes through one of his

close political associates. This associate established what the

complaint calls NRCC's "'front' organization," Rhode Island

Citizens. Attached to the complaint is an article fromThe

Providence Journal-Bulletin which states that Sandra Winslow and

Thomas J. Cashill, members of Rhode Island Citizens, worked out

the mailer. The article describes Mr. Cashill as "a close friend

qr of Republican state Chairman John A. Holmes, Jr., who is expected

to be the GOP First District nominee." (Page 16 of the

attachments). The complainant concludes that this is evidence of

Mr. Holmes' involvement with and consent to the preparation and

0 dissemination of the mailer. Complainant alleges that because

the mailer cost at least $10,000, Mr. Holmes has crossed the

$5,000 threshold set forth in section 431(2) for becoming a

ccandidate. If these allegations are true, Mr. Holmes has

violated section 432 by his failure to register as a candidate.

The complainant argues that the testing the water exceptions

to the terms "contribution" and "expenditure" do not apply to the

payments for the mailer. Pursuant to the testing the water

regulations activity cannot be conducted through direct political

advertising designed to promote an individual's candidacy. 11

C.F.R. 100.7(b)(1)(i). Again the complainant relies on AO 1985-

14 to support its view that the expenditure for the mailer is an
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expenditure by a party oml ij*!: tO 4oction 44: 4

DCCC alleges that the expenditure Va. coordt ted with

Mr. Holmes.

NRCC, in its response to the complaint, argues that the cost

of the mailer is not allocable to any candidate or potential

candidate. This is because the mailer is a comment on the

actions and record of Representative St Germain and contains no

electioneering message. The mailer does not, NRCC maintains,

advocate the election or defeat of any candidate, nor does it

solicit any contributions. NRCC observed that based upon the

reasoning of AO 1985-14, the payments for the mailer are not

contributions to Mr. Holmes.

7Mr. Holmes, in his response, stated that "[ait no time

material to the allegations in the complaint' has he been a
0D candidate for Representative for the first district of Rhode

Island. He states that he did not coordinate or cooperate with
C

the NRCC, the RNC or Rhode Island Citizens. They conducted their

activities, according to Mr. Holmes, without seeking or

obtaining his consent, nor did he know about their activities.

Section 432(e)(1) requires a candidate for Federal office to

designate in writing a political committee to serve as the

principal campaign committee of the candidate. 2 U.S.C.

S 432(e)(1). The candidate must designate a principal campaign

committee within 15 days after becoming a candidate. 2 U.S.C.

S 432(e)(1).



The Act defines a candidat, as40 an indvidual seekig

nomination for election, or electon,, to a oee.E1a, off i.

2 U,.c, S 431(2). If an individual has either received

contributions or has made expenditures in excess of $5,000, he or

she is deemed to be seeking nomination for election or election.

2 U.S.C. S 431(2)(A). An individual is deemed also to be seeking

nomination for election, or election, if he or she consents to

having another person receive contributions or make expenditures

on his or her behalf and if either the contributions or

expenditures aggregate in excess of $5,000. 2 U.S.C.

S 431(2)(B). The Act defines the term person to include a

committee. 2 U.S.C. S 431(11).

Mr. Holmes has not designated a principal campaign

committee. Mr. Holmes has not become voluntarily, therefore, a

candidate under the FECA. If he is a candidate, then, it would

0be because he has received contributions or made expenditures in

excess of $5,000, as section 431(2)(A) sets forth, or because he

has consented to having another person receive contributions or

make expenditures on his behalf, in an aggregate amount in excess

of $5,000.

The complainant does not allege that Mr. Holmes made

expenditures in excess of $5,000. The allegation is that the

NRCC expenditure of $10,000 for the mailer was coordinated with

Mr. Holmes. Because the newspaper article describes Mr. Cashill,

a participant in the establishment of Rhode Island Citizens, as a

close friend of Mr. Holmes, DCCC alleges the expenditure was

coordinated with Mr. Holmes.
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Mr. Hollms has stated that he did not coordinate or

cooperate with the :-NRCC or RhAo riland Citimens, nor is there

any evidence he did. The only evidence of coordination offered

by the complainant is the characteritation in the newspaper

article of Mr. Cashill as a close friend of Mr. Holmes. Another

article states that Mr. Cashill is a close friend of Mr. Holmes

and that Mr. Holmes "is gearing up to run against St Germain."

The assertion by the complainant of a close friendship

without more concrete evidence is insufficient to show that the

NRCC, through Mr. Cashill, and Mr. Holmes coordinated the

expenditure for the mailing. The complainant has not provided

evidence that Mr. Holmes consented to having another person make
expenditures on his behalf, and Mr. Holmes has stated that he did

not consent to any expenditures by NRCC. Moreover, there is no

other indication of the alleged coordination in the record.

0 Finally, the complainant alleges Mr. Holmes is a candidate

because the RNC paid $15,000 for a poll "designed to lay the
C

foundation for Mr. Holmes' candidacy." DCCC alleges that,

cdespite statements by Mr. Holmes that the poll will help him

decide whether to become a candidate, Mr. Holmes is already a

candidate who has not followed FECA procedure. The complainant

argues that the poll should not be considered a testing the

waters activity.

Section 100.8(b)(1)(i) of the Commission's regulations

excludes payments made solely to determine whether an individual

should become a candidate from the definition of the term
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expenditure. That section states th; pivonductlng a poll is a

permissible activity exempt fromt e1itao the term

expenditure, if it is conducte4 to detOrmitne hether an

individual should become a aandidate. 1f the individual later

becomes a candidate, his or her principal campaign committee must

report the testing the waters activity on. its first report filed

with the Commission. 11 C.F.R. l00.8(b)(l)(i). The exemption

does not apply to payments indicating that an individual has

already decided to become a candidate for a specific office.

11 C.F.R. 100.8(b)(l)(ii). An individual is considered to have

decided to become a candidate if he or she makes or authorizes

written or oral statements referring to him or her as a candidate

for a particular office. 11 C.F.R. 100.8(b)(1)(ii)(C).

#Mr. Holmes, according to the newspaper articles attached to

the complaint, said that the poll will help him decide whether to

run against St Germain. Although one article states that Mr.
0D Holmes "...is expected to the GOP First District nominee,"

Exhibit C to the complaint, as discussed above, there is no
C

evidence in the complaint that Mr. Holmes has already decided to

become a candidate. Also, there is no evidence Mr. Holmes made

or authorized statements referring to him as a candidate. In

addition, Mr. Holmes has stated in his response to the complaint

that he has not been a candidate for Representative St Germain's

seat. Thus the evidence does not support a finding that Mr.

Holmes was a candidate for purposes of the FECA, and, therefore,

the Office of General Counsel recommends that the Commission find

no reason to believe Mr. Holmes has violated 2 U.S.C.

S 432(e)(1) by failing to register as a candidate.
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12t. General Counsel' s Reoamndations

The Office of General Counsel recommends that the

1. Find reason to believe the National Republican
Congressional Committee and Jack McDonald, as
treasurer, and the Republican National Committee and
William J. McManus, as treasurer, violated 2 U.S.C.
S 441a(d).

2. Find no reason to believe the National Republican
Congressional Committee and Jack McDonald, as
treasurer, and the Republican National Committee and
William J. McManus, as treasurer, violated 2 U.S.C.
S 441d.

3. Find no reason to believe John A. Holmes, Jr. violated
2 U.S.C. S 432(e)(1) and close the file with respect to
him.

4. Approve and send the attached letters.

Charles N. Steele
General ounsel

0 ,6.iAIL BY:
Dateennth A. Gross" Associate General ounsel

C Attachments
1. Mailing
2. Complaint
3. NRCC response
4. RNC response
5. Holmes response
6. Proposed letters



RHODE IftND CITIZNS
FOR ACCdtNABILIT

I (we), t undersigned urge
fte E#h Comme of te HouM
of RPAmiitve to condaut an
oafce iel bo into oth ac-

- ns ag iq a Cogmnm
St Gemkiriirt and fuh ask that
Mr. St emin's tax an finnc
rcords befuly dficloed. Thank
you.

Exhibit K
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Dear Taxpayer: 1 GovERMENT
You may have hmrd thu O6 COreman. Fenand St Germin, has been accused

of some vey seriow chargI.

According go the W S utmI an, ?b ProI,,i 7'W Dw8OM M..r.. and o et
reSpected newspa prs. Oa lDI St Oemsn has mued a mulWmlUlond
penronal fortune by using posit n go help wealthy invesors.

it's time to clear die air.

That's why Rhode Island Citen for Accountability in Goverlment ame asking

Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately. St Germain has refused. And that's bad because the people of Rhode

Island have a right to know if our Congressman is telling the truth.

We also have a right to know if St GernM is trvlns to hide soinethinl

In past years. public officials of both political parties have IVeP the publ*c a complete.
financial accountil of themselves.

Some who come quickly to mind are Richard Israel when running for Atomey
General. John Hawkins for U.S. Senate. Joseph Garrahy for Governor. Vincent Clanci. Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Psolino, Jr.

if they found this course suitable, why no Congresman St Germain?

Just at a time Rhode Island citizens ar demanding our leaders be honest and above

reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one solution: Conmesman St Germain must come clean by fully
disclosina his taxes and finances. To do otherwise would bring an end to our efforts to rid
our goverment of corruption and those who seek personal gain.

That's why we-Rhode Island Citizens for Accountability in Government-urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives' Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his

taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now

Sincerely.

Sandra Winslow., Chairperson

P.S. Please sign the petition and mail immediately

To: 1o neabl Julan Olon, ChiaIbrma
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o know the truth about the financial
charges made against Congressman

St Germain.

Only you, Congressman, can set the
record straight.
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The Democratic Congressional Campaign Committee

(CDCCCO) files this complaint challenging numerous and

significant violations of the Federal Election Campaign Act of

1971, as amended, 2 U.S.C. §431 et se. (FECA), and related

regulations of the Federal Election Commission, by the

National Republican Congressional Committee (ON3CCO)i the

Republican National Committee (ORYCO)g Mr, John A. Holmes,

7 Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Islandl a*

0 other individuals and organizations whose identities may be M

revealed in connection with a full investigation by the A -"

Commission ("Respondents=).

II. FACTS

DCCC attaches, for the review of the General

Counsel, a series of clippings from various news organizations

reporting on recent activities of Respondents. These

Respondents seek the defeat in the 1986 general election of

the First District incumbent Congressman Fernand St Germain

and the election of Republican John A. Holmes, Jr. To this

end, Respondents NRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).
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III. VIMoATZOUS OrFLW

A. NRCC Evasion of S441a(d) Limits In Connection
With 8DiectO Mailing A ttacking the Record of
me. St GOrm adAiw

Commission Advisory Opinion 1985-14, Fed. Ele. Camp.

Fin. Guide (CCH) 1 5819 (Nay 30; 1985), is dispositive on this

issue. Direct mailings of this nature, even if framed without

an explicit "electioneering maesage, are subject in full to

the limits which apply to a party's support of its general

Pelection candidates. See also 2 U.S.C. S44la(d).

qW NRCC apparently does not intend to comply with these

limits. In the news article marked Exhibit F, an NRCC "field

representative" is either unaware of or indifferent to the

V Commission's holding in Advisory Opinion 1985-14. This NRCC

0 official contends that the apparent absence from the mailing

of both a formally declared Republican candidate and of an
C

explicit Oelectioneering" statement obviates the need for an

allocation to the limits. Advisory Opinion 1985-14

demonstrates that this is a false, likely a wilfully false,

reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer" Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NCC paid for this nailing in

full, including NRCC staff time in Opolishingm (Exhibit C) the

written text and handling the nechanical requirements for

mailing.



Democratic Member of Congress fro the First District of sho",

island. Because of the nature of these activities, inoludiqg

their clear coordination with Mr. Holmes and his closest

associates, the expenditures associated with these activities

have exceeded the threshold requirements for the formal

registration of Mr. Holmes' candidacy under the FUCA. 2 U.S.C.

S431(2). Conversely, none of these actions, taken alone or in

context, can properly be qualified as expenditures for

"testing the waters" which would otherwise be available as a

basis for avoiding registration at this time.

I. The Mailing

The direct mailing funded by N3CC, and described

fully elsewhere in this Complaint, constitutes an allocable

expenditure subject to the limitations which apply to NRCC's

spending on behalf of its First District general election
candidate under S44la(d). e_ p. 3 of this Complaint.

Moreover, the making of this expenditure was coordinated

closely with Mr. Holmes, through one of his close political

associates who participated in the establishment of NRCC's

"front* organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E).

indicate the involvement in this scheme of Mr. Thomas J.

Cashill, described as a Oclose friend of Republican State

Chairman John A. Holmes, Jr., who is expected to be the GOP

First District nominee. (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these



expendLture with any potential canidate og candidats, it did

s@. Mr. Holmes' Lnvolvement with this expenditure, his

consent to this expenditure, required him to abandon the

pretense of testing the waters and to register as a candidate

under the INCA with full disclosure obligations under the

law. in failing to do so, Mr. Holmes violated the INCA.

2. The Poll

News reports also reflect the RNC's payment for a

$15000 (fifteen thousand dollar) poll designed to lay the

foundation for Mr. Holmes' candidacy. (Zxhibits D and .)

While these reports also incorporate statements by Mr. Holmes

suggesting that this poll will only aid him in making a

decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this

Complaint must be taken together, as one concerted and

coordinated program to promote Mr. Holmes' candidacy prior to

formal declaration -- and undermine the candidacy of his

expected opponent, incumbent Congressman St Germain. These

activities include the television advertisements, the mailing

and the poll, all of which are critical elements to a full

fledged campaign for nomination and election to federal

office. Moreover, in all cases, funding for these purposes is

being supplied by the National Republican Party by two of its

affiliated comittees, NRCC and RUC. The legal significance

of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.
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clarification of of the law, and particularly S44la(d), as it

applies to both the Democratic and Republican Parties, and no

less to 33CC and INC. iven this enforcement effort appears to

have come to naught, as the national Republican Party is

currently ignoring it altogether.

DCCC requires action on its Complaint now, not six

months or one year from nov. Any delay will render the party

financing limitations of the law a "dead-letter" in 1986.

Respectfully submitted,

p7 P INS coIz

Robert *Bauer

Counsel, Democratic Congressional
Campaign Committee

1328B

C
DISTRICT OF COLUMBIA

cSubscribed and sworn to before me this 20th day of

December 1985.

-otary Public

Ky cow.ssion expires: //0/

I'



?6 ACONTaIUTY
G M GOER M ET

Dew 1Txpsayer:

You my have bar a our Cmesman, Frand 3t rain has Ibeen accused
of some vray sn p.

-caam m s ~ m J uodi

especmted newslpaper - b2 1 o dollar
personal fotnM yuig iMuM iko obl~'ih investors.

It's time to Ceer the ai.

That's why Rhode Island Citis for Acoubf--- In Govermeit ae asin
Congressmn St Gamsn to disclos In d his &l W sIecords and make svalable to
the public his tax returns.

Unfrtunatelys St Gemin I retsed And that's bad bos the people of Rhode
Island have a rih to know f our C s is ding the truth.

N ~WeaMwohave a rliwto knowlfl9 ai ftniuv tmo hi&soehl

In past years, pusc offls of bos poal pis have gi n the pubi a c
financial ountin of themselves.

Some who come quicly to mind ae Aihr Ial when running for Attorney
General, John Hawkins for U.S. Seate, JoMe Wry for Go"v o, Vincent Clanc, Jr.
for Mayor of Providene, and incumben Mao, Joseph Paollno, Jr.

If they found this course suitable, why not Congressman St ermain?

o' Just at a time Rhode island citizens an demndiing our laders be honest and above
reproach, we cannot afford to have this dark cloud hangin over our heads.

c There's onl," solution: Conmem n St Germain mus come clan by MulYdisclosina his taxes and finnce. To do otherwise would bring an end to our efforts to rid

our governmeUt of corrupion and those who seek personal Pin.

That's why we-Rhode Island Citizens for Accounabity In Government-urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Relpmentatives' Ethics Committee to ofcially
invesiapte these serious charges and btsher demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

Sincerely,

Sandra inslaw, Chairperson

P.S. Please sign the petition and mail immediately.



RHODE ISLCTZEN
FOR ACCOUNTABIUTY
I.GOVERNMENT

Dear Taxpayer:

You my have hard that our - ressman. remand St Germain, has been accused
of some very saious charge.

Accordin to the Wag Sre*j"aa n F A e gJo o I ftdn, and other
pted n spaperso a St G a has amused a _ultimllion dollar

personal fortune by using his public posto to help walthy inveor.

It's time to cor the afr.

That's why Rhode Islnd Citzens for Accoutabiity in Government are mdng
Congressman St Gemain to d iscloe in detl his finncial records and make available to
the public his tax returns.

U nfotunately, St Germin has rdused And that's bed because the people of Rhode
Island have a rigt to know if our ConqgMsmn is tding the truth.

We also hve a riuh to know if St Germain is tring to hide somethina.

In past years, public officials of both poic pues have Siven the public a complete
financial ccountng of t l.

Some who come quickly to mind are Richard Israd when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Gamhy for Governor, Vincent Cianci, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.If

If they found this course suitable, why not Congrsman St Gennai?

Just at a time Rhode Island citizns are de our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one solution: Conaressman St Germnain must come clean by full
disclosinm his taxes and finances. To do otherwise would bring an end to our efforts to rid

Oour goverment of corruption and those who seek personal gin.

That's why we-Rhode Island Citizens for Accountability in Goverment-urge you
and other members of your household to sign the attached petition and mail it to us
nmediately.

The petition asks the
investigate these serior
taxes and finances.

The people
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o Charles N. Steele, Esquire
General Counsel

Lft Federal Election Commission
999 E Street, N.W.

'e Washington, D.C. 20463

Dear Mr. Steele:

Re: MUR 2116
0

This letter and the attached exhibits are submitted by the

o National Republican Congressional Committee (ONRCCI) pursuant to 2
44) U.S.C. 437g(a)(1) in response to a complaint filed by the Democratic

c Congressional Campaign Committee ('DCCC') denominated Matter Under

Review ('MUR') 2116. For the reasons set forth herein, the Federal

Election Commission ("Commission') should find no reason to believe

that NRCC has violated the Federal Election Campaign Act, as amended

(wAct6).

Ploo * by fbilbaucli ftgubbc~fl ftof I uR 'Ii DfO@'JC i t fl@Wlffit oI "C

AWhie.4er 3
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I. FACTS

A. The Arttcle

On September 11, 1985, The Wallf.reet, journal published a
front page article concerning Congressman Fernand St Germain

entitled 'Making a Fortune/As a Private Investor, House Banking

Chief Has Grown Very Rich/Rep. St Germain Has Had Lots of Help From

Those He Has Aided Officially.* (See Attachment A).

The article, by reporters Brooks Jackson and Tim Carring-

ton, chronicles in more than 20,000 words how the powerful chairman

of the House Banking Committee has garnered a personal fortune

during his 24-year career as the elected Representative of Rhode

Island's First Congressional District. The article states:

An examination of his [St Germain's) private investments
shows that, in acquiring his fortune, the congressman has
had lots of investment help from people and institutions
that have benefited from his official actions.

As House banking chairman, the 57-year-old Mr. St Germain
is among Congress' most powerful lawmakers. He presideswith unusually strong authority over a committee that
routinely handles multibillion-dollar matters that shapethe nation's fast-changing financial system. He also is aforce to be reckoned with at federal banking agencies.

Wall Street Journal, Sept. 11, 1985, at 1, col. 1.

The Journal article reports that the founder and chairman

of a Florida savings & loan institution included Congressman St

Germain in several 'potentially lucrative real estate investments'

that were not offered to the public, while Congressman St Germain

had his staff contact the federal Home Loan Bank Board on matters
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concerning the chairman's savings a loan; that Congressman St

Germain bought five restaurants with money from Rhode Island lending

institutions *that put up nearly 100 of the purchase price and

assumed most of the riskg; and that Congressman St Germain is *still

reaping profits from earlier, publicized real-estate investments*

arranged by a Rhode Island developer *who himself profited from

federally subsidized housing developments that the congressman

helped obtain for the state.' Id.

The Journal article also states:0

(Als his power has grown, so has his wealth.
(The Internal Revenue Service is investigating
what it terms 'abusive' tax shelters into which
the congressman put $120,000 of his money for
$405,000 in promised tax deductions).

Id.; see Exhibit B.

B. The Public Debate

The reaction to the report concerning St Germain's recordC
and actions as an elected public official was swift, both in Rhode

Island and around the country. (See Exhibits C - J). Newspapers

and members of the public alike commented on the record and actions

of the chairman of the House Banking Committee.

1. The Media

On September 13, 1985, the Providence Journal Bulletin

editorialized 'on the congressman's growing affluence in tandem with

his ascendancy in the U.S. House' and the public's need to be sure

of its legitimacy. (See Exhibit C). The editorial, entitled OMr.

St Germain Can Help Clear the Air', said in part:
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All he [St Germain) needs to do is what a number
of other major Rhode island political candidates
have done in past years: publicize his income
tax returns and net worth statements. Although
such information is properly confidential for
average citizens, its disclosure by public
office-seekers is hardly unwarranted. This is
particularly true in the case of an official
whose'private income has been the subject of
repeated question.

[Noting several Rhode Island public officials who
made their returns public, the editorial asked:]
If they found this course suitable, why not Mr.
St Germain?

*7 [TJhe congressman ought to furnish his income tax
returns and net worth statement for a more

o accurate reading. Other candidates have adopted
this as a good practice. It would seem

LP especially appropriate for someone in Mr. St
Germain's situation.

The Washington Post', in editorials on September 18, 1985

L. (see Exhibit D) and September 22, 1985 (see Exhibit E), called upon

the House Committee on Standards of Official Conduct to investigate

Congressman St Germain's actions:

The question is whether Mr. St Germain, chairman
of the House Banking, Finance and Urban Affairs

cc Committee, has used his high position to enrich
cc himself improperly.

These questions go to the heart of the integrity
of the House and of the Democratic majority that
elected Mr. St Germain to his chairmanship....
The substantive responsibilities of a person in
Mr. St Germain 's position are as great as those
of any member of Congress. If he is innocent of
the charges, he deserves to be publicly cleared
of them; confidence in his actions is at stake,
as is fundamental fairness to the man. if it is
established that he has undermined his ability to
fulfill those responsibilities by attempting to
enrich himself improperly, it would be a grave
dereliction of duty for Congress not to take
stern disciplinary action.

See Exhibit E.



In the same vein, Common Cause# the self-styled citizens

lobby, issued a September 13, 1985 press release (Exhibit P) and

sent letters to all members of the House Ethics Committee. (Exhibit

G). Common Cause commented on the record and actions of an elected

public official, and called for 'an investigation concerning the

allegations made about Rep. St Germain to determine if House rules

have been violated and to report publicly on its findings.' Id.

The editorials and requests for investigations attached as
'('P Exhibits C - J are all commentary and reports on the record and

actions of an elected public official. They do not advocate the

LM election or defeat of any candidate or solicit political

contributions.

If. 2. The NRCC

The NRCC, as an unincorporated association authorized by
V the Republican members of the United States House of Representa-

tives, is obviously concerned with the reputation and effectiveness

of that institution. Accordingly, the NRCC's duties and rights

include constructive public commentary about the events of the day

and the House as an effective body.

The NRCC also is an organization concerned with the

performance, actions and the record of public officials. In the

wake of the reports in the Wall Street Journal, the Providence

Journal Bulletin and other newspapers in Rhode Island and around the

nation, the NRCC participated in the public debate. Its views were

those shared by the media and Common Cause. The NRCC commented on

issues of public importance by: (1) aiding a local citizens group



Oki" h rqu0ted # -iatofto f~ o' a ili1 about Cohgressman St
Germain (Bxhibit K), and (2)pwucinq And broadcasting a television

message calling tnton an elected public Offficial to release

information about his tax returns in order to clear up serious

allegations made about his conduct while in public office, see,

infra. at 8-9.

In response to a request from the Rhode Island Citizens for
NO Accountability in Government ('Rhode Island Citizens'), NRCC

0 assisted that organization with a mailing. As a condition for

LA spending its funds, NRCC received assurances from Rhode Island

1 Citizens that it would not advocate the election or defeat of any

candidate.

As of January 28, 1986, the only announced candidates in

Rhode Island's First Congressional District were Congressman St

Germain and Edward P. Beard, a former congressman who announced his

challenge to St Germain following the revelations of St Germain's
actions. Both are Democrats. There are to this day no Republican

candidates.

On February 17, 1986, Rhode Island Citizens sent to the
House Committee on Standards of Official Conduct the signatures of

2,080 residents of the First Congressional District who responded to

the mailing calling for an official investigation into the

accusations against St Germain and for St Germain to disclose fully

his tax and financial records. See Providence Journal, Feb. 18,

1986, at A7, col. 2.



- 7 -
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The DCCC alleges that: the "Direct' mailing attacking the

record of Mr. St Germaine* constitutes spending by NRCC subject to

the spending limits of 2 U.S.C. 441a(d); the mailing (Exhibit K)

lacked a required disclaimer, and this activity should have forced

an individual, who is not an announced candidate, to announce his

candidacy.

A. The Limits of 2 U.S.C. 441a(d) Are Not Implicated.

Section 441a(d) of Title 2 of the United States Code

Ln applies to expenditures made in connection with the campaigns of

candidates for federal office. In Advisory Opinion 1985-14, the

Commission 'concluded that the limitations of section 441a(d) would

apply where the communication both (1) depicted a clearly identified

candidate and (2) conveyed an electioneering message.' Fed.

7 Election Camp. Fin. Guide (CCH) 1 5819 at 11,185 (May 30, 1985)

-- (citing Advisory Opinion 1984-15).

rIn that same advisory opinion, the Commission defined
"electioneering messages" as statements 'designed to urge the

public to elect a certain candidate or party.* Id. (citing United

States v. United Auto Workers, 352 U.S. 567, 587 (1957)); see also

Advisory Opinion 1984-62, Fed. Election Camp. Fin. Guide (CCH)

1 5813 at 11,169 (March 21, 1985). Neither the mailing nor the

television message at issue contain anything that could be construed

as an Oelectioneering message.*



1. The "ailing

The mailing in this case conta-ins no *electioneering

message = as defined previously by this Commission and the courts.

In Advisory Opinion 1985-14, the Commission's latest decision on the

subject, the mailing refers to 'Republicans' and *your Republican

congressman" and urges the reader to contact the "Republicans in

Congress.* Some versions also had the tag line 'Vote Democratic.'

The mailing at issue in this case has no reference to any political

~ party. See Exhibit K. Nor is there any reference to any election,

pWr either past or future. Id. There is no reference in the mailing to

the election or defeat of any candidate. Id. There is no

solicitation for any money in the mailing, nor any mention of St

Germain's political campaign finances. Id. There is no Republican

candidate in the First Congressional District of Rhode Island.

It is true that the mailing by Rhode Island Citizens (and

the NRCC television message) identifies a public official and

discusses his actions and record as a member of the United States

House of Representatives. That is permitted under the Act and is

the First Amendment right of the press in Rhode Island, the press

around the country, Common Cause, Rhode Island Citizens, the NRCC

and all citizens of this country.

The statements complained of by DCCC are indistinguishable

from press reports, editorials and public comments. For example,
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the mailing states on its cover: aIt's time to clear the air.' (Se

Exhibit K). The Providence Journal Bulletin's September 13, 1985

editorial is entitled: OMr. St Germain Can Help Clear the Air.'

(Exhibit C).

The mailing reports on the articles in the Wall Street

Journal and the Providence Journal Bulletin and repeats their

finding that 'Congressman St Germain has amassed a multimillion

dollar personal fortune by using his public position to help wealthy

7 investors.* Exhibit A. It requests that readers 'sign the

1,f attached petition and mail it to us immediately.* The petition asks

the United States House of Representatives' Committee on Standards

of Official Conduct to "investigate these serious charges'

officially and further demands that St Germain publicly disclose his

taxes and finances. That is nothing more than what Common Cause

urged in its letter to the House Committee on Standards of Official
Conduct and in its accompanying press release. Exhibits F, G.

NRCC's financial support for such mailings is not subject

to any limitation under section 441a(d).

2. The Television Message

The DCCC argument that the television message at issue

promotes the candidacy of John Holmes and triggers 2 U.S.C. 441a(d)

is unsubstantiated by any citation to the message itself. The

complete script of the message reads:



A7I .
a: Mr,"

Evelyn C. Gr

Ezida M. Silva

John J. O'Brien III

Evelyn C. Green

super: Tell us the truth Ann: TELL US THE TRUTH CONGRESSMA
Congressman St Germain. ST GERMAIN.
disclaimer in
(over 1040 tax form)

These are the statements of Rhode Island citizens interviewed at

random. An examination of the statements shows that none mentions

any political party. There is no reference to any election, past or

future. There is no mention of the election or defeat of any

candidate. There is no solicitation for any money, nor any mention

of St Germain's political campaign finances. There is no mention of

John Holmes, the purported *candidate.*

This message cannot violate the Act since it does not

concern the election of a candidate for the House. See Advisory

Opinion 1985-14, Fed. Election Camp. Fin. Guide (CCH) 1 5819 at

11,185 (May 30, 1985). The broadcast contains no "electioneering

N

CONGRESSMAN ST GERMAIN WON'T1B!
OUT OF TROUBLE UNTIL HE RELEAS*S
HIS INCOME TAX FORMS.

IF HE DOESN'T HAVE ANYTHING TO
HIDE, IT DOESN'T DO HIM ANY HARM
TO RELEASE THEM.

I THINK HE SHOULD OPEN UP HIS
BOOKS. THAT WAY IF HE'S CLEAN
HE'S CLEAN. . .IF NOT, WE GOTCHA'.

WHAT HE'S DONE MAY NOT BE ILLEGAL,
IT SEEMS UNETHICAL, BUT WE WON'T
KNOW UNTIL HE COMES CLEAN WITH THE
PUBLIC.



....ringly dAO -005,4 , es not implicatet he
AO't nd its bt 044#t, tson

DCC aOIenot t0*tLOAa WseeuisasatoI .:atrIue*
DCC llge :+h+!%e•.,a.+19- t .isu +qires a statudtory

notice.

Under 2 U.S.C. 441d(a) and 11 C.F.R. 110.11(a), notices are

needed only if the 'communications expressly advocate the election

or defeat of a clearly identified candidate, or solicit any

Ln contribution.'

The complaint does not, as it cannot, cite any language in
1 the mailing that advocates the election or defeat of any

" candidate./ The mailing does not solicit funds. The mailing

does comment on the record and actions of an elected publicNr
official. But neither the mailing at issue nor, for example, the

.c press release from Common Cause require notices under the Act.

1/ DCCC is correct that the television message included asponsorship notice, since that is a prerequisite of the Federal
Communications Act. The mailer at issue did not contain a noticebecause none was required.See 11 C.P.R. 110.11 and Section B,
infra.

2/ The complaint also attempts to belittle the citizens group andTts numerical strength, see Complaint at 4 n.l, as consisting ofonly "two founding members.* On February 17, 1986, leaders of RhodeIsland Citizens presented petitions signed by 2,080 persons to theHouse Committee on Standards of Official Conduct calling for aninvestigation into St Germain's actions and for the Congressman torelease his tax returns. Providence Journal, Feb. 18, 1986, at A7,
col. 2.

I

marne
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Since the --activities alleged in', the ODCC-C complaint consist
of protected comtatitary on the actions, an record of an elected
public official, and do not contain an electioneering message, none

of the costs of the activities are allocable to any candidate or

potential candidate. 3  In effect, the complaint is an attempt to

stifle legitimate criticism by the Rhode Island Citizens for

Acc4untability in Government and the NRCC about a controversial

legislator.

un The mailing and messages at issue in this matter address a

matter of great public importance. But they do not advocate the
-IRS election or defeat of any candidate. Nor do they solicit any

funds. On the basis of Advisory opinion 1985-14 payments for these

activities are not contributions. Thus, they cannot create

candidacy since the definition of a candidate in part presumes the

receipt of contributions over a threshhold amount. 2 U.S.C.

LY. 431(2). Accordingly, any expenses paid by NRCC for these activities

do not create candidacy for John Holmes or any other person.

3/ Assuming arguendo that any costs are allocated toward acandidate as a result of the mailing or the television message, thenby the DCCC's logic they should be allocated to Edward P. Beard, theonly announced candidate besides St Germain at the time of themailing. NRCC, however, rejects the claim that a contribution hasbeen made to any person.

59
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Jan W, Baran
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Mak"' a Fo 4!
" a Private Investor,

House Banking Cief
Has Grown Very Rich
Rep. St Germain Has Had

Lots of Help From Those
He Ha! Aided Officially

The Summer [e in Newport
Dy Bcu JAC-Uo
And TUC.mm1e

"r J we n Mr. mI .
C" mv afitbrymothe a" d to-

M Penm St Germei. m in e r-te.
LWASHMINGTON - Wie Rae

Greene's Florida savings am im amo
coan was seeking federal permission to
issue stock In 1W. Rep. Fernand St Ger-
mn0es top aide was repeatedly phoning
regulators to check on the progress of the
apjcation. When the sale was approved,
thb congressman bought more than $$S.=

e newly issued stock.
Qch is the private financial life of Rep.

St Germain (he doesn't use the conven-
tic period in his
last name), who is
C:lh _man of the
House BankingCom-
mittee and self'pro- E . 1
claimied champion of
columers and com- .,
mbn folk like his
working-class par.
ents. Ever so
quietly, during his 24
years in the House,. ;the Rhode Island
Democrat has be .
come a millionaire. FendSt
An examination of
his private investments shows that. in ac-
quiring his fortune, the congressum has
had lots of Investment help from people
and institutions that have benefited from
his official actions.

As House banking chairman, the 57'
year-old Mr. St Germain is among
Congres's most powerful lawmakers. He
presides with unusually strong authority
over a committee that routinely handles
multibillion-dollar matters that shape the
nation's f'St-changing financial system. He
also is a iorce to be reckoned with at fed-
P" ' banking agencies. And as his power

rown. so has his wealth. IThe Inter-
nai Revenue Service is investigating what
it terms "abusive" tax shelters into which
the congressman put 5120.000 of his ns, ney
for S405.00 in promised tax ded. Iuns.

1, 9/11/85

Close to the Vest
Mr. St Germain Insists he has M r

clear of ethical problems. "I have iNvea1d
in diverse areas along with ftrid Ai
business associates." he Say "At al
times. I have been scrupulous to &vid con.
flilts" The onem an- Ig M
bosedthat his cards Aren't cku to his
vest. "they're imprinted em my ciu'"-
won't discuss many details of hi peima
holdings.

The analysis of his Niancis No been
pieced together from his s-
plete flnancIal-disclosure forms, fm Is-
terviews, and from public records em Il
at the Securities and Exchange Cmmfs-
Sion in Washington and in more tha a
dosen state and county offices in Rhode Is-
land. Florida, Texas. New York ma Mary-
land. It Includes these findlip:

-Mr. Greene. the founder and chair
man of Florida Federal Savia & Ls In
St. Petersburg. FLa., arranged for Mr. St
Germain to be included in several potm
tally lucrative real-estate lmvemtmsm In
Florida. Meanwhile. Mr. St Germals's
chief of staff contacted the fedal Home
Loan Bank Board on matters emeag
Florida Federal.

Mr. Greene says he never asked Mr. St
Germain to intervene on his behalf at fed-
eral agencies. He confirms that he Invited
the congressman into three land-ownerhip
deals, which weren't offered to the puliic.
"It's like anything else." Mr. Grem says.
"You sit dovn with your buddies and say.
'Do you want in?' And you either say yea
or nay."

-The foundation of Mr. St Germain's
wealth, five lnternaUonal House of Pan-
cakes restaurants, was bought with S1.3
million in mortgages from Rhode Island
lending institutions that put up nearly 100%
of the purchase price and assumed most of
the risk. One lender then publicly praised
Mr. St Germain's legislative help.

-Rep. St Germain is still reaping
profits from earlier, publicized real-estate
investments arranged by a Rhode Island
developer. Roland Ferland. who himself
profited from federally subsidized housing
developments that the congressman helped
obtain for the state.
Blue-ColaU Constituents

The congressman still seeks to appeal
to blue-collar constituents in his industrial
hometown of Woonsocket. At a hearing last
year. for example, he pounced on a witness
who argued that a certain proposal was fa-
vored by a banker In Newport. part of Mr.
St Germain's district. "Newport!" he sput-
tered. "That's where the millionamres have
their mansions."

But Mr. St Germain has becone a New-
port millionaire himself, golfing there dur-
Ing the summer at country clubs. staying
there at his recently acquired 5000 con-
dominium near the waterfront and drop-
ping in at celebrity tennis matches and an
America's Cup yacht christening. New-
port's Republican Mayor Patrick Kirby
marvels at the social blossoming of "the
new Freddy."

In winter, the congressman has jetted

Exhibit A
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with his wife On numerous peaking trips.
for which lobbying and Isie groups
picked up the tab. to such Suny pes as
Puerto Rico. Boca Raton, rIa. And Hilton

epd. S.C. He spends everal weends a
.tsar at his 1138.900 condominlum in a lux.
Wry high-rise building-in St. Petersburg.

His holdings last year included restau.
pants valued at $1.9 million and a portfolio
* stocks, real-estte partnerships and

-oney-market mutual f.nds that he valued
A between 5325.017 and $9 '0. He re-
cntly bought two more Florida co,..lmini-

mu as rental properties, a beach piar."
Ar Punta Gorda for $190.000 and a golf.
'esort property In Titusville for $47.900.

Mr. St Germain didn't Inherit his
.. ealth; his father was a foreman in a dye
lant. A lawyer, he didn't marry rich or
iake his fortune in the private sector. In

1i4. after hs congressional pay was
Ilsed to 530,000 a year from ,000. he
tojd a newspaper interviewer that merm-
hers of Congress would never get rich in
Eflce. "Whatever you mak,. you're going
to' spend." he said then.

But as he climbed the seniority ladder
become Banking Committee chairman

1181. his resulting power over the na-
T'flking. insurance, brokerage and

i6nstruction industries expanded. and so
4i his wealth. An estimate of his net
p0orth at the end of last year is between S2
mllion and 52.6 million, not counting a
bome In Woonsocket and a condominium
rsidence in Washington. D.C.Most recently, he has plunged into F!or-
jda real-estate investments with the help rf
Mr. Greene. Starting in December !9O).
Mr. St Germain, Mr. Greene and others
bought unimproved land around Alac ua.
Fla., near Gainesville. with the idea of su*-
'dividing it for sale as home sites. Neitn.e
man's name appears on deed or mortgage
'ecords, however, because the purcha--'
was made through a trust, as permitted t.
Florida law. In his annual financial d:sc ,-
sures. Mr. St Germain values his invosc-
ment in the Alachua deal at between S;.-
D01 and 550.000. Mr. Greene confirms :11,:
he Is a co-investor with the congress-
irtn.

About 1983 or before-Mr. St Geriain
has omitted the purchase date from h.s fi
hancial disclosures-the congressman ac-
quired an interest, which he values at be-
tween $5.001 and S15.000. in a Tampa. F'a..
parking lot that is also owned through a
trust. Mr. Greene says he. some of his :aw
'partners and Mr. St Ger.mam. :re co-lrwa-
tors.

In 1 ',. Messrs. ureene and St Gerj,,.,.i
oaned with others to buy. through another

anonymous trust. 160 acres of farmland in
the path of development about five miles
north of Tampa International Airport.
Land records show the trustee paid about
51.7 million. The congressman's disclo-
sures say he paid between $15.001 and 50.-
000 for his interest, and says it alre ily
iodluced income of between 55.001 and :6.-

0O0. Mr. Greene says he expects the !ard
transactions to be profitable. "This is
booming part of the world." he says.



The fortunes of Mr. Crese'ls avings
Association depend in large psrp0 legisla
tion that passes through Mr. St 0eftin's
tommittee. Furthermore, t- re'...
man's chief of staff at the CP~ Pu
Wqlson. has repeatedly
r, 'Uors concerning

& ations.
in 1963. when Florid M i

iiying to convert itself m . ..
owned mutual association to Ui W
ration. Mr. Nelson called toph oMNM -
'lals several times asking abo the cow*
iersion plan. Through a lokesm
Mr. Nelson denies any i to g
sure on the agency. saying "thes were
4imply calls abot tho vi?,,. --- no more

than that."
Some board officials saw these Calls as

a none-too-subtle prodding, however."When the chairman of the House Banking
Committee makes the inquiry and is intr-
estd. you know he's not interested In hay-
ing the thing turned down." says a former
senior attorney at the agency.

That wasn't the first such contact. A
bank-board official, now retired, recalls
that he became -absolutely ivid" when a
I Germain aide called him to complain
that Mr. Greene's son. Raleigh Greene ItI.

,.who was then Florida Federals outside
counsel, had been treated rudely by the

,ank-board staff. Actually, the official
SAys. "We treated him with complete cour-
tesy. but we didn't give him what he
"Vanted."

More recently, according to an attorney
still employed at the agency. Mr. St Ger-
main was "creating heat" on the agency's

r I ast summer to complete a review of
ai. .4plication by Florida Federal to ac-
,qire First Mutual Savings & Loan Assci-
ation of Pensacola. Fla. The bank board
was insisting on several conditions, and the

'ML eventually droooed the merger clan.
The Banking Committee chairman's re-

,lationship with Mr. Greene was well-known
around the bank board, a former board

,member says. "I knew that Raleigh and
Freddy were good friends." he says. "If I
.wanted to lobby Freddy. I would talk to
Raleigh."

But this same former board member
expresses astonishment when told that the
two men were business partners and that
the congressman had bought stock in Flor-
ida Federal shortly after the board cleared
its sale. Mr. St Germain bought between
$15.001 and 550.000 of the stock in mid-1963,
but he omitted disclosure of the stock pur-
chase when he filed his next annual finan.
cial return in May 1984. Last year. after
being questioned by this newspaper about
omissions on his disclosure form, the
chairman filed an amended report that
showed for the first time that he held com-
mon stock in the S&L

(Federal law makes it a civil violation,
punishable by a fine of up to 5,000. for a
congressman to "knowingly and willfully"
fail to report required information. In ser-
ov,- "ases. it can be a felony punishable by
L five years in jail and a $10.000 fine
fo, & congressman to make "false or frau-
dulent statements" on his .disclosure
forms. i

Mr. Greene says he didn't discuss the
stock purchase with the congressman or
ask him to intercede with rt0m12tnrt Mr

Exhibit A
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Soon after this newspaper bp
the cngressman's press sothe lqonda Federal connectiom

Germain sold the stock. He
sale In an unusual footnote to Iclosure report. "The acqunls ....g
tended to be temporary." he a4'
tire Interest In the fsavingl
was sold on May 22, 196." ?-
nearly two years after he bougt
and he probably lost money I
the sham at the initial offermgh ,
520 a share. It closed at 18i.75 the s
says he sold it.

By the time he became Mr. Oe
business associate. Rep. St Gerfmfrpg
already comfortably fixed. thanks
to an investment made in 1972. aftlw'
came chairman of the Subcom .... 5
Bank Supervision. Using moneyr
from Rhode Island lending instituts ja,
cluding federally regulated ...ks .e
quietly purchased five restaurant
from International Industries InC.
erly Hills. Calif., franchiser of the llat..
tional -iouse of Pancakes chain.

His ownership of the restauranto for
years was hidden from the public, and Ie
disclosed the bare outlines of it in lx aly
when required by the new Ethics in (Ov-

ernment Act. That disclosure didn't tel the
whole story? but Common CAsMe. thL sel-
styled citizens' group, said. then tha his
large bank loans posed a potential confict
of interest. And his Republican conpre-
sional opponent. John J. Slocum, charged:
"Here's a man who's been in Congress for
the past 18 years. living off a congremsonal
salary, maintaining two homes, traveling
back and forth between his offices, and
suddenly. lo and behold, at year's end 1977
he's got all the assets he has."

Rhode Island voters returned Mr. St
Germain to office handily, but what they
didn't know is that he got the loans without
putting up much of a down payment. The
new ethics law didn't require such infor-
mation, and the congressman didn't volun-
teer it.

For example, deed and mortgage rec-
ords show that the Rhode Island Hospital
Trust. a national bank based in Provi.
dence. lent him S2.500 more than the S239.-
500 purchase price of a restaurant he
bought in the Bronx borough of New York
City. Similarly, records show that Indus-
trial National Bank (now Fleet National
Bank) of Providence. lent him a net total
of $1,000 more than the combined purchase
prices of two restaurants he bought within
four days of each other, one In Providence
and the other in nearby Cranston. LI.

Not long after, according to newspaper
accounts at the time. Old Stone Savings
Bank. which held a mortgage loan of 3236.-
550 on the congressman's restaurant In
Richardson. Texas. printed Mr. St Ger-
main's picture in the pre-election issue of
its shareholders' newsletter in 1978 with a
story praising him for legislation. The
headline: "Old Stone wins congressional
support in opposing reserve bill-would
have reduced Old Stone earnings."

Mr. St Germain says he didn't do any
special favors for his lenders. He says his
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no-moneydown financing was justified be
cause the mortgages were secured both by
the property and by leases executed by the'
tenants. giving the lenders assurances of
adequate cuh flow to cover the pay-
ments.

But lenders seem tt have assumed the
major risk. They lent the congressman a
total of 51.3 million at a time when his con-
gressional salary was S42.50. The mort-
gages didn't make Mr. St Germain person-
ally liable for payments had any of the
restaurant operators failed.

Though the congressman's risk was
small, his profits have been substantial.
Total gross rents amounted to S165.000 in
1978. the only time Mr. St Germain volun-
teered the exact amount. They have al.
most certainly escalated since because
they are based on a percentage of the ten-
ants' sales. Meanwhile. Inflation sent the
property values soaring. Last Dec. 31. the
congressman sold his Providence. RI..'
restaurant for 470.000. a nearly 59% gain-
over the purchase price. Official tax as-
sessments of the remaining four restau-
rants indicate their values have risen at
roughly the same rate. Land records indi-
cate that Mr. St Germain probably cleared
about S400.000 on the sale of the Provi.
dence restaurant.

The lending institutions that made all
this possible won't comment on the trans-
actions. "We don't discuss or give out any
information about private individuals."
says a spokesman for Fleet National Bank.
which made two of the mortgage loans.

Mr. St Germain insists the loans were
made "on market terms" 'and adds. "All
the terms have been met. The loans were
clearly good business for the financial in-
stitutions."

Mr. St Germain was introduced to reai
estate investing as early as 1971 by his
longtime friend, political fund-raiser and
fellow Woonsocket native Roland Ferland.
While the congressman used his growing
political leverage on the banking commit-
tee and with federal agencies to help ob-
tain federally subsidized housing projects
for Rhode Island. Mr. Ferland became one
of the state's biggest developers and opera-

IU Ii
tors ot thoe Projects. in teelnI

'Mr. St Germain asked to be aOiti- ok
vest in some of Mr. Ferland's
haxuiy'apartment deopmns "ti'If something comes along. I hope youl l
consider me.'" the congmn reCalls.
Partnership records show he eventually
put up an Initial $12.500 to buy a 11% inter-
at in two of Mr. Ferland's developnts.
and a 20% Interest in a third. The IeOfds
show he was the only investor outsi the
Ferand family.

The Ferland transactions paid hind-
some returns. Mr. St Germain. In his lias
financial disclosures, reports selling a part
Interest in one Ferland partnership for be.
tween S100.00 and 250.000 in 10 an m
ports receiving between 10.001 and S*IM
00 as a "cash distribution" from 40l0mer
during 11= and 194. His recent disco
safes do not mention the third partneraip.
although land records show It wa selinr
units as condominiums during 10.

Mr. Ferland, who was treasurer of ep.
St Germain's first congressional cam-
paign. is a founder and behind-the-scenes
power of the political-action committee of
the National Association of Home Builders.
The PAC donated to Rep. St Germain's
lightly contested 1964 reelection campaign.
helping to swell his current campaign war
chest to 5602.650. one of the biggest of any
House member. The congressman recently
announced he will seek reelection againnext year.

Mr. St Germain says he sees no ethical
problem with his investments In the Fer.
land developments because the develop
ments he owns don't receive direct federal
subsidies. "I've always paid my share." he
says. "No special considerations."

Indeed. the congressman maintains that
he takes extra care to avoid being Influ-
enced by moneyed interests. He says he no
longer accepts speaking fees for appearing
at financial-industry gatherings (though
the hosts still pay his expensesi-'You can I
be very Independent when you don't take I
honorariums.." he says. "I think that we I
(in Congress* should be able tosw'vlve on I
what- we get." J

LP



Exhibit B

IRS: Tax shelters used by St German 'AlSW ve'
To Wd a we miserable failures. In al, 48 pd~nfful PU

Repa~dwuhpadom Of h. Wan Stet jewal. od byv Swanton from 1977 and 1964 mins olyI
Ceapdg 1IN& Dew Joes & Qo. AN lghs rsi. the coal they had Oi fID5IY projectesd a d

WASHINGTO - While other Democrats preach limited patMp ony aut two cuto of Et dol
tax reform, ep. Ferna St Germain was lavesting In they put In.
some legally dubiou .x shelters. The four tax shelters in which the cogressma

The House Banking Committee charmn cut his his money didn't fare any better than the the
fedeal Icase taxes bh putting money into shelters Swanton's SEC filings, coupled with its comlide
ffenlu w7f-e.offs of more than $400,000 for a cash placement memorandums, show that the four parts
invetfmat of U e2 f.oo or lee The leaity Of the ship In which be was includdied only 1. 6fl I
shelters - which were set UP --- aubly to mira coal cos originally projected. One was discontnued .
In Kentucky - Is currently being chffntpu by the Vthree others were "delayed" by "advena mal
Internal Revenue Service. eAditions" according to Swanton's disclosure sa

Mr. St Germain won't discloe h O returns, so It Isn't mLeat he limited partners were paid beck an avan
known what taxes he actually pif any. But from of only 0.6 ceng fo every dollar they put IL
Dec. 29. 1978, to March 31. 1982, he poured tens of The IRS Is currently contending that the pams
thousands of dollars into a series of limited partner- ships were just a mom to milk the tax system *
;hips that. according to confidential private placement bona fide business ventures. Swanton disclosed h
memorandums that the promoter circulated to potes- public filing that the IRS, after a year.long inveslj
till investors, promised quick tax deductions of be- tion, told the company on April 15 that It bellf
tween $3.01 and $3.60. for every $1 paid in. Swanton's coal partnerships violated Section 6700

These tax shelters - Darneli Associates, Lighthouse the tax code. That section forbids promotion
Hill Associates. ARG-80 Associates and Trinity Associ- "abusive" tax shelters, defined as partnerships tl
ates - were put together by a securities firm in New obtain tax benefits by means of fraud or p
York. Partnrship records on file in various county overstatement of the value of property or serfIci
courthouses in New York state show that Rep. St Swanton denies the allegation. "It is SwutN
Germain put up no more than $120.000 cash, and position that It has not violated Section 6700 Ina
perhaps as little as $105,000 plus a $15.000, non- manner," the company says in an SEC filing. But R4
Interest-bearing IOU. For this cu, or cash and paper, St Germain could possibly face a demand from the Ii
the promoter's prvate-placement memorandums for payment of back taxes and interest. Swantonm
promised write-offs totaling $405,344 during the first the limited partnerships in its coal programs are Uiu
two years of each partnership. to be audited because of the IRS's contention that th

If the congressman was in the 50 percent tax were abusive.
bracket in each of the five years in question, he would Mr. St Germain won't discuss these partnershl
have reduced his federal income taxes by a total of except to say in a letter that they "were for a twofh
$202.672. That would have left him $82672 ahead on purpose. They provide what could be a tax shelter, a
the deal before the first lump of coal was sold. they were purchased during the period when expe

As it happened, the partnerships were far more felt that coal certainly was a good investment fol
successful at mining the U.S. Treasury than they were return In the future."
In mining coal. The promotor. Swanton Corp. of New Yet the partnerships warned, in their confident
York City, earlier this year filed for protection from placement memorandum, that the promoter had md
clgdtors under Chapter 11 of the bankruptcy law. only "minimal" amounts of coal in the past and wasi
Eslir. Swanton filed an extensive disclosure state- fering tax write-offs based on legal postions that I
meat at the Securities and Exchange Commiso In courts hadn't tested and with which the IRS "uq e
Washington showing that its coal-mining ventures had agree."
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Exhibit C

Mr. St GermaM can help
ft. Fernmnd J. St Gwauui's sub. r I ae 0 this final point,

satal cm on of We dur- ekt, he a aly end
fag 13 terms in Congres lain the spculiom.
news aain. A .a poitial
topic locally for years, the ser Mr. St Gem nhmmmeed i
reached a national forum ids week Nletm n IO. All e neds to
with a Wen StrWt Jeqma article Is what a number of other m"
(reprinted yesterday in these p- Rhode Island politicad cadldil

;pers) on the congressman's growing have don in past years: publicize I,affluence In tandem with his iian, inoome-tax returns and net-wor
--dancy In the U.S. House. Mr. St statements. Altboug su*c Infom

Germain, chairman of the powerful tim is Propery confdential for avi
'House Banking Committee, reacted 4e citins, Its diclosure by pubi
by rejecting any link between that offim ekars Is hardly uswarnte
position and his personal fortune - This Is prticularly true In the cm

I--%and by complaining the latter was far un offcid whose private Income l

clear the air
at
all

for
do

us
tho-
ds
oac

As

been the subject of repeated queation.
Even without having aroused this

kind of curiosity that has marked Mr.
St Germain's personal financee, var.
ious candidte of both political per.
ties have voluntarily given the public
a complete financial accounting of
themselves. Some who come quickly
to mind Include Richard . Israel
when running for attorney genera,
John Hawkins for U.S. Senate, J.
Joseph Garraby for governor and
Vincent A. Clanci Jr. for mayor of
Providence, as well as the Incumbent
mayor, Joseph R. Paolino Jr. If they
found this course suitable, why not
Mr. St Germain?

So far, the First District congress.
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water.
gate law demands only that congress-
men report their finances within
broad categories; exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Street JourmaI then the
congressman ought to furnish his
income-tax return and net-worth
statement for a more accurate read-
ing. Other candidates have adopted
this as a good practice. It would seem
specially appropriate for someone In
tr. St Germain's situation.



To the Ethics Committee-'iN TIM1 PAST two Week" ArIN ofayigb a Rode I"hddvlprwopoie i iuris ..ow hmv bae= mads ye w a ad sa dseoer wrogram t Mr.t ujW
.tm0,ewa e f, ,, . Stoe. h L I b e st CAMe .

bliks W4L n s rm m tiw o m si -- be -- the" .Aid t sid W.hSt mm

.l t L d Dsa Tlh ee bth mted frm land esh Fl o*d'Wed to be solvd by the-Hom ages om mi. raad by a dleveter who aes a tvi hmda.te.A though not recary M the nue way. ti euae yteDndgCommittee ad that a" M r . Das int h alead pto e ed the way to a reoo top S& G eU in su cab to der re eds.tleitm in his cas le has adh.d at he repost. timabout p-t. by the rle r as pBir .My flew bac to his Soute ide dstrictma in sm Thum" u y ea Aka*t Cwr4 bu dd mg rlpe sft the quet ion whe the dorte m. ofmihthem on in ddowre om Hes mine r e" aI nisng Cault my hawe sed his ifluence odamoue galtse iding t .ta g , nt Iweti d to aiadse It is wisped thmt Mmo thal $100, from OnmEs wi anl lot in Gm enter Cars in 1960 with a1001i0 lMr. Di am n he did nt repw these .,..al mnub and nw ha a net worth over $2 mis.ttpbaeuethe -*.*I@a aI MM $96 per heL lb Conwite haidction over heavi reptr e ha now aVIed to reimm e the mam M i bushoesu and any member sou avo mrand to amend he dhdosure fom The edimo.. asdduous thn Mr. St Geman seems to have donewant to Coider the afia toar e the a fr using hie influec to idSdd 
Buteno opeintheHo ntodou himself.r.DOW~'s integrit, or to belive that he did any. Why hasn't the ethics committee taken publac-tliMwors than makle an honest mistake. tion to look into these matters? The quick answer* i h e gs agint Mdr. St Gennain, nude in The is, because no one has asked. No one, after aD, liMe*Wi StetJouna last week by reportrs Brooke to take on the chairman d an importat commit.Jackson and r=n CaMtniit am on their face nmre tee It is possible that the Committee is conductingme INS Jiu rk e Mprt4d &tt that Wr St Ger- an investigtion aad-it won't Comment amnde baskgh five Ed~ti. Hame of Paa~m that. If it is nat, it should. Thi is one case wherratmuaa wth 1.3 malln in kmm from Rhode I-Hous members' natual reluctance to invetgthodbak6 n tr~ th rquied imto itup th one o( their colleagues should be oteg byoNr no Cl Semad, the artic reporte Mr St Ger- their Concern for uphoding prprethical stand-mamprded romrea esateinvzaantsarrngd ars and for the reputation of the House itself.

4 Exh,itD



Exhibit E

And Mr. St Germain?
1HE HOUSE thics committee voted Turb-

to a ;r~a oftwy ifto the*
of Rep. Da Danie (DV). We AMnd

g W'Mr. Del accepted and M .t doee 23
h pn te . back and ath to ds
fto Us*c Nrcraft Corp,$ ald0 House ru
forbid aepting a total o $100 or m e a year in
gi(* frm corporations, wth legislaton before
C nipeu and require dOclosure of any ifts worth
muohan $250. During the tame period, Mr.

0 D81USurged Congess to buy Beech's C12 for the
Pto . Mr. Daniel hu apologised on the floor
o( the House, ha sent the compey a check to pay
for the rides, and has amended his disclosu
forms. 5d the ethics committee should investi-
,te and repot. to day the rule and to help
How members dce whther any further died.
-li is warranted.

We hope the CnWrtes blue to amumcs at
th v dine any ml amm w the ame of Rep.
Fermnd St Germain (DR.L) doss no re;Pe any.
thog mare than a bit f deay. For facts alegd by
Drools Jacmn and Tn Camngto in The wag
treet JAunal rAM a m= MIN q useda than

anyaw has alased in Mr. Daniels cae. The question
is whether Mr. St Germain. A of the HouM

TBaLdng qence and Urban Affairs Commtte in s
used his ha~ position to Atrich Inuf nrwy

These questions go to the hart of the integrity

of the Houe and of the Democranlc nority that
eected Mr. St Germain to hi cha manelp. The
BmdanCng ttee has jusdictio over ist
dns that ar necearily cloel repud by
g ovem ent CI id Ie i benls and uviw i.
stinitiou s besont"a to the operation of the esw
omy, ad in rcnt yesrs that comfidswe ho bee
shaken by the depositor rum and algIedM o
abuse of tt by ider 1 Msut re
sp nsi ftie a pers an n Mr. St Gerusil's pO-
tion are a est at those 0f any mmber of C&-
gre. If he s nnocent the chargss, he derve
to be pubkl cleared of them confidence in hit
actions is at stake, M is fundam fairness to
the man. If it is estabed that he has unde-
mined his ability to fum those rpIbi by
attemptng to enrich e i , it. wow
be a rave dereliction of duty for CaMpes 0 to
take stern A--pin y actio

It is the edis comiittee's repat0ilt to in-
vestigate the charges. Members Of Congess are
underndablY reluctant to accuse their ColNgM
of miscMdut But surely they understand that
mby a member in a positio of high trust,
with pivotal responsibilities in a mast souitive
regulatory area, must be either cleared or rdXbkd
if the reputation of Congress generaily, and of the
majority party in the House in particular, are not to
suffer harm.



1- 3 mExhibit F
I~3SDIA L Virginia SassanFriday, Seper 13, 1985

coi n CUSE CALLS FOR HOUSE ETICS COmwIUT

rIVESTGATIONS OF REPRESENTATIVES DANIEL AND ST GERMAIN

Coamon Cause today called on the House Ethics cm ttee to investigate

recent allegations about Representative& Dan Daniel (D-VA) and reznand

St Germain (D-RI) to determine if House rules have been violated.

In separate letters to camittee memberss, Cmmon Cause raised the two

cases, noting the followingt

"W -- on September 10, 1985 the Richmond News Leader repoted that Daniel, a
senior member of the House Armed Services C;mittee, travelled "on an aircraft
of a defense contractor" and "has not reported the travel on financial
disclosure form in recent years." House rules prohibit the acceptance of gifts
of $100 or more from those having a direct interest in legislation before the

0 Congress and require disclosure of gifts of transportation from others.

%T When asked if he knew whether he had complied with the gift limitation,
Daniel told the Richmond News Leader, "I really don't, and the truth of the
matter is, I don't care."

-- on September 11, 1985 the Wall Street Journal reported that Representa-
M tive St Germain "has received lots of investment help from people and institu-

tions that have benefited from his official actions" and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Code of Ethics for Government Service instructs members never to accept
"benefits under circumstances which might be construed by reasonable persons as
influencing the performance of his governmental duties."

Comon Cause called for the Committee to investigate in both cases whether

House rules had been violated and to issue a public report of their findings.

Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.

0 0



'Exhibit G

SO 13, 1985
The Honorable JUX'"4.C. , C, AOr
Committee on Offdtd offuiW4COR4I
HT-2 Capitol
Washington, D.C. 20515

Dear Chairman Dixons

Allegations concerainq R4pX."tAtiv e St Grmain's privateinvestments and his position as' t hotww ofa the Vouse Banking,Finance and UrbanA kffa._S Cofutte PPte
Journal on September1, 1985. $ re" rt inicate tatRep. St Germain "has had lotof t vt at hep from people andLn institutions that have benefited £tom his official actions.*

The Code of Ethics for GOVexiwnu Service (72 Stat. Part 2,B 12, para. 5) instructs bers:h ver at 'discriminate unfairlyIN by the dispensing of special favors or privileges to anyone," norto accept "benefits under circumstances which might be construedby reasonable persons as influencing the performance of his
governmental duties."

The House Ethics Manual states that this provision wouldlook to the "relationship between the receipt of benefits from aprivate source and the official duties or acts of a Member . . .as to any appearances of possible improprieties, undue influ-ences, or breaches of the public trust in violation of thisprovision which, as noted by the House Committee on Standards ofOfficial Conduct, works to $prohibit conflicts of interest andthe use of official position for any personal benefit.'"

Common Cause believes it is essential for the Committee onStandards of Official Conduct to initiate an investigationconcerning the allegations made about Rep. St Germain to deter-mine if House rules have been violated and to report publicly on
its findings.

Sincerely,

Fred Wertheimer
President



SFredy dhis rindshibit

1 0%
R p. Fernand J. "Preddy" St riermai

chairman of te House Banking Corm
Iitte, is not the ffirst memher of Con

rm to enrich himbelf through conflict& i
interest. It would be vain tAi hope that he woulc
We. the lat. Nut if the Hous wants ts h%.Imething moire than a national laughing stuck
it had better get about punishing him In waythat might deter others fur at least a littlewhile.

8t Germain's conduct, aA expased this week
toy the Wall Street Journal, calls at the mini.mum for the House to reprimand or censure
him and dump him from his chairmanship inthe event that his traditionally indulgent
Rhode hland conptituent insist on re-electinghim next year.

It would also seem to warrant a federalcriminal investigation into his failure to report
his ownership of sulstantial stock in FloridaFederal Savings and Loan when he filed hisfinancial dischoure form fur 1984. When hefinally disclosed it this year - after he knewIhe Juurnal's reporters were on his case . heoffered the ingenious excuse that 'the acquisi.
ti,,, was intended to he temporary." What
q4 m t k bpec'ulaoti,,t aren't?

ST GERMAIN'S deep involvement withl-,rida Federal and with its chief exeutive.
Raleigh Coreene. i all the inure que.stionable
heram,.e of St Ceriain's e'tensive legialativee'fforts in behalf of the thrift industry. When St(ermsin appeared here for Florida Federal's.A)th anniversary celebration and nffce towergrindhreaki," in .January 1981. he boasted(hat his recently enacted deregulation bill,%,,uld give ;-vings and loans the pnwer tot ,inpete Rgaiant bdnks and brokerage firms in afull range nf financial servicef Was this h.s -1-r he' trul heIlie~ed in the bill? Or beca,$iela: goo,,d budly. (reene. had been cutting him.,it, three promi.sing Florida land de-als andhad hclped him finance a condominium inlBa. front Tower?

The Journal Ae dischoed that certainRhode Island hank. lent him nearly.the fullpiurLhase price and assumed most of the riskwhen St Germain l:iauht five paneake restau.

1 k' 5 ). ?31 t.

rants with $1.3-rmillion in mortqages. Were the
- banks wo generous bec aue they liked him? Or

SLecalse they feared his wrath?

f St Germain's had judgment i proportion.
ate to hi, power as a committee chairman,*hich is nearly absolute, and which he has used

. with definite paiztiality toward the thrifts. De.
Pit criticism, he kePt the chairmanship of the
'inancial Institutiona Subcommittee after at.

taining the full committee chairmanship in
1981. It hadly needs to be &aid that it was
wrons for St Germain's staff director to be
pressuring federal banking regulators in sup.
port of Florida Pederal's stock conversion and
other matters involving the St. Petersburg in.
titution. St COrmain's subsequent purchale of

Florida Federal stuck look$ especially ques-
tionable for that.

FOR HIS part, Greene told the Journal
that he never asked St Germain to interee
with federal regulators. For his part, St Ger.
main isn't saying much except to accuse the
Journal of viewing, his affairs "in the worst
pmsible light." The best poiuable light wouldn't
he any too good.

Greene did admit that he had invited St
Germain into the Florida real estate deals. -It'slike e:...hfna else," he told the Journal. "You
sit dc.., with your buddies and say lDo you
want in ' And you either ay yea or nay." (ieGreer'e credit fur a candid commentary oncertain f:-rma of business practice, but not for
hisj udt.r.ent in evtpsing himselfand his insti-tution to potential criticism. There's something
wrong % ith the system when powerful hankers
are "bu 'lies" with the chairman of a congres.
sinal t 'king committee and cut him in on
land do '_i not offered to the general public.

It's - .e to know, however, that even St
racrira;r, hu his limits. Notwithstanding hisI11crat% ' ;-'ate banking deals, he doesn't ac.
,ept h,. : 'iu..ns for speaking at banki:g in.
duptry c ventions. "You can be very indepen-
dent %w- -a you don't !ake honnrariuma." he
.nid. "1 ' r.k that we (in Congress) should the
able to l .:rive on v4hat we get."

The) -hou!d and they do. The que.tion is
where t" .,,- yget it.



0
.~, 4"

Pid e of Red Estaft
The newsper reported that Mr. St
rmain. who repfueumu a snl

bluemftlar dls~ict in ester Rhode
Island, had bough a 30000 o
dominum at Newport. R.I., aimso his
district, and two Flouida. P up 9ra
for nearly 80.000.

It said Mr. St Germain awneaum.
rants worth $.I. million plM stock.
real etate an mutual funds valued
betwem .0S,0 and **,OL

The Journal also said the Inernal
Revenui service is nvuept"
what that agency tem "abuilv
shelters" In which the C amma
has inveted S120.000 for pr-mieMd ta
deductiom of 54050t.

Mr. St Germain, 57 years ol, sad
the article contaned '"mfair and a.
supported imudos," but be said he
would not "enage in a drawn-u
poW.byjpoi " argumem-
Th. newspaper said the l43rmv

sman had bought 51.00
oin Florida Federal SaM.

a0d Loan after a top aide repeat.
Federal regulators to

ccn the progress of the ntlsm.
ton's pto Is the MC.
Mr. St Germaln's chief of staff at

the - Committee, Paul Nelsm
said-the c had been made only to
leanz the staus of the stock proplain

Ti
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St Germ an
Exhibit I

ISe maiMS ao siGumS prida ofFlorida uW

had a hane. u Mr. St Georuab
take etinseveral lucrative re

Mr. arems. who swd he hA e
askied Mr. St Germain ft' hel I

sigso. comfraMo dtah e
UNvKe th CauPesMIN' to prAu&.pat In three ml satat .tvemorn .
thaM wem m oIK it th o Pm -

Ila DOW r elesaid 0. St

=ed. Island bWN ar' ammi Is
aessof the "Kserh3 Viceof w
tauramte fr whi Nh " a

r st Oemal said be did noPe.
ab far , Wre bank wh_ =

smsalary Was 085 a 2n.
Saswere MINry - 118m hr
the Annc u , h ai .

Me jou also Said n' Mi-
in New York show that Mr. ft C.
mai Ungated upto I=.0= In tM

t an as n Am 1eMMOM
toaling 44 duSong the IMrnit
years @1te teilem ILL

-md that the tan aris wens
jmt a m m o milk the ta sofem
to bas fide busibm vemtwm, the
nWaspaper saw

o: Defends
F'i nances

Pl,:OvMD. Z .Ll. ,.u

al tody hr Mnl t a hU s,
Calved - Pn
a"d - that have bendi
from his actio as chairm f s

g l~so ind _1109 Uf f

I. Itsem . "or iam M
kesW 't fto ."WINo and unW
Mhe Strm Jowunl has A=

sat lmgft to cm
nmnt the woM possible %f

official action an my part
woud have craMed Mfllm of laho
at In -scUm -w them Iaveo

I& a front-page aticl to bV
is3mm. The Jounl Said It MUM e
Iys Mr. St German's financs fm
his fMncia dscmaw forms. hMer
view and rewd at the Seinln
ad 9mchange Comm iion and mm

an a doran state and cmmtyotflm



Exhibit

WASHINGTON - The Washf:'
ton Post yesterday called totI-
investigation into a newspaPer1f
port that Rep. Fernand J. St Ger
main of Rhode Island has become A
millionaire with help from POe
and institutions that have 80im
from his actions as HOUN ak
Committee chairman.

Any House member "should
avoid more assiduously than Mr. St
Germain seems to have done even
the appearance of usin 8 his infl*
ence to enrich himself.' the news'
paper said in an editorial that called
for a House ethics committee ilves.

LV)tgation.
The editorial specifically cited

Nthree elements in a Wall Stu
Journal report:

so ... First. that Mr. St Germala
bought five International House of
Ftncakes restaurants with $1.3
million in loans from Rhode Island
banks. on terms that required him
to put up little or no cash.

"Second (that St Germain) profit-
4ed from real estate investments

arranged by a Rhode Island devel-
oper who profited from federally
subsidized housing programs Mr. St
Germain helped obtain for the
state.

"Third (that St Germain) has
benefited from land deals in Florida
arranged by developer who chairs
a savings institution regulated by
the Banking Committee, and that a
top St Germain staffer made calls
to federal regulators about appUca-
tions by the developer's firms."

St Germain aide Richard L.
Maurano said that if the ethics
panel decides "to look into some-
thing, they'll find that he's doe
nothing wrong. It's their call."

Maurano noted that St-Gemain
will appear on a television inter-
view show In Providence this
weekend to discuss the matter.

The office of Rep. Julian C.
Dixon, D-Cal. the ethics pnel's
chairman. did not answer a request
for Comment.
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q OR CC OUNTABILiT

Dear Txpyew:

YOU may have I.r. 1m d a ermai, has been acused

of soffgVf @IW h
.o" ,,:fi: an >

According to the WN SuswJ~wal, The AevOPOPM I uiu te
respected~ ne;ees Cepa f St Geflai has su~ed a muhiunuf dollar
ro une by Usm:,Jh public potM to h eljty inve"or.

it's time to clear the air.

That's why Rhode IsIland Citizsel for Ac in Govemefi are askin
Congessman St Cermin to disclose in detail his IUcill records and make avallable to
the public his tax returns.

Unfortunately. St Germain has refused. And that's bad because the people of Rhode

island have a right to know if our COngrema Is tf the truth.

We glo have a right to know if St i'rma is tralm to hide soiaethina.

In past years. public ofncfd of both picsI Pimes have givep the publ4c a complete
filancial accounting of themselves.

Some who come quickly to mind are R ad sael when running for Attorney
General. John Hawkins for U.S. Senate. Joseph Garr hy for Governor, Vincent Clanci. Jr.
for Mayor of Providence. and incumbent Mayor, Joseph Poolino, Jr.

If they found this course suItable, why not Conpessfilfi St Germain?

just at a time Rhode Island citizens are demanding our leaders be honest and above

reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one so62to0: Co0%:smaSt Germain must come clean by fully

disclosing his taxes and finances. To do othrwis would bring an end to our efforts to rid
our government of corruption and hos who seek personal gain.

That's why we-Rhode Island Citizens for Accountability in Government-urge you
and other members of your household to sipn the attached petition and mail it to us

L ' immediately.

The peition asks the LS. House of Representatives' Ethics Committee to officially

investigate these serious charges and fiuther demands that St Germun publicly disclose his
XT" taxes and finances.

C The people of Rhode Island deserve to know the truth. The time for answers is now

Sincerely.

Sandra 'inslow. Chairpertson

P.S. Please sign the petition and mail immediately

Te: -eswsb Julm Obtn. Clona

I (we), " $uorl nd, urge , _ _ _ _

te EFlm Comnme ole House 1,'W'

ol Repm-lnato conduct an 2._____________ PMn N"g

cugins Conressman 3. PW e __ _ _ _

St Ge~i aid fwlw ask that
Mr. St Ge~aif tax and fin ance
records be full discloed. Thank
you. co

S gS ,t-
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Mr. Charles No Steele
General counsel
Federal tlection CoLM0m~S
999 8 Street, N. w.
Washington# Do C. 20463

Iw

an- ,-

RI: ~

ATTN: Kenneth A. Groe,,
Associate General Counsel

I 'W0
4bo

Dear Mr. Steele:

I am writing in response to your letter of Jauary 9, 1986, addressed to Mr.
William J. McNanus* stating that the Federal tUetion Commission has
received a complaint alleging that the Re lican National Committee may
have violated certain sections of the Federail lection Campaign Act of 1971
as amended (FECA).

Your letter enclosed a complaint from the Democratic Congressional Campaign
Committee (DCCC). This complaint provided no factual allegations upon which
it is possible to conclude that the Republican national Committee may have
violated any provisions of the Federal Blection Campaign Act. For this
reason, the Commission should take no action against the RIC.

The only actions of the RISC alluded to in the complaint are newspaper
reports of a poll conducted in Rhode Island.

The RNC did commission Decision Making Information (DNM) to conduct a poll
in the First Congressional District of Rhode Island. The poll entailed
approximately forty-eight (48) questions, and the Committee paid DNI
$11,400.00 for their work. The survey was completed on August 5, 1985. The
results of the survey were transmitted to the Chairman of the Rhode Island
Republican Party, Mr. Holmes, on August 22, 1985. It is not clear from the
complaint which specific provisions of the Federal Eloction Campaign Act the
DCCC is asserting that this action violates. There is no allegation that

Dwiaht D. Eisenhower Reoublican Center 310 Fint Street foutheast A YA44AA 
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Mr. Charles N..Steele
General Counsel -"
Federal Election ComisSion
999 East Street, N.W.
Washington, DC 20463

Attention: Kenneth A. Gross, Associate General Couno3 l

Re: MU.R 2116

'mi.A. S 2
GWd L MOC

Midwu N inS

Alkd H JUb

SW40. K Mdm~i

"ati A. Gwme
G SuM NdmpI

A- Jr. HmdN Jr
0. Gr"ah3am_

Nigh L. Nil

~UA. A m

RAM S. ft5
MonbhL Lve~u

M", 

P. 
Hlm

DaM T. Im

Lwk . UAW

tT Inm ed

Dear Mr. Steele: r4

This will respond to your letter of January 9, 1986
to Mr. John A. Holmes, whom I represent as his attorney
in this matter.

Your letter asked if Mr. Holmes would submit a
response to you with respect to the Complaint filed
with the Federal Election Commission by the Democratic
Congressional Campaign Committee against Mr. Holmes and
others for alleged violations of the Federal Election
Campaign Act and related regulations.

At no time material to the allegations in the com-
plaint has Mr. Holmes been a candidate for nomination
for election to the House of Representatives for the
First District of Rhode Island.

Contrary to the allegations, Mr. Holmes did not
coordinate and cooperate with the activities of the
National Republican Congressional Committee, the Repub-
lican National Committee, and the Rhode Island Citizens
for Accountability in Government. The mailings, adver-
tisements, and other conduct complained of were done
without seeking or obtaining Mr. Holmes' consent and
without his knowledge.

430 Park Avenue
New York, New York icozz
111 08-4411
Telecopier as 3018-4844

ajo Royal Palm Way
P.O. Box 1a6&
Palm Beach, Florida 3 3480
305 833-7700
Telecopir 3o 6s5-871,
Telex 37&8o4 EDWANGELL PBH

A"W4'u'e45

&61 Frankl Street
BosM0on, M Adum 01110
6e1 4359-4444
TdecOPir 617 49-4170

.. ~ j%.



of the challenged activities pro-
.,of Mr. Holmes. Thru, the unQSUIorted
* was somehow "i Ivoed" with the

irting these activities such that he
* register as a candidate under the Federal
Lg Act should be rejected.

Enclosure

P.S. Mr. Holmes did not receive your letter and the
enclosed Complaint until March 15, 1986. I am
also enclosing a Statement of Designation of
Counsel.

Elec
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Providence. Pode land Q2903

tWain 8 O(40 ) 274-9200

The above-named Individual is heceby designated as my

counsel and In autbocized to receive any notifications and other

co munications from the Commission and to act on my behalf before.

the Commission.

Date "

m"iou, vin° KtlE John A. Holmes

ADD3:l 5 Surrey Road

Barrington, Rhode Island 02806

IUUXIUU 1UC ( 401) 433-1900
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RB: JUR 2116
Republican National

Committee
William ,. NcNanus, as

treasurer

Dear Mr. Sradens

The F1eral Uetioa Commission notified the Republican

National C*.ittee ad William J., McManus, as treasurer, on

January 9, 1 o *,splaint alleging violations of certain
sections of- t 1ed% 1tion Campaign Act of 1971, as amended

('the Act'). A6 y" of the complaint was forwarded to the

Committee at that time. We acknowledge receipt of your client's

explanation of this matter which was dated January 21, 1986.

o Upon further review of the allegations contained in the

complaint and information supplied by you, the Commission,
on ,19S6, determined that there is reason to believe

that the Republican National Committee and William J. cNr4anus, as

treasurer, violated 2 U.S.C. SS 441a(d), a provision of the Act.

"o You may submit any factual or legal materials which you believe

are relevant to the Commission's analysis of this matter. Please
csubmit any such response within ten days of your receipt of this

notification.

The Commission found no reason to believe that the

Republican National Committee and William J. Nclanus, as

Treasurer, violated 2 U.s.C. s 441d.

The Office of General Counsel would like to settle this

matter through conciliation prior to a finding of probable cause;

however, in the absence of any information which demonstrates

that no further action should be taken against the Committee and

Mr. Mckanus, the Office of General Counsel must proceed to the

next compliance stage as noted on page 2, paragraph 2 of the

enclosed procedures.
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. isa)

Jan W. Baran, Esquire
General Counsel
Benjamin L. Ginsberg, Esquire
Legal Counsel
National Republican Congressional Committee
320 First Street, S.1.
Washington, D.C. 20003

RE: MU1 2116
National Republican

Congressional Comittee
Jack McDonald, as treasurer

Dear Messrs. Baran and Ginsberg:

The Federal Election Commission notified the National
Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections of the Federal Election Campaign Act of 1971,

as amended ("the Act"). A copy of the complaint was forwarded to

othe Committee at that time. We acknowledge receipt of your

client's explanation of this matter which was dated February 17,

1986.

Upon further review of the allegations contained in the

complaint and information supplied by you, the Commission,

on 1986, determined that there is reason to

believe that the National Republican Congressional Committee and
Jack McDonald, as treasurer, violated 2 U.S.C. 55 441a(d), a

provision of the Act. You may submit any factual or legal

materials which you believe are relevant to the Comission'S
analysis of this matter. Please submit any such response within
ten days of your receipt of this notification.

The Commission found no reason to believe that the National

Republican Congressional Committee and Jack McDonald, as
treasurer, violated 2 U.S.C. S 441d.

The Office of General Counsel would like to settle this
matter through conciliation prior to a finding of probable cause;

however, in the absence of any information which demonstrates
that no further action should be taken against the Committee and
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Flo0RAL-EECTIN COMMISSION
WASHINGTON. O.C.. 3b*3

• 0bwt . FlaMZrzs, Jr.
U4wards & /Ang*1l

2700 ,os0tlTrust Tower
providence, gbo* island 82903

RE: 4UR 2116
John A. Holmes, Jr.

Dear mr. Flanders:

NOn march 15, 1986, the Commission notified your client of a

complaint alleging violations of certain sections of the Federal
Election Campaign Act of 1971, as amended.

The Commission, on , 1986, determined that on the
basis of the information in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. S 432(e)(1).

U, Accordingly, the Commission closed its file in this matter as it
pertains to your client. This matter will become a part of the

0 public record within 30 days after the file has been closed with
respect to all respondents. The Commission reminds you that the
confidentiality provisions of 2 U.S.C. $5 437g(a) (4) (B) and
437g(a) (12) (A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed.

r Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counsel



FEDERAL ELECTION COMMISSION
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Office of the Commission Secretary

Office of General Counsel

May 19, 1986

4UR 2116 - General Co=nel's -Ioort

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
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Non-Sensitive

24 Hour No objection
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Non-Sensitive

Information
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Other

[xIIlxil

[ I

[ ]
[I

[1I

DISTRIBUTION

Compliance

Audit Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions
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below)
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The Honorable Tony Coelho
Chairman
Democratic Congressiola..mpaIgn
Committee

430 South Capitol Street
Washington, D.C. 20003-

Dear Mr. Coelho:

This is in response to your letter of April 24, 1986, in
which you request infor ation pertaining to,-te,- com plaint filed
by the Democratic Congressional Campaign Cm*t with the
Commission.In

As you know, the Federal Zlection Campaign Act prohibits any
person from making public the fact of any notification or
investigation by the Commission unless the party being
investigated has agreed in writing that the matter be made
public. (See 2 U.S.C. S 437g(a) (4) (9) and S 437g(a) (12) (a)).
Because there has been no written agreement that the matter be

omade public, we are not in a position to release any information
at this time. We will notify the DCCC as soon as the Commission
determines what action should be taken.

While, we understand you are anxious for a quick resolution
of this matter, we unfortunately cannot provide any further
information at this time. We will advise you as soon as
possible.

Sincerely,

Enclosure
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WASHINt

The Honorable Tony Coelho
Chairman
Democratic Congressional Campaign

Committee
430 South Capitol Street
Washington, D.C. 20003

Dear Mr. Coelho:

0 This is in response to your letter of April 24, 1986, in
which you request information pertaining to the complaint filedTr by the Democratic Congressional Campaign Cb ittee with the

LO Commission.

The Federal Election Campaign Act prohibits any person from
making public the fact of any notificati n or investigation by
the Commission unless the party being investigated has agreed in
writing that the matter be made public. (See 2 U.S.C.
S 437g(a) (4) (B) and f 437g(a)(12)(a)). Because there has been no
written agreement that the matter be made public, we are not in a
position to release any information at this time.

As Mr. Robert F. Bauer was informed by letter of January 9,C1986 (copy attached), we will notify the DCCC as soon as the
Commission determines what action should be taken. We cannot, of
course, advise you concerning your contemplated action pursuant
to 2 U.S.C. S 437g(a)(8).

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
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Paid tor and authorzed bv the Democratx Congre.sional Campaign Committee
® ',NW1

RE CE"'Y ) ri* f 1E FEC

JDAMO 110., U6
DEMOCRATIC

CAMPAIGN COMMrMEE

April 24, 1986

ral Election Commission "
E Street, N.W.
ington, D.C. 20463

Commissioners:r0

On December 20, 1986, the Democratic Congressional Campaign
ittee ("DCCC"), through counsel, filed a complaint with the_
ission, alleging numerous violations of the Federal aectioI
iign Act by the National Republican Congressional Committ i,
blican National Committee and Mr. John A. Holmes.

Our complaint described in detail violations which were
itted by Respondents in an effort to undermine the reelection
rts of Congressman Fernand St Germain (and thereby promote
:andidacy of his likely Republican opponent, Mr. Holmes).

Under the Act, Congress has provided for a period of 120
beginning the day a complaint is filed, within which the

Ission must act. This period lapsed April 17. However, we
not, to my knowledge, received notice of the Commission's
)sition of our complaint, nor has any public disclosure of
enforcement file reflecting appropriate resolution of the
es been made.

As you know, election years run on immutable timetables, and
:ion year offenses go unpunished if they are addressed only
the election is over. In election law, "Justice delayed" is
tradiction in terms.

I would ask that the Commission comply with statutory
rements and bring this matter to a close now in one of two

(1) a completed conciliation agreement, including a civil
ty proportionate to the offenses committed; or (2) an
Liate move by the Commission to Federal court to seek
:ial assistance if Respondents are refusing to negotiate in
faith toward a timely and appropriate settlement. One
in or the other is necessary if the public interest is to be
d.

430 SOUTH CAPITOL STREET • WASHINGTON, DJC. 20003 - (202) 863-1500
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Federal Election Commission
April 24, 1986
Page Two

As you also know, the DCCC recently filed a separatecomplaint regarding similar efforts by the Republican Party inMichigan to evade expenditure limits and disclosure
requirements.

In short, I am concerned about an emerging pattern of shamgroups and other GOP vehicles that have been created in thiselection cycle to funnel resources -- without allocation ordisclosure -- into districts with the sole intent of damaging thereelection prospects of Democratic incumbents. Given theexperience in the closing days of the 1984 campaign, whenmillions worth of so-called "generic" ads began running againstindividual House Democrats in their respective districts,I am not interested in letting this drag on until the fall of
74 1986.

Vr In the event the Commission is unprepared to act, then Iwill direct the DCCC as Complainant to take the action authorizedby law under 2 U.S.C. 437g(S)(A). I hope and trust this will not
be required.

Please let me know if you have any questions. I look
forward to hearing from you.

Sincerely,

C TO ELHO
CHAIRMAN
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March 28, 1986

Mr. Charles N. Steele
General Counsel
Federal Election Commission
999 East Street, N.W.
Washington, DC 20463 -.ow

Attention: Kenneth A. Gross, Associate General Counsel

Re: MUR 2116 * a

Dear Mr. Steele:

This will respond to your letter of January 9, 1986
to Mr. John A. Holmes, whom I represent as his attorney
in this matter.

Your letter asked if Mr. Holmes would submit a
response to you with respect to the Complaint filed
with the Federal Election Commission by the Democratic
Congressional Campaign Committee against Mr. Holmes and
others for alleged violations of the Federal Election
Campaign Act and related regulations.

At no time material to the allegations in the com-
plaint has Mr. Holmes been a candidate for nomination
for election to the House of Representatives for the
First District of Rhode Island.

Contrary to the allegations, Mr. Holmes did not
coordinate and cooperate with the activities of the
National Republican Congressional Committee, the Repub-
lican National Committee, and the Rhode Island Citizens
for Accountability in Government. The mailings, adver-
tisements, and other conduct complained of were done
without seeking or obtaining Mr. Holmes' consent and
without his knowledge.

430 Park Avenue
New York, New York toozz
21 308-4411
Telecopier z Iz 308-4844

zo Royal Palm Way
P.O. Box z6z
Palm Beach, Florida 33480
305 833-7700
Telecopier 305 655-8719
Telex 3728004 EDWANGELL PBH

2.65 Franklin Street
Boston, Massachusets 02110
617 439-4444
Telecopier 617 439-4170

1408
CI "TAPYDv"
40!176-66111
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NoredVopv none of the challenged activities pro-
med ithe candidacy of Mr. Holmes. Thus, the unsupported

iU! that Mr. Holmes was somehow "involved" with the
e* itures supporting these activities such that he
was required to register as a candidate under the Federal
Election Campaign Act should be rejected.

Verytuy ut

Robert G. 4Flanders, 4Jr.
Enclosure

P.S. Mr. Holmes did not receive your letter and the
enclosed Complaint until March 15, 1986. I am

In also enclosing a Statement of Designation of
Counsel.

T

(110
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2116

MM Oair co Robert G. Flanders. Jr., Esq.

S: EDWARDS & ANGELL

2700 Hospital Trust Tower

Providence, Rhode Island 02903

Ta3uaE: (401) 274-9200

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

ff) communications from the Commission and to act on my behalf before-

4the Commission.

Le~

Date

RESOUDEIT'S HNAM: John A. Holmes

ADDES: 5 Surrey Road

Barrington, Rhode Island 02806

ROM POI=:

BUSIOMS PHONE: (401) 433-1900
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Mr. Charles N. Steele
General Counsel
Federal Election Commission
999 East Street, N.W.
Washington, DC 20463

Attention: Kenneth A. Gross, Esq.
Associate General Counsel
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GENERAL COUIN&e

I MI COUNE

February 19, 1986 ~ .*-

Charles N. Steele, Esquire
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

> Dear Mr. Steele:

1 Re: MUR 2116

This letter and the attached exhibits are submitted by the

National Republican Congressional Committee ('NRCC') pursuant to 2

U.S.C. 437g(a)(1) in response to a complaint filed by the Democratic

Congressional Campaign Committee ('DCCC') denominated Matter Under

Review ('MUR') 2116. For the reasons set forth herein, the Federal

Election Commission ('Commission') should find no reason to believe

that NRCC has violated the Federal Election Campaign Act, as amended

('Act').

Paid for by the NaMMI Repubhcan Conepessnaal Committee Not piodeiced at gemirseet expeew
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I. FACTS

A. The Article

On September 11, 1985, The Wall Street Journal published a

front page article concerning Congressman Fernand St Germain

entitled *Making a Fortune/As a Private Investor, House Banking

Chief Has Grown Very Rich/Rep. St Germain Has Had Lots of Help From

Those He Has Aided Officially.' (See Attachment A).

The article, by reporters Brooks Jackson and Tim Carring-

ton, chronicles in more than 20,000 words how the powerful chairman

of the House Banking Committee has garnered a personal fortune

during his 24-year career as the elected Representative of Rhode

Island's First Congressional District. The article states:

An examination of his [St Germain's] private investments
shows that, in acquiring his fortune, the congressman has

Chad lots of investment help from people and institutions
that have benefited from his official actions.

As House banking chairman, the 57-year-old Mr. St Germain
is among Congress' most powerful lawmakers. He presides
with unusually strong authority over a committee that
routinely handles multibillion-dollar matters that shape
the nation's fast-changing financial system. He also is a
force to be reckoned with at federal banking agencies.

Wall Street Journal, Sept. 11, 1985, at 1, col. 1.

The Journal article reports that the founder and chairman

of a Florida savings & loan institution included Congressman St

Germain in several "potentially lucrative real estate investments"

that were not offered to the public, while Congressman St Germain

had his staff contact the federal Home Loan Bank Board on matters
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concerning the chairman's savings & loan; that Congressman St

Germain bought five restaurants with money from Rhode Island lending

institutions 'that put up nearly 100% of the purchase price and

assumed most of the risk"; and that Congressman St Germain is 'still

reaping profits from earlier, publicized real-estate investments'

arranged by a Rhode Island developer 'who himself profited from

federally subsidized housing developments that the congressman

helped obtain for the state.' Id.

The Journal article also states:

[Als his power has grown, so has his wealth.
(The Internal Revenue Service is investigating
what it terms 'abusive' tax shelters into which
the congressman put $120,000 of his money for
*405,000 in promised tax deductions).

Id.; see Exhibit B.

C"' B. The Public Debate

The reaction to the report concerning St Germain 's record

and actions as an elected public official was swift, both in Rhode

Island and around the country. (See Exhibits C - J). Newspapers

and members of the public alike commented on the record and actions

of the chairman of the House Banking Committee.

1. The Media

on September 13, 1985, the Providence Journal Bulletin

editorialized 'on the congressman's growing affluence in tandem with

his ascendancy in the U.S. House' and the public's need to be sure

of its legitimacy. (See Exhibit C). The editorial, entitled 'Mr.

St Germain Can Help Clear the Air', said in part:
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All he [St Germain) needs to do is what a number
of other major Rhode Island political candidates
have done in past years: publicize his income
tax returns and net worth statements. Although
such information is properly confidential for
average citizens, its disclosure by public
office-seekers is hardly unwarranted. This is
particularly true in the case of an official
whose private income has been the subject of
repeated question.

(Noting several Rhode Island public officials who
made their returns public, the editorial asked:)
If they found this course suitable, why not Mr.
St Germain?

(T~he congressman ought to furnish his income tax
returns and net worth statement for a more
accurate reading. Other candidates have adopted
this as a good practice. It would seem
especially appropriate for someone in Mr. St
Germain's situation.

The Washington Post, in editorials on September 18, 1985

(see Exhibit D) and September 22, 1985 (see Exhibit E), called upon

rt the House Committee on Standards of official Conduct to investigate

T. Congressman St Germain' s actions:

(711 The question is whether Mr. St Germain, chairman
ko of the House Banking, Finance and Urban Affairs

Committee, has used his high position to enrich
:C himself improperly.

These questions go to the heart of the integrity
of the House and of the Democratic majority that
elected Mr. St Germain to his chairmanship....
The substantive responsibilities of a person in
Mr. St Germain 's position are as great as those
of any member of Congress. If he is innocent of
the charges, he deserves to be publicly cleared
of them; confidence in his actions is at stake,
as is fundamental fairness to the man. If it is
established that he has undermined his ability to
fulfill those responsibilities by attempting to
enrich himself improperly, it would be a grave
dereliction of duty for Congress not to take
stern disciplinary action.

See Exhibit E.
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In the same vein, Common Cause, the self-styled citixens

lobby, issued a September 13, 1985 press release (Exhibit F) and

sent letters to all members of the House Ethics Committee. (Exhibit

G). Common Cause commented on the record and actions of an elected

public official, and called for man investigation concerning the

allegations made about Rep. St Germain to determine if House rules

have been violated and to report publicly on its findings.' Id.

The editorials and requests for investigations attached as

Exhibits C - J are all commentary and reports on the record and

actions of an elected public official. They do not advocate the

election or defeat of any candidate or solicit political

contributions.

2. The NRCC

The NRCC, as an unincorporated association authorized by

the Republican members of the United States House of Representa-

tives, is obviously concerned with the reputation and effectiveness

of that institution. Accordingly, the NRCC's duties and rights

include constructive public commentary about the events of the day

and the House as an effective body.

The NRCC also is an organization concerned with the

performance, actions and the record of public officials. In the

wake of the reports in the Wall Street Journal, the Providence

Journal Bulletin and other newspapers in Rhode Island and around the

nation, the NRCC participated in the public debate. Its views were

those shared by the media and Common Cause. The NRCC commented on

issues of public importance by: (1) aiding a local citizens group
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which requested assistance for a mailing about Congressman St

Germain (Exhibit K), and (2) producing and broad-casting a television

message calling upon an elected public official to release

information about his tax returns in order to clear up serious

allegations made about his conduct while in public office, see,

infra. at 8-9.

In response to a request from the Rhode island Citizens for

Accountability in Government (ORhode Island Citizens*), NRCC

assisted that organization with a mailing. As a condition for

spending its funds, NRCC received assurances from Rhode Island

Citizens that it would not advocate the election or defeat of any

candidate.

As of January 28, 1986, the only announced candidates in

Rhode Island's First Congressional District were Congressman St

Germain and Edward P. Beard, a former congressman who announced his

challenge to St Germain following the revelations of St Germain's

actions. Both are Democrats. There are to this day no Republican

candidates.

On February 17, 1986, Rhode Island Citizens sent to the

House Committee on Standards of Official Conduct the signatures of

2,080 residents of the First Congressional District who responded to

the mailing calling for an official investigation into the

accusations against St Germain and for St Germain to disclose fully

his tax and financial records. See Providence Journal, Feb. 18,

1986, at A7, col. 2.
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The DCCC alleges that: the 'Direct' mailing attacking the

record of Kr. St Germaine" constitutes spending by NRCC subject to

the spending limits of 2 U.S.C. 441a(d)l the mailing (Exhibit K)

lacked a required disclaimer, and this activity should have forced

an individual, who is not an announced candidate, to announce his

candidacy.

A. The Limits of 2 U.S.C. 441a(d) Are Not Implicated.

Section 441a(d) of Title 2 of the United States Code

applies to expenditures made in connection with the campaigns of

candidates for federal office. In Advisory Opinion 1985-14, the

Commission 'concluded that the limitations of section 441a(d) would

apply where the communication both (1) depicted a clearly identified

candidate and (2) conveyed an electioneering message.' Fed.

-T Election Camp. Fin. Guide (CCH) 1 5819 at 11,185 (May 30, 1985)

(citing Advisory Opinion 1984-15).

In that same advisory opinion, the Commission defined

'electioneering messages* as Ostatements 'designed to urge the

public to elect a certain candidate or party.' Id. (citing United

States v. United Auto Workers, 352 U.S. 567, 587 (1957)); see also

Advisory Opinion 1984-62, Fed. Election Camp. Fin. Guide (CCH)

1 5813 at 11,169 (March 21, 1985). Neither the mailing nor the

television message at issue contain anything that could be construed

as an 'electioneering message."
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1. The Mailing

The mailing in this case contains no "electioneering

message' as defined previously by this Commission and the courts.

In Advisory Opinion 1985-14, the Commission's latest decision on the

subject, the mailing refers to 'Republicans* and *your Republican

congressman' and urges the reader to contact the "Republicans in

Congress.' Some versions also had the tag line 'Vote Democratic.'

The mailing at issue in this case has no reference to any political

party. See Exhibit K. Nor is there any reference to any election,

either past or future. Id. There is no reference in the mailing to

the election or defeat of any candidate. Id. There is no

solicitation for any money in the mailing, nor any mention of St

Germain's political campaign finances. Id. There is no Republican

candidate in the First Congressional District of Rhode Island.

It is true that the mailing by Rhode Island Citizens (and

the NRCC television message) identifies a public official and

discusses his actions and record as a member of the United States

House of Representatives. That is permitted under the Act and is

the First Amendment right of the press in Rhode Island, the press

around the country, Common Cause, Rhode Island Citizens, the NRCC

and all citizens of this country.

The statements complained of by DCCC are indistinguishable

from press reports, editorials and public comments. For example,
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the mailing states on its cover: 'It's time to clear the air.* (See

Exhibit K). The Providence Journal Bulletin's September 13, 1985

editorial is entitled: 'Mr. St Germain Can Help Clear the Air.'

(Exhibit C).

The mailing reports on the articles in the Wall Street

Journal and the Providence Journal Bulletin and repeats their

finding that 'Congressman St Germain has amassed a multimillion

dollar personal fortune by using his public position to help wealthy

investors.' Exhibit A. It requests that readers 'sign the

attached petition and mail it to us immediately.' The petition asks

the United States House of Representatives' Committee on Standards

of Official Conduct to 'investigate these serious charges'

officially and further demands that St Germain publicly disclose his

taxes and finances. That is nothing more than what Common Cause

urged in its letter to the House Committee on Standards of Official

Conduct and in its accompanying press release. Exhibits F, G.

NRCC's financial support for such mailings is not subject

to any limitation under section 441a(d).

2. The Television Message

The DCCC argument that the television message at issue

promotes the candidacy of John Holmes and triggers 2 U.S.C. 441a(d)

is unsubstantiated by any citation to the message itself. The

complete script of the message reads:
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cg: TAXES
dis soTve

Evelyn C. Green

Ezida M. Silva

John J. O'Brien III

1 Evelyn C. Green

CONGRESSMAN ST GERMAIN WON'T BE
OUT OF TROUBLE UNTIL HE RELEASES
HIS INCOME TAX FORMS.

IF HE DOESN'T HAVE ANYTHING TO
HIDE, IT DOESN'T DO HIM ANY HARM
TO RELEASE THEM.

I THINK HE SHOULD OPEN UP HIS
BOOKS. THAT WAY IF HE'S CLEAN
HE'S CLEAN. . .IF NOT, WE GOTCHA'.

WHAT HE'S DONE MAY NOT BE ILLEGAL,
IT SEEMS UNETHICAL, BUT WE WON'T
KNOW UNTIL HE COMES CLEAN WITH THE
PUBLIC.

super: Tell us the truth Ann: TELL US THE TRUTH CONGRESSNA
Congressman St Germain. ST GERMAIN.
disclaimer in
(over 1040 tax form)

These are the statements of Rhode Island citizens interviewed at

random. An examination of the statements shows that none mentions

any political party. There is no reference to any election, past or

future. There is no mention of the election or defeat of any

candidate. There is no solicitation for any money, nor any mention

of St Germain's political campaign finances. There is no mention of

John Holmes, the purported *candidate."

This message cannot violate the Act since it does not

concern the election of a candidate for the House. See Advisory

Opinion 1985-14, Fed. Election Camp. Fin. Guide (CCH) 1 5819 at

11,185 (May 30, 1985). The broadcast contains no 'electioneering

0

N
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message and no mention of any political party affiliation.' Id.

Accordingly, under AO 1985-14, this message does not implicate the

Act and its broadcast is not a contribution.-

B. No Notice is Required for the Mailing at Issue.

DCCC alleges that the mailing at issue requires a statutory

notice.

Under 2 U.S.C. 441d(a) and 11 C.F.R. 110.11(a), notices are

needed only if the 'communications expressly advocate the election

or defeat of a clearly identified candidate, or solicit any

contribution."

The complaint does not, as it cannot, cite any language in

the mailing that advocates the election or defeat of any

candidate.- / The mailing does not solicit funds. The mailing

does comment on the record and actions of an elected public

official. But neither the mailing at issue nor, for example, the

press release from Common Cause require notices under the Act.

1/ DCCC is correct that the television message included a
sponsorship notice, since that is a prerequisite of the Federal
Communications Act. The mailer at issue did not contain a notice
because none was required. See 11 C.F.R. 110.11 and Section B,
infra.

2/ The complaint also attempts to belittle the citizens group and
Tts numerical strength, see Complaint at 4 n.l, as consisting of
only "two founding members.' On February 17, 1986, leaders of Rhode
Island Citizens presented petitions signed by 2,080 persons to the
House Committee on Standards of Official Conduct calling for an
investigation into St Germain's actions and for the Congressman to
release his tax returns. Providence Journal, Feb. 18, 1986, at A7,
col. 2.
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C. Registration of a Candidate.

Since the activities alleged in the DCCC complaint consist

of protected commentary on the actions and record of an elected

public official, and do not contain an electioneering message, none

of the costs of the activities are allocable to any candidate or

potential candidate.2 / In effect, the complaint is an attempt to

stifle legitimate criticism by the Rhode Island Citizens for

Accountability in Government and the NRCC about a controversial

legislator.

The mailing and messages at issue in this matter address a

matter of great public importance. But they do not advocate the

election or defeat of any candidate. Nor do they solicit any

funds. On the basis of Advisory Opinion 1985-14 payments for these

activities are not contributions. Thus, they cannot create

candidacy since the definition of a candidate in part presumes the

receipt of contributions over a threshhold amount. 2 U.S.C.

431(2). Accordingly, any expenses paid by NRCC for these activities

do not create candidacy for John Holmes or any other person.

3/ Assuming arguendo that any costs are allocated toward a
candidate as a result of the mailing or the television message, then
by the DCCC's logic they should be allocated to Edward P. Beard, the
only announced candidate besides St Germain at the time of the
mailing. NRCC, however, rejects the claim that a contribution has
been made to any person.
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III. CONCLUSION

For the reasons set forth above the Commission should find

no reason to believe that NRCC violated the Act.

Sincerely,

Jan W. Baran
General Counsel
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Making a Forhole
a Private Invetor,

House Banking Chief

Has Grown Very Rich
Rep. St Germain Has Had

Lots of Help From Those
He Ha Aided Officially

The Summer Life in Newport

By BnooKs JAcK"o
And Thm CA mm 'm

8Wj'ARfpeqr .'vs"mg W UM Ji0muy"Joawa.
-0m here to reesent Mr. and Mrs.

Mummer, Ne my mother and dlad."-
Itep. Peru St Germai, in en hnter-

WASHINGTON - While Raleigh
~1ne's Florida savings and loan assO-

was seeking federal permission to
baw stock In 1983, Rep. Fernand St Ger-
miA's top aide was repeatedly phoning
respiators to check on the progress of the
aponcation. When the sale was approved,
th, congressman bought more than S15.000
I." e newly issued stock.

4uch is the private financial life of Rep.
S_Qermamn (he doesn't use the conven-
tloi-al period in his
laL name), who is
chMrman of the
House Banking Com-
niIee and self-pro-
claimed champion of
cefumers and com-
mon folk like his
w0rking-class par-
ents. Ever so
quietly, during his 24
years in the House.
the Rhode Island
Democrat has be-
come a millionaire. FemandStGermain
An examination of
his private investments shows that. In ac-
quiring his fortune, the congressman has
had lots of investment help from people
and institutions that have benefited from
his official actions.

As House banking chairman, the 57-
year-old Mr. St Germain is among
Congress's most powerful lawmakers. He
presides with unusually strong authority
over a committee that routinely handles
multiblllion-dollar matters that shape the
nation's fast-changing financial system. He
also is a iorce to be reckoned with at fed-
P- ' banking agencies. And as his power

:rown, so has his wealth. (The Inter-
nai Revenue Service is investigating what
it terms "abusive" tax shelters into which
the congressman put $120.000 of his n', ney
for S405.t00 in promised tax dect' t.ons.
See story on page 24.1

Jourti, 9/11/85

aose to the Vest
Mr. St Germain Insists he has teered

clear of ethical problems. "I have:*asted
in diverse area along with fr d a
business associates." he says, "At all
times. I have been scrupulous to avoid con-
flicts." The conglressan-Ifho e
boosted tat his cards ana't clu o aIs
vest. "they're imprinted on m tow "-
won't discuss many details of hi sn
holdings.

The analysis of his finances ha been
pieced together from his sometlds,*om-
plete financial-disclosure forms, bf In-
terviews, and from public r on file
at the Securities and Exchange Coinmis-
sion in Washington and in more tian a
dozen state and county offices in Rhode is-
land. Florida. Texas. New York and Mary.
land. It Includes these findings:

-Mr. Greene. the founder and chair-
man of Florida Federal Savings & Loan in
St. Petersburg. Fla., arranged for Mr. St
Germain to be included in several potn.
tally lucrative real-estate lnvesutnte in
Florida. Meanwhile. Mr. St Gemn's
chief of staff contacted the federal Home
Loan Bank Board on matters canerfn
Florida Federal.

Mr. Greene says he never asked Mr. St
Germain to intervene on his bhalf at fed-
eral agencies. He confirms that he Invited
the congressman into three landoMwnership
deals, which weren't offered to the public.
"It's like anything else." Mr. Greene says.
"You sit down with your buddies and say,
'Do you want in?' And you either say yea
or nay."

-The foundation of Mr. St Germain's
wealth, five International House of Pan-
cakes restaurants, was bought with $1.3
million in mortgages from Rhode Island
lending institutions that put up nearly 100%
of the purchase price and assumed most of
the risk. One lender then publicly praised
Mr. St Germain's legislative help.

-Rep. St Germain is still reaping
profits from earlier, publicized real-estate
investments arranged by a Rhode Island
developer, Roland Ferland, who himself
profited from federally subsidized housing
developments that the congressman helped
obtain for the state.
Blue-Collar Constituents

The congressman still seeks to appeal
to blue-collar constituents in his industrial
hometown of Woonsocket. At a hearing last
year, for example, he pounced on a witness
who argued that a certain proposal was fa-
v6red by a banker in Newport, part of Mr.
St Germain's district. "Newport!" he sput-
tered. "That's where the millionaires have
their mansions."

But Mr. St Germain has become a Rew-
port millionaire himself, golfing there dur-
ing the summer at country clubs, saying
there at his recently acquired 1200.000 con-
dominium near the waterfront and drop
ping in at celebrity tennis matches and an
America's Cup yacht christening. New-
port's Republican Mayor Patrick Kirby
marvels at the social blossoming of "the
new Freddy."

In winter, the congressman has jetted
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with his wife on numerous speaking trips.
for which lobbying and trade groups
picked up the tab, to such sunny places as
Cuerto Rico. Boca Raton. Fla., and Hilton
1;ed, S.C. He spends several weekends a
.ear at his 1138.900 condominium in a lux.
Iry high-ri building in St. Petersburg.

His holdings last year included restau-
pants valued at $1.9 million and a portfolio
q stocks. real-est re partnerships and
tnoney-market mutual funds that he valued
1 between 5325.017 and S9., MO. He re-
qntly bought two more Florida colomin-
AL as rental properties, a beach plar,
.iear Punta Gorda for 5190.000 and a golf-
hsort property in Titusville for 547,900.

Mr. St Germain didn't Inherit his
.wealth; his father was a foreman in a dy.
'liant. A lawyer. he didn't marry rich or
Make his fortune in the private sector. in
16. after his congressional pay was
11ised to 130,000 a year from $22,000. he
Ikld a newspaper Interviewer that mer-
.jrs of Congress would never get rich in
qfflce. "Whatever you make. you're goine
t." spend.' he said then.

But as he climbed the seniority ladder
.become Banking Committee chairman
t1961, his resulting power over the na-

,I 'Ullkng, insurance, brokerage and
alnstructlon industries expanded, and so
1 his wealth. An estimate of his net

p*orth at the end of last year is between S2
nilllon and $2.6 million, not counting a

btome In Woonsocket and a condominium
residence in Washington. D.C."Most recently, he has plunged into Flor.
)d real-estate investments with the help cf
Mr. Greene. Starting in December 19S0.
)dr. St Germain. Mr. Greene and others
bought unimproved land around Alachua.
-Fla., near Gainesville, with the idea of sue.
'dividing it for sale as home sites. Neit.er
man's name appears on deed or mortgage
tecords, however, because the purchas,
was made through a trust, as permitted :.
Florida law. in his annual financial disco-
Sures. Mr. St Germain values his in,.,st-
ment in the Alachua deal at between S:5..
D01 and $50.000. Mr. Greene confirms ;i,:
he is a co-investor with the congres-
wan.

About 1983 or before-Mr. St Germna
has omitted the purchase date from hs i.
hancial disclosures-the congressman ac.
quired an interest, which he values at be-
tween $5.001 and S15.000. in a Tampa. Fla.,
parking lot that is also owned through a
trust. Mr. Greene says he. some of his law
banners and Mr. St Germai.n ^re co-!rvc-.
tors.In 1 ,. Messrs. ureene and St Gerz,,A.i
joined with others to buy, through another
enonymous trust. 160 acres of farmland in
the path of development about five miles
north of Tampa International Airport.
Land records show the trustee paid about
$1.7 million. The congressman's disclo-
sures say he paid between $15,001 and S'0.-
000 for his interest, and says it alre.,y

ioduced income of between $5,001 and 5." 6.-
00. Mr. Greene says he expects the !ar.d
•ransactions to be profitable. "This is a
bdoming part of the world." he says.



The fortunes bf Mr. Greenes-savngs@
asociation depend in large P00t p--legisia-
tion that passes through Mr. uin's
tommittee. Furthermore. t g -
man's chief of staff at the coWN4m1t. Paul
Wqlson, has repeatedly cta
r 'ators concerning,--..d s's

-ations.
b in 1913. when Florida rbW w o ap-
plying to convert itself frouit8 V M-
owned mutual association to a WNWWRiPW
ration. Mr. Nelson called top
ials several times askingah the con-
iiersion plan. Through a prem n.
Mr. Nelson denies any intent t 6 pres-
sure on the agency. saying 'g were
4imply calls abo t the "'r",. *-d more

than that."
Some board officials saw them calls as

a none-too-subtle prodding. however.
"When the chairman of the House Banking
Committee makes the inquiry and is inter.
ested, you know he's not interested in hav-
ing the thing turned down." says a former
senior attorney at the agency.

That wasn't the first such contact. A
bank-board official, now retired, recalls
that he became "absolutely livid" when a
St Germain aide called him to complain

.Jhat Mr. Greene's son. Raleigh Greene 111.
who was then Florida Federal's outside

,Counsel. had been treated rudely by the
"-bank-board staff. Actually. the official

says. "We treated him with complete cour.
Vrtesy, but we didn't give him what he

wanted."
"7 More recently, according to an attorney

still employed at the agency. Mr. St Ger-
,'%rnain was "creating heat" on the agency's

s ast summer to complete a review of
S.ai. -pplication by Florida Federal to ac.

quire First Mutual Savings & Loan Associ.
(,.ation of Pensacola. Fla. The bank board
-'Was insisting on several conditions, and the

S&L eventually droooed the merver olan.
Z" The Banking Committee chairman's re-

lationship with Mr. Greene was well-known
c.-_around the bank board, a former board

member says. "I knew that Raleigh and
'.Freddy were good friends," he says. "If I

wanted to lobby Freddy. I would talk to
i,Raleigh.'"
-- But this same former board member

expresses astonishment when told that the
two men were business partners and that
the congressman had bought stock in Flor-
ida Federal shortly after the board cleared
its sale. Mr. St Germain bought between
515.001 and $50.000 of the stock in mid-1983.
but he omitted disclosure of the stock pur-
chase when he filed his next annual finan-
cial return in May 1984. Last year, after
being questioned by this newspaper about
omissions on his disclosure form, the
chairman filed an amended report that
showed for the first time that he held com-
mon stock in the S&L.

(Federal law makes It a civil violation,
punishable by a fine of up to $5.000. for a
congressman to "knowingly and willfully"
fail to report required information. In seri-
ov' -ases. it can be a felony punishable by
L five years in jail and a $10.000 fine
go, acongressman to make "false or frau-
dulent statements" on his .disclosure
forms. I

Mr. Greene says he didn't discuss the
stock purchase with the congressman or
ask him to intercede with regulators. Mr.
St Germain declined requests to be inter-
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the congreumns pres im l
the Floida FedralGermain wkl the stock.'H~l

sale in an unusual footnote to hclsure report. "The acqalt
tended to be temporary." he said.
tire Interest in the (savingsl
was sold on May 22. 11m.'" 0
nearly two years after he boulht t
and he probably lot money If e
the shares at the Initial offering '74W
520 a share. It closed at SiTs th L, e
says he sold it.

By the time he became Mr. G"Ow'l
business associate. Rep. St GermaRi is
already comfortably fixed, thanks I.
to an investment made in 1972. afterl-
came chairman of the Subcommittee on
Bank Supervision. Using money bor
from Rhode Island lending institutionM. in.
cluding federally regulated bmlih& 1e
quietly purchased five restaurant builus
from International Industries Inc. o
erly Hills. Calif.. franchiser of the Intein.
tional tiouse of Pancakes chain.

His ownership of the restaurant hr
years was hidden from the public. mad he
disclosed the bare outlines of it In 1 iomny
when required by the new Ethics in Gev.

ernment Act. !hat disclosure didn'ttel the
whole story.'?lut Common Came. the all-
styled citizens' group. said. tbm tat t.
large bank loans posed a potentil conft
of interest. And his Republicanco
sional opponent. John J. Slocum. chatgsdW
"Here's a man who's been in Congres for
the past 18 years. living off a ongresional
salary, maintaining two homes, traveling
back and forth between his offices, nd
suddenly. lo and behold, at year's end 1977
he's got all the assets he has."

Rhode Island voters returned Mr. St
Germain to office handily, but what they
didn't know is that he got the loans without
putting up much of a down payment. The
new ethics law didn't require such Infor-
mation. and the congressman didn't volun-
teer it.

For example. deed and mortgage rec-
ords show that the Rhode Island Hospital
Trust, a national bank based in Provi-
dence. lent him S2.500 more than the S239.-
500 purchase price of a restaurant he
bought in the Bronx borough of New York
City. Similarly. records show that Indus-
trial National Bank (now Fleet National
Bank) of Providence. lent him a net total
of S1.000 more than the combined purchase
prices of two restaurants he bought within
four days of each other, one in Providence
and the other in nearby Cranston. R.I.

Not long after, according to neWspaper
accounts at the time. Old Stone Savings
Bank. which held a mortgage loan of 5236.-
550 on the congressman's restaurant In
Richardson. Texas. printed Mr. St Ger-
main's picture in the pre-election issue of
its shareholders' newsletter in 1978 with a
story praising him for legislation. The
headline: "Old Stone wins congressional
support in opposing reserve bill-would
have reduced Old Stone earnings."

Mr. St Germain says he didn't do any
special favors for his lenders. He says his
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no-money'down financing was justified be-
cause the mortgages were secured both by
the property and by leases executed by the'
tenants, giving the lenders assurances of
adequate cash flow to cover the pay-
ments.

But lenders seem tW have assumed the
major risk. They lent the congressman a
total of 51.3 million at a time when bis con-
gressional salary was $42.500. The mort-
gages didn't make Mr. St Germain person-
ally liable for payments had any of the
restaurant operators failed.

Though the congressman's risk was
small, his profits have been substantial.
Total gross rents amounted to $165.000 In
1978. the only time Mr. St Germain volun.
teered the exact amount. They have al.
most certainly escalated since because
they are based on a percentage of the ten.
ants' sales. Meanwhile. inflation sent the
property values soaring. Last Dec. 31. the
congressman sold his Providence. RI..-
restaurant for $470.000. a nearly 5% gain
over the purchase price. Official tax as-
sessments of the remaining four restau.
rants indicate their values have risen at
roughly the same rate. Land records indi.
cate that Mr. St Germain probably cleared
about S400.000 on the sale of the Provi-
dence restaurant.

The lending institutions that made all
this possible won't comment on the trans-
actions. "We don't discuss or give out any
information about private individuals."
says a spokesman for Fleet National Bank.
which made two of the mortgage loans.

Mr. St Germain insists -the loans were
made "on market terms" and adds. "All
the terms have been met. The loans were
clearly good business for the financial in-
stitutions."

Mr. St Germain was introduced to real
estate investing as early as 1971 by his
longtime friend, political fund-raiser and
fellow Woonsocket native Roland Ferland.
While the congressman used his prowing
political leverage on the banking commit.
tee and with federal agencies to help ob-
tain federally subsidized housing projects
for Rhode Island. Mr. Ferland became one
of the state's biggest developers and opera.

ton o tme projects. In theeart y
Mr. St Germain asked to be lb* I
vest In some of Mr. Ferlads uni
luurpyapartment developments. 'I1 ,
'If something comes along. I hope d
consider me.'" the congressmn h
Partnership records show he evenuIy
put up an initial 312500 to buy a 15 Inter
est In two of Mr. Ferland's develo-pmentS
and a 20% Interest in a third. The rem
show he was the only Investor outside the
Ferland family.

The Ferland transactions paid hW
some returns. Mr. St Germain. In hisl
financial disclosures, reports selling a part
Interest in one Ferland partnership for bie.
tween S100.000 and S250.000 In IM and re-
ports receiving between 30.002 and 51.
000 as a "cash distribution" from tadtle
during 113 and 1904. His recent discis,
sum do not mention the third partnership.
although land records show it was selling
units as condominiums during 11.

Mr. Ferland. who was treasurer of
St Germain's first congressional cMn
palgn. is a founder and behind-the-'seM
power of the political-action committee of
the National Association of Home Builders
The PAC donated to Rep. St Germain's
lightly contested 1964 reelection campaign.
helping to swell his current campaign war
chest to 602.650. one of the biggest of any
House member. The congressman recently
announced he will seek reelection again
next year.

Mr. St Germain says he sees no ethical
problem with his Investments in the Fer.
land developments because the develop
ments he owns don't receive direct federal
subsidies. "I've always paid my share." he
says. "No special considerations."

Indeed. the congressman maintains that
he takes extra care to avoid being Influ-
enced by moneyed interests. He says he no
longer accepts speaking fees for appearing
at financial-industry gatherings (though
the hosts still pay his expenses).,'.'You can
be very Independent when you don't take
honorariums.' he says. "1 think that we
(in Congress)ishould be able to survlve on
what we get.'"

0



0
Exhibit B

MS: Tax s nheers d S il
aansshj *a in I all Af 5* t

The Wed $me sound - 11WIP I~ --W. Iu
. . ...... h ea el he Wall 9 w a ed by SwatOS from 1977 and 1984 n o

Cepp~ifte 6 Dwo oe &o.A3gM m I. the coat they hd ornalliy projected and repaid theCq md v JIM. Dow _e &-w-- O o--m Illi pelrh11 hi n ly OVA two ON-#a Of .m.

WASHIN-rON -While other Democat p &t I I.....

Wa jeform ep. FrmBa St Germain was IveonI 10 The fou shelters in hich the co8they P 1i3 
i

*

some legally dubious Nx shelters. Thefou t fa g erny whttch th n t~e 535
The House Banking Committee chairma= cut his his2 _oein'Maeay etrt A te

fa in oe taxs. I putting money into shelters Swanton's SEC filings, coupled with its "mla

Offeln iltcoff s of more than $400000 for a cash placement me odums, show that the four a in

investnt Of . or lerf W legalityof the ships In which be was included mined only 1.6 o th

rseter - which were set up .tnsibly to j.ra cad ""M originally projected. one was .oA ti t/4M ed
-ln.n k - is currently being C&asi by th lr o n thers were "delayed" by 6a I =at*

Inernal Revenue Service. .auidtion" According to Swanton's disclosure Oae-

Mr. St Germain won't disclose his return so it isn't met. le limited partners were paid back an aveMP
known what taxes he actually pAK, if any. But from of on0y 0.6 cent for every dollar they put in.

Dec. 29, 1978, to March 31, 1982, he poured tens of I The IRS Is currently contending that the pare-

thousands of dollars In a series of limited partner- ships were just a means to milk the tax syate o

;hips that. according to confidential private placement bona fide business ventures. Swanton disclosed IM '

memorandums that the promoter circulated to poten- public filing that the IRS, after a year-long invslg-

tial Investors, promised quick tax deductions of be- tion. told the company on April 15 that it believes

tween $3.01 and $3.60. for every $1 paid in. Swanton's coal partnerships violated Section 6700 of

These tax shelters - Darnell Associates. Lighthouse the tax code. That section forbids promotion vt

Hill Associates, ARG-80 Associates and Trinity Associ- "abusive" tax shelters, defined as partnerships that

ates - were put together by a securities firm in New obtain tax benefits by means of fraud or g

York. Partnership records on file in various county overstatement of the value of property or eicS

courthouses in New York stat# show that Rep. St Swanton denies the allegation. "It is Swa3's

Germain put up no more than $120,000 cash, and position that It has not violated Section 6700 In amy

Perhaps as little as $105,000 plus a $15,000, non- manner." the company says in an SEC filing. But Rep

Interest-bearing IOU. For this cash, or cash and paper, St Germain could possibly face a demand from the IRS

the promoter's private-placement memorandums for payment of back taxes and interest. Swantonsays

promised write-offs totaling $405,344 during the first the limited partnerships in its coal programs are likely

two years of each partnership. to be audited because of the IRS's contention that they

If the congressman was in the 50 percent tax were abusive.
bracket In each of the five years in question, he would Mr. St Germain won't discuss these partnerships

have reduced his federal income taxes by a total of except to say in a letter that they "were for a twofold

$202,672. That would have left him $82,672 ahead on purpose. They provide what could be a tax shelter, ad

the deal before the first lump of coal was sold. they were purchased during the period when expertS

As it happened, the partnerships were far more felt that coal certainly was a good investment for.a

successful at mining the U.S. Treasury than they were return in the future." ,

in mining coal. The promotor, Swanton Corp. of New Yet the partnerships warned, in their confiitW

York City, earlier this year filed for protection from placement memorandum, that the promoter hA mined

crmdtors under Chapter 11 of the bankruptcy law. only "minimal" amounts of coal in the pat and was*

Ealier. Swanton filed an extensive disclosure state- fering tax write-offs based on legl positions that the

meat at the Securities and Exchange Commission in courts hadn't tested and with which the IRS "mW w,

Washington showingthat its coal-mining ventures had agree."

I
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Exhibit C

Mr. St Gorwain can help. c
Rep. Fernand J. St Germain's sub.

stantal accumulation of wealth dur-
Ing 13 terms in Congress Is In th
news again. A tantalizing political
topic locally for years, the matter
reached a national forum this week
with a WaU Strwt Journal article
(reprinted yesterday In then newtv.
pen) on the congressman's growing

T affluence In tandem with his ascen-
dancy in the U.S. House. Mr. St

r Germain, chairman of the powerful
House Banking Committee, reacted

im by rejecting any link between that
position and his personal fortune -
and by complaining the latter was far

overimated. On this final point, at
leat, he c easily end allspecuon.

Mr. St Germain has anouned for
reelection In 1986. All he needa to do
is what a number of other major
Rhode sland political candidates
have done In past year: publicize his
income-tax returns and net-worth
statements. Although such Informa-
tion Is properly confidential for aver-
age cItizens, Its disclosure by public
offceuseekers is hardly unwarranted.
This Is particularly true In the case of
am official whose private income has

lear the air /e
been the subject of repeated question.

Even without having aroused this
kind of curiosity that has marked Mr.
St Germain's personal finances, var.
Ious candidates of both political par.
tie have voluntarily given the public
a complete financial accounting of
themselves. Some who come quickly
to mind Include Richard J. Israel
when running for attorney general,
John Hawkins for U.S. Senate, J.
Joseph Garrahy for governor and
Vincent A. Clanci Jr. for mayor of
Providence, as well as the Incumbent
mayor, Joseph R. Paolino Jr. If they
found this course suitable, why not
Mr. St Germain?

So far, the First District congress.
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water.
gate law demands only that congress.
men report their finances within
broad categories; exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Street Joumail then the
congressman ought to furnish his
income-tax return and net-worth
statement for a more accurate read.
ing. Other candidates have adopted
this as a good practice. It would seem
specially appropriate for someone in
tr. St Germain's situation.

0



To the Ethic
,.~ ~ I b .- me e e

members ofthe ,au.st St GCr

bo m u and Don Danie (ID6Va..ThbothNUsed to be resolved by the Hom enMoa .
e mough not neaa ry M the 0u10 wa.. Mr. has al pited thew to a ,o.

" ain his can He hasa ntteddoh he repet.
a* flow bak a to hi e ditri1t a pmee by Beech Aircraft Corp but in ad report
- tano his disclosre fom. Hoe nl re uieiscsure . gift incing tra m tamom wothIn RI than $100, fiun compn wit a kuM in.J mlati 's Mr. Daniel oays he did oft repWort eWp bemuse the co l a 1ifare M $N perW & has nw greo to reka u e uad to amend hes d'dosure fam the se m,-
Smtteenm y want to oder heam * ty thelaw. But one in the House a PStodoubtMr. Daniels intert, or to believe that he did any-lngwors than make an honest mistake.
Wi Street Journal last week by reprtes B&moksJamm and Iin Carrmton, are on their face marne1 Pdn us 71e Journal repored, firt. that Wr St Ger-min bough finve nitlna*i-n, House of PaINcinksI ausants with $1.3 milan in lans fom Rhode Is-bubo n terms t requred hinto pup lttleornoash SeomthertdePnerp).St

* Pat-dfrom real esaeinvestmentS mnuged

* g~u.Ire 0%

by a Rhode sn deloper who pfited fm fad"
er~udins hwft ---- A&*Mr St ruMM&fiidW. StGer

mlnhas beorte from lend deals in Fils w6awd by adwaper wh hi aains bti
tIamU regulated by the Dunkin Cannittee, and tha atop St Germ in st nde C to f9el ngni.
t mabout a im by the developes firms.

These da e rake, though they of ue do nosettle, the 9jestin of whether the chairm of the
BM e may have usl his M nM omr

lgsainto enih hku1e*-E It is ndputd that WrSE Ge aered Co e. in 1960 with nmtl
acl asets and now has a net worth over $2gi.

hLm His camittee has uricti n over hea* reWlaed -aimes and any member sho avoid m r ne
amduouly than Mr. St Germain seenas to have dae
eve the appe nce of using his hfuence to emic
hlmsel

Why hasn't the ethics committee taken public ac-
tion to look into these matters) The quick answeris, because no one has asked. No one, after aD, likes
to take on the chairman of an important commit.
tee It is possible that the committee is conducting
an investgation alread-it won't comment anthat. If it is not, it shoLd. This s one case whereHouse members' natural reluctance to inC
one of their colleagues should beoutwge bytheir concern for upholding proper ethical stand-
ards and for the reputation of the House itself.

E xhItD

Stee's Commil



Exhibit E

And Mr. St Germain?
HE HOUSE ethics coammitte VOte ThW9-
day to begin a 9 relk-iny int int the
c of Uep. Dan Dniel (D-VL). WON and
,~ W D=W a=*W ad di of &Ws 23

forbid ac tng a total of $100 or mom year in
go~g from coam with leg&aio before
Cdwpess and require disdcosure o any gt worth
m=Ghan $250. During the samm d, Mr.

ugod Congress to buy Beech's C12 for the
Pentgon. Mr. Daniel has ap on the Goor
of the House, has sent the company a check to pay
for the rides, and has amended his disclosure
forms. Still, the ethics committme should investi-
gate and repor, to cari the rule and to help
House memb decide hether any further disci-
ph e is warrsanted.

We hope the cmmtee's fhae to aine at
the same tme any foml acti in the cas of Rep.
Fernar St Gemnain (D-R.L) does not repont any-
thing more than a bit of delay. For facts aleed by
Brod Jackson and Ton Carrngton in The Wal
Street Joural raise a mo srou qustion than
anyo ha aleged in Mr. Danl's cas. The quesion
is whethe Mr. St Germain. chaman of the Hom
Banking Qnanc and Urban Affirs Commitee, has
used his hlh poEtion to edrich himself impopet.

These questions go to the heart of the integrity

of the Howe and of the Demcratc ot
elected Mr. St Gmmin to his chalrmamb. The
D g Nk rsdict over Wet
tions that an -ecessar2y closely regula by

aoveu nt. C dec in baoks and waovs 1w-
stittim is essential to the operation d the emru
omy, amd in recent years tht m s m es
shaken by the depositor m and alatom d
slams of trust by welders. Te 9 M-
onibities o a person in Mr. St Germa'n psi-

tion are as great as those o any member d Con-
gre Ifh e isinnocent of the chaM e desr
to bepuMbclycead of them cOidse inb is
actions is at stake, is fundamea fi to
the man. If it is establ that he ha mde-
Mined his ability to fufil those IeePiM l - l-, by
attempti n to himsl impro y, it wmo-
be a rave dereliction of duty for Co wtessnot to
take tern disciinar actio

It is the ethis commt's onibilky to in-
vestiate the charges. Members of Congress are
u t y reluctant to accuse their cAsagues
of misonduct. But surely they undet t
misconduct by a member in a position d high trumst
with pivotal responsibilities in a most seumtiw
regulatory area, must be either cleared or rebuked
if the reputation of Congress generally, and of the
majority party in the House in particular, are not to
suffer harm.

0



Exhibit F
XISUDMAE ' Virginia Sassaman
Friday* Septaer 13, 1965

COMOM CAUSE CALLS FOR HOUSE nMzCS as comnT

rNVESTIGATIONS OF REPRESENTATIVES DANIEL AND ST GERNAIN

Common Cause today called on the House Ethics Committee to investigate

recent allegations about Representatives Dan Daniel (D-VA) and Fernand

St Germain (D-RI) to determine if House rules have been violated.

In separate letters to committee memberm, Coinn Cause raised the two

casem, noting the following:

-- on September 10, 1985 the Richmond News Leader reported that Daniel, a
senior member of the House Armed services Commttee, travelled "on an aircraft
of a defense contractor" and "has not reported the travel on financial
disclosure forms in recent years." House rules prohibit the acceptance of gifts
of $100 or more from those having a direct interest in legislation before the
Congress and require disclosure of gifts of transportation from others.

When asked if he knew whether he had complied with the gift limitation,
Daniel told the Richmond News Leader, "I really don't, and the truth of the
matter is, I don't care."

-- on September 11, 1985 the Wall Street Journal reported that Representa-
tive St Germain "has received lots of investment help from people and institu-

c tions that have benefited from his official actions" and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Code of Ethics for Government Service instructs Members never to accept
"benefits under circumstances which might be construed by reasonable persons as
influencing the performance of his governmental duties."

Common Cause called for the Committee to investigate in both cases whether

House rules had been violated and to issue a public report of their findings.

Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.



W Exhibit G

September 13, 1985

The Honorable Julian C, Dixon
Committee on Standards of Official Conduct
HT-2 Capitol
Washington, D.C. 20515

Dear Chairman Dixon:

Allegations concerning Representative St Germain's private
investments and his position as Chairman of the House Banking,
Finance and Urban Affairs Committee appeared in the Wall Street

cc Journal on September 11, 1985. This press report indicated that
Rep. St Germain "has had lots of investment help from people and

%0 institutions that have benefited from his official actions."

Un The Code of Ethics for Government Service (72 Stat. Part 2,
B 12, para. 5) instructs Members never to "discriminate unfairly
by the dispensing of special favors or privileges to anyone, nor
to accept "benefits under circumstances which might be construed
by reasonable persons as influencing the performance of his
governmental duties."

The House Ethics Manual states that this provision would
look to the "relationship between the receipt of benefits from a
private source and the official duties or acts of a Member . .

C_ as to any appearances of possible improprieties, undue influ-
ences, or breaches of the public trust in violation of this

% provision which, as noted by the House Committee on Standards of
Official Conduct, works to 'prohibit conflicts of interest and
the use of official position for any personal benefit.'"

Common Cause believes it is essential for the Committee on
Standards of Official Conduct to initiate an investigation
concerning the allegations made about Rep. St Germain to deter-
mine if House rules have been violated and to report publicly on
its findings.

Sincerely,

Fred Wertheimer
President



Freefdy and his friends
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Exhibit H

I ep. Fernand J. "Freddy" St .(",ermaln,
chairman of the House Bhking Com.
mitte., is not the first Member of Con.

grN to enrich himnwlf through conflicts £f
interyst. It woutd be vain to h0p* that he would
We the last. Hut if the House wants U he
-imthing more than a national laughing stuck,
it had better et ahoult punishing him In ways
that might deter ethers fur at least a little
while.

St Germain's conduct, as exposed this week
my the Wall Street Journal. calls at the mini-

mum for the Houe to reprimand or censure
him and dump him from his chairmanship In
the event that his traditionally indulgent
Rhode Island constituents insist on re-electing
him next year.

It would also seem to warrant a federal
criminal investigation into his failure to report
his ownership of sulistantial stock in Florida
Federal Savings and Loan when he filed his
financial disclmure form fur 1984. When he
finally disclosed it' this year - after he knew
the Jvurnal's reporters were on his case -- he
offered the ingenious excuse that "the acquisi.
til.l was intended to he temporary." What
qtue k bpeculati,n aren't?

ST CERMAIN'S deep involvement with
Hi,rids Federnl and with its Lhief executive.
Haleigh C(reene. is All the wore que.tionable
her-mie of St (h-rmnain's etensive legislative
eff'rts in behalf of the thrift industry. When St
(ermain appeared here for Flurida Federal's
,)th nnniversary celebration and office tower

grnindhreaking in January 19M. he boasted
that hist recently enacted deregulation bill
%44uld give w.ings And loans the pFewer to
kLkuinpete alaint.-t banks and brokerage firms in a
full range nf financial rtervices. Was this h,.

S1i4 he truly helieved in the bill? Or hecatise
hi. god huddy. Greene. had been tuling him
,t , three promuising Florida land deals and
had helped him finance a conduminium in
Bayfront Tower?

The Journal aIo disclo.sed that certain
Hhede Island hank. lent him nearly the full
)tirthase price and assuined most of the risk
wvhen St Germain 6ught five pan'ake rE(.tau-

rants with $1.3-million in mortgages. Were the
banks o generous because they Uked him? Or
Lcau-se they feared his wrath?

St Germain's had judgment is proportion.
ate to his power s a committee chairman,
which is nearly absolute, and which he has used
with definite partiality toward the thrifts. De.
spite criticism, he kept the chairmanship of the
Financial Institutions Subcommittee after at-
taining the full committee chairmanship in
1981. It hardly needs to be said that it was
wrong for St Germain's staff director to be
pressuring federal banking regulators in sup-
port of Florida Federal's stock conversion and
other matters involving the SL Petersburg in-
stitution. St Germain's subsequent purchase of
Florida Federal stock looks especially ques-
tionable for that.

FOR HIS part, Greene told the Journal
that he never asked St Germain to intercewe
with federal regulators. For hi. part. St Ger-
main isn't saying much except to accuse the
Journal of viewing his affairs "in the worst
possible ligbt." The best possible light wouldn't
be any too good.

Greene did admit that he had invited St
Gern ain into the Florida real estate deal.. "It's
like a'.'hing else," he told the Journal. "You
sit dc . ,-i with your buddies and say 41)o you
want i:?' And you either ay yea or nay." Give
Greee credit fur a candid 'commentary on
certain "Crma of business practice, but not for
his udE.ent in ezxpoing himself and his insti.
tution to potential criticism. There's something
wrung % 'th the system when powerful bankers
are 'bujr. lie " with the chairman of a congres-
sional I ;king committee and cut him in ,n
land dc '_s not offered to the general public.

It's -,ce to know, however, that even St
Gcrmarc n has his limits. Notwithstanding his
lIcrati -vate banking deals, he doesn't ac.
,'pt ht :ariuma for sptaking at banking ill.
du~try c ventions. "You can be very indepen.
dent w. a you dnn't take honorariums," he
.aid. "I : !nk that we (in Congress) should 1w
able to - .:vive on what we get."

They, -hou!d and they do. The que.tion is
where t -y get it.

r -
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PROVIDE .RZ, RI.. St U (A)
U - IRepe iVe Fer d J. St Gem.

malnouttldd The Wal SUe0Stm6.
nal today ornlportwn4t ihe u'
celed InLas Mg ftn
and Is M tudtlms ta hae bented
from hs lu chaIrma o theHnioe. Com m.e
. Il~vm Ineetum em
obe of fo~g r my ham.
ly~e Island Doinem s md
in a. hatammt "For mussm h

.10~i Its repore and i ,TebalStrest Journal baa I
, geat luqt to can ose

mat' the woNt posnbe Uib
".ave scrupulously av~demg

official acum o n my pa t
would have created cmflicte oea
est nonection with thes InvM.
moltS."

In a frot.page article in to&"
'smw "rT Journal said It bad s.
lyiM Mr. St Gerln flmacs ftmt is fiaca dilsr forum Wt.
vlewi, nd re0u1 at the Socrttwe
ad Echsae Commision mnd -
tan a doen state and comty ulflic.
Pureb ses of Real Rsate

Germin wborerstsamtl
bus.Wllar =7suict In eastrn Reod
Island, bad bought a SM.=u0 m
domium at Newport. RI. also in hisdistrict, ad two Florida piapres
for nearly 8W0,.

It said Mr. St Germain owns rams
rauts worth $1.9 million plus stocks.
real estate and mutual funds valued
beween WS.00 and 9840.00

The Journal also said the Internal
Revenue Service is Invetigating
what that agency terms "abusive taz
shelters" in which the
has invested SIX.000 for prmised ta
deductions of $40,000.

Mr. St Germain. 57 years old, said
the article contained "nfair and un.
supported innuendos," but be said be
would nt "'engage In a drawnaout
potdnby.point arguments"

Th. newspaper said the l4erm
Congresman had bougt $ISW
worth of stock in Florida Federal Say-
cand Loan after a top aide repat.

V Federal reutm to
con the progress of the itntw

don' application to issue the stock.
Mr. St Germain's chief of staff at

the Dnns Comminee. Paul Nelson.
said the calls had been made ody to
learo the status of the stock pnpokL

.4O Exhibit I

St Germain
Defends
Finances

.ib~

eournal aloaw
GiNapri t 1 Fluids F. W!
had arrge. fn Mr. St Ge m i
takte p= I several lucative meo

MOr. Grene. who said he bd new
4adke Mr. St emalS for he.
Wasuhingtom C!irmed t e
Invwtd teCnsS O WU

paq othrm l estate nULi
thatwere not offered to ProM"

ThS g a l a aid s. It

Re Isla1d ba1av fomm Is
-a= o thaeuchs prime of "W

tauran for whic jhat Mr Oe- -.
Mr. St Gormain said h did so ps

d1 favors 1o oth banks. w" Nm
$u 1.3 mIlion when us C

loat weredearusi-ess uner

a fhiancal izvOha
The Journa ais md ei

In New York show that Ar SOsh-
maam Invested upto 53AS In tea
shedtm and ws - wtd
tatal~g5us M 1ur W the frtwo

Stat the tax hetrswr
just a Umas to milk the tins sst%
oft boa fide busines YvflW, the
newspaper saids
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Exhibit j

state.
"Third (that St Germain) has

benefited from land deals in Florida
arranged by a developer who chairs
a savings institution regulated by
the Banking Committee, and that a
top St Germain staffer made calls
to federal regulators about applica-
tions by the developer's firms."

St Germain aide Richard L.
Maurano said that if the ethics
panel decides "to look Into some-
thing, they'll find that he's dome
nothing wrong. It's their call."

Maurano noted that St.Germain
will appear on a television Iter-
view show in Providence this
weekend to discuss the matter.

The office of Rep. Julian C.
Dixon. D.Cal. the ethics panel's
chairman. did not answer a request
for Comment. so

oe
WASHINGTON - qm W

ton Post yesterday callod
investigation into a new t
port that Rep. Fernand J. t
main of Rhode Island has becoIsee
millionaire with help from pe
and institutions that have Salhe
from his actions as Houle Dankeg
Committee chairman.

Any House member "shuldi,
avoid more assiduously than Mr. St
Germain seems to have done even
the appearance of using his influ-
ence to enrich himself," the mws-
paper said in an editorial that called
for a House ethics comnittee iNWa
tigation.

The editorial specifically cited
three elements in a Wall SOW
Journal report?

"... First, that Mr. St Germala
bought five International Hou se 0
F ncakes restaurants with $1.3
million in loans from Rhode Island
banks, on terms that required him
to put up little or no cash.

"Second (that St Germain) profit-
ed from real estate 'investments
arranged by a Rhode Island devel-
oper who profited from federally
subsidized housing programs Mr. St
Germain helped obtain for the
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Office of the Commission Secretary

Office of General CounselA

February 1, 1 1986

MUR 2116 - ist General Counsel's Report
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MEMORANDUM TO: CHARLES N. STEELE

GENERAL COUNSEL

FROM: j 4 MARJORIE W. EMMONS /CHERYL A. FLEMINGCe \

DATE: FEBRUARY 12, 1986

SUBJECT: MUR 2116 - First General Counsel's Report
Signed February 10, 1986

The above-named document was circulated by the Commission
Secretary's Office to the Commissioners on a 24 hour no-objection
basis at 4:00 P.M., Tuesday, February 11, 1986.

There were no objections received in the Office of the
Secretary of the Commission to the First General Counsel's
Report at the time of the deadline.
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DATE AND TIME OF TR
BY OGC TO THE COMMI

*&ERAL ELECTION COMISSION@.
999 E Street, N.W. A.)

Washington, D. C. 20463 FI>

FIRST GENERAL COUNSEL'S REPO rB ii P12: 36

ANSMITTAL MUR # 2116 II 1f-
:SSIoN DATE COMPLAINT RECEIVED

BYOGC . ,1/85
DATE OIFNOTIFICATION TO
RESPONDENT 1/9/86
STAFF MEMBER
Michele Brown

COMPLAINANT'S NAME: Robert F. Bauer on behalf of the
Democratic Congressional Campaign
Committee

RESPONDENTS' NAMES: National Republican Congressional Committee
and Jack McDonald, as treasurer,
Republican National Committee, William J.
McManus, as treasurer, and John A. Holmes, Jr.

RELEVANT STATUTE: 2 U.S.C. SS 431(2), (9), (14), (18),
432(e) (1), 441a(d), 441d
11 C.F.R. 100.8(b) (1), 104.3(b) (3) (viii),
110.7 (a) (4)

INTERNAL REPORTS CHECKED: National Republican Congressional Committee

FEDERAL AGENCIES CHECKED: None

STATEMENT OF THE CASE

The Democratic Congressional Campaign Committee ("DCCC") alleges

that the National Republican Congressional Committee ("NRCC"), the

Republican National Committee ("RNC") and John A. Holmes, Jr.

("Respondents") seek the defeat of first district incumbent Congressman

Fernand St. Germain in the 1986 general election and the election

of Republican John A. Holmes, Jr. ,'DCCC alleges the respondents have

expended funds in a coordinated effort through mass media and mailings

to promote the candidacy of Mr. Holmes and to defeat Congressman

St Germain.
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Specifically, the fforts include $15',000 in television

advertisements prepared and pai-dfor:,b, he NRCC. According to the

complaint, ads are broadcast within the first district and they

question Congressman St Germain's per orAlfinances-and conduct in

office. Rhode Island Citizens for Accountability in Government sent

what Complainant calls $10,000 worth of companion mailings on the same

theme to the Congressman's constituents. DCCC alleges that the Rhode

Island Citizens organization is a sham and that the NRCC paid for

the mailing. The complaint lastly alleges that the RNC has spent

$15,000 for polls to lay the foundation for Mr. Holmes' nomination

and election to Congressman St Germain's seat.

The Office of General Counsel sent notice of the complaint to the

. respondents on January 9, 1986. The Republican National Committee

' has submitted its response to the notification, however, the

, National Republican Congressional Committee has requested an extension

of 20 days to respond. The Office of General Counsel has granted an

extension until February 19, 1986, and has so notified the NRCC.

Once the Office of General Counsel hat received and reviewed all of

the responses, it will make a further report to the Commission with

recommendations.

Charles N. Steele
Genera 0 el

~1 BY: nh
Date KeYn-- A. Gross/

Associate General Counsel
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January 30, 1906

Legal C Use1

Wational As.pblicon Congressional Coamittee
320 Pirst s0reet, 8..
Washington, V.C. 20003

Re: MR 2116
National Republican Congressional
Committee

%0 Dear Mr. Ginsbergs

This is in reference to your letter dated January 23, 1986,

requesting an extension of 20 days to respond to the Commission's
notification of receipt of a complaint. After considering the

circumstances presented in your letter, the Commission has
determined to grant you your requested extension. Accordingly,

' your response will be due on February 19, 1986.

P- If you have any questions, please contact Michele Brown, the

Cstaff member assigned to this matter, at (202) 376-8200.

Sincerely,

CCharles N. Steele
Genera. Counsel .. /

By:
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Benjamin to. Ginserg
Legal Counsel
National Republican Congressional Committee
320 First Street, 8.3.
Washington, D.C. 20003

Re: MUR 2116
National Republican Congressional
Committee

Dear Mr. Ginsberg:

This is in reference to your letter dated January 23, 1986,
requesting an extension of 20 days to respond to the Commission's
notification of receipt of a complaint. After considering the
circumstances presented in your letter, the Commission has
determined to grant you your requested extension. Accordingly,
your response will be due on February 19, 1986.

If you have any questions, please contact Michele Brown, the

0 staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counsel
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Republican
National
Commifttee
E. Mark Breden
Chief Counsel

Michael A. Hess
Randall Davis
Deputy Chief Counsels

,Jauary .01 196.

Mr. Charles N. Steele
General Counsel
Federal Election Commission
999 B Street, N. W.
Washington, D. C. 20463

RE: XUR 2116

ATTN: Kenneth A. Gross,
Associate General Counsel

C)
~

-D

'4,
I..

Dear Mr. Steele:

I am writing in response to your letter of January 9, 1986, addressed to Mr.
William J. McManus, stating that the Federal Election Commission has
received a complaint alleging that the Republican National Committee may

have violated certain sections of the Federal Election Campaign Act of 1971

as amended (FECA).

Your letter enclosed a complaint from the Democratic Congressional Campaign

Committee (DCCC). This complaint provided no factual allegations upon which

it is possible to conclude that the Republican National Committee may have
violated any provisions of the Federal Election Campaign Act. For this
reason, the Commission should take no action against the RNC.

The only actions of the RNC alluded to in the complaint are newspaper
reports of a poll conducted in Rhode Island.

The RNC did commission Decision Making Information (DMI) to conduct a poll
in the First Congressional District of Rhode Island. The poll entailed
approximately forty-eight (48) questions, and the Committee paid DMI

$11,400.00 for their work. The survey was completed on August 5, 1985. The
results of the survey were transmitted to the Chairman of the Rhode Island

Republican Party, Mr. Holmes, on August 22, 1985. It is not clear from the
complaint which specific provisions of the Federal Election Campaign Act the
DCCC is asserting that this action violates. There is no allegation that

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003. (202) 863-8638. Telex: 701144
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Mr. Charles N. Steele
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
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January 23, 1986

z
dRaCharles N. Steele, Esquire

General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

a,

1~~

.4

-

we
Dear Mr. Steele:

Re: MUR 2116

On behalf of the National Republican Congressional
Committee (ONRCCO), I hereby request a 20-day extension of the
time granted the NRCC for responding to the above captioned
matter. NRCC requests this extension in order to gather all
the information and exhibits needed to respond to the
complaint. Accordingly, NRCC will submit its reponse on or
before February 17, 1986.

Thank you for your consideration.

Sincerely,

Benjamin L. Ginsberg
Legal Counsel

Pad or by the Na Rep Cen Cg al Commtee Nt produced at pemmM ePMse.

C'

r )



FEDERAL ELECTION: cM $ SMt0I
WASHINGTON. D.C. 0M

Mr. Jack McDonald
National Republican Congressional
Committee
320 First Street, S.E.
Washington, D.C. 20003

NRe: AUR 2116

Dear Mr. McDonald:

This letter is to notify you that the Federal Election
117 Commission received a complaint which alleges that the National

Republican Congressional Comittee and you, as Treasurer, may
3%have violated certain sections of the Federal Election Campaign

Act of 1971, as amended ("the Act"). A copy of the complaint is
enclosed. We have numbered this matter MDR 2116. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the National

C Republican Congressional Committee and you, as Treasurer, in this
matter. Your response must be submitted within 15 days of
receipt of this letter. If no response is received within 15

c days, the Commission may take further action based on the
available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

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.
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Sinceely,

lharles Steele
General Coune1

By: Kenneth A, Gross
Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement

For
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Mr. William J. McManus
Republican National Com4tteO
310 First Street, S.3.
Washington, D.C. 20003

Ret -MUR 2116

Dear Mr. McManus:.
W.

This letter is to notify you that the Federal Election
Commission received a laat which alleges that the Republican

National Committee and yoa, A Treasror, usy have violated

certain sections of the i d*412ection Campaign Act 
of 1971,

as amended ("the Act"). A copy of the complaint is enclosed.

We have numbered this matter IEl 2116. Please refer to this

number in all future correspondence.

0 Under the Act, you have the opportunity to demonstrate,

in writing, that no action should be taken against the Republican

National Committee and you, as Treasurer, in this matter.
C Your response must be submitted within 15 days of receipt of

this letter. If no response is received within 15 days, the

Commission may take further action based on the available

information.

Please submit any factual or legal materials which 
you

believe are relevant to the Comuission's analysis of this

matter. Where appropriate, statements should be submitted under

oath.

This matter will remain confidential in accordance with 2

U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to

be made public.

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 telphone number of such counsel,

and a statement authorizing such counsel to receive any

notifications and other communications from the Commission.



*please contact Nichele 3rown
i this matter at (202) 376-8300.
10 ''have attached a btief descripton

ptocedure for handling complaints.
Sincerely#

Charles N. Steeele

General Counsel

By: Kenneth A. Gross
Associate General Counsel

Enclosures
Complaint
Picedures
Designation of Counsel Statement

M
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Mr. John A. HolmeIs
P.O0. Box 160
Barrington, RI 02606

b: M 2116

Dear Mr. Holmes:

This letter is to, zot"y you that the Wedetral Election
Commission received'a coMP.&IntO wh alleges that you.

LM may have violated certain - ections Of thel -Federal Election
Campaign Act of 1971, as aeded (teAct. A copy of the
complaint is enclosed this matter MR 2116
Please refer to this -number in atlftr correspondence.

Under the Act, you have the opportunity to demonstrate,,
in writing, that no action should be taken against you, in

Cthis matter. Your response aust be submitted within 15 days
of receipt of this letter. If no response is received within
15 days, the Commission may take further action based on the
available information.

.0 Please submit any factual or legal materials which you
cc believe are relevant to the Commuission's analysis of this

matter. Where appropriate, statemnts should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. S 437g (a) (4) (B) and 437g(a) (12) (A) unless youl notify
the Commission in writing that you wish the matter to be made
public.

If you intend to be represented by counsel in this matter
please advise the Comission by comleting the enclosed form
stating the nin, address and telephone number of such counsel,,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission,
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'too'ncwels,

Charle . Steele
•eneral Counsel

lyl Kenneth A. Gross
Associate General Counsel

EnclosuresCoplait
Procedures

I Designation of Counsel Statement

0
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Robert F. Bauer, 4.46
Perkins Coie
1110 Vermont Avenue, W.,
Washington, D.C. 20005

Dear Mr. Bauer:

This letter is to acknowledge roelpt of your omplaint
which we received on De er 20, 19$, wh a~le~es violations
of the Federal lection Caign las *by the National Republican
Congressional Committee, Republican National Coittee, and
Mr. John Holmes. A staff member a been'o assigned to analyze
your allegations. ,bW respondent wil be notified of this
complaint within five days.

You will be notified as soon as the Commission takes final

o3 action on your complaint. Should you have or receive any
additional information in this matter, please forward it to
this office. We suggest that this information be sworn to in
the same manner as your original complaint. For your information,
we have attached a brief description of the Commission's
procedure for handling complaints. If you have any questions,
please contact Michele Brown at (202) 376-8200.

Sinpcerely,

Charles N. Steele
General Counsel 1.

4A
By: Kenneth A. Gross

Associate General Counsel

Enclosure
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Mr. John A. Holmes
P.O0. BOX 16 0
Barrington, RI 02806

Re: NUR 2116

Dear Mr. Holmes:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that you.
may have violated certain sections of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the
complaint is enclosed. We have numbered this matter MUR 2116.
Please refer to this number in all future correspondence..

0 Under the Act, you have the opportunity to demonstrate,
0 in writing, that no action should be taken against you, in
qT this matter. Your response must be submitted within 15 days

of receipt of this letter. If no response is received within
C! 15 days, the Commission may take further action based on the

available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. S 437g(a) (4) (B) and 437g(a) (12) (A) unless you notify
the Commission in writing that you wish the matter to be made
public.

If you intend to be represented by counsel in this matter
please advise the Commuission 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 Commnission.
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If v* gyn questions, please contact N4ichole Brown,
the 'steaEr assigned to this matter at (202) 376-8200.

~iory*~i tMon, pye have attached a brief description of
the Ca procedure for handling complaints.

Sincerely,

Charles N. Steele
General Conl

By: Kenneth A. Gross
Associate General Counsel

Enclosures
Complaint

o Procedures
Designation of Counsel Statement

L"

0

~q.
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WASHINGTON, 0 C 20463

Mr. Jack McDonald
National Republican Congressional
Committee
320 First Street, S.E.
Washington, D.C. 20003

0- Re: 4UR 2116

Dear Mr. McDonald:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that the National
Republican Congressional Committee and you, as Treasurer, may
have violated certain sections of the Federal Election Campaign
Act of 1971, as amended ("the Act"). A copy of the complaint is

o enclosed. We have numbered this matter MUR 2116. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the National
Republican Congressional Committee and you, as Treasurer, in this
matter. Your response must be submitted within 15 days of
receipt of this letter. If no response is received within 15
days, the Commission may take further action based on the
available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

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.
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-any questions, please contact Michel .0.Br ,
sssigned to this matter at (202) 376-8200.

ktion, we have attached a brief description
Ons procedure for handling complaints.

Sincerely,

Charles N. Steele
General Counsel

A4 11440~
By: Keef A. Gross

Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement

th 4
Ivor
.ot



FEDERAL ELECTIONt MM05$1N
WASHINGTON, D.C. 203

Mr. William J. McManus
Republican National % ommittee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116

Dear Mr. McManus:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that the Republican
National Committee and you, as Treasurer, may have violated
certain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint is enclosed.
We have numbered this matter MUR 2116. Please refer to this

CD number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the Republican
National Committee and you, as Treasurer, in this matter.
Your response must be submitted within 15 days of receipt of
this letter. If no response is received within 15 days, the
Commission may take further action based on the available
information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted under
oath.

This matter will remain confidential in accordance with 2
U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

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 telphone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.
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YOU, any. qti~tofs, please contact Michele Brown,
~ te saffas4ned, to this matra 22 7-820,0.

r or Y yu r iS ton we have attached a brief description
..at; the Co isR**fts pr oedure for handling complaints.

Sincerely,

Charles N. Steeele
General Counsel

By: Kdnneth A. Gross
Associate General Counsel

Enclosures
Complaint

0Procedures
Designation of Counsel Statement

Un

%4



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 203

Robert F. Bauer, Esq.
Perkins Coie
1110 Vermont Avenue, N.W.
Washington, D.C. 20005

NUR 2116

Dear Mr. Bauer:
This letter is to acknowledge receipt of your complaint

LM which we received on December 20, 1985, which alleges violations
of the Federal Election Campaign laws by the National Republican
Congressional Committee, Republican National Committee, and
Mr. John Holmes. A staff member has been assigned to analyze
your allegations. The respondent will be notified of this
complaint within five days.

0You will be notified as soon as the Commission takes final
action on your complaint. Should you have or receive any
additional information in this matter, please forward it to
this office. We suggest that this information be sworn to in
the same manner as your original complaint. For your information,
we have attached a brief description of the Commission's
procedure for handling complaints. If you have any questions,

cplease contact Michele Brown at (202) 376-8200.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counsel

Enclosure
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The Democratic Congressional Campaign Committee

(ODCCC") files this complaint challenging numerous and

significant violations of the Federal Election Campaign Act of

1971, as amended, 2 U.S.C. S431 et se. (OFECAO), and related

regulations of the Federal Election Commission, by the

0* National Republican Congressional Committee (ONiCCO)i the

Republican National Committee (CRMC)l Mr. John A. Holmes,

Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; an&

other individuals and organizations whose identities may be M
C

revealed in connection with a full investigation by the -

Commission (ORespondents').

II. FACTS MOW

DCCC attaches, for the review of 
the General

Counsel, a series of clippings from various news organizations

reporting on recent activities of Respondents. These

Respondents seek the defeat in the 1986 general election of

the First District incumbent Congressman Fernand St Germain

and the election of Republican John A. Holmes, Jr. To this

end, Respondents NRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).
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These funds have been spent in a coordinated effort

though mass media and mailings to promote the candidacy of

Mr. Holmes and to undermine the candidacy of Congressman

St Germain. The components of this coordinated program ate as

follows:

1. Fifteen thousand dollars ($15,000) in television

advertisements prepared and paid for by URCC, and broadcast

within and directed to the First District, which assail the

00 personal finances and conduct in office of Congressman

St Germain. (Exhibit A.)

2. Ten thousand dollars ($10,000) in "companion"

mailings on the same political theme, also directed to the

Congressman's constituents, which are paid for by NRCC but

which bear only the name of a sham organization, Rhode Island

Citizens for Accountability in Government.0 (Exhibits B and

C.)

3. At least fifteen thousand dollars ($15,000) in

polling by RNC to lay the foundation for the campaign for John

Holmes for nomination and election to the First District Rhode

Island seat now held by Congressman St Germain, (Exhibits D

and E.)

All of these activities have been financed in

coordination and cooperation with r o Holmes and his closest

political associates.
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. voIoTIONS OF LAW

A. MUCC Evasion of S44la(d) Limits in Connection
With "Direct" Mailing Attacking the Record of
Mr. St Ger Ine

Commission Advisory Opinion 1985-14p Fed. Eise. Camp.

Fin. Guide (CCE) I 5819 (May 30, 1985)v is dispositive on this

issue. Direct mailings of this nature, even if framed without

an explicit "electioneering" message, are subject in full to

the limits which apply to a party's support of its general

0election candidates. See also 2 U.S.C. 5441a(d).

aNRCC apparently does not intend to comply with these

tfli limits. In the news article marked Exhibit Fe an NRCC *field

:V7 representative" is either unaware of or indifferent to the

Commission's holding in Advisory Opinion 1985-14. This NRCC
tv.

official contends that the apparent absence from the mailing

of both a formally declared Republican candidate and of an

explicit "electioneering* statement obviates the need for an

allocation to the limits. Advisory Opinion 1985-14

demonstrates that this is a false, likely a wilfully false,

reading of the law and of the Commission's position on the law.

B. MRCC Violation of "Disclaimer" Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full,-including NRCC staff time in "polishing" (Exhibit C) the

written text and handling the mechanical requirements for

mailing.
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Apparently because NC intended to conceal its

involvement, perhaps as part of a strategy to avoid S44la(d)

limitation issues* MCC did not add a =disclaAger" identifying

its sponsorship in accordance with 2 U.S.C. §441d. NRCC did

add such a disclaimer to its television advertisements on this

same subject over the same period -- but such a disclaimer is

a condition precedent to acceptance for broadcast under the

Federal Communications Act. 47 U.S.C. $317. NRCC, however,

0 had reasons to disregard the similar FECA requirement as it

applied to its mailing.

As a result, NRCC's involvement in this mailing was

disclosed only to those-of its recipients who came upon news

disclosure of that involvement. The mailing itself had the

name of the QRhode Island CitizensO group -- and no reference

at all to NRCC.!/

CSection 441d was thereby wilfully and wholly violated.

C. Failure of John A. Holmes, Jr. to Register

cc as a "Candidate* Under the FECA

News reports clearly demonstrate that all of the

activities described in this Complaint reflect a coordinated

and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

1/ The organization surfaced the month before the mailing,
*with two founding members," and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this Oorganizaton' was meant
to do more than *monitoring St Germain and paving the way
for Republican challenger s. (Exhibit F.)
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Democratic Member of Congress from the First District of Rhode

Island. because of the nature of these activities, including

their clear coordination with Ur. Holmes and his closest

assocLatest the expenditures associated with these activities

have exceeded the threshold requirements for the formal

registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.

$431(2). Conversely, none of these actions, taken alone or in

context, can properly be qualified as expenditures for

_ testing the watersw which would otherwise be available as a

0 basis for avoiding registration at this time.

1. The Mailing

The. direct mailing funded by N6C, and described

fully elsewhere in this Complaint, constitutes an allocable

expenditure subject to the limitations which apply to NRCC's

spending on behalf of its First District general election

c candidate under S44la(d). See p. 3 of this Complaint.

Moreover, the making of this expenditure was coordinated

closely with Mr. Holmes, through one of his close political

associates who participated in the establishment of NRCC's

"front" organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E)

indicate the involvement in this scheme of Mr. Thomas J.

Cashill, described as a "close friend of Republican State

Chairman John A. Holmes, Jr., who is expected to be the GOP

First District nominee. (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these
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news reports demonstrate that )k. 3o10 was fully involved

with and consented to the prepatation and..4..wination of

this mailing. As VICC, the *ttnancier of this mailing, has

admitted that the mailing cost no l0s than 210,000, there i.s

no question that the monies expended for this purpose with

Mr. Holmes' consent exceeded the $5,000 threshold upon vhich

FECA candidacy is based.

There is, moreover, no basis under the law for

NMr. Holmes to allege that his activities constituted solely

C "testing the waters." Under testing the water regulations,

only recently revised and reissued by the Commission, testing

the waters activities cannot be conducted through direct

political advertising clearly designed to promote the

Ccandidacy of the individual involved in those activities.

Tr 11 C.F.R. S100.7(b)(1)(ii) (testing the waters exemption "does

C not apply to funds received for activities indicating that an

individual has decided to become a candidate for a particular

office or for activities relevant to conducting a campaign.0)

See also FEC Advisory Opinion 1982-32, Fed. lec. Camp. Fin.

Guide (CCH) 1 5620 (October 2, 1981).

In Advisory Opinion 1985-14, the Commission held

specifically that public political advertising of the nature

described here -- a direct ailing -- would be treated as a

statutory "expenditure" by a party committee subject to

S441a(d). While NRCC was not required to coordinate this
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expenditure, withei t4niM.o a44t5 it did

Vso. Mr. Holmes,, vovati, hs 

consent to this extit,,t ed hi to abandon the

pretense of test6i "&the AM "a.. sestter as a candidate

under the lUCA with full discosure obligations under the

law. In failing to do so, Mr. Solmes violated the iUCA.

2. The poll

News reports also reflect the RUC's payment for a

11 $15,000 (fifteen thousand dollar) poll designed to lay the

0 foundation for Mr. Nolmes' candidacy. (Exhibits D and H.)

While these reports also incorporate statements by Mr. Holmes

suggesting that this poll will only aid his in making a

decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this

Complaint must be taken together, as one concerted and

e coordinated program to promote Mr. Holmes' .candidacy prior to

formal declaration -- and undermine the candidacy of his

cexpected opponent, incumbent Congressman St Germain. These

activities include the television advertisements, the mailing

and the poll, all of which are critical elements to a full

fledged campaign for nomination and election to federal

office. Moreover, in all cases, funding for these purposes is

being supplied by the National Republican Party by two of its

affiliated committees, URCC and RNC. The legal significance

of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.



On these grounds, while the direct mailing alone

represents an expenditure of funds sufficient to trigger

Mr. Holmes' candidacy, the cost of this poll ($15,000) must.be

included within the total which is legally determinative for

registration purposes. -

IV. CONCLUSION

In 1984, DCCC brought to the Commission's attention

the purposeful efforts of the URCC to evade the limitations

set by law on its expenditures to support Republican

0 candidates in House campaigns. The Commission declined to

0address the matter before the election. In desperationt with

Election Day only days away, DCCC sought relief from the

federal courts, again to no avail: the Court would not force

the agency's hand in these extraordinary "last-minute"

circumstances. And, when the Commission finally took up

C DCCC's Complaint, the election had long passed, and the agency

would and could offer no relief.

Finally, thrugh the Advisory Opinion process

(Advisory Opinon 1985-14)p DCCC managed to obtain some

2/ Furthermore, RNC's expenditure of these funds must in
context be treated as allocable to some limitation under
the statute which is binding on national party
organizations. RNC has the option of treating the cost
of this poll as allocable to the S441a(h) contribution
limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the
overall "coordinated expenditure" limit available to the
national committee under S441a(d)• Some limit does#
however, apply. See Section III° A. of this Complaint.
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clarification of of the law, and particularly $441a(d), as it

applies to both the Democratic and Republican Parties, and no,

less to NlCC and RIC. Iven this enforcement effort appears to

have come to naught# as the national Republican Party is

currently ignoring it altogether.

DCCC requires action on its Complaint now, not six

months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter" in 1986.

Respectfully submitted,

7 0 INS COIN

Rbrt S auer
Counsel, Democratic Congressional
Campaign Committee

13288

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of

December 1985.

.Notar u c

My comwussion expires: P
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You may have ad ttourC F d St Gernain, has been accused
Of some very serious chmas.

Accon to dhe 1W Shw ~Jouml MWe ohudewe~u ful n te
repected, ferP~Cnsia tein assdautniho olr

personal ftune by wi" his pulcposition to hel wealthy investos.

Its time to ce the air.

That's why Rhode Island Citizens for AcoutailtyInGoernmett are asking
CongFessman St Germain to I In detail his fntanclal recot and make available to

the public his tax returns.

Unfortunately, St Germain has rekised. And that's bad because the people of Rhode
Island have a right to know If our Coogren is tillng the truth.

We also hawve a fiht o know if St Germin is trvtu to hide somthina.

In past years, public officl bo political parties have given the public a complete
financial accounting of yes vi.

jSome who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins fo US. Se Joseph Garrahy for Governor, Vincent C anci, Jr.
for Mayor of Providence, and Incumben Mayor, Joseph Paolino, Jr.

t If they found this course suitable, why not Congessman St Germain?

Just at a time Rhode Island citizens are demanding our leaders be honest and above
4reproach, we cannot afford to have this dark cloud hanging over our heads.

7There's onl- one solution: Conre-smn St emain must come clean by fuoy
disclosing his taxes and finances. To do cothes& wskould bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

That's why we-Rhode Island Citizens for Accountability in Government-urge you
and other members of your household to sign the attached petition and mall it to us
immediately.

The petition asks the U.S. House of Representatives' Ethics Committee to officially

investigate these serious charges and fRather demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

sincerely

Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.

•~~ ~PMr .- .. . .. V &..,.j.1-W*
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The .mwebersof Rhode Island
W for Accountability in
Government-a non-partisan group-want
to k the ruth about the financial
ch e made against Congressman

_ St ermain.

Only you, Congressman,
record straight
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can set the

No Postage
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In The
United States

BUSINESS REPLY MAIL
First Class Pemr No. 140 Providence R.I. 02908

RHODE ISLAND CITIZENS FOR
ACCOUNTABILITY IN GOVERNMENT
PO. BOX 28672
PROVIDENCE, RHODE ISLAND 02908-9990
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•FOR ACOUNTA01TY-
IN GOVERNMENT

Dear Taxpayer:

You may haw heard that out Congressman n an d St GamUl, has been accuse
of some very saou dres.

According to the Wag S Jeet d 7WurIago PANe aesm ll lftir, and o. iie
respectd newspapr, Co St Germain has ammed a multmillion dollar

personal fortune by using his pubi p0sto to hep w thy nvstor a.

it's time to clear the air.

That's why Rhode Island Citizm for Accounality in Goverment are
Congressman St Germain to disclose in detail his finci records and make avalablAe to

the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode

Island have a right to knmow if our Conressm Is tellin the truth.

We also have a rlaht to. know If St Germain Is trying to hide somethnu.

In past years, public offcials of both polidcal partes have given the public a comlet

fin accounting of themselves.

Some who come quickly to mind are Richard load when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Canci, Jr.
for Mayor of Providenc, and Incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congesan St Germain?

C Just at a time Rhode Island citizens are demandin our leader be honest and above

reproach, we cannot afford to have this dark cloud hanging over our heads.

C" There's only one solution: ConrmaM St Germain must come cean by fully
disiosinis his taxes and fiances. To do otherw se would bring an end to our efforts to rid
our government of corruption and those who seek personal pin.

That's why we-Rhode Island Citizens for A tabiity in Government-Urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the
investigate these senor
taxes and finances.

The people
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EXHIBIT D

GOP Commissions Poll to Learn
If -Holmes C(
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EXHIBIT E

GOP chief Holmes says
poll wil help him decide
Iabout facing St Germa*
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December 23, 1985

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, thename and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie
1110 Vermont Avenue, N.W.
Suite 1200
Washington, D.C. 20005

(202) 887-9030.

Thank you for your attention to this matter.

Very truly yours,

,.Aobert.- Bauer

RFB/lff

TELEX: 44-0277 Pcso Ui a FACSIMILE (GP I, n, n): (202) 223-2088
OTHER OFFICES: ANCHORAGE, ALASKA a BELLEVUE, WASHINGTON a PoirLAND, OREGON w SEATTLE, WASHINGTON
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I. INTRODUCTION

The Democratic Congressional Campaign Committee

(ODCCCO) files this complaint challenging numerous and

significant violations of the Federal Election Campaign Act of

1971, as amended, 2 U.S.C. S431 et seq. ("FECA"), and related

regulations of the Federal Election Commission, by the

National Republican Congressional Committee ("NRCC"); the

Republican National Committee ("RNCN); Mr. John A. Holmes,

Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; an*

other individuals and organizations whose identities may be"

revealed in connection with a full investigation by the

Commission ("Respondents").
II. FACTS %

DCCC attaches, for the review of the General

Counsel, a series of clippings from various news organizations

reporting on recent activities of Respondents. These

Respondents seek the defeat in the 1986 general election of

the First District incumbent Congressman Fernand St Germain

and the election of Republican John A. Holmes, Jr. To this

end, Respondents NRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).

y
* ,,

cc:
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These funds have been spent in a coordinated effort

though mass media and mailings to promote the candidacy of

Mr. Holmes and to undermine the candidacy of Congressman

St Germain. The components of this coordinated program are as

follows:

1. Fifteen thousand dollars ($15,000) in television

advertisements prepared and paid for by NRCC, and broadcast

within and directed to the First District, which assail the

Cpersonal finances and conduct in office of Congressman

-o St Germain. (Exhibit A.)

2. Ten thousand dollars ($10,000) in "companion"

mailings on the same political theme, also directed to the

Congressman's constituents, which are paid for by NRCC but

which bear only the name of a sham organization, "Rhode Island

Citizens for Accountability in Government." (Exhibits B and

CC.)

%n 3. At least fifteen thousand dollars ($15,000) in

polling by RNC to lay the foundation for the campaign for John

Holmes for nomination and election to the First District Rhode

Island seat now held by Congressman St Germain. (Exhibits D

and E.)

All of these activities have been financed in

coordination and cooperation with Mr. Holmes and his closest

political associates.



* - 3-

III,. VIOLATIONS Or LAW

A. NRCC Evasion of 544la(d) Limits in Connection
With "Direct* Mailing Attacking the Record of
Mr. St Germaine

Commission Advisory Opinion 1985-14# Fed. Elec. Camp.

Fin. Guide (CCH) 1 5819 (May 30, 1985), is dispositive on this

issue. Direct mailings of this nature, even if framed without

an explicit "electioneering" message, are subject in full to

the limits which apply to a party's support of its general

election candidates. See also 2 U.S.C. S441a(d).

- NRCC apparently does not intend to comply with these

limits. In the news article marked Exhibit F, an NRCC "field

representative" is either unaware of or indifferent to the

Commission's holding in Advisory Opinion 1985-14. This NRCC

o official contends that the apparent absence from the mailing

of both a formally declared Republican candidate and of an

explicit "electioneering" statement obviates the need for an

allocation to the limits. Advisory Opinion 1985-14

demonstrates that this is a false, likely a wilfully false,

reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer" Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full, including NRCC staff time in "polishing" (Exhibit C) the

written text and handling the mechanical requirements for

. mailing,



Apparently because, RC intended to conceal its

involvement, perhaps as part of a strategy to avoid S441a(d)

limitation issues, MRCC did not add a "disclaimer" identifying

its sponsorship in accordance with 2 U.S.C. S441d. NRCC did

add such a disclaimer to its television advertisements on this

same subject over the same period -- but such a disclaimer is

a condition precedent to acceptance for broadcast under the

Federal Communications Act. 47 U.S.C. S317. NRCC, however,

o had reasons to disregard the similar FECA requirement as it

applied to its mailing.

As a result, NRCC's involvement in this mailing was

disclosed only to those of its recipients who came upon news

disclosure of that involvement. The mailing itself had the

name of the "Rhode Island Citizens" group -- and no reference

at all to NRCC.I-

Section 441d was thereby wilfully and wholly violated.

C. Failure of John A. Holmes, Jr. to Register
cc as a "Candidate" Under the FECA

News reports clearly demonstrate that all of the

activities described in this Complaint reflect a coordinated

and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

1/ The organization surfaced the month before the mailing,
*with two founding members," and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this worganizaton" was meant
to do more than "monitoring St Germain and paving the way
for Republican challengers." (Exhibit F.)
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Democratic Member of Congress from the First District of Rhode

Island. Because of the nature of these activities, including

their clear coordination with Mr. Holmes and his closest

associates, the expenditures associated with these activities

have exceeded the threshold requirements for the formal

registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.

S431(2). Conversely, none of these actions, taken alone or in

context, can properly be qualified as expenditures for

- testing the waters" which would otherwise be available as a

basis for avoiding registration at this time.

1. The Mailing

The direct mailing funded by NRCC, and described

fully elsewhere in this Complaint, constitutes an allocable

expenditure subject to the limitations which apply to NRCC's

spending on behalf of its First District general election

candidate under S441a(d). See p. 3 of this Complaint.

Moreover, the making of this expenditure was coordinated

closely with Mr. Holmes, through one of his close political

associates who participated in the establishment of NRCC's

"front" organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E)

indicate the involvement in this scheme of Mr. Thomas J.

Cashill, described as a "close friend of Republican State

Chairman John A. Holmes, Jr., who is expected to be the GOP

. First District nominee." (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these
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with and consented to.tire #." a and , i tion of

this mailing. As NRCC, t nfnc *vi of thiSmaili ng, has

admitted that the mailing oxt, no les thai"$10,000O, there is

no question that the monies expended for this purpose with

Mr. Holmes' consent exceeded the $5,000 threshold upon which

FECA candidacy is based.

There is, moreover, no basis under the law for

Mr. Holmes to allege that his activities constituted solely

19 "testing the waters." Under testing the water regulations,

only recently revised and reissued by the Commission, testing

S the waters activities cannotibe cnduced through direct

political advertising clearly designed to promote the

Ccandidacy of the individual involved in those activities.

11 C.F.R. Sl00.7(b)(l)(ii) (testing the waters exemption "does

not apply to funds received for activities indicating that an

individual has decided to become a candidate for a particular

office or for activities relevant to conducting a campaign.")

See also FEC Advisory Opinion 1982-32, Fed. Elec. Camp. Fin.

Guide (CCH) 1 5620 (October 2, 1981).

In Advisory Opinion 1985-14, the Commission held

specifically that public political advertising of the nature

described here -- a direct mailing -- would be treated as a

statutory "expenditure" by a party committee subject to

S44la(d). While NRCC was not required to coordinate this



expenditure with-any potentl*l idst$ 0? oandidates, it did

-so. Mr. Holmes' invol tw is M ; ure, his

consent to this expenditure, .equired him to abandon the

pretense of testing the waters and to regiSter as a candidate

under the FECA with full disclosure obligations under the

law. In failing to do so, Mr. Holmes violated the FECA.

2. The Poll

News reports also reflect the RNC's payment for a

$15,000 (fifteen thousand dollar) poll designed to lay the

foundation for Mr. Holmes' candidacy. (Exhibits D and E.)

While these reports also incorporate statements by Mr. Holmes

S suggesting that this poll will only aid him in making a

decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this

Complaint must be taken together, as one concerted and

coordinated program to promote Mr. Holmes' candidacy prior to

formal declaration -- and undermine the candidacy of his

expected opponent, incumbent Congressman St Germain. These

activities include the television advertisements, the mailing

and the poll, all of which are critical elements to a full

fledged campaign for nomination and election to federal

office. Moreover, in all cases, funding for these purposes is

being supplied by the National Republican Party by two of its

affiliated committees, NRCC and RNC. The legal significance

0 of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.



on thes grounds, Wb. the direct mailing aXQ 0

-eresents anh 'expenditreof -td fiint to rge

Ar. Holmes' candidacy, the cost of this poll ($15,000) cmigt be
ihcluded within the total which is legally determinative for

registration purposes.2/

IV. CONCLUSION

In 1984, DCCC brought to the Commission's attention

the purposeful efforts of the NRCC to evade the limitations

set by law on its expenditures to support Republican

cy, candidates in House campaigns. The Commission declined to

address the matter before the election. In desperation, with

S Election Day only days away,.DCCC sought relief from the

federal courts, again to no avail: the Court would not force

the agency's hand in these extraordinary "last-minute"

circumstances. And, when the Commission finally took up

DCCC's Complaint, the election had long passed, and the agency

would and could offer no relief.

Finally, thrugh the Advisory Opinion process

(Advisory Opinon 1985-14), DCCC managed to obtain some

V! Furthermore, RNC's expenditure of these funds must in
context be treated as allocable to some limitation under
the statute which is binding on national party
organizations. RNC has the option of treating the cost
of this poll as allocable to the S441a(h) contribution
limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the
overall "coordinated expenditure" limit available to the
national committee under S441a(d). Some limit does,
however, apply. See Section III. A. of this Complaint.
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clarification of of the law, and particularly S44la(d), as it

applies to both the Democratic and Republican Parties, and no

less to NRCC and RNC. Even this enforcement effort appears to

have come to naught, as the national Republican Party is

currently ignoring it altogether.

DCCC requires action on its Complaint now, not six

months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter' in 1986.

Respectfully submitted,

7 
NS 

COIE

Robert Buer
Counsel, Democratic Congressional
Campaign Committee

1328B

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of

wecember 19ca.

MK conu.ission expires:

Notary Pu ic

//J)
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FZDZR COPLIT O1SO SENSITIVE

I. INTRODUCTION

The Democratic Congressional Campaign Committee

(uDCCCO) files this complaint challenging numerous and

significant violations of the Federal Election Campaign Act of

1971, as amended, 2 U.S.C. S431 et seq. ("FECA"), and related

0regulations of the Federal Election Commission, by the

National Republican Congressional Committee (ONRCCO); the

Republican National Committee ("RNCO); Mr. John A. Holmes,

Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; a*

other individuals and organizations whose identities may be M

revealed in connection with a full investigation by the

Commission ("Respondents"). '
o. - -

II. FACTS

DCCC attaches, for the review of the General

Counsel, a series of clippings from various news organizations

reporting on recent activities of Respondents. These

Respondents seek the defeat in the 1986 general election of

the First District incumbent Congressman Fernand St Germain

and the election of Republican John A. Holmes, Jr. To this

end, Respondents NRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).
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These funds have been spent In a coordinated effort

though mass media and mailings to promote the candidacy of

Mr. Holmes and to undermine the candidacy of Congressman

St Germain. The components of this coordinated program are as

follows:

1. Fifteen thousand dollars ($15,000) in television

advertisements prepared and paid for by NRCC, and broadcast

within and directed to the First District, which assail the

personal finances and conduct in office of Congressman

St Germain. (Exhibit A.)

2. Ten thousand dollars ($10,000) in "companion*

mailings on the same political theme, also directed to the

Congressman's constituents, which are paid for by NRCC but

which bear only the name of a sham organization, "Rhode Island

Citizens for Accountability in Government.* (Exhibits B and

C.)

3. At least fifteen thousand dollars ($15,000) in

polling by RNC to lay the foundation for the campaign for John

Holmes for nomination and election to the First District Rhode

Island seat now held by Congressman St Germain. (Exhibits D

and E.)

All of these activities have been financed in

coordination and cooperation with Mr. Holmes and his closest

political associates.
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III. VIOLATIONS OF-LAW

A. NRCC Evasion of S44la(d) Limits in Connection
With "Directo Mailing Attacking the Record of
Kr. St Germaine

Commission Advisory Opinion 1985-14t Fed. Blec. Camp.

Fin. Guide (CCH) 1 5819 (Nay 30, 1985), is dispositive on this

issue. Direct mailings of this nature, even if framed without

an explicit welectioneering" message, are subject in full to

the limits which apply to a party's support of its general

election candidates. See also 2 U.S.C. S44la(d).

NRCC apparently does not intend to comply with these

limits. In the news article marked Exhibit F, an NRCC "field

representative" is either unaware of or indifferent to the

Commission's holding in Advisory Opinion 1985-14. This NRCC

official contends that the apparent absence from the mailing

of both a formally declared Republican candidate and of an

explicit "electioneering' statement obviates the need for an

allocation to the limits. Advisory Opinion 1985-14

demonstrates that this is a false, likely a wilfully false,

reading of the law and of the Commission's position on the law.

B. NRCC Violation of wDisclaimerw Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full, including NRCC staff time in "polishing" (Exhibit C) the

written text and handling the mechanical requirements for

mailing.
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Apparently because 31CC intended to conceal its

involvement, perhaps as part of a strategy to avoid 1441a(d)

limitation issues, NRCC did not add a "disclaimer" identifying

its sponsorship in accordance with 2 U.8,C. S441d. V2CC did

add such a disclaimer to its television advertisements on this

same subject over the same period -- but such a disclaimer is

a condition precedent to acceptance for broadcast under the

Federal Communications Act. 47 U.S.C. S317. NRCC, however,

all had reasons to disregard the similar FECA requirement as it

applied to its mailing.

As a result, NRCC's involvement in this mailing was

disclosed only to those of its recipients who came upon news

disclosure of that involvement. The mailing itself had the

name of the "Rhode Island Citizens" group -- and no reference

Nat all to NRCC.J

C Section 441d was thereby wilfully and wholly violated.

C. Failure of John A. Holmes, Jr. to Register

cc as a OCandidate" Under the FECA

News reports clearly demonstrate that all of the

activities described in this Complaint reflect a coordinated

and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

1/ The organization surfaced the month before the mailing,
"with two founding memberst and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this "organizaton" was meant
to do more than "monitoring St Germain and paving the way

for Republican challengers." (Exhibit F.)
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Democratic Member of Congress from the First District of Rbode

island. Because of the nature of these activities, including

their clear coordination with Mr. Holmes and his closest

associatesr the expenditures associated with these activities

have exceeded the threshold requirements for the formal

registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.

S431(2). Conversely, none of these actions, taken alone or in

context, can properly be qualified as expenditures for

o "testing the waters" which would otherwise be available as a

basis for avoiding registration at this time.

1. The Mailing

The direct mailing funded by NRCC, and described

fully elsewhere in this Complaint, constitutes an allocable

expenditure subject to the limitations which apply to NRCC's

spending on behalf of its First District general election

candidate under S44la(d). See p. 3 of this Complaint.

Moreover, the making of this expenditure was coordinated

closely with Mr. Holmes, through one of his close political

associates who participated in the establishment of NRCC's

"front" organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E)

indicate the involvement in this scheme of Mr. Thomas J.

Cashill, described as a "close friend of Republican State

Chairman John A. Holmes, Jr., who is expected to be the GOP

First District nominee." (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these



news reports demonstrate#. that bif flInvolved
AtA o oOf

vith and consented to the rpa1 and, As~sat~l

this mailing. As MRCC, the: tino'"teg, @t- 4-is ai ling, has

admitted that the mailing ft'cot so $han --460,0t there is

no question that the monies expEade4 for thi's purpose with

mr. Holmes' consent exceeded the ss000 bhreshold upon which

FECA candidacy is based.

There is, moreover# no basis under the law for

-4r. Holmes to allege that his activities constituted solely

Otesting the waters. = Under testing the water regulations,

only recently revised and reissued by the Commission, testing

the waters activities cannot be conducted through direct

political advertising clearly designed to promote the

o candidacy of the individual involved in those activities.

11 C.F.R. Sl00.7(b) (1) (ii) (testing the waters exemption adoes

Cnot apply to funds received for activities indicating that an

individual has decided to become a candidate for a particular

office or for activities relevant to conducting a campaign.")

See also FEC Advisory Opinion 1982-32v Fed. Blec. Camp. Fin.

Guide (CCH) 1 5620 (October 2P 1981).

In Advisory Opinion 1985-14, the Commission held

specifically that public political advertising of the nature

described here -- a direct mailing -- would be treated as a

statutory "expenditure" by a party comittee subject to

S441a(d). While NRCC was not required to coordinate this



expenditure with Set It *:*W1jso,:. . Mri! .;.•  ,bJ7 i-au, ,,uhi

pretense of testiq th* V #C& UG t io risto t a candidate

under the FECA with ful disclosure obligti lons under the

law. In failing to do "o0 Mr. 91"s violoate the FIUCA.

2. The Po31

News reports olso reflect the RUC's payment for a

N $15,000 (fifteen thousand dollar) poll designed to lay the

foundation for Mr. Holmes* candidacy. (Zxhibits D and H.)

While these reports also incorporate statements by Mr. Holmes

suggesting that this poll will only aid him in making a

decision on candidacy, the circumstances indicate otherwise.

0 As stated, all of the activities described in this

Complaint must be taken together, as one concerted and

C coordinated program to promote Mr. Holmes' candidacy prior to

formal declaration -- and undermine the candidacy of his

expected opponent, incumbent Congressman St Germain. These

activities include the television advertisements, the mailing

and the poll, all of which are critical elements to a full

fledged campaign for nomination and election to federal

office. Moreover, in all cases, funding for these purposes is

being supplied by the National Republican Party by two of its

affiliated committees, NRCC and RNC. The legal significance

of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.



On these grounds# while the direct Mailing alone

represents an expenditure of funds sufficient to trigger

hr. Holmes' candidacy, the *ost of this poll ($15,000) must be

included within the total which is legally determinative for

registration purposes.
2/

IV. CONCLUSION

In 1984, DCCC brought to the Commission's attention

the purposeful efforts of the NRCC to evade the limitations

set by law on its expenditures to support Republican

candidates in House campaigns. The Commission declined to

address the matter before the election. In desperation, with

Election Day only days away, DCCC sought relief from the

federal courts, again to no avail: the Court would not force

o the agency's hand in these extraordinary "last-minute'

circumstances. And, when the Commission finally took up

C DCCC's Complaint, the election had long passed, and the agency

would and could offer no relief.

Finally, thrugh the Advisory Opinion process

(Advisory Opinon 1985-14), DCCC managed to obtain some

Furthermore, RNC's expenditure of these funds must in

context be treated as allocable to some limitation under

the statute which is binding on national party
organizations. RNC has the option of treating the cost

of this poll as allocable to the S441a(h) contribution

limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the

overall "coordinated expenditure" limit available to the

national committee under S441a(d). Some limit does,

however, apply. See Section III. A. of this Complaint.
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clarification of of the1evl, and particularly 1441a(d), as it

applies to both the Deonratic and Republican Parties, and 
no0

less to NMCC and REC. Bven this enforcement effort appears to

have come to naught, as the national Republican Party is

currently ignoring it altogether.

DCCC requires action on its Complaint now, not six

months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter" in 1986.

Respectfully submitted,

PERKINS COZE

Robert F. Bauer
Counsel, Democratic Congressional
Campaign Committee

1328B

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of

December 190 .

My conwission expires:

-Notary Pulic



I TVad takoes aim at St Germain

- .-. .b

M

0i
'4 9 NO

h m a ms da'--."~m

the e~S5 hs podue aecdteleli

u dmos atn Dtri. Dmrat
&eee Ms netXturn gn SGumaknhbees

bdhe e aumult d bb

Tue t th bu tulwlimgaes in mhobdelmed

ulhvepeedoktinp. 'mu,w chdumm-

,,s ,£mmhlm gaudd as Sta-te GOphm

Min WON Is eImmIrd be UMa I* Perms to

hk ag, 4ldel ich W , ChIarnelm 3 Amd WM
1% M2 so~ WEa -*a :C St aioahhAn leein SIW to cem

mi smda adm fOP tmm

dues" tr ad aft a p lde d a 1 00 tre tm

m v

offer TV commercial

seekin St Germain tax. returns
on mm ( - . t be , r wit I oh t..a Diti 9W

vidm 0 aP~ffR
pubbe hsve sed ep Pon& W- WNW=tiU tonn - even thUgh0 l
attack Democrati MRp. wM l n l fthe He Is I11 motIhs away

S 1enUMd st Germin wOt a .Uai n t._cis have fore*
, to-ai- "t , 44Wha be$ m s ade m eti'ud ,poi Un. phonedA dmininhn ~srn StgaLIt eem riei, but dona.

Mds incems4a returs. - WO uw 't knowp AItI he cois St Germalin, who h

The clewRa Co In dm .meI yrfued toI rh eso mound a To %m o asa, Imsued a ta

.. s to...o . # In o __il...

tackat Geman 1w afor M

C - r

fur u

ewlm

as Mc

- to

I .

a d skmgu~m" e b. truh." _.
WILN, ChmnmeJk b elm I A to bnesat th

qtprmla iud a atea" MOW
.am h~ a is t wotbad waspepa

raw c-m Irf=? Fat cat beaker? Fat cat cerpera.11M,otus? Fatcatleinlcas" __ .."-WU
tOermaid hS bes um w iree t Waltr t

Ja a tha be bcam a ulM st by In-
"Ots mis and Indu tt bo"d lm
bin acti s chairmad ft kt -lNMaIn1l Hom DOak-

gC mmitus m im. oi h
is addRIm St Gesas nt ha d ft P"

MUMc sea fhe 1 yeas haS adtte "ht he my
hae to Emae a suiam tla Itlmet wIM th be ie
sad Ilvem Servie becaue be --v-rMe has

Am--

,m

P" p=9KW

D/, l'



FO ruACOUNTABITY

You may htu haI out St mai'has been accue.dr
of some very scrious" gs

According to fth ' wtON, UMW PO T iDter, ad other
rspected* newspapers, "oosmn ISt GOOMai a ue utm~lndla

personal ftmwe by usla hisPubi oidn ep elh Ivsos

Its time to clar the air.

That's why Rhode Islnd Ctizens for A unumay in Government are ascdn
man St G to d In detai his fnatial records ad make avaiable to

the public his tax returms.

Unfortunately, St Germain has reued. And that's bad because the people of Rhode

Island have a right to know if our Conge sman is telln the truth.

We also have a fight to know if St Germain is n to hide somehiN.

In past years, public officials of both political parties have given the public a complete
financial accounting of tM selves.

Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Clanci, Jr.

.7 for Mayor of Providence, and incumbent Mayor, Joseph Paollno, Jr.

If they found this course suitable, why o Congressman St Germain?

Just at a time Rhode Island citizens are dmnng1 our leaden be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one soludow: Con ressman St Germain must come dean by fully
disclosinh his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal pin.

That's why we-Rhode Island Citizens for Accountability in Government-urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives' Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

Sincerely,

Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.

4 PIENW1 - - -
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the public his tax returns.

Unfortunately, St Gernuin has refused. And that's bad because the people of Rhode

Island have a right to know if our C;ongressman is telling the truth.

cWe also have a right to know if St Germain is tria to hide soetMhina.

In past years, public officials of both political parties have given the public a complete
financial accounting of themselves.

Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Clanci, Jr.

> for Mayor of Providence, and incumbent Mayor, Joseph Paollno, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

C There's only one solution: Congressman St Germain must come dean by fully

disclosina his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal pin.

That's why we-Rhode Island Citizens for Accountability In Government-urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the
investigate these serior'
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The people



EXHIIIT C

.. * * 0%,.

Tm , ad j IOURoALo

GOP ma'lig on St Germain
asks disclosure of tax reum r

31 u DAEM3*1
'lu t ep 1MmWd
ith!-miom

Common Caue
for House probe

-a.-- -uUp - ._ ,- o..DeMara 131 iadsf w in whbk It go*- P!e -li 133"-
ii.The mdag mp I delMU i dupW

e.i.. by a mn The MAse b .
mete andmai farhym lb.~ ft 1110L

Usmi MRetwb ImI st Teliee.
aim--. 6 a s W1 3 ig .13 st 43 t D 2he boI m fIil

SA mbnd i hiiThe 113CC ba nat usadsui.w& *hdae 5 u
551mfm M'I" *

mya "Ip by the biIr at h wsW

Th= hedinm the bust mf@§
Owbowem a-- n.a, Uut. Coms'm iS Ow"

Y Mp ad a °b ."
..d~ it ta h 1C ebr

betd 110M maWt.b.N

'* -m id* a*

nismewed Is demand that th

jetoDay li . III.

. th Ima's iimIa eparb la ,ier hatFre WMS5IWU _ 1Rioda Ismad caM- St A& tL, ot m Rep. MOM OW

=1tabty In Gemi." It do' Caf dA oarman d to I:fth
m l mo@* ith id I1.OR em Thenday. ft U, .

Im mmu bot an amnI wmei i Ow
loal GOP awdvbe. ad ea dbe hb" not smld "Ily y;

m1001 mo m o. • IBM fqmOe
them add mutmq~ dlI twoAI blun ME IS

' ha besmi at dsu iMVWY mam became EdOomarl

I
We" cbp~w ItAm UUCo d P~oO d

tw st o wwII.7a so mvb d"byN

id byMSSWs bl-.-'e
13 help We" -. a be rw' om o

(tGoruda acksuoa Wag. W"da. There hm borm

a mlmalr but desaqO Is frme O so" thme pa.
kumack ,e' a pema- --A-i

nohema dom"Ooab tI The pawl ino~
im oefi dicuse Ms ~a nd tu in ruidI

seisal abode sadpein AS FMR Tm MADIG

PM -10

yape
wow.

-- 

v

4...

,#~ *1

0 4

AO%.:

renews demand
co-- m an

.j. iui°.mIm mm
f ingr;u. W-..

s o ,m-- 5.No- S
d@m'f' 1ReAlmm
"rm Je-. A. _A k ,

mlI5p6*dw the adn a

ha d nd miinb&

MC.W C: . "nw be ._ m be

.wIaRdo id Mli.

Ibe noTe Usm

ftso bw*63a~ 1C

Va% do TV me 
" 

° ""VOd r el dole I or It

her. ve mid tha . we

.i3.gta i I = arlm w -

A !! f __ a
dae(as me&h a $1 la~

Jiam IN ad=b ID the 81W

5720W Emt for aid the mdoma
Oepu--&.m Party m son the

=e. #4 mlt

.o

/

a •

Il.

•8. .

I.-

-.

• o ,..,I

• ,.i'

S's , .

i. . •

~.*h~* ~

Si,



EXHIBIT D

tGOP Commissions Poll to Learn
If Holmes C
- W16 I iE

mm dnuus Je A. n Jr.
Ibu a &Mfm ma o* #%r-u
aa binMiP

I~kI ug l valno W

U..~ Makieg -us~ of wc
2Va MR saud byNOWr

off.. - . WJA&7TY'

3n Unseat St
fllm~lt "on 010m w l Ii

d~m *an roid" as,

- V ' b halv

dbs ba 3Mim 1"immto -ou sayd 00 8
M"wI " inhZ. saw m

Sa onsma hi~gA
am- of fb Dow"'S W&k

Germain
Ufts am in
-WM$S -aaIlmlmm~

MI& " im m h
vip a "g mw w dMM

-h M Gv.IN-&AD
Up i 0. ban w

ad~m RASaw Do"" b

f -n jb~ if MW at?.

GOP head Holmes
flnances poll on
race vs. St Gern aifn
nOVJT. (AP) - Thb be Natii Cm

winl py for a 1pui to 0WMi if GOP nuSdimu J"A

wonin Jr. b"s a c m et Ih 1 " . S, It rumu

rustti , (c~ am, aM to
onfeW d D Racai bithi .P Of MIA, "IL, "& B

Do by WJARi mV' C ' _

be1,1,1M apm witb WSpb h

0l Ot o iwith ft o

"/a 10T mmd we It 0* -" W m

rude. ~~ ~ 4 dMI kno I"tn ~ts m
tis do wuwwty. HOD i ' mptde ad

rt lnit I tlive In..I

mhat fo~a Ir~w~~U~VSW~M atce

Ma mr a -iiam d nw A

MWu GOP doirm= n ift JS uiIL a oefnawM WDO
dM MM of a* DwwTat awr
HImP us bp- thkI - 1eMWN wn €r WiW A r . iptb
chT~ wM.. 3~Hle a wcm aeacgultfw

wit as u ~

C~~~ a- utl pwui. m ae kmnc pai Cow. Edwwd D.

Di1~piu w O wap= sw cnsm toy hins am AppobI'
infeYVTople frM his ham city of CralmP.

sa n id DPt b ge u a job dm mid "

w,,at its all abogt.

L
1%

(.

t.

• A

gl,



EXHIBIT E

GOP chief Holmes says
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TV ad takes aim at St Germain

ONDOWS hav adieum.
Mh e sad wap, prupw ad

I-F.-

pROVM CK (UPI) - The Naonal Repun a
cegreloa_ ulme ha strted playingnarubl

Trhe ennite bas produaed 4eend television
mera iA g the Frst Ditrict Demorat

diseloe is ieme tx ewu. St German has been
the target of a groING o corvewsi vr i financial

ad w accumulated some of his

Two of the thre tdesion staions In Rhode Iland

ine a Repehllen nudidaft State GOP Chairman
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ael 12, saId the will air. niay St GNmA S

Ibfvio 8 MsU cda and ada him to "Come
cen.- Th ad ends with a pWtre of a IM tx fom

andaksthe ceresa to '1eW the truth."
WLNE, Channel 6, has refused to broadcast the

StGermain issued a statement Monday condemninf
the mmer

"Let's have a disclsure of how this ad was prepared
and pid frStGermain said. "Where did the mosey
rely come from? Fat cat bankers? Fat cat corpora
tiems? Fat cat Republicans?"

StGermain has been under fire since the Wail Street
Journal reported that he became a millionaire by In-
vesting with firms and Individuals that benefited from
his actios as chairman of the infuenti House Bank-
ing Committee.

in addition, St Germain, who has held the First
DiMtct seat for 24 years, has admitted that he may
have to make a substantial settlement with the Inter-
sal Revenue Service because the government has
disalowed some of his tax shelter investments.
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EXHIBIT B
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te911 us the truth, C~'~c
4..
'V ~

The members of Rhode Island
Citizen 'for, Accou bility in
Governmnti,  j-a non-partisan group-want
to, knowt truth about the financial
cha made against Congressman

St Germain.

Only you, Congressman,
record straight.

can set the
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*RHODE ISLAD j, ,TZENS
FOR AcuTfLT

* Dear Taxpayer: G V R M N
You may have heard that our Congressman, Fernand St Germain, has been accused,

of some very serious charges.

According to the Wall Strmt journal, 7b# ProvWdre Journa Bulletin, and other
respected newspapers, Congressman St Germain has amassed a multlmlllion dollar
personal fortune by using his public position to help wealthy investors.

It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode

Island have a right to know if our Congressman is telling the truth.

We also have a risht to know if St Germain is trying to hide something.

In past years, public officials of both political parties have given the public a complete
financial accounting of themselves.

_Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Cianci, Jr.

for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanding our leaders be honest and above
C reproach, we cannot afford to have this dark cloud hanging over our heads.

NO There's onl" one solution: Congressman St Germain must come clean by fully

cc disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

That's why we-Rhode Island Citizens for Accountability in Government-urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives' Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

Sincerely,

Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.
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GENER~AL f~~~

1110Vra!~v~u.N.Y. a Wewwvw.uimoen D.C. M~W OP) gg7.93015 0[CtS ,o,,,,,.,.m=

December 23i ,1985

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, the
name and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie
1110 Vermont Avenue, N.W.
Suite 1200
Washington, D.C. 20005

(202) 887-9030.

Thank you for your attention to this matter.

Ver truly yours,

bert . Bauer

RFB/lff

Tuuax: 44-0277 Pcso Ui * FAcSlmz (GPn,n m): (202) 223-2088
OTHER Ous: ANCOAGe, ALAwA BELmEvm, WsmNG'T a PON, O(Rwom a SEArLE, WmHNTO
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Statement of Reasons Page 16
NOR 2116

political expression to asure [the] unfettered interchange of ideas."
Buckley v. Valeo,, 424,, U.S. 1, 14 (1986). Political parties engage in
precisely this type of political expression and, in fact, exist for this
very political purpose. Not only do the parties promote candidates,
but they also debate the positions and qualifications of officeholders,
sponsor policy discussions, engage in party-building activity, and release
issue-oriented mailings to the public on topics of government and
governance. Speaking on all these issues is fundamental to the party
system.

The Supreme Court has stated that the Commission cannot
constitutionally regulate the discussion of all public issues even if the
discussion "draws in candidates and their positions, their voting records
and other official conduct." Buckley at 42 n.50 (emphasis added).
Although the discussion of issues "naturally and inexorably... .exert(s)
some influence on voting at elections" the Commission may only regulate

o those communication which, at a minimum, contain an electioneering
message urging the public to vote for a particular candidate or party.
Id. Limiting a party's issue-oriented speech conflicts with the decisional
law that clearly divides the regulated advocacy of campaigns and elections
from the free discussion of issues, officeholders, their conduct and
their votes. B uckley at 42-45; Central Long Island Tax Reform
Immediately Committee v. FEC, ("1CLITRIM"1) 616 F.2d 45, 53 (2nd.
Cir. 1980).

The Commission requires a clearly identified candidate and
an electioneering message to avoid allocating a party's issue-oriented
speech as a coordinated expenditure. Based on Commission precedent,
we reviewed the text of this mailer and found no electioneering message
in this case. The mailing merely discussed the ethics of an officeholder
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which is the right of any citizen, political party or lobbying group.
This mailing clearly does not "urge" any election -related action. In
fact, it explicitly directs readers away from the election process by
saying the "only" actions are signing the enclosed petition and demanding
the disclosure of St Germain's tax returns.

The General Counsel's recommendation to allocate this
expenditure ignored the wording of the mailer, misread Commission
precedent and relied on irrelevant facts and imputed motivations. This
is not "in fidelity" to the established objective approach in finding

K. electioneering messages. Accordingly, Commission precedent has not
Nr been "slighted" by our votes in this case but has, in fact, been "kept
CD in order."

XThomas J. J1osefiak ee Mt
Commissioner Comsine

C)
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Text of NRCC Mailer:
RHODE ISLAND CITIZENS FOR ACCOUNTABILITY IN GOVERNMENT

Dear Taxpayer:

You may have heard that our Congressman, Fernand St Germain, has
been accused of some very serious charges.

According to the Wall Street Journal, The Providence Journal Bulletin,
and other respected newspapers, Congressman St Germain has amassed a
multimilliorn dollar personal fortune by using his public position to help
wealthy investors.

It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are
asking Congressman St Germain to disclose in detail his financial records

cc and make available to the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the
people of Rhode Island have a right to know if our Congressman is telling

0 the truth.

N ~We also have a right to know if St Germain is trying to hide sometig

In past years, public officials of both political parties have given the
V public a complete financial accounting of themselves.

C. Some who come quickly to mind are Richard Israel when running for
Attorney General, John Hawkins for U.S. Senate, Joseph Garrahy for
Governor, Vincent Cianci, Jr. for Mayor of Providence, and incumbent Mayor
Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanging our leaders be
honest and above reproach, we cannot afford to have this dark cloud hanging
over our heads.

There's only one solution: Congressman St Germain must come clean by
fully disclosing his taxes and finances. To do otherwise would bring an
end to our efforts to rid our government of corruption and those who seek
personal gain.
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That's why we--Rhode Island Citizens for Accountability in
Government-- urge you and other members of your household to sign the
attached petition and mail it to us immediately.

The petition asks the U.S. House of Representatives' Ethics Committee
to officially investigate these serious charges and furhter demands that St
Germain publicly disclose his taxes and finances.

The people of Rhode Island deserve to know the truth. The time for
answers is now.

Sincerely,

0' Sandra Winslow
Chairperson

P.S. Please sign the petition and mail immediately.

To: Honorable Julian Dixon, Chairman

N I (we), the undersigned, urge the Ethics Committee of the House of
Representatives to conduct an official investigation into the accusations against
Congressman St Germain and further ask that Mr. St Germain's tax and
finance records be fully disclosed. Thank you.
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Relevant Portions of AO 1985-14

DCCC is registered with the Commission as a party-related, multi-
candidate political committee.... You state that DCCC plans to initiate a program
involving criticism of the records of individual Republican members of the
House of Representatives and of the activities of Republican Members of
Congress as a class.

You add that DCCC's program will have "the clear purpose of influencing
voter perceptions of these candidates with a view toward weakening their
positiorns as candidates for re-election in 1986."It... These communications will
include television and radio broadcasts, newspaper and other print
advertising, and direct mail brochures....

"Pliers and Toilet Seats"
(Script for Radio/TV Ad)

ccBackground: Loud laughter and applause

Voice No. 1: What's going on? What's so funny?

Voice No. 2: (laughing intermittently): Oh, that's the President getting
a good laugh from the crowd in Washington, the Republicans in Congress.
He says we should take care of the farm crisis by keeping the grain (begins

C) to burst into uncontrolled laughter)--and exporting the farmers!!!

Voice No. 1: (with anger): That's not funny at all; this farm crisis
is real and endangering the very existence of family farms. People are
really suffering.

C Voice No. 1: Who cares? The Republicans sure don't. So just join
the crowd and have a good laugh.

Announcer: But it is not a laughing matter. The President and his
Republican supporters in Congress are enjoying this joke at the expense of
the American farmer--but the last laugh is on you and on your children.
And while the Republicans are breaking every election-year promise they
ever made to the American farmer, they just look on and smile when multi-
billion dollar defense contractors charge you--the taxpayer--$ for a
pair of pliers and $ for a toilet seat. That's the real joke.

(Pause)
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Announce~r: Let your Republican Congressman know that you don't
think this is funny.

(Or, in some ads: Let the Republicans in Congress know what you
think about their sense of humor.)

[In some scripts, the text closes with "Vote Democratic"]

'Crumbling Foundation"

(Script for Radio/TV Ad)

Sound: A crumbling, cracking sound of something "giving away."

Announcer (with sound in background): You read the newspaper
nowadays and what do you find: stories about collapsing banks, people in a
panic over the loss of their savings, federal and state government coming
up with rescue plans and bailouts.

(Sound in background get louder)

Announcer: It all sounds too familiar, like 1932, but it's not then.
It's now. And it's real.

(Sound in background increases in volume)

Announcer: The President and his Republican allies in Congress are all
smiles, they tell us not to worry. But under their leadership, the budget
deficit grows to monstrous proportions, Wall Street is nervous, the dollar

C begins to show signs of weakness.

(Sound comes to fore, very loud and then replaced by a moment of silence)

Announcer: We've seen all this before: let's make sure it doesn't happen
again. Let your Republican Congressman (or in some ads, the Republicans
in Congress) know that their irresponsible management of the nation's economy
must end--before it's too late.

[In some scripts, test closes with "Vote Democratic"]
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(Text of) SAMPLER MAILER

Wave of the Future?

The wave of the future could be an oil spill if Cong. X has his way!

List of X's contributions from oil industry

Don't be fooled by Republican rhetoric. Save our coastal environment.

Let Congressman X know how you feel.

[In some scripts, the text closes with " Vote- Democratic". I

Both the "Pliers and Toilet Seats" and the "Crumbling Foundation" scripts
Lfl offer two alternative taglines: one referring to "your Republican Congressman"

and one referring to "the Republicans in Congress." You further state that
some scripts will also close with a "Vote Democratic" statement. The Commission
concludes that DCCC's expenditures for its proposed radio and television
advertisements (with scripts as set forth in this opinion) that use the tagline,

0 "1 the Republicans in Congress," either with or without the "Vote Democratic"
statement (or other electioneering message), will not be subject to the Act's
limitations. In addition, the Commission concludes that DCCC's expenditures
for its proposed advertisements that use the tagline, "your Republican
Congressman,"? without the "Vote Democratic" statement, will also not be subject
to the Act's imit-ations. Instead DCCC may report these expenditures as
operating expenditures. See 11 CFR 104.3(b). These conclusions also apply

C where the advertisements are directed to only selected congressional districts.

With respect to DCCC expenditures for the proposed radio and television
advertisements that use the tagline, "your Republican Congressman," together
with the "Vote Democratic" statement, the Commission considered alternative
responses but on a tie vote was unable to agree whether such expenditures
would or would not be subject to the Act's limitations and attributable pursuant
to 11 CFR 106.1. See 11 CFR 112.4(a).

With regard to DCCC's proposed sample mailer, the Commission assumes
that its references to "Cong. X"1 indicate that a specific congressman will be
identified by name. The Commission also assumes that the mailer"s dissemi-
nation may include part of all of the district represented by the identified
congressman. The Commission concludes that DCCC's expenditures for
producing and disseminating the mailer either with or without the "Vote
Democratic" statement will be subject to the Act's limitations and attributable
pursuant to 11 CFR 106.1.
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Making a Fortune
a Private Investor,

House Banking Chief
Has Grown Very Rich
Rep. St Cermain Has Had

Lots of Help From Those
He Ha!, Aided Officially

The Summer lie in Newport
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And Tir CAnniaum

"'m here to repreumnt Mr. Wn Mrs.
COsMIMr. 4ik# MV mother Oand. &-
R Fermaxd St Germain. in an low.r

WASHINGTON - While Raleigh
Grebhes- Florida savings anid loan asso-
Ciation was Seeking federal permision to
1as401tock In IM. Rep. Fernand St Ger.
mains top aide was repeatedly Phoning
regamors to Check an the progress of the
aplication. When the Sale was apprved.
th. @gressfmn bought more than $is.=

e newly issued stock.
.ihi the private financial life of Rep.

St Germain 1he doesn't use the conven-
0011pL,period in his
last'ikme. who is
chairman of the
HoulbankingCom-
mittee and selffproa
:l9jd champion of
consumers and corn-\'~ '~
mofalolk like his
woring'class par-

quel. durmJghs
years in iLhe Houe
t:le Rhode Island
Democrat has be- .

om a millionaire. FradS ena
An examination ofFendStCmu
'us private investments shows that in ac.-
juiring his fortune, the congressma ha
Uad lots of investment help from people
anid Institutions that have benefited from
uas Official actions.

As House banking chairman. ie ST.
ear-old Mr. St Germnain is imong
ong1ress'S most powerful lawmakers. He

)misdes with unusually strong authority
iver a committee that routinely handles
nultlbillan-dollar matters that shape the
iatin's f.Wstchanging financial sysem. He
Ulso IS A ifore to be reckoned with at fed-

fbanlking agencies. And as his power
:rown. so has his wealth. IThe Inter.

iai Revenue Service as investigating what
tterms -abusive- tax shelters into which

he conrimsman put StO.o00 of njs ne
or 405.t )0 n !: .4

:ee y on :aze ,.
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Close to the Vest
Mr. St Germain insists he has steered

clear of ethical problems 1t have invested
in diverse areas along with friends and
business associates. 'he says. "At all
times. I have been scrupulous to avoid con-
flicts. "The congressman -who once
boasted that his cards aren't close to itis
vest, "they re uirinted oni my chest -

won't discuss many details of his personal
holdings.

The analysis of his finances has been
pieced together from his sometimes-incom
plete financial-disc loure forms, from in-
terviews, and fromn public records on file
at the Securities and Exchange Commis-
san in Washington and in more than a
dozen state and county offices in Rhode is-
land. Florida. Texas. New York and MaMy
land. It includes these findings:

- Mr. Green. the founder and chair-
man of Florida Federal Savings & Loan in
St. Petersburg. FlL. arranged for Mr. St
Germin to be included in several poten-
tially lucratve real-Mtate invesUnens ant
Florida. Meanwhile. Mr. St Germain's
chief of staff contacted the federal Home
Loau Bank Board on matters concerning
Florida Federal.

Mr. Greene says he never asked Mr. St
Germain to intervene on his behalf at fed-
eral agencies. He confirms that he invited
the congressman into three land-ownership
deals. which weren't offered to the public.
"It's like anything else." Mr. Green says.
"You sat down with your buddies and say.
'Do you want a?' And you either say yea
or nay."

-The foundation of Mr. St Germain's
wealth. five International, House of Pan-
cakes restaurants, was bought with S1.3
million in mortgages from Rhode Island
lending wMWaiios that put up nearly 100.@
of the purichase price and assumed most of
the nsk. One lender then publicly praised
Mr. St Genninfs legislative help.

-Rep. St Germain is still reaping
profits from earlier. publicized real-estate
investments arrnged by a Rhode Island
developer. Roland Ferland. who himself
profited from federally subsidized housing
developments that the congressman helped
obtain for the state.
Blue-Coilar Constituents

The congressman still seeks to appeal
to blue-collar constituents in his industrial
hometown of Woonsoket. At a hearing last
year. for example. he pounced on a witness
who argued that a certain proposal was fa-
v~ted by a banker in Newport. part of Mr.
St Germin's district. "Newport!" he sput-
tered. 'That's where the millionaires have
their manis."

But Mr. St Germain has becomne a Mew-
port millionaire himlf. golfing there dur.
ing the summer at country clubs. staying
thefe at his recently ac"Uire sO.OOS cor-
daminlum nam the Waterfront and drop
ping in at celebrity tenis matches and Ant
America's Cup Yacht christening. New-
ports Republican Mayor Patrick Kirby
marvels at the social blossoming of 'the
new Freddy'~

In winter. 'Me conrePssman has jetted
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fot which 1oboytIng arl *!.f.i*
picked UP the tab. '.o sV 3..!r
!uerto Rico. Boca RatTR Pia: :

Head. S C. Ht spend$se # '.~
tear at 4is S138.900 cona.'
blry high rnse building :n St p.':~
In&.

His holdings last yea? .4&4 -s. -

pants valued Vt 11 3 mi.:- .rf.
4f Stocks. real es: :e a-' :a:
)"oney-market M..l'ItaL a-
If between S325.017 and S9,
Cently bought .wo more F'or:ci.

,Usas rental properties. a tpl:-.
qear Punta Gorda for LN9 Y. I-
resort property in Titusv.'ie 1:v' $4

Mr. St Germnain dzdr' , !--
.wealth. his father was a !ore-' i.
'plant. A lawyer. Ne did? '. -

iakXe his fortune :n Mhe e'-.
igas. after his congress~cnai a
'rlased to 030.000 a year !r:rr =$
tjd a newpaper interviewer tia: !re-
herS of Congress would never get *':-.C
eflce. "Whatever you max a YOU "e g:. 1
to spend.' he said then

,But as he climbed r~e se:-
jo become Banking Cornrr-ee :ra:rr-:-
Ii 1981. his resulting power over . e n-,
j~lrruking. insurance. brokerage a-:
etntstruction industries ex-andem.. and
Ifid his wealth. An estimate of his ne-
porth at thet end of last year is between S:
million and 0.6 Million. not count:nff a
lame in Woanisocket and a cona:rr.r
veidence to Wasiteton. D.C.

Most recently. he has plun ged in ,c F',
3da real-estate investments With the me:,'-
Mr. Greene. Starting in Decemrber--
Mr, St Germnain. Mr. Greene and 07ft-s
bought unimproved land around A.2" -

Fla.. near Gai nesvillet. with the idea ~
,dividing it for sale as ?iome sites. -

man s name appears on deed or mco- z::
kecords. however. because !he pr
was made nhrough a tr.st. as ;e"rn *:
Florida !aw In his anni-al !:r.%nc:a.
sures, mr St Gerrain * a:es .n -

ment in ,, 'e 4Cac' 'a lea. a: #~.

DO and %5.) Sir G~'P
he is a co-irveStor w;'.n -.e :-;

Ir'A n.
About *:98. or befo!-W %I *~- - -

has omitted the purchase 2ve 1,-- 5
itancial disclosurts- the conritess7:^
quired an interest wh~c.41 ne va:,.es -:' -

tween 5,3001 and S51W0. in a T'arr;: F
parking lot that is a!so ou-ed
trust, NIr. Greene sa) s 4. scrrne s
partners and Mtr St Gernta:' L."e
tars.

In 10Z Messrs .,reene ina S: 3e,
1clned with others to buy, :r I. -:-
anonymous trust. 160 acres of 'a rT a ~-
the path of devetoprient: ibc..: e s
north of Tampa lnternatonal A
LAnd records show the trustee paid :I,(
51?T million. The congressman s Ts'
SUMe say he paid between S15.001 irt
00 for his interest, and Sa~s
;roduced income of between S3.V' ::
to0. Mr Greene says e Wv-C's-
*ansac'aons to be p~f:t~ e .

-oM"g ;ari 'e~ ~.
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The tot-tunies of Mr. Greene s savings
assocation depend in large Part On 'eV.SIa-
taon that pasws through Mr. St Germain s
tommittee. Furthermore, the congress.
man S elite! of staff at the Committee. Paul
Netson. has repeatedly contacted federal
r' -itors concerning Fiendt Federal's
i .ations.In 1910. when Florida Flederail WaS ap-
jilying !0 convert itself from a dagmior-
OW~ed mutual asMoiatio tea ASe" ceW
ration. Wr Nelson called top beard offi-
-'ais several times asking about the con-
iersion plan. Through a pres spokesman.

Mr. Nelson denies any intent to bring pre-
sure on the agency. Saying '4thms were
sImply calls about thoefls t'v'*d~ o

than that."
Some board officials saw these calls as

at none-too-subtle prodding, however..When the chairman of thle House Banking
Committee makes the inquiry and is inter.
eSted. you know he's not interested in hav-
ig the thing turned dow.' says a former

senior attorney at the agency.
That wasn't the first Such contact. A

bank-board official. now retired, recalls
that he became "abool110utely livid'" when a
St Germain aide called him to complain
that %fr, Greene s son. Raleigh Greene Ill.
wW was then Flonda Federal's outside
Counsel, had been treated rudely by the
bf.p.board staff. Actually, the official
says. "'We treated him with Complete cour-

t but we didn't give hin what he

4ore recently, according to an attorney
StIT employed at the agency, Mr. St Ge--
mAin was "creating heat-' on the agenicy's
5 0 ast summer to complete A review of
at. -.iplication by Flonida Federal to ac-
qal~e First Mutual Savings 4 Loan ASSoctat ion of Pensacola. Fla. The bank board
w~nsisting on several conditions, and the
S&L eventuallv droooed the merger olan.

,aeBankirg Committee chairman's ro-
Catl~rsip with Mr. Greee was well-known

ard the bank board. a former board
m~ter Says. "I knew that Raleigh and
Freddy were good friends:- he says. 1f I
wtNfld to lobby Freddy. I would talk to
Raleigh .'

dut this same former board member
exP'esses astonishment when told that the
t;Ao men were business partners and that
tre conressman had bought Stock in Flor-
ida Federal shortly after the board cleared
its sale. Mr. St Ger-main bought bletween
$15.001 and M50.000 of the stock in mid-IU..,
but he omitted disclosure of the stocl pur,
chase when he filed his next annual finan'
cial return in May 1164. LAst year. after
being questioned by this newSpaper about
omissions on his disclosure form, the
Chairinkn filed an amended report that
showed for the first time that helaeld com-
mon stock in the S&L

fFederal law makes it a civil violation.
punishable by a fine of up to £5.000. for a
congressman to "*knowngly And nilfully'
fAil to report required information. in Sen.-
o0'- ases. It can bew a felony punishable by
L five Years in jail and a 110.=0 fine
fet acongressman to make "false or frau-
dulent statements"* on his disclosure
forms.)

Sir Gree-e say-s he didn't iscuss the
s~c ^- ur,_ia~se *in .e :.onCrs5-"an )r
aA 1:I :o .n:er:eoje wit-1 'eg-.acors. Mr.
St Germain declined o'eouests to ip into.

Son after this newspaper begs ITA
the congressman s press spokesm
the Florida Federal connection.
Ger-main sold the stock. He disclosed the
Sale in an unusual footnote to his latest dis.
closure report. -The acquisition was in.
tended to be temporary." he said. -My en-
tire interest in the Isavingsi association
was sold on May 2. 1965.'' That was
nearly two years after he bought the stock.
and he probably lost money If he bought
the shares at the initial offering price of
10 a share. It closed at S18-73 the day he
saiys he sold it.

By the time he became Mr Greene's
business associate. Rep. St Ger-main was
already comfortably fixed, thanks largely
to an investment made in 1972. after he be.
came chairman of the Subcommittee on
Bank Supervision. Using mnoney borrowed
from Rhode Island 'ending institutonS, in.
cluding federally regulated banks. he
quietly purchased five restaurant buildings
from International Industries Inc. Of 3ev'
erly Hills. Calif.. franchiser of the Intents-
tional House Of Pancakes chain.

His ownership of the restaurans for
years was hidden from the public, and he
disclosed the bare outlines of it in 1178 only
when required by the new Ethic$ in Gov-

eminent Act. That disclosure didn't tell the
whole story but Common Cause. the self-
styled citizens' group. said, then that his
large bank loans posed a potential conflict
of interest. And his Republican congre-
sional opponent. John J. Slocum. charged:
-Here's a man who's been in Congress for

the past IS years. living off a congressionall
salary, maintaining two homes, traveling
back and forth between his offices, and
suddenly. lo and behold, at year's end 11??
he s got all the assets he has."

Rhode Island voters returned Mr. St
Germain to office handily. but what they
didn't know is that he got the loans without
putting up much of a down payment. The
new ethics law didn't require such infor-
mation. and the congressman didnt volun-
teer it.

For example. deed and morgage rec-
ords show that the Rhode Island Hospital
Trust. a national bank, based in Provi-
dence. lent him SUM50 more than the S2M.'
SW purchasie price of a restaurant he
bought in the Bronx borough of New York
City. Similarly, records show that Indus-
trial National Bank mnow Fleet National
Bank)I of Providence. lent him a net total
of Slo. more than the combined purchase
prices of two restaurants he bought within
four days of each other, one in Providence
and the other in nearby Cranston. ft.I.

Not long after, according to newspaper
accounts at t~e time. Old Stone Savrings
Bank. which held a mortgg loan o1 p3.-
SM0 on the congressman's restaurant in
Richardson. Texas. printed Mr. St Ger-
main's picture in the pre-election Issue of
its shareholders' newsletter In 1978 with a
Story praising him for legislation. The
headline: "Old Stone wins congressinal
support in opposing reserve bell.-wolluld
have reduced Old Stone earnings.'

Mr. St Germain says he didn't do any
special favors for his lenders. He says his

'TIII
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no-moneydOwn financing was justified be-
cause tie mortgages wore secured bomt by
the property and by leases executed by the
tenants. giving the lenders assurances of
adequate cash flow to cover the pay-
Monts.

3ut lenders seem w save assmed the
major risk. They lent the congressman a
total of 11.3 Million at a time when his con-
gressional salary was S42.5116. The mort.
gages didn t make Mr. St Germain person-
ally liable for payments had any of the
restaurant operators failed.

Thiough the congrmsman's risk was
small, his profits have been substantial.
Total gross rents amounted to S165.000 in
'98. the only time Mr. SL Germain volun-
teered the exact amount. They have al-
most certainly escalated since because
they are based on a percentage of the ton-
anus Sales. Mteanwhile. inflatio sent the
property values soarng. Las Dec. 31. the
congressman sold his Providence. L. -
restaurant for $470.000. a nearly W0% gain.
over the purchase price. Offi"a tax as.
sessnienti of the remaining four restau-
rants indicate their values have risen at
roughly the sames rate. Land records indi-
cate that Mr. St Germain probably cleared
about $400.000 ont the sale of the Provi-
dence restaurant.

The lending institutions that made all
this possible wont comment on the trans-
actions. "We don't discuss or give out any
information about private indfividuals'
says a spokesman for Fleet Natioinal Bank.
which made two of the mortgage loans.

Mr. St Germain insists the loans were
made "on market terms" and adds. "All
the terms have been met. The loans were
clearly gooid business for the financial in
stiltians7"

Mr. St Germain was Introduced to vis
estate investing as early as iPI by his
longtime friend. poitWicalfund-raiser and
fellow Woonsocket native Rolard Ferlan.
While fth congreiuam used his growing
political leverage on the banking commit-
tee and with federal agencies to help ob-
tain federaily subsidized housing projects
for Rhode Island. Mr. tertand became one
of the states biggest developers va opera-

tors of those projects. in the early Wats.
Mr. St Germnain asked to be allowed to in-
vest in some of Mr. Ferlands unsubsidized
luxury- apartment developments. A said.
'Itf something comes along. I hop you I1
consider me.'" *theo congressman recalls.
Partnership records show he eventually
put up an initial $12.50 to buy a 1511, inter-
est in two of Mr. Ferlands developments.
and a 2V@. interest in a third. The reords
show he was the only investor outside the
Ferland family.

The Ferland transactions pid Ihancl
Some returns. Mr. St Germain. in his latest
financial disclosures, reports selling a part
interest in one Ferliand partnership for be
tween J100.000 and CO.0O0 in !160 and re-
ports receiving between 5.1.00 and 1100.-

00as a "cash dIstibution" from another
during 133 and 1164. His recent dsc*
sme do not mention the third parmneship.
although land reords show it was sellig
units as condominiums during 11163.

Mr. Ferland. who was treasurer of Rep.
St Germains first congrenal cam
pagn..is a founder and behndthe !sCInS
power of the political-actimin comitee of
the National Association of Home Suilders.
The PAC donated to Rep. St Germains
lightly contested 1964 reelectlon Campaign.
helping to swell his current campaign war
chest to U5650. one of the bigges of any
Hous member. The congressman recently
announced he will seek reelection1 again
next year.

Mr. St Germasin says he sees no ethical
problem with his investments in the Fer-
land developments because the develop,
menit he owns don t receive direct federal
subsidies. -I'e always paid my share." he
says. -.No special considerations.*

indeed, the congressman maintamns that
he taoe extra care to avoid being influ-
enced by moneye Interest. He says he no
longer accepts speaking fees for appearing
at financial-Industry gatherigs(though
the hosts Still pay his expemnsesOYou can
beg veryindependent when you don't take
honorariums.- he says. A think that we
(In Congresalshould be able to swvev on
what we get.'
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M&S Tax shelters used by St Germain 'aIbive
Tho was ftn&W e miserable failures. In all. 46 POUIRmhipa p00mot.

3.Wlsed khperissionhofeMWAkR atqw aL edy Swantonfom 1977 and1984 ind onIY1 at
CePsM ISM5 Dew Joao & Co. AN Sighs relyed the coal they had Originally projected and repad the

WASIW4GTON - While othe Democrats prmciiad limited parnsip only aoMtw WO etO Of OKA dollar
tax reform. Wep Fernaspi 3 St Germaia was investing tn they put in.
00m0 legally dubious 4 shelters. The four tax shelters, in which the copumia put

TWe House 1biking Committee chairman cut his his money didn't fare any betner than the others.
falw income taxes by putting money into shelters Swanton's SEC filings, coupled with its amndial

41eia w. te..ffs of more than S400.000 for a cash placement memorandums. show that the four partner-
IOVUUDicul 09 6912 n Or I= m hslgatlity of the shipe in which be was included onanad only 1.6% of the
shelters - which were set uii owamby to muse coal 9 floriginailly projected. One was discont~nued and
Is Kentucky - is currently bagchasamgedb h he others were "adelayed' by uadwvrm market

LPInternal Revenue Swrvce. eanditious." according to Swanton's disclosure stLUl
Mr. St Germain won't disclose his returns, so it isn't me16t. Th. limited partners were paid back an avezage

known what axes he actually PAid if Any. kut from Of Only 0.6 cent for every dollar they put in.
Dec. 29. 1978, to March 31. 1962. he poured teas of T1he IMS is currently contending that the pertanr.
thousands of dollars ilb a mirles; of limited partner. ships were Just a mesa to milk the tax systm. sot
;hips that. according to coalldential private placement boea fide buimssu ventures. Swalton dsclose is A
memrn5ldiums that the promoter circulated to pole.. public filin that the IRS. after a year-boag investiga.
tial investors, promised quick tax deduction of be. dos. tOld the company on April 15 that it believe
twee $3.01 and $3.60. for every 31 paid in. Swanton's coal partnerships violated Section 6S00 Of

PThese tax shelr - Darnell Associates. Lighthouse the tax code. That section forbids promnotlon of
Hill Associates. ARG40 Associates and Trinity Associ. 'ahWv" tax shelters, defined As pkrtarshp that

C; At"s were Put together by A macunties firm in New 0"si tax benef its by means of fraud or gross
York. ParWrship rewr on file in various county GIVestatement of the value of property ofrices.
gortoue in New York Ntat show that Rtep. St Swanton denies the allegation. "It is Swain's
GermAin put up no more thand $120.000 cash, ua podtle that It has not violated Sectlos 670 to may
parbapsa as little as $105.000 pius a M15000. non Imner." the company says an an SEC filing. VA RaP.

Intres berin1IU. ftr thds cash, or cash and paper. St Germain could possibly face a demand from te IMS
the promoter's privatemplacement memorandums for payment of beck taxes and interest. Swanton says
promised wite-off s totaling 5405.344 during the first the limited parterships in its coal programs are likely
two years of each partnersiup, to be audited because of the IRS's contention that they

1f the congressman was in the 50 percent tax were abusive.
bracket In each Of the flve years in question. he would Mr. St Germain won't discuss these partnerships
have reduced his federal income taxes by a tota of excep to say an a letter that they "were for a twofold
W22.672. That would have left him $62.672 ahad on purpoee. They proide what could be a tax shelter. And

the deal before the first lump of coal was sold. they were purchawd during the period when experts
As at happened, the partnerships were far more felt that coal certainly was a Lood invemnt for a

successful at mining the U.S. Treasry than they were return In the future."
isnuwning coal. The promotor. Swanton Corp. of New Yet the partnerships warned. an their cotifideathd
York City. earlier this year filed for protection from placement memorandum, that the promoter had minied
cn~ors under Chapter I1I of the bankruptcy law. only "Minimal' amounts of coal in the post And was of-
Emrbe. Swanton filed an euenmve disclosure utste. feting tax wite-offs based on legal poitiofli that the
meat at the Secyrities and Exchange Comm~on in courts hadn't tested and with which the IRS "Im ML-
Washinpa abo*ing that its coal-mzning ventures had apree."
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Mr. St rrnalin pn uh eu.i
Rep. Fernand J. St Causiin's Sub-

Stantial accumulation of wealt dur-Ing 13 temIn Cong m Is In thenews Again. A tantalizing political
topic locally for years, the matter
reached a national forum this Weekwith a Wed Strut Journa artice
(reprinted yesterday in these newaps-peru) on the eftgresman's growing
affluence In tandem with his ascen-

'%dancy in the U.S. Howse. Mr. St
tGermain. chairman of the powerful
IHouse Banking Committee, reacted

wby rejecting any Hak betwee that
Potion and his persona fortune -.And by complalning the latter was far

overestimated. On
lemo. he can

~,.5s 5B v %v

this final point, at
Ugtly end all

Mr. St Germain has announe forreeletidon In I 9W. All he needs to doIs what a number of other major
Rhode IWand polltIcal candidates
have done In Past years: publicize hisincome-tax returns and net- worthstatements. Although such informa-
tion is properly confldentiaj for aver.age citizens, Its disclosure by public
offce-seekers is hardly unwarraned.
This is partcularly true In the case of
aoffial whose private income has

lal VII aU
been the subject of repeated question.

Even without having Aroused this
kind of cuuiosity that bas marked Mr.
St Germain's personal finances, 'ar-
laM candidates of both political par.
tur have voluntarIly given the public
a complete financial accounting Of
themselves. Some wtho come quickly
to mind include Richard J. Israel
when running for attorney general.
John Hawkins for U.S. Senate. J.
Joseph Garroly tor governor and
Vincent A. Clanci Jr. for mayor of
Providence. as well as the Incumbent
mayor. Joseph R. Peolino Jr. If they
found this corse suitable, why not
Mr. St Germain?

So far, the First District congreu-
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water.
gate law demands only that congress.
men repot their finances within
broad categories: exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Str Jow'oaJA then the
congressman ought to furnish his
Income-tax return and net-worth
statement for a more accurate read-
img. Other candidates have adopted
'his as a good practice. It would seem
specially appropriate for someone in
tr. St Germain's situatioc.
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And Mr. St Germat in
, JT HE HOUSE thm OMnMtt TMWn Thmw

dyto be a iuV~ my t the
-ss of Rep. Don DOW DLe.. W" and
W~ D=W accepted and 0 iwe diecie 23

&rear omM" beck and fath to hos &AMt
Imm goo Mcra Cam.. albh House ruin

-p~ dacrons~ wth legilation belore
md reur dieime d my ot worth

then 5250. During the vme mia Mr.
D~god Cooas to buy Beech's C12 for the

Pentagon Mr. Daniel has apologmzd on the dloor
d a the Hame. has sent the company a check to pay
for the Miee. ad has amended his diaccure

LP formle SiL, the ethmc commttee should invest-.
pte an t. to clartty the mle and to help

cc Ham euben deid whether any furthe diaci-

We thed aitins halm to aoneat
theImea y WIllAc mh a twCmd M.

Fu~St Gms(Da)L) dmes o r pu uy6
P- ftuno ah a it d My. Fr sb d by

e-671 e JwAran raw. a mom mmus qusinta
Iho akgmd in Mr. DwW's .u rim urc

'qm  i ~womW St Gam~im , * of ttHam4
and LUri Aftim tah

C"' used I to ego W vkmi pary.
These quesuons go to the heart of the into"it

dt the Hawe and tthe Dunocrate tnanty ftht
elcte Mr. St Ger~b to hascarnuip h-swims te ho j -w t om mv u

tithat am aecmuy ady reguWated by
PVwwinL C -. in benhe ad ellu in
satukols a emntai to the opanti at the eam-
amy. aum a mo reiner that co.dnc ho been
sken by the de~t rim And alePtima at

axm al am by uiwe. -h whanv -1e
spmebtm aw t a personimMr. St Gerini's pee
tutn arn as peat as tm at amy oMddber aCcn.
pus. Vf he is innocent at the chagee 10 4104,ve.
to be p ly cleared aitbe mcode w his
atam as at stake, a s fu mnlfims to

the man. Nf it ingbla thae he hesa wf
*-ihi aMhty to fuill m @qoe gwamblaid by

attmpngto enric hi Ike impropely. it would

WIN stem ~myactim
It is the WmConfittee's UUbt to in'

veatipt the ures. Menmr al Cuapus we
to I I- Itm Wy reuctant to &=m thei *3egie

at m o~t.But suely they admdu d dta
w~ by a umber i a ptasitM i t hiaU".

with piva reup n es in a Most oiml
reguhtoy mmn mus be other dlared or rebuke
d the repmton of COnpus geeraly, and of the
tnupMt part in the House mn partcula. ame Wt to
suffe harm

Page 7
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Friday, September 13, 1965

COW~ON CAUSE CALLS FOR HOUSE MZwCS COwMz'rru

!NVESGAYoNS oF RZPRSENATVEs DANIEL AnD STr GERmAI

COMM Cause today called on the House Ethics Committee to invest igate

recent allegations about Representativea Dan Daniel MF-VA) and Ferrand

St Germain CD-PT) to determine if House rules have been violated.
0) In separate letters to couiittee membrs, Common Cause raised the two

cases, noting the following:

am n September 10,, 1965 the Richmond Nes Leader reported that Daniel, aSsenior member of the House Armed Services Commitetaeld o'narrf
of a defense contractor" and "has not reported the travel on financial
disclosure form in recent years." House rules prohibit the acceptance of gifts

S of $100 or more from those having a direct Interest In legislation before the
Congress and require disclosure of gifts of transportation froa others.

When asked if he knew whether he had complied with the gift limitation,
'~Daniel told the Richmond Ue Leader, "I really don't, and the truth of the
C7 matter is, I don't care."-

CEr -- on September 11, 1965 the Wall Street Journal reported that Representa-
tive St Germ~ain "has received lots of investment help from people and institu-

Ctions that have benefited from his official actions" and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Cude of Ethics for Government Service instructs members never to accept
"benefits under circum istances which might be construed by reasonable persons ah
influencing the performance of his governmental duties."

Cmn Cause called for the Coumittee to investigate in both cases whether

PFouse rules hal been violated and to issue a public report of their findings.

Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.
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September 13, 1985
The Honorable Julian C. Dixon
Comm~ittee on Standards of Official ConductHT-? Capitol
Washington, D.C. 20515

Dear Chairman Dixon:

Allegations concerning Representative St Geirmain's privateinvestments and his position as Chairman of the House Banking,Finance and Urban Affairs Committee appeared in the Wall StreetJournal on September 11, 1985. This press report indicateid thatRep. St Germain "has had lots of investment help from People andinstitutions that have benefited from his official actions.'

cc, The Code of Ethics for Government Service (72 Stat. Part 2,B 12, para. 5) instructs Members never to 'discriminate unfairly1W by the dispensing of special favors or privileges to anyone,* norto accept "benefits under circumstances which might be construed.0 by reasonable persons as influencing the performance of hisgovernmental duties.'

The House Ethics Manual states that this provision wouldlook to the "relationship between the receipt of benefits from a~.private source and the of ficial duties or acts of a Member . .as to any appearances of possible improprieties, undue influ-C) ences, or breaches of the public trust in violation of thisONprovi.sion which, as noted by the House Committee on Standards of,'Official Conduct, works to 'prohibit conflicts of interest andOr the use of of ficial position for any personal benefit.'"
Common Cause believes it is essential for the Committee onStandards of Official Conduct to initiate an investigationconcerning the allegations made about Rep. St Germain to deter-mine if House rules have been violated and to report publicly onits findings.

Sincerely,

Fred Wertheimer
President
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re&~ l dVtwd his1FCDU
R op. Ftrmand .1 F-7VdiY S errschair man nf t~ -e 8a!snl1 C;.m-R1 11ittee. Ift !'Ot * e l-.St =e "nher (Jr Ccn-%

gress to enrich haoy'.elf thrtuugh eX-Iflicts I)(
interest. It wesuld be vain tA# hispc that he aussald
Lw the last. hut if the Houuse want. Wi he

.4-rirthing morpe then a natiunal laughing ttuck.
it had better got ahotst punishing him in ways
thnt might d,'ter others fur at Icamit a little
'hale

S( Ceirmains cunduct. an e:t~sed this week
hv the WnU S:rert joural1. calls at the mini-
mutm for the Hot;.% to reprinand or retisure
him and dump him from his chairmanothip in
he event that, htoo traditionally indulgent

Rhode Island ctintituents insist oin re-electing;
him nest year.

It *ouldi &Is,, seem to A.arrvit a federal
triminalI nestigosAun Into .6: !allure Ws report

eii (ownership of mulistant."*l stock in Florida
Forletisl Savings and Loaen when he iled his
finaticial disciutur e formu fur 1984. When he
finollly dicssd it this year - after he linew
the Juurnul's reporters were on his cue -- he
e'fgred the isigonious escuse that "the acquisi-
uie-uo was intended tv he ten.porary." What
eitas k svwetulat itili Awfn!t?

ST GERM1AINS deep 1n1c'lvement with
T'lidioi Fordpral sal with its Lhaef scUae
Hailtigh (Creene. tit 4ll the himuiC qatiiaiable
heasame of Sit (eries'n's extrniii-e legaa~ative
pt frte in bethalf of the thrift indtry. When St
(ermain Apprared here for Fk'rida Federal's
5'Aith nrnni'eroarv celebration and office touer
grittndhroki1r in January 1983I. he boaasted
th.zlt has. recrently enacted deregulatioan bill

%%1;dgt% t4vings And loans the ptnwer tn
... re'e ~~ifl -lsik.and brokerage if.rn's in a

e,1 rge tif !itanimisl aerviceii. Wa'ss thli ho.
k~%,~ he triik heli,~sd in the bill'? Ur lecaulte

h:' ~...dN14.y. (oheene. hadir been cutting him
ait three prvna.msirx Floria land dt-a! and
hadi helped him (inanee a conduminium in
llj'fraint Tower,!

The Journal %I%, divclo,'ed that certainl
Rh'-do Island hankit. leant him nearly th Ul
pitrihase price anti ssumed mrivot of( the risk
\ACfl St Germri hovg-ht five pant ake re"C-u-

I t's -

Itacrati%
( ept Ko
dittry c

V-ad. "I
9SIP to-

They

cCe to know, however. 04t e-4e1 St
6.h's !'M ts. 'Notwithstand~g 6.1%

ate banking desls. ha d on as r'
:aiafor spor.king at bar.k Int iti.

wentcsns. "You can he very iridetn-
-i you dnn't #Ake hnrr.r~.E

nk 'Jnt 9-a (in Cng'e1-a) ... ~
:%,:ve Or,' %what %e geL'
- jaxi.l they do. The 4:e.-n ii
* jet it.

1% . 5h4 llt'~S

K

i3 .,,Iont In inortmaes WVe-. the
b!ks% genero.-s becai_&# they Liie, U -n^O

t1,.as..e t!ey feared h.s stath'
St Cermi..ns had :,udeot ;a :-:.n

Ste to his power a" a Committe clr~nsn.
*rhiz~h 's nearly absolutae nd *hL-.ach ha .s .~
with definite pvLaliry toward the trrts .
;Ite criticism,. he kept the cbsiraanl'; s~ .- (

m~ancial Instatitivrn Stibcommittve a-** at-
taingn the full committee chairar-sh'; .n
1981. It hardly needs to be said that ;t wu
wrong for St Germain's staff directitt, to be,
proeoisuing federal banking regulators mn s-..p.
port of Florida Federal's stock coj versr and
other matters involving the SL Poearsr; . n-
atutioll. St Germain's subeequent purclassr of

Florida Federal stuck looks sspciall - quiis.
tioneblis (or that.

FOR HIS part, Greene told the ~:.r~
that he never aked St Germain to intarerie
with federal regulators. For hise part. St Gsr.
main isn't sayig much except to accuse the
1Jnurnal of viewing his affairs "in the 'sursi.
pclssble flit." The best poible light would n't,
he any too goo.

Creene did admit that he had invited %%t
Germain into the Florida real estate deals. *It's
like a hngelse" he told the Journal. "Y'eu
sit dc -with yout buddies and say J),P -.ou

aist And you either bay yes or nay." G Ie
Greer.*p crodit fur a candid 'cummentoary ufl
eertain '-' rma of business practce. but not for
his judimerit in ezptuing himself and his iih-
tut sn to potential criticism. There's sosmethinig
wrung %:th the system %hen powerful han'kers
isre "bu : Lle" with the chairman of a congre%-

q; II31 ^Ing cornrmittee and cut h,,ri in ,n
lond dc '. not oftred to the general public

NJ C rs, V -5
9 )13) Tl
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Finances
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R~nost urgesPae1
I probe of
St Germam*

By 3lou LIGAN
1.wai51UmWIratM Smew I

WASHINGTON - The Was1hing-
ton post yesterday called for An
inlvestigation into a newspaper re-
port that Rep. Fernand J. St Ger-
ma of Rhocie Island has become A
millionaire wiith help frMM people
ad institutions that have gained
from his actions as HNae Making
Committee chairman.

Any House member "should
Avoid more assiduously than Mr. St
Germain seems to have done even
the appearance of using his iaflia-

"C) ence to enrich himself." the news-
paper said in an editorial that called
for a House ethics committee ayves-
Uigatioa.

9W The editorial specifically cited
three elements in a Wall SUMe

J 1UD 0Ii

First that Mr. St Germain
tiought live Internatinal House of
Fmncakes resturants with $1.3
million in loans from Rhode Island
banks. on terms that required him
to put up little or no cash.

"Second (that St Germain) profit-
ed f rom real estate investments

C071%Arranged by a Rhode Island devel-
oper who profited from federally

on subsidized housing programs Mr. St
Germain helped obtain for the

cc state.
"Third (that St German) has

benefited from land deals in Florida
arranged by A developer who chairs
a savings institution regulated by
the Banking Committee. and that a
top St Germain staffer made calls
to federal regulators about applica-
tioss by the developer's firms."

-' St Germean aide Richad L.
Mauramo said that if the ethics
panel decides "tU look into some-
thing. they'll find that he's done
nothing wrong. It's their call."

Maurano noted that St Germain
will appear on a television inter.
vew show in Providlence this

weekeend to discus tho Ame.
The lf ie of Rep. JOUs C.

Dines. D-Cal . the ethi panelS
Schairuta. did no aswer a Rems

for amment. 4



BEFORE THE FEDERAL ELECTION COMISSION

I n the Matter of)

National Republican Congressional )co
Committee and)

2;
Jack McDonald as treasurer, ) NR 2116 n

Republican National Committee and)
William S. McManus as treasurer,) ,

John A. Holmes, Jr. ) =rw'

STATEMENT OF REASONS c

Commissioner Lee Ann E11liott
Commissioner Thomas J. Joseflak

I. INTRODUCTION

0 On October 23, 1987, the United States Court of Appeals

for the District of Columbia held the Federal Election Commission's

dismissal of MUR 2116 judicially reviewable and accorded individual

Commissioners "an opportunity to say why DCCC's complaint was dismis-

sed in spite of the FEC's General Counsel's contrary recommendation."
0 SliP op. at 9. The court was concerned that the General Counsel's

"recommendation to pursue the complaint [was] in fidelity to FEC

precedent" and the Commission "may have slighted its own precedent

and accorded similar cases dissimilar treatment, thereby proceeding on

a course 'contrary to law."' Id. at 2, 8-9.

The following statement sets out our reasons for voting

against the staff recommendation in NIUR 2116 and explains why our

vote is, in fact, consistent with FEC precedent.

II. FACTS AND ISSUES PRESENTED

On December 20, 1985, the Democratic Congressional

Campaign Committee ("1DCCC"1) filed a complaint with the Commission

asserting that the cost of a mailing paid by the National Republican
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Congressional Committee ("INRCC"I) should have been allocated' to the
NRCC's coordinated expenditure limit of 2 U.S.C. §44la(d). Section
441a(d)(3)(B) of the Act limits the allocable amount a political party
may spend "in connection with the general election campaign[sJ" of its
congressional candidates.l1/

The challenged mailing was sent within the congressional
district of Democratic Representative Fernand St Germain. The mailing
(Attachment I) discusses newspaper articles accusing Representative
St Germain of using his congressional office for personal financial gain.
The mailing urges Representative St Germain to disclose his personal
finances and asks recipients to sign an enclosed petition urging the

0House Ethics Committee to investigate St Germain's finances.2/ The
V mailing was sent in late 1985 before any Republican announced a candidacy
oin the next year's primary. The mailing did not call for the election

or defeat of any candidate, did not identify Representative St Germain
as a candidate, did not identify any potential Republican opponent, did
not explicitly refer to any future election or political campaign, made
no mention of party affiliation and did not refer to voters or voting.

The complainant asserted the cost of the mailing is allocable
to the NRCC's §441a(d) limit in accordance with Advisory Opinion 1985-14
C"AO 1985-14"), 1 Fed. Election Camp. Fin. Guide [CCH] 11 5819.

1/ 2 U.S.C. §441a(d)(3)(B) of the Federal Election Campaign Actprovides in part: "The national committee of a political party... .may notmake any expenditure in connection with the general election campaign
of a candidate... .for election to the office of... Representative (whichexceeds)... .$10,000."1 The $10,000 limit is adjusted for inflation and
was $21,810 in 1986.

2/ In response to this mailing, the signatures of 2,080 FirstCongressional District residents were sent to the Chairman of the HouseEthics Committee urging an official investigation into St Germain's
finances. G.C. Rept. Attachment 3 at 25. See Providence Journal,
Feb. 18, 1986, at A7, Col. 2.



Statement of Reasons Page 3
MUR 2116

(Attachment II) In AO 1985-14, a majority of the Commission stated
that the cost of a mailing is subject to the 0441a(d) limit if it depicts a
"clearly identified candidate" and contains an "electioneering message."
Id. at p. 11,185 (incorrectly citing AO 1984-15, 1 Fed. Election Camp.
Fin. Guide [CCH] 1 5766).3/ In response,, NRCC argued that the text
of the mailing did not contain an "electioneering message" but merely
repeated the newspaper reports, editorials and public comments on this
issue. (See Attachment III)

The General Counsel's Report of May 16, 1986 argued the
1% mailing contained an electioneering message "as a whole" and recommended

the Commission find "reason to believe" a violation of §441a(d)
occurred. 4/ The Report summarized some general similiarities between

qW this mailing and AO 1985-14, but also noted the mailing in AO 1985-14
contained an explicit partisan appeal and a reference to an election
while the mailing at issue did not. G. C. Rept. at 6-7.

0 In considering the General Counsel's Report and Commission
precedent in this area, the undersigned found no "electioneering

message" in the challenged mailing. Accordingly, we voted against the
CD Counsel's recommendation to allocate this expenditure against the NRCC's

§441a(d) limit.

3/ AO 1985-14 is the only advisory "precedent" that contains the words
"1electioneering message." Neither AO 1984-15 or 1978-46 use the words
"electioneering message" or suggest that as a standard. AO 1978-46,
in fact, contains the higher "express advocacy" threshold for evaluating
expenditures. See note 7, infra.

4/ Even assuming this mailing contained an electioneering message, our
counsel cited the wrong section of the statute since § 441a(d) cannot
be violated unless a party exceeds its coordinated limit. At the time
the Commission considered this complaint, the NRCC had made no
coordinated expenditures against its $21,810 limit in this congressional
district and the challenged mailing only cost $10,000. The correct
recommendation would have been "reason to believe" a violation of
§434(b)(4)(H)(iv) and §434(b)(6)(B)(iv) occurred for failing to allocate
and report this mailing as a coordinated expenditure.
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III. DISCUSSION

1. The Background of 2 U.S.C. §441a(d).

In 1974,, Congress recognized that its campaign finance

legislation provided too inadequate a role for the national parties.

While parties could engage in issue-oriented discussions and party-

building activity, their only means of directly supporting candidates

was subject to annual contribution limits.5/ To correct this imbalance,

§ 441a(d) was added to give national and state party committees

additional coordinated expenditure ability. See S. Rep. No. 689, 93rd

Cong., 2d Sess 15 (1974), reprinted in the Legislative History of the

0 Federal Election Campaign Act Amendments of 1974, 111 (GPO 1977);
H.R. Rep. No. 1057, 94th Cong., 2d Sess. 59 (1976), reprinted in

Legislative History of the Federal Election Campaign Act Amendments of

1976, 1053 (GPO 1977).

As enacted, § 441a(d) allows the parties to spend an

additional 2t~ times a state's voting age population on behalf of their

U.S. Senate candidates and $10,000 for each Congressional candidate.

The expenditures Congress requires parties to allocate against this

Cell limit are those made "in connection with" their nominee's "general election

campaigns."1 2 U.S.C. §441a(d) Nowhere was § 441a(d) construed to

limit the party's other disbursements which continue to be reported as

5/ National party committees may only contribute $5,000 to their congres-
sional candidates, just like any other multi-candidate political committee.
Political party committees cannot, however, make independent
expenditures on behalf of their candidates. 11 CFR 110.7(a)(5)and
(b)(4). See Advisory Opinion 1980-119 2 Fed. Election Camp. Fin.
Guide [CCH] 1145561.
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"operating expenditures" and are obviously n ot subject to any dollar
limit.6 / 2 U.S.C. §434(b)(4); Buckley v. Valeo, 424 U.S. 1, 39-59
(1976); AO 1975-87. In Buckley, the Supreme Court repeatedly said
the Federal Election Campaign Act's restrictions on expenditures "Impose
direct and substantial restraints on the quantity of political speech."
Buckley at 39. Restricting political communications "necessarily reduces
the quantity of expression by restricting the number of issues discussed,
the depth of their exploration and the size of the audience reached."
Buckley at 19. See also FEC v. National Conservative Political Action
Committee 470 U.S. 480 (1985); FEC v. Massachusetts Citizens for

0. Life, Inc. ("1MCFL"1) 107 S. Ct. 616 (1987).

W It is in this context that the statutory allowance of

'17 § 441a(d) is applied. Accordingly, the Commission must clearly define
those expenditures that are allocable to the coordinated limit to avoid

0 improperly restricting a party's policy discussions, issue-oriented speech
f~k, or party-building activity.

2. Commission Interpretation of 2 U.S.C. §441a(d)

The Commission has, in fact, clearly defined the "in
connection with" language of § 441a(d) in separating a party's issue-
oriented speech and party-building activity from its coordinated

6/ Under the Act, a national party committee must report all its disburse-
ments over eight categories. See 2 U.S.C. § 434(b)(4); 11 CFR
104.3(b)(1), and FEC Form 3X. The "operating expenditures" category
includes disbursements for polling, travel, phone banks, catering, media,
rent, personnel, overhead, fundraising, training seminars, registration,
voter education, get-out-the-vote drives and other day-to-day costs
that are not made on behalf of a clearly identified candidate and cannot
be directly attributable to that candidate. See 11 CFR 104.3(b)(3)(i),
106.1(c), and 110.8(e).
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expenditures. An expenditure will only be allocable to the § 441a(d)
limit if it contains a "clearly identified candidate" and an "electioneering
message." AO 1985-14. Although the statute speaks of coordinating
expenditures with the "general election campaigns" of "candidates," the
Commission does not require the expenditure to be coordinated with
the candidate; does not require the party making the expenditure to
have a general election nominee; and will allocate expenditures made
before the primary. AO 1984-15; AO 1985-14. The only operative
standards for determining if an expenditure is "in connection with a
general election campaign," therefore, is if it contains a "clearly identified

0 candidate" and an "electioneering message."

To describe its "electioneering message" standard, the
117 Commission borrowed the Supreme Court's language in United States v.

United Auto Workers, 352 U.S. 567 (1957). In Auto Workers, the
Court gave meaning to the pre-FECA prohibition on corporate and labor

C) activity "in connection with" federal elections by holding expenditures
"designed to urge the public to vote for a certain candidate or party"
are prohibited while expenditures that "simply state the record of

Cparticular candidates on [the] issues" are permitted. Id. at 587, 592.
The Commission has adopted this analysis in deciding whether a political
party's expenditure contains an electioneering message "in connection
with" a general election campaign. The Commission will limit those
expenditures "designed to urge the public to vote for a certain candidate
or party" as coordinated expenditures and not limit expenditures which
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"simply state the record of particular candidates" since they are operating
expenditures not subject to any dollar limit.7/ See AO 1984-15; 11 CFR
§104.3(b)(3); 106.1(c).

In its advisory opinions and enforcement matters, the
Commission has established what a communication must contain to become
an "electioneering message." An electioneering message is a communi-
cation containing a partisan appeal referring to voters or voting, political
contributions, or an upcoming political campaign or election. AO 1984-15;

7/ A different standard for allocating expenditures may be the Supreme
Court-approved "express advocacy" threshold instead of the Commission-
created "electioneering message." Generally, the constitutional deficiency
of expenditure limits can only be avoided by limiting their reach to

17 words of "express advocacy." Buckley at 41-44, and n.52. In clarifyingthat party committees have' contribution limits but cannot make0 independent expenditures like other political committees, Congress
recognized that the parties will have their own special coordinated
expenditure limits. 120 Cong. Rec. 55413-14 (daily ed. April 8, 1974)

C70) (remarks of Sens. Clark and Brock) reprinted in Legislative History ofFederal Election Campaign Act Amendments of 1974, 419-20 (GPO 1977).
17 ~In effect, coordinated expenditures are like7 independent expenditures

with a limit. See Buckley at 58 n .66 (favorably comparing coordinatedC164 expenditures with regulation of independent expenditures salvaged by
the "express advocacy" threshold).

Further, the statute prohibiting corporate and labor activity "in
connection with" federal elections from which the "electioneering message"
standard was derived, Auto Workers at 587; AO 1985-14, has recently
been interpreted by the Supreme Court. FEC v. Massachusetts Citizens
for Life, Inc. ("1MCFL"1), 107 S. Ct. 616, 623 (1986). In MCFL, the
Court stated "1[wie therefore hold an expenditure must constitute 'express
advocacy' in order to be subject to the prohibition of §441 b". Id. See
also Orloski v. FEC, 795 F.2d 156, 166-67 (1986); AO 1978-467If the
"in connection with" language has the same meaning under §441a(d) as
it does under §441b, then "express advocacy" could be the threshold
for allocating expenditures. There is no allegation that the mailing in
this case contains any "express advocacy." G.C. Rept. at 9.
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AO 1985-14.8/. Obviously,, no particular one of these objective factors
must be present, but at least one factor must be present to prove an
expenditure is made "in connection with" a general election, attaining
the legal status of a coordinated expenditure and requiring allocation
to the § 441a(d) limit.9/ Since precedent demands we use these objective
criteria for finding the presence of an electioneering message,, we cannot
force allocation of an expenditure that does not contain even one of
these electioneering messages.

3. Application of Commission Precedent

The mailer in this case does not contain any election-

CD eering message and cannot, consistent with Commission precedent,, be
allocated against the party's §441a(d) limit. The text of the mailer
contains no references to voters or voting,, no mention of any upcoming
election or political campaign, no mention of political contributions and
no partisan appeals. There are simply no electioneering words present.

In contrast, the mailer in AO 1985-14 contained an
electioneering message by repeated references to a particular congressman
as a "Republican" and a listing of his campaign contributions. T his,
or any other electioneering message established by the Commission, is
not present in the NRCC's mailing. In fact, the NRCC's mailing bears
a greater resemblance to the advertisements in AO 1985-14 that were

8/ We have applied this standard to a number of enforcement matters
still subject to the confidentiality provision of the Act. 2 U.S.C.
§ 437g(a)(12).

9/ Presumably, a party committee could also categorize such an
expenditure as an in-kind contribution subject to the $5,000 contribution
limit.
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found to not contain an electioneering message. In those advertisements,
the DCCC generally critized the deficit issue and "your Republican
congressman's" mismanagement of the economy. The Commission
concluded that these party-building or issue-oriented ads contained no
electioneering message and were not allocable to § 441a(d). (See
Attachment [ID. See also AO 1984-15.

Nothing in the text of the NRCC mailer can reasonably
be read to "urge the public to elect a certain candidate or party."
Autoworkers at 587. In fact, the only action this mailer urges the
public to take is to "sign the attached petition" calling for a House
Ethics Committee investigation. Urging the signing of this petition is
clearly an issue-oriented act. To label this petition drive as election-
eering corrupts the text of the mailing and this important public issue
of officeholder ethics.10/ In our opinion, interpreting the circulation

0 of this petition as regulated campaign finance activity extraordinarily

expands the scope of the Act and undermines the Congressional intent
behind § 441a(d).

The mailer's statement that "There's only one solution:
Congressman St Germain must come clean by fully disclosing his taxes

Cr ~ and finances,"1 (emphasis supplied) also does not urge the public to
vote for any candidate or party. In fact, this plea seems to preclude
any election -related activity by saying the only action necessary is
demanding the disclosure of St Germain's tax returns and finances and
not his resignation or defeat.

10/ The NRCC's call for an investigation and the disclosure of
St Germain's tax returns are identical to the reports and editorials of
The Wall Street Journal and the Providence Journal Bulletin and was
vociferously demanded by Common Cause. (See Attachment III). While
one of NRCC's goal's may be the election of Republicans to Congress,
it is not their only goal. Those who are familiar with the national
party committees know they are concerned with the reputation and
effectiveness of government and they often enter the constructive public
debate about the issues of the day.
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This is quite unlike the mailer in AO 1985-14 which
linked its message directly to an election. In fact, the General Counsel
conceded that the mailer in this case "does not directly refer to an
election" while the mailer in AO 1985-14 "includes references to an
election by its inclusion of a list of campaign contributions .. , to the
named representatives."I'l/ G.C. Rept. at 7. Our Counsel also notes
the mailer in this case "does not make reference to any political party"
while the mailer in AO 1985-14 made repeated references to "republicans."
Id. These essential factual differences between the mailers create a
legal distinction: the mailer in AO 1985-14 contained an electioneering
message while the mailer in this case does not.12/

co~
Nr 11/ Our Counsel did, however, point out irrelevant similarities between

the two mailers: each 1) was prepared by a national committee of a
political party, 2) identified a specific congressman, 3) criticized the
record of that congressman, and 4) was distributed to residents within
that congressman's district.

First, it is assumed that we are dealing with party committee
0 expenditures or we would not even be discussing the allocability of

these expenditures. Second, identifying a specific congressman by
name only relates to the issue of "clearly identified candidate" not

C ) "electioneering message."1 Third, nothing in AO 1985-14 or any other
Commission precedent suggests criticizing an incumbent's record triggers
§441a(d) allocation: the mere discussion of officeholders and their votes
and conduct, without any nexus to campaigns or elections, is a fully
understood and zealously protected constitutional right. Fourth, AO
1985-14 cannot be read to say that even attacking an incumbent's record
in his home district is automatically subject to §441a(d) unless that
communication also contains an electioneering message. Resting a case
for allocability on these irrelevant similarities ignores the plain wording
of the statute, Commission precedent and, most importantly, what the
mailers actually say.

12/ Although this was not mentioned in the General Counsel's Report,
the mailing also repeats, word for word, a Providence Journal editorial
which lists other Rhode Island "public officials" who have voluntarily
"given the public a complete financial accounting of themselves."
(Attachment III, p. 5). Presumably, our Counsel correctly realized
this was an issue-oriented comparison and not an "electioneering message"
since it was not included in their report.
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Therefore, following the General Counsel's recom-
mendation in this case would not be following Commission precedent.13/
Accordingly, we are the ones acting "in conformity with FEC precedent"
by voting there is no "reason to believe" this mailing contained an
electioneering message. Our votes are not incompatible with the allegedly
low threshold of "reason to believe" necessary to commence an Investi-
gation under the Act. 2 U.S.C. § 437g(a)(2). The General Counsel
did not recommend any investigation in this case since the Commission
had all the facts necessary to make its legal determination whether this
mailer contained an electioneering message. See G. C. Rept. at 16.

N 4. Rejecting New Approaches to Electioneering

Counsel provides three other insufficient arguments
for finding an "electioneering message" in a new or unprecedented
way. First, Counsel states that "1(t)he mailer's statement about ridding

0 the government of corruption is a reference to an election in that one
way to remove Congressman St Germain would be to vote him out of
office." G -C. Rept. at 7. Not only does this quote slaughter the

13/Counsel's disagreement with our votes is of no significance for the
Commission is not "required to accept the advice of some members of
[its] legal staff", since "1[tihe Commissioners are appointed by the
President to administer the agency, the agency's staff is not." 'San
Luis Obispo Mothers for Peace v. NRC, 751 F.2d. 1287, 1327 (D.C.
Cir. 1984) (language from Section IV ofopinion, the court later vacated
Section Ill-B of the decision for en banc consideration, 760 F.2d 1320.)
See also Stark v. FEC, Civil Action No. 87-1700, Slip op. at 10.
(DDC Opinion filed February 8, 1988) (Jackson, J.) ("This court reads
DCCC to require that the same deference be accorded the reasoning of
"'dissenting" Commissioners who prevent Commission action .. , as is given
the reasoning of the Commission when. it acts affirmatively.")
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true text of the maillng4/ but it advances a standard of electioneering
by inference or clairvoyance. Such a review is completely contrary to
objectively reading the text of a mailing for an electioneering message.

It is unthinkable to hold a speaker against an expenditure limit just
because of what a listener might intlutively deduce from a message.
The allocability of this mailer will depend on what it say not by the
varied "understanding" potential recipients may have. Speakers are
not at the mercy of their listeners and are not required to "hedge and
trim" their remarks. Such a requirement would offer "no security for

0 [the] free discussion" of an officeholder's conduct. Buckley at 42-43
quoting Thomas v. Collins, 323 U.S. 516, 535 (1945); see also Auto

K Workers at 595-596, (Douglas J., dissenting).

Second, Counsel makes the stunning statement that
o"AO 1985-14 does not state what aspect of the proposed mailer constituted

an electioneering message. It may be that the mailing as a whole
conveyed an electioneering message". G . C. Rept. at 7. (emphasis
added). Proceeding on this "as a whole" theory, Counsel suggests
"1[s]imilarily, the Rhode Island Citizens mailing conveys an electioneering

C message thus constituting a section 441a(d) expenditure by NRCC" Id.
or

cc, This "as a whole" theory has absolutely no foundation
in the text of AO 1985-14, or the Commission's deliberation of that
opinion, or the Commission's interpretation of the Act. In AO 1985-14,
the Commission undertook a detailed review of a variety of radio and
television broadcasts and mailings. In some cases, the Commission held

14/ Absolutely nowhere in the text of this mailing is there any mention
oT removing St Germain by any method. The mailing explicitly states
the way to rid the government of corruption is to force disclosure of
taxes and finances, not to vote someone out of office.
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a specific communication would be allocable because it contained" an
electioneering message. In other examples the Commission found no
allocation necessary since the expenditure was issue-oriented or party-
building activity. In one case, the Commission was equally divided on
the allocability of an expenditure. In no instance were these decisions
made on the basis of an "as a whole" analysis, and to suggest such is
to engage in true revisionism.

Further, to allocate expenditures on an "as a whole"
basis would produce an incomprehensible trail of standardless decisions
contrary to the purpose of the Act and inconsistent with the parties

cc right to speak. "As a whole" analysis is wholly subjective and would
create ad-hoc, after-the-fact decisions. An ever-shifting majority of

o Commissioners would review each message "as a whole" and decide
whether it conveyed an electioneering message to them, in their own

CO) individual hearing or reading. This approach would destroy the legal
status of "electioneering messages" and would encourage the Commission
to abandon its reasoned application of precedent in favor an entirely
subjective and arbitrary review of the facts. This approach must not
be followed since the party committees must know in advance of making
an expenditure whether it contains an allocable electioneering message.
See Buckley at 41 n.48 quoting Grayned v. City of Rockford, 408
U.S. 104, 108-109 (1972) (vague laws not only "trap the innocent by
not providing fair warning," they foster "arbitrary and discriminatory
application" and inhibit protected expression by inducing citizens to
"steer far wider of the unlawful zone" than necessary).

Third, there is no justifiable basis for abandoning
our "electioneering message" precedent and forcing allocation of this
expenditure for some other reason. For example, inputing a "political
purpose" to an expenditure will not, in itself,, cause that expenditure
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to be allocated to the § 441a(d) limit. A political purpose only requires

a party to report the expenditure under 2 U.S.C. § 431(9)(A). In

fact, the Act presumes that every federal expenditure by a political

party already has or results from a political purpose--which is why all

federal party expenditures are reported. 15/ Merely believing that an

expenditure has a "political purpose" is an insufficient reason to require

allocation of that expenditure against the 441a(d) limit. Accordingly,,

something more than "political purpose" must be proven to elevate a

communication into an "electioneering message" under §441a(d).

K The allocation question is also not answered by asking

whether this communication, or the signing of petitions,, or calling for

the disclosure of St Germain's tax returns will have an adverse impact

on St Germain in the general election. As the Supreme Court cautioned

in Bukl "the distinction between discussion of issues and candidates

r4. and advocacy of election or defeat may often dissolve in practical

application... .incumbents are intimately tied to public issues. .. (and)

campaigns themselves generate issues of public interest.." Buckley at

42. Accordingly, the Commission must not imply election -related intent

to every criticism of an incumbent or speculate on the possible impact

someone's speech may have on voting.16/ See, e.g., G.C. Rept.

15/ A party committee must report its federal disbursements to the
Commission as either contributions, operating expenditures, transfers,
loans, loan repayments, offsets, other disbursements or coordinated
expenditures. 2 U.S.C. § 434. See FEC Form 3X.

16/ While we acknowledge this mailing could have an election -related
effect, we cannot assume it. Nor can we assume what that effect
would be since disclosing his finances may help St Germain's campaign
by "clearing the air" as the mailer suggests. Accordingly, forcing
allocation by subjectively guessing the intent, effect or impact of a
person's speech is unreliable and inferior to objectively reading what
is actually said.
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Attachment I at 19. The Commission must objectively look at the

words of a communication and apply settled factors of "electioneering

messages." To do otherwise replaces an objective review of the message

itself with a subjective critique of the motivation of the speaker. See

FEC v. Furgatch,, 807 F.2d 857, 863 (9th Cir.) ("to fathom [the

speaker's]J mental state would distract us unnecessarily from the speech

itself") cert. denied, 108 S. Ct. 151 (1987).

As we have stated, our analysis and votes are

consistent with the rule of law established in AO 1985-14; but the

N% facts of these two cases are too different to command the same resultl7/.

OD We believe the General Counsel improperly applied the law from

AO 1985-14 and reached the wrong conclusion. We also believe the
V complainant has read something into AO 1985-14 that is not there or

0 interprets that opinion well beyond the limits of its factsl8/.

Ce IV. CONCLUSION

The discussion of issues and officeholders is an integral

part of our system of government. So important is this right that the

"First Amendment affords the broadest possible protection to such

17/ It is no accident that the facts are so different between these two
cases since the NRCC mailer was prepared and sent only months after
the Commission's decision in AO 1985-14. The NRCC was able to use
AO 1985-14 as fresh precedent to avoid having to allocate their mailer
by making sure its text contained no electioneering message as defined
by the Commission.

18/ The complainant knows the Commission rejects its expansive
interpretation of AO 1985-14 since one month after this complaint was
filed, the complainant urged the Commission in a rulemaking comment
to abandon the majority decision in AO 1985-14 and instead focus on
the "intent" or "purpose" behind a party's expenditure. See comments
of the Democratic Senatorial and Congressional Campaign Committees,
January 17, 1986, page 7, to a Commission Notice of Inquiry. 50 Fed.
Reg. 51,535 (Dec. 18, 1985.)
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Committee ("1NRCC"1) for a mailing, targeted to constituents of

Democratic incumbent Representative Fernand St Germain of Rhode

Island's First Congressional District, constituted expenditures

which had not been properly allocated under the Act's limits.

Based on prior Commission rulings, it is our opinion that 'the

NRCC mailer was such an expenditure, and that there plainly was

reason to believe NRCC violated the Act by failing to allocate

the expenditure under the statute's limits.

C!

OD In 1974, Congress passed amendments to the Federal Election

00 Campaign Act of 1971. Through one of its provisions, now

codified at 2 U.S.C. S441a(d)(3), the 1974 legislation allowed

the national and state committees of the political parties to

make expenditures in connection with the general election

campaigns of the parties' candidates, but such expenditures may



not exceed certain specific dollar limitations. 1/ In addition,

the Act requires that political committees separately report all

disbursements made under section 441a(d) to aid in monitoring

adherence with the limits. 2 U.S.C. $434(b)(4)(H)(iv)-

Because of the presumptive coordination that exists, "party

committees are considered incapable of making 'independent

1/ Specifically, the Act provides:

(3) The national committee of a political party, or a State
committee of a political party, including any
subordinate committee of a State committee, may not
make any expenditure in connection with the general
election campaign of a candidate for Federal office in
a State who is affiliated with such party which

CO exceeds --

(A) in the case of a candidate for election to the
office of Senator, or of Representative from a
State which is entitled to only one
Representative, the greater of --

Mi 2 cents multiplied by the voting age
population of the State (as certified under
subsection (e) of this section); or

C,-
(ii) $20,000; and

(B) in the case olo a candidate for election to the
office of Representative, Delegate, or Resident
Commissioner of any other State, $10,000.

For the 1986 election cycle, the amount that the national party
committee could expend under 544la(d)(3) on behalf of a typical
House campaign was $21,810, based on a cost-of-living adjustment
under 2 U.S.C. 544la(c). The state party could expend a like
amount. As is often the practice of both major parties, the
congressional campaign committee of the party could be authorized
by the national and state party committees to expend their
respective J441a(d)(3) allowance on their behalf. See FEC v.
Democratic Senatorial Campaign Committee, 454 U.S. 27
(Yi98i)1-"FEC v.- DSCC"1).
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expenditures' [which are not limited] in connection with the

campaign of their party's candidates." FEC v. DSCC, 454 U.S. at

28-29 n.1. See 11 C.F.R. $5110.7(a)(5) and (b)(4). 2/ The right

to make S441a(d) expenditures connected with a general election

(so called "coordinated expenditures") is an exception for

political party committees permitting them to engage in certain

activity that would otherwise result in a contribution to the

2/ It should further be noted that the qualification set
forth in the "independent expenditure" reporting provisions of
2 U. S.C. S434(b)(6)(B)(iii) and (c) -- that the independent
expenditure must "expressly advocate the election or defeat of a
clearly identified candidate--" has no applicability here. See

Cr. 2 U.S.C. $431(17). Rather, section 441a(d)(3) limits the"#expenditures" which the national committee of a political party
CC~ may make "in connection with" a federal election. Sect ion

431(9)(A)(i) def ines "expenditure" to include:

i)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;

Since the definition of "expenditure" makes no reference to the
"express advocacy" standard contained in $431(17), an expenditure
may be subject to the 5441a(d)(3) limits even though it does not
contain express advocacy.

Section 441a(d)(3) was not intended to be limited to
expenditures for express advocacy. Congress enacted the express
advocacy standard as part of the Federal Election Campaign Act
Amendments of 1976, Pub. L. No. 94-283, 90 Stat. 475 (1976) in
response to the Supreme Court's decision in Buckley v. Valeo, 424
U.S. 1 (1976). In Buckley, the Supre'me Court found it
unconstitutional to impose a statutory ceiling on independent
expenditures. In so holding, however, the Court differentiated
between genuine independent expenditures and "prearranged or
coordinated expenditures amounting to disguised contributions,"
which could be constitutionally regulated. Buckley, 424 U.S. at
46-47. The legislative history of the amendment shows that the
purpose of 2 U.S.C. §431(17) was to codify this distinction drawn
by the Supreme Court. H. R. Conf. Report No. 1037, 94th Cong. 2d
Sess. 38 (1976). Section 431(17) and its "express advocacy"
standard was never intended to amend the 5431(9)(A)(i) definition
of expenditure as that term is used at §441a(d)(3).
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candidate with respect to whom the expenditure was made. See

H.R. Rep. No. 94-1057, 94th Cong., 2d. Sees. 59 (1976). 3/

On December 20, 1985, the Democratic Congressional Campaign

Committee ("DCCC"I) filed a complaint with the Federal Election

Commission against the National Republican Congressional

Committee, the Republican National Committee and John A. Holmes,

Jr. Among other things, the complaint stated that the NRCC,

through the Rhode Island Citizens for Accountability in

Government, sent $10,000 worth of mailings to Representative

St Germain's congressional district harshly critical of the

Representative's personal finances and conduct in office.

According to materials supplied with the complaint, the

3/ The §44la(d) coordinated expenditure allowance is
considerably larger than the allowable contribution limit that
would otherwise apply for a House race ($5,000 for the general
election if the party committee qualifies as a multicandidate
committee under 2 U.S.C. 5441a(a)(2)). Congress struck a
reasonable balance between the need to encourage party activity
and the need to prevent parties from becoming a vehicle for
evading the limits on contributions to candidates. Without the
limits on party spending, a person could easily effect support on
behalf of particular candidates in excess of the limits of 2
U.S.C. 544la(a)(1)(A) or (2)(A) by contributing not only to the
candidates but also to party committees likely to spend on behalf
of such candidates. Limits on party spending help effectuate the
underlying contribution limits of the Act by reducing the
opportunity to assure additional candidate support through the
parties.
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"Accountability in Government" group consisted solely of two

"local GOP activists." MUR 2116, General Counsel's Report at

Attachment 1, p. 16. The complaint alleged that the NRCC had

violated 2 U.S.C. 5441a(d)(3) by failing to allocate as a

coordinated party expenditure the amounts spent for certain

communications to the Representative's congressional district.

One of these communications was a mailer sent to

Representative St Germain's congressional district. In full, the

mailer stated:

Dear Taxpayer:

Cr You may have heard that our Congressman,
Fernand St Germain, has been accused of some very
serious charges.

According to the Wall Street Journal, The
Providence Journal Bulletin, and other resipect-ed
newspapers. Congressman St Germain has amassed a
multimillion dollar personal fortune by using his
public position to help wealthy investors.

It's time to clear the air.

That's why Rhode Island Citizens for
Accountability in Government are asking Congressman

or St Germain to disclose in detail his financial
records and make available to the public his tax
returns.

Unfortunately, St Germain has refused. And
that's bad because the people of Rhode Island have
a right to know if our Congressman is telling the
truth.

We also have a right to know if St Germain is
trying to hide something.

In past years, public officials of both
political parties have given the public a complete
financial accounting of themselves.

Some who come quickly to mind are Richard
Israel when running for Attorney General, John
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Hawkins for U.S. Senate, Joseph Garrahy for
Governor, Vincent Cianci, Jr. for Mayor of
Providence, and incumbent Mayor, Joseph Paolino,
Jr.

If they found this course suitable, why not
Congressman St Germain?

Just at a time Rhode Island citizens are
demanding our leaders to be honest and above
reproach, we cannot afford to have this dark cloud
hanging over our heads.

There's onl 2x oe solution: Congressman
St Germain must come clean byfully disclosing his
taxes and finances. To do otherwise would bring
an end to our efforts to rid our government of
corruption and those who seek personal gain.

That's why we--Rhode Island Citizens for
Accountability in Government -- urge you and other
members of your household to sign the attached
petition and mail it to us immediately.

The petition asks the U.S. House of
Representatives' Ethics Committee to officially
investigate these serious charges and further
demands that St Germain publicly disclose his taxes
and finances.

The people of Rhode Island deserve to know the
truth. The time for answers is now.

(emphasis in the original). Enclosed with the mailing were
additional materials stating in headlines "Tell1 us the truth,

Congressman St Germain" (emphasis in the original) and "Only you,

Congressman, can set the record straight." One enclosure, in

large, bold lettering, simply read "I t's time- to clear the

air ..."

The Office of General Counsel prepared a repo rt for

Commission consideration that contained a factual and legal

analysis of the allegations presented in the DCCC complaint.

Based upon Commission precedent, the General Counsel recommended

ON11 I
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that the Commission find "reason to believe" the NRCC had

violated 2 U.S.C. 5441a(d). A motion to adopt the General

Counsel's recommendation failed to secure the four affirmative

votes necessary to proceed with an investigation into the matter.

2 U.S.C. S437g(a)(2).4/ Three Commissioners supported the

recommendation 5/, two Commissioners opposed the recommendation,

and one Commissioner abstained.

Cr This is not a complicated case. The Commission has clearly

articulated the proper mode of analysis for determining whether

disbursements count against the expenditure limitations of,

2 U.S.C. 5441a(d). Advisory Opinion 1985-14, 1 Fed. Elec. Camp.

(7N4/ By a vote of 6-0, the Commission agreed with the General
Counsel's recommendation to find no reason to believe that RNC

qW and NRCC had violated 2 U.S.C. S441d. The complaint had alleged
that respondents should have included a disclaimer on the mailing

C stating who had paid for the mailing. The statute in
cr question, however, only requires such a disclaimer on general

public political communications "expressly advocating the
Go election or defeat of a clearly identified candidate" or

soliciting contributions. By a vote of 6-0, the Commission
also agreed with the General Counsel's recommendation to find no
reason to believe that John A. Holmes, Jr. had violated 2 U.S.C.
5432(e)(1). The complaint had charged, without substantial
evidence, that Mr. Holmes had authorized some of the spending at
issue and failed to designate in writing a political committee
within 15 days after becoming a candidate. Under the statute,
however, a person only becomes a "candidate" by receiving more
than $5,000 in contributions or making more than $5,000 in
expenditures, or by giving consent to another person to do so.
2 U.S.C. 5431(2).

5/ The three Commissioners were Commissioners McDonald,
McGarry and Harris. Commissioner Harris is no longer with the
Commission.
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Fin. Guide (CCH) 1 5819 (1985); Advisory Opinion 1984-15, 1 Fed.

Elec. Camp. Fin. Guide (CCH) 1 5766 (1984). 6/ The established

precedent is not confusing, and we believe that had it been

faithfully applied, there would not be the current controversy.

A.

In Advisory Opinion 1984-15, supra, the Commission applied

S441a(d) to a proposed undertaking by the RNC to produce an

advertising program critical of Democratic candidates prior to

and after the 1984 nomination of a Democratic candidate for

Cr President. The ads planned to feature the image of one of the

cr-- current Democratic presidential candidates along with that

17 candidate's statements regarding such issues as "the budget

deficit or governmental morality." Id. Each advertisement would

conclude with a visual audio appeal to "Vote Republican." Id.
C'

The Commission concluded that the limitations of 2 U.S.C.

S441a(d) would apply because "[tihe clear import and purpose of

these proposed advertisements is to diminish support for any

CC Democratic Party presidential nominee and to garner support for

whoever may be the eventual Republican Party nominee." The

Commission observed that expenditures may be made with respect to

6/ The courts have long viewed the Commission's advisory
opinion process as a 'prompt means of resolving doubts with
respect to t he statute's reach." Martin Tractor
Co. v. Federal Election Commission, 627 F.2d 37S5, 384 (D.C. Cir.
1980), cert. denied, 449 U.S. 954 (1980) (emphasis added).

A I
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the general election before the date of the primary election or

nomination and noted that "nothing in the Act, its legislative

history, Commission regulations, or court decisions indicates

that coordinated party expenditures must be restricted to the

time period between nomination and the general election." Id.

In Advisory Opinion 1985-14, supra, the issue was whether

expenditures for broadcast advertisements or mailings proposed by

the Democratic Congressional Campaign Committee were subject to

the 5441a(d) limitations. DCCC stated that it planned to begin a

program involving criticism of the records of individual

Republican members of the House of Representatives and of the

activities of Republican members of Congress as a class.

According to the advisory opinion request, some of the Republican

members might not be announced candidates for the election at the

time the DCCC advertisements were to run.

One of these proposed communications was a mailing which the

DCCC planned to send to the home district of certain Republican

M congressmen. Addressing by name specific Republican incumbents,

the mailing stated, "The wave of the future could be an oil spill

if Congressman X has his way!" Next to a picture of a giant oil-

derrick in the ocean spoiling a beachfront view was a list of the

named congressman's contributions from the oil industry. On the

back cover, the proposed text stated, "Don't be fooled by



Republican rhetoric. Save our coastal environment-" The back

cover concluded, "Let Congressman X know how you feel." In some

scripts, the text added the words "Vote Democratic." DCCC

indicated that its "proposed program [including the mailing] is

for the purpose of influencing the 1986 election process and that

these activities will be scheduled for [April] and for September

1985."1 Id.

In considering the proposed mailer, the Commission

CP1 specifically noted that "Congressmen will be identified by name,"

W that the text criticizes the position of those identified

Republican Congressmen on certain issues, and that the mailer

would be distributed to "part or all of the district represented

by the identified Congressman." Id. Citing Advisory Opinion

1984-15, the Commission stated that "the limitations of 5441a(d)

would apply where the communication both (1) depicted a clearly

identified candidate and (2) conveyed an electioneering message."

Id. The Advisory Opinion further stated that "electioneering

messages include statements 'designed to urge the public to elect

a certain candidate or party."' Id. quoting United States v.

United Auto Workers, 352 U.S. 567, 587 (1957) (emphasis added).

The Commission did not require in this advisory opinion and,

indeed, has never required that a Section 441a(d)(3) expenditure
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"expressly advocate" the election or defeat of a candidate.

See pages 4-5, supra. 7/

The Commission concluded that external factors su ch as the

context in which the communication was made, in addition to the

actual text of the communication, determine whether a particular

communication conveyed an electioneering message. Applying this

test, the Commission concluded that "1DCCC's expenditures for

producing and disseminating the mailer either with or

without the Vote Democratic statement will be subject to the

Act's limitations and attributable pursuant to 11 C.F.R. 106.1."

(emphasis added). Id.

7/ Nothing in the Supreme Court's recent opinion in Federal
Election Commission V. Massachusetts Citizens for Life, Inc.,

U.S. P_ 107 S. Ct. 616 (1986)("1MCFL") changes this result.
0 in an opinion issued six months after the Commission completed

MUR 2116, the Court found that in order to fall within the
an prohibitions of 2 U.S.C. 5441b, certain independent expenditures

by MCFL must contain "express advocacy." MCFL should not be read
cc for the proposition, however, that the term "expend iture", as

defined at 5431(9)(A)(i) and used at S441a(d)(3), has been
judicially amended to require "express advocacy." See pages 4-5,
sup ra.

Indeed, the Court's opinion in MCFL is readily
distinguishable from MUR 2116. MCFL's expenditures were
"independent"; they were not made in "cooperation or
consultation, with" any candidates or their authorized
committees. See 2 U.S.C. 5431(17). In MUR 2116, however, the
expenditures were not independent; the Supreme Court has
specifically recognized that "party committees are considered
incapable of making 'independent expenditures."' FEC v. DSCC,
454 U.S. at 28-29 n. 1.
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B.

The mailer proposed by the Democratic Congressional Campaign

committee in Advisory Opinion 1985-14 is mater.ial ly

indistinguishable from the mailing involved here. Based upon

this clear precedent, we believe that the mailer funded by the

National Republican Congressional Committee in MUR 2116 is

likewise subject to the S441a(d) limitation.

(1)

In accordance with the precedent established in Advisory

Opinion 1985-14 as well as Advisory Opinion 1984-15, the General

Counsel recommended that the Commission find reason to believe-

that the NRCC violated 2 U.S.C. 5441a(d). The General Counsel

correctly recognized the many clear similarities between the DCCC

O mailer in Advisory Opinion 1985-14 and the Rhode Island Citizens

mailer funded by the NRCC in MUR 2116:

C) The Rhode Island Citizens mailer identifies by
M. name a specific Democratic representative, Fernand
or, St Germain, just as the DCCC proposed to name a

specific Republican Congressman in its AO request.
Both mailers criticize the records of the
representative. The Rhode Island Citizens mailer
criticizes Representative St Germain for allegedly
using his public position to help wealthy
investors and thereby amass a multimillion dollar
personal fortune. The DCCC mailer criticizes a
named representative for his views on the coastal
environment and the oil industry. The Rhode
Island Citizens organization distributed its
mailer to Representative St Germain's first
congressional district constituents, just as the
Comm'ission assumed the DCCC would disseminate its
mailer to part or all of the district represented
by the identified Congressman.
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MUR 2116, General Counsel's Report at 6. The General Counsel

might have also mentioned the similarity of timing in the

distribution of the two mailers. In Advisory Opinion 1985-14,

DCCC planned to distribute the proposed mailer in April and

September, 1985. The NRCC-funded mailer was distributed to

Representative St Germain's district in December, 1985 -- even

nearer to the 1986 election than the DCCC mailer. 8/

As commonly happens in the comparison of any two matters,

there were differences in the factual situations presented by

Advisory Opinion 1985-14 and MUR 2116. The General Counsel

specifically noted that the mailer described in Advisory Opinion

qT 1985-14 contained the word "Republican" and a list of campaign

contributors to a named representative while the mailer in MUR

2116 did not. These are, however, distinctions without a

C difference.

With respect to the first suggested difference, Advisory

Opinion 1985-14 required only that there be a clearly identified

candidate; it did not require that there be a clearly identified

political party. The Advisory Opinion tracked the statutory

8/ If the NRCC had any doubts regarding the plain
applicability of Advisory Opinion 1985-14, it could have
requested an advisory opinion on the matter. The Commission
would have then been required to make such a request public, to
accept public comments and to issue a public opinion. Instead,
the NRCC proceeded to channel money to a group with an innocuous
name, the Rhode Island Citizens for Accountability in Government.
This group, consisting of two local Republican Party activists
and apparently in consultation with the NRCC, put out the mailer
in its own name. There was no mention of the NRCC on the mailer,
even though the NRCC seems to have provided the funding and
cleared the text.
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language which speaks in terms of "expenditures in connection

with the general election campaigns of candidates for Federal

of fice." 2 U.S.C. S441a(d)(1) (emphasis added). In both

Advisory Opinion 1985-14 and MUR 2116, there is a clearly

identified candidate. If the mailer in MUR 2116 had not

contained a reference to a clearly identified candidate, and had

only contained a reference to a political party, the disbursement

made for such a mailer would not be allocable under 5441a(d)(3).

However, the mailer in MUR 2116 attacked a clearly identified

candidate and, thus, the expenditure for the mailer is allocable

under 5441a(d)(3).

Moreover, there is clearly no requirement that the name of a*

major Political party must be present in order for there to be an

felectioneering message." Under that construction, a party-

funded mailer could avoid being considered an expenditure subject

to limitations so long as it avoided the magic word, i.e., the

name of the opposing political party. Certainly, such an absurd

result has no foundation in either the Act or the legislative

history.

With respect to the second difference posed by the General

Counsel we similarly note that there is nothing in Advisory

Opinion 1985-14 which requires that there be an explicit

reference to political campaigning in the mailer at issue.

However, to the extent th at there was a reference to political

campaigning in Advisory Opinion 1985-14, i.e., a listing of

campaign contributors, there was a like reference in MUR 2116.

% .61
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The NRCC funded mailer specifically alluded to political

campaigning When it stated:

In past years, public officials of both political
parties have given the public a complete financial
accounting of themselves.

Some who come quickly to mind are Richard Israel
when running for Attorney General, John Hawkins
for U.S. Senate, Joseph Garrahjy for Governor,
Vincent CfTihciY, Jr. for Mayor of Provid~ence, and
incumbent Mayor, Joseph Paolino, Jr.

(emphasis added). Plainly, the mailer's recitation of candidates

"1running for" election to various federal, state and local

offices, is an elect ion-related reference. The mailer further

states that Representative St Germain must disclose his taxes and

finances because "[tlo. do otherwise would bring an end to our

efforts to rid our government of corruption and those who seek

0 personal gain." Analyzing this statement about ridding the

V government of corruption, the General Counsel correctly found

0 that it "is a reference to an election in that one way to remove

W Congressman St Germain would be to vote him out of office."

(X1 MUR 2116, General Counsel's Report at 7.

(2)

After discussing the similarities and differences present in

Advisory Opinion 1985-14 and MUR 2116, the General Counsel

applied the Commission's two part test. First, the General

Counsel found that there was a "clearly identified" candidate.

As noted above, "1[tihe Rhode Island Citizens mailer identified by

name a specific Democratic representative, Fernand St Germain,
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just as the DCCC proposed to name a specific Republican

congressman in its AO request." Id.

Second, after considering the context in which the mailer

was made and the actual text of the mailer, the General Counsel

concluded that just as there was an electioneering message

present in Advisory Opinion 1985-14, "1[s~imilarly, the Rhode

Island Citizens mailing conveys an electioneering message thus

constituting a section 441a(d) expenditure by NRCC." Id. at 7.

That the mailer conveyed an electioneering message was reinforced

by statements from the NRCC field representative for 100 House

0 races for the northeast region of the country. After observing

that St Germain's congressional district was "one of 10 on which.

he [was] concentrating," the NRCC representative acknowledged

that "my job is to do whatever I can to get Republicans elected

to Congress and I choose vulnerable seats and I think Freddy St

Germain is more vulnerable than many people realize."

o Providence Sunday Journal, Oct. 20, 1985, reprinted in MUR 2116,

General Counsel's Report, Attachment 1 at 19. The NRCC

representative further acknowledged, "Any time we have a chance

to do something, we're going to do it." Less than two months

after this interview, the NRCC-funded mailer was distributed

throughout Representative St Germain's congressional district.

We believe that the General Counsel properly applied the

same two part test in MUR 2116 which was applied in Advisory

Opinion 1985-14. In our opinion, the General Counsel correctly

recognized that in both mailers there was a "clearly identified"
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candidate and an "electioneering message." Accordingly, we agree

with the General Counsel's recommendation to find reason to

believe that there was a violation of 2 U.S.C. S441a(d).

C.

Our decision that the NRCC expenditure for the St Germain

mailer is allocable under 5441a(d) rejects the notion that the

NRCC was engaging in some form of non-election activity. The

primary purpose of political parties and the congressional

candidate committees such as the National Republican

Congressional Committee,, is to support their party's candidates

and oppose the candidates of the rival party. Moreover, a.

finding that the expenditure by the NRCC in MUR 2116 was not

allocable under S441a(d) would create a serious loophole in the

5441a(d) limitations on party expenditures on behalf of

congressional candidates.

The goal of a political party is to win elections. The Act

reflects this basic understanding when it defines "political

party" solely in election-related terms:

The term "political party" means an association,
committee , or organization which nominates a
candidate for election to any Federal office whose
name appears on the election ballot as the
candidate of such association, committee, or
organization.

2 U.S.C. 5431(16). The courts have similarly noted that "[l he

party's ultim-ate goal ... is to obtain control of the levers of

government by winning elections...." Nader v. Schaffer, 417
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F.Supp. 837, 844 (D. Conn. 1976), aff Id. rnem, 429 U.S. 989

(1976). See also Rosario v. Rockefeller, 458 F.2d 649, 652 (2d

Cir. 1972), aff'd., 410 U.S. 752 (1973) (a political party is

composed of "individuals drawn together to advance certain aims

by nominating and electing candidates who will pursue those aims

once in !office."). Finally, a standard dictionary defines a

party as "an organized group which tries to elect its candidates

to office." Webster's New World Dictionary, College Edition

(1966).

Respondent NRCC was organized specifically to support

Republican Party candidates for elections to the United States

House of Representatives. The NRCC's primary activity is

fundraising and the subsequent expenditure of those funds in,

connection with House races.

The NRCC is composed of party and political professionals.

Their job is to win elections for House Republican candidates

and, conversely, to defeat the Democratic candidates. Surely it

would be naive to think that such political activities as the St

Germain mailer "are motivated at these levels by some academic

interest in 'democracy' or other public service impulse." See

Elrod v. Burns, 427 U.S. 347, 385 (1976)(Powell, J., dissenting).

As the NRCC readily acknowledges, its primary purpose is to "do

whatever [it] can to get Republicans elected to Congress."

Interview with NRCC Field Representative, Providence Sunday

Journal, Oct. 20, 1985, reprinted in MUR 2116, General Counsel's

Report, Attachment 1 at 19.



-20-

The purpose and ef fect of the NRCC funded mailer in MUR 2116

are palpable. Indeed, how can anyone, familiar with the

operation and purposes of political parties, conclude that a

mailer funded by the NRCC, clearly identifying by name a

Democratic incumbent Representative, targeted to the

Representative's district, attacking the record of the

Representative, and distributed less than a year before the

general election, was not "in connection with" a federal

election.

Moreover, to exempt such activity as the anti-St Germain

mailer from the S441a(d) limitations would create a large

loophole in S441a(d). Through that section, Congress sought to

"allow the parties to play a strong role in the electoral

process, while at the same time assuring that limitations are

placed on their activities." H.R. Rep. No. 93-1239, 93d Cong.,

2d. Sess. 157 (1974)(supplemental views of Rep. Frenzel). The

Congress's recognition of the need to impose some limitation on

party activity is clear from the legislative history. At one

point, the Senate passed an amendment proposed by Sen. Brock that

would have exempted committees such as the NRCC from the Act's

expenditure limits. 120 Cong. Rec. S5189-S5191 (daily ed.

Apr. 3, 1974). The Senate reversed itself, however, five days

later. 120 Cong. Rec. S5411-S5415 (daily ed. Apr. 8, 1974).

Successful'ly urging repeal of the Brock amendment, Senator Clark

noted the "loophole" created by the Brock amendment and stated,
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"To permit unlimited expenditures would be a serious mistake."

120 Cong. Rec. S5413, 85414 (daily ed. Apr. 8, 1974) (remarks of

Sen. Clark).

The importance of MUR 2116 is clear. The S441a(d)

limitations will become virtually meaningless if precedent is

ignored and targeted party expenditures such as the NRCC funded

mailer are allowed to be masked under the guise of generic non-

election related activity.

IV.

The rule of law depends in large part on adherence to

precedent. Fidelity to prior rulings takes the capricious

element out of law and provides stability and uniformity to the

cl decision-making process. It is only through an adherence to

V precedent that an institution may "transcend the moment" when

O facing the difficult problems which often confront it.

Green v. United States, 355 U.S. 184, 215 (1957).

In MUR 2116, the Commission abruptly ignored clear

precedent. As a result, +-he Commission finds itself in an

untenable position. There is simply no adequate justification

for concluding that the activities of the Republican Party in MUR

2116 do not constitute expenditures subject to the limits of

S44la(d), but that similar activities, when proposed by the

Democratic Party in AO 1985-14, would constitute expenditures

subject to §441a(d) limitations.
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Consistent with the Commission's prior rulings in Advisory

Opinions 1985-14 and 1984-15, we agree with the Commission's

General Counsel that there is "reason to believe that the NRCC

and RNC violated 2 U.S.C. S441a(d)."

Date April 5. 1998

Da-te Aplril 5. 1988

C)

VT

0N

Danny L. McDonald
Vice-Chairman

Cc mmi ssioner



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20401

q 4 VE~ WMay 13, 1988

Roger Allen Moore, Esquire
Chief Counsel
Republican National Committee
210 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116
Repubilican National
Committee and

N William J. McManus,
as treasurer

Dear Mr. Moore:

By letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by the Democratic Congressional Campaign
Committee against the Republican National Committee and William
J. McManus, as treasurer. Enclosed with that letter was a copy
of the General Counsel's Report.

Enclosed is a statement by Commissioners Elliott and
Josef iak explaining their votes in this matter and a statement of
Commissioners McDonald and McGarry explaining their votes. These

W6 documents will be placed on the public record as part of the file
in MUR 2116.

or.,,If you have any questions please contact Lee Andersen at
376-5690.

Sincerely,

Ile ro~

Lawrence M4. Noble
General Counsel

Enclosures



FEDERAL ELECTION COMMISSION1398
WASHINGTON. D.C 2043

Jan W. Baran# Esquire
General Counsel
Benjamin L. Ginsberg, Esquire
Legal Counsel
National Republican Congressional
Commit tee

320 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116
National Republican

0) Congressional Committee
and Jack McDonald, as
treasurer

Dear Messrs. Baran and Ginsberg:

By letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by the Democratic Congressional Campaign

C Committee against National Republican Committee and Jack
McDonald, as treasurer. Enclosed with that letter was a copy of
the General Counsel's Report.

Enclosed is a statement by Commissioners Elliott and
C!" Josefiak explaining their votes in this matter and a statement by

Commissioners McDonald and McGarry explaining their votes. These
documents will be placed on the public record as part of the file
in MUR 2116.

If you have any questions please contact Lee Andersen at
376-5690.

Sincerely,

Lawrence 14. Noble
General Counsel

Enclosures



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 204bi Mahy 13, 1988

Robert G. Flanders, Esquire
Edwards a Angell
2700 Hospital Trust Tower
Providence, R.I. 82903

Re: MUR 2116
John A. Holmes, Jr.

Mr. Flanders:

iletter dated June 17, 1986, the Office of the General
C Counse informed you of determinations made with respect to the
& ~complaint filed by the Democratic Congressional Campaign
0 Committee against John A. Holmes, Jr. Enclosed with that letter

was a copy of the General Counsel's Report.

Enclosed is a statement by Commissioners Elliott and
Josef iak explaining their votes in this matter and a statement by
Commissioners McDonald and McGarry explaining their votes. These

0 documents will be placed on the public record as part of the fileo in MUR 2116.

If you have any questions please contact Lee Andersen at
376-5690.

C-111,Sincerely,

ccn v
Lawrence M. Noble
General Counsel

Enclosures



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 My13, 1988

Robert F. Bauer# Esquire
Perkins Coie
1110 Vermont Avenue, N.W.
Suite 1200
Washington, D.C. 20005

Re: M4UR 2116

Dear Mr. Bauer:

C By letter dated June 17, 1986, the Office of the General

01 Counsel informed you of determinations made with respect to the
complaint filed by your clients against the following persons:
National Republican Congressional Committee and Jack McDonald, as
treasurer; Republican National Committee and William J0 McManus,
as treasurer, and John A. Holmes, Jr. Enclosed with that letter
was a copy of the General Counsel's Report.

C' Enclosed is a statement by Commissioners Elliot and Josef jak
explaining their votes in this matter and a statement of

Commissioners McDonald and McGarry explaining their votes. These

documents will be placed on the public record as part of the file
in HUE 2116.

If you have any questions, please contact Lee Andersen at
376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

Enclosures


