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FEDERAL ELECTION COMMIS$IQN
WASHINGTON. DC 20*3

~oember 10, 1965

MUIORANDUII

TO: Robert 3. Costa
Assistant Staff Director
Audit Division

THROUGH: John C. Surina
Staff Director

FROSI: Charles N. Ste
General Counse

SUBJECT: Proposed Interim Audit Report on the Nebraska
Democratic State Central Coinsittee

The Office of General Counsel has reviewed the Interim Audit

Report on the Nebraska Democratic State Central Commitee

(hereinafter "the Committee"). After consulting with the Audit

Staff, this Office has the following comments.

A. Re~ortin~ of Joint Fuadraisina Proceeds

The Audit Report correctly states that 11 C.F.R.

S 102.8(b) (1) and (2) require every person who receives a

contribution of $50 or less for a political committee which is

not an authorized committee to forward such contribution to the

treasurer of the political committee. The Report accurately

notes that under these sections, if the contribution exceeds $50,

such person shall forward: the contribution, the name and

address of the contributor; and the date of receipt of the

contribution; and if the contribution exceeds $200, such person

shall forward the contribution, the identification of the

contributor in accordance with 11 C.F.R. S 100.12, and the date

of receipt of the contribution.



The Audit Report is correct in stating that 11 C.F.R. S

104.3(a) requires that each report filed under 11 C.F.R. S 104.1

must disclose the total amount of receipts for the reporting

period and the calendar year. and shall disclose the information

set forth at 11 C.V.R. S 104.3(a) (1) through (4).

The Audit Report correctly states that 11 C.F.R. S

104.3(a)(i) requires that each report disclose the identification

of each contributor whose contribution or contributions aggregate

in excess of $200 per calendar year, together with the date of

receipt and the amount of any such contributions, as well as the

aggregate year to date total for such contributor.

The Audit Report is correct when it notes that Advisory

Opinions 1977-20, 1979-12, and 1979-75 deal specifically with

joint fundraising by federal and non-federal committees. The

Report correctly states that in the Advisory Opinions, the

Commission announced that a special transmittal account must be

used for receipt and disbursement of the fundraising proceeds.

In addition, the report correctly states that Advisory Opinion

1979-12 warned that the participating federal committee must pay

its proportional share of the fundraising expenses in order to

avoid the occurrence of a contribution in-kind by the non-federal

committee.

The Audit Report states that the Committee received two

transfers totalling $12,000 from the Governor Kerry Committee,
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and that the Committee participated in a joint fundraiser with

the Governor lorry committee after verbally agreeing that 25% of

the proceeds would go to the Committee, while the Governor lorry

Committee would receive 75%. The Report notes that the Committee

did not provide any further information or documentation with

respect to 1) gross proceeds9 which data is necessary to insure

permissibility of contributions and compliance with the

recordkeeping and reporting requirements of the Act/Regulations;

2) allocation or payment of expenses, including start-up costs;

or 3) the terms of the fundraising agreement. Accordingly, the

report states, the Audit Staff could not determine the

permissibility of the funds received ($12,000), the extent of any
0

reporting violations, and the need of the Governor Kerry
4"

Committee to register.

Assuming that the report accurately states the facts, then

it follows that the Committee has failed to report as required

under 11 C.F.R. S 102.8(b) and 104.3(a). Additionally, it is

possible that the Committee has failed to comply with Advisory

Opinions 1977-20, 1979-12, and 1979-75.

Accordingly, we agree with the Audit Staff's recommendations

with respect to reporting of joint fundraising proceeds.

B. Excessive Contributions

The Audit Report correctly states that 2 U.S.C.

441a (a) (1) Cc) dictates that no person shall make contributions to

I



any other political cositt~e ** ~ ~al.ndar y'at, vbicb in the

aggregate, @10.04 $5,000.

In addition, the Audit aePort o*rrectly st~es that 2 U.S.C.

S 431(8) (A) Ci) dot ine~ tb term 3@o~~ttbution as auiy gift,

subscription, loan, adva#&oe, or 4p@Bit of money or anything of

value made by any person for the p~arpose of influen~ifl9 any

election for Federal Office.

The Audit Report details the contribution histories of three

individuals, each of whom appear to have exceeded the $5000

limitation of S 441a(a)(l)(c). According to the report, the

Committee has refunded the excessive contributions in two of the

three cases. In the third case, the report states, the Committee

has yet to refund the remaining portion of the excessive

contribution, such unrefunded portion totalling $128.

Assuming the Audit Report accurately states the facts, then

it appears that S 441a(a) (1) (c) was violated. Accordingly, we

agree with the Audit Staff's recommendation that the Committee

1) provide evidence that the individuals did not exceed the

contribution limitation, 2) refund the remaining excessive

contribution of $128, and 3) provide a copy of both sides of the

cancelled check.

C. Disclosure of Earmarked Contributions

The Audit Report correctly states that 11 C.F.R. S 110.6(b)

defines the term 'earmarked" as a designation, instruction or

I
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encumbrance which results in all or any part of a contribution or

expenditure being made to, or *zpa*ded ~ behalf o~. a clearly

identified candidate or candidate's awtborised cosuittee.

The Audit Report correctly states that 13 C.V.R. S 110.6(c)

requires the intermediary or conduit of the earmarked

contribution to report the original source and intended recipient

of the contribution to the Commission.

Vurther, the Audit Report correctly states that 11 C.F.R. S

110.6(c) (4) (ii) requires that the reports shall contain the

amount, date, and the intended recipient as designated by the

contributor.

The Audit Report notes that the Committee received 68

contributions earmarked to candidates from unregistered local

organizations, totalling $13,470.41. With respect to 66 of these

contributions, totalling $12,470.41, the report states that the

Committee failed to disclose the intended recipients of the

contributions on its receipt Schedule A's.

Assuming that the Audit Report's statement of these facts is

accurate, then the Committee violated S 110.6(c). Therefore, we

agree with the Audit Staff's recommendation that the Committee

amend its reports to disclose the intended recipients of the

earmarked contributions.

D. Disclosure of Transfers

The Audit Report correctly states that 2 U.S.C. S

434(b) (3) (D) requires that each report under this section shall

I
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disclose the identification of each affiliated committee which

makes a transfer to the reporting committee during the reporting

period.

The Audit Report states that the committee received 77

transfers totalling $16,537.67. According to the Audit Staff ,

five of the transfers were received from affiliated committees,

totalling $8,366, and were not itemized. Additionally, the

report notes that the dollar percentage of the errors is 50.86%.

Assuming that the Audit Report accurately states the

relevant facts, the Committee violated S 434(b). Consequently,

we agree with the Audit Staff's recommendation that the Committee

file amended reports to disclose such transfers.

Attachment
Proposed Interim Audit Report

1
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FIORU EU CT1OW cOMe'.tss~oe~ ASS-23

ZUTUIXE u?0 0113 ADZt S~?U~OU
4.uusMSUh DSIUKRAUt ~AtR awem CSm33

A. 2xauls.v
This r E t is ba~4 om an audit of the Nebraska

Democratic State ntra2 Camittee (tbe Cittee'), undertaken
b~ the Audit Division of the Weera3 Ilectios Camission in

0 accordance vith ~he peovistons *1 the tee~*~. Ul~tLos Cinpaign
Lot of 1971, as handed (th Lot') * Y~.e eA$tt tS uduoted
pursuant to Section 436(b) ** 'title 2 of the P~ii~~ 5~at* Codewhich states, in pert, that the Casision may onduo~ audits and

C, ___________

The Committee registered vith the Clerk of the louse of
Representatives on April 17, 1972 as the State Committee of the
Democratic Party of l~raska and is a multicandidate committee as
defined in Section 44la(a) (4) of Title 2, United States Code.
~he Committee maintains its headquarters in Lincoln, Nebraska.
The audit covered the period January 1, 1963 through December 31.1984. The Committee reported an opening cash balance on January
1, 1983 of $745.55, total receipts of $440,928.33i total
disbursements of $440.S5l.95u an~ a closing cash balance on
December 31, 1964 of $1,133.23. A!

This audit report is based on documents and york papers
which support each of its factual statements. They form part of
the record upon which the Cmission based its decisions on the
matters in the report and vere available to the Commissioners and
appropriate staff for review.

1/ The reported totals do not calculate correctly due to an
adjusting entry made by the Committee to the reported
closing balance.



S. Rev Fersonnel

The Treasurer of the Committee 4,a~~g6th@ poriod

coveted by the audit was Christopher Uaut)et. A!
C. Scooe

rho Audit included such tests as ve:Ittoati@ft of total
reported receipts and expenditures and individual tiansa@tions~
review of required supporting documentationg an*2y*i5 of
Committee debts and obligationsi and such otbet audit procedures
as deemed necessary under the circumstances.

U. Audit Findinas and Recommendations

A. Reoortino of Joint Fundraisino Pr~i~dS 1/
Sections 102.8(b) (1) and (2) of Title 11, Code of

Federal Regulations state, in part, that every pqts*a who
receives a contribution of $50 or less for a po3~it Loal committee
which is not an authorized committee shall forward siaeh
contribution to the treasurer of the political committee. If in
excess of $50 such person shall forward: the contributionu the
name and address of the contributors and the date of receipt of
the contribution. If the amount of the contribution is in excess
of $200, such person shall forward the contrib~ition, the
identification of the contributor in accordance with 11 CFR
100.12, and the date of receipt of the contribution.

Section 104.3(a) of Title 11, Code of Federal
Regulations, states, in part, that each report filed under 11 CFR
104.1 shall disclose the total amount of receipts for the
reporting period and the calendar year and shall disclose the
information set forth at 11 CFR 104.3(a) (1) through (4).

Section L04.3(a) (4) (i) of Title 11, Code of Federal
Regulations states, in part, each report shall disclose the
identification of each contributor and the aggregate year-to-date
total for such contributor whose contribution or contributions
aggregate in excess of $200 per calendar year, together with the
date of receipt and the amount of any such contributions.

~/ According to Comittee officials, Marsha Malone became
Treasurer as of August/September 1984u however, the
Committee has not amended its Statement of Organization to
reflect the change.

1/ Citations used in this Finding refer to sections of Title
11, Code of Federal Regulations~ in effect during the period
of the activity (January-June, 1983).
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Advisory Opinions 1977-20, 1979-12, and 1979-75 deal
specifically with joint fundraising by federal and non-federal
committees. In the three Advisory Opinions, the Commission
stated that a special transmittal account must be used for
receipt and disbursement of the fundraising proceeds. Further,
Advisory Opinion 1979-12 warned that the participating federal
committee must pay its proportional share of the fundraising
expenses in order to avoid the occurrence of a contribution in-
kind by the non-federal committee.

The Committee received t~ transfers totaling $12,000
($5,000 on 2/10/83 4' $7,000 on 6/30/83) from the Governor Kerrey
(Gubernatorial) Committee. According to a committee official,
the Committee participated in a joint fundraiser with the
Governor Kerrey Committee and it was verbally agreed prior to the
fundraiser, that the proceeds ~uld be split 25% for the
Committee and 75% for the Governor Kerrey Committee. The
Committee could not provide any further information regarding
this matter.

It is the opinion of the Audit staff that since the
funds were disbursed from the Governor Kerrey Committee's
account, the Governor Kerrey Committee acted as the fundraising
agent. It should be noted that the Governor Kerrey Committee is
not a registered political committee.

The Committee could not provide the requested
information/documentation necessary to determine the following:

0 information with regard to 9ross~roceeds to insure
permissibility of contributions and compliance with
the recordkeeping and reporting requirements of the
Act/Regulations; and

0' 0 allocation/payment of expenses, including start-up
costs.

Since the Committee could not provide the above
information/documentation, the Audit staff could not determine if
the funds received ($12,000) were permissible, the extent of any
reporting ~olations, and status of the Governor Kerrey
Committee. 21

SI On July 13, 1983, an official of the Governor Kerrey
Committee notified the Committee in writing that the
proceeds represented individual contributions, i.e., not
corporate, labor or MC donations.

.~/ Receiving (depositing) and transferring the proceeds of the
fundraising event and paying the Committee's share of the
any start-up costs may have resulted in the Governor Kerrey
Committee exceeding the threshold for registration as a
political committee.
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The Audit staff recommends that, within 30 days of
receipt of this report, the Committee obtain and submit
documentation which supports the folloving:

* the t of the fundraising agreement (Vritten or

* the gross Lroceed! of the fundraising event (i.e., a
listing of all contributors and related information
required by 11 CIa S 102.S(b)(l))i

* a schedule of the total expenses for the fundraising
event (including identification of those expenses
considered to be start-up costs and copies of canceled
checks representing the total costs).

Further recommendations may be made as a result of our
review of the requested material.

B. Excessive Contributions

Section 441a(a) (1) (C) of Title 2, United States Code,
states that no person shall make contributions to any other
political committee in any calendar year, which in the aggregate,
exceed $5,000.

C,
Section 431(8)(A)(i) of Title 2, United States Code,

states, in part, that the term contribution includes any gift,
subscription, loan, advance, or deposit of money or anything of
value made by any person for the purpose of influencing any
election for Federal office.

The Audit staff identified t~ individuals who co-
signed a loan for $15,000 on December 10, 1984. The value of
each individual's endorsement for the Committee's loan equaled
$7,500. Thus, a contribution in the amount of $7,500 was made by
each individual via the endorsement of a Committee loan.
Further, each endorser made direct contributions to the Committee
of $503 and $175. After allowance for the $5,000 contribution
limit for each individual, the excessive portions total $3,003
and $2,675 respectively, through April 8, 1985 (see Exhibit A).

On April 9, 1985, the Committee made a loan repayment
of $5,750, which resulted in each endorsement being reduced by
$2,875. However, one endorser's aggregate contributions still
exceeded the limitation by $128 ($3,003 - 2,875), while the other
endorser is now within the limitation (see Exhibit A).

I



Zn addition, the Audit staff identified an individual
who endorsed a bank loan for $3,333.33, on November 17, 1963.1/
The amount of the loan endorsement, direct contributions and a
personal loan resulted in this individual exceeding the
limitation by $683.33. Subsequent loans and another loan
endorsement increased the excessive portion to $3,863.33.
Further, the committee has made payments on the outstanding loans
which resulted in the individual's contributions now being vithiui
the limitation (see Ixhibit 5).

made a Vinall~, the Audit staff identified an individual who
personal oan to the Committee of $7,000 on September 30,

1983, which resulted in the limitation being exceeded by $2,000.
On November 21, 1983, the Committee repaid the entire outstanding
balance of $7,000.

The Committee official chose not to respond at this
time. The Committee was presented with a schedule identifying
the contributors whose contributions exceeded the limitation.

Recommendation

The Audit staff recommends that, within 30 days of receipt
of this report, the Committee provide evidence to show that the
individuals have not exceeded the contribution limitation or
refund the remaining excessive contribution of $128 and provide a
copy of the cancelled refund check (front and back).

C. Disclosure of Earmarked Contributions

Section 110.6(b) of Title 11, Code of Federal
Regulations, states, in part, that earmarked means a designation,
instruction or encumbrance which results in all or any part of a
contribution or expenditure being made to, or expended on behalf
of, a clearly identified candidate or candidate's authorized
committee.

Section 110.6(c) of Title 11, Code of Federal
Regulations, states, in part, that the intermediary or conduit of
the earmarked contribution shall report the original source and
intended recipient of the contribution to the Commission.

~/ This individual is also one of the endorsers of the $15,000
loan (in 1984) noted above.

I
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Further, Section 11O.#(C)(4)(ii) of Title U, Code of
Federal aegulations, states. in part, that the reports shall
contain the amount, date end the intended recipient as
designated by the contributor.

The Committee received ES contributions earmarked to
candidates from unregistered local or9MisatWnS. totaling
$13470.41.Z/ The Audit staff noted that for 66 earmarked
contributions, totaling $12,470.41, the Committee failed to
disclose the intended recipients of the contributions on its
receipt Schedule A's. It should be noted that the committee
properly disclosed the disbursement of these funds to the
intended recipients.

The Committee official chose not to respond at this
time. The Audit staff presented the Committee with schedules
identifying the 66 earmarked contributions.

Recommendation

The Audit staff recommends that, within 30 days of receipt
of this report, the Committee amend its reports to disclose the
intended recipients of the earmarked contributions.

0 D. Disclosure of Transfers

Section 434(b) (3) CD) of Title 2, United States Code,

states, in part, that each report under this section shall
disclose the identification of each affiliated committee which
makes a transfer to the reporting committee during the reporting
period.

The Committee received 77 transfers totaling
$16,537.67. The Audit staff identified 5 transfers received from
affiliated committees, totaling $8,366, which were not itemized
by the Committee. The dollar percentage of the errors is 50.86%.

The Committee official chose not to respond at this
time. The Committee was presented with a schedule identifying
the transfers noted above.

Recommendation

The Audit staff recommends that, within 30 days receipt of
this report, the Committee file amended reports to properly
disclose the transfers.

2/ The Committee chose to deposit the earmarked contributions
and issue its own checks to the intended recipients.

I



Uzbibit A

$7,500.00TiOR 3~6orse~ent (l2/64)

Dir@t Contributions
(2/84-10/64)

Total

Less:

Individual Limitation

Uzcessive Portion

Less:

$8,003.00

2s22L2fl
$3,003.00

Loan Repayment (total
$5,750 - 4/85)

Outstanding Excessive Portion

2.875.00

$ 128.00

David Newell

Loan Endorsement (12/84)
Direct Contributions

(3/84-11/84)

$7,500.00

175 .00

$7,675.00Total

Less:

Individual Limitation

Excessive Portion
Less:

Loan Repayment (total
$5,750 - 4/85)

Outstanding Excessive Portion

5,000.00

$2,675.00

2,875.00

$ -0~-



1983 ConttibRttO

Type of
Act ivitv

Exhibit I

3$st@:y of ?i~~* gohimek

Amount inExcess of
RISI

Cant: ibution

Cant: ibut ion

Cant: ibution

personal Loan

Loan
Endorsemeflt

Loan
Repayment

personal Loan

personal Loan

Loan
Repayment
Loan
Endorsement
Loan
Repayment
Loan
Repayment

4/7/63

6/23/63

10/20/83

11/ 3/S 3

11/17/83

11/21/63

12/5/83

12/16/83

12/20/83

12/20/83

3/12/84

3/19/84

$ 200

100

250

2,000

3,333.33

(2,000)

1,000

1,000

(2,000)

5,000

(333.33)

(5,000)

$ 200

300

550

2,550

5,883.33

3,883.33

4,883.33

5,883.33

3,883.33

8,883.33

8,550

883.33

883.33

3,883.33

3,550

3,550
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fl~ th Nt~.X of

I*~t~r1a Au&Lt Ilport Nebraska
~~Q4~WtiC 5~t Central
Co~~Lttee

M5.u'23

CZRTIFICA~ZOU

I, Marjorie w. zimons, recording secretary for the

Federal Election Commission executive essi~n of

January 8, 1986, do hereby certify that the Coiiuuissiofl

decided by a vote of 6-0 to approve the Interim Audit

Report Nebraska Demoratic State Central Committee, as

submitted under staff memorandum dated December 12, 1985.

Commissioners Aikens, Elliott, Harris, McDonald,

McGarry, and Josef jak voted affirmatively for the

decision.

Attest:

i.../o-f6
Date

Secretary of the Commission
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PEO~RAL ELECTION COMMISSION
WASI4*!eGTO.% 0 C ~4i

~R~MVUL TO: ~3URT COSTA

.'RAIJORXE ~. E~iONS/ CHERYL A * FLEMING

DAT2: MARCH 7, 1986

SU3JZC~: O3ii7ZCTION FINAL AUDIT REPORT ON THE NEBRASKA
DEMOCRATIC STATE CENTRAL COMMITTEE
DATED MARCH 5, 1986

The above-named document ~as ci:~Latsd ~o ~e

en Co±suion ~ursday, March 6, 1986 at 11:00 A.M.

C
Objections save been received f~ t~e Co=±ss±one:s

- as id±ca~ed by t~e ~a~e(s) ckecked:

Coissione: A±cens ____________

O C±ssione: .liott _____________

coiss ion.: !a.is ____________

CO=.SS.OC: OSG'~C X

Cc±ss ione: :'!czcna3.d _____________

Czissio~e: 'ZGa.zv ______________

~±s ~at~e: w:2J. be placed 0% ~e ~vec'.~ive Sessi:~

aqenda. fo: Tuesday, March 18,1986.

?1.ease advise t~e Office of Coission Secreta~~ i~ wri::~.

~o Later than LO:00 A.M. on Friday March 14. 19R~ ~O W~II

:e;resent your Division before the Coissicn on tn~s ~

(P~..rs~a~t to Directive ~L7)

3



5U053 !IE3 FEDERAL 3LCY~W C0ISSZS8Z~

Zn the ~ og

hAS1 &U$t Rqp@tt Nebraska A85'23
kmttt@ State Central )
C@-~tte.

CERTZFZCATZOU

I e Marjorie V. ~Ofl51 recordiq secretary for the

Federal Election Comeiss ion executive session of March 18,

1986 ~ Go hereby certify that the cozaission decided by a

vote of 6-0 to approve the Final Audit Report - Nebraska

Democratic State Central Comeiittee as submitted under

staff memorandum dated March 5, 1986.

Couuissioners Aikens, Elliott, Harris, Josef iak,

McDonald, and McGarry voted affirmatively for the decision.

Attest:

Date Marjorie V. ~ons
Secretary of the Commission

*



9~*DERAL iIm*
WASHINCTON~ D.C.

4~i~

N

cu&u~as N. I
GENERAL COW

JOHN C. SUR~
STAFF DIUNCI

ROBERT J. CC
ASSISTANT SI
AUDI? DIVIS2

NEBRASKA DES
CENTRAL CONS

On March 18, 1986, the Comiu
Audit Report of the Audit Diviai~
Attached at Exhibit A is a matter ~
which the Commission also voted to~
review and consideration.

Should you have any questions regarding this matter,
contact Tom Nurthen or Rick Nalter at 376-5320.

~ittee.
[APt Report
for

please

Attachment as stated
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Page 1 of 4

Re~ortin~ of Joint Fundraisin@ Proceeds V
Sections 102.8(b) (1) and (2) of Title 11, Code of Federal

Regulations state, in part, that every person who receives a
contribution of $50 or less for a political committee which is
not an authorized committee shall forward such contribution to
the treasurer of the political committee. If in excess of $50
much person shall forward: the contributioni the name and address
of the contributor p and the date of receipt of the contribution.
If the amount of the contribution is in excess of $200, such
person shall forward the contribution, the identification of the
contributor in accordance with 11 CFR 100.12, and the date of
receipt of the contribution.

Section 104.3(a) of Title 11, Code of Federal Regulations,
states, in part, that each report filed under 11 CFR 104.1 shall

co disclose the total amount of receipts for the reporting period
and the calendar year and shall disclose the information set
forth at 11 CFR 104.3(a) (1) through (4).

Section 104.3(a) (4) Ci) of Title 11, Code of Federal
Regulations states, in part, each report shall disclose the
identification of each contributor and the aggregate year-to-date

0 total for such contributor whose contribution or contributions
aggregate in excess of $200 per calendar year, together with the
date of receipt and the amount of any such contributions.

Advisory Opinions 1977-20, 1979-12, and 1979-75 deal
specifically with joint fundraising by federal and non-federal
committees. In the three Advisory Opinions, the Commission

C stated that a special transmittal account must be used for
receipt and disbursement of the fundraising proceeds. Further,
Advisory Opinion 1979-12 warned that the participating federal
committee must pay its proportional share of the fundraising
expenses in order to avoid the occurrence of a contribution in-
kind by the non-federal committee.

1/ Citations used in this Finding refer to sections of Title
11, Code of Federal Regulations, in effect during the period
of the activity (January-June, 1983).

5



Exhibit A
Page 2 of 4

The Committee received tvo transfers totaling $12,000
($5,000 on 2/10/83 + $7,000 on 6/30/83) from the Governor Kerrey
(Gubernatorial) Committee. According to a Committee official,
the Committee participated in a joint fundraiser with the
Governor Kerrey Committee and it was verbally agreed prior to the
fundraiser, that the proceeds would be split 25% for the
Committee and 75% fort the Governor Kerrey Committee. The
Committee could not provide any further information regarding
this matter.

It is the opinion of the Audit staff that, since the funds
were disbursed from the Governor Kerrey Committee's account, the
Governor Kerrey Committee acted as the fundraising agent. It
should be noted that the Governor Kerrey Committee is not a
registered political committee.

The Committee could not provide the requested
information/documentation necessary to determine the following:

* information with regard to gross proceeds to insure
permissibility of contributions 1/ and compliance with
the recordkeeping and reporting requirements of the
Act/Regulations~ and

o allocation/payment of expenses, including start-up
costs.

Since the Committee could not provide the above
information/documentation, the Audit staff could not determine if
the funds received ($12,000) were permissible, the extent of any
reporting v i1olations, and status of the Governor Kerrey
Committee.3'

2/ On July 13, 1983, an official of the Governor Kerrey
Committee notified the Committee in writing that the
proceeds represented individual contributions, i.e., not
corporate, labor or PAC donations.

3/ Receiving (depositing) and transferring the proceeds of the
fundraising event and paying the Committee's share of any
start-up costs may have resulted in the Governor Kerrey
Committee exceeding the threshold for registration as a
political committee.
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Exhibit APage 3 of 4

The Audit staff recommended that, within 30 days of receipt
o~ this report, the Committee obtain and submit documentation
~idch supports the following:

* the terms of the fundraising agreement (written or
verbal).

* tbe gross proceeds of the fundraising event (i.e., a
listing of all contributors and related information
required by 11 CFR S 102.8(b)(l))v

* a schedule of the total expenses for the fundraising
event (including identification of those expenses
considered to be start-up costs and copies of canceled
checks representing the total costs).

o On February 27, 1986, the Committee responded, in part, that

Because the Democratic Party traditionally
has used this event as a way of raising funds
for its state activities, a verbal agreement
was made between the governor-elect and the
chair of the Nebraska Democratic Party that

0 25% of the net proceeds would go to the
Nebraska Democratic Party to help support
its non-federal activities. In fact, the
Nebraska Democratic Party has given
substantial sums of money to the Kerrey
Committee during the campaign the preceeding
year

C
The Nebraska Democratic Party had no costs
associated with the event, including start-up
costs. It was solely a Kerrey Committee event
designed to help overcome its campaign debt.

The Nebraska Democratic Party clearly made an
error associated with this event by depositing
the money given to the Party from the Kerrey
Committee in its federal account. It quite
obviously should have been deposited in the
Nebraska Democratic Party's non-federal
account, as the event and subsequent monies
had nothing to do with federal activities.

5-



Exhibit A
Page 4 of 4

As a result, the Nebraska Democratic Party
is willing to go back and make the appropriate
bookkeeping transfer to put the money in its
non-federal account. "j/

The Committee further stated that,.since the inaugural ball
was solely 'a Kerrey Committee event, with all costs associated
with the event taken care of by the Kerrey Committee, the
information requested of the Nebraska Democratic Party in the
audit recommendations is unavailable to them.

It should be noted that the Committee has not submitted
information with respect to the gross proceeds of the fundraising
event or a schedule of the total expenses for the fundraising
event (including start-up costs) as recommended.

Recommendation

The Audit staff recommends this matter be referred to the

Office of General Counsel for further action.

±1 The full text of the Committee's response can be found at
Attachment I.



0

REPORTING OF JOINT FUNDRAISINO PROCEEDS

Terms of Fundraising Agreement. Traditionally, the inauguration
ball of a governor-elect has been done by the Nebraska Democratic
Party. After the 1982 election, however, the Kerrey Caupaign
Comittee had a sizable campaign debt. The governor-elect, therefore,
decided to have the Kerrey Caunittee hold the inauguration ball.

Because the Democratic Party traditionally has used this event as
a way of raising funds for its state activities, a verbal agreementwas made between the governor-elect and the chair of the Nebraska
Democratic Party that 25% of the net proceeds would go to the Nebraska
Democratic Party to help support its non-federal activities. In fact,the Nebraska Democratic Party had given substantial stas of money to
the Kerrey Coninittee during the campaign the preceeding year.

~0
The Nebraska Democratic Party had no costs associated with the

event, including start-up costs. It was solely a Kerrey Committee
event designed to help overcome its campaign debt.

~i~eids of the Fundraising~ii~t. 'The Nebraska Democratic PartyclearIFi~i an error associate~TiiE~ this event by depositing the
C-, money given to the Party from the Kerrey Committee in its federalaccount. It Quite obviously should have been deposited in theNebraska Democratic Party ~s non-federal account, as the event andsubsequent monies had nothing to do with federal activities.

As a result, the Nebraska Democratic Party is willing to go back
and make the appropriate bookkeeping transfer to put the money in its
non-federal account.

3-
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The Nebraska ~ Party accepts full responsibility fb,'
this error. The Nebraska Democratic Party should have known full veilthat the Kerrey Committee was not a registered political @inittee
with the Federal Election Commission, and should have taken eareful
note of this and the fact that this event was a non-federal activity
and deposited all monies in its non-federal account.

Because the Nebraska Democratic Party did not in fact deposit the
money in its non-federal account, the Nebraska Democratic Party asanother option is willing to simply pay back the Kerrey Committee
$12,000 for its mistake to correct this matter.

Because the Kerrey Committee had no knowledge this mistake hadhappened, nor did it have any ability to prevent this mistake fk'o
happening, (since the Nebraska Dinmocratic Party deposits its 5Et)checks), it seems duly unfair in our opinion to now bring the KerreyCommittee under federal election requirements when it was our mistake
and when it was entirely a non-federal activity. The Kerrey
Committee, I - sure, does not want to be treated as a registered
political committee with the Federal Election Commission as it is astate committee, and had it known that the Nebraska Democratic Party,
through negligence, would cause this unnecessary problem for the
Kerrey Committee, Iinsureitwouldnothavegivenanymoneytothe
Nebraska Democratic Party.

Since the inaugural ball was solely a Kerrey Committee event,
with all costs associated with the event taken care of by the KerreyCommittee and only a net percentage check given to the Nebraska
Democratic Party to simply help support the Nebraska Democratic Party

7 in its non-federal activities, the rest of the information requested
of the Nebraska Democratic Party in the audit recommendations isunavailable to us. The Nebraska Democratic Party has no books on thismatter, except a net percentage check from the Kerrey Committee.

The Nebraska Democratic Party would like advice from the Federal
Election Commission on how it should proceed with this matter, and
whether either of the options listed above are sufficient to address
the matter in question.
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DATE AND TIlE OF ~RSSWtAX. __

DY OGC TO THE COSSS~OWs am *YA# NS33~:

SOURCE OF MUR: I U 5, Bk I YU D *0
--

RESPONDENT'S NAME: !j~taska P oct~i.Q %i~at. Central CoumiY~ee1~
Matota Malone, tt*as~sr.r

RELEVANT STATUTES: U C.F.R. S 1025(a) (1) (i)i 2 U.S.C. S 441b

INTERNAL REPORTS

CHECKED: C Index
FEDERAL AGENCIES

CHECKED: None

UMY!O OF TEE NWME3

This matter was referred to this Office by the Audit

Division. In November, 1982, Dab Kerrey was elected Governor of

Nebraska. After the election, the Governor Kerrey Committee

(hereinafter "the Kerrey Committee') and the Nebraska Democratic

State Central Committee (hereinafter 'NDSCC") decided to conduct

a fundraising inaugural ball.

As NDSCC states, "because the Democratic Party traditionally

has used this event as a way of raising funds for its state

activities, a verbal agreement was made between the governor-

elect and the chair of the Nebraska Democratic Party that 25% of

the net proceeds would go to the Nebraska Democratic Party to

help support its non-federal activities.' On February 10, 1983,

the Kerrey Committee transferred five thousand dollars ($5,000)

in proceeds from the ball to NDSCC. On June 30, 1983, the Kerrey

Committee sent an additional seven thousand dollars ($7,000) to

6
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NDSCC. NDSCC deposited these amounts into its federal account.

In explanation, the respondents state:

The Nebraska Democratic Party clearly made an
error associated with this event by
depositing the money given to the Party from
the Kerrey Committee in its federal account.
It quite obviously should have been deposited
in the Nebraska Democratic Party's non-
federal account, as the event and subsequent
monies had nothing to do with federal
activities.

(See Attachment I, page 7). For this reason, it appears that

this transaction was the result of a mistake rather than any

intent to evade the law. Accordingly, the recommendations in

this report are not coextensive with those which appeared in the

Final Audit Report on NDSCC.

SWUSARY OF ALLUGATIOWS

NDSCC deposited funds collected for non-federal purposes

into its federal account, and hence it appears that NDSCC

violated S 102.5(a)(l)(j.). Because Nebraska law permits

corporations and labor organizations to contribute to state

candidates, it appears that NDSCC has also violated 2 U.S.C.

S 441b.

FACTUAL AND LEGAL ANALYSIS

Section 102.5(a) (1) (i) provides that only funds subject to

the prohibitions and limitations of the Act shall be deposited

into a separate federal account created under that section.

NDSCC and its treasurer, Marcia Malone, deposited money collected

by the Kerrey Committee for non-federal purposes into its federal

6
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account. Thus, it appears that WVSCC and Marcia Malone violated

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

Because Nebraska law permits labor unions and corporations

to contribute to a non-federal aooount, it appeat* likely that

NDSCC violated 2 U.s.c. S 441b by accepting the funds in question

and depositing them into its fedetal account.

Therefore, the Office of the General Counsel rocomends that

the Commission find reason to believe that the respondents

violated 2 U.S.C. S 441b and 11 C.F.R. S 102.5(a) (1) (i).

RUCOUUUMT!OU

1. Find reason to believe that the Nebraska Democratic State
Central Committee, and Marcia Malone, treasurer, violated
2 U.s.c. S 441b and 11 C.F.R. S 102.5(a) (1) (i).

2. Approve the attached Factual and Legal Analysis.

Charles N. Steele
General Counsel

______________________ BY'L~Lawrence

Deputy General Counsel

Attachments
I., II. Referral Materials
III. Summary of Reason to Believe Finding
IV. Proposed Letter to Malone

6
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Attachment (U) Z ~

have been removed from this

position in Public Record File.

See Index Item(s)~

6



FE0~RAL ELECTION COMMISSION
WAS4tNGTON DC ~O463

TO:

FROM:

DAT5~

SUBJECT:

CHARLES N. STEELE
GENERAL COUNSEL

MARJORIE W. 366058/CHERYL A. FLEMING C~1'
NOVEMBER 5, 1986

OBJECTION TO 14UR 2153 - FIRST GENERAL COUNSEL'S
SIGNED OCTOBER 31, 1986

The above-captioned document was circulated to the

Commission on Monday, November 3, 1986 at 11:00 A.M.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner

Commissioner

Conimis sioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josef iak

McDonald

McGarry

Thomas

This matter will be placed on the Executive Session

agenda for Tuesday, November 18, 1986.

x

x



3*FOUN THU FhI~UML zir.ucuow COWISS ION

Zn the Mstt*t of ))
W.bE~~ka D~o~atiO State Cent xal ) M~R 2153

~ Malone, Treasurer )

C31~TZFICATION

I, Marjorie W. EriwuOnS, recording secretary for the

Federal Election Commission executive session of November 18,

1986, do hereby certify that the Comms ision decided by a vote

of 5-0 to take the following actions in MUR 2153:

1. Find reason to believe that the Nebraska
Democratic State Central Committee and
Marcia Malone, treasurer, violated 11 C.F.R.
S 102.5(a) (2).

2. Direct the Office of General Counsel to send
an appropriate legal and factual analysis.

3. Direct the Office of General Counsel to send
an appropriate letter.

Commissioners Aikens, Elliott, Josef iak, McDonald,

and Thomas voted affirmatively for the decision; Commissioner

McGarry was not present during the consideration of this matter.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission



FEDERAL ELECTiON COMMISSION
WASKINCTOW. DC. 20*3

November 24, 1986

Marcia Ma1*~e, Yre#5Wt*r
Nebraska Democratic Mate
Central Citte
715 South 14th Street
Lincoln, Nebraska 58508

RU: MUR 2153
Nebraska Democratic State
Central Committee and

Marcia Malone, Treasurer

Dear Ms. Malone:

On November 18 , 1986, the Federal Election Commission
determined that there is reason to believe that the Nebraska
Democratic State Central Committee, and you, as treasurer,
violated 11 C.F.R. S 102.5(a) (2), a section of the Regulations
promulgated under the Federal Election Campaign Act of 1971, as
amended ('the Act'). The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is
attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and your committee. You
may submit any factual or legal materials vhich you believe are
relevant to the Commission's consideration of this matter.
Please submit such materials vithin fifteen days of your receipt
of this letter.

If pre-probable cause conciliation is requested, the
Commission may decide not to propose a conciliation agreement
until it has completed its review and analysis of the submitted
materials. In the absence of any additional information vhich
demonstrates that no further action should be taken against your
committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation. You should be advised, however, that the
Commission is not required to enter into any negotiations
directed towards reaching a conciliation agreement unless and
until it makes a finding of probable cause to believe. See
11 C.F.R. S 111.18(d).

9
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~R* ~t~,St i~.4w~ ~v being conducted viii be confidential
in lh~ withi ~ SS 437q(a) (4) (5) and 437g(a) (12) (A),

y~w ~oti*) ~t~4i*ptS.iOn in writing that you wish the

lot ptst 1nQ~~$~W~, we have attached a btiet description
*f the Ct~si@.'~4~Qe4ures for handling possible violations
of the Mt. 1~ ~ questions, please contact John
~rury, ~be attovm? ilWtqtied to this matter , at (202) 376-8200.

Sincerely,

Aikens
Chairman

Unclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Form

r

9



TOM ~4ONA@MAN
C elrmaft

S~IA~4 CQY#46
Executive 0lrsstw

* P~e~'aAB@M~5S4

~8DEC23 P1:39

December' 12, 1986

Mr. John Drury
Of floe of General Counsel
Federal Election Commission
999 3 St., N.U.
Washington, D.C. 20463

Dear Mr. Drury,

For your information, please find a copy
of a letter which amended our reports to
replace Marcia Malone as Treasurer. The letter
was sent to the Federal Election Commission
on November 11, 1986.

I hope by now you have received notifi-
cation of' this change from the department
that handles these matters.

Executive Director

9 Sb \0
RMKAaO~*TIC STATE CENTRAL COITTE/ 715 SO. 14TH ST., LINCOLN. NE 68508
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Noveubec 11,1966

Federal Election Commission
999 E Street, N.W.
Washington, DC 20'463

Dear Sirs or Madams:

This letter is to serve as an amendment to the Nebraska
Demoratic State Central Committee F.E.C. report to replace Marcia
Malone with Marvin 3. Jewell as treasurer.

Marvin 3. Jevell's address is:

Marvin K. Jevell
5400 Executive Building
521 South 154th Street
Lincoln, NE 68508

The Nebrask Democratic
number is C00003988.

State Central Committee's F.E.C.

Sincerely,

Marvin B. Jewell
T reasuret,

NERAUKA DEMOCRATIC STATE CUTRAL COMMITTUE/ 715 60. 14TH ST.. LINCOLN. NE. 66508

*1~0
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Joan D. Aikens ~ -<

Chairman
Federal Election Commission
Washington, D.C. 20463

Re: MUR 3153
Mbr#*ka Democratic State Central
Committee and Marcia Malone,
Treasurer

Dear Chairman Aikens:

This is in response to your letter of Novezuber 24, 1986 with
respect to the above matter. Enclosed please find "Statement of
Designation of Counsel" with respect to our firm. Please accept
this letter as the request of the Nebraska Democratic State
Central Committee and its Treasurer for gre-probable cause con-
ciliation. In support of our request, enclosed please find our
letter of February 24, 1986 wherein we requested guidance as to
whether or not we should make adjustments in our entries to
change the questioned deposit in the federal account to the non-
federal account. We received no reply to that requested guid-
ance, otherwise the matter could have been taken care of many
months ago. Throughout the investigation, we have readily admit-
ted that erroneous deposits of $5,000.00 and $7,000.00 were made
on February 10, 1983 and June 30, 1983, respectively, in the
federal rather than the nonfederal account. Absent the reply by
the Federal Election Commission to our February 24, 1986 letter
and in view of your November 24, 1986 letter with the allega-
tions, we have taken it upon ourselves to actually institute the
proceedings to make the transfer from the federal to the non-
federal account and that will be accomplished this week.

We might also add that our Treasurer is Marvin Jewell, not
Marcia Malone, and that change had been previously communicated
to the Federal Election Commission, and again recently a copy of
the letter was sent to your attorney, John Drury.

'I



Joan D. Likens
December 16, 1986
cage -~2-

Zn vlv oC the mitigating circumstances above mentioned, we
would request that no financial or other penalty of that nature
be assesWd and that a reprimand for our previous erroneaus
actions an4 an approval of our correcting entries this week would
be appropriate.

Thank you for your courtesies.

You truly,

Charles M. Pallesen Jr.

CMP/nms/L3
Enclosures
cc. w/enc.: Don Nelson

Tom Monaghan
Brian Coyne
Marvin Jewell
John Drury, £sq.
Kim Robak, Esq.
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Qiarles PaLlesen

CI±ueWilliaias, Wright & Joh3son

19~ First Ua6ion~L'3auk D1d~.

Lincolu, Wa 6830b

4O2/474-6~OO

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

l2~~~tI6

Date
\

1, Treasurer

DESPONDENT'S KANE: Torn Mona ghnn

ADDRESS: Nebraaka Di ~rnocrtic Part"

715 f~o. 14th St.

Lincoln, Ne 6fl503

NONE PHONE:

DUSINESS PHOME:

402-551-3191

402-397-5757

4O2-475~584 (Democratic Party OEfieA!)

1%

m~u OW' inui@itzin OW' CE.



Phone 4021475-4584

Febg'~ury 211, 1986

Id

Mr. Robert J. Costa
Assistant Staff Direotor

for the Audit Division
Federal Election Coiuiission
999 "E" Street, NW
Washington, DC 201163

Dear Mr. Costa:

Enclosed please tind doo~.uents and umended stateuients from the
Nebraska Democratic Party to comply with the reco.uendations of the
Audit Report presented to us last month.

In addition, please find attached to this letter additional
information from the Nebraska Democratic Party to comply with the
reccamiendations of the Audit Report presented to us last month.

If you have any Questions regarding these matters, please contact
me at ('102) 1175-'15811.

'0. Sincerely,

Brian Coyne &
Executive Director

C BC/vn

Enclosures
a:

NEBRASKA DEMOCRATIC STATE CENTRAL COMMITTEE/ 715 SO. 14TH ST.. LINCOLN, NE 66508
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Exhibit A
Ti5~0QQ~~~..oat i~r~ 10. 19810. Ga Exhibit A, DiAnna Schimdc

endorsers of a $15,000 loan with Gateway
Dank and Trust * Enclosed please find a letter from OatewaY Bank and
Trust which states that these two individuals were not ~dO~5ers of
the loan, but simply individual officers at the Nebraska Democratic
Party who signed on behalf of the Nebraska Democratic Party.

If this doctuent from Gateway Banic is sufficient enough to shw
that these individuals were not endorsers of the loan in question,
then both DiArana Schimek and Dave Newell never exceeded the
contribution limitation as outlined on Exhibit A.

From our converse tons with Mr. Thasus Nurthen and Mr. Rick
Halter during the past ninth, it is ow' understanding that this letter
will be sufficient to address the Audit Staff recoinuendatiofl with
regard to Exhibit A.

Exhibit B
TIL.QQQ Loan (December 20 198 ). Ga Exhibit B, DiAnna Schiauek is

listed as endorser of a 000 loan with Gateway Bank and Trust.
Enclosed please find a letter from Gateway Bank and Trust which states
that this individual was not endorser of the loan, but simply an

.0 individual officer of the Nebraska Democratic Party who signed on
behalf of the Nebraska Democratic Party.

If this docwnent from Gateway Bank is sufCicieflt to show that
this individual was not endorser of the Loan in question (12/20/83),
then DiAnna Schimek was not in excess of the contribution limitation
on 12/20/83 or any date thereafter listed on Exhibit B.

From our conversations with Mr. Thomas Nurthen and Mr. Rick
Halter during the past month, it is our understanding that this letter
will be sufficient to address the Audit Staff recoimnendat ion with
regard to this particular section of Exhibit B.

With regard to the loan endorsement on 11/17/83 for the amount of
$3,333.33, DiAnna Schiinek was a guarantor and did exceed the
contribution limitation by $883.33 according to rejorts filed.
However, four days later, on 11/21/83, a loan repayn~nt was made.
Although this did not change the aggregrate figures oC contribution
limitation in actuality (which the Party realizes), it did then put
her under the contribution limitation. The Nebraska Democratic Party
would like t~ note that~ under this particular instance, November 17,
1983 was a Thursday and November 21, 1983 was a Monday. The Nebraska
Democratic Party corrected this problem of excess of limitation
quickly over the weekend as it juggled its financial probleiU~ from
personal to bank loans.

1
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Excessive Contributions Coast.)
~Si~Ilarly, ~ith regard to the personal loan on 12/16/83 for the
muowit of $1 ,OOO, DiAnna Schimek did exceed the contribution
limitation by $833.33 according to reports filed. However, four days
later, on 12/20/83, a loan repayment was made which, again, althoR4h
not changing the aggregrate figures of contribution limitation in
actuality (which the Party realizes), did then put her under the
contribution limitation. The Nebraska Democratic Party would like to
note that under this particular instnce, December 16, 1983 was a
Friday. and December 20, 1983 was a Tuesday. The Nebraska Democratic
Party again corrected the problem of excess of limitation quickly over
the weekend as it juggled its financial problems from personal to bank
loans.

It also should be noted that the personal loans made by Dihrina
Schizuek were for inuediate financial problems, i.e. staff and other
imnediate financial obligations. From reviewing the financial reports
of the Nebraska Democratic Party during the time periods in question
on Exhibit B, it is my opinion that these loans made to cover overhead
expenses of the Nebraska Democratic Party were not properly
distributed to reflect the actual costs of the Nebraska Democratic
Party's federal and non-federal work. Much of the money needed to

CV cover these Jiunediate expenses should have been attributed to the
Nebraska Democratic Party's non-federal account-in my opinion, more
than the $833.33 that DiAnna Schimek is listed as having exceeded
contribution limitation on both occasions. Accordin" y then, many of
the personal loans Dihnna Schimek made to the Nd ~ska Democratic

0 Party should have been deposited in the Nebraska Democratic Party's
non-federal account, which I believe to be proper and not in violation
of any law. I realize this did not occur, but feel 'it important to

Anote for the record as to how the accounting should have been done.C,

V REPORTING OF JOINT FUNDRAISING PROCEEDS
Terms of Fundraising Agreement. Traditionally, the inauguration

ball of a governor-elect has been done by the Nebraska Democratic
r%. Party. After the 1982 election~ however, the Kerrey Campaign

Coimnittee had a sizable campaign debt. The governor-elcct, therefore,
decided to have the Kerrey Conuittee hold the inauguration ball.

Because the Democratic Party traditionally has used this event as
a way of -raising funds for its state activities, a verbal agreement
was made between the governor-elect and the chair of' the Nebraska
Democratic Party that 25% of the net proceeds would go to the Nebraska
Democratic Party to help support its non-federal activities. In tact,
the Nebraska Democratic Party had given substantial suns of money to
the Kerrey Corrinittee during the campaign the preceeding year.

The Nebraska Democratic Party had no costs associated wit.h the
event, including start-up costs. It was solely a Kerrey Conmittee
event designed to help overcome its campaign debt.

2
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Sf'~Joint Fund-raisin Proceeds (coat.)
_______ ___ Event. The kbgaulca Democratic Party

clearly made an err~iii~tItsd with this event by depositing the
money given to the Party (rosa the Kerrey Committee in its tedetal
account. It quite obviously should have been deposited in the
Nebraska Democratic Party's non-federal account, as the event and
subsequent monies had nothing to do with federal activities.

As a result, the Nebras1s~a Democratic Party is willing to go back
and make the appropriate booldceeping transfer to put the money in its
non-federal account.

The Nebraska Democratic Party accepts Cull responsibility for
this error. The Nebraska Democratic Party should have known full well

* that the Kerrey Committee was not a registered political coimuittee
with the Federal Election Commission, and should have taken careful
note of this and the fact that this event was a non-federal activity
and deposited all monies in its non-federal account.

Because the Nebraska Democratic Party did not in fact deposit the
money in its non-federal account, the Nebraska Democratic Party as

0 another option is willing to simply pay back the Kerrey Committee
$12,000 for its mistake to correct this matter.

Because the Kerrey Committee had no knowledge this mistake had
happened, nor did it have any ability to prevent this mistake from

- happening, (since the Nebraska Democratic Party deposits its own
checks), it seems duly unfair in our opinion to now bring the Kerrey
Cmittee under federal election requirements ~rehen it was our mistake
and when it was entirely a non-federal activity. The Kerrey
Committee, I am sure, does not want to be treated as a registered
political committee with the Federal Election Coamlission as it is a
state conuittee, and had it known that the Nebraska Democratic Party,
through negligence, would cause this unnecessary problem for the
Kerrey Committee, I am sure it would not have given any money to the
Nebraska Democratic Party.

N Since the inaugural ball was solely a Kerrey Committee event,

with all costs associated with the event taken care of by the Kerrey
Conmiittee and only a net percentage check given to the Nebraska
Democratic Party to simply help support the Nebraska Democratic Party
in its non-federal activities, the rest of the information requested
of' the Nebraska Democratic Party in the audit recommendations is
unavailable to us. The Nebraska Democratic Party has no books on this
matter, except a net percentage check from the Kerrey Committee.

The Nebraska Democratic Party would like advice from the Federal
Election Comunis~on on how it should proceed with this matter, arid
whether either or the opti~bns listed above are sufficient to address
the matter in question.

3
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D~Ba~JR3 OF EARMARKED ~

Enol~d please
itamised line entries
intended recipients Of

find receipt schedule A's to amend previously
tar reporting periods in 198k, which disclose
66 earmarked oontributions.

As noted in the Audit Report, the Nb~raska Democratic Party
properly disclosed the disbursement of these funds to the intended
recipients.

DIS~L~QRE 07 TJWI'ERS

Enclosed please find mended reports to properly disclose five
transfers from affiliated committees, totaling $8,366.00 from
reporting periods 7-143 through 12-31-83 and 7-1-8's through 9~30~811.

Respectfully ~itted by,

co~ne
Executive Director
Nebraska Democratic Party
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In the Matter of )
)

Nebraska Democratic State ) MUR 2153
Central Committee ) ~

Marvin Jevell, treasurer ) ~' '~ -,

G3U331L C~IU3UL' S REPORT
~cJ.1f

I. BACKGROUND

On November 19, 1986, the Commission found reason to Bilieve'
if~

that the Nebraska Democratic State Central Committee ("NDSG") ~; ~
~%J -(and Marcia Malone, treasurer, violated 11 C.F.R. S 102.5(a) (2).

On December 19, 1986, this Office received a letter from the ~

respondents requesting pre-probable cause conciliation and noting

that the current treasurer is Marvin Jewell. 1/

II * LEGAL ANALYSIS

Pursuant to 11 C.F.R. S 102.5(a) (2), only contributions

which a) are designated for the federal account, b) result from a
'0

solicitation stating that the contributions will be used in

connection with a federal election, and c) are given by

contributors informed that all contributions are subject to the
prohibitions and limitations of the Act, may be deposited into a

federal account. The respondents deposited into NDSCC's federal

I7KETEEachment 111-1, the respondents state by letter of
December 16, 1986 that the change in treasurers "had been
previously communicated to the Federal Election Commission,"
implying that this Office has long been aware that Malone was not
the treasurer, and that recommending a finding of reason to
believe against her was therefore unwarranted. Actually, they
did not inform this Office of the new treasurer until November
19, 1986, the day after the Commission determined that there was
reason to believe the respondents violated the Act. While
NDSCC's statement that it recently sent further correspondence to
this Office is correct, said letter was received on December 23,
1986.

\'Z.
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Iv. R3cog.~~?*3S

1. Inter into conciliation with the Nebraska De~cratiO

State C@tltRI, Committee and Marvin ~evell, treasurer,

prior to a fi~iing of probable cause to believe.

2. Approve the attached, proposed conciliation agreement.

3. Approve and send the attached letter.

Charles N. Steele
General Counsel

( Deputy General Counsel

Attachments
0 1. Proposed conciliation agreement2. Letter to Respondents

3. Request for pre-probable cause conciliation
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES N. STI~e3
GENERAL COUNSaL

MARJORIE V. EMMONS, JOSHUAMCFADD~/(

FEBRUARY 6, 1987

OBJECTION TO MUR 2153 - GENERAL COUNSEL'S REPORT
SIGNED FEBRUARY 5, 1987

The above-captioned document was circulated to the

Commission on Thursday, February 5, 1987 at 4:00.

Objections have been received from the Conunissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Josef iak

Commissioner McDonald

Commissioner McGarry

x

Commissioner Thomas __________________

This matter will be placed on the Executive Session

agenda for Wednesday, February 18, 1987.

'3
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BEFORE THE FEDERAL ELECtION COOIISS ION

In the Matter of )
)

Nebraska Democratic State ) NIlE 2153
Central Committee )

Marvin Jewell, treasurer )

CERTIFICATION

I, Marjorie W. Enusons, recording secretary for the

Federal Election Commission executive session of

February 18, 1987, do hereby certify that the Cozuuission

decided by a vote of 5-0 to take the following actions in

HUE 2153:

1. Enter into conciliation with the Nebraska
Democratic State Central Committee and
Marvin Jewell, treasurer, prior to a
finding of probable cause to believe.

3. Approve and send the letter attached to the
General Counsel's report dated February 5,
1987.

Commissioners Aikens, Josef jak, McDonald, McGarry,

and Thomas voted affirmatively for the decision;

Commissioner Elliott was not present at the time of the vote.

Attest:

Date Marjorie W. Emmons

Secretary of the Commission

'4
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EDRML EIPEd7ION COMMISSION
WAS*4CTON. D~ ~O*3

March 5, 1987

iryan COyR~@, NR~E~I* Director
Nebraska Demo,

State Central ~o*~ittee
715 South ~I41b ~
Lincoln, Nbraska ~

RE: MUR 2153
Nebraska Democratic

State Central Committee
and Marvin Jewell,
treasurer

Dear Mr. Coyne:

On November 18, 1986, the Commission found reason to believe
the Nebraska Democratic State Central Committee and Marcia
Malone, treasurer violated 11 COFOR. S 102.5(a)(2). At your
request, the Commission determined on February 18, 1987, to
enter into negotiations directed towards reaching a conciliation
agreement in settlement of this matter prior to a finding of
probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission. In light of the
fact that conciliation negotiations, prior to a finding of
probable cause to believe, are limited to a maximum of 30 days,
you should respond to this notification as soon as possible. If
you have any questions or suggestions for changes in the
agreement, or If you wish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
John Drury, the attorney assigned to this matter at (202) 376-
8200.

S i nce rely,

Charles N. Steele

General Counsel

- Deputy General Counsel

Enclosure
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Narcta 27, 1967

Lawrence Noble, Esq.
Deputy General Counsel
Federal Election Commission
Washington, D.C. 20463

CLINEW~AMS.

Attn: John Drury, Esq.

Dear Mr. Noble:

This is in response to your letter of March 5, 1987 addressed
to Mr. Coyne, which letter was received by me as counsel for the
Nebraska Democratic State Central Committee on March 12, 1987.

~1

DAHUL L51~05DILL
~!T S KILL?
T.aav a.~mz.ua
3314? SUASRUS?
KAflIUUN A.JAMDZUMU
THOMAS U. mu
MM~-cm
DAVID A. ME30W
MARK A.03051EI4II
RICHARD K GARDUN. 53.
LEA DRUUNI3 ~5IM
DAVID 3.WILSOW
SH~N 3.35141453
505614 C. MILlS
~m V. KAY!
THOMAS C. MUllEN

'c:. UL.,; ~HF FEC

DPATHE~7 ~ 3 1 410: 41
EARL ~S ~
yHASIS SULIAHOtS4ggs,

NAVEL AWISY~ amuinm.
OMAILIS S.m.mE~.mmumL

~
~

-

-
-
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Lawrence ~bI*.
March ~, 397
Page ~-2~

3' sq.

It futt~r IE~f*t~t1Qt~

CMP/nms/LU
cc: Brian Coyne
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In the uattet of )
)

Uebwaeka Ds~Qratto State
C*t~al O s~ ) blUR 2353

Mar~iu1 JmU, as treasurer )

G353PAI. ~U3B3LS UEPOR?

.1.

.S

0

Attached 1* a conciliation agreement vhich has been signed

by Charles Pallesen, Jr., Us@uire. counsel for the respondents.

Thus, a penalty of $1,000 seems

appropriate in this case, and a check in this amount has been

received. Therefore, this Office recommends that the Commission

accept the agreement and close the file.

.3
-. 4

-~1 *
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murou ?X FEDERAL £L~C~ION coau~psww

rn tine xatter of )
)

Nebraska Democratic State ) MUR 2153
Central Coittee )

Marvin Jewell, as treasurer )

CE~fl? ZCAflON

I, Marjorie N. Emmions, Secretary of the Federal

Election Commission, do hereby certify that on May 8,

1987, the Commission decided by a vote of 6-0 to take

the following actions in MUR 2153:

1. Accept the conciliation agreement with Nebraska
Democratic State Central Committee and Marvin
Jewell, as treasurer, as recouuuended in the
General CounseVs Report signed May 5, 1987.

2. Close the file.

3. Approve the letter, as recommended in the
General Counsel's Report signed May 5, 1987.

Commissioners Aikens, Elliott, Josef iak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

2/. ~
Date Marjorie W. Emmons ~

Secretary of the Commission

Received in the Office of C.umission Secretary: Wed., 5-6-87, 10:22
Circulated on 48 hour tally basis: Wed., 5-6-87, 4:00
Deadline for vote: Fri., 5-8-87, 4:00

/jm/
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PIDERAL &*CflON COMMISSION
WASH1#~TON OC. 20*3

May 11, 1987

cheti.. R. WAlLes*n, ~?r. Require
hitttet teak RuU4ii~g

L1ft@Q3*~ Webtaka 6*506

RE: MUR 2153
Mebrasfta Democratic Stat.

Central Committee
Marvin Jewell, as
treasurer

Dear Mr. Palleseng

On May 8 , 1987, the Federal Election Commissionaccepted the signed conciliation agreement and civil penalty
submitted on your client's behalf in settlement of a violation of11 cr3 S 1025(a) (2), a provision of the Federal RegulationsPromulgated under the Federal Election Campaign Act of 1971, as
amended. Accordingly, the tile has been closed in this matter.This matter will become a part of the public record within 30
days. If you wish to submit any factual or legal materials toappear on the public record, please do so within ten days. Suchmaterials should be sent to the Office of the General Counsel.

Please be advised that information derived in connection
with any conciliation attempt will not become public without thewritten consent of the respondent and the Commission. See
2 U.S.C. S 437gca)c4)(B). The enclosed conciliation agreement,
however, will become a part of the public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have anyquestions, please contact John Drury, the attorney assigned to
this matter, at (202) 376-8200.

awrence M. Noble
Acting General Counsel

Enclosure
Conciliation Agreement
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3Z703 '133 V~AL ELECTIOM CWUSISSIOU

In the Matter of )
)

Nebraska Democratic State ) MUR 2153
Central Cousuittee and )

Marvin Jewell, treasurer )

COUCILI&YIOU AGREUSEW?

This matter was initiated by the Federal Election Conuuission

(hereinafter "the Commission"), pursuant to information ascer-

tained in the normal course of carrying out its supervisory re-

sponsibilities. Reason to believe was found that the Nebraska

Democratic State Central Committee ("NDSCC") and Marvin Jewell,

as treasurer ("Respondents") violated 11 C.F.R. S 102.5(a)(2) by

depositing funds collected in connection with State activities

into the NDSCC federal account.

NOW, THEREFORE, the Commission and Respondents, having parti-

cipated in informal methods of conciliation, prior to a finding

of probable cause to believe, do hereby agree as follows:

I. The Commission has jurisdiction over the Respondents,

and the subject matter of this proceeding, and this agreement has

the effect of an agreement entered pursuant to 2 U.S.C. S

437g(a) (4) (A) Ci)

II. Respondents have had a reasonable opportunity to demon-

strate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

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

1. Respondent, the Nebraska Democratic State Central

Committee is a political committee, and Respondent Marvin

2I



V.

Jewell is the treasurer of that political committee.

2. Respondents were prohibited from depositing contri-'

butions not meeting the conditions of 11 C.F.R. S

102.5(a)(2)(i)-(iii) into NDSCC's federal account.

3. Respondents deposited into NDSCC's federal account

funds which may not meet the conditions of 11 C.F.R. S

102.5(a) (2) (i)-(iii).

V. Respondents' deposit of these funds may have been in

violation of 11 C.F.R. S 102.5(a)(2).

VI. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of One Thousand and no/l0O

Dollars ($1,000.00) pursuant to 2 u.S.C. S 437g(a)(5)(A).

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

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

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

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

VIII.This agreement shall become effective as of the date all

parties hereto have executed the same and the Commission has

approved the entire agreement.

IX. Respondents shall have no more than thirty (30) days

from the date this agreement becomes effective to comply with and

implement the requirements contained in this agreement and to so

notify the Commission.

-2-
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X. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

not contained in this written agreement shall be valid.

FOR THE COMMISSION:

\~t~awrence M. NobleActing General Counsel

FOR THE RESPONDENTS:

BY:&/Lt*LWAttorney fo brask~TAj~j
Democratic State Central
Conimittee

CMP/A3

-3-
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