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Mr. William C. Oldaker
General Council

Federal Election Committee SURHE RIS |
1325 K. Street, N. W. | T
Washington, D. C. 20463 VL . TILL hdpv
Dear Mr. Oldaker: oo cocial COURSEL

Reference: MUR216 (76)

Sorry for the delay in answering your letter dated February 18, 1977.

-
"What was the source of the $168,000 loaned by you to your committee on
N June 15 and August 2, 1976?"
- These funds were from personal funds and personal loans.
=
. ""Did these loans come from funds which were under your personal control
c prior to the time of your candidacy?"
= No
= "Have any of the above loans been repaid?"
c
Yes
N
~ "If so, indicate the date, amount and source of any such repayment."

They were paid out of personal funds. (See attached letters)

"In addition, our review of your reports indicates that your principal
campaign committee fited a termination report as of January 31, 1977,
with $293,000 in outstanding debts and obligations, 2 U.S.C. 434 (b)
(12) requires continuous reporting of debts and obligations until they
are all extinguished."”

All debts have been paid and extinguished.

We will file a final report en the proper due date to terminate this
committee.

gz S Sincerely,
/,[émfa/ém /\Z/ﬁZ/xéZé/

g(@,mvw 75,6, Weller

|4 Jt Chairman
L
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UNITED AMERICAN BANK

200 FOURTH AVENUE. NORTH ) °
NASHVILLE TENNESSEE 37219

FINIS L. NELSON
HONORARY CHAIRMAN Manch 2L, £977

~. Mn. Hanny Sadlen,
Two Mife Parkway at Gallatin Road,
~~ Maddison, Tenn.

N, Dean Harny:

" On June §, £976, we made a Loan to you 4in the

.« amount of $50, 000 at 9% on an unsecaned basis
on youn Lﬂd&V&duaZ pernsonal signature. You

~ furnished us with your pensonal f4inancial state-
ment whdich fustified this Loan.

ws The Loan has been paid in full, including 4inten-
est and you ane not 4indebted to us in any way
~ at this time.

The note was handled on a satisfactory basis
and we would not hesitate to make you a Loan
agadin on an unsecunred basis, being furnished
with a curnent financial statement.

1§ there 48 any additional information which
you need, please Let us know. = N

Sipcenely, w-wlf
' : L2 JiSEL

), D
nis Nelson

ediesie/



E. Harold Edwards

Commerce
mm Vice President

March 7, 1977

Mr. Harry Sadler

Harry Sadler Chevrolet Co.
Two Mile Pike & Gallatin Road
Nashville, TN

Dear Mr. Sadler:

Our records show that we made you a loan
personally for $50,000 on June 8, 1976.
Additionally, on August 6, 1976, we advanced
another $50,000, making a total of $100,000.
These loans were for a period of ninety

days each originally and were subsequently
extended. Interest rate was 7.500 percent
and borrowers line of credit is approximately
$1,000,000 without endorsement or collateral.

As of today we are in receipt of your funds
for payment of both loans in full.

Yours v truly,

- T
" Harold Edwa
Vice Presid

S ’
._}t:v - é{,‘ LK L’

400 Union Street, Nashville, Tennessee 37219
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Mrs. Lyn Oliphant

Staff Assistant

General Counsel

Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Mrs. Oliphant:

=5
-3

€415,/

LED
cprol Yy CLECTION
A SSSION
4, b I
Wl B0 a3

770755

Reference is made to our telephone conversation of recent

date.

Reference: M U.R 216(76)

I didn't realize we had only 10 days to answer your letter

dated February 18, 1977.

We are sorry about the delay; however, Mr. Sadler's CPA has

been out of town this week.
(March 5-6, 1977).

He is due back this weekend

We will get the written answers to your questions to you

as soon as possible.

SGW/pt

Sincerely,

! rleddl,

G. Weller

Treasurer

g .n“ﬂ!n!{
{ ;,“ ‘ﬂ 1
" RS
el " -.‘.:.L £JUIiSEl
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 216/239
James R. Sasser for

Senate Committee

P S Nef e

INTERIM INVESTIGATIVE REPORT

The Office of the General Counsel is still in the
process of establishing the facts concerning the two
remaining allegations in this MUR, one concerning travel
and the other concerning bank loans obtained by the
candidate. The respondent has recently retained new
counsel who have agreed to supply the Commission with
what seems to be the remainder of the requested information
by about February 15.

When MUR 216 was filed on August 3, 1976, a preliminary
check was made of the reports filed by the complainant,
Harry Sadler, pursuant to 2 U.S.C. §437g(a) (3) (A). At that
time the complainant had reported two bank loans; however,
they were correctly reported with the original source of the
loans indicated on the reports. There was no surface

violation, so no further inquiry was made at that time.

] : j s qﬂg!gn

Giviol L CENERAL COUNSEL
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Further analysis of the complainant's reports, through
the October 10 Quarterly Report, indicates that the
complainant borrowed $100,000 from the Commerce Union Bank,
$50,000 on June 8, 1976, and $50,000 on August 6, 1976.

On June 8, 1976, an additional $50,000 was borrowed from
the United American Bank, Nashville. From the candidate's
personal funds, according to the reports, $160,000 was
loaned on June 15, 1976, and $8,000 on August 2, 1976.

As of the October 10 Quarterly Report, the entire
amount, $318,000, was reported as outstanding debts and
obligations of the principal campaign committee.

No other details concerning the transactions are
available from in-house reports.

In view of the substantial amount of money borrowed
by the complainant, and particularly in light of the fact
that his complaint alleges violations by the respondent
with respect to bank loans, inquiry into the details of
the above transactions should be made, even though there
appear to be no surface violations. It would seem that
2 U.S.C. §437g(a) (3) (A) which requires investigation of
reports and statements filed with the Commission when the

complainant is a candidate, would grant the Commission
TSN
Yok ;:dp

o~ e

Lninhl CLUHSH




the authority to request the same additional supporting

information from a complainant as has been requested from
a respondent.

Therefore, it is recommended that supporting data
be requested from the complainant concerning the loans

reported to his principal campaign committee.

~.
RECOMMENDATION

<r

~ Send attached letter.

N

- A LD

WILLIAM C. OLDAKER

= GENERAL COUNSEL

-

~

~

ot Q{"/g Y
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

Mr. Harry Sadler

Box 609 . 773£SMN

Madison, Tennessee 37115 ‘ YA
I opy
o AL Counse

Dear Mr. Sadler:

Pursuant to 2 U.S.C. §437g(a) (3) (A), and in connection
with MUR 216 filed by you, the Commission is making a
preliminary investigation into the reports filed by you as a
candidate for the Democratic Senatorial nomination in
Tennessee.

Accordingly, the Commission would like the following
information with respect to loans reported by your principal
campaign committee.

What was the source of the $168,000 loaned by you to
your committee on June 15 and August 2, 19762

Did these loens come from funds which were under your
personal control prior to the time of your candidacy?

Regarding the bank loans reported, the two $50,000
loans from the Commerce Union Bank, and the $50,000 loan
from the United American Bank, what were the terms, interest
rates, collateral, if any, and basis upon which such loans
were made including the names of any guarantors or co-signers?
Provide any documentation of such loans available to you.

Have any of the above loans been repaid? 1If so,
indicate the date, amount and source of any such repayment.

Please note that 2 U.S.C. §437g(a) (3) enjoins any
person from making public the fact of "any notification or
investigation" by the Commission until the respondent agrees
in writing to make public the investigation.

If you have any questions, please contact Lyn Oliphant
on 202/382~4041, concerning this matter.

Sincerely yours,

\\"\ J.‘/.- 0?
@f William Oldaker

tepggre General Counsel
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Mr. William C. Oldaker

General Counsel
Federal Election Commission

1325 K Street, N. W.
Washington, D. C. 20463
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FEDERAL ELECTION COMMISSION

The above-described material was removed from this
file pursuant to the following exemption provided in the
Freedom of Information Act, 5 U.S.C. Section 552(b):

(1) Classified Information < (6) Personal privacy

(2) Internal rules and (7) Investigatory
practices files

(3) Exempted by other (8) Banking
statute Information

(4) Trade secrets and (9) Well Information
commercial or (geographic or
financial information geophysical)

25 (5) Internal Documents

Signed

date

FEC 9-21-77
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

THIS IS THE BEGINNING OF MUR #__ X/ @




EEDERAT ELECTION COMMESSETON
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(2) Imternal’ rulas and (7) Imvessigatcry
preciices files

(37 Exsmoited by other ZS (8) Bankineg
sfacuEs InsoErseeion

(¢) Trade secreits and (9) Well Information
cemunereisl or (geograshic or
finmanciall dnformatcicon geophysical)

(5) Internal Documents
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON ,D.C. 20463

June 5, 1978

Mr. Carl C. Spray
Airplane Services, Inc.
c/o Franklin County Bank
Winchester, Tennessee
Re: MUR 216

Dear Mr. Spray:

On May 25 , 1978, the Commission agreed to accept
the conciliation agreement that you have heretofore
signed, and has-closed the file on this matter. For

your records, please find enclosed a of the agreement.

rely yours,

A )

Williafh C. Oldaker
General Counsel

Enclosure

L o
oy gind>
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BEFORE THE FEDERAL ELECTION COMMISSION
March 1n, 1978

In the Matter of )
) MUR 216 (76)
Airplane Services, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi=-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Airplane Services, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Airplane Services, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Airplane Services, Inc. to obtain the use of its airplane
during the campaign.

C. Airplane Services Inc. is a corporation which provided
a twin-engine airplane and a single engine airplane to the
Campaign Committee and charged a rate of $35 per hour for the
airplane with a pilot. 1In addition, the Campaign Committee
purchased its fuel independently. The total amount paid for
use of the Airplane Services, Inc. airplanes was $1,900.78,
the average hourly charge was $86.79.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. 1In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned

by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.
VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Airplane Services, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.
VII. sShould Airplane Services, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Airplane Services, Inc. or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on reguest of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.

X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Yolo-1923 cﬁfgf/sp%gg

Airplane Services, Inc.
c/o Franklin County Bank
Winchester, Tennessee

é William C. O

Da General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

June 5, 1978

Mr. Aubrey Gregory
Aviation Group Associates
P.0. Box 491
Madison, Tennessee 37115
Re: MUR 216

Dear Mr. Gregory:

On May 25, 1978, the Commission agreed to accept
the conciliation agreement that you have heretofore
signed, and has closed the file on this matter. For

your records, please find enclosed a~gopy of the agreement.

Sincelkely yours,

o de)

eilYE . Oldaker
General Counsel

Enclosure




BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )
) MUR 216 (76)
Aviation Group Associates )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
| — An investigation has been conducted into all of the charges
(Y made by the complainant. 1In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(qg) (a) (5),
and do herehy agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
e II. Aviation Group Associates has had an opportunity to respond
« to the Commission's investigation and to provide the information
requested. Aviation Group Associates has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:
A. Senator James R. Sasser, now a United States Seunator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Aviation Group Associates to obtain the use of its airplane
during the campaign.

C. Aviation Group Associates Inc. is a corporation which
provided one twin-engine airplane to the Campaign Committee and
charged a rate of $65 per hour for the use of the airplane fully
fueled. 1In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates Inc.
airplane was $4,155.00, the average hourly charge was $104.65.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FPECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled




commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.

VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Aviation Group Associates has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should Aviation Group Associates again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Aviation Group Associates or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Ytef-7f %/tu/ /f‘—eﬂ%ﬂ/

- Date Aubrey Grggory cé?
Aviation/Group Assd¢iates

491
Tennessee 37115

J Da 1//<://23 William C. Oldaker o
= ‘}é General Counsel

Federal Election Commission
= 1325 K Street, N.W.
p Washington, D.C. 20463

(202) 523-4143
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FEDERAL ELECTION COMMISSION
1325 K STREET N.W.
WASHINGTON,D.C. 20463

June 5,

1978
Mr. Fred H. Whaley
Pierce Ditching Company
1901 East Center Street
Kingsport, Tennessee 37664
Re: MUR 216
Dear Mr. Whaley:

On May 25

’

1978, the Commission agreed to accept

the conciliation agreement that you have heretofore
signed,

and has closed the file on this matter.

For
your records, please find enclosed a

of the agreement.

William .. ldaker

General Counsel
Enclosure




BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )
) MUR 216 (76)
Pierce Ditching Company )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(qg) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Pierce Ditching Company has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Pierce Ditching Company has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.



B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Pierce Ditching Company to obtain the use of its airplane
during the campaign.

C. Pierce Ditching Co. is a corporation which provided
one twin-engine airplane to the Campaign Committee for one
flight from Tri-Cities to Chattanooga. The Corporation was
paid $98 for the flight, which included the cost of fuel, and
the pilot was paid $50.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.

VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Pierce Ditching Company has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should Pierce Ditching Company again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Pierce Ditching Company or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

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



X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed
the same and the Commission has approved the entire Agreement.
XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Mey 11, 1978 /// .

Date Fred H. Whaley ==
Pierce Ditching Company
1901 East Center Stre

KingspOXt, Tennessee 37664

¢/, /72 < s f L d

gzkz?
General Counstel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINCTON, D.C. 20463

June 5, 1978

Mr. J.T. Dugger, Jr., President
J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207
Re: MUR 216
Dear Mr. Dugger:
On May 25 , 1978, the Commission agreed to accept
the conciliation agreement that you have heretofore

signed, and has closed the file on this matter. For

your records, please find enclosed a copy of the agreement.

SinceXely yours
/%@

William €. Oldaker
General Counsel

Enclosure

AV
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BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 197¢&

In the Matter of )
) MUR 216 (76)
J.T. Dugger & Sons, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976,
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. J.T. Dugger & Sons, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. J.T. Dugger & Sons, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.




B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
J.T. Dugger & Sons, Inc. to obtain the use of its airplane
during the campaign.

C. J.T. Dugger, Inc. is a corporation which provided
one twin-engine airplane to the Campaign Committee and charged
a rate of $40 per hour for the use of the airplane without fuel
or pilot. In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day and to purchase all fuel
independently. The total amount paid by the Campaign Committee
for use of the J.T. Dugger, Inc. airplane was $2,294.16, the
average hourly charge was $114.13.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.

VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that J.T. Dugger & Sons, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R, Sasser.

VII. Should J.T. Dugger & Sons, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that J.T. Dugger & Sons, Inc. or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Coid so- 1523 Il T D
Date J.T. Dugger, Jr.,

President
J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207

William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 216 (76)
Pierce Ditching Company
Aviation Group Associates
Airplane Services, Inc.
J. T. Dugger & Sons, Inc.

e S e e e

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on May 25, 1978, the
Commission approved by a vote of 6-0 the conciliation agreements,
signed by the airplane respondents listed above, attached to the

General Counsel's memorandum dated May 19, 1978.

Date: Jg/g ¢ / /zj yMarjorie W. Emmons
Secretary to the Commission

9-78

Received in Office of Commission Secretary: 5-1
5-23-78, 12:30

Circulated on 48 hour vote basis:




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D.C. 20463

May 19, 1978

MEMORANDUM

TO: The Commission

FROM: William C. Oldake

R MUR 216 -~ Ap f Conciliation Agreements

Attached are four conciliation agreements signed by
all the airplane company respondents. The signed agree-
ments are identical to those proposed by the Commission
at its meeting df March 23, 1978. These conciliation

agreements are being submitted to the Commission for

r final approval.
oo
Enclosures
{@‘Owy § %,
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SIDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE. N. W, CHICAGO ()¥FICE
\ ,D.C. 2 ONE FIRST NATIONAL PLAZA
WASHINGTON, D 2000606 CHICAGO, ILLINO(S 60603
TELEPHONE 202: 624-9000 TELEPHONE 312! 3293400

T 89-46G3 TELEX 274364
ELEX -G TeLEx 2! e

EuroPEAN OFFICE
9 HOLLAND PARK
Founded in 1866 an LONDON, W11 3TH, ENGLAND
Williams & Thompson TELEPHONE Ol: 727-1416
TeLEX 21781

May 15, 1978

Mr. Lester Scall

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. écall:)

Enclosed with this letter are the Conciliation
Agreements of each of the four companies from which the
Commission requested such agreements. If the Commission
accepts these Agreements, this investigation will be
at an end. Before the Commission releases its files to
the public, I would like the opportunity to review them
to avoid the disclosure of records protected by the
Freedom of Information Act. Please contact me to ar-
range a mutually convenient time for this review.

Sincerely,
Michael A. Nemeroff

MAN: pv
Enclosures

@S Senator James R. Sasser
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BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )
) MUR 216 (76)
Pierce Ditching Company )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-

gation, the Federal Election Commission and the respondent have

entered into this conciliation pursuant to 2 U.S.C. §437(qg) (a) (5),

and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Pierce Ditching Company has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Pierce Ditching Company has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.




B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Pierce Ditching Company to obtain the use of its airplane
during the campaign.

C. Pierce Ditching Co. is a corporation which provided
one twin-engine airplane to the Campaign Committee for one
flight from Tri-Cities to Chattanooga. The Corporation was
paid $98 for the flight, which included thé cost of fuel, and
the pilot was paid $50.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which

requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.

Vi. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Pierce Ditching Company has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should Pierce Ditching Company again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Pierce Ditching Company or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become

effective as of the date that all parties hercto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

May 11, 1978

Date

///////(/

Date

Fred H. /Whaley

Pierce Ditching Company
1901 East Center Streg
Kingsport, Tennessee-’ 37664

William C. Oldaker

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143



BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )

) MUR 216 (76)
Aviation Group Associates )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Aviation Group Associates has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Aviation Group Associates has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Aviation Group Associates to obtain the use of its airplane
during the campaign.

C. Aviation Group Associates Inc. is a corporation which
provided one twin-engine airplane to the Campaign Committee andr
charged a rate of $65 per hour for the use of the airplane fully
fueled. 1In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates Inc.
airplane was $4,155.00, the average hourly charge was $104.65.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 197., as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
reguires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
fliéhts at issue occurred.
VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Aviation Group Associates has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser,.
VII. Should Aviation Group Associates again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Aviation Group Associates or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Y-t~ 74 /c«/w// Leespey

Date Aubrey Gr, gory K/ &z
Aviation Group ssd€iates
P.O. Box 491
Madison, Tennessee 37115

Date William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143
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BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )

) MUR 216 (76)
Airplane Services, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Airplane Services, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Airplane Services, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
irnformation to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Airplane Services, Inc. to obtain the use of its airplane

during the campaign.

C. Airplane Services Inc. is a corporation which provided-

a twin-engine airplane and a single engine airplane to the
Campaign Committee and charged a rate of $35 per hour for the
airplane with a pilot. In addition, the Campaign Committee
purchased its fuel independently. The total amount paid for
use of the Airplane Services, Inc. airplanes was $1,900.78,
the average hourly charge was $86.79.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. 1In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which

requires that a campaign committee, utilizing aircraft owned

by a corporation not licensed to offer commercial service, pay

in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.
VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Airplane Services, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.
VII. Should Airplane Services, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Airplane Services, Inc. or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

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

X. It is mutually agreed that this Agreement shall become

effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

y=10-1973 (ot Chorng

Date Carl C. Spray’
Airplane Serv1ces, Inc.
c/o Franklin County Bank
Winchester, Tennessee

william C. Oldaker

Date General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143




BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )

) MUR 216 (76)
J.T. Dugger & Sons, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. J.T. Dugger & Sons, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. J.T. Dugger & Sons, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
ITII. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination

in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
J.T; Dugger & Sons, Inc. to obtain the use of its airplane
during the campaign.

C. J.T. Dugger, Inc. is a corporation which provided
one twin-engine airplane to the Campaign Committce and charged
a rate of $40 per hour for the use of the airplane without fuel
or pilot. In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day and to purchase all fuel
independently. The total amount paid by the Campaign Committee
for use of the J.T. Dugger, Inc. airplane was $2,294.16, the
average hourly charge was $114.13.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned

by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
fliéhts at issue occurred.
Vi. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that J.T. Dugger & Sons, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.
VII. Should J.T. Dugger & Sons, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that J.T. Dugger & Sons, Inc. or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission oh request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Q?uéx /o-/912ﬁ <£;}—ﬁ¢éz~—
Date J

.T. Dugger, Jr., President B

J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207

Date William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143



SIDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE, N. W.
WASHINGTON, D.C. 200006
TELEPHONE 202: 624-9000

TELEX 89-4063

Founded in 1866 as

Williams & Thompron

May 15, 1978

Mr. Lester Scall
‘ e Federal Election Commission
‘ 1325 K Street, N.W.
\ ' A Washington, D.C. 20463

Dear Mr. Scall:

® JCC 256>

NAA

Curcaco OFFICY.

ONU F1rsT NATIONAL P'rAaza
CH1CAGO, ILLINOIS 60607
TELEPNONE 312: 320-5400
Fnirx 25%-49364

Evvoprean OFFICE

© HOLLAND PARK
LONDON, w31 3TH, ENGLAND
TELEFHONE O1: 727-1416
Tripx 21781

Enclosed with this letter are the Conciliation
Agreements of each of the four companies from which the
Commission requested such agreements. If the Commission
accepts these Agreements, this investigation will be
at an end. Before the Commission releases its files to
the public, I would like the opportunity to review them
to avoid the disclosure of records protected by the
Freedom of Information Act. Please contact me to ar-

c range a mutually convenient time for this review.

Sincerely,

Mioadl

Michael A. Nemeroff

MAN: pv
Enclosures

ek Senator James R. Sasser
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1730 PENNSYLVANIA AVENUE, N.W. |
WASHINGTON, D.C. 20006

Mr. Lester Scall

Federal Election Commission
1325 K Street, N.W.
washington, D.C. 20463




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.CL 20463

May 2, 1978
A
N
MEMORANDUM TO: CHARLES STEELE \P
FROM: MARJORIE W. EMMONS ~
SUBJECT: MUR 216 (76) - Interim Conciliation Report dated 4-26-78

Signed by General Counsel: 4-28-78
Received in Office of Commission
Secretary: 4-28-79, 3:45
The above-mentioned document was circulated to the Commissioner
on a 24 hour no-objection basis at 2:00 o.m., May 1, 1978.
As of 2:00 p.m., this date, no objections have been received
in the Office of Commission Secretary to the Interim Conciliation

Report.



April 28, 1978

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr

SUBJECT: MUR 216

Please have the attached Interim Conciliation Report
on MUR 216 distributed to the Commission on a 24 hour

no-objection basis.

Thank you.




BEFORE THE FEDERAL ELECTION COMMISSION
April 26, 1978

In the Matter of

James R. Sasser

Airplane Services, Inc.
Pierce Ditching Company
Aviation Group Associates
J.T. Dugger & Sons

MUR 216 (76)

— N N e N N N

INTERIM CONCILIATION REPORT

On March 23, 1978, the Commission found reasonable cause
to believe that the four respondent air charter companies
violated 2 U.S.C. §441b, and authorized the sending of pro-

. posed conciliation agreements. These conciliation agreements
were sent to Michael A. Nemeroff, attorney for respondent
Senator James R. Sasser, with the understanding that he would
forward this information to the respondents and assist in the
reaching of agreements in this matter. As of this date,

! Mr. Nemeroff has advised us by phone that he has received

’ signed conciliation agreements from three of the respondents.

l He expects to reach the fourth respondent and obtain a signed

i agreement in the near future. When all four conciliation

; agreements have been signed he will forward them to us. In

the three agreements already signed, respondents made no changes.

7%6 /28 e Jeer bfotpr

L Date William C. Oldaker
General Counsel
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SIDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE. N.W. o

5 ONE FIRST NATIONAL P'LAZA
WASHINGTON, D.C. 20006 R

TELEPHONE 202: 624-9000 TELEPHONE 312: 029-5400

i 9-463 TELEX 25-4064
ELEX 89-40 T

EuROPEAN OFFICE
© HOLLAND PARK
Founded in 1866 as LONDON, W11 3TH, ENGLAND
Williams & Thompson TELEPHONE O1:727-1110

TELEX 21781

April 3, 1978

Lester Scall, Esqg.

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

Dear Mr. Scall:

Enclosed please find a check in the amount
of $865.00 which is paid in accordance with the con-
ciliation agreement accepted by the Commission on
March 9, 1978. This check constitutes full compli-
ance by the Sasser for Senate Committee with the
terms of the agreement.

Sincerely,
ﬂ/W/
Michael A. Nemeroff

MAN :amv
Enclosure
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SIpLEY & AUSTIN
1730-PENNSYLVANIA AVENUE. N. W,
WASHINGTON. D. C. 20006

-

Lester Scall, Esqg.

Office of General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D C. 20463

March 29, 19738

Michael A. Nemeroff

Sidley & Austin

1730 Pennsylvania Ave., N.W. .
Washington, D.C. 20006

Re: MUR 216 (76)

Dear Mr. Nemeroff:

I am enclosing a letter giving notice of reasonable
cause to believe that a violation of the Federal Election
Campaign Act has occurred and a conciliation agreement
for each of the four corporations who supplied James R.
Sasser with the use of their airplanes at cost.

It is our understanding that you will forward this
information to the respondents and assist in the reaching
of agreements in this matter.

Lester Scall, the attorney assigned to this matter,
will be in touch shortly, to discuss our proposed agree-
ment. His phone number is (202) 523-4052.

Wiliiam C. Oldaker
General Counsel




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D C. 20463

March 29, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

J.T. Dugger, Jr., President
J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207

Re: MUR 216(76)

Dear Mr. Dugger:

On !March 23, 1978, the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441b, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5)(A). Towards this end, I
am enclosing a proposed conciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. 1In order that this
matter mav be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esg.
Sidley & Austin

Enclosures




BEFORE THE FEDERAL ELECTION COMMISSION

March 10, 1978

In the Matter of )

) MUR 216 (76)
J.T. Dugger & Sons, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
ITI. J.T. Dugger & Sons, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. J.T. Dugger & Sons, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination

in the Tennessee Democratic Senatorial primary which was held

bri. Bugust 5, 1976,
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B. Ceommencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
J.T; Dugger & Sons, Inc. to obtain the use of its airplane
during the campaign.

C. J.T. Dugger, Inc. is a corporation which provided
one twin-engine airplane to the Campaign Committee and charged
a rate of $40 per hour for the use of the airplane without fuel
or pilot. 1In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day and to purchase all fuel
independently. The total amount paid by the Campaign Committee
for use of the J.T. Dugger, Inc. airplane was $2,294.16, the
average hourly charge was $114.13.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act cf 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee,

V. In connection with its efforts to administer FECA, the
Commission has sought to define rcasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount eqgual to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial-service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled comme¢rcial
service. This regulation was not in effect at the time that the
fliéhts at issue occurred.

VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that J.T. Dugger & Sons, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should J.T. Dugger & Sons, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. Tt is understood that this Agreement does not constitute
an admission that J.T. Dugger & Sons, Inc. or any employee of
this corporation violated any provisicn of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on reguest of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement 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.
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X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.,

Date J.T. Dugger, Jr., President
J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207

Date William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143



FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON . D.C. 20463

March 29, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Aubrey Gregory ;
Aviation Group Associates

P.0O. Box 491

Madison, Tennessee 37115

™~

& Re: MUR 216(76)

Dear Mr. Gregory:

| On March 23, 1978, the Commission found reasonable

| cause to believe that your company made a corporate

| contribution in violation of 2 U.S.C. §441lb, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and

| c actual cost of those flights.

1 The Commission has a duty to correct such violations

\ . for a period of 30 days by informal methods of conference,

| | conciliation and persuasion and to enter into a conciliation
o agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I

| am enclosing a proposed conciliation agreement which the

| P Commission would accept in settlement of this matter. Please
note that no penalty is being required. In order that this
matter may be resolved through conciliation, please contact

1 Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

e

William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esq.
Sidley & Austin

Enclosures



BEFORE THE FEDERAL ELECTION COMMISSION

March 10, 1978

In the Matter of )

) MUR 216 (76)
Aviation Group Associates )

CONCILIATION AGREEMENT

This ﬁatter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-

gation, the Federal Election Commission and the respondent have

entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),

and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Aviation Group Associates has had an opportunity to respond
to the Commission's inves:igation and to provide the information
requested. Aviation Group Associates has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A, Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination

in the Tennessee Democratic Senatorial primary which was held

on, August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Aviation Group Associates to obtain the use of its airplane
during the campaian.

C. Aviation Group Associates Inc. is a corporation which
provided one twin-engine airplane to the Campaign Committee and
charged a rate of $65 per hour for the use of the airplane fully
fueled. 1In addition, the Campaign Committee was required to
hire a pilot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates Inc.
airplane was $4,155.00, the average hourly charge was $104.65.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. 1In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgyating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount eqgual to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial ‘service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.

VI. The Commission believes that the rule established by the
reculation is required by the statute and for that reason has
determined that Aviation Group Associates has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should Aviation Group Associates again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Aviation Group Associates or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a) (1) concerning the matters at issue in
this Agreement or on its own motion may review compliance with
this Agreement. If the Commission believes that this Agreement
or any reqguirement thereof has been vioclated, it may institute
a civil action for relief in the United States District Court

for the District of Columbia.
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X. It is mutually agreed that this Agreement shall become

effective as of the date that all parties hereto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Date Aubrey Gregory
Aviation Group Associates
P.O. Box 491
Madison, Tennessee 37115

Date William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON . D.C. 20463

March 29, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Carl C. Spray .
Airplane Services, Inc.

c/o Franklin County Bank

Winchester, Tennessee

Re: MUR 216(76)

Dear Mr. Spray:

On March 23, 1978, the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441b, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5)(A). Towards this end, I
am enclosing a proposed ccnciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. 1In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attornev now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Sin er?ly’z9ur ;
” ’fj/l_ed)

. e
William C., Oldaker
General Counsel

cc: Michael A. Nemeroff, Esqg.
Sidley & Austin

Enclosures




BEFORE THE FEDERAL ELECTION COMMISSION

March 10, 1978

In the Matter of )

) MUR 216 (76)
Airplane Services, Inc. )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gation, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Airplane Services, Inc. has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Airplane Services, Inc. has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the ncomination
in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.
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B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Airplane Services, Inc. to obtain the use of its airplane
during the campaign.

C. Airplane Services Inc. is a corporation which provided
a twin-engine airplane and a single engine airplane to the
Campaign Committee and charged a rate of $35 per hour for the
airplane with a pilot. 1In addition, the Campaign Committee
purchased its fuel independently. The total amount paid for
use of the Airplane Services, Inc. airplanes was $1,900.78,
the average hourly charge was $86.79.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonanle amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campalign committee, utilizing aircraft owned

by a corporation not licensec to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

air travel between cities served by regularly scheduled
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commercial service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
flights at issue occurred.
VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason has
determined that Airplane Services, Inc. has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.
Pa VII. Should Airplane Services, Inc. again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
e an admission that Airplane Services, Inc. or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS |

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

this Agreement or on its own motion may review compliance with

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

for the District of Columbia.

X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hercto have executed

the same and the Commission has approved the entire Agreement.

XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Date qul (65 Spray_
Airplane Services, Inc.
c/o Franklin County Bank
Winchester, Tennessee

William C. Oldaker

General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143

Date



FEDERAL ELECTION COMMISSION
1325 K STREET NW
WASHINGTON, D C. 20463
March 29, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Fred H. Whaley

Pierce Ditching Company
1901 East Center Street
Kingsport, Tennessee 37664

Re: MUR 216 (76)

Dear Mr. Whaley:

On March 23, 1978 the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441b, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I
am enclosing a proposed concil.ation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Since ely yours, )
kD)

Vi
William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esgqg.
Sidley & Austin

Enclosures



BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of )

) MUR 216 (76)
Pierce Ditching Company )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this investi-
gaticn, the Federal Election Commission and the respondent have
entered into this conciliation pursuant to 2 U.S.C. §437(g) (a) (5),
and do hereby agree as follows:
I. The Federal Election Commission has jurisdiction over the
parties and the subject matter of this proceeding.
II. Pierce Ditching Company has had an opportunity to respond
to the Commission's investigation and to provide the information
requested. Pierce Ditching Company has cooperated fully with
the Commission and has made every effort to supply all relevant
information to the Commission.
III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination

in the Tennessee Democratic Senatorial primary which was held

on August 5, 1976.



B. Commencing in April 1976, the Sasser for Senate
Committee (the "Campaign Committee"), Senator Sasser's
authorized campaign committee, entered into a contract with
Pierce Ditching Company to obtain the use of its airplane
during the campaign.

C. Pierce Ditching Co. is a corporation which provided
one twin-engine airplane to the Campaign Committee for one
flight from Tri-Cities to Chattanooga. The Corporation was
paid $98 for the flight, which included the cost of fuel, and
the pilot was paid $50.

D. Expenses related to the use of this airplane were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

IV. The Federal Election Campaign Act of 1971, as amended
("FECA") prohibits corporate contributions and requires that
a corporation charge a reasonable amount for the use of its
property by a campaign committee.

V. In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by pro-

mulgating a regulation published in the Federal Register on

August 25, 1976 and becoming effective on April 13, 1977, which
requires that a campaign committee, utilizing aircraft owned
by a corporation not licensed to offer commercial service, pay
in advance an amount equal to (a) the first class airfare for

alr travel between cities served by regularly scheduled
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commercial  service or (b) the usual charter rate for air travel
between cities not served by regularly scheduled commercial
service. This regulation was not in effect at the time that the
fliéhts at issue occurred.

VI. The Commission believes that the rule established by the
reqgulation is required by the statute and for that reason has
determined that Pierce Ditching Company has accepted an in-
sufficient amount for the use of airplanes provided to then
candidate James R. Sasser.

VII. Should Pierce Ditching Company again contract to provide
aircraft to a candidate subject to FECA, the corporation shall
not rent corporate aircraft for use in campaign-related travel
without receiving in advance funds from the candidate at a rate
not less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal law.)
VIII. It is understood that this Agreement does not constitute
an admission that Pierce Ditching Company or any employee of
this corporation violated any provision of FECA. This con-
ciliation agreement, unless violated, shall constitute a complete‘
bar to any further action by the Commission with regard to the
matters set forth in this Agreement.

GENERAL CONDITIONS

IX. The Commission on request of anyone filing a complaint
under 2 U.S.C. §437g(a)(l) concerning the matters at issue in
this Agreement 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.




X. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have executed
the same and the Commission has approved the entire Agreement.
XI. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Date Fred H. Whaley
Pierce Ditching Company
1901 East Center Street
Kingsport, Tennessee 37664

Date William C. Oldaker
General Counsel
Federal Election Commission
1325 K Street, N.W,
Washington, D.C. 20463
(202) 523-4143



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ;
James R. Sasser ) MUR 216 (76)
Airplane Services, Inc. )

Pierce Ditching Co. )
Aviation Group Associates )
J. T. Dugger & Sons )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Commission,
do hereby certify that on March 23, 1978, at an Executive Session of
the Federal Election Commission at which a quorum was present, the
Commission determined by a vote of 5-0 to adopt the recommendation of
the General Counsel to take the following actions in the above-captioned
matter:
1. Find reasonable cause to believe that Airplane Services,
Inc., Pierce Ditching Co., Aviation Group Associates and
J. T. Dugger & Sons violated 2 U.S.C. Section 441b.
2. Authorize the sending of the letters and proposed
conciliation agreements attached to the General Counsel's
Report signed March 17, 1978.
Voting for this determination were Commissioners Aikens, Harris,

Springer, Staebler, and Tiernan. Commissioner Thomson recused in this

matter.

Marjorie W. Emmons
Date: March 24, 1978 Secretary to the Commission




BEFORE THE FEDERAL ELECTION COMMISSION
March 10, 1978

In the Matter of

MUR 216 (76)

EXECUTIVE SESSION
MR 23 w78

James R. Sasser

Airplane Services, Inc.
Pierce Ditching Co.
Aviation Group Associates
J.T. Dugger & Sons

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On September 21, 1976, the Commission found reason to
believe that James R. Sasser, while a candidate for the Senate
from Tennessee, accepted corporate contributions in violation of
2 1,.S.C. §441b. The allegations were that the Sasser campaign
used corporate aircraft and paid for the usage of these planes
in amounts not exceeding the cost to operate them.

On June 15, 1977, the Commission found reasonable cause to
believe that Senator Sasser violated §441lb, and on that same date,
the Commission found reason to believe that four corporations had
violated this section by providing their planes to the Sasser
campaign at cost. These companies are Airplane Services, Inc.,
Pierce Ditching Co., Aviation Group Associates and J.T. Dugger.

On February 27, 1978, Senator Sasser's counsel returned a
signed conciliation agreement incorporating changes made by
the Commission. On March 9, 1978, the Commission voted to

accept the agreement.
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THE AIRCRAFT COMPANIES

With the finalization of a conciliation agreement with
Senator Sasser, the Commission should now proceed to a conclusion
of the matter as to the four corporations. All of these respondents
submitted answers to the Commission's reason to believe finding as
to them. These responses were similar in content, 1/ and have
not provided us with information significantly different from,
or at variance with, that provided us by respondent Sasser. All
four corporations claimed that they charged then candidate Sasser
the actual cost of using their planes, that they were reimbursed
for the cost by the Senator's campaign committee, 2/ that the
lawyers for the campaign committee wrote contracts which were
thought by these four corporations to comply with the law, and
that the regulations issued by the Federal Aviation Administration
(F.A.A.) were inconsistent with the regulations issued by the
Federal Election Commission.

The legal issues were extensively discussed at the time we
recommended reason to believe as to the airline companies (see

pp. 34-41 of our report of 6/15/77), and nothing has changed to

1/ Three of the four respondents submitted written responses
while Aviation Group Associates, Inc. outlined its position
orally.

2/ J.T. Dugger requested a deposit of $1,000.



alter the conclusions we reached then. The conclusions first

point out that Commission Regulation §114.9(e) (1), provides for

the method of payment for corporate aircraft use, but the regulation
had not been in effect at the time of the flights in question.

The Commission has previously interpreted similar provisions
concerning use of corporate facilities by a candidate as clearly
prohibiting the use of corporate property where reimbursement is
merely at cost. Since the standard used is usual market value,

and such was not paid here, the four respondents made contributions
to the Sasser campaign in amounts equal to the difference between
cost and usual market value. While our investigation of this matter
did attempt to determine an amount that would be considered a usual
market value for these flights, the calculations were inexact at
best. We were able to conclude that, had regular charter service
been utilized, at least $865 extra should have been paid for the
flights in question.

The airplane companies should be offered conciliation agree-
ments consistent with the one being entered into with Senator
Sasser, with the exception that no penalty at all should be required.
The companies have contracted for payment on the basis of contracts
written by the attorney for the campaign committee. While they
violated the Act by accepting an insufficient amount, in light of
their reliance on the representations made to them, and since the
agreement with Senator Sasser's Committee requires reimbursement to
the U.S. Treasury not to them, the companies, no penalty should
be imposed. In view of the uncontroverted fact that contracts

for the rentals of these aircraft were written by campaign committee
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attorneys, the aircraft companies were led to believe that the
amounts for reimbursement were proper, and therefore, conciliation

without any penalty would be adequate.

RECOMMENDATION

The Commission should find there is reasonable cause to
believe that Airplanes Services, Inc., Pierce Ditching Co.,
Aviation Group Associates and J.T. Dugger & Sons violated 2 U.S.C.
§441b; and authorize the sending of the attached letters and

proposed conciliation agreements.

""Date ’ William C. O¥dak&r
General Counsel



FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D.C. 20463

Michael A. Nemeroff

Sidley & Austin

1730 Pennsylvania Ave., N.W. .
Washington, D.C. 20006

Re: MUR 216 (76)

Dear Mr. Nemeroff:

I am enclosing a letter giving notice of reasonable
cause to believe that a violation of the Federal Election
Campaign Act has occurred and a conciliation agreement
for each of the four corporations who supplied James R.
Sasser with the use of their airplanes at cost.

It is our understanding that you will forward this
information to the respondents and assist in the reaching
of agreements in this matter.

Lester Scall, the attorney assigned to this matter,
will be in touch shortly, to discuss our proposed agree-
ment. His phone number is (202) 523-4052.

Sincerely yours,

William C. Oldaker
General Counsel

Enclosures
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FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHINGTON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Fred H. Whaley |
Pierce Ditching Company i
1901 East Center Street

Kingsport, Tennessee 37664 |

Re: MUR 216 (76) ‘

Dear Mr. Whaley:

On the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441b, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

; The Commission has a duty to correct such violations

| for a period of 30 days by informal methods of conference,

| conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I
am enclosing a proposed conciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Sincerely yours,
William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esqg.
Sidley & Austin

Enclosures
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON.D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Carl C. Spray .
Airplane Services, Inc.

c/o Franklin County Bank

Winchester, Tennessee

Re: MUR 216(76)

Dear Mr. Spray:

On 1978, the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441lb, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I
am enclosing a proposed conciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. 1In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Sincerely yours,
William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esqg.
Sidley & Austin

Enclosures




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C.. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

J.T. Dugger, Jr., President
J.T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee 37207

Re: MUR 216(76)

Dear Mr. Dugger:

On 1978, the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §44lb, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I
am enclosing a proposed conciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. 1In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Sincerely yours,

William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esqg.
Sidley & Austin

Enclosures
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON ,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Aubrey Gregory

Aviation Group Associates
P.O. Box 491

Madison, Tennessee 37115

Re: MUR 216(76)

Dear Mr. Gregory:

On 1978, the Commission found reasonable
cause to believe that your company made a corporate
contribution in violation of 2 U.S.C. §441lb, in an amount
equal to the difference between actual market value of
flights supplied to then candidate James R. Sasser, and
actual cost of those flights.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A). Towards this end, I
am enclosing a proposed conciliation agreement which the
Commission would accept in settlement of this matter. Please
note that no penalty is being required. 1In order that this
matter may be resolved through conciliation, please contact
Robert Bogin, the staff attorney now assigned to this matter,
(202) 523-1474, at your earliest convenience.

Sincerely yours,

William C. Oldaker
General Counsel

cc: Michael A. Nemeroff, Esqg.
Sidley & Austin

Enclosures
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON ,D.C. 20463

March 10, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Michael A. Nemeroff

Sidley & Austin

1730 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Re: MUR 216 (76)

Dear Mr. Nemeroff:

The Commission, on March 9, 1978, agreed to accept
the conciliation agreement that you have heretofore
signed.

Lester Scall, the attorney assigned to this matter,
is available to discuss any questions that you may have
regarding this matter. His phone number is (202) 523-4052.

___iziiijfely yours
et
William C. Oldaker

General Counsel

Enclosure
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BEFORE THE

FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 216 (76)
James R. Sasser )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn,
and notarized complaint filed by Harry Sadler on August
3, 1976. An investigation has been conducted into all
of the charges made by the complainant. In order to
terminate this investigation, the Federal Election Com-
mission and the respondent have entered into this con-
ciliation pursuant to 2 U.S.C. §437(g) (a) (5), and do

hereby agree as follows:

I. The Federal Election Commission has jurisdiction over

the parties and the subject matter of this proceeding.

II. Senator James R. Sasser has had an opportunity to
respond to the Commission's investigation and to provide
the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to

supply all relevant information to the Commission.
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III. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United
States Senator for the State of Tennessee, was a candi-
date for the nomination in the Tennessee Democratic

Senatorial primary which was held on August 5, 1976.

B. Commencing in April 1976, the Sasser for
Senate Committee (the "Campaign Committee"), Senator
Sasser's authorized campaign committee, entered into
contracts with certain companies owning airplanes to
obtain the use of their airplanes during the campaign.
In all cases, these contracts were entered into by the
Campaign Committee. Senator Sasser did not participate
in the negotiation of these contracts and had no personal
knowledge of the terms of these contracts until this

investigation.

C. Expenses related to the use of these air-
planes were billed to the Campaign Committee, were paid
by check from the Campaign Committee's regular bank
account, and were reported to the Federal Election Com-

mission as required by law.

D. The companies which, for purposes of this

Agreement, provided airplanes to the Campaign Committee were:



sy

Aviation Group Associates Inc.
dis I, GolleieiEss,  balel

Pierce Ditching, Inc.

Airplane Services, Inc.

E. Aviation Group Associates Inc. is a
corporation which provided one twin-engine airplane to
the Campaign Committee and charged a rate of $65 per
hour for the use of the airplane fully fueled. 1In
addition, the Campaign Committee was required to hire
a pllot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates

Inc. airplane was $4,155.00, the average hourly charge

was $104.65.

F. J. T. Dugger, Inc. is a corporation which
provided one twin-engine airplane to the Campaign Com-
mittee and charged a rate of $40 per hour for the use
of the airplane without fuel or pilot. In addition,
the Campaign Committee was required to hire a pilot who
charged $75 per day and to purchase all fuel independently.
The total amount paid by the Campaign Committee for use
of the J. T. Dugger Inc. airplane was $2,294.16, the

average hourly charge was $114.13.

G. Airplane Services Inc. 1s a corporation which

provided a twin-engine airplane and a single engine
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airplane to the Campaign Committee and charged a rate
of $35 per hour for the airplane with a pilot. 1In
addition, the Campaign Committee purchased its fuel
independehtly. The total amount paid for use of the
Airplane Services, Inc. airplanes was $1,900.78, the

average hourly charge was $86.79.

H. Pierce Ditching Co. is a corporation
which provided one twin-engine airplane to the Campaign
Committee for one flight from Tri-Cities to Chattanooga.
The Corporation was paid $98 for the flight, which in-

cluded the cost of fuel, and the pilot was paid $50.

IV. The Federal Election Campaign Act of 1971, as
amended ("FECA") prohibits corporate contributions and
requires that a corporation charge a reasonable amount

for the use of its property by a campaign committee.

V. In connection with its efforts to administer FECA,
the Commission has sought to define reasonable amount by

promulgating a regulation published in the Federal Register

on August 25, 1976 and becoming effective on April 13,
1977, which requires that a campaign committee, utilizing
aircraft owned by a corporation not licensed to offer
commercial service, pay in advance an amount equal to

(a) the first class airfare for air travel between cities




served by regularly scheduled commercial service or

(b) the usual charter rate for air travel between cities
not served by regularly scheduled commercial service.
This regulation was not in effect at the time that the

flights at issue occurred.

VI. The Commission believes that the rule established
by the regulation is required by the statute and for
that reason has determined that the Campaign Committee
has paid an insufficient amount for the use of airplanes
provided by,

Aircraft Group Assoicates Inc.

Airplane Services Inc.

RN DU GG e T E e

Pierce Ditching Company
VII. In order to comply with the Commission's conclu-
sion in this regard the Campaign Committee has agreed
to pay to the United States Treasury the amount of $865.00
which is equivalent to the additional amount that the
Commission believes should have been paid to these com-

panies at the time the flights were taken.

VIII. Should Senator Sasser again become a candidate
subject to FECA, the Campaign Committee, or 1its successor,

shall not rent corporate aircraft for use in campaign-
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related travel without advancing funds to the corporate-
owner at a rate not less than the usual charter rate or
the regular first class airfare (providing this is not

prohibited by other Federal law.)

IX. It is understood that this Agreement does not con-
stitute an admission that Senator Sasser or any employee
or advisor of the Campaign Committee violated any pro-
vision of FECA. This conciliation agreement, unless
violated, shall constitute a complete bar to any further
action by the Commission with regard to the matters

set forth in this Agreement.

GENERAL CONDITIONS

I. The Commission on request of anyone filing a com-
plaint under 2 U.S.C. §437g(a) (1) concerning the matters
at issue in this Agreement 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.

II. It is mutually agreed that this Agreement shall

become effective as of the date that all parties hereto
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have executed the same and the Commission has approved

the entire Agreement.

III. It is agreed that the Campaign Committece shall

have no more than sixty (60) days from the date this
Agreement becomes effective to comply and implement the
requirements contained in this Agreement and to so notify

the Commission.

IV. This Agreement is executed in full satisfaction of

all issues raised in this compliance action.

Mlchael A. Nemeroff ;;

SIDLEY & AUSTIN

1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

(202) 624-9000

Attorney for Respondent
Jame st RSaeissel

William C. Oldaker

General Counsel
FEDERAL ELECTION COMMISSION
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143




c-

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

)
)
g MUR 216 (76)

James R. Sasser

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on March 9, 1978, the
Commission apnroved by a vote of 5-0 the Conciliation Agreement
signed by counsel for Senator James R. Sasser. The sianed
agreement incorporates the changes the Commission adopted at its
meeting of February 22, 1978, involving paragraph VII.

Commissioner Thomson did not vote in this matter.

: o o ,
W-aé, Zl/ W >/
Nate: r;? — ﬁ? - ;7 }E’ g;]vMarjorie W. Emmons
c

retary to the Commission

Memornadum dated: March 3, 1978
Received in Commission Secretary's Office: March 3, 1978, 5:11
Circulated on 72 Hour Vote Basis: March 6, 1978, 11:00



March 3, 1978

mommm TO: Marge Emmons
PROM: Elissa T. Garr

SUBJECT: MUR 216

Please have the attached Memo and Conciliation Agreement
in MUR 216 distributed to the Commission on a tally sheet

(72 hour vote).
Thank you.




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D.C. 20463

March 3, 1978

MEMORANDUM
- TO: The Commission f ]
~ FROM: William C. Olda o -
Ly SUBJECT: MUR 216 (7 Approﬁal of Conciliation Agreement

Attached is a conciliation agreement signed by counsel
for Senator James R. Sasser. The signed agreement incorporates
the changes the Commission adopted at its meeting of

— February 22, 1978, involving paragraoh VII. This conciliation
e agreement is being submitted to the Commission for

final approval.
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FEDERAL ELECTION COMMISSION

1325 N SIREET N.W.
WASHINGTON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Michael A. Nemeroff
Sidley & Austin
1730 Pennsylvania Ave., N.W.
Washington, D.C. 20006
Re: MUR 216 (76)

Dear Mr. Nemeroff:

The Commission, on March , 1978, agreed to accept
the conciliation agreement that you have heretofore
signed.

Lester Scall, the attorney assigned to this matter,
is available to discuss any questions that you may have

regarding this matter. His phone number is (202) 523-4052.

Sincerely yours

William C. Oldaker
General Counsel

Enclosure
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February 27, 1978

Mr. Lester Scall

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

Dear Mr. Scall:

Enclosed is the redrafted version of page 3
of the Conciliation Agreement between Senator James
R. Sasser and the Federal Election Commission. Please
insert this page in the Agreement, already in your
possession, and return a copy to me after it is exe-
cuted by the Commission.

Sincerely,
Michael A. Nemeroff

MAN: pv
Enclosure
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SIDLEY & AUSTIN L
1730 PENNSYLVANIA AVENUE, N.W.
WASHINGTON, D.C. 20006 16 FEE €8 A 11019

!Ir. Lester Scall
Assistant General Counsel

Federal Election Commission
1325 K Street, iu.\.
washington, D.C. 20463




BEFORE THE

FEDERAL ELECTION COMMISSION

In the Matter of )

) MUR 216 (76)
James R. Sasser )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn,
and notarized complaint filed by Harry Sadler on August
3, 1976. An investigation has been conducted into all
of the charges made by the complainant. In order to
terminate this investigation, the Federal Election Com-
mission and the respondent have entered iqto this con-
ciliation pursuant to 2 U.S.C. §437(g) (a) (5), and do

hereby agree as follows:

I. The Federal Election Commission has jurisdiction over

the parties and the subject matter of this proceeding.

II. Senator James R. Sasser has had an opportunity to
respond to the Commission's investigation and to provide
the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to

supply all relevant information to the Commission.




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

A Senator James R. Sasser, now a United
states Senator rfor the State of Tennessee, was a candi-
date for the nomination in the Tennessee Democratic

Scenatorial primary which was held on August 5, 1976.

B. Commencing in April 1976, the Sasser for
Senate Committee (the "Campaign Committee"), Senator
Sasser's authorized campaign committee, entered into
contracts with certain companies owning airplanes to |
obtain the use of their airplanes during the campaign.
In all cases, these contracts were entered into by the
Campaign Committee. Senator Sasser did not participate
in the negotiation of these contracts and had no personal
knowledge of the terms of these contracts 'until this

investigation.

C. Expenses related to the use of these air-
planes were billed to the Campaign Committee, were paid
by check from the Campaign Committee's regular bank
account, and were reported to the Federal Election Com-

mission as regquired by law.

D. The companies which, for purposes of this

Agreement, provided airplanes to the Campaign Committee were:
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Aviation Group Associates Inc.
J. T. Dugger, Inc.

Pierce Ditching, Inc.

Airplane Services, Inc.

E. Aviation Group Associates Inc. is a
corporation which provided one twin-engine airplane to
the Campaign Committee and charged a rate of $65 per
hour for the use of the airplane fully fueled. 1In
addition, the Campaign Committee was required to hire
a pilot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates

Inc. airplane was $4,155.00, the average hourly charge

was $104.65.

F. J. T. Dugger, Inc. is a corporation which
provided one twin-engine airplane to the Campaign Com-
mittee and charged a rate of $40 per hour‘for the use
of the airplane without fuel or pilot. In addition,
the Campaign Committee was required to hire a pilot who
charged $75 per day and to purchase all fuel independently.
The total amount paid by the Campaign Committee for use
of the J. T. Dugger Inc. airplane was $2,294.16, the

average hourly charge was $114.13.

G. Airplane Services Inc. is a corporation which

provided a twin-engine airplane and a single engine
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airplane to the Campaign Committee and charged a rate -
of $35 per hour for the airplane with a pilot. 1In
addition, the Campaign Committee purchased its fuel
independently. The total amount paid for use of the
Alrplane Services, Inc. airplanes was $1,900.78, the

average hourly charge was $86.79.

H. Pierce Ditching Co. is a corporation
which provided one twin-engine airplane to the Campaign
Committee for one flight from Tri-Cities to Chattanooga.
The Corporation was paid $98 for the flight, which in-

cluded the cost of fuel, and the pilot was paid $50.

IV. The Federal Election Campaign Act of 1371, as
amended ("FECA") prohibits corporate contributions and
requires that a corporation charge a reasonable amount

for the use of its property by a campaign committee.

V. In connection with its efforts to administer FECA,
the Commission has sought to define reasonable amount by

promulgating a regulation published in the Federal Register

on August 25, 1976 and becoming effective on April 13,
1977, which requires that a campaign committee, utilizing
aircraft owned by a corporation not licensed to offer
commercial service, pay 1n advance an amount equal to

(a) the first class airfare for air travel between cities
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served by regularly scheduled commercial service or

(b) the usual charter rate for air travel between cities
not served by regularly scheduled commercial service.
This regulation was not in effect at the time that the

flights at issue occurred.

VI. The Commission believes that the rule established
by the regulation is required by the statute and for
that reason has determined that the Campaign Committee
has paid an insufficient amount for the use of airplanes
provided by,

Aircraft Group Assoicates Inc.

Airplane Services Inc.

J. T. Dugger Inc.

Pierce Ditching Company
VII. 1In order to comply with the Commission's conclu-
sion in this regard the Campaign Committee has agreed
to pay to the United States Treasury the amount of $865.00
which is equivalent to the additional amount that the

Commission believes  should have been paid to these com-

panies at the time the flights were taken.

VIII. Should Senator Sasser again become a candidate
subject to FECA, the Campaign Committee, or its successor,

shall not rent corporate aircraft for use in campaign-



related travel without advancing funds to the corporate-
owner at a rate not less than the usual charter rate or
the regular first class airfare (providing this is not

prohibited by other Federal law.)

IX. It is understood that this Agreement does not con-
stitute an admission that Senator Sasser or any employee
or advisor of the Campaign Committee violated any pro-
vision of FECA. This conciliation agreement, unless
violated, shall constitute a complete bar to any further
action by the Commission with regard to the matters

set forth in this Agreement.

GENERAL CONDITIONS

I. The Commission on request of anyone filing a com-
plaint under 2 U.S.C. §437g(a) (1) concerning the matters
at issue in this Agreement or on its own motion may
review compliance with this Agreement. If the Commission
believes that this Agreement or any requirement thereaf

has been violated, it may institute a civil action for

relief in the United States District Court for the District

of Columbia.

II. It is mutually agreed that this Agreement shall

become effective as of the date that all parties hereto




have executed the same and the Commission has approved

the entire Agreement.

III. It is agreed that the Campaign Committee shall

have no more than sixty (60) days from the dute this
Agreement becomes effective to comply and implement the
requirements contained in this Agreement and to so notify

the Commission.

IV. This Agreement is executed in full satisfaction of

all issues raised in this compliance action.

%»u,éw«ﬂ W

Michael A. Nemeroff
SIDLEY & AUSTIN
1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
(202) 624-9000

Attorney for Respondent
James R. Sasser

William C. Oldaker

General Counsel
BoBRRRr: =ERamToN COMMTSSTON
1325 K Street, N.W.
Washington, D.C. 20463
(202) 523-4143




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 216 (76)
James R. Sasser )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on February 23, 1978, at an
Executive Session of the Federal Election Commission at which a
quorum was present, the Commission determined by a vote of 5-0
to reject the following terminology in Part VII of the conciliation
agreement attached to the General Counsel's memorandum dated
February 15, 1978, and first circulated to the Commission on a
no-objection basis, and to which an objection was filed, thus placing
the matter on the agenda of February 23, 1978:

" is not intended as a penalty, but it . . ."

Voting for the deletion of this language: Commissioners Aikens,
Harris, Springer, Staebler, and Tiernan.

Commissioner Thomson recused himself from discussion and vote

in MUR 216 (76).

Marjorie W. Emmons
Secretary to the Commission

Date: February 27, 1978
Time: 2:00 p.m.




FEDERAL ELECTION COMMISSION
1325 K STREET NW:-
WASHING TON,D.C. 20463

February 16, 1978

MEMORANDUM TO: CHARLES STEELE
FRO™:

MARIORIE W. Emons DK E Ly 5
SUBJECT:

MUR 216 (76) - Conciliation Agreement

The above-mentioned document was circulated to the

Commissioners on February 16, 1978 at 9:9N.

At 3:45, February 16, 1978, Commissioner Aikens submitted
an objection thereby pnlacing MIR 215 (7€) on the Executive
g Session Aqenda for February 23, 1973.
r-’
O‘O\-U“ON 2
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February 15, 1978

MEMORANDUM TO: Marge Emmons

FROM: Elissa T. GArr
SUBJECT: MUR 216

Please have the attached Memo and Conciliation Agreement

on MUR 216 distributed to the COQmilsion on a 24 hour no-
objection basis.

Thank you.




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

February 15, 1978

MEMORANDUM TO: The Commission

V 4
FROM: William C. omW

SUBJECT: MUR 216(76): Conciliation Agreement
of Senator James R. Sasser -

On February 10, 1978, Senator Sasser formally responded
to the proposed agreement which had tentatively been agreed
upon by the Commission on January 18, 1978. Counsel for
the Senator signed the agreement with the following changes:
On page 2, paragraph D: The Senator deleted the word
"relevant," and on line 2 of this same paragraph, after the
word "which," added the words "for purposes of this agreement.’
On page 4, paragraph VII: The Senator added the following
sentence to this paragraph: "This amount is not intended as
a penalty, but it is eguivalent to the additional amount that
the Commission believes should have been paid to these com-
panies at the time the flights were taken."”
We believe neither change is inconsistent with the
Commission's thinking and its proposed agreement, and should

be accepted. A copy of the signed agreement is attached.

dow TiOy,

1CA,
WERTAY
> @
(9 N
Wz

(3
KEORE LY




SIDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE. N. W,
WasHINGTON, D.C. 20006
TELEPHONE 202: 624-9000

TELEX 89-1G3

Founded in 1866 as
Williams & Thompson

February 10, 1978

Mr. Lester N. Scall
Assistant General Counsel
Federal Election Commission
H3250 K Sitceet, N.Ws:
Washington, D.C. 20463

Dear Mr. Scall:

< (0

JARYa)

CHicago Orrice
ONE FiRsT NATIONAL PLAZA
CHicaco, ILLINOIS 60603
TELEPHONE 312: 329-%400
TerEex 25-4364

EuroPEAN OFFICE
9 Horrasp Park
LoNvon.wit 3TH, ENGLAND
TELEPHONE O1:727-1416
TeLEX 21781

Enclosed with this letter is the Conciliation

Agreement in the matter of James R. Sasser.

I have

executed the Agreement on behalf of Senator Sasser.

'

Sincerely,

ﬁkkéqazma7ﬁi

Michael A. Nemeroff

MAN: pv
Enclosure
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BEFORE THE

FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 216 (76)
James R. Sasser )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn,
and notarized complaint filed by Harry Sadler on August
3, 1976. An investigation has been conducted into all
of the charges made by the complainant. 1In order to
terminate this investigation, the Federal Election Com-
mission and the respondent have entered into this con-
ciliation pursuant to 2 U.S.C. §437(g) (a) (5), and do

hereby agree as follows:

I. The Federal Election Commission has jurisdiction over

the parties and the subject matter of this proceeding.

II. Senator James R. Sasser has had an opportunity to
respond to the Commission's investigation and to provide
the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to

supply all relevant information to the Commission.
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III. The pertinent facts in this matter are as follows:

A Senator James R. Sasser, now a United
states Senator for the State of Tennessee, was a candi-
date ‘or the nomination in the Tennessee Democratic

Senatorial vrimary which was held on August 5, 1976.

3. Commencing in April 1976, the Sasser for
Senate Committee (the "Campaign Committee"), Senator
Sasser's authorized campaign committee, entered into
contracts with certain companies owning airplanes to
obtain the use of their airplanes during the campaign.
In all cases, tnese contracts were entered into by the

Campaign Committee., Senator Sasser did not participate

in the negotiation of these contracts and had no personal

knowledge of the terms of these contracts until this

investigation.

C. Expenses related to the use of these air-
planes were billed to the Campaign Committee, were paid
by check from the Campaign Committee's regular bank
account, and were reported to the Federal Election Com-

mission as required by law.

D. The companies which, for purposes of this

Agreement, provided airplanes to the Campaign Committee

were:




Aviation Group Associates Inc.
J. T. Dugger, Inc.

Pierce Ditching, Inc.

Airplane Services, Inc.

E. Aviation Group Associates Inc. is a
corporation which provided one twin-engine airplane to
the Campaign Committee and charged a rate of $65 per
hour for the use of the airplane fully fueled. 1In
addition, the Campaign Committee was required to hire
a pilot who charged $75 per day. The total amount paid
by the Campaign Committee for the Aviation Group Associates

Inc. airplane was $4,155.00, the average hourly charge

was $104.65.

F. J. T. Dugger, Inc. is a corporation which
provided one twin-engine airplane to the Campaign Com=-
mittee and charged a rate of $40 per hour for the use
of the airplane without fuel or pilot. In addition,
the Campaign Committee was required to hire a pilot who
charged $75 per day and to purchase all fuel independently.
The total amount paid by the Campaign Committee for use
of the J. T. Dugger Inc. airplane was $2,294.16, the

average hourly charge was $114.13.

G. Airplane Services Inc. is a corporation which

provided a twin-engine airplane and a single engine




airplane to the Campaign Committee and charged a rate -
of $35 per hour for the airplane with a pilot. 1In
addition, the Campaign Committee purchased its fuel
independently. The total amount paid for use of the
Airplane Services, Inc. airplanes was $1,900.78, the

average hourly charge was $86.79.

H. Pierce Ditching Co. is a corporation
which provided one twin-engine airplane to the Campaign
Committee for one flight from Tri-Cities to Chattanooga.
The Corporation was paid $98 for the flight, which in-

cluded the cost of fuel, and the pilot was paid $50.

IV. The Federal Election Campaign Act oI 1371, as
amended ("FECA") prohibits corporate contributions and
regquires that a corporation charge a reasonable amount

for the use of its property by a campaign committee.

V. In connection with its efforts to administer FECA,
the Commission has sought to define reasonable amount by

promulgating a regulation published in the Federal Register

on August 25, 1976 and becoming effective on April 13,
1977, which requires that a campaign committee, utilizing
aircraft owned by a corporation not licensed to offer
commercial service, pay in advance an amount equal to

(a) the first class airfare for air travel between cities



served by regularly scheduled commercial service or

1) the usual charter rate for air travel between cities
a0t served by reygularly scheduled commercial service.
This regulation was not in effect at the time that the

flights at 1ssue occurred.

VI. The Commission believes that the rule established
by the regulation 1s required by the statute and for
that reason has determined that the Campaign Committee
has paid an insufficient amount for the use of airplanes

provided by,

Ailrcraft Group Associates Inc.
Airplane Services Inc.

RO Dlgger SEnes

Pierce Ditching Company

VII. In order to comply with the Commission's conclu-
sion in this regard the'Campaign Committee has agreed
to pay to the Commission the amount of $865.00. This
amount is not intended as a penalty, but it is equivalent
to the additional amount that the Commission believes
should have been paid to these companies at the time the

flights were taken.

VIII. Should Senator Sasser again become a candidate
subject to FECA, the Campaign Committee, or its successor,

shall not rent corporate aircraft for use in campaign-



related travel without advancing funds to the corporate-
owner at a rate not less than the usual charter rate or
the regular first class airfare (providing this is not

prohibited by other Federal law.)

IX. It is understood that this Agreement does not con-
stitute an admission that Senator Sasser or any employee
or advisor of the Campaign Committee violated any pro-
vision of FECA. This conciliation agreement, unless
violated, shall constitute a complete bar to any further
action by the Commission with regard to the matters

set forth in this Agreement.

GENERAL CONDITIONS

I. The Commission on request of anyone filing a com-
plaint under 2 U.S.C. §437g(a) (1) concerning the matters
at issue in this Agreement or on its own motion may
review compliance with this Agreement. If the Commission
believes that this Agreement or any requirement thereaf

has been violated, it may institute a civil action for

relief in the United States District Court for the District

of Columbia.

II. It is mutually agreed that this Agreement shall

become effective as of the date that all parties hereto
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have executed the same and the Commission has approved

the entire Agreement.

III. It is agreed that the Campaign Committee shall

have no more than sixty (60) days from the date this
Agreement becomes effective to comply and implement the
requirements contained in this Agreement and to so notify

the Commission.

IV. This Agreement is executed in full satisfaction of

all issues raised in this compliance action.

Mlchael A. Nemeroff ;;

STDLHEY & AUSTETN

1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

(202) 624-9000

Attorney for Respondent
James R. Sasser

William C. Oldaker

General Counsel
FECRRAA SIUOETON COMMTESION
1323 K Street, N.W.
Washington, D.C. 20463

(202) 523-4143



SIDLEY & AUSTIN

1730 PPENNSYLVANIA AVENUE. N. W,
WAsHINGTON, D.C. 20006

TELEPHONE 202: 624-9000

TELEX 89-463

Founded in 1866 as

Williams & Thompson

February 10, 1978

Mr. Lester N. Scall
Assistant General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Scall:

0 (0

N

CHICAGO OFrICE
ONE FIRST NATIONAL PLAzA
CHI1CAGO, ILLINOIS 60GO3
TELEPHONE 312: 1329-5400
TrELEX 25-436G4

EunopeaN OFFICE

9 HoLLAND PARK
LONDON, Wi 3TH, ENGLAND
TELEPBONE 01:727-1416

TeLrx 21781

Enclosed with this letter is the Conciliation

Agreement in the matter of James R. Sasser.

I have

executed the Agreement on behalf of Senator Sasser.

Sincerely,

Michael A. Nemeroff

MAN : pv
Enclosure
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served by regularly scheduled commercial service or

(b) the usual charter rate for air travel between cities
not served by regularly scheduled commercial service.
This regulation was not in effect at the time that the

flights at issue occurred.

VI. The Commission believes that the rule established
by the regulation is required by the statute and for
that reason has determined that the Campaign Committee
has paid an insufficient amount for the use of airplanes
provided by,

Aircraft Group Assoclates Inc.

Airplane Services Inc.

df i IBlbkeiEicys  Ihglels

Pierce Ditching Company
VII. In order to comply with the Commission's conclu-
sion in this regard the Campaign Committee has agreed
to pay to the Commission the amount of $865.00. This
amount is not intended as a penalty, but it is equivalent
to the additional amount that the Commission believes
should have been paid to these companies at the time the

flights were taken.

VIII. Should Senator Sasser agailn become a candidate
subject to FECA, the Campaign Committee, or its successor,

shall not rent corporate aircraft for use in campaign-



SIDLEY & AUSTIN
1730 PENNSYLVANIA AVENUE, N.W.
WASHINGTON. D.C. 20006

v
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0

Mr. Lester N. Scall
Assistant General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

January 25, 1978

Michael A. Nemeroff, Esquire
Sidley & Austin

1730 Pennsylvania Avenue, NW
Washington, DC, 20006

'//¢2Z://Z;’/) Re: MUR 216(76)

-

Dear Mr. eroff:

Enclosed is an original of a conciliation
agreement, incorporating your proposal with changes
adopted by the Commission in its meeting of
January 18, 1978.

If this agreement is acceptable to
Senator Sasser, please sign the agreement and
return it. After it is signed, the agreement will
be submitted to the Commission for final approval
and for signature by the General Counsel.

Sincgrely yours,

/ William C. Oldaker
General Counsel

Attachment
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{] Show to whom and date delivered .. ... ¢
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Show to whom and date delivered. . A S
D‘RESTRICTED DELIVERY.

Show to whom, date, and address of delivery. S
(CONSULT POSTMASTER FOR FEES)
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'
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I have received the article described above.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 216 (76)
James R. Sasser )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and
notarized complaint filed by Harry Sadler on August 3, 1976.
An investigation has been conducted into all of the charges
made by the complainant. In order to terminate this
investigation, the Federal Election Commission and the
respondent have entered into this conciliation pursuant to
2 U.S.C. § 437g(a) (5), and do hereby agree as follows:

I. The Federal Election Commission has jurisdiction over

the parties and the subject matter of this proceeding.

II. Senator James R. Sasser has had an opportunity to
respond to the Commission's investigation and to provide

the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to supply
all relevant information to the Commission.

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

A. Senator James R. Sasser, now a United States Senator
for the State of Tennessee, was a candidate for the nomination
in the Tennessee Democratic Senatorial primary which was held
on August 5, 1976.

B. Commencing in April 1976, the Sasser for Senate

Committee (the "Campaign Committee"), Senator Sasser's
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was required to hire a pilot who charged $75 per day and to
purchase all fuel independently. The total amount paid by
the éampaign Committee for use of the J. T. Duggér Inc.
airplane was $2,294.16, the average hourly charge was $114.13.
G. Airplane Services Inc. is a corporation which
provided a twin-engine airplane and a single engine airplane to the
Campaign Committee and charged a rate of $35 per hour for the
‘ airplane with a pilot. In addition, the Campaign Committee

| purchased its fuel independently. The total amount paid for
| o

use of the Airplane Services, Inc. airplanes was $1,900.78, the
| :i average hourly charge was $86.79.
. H. Pierce Ditching Co. is a corporation which provided
one twin-engine airplane to the Campaign Committee for one
£ flight from Tri-Cities to Chattanooga. The Corporation was

paid $98 for the flight, which included the cost of fuel,

and the pilot was paid $50.

IV. The Federal Election Campaign Act of 1971, as amended

‘ ("FECA") prohibits corporate contributions and requires that

a corporation charge a reasonable amount for the use of its
property by a campaign committee.
V. 1In connection with its efforts to administer FECA, the
Commission has sought to define reasonable amount by

| promulgating a regulation published in the Federal Register

on August 25, 1976 and becoming effective on April 13, 1977,

which requires that a campaign committee, utilizing aircraft

owned by a corporation not licensed to offer commercial service,

pay in advance an amount equal to (a) the first class airfare

for air travel between cities served by regularly scheduled



o . o

authorized campaign committee, entered into contracts with
certain companies owning airplanes to obtain the use of their
airplanes during the campaign. In all cases, these contracts
were entered into by the Campaign Committee. Senator Sasser
did not participate in the negotiation of these contracts and
had no personal knowledge of the terms of these contracts
until this investigation.

C. Expenses related to the use of these airplanes were
billed to the Campaign Committee, were paid by check from the
Campaign Committee's regular bank account, and were reported
to the Federal Election Commission as required by law.

D. The relevant companies which provided airplanes to
the Campaign Committee were:

Aviation Group Associates Inc.
J. T. bugger, Inc.

Pierce Ditching, Inc.

Airplane Services, Inc.

E. Aviation Group Associates Inc. is a corporation
which provided one twin-engine airplane to the Campaign
Committee and charged a rate of $65 per hour for the use of the
airplane fully fueled. 1In addition, the Campaign Committee
was required to hire a pilot who charged $75 per day. The
total amount paid by the Campaign Committee for the Aviation
Group Associates Inc. airplane was $4,155.00, the average
hourly charge was $104.65.

F. J. T. Dugger, Inc. is a corporation which provided
one twin-engine airplane to the Campaign Committee and

charged a rate of $40 per hour for the use of the airplane

without fuel or pilot. In addition, the Campaign Committee
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commercial service or (b) the usual charter rate for air
travel between cities not served by regularly scheduled
commercial service. This regulation was not in effect at
the time that the flights at issue occurred.
VI. The Commission believes that the rule established by the
regulation is required by the statute and for that reason
has determined that the Campaign Committee has paid an
insufficient amount for the use of airplanes provided by,

Aircraft Group Associates Inc.

Airplane Services Inc.

J. T. Dugger Inc.

Pierce Ditching Company
VII. In order to comply with the Commission's conclusion in
this regard the Campaign Committee has agreed to pay to the
Commission the amount of $865.00.
VIII. Should Senator Sasser again become a candidate subject
to FECA, the Campaign Committee, or its successor, shall not
rent corporate aircarft for use in campaign-related travel
without advancing funds to the corporate-owner at a rate not
less than the usual charter rate or the regular first class
airfare (providing this is not prohibited by other Federal
law)
IX. It is understood that this Agreement does not constitute
an admission that Senator Sasser or any employee or advisor
of the Campaign Committee violated any provision of FECA.
This conciliation agreement, unless violated,ghall constitute
a complete bar to any further action by the Commission with

regard to the matters set forth in this Agreement.




GENERAL CONDITIONS
I. The Commission on request of anyone filing a complaint
undér 2 U.S.C. § 437g(a) (1) concerning the matters at
issue in this Agreement 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.
ITI. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have
executed the same and the Commission has approved the
entire Agreement.
ITII. It is agreed that the Campaign Committee shall have
no more than sixty (60) days from the date this Agreement
becomes effective to comply and implement the requirements
contained in this Agreement and to so notify the Commission.
IV. This Agreement is executed in full satisfaction of all

issues raised in this compliance action.

Michael A. Nemeroff
SIDLEY & AUSTIN
1730 Pennsylvania Avenue, N. W.
Washington, D. C. 20006
(202) 624-900
Attorney for Respondent
James R. Sasser

William C. Oldaker
General Counsel
FEDERAL ELECTION COMMISSION
1325 K Street, N. W.
Washington, D. C. 20463
(202) 523-4143 !




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

MUR 216 (77)
James R. Sasser )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on January 18, 1978, the
Commission determined by a vote of 4-0 to adopt the amended recommenda-
tion of the General Counsel to proceed with conciliation efforts in
the above-captioned matter without requiring an admission of a
violation in the conciliation agreement, but incorporating the other
recommendations for minor changes in the agreement as set forth in
the General Counsel's Interim Conciliation Report dated December 30,
1977.

Voting for this determination were Commissioners Aikens,
Springer, Staebler, and Tiernan. Commissioner Thomson abstained
from voting. Commissioner Harris was not present at the time of the

vote.

Secretary to the Commission
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PR Rl o Cnrease mors 80505
TELEPHONE 202: 624-9000 TELEPHONE D12: H29-5400

TELEX 25-336G4

TELEX 89-4G3 Trrex :
EUROPEAN OQVFICE
9 HoLiAND PARK

W e LoNDoN, Wit 371, ENGLAND

Williams & Thompson TELEPHONE O1:727-1416

January 17, 1978

TELEX 2178)

William Oldaker, Esquire
General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Oldaker:

Enclosed is a copy of a letter that I sent
to Charles Steele last Friday in which I identified
the principal concerns that we have concerning the
proposed Conciliation Agreement in the matter of
Senator James R. Sasser. In view of the Conciliation
Agreement accepted by the Commission in the matter of
The President Ford Committee, and the apparent similarity
between the two proceedings, we believe that the Com-
mission should accept our proposed Conciliation Agree-
ment. Please contact me if you have any questions
concerning our position.

Sincerely,
Michael A. Nemeroff

MAN:pv
Enclosure



SIDLEY & AUSTIN

b

C1730 PENNSYLVANIA AVENUE, N. W.
WASHINGTON, D. C. 20006

Q

William Oldaker, Esquire
General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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SIDLEY & AUSTIN
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TELEPHONE 202: 624-9000 TELEPHONE 312: 329-5400
T 25-436G4
TeELEX 89-14063 ],Ef'f’ifv_,
EuropPEAN OFFICE
9 HorLrLaND PARK
Founded in 1866 as LONDON, Wit 3TH, ENGLAND
Williams & Thompson TELEPHONE O1:727-14106

TELEX 21781

January 13, 1978

Charles N. Steele, Esgqg.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

Re: 1In the Matter of Senator James R. Sasser,
Mur 216 (76)

Dear Mr. Steele:

This will confirm our telephone conversation
of today in which we discussed the proposed Conciliation
Agreement dated November 8, 1977, which we forwarded to
the Commission on November 16, 1977. I indicated that
the Agreement contained two principles which we considered
extremely important. First, the Agreement contains a
statement making clear that neither Senator Sasser nor
the Campaign Committee admits that it violated any pro-
vision of the Federal Election Campaign Act of 1971.
Second, the Agreement also states that the Campaign
Committee is willing to reimburse the corporations owning
aircraft a reasonable additional amount for the use of
the aircraft. Paragraphs VII and IX of the November 8
Agreement set forth our proposals on these issues.

I further stated that our proposals should be
acceptable to the Commission because it had accepted iden-
tical proposals in the Conciliation Agreement for The
President Ford Committee. We discussed that the facts in
the two investigations seemed similar. On that basis, the
Commission should accept Paragraphs VII and IX in our
Conciliation Agreement because similarly situated persons



SIDLEY

& AUSTIN WasitinGgToN, D. C. 20006

Charles N. Steele, Esqg.
January 13, 1978
Page Two

should be treated the same.

I also want to make clear that proposed
language that I sent to you by letter dated December
14 was not intended as a modification of our November
8 proposal, but was merely an attempt to make explicit
certain suggestions you had made. As my letter indicated,
I have never discussed that language with Senator Sasser.
In view of the Agreement accepted by the Commission from
The President Ford Committee, I doubt very much whether
we would accept your suggestions as set forth in the
December 14 letter.

If you have any guestions concerning this letter,
please contact me.

Sincerely,

Medooid Nlleazeyg

Michael A. Nemeroff

MAN/mem



SIPDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE, N.W.

WASHINGTON. D. C. 20006

-

Charles N. Steele, Esq.
Federal Election Commission

1325 K Street, N.W.
wWwashington, D.C.




December 30, 1977

MEMORANDUM TO: Marge Emmons
FROM: Jeff Bowman '
SUBJECT: MUR 216(76) Team$2 = Staff MembersOliphant

Please have the attached Interim Conciliation
Report on MUR 216(76) distributed to the Commigsion and
placed on the Compliance Agenda for the Commission
meeting of January 4, 1978.

Thank you.




December 30, 1977

Before the Federal Election Commission

In the Matter of )

) MUR 216 (76)
James R. Sasser )

Interim Conciliation Report

The attached proposed conciliation agreement (Attachment A)
was submitted to the Commission on Senator Sasser's behalf on
November 18, 1977. After discussions with staff of the General
Counsel's office the additional proposed changes to the original
proposed agreement were submitted (Attachment B). Senator Sasser's
counsel feels very strongly that in view of the facts surrounding
the use of the airplanes in this case that the Senator should not
be required to make any admission that he personally violated the
Act. However, the revisions submitted by his counsel include a
compromise whereby it would be admitted that the committee agrees
that its failure to pay more constituted a violation of the Act.

The General Counsel recommends that this compromise be accepted for
the following reasons: an apparently good faith effort was made to
comply with the Act in that the aircraft companies charged the Senator
what they charge other occasional users; money was in fact paid in
rental of these planes; it was properly reported; and, there is no
showing that the Senator himself was personally involved in the
arrangements.

In view of the Senator's compromises in the revisions to

the proposed conciliation agreement, the General Counsel feels that




the Commission should find it substantially acceptable with the
following minor revisions:

On Page 2; III.B.-- Allowing the inclusion of the language
regarding "advice of counsel" seems to the General Counsel to be
establishing an undesirable precedent, since candidates are held
strictly liable for the activities of their campaign committees.

On Page 2; III.C.-- It is recommended that "all" be
stricken from both places in the first line. The Commission has
no knowledge that the Committee was billed for ALL flights. For
the flights of which the Commission is aware, it would be accurate
to state: "Expenses related to the use of these airplanes...."

On Page 2; III.D.-- The word "relevant" should be inserted
before "companies" in the first line. Campbell Aero Service and
Colemill Enterprises, Inc. should be eliminated from the top of
page three, since the Commission found no reasonable cause to believe
against them.

On Page 3; III.E. and F.-- These paragraphs should be
eliminated for the foregoing reason.

On Page 5; V.-- The stated publication date of the regula-
tion is erroneous and should read "August 25, 1976." It is also
recommended that a sentence be added to the end of this paragraph:
"This regulation was not in effect at the time that the flights at
issue occurred."”

On Page 5; VI.-- The first sentence should be omitted,
and the "nevertheless" should also be omitted.

On Page 6; VII.-- The proposed revision to this paragraph

seems acceptable except that the sentence "the sum of $865.00 is




-~

equal...." should be eliminated as surplusage. With respect to
the correct amount of money for the penalty, the cost determinations
made by the General Counsel's office indicate that the campaign
would have paid more than $865 extra if it had utilized regular
charter service. However, such calculations are inexact at best
and the General Counsel's office would recommend that $865 is an
acceptable compromise.

On Page 6; VIII.-- "Reimbursing" in the fourth line
should read "advancing funds to."

It is recommended that the Commission offer to accept
the revised proposed conciliation agreement with the additional

recommended changes of the General Counsel; and, direct the General

Counsel to proceed with conciliation along these lines.

Dated:go ;’g!&: k‘;} - - =) o

Steele
Associate General Counsel
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Federal Election Commission
1325 K Street, N.W.
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Re: MUR 2],év (76)

Dear Mr. Oldaker:

I must apologize for not providing the enclosed
draft Conciliation Agreement at an earlier date. My
efforts have been hampered by a number of unfortunate
circumstances which hopefully will not repeat themselves.
Of course, because of the press of Senate business at the
end of this session, it has been quite difficult to meet
the Senator to review my proposals. In addition, the
Senator's Administrative Assistant and my colleague,
Quincy White, have been hospitalized and unavailable for
consultation. Tnis has considerably slowed my efforts
in preparing a draft.

The enclosed draft contains certain principles
that we believe are particularly important. First and
foremost, is the principle of not admitting a violation
of the statute. We attempted to draft an Agreement without
an explicit non-admissions paragraph but were unsuccessful
because we felt that without this paragraph the Agreement
did not properly reflect the nature of the Commission's
objection to the use of corporate aircraft by the Sasser
campaign.
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william C. Oldaker, Esqguire
November 16, 1977
Page two

This proceeding is unlike other Commission pro-
ceedings involving corporate aircraft in which the issue
is, for example, a failure to pay anything for corporate
services or a failure to report the receipt of corporate
services. In this proceeding all transactions were
reported, there was no effort to obtain corporate services
without charge, and the Commission asserts only that the
amount paid for airplane services by the Sasser campaign
was insufficient. Moreover, the difference between the
amount paid by the campaign and the amount asserted by
the Commission does not appear very substantial. Thus,
this is a far more ambiguous basis for finding a viola-
tion than in other proceedings before the Commission be-
cause, until the Commission's regulation, 11 C.F.R. 11l4.
9(e), there was no definitive standard establishing the
amount to be paid for charter air service. Although we
would have complied with the regulation if it applied,
it did not become effective, and indeed was not even
published in final form, until all flights at issue were
taken.

Under these circumstances, it would be unfair
for the Senator to be forced to sign an Agreement ad-
mitting that he violated the law. Congress established
the conciliation procedure as a means of obtaining
voluntary compliance. An admission of a violation may be
appropriate in a proceeding in which the facts suggest
a more reckless disregard for the law. But here, where
the Sasser campaign attempted to comply and there is only
an honest disagreement over whether the amount of money
paid was enough, 1 non-admission paragraph seems to be
necessary to avoid an unwarranted stigma of wrong doing
on the respondent. Of course, if you can suggest a
different approach which would achieve the same result,
we would consider withdrawing our insistence on a non-
admission paragraph.

There are several other principles which we
also consider important. We have attempted to make
clear the lack of perscnal involvement by the Senator
in the negotiation and execution of the contracts for air-
plane services. It was the Campaign Committee's counsel
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William C. Oldaker, Esquire
November 16, 1977
Page three

and staff that handled all arrangements; the Senator was
not informed of the terms of the contracts until this
proceeding.

i

Finally, in calculating the amount to be paid
we have attempted to "split the difference" between the
analvsis of the proper charge found in our memorandum of
August 17, 1977, and the Commission staff's views. The
only disagreement between the staff and ourselves over
the calculations in the August 17 memorandum was over
our choice of a reasonable charter rate. We have used
the staff's charter rate estimates by averaging the ranges
provided by Lyn Oliphant and choosing an amount half way
between our figure and the staff's average as the proper
charter rate. We have applied this number to all flights
by Airplane Services Inc. for which no commercial air-
line service existed, and we calculated an additional
charge of $330. We followed the same procedure for the
J. T. Dugger Inc. airplane, but because there is no
record as to whether the flights taken on this airplane
were taken over routes served by commercial airlines, we
have applied the charter rate to one half of all the Dugger
flights, resulting in an additional charge of $535. 1In
accordance with our view that this Agreement should re-
flect the Commission's belief that an insufficient amount
was paid without admitting a violation, the Agreement calls
for payment to the companies and not the Commission as =
a penalty.

We cannot agree, however, to pay any addi-
tional charge to Aircraft Group Associates Inc. or to
Pierce Ditching Company. Our charter rate for the former
was proper because 1t was equal to the rate charged by
Colemill Enterprises Inc., a commercial charter company,
for the same type of airplane. In addition, no charter
rate may be applied to Pierce Ditching because the only
£light on that company's airplane was taken on a route
served by commercial airlines, and the amount paid was
more than the commercial airline charge.
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We believe that the enclosed draft further
explains our position and provides a step forward in
settling this proceeding. Because the Commission has
only presented a rough draft of a proposed agreemént,
we are sure that you will have guestions concerning
our proposal. The Senator asked that I convey to you
his strong desire to reach a mutually satisfactory
resolution to this matter. We would be happy, at your
convenience, to meet and discuss our proposal further.

Sincerely,

b

4 2 A
& 5 g F ‘/_ / "1 . o ;
Pl Py e - JJ,‘. /MV/C :
f ( = f / f,;-/; 5
Michael A. Nemeroff
MAN/ep

cc: Mr. Charles Steele
Ms. Lyn Oliphant

“\’ASHINGTON. D.C. 20006
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DRAFT

. . ELAB/1T

BEFORE THE

FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 216 (176)
James R. Sasser )

CONCILIATICHN AGREEMENT

This matter was initiated by a signed; sworn,
and notarized complaint filed by Harry Sadler on August
3, 1976. An investigation has been conducted into all
of the charges made b& the complainant. In orxrder to
terminate this investigation, the Federal Election Com=-
mission and the respondent have entered into this
conciliation pursuant to 2 U.S.C. §437g(a) (5), and do

hereby agree as follows:

R[S The Federal Election Commission has jurisdiction

over the parties and the subject matter of this proceed-

TR Senator James R. Sasser has had an opportunity to
respond to the Commission's investigation and to provide
the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to

supply all relevant information to the Commission.



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

A. Senator James R. Sasser, now a United
States Senator for the State of Tennessee, was a candi-
¢

date for the nomination in the Tennessee Democratic

Senatorial primary which was held on August 5, 1976.

B. Commencing in April 1976, the Sasser for
Senate Committee (the "Campaign Committee"), Senator
Sasser's authorized campaign committee, entered.into
contracts with certain companies owning airplanes to
obtain the use of their airplanes during the campaign.
In all céses, these eontracts were entered into by the
Campaign Committee, with the advice of counsel. Senator
Sasser did not participate in the negotiation of these
contracts and had no personal knowledge of the terms of

these contracts until this I:vestigation.

C. 1In all cases, all expenses related to the

use of these airplanes were billed to the Campaign Committee,

were paild by check from the Campaign Committee's regular
bank account, and were reported to the Federal Election

Commission as required by law.

D. The companies which provided airplanes to

the Campaign Committee were:



Campbell Aero Service
Colemill Enterprises, Inc.
Aviation Group Associates Inc.
gfs DB Heiileisisse ; Qfglels

Pierce Ditching, Inc.

Airplane Services, Inc.

¢

E. Campbell Aero Services is an unincorporated
company which provided a single-engine airplane for two
flights. The total amount paid to Campbell Aero Sexvices
during the primary was $193.14, the average hourly charge

was $33.30 per hour.

F. Colemill Enterprises Inc. is a corporation
which provided three - different twin-engine airplanes to
the Campaign Committee and charged a rate of $100 per
hour. For this charge, the Campaign Committee received

the airplane, fully fueled and piloted. The total .amount
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prises Inc. airplanes during the primary campaign was

$2,478.00, the average hourly charge was $100 per hour.

G. Aviation Group Associates Inc. is a corpora-
tion which provided one twin-engine airplane to the Cam-
paign Committee and charged a rate of $65 per hour for
the use of the airplane fully fueled. 1In addition, the
Campaign Committee was reguired to hire a pilot who

charged $75 per day. The total amount paid by the Campaign



Committes for the Aviation Group Associates Inc. air-
plane was $4,155.00, the average hourly charge was

$104.65.

H. J. T. Dugger, Inc. is a corporation which
provided one twin-engine airplane to the Campaign Com-
mittee and charged a rate of $40 per hour for the use
of the airplane without fuel or pilot. 1In addition, the
Campaign Committee was required to hire a pilot who
charged $75 per day and to purchase all fuel independently.
The total amount paid by the Campaign Committee for use
of the J. T. Dugger Inc. airplane was $2,294.16, the

average hourly charge was $114.13.

I. Airplane Services Inc. is a corporation
which provided a twin-engine airplane and a single engine
airplane to the Campaign Committee and charged a rate of
$35 per hour for the airplane with a pilot. In addi-
tion, the Campaign Committee purchased its fuel indepen-
dently. The total amount paid for use of the Airplane
Services Inc. airplanes was $1,900.78, the average hourly

charge was $86.79.

J. Pierce Ditching Co. is a corporation which

provided one twin-engine airplane to the Campaign Committee



for one flight from Tri-Cities to Chattanooga. The
Corporation was paid $98 for the flight, which included

the cost of fuel, and the pilot was paid $50.

IV. The Federal Election Campaign Act of 1971, as
amended ("FECA") prohibits corporate contributions and
regquires that a corporation charge a reasonable amount

for the use of its property by a campaign committee.

V. In connection with its efforts to administer FECA,
the Commission has sought to define reasonable amount
by promulgating a regulation published in the Federal
Register on August 25, 1977 and becoming effective on
April 13, 1977, which requires that a campaign committee,
utilizing aircraft owned by a corporation not licenced
to offer commercial service, pay in advance an amoﬁnt
equal to (a) the first class airfare for air travel
between cities served by regularly scheduled commercial
service and (b) the usual charter rate for air travel
between cities not served by regularly scheduled com-

mercizl serwvice.

VI. The Campaign Committee did not comply with this
regulation because it was not in effect at the time that

the flights at issue occurred. The Commission, nevertheless,

believes that the rule established by the regulation
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is required by the statute and for that reason has deter-
mined that the Campaign Committee has paid an insufficient
amount for the use of airplanes provided by,
Aircraft Group Associates Inc.
Airplane Services Inc.
J. T. Dugger Inc.
Pierce Ditching Company
VIiI. 1In order to comply with the Commission's conclusion
in this regard the Campaign Committee has agreed to pay
the following sums of money tc each of the corporations

listed above:

Aircraft Group Associates Inc. $ 0.00
Airplane Services Inc. 330
J. T. Dugger Inc. 535
Pierce Ditching Company 0.00

TOTAL $ 865

The sum of $865.00 is equal to 8 percent of the total
amount spent by the Campaign Committee for chartered air-

planes during the primary campaign.

VIII. Should Senator Sasser again become a candidate
subject to FECA, the Campaign Committee, or its successor,
shall not rent corporate aircraft for use in campaign-
related travel without reimbursing the corporzte-owner

at a rate not less than the usual charter rate or the
regular first class airfare (providing this is not pro-

hibited by other Federal law).




IX. It is understood that this Agreement does not
constitute an admission that Senator Sasser or any employee
or advisor of the Campaign Committee violated any provision
of FECA. This conciliation agreement, unless violated

: §
shall constitute a complete bar to any further action

by the Commission with regard to the matters set forth in

this Agreement.

GENERAL CONDITIONS

I. The Commission on request of anyone filing a com-
plaint under 2 U.S.C. §437g(a) (1) concerning the matters

at issue in this Agreement or on its own motion may review
compliance with this Agreement. If the Commission believes
that this Agreement or any reguirement thereof has been
violated, it may institute a civil action for relief in

the United States District Court for the District of

Columbia. -

II. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have
executed the same and the Commission has approved the

entire Agreement.

IITI. It is agreed that the Campaign Committee shall have

no more than sixty (60) days from the date this Agreement



_ becomes effective to comply and implement the requirements

contained in this Agreement and to so notify the Commis-

sion.

IV. This Agreement is executed in full satisfaction of

all issues raised in this compliance action.

Michael A. Nemeroff
SIDLEY & AUSTIN
1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
(202) 624-9000

Attorney for Respondent
James R. Sasser

William C. Oldaker

General Counsel
FEDERAL ELECTION COMMISSION
1325 K Street, N.W.
Washington, D.C. 20463
Telephone:
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December 14, 1977

Charles N. Steele, Esquire

Associate General Counsel

© Federal Election Commission .
1325 K Street, N.W.

Washington, D.C. 20463

Dear Mr. Steele:

Enclosed with this letter please find a
suggested redraft of certain paragraphs of our pro-
posed Conciliation Agreement for Senator Sasser.
Please let me know whether these redrafted paragraphs
are acceptable to you, and I will then discuss them
with Senator Sasser. i

Vit
ve

or Sincerely,
Michael A. Nemeroff

MAN:pv -
Enclosure
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- -REDRAFT-OF PARAGRAPHS VII AND IX
OF THE PROPOSED SASSER CONCILIATION
AGREEMENT

On December 6, 1977, I spoke with Charles Steele

of the Federal Election Commission concerning the staff's

. major problems with our proposed conciliation agreement

dated November 8, 1977. Set out below are the revised

paragraphs taking account of Mr. Steele's comments:

VII. 1In order to comply with the Commission's conclusion
in this regard the Campaign Committee has agreed to pay
the Commission $865 which equals the additional amount
that the Commission believes the Campaign Committee should
have paid the companies listed in Paragraph VI in order

to comply with the campaign l;ws. The sum of $865.00 is
equal to 8 percent of the total amount spent by the Cam-
paign Committee for chartered airplangs during the érimary

campaign.

IX. It is understood that this Agreement does not con-
stitute an admission that Senator S;gsér violated any
provision of FECA., It is further understood that the
Campaign Committee admits, for purposes of this Con-

ciliacion Agreement only, that its failure to pay the

additional $865 was in violation of FECA, although such




violation was neither knowing nor willful and occurred
only because the Commission's proposed regulation, dis-
cussed in paragraph V, had not been published. This
Conciliation Agreement, unless violated shall constitute
a complete bar to any further action by the Commission

with regard to the matters set forth in this Agreement.
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December 14, 1977

Charles N. Steele, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

Enclosed with this letter please find a
suggested redraft of certain paragraphs of our pro-
posed Conciliation Agreement for Senator Sasser.
Please let me know whether these redrafted paragraphs
are acceptable to you, and I will then discuss them
with Senator Sasser.

L&

Sincerely,
o cdod Mo
Michael A. Nemeroff

MAN: pv
Enclosure



REDRAFT OF PARAGRAPHS VII AND IX
OF THE PROPOSED SASSER CONCILIATION
AGREEMENT

On December 6, 1977, I spoke with Charles Steele
of the Federal Election Commission concerning the staff's
major problems with our proposed conciliation agreement
dated November 8, 1977. Set out below are the revised

paragraphs taking account of Mr. Steele's comments:

VII. 1In order to comply with the Commission's conclusion
in this regard the Campaign Committee has agreed to pay
the Commission $865 which equals the additional amount
that the Commission believes the Campaign Committee should
have paid the companies listed in Paragraph VI in order

to comply with the campaign laws. The sum of $865.00 is
equal to 8 percent of the total amount spent by the Cam-
paign Committee for chartered airplanes during the primary

campaign.

IX. It is understood that this Agreement does not con-
stitute an admission that Senator Sasser violated any
provision of FECA. It is further understood that the
Campaign Committee admits, for purposes of this Con-
ciliation Agreement only, that its failure to pay the

additional $865 was in violation of FECA, although such



violation was neither knowing nor willful and occurred
only because the Commission's proposed regulation, dis-
cussed in paragraph V, had not been publishcd. This
Conciliation Agreement, unless violated shall constitute
a complete bar to any further action by the Commission

with regard to the matters set forth in this Agreement.
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Charles N. Steele, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.U.
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BEFORE THE

FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 216 (176)
James R. Sasser )

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn,
and notarized complaint filed by Harry Sadler on August
3, 1976. An investigation has been conducted into all
of the charges made by the complainant. In order to
terminate this investigation, the Federal Election Com-
mission and the respondent have entered into this
conciliation pursuant to 2 U.S.C. §437g(a) (5), and do

hereby agree as follows:

e The Federal Election Commission has jurisdiction
over the parties and the subject matter of this proceed-

ing.

II. Senator James R. Sasser has had an opportunity to

respond to the Commission's investigation and to provide

the information requested. Senator Sasser has cooperated
fully with the Commission and has made every effort to

supply all relevant information to the Commission.



P

I1II. The pertinent facts in this matter are as follows:

A. Senator James R. Sasser, now a United
States Senator for the State of Tennessee, was a candi-
date for the nomination in the Tennessee Democratic

Senatorial primary which was held on August 5, 1976.

B. Commencing in April 1976, the Sasser for
Senate Committee (the "Campaign Committee"), Senator
Sasser's authorized campaign committee, entered into
contracts with certain companies owning airplanes to
obtain t“he use of their airplanes during the campaign.
In all cases, these contracts were entered into by the
Campaign Committee, with the advice of counsel. Senator
Sasser did not participate in the negotiation of these
contracts and had no personal knowledge of the terms of

these contracts until this investigation.

C. 1In all cases, all expenses related to the
use of these airplanes were billed to the Campaign Committee,
were paid by check from the Campaign Committee's regular
bank account, and were reported to the Federal Election

Commission as required by law.

D. The companies which provided airplanes to

the Campaign Committee were:



~

Campbell Aero Service

Colemill Enterprises, Inc.

Aviation Group Associates Inc.

Jhn UES BibEiEiENE ,  Hhael,

Pierce Ditching, Inc.

Airplane Services, Inc.

E. Campbell Aero Services is an unincorporated

company which provided a single-engine airplane for two
flights. The total amount paid to Campbell Aero Services

during the primary was $193.14, the average hourly charge

was $33.30 per hour.

F. Colemill Enterprises Inc. 1s a corporation
which provided three different twin-engine airplanes to
the Campaign Committee and charged a rate of $100 per
hour. For this charge, the Campaign Committee received
the airplane, fully fueled and piloted. The total amount
paid by the Campaign Committee for the Colemill Enter-
prises Inc. airplanes during the primary campaign was

$2,478.00, the average hourly charge was $100 per hour.

G. Aviation Group Associates Inc. 1s a corpora-
tion which provided one twin-engine airplane to the Cam-
paign Committee and charged a rate of $65 per hour for
the use of the airplane fully fueled. 1In addition, the
Campaign Committee was required to hire a pilot who

charged $75 per day. The total amount paid by the Campaign
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Committee for the Aviation Group Associates Inc. air-
plane was $4,155.00, the average hourly charge was

$104.65.

H. J. T. Dugger, Inc. is a corporation which
provided one twin-engine airplane to the Campaign Com-
mittee and charged a rate of $40 per hour for the use
of the airplane without fuel or pilot. 1In addition, the
Campaign Committee was required to hire a pilot who
charged $75 per day and to purchase all fuel independently.
The total amount paid by the Campaign Committee for use
of the J. T. Dugger Inc. airplane was $2,294.16, the

average hourly charge was $114.13.

I. Airplane Services Inc. 1is a corporation
which provided a twin-engine airplane and a single engine
airplane to the Campaign Committee and charged a rate of
$35 per hour for the airplane with a pilot. In addi-
tion, the Campaign Committee purchased its fuel indepen-
dently. The total amount paid for use of the Airplane
Services Inc. airplanes was $1,900.78, the average hourly

charge was $86.79.

J. Pierce Ditching Co. is a corporation which

provided one twin-engine airplane to the Campaign Committee



for one flight from Tri-Cities to Chattanooga. The
Corporation was paid $98 for the flight, which included

the cost of fuel, and the pilot was paid $50.

IV. The Federal Election Campaign Act of 1971, as
amended ("FECA") prohibits corporate contributions and
requires that a corporation charge a reasonable amount

for the use of its property by a campaign committee.

V. In connection with its efforts to administer FECA,
the Commission has sought to define reasonable amount
by promulgating a regulation published in the Federal
Register on August 25, 1977 and becoming effective on
April 13, 1977, which requires that a campaign committee,
utilizing aircraft owned by a corporation not licenced
to offer commercial service, pay in advance an amount
equal to (a) the first class airfare for air travel
between cities served by regularly scheduled commercial
service and (b) the usual charter rate for air travel
between cities not served by regularly scheduled com-

mercial service.

VI. The Campaign Committee did not comply with this
regulation because it was not in effect at the time that
the flights at issue occurred. The Commission, nevertheless,

believes that the rule established by the regulation



is required by the statute and for that reason has deter-
mined that the Campaign Committee has paid an insufficient
amount for the use of airplanes provided by,

Aircraft Group Associates Inc.

Airplane Services Inc.

J. T. Dugger Inc.

Pierce Ditching Company
VII. 1In order to comply with the Commission's conclusion
in this regard the Campaign Committee has agreed to pay
the following sums of money to each of the corporations

listed above:

Aircraft Group Associates Inc. $ 0.00
Airplane Services Inc. 330
Uil 4P [[DibicieiEhe Thole 535
Pierce Ditching Company 0.00

TOTAL S 865

The sum of $865.00 is equal to 8 percent of the total
amount spent by the Campaign Committee for chartered air-

planes during the primary campaign.

VIII. Should Senator Sasser again become a candidate
subject to FECA, the Campaign Committee, or its successor,
shall not rent corporate aircraft for use in campaign-
related travel without reimbursing the corporate-owner

at a rate not less than the usual charter rate or the
regular first class airfare (providing this is not pro-

hibited by other Federal law).



IX. It is understood that this Agreement does not
constitute an admission that Senator Sasser or any employee
or advisor of the Campaign Committee violated any provision
of FECA. This conciliation agreement, unless violated
shall constitute a complete bar to any further action

by the Commission with regard to the matters set forth in

this Agreement.

GENERAL CONDITIONS

I. The Commission on request of anyone filing a com-
plaint under 2 U.S.C. §437g(a) (1) concerning the matters

at issue in this Agreement 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.

II. It is mutually agreed that this Agreement shall become
effective as of the date that all parties hereto have
executed the same and the Commission has approved the

entire Agreement.

III. It is agreed that the Campaign Committee shall have

no more than sixty (60) days from the date this Agreement



becomes effective to comply and implement the requirements
contained in this Agreement and to so notify the Commis-

sion.

IV. This Agreement is executed in full satisfaction of

all issues raised in this compliance action.

Michael A. Nemeroff
SIDLEY & AUSTIN
1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
(202) 624-9000

Attorney for Respondent
James R. Sasser

William C. Oldaker

General Counsel
FEDERAL ELECTION COMMISSION
1325 K Street, N.W.
Washington, D.C. 20463
Telephone:
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SIDLEY & AUSTIN

1730 PENNSYLVANIA AVENUE, N. W,
WASHINGTON, D.C. 200006

TELEPHONE 202: 624-9000

TELEX 89--1063

Founded in 1866 as

Williams & Thompson November 16 ’

William C. Oldaker, Esquire
General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

Re:

Dear Mr. Oldaker:

) Cuicaco Qrrice
' one FIrsT NATIONAL PLAZA
Cnicaco, 1LLINOIS 60603
TELEPHONE 312: 329-5400
TELEX 25-43064

EuroreaN OFFICE
9 HOLLAND PaKK
LONDON, W11 3TH, ENGLAND
1977 TELEPHONE O1:727-1416
TeELEX 21701

MUR 214 (76)

I must apologize for not providing the enclosed
draft Conciliation Agreement at an earlier date. My
efforts have been hampered by a number of unfortunate
circumstances which hopefully will not repeat themselves.
Of course, because of the press of Senate business at the
end of this session, it has been gquite difficult to meet
the Senator to review my proposals. In addition, the
Senator's Administrative Assistant and my colleague,
Quincy White, have been hospitalized and unavailable for
consultation. This has considerably slowed my efforts

in preparing a draft.

The enclosed draft contains certain principles
that we believe are particularly important. First and
foremost, is the principle of not admitting a violation
of the statute. We attempted to draft an Agreement without
an explicit non-admissions paragraph but were unsuccessful
because we felt that without this paragraph the Agreement
did not properly reflect the nature of the Commission's
objection to the use of corporate aircraft by the Sasser

campaign.
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William C. Oldaker, Esguire
November 16, 1977
Page two

This proceeding is unlike other Commission pro-
ceedings involving corporate aircraft in which the issue
is, for example, a failure to pay anything for corporate
services or a failure to report the receipt of corporate
services. In this proceeding all transactions were
reported, there was no effort to obtain corporate services
without charge, and the Commission asserts only that the
amount paid for airplane services by the Sasser campaign
was insufficient. Moreover, the difference between the
amount paid by the campaign and the amount asserted by
the Commission does not appear very substantial. Thus,
this is a far more ambiguous basis for finding a viola-
tion than in other proceedings before the Commission be-
cause, until the Commission's regulation, 11 C.F.R. 114.
9(e), there was no definitive standard establishing the
amount to be paid for charter air service. Although we
would have complied with the regulation if it applied,
it did not become effective, and indeed was not even
published in final form, until all flights at issue were
taken.

Under these circumstances, it would be unfair
for the Senator to be forced to 3ign an Agreement ad-
mitting that he violated the law. Congress established
the conciliation procedure as a means of obtaining
voluntary compliance. An admission of a violation may be
appropriate in a proceeding in which the facts suggest
a more reckless disregard for the law. But here, where
the Sasser campaign attempted to comply and there is only
an honest disagreement over whether the amount of money
paid was enough, a non-admission paragraph seems to be
necessary to avoid an unwarranted stigma of wrong doing
on the respondent. O0Of course, if you can suggest a
different approach which would achieve the same result,
we would consider withdrawing our insistence on a non-
admission paragraph.

There are several other principles which we
also consider important. We have attempted to make
clear the lack of personal involvement by the Senator
in the negotiation and execution of the contracts for air-
plane services. It was the Campaign Committee's counsel
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and staff that handled all arrangements; thc Senator was
not informed of the terms of the contracts until this
proceeding.

Finally, in calculating the amount to be paid
we have attempted to "split the difference" between the
analysis of the proper charge found in our memorandum of
August 17, 1977, and the Commission staff's views. The
only disagreement between the staff and ourselves over
the calculations in the August 17 memorandum was over
our choice of a reasonable charter rate. We have used
the staff's charter rate estimates by averaging the ranges
provided by Lyn Oliphant and choosing an amount half way
between our figure and the staff's average as the proper
charter rate. We have applied this number to all flights
by Airplane Services Inc. for which no commercial air-
line service existed, and we calculated an additional
charge of $330. We followed the same procedure for the
J. T. Dugger Inc. airplane, but because there is no
record as to whether the flights taken on this airplane
were taken over routes served by commercial airlines, we
have applied the charter rate to one half of all the Dugger
flights, resulting in an additional charge of $535. 1In
accordance with our view that this Agreement should re-
flect the Commission's belief that an insufficient amount
was paid without admitting a viclation, the Agreement calls
for payment to the companies and not the Commission as
a penalty.

We cannot agree, however, to pay any addi-
tional charge to Aircraft Group Associates Inc. or to
Pierce Ditching Company. Our charter rate for the former
was proper because it was equal to the rate charged by
Colemill Enterprises Inc., a commercial charter company,
for the same type of airplane. 1In addition, no charter
rate may be applied to Pierce Ditching because the only
flight on that company's airplane was taken on a route
served by commercial airlines, and the amount paid was
more than the commercial airline charge.
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We believe that the enclosed draft further
explains our position and provides a step forward in
settling this proceeding. Because the Commission has
only presented a rough draft of a proposed agreement,
we are sure that you will have questions concerning
our proposal. The Senator asked that I convey to you
his strong desire to reach a mutually satisfactory
resolution to this matter. We would be happy, at your
convenience, to meet and discuss our proposal further.

Sincerely,

Michael A. Nemeroff

MAN/ep

cc: Mr. Charles Steele
Ms. Lyn Oliphant

WAsHINGTON, D. C. 20006
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October 28, 1977

MEMORANDUM TO: Marge Emmons
FROM: Elisaa T. Garr

SUBJECT: MUR 216 Team #2

Please have the attached Interim Conciliation Report
on MUR 216 distributed to the Commission and placed on the

Compliance Agenda for the Commission meaeting of November 2, 1977.

Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSION

October 27, 1977

In the Matter of )
) MUR 216 (76)
James R. Sasser )

INTERIM CONCILIATION REPORT

The attorney for Senator Sasser indicated to the
General Counsel that a proposed draft of a conciliation
agreement acceptable to Sasser would be submitted to the
Commission by October 21, 1977. At this time, no draft
has been received.

The General Counsel's office anticipates working
out an acceptable conciliation agreement to present to the

Commission within the next few weeks.

DATE WILLIAM C. OLDAKER
GENE

ARLES N. STEELE
ASSOCIATE GENERAL COUNSEL
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Septembexr 29, 1977

MEMORANDUM TO: Marge Emmons
FROM 3 Elissa T. Garr

S8UBJECT: MUR 216 Team §1

Please have the attached Interim Conciliation Report
on MUR 216 distributed to the Commission and placed on

the Compliance Agenda for the Commission meeting of
October 6, 1977.

Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSION
September 29, 1977
In the Matter of )

) MUR 216 (76)
James Sasser )

INTERIM CONCILIATION REPORT

Since the Commission's June 15, 1977, finding of
reasonable cause to believe that 2 U.S.C. 8441b was
violated by James Sasser in connection with travel on
corporate airplanes, the conciliation process has proceeded
as follows:

The respondent's attorneys requested the opportunity
to make another submission to the Comnmission. This submission
was not received until August 17, 1977. The memorandum raises

three primary points: (1) it contends that the Commission is

attempting to apply its regulations retroactively to transactions

which occurred prior to their publication in final form;
(2) the memorandum disputes the factual basis underlying the
Commission's determination that an insufficient amount of
money was paid for rental of the planes; and (3) the memorandum
argues that it would be inappropriate for the Commission to
require an explicit admission that the actions constituted a
violation of the law.

On September 20, 1977, Sasser's attorney met with
staff of the General Counsel's office to discuss these matters
raised in the memorandum and to discuss a potential

conciliation agreement.
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A second meeting with the respondent's attorney
and the General Counsel was held on September 22, 1977.
At that time it was agreed that the General Counsel's office
would wait to hear from the respondent concerning proposed
language that would be acceptable to the respondent in a
conciliation agreement. It is anticipated that a
meeting to discuss appropriate language will be arranged

by the end of the first week in October.

Yoy gl

William C. Oldaker
General Counsel
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Septamber 6, 1977

MEORANDUM
TO: wWilliam Oldaker, General Counsel
FHRY Charles Steele, Associate General Counsel

“ester Scall, Assistant General Counsel

TROM: t2i+h A, Vance, Senior L’westigatoW

SUBJECT: R 216 ~ ATRPLANE PLIGHT! COMPUTATIONS
Reference: ~uozust 29, 1977, Memorandum; Subject: MUR 216
Auzast 1, 1977, Merorandum; Subject: MUR 216
Jun=z 29, 1977, Memorandum; Subject: MUR 216

(1) Aviation Inc. or
Ay roaane
P, G Box

Madiscn,

According =35 iko vighael A. Jenoroff's dugust 17, 1977,
merprandun, 2 = campaign utilized this conpany's 1964
Zeecn Baron 333 Zor a2 fotal of 39.7 hours at $55 per hour for
i > 373 Der day for the pilot. Furthermore, ha
52 c*tniqn did not know the actual nunber

zing the aircraft or the actual desti-
. For his computations, Mr. demoroff
_73 por hour including fuel and pilot ser-

= iy e ———y

==o t50= cerwelcial rate.
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Ref: MUR 216

Our cost determination 1s an average of the usual charter
rates charged by the following companies for the Beech Daron

B55 airplane:

Company Contacted

Aviation Services Corporation
P. O. Box 17445
Nashville, Tennasses 37217

Colamill Entesrprisss, Inc.
By Q) BoxiEhea]
washville, Tennsssea 37206

- o~ ¥ 3 . oy
Stevens ‘Beschoratt, inc.

Xoxville, Tennasses

Suburban Aviatcion
Hanger #1, Tezerboro Alrovort

v 3 ~-, X - T aves e
Teterbore, Wy Joxses

werage Charcer Rake = § 123.12 X 39.7 hrs. FL

W

4,887.86 Tacal 3asad
~2,955.30 TIozal Rats
SRR 2NS i (e

e rT %

Usual Hourly Charter Rate

$ 130.00

$ 105.00

$ 145.00

$ 112.50

\O
o
1

S 492,50 =

ght ‘111

7 ~M
W

)

b=
V6]

On Average Hourly Charter Rate

2 Paid By Sasser

. Nemorofi's Selected $100 Rate

Ioee=Sing oo, Mesero

rate of

the Ccost

17, 1977, wenorandum, the
5 1970 Cessna 401 for a total
1 for the ddrplane; S75 D

Ly 3 Ty & T +-
. Nemoroff that

ry " - -
O AT Ql_;n:—'
) VerlBCiaTe  EDBE .,
il 2 2R F BhE. BlEUSE Mams =

S 2,010.00

e o
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However, our cost determination is an average of the usual
charter rates charged by the following companies for the Cessna
401:

Company Contacted Usual Hourly Chartor Rate

Aviation Services Corporation S 190.00
Colamill Znkterorises, Inc. $ 105.00

American Jet aviztion S 200.00
55 Bdigen, Sc. LoiEs, S

Teterboro Aircrait Sarvice $ 225.00
401 Industrial A
e tErbery) =3 Jesbes

Summit Aviation, Inc. S 189.00
2. 0. Bo*-c 258
Dddketowm, D2lzwzrs

= $ 181.80

5
Averags Charter =azs = $ 181.80 X 20.1 . Elight Time = S 3,654.183

On Average Hou-ly Charter Rate
Sabser

5 3,654.18
"2 2)%..‘.’1

B

S 3,654.18
_=-2,010.00 Tozal Z2ats Based On Mr. Nenoroff's Selected $100 Rate
SN GAMRE e Dhs

sugust 17, 1B77, ovixisancian, the
2any's Cessna £ £

L3y oy
CE

* plas

e et e St 5 i

e
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Actual Payment

$100

21 Hrs. Flight Time X $35
C‘ngO = SR IRR RN ESORE 68 Itk , L00.00

Cost = $1,690.69

$ 2,100.00
-1,690.69

Mr. Nenoroff's Selocted Rate

Por Hr, 21 H;,. Flight Time X $100 =

$ 409.31 Amount Due Based On Mr.

Howevar,
charter rates

340:

Nemoroff's Selected Rate
etermination is an average of the usual
7 the following companies for the Cessna

tir. Nemoroff's Ssiscted

Company Contacizd Usual Hourly Charter Rate
American Jet ~wvizzion $ 175
Teterboro Aircraf=z Sarvice 5 228
William Pagnsllz S 1890
Class Tidviation; o
Washington S R o lalu
nabhlngtOﬁ, i, &
Summit Aviatish, Iac. $ 200
$ 780 + 4 =35 195
Average Char Zaze = $ 195 X 21 irs. Flight Time = § 4,095.00
S 4,095.00 Tczzl Rasaed On Average Hourly Charter Rate
-1,590.69 Toz=l P32 Paid By Sasser
S0 R L > et
8 1,335,530
o, ot

$100 Rate

.
il |

- v m e
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NOTES

35 Both Messrs. John T. Dugger, President of J. T. Dugger, Inc.,
and Ernest W. Colbert, Sccretary of Colemill Interprises, Inc., appear
to have used the same typewriter in the preparation of their April
resoonses to the Associate General Counsel for Enforcement relative :
to this matter (Ses Appendix A of Mr. Nemoroff's May 10, 1977, sub- e
mittal on behali oI Senator Sasser).

2, n Aoril 22, 1377, Mr. John T. Dugger, Jr., President of
J. T. Duggar, Inc., wrote the Associate General Counsel of Enforce-

ment a letter wn;cx szated in part, "At the request of Michael

A. Nemoroff, we nzvs raviewed our records to determine whether
all of the flizhis z2kan by Senator James R. Sasser, his family,
and members of nis campaign staff were billed to Senator Sasser's
carpaign commitise in accordance with our agreement with the
committee. To acoommlish this, we compared our invoice to the
committee with o> flight logs for the period in question. On

~ne basis of _:;D raiaw, we have determine that all flights...

were billed to the catpaicn committee (Sze Namproff's May 10 memo).
Howaver, . ! 7 states in his August 17, 1977, memorandum

to the Commission zhat "M analysis similar to the one performed

for AGA cannot 22 seriormed for the Dugger airplane because a
flight log wa2s not maintained by ths pilot or the company.

o A roview oI
Sasser failad o 4l ,lo:e =1y exoendltures made by the Saqser
carmpaign to 5. T. : Inc. ,or any flights listed in the
carpaign raccrs Zor 5. T. Dugger, Inc.

is ooz os2inion that Sznator James Sasser did not, in advance
ra2impurse the aforementionad comanies the usual
oomerclal sarvices.

It 13 rocormendad that the Commission take aszuronriate action
pasal on our computations relitive to each resgective corpany afore-

ol

i
i
i
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.

WASHINGTON,D.C. 20463

August 29, 1977
TO: William Oldaker, General Counscl /
THRU: Charles Steecle, Associate General Counsel
lester Scall, Assistatn General Counsel

FROM: Keith A. Vance, Senior Invest_lgator
SUBJECT: MUR 216

References: Ausoust 1, 1977, Memorandum; Subject: MUR 216
June 29, 1977, bMemorandum; Subject: MUR 216

On August 17, 1977, Mr. Michael A. Nemoroff, Escuire, submitted
to the Comnmission a "Second Memorandum Concerning Chartered Airplanes
Utilized By Senator James R. Sasser During His 1976 Election Campaign,"
in response to conciliation negotiations with Conmission staff. Mr.
Nemmoroff feecls that the submittal "provides legal analysis and
factual information which demonstrates that the Coneission should
terminate its investigation in this matter {(MUR 216) by concluding

t no violation has occurred.”

The Cormission's Regulation §114.9(e) stipulates that a candidate,
candidate's agent, or parson traveling on behalf of a candidate who
uses an airplane which is owned or leased by a corporation other than
a corporation licensed to offer canmercial services for travel in
connection with a Federal election must, in advance, reimburse the
corporation -

(1) In the case of travel to a city served by regularly
scheduled cormercial sexvice, the first class air fare;

(ii) In the case of travel to a city not served by a regularly
scheduled commercial service, the usual charter rate.

This mamorandum will address only that information which Mr.
Nemoroff states denmonstrates that the Commission should terminate
its investigation in this matter.

. Nenoroff's Auju st 17, 1977, menoprandum submitted to the
Ccv.:u sion states that in same cases the Sasser campaign was required
to purchase fuel separately and often had to obtain an indepedent pilot.
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Iurthermore, "These cxpenses were not included in the rental fees
reported to the Commission in the memorandum of May 10. Yet, only
by including these costs, may a fair comparison be made between the
costs of airplancs utilized by Senator Sasser and the first class
airfare or the usual conmercial charter rates."

In Mr. Nenoroff's May 10, 1977, submittal on bchalf of Senator:
Sasser, he stated that "The Sasser campaign has alrcady furnished
to the Commission a list of all invoices for chartered flights, and
supporting documents for the flights and fuel." Thus, our June 29
and August 1, 1977, computations and conclusions were based on the
premise that all supporting documents relative to the flights under
question had been furnished to the Commission. Since the Commission
was just notified on August 17, 1977, that the Sassecr Campaign's
previous submittals did not contain all of the necessary expense
information to arrive at a failr cost comparison regarding the flights
in question, the following discussion should be utilized for the
basis of any further Commission action.

(1) Pierce Ditching Company Pierce Ditchinyg Corgprany
1901 East Conter Street also Route 1, Brookside Road
Kingsport, Tennessee Kingsport, Tennessee

According to Mr. Nemoroff's August 17, 1977, memorandum "Senator
Sasser utilized this company's airplane on only one occasion; on May
14, 1976, accompanied by one member of the campaign staff, the Senator
flew from Tri-Cities to Chattanooga....Pierce Ditching Company was
paid $98 for this flight, and the pilot was reimbursed $50." Thus,
the total cost for use of the Pierce Ditching Company's airplane,
the Aero Commander 500 B, as reflected by submitted records, was $148.

Our inquiry revealed that Southern Airvays maintained a regularly
scheduled commercial service from Tri-Cities to Chattanooga, Tennessee
on May 14, 1976. The cost of commercial air service at that time was
$43 per personon a one class flight, or $86 for the Scnator and one
menber of the campaign staff. Therefore, Senator Sasser paid $62 nore
to the Picrce Ditching Company than the actual cost of commercial air
service on the scheduled Southern Airways flight.

Based on our inquiry and a review of documentation submitted on
bechalf of Senator Sasser, the Pierce Ditching Company has not violated
2 U.S.C. §441b, and the Senator paid more than the usual and ncrmal
charge for this flight.

P -
£




Memo To: Mr. Oldaker Ref: MUR 216
August 29, 1977
Page 3

(2) Aviation Group Associates, Inc. ©OY Aircraft Group Associates, Inc.
P.O. Box 491
Madison, Tennessee

According to Mr. Nemoroff's August 17, 1977, memorandum "The
Sasser canpaign utilized this company's airplanc for a total of
39.7 hours during the primary campaign. The AGA airplane was a
1964 Beach Baron B55, and AGA required the Sasser canpaign to pay
$65 per hour for the airplanc including fuel. The Sasser canpaign
hired an independent commercial pilot and paid him $75 per day."

Mr. Nemoroff's memorandum also states that the cost analysis
submitted to the Conmission "calculates the charges paid by the
Sasser campaign for each flight by multiplying $65 per hour times
the length of the flight and by adding $75 per day for each day
that a pilot's services were required. The cost of each flight
was also calculated on the basis of either the first class airfare,
where available, or the usual commercial charter rate. The first
class airfare is shovm on a one passenger basis and on a two passenger
basis." Mr. Nemoroff further states that "...in the cases where
there is no commercial airline service, the usual commercial charter
rate is utilized. We have have selected a rate of $100 per hour...
as the usual comercial rate." This rate was based on a letter
solicited by Mr. Nemoroff from Mr. Ernest W. Colbert, Secretary,
Colemill Enterpriscs, Inc. The Colemill Enterprises, Inc., is a
"commercial charter operator which chartered a 1974 Beach Baron 58,
among other airplanes, to the Sasser campaign at a rate of $100 per
hour. Because the Baron 58 was a newer, more expensive airplane
than AGA's Baron B55, it is reasonable to assume that $100 per hour
is the usual commercial charter rate for the AGA airplane.”

Mr. Nemoroff concludes that "In the one passenger analysis, the
Sasser campaign exceeded the Commission's standard by $1,008.50; in
the two passenger analysis, the Commission's standard was exceeded
by $301.50."

It is our opinion that the analysis presented to the Commission
in Mr. Nemoroff's August 17, 1977, mamorandum is inappropriate because
the actual number of campaign staff utilizing the Colemill Enterprises,
Inc., aircraft was not known, and the usual conmercial charter rate
was assuned based on a letter from Colemill Enterprises, Inc., only,
who was once owner of the 1964 Beach Baron B5S.

Mr. Nemoroff's August 17, 1977, memorandun states that "Sometimes
during the primary campaign, Senator Sasser flew alone and was met

9 !vr-ﬂ‘.‘




Menmo To: Mr. g!zaker Ref: MUgI!lG

Augqust 29, 1977
Page 4

upon arrival, sometimes the Senator and Mrs. Sasser was accompanied
by one staff membaer....Although we have scarched for documentary
records of who was on cach flight, we have been unsuccessful.
Senator and Mrs. Sasser's schedules do not normilly state whether
staff members accompaniced them, and the conpany flight logs, to the
extent that they exist, do not contain such informition. As a
result, in making this claim, we rely upon the statoaments of the
candidate and the campaign staff....Some of the cnteries in the
AGA log do not list the cities called upon."

My June 29, 1977, memorandum, subject as above, detailed the
several purchases and sales of the Beachcraft 5B55. On August 14,
1975, Mr. Roy Nolan, Vice President, Nolan Enterprises, Inc., sold
the aircraft to the Colemill Enterprises, Inc. Mr. Ermest W.
Colbert, Secretary, Colemill Enterprises, Inc., registered it with
the Federal Aviation Administration on September 17, 1975. On
February 4, 1976, the Colemill Enterprises, Inc., sold the aircraft
to Aircraft Group Associates. Mr. Aubrey Gregory, President, Air-
craft Group Associates registered the aircraft with the Federal
Aviation Administration on May 10, 1976. The Senator utilized thi
aircraft between the period April 29, 1976 thru July 16, 1976.

In view of the Sasser campaign's failure to keep adequate
information on the actual number of campaign staff utilizing the
aircraft, the actual destination for each flight, and Colemill's
prior ownership of the aircraft, it is our opinion that an appropriate
comparison of this airplane cost can only be derived by using the
average commercial charter rate set forth in my June 29th memorandum.
In part, it states "Our inquiry revealed that the average cost for
chartering a Beachcraft Model 5B55 is $123.75 per hour which includes
the fuel and pilot cost....Therefore, the cost for flying a Beachcraft
5B55 for 40 hours would be $5,150; $2,175 more than Senator Sasser
paid to Aviation Group Associates, Inc."

Based on our inquiry and a review of documentation submitted on
behalf of Senator Sasser, the Aircraft Group Associates or Aviation
Group Associates, Inc., may have violated 2 U.S.C. §441b, and the
Scnator did not pay the usual charter rate for the airplane service.

BT TS Bugges,  Inc, or J. T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee
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According to Mr. Nemoroff's August 17, 1977, memorandum,
J. T. Dugger, Inc., "rented thce Sasser campaign a 1970 Cessna 401
at the rate of $40 per hour. The canpaign was required to purchase
fucl and to obtain an indepcndent pilot....Based upon the Dugger
bill, the airplanc was in the campaign's control from July 14,1976
through July 30, 197G, and it was flown a total of 20.1 hours for
a total cost of $804....Thrce enteries for airplanc fuel appear
on the canpaign's sumary of cxpenses in the Commission's possession,
and thesc enteries total $665.61....The Dugger airplane was alwasys
flown by a private pilot at the cost of $75 per day....According
to the schedule, the Dugger airplane was utilized on 11 days during
the period that the Sasser campaign had control of it. Because
pilot services were charged at $75 per day, this indicates that
$825 was spent for pilot services during this period." Therefore,
Mr. Nemoroff states that the total airplance, fuel and pilot cost
allocable to the Dugger airplanc was $2,294.16.

Mr. Namoroff further states that a "letter from . lemill...,
indicates that it rented a 1968 Navajo to the Sasscr ¢ gpaign at
a rate of $100 per hour and that this airplane was considered
comparable to the Dugger airplane which was a 401 Cessna. The
Colemill letter further states that a rate of $106 an hour would
be commercially reasonable for tthe Cessna 401."

It is our view that the computations relative to payments made
by the Sasser campaign to J. T. Dugger, Inc., are adaquate. However,
the commercially reasonable costs &‘jor the Cessna 401, quoted by the
Colemill letter, are based solelyAMr. Emest W. Colbert's determina-
tion of airplane conparability. In contrast, our average cormercial
charter rate outlined in my momorandum of August 1, 1977, is based
on actual commercial charter rates charged by corporations licensed
to offer commercial services for travel.

Therefore, it is our view that the Colamill cost for the Cessna
401 is understated, and that the average commnercial charter rate
detailed in my August 1, 1977, memorandum should be used for future
Comission action. In part, it states, "Our inquiry rcvealed that
the average cost for chartering a Cessna 401B is $204.66 per hour
which includes the fuel and pilot cost." Therefore, the cost for
chartering a Cessna 401B for 20 hours would be $4,093.20; $1,799.04
more than Senator Sasser paid to J. T. Dugger, Inc.

Based on our ingquiry and review of documontation submitted on
behalf of Senator Sassei, the J. T. Dugger, Inc., may have violatced
2 U.S.C. §441b, and the Senator did not pay the usual charter rate
for the airplane service.

T eY
i «
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(4) Airplane Services, Inc.
Route 1, Box 157A
Winchester, Tennessee

According to Mr. Nemoroff's August 17, 1977, monorandum, "The
Sasser campaign paid Airplane Services $35 per howr plus the cost
of fucl. Based upon the fuel costs listed on the bills provided
by Airplane Scrvices, the Sasser campaign paid an average of $51
per hour for fuel. As a result, the Alrplane Services airplane
cost the Sasser campaign $86 per hour whether the Cessna or the
Mooney was utilized. The first class airfare was calculated using
the same method utilized for Pierce Ditching and AGA. The usual
commercial charter rate was calculated at the rate of $100 per
hour. This is the rate charged by Colenill for the Navajo and
the Beach Baron rented to the Sasser campaign....These airplanes
may fairly be considered comparable airplanes for purposes of
calculating the usual conmwercial charter rate. Because we are
not able to determine from Airplane Services' flight logs on which
flights the Mooney was used, all calculations are based on the
Cessna....On a one passenger basis, the Sasser campaign paid $545.80
rore than it would have paid had it utilized comercial airline
service or commercial charter service. On a two passenger basis,
the Sasser campaign paid $21.70 less for the Airplane Services'
airplane than for commercial airline or charter service."

It is our opinion that the analysis presented to the Commission
in Mr. Neworoff's August 17, 1977, momorandum is also inappropriate
because the actual number of camaign staff utilizing the Airplane
Services's aircraft was not known, and the airplane comparability
determinations were not substantiated.

Therefore, in view of the Sasser campaign's failure to submit
adequate information on the actual number of campaign staff utilizing
Airplane Services' aircraft and to substantiate comparability deter-
minations, it is our opinion that an appropriate comparison of this
airplane cost can only be determined by using the average commercial
charter rate set forth in my memorandum dated Au- st 1, 1977.

Based on a review of documentation submitted on behalf of Scnator
Sasser and owr inquiry, the average cost for chartering a Cessna 340
with fuel and pilot is $195 per hour. Thus, the cost for utilizing
the Cessna 340 for 21 hours would be $4,095; $2,404.31 nore than
Senator Sasser paid to Airplane Services, Inc. The Alrplane Services,
Inc., may have violated 2 U.S.C. §441b, and the Scnator did not pay
the usual charter rate for the airplanc service.
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Recommendations

It is recamended that the following action be taken regarding
each respective company.

(1) Pierce Ditching Company -~ The Commission determine there is
insufficient evidence to establish reasonable cause to believe that
a violation of 2 U.S.C. §441b has occurred.

(2) Aviation Group Associates, Inc. - The Sasser campaign paid
Aviation Group Associates $2,175 less than the average cost for
chartering a Beachcraft Model 5BSS5 airplane for 40 hours.

(3) J. T. Dugger, Inc. - The Sasser campaign paid J. T. Dugger
$1,799.04 less than the average cost for chartering a Cessna 401B
for 20 hours.

(4) Airplance Services, Inc. - The Sasser campaign paid Airplane
Services $2,404.31 less than the average cost for chartering a
Cessna 340 for 21 hours.

Recap

It is our opinion, based on the rccords submitted by Senator
Sasser, the average cost for chartering specified aircraft, and
our inquiry, that the Senator did not reimburse the aforementioned
corporations the normal charter rate for such services.

Corporation Usual (Average) Rate Paid By
Renting Aircraft Charter Rate Per Hour  Sen. Sasser Amount Due
Aviation Group $128.75 x 40= $5,150 $65 per hr.x $5,150-$2,975
Associates, Inc. 40 hr.=2600+ =S5
$75%5=$2,975
J. T. Dugger, Inc. $204.66x20 hr.= $40 per hr.x $4,093.20 -
$4,093.20 20 hr.=$800 + $2,294.16 =

$665.61 gas $1,799.04
$825 pilot =

$2,294.16

Airplane Services, $195 x 21 hr.=$4,095 $35 per hr. x $4,095 -

Tine: 21 hr.=$735 + £1,690.69 =
955.69 gas = $2,404.31
$1,690.69

Total $13,338.20 $6,959.85 $6,378.35

cc: Lyn Oliphant, Rescarch Assistant

g i &
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FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHINGTON,DL.C . 20463

August 1, 1977

MEMORANDUM
TO: William Oldaker, General Counsel ﬁ
THRU : Charles N. Steele, Associate General Counsel [
Lester Scall, Assistant General Counsel

.

EEOM Keith A. Vance, Sanior Investigator i?ifﬁf’
)

SUBJECT: MUR 216
REFERENCE : June 29, 1977, Memorandum; Subject: MUR 216

In conjunction with our incquiry relative to private flights,
non-charter, taken by the Honorable James R. Sasser during his
primary campaign for the U. S. Senate in Tennessee, find herewith
information which may clarify questions pending regarding this
inquiry.

——n—

The Commission's Regualtion §114.9(e) requires that a candidate,
candidates agent, or person travelling on behalf of a candidate who
uses an airplane which is owned or lease” by a corporation other
than a corporation licensed to offer comrercial services for travel
in connection with a Federal election must, in advance, reimburse
the corporation the usual charter rate. Since Senator Sasser
utilized airplane services which were owned by corporations other
than corporations licensed to offer commercial services for travel,
he is required to reimburse those corporations the usual charter
rates charged by corporations licensed to offer commercial services
for travel. During the course of our inquiry, we attempted to
contact only those companies in the State of Tennessee to allow
our computations to reflect the ususal charter rates charged in the
State of Tennessee since the Senator utilized the services of
aircraft owned by the private companiés in Tennessee. However, due
to the various types of aircraft used by the Senator, and the failure
of many of the Tennessee companies contacted to offer commercial
services for travel on such aircraft, our computations reflect the
average charter rate for each specific|aircraft used by the Senator
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during his primary campaign, based on the usual c' irter rates charged
by the following corporations licensed to offer commercial services
for travel.

Codes: (A) Cessna 340
(B) Aero Commander 500B
(C) Cessna 401B

Company Contacted Usual Charter Rate Per Howr
(») (B) (©)

American Jet Aviation $ 175 $ 400 S 200
55 Edison, St. Iouis, M

Teterboro Aircraft Service S 225 $ 189 S 225
401 Industrial Avenue
Teterboro, NJ

William Pagnella $ 180 SL25 s -
Class I Aviation, Inc.
Washington National Airport

Sumnit Aviation, Inc. S 200 s - $ 189
P. O. Box 258
Middletown, Delaware

Average Charter
Rate = $ 195 $ 238 $ 204.66

Our inquiry disclosed the following information regarding the
Aviation Group Associates, Inc., P.0O. Box 491, Madison, Tennessee,
which does not have any aircraft registered with the Federal Aviation
Administration. Aviation Group Associates, Inc., was chartered as
a corporation in the State of Tennessee on April 5, 1976. The
corporation doas not list any officers on its charter, however, Mr.
Charles E. Weis, 324 Stahlman Building, Nashville, Tennsssee, is
listed as Agent for Aviation Group Associates, Inc. Records reflect
that Aviation Group Associates, Inc., also is known by the name
Aircraft Group Associates, Inc., P.O. Box 491, Madison, Tennessee.

Our inquiry revealed that Aircraft Group Associates, Inc., is
not registered as a corporation in the State of Tennessee. It is
registered with the Federal Aviation Administration as owner of an
aircraft, Beechcraft Model 5B55, serial number TC-652, FAA Regis-~
tration #7939K.

On August 12, 1975, Mr. Roy Nolan, Vice President, Nolan Enter-
prises, Inc., Downtown Airport, Shriveport, Iouisiana, ourchased the
Reechcraft 5B55 for his company. On August 14, 1975, he sold the
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aircraft to the Colemill Enterprises, Inc., P. O. Box 60627,

Nashville, Tennessce. Under Nolan Enterprises, Inc., ownership,

the aircraft was never registered with the Federal Aviation Admin-
istration. Mr. Ernerst W. Colbert, Secretary, Colomill Enterprises,
Inc., registered the aircraft with the Federal Aviation Administration
on September 17, 1975. On Fcbruary 4, 1976, the Colemill Enterprises,
Inc., sold the aircraft to Aircraft Croup Associates, P. O. Box 491,
Madison, Tennessee. Mr. Aubrey Gregory, President, Aircralft Group
Associates, was listed as the officer authorizing the registration of
the aircraft with the Federal Aviation Administration on March 10, 1976.
tn. Novemper 1L, 1976, He. Adorey Grevoky, President, Can-One Corporaticn,
1898 Elm Tree Drive, Nashville, Tennessee, purchased the Beoechcraft
5B55 for the Can-One Corporation for $63,067.80 with the Aircraft

Group Associates listed as mortgagor and the Commerce Union Bank,

400 Union Street, Nashville, Tennessee listed as the securcd party.

On January 19, 1977, the aircraft was rcgistered with the Federal
Aviation Administration under Registration #7939K for the Can-One
Corporation by Mr. Gregory.

In addition, our inquiry revealed that P. O. Box 491, listed to
both the Aviation Group Associates and the Aircraft Group Associates
was secured by Aubrey Gregory of 821 Curtis Drive, Nashville, Tennessee
in 1972, for Auvbrey Gregory & Associates, 333 Building-Gallentin Road,
Madison, Tennessee.

Post Office Box 60627, listed to Colemill Enterprises, Inc.,
was secured by E. W. Colbert of 804 North Summerset, Madison,
Tennessee on February 11, 1960, for the Cornellia Fort Airport,
Nashville, Tennessee. Colemill Enterprises, Inc., was incorporated
in the State of Tennessee on November 30, 1964. Mr. E. W. Colbert
of 2015 Forrest Green Drive, Nashville, Tennessee 1s listed as the
registeraed Agent. The following individuals ~re listed as incor-
porators: E. W. Colbert, M. S. Colbert, and John Corbitt. The
following individuals are listed as officers: M. V. Colbert,
President and Ernest Colbert, Secretary/Treasurer.

Furthermore, our incquiry determined that the Can-One Corporation
is not registered as a corporation in the State of Tennessee. How-
ever, the listed address of Can-One Corporation at 1898 Llm Tree Drive,
Nashville, Tennessee is used by the Athens Paper Company, Inc., which
was incorporated in the State of Tennessee on December 19, 1967. Mr.
William D. Jenkins of the same address is registered as the Agent for
the Athens Paper Company, and also the President and Treasurer. Mr.
Larry Young is registered as the Vice President, and Mr. . H. Cham-
berlain is registered as the Secretary of the Athens Paper Company.

H oy
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Our inquiry revealed that the average cost for chartering a
Beechcraft Model 5B55 is $128.75 per hour which includes the fuel
and pilot cost. According to Senator Sasser's May 16, 1977,
memorandun submitted to the Commission, he flew 40 hours at $65
per hour plus $75 per day for pilot services. Therefore, the cost
for flying a Beechcraft 5B55 for 40 hours would be $5,150; $2,175
more than Senator Sasser paid to Aviation Group Associates, Inc.
The average cost for chartering a Beechcraft 5B55 used in this
report was calculated from the usual charter rate charged by the
following companies:

Company Contacted Usual Hourly Charter Rate

Suburban Aviation $ 112.50
Hanger 1, Teterboro Airport
Teterboro, NJ

Stevens Beechcraft, Inc. $ 145.00
Knoxville, TN

Average Charter Rate = $ 128.75
CONCLUSION

It is our opinion that the previous memorandum date June 29,
1977, Subiject: MJIR 216, adequately reflects the average cost for
chartering specific aircraft delineated in MUR 216. Furthermore,
with the additional information aforementioned, our opinion that
Senator Sasser did not reimburse the the corporations involved in
this report or our report dated June 29th the usual charter rate
for their services as required by the Commission's Regulation §114.9
(e) is re-enforced. Thus, based on the records submitted by Senator
Sasser and the average cost for chartering the aircraft mentioned
in these reports, the Senator paid $7,469.63 less than the usual
charter rate charged by corporation licensed to offer commercial
services for travel.

cc: Lyn Oliphant, Research Assistant
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D.C. 20463

4119

July 12, 1977

MEMORANDUM TO: File

THROUGH : William C. Oldaker
FROM: Walter Moore AJ M
RE : MUR 216/256

The General Counsel advises me that attorneys for
Senator Sasser had indicated that a Mr. Moore had
talked to Senator Sasser's secretary and they ex-
pressed concern about confidentiality of compliance
matters. The following is my recollection of the
conversation in question.

On Thursday, July 7, 1977 1 attended a reception for

a Small Business Administration employee. During the
reception I approached a friend, Mr. William Hawks,
Director of Congressional Relations for SBA, who was
standing apart from the group at the reception along-
side a woman. Mr. Hawks introduced the woman as Senator
Sasser's secretary. A discussion followed on the Clinch
River Project in Tennessee. Following this, Mr. Hawks
turned to the woman and stated "you seemed to have had
your problems with the FEC." She stated that the Senator
had experienced problems with the FEC, but stated that
the major problems were over. (I am unclear as to whether
or not she stated that she had knowledge of compliance
matters, it seemed to me she did. I am also uncertain

if she mentioned loans or anything else.) Following her
statement, I said that the major problems did seem to

be over.
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1730 PENNSYLVANIA AVENUE ., N. W, \
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Mr. Charles N. Steele
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C.
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Mr. Charles N. Steele
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

As we discussed yesterday, we intend to submit
substantial information to the Commission concerning the
cost of the airplanes utilized by Senator Sasser and
comparable commercial air service and charter service.
Although this information will be submitted in the near
future, we thought it appropriate to submit such informa-
tion now for Pierce Ditching Company because Senator
Sasser accepted only one flight on this company's air-
plane.

As the Commission is aware, Senator Sasser
utilized the Pierce Ditching airplane to fly from Tri-
Cities to Chattanooga on May 14, 1976. One other person
from the campaign staff accompanied Senator Sasser. The
cost of commercial air service at the first class rate
at that time was $44 per person. This rate is quoted in
the Official Airline Guide, dated June 1, 1976, and a copy
of the appropriate page is enclosed and marked. Therefore,
the total cost of the flight on commercial air service
($88) 1is less than the amount accepted by Pierce Ditching.

We believe that this demonstrates that even
under the standard which the Commission seeks to apply
to the Sasser campaign, Pierce Ditching Company did not
make a contribution by providing airplane service. As a
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result, we ask that the Commission terminate its investi-
gation of Pierce Ditching Company as it has done with
respect to other companies providing airplanc service
that have been found not to have violated the act.

We must emphasize, however, that we do not
believe that the Commission is applying the proper legal
standard to the issue relating to airplane scrvices. We
continue to believe that our view of the law stated in
our memorandum dated May 10, 1976, is accurate. Under
that standard, it is clear that the Sasser campaign did
not accept a contribution from any of the companies
providing airplane services.

Sincerely,

Michael A. Nemerofi

MAN:pv
cc: Mr. Fred Whaley

Enclosure
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Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Ms. Oliphant:

The undersigned flew Senator James Sasser from Tri-City,
Tennessee to Chattanooga on May 14, 1976, at the re-
quest of a friend and we were thereafter sent a check
for $98.00 which was sufficient to defer the operating
cost of the aircraft. I, as the pilot of the aircraft,
flew the Senator on my off day since Chattanooga is
quite near Cleveland, Tennessee where my family resides.
The trip thus gave me an opportunity to stop at Cleve-
land, Tennessee and visit my mother and father. I
doubt that I would have made the trip except for this
inducement since I am not involved in politics in any
way.

This was certainly not a commercial flight. We are

not in the business of chartering our aircraft and

it is used solely for our private and business purposes.
Moreover, we are not certificated by the Federal Aviation
Agency to conduct commercial flight operations and it is
my understanding that we may accept only voluntary con-
tributions toward the cost of operating our aircraft in
circumstances such as this.

We trust that this flight was not violative of the
Federal Election Campaign Act and had we any idea that
it might be so interpreted, let me assure you that
this flight would not have been made.

PIERCE DITCHING COMPANY




Pierce Ditching Company
= Route 1 — Brookside
KINGSPORT, TENNESSEE 37660
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Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463
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July 5, 1977

Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N. W.
Washington, D. C.

Dear Ms. Oliphant:

Airplane Services Inc. charged the Sasser campaign $35
per hour for the use of its airplane; the campaign paid for
fuel and the pilot expenses. This rate was the same rate
that we charged to others who use our airplane during regular
business trips. The service we provided to the Sasser campaign
was not as good as he could have received from a regular charter
service because the campaign could use the airplane only when it
was not used in our other business activities. In a normal charter
service the campaign could have scheduled an airplane in advance.

We had no idea that letting the Sasser campaign use our
airplane might violate the campaign law. The lawyers for the
campaign wrote a contract for our service, and they believed
that the contract complied with the law. We did not intend
to violate the law, and we hope that you find that no violation
occurred.

Very truly yours,

Cot CLp %2

Carl C. Spray




Airplane Services, Inc.
Route 1
Winchester, Tennessee 37398
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Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N. W.
Washington, D. C.
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FEDERAL ELECTION COMMISSION

1325 K STREET NW.

WASHING TON.D.C. 20463
June 29, 1977
MEMORANDUM
TO: I*Jiliiam Oldaker, General Counsel
THROUGH : Charles N. Steele, Associate General Counsel
lester Scall, Assistant General Counsel
FROM: Keith A. Vance, Senior InvestigatorM
SUBJECT: MUR 216

Pursuant to your request of June 27, 1977, please find below
the results of our inquiry relative to private flights, non-charter, taken
by the Honorable James R. Sasser during his primary campaign for
the U. S. Senate in Tennessee.

The Commission's Regulation §114.9(e) requires that a candidate,
candidates agent, or person traveling on behalf of a candidate who
uses an airplane which is owned or leased by a corporation other
than a corporation licensed to offer commercial services for travel
in connection with a Federal election must, in advance, reimburse
the corporation the usual charter rate.

We were requested to determine the make, model, and FAA regis-
tration number of the airplanes registered with the Federal Aviation
Administration, and the usual charter rates for such aircraft owned
by the corporations and individuals listed below:

(1) Airplane Services, Inc.
Route 1, Box 157A
Winchester, Tennessee

The following aircraft are registered with the Federal Aviation
Administration under Airplane Services, Inc.:

Piper PA 30, registered October 7, 1976, Registration #N8341lY
Cessna 340, registered September 24, 1975, Registration #N8442F
Mitsubishi MU-2B-20, registered January 19, 1977, Registration #N44MA

The Aircraft Registration Office, FAA, has no lease agreements filed
with it pertaining to Airplane Services, Inc.
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Memo To: Oldaker, Steele, Scall Ref: MUR 216
June 29, 1977
Page 2

According to Senator Sasser's May 16, 1977, memorandum submitted

to the Commission, he flew 21 hours at $35 per hour plus fuel

on an aircraft operated by Airplane Services, Inc. Records

reflect that the aircraft was the Cessna 340, Registration #N8442F

(See Exhibit D, page 5). Gas receipts submitted to the Cormission

were in the amount of $955.69 for this aircraft (See Exhibit D).

Thus, the total cost for use of the Cessna 340, as reflected by submitted
records, was $1,690.69.

Our inquiry revealed that the average cost for chartering a
Cessna 340 is $195 per hour. This cost includes the fuel cost and pilot.
Therefore, the cost for flying this type aircraft for 21 hours
would be $4,095; $2,404.31 more than Senator Sasser paid to Air-
plane Services, Inc.

(2) Pierce Ditching Campany Pierce Ditching Company
1901 East Center Street also Route 1, Brookside Road
Kingsport, Tennessee Kingsport, Tennessee

The following aircraft is registered with the Federal Aviation
Administration under Pierce Ditching Company, Route 1, Brookside
Road:

Aero Commander 500B, registered March 25, 1965, Registration
#N6258X

According to Senator Sasser's May 16, 1977, memorandum submitted to
the Commission, he had one flight for which he paid $98 plus $50

to the pilot. This flight was made on May 14, 1976, from TriCities
to Chattanooga and took less than one hour. Thus, the total cost

for use of the Aero Commander 500B, as reflected by submitted records,
was $148.

Our inquiry revealed that the average cost for chartering a
Aero Commander 500 B is $238 per hour which includes the fuel and
pilot cost. An hour is normally the minimum amount of time required
for charter. Therefore, Senator Sasser paid $90 less to the Pierce
Ditching Company than the average cost for chartering an Aero Com-
mander 500B.

(3) J. T. Dugger & Sons, Inc.
3018 Ambrose Avenue
Nashville, Tennessee
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Memo To: Oldaker, Steele, Scall Ref: MUR 216
June 29, 1977
Page 3

The following aircraft is registered with the Federal Aviation
Administration under J. T. Dugger & Sons, Inc.:

Cessna 401B, registered November 18, 1975, Registration #N7921Q

According to Senator Sasser's May 16, 1977, memorandum submitted
to the Commission, he flew 20 hours at $40 an hour plus fuel on an
aircraft operated by J. T. Dugger & Sons, Inc. Records of gas
receipts reflect that $492.88 was expended for gas (See Exhibit D).
Thus, the total cost for use of the Cessna 401B, as reflected by
submitted records, was $1,292.88.

Our inquiry revealed that the average cost for chartering a
Cessna 401B is $204.66 per hour which includes the fuel and pilot
cost. Therefore, the cost for chartering this type of aircraft
for 20 hours would be $4,093.20; $2,800.32 more than Senator Sasser
paid to J. T. Dugger & Sons, Inc.

(4) Aviation Group Associates, Inc.
P. O. Box 491
Madison, Tennessee

Our inquiry disclosed that the Aviation Group Associates, Inc.,
does not have any aircraft registered with the Federal Aviation
Administration. Furthermore, a review of records by the Aircraft
Registration Office of the Federal Aviation Administration was
unable to locate any registration requests or lease agreements
supposedly filed with that Office for the 1976 or 1977 years.

(5) Gregory, Aubrey

Our inquiry revealed that the Federal Aviation Administration
does not have any records showing that Mr. Gregory has an aircraft
registered with that agency.

(6) C. H. Butcher

Our inquiry revealed that Mr. Butcher does not have any aircraft
registered with the Federal Aviation Administration.

Recap

It is our opinion, based on the records submitted by Senator
Sasser and the average cost for chartering the specific aircraft
aforementioned, that the Senator did not reimburse the aforementioned
corporations the usual charter rate for their services.
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Menmo To: Oldaker, Steele, Scall

June 29, 1977
Page 4

Corporation
Renting Aircraft

Usual (Average)

Charter Rate Per Hour

Ref: MR 216

Rate Paid By
Sen. Sasser

Amount Due

Airplane Services,
Inc.

Pierce Ditching
Company

J. T. Dugger &
Sons, Inc.

Total

cc: Lyn Oliphant, Research Assistant

$195 x 21 hr.=$4,095

$238 x 1 hr.=$238

$204.66 x 20 hr.=
$4,093.20

$8,426.20

$35 per hr. x
21 hr.=$735 +
$955.69 for gas=

$1,690.69 $2,404.31
$98 + $50 for

pilot = $148 $ 90.00
$40 per hr. x

20 hrs.=$800 +

$492.88 for gas=

$1,292.88 $2,800.32
$3,131.57 $5,294.63
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SIDLEY & AUSTIN x 7

1730 PENNSYLVANIA AVENUE, N. W. i i B O
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WASHINGTON’ 2 ¢ Sl : y 3 CHICAGO, |LLINOIS 60603
TELEPHONE 202: 624-9000 T kg 3135 33058480
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TELEX BO-4G3- L ehiis
R o EvroprraN OFFICE
o £ R0 / 9 HorLAND PARK
Gt gL O LONDON, Wit 3TH, ENGILAND
Williams & Thompson T e S 07D At

TeLEX 21701

June 23, 1977

Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N.W.
Washington, D.C.

»n

Dear Ms. Oliphant:

Pursuant to our telephone conversation, I
hereby request a short extension of time to permit Messrs.
Gregory Aubrey, Fred H. Whaley, John T. Dugger, Jr. and
Carl T. Spray an opportunity to complete a response to
the Commission's letter of June 16, 1977. It is my ex-
pectation that a response from each of these parties
should be in the Commission's possession by July 11,

1977. Please contact me if this extension of time is
not acceptable.

Sincerely,

. ,

Michael A. Nemeroff

MAN:pv
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Ms. Lyn Oliphant

Federal Election Commission
1325 K Street, N.W.
Washington, D.C.
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June 22, 1977

Charles N. Steele, Esquire
Assocliate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

We have reviewed the letter of William C.
Oldaker, dated June 16, 1977, communicating the Commis-
sion's determinations with respect to bank loans obtained
and private airplanes utilized by Senator Sasser during
his 1976 primary campaign. We are pleased that the Com-
mission concluded that the bank loans were not in viola-
tion of the Federal Election Campaign Act, 1971, as
amended, ("FECA") and we will make the technical correc-
tions to the reports of the Senator's campaign committee
that the Commission requested.

The Commission, however, found that 2 U.S.C.
§441b had been violated because "Senator Sasser accepted
corporate contributions . . . in that an amount of money
not exceeding cost was paid in rental of airplanes owned
by corporations." The statute cited by the Commission
has been in effect for approximately seventy years, vyet
we are unable to find any authority for the Commission's
position. The corporations that rented aircraft to the
Sasser campaign charged the same rate that they charged
to non-political users. We have always viewed the absence
of special treatment as the touchstone of whether the
provision of goods or service was a corporate in-kind con-
tribution. If a candidate purchases goods or services
at a rate equal to the rate charged non-political users



JSIDLEY & Al"”‘””’ . WasninaToNn, D. C. 20006

Charles N. Steele, Esquire
Junes 22515877
Page Two

by the same corporation, there is no contribution. The
fact that the rate does not exceed cost is irrclevant.
It is unfortunate that the Commission decided to announce
a new rule in the context of this investigation.

We believe that it is particularly unfortunate
that we were denied the opportunity to appear boefore the
Commission to respond orally and in writing to the Commis-
sion staff's recommendations. The right to hearing is
fundamental and its denial in this case was unfair. The
Commission should have provided a hearing in this proceeding.

In entering the conciliation phase of this pro-
ceeding, we hope that the Commission will take into con-
sideration the fact that 1t has applied a rule ncver
before stated. As we have maintained throughout, the
campaign and the corporations providing aircraft were
cognizant of FECA and attempted to comply. Their convic-
tion that they succeeded is demonstrated by the openness
of the transactions. There were written contracts, bills
for all flights, payment by check, and the reporting of
all transactions to the Commission. Indeed, throughout
this investigation, Senator Sasser, the campaign committee,
and the corporations have cooperated fully with the Commis-
sion, providing all requested materials. As a result,
we believe that the conciliation agreement should reflect
the honest disagreement between the campaign, the corpora-
tions, and the Commission over the reguirements of the
law.

In addition, the agreement should also reflect
the lack of involvement of the Senator in the negotiation
of the agreements for the aircraft. As the Commission is
aware, all agreements related to aircraft were arranged
by the campaign staff upon the advice by counsel to the
campaign. Senator Sasser had no personal involvement in
these arrangements.

In conclusion, we wish to emphasize our continued

desire to cooperate with the Commission in order to achieve
a mutually agreeable resolution to this proceeding.

Sincerely,
/%;1*45241?&iéiz;aa¢4%2;2f

Michael A. Nemeroff
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Federal Election Commission
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Mr. Neil Disner
Assistant Chief Counsel

Regulat ions & Enforcement, Rm. 215 A
deral Aviation Administration
0 Independence Avenue, S.W.
Washington, D.C.

1=

Dear Xr. Bisne

®

1€ s

Information nas come to the attention of the Federal

£lection Commission which indicates possible violations
of regulations within your jurisdiction by the companies
listed bezlow in connection with the lease of airnlancs
to a federal candidate

Tho companies listed below, each of which op=rates
a vwlane under Part 91 of 14 C.F.R., each leased a plane
to Senator James Sasser, accepting felmbuLschen QENGOIZES
or the use of the pl

e
ane. Most of this activity occurred
during the Tennessze primary campaign from dMay through
RRETSE vESREL SRS
The Commission would like to advise you, however,

that its regulations which were in proposed form at the
time, prohibit federal candidates from using corporate
aircratft unless they reimburse the corporation at either
the regular first class airfare or the usual charcer rate.
These regulations appear to directly conflict with your
regulations concerning the use of such planes for hire and
compansation. As discussad in a meeting batween you and
Char les ML Stesle ol oUur oftflce), the GonmilSsion will he
consideoring revisions of these regulations in the near
BB

L Re Gomp anles involved are:

Paerta Ditcﬁinq Eio g
L9y Sest Center Street
Tannassae 27664
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Aviation Group Associates, Inc.
PLO. Box 491
Madison, Tennessee 2

TR - Dugasr & 1Son
3018 Ambrose Avenue
Mashville, Tennesseae 37 2T

Campbell's Aero Service
Istiand Birport

R OL Box 809

Knoxvilie, Tennessee 37901

If yvou would like more details concerning this matter

or if we can be of any further assistance, please contact
Ms. Lyn Oliphant of my staff on 523-4039.

In view of the fact that the Commission has discovered
this information in the context of an enforcement proceeding
ve rafer you to 2 U.S.C. §437g(a) (3) (B) which prohibits
the making public of any notification or investigation with-
out the written consent of the respondent.

Sincerely yours,
1 |
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William C. Oldaker
General Counsel
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FEDERAL EILECTION COMMISSION i

1325 K STREE T N

WASHING TON.D 2004 June 16, 1977 :
Qo> _

CORTTFIED MALL

RETURN RECEIPT REQUESTED T g

Mr. Fred H. Whaley 7
Assistant Secretary &

R asisuERE
Pierce Ditching Company
1901 East Center Street
Kingsport, Tennessee 37664

This letter is to notify you that the Federal
Llection Commission has found reason to bzlieve that
your company has violated 2 U.S.C. §441lb of the Federal ‘
Election Campaign Act. Specifically, the Commission ;
believes that your provision of the use of your air-
plane at cost to Senator James Sasser during his
Tennessee primary campaign in 1976 constituted a pro-
hibited corporate contribution.

s A Ll T AT AR R R N Al I Bt

Under the Act, you have an opportunity to demon-
state that no action should be taken against you.
Please submit to the Commission within ten days any
materials which you deem relevant to its investigation
of this matter. Pursuant to 2 U.S.C. §437g(a) (3) (B)
notification or investigation of this matter will
remain confidential unless the Commission receives
YOUX wxitten conssnt-

s a2 P AT

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administration for
consideration of any possible violations within its
Feascilcth. o,

If you have any guestions concerning this sUThsEhe
aleas= ‘cohtact Ms. DLyn Olivhant of olr staff on 209/ =
=l ) A &
52342039,

iy

‘»;,»i\",- Willdem €. Olgaker
i General Couns:s
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@ SENDER: Complete items |. 2, and 3.
Add your address in the ‘RETURN TO'' space on
reverse,

1. The following service is requested (check one).
Show to whom and date delivered............ 15¢
Show to whom, date, & address of delivery.. 35¢

(7] RESTRICTED DELIVERY.
Show to whom and date delivered............. 65y

[0 RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85¢

2. ARTICLE ADDRESSE?( T0:
{ hx
Trect H oW g}( 0N

LoX )7 )"

Pi€ye e hn"\g—
hraJs)er N

3. ARTICLEDESCRIPTION:
REGISTERED NO. | CERTIFIED NO. INSURED NO.

X33

(Always ebtain signature of nddresses or agent)

A/m? OF o:uv:av smmt
gy
y =k 2 / 4

I have received the article described above.

\S% O Addressc/ gfnzld agent

S. ADDRESS (Complete only if requested)

6. UNABLE TO DELIVER EECAUSE: CLERK'S
INITIALS

)¢ it

% GOP: 19W—0O-203-438
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FLDERAL ELECTION COMMISSION
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June 16,

CERTIFIED MALE
RETURY RECeZIPT REQUESTEL

Mr. Aubrey Gregory

President Aviation Group Associlates, Inc.
P.0. Box 431

Madison, Tennessee 1 26)

MUR 216(76)

Dear e, Greggry:

This letter is to notify you that the Federal
ction Commission has found reason to believe that
1Y Company has violated 2 U.8.C. §441b of the
eral Election C1m0ul*ﬂ Act. Speanl cally, the

zion believes that your provision of the use
o)bya erlan at cost to Senator James Sasser
uring hl: Tennessee primary campaign in 1976 consti-
uted a prohibited corporate contribution.

=
O =

'\

e g
[
: I oY
i
l”1

N
—u
-

Gk

nder the Act, vou have an opportunity to demcn-
strate that no action should: be taken against you.
Plesase submit to the Commission within ten days any
materials which yvou deem relevant to its investigation
of this matter. Pursuant to 2 U.S.C. §437g(a) (3) (B)

notification or investigation of this matter will remain
confidential unless the Commission recelves vour written

CORISBINED

T adu¢thﬂ, the Commisgsion has decided to refer
this matter to the Federal Aviation Administration for
consideration of: any possible violations twrithin Gthegr
qurisdiction.

v guestions concerning this matter
wn Oliphaat ot oy stafr an- 202y
SLTCenElY FOWns,
= oy
T . g 2l
S 4 yh? < e i r —-,-", £ #

15957

o e ae

B AT e T i
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@ SENDERY r.ompuu items 1, 2, and 3.
d your addreu in the "RETURN TO'’ space on
mem

1. The following service is requested (check one).
Show to whom and date delivered. .... eeaen 13¢
] Show to whom, date, & address of delivery.. 33¢
] RESTRICTED DELIVERY.
Show to whom and date delivered............. 65¢

{7] RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85¢

2. ARTICLE ADDRESSED TO:

ﬁ\,b(*’

‘(,‘ (dﬁ)%ri“fd ,JJ(/ m

‘E\C ey Lf(' o
odwann Jenn 31NE

NYN A3NLINTD GNV QIUNSNI ‘GIVILSIOINY ‘LdIZII¥ NENI3N

3. ARTICLE DESCRIPTION:
REGISTERED NO. l CERTIFIED NO. 1 INSURED NO.

7733583

L

(Always obisin signature of addressee or agent)

I have received the article described above.

fuﬂlﬂi Addresscc [0 Authorized agent
) -ﬁ)\ y. /'7 W’L}\

DATE OF DELWEQY POSTMARK
s ADDRESS (Complete only g ?jumd)
6. UNABLE TO DELIVER BECAUSE: CLERK'S

INITIALS

* GOP: 19%--O-203-456 l



FEDIRAL ELECTION COMMISSION

s T - T AU
WASHINGTON DO 20h S June 16, 1977

CET“"TFIED MAIL
TURN RECEIPT REQESTED

M N E s =T T NSO a7
Airplane Services, Inc.
c/o Franklin County Bank
Winchester, Tennessee

Re: MUR 216 (76)

Bear Mr. Spray:

This letter 1is to notify vou that the Federal
Election Commission has found reason to believe that
your company has violated 2 U.S.C. §441b of the Federal
Election Campaign Act. Spec1f1cally the Commission

Leves that your provision of the use of your air-
' at cost to Senator James Sasser during his
Tennassee vrimary campaign in 1976 constituted a
prohibited corporate contribution.

Under the Act, you have an opportunity to demon-
state that no action should be taken against you. Plcase
submit to the Commissicn within ten days any materials
which you deem relevant to its investigation of this
matter. Pursuant to 2 U.S.C. §437g(a) (3) (B) notifica-
tion or investigation of this matter will remain confi-

dential unless the Commission receives your written
consant.

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administration for
consideration of any possible violations within its
Sj enerstiae ol

If vou have any questions concerning this matter,
ple2ass contact Ms. Lyn Oliphant of our staff (202)523-
4039.

Sincerely yours,
- s ,4, /
1 ' i 23
e TY g A 2P0l
i
Willian® C. Oldak
ﬁﬁéa* General Counsal
NN G
3
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@ SENDER: Complete items 1. 2, and 3.

Add your address in the "RETURN TO'’ space on
reverse.

1. The following service is requested (check one).
Show to whom and date delivered............ 15¢
Show to whom, date, & address of delwe‘w‘ ‘35¢

[J RESTRICTED DELIVERY.
Show to whom and date delivered

=] RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85¢

2. ARTVICLE ADDRESSED T0:

%ﬁr 1 T.5 gl’al :

H ¢ pliine \\"‘JJ(
C/[;}!Zlnr&l\ﬂ (KH,W/ 94! 1\k‘
winches ey, “Tem )

3. ARTICLE DESCRIPTION: {
REGISTERED NO. l CER‘NFIE 55 l INSUR&D, noi

293350

(Always sbtain u!nmn of eddresses or agent)

I have received the article described above.
{J Authorized agent
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FEDERAL ELECTION COMANMISSION i

1325 N STREED MW ; —hine
WASHING TON. DO 20403 June 16, 1977

MALIL
_IETDT REQUESTED

tir. dohm T. Dugger, JIr. |
Presidont . :

g2 Da & Son, Inc. 2
2018 Ambrose Avenue i
washville, Tennessee 37207 ;
i
Re: MUR 216 (76) |
s DEay: . PDugger: i
oip |
pe This lett;r is to notify you that the Federal !
mission has found reason to believe that |
@ h 6. iolkated' 2 WIS, . I§44lh of €he Federal ?
Act. uD“Cl_;villy, the Commission g
DLov1 ion of the use of your air- ;
enator James Sasser during his !
canpaigh in 1976 constitntad a :
€ ate COﬂtrldeLOn. i
Inder the Act, you have an opportunity to demon- i
¢ that no action should be taken against you. :
supmit o the Commission within ten days any !
cr 1 vou deem relevant to its investigation i

| , Pursuant to 2 b.S.C. §437g(a) (3) (B)

| ication or investigation of this matter will

| e CJn;ldential baless thé Commission receives |
| ol REmten consent. i
| 4
} ition, the Commission has decilded to refer 21
| to the Federal Aviation Administration for ; L
‘ ign Of ahw possible viclations within its .
o
y = oulihe oncerning this matter e
piease contact DR ORE S S G e ;
. 523-4039. o

‘ Sinceldely yours,
| !
\ > - o
\

; :
e
-»//// o d phr
_,/( ' e
{f

Vi LidiEm

General
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items 1, 2, and 3.
Add your sddress in the
reverse.

“RETURN TO'' spsce on

1. ‘The following sesvice is requéated [ehdck one).
{3, Show to whom and date delivered............ 15¢
] Show to whom, date, & address of delivery.. 33¢
[ RESTRICTED DELIVERY.
Show to whom and date delivered............. 65¢
] RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85¢

REGISTERED NO. l CERTIFIED NO. I INSURED NO.

3943381

| Uweys obtain signeture of sddresese or agent

I have received the article described above.
S'GNM’Ult {J Addressce 1] Authorized agent

YW GIAINBD OGNV QINNSNI ‘GIVILSION ‘L41303W NENLIN




FEDERAL FLECTION COMMISSION

15—l s R E RN - -
WASHING [ON IO, 20463 June l6, 1977

ol

Ny
CERBGE FED NASKE
PERURNTRECETET REQUESTED

Michael A. temeroff, Esquire
Sidley & Austin

1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Re: MUR 216 (76)

Dear Mr. ilemeroff:

This letter is sent to you in your capacity as attorney
for Senator James R. Sasser in the above-referenced matter.

On June 15, 1977, the Commission considered the report
of “he CGeneral Counsel on the guestions of loans obtained
Ly Senator Sasser and private aircraft used for travel
during the Tennessee primary canpaign.

The Commission determined there is insufficient
evidence to establish reasonable cause to believe that the
$125,000 in loans obtained by the Senator were made outside
the ordinarv course of business. Concerning the reporting
of such loans, the Commission found that, although the loans
were incorrectly reported, Senator Sasser demonstrated that
no action should ke taken against him, in that best efforts
vare made to comply with the reporting regquirements of the
Act. However, the Commission requests that amended reports
be filed reflecting the -original sources of the loans.

With respect to the use of private airvlanes during the
erimary campaign, the Commission found reasonable cause to
believe that Senator Sasser accepted corporate contributions
in violation of 2 U.S.C. §441lb, in that an amount of money
not exMceeding cost was paid in rental of airplanes owned by
BEI O TR O TSN

The Commission has a duty to correct such violations
r a period of 30 days by informal methceds of conference,
nciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5) (A).

E——




For your information the Commission has found reason to
believe that 2 U.5.C. §441lb was violated by Airplane Services
Inc., Pisrce Ditching Co., Aviation Group Associates and
Tl Duﬂver & Sons. We vemind you that 2 U.S5.C. §437g(a) (3)
(B) prohipits the making public of any notification or
investigation by the Commission.

iy o g e i e

The Commission reconsidered your request of May 20, 1977,
to resn 3*& in writing to the report of the General Counsel
and to make an oral presentation before the Commission

cum(olnlnq these matters; and determined that it would not ' -

vary from its ordinary procedures in this case.

In order tha
. concudastion; pleass
2 carliest convenignce.

s matter may che resolved throudgh
Sl coniEaoel CharElss NLNSiEE e NaE ot

i ‘ A '
Sincerely yours, ]
P . R AR AV 4 !
i A S
pa : -4 o oes 4 2 s
s S ld - VAT S
/#

William C Oldaker
General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 216 (76)

James R. Sasser )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Commission,
do hereby certify that on June 15, 1977, the Commission determined by a
vote of 4-0 to deny a request to hear an oral presentation to the
Commission in the above-captioned matter. Voting for this determination
were Commissioners Aikens, Harris, Springer, and Staebler; Commissioners

Thomson and Tiernan were not present at the time of the vote.

M%@Z/W

Mar30r1e W. Emmons
Secretary to the Commission
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 216/239 (76)

James R. Sasser

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Commission, do hereby certify that on June 15, 1977, the Commission
determined by a vote of 4-0 to find no reasonable cause to believe
that the respondent, James Sasser, accepted $125,000 in loans in
violation of 2 U.S.C. Section 441b, this finding being contingent upon
the respondents filing amended reports with the Commission. Voting
for this finding were Commissioners Aikens, Harris, Springer, and
Staebler; Commissioners Thomson and Tiernan were not present at the
time of the vote.

The Commission determined by a vote of 5-0 on June 15, 1977, to
take the following actions:

1) Find that the respondent, James R. Sasser, had demonstrated why
no action should be taken against him with respect to failure to correctly
report the loans in the above-captioned matter.

2) Find reasonable cause to believe that the respondent, James
Sasser, had violated 2 U.S.C. Section 441b in connection with travel on
corporate planes.

3) Find reason to believe that Airplane Services, Inc., Pierce

Ditching Co., Aviation Group Associates, and J. T. Dugger & Sons

violated 2 U.S.C. Section 441b.
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In the Matter of) |
) MUR 2167239 (76) Certification (continued)

James R. Sasser ) Page two of two

4) Refer Pierce Ditching Co., Aviation Group Associates,
J. T. Dugger & Sons and Campbell Aero Services to the Federal
Aviation Administration for examination of possible violations of
FAA regulations concerning the use of private airplanes.
Voting for these actions were Commissioners Aikens, Harris, Staebler,
Springer, and Tiernan; Commissioner Thomson was not present at the time

of the vote.

7?/’4"42@—"«41;(/ / PO

( /Marjorie W. Emmons
Secretary to the Commission
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BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of ) MUR 216/239 (76)
)

James R. Sasser )

GENERAL COUNSEL'S REPORT

INTRODUCTION

This report is divided into two sections
because of the complexity of the issues and the separate
policy questions raised by each issue. The first section
deals with the loans obtained by James Sasser during his
Tennessee primary campaign. The second section concerns
the other allegations in the original complaint against
Sasser regarding travel on private aircraft. Senator
Sasser has submitted two memoranda pursuant to 2 U.S.C.
§437g(a) (4) which he believes demonstrate that no action
should be taken against him.

SASSER LOANS

I. ALLEGATIONS
There are two basic allegations relating to loans
obtained by James Sasser during his primary campaign for

the U.S. Senate in Tennessee:



(1) that $125,000 in bank loans were improperly reported
as loans from Sasser to his committee without indicating
the original source of the loans, in violation of 2 U.S.C.
§434 (b) (5);
(2) that these loans were not in the ordinary course of
business as required by 2 U.S.C. §431(e) (5) (G), which makes
them illegal corporate contributions under 2 U.S.C. §441b.
II. EVIDENCE

The summary of the transactions which follows is based
primarily on the Memorandum Concerning the Bank Loans
submitted by Sasser on February 28, 1977. Some additional
details are supplied from previous submissions in response
to letter inquiries and the subpoena issued in October,
1976. Information about banking practice was obtained from
the Comptroller of the Currency.

The Loan Transactions

1. United American Bank Loan - $25,000.

On May 27, 1976, the United American Bank of Nashville
(formerly the Hamilton Bank) loaned James R. Sasser $25,000.
The loan was an unsecured, 32 day note, automatically
renewable until paid, with a 9% interest rate. There were
no consigners or guarantors. The purpose of the loan as
indicated in the notes in the credit file of the meeting
between the authorizing officer and Sasser was to finance

Sasser's primary campaign for the U.S. Senate.



The following documentation has been provided to the
Commission: 1loan note, cashier's check payable to Sasser
and endorsed to his campaign committee, a disclosure state-
ment (required by the Truth in Lending Act), an unaudited
statement of assets and liabilities of James and Mary Sasser,
their 1975 income tax return and notes from credit file
made by Frank Woods, President of the United American Bank.

Sasser endorsed the cashier's check on June 15, 1976
and deposited it in the account of the Sasser for Senate
Committee.

Mr. Woods' notes on the meeting with Sasser indicate
thaﬁ the loan would be repaid in the short term if not needed
for the campaign. Repayment, if the loan were used, would
come from fundraising. The alternative source of repayment
was to be from Sasser's personal cash flow and possible
refinancing of his home. The notes also indicate that Sasser
said he intended to direct business to the United American
Bank and that Sasser was confident of winning the Senate
race. There is also a notation that there was a "long
discussion about campaign."

Sasser's Memorandum Concerning the Bank Loans, dated
February 28, 1977, indicates that all documents in the United

American Bank loan file have been supplied to us. In the

letter from Frank Woods, dated October 26, 1976, he states,




-~

"I have known James R. Sasser for a number of years and
have personal knowledge of his standing in the legal
community, the stature of his law firm and its future
earning capacity, and the earning capacities of Mary
Sasser as well as Jim." The decision to extend credit
appears to have been based, at least partially, on the
personal knowledge and judgment of Mr. Woods.

2. First National Bank of Tracy City/Franklin County
Bank - $100,000

On June 11, 1976, Sasser applied for a $100,000 loan
at the First National Bank of Tracy City, Tennessee. He
contacted Charles Turner, a director of the bank and member
of the loan committee, who is a personal friend of Sasser's.
(Mrs. Turner was also for a time employed at Sasser's law
firm.) Turner presented the Sasser loan to the loan
committee. The note itself was issued to Sasser on June 11,
but was not signed by Sasser until July 13, when he reportedly
decided that it would be necessary to incur that substantial
an obligation.

The loan was an unsecured demand note at an interest
rate of 9% with no cosigners or guarantors. The first
year's interest was placed in escrow and credit life
insurance was obtained. The following documents were
provided to the Commission: 1loan note, unaudited financial

statement of James and Mary Sasser and their 1975 income



tax return, liability ledger sheet reflecting the loan,
assignment to the Franklin County Bank, and participation

certificates issued by the Franklin County Bank.

Subsequent to the loan committee's approval of the loan,

the First National Bank of Tracy City decided not to
participate in the loan. The reason given for the decision
not to participate was "to avoid conflict among board
members," a reference to the fact that another director of
the board was supporting John J. Hooker, a primary opponent
of Senator Sasser's. Memorandum Concerning the Bank Loans,
p. 6. Turner, who had presented the loan to the Tracy

City Bank, then agreed to arrange for the Franklin County
Bank (of which he was also a board member) to make the
loan; Turner also arranged for the participations in the
loan by other banks. Memorandum, pp. 5-6. (Turner is

President of the Garmaliel Bank, a director of the Tracy

Bank, and Chairman of the Executive Committee of the Franklin

County Bank.)

The agreement between the Tracy City Bank and Franklin
County Bank provided that the Tracy City Bank would credit
the account of James Sasser at the Nashville City Bank on
July 13, and that the Tracy City note would then be
exchanged for a $100,000 cashier's check from the Franklin

County Bank. This was deposited at the Tracy City Bank on




July 14, at which time the loan was cleared from the Tracy
City Bank's books. The letter previously received by the
Commission from the Tracy City Bank had failed to acknowledge
the brief funding of the loan by that bank.

The Franklin County Bank, in order to not exceed its
legal lending limit / sold the following portions of the
loan to participating banks:

United American Bank

Nashville, Tn $ 25,000

First National Bank

Livingston, Tn 10,000

C § C Bank

Knoxville, Tn 15,000

C § C Bank

Maynardsville, Tn 15,000

First National Bank

Cookeville, Tn 5,000

Bank of Putnam County

Cookeville, Tn 5,000

Gamaliel Bank

Gamaliel, Ky 20,000

Franklin County Bank

Winchester, Tn 5,000
$ 100,000

Each bank purchased the portion of the loan indicated
above at an interest rate of 8 1/2%, a common discount to
the participating banks as a service charge for the

originating bank.

_/ The "legal lending limit" (12 U.S.C. §84) is defined
as follows:

"The total obligations to any national banking
association of any person, copartnership,
association, or corporation shall at no time
exceed 10 per centum of the amount of the capital
stock of such association actually paid in an
unimpaired and 10 per centum of its unimpaired
surplus fund."



The Franklin County Bank accepted the loan on the basis
of information supplied and presented by Charles Turner
who admittedly had access to the credit information at the
United American Bank although why he had access is unclear.

Sasser states he had no knowledge of the sale to the
Franklin County Bank of the $100,000 loan or of the
participations in that loan by other banks.

The documentation of the Franklin County Bank loan was
not completed until July 28, 1976, at which time all the
participation certificates had been received by the bank.

3. Repayment

Sasser states that he had intended to repay the United
American Bank $25,000 loan with proceeds from the $100,000
loan. That, however, was not done. Instead,
the original note was cancelled on July 15, 1977 and on
July 16, 1977, Sasser signed a new note to United American
for $25,000. The United American Bank then sold this note
to the Gamaliel Bank on the same day, leaving the Gamaliel
Bank with $45,000 in loans to Sasser in its portfolio and
the United American Bank with the $25,000 participation
purchase.

On October 12, 1976, $80,000 was repaid to the Franklin
County Bank. (The first year's interest had been previously

placed in escrow.) The source of funds was two fundraisers.



The first fundraiser was held on September 17, 1976, at
the home of Mr. C. H. Butcher, Jr. Approximately $34,000
was received from this event. The expenses were paid by the
committee on October 7, 1976. Mr. Butcher is a director
of four of the banks participating in the Sasser $100,000
loan.

The second fundraiser was held on September 30, 1976,
by Mr. Millard Oakley and Mr. Frank Woods at the Nashville
City Club. After expenses were paid to Mr. Woods, $47,000
was received. As noted above, Mr. Woods is President and
director of the United American Bank.

The remainder of the $100,000 loan was repaid with a
$20,169 note from United American Bank which Sasser obtained
for that purpose on November 1, 1976. The $25,000 liability
to the Gamaliel Bank was discharged on November 1, 1976,
by a $20,000 check from other funds of the campaign committee
and from the escrow account in the Franklin County Bank.

The United American Bank note was renewed on
January 1, 1977, in the amount of $20,597.59.

As of February 28, 1977, the time of the submission
of the Sasser Memorandum Concerning the Bank Loans, the
$20,597.59 note with United American Bank was outstanding.

4., Reporting of the loans

The Sasser for Senate campaign committee reports loans

from Mr. Sasser on the following dates:
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June 15, 1976 $ 25,000
July 14, 1976 12,850
July 19, 1976 18,500
July 21, 1976 9,250
July 22, 1976 25,900
July 28, 1976 22,500

$114,000

The original source of the loans--the bank--was not indicated
on these reports.

Sasser's campaign staff maintain that they spoke with
someone at the Commission in the public information office
in May, 1976, who informed them that there was no need to
report the original source of the loans if Sasser borrowed
the money personally. Checks with that office suggest
that it is quite possible that such information was given.

Sasser, however, acknowledged the origin of the money
in press interviews and releases.

(Sasser's attorney has expressed a willingness to amend
the reports to correctly reflect the entries.)

IITI. LEGAL ANALYSIS
A. Statutory History

1. Introduction

The statutory history of the provisions in FECA
relating to loans is relatively complex, as we have set
forth in some detail below, in Section 2. That history
does, however, support the following general statements
which set the framework of any analysis of issues

relating to it.
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(a) The provision excluding loans from the definition
of contribution was inserted to allow candidates to borrow
money for campaigns;

(b) The provision was made part of the law when
candidates had a limitation on how much of their own money
they could use in a campaign, a restriction that, of course, was
found unconstitutional;

(c) No change was made in the provision after the
Supreme Court decision;

(d) No statutory history illuminates the phrase
"in the ordinary course of business" or explains what
it was intended to add to the other qualifying phrase
in the exemption that a loan is not a contribution is
"made in accordance with the applicable banking laws and
regulations and in the ordinary course of business."

2. Legislative History

The Tillman Act in 1907 was the first Act to prohibit
political contributions by national banks or other Federal
corporations. This was followed by the Federal Corrupt
Practices Act of 1925, amended in 1940 and 1948. The 1925
Act, in 18 U.S.C. §591, defined "contribution" as "a gift,
subscription, loan, advance, or deposit of money, or
anything of value . . .".

The Federal Election Campaign Act of 1971 included

the same definition of contribution. After the prosecution
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attempted in the First National Bank of Cincinnati case

(see Analysis of the Relevant Case Law), there was tremendous

Congressional sentiment aroused against the interpretation
of the law as prohibiting ordinary bank loans. In the House
debates on the 1972 amendments, Wayne Hays stated "I do not
think a candidate for office who has a net worth of $100,000
or $200,000, who might not want to sell some equity he has
to pay, perhaps, for his hotel bills and gasoline for the
campaign, should be prohibited from borrowing the money
« « «" 117 CONG. REC. 43385 (remarks of Rep. Hays).
Congress, in 1972, accordingly changed the statutory

scheme to exclude from the definition of contribution, "a
loan of money by a national or State bank made in accordance
with the applicable banking laws and regulations and in the
ordinary course of business." The report of the Senate
Committee on Rules and Administration on S. 382, Rep. No.
92-229, set forth the underlying reasons for this exception:

"Testimony received from witnesses was

unanimously in favor of the granting

of loans by national or state banks if

such loans were made pursuant to

applicable banking rules and regulations.

This means that a bank should exercise

sound business judgment in extending

loan privileges to a political candidate

or committee in the ordinary course of

business and demand, where necessary,

certain security or collateral in order

to support a reasonable expectation of

payment in due course." S. Rep. No.

92-229, 2 U.S.C. Code Cong. & Admin.
News 1823 (1972).
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The legislative history is clear that loans to candidates
were intended to be reported including their original source.
S. REP. NO. 92-229, 92d Cong., lst Sess., 58 (1971). Because
there was some confusion over the duty to report, the 1976
amendments added a provision clarifying the reporting require-
ment. 2 U.S.C. §431(e) (5) (G) (i).

The analysis of the legislative history makes clear that
Congress intended to place banks in a unique position with
respect to Federal candidates. The exception allows bankers
to do what no other group or individual may do--that is, loan
money to Federal candidates with no restrictions other than
the requirements of following banking laws and regulations
and conducing the transaction in the ordinary course of
business. There is no guideline in the history of the Act
which sheds light on the meaning of ordinary course of
business other than the reference to the business judgment
rule.

3. Analysis of the Relevant Case Law

Although "ordinary course of business" would seem to be
a phrase easily defined, there is little case law on point.
Two reported cases brought by the Justice Department under
§610 deal somewhat with the loan question.

U.S. v. First National Bank of Cincinnati, 329 F. Supp.

1251 (S.D. Ohio 1971), was the case which prompted the

amendment of the Act in 1972 to exclude from the definition
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of "contribution" loans made in accordance with applicable
banking laws and regulations and in the ordinary course

of business. That case involved a fully secured, rather
small loan ($10,000) to a candidate who appeared to have
sufficient ability to repay the loan. The District Court
found that the prohibition of such fully secured loans at
normal rates of interest, made in the ordinary course of
business places an "unreasonable restraint on the First
Amendment rights of individuals." 329 F. Supp, supra

at 1254. The Court here clearly contempated loans obtained
by people who had the ability to repay them, and went on
to recognize that this interpretation might favor rich or
influential people who would have a greater ability to
borrow.

U.S. v. Barket, 530 F. 2d 181 (8th Cir. 1975), was a suit

against a bank officer. One count was that the bank officer
had misapplied bank funds in that he attempted to make a
corporate contribution prohibited under the Act. 1In its
opinion, the Court of Appeals took exception to the theory
of the violation espoused by the Justice Department, and
stated in footnote dicta: "The essential question in
determining the bona fides of the loan is not the purpose
for which the borrower intends to use the proceeds, but
whether the maker of the note had sufficient personal
resources to justify extending him credit." 530 F. 24

supra at 194.
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4. Approaches Taken by Other Agencies

The 1972 Amendments which excepted bank loans from
the definition of contribution, also sought more generally
to regulate credit extended to federal candidates. Thus,
2 U.S.C. §451 permitted the Federal Communication Commission,
the Interstate Commerce Commission and the Civil Aeronautics
Board to allow the extension of unsecured credit to federal

candidates, only if promulgated by regulation.

The Interstate Commerce Commission prohibits ALL unsecured

credit to Federal candidates. Secured credit is allowed only
if evidenced by writing with evidence of sufficient deposits,
bond or other security filed with the Commission prior to

the extension of credit. 49 C.F.R. 1325.

The Federal Communications Commission in 47 C.F.R.
64.801-804 allows unsecured credit only if certain conditions
are met, but requires the company extending such credit to
file detailed reports.

The Civil Aeronautics Board, in 14 C.F.R. 37a allows
unsecured credit only where bills are paid within 14 days
of the end of the monthly billing period. If not paid at
that time, there must be 150% of the committees credit
limit placed in security. Each carrier must file monthly

reports on the extension of all such credits to candidates.



O O

5. Regulations

The Commission's regulations, proposed on May 26, 1976,
do not define "ordinary course of business;" however,
§100.4(b) (13) clarifies the reporting requirement for such
loans. This section, tracking the language of the statute,
excludes from the definition of contribution "[A] loan of
money by a national or State bank made in accordance with
applicable banking laws and regulations, and in the ordinary
course of business, but these loans (i) shall be reported
in accordance with Part 104 . . ." The first Sasser loan
was made on May 27, 1976.
B. Other Relevant Legal Standards

1. Banking Regulatory Authorities

The Comptroller of the Currency, the Federal Deposit
Insurance Corporation, and the Federal Reserve Board share
regulatory authority for most banking institutions in the
United States. State-chartered banks are subject to State
banking regulation and to Federal Deposit Insurance Corp.,
regulation if they are federally-insured. All of the banks
involved in the Sasser loan transactions are federally-
insured, members of the Federal Reserve or nationally-
chartered banks subject to the jurisdiction of the Comptroller
of the Currency.

All banks are examined by the applicable state or

Federal regulatory authority at least once each year.
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At that time, a random selection of loans, usually those
above a certain cut-off point are scrutinized. Any loans
which do not meet the sound standards of the regulatory
authority are classified as either "substandard," "doubtful,"
or a "loss." Although the fact that a loan is secured or
unsecured 1is one factor in evaluating the soundness of the
loan, it is merely one element to be considered, and
substantial, unsecured loans are common in many banks. The
United American Bank, Franklin County Bank and Gamaliel
Bank were examined after the making of the Sasser loans,
but after all but $20,169 of the loans were repaid.
Generally, loans which have been repaid are not examined.

Various provisions of Federal banking regulations are
applicable to all the banks involved in the Sasser loans.
12 C.F.R. §226.815 requires a disclosure statement specifying
the terms of a loan be provided to the borrower in each
case. 31 C.F.R. §103.33 requires that a statement of
purpose be included in the credit file for each loan.

The Comptroller of the Currency (and the other
regulatory authorities) do not use the term "ordinary
course of business" in evaluating a loan. Generally, if
a loan has been repaid it will escape criticism even if it
may have been questioned while outstanding. Moreover,

the goals of the regulatory authorities are such that
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they encourage compliance with the regulations with a view
towards general health of the bank, so that technical
violations which have been remedied will not ordinarily

be the subject of an enforcement proceeding.

The Comptroller of the Currency, Enforcement Section,
expressed a willingness to give an opinion to the Commission
on the soundness of any loans.

2. General Corporate Law

In addition to the specific provisions of the banking
laws, general principles of corporate law evidence a
comparable standard of protection for decisions reached
by the officers. Thus, as a general rule a decision to
extend credit or cancel debts cannot be challenged unless
there is some evidence that the action was done by the
responsible officer in bad faith or for personal, rather
than corporate, purposes. Specifically, in Miller v.
ATs&T, 507 F. 2d 759 (C.A. 3, 1974), the Court of
Appeals concluded that remission of debt owed by the
Democratic National Committee could not be successfully
attacked, absent such proof. In that case, a stockholder
derivative suit challenged the directors' decision to
forgive the debt, despite the sound business judgment
rule which ordinarily insulates the decisions of

corporate management from the scrutiny of courts. The
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court stated that directors would not be protected from
liability by the business judgment rule if they were found
to have violated the statute prohibiting contributions, but
the court's formulation of the business judgment rule
outlines the relevant analysis which protects a corporate
decision from judicial scrutiny:

"The sound business judgment rule, the

basis of the district court's dismissal

of plaintiff's complaint expresses the

unanimous decision of American courts

to eschew intervention in corporate

decision-making if the judgment of

directors and officers is uninfluenced

by personal considerations and is exercised

in good faith." 507 F. 2d, supra at 762.

What is sufficient to remove such actions from the
business judgment rule varies somewhat from state to state.
Merely alleging the violation of a federal statute does
not seem to be a sufficient justification. Essentially
the courts have established a requirement that a party be
able to demonstrate that the motive underlying the
transaction was not in furtherance of a legitimate corporate
purpose, and as the court in Miller said, was not "“un-
influenced by personal considerations and . . . exercised
in good faith." The presumption in corporate law is that
director action is motivated by sound business judgment.

Ordinarily, at least in such stockholder derivative suits,

fraud, gross mismanagement, corporate waste or an improper
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motive (such as self-dealing or attempts to maintain control)
are the only grounds for inquiry into a business judgment

sufficient to set aside a transaction. Klans v. Hi-Shear

Corp., 528 F. 2d 225 (9th Cir. 1975); Hainline v. General

Motor Corp., 444 F. 24 1250 (6th Cir. 1971); Bellis v. Thal,

373 F. Supp. 120 (D.C. Pa., 1974); aff'd 510 F. 24 969; Issner
v. Aldrich, 254 F. Supp. 696 (D.C. Dela. 1966).

There is some support for the proposition that if the
primary purpose of the transaction is improper it may be

set aside. See, e.g. Cummings v. United Artist Theatre

Circuit, Inc., 204 A. 2d 795 at 805 (Md. 1964). However,

where a transaction serves a legitimate corporate purpose,
i.e., is in the best interest of the corporation, even if
another improper motive is present, the corporate action

is not invalid. Cummings, supra at 805. Other courts

have phrased this general principle as meaning that if
there is any rational business purpose for a corporate

action it is immune from scrutiny. Sinclair 0il Corp v.

Levien, 280 A. 2d 717, aff'd 332 A. 2d 139 (Dela. 1971);

Nursing Home Bldg. Corp. v. DeHart, 535 P, 2d 137, 143

(Wash. ); Bellis v. Thal, 373 F. Supp. 120 (D.C. Pa.

1974), aff'd S50 F. 24 695 (28797],.

C. Criteria for Evaluating Whether a Particular Bank
Loan was Actually a Contribution

As noted above, there appears to be no single standard

which defines what constitutes "a loan of money by a National



- 20 -

or state bank made in accordance with the applicable banking
laws and regulations and in the ordinary course of business
. « " Both by comparison to the general tests of banking
and corporate law and by measurement against the standard
of FECA, which removes from the definition of contribution,
the burden of proof seems to lie on the Commission to
identify and demonstrate characteristics or facts about
particular loans which identify why the transactions seem
out of the ordinary. No set rule seems possible, at least
at this time, but the following summarize generally what
seem to the General Counsel's Office to be the relevant
lines of inquiry.

1. Did the loan comply with Federal banking laws and
regulations? Although this is a distinct requirement under the
statute, in addition to the requirement that a loan be in
the ordinary course of business, the fact that certain
banking laws and regulations were not complied with would
also be a factor in evaluating whether such loan was in the
ordinary course of business. Therefore, all paperwork
required by federal regulations should be included in the
bank's credit file and the loan should not be in excess of the
bank's legal lending limit.

2. What were the terms of the loan? The amount of the

loan, length of the loan term, the interest rate, the
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collateral, the consigners or guarantors, must all be
considered. An abnormally low interest rate, may be an
indication that the loan was not ordinary. Lack of
collateral may be a factor depending upon the credit-
worthiness of the borrower. None of these factors is alone
dispositive.

3. How was the loan obtained? Were normal channels
observed? It may be quite ordinary for a bank director
to authorize a loan without the filing of a loan application
or interview with a loan officer. On the other hand, in
some banks, such a procedure is extraordinary. If a bank
has a published loan policy, laying out the requirements
for financial statements, loan applications, etc., the normal
procedures should be followed.

4. Who authorized the loan? The relationship between
the authorizing officer and the borrower is significant.
Although personal knowledge of a propsective borrower may
be an indication that expectation of repayment was justified,
it may also be an indication that the loan was intended to
be a contribution.

5. Was there sufficient evidence to support the credit
judgment at the time the loan was made? If the credit-

worthiness of the borrower is sufficient and the borrower
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has sufficient assets or earning capacity to justify extension
of credit, it would be an indication that the authorizing
officer was exercising business judgment as opposed to
political judgment in authorizing the loan. For example,

the personal relationship between the authorizing officer

and the borrower may be offset by a clear ability of the
borrower to repay, particularly in a case where the borrower
is seeking a loan merely to avoid liguidating certain assets
such as stocks. The credit-worthiness of the borrower should
be documented in the bank's credit file. The personal
financial statement should be sufficiently detailed and
accurate and any other documentation justifying the extension
of credit should be contained in the file. Because this
involves second-guessing the credit judgments of experienced
loan officers, it may be an unproductive exercise.

6. Did the bank expect repayment? AND Was the
expectation of repayment reasonable? Although this depends
on a subjective evaluation by the loan officer, expectation
of repayment must be justifiable. There are, basically,
three general sources of repayment: personal assets, earning
capacity and fundraising capacity. Fundraising is a source
of repayment obviously available only to candidates. Whether

or not it is determined to be legitimate to consider a
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candidate's ability to raise funds as means of repayment,
it must be kept in mind that a candidate will probably
only be a successful fundraiser if a successful candidate.
Therefore, the personal ability of the candidate to repay
the loans as an alternative source of repayment must be
sufficient.

7. Does the bank have loans of a similar nature of
character, i.e., of comparable purpose, amount and terms?
Because Federal regulation as well as State regulation of
banking leaves the industry a great deal of flexibility,
what is the ordinary course of business will vary from bank
to bank and will depend substantially on practices within
the bank itself. It must be determined whether the bank
has other similar loans. Other personal loans should be
compared to loans to candidates for comparable amounts,
interest rates and terms, depending upon the character
and ability of the borrower to repay. If a bank has given
loans to other candidates, these should be compared. 1If
a pattern of making loans only to candidates of one party
appears, this should be noted. However, if only candidates
from that party have applied for loans, or if a candidate
from another party does not have comparable ability to repay
a loan, the fact that only candidates from one party have

received loans will be meaningless.
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8. If more than one bank is involved in the transaction
or series of transactions, what is the relationship among the
various banks? Are they correspondent banks? Do they have
cross-directorships? The relationships between the
authorizing banks may be such as to suggest the possibility
that it was actually one transaction.

D. Application of the Legal Standards to the Facts of
This Case

1. Introduction

The ultimate question facing the Commission is whether
there is reasonable cause to believe that the Act has been
violated. Factors which cut towards a finding that the loans
in question were outside the ordinary course of business
are set forth below first, followed by the factors that
lead the General Counsel's office to believe that the
Commission in balancing all the considerations should not
find reasonable cause to believe. Acceptance of this
conclusion, premised as it is on various factors relating
to the statutory history, might lead the Commission to
examine whether, by exercise of its regulatory authority
or by recommendation to Congress, it can limit the
apparently unintended effect of leaving individuals who
can control bank loans with few limitations on the amount
of funding they can direct to candidates they personally

assess as responsible.
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With regard to the reporting of the loans, the General
General Counsel's office believes that while there is reasonable
cause to believe that the loans were misreported it would
be proper to find that no action should be taken against
the respondent, except to request that the reports be amended.
(Mr. Sasser's lawyer has indicated a willingness to
amend the reports.)

2. Aspects of the Sasser Loan Transaction Which

Suggest that the Loans were Not in The Ordinary
Course of Business.

The following facts seem to indicate that the motives
behind the making of such loans were other than in the
ordinary course of business.

a. The terms of the Sasser loans.

The amount of money loaned to Sasser on his personal
signature is large compared to his net worth. The money
was admittedly loaned for the purpose of the campaign.
Although the interest rate was reasonable, the loans were
unsecured and for an indefinite period of time, with no
definite repayment schedule.

b. Authorization of the loans.

Although personal knowledge of a borrower's credit
worthiness is a legitimate consideration in making the
judgment to extend credit, such relationships may indicate

that the decision to extend credit was not merely the
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exercise of gond business judgment but was influenced by
personal considerations. The loans were arranged by
bank officers who know Sasser on a personal basis,
particularly Charles Turner and Frank Woods. In addition,
C. H. Butcher is chairman of three of the nine banks involved
and is a director of a fourth.

The $100,000 loan originally agreed to by the First
National Bank of Tracy City and later funded briefly by
them and purchased by the Franklin County Bank was presented
to the loan committees of both banks by Charles Turner, a
personal acquaintance of Sasser's. Moreover, participations
by other banks in the loan were arranged by him. Turner
is President and on the board of the participating bank
which assumed the largest portion of the loan (the Gamaliel
Bank-~the bank which also purchased the renewed $25,000
loan issued by the United American Bank on July 16). Also,
the Tracy City Bank's decision, after the note was issued,
not to participate in the loan, appears to have been motivated
by political, not business considerations.

c. Interlocking directorships.

The nine banks involved in the transactions share many
directors in common. Two figures stand out, however. Charles
Turner is on the board of directors of the First National

Bank of Tracy City, the chairman of the executive committee
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of the board of directors of the Franklin County Bank,
and president and director of the Gamaliel Bank.

C.H. Butcher, Jr., is a director of the Gamaliel Bank,
and chairman of the boards of United American Bank,

C & C Bank, Maynardsville, and C & C Bank, Knoxville.

A total of $100,000 of the $125,000 was loaned to Sasser
by Butcher-controlled banks. An additional $5,000 came
from a Turner-controlled bank apparently not connected
with Butcher.

In Sasser's Memorandum on the Loan Question, it is also
indicated that Turner had "access" to the credit
file of the United American Bank. According to the most
recent edition of the American Bank Directory, he is not
a director or officer of that bank. In view of his obviously
close working relationship with Butcher, it is possible that
his "access" is due to this connection.

d. Fundraisers.

Although there is clearly no prohibition against bank
directors holding fundraisers for the political candidates
of their choice, the fact that a major portion of repayment
($80,000) was made with funds from two fundraisers, one
held at the home of Butcher, (whose banks were participating

in the Sasser loans in the amount of $100,000) and one at a
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private club by Woods, (President of a bank of which Butcher
is chairman, and whose bank had up to $50,000 outstanding

to Sasser) supports the inference that considerations

other than strictly business-related were involved in the
making of the loans.

3. Reasons for concluding that the evidence does

not warrant a finding that there is reasonable
cause to believe that the loans were in fact a
contribution.,

Initially, with regard to the statutory requirement that
loans be made in accordance with the applicable banking laws
and regulations, the terms and conditions of the Sasser
loans do not appear to fall outside the ordinary range
of bank loans, and nothing suggests that any regulations
were violated. The interest rates charged--9% on the United
American Bank Loan and 9% on the Tracy City/Franklin County
Bank Loan--are in line with then prevailing rates for
ordinary loans. The basic decisions to make the loans seem
readily defensible as within the area of judgment reserved
to banks in the making of loans on the basis of Mr. Sasser's
present worth and earnings, his prospective earnings whether
or not successful in his candidacy and his general reputation.
Absence of specific security for the loan, though a factor

in judging the risk taken by the bank, is not itself a

reason for concluding that the loan was unwarranted. 1In
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short, nothing suggest that the loans were unacceptable
from the point of view of the banking authorities.

Accordingly, in order to conclude that there was
reasonable cause to believe that the loans violated the Act,
the Commission would have to conclude that the phrase
"ordinary course of business" substantially narrowed the
kinds of loans viewed as permissible by the Act. As noted
above, no statutory history points to such an interpretation
of the words; indeed, the insertion of the amendment after
the unsuccessful prosecution in the case emphasizes the
Congressional belief that the law was not to be construed
narrowly to hinder candidates from obtaining loans.

As an initial matter, it would seem that presence or
absence of security from the candidate might well be a
factor under FECA in assessing the merits of a loan. The
Act itself in 2 U.S.C. §451, mentions security and explicitly
directs other agencies responsible for regulating
enterprises likely to extend credit to candidates to set
forth rules which regulate any unsecured credit. Parts
of the legislative history, noted above, emphasize security
as a factor of importance. Without more, however, the
words of the Act do not seem to establish anything nearly
so specific as a requirement for security, especially in
light of the underlying purpose of the amendment to remove

ordinary bank loans from the definition of contribution.
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Additionally, here, it could be argued that, with regard
to the United American Bank loan the notes of Frank Woods
clearly reveal his awareness that the loan was for use in
connection with Mr. Sasser's candidacy, and, combined with
his admitted friendship with Mr. Sasser, such a loan
crosses the barrier and becomes one antithetical to the
campaign law limitations. Similarly, with regard to the Tracy
City/Franklin bank loan, the <close involvement of one
individual, Charles Turner, in the initial arrangement of the
loan with Tracy City and his subsequent involvement in
transferring the loan to Franklin County after the initial
loan was reconsidered because of political connections by
a bank director with a Sasser rival, reflects the influence
of one individual in directing funding towards a particular
candidate. Here again, however, these factors, at least
with regard to bank loans, do not appear dispositive. Bank
officers responsible for loans have traditionally been
expected to make assessments of the credit-worthiness
of those to whom credit is extended, and personal knowledge
of the individual has always been considered a highly relevant
factor. Absent evidence in addition to the existence of
such personal relationships and the knowledge that the loans
were to finance Mr. Sasser's campaign, it would be difficult

to prove that the dominant motive was not an acceptable
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business one but rather was to aid Mr. Sasser's candidacy.
And even if such a conclusion is reached, the cases cited
above suggest the reluctance of the courts to set aside
as improper a business judgment, even where personal motives
intervene, where the business judgment is supportable on
independent grounds.

Finally, the involvement in fundraisers to relieve
Mr. Sasser's indebtedness by the individuals largely
responsible for the initial extension of credit by the banks
to Mr. Sasser again focuses attention on the influential
role these individuals played in the financing of the
campaign-—-and the role that other individuals similarly
situated could play in future campaigns for other candidates.
It does not seem sufficient, however, to warrant the con-
clusion that the loans were made outside the ordinary
course of business. Drawing such an inference would suggest
that the words of the statute bar bank officials responsible
for loans to candidates from also exercising any right to
aid the campaign outside the business connection. Whatever
the merits or acceptability of such a rule might be, the
present words of the statute do not seem sufficient as a
basis for such a conclusion.

3. Reporting of the loans.

As noted above, reporting of the loans seems inconsistent

with the dictates of the Act. The provisions of the Act




i)

- 32 -

which make that clear, however, were newly enacted at the
time these loans were initiated. Moreover, the responsible
officials of the campaign sought and received advice from
the Commission staff that the loans need not be reported
until the funds were actually put into the campaign.

4. Other factors influencing the question of whether

the Commission should take action against
Mr. Sasser

If the Commission were to conclude that there was
sufficient evidence to warrant a finding of reasonable
cause to believe that the Act has been violated, other
factors warrant consideration in the Commission's decision
of whether or not action should be taken against Senator
Sasser with regard to these matters. While a comphrehensive
reivew of all loan activity by all candidates will not be
possible for some time to come, preliminary reviews indicate
that the dictates of the statute, both with regard to the
obtaining and the reporting of loans, have caused much
confusion and many problems for candidates generally.
Banks loaned funds to many candidates, and such loans often
represented a substantial amount of the campaign's funds.
Moreover, many candidates have reported loans from themselves
of an order of magnitude comparable to that reported by
Mr. Sasser as coming from himself. Such loans in and of

themselves are not any indication that the original source
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for any particular candidate was other then the candidate's
own funds. The likelihood seems great however; that many
were, in fact, loans made against the candidate's personal
net worth since even wealthy candidates find it financially
more reasonable to borrow rather than liquidate assets.
As a comparative matter, reports filed by complainant
Sadler, one of Mr. Sasser's opponents, and preliminary
analysis of his records, made pursuant to 2 U.S.C.
§437g(a) (3) (A)), show Mr. Sadler as obtaining two bank
loans--one for $100,000 and one for $50,000--and show
that he put another $168,000 from "personal funds and
personal loans" into his campaign. While any analysis
of the propriety of individual loans must proceed on the
facts of the individual cases, the overall picture is such as
to suggest the conclusion that Mr. Sasser's loan activity
was not unique and, indeed, gquite possibly common.
Additionally, in Senator Sasser's case, he made public
the initial $25,000 United American bank loan on June 23,
1976, before the loan was reportable on his public reports.
And on July 30, 1976 after Mr. Sadler had publicly raised
questions about the financing of Mr. Sasser's campaign,
Mr. Sasser made public that he had obtained funds from
the loan from the Tracy City bank. While such publicity

at the instance of the candidate is no substitute for
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reporting, it does suggest that Mr. Sasser was not seeking
to prevent the truth about the loans from reaching the
electorate by not revealing on his reports the original
source of the funding.
IV CONCLUSION

For the foregoing reasons it is recommended that
the Commission determine (1) that there is insufficient
evidence to support a finding of reasonable cause to believe
that the loans were not in the ordinary course of business;
and, (2) that the respondent has demonstrated sufficient
reason why no action should be taken against him with
respect to the failure to correctly report the loans.

SASSER TRAVEL

I. ALLEGATIONS

The original complaint filed by Mr. Sadler alleged two
basic violations concerning the use of airplanes by the
Sasser campaign. The first allegation was that private
corporate planes were utilized by Sasser, his family and
staff without full reimbursement being paid to the
corporations, constituting in-kind contributions in
violation of 2 U.S.C. §441b. The second allegation was
that all such travel on private planes had not been fully
reported.
II. EVIDENCE

During his campaign Sasser flew on two types of

airplanes other than regularly scheduled commercial fli¢hts:
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(1) charter airline service planes and (2) privately owned
corporate planes operated for private purposes and not to
provide charter service.

The Federal Aviation Administration prescribes different
requirements for the use of these aircraft. Two of the
planes used by Sasser (those owned by Colemill Enterprises
and Aviation Services, Inc.) have certificates to operate
as commercial charter services and are thus required to
comply with 14 C.F.R. §135. The other four airplanes
(Pierce Ditching Co., Aviation Group Associates, J.T.

Dugger & Sons, and Campbell Aero Service) have FAA
certificates to operate as private planes only (not for
hire or compensation) and are subject to the requirements
of 14 C.F.R. §91. "Hire and compensation" is interpreted
by the FAA to mean any payment whatsoever, as little as
$1, and includes reimbursement of costs.

According to the Memorandum submitted to the Commission
on May 16, 1977, by Senator Sasser, planes from these six
companies (all of which are corporations except Campbell
Aero Service which was not incorporated at the time of
Sasser's rental of their plane) were used for the following
number of hours during the primary campaign at the following

rates (which vary tremendously):
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Colemill Enterprises (Part 135 aircraft)
Regular charter service.

Regular charter rate of approximately $100 per hour

AIS (Part 135 aircraft)

Has a certificate to operate as a charter service but
is used "almost exclusively" by ASI stockholders'
businesses at a reimbursement rate.

Sasser flew 21 hrs. at $35 per hr plus fuel.

Pierce Ditahing Co. (Part 91 aiccrafi)
Not ordinarily rented to outsiders.

Sasser had one flight for which he paid $98
plus $50 to the pilot. This is stated to
be reimbursement for costs.

Aviation Group Associates (Part 91 aircraft)
Corporation established to hold title to plane for
liability purposes. Others often use plane at
reimpursement rate.

Sasser flew 40 hrs at $65 per hr (which
includes fuel) plus $75 per day to the
pilot (one of two individuals).

J. T. Dugger (Part 91 aircraft)
Others often use plane at reimbursement rate.

Sasser flew 20 hrs at $40 plus fuel. A
$1,000 deposit was required prior to use of
the plane and the pilots (who were the same
as used with the AGA plane) were paid $75 per
day.

Campbell Aero Service (Part 91 aircraft)
Not incorporated at the time of Sasser's use.

Sasser used for two flights at $30 per hr
including the pilot's fee or $23 without the
pilot. (Sasser's Memorandum indicates that
the use was obviously far less than what
would be a permissible contribution since
this is not a corporation.)

The Commission had previously been supplied with bills

and receipts for much of the above travel. Comparison of
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bills to checks paid by the campaign and to reported
expenditures seems to tally. Although the information
concerning the amount of travel on these planes is based on
what the respondent has submitted to the Commission, there
is no indication that these amounts are not correct.
III. LEGAL ANALYSIS

Accepting as correct the amount of travel and the fees
paid submitted by Senator Sasser, the question remains whether
the amounts paicd for the travel were sufficient under the
statute so as to not constitute in-kind contributions by
the corporations involved.

The Commission's regulations, both those published
as proposed on May 26, 1976 and those finally adopted on
August 25, 1976, provide that a candidate must pay in
advance for the use of a corporate or labor organization-
owned airplane at either the first class airfare where
there is & firét £lass alrfare or at the usual charter
rate between the two cities Regulations §114.9(e). This
is consistent with the Commission's other regulations
concerning the use of other corporate facilities. Persons
other than employees or stockholders of a corporation and
members and officials of labor organizations who utilize
the facilities of a corporation or labor organization for

political purposes must pay the "usual and normal charge"
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for rental, and may not merely reimburse the corporation
or labor organization for the increased cost resulting
from the use of such facilities.

There is a conflict between FAA requlations concerning
the use of Part 91 private planes for hire or compensation
and the Commission's regulations which require the payment
of first class airfare or charter fare for the use of
private planes. Under FAA regulations, the owners of private
aircraft may not even be reimbursed for costs, and under
no circumstances may accept payment at more than cost for
the use of their planes, unless the plane has a certificate
to operate as a charter service and is in compliance with
Part 135 of FAA regqulations (which provides for much more
stringent regulatory standards). There are two limited
exceptions to this prohibition. Part 91 allows corporations
owning planes to make use of other business-owned planes on
a "time-sharing" basis when the use of the plane is for
a business purpose. (The FAA enforces the business-purpose
requirement rather strictly.) When aircraft are used on
this basis the owner of the plane may be reimbursed for costs.
This regqulatory exception was added solely to aid corporations
owning aircraft and is limited to specific instances complying

with the business-related requirements. The second exception
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is under a lease agreement. Such leases must fully relinquish

operational control or the FAA will look behind the lease to
sece whether it is really a sham lease arrangement. The
factors looked at by the FAA to determine if a lease is a
sham include: who has control over the destination? who is
paying the pilot? is the pilot the one ordinarily employed
by the corporation owning the plane? who is doing maintenance
on the plane? does the activity continue on a regular
basis, e.g., are there a series of short leases which
in reality are prohibited rentals? what is the length of
the lease? These factors are all considered in order to
determine who actually has control over the plane. If it
is determined that the owner has maintained control, then
the lease will be considered a sham and the owner is
prohibited from accepting even reimbursement of costs for
the use of the plane.

Prior to the use of the planes owned by ASI and
AGA, Sasser's attorney drew up "lease" agreements with
these two companies. However, various factors point
strongly to the conclusion that these might be invalid
leases under FAA regulations. First of all, concerning
ASI, that corporation has a certificate to operate as a
charter service. They are not, therefore, prohibited from
accepting the usual charter rate as required by the

Commission's regulations. Second, concerning AGA, the
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pilots used were used by other individuals flying on the
AGA plane and were often hired by AGA for its flights.
Moreover, during the period Sasser was using the plane,
the President of AGA, Aubrey Gregory, and many other
individuals and compaines continued to fly on the plane,
which seems to belie the fact that AGA relinquished
operational control over the aircraft. In addition,

except for the deposit paid to J. T. Dugger, Sasser

did not pay in advance as is also required by the Commission's

regulations. Therefore, the candidate clearly did
not comply with the Commission's proposed regulations
in that the amounts paid for airplane rental were
clearly less than required by §114.9(e).

The Commission's regulations were, of course, not
in effect at the time of these transactions. However,
the prohibition against corporate contribution under the
Act and the Commission's previous interpretations of this
provision in other areas concerning use of corporate
facilities clearly prohibit the use of corporate property
where reimbursement is merely at cost. Under these
circumstances the contribution is the difference between
cost and usual market value.

The explanation for the failure to comply with the
Commission's regulations was the conflict between these

regulations and those of the FAA. However, the only way




- 4] -

these companies could have complied with FAA regulations,
since the use of the plane for political purposes is not
a business purpose, was to have accepted no reimbursement
whatsoever. Therefore the explanation is somewhat
inconsistent since the solution did not protect the airplane
companies from violation of FAA regulations and it also
resulted in violation of 2 U.S.C. §441b.
Iv. CONCLUSION

Find reasonable cause to believe that Sasser accepted
corporate contributions prohibited by 2 U.S.C. §441lb, and
find reason to believe that Airplane Services, Inc.,
Pierce Ditching Co., Aviation Group Associates and J.T.
Dugger & Sons violated 2 U.S.C. §441b. 1In addition, the
Commission should refer Pierce Ditching Co., Aviation Group

Associates, J. T. Dugger & Sons and Campbell Aero Service

to the Federal Aviation Administration for possible violations

of FAA regulations concerning the use of private airplanes.

SUMMARY OF RECOMMENDATIONS

l. That the Commission find no reasonable cause to
believe that the respondent, James Sasser, accepted
$125,000 in loans in violation of 2 U.S.C. §441b.

2. That the Commission find that the respondent
demonstrated why no action should be taken against him

with respect to failure to correctly report the loans.



)

® ¢

— A2~

3. That the Commission find reasonable cause to
believe that the respondent, James Sasser, violated
2 U.S.C. §441b in connection with travel on corporate
airplanes.

4, That the Commission find reason to believe that
Airplane Services, Inc., Pierce Ditching Co., Aviation Group
Associates, and J. T. Dugger & Sons violated 2 U.S.C. §441b.

5. That the Commission refer Pierce Ditching Co.,
Aviation Group Associates, J. T. Dugger & Sons and Campbell
Aero Services, to the Federal Aviation Administration for
examination of possible violations of FAA regulations

concerning the use of private airplanes.

o C/Q/J7 k-/((/ﬂ’ /////

William C.
General Co nse




1325 K STRELT NW.
WASHINGTON D.C. 20403

CERIMETED! MATT,
RETURN RECEIPT REQUESTED

Mr. Frank A. Woods

President

United American Bank

200 Fourth Avenue, North
Nashville, Tennessee B3l C)

Re:

Dear Mr. Woods:

This letter is to notify you that the Federal
Election Commission has determined there is insufficient
evidence to find reasonable cause to believe that the
loans made by your bank to Senator James Sasser were
not in the ordinary course of business.
fore, determined to close the matter with respect to this

allegation.

FEDERAL ELECTION COMMISSION

MUR 216 (76)

Sincerely yours,

William C. Oldaker

General Counsel

It has,
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: FEDERAL ELECTION COMMISSION

1325 K SERUGT BN
AWASHING TON DU, 20464

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Ray G. Trussell

President

First National Bank of Tracy City
Tracy City, Tennessee 37387

Re: MUR 216(76)

Dear Mr. Trussell:

This letter is to notify you that the Federal
Election Commission has determined there is insufficient
evidence to find reasonable cause to belive that the
loans made by your bank to Senator James Sasser were
not in the ordinary course of business. It has, there-
fore, determined to close the matter with respect to
this allegation.

Sincerely yours,

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1329 K STREET N AW
WASHING FON D.C L 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. John T. Dugger, Jr.
President

J.7T. Dugger & Son, Inc.

2018 Ambrose Avenue
Nashville, Tennessee 37207

Re: MUR 216 (76)
Dear HMMr. Dugger:

This letter is to notify you that the Federal
Slection Commission has found reason to believe that
vour company has violated 2 U.S.C. §441b of the Federal
Election Campaign Act. Specifically, the Commission
beliceves that your provision of the use of your air-
plane at cost to Senator James Sasser during his
Tennessee primary campaign in 1976 constituted a
prohibited corporate contribution.

Under the Act, you have an opportunity to demon-~
strate that no action should be taken against you.
Please submit to the Commission within ten days any
materials which you deem relevant to its investigation
of this matter. Pursuant to 2 U.S.C. §437g(a) (3) (B)
notification or investigation of this matter will
remain confidential unless the Commission receives
your written consent.

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administration for
consideration of any possible violations within its
jurisdiction.

If you have any questions concerning this matter
please contact Ms. Lyn Oliphant of our staff on 202/
SR

4039.
Sincerely yours,
‘:*g? William C. Oldaker

General Counsel
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FEDERAL ELECTION COMMISSION

1325 N STREETINW.
WASHING TON, D.C . 20463

-ERTIFIED MALL
RETURN RECEIPT REQUESTED

Mr. I'red H. Whaley

Assistant Secretary &
Treasurer

Pierce Ditching Company

1901 East Center Street

Kingsport, Tennessee 37664

Re: IUR 216 (76)

Dear Mr. Whaley:

This letter is to notify you that the Federal
Election Commission has found reason to believe that
your company has violated 2 U.S.C. §441b of the Federal
Election Campaign Act. Specifically, the Commission
believes that your provision of the use of your air-
plane at cost to Senator James Sasser during his
Tennessee primary campaign in 1976 constituted a pro-
hibited corporate contribution.

Under the Act, you have an opportunity to demon-
state that no action should be taken against you.
Please submit to the Commission within ten days any
materials which you deem relevant to its investigation
of this matter. Pursuant to 2 U.S.C. §437g(a) (3) (B)
notification or investigation of this matter will
remain confidential unless the Commission receives
your written consent.

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administration for
consideration of any possible violations within its
Pantsdaction.

If you have any questions concerning this matter
ASE contact- ks, diyn Qlophaant 'of our stakE on 202/
_."O-

Sincerely vours,

William C. Oldaker
General Counsel
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FHDERAL ELECTION COMMISSION

e S S
AWASHING TON, D C L 20463

CERTIFIED MAIL
ROTURN RECEIPT REQESTED

Mo Ca s N E S DT U
Airplane Services, Inc.
c/o Franklin County Bank
Winchester, Tennessee

Re: MUR 216 (76)

Dear Mr. Spray:

This letter is to notify you that the Federal
hlection Commission has found reason to believe that
your company has violated 2 U.S.C. §441b of the Federal
Election Campaign Act. Specifically the Commission
belicves that your provision of the use of your air-
plane at cost to Senator James Sasser during his
Tennessee primary campaign in 1976 constituted a
prohibited corporate contribution.

Under the Act, you have an opportunity to demon-
state that no action should be taken against you. Please
submit to the Commission within ten days any materials
which you deem relevant to its investigation of this
matter. Pursuant to 2 U.S.C. §437g(a) (3) (B) notifica-
tion or investigation of this matter will remain confi-

dential unless the Commission receives your written
consent.

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administration for
consideration of any possible violations within its
JuEitsdiletaiont,

If you have any questions concerning this matter,
please contact Ms. Lyn Oliphant of our staff (202)523-
4039,

Sincerely yours,

) William C. Oldaker
;Qﬁﬁa} Genaral Counsel
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FEDERAL ELECTION COMMISSION

25 RS ERTE SN W
WASHINGTON DO 20463

CEREBILETED NI
RETURN RECEIPT REQUESTED

Mr. Aubrey Gregory

President Aviation Group Associates, Inc.
P.O. Box 491

Madison, Tennessee 37115

MUR 216 (76)

Dear Mr. Gregory:

This letter is to notify you that the Federal
Election Commission has found reason to believe that
your company has violated 2 U.S.C. §441b of the
Federal Election Campaign Act. Specifically, the
Commission believes that your provision of the use
of your airplane at cost to Senator James Sasser
during his Tennessee primary campaign in 1976 consti-
tuted a prohibited corporate contribution.

Under the Act, you have an opportunity to demon-
strate that no action should be taken against you.
Please submit to the Commission within ten days any
materials which you deem relevant to its investigation
of this matter. Pursuant to 2 U.S.C. §437g(a) (3) (B)
notification or investigation of this matter will remain

confidentiel unless the Commission receives your written
consent.

In addition, the Commission has decided to refer
this matter to the Federal Aviation Administraticn for
consideration of any possible violations within their
jurisdiction.

If you have any questions concerning this matter
please contact Ms. Lyn Oliphant of our staff on 202/
523-19089.

Sincerely yours,

e Wi iame G O dEsker
AN General Counsel
N T

B ]
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FEDERAL ELECTION COMMISSION

1325 K STREET NAW
WASHINGTON D C 20403

Mr. Neil ECisner

Assistant Chief Counsel

Regulations & Enforcement, Rm. 915 A
Federal Aviation Administration

800 Independence Avenue, S.W.
Washington, D.C.

Dear Mr. Eisner:

Information has come to the attention of the Federal
Election Commission which indicates possible violations
of regulations within your jurisdiction by the companies
listed below in connection with the lease of airplanes
to a federal candidate.

The companies listed below, each of which operates
a plane under Part 91 of 14 C.F.R., each leased a plane
to Senator James Sasser, accepting reimbursement of costs
for the use of the plane. Most of this activity occurred
during the Tennessee primary campaign from May through
August, 1976.

The Commission would like to advise you, however,
that its regulations which were in proposed form at the
time, pronibit federal candidates from using corporate
alrcraft unless they reimburse the corporation at either
the regular first class airfare or the usual charter rate.
These regulations appear to directly conflict with your
regulations concerning the use of such planes for hire and
compensation. As discussed in a meeting between you and
Charles N. Steele of our office, the Commission will be

considering revisions of these regulations in the near
future.

The companies involved are:
Pilerce Ditching Co.

1901 EZast Center Street
Kirgspoort, Tennessce 27664




fen

Aviation Group Associates, Inc.
P.0O. Box 491
Madison, Tennessee 37115

J.T. bugger & Son
3018 Ambrose Avenue
Nashville, Tennessee 37207

Campbell's Aero Service
Island Airport

P.0O. Box 909

Knoxville, Tennessee 37901

If you would like more details concerning this matter
or if we can be of any further assistance, please contact
Ms. Lyn Oliphant of my staff on 523-4039.

In view of the fact that the Commission has discovered
this information in the context of an enforcement proceeding
we refer you to 2 U.S.C. §437g(a) (3) (B) which prohibits
the making public of any notification or investigation with-
out the written consent of the respondent.

Sincerely yours,

William C. Oldaker
General Counsel




FEDERAL ELECTION COMMISSION

1525 b STRELE N
WASHING TON, DU 20403

CERTIFIED MAIL
Ri;TURN RECEIPT REQUESTED

Michael A. Nemeroff, Esquire
Sidley & Austin

1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Re: MUR 216 (76)
Dear Mr. Nemeroff:

This letter is sent to you in your capacity as attorney
for Senator James R. Sasser in the above-referenced matter.

On June 8, 1977, the Commission considered the report
of the General Counsel on the questions of loans cbtained
by Senator Sasser and private aircraft used for travel
during the Tennessee primary campaign.

The Commission determined there is insufficient
evidence to establish reasonable cause to believe that the
$125,000 in loans obtained by the Senator were made outside
the ordinary course of business. Concerning the reporting
of such loans, the Commission found that, although the loans
were ilncorrectly reported, Senator Sasser demonstrated that
no action should be taken against him, in that best efforts
were made to comply with the reporting reguirements of the
Act. However, the Commission requests that amended reports
be filed reflecting the original sources of the loans.

With respect to the use of private airplanes during the
primary campaign, the Commission found reasonable cause to
believe that Senator Sasser accepted corporate contributions
in violation of 2 U.S.C. §441b, in that an amount of money
not exceeding cost was paid in rental of airplanes owned
by corporations.

The Commission has a duty to correct such violations
for a period of 30 days by informal methods of conference,
conciliation and persuasion and to enter into a conciliation
agreement. 2 U.S.C. §437g(a) (5)(A).
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For your information the Commission has found rcason to
believe that 2 U.S.C. §441b was violated by Airplanc Services
Inc., Pierce Ditching Co., Aviation Group Associates and
J.T. Dugger & Sons. We remind you that 2 U.S.C. §437g(a; (3)
(B) prohibits the making public of any notification or
investigation by the Commission.

The Commission reconsidered your request of May 20, 1977,
to respond in writing to the report of the General Counsel
and to make an oral presentation before the Commission
concerning these matters, and determined that it would not
vary from its ordinary procedures in this case.

In order that this matter may be resolved through
conciliation, please contact Charles N. Steele at your
earliest convenience.

Sincerely yours,

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON,D.C. 20463

MEMORANDUM TO: THE COMMISSION q
/-
FROM: WILLIAM C. OLDAKE “ QJ .
CHARLES ¥. STEELE |" )47
SUBJECT: Reconsideration of thé /Attached

Request from Michael Nemeroff,
Attorney for Senator James Sasser
MUR 216 (76)

On May 26, 1977, the Commission voted to withold
making a decision on the attached request of Mr. Nemeroff
to make an additional written and oral presentation to
the Commission in the above-referenced matter.

It is the opinion of the General Counsel that the
presentations to the Commission already made by the
respondent in this matter, particularly the two memoranda
prepared by Mr. Nemeroff, are sufficient to support the
recommendation of the General Counsel's report. It is,
therefore, recommended that the Commission deny the
attached request and not vary from its ordinary pro-
cedures, if the recommendations of the General Counsel's
report are accepted.

ATTACHMENTS
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The Honorable Vernon V. Thomson
Chalrmnan
Fedevral Election Commission
S ler 9 Siaheiate o IR D
Washington, D.C.
Dear Chairman Thomson:
We are counsel to Senator James R. Sassed in
the Copmission's investidatioh provseding, HUR 216(78).
e have responded to the staff's request for information
”e_ltl“O to cextaln bank loans madoe to Senator Sassor i
and concerning chartered airplane travel during the i
Senator's 1976 primary election campaign. We undarstand
that thel staff sl of rthae view Ehabt Tk now ltas  sufficient
information to report to the Commission conca2rning the
matters under investigation.
Pursuant to Parts 111.6 and 111.7 of the Com-—
mission's regulations, the Commission may decide either
to dismiss the investigation or to seck conciliation.
although we cowcoﬂ: e neilana e qit e s e e et i ims i oy
ecided by & Commission decision to s=2:k conciliation,
we beliecve that this is an important juncturze in this :
proceeding and that Ssnator Sasscr and the other parties H
involved will be significantly affected 1f the Commission =
fails to dismiss this prosceding. !
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templated by the Commission's regulations. Ve believe,
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we bealieve that the issues raised by this investigation are
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 216 (76)

James R. Sasser

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Commission,
do hereby certify that on May 26, 1977, the Commission determined by
a vote of 6-0 to acknowledge receipt of a letter from the attorney
of the respondent in the above-captioned matter and to advise the
respondent that the Commission has taken the request for an oral
presentation to the Commission under advisement until such time
as it has had an opportunity to review the record in this case, after
which the Commission will determine if a further written response or

oral presentation will aid it in its deliberations.

g 2 éwwu/

arjorie W. Emmons
Secretary to the Commission




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON, D.C. 20463

May 24, 1977
MEMORANDUM TO: THE COMMISSION )

FROM: WILLIAM C. OLDAKER
CHARLES N. STEELE

SUBJECT: MUR 216 (76)

The attached letter from Michael Nemeroff, attorney for
James Sasser in the above-referenced matter, requests an
opportunity to respond in writing to the General Counsel's
recommendation for the resolution of this case and an oppor-
tunity to be present at the Commission meeting when the matter
is discussed.

The final submission was received from the respondent
on May 10, 1977, and it is anticipated that the General Counsel's
recommendation will be before the Commission next week.

It is the opinion of the General Counsel that the
Commission is not required to provide a hearing in what is
essentially a non-adversary proceeding. Before May 11, 1976,
the statute provided for such a mechanism but this provision
was replaced in the 1976 amendments with 2 U.S.C. §437g(a) (4)
which allows a respondent a reasonable opportunity to demon-
strate that no action should be taken. On the other hand,
if the Commission feels that an oral presentation by a party
to a case would aid it in its delibertions in a case such as
this which raises complex and important legal gquestions, it
would seem that it is clearly within its authority. See
2 U.S.C. §437d(a) (10). Similarly, while nothing bars the
making available of the advice given to the Commission by
the General Counsel to allow a respondent a chance for rebuttal,
the present statutory scheme does not seem to envisage it as the
ordinary method for proceeding.

I would recommend that the Commission postpone any decision

on respondent's request until it has considered the record in
this case, sending the attached acknowledgment letter.
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FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Michael A. Nemeroff

Sidley & Austin
1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Re: MUR 216

\f‘
r~ Dear Mr. Nemeroff:

Le This is to acknowledge receipt of your letter of

May 20, 1977, requesting the right to respond in writing
to the General Counsel's recommendation to the Commission
in the above-referenced matter and the right to make an
oral presentation to the Commission.

The Commission has taken your request under advise-
ment until such time a&s it has had an opportunity to
review the record in this case. At that time your request
will be reconsidered and the Commission will determine

& if a further written r=z=ponse or oral presentation will
io

aid 1t in its delibera=ions.

Sincerely yours,
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Michael A. Nemeroff
Sidley & Austin
1730 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
Re: MUR 216

Dear Mr. Nemeroff:

™.

_ This 1s to acknowledge receipt of your letter of May 20,

L 1977, requesting the right to respond in writing to the General !
Counszl's recommendation to the Commission in the above-refer- i
encad matter and the right to make an oral presentation to
the Commission.

Tha Commission has taken your request under advisement |

- until such time as it has had an opportunity to review the f
recoxd in this case. At that time your request will be ;

- reconsiderced and the Commission will determine if a further |
written response or oral presentation will aid it in its !
deliberations. i

{

¢ Sincerely yours, i

i
e

Thomas E. Harris
Chairman
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1730 PENNSYLVANIA AVENTE. N, W,
- WASIHINGTON. D. C. 20006

The Honorable Vernon W. Thomson
Chairman

Federal Election Commission
1325 K Street, N.W.

Washington, D.C.
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Founded in 1866 as
Williams & Thompson

May 20, 1977 L b

The Honorable Vernon W. Thomson
Chairman

Federal Election Commission
1325 K Street, N.W.

Washington, D.C.

Dear Chairman Thomson:

We are counsel to Senator James R. Sasser in
the Commission's investigation proceeding, MUR 216(76).
We have responded to the staff's request for information
relating to certain bank loans made to Senator Sasser
and concerning chartered airplane travel during the
Senator's 1976 primary election campaign. We understand
that the staff is of the view that it now has sufficient
information to report to the Commission concerning the
matters under investigation.

Pursuant to Parts 111.6 and 111.7 of the Com-
mission's regulations, the Commission may decide either
to dismiss the investigation or to seek conciliation.
Although we concede that no legal rights are finally
decided by a Commission decision to seek conciliation,
we believe that this is an important juncture in this
proceeding and that Senator Sasser and the other parties
involved will be significantly affected if the Commission
fails to dismiss this proceeding.

If the Commission decides that conciliation is
required, the parties to this investigation will be forced
to choose between opposing the Commission further or
reaching a conciliation agreement. Whichever course we
pursue, the results will be made public. Because of the
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The Honorable Vernon W. Thomson
May 20, 1977
Page Two

unwarranted publicity that this investigation received
during the election campaign, our decision with respect

to conciliation will undoubtedly receive wide press
coverage in Tennessee. If a conciliation agreement is
reached, we will, in effect, be forced to admit that
violations of the law have occurred. If no agreement is
reached, we will be placed in the position of publicly
opposing a Commission determination that a violation has
occurred. In either case, significant damage will be done
to the reputation of the Senator and other individuals

who are involved in this investigation. Of course, in

the post-Watergate era such matters are of vital importance
to the careers of public officials. As a result, we are
extremely concerned that in reaching its decision the
Commission have the full benefit of our views.

However, pursuant to the Commission's Compli-
ance Procedure Regulations, Part 111, the submission of
the staff's views, and the Commission's consideration of
the investigation, are made without further participation
by the party under investigation. Therefore, we are forced
to rely on the Commission's staff to accurately relate
our views of the facts and the law 1n presenting its recom-
mendations. While this procedure may be adequate in other
matters where the law is more settled, we believe that
resolution of the issues raised by this proceeding will be
best served by our further participation. We note that
neither the Commission's regulations nor a review of its
Advisory Opinions reveals that the issues relating to bank
loans raised in this investigation have ever been considered
in the past. Although the Commission has grappled with
the matter of chartered aircraft, we believe that it is
generally agreed that the Commission's policy in this area
requires substantial reconsideration.

In view of the state of the law, we believe
that the decision making process will be materially aided
if the Commission has the opportunity of hearing our views
directly. Accordingly, we request the right to respond in
writing to the written recommendations of the Commission's
staff, and we further request that we be permitted to be
present and have an opportunity to respond to the staff's
oral presentation of its recommendations to the Commission.
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The Honorable Vernon W. Thomson
May 20, 1977
Pagce Three

We recognize that these requests arc not con-
templated by the Commission's regulations. We believe,
however, that the Commission has authority to vary its
procedures for good cause. 2 U.S.C. §437d(a). Although
we are hesitant to request changes in established procedures,
we believe that the issues raised by this investigation are
sufficiently important to merit such action. Moreover,
because of the publicity that this investigation has already
received, we believe that the Commission's decision at this
juncture has special importance to the parties and, there-
fore, should receive special consideration.

If the Commission has any questions concerning

this request, please do not hesitate to contact us.

Sincerely,

Netiae Moo

Michael A. Nemcor

MAN:pv
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Williams & Thompson April 6, 1977

Charles Steele, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

You have asked two questions with respect to the
Commission's investigation of certain bank loans made to
Senator James R. Sasser; this letter responds to those ques-
tions.

In your first question you ask whether the Franklin
County Bank complied with the disclosure for demand loans
regulation found at 12 C.F.R. 226.815. This regulation re-
quires the bank to disclose,

". . . the due dates or periods of payments
of all scheduled interest payments for the
first one-half year. In such cases, the
creditor need not disclose the number,
amounts or total of payments or identify
any ballon payments. Effective May 1, 1970,
creditors shall disclose the fact that the
obligation is payable on demand." 12 C.F.R.
226.815(c) .

First, it is our position that the Franklin County Bank com-
plied with this regulation. The regulation only requires the
disclosure to the borrower of the due dates of scheduled in-
terest payments during the first one-half year of the loan.
Because both interest and principal were payable on demand,
there was no "scheduled interest payments" to be disclosed
under the regulation.
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Charles Steele, Esquire
April 6, 1977
Page Two

Although apparently not required by this requlation,
Senator Sasser was informed of the interest rate of his loan,
the annual finance charge, and the fact that the loan was a
demand loan. The first and third items were, of course, dis-
closed on the note signed by Senator Sasser. The annual fi-
nance charge was disclosed because Senator Sasser was asked
to escrow the first year's interest; this amount is equal to
the annual finance charge.

In addition, it is also our position that the regu-
lation you have cited does not apply to the Franklin County
Bank loan because that loan was in excess of $25,000. 12
C.F.R. 226.3(c) states that the regulations at issue do not
apply to "[clredit transactions . . . in which the amount fi-
nanced exceeds $25,000." Although we have discussed the possi-
bility that "credit transactions" include only the financing
of purchases and not demand loans, this does not appear to be
correct and, therefore, loans are included in this exemption.
While the regulations do not include a definition of the term
"credit transaction," the definition of "credit" clearly in-
cludes loans as well as the financing of purchases. 12 C.F.R.
226.2(g). Moreover, this interpretation was confirmed by
William G. Hrindac, Review Examiner, Division of Bank Supervision,
FDIC. Therefore, because the Franklin County Bank loan was in
excess of $25,000, it is clear that the regulation you have cited
does not apply.

In your second question, you ask whether the banks
have complied with 31 C.F.R. 103.33 which requires that:

"Each financial institution shall re-
tain either the original or a micro-film or
other copy or reproduction of each of the
following:

(a) A record of each extension of
credit in an amount in excess of $5,000,
except an extension of credit secured by
an interest in real property, which record
shall contain the name and address of the
person to whom the extension of credit is
made, the amount thereof, the nature or
purpose thereof, and the date thereof . .
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Charles Steele, Esquire
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First, it is unclear how this regulation is intended to apply

to the banks making the Sasser loans. The regulation does

not state whether each bank participating in a loan must com-
ply, or only the originating bank. My understanding is that
banks that participate in loans normally maintain the required
information and comply with the statement of purpose require-
ment by stating "participation." The Appendix to the regula-
tion permits the statement "passbook loan"” to comply with the
statement of purpose requirement for such loans, and this seems
analogous to participations of the type involved herein. It

is also my understanding that each of the banks involved in

the Sasser loans maintain a record containing Senator Sasser's
name and address, the amount of the credit, and the date of

its extension. Apparently, however, not all banks maintained
some notation of the purpose of the loan. Because an explicit
statement of the use to which loan funds will be put is not
required in all cases, it is unclear whether the banks in-
volved have complied with this regulation. However, the fact
that the Federal agencies charged with examining the banks that
made the Sasser loans did not report a violation, suggests that
the banks complied with this regulation.

As explained in my memorandum to the Commission on
March 1, 1977, there is no doubt that each of the bhanks extend-
ing credit was aware that the purpose of the loans was to
finance the Senator's campaign. Additionally, the Senator pub-
licly disclosed the existence of the loans and the identity of
the banks extending such credit before any complaint was filed
at the Commission. Therefore, it is clear that any omission
that occurred in connection with this regulation was inadvertent
and not part of an attemnt to conceal the loans. For this rea-
son, if an omission occurred, it is of little consequence and
should be disregarded by the Commission.

Sincerely,

Michael A. Nemeroff
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SIDLEY & AUSTIN

730 PENNSYLVANIA AVENIUE., N.w.

WASHINGTON. D. C. 20000
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!

Charles Steele, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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Mp . Michael Nemeroff f ) ?'??? F;
=% 3 - gy
s Ry v R e {
1 730 Pennswlvania Ave., N.W. i
Hasinegton, D.C. 20006 3

Dear Mr. Nemeroff:

This letter acknowledges receipt of vour letter of
o January 31, 1977, concerning MUR 216, filed against
JAMas. SaSsek.

Your pronosal to submit a factual statement concerning
the loan transactions by February 11, and your general
outline for proceeding to meet the Commission's reguests
on the loan cuestion is acceptable to us. Although it
is also agreeable to us that information concerning the
unresolved travel allegations be submitted after the
matevials on the loans, we must caution vou that any
presentation of this matter hefore the Commission will
have to address both the loan and travel issues. ;
- Accordingly, there should be no substantial delav in acting i

on the travel question.

If vyou have any guestions, please do not hesitate to
collitactitthils oSt cer

Sincerely vours,

e
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January 31, 1977

Mr. Charles N. Steele
Assoclate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

We are counsel to Senator James R. Sasser in
the Commission's investigation of the Complaint filed by
Harry Sadler on August 3, 1976. We ask that all corre-
spondence or other inguiries in this matter be directed
to the undersigned. Because we have only recently been
asked to represent Senator Sasser, we will need a short
amount of time to fully apprise ourselves of the facts.
We do not expect, however, that an undue delay of the
Commission's investigation will result.

In accordance with our telephone conversation
today, we will prepare a comprehensive factual statement
describing the loans made to Senator Sasser, the transfer
of funds from such loans to the campaign committee, and
the repayment of such loans. Full documentation will be
supplied with our statement. After you have reviewed our
factual statement we would like an opportunity to resolve
any questions that remain so that we can arrive at an
agreed statement of facts. At that point, we will provide
a second statement detailing our view of the legal issues
concerning the bank loans raised by the Commission's
"reason to believe" letter dated September 22, 1976. As
we discussed, we would like to suspend further investiga-
tion of the other matters raised in the September 22 letter
until all materials concerning the bank loans are submitted.
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Mr. Charles N. Steele
January 31, 1977
Page Two

We hope to submit our factual statement for your
review by Friday, February 11, although a short additional
extension of time may be necessary. I hope that this pro-
cedure is acceptable. 1In the absence of any response, I
will assume that you have agreed to my proposal.

| Sincerely,
| . ,A%Zécdﬁzaﬂ£7
Michael A. Nemeroff

MAN : pd
HER Senator James R. Sasser
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Mr. Charles N. Steele
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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January 31, 1977

Michael A. Nemeroff, Bsquire

Sidley § Austin
1730 Pennsylvania Avenue, N. W,

Washington, D. C. 20006
Dear Mr. Nemeroff:

Enclosed please find Frank A. Woods' Affidavit
of August 23, 1976, which you requested during our
conversation this morning.

I will be expecting to hear from you shortly
on time arrangements for this case.

Sincerely yours,

Charles N. Steele
Associate General Counsel

Enclosure

CNSteele/pb: 1/31/77
cc: Litigation Section

CS
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GEORGE £ BARRETT - 1 LAW OFFICES

ROBERT S. BRAND1 I ON THE NINTH FLOOR OF THE
LIONEL R BARRLTT, JR. THIRD NATIONAL BANK BUILDING
JAMES R, KNIFFEN January 25, 1977 NASHVILLE, TENNESSEE 37219

CHARLES R. RAY TELEPHONE 615244+2202

Mr. Charles Steele

Federal Election Commission

1325 K Street, N. W. 7“;(
Washington, D. C. 20463

S

288
re: MUR 216

Dear Mr. Steele:

This letter will act as a confirmation of our conference on
January 18, 1977 in your office. You recall that Mr. Paul Alagia,
a lawyer, accompanied me and Ms. Oliphant of your staff was in the
meeting. The purpose of the meeting was for me to deliver to you,
as previously promised, information concerning the campaign travel
schedules of Mr. Sasser. That schedule consisted of the expenditure,
the day of the expenditure, the manner in which it was paid and the
date it was reported to the Federal Election Commission as required
by the law.

In addition thereto I presented to you a letter under the
date of the 14th of January, 1977 signed by Mr. Gary Blackburn,
Treasurer of the campaign,which states how the travel was reported.

We delivered this information to you subject to the under-
standing that if it was not adequate that your office would communi-
cate with us, and tell us how the information was not sufficient.

In addition thereto, you were to point out the specific instances
in which you thought that there may be travel not reported or what
was unexplained in the various reports required by the F.E.C.

After concluding the conversation on travel, we again entered
into the discussion of the loan. It is our position and has been
that such was a loan in an ordinary course of business and is there-
fore not a contribution within the meaning of Section 431. We relied
specifically on Section 431(5) (G) which states that a loan is not a
contribution if it is:

"A loan of money by a national or state bank
made in accordance with the applicable banking
laws and regulations and in the ordinary course
of business . . ."
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Mr. Charles Steele
January 25, 1977
Page Two.

There is no question that the loan was reported in accordance with
the requiremei ts of §431. Our disagreement is whether or not this
is "a loan mace in accordance with applicable banking laws and regu-
lations and :in the ordinary course of business". It is our position
that when Congress adopted that statutory section that the meaning
of "ordinary course of business" would be different in each of the
435 districts represented by the Congress. At first you were talk-
ing about the need for some uniformity in the application of this
statute, but after our conference with the general counsel at which
you were present, it would appear that he is leaning towards our
interpretation of §(G), that is, that applicable banking laws and
regulations in the ordinary course of business may differ in various
sections of the country. You should bear in mind that at the time
Mr. Sasser made his loan that there were no regulations promulgated

by the Federal Election Commission as to the meaning of this statutory

section.

We requested that you be specific and in what manner you
did not think the loan was made under applicable banking laws or
regulations in the ordinary course of business. To this date you
have not been specific as to how you think this loan violated that
section. You have merely stated that, if the documentation we have

provided you was all that was provided then such would not be adequate.

We again call upon you to be very explicit on how you think
this loan was not made under the applicable banking laws and regula-
tions in the ordinary course of business. In the absence of such
specificity, we think, that to say that such loan is in violation of
applicable banking laws and regulations not in an ordinary course
of business would violate, at a minimum, the due process clause of
the Fifth and Fourteenth Amendments to the Constitution of the United
States. It is our position that the Federal Election Commission has
an affirmative duty to state to a candidate, or his committee, what
specific banking laws and regulations are violated in making the loan
and how that loan is not in the ordinary course of business.

We again reiterate an offer to provide you with anything
reasonable that you request that we have in our possession or that
we may come into possession of. Perhaps the simple thing may be to
inundate you with affidavits of bank presidents, after they have
examined the loan portfolio of this loan, to attest to the fact that
such loan is made in accordance with applicable banking rules and
regulations in the ordinary course of business. I offer this, not
to be facetious, but in an endeavor to prove to you that the loan
was one made in an ordinary course of business. If you desire
affidavits from various bank officials in the state of Tennessee,
as to the ordinary course of business after examining this loan
portfolio, please advise and we will attempt to provide you with
such affidavits.
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Mr. Charles Steele

January 25, 1977
Page Three.

In addition to the offer above to provide affidavits, if such
are necessary, it would appear that it may be reasonable to seek to
determine what Congress meant in adopting the statutory section deal-
ing with the banking regulations in the ordinary course of business.
Pursuant to that I have started research on that guestion and am
attempting to determine the legislative history of that particular
section. At the conclusion of this research I will be glad to pro-
vide you with a Memorandum of Authorities if such will be helpful
in resolving this question.

As I told you at our meeting, this case should be treated no
differently than any other. The fact tha* the Chairman apparently
leaked the information regarding this investigation to the embarrass-
ment of Mr. Sasser should not mean that the Commission should either
expedite or prolong this case. It has obviously been prolonged due
to the necessity of an investigation of the source of the leak.
Since that appears to have been resolved, it now is reasonable to
request that this case be disposed of expeditiously. I must state
my emphatic disagreement with the General Counsel's statement, in
our meeting, that the question of the leak and the question of the
investigation of the complaint are separate matters. I do not view
them as such but view them as a whole. It appears to me that be-
cause of the leak it may lend some credence to the argument that
the Commission must now find some merit in this investigation re-
gardless of what the laws or facts are to save it further embarrass-
ment.

Because of the uniqueness of the guestion and the serious-
ness of the allegations that the Commission may find cause to be-
lieve that the loan was not exempt and was therefore a contribution
from the bank, I made two requests of you. The first request is
that I be present when the facts of this case are presented to the
Commission so that I may hear the presentation of these facts and
discern for myself whether or not that factual presentation is
accurate. Secondly, that following the factual presentation that
I be allowed to appear before the Commission to address myself to
this problem and answer any question that the Commission may have.
It would appear to me that these are indeed small requests in view
of the publicity and circumstances surrounding this complaint.

Looking forward to hearing from you in regards to these
matters, I am

Very truly yours,
BARRETT, BRANDT)& BARRETT, P. C.
A o
e 2R gS—

=
St / -
// 3

George E. %afrett
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LIONEL R. BARRETT, JR THIRD NATIONAL BANK BUILDING , L-‘z_'
JAMES R. KNIFFEN NASHVILLE, TENNESSEE 37219
CHARLES R. RAY TELEPHONE 6152442202
January 14, 1977

General Counsel

Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

re: MUR 216 (76)

Dear Sir:

Please consider this as a request for an appointment with
you to discuss the remaining matters in the above-styled case dur-
ing the week of January 17, 1977. I will be in Washington, arriving
on January 17, and will call your office on the morning of the 18th
for an appointment either on January 18th or 19th.

I spoke to Mr. Charles Steele of your staff today and
asked him to inquire informally as to when an appropriate time would

be for me to seek an appointment with you on Tuesday or Wednesday of
the week of January 17, 1977.

Thanking you for your courtesy in this matter, I am
Very truly yours,

SARRETY, BRANDT @ BARRETT, P. C.
Z/f T

7 3 . '

/ . ,"/ : = </)
George E. ‘Barrett

GEB/lc /

cc: Mr. Charles Steele
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CHARLES R, RAY TELEPHONE 615024422202

Mr. Charles Steele

Federal Election Commission
1325 K Street, N. W.
Washinagton, D. C. 20463

re: MUR 216 (76)

Dear Mr. Steele:

This will confirm our telephone conversation of this date
regarding the above styled matter. It seems that we may have a
very basic disagreement as to how bank loans are handled by country
banks in Tennessee. We have, I thought, consistently submitted
everything you have asked us for in regards to the loan matter.
Each time we submit something to you you come back with a request
for something else. It appears to me that we are unable to satisfy
your requests for information. I thought that Ms. Oliphant's request
yesterday for information as to where the loan went from the First
National Bank of Tracy City to Mr. Sasser's personal account was
rather rediculous. Regardless of that, I will bring with me to
Washington next week the necessary proof of the transmission of
the money from the Banks to Mr. Sasser's personal account.

I have suggested that you get out all your records on the
bank transaction and have them available. I would like to have an
appointment with you either Tuesday or Wednesday to discuss such
and see if we do have disagreements as to the factual situation or
wehther we have reduced this to legal questions that will have to
be resolved. I must insist that this was a loan and a loan in the
ordinary course of business. The criteria for determining that will
not be what the Federal Election Commission determines in Washington
but what the business transactions are in Nashville and in Tennessee
as sanctioned by the Federal Reserve and State Regulations of Banks
in Tennessee.

I apologize for the delay in providing you the material in
regard to the travel. But due to the illness of the bookkeeper, the
holidays, etc. we have been rather slow in securing that information.
I am advised that it will be ready for me to take to Washington when
I leave on Monday and I will be in a position to present it to you
on Tuesday or Wednesday.




Mr. Charles Steele
January 14, 1977
Page Two.

I again repeat my desire to conclude this investigation.
It has gone on far too long to reflect favorably on the Federal
Election Commission. One of the problems has been the report by the
General Counsel of the Commission in regards to your Chairman and
Mr. Sasser's complaint. Needless to say this has eroded my confi-
dence and the confidence of others in the conduct of the Commissioner
in regards to this case. 1In view of that I have requested that you
ask the general counsel for an appointment while I am in Washington
sc we may discuss this matter. I see nothing wrong with asking for
an appointment to appear before the entire commission, excluding the
Chairman for obvious reasons, to conclude this investigation.

I will call you on Tuesday morning and make a definite
appointment with you either on Tuesday or Wednesday. Thanking you,
I am

Very truly yours,

BARRETT, BRANDT & -BARREIT, P. C.

{ “ e

/. (s,
\,'-’r ( '(/f ( \'.

\ v ( \
7 \\ 3 '/ NJ
George E. Barftett

GEB/1c



BARRET T, BRANDT & BARRETT, PC.

GEQRGE £ BARR{ ) LAW OFFICTS
ROBERT ~ ON THE NINTH FLOOR OF THE
LIONEL R THIRD NATIONAL BANK BUILDING
JAMES B ANIrbe s NASHVILLE, TENNESSEE 37219

RUES B oo VELEPHONE 61324402202
Seliis ity January 14, 1977 ; ’

General Counsel

Federal Election Commission
L3265 Sitrneet, " No W
Washington, D. C. 20463

re: MUR 216 (76)
Dear Sir:

Please consider this as a request for an appointment with
you to discuss the remaining matters in the above-styled case dur-
ing the week of January 17, 1977. I will be in Washington, arriving
on January 17, and will call your office on the morning of the 18th
for an appointment either on January 18th or 19th.

I spoke to Mr. Charles Steele of your staff today and
asked him to ingquire informally as to when an appropriate time would
be for me to seek an appointment with you on Tuesday or Wednesday of
the week of January 17, 1977.

Thanking you for your courtesy in this matter, I am
Very truly yours,
BARRETT, BRAgDT/&_BABRETT, 12525
//-;'/7//2 ./ "/-/v /,_
AR
George E. ‘Barrett
GEB/1c /

cc: Mr. Charles Steele
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14 January 1977 |

Counselor's Office
Federal Election Commission
Washington, D.C.

To Whom it May Concern:

Attached hereto are summaries of all expenses in-
curred as a result of the campaign-related travel of Jim
and Mary Sasser. In the columns following the payee I
have listed the date of payment and the dates upon which
these payments were reported. In utilizing this informa-
tion, you should be aware of the following:

a) Most if not all of the information contained in these
summaries has already been furnished you in the form of
copies of receipts;

b) The travel itineraries previously furnished are
raw and often were not adhered to;

c) All travel expenses were either invoiced from the
air services or charged. Thus, the payment dates reflect
the dates upon which we received the bills and had funds
available to pay them;

d) The Committee did nok obtain its own credit cards,
but paid the expenses incurred on the candidate's and his
wife's cards. Senator Sasser used American Express, ExXxon
and Gulf; Mrs. Sasser used Master Charge almost exclusively.
Field Representatives traveled at their own expense and
were reimbursed. Personal aides' expenses are usually
included in the Senator's and Mrs. Sasser's charges.

e) Master Charge does not send tickets with its state-
ments. We have therefore circled the committee paid amounts.

I have also enclosed a copy of the form used by the
Nashville City Bank, reflecting a wire deposit of $100,000.00
from the Tracy City Bank on July 12, 1976. Lynn Olliphant
told me that the Commission staff desired this information.




4,

with respect to travel.
or clarified, you can reach me in Nashville at 615/256-9999.

WGB:jt

Page 2 of 2

We believe that we have furnished everything now
If you need something explained

Yofrs very truly,

Blackburn
rer, Sasser for
e Committee
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EXPENSE DATE
OR STMT. DATE

3/16
3/26
3/26
Si02

6/10

i L3

8/11
9/13

10/13
1611

12/10
=

9£18-30

10/10-14

10/16-29

DESCRIPTION

American Ai
Memphis & T

- American Al

Memphis § r

Holiday Inn
Memphis

Holiday Inn
Knoxville

Attached
Attached
Attached
Attached
Attached

Attached

Airplane le

Airplane le

Airplane le

TRAVEL

rlines
eturn

rlines
eturn

ase

ase

ase

EXPENSES - Mrs.

MARCH -

NOVEMBER

AMOUNT

66.

66.

L.

49.

106.

s

e}
ol

.80

5 7S

o ol

James IR,

1976

HOW PATD

Master
Charge

1K

American
Express

1

Master
Charge
"

Airplane
Services

PAGE 1 of 1

Sasser

DATE
PATD

6/18

6/18

5724

6/18

7/7
.

9/3

LALS
10y%
11/24
12/ 23

10/21

19/ 28
11/L2

DATE
REPORTED

6/30

67349

6/30

6/30

7
9/30

97 &R
EGVAE G
2 /5) P
1% /22
12/31

gl S 0

11/ 22

N A

11/22
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ANOOODOWOON DD DO T T T TG NNCT ON WHICH FINANGE CHASGES ARE CALGULATED
- (CENTAGE RATES
PURCHASES CASH ADVANCE TOTAL
18% 485, €3 « 00 485,68
i EINANCE IHARGE  FINANCE CHARGE
LANCES  0273% DALY 10% [ 6,54 «00 6.9%

PLEASE SEND

40.00 D-\ST DUE ALCNG HITH CURRENT PAYMENT

;‘Z?L‘“T'“O" :5‘:;;;:‘:5 DESCR PTiON OF TRANSACTION . AMOUNT
2423 7613964428ALLEGH-NY AIRLINES ¥ 34,00
0425761395213LSTLCKEYS CAMDEN TN V 10.23
050%7614012420RED ACE GAS v NASHVILLE ™ 10.)9
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03177616011772“O%IL SER HARDING PL NASH TNV 8.0C
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' |
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i
i
i |
i
1

AMQUNT OF
CHARGES
15604
,‘ssyir”**ﬁ“j ”—*“-jr¢“>
ol e et )

New Batance

654.456

i o o o e

'Ez:aa INQUIRIES TO-

master charge p.0.BOX 2850 NASHVILLE, TENN. 37219

Notice: See Reverse Side And Any Accompanying Statement({s) For Importanl Information.

For Intormation Concerning Your Master Charge Account Call 1—61&748-2149
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PERICOIC RATES ANNUAL PERCENTAGE RATES
PURCHASES CASH ADVANCE TOTAL
PURCHASES 0452% DALY 1a% 543,35 00 543,36
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8. 84

8.8,0
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i
i
'
1

i
i
i
t
l
1
!
l
\
1
'
|
|

1
i
|
+

5 &=l
YPENEACCOUNT | PRLZYVICHSRALANCGE |

—
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EXPENSE DATE
GR STME - DANTE

2403

4/1

4/11

4/12

4/13

4/21

5/4

6/7
6/9
l6/Zl
6/21

6/24

TR&L BXPENSES v JAMES K. ‘1\,1{

FEBRUARY

DESCRIPI1O0ON

Sheraton Hotel
Chattanooga

Camara Inn

Kingsport

Camara Inn
Johnson City

Ramada Inn
Jackson

Georgia Anna Motel
Jackson

Holiday Tnn
Harriman

Hillcrest Motcl
McMinnville

Southland Motor Lodge
Selmer

Holiday Inn
Jackson

Camara Inn
Tri Cities

Georgia Anna Motel
Jackson

Copper Cellar
Knoxville

Cultra Inn
Union City

Hyatt Regency
Knoxville

Airport Travel Lodge
Memphis

Shearton Inn
Memphis

Admiral Benbow
Memphis

Hyatt Regency
Knoxville

Hyatt Regency
Memphis

Ramada Inn
Knoxville

Holiday Inn
Dickson

Econo Motor Hotel
Jackson

Quality Inn
Knoxville

- AUGUST

2195

116.

13.

210,

20

11.

18

30.

S

54.

18.

95 .

19.

81.

S

14.

44 .

18.

1976

.14

(3]
(921

.00

87

T2

.42

51

80

74

45

52

87

40

HQMW, T RAED
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"

Master
Charge

American
Express

"

(4]

DATE
PATD

477

4/7

4/7

d4'p

5/14

5/14

6/18

6/18

5 /44

6/18

6/18

6/18

6/18

6/18

8/18

8/18

8/18

8/18

8/18

8/18

8/18

8/18

8/18

6/30

6/30
6/30
6/30
6/30
6/30
6/30
6/30
6/30
65y
AR
8/25
8/25
8/25

8/25

8/ 2Zh

8/25



EXPENSE DATE

OR STMT.DATE

6/28

7/1

7/8

13

7/14

AL L2

LS

{38

4/20

G420

6/21

6/23%

TLEL

7/26

8/24

4/25

4/27

5/4

5/19

6/9

6/10

6/12

6/14

e .

DESCRIPTION

HHoliday Inn
Grecneville

[Toliday Inn
Knoxville

Pete § Sams
Memphis

Avalon Motor Court
Paris

Shearton Inn
Memphis

Quality Inn
Knoxville

Holiday Inn
Harriman

Quality Inn
Knoxville

Gasoline for auto

" " 1"

American Airlines
to Memphis

American Airlines

to Washington § return

Southern Airlines

to Knoxville § return

Allegheny Airlines
to Memphis § return

Southern Airlines
to Knoxville

American Airlines

Knoxville to Memphis

American Airlines

Memphis to Nashville

Allegheny Airlines

Memphis to Nashville

AMOUNT

44.

44

21.

16

SZ.

208

L e,

80

224.

148

58.

24.

Z).

130

TE .

70

40

48.

35

35

S9

.00

19

.96

11

15

.60

63

a4 29

58

.00

80

.00

.00

00

.00

11

00

.00

.00

HOW PAID

SIS G

" Tt

America
Express

1"

(4]

Gulf O1i1l

American
Express

Exxon
Exxon
Exxon
Gulf Oil
Exxon
Gulf 0il

Gulf Oil

American
Express

"

"

17

DATE
PAID
9/17
9/17
8/18
9/30
8/18
9/30

9/17

9/30

4/30
6/18
/7

P
8/17
9/17
9/17

6/18
6/18
6/18
8/18
8/18
8/18
8/18

8/18

DATE
REPORTED
9/30
9/30

8/25

/38

ez
S~
&N
(53]

9/30

9/30

9/30

6/30
6/30
7121
7/21
8/25
9/30
9/30

8425

8/25

8/25

8/25



EXPENSE DATE
OR STMT. DATE

6/24-7/10

L =420

7[5 /35

T/Ad=T1 34

7/18

TEB 8
T/ 30
7/31
a7 b
7/21
8/20
9/20

6/8
/2
27 21

6/1

6/7

6/2%1
6/25
7/2

7/12
7/19
Ty &0
7/30
9/20

®--

DESCRIPTION

Airplane

Airplane

Airplane
Airplane
Alrplane

Airplane

Airplane

Airplane

Airplane

Airplane

Airplane
Airplane
Airplane
Airplanc
Airplane
Airplane

Airplane

charter

lease

charter
charter
charter

LLease

Lease

lease

lcase

lease

lease
charter
charter
charter
fuel
fuel

fuel

Pilot services

(X}

"

1Al

Pilot Services

Pilot Services
& expenses

AMOUNT

$8.

1,810,

D5
800.

390

262.

1,114.

104.

804

104,

786 .
800.
488 .

104.

200

150.
150.
.00
.00
.00
TS0

300
150
400

420

50

00

00

.00

00

06

00

.00

00

.78
.02
LSt
.00
.00
.00
.00

130
.00

00

00

00

.00

1 4 4 6 '4Il)

HOW PALD

Campbell Asro Ser.

Aviation Group
Associates

Hiteiice - inltchineSCo:
Collemi L Bnterprises
Colemill

Enterprises

Aviation Group
Associatces

Airplane Services

Aviation Group
Assoclates

Dugger § Sons

Aviation Group
Associates

Airplane Seryvices
Colemill Enterprises
Colemill Enterprises
Campbell Acro Ser.
Lxxon credit card
Exxon credit card
Exxon credit card
Keith
Keith
Keith

Bandy
Bandy
Bandy

Hancock
Hancock
Hancock
Hancock
Hancock
Hancock
Hancock
Hancock
Hancock

Russ
Russ
Russ
Russ
Russ
Russ
Russ
Russ
Russ

Russ Hancock

DATE
PATID
4/7

6/30

10725
5/38
6f25

e

7/26
9/24

7/14

8/24

9/16
YA
8/2

8/31
B/17
9/30
9/30

6/8
7
7123

6/1
6/7
6/21
6/25
7/2
3
7/19
7/27
7/30

9/20

PACE 3 of 3

DATE
REPORTED

6/30

6/30

(@)} [@)} -

~ S~ S ~)
(3] S

£, (@3]

[

[§S)
o

Ui
L8

~J

8/25

9/30

Fif g
8/25

9/30
8/ 25
B/25
9/30
8125
9/30
9/30

G B
L
8/25

6/30
6/30
6/30
6/30
1/Z}
7y 23
7/21
8/25
8/25

9/30




EXPENSE DATE
OR STMT.DATE

8/28

8/29

9/3

9/6

9/8

9/12

9/14

9/16

9/22

9/23

9/24

9/26

0 At

10/4

10/6

10/7

10/10

W

10/15-16

/17 19

10/20-24

kil

11/6

11/8

T"/’EL EXPENSES - JAMES R.

“y :
AUGUST

DESCRIPTION

Admiral Benbow Inn
Memphis

Hyatt Regency

Washington, D. C.

Holiday Inn
Memphis

Spaghetti Store
Memphis

Holiday Inn
Dyersburg

Hilton Inn
Nashville

Sheraton Motor Inn
Memphis

Ridge Inn
Oak Ridge

Frassrand Terrace Motel

Winchester

Howard Johnson Motor Lodge

Knoxville

Sheraton Motor Inn
Chattanooga

Holiday Inn
Milan

Holiday Inn
Morristown

Holiday Inn
Mcmphis

Ramada Inn
Jackson

Pete & Sams
Memphis

Travelodge
Knoxville

Sheraton Motor Inn
Memphis

Camara Inn
Johnson City

Holiday Inn
Chattanooga

Sheraton Motor Inn
Memphis

Holiday Inn
Memphis

"Holiday Inn

Jackson

Hyatt Regency
Knoxville

OVEMBER
AMOUNT
=1,

244.
40.

12.

47

14.

39.

25.

Sl

61.

Sl

46.

25

28

13.

/I8

3195

236.

195

281.

116.

36.

40.

{5

(o))
[¥]

11

.97

03

76

20

80

.l

78

96

Ak

AU

47

80

68

24

.67

23

48

22

52

: S?'iFR

1976

HOW PAID

American
Express

1

Gulf 011
American
Express

Gulsh' 923

Amecrican
Express

"

"

T

13)

"

DATE
PAID
v/
EL7 L
10/6
11/1
10/6
11/1
I £
53 /A
£1/12
12./42
11732
11/12
L2
21/ 12
L /12
L1/ 12
31 F1Z
11/12
12/21
1t/12
12/21
12/21
12/21

k2 /20

PAGE 1 of 3

DATE

REPORTED

YL AER

Sl /Ez

10/18

LL/2%

10/18

T ¥/ 22

11/22

11/ 22

)

11 A2

11/22

11/22

11 /22

11/22

11/22

13 (22

N ARz

122

12/31

1,22

£2/31

2/ &L

k250,

L2/ 5%



See last entry

X

: i =

9/24

10/20

11/18

B/ED

9/7

11/5

TR

8§/16

8/27

8/ 7 +14=145

§/18

8/27

9/7

9/9

Q/X0=1F-%3

9/14-30
10/1-14

10/ F5-186

10/16-22
10/22

10/23-1}1/2

10/30

1¥/37-1%

o/ 3-6-23

- -~
) }

T
Sheraton Motor Inn
Chattanooga

Hyatt Regency

Knoxville

GCasoline for auto

Braniff Airways
to Washington §

American Airlinces

return

to Washington § rcturn

Piedmont Airlines

to Memphis § return

Picdmont Airlines

Nash-Mem-DC-XKnox-Nash

Airplanc charter

Airplane charter

Airplanc lease

Ajrplane lease

Airplanc lease

Airplane charter

Airplane charter

Airplanc lease

Airplane lease
Airplanc lease

Airplane leasec

Airplanc lease

Airplane charter

Airplanc lease

Airplane charter

Airplane charter

Airplanc charter

46.¢

94,

e
£
w

£
=

242.

891

486.

B e

143.

.00

.00

.00

0o

.00

00

50

00

5.00

.00

.00

.58
.28

.00

.45

- )

.00

S{ORE,

American
Express

Hyratit' Reg

e
>

Gl B4,
Exxon USA

Exxen USA

American
Express

American
Airlines

American
Express

T

Corporate
Air Fleet

Central Air
Transport

Aviation

Group Assocs.

Airplanc
Services

Aviation

PAGE Z:0f

Group Assocs.

Colemill
Enterprises

Colemill
Enterprises

Airplanc
Services

Publix 011l
Publix 0Oil

Aviation
Group

Publix 0i1l

Colemill
Enterprises

Publix 011

Colemill
Enterprises

Ten-One
Corporation

Graymere
Aviation

12/21 1Z/3%
10/21 11722
10/6 10/18
P 11/22
11/24 12/31
=LA S
9/7 9/30
Y 2L : )
12/21 12731
9/7 9/30
8/27 9/30
9/24 9/30
9/17 9/30
9/24 9/30
9/20 9/30
9/20 9/30
9/16 9/30
10/8 10/18

Accts. payable 12,

L0 g L1723

Accts.payable 12/

10/26 YL/2Z

Accts.payable 12/:

10/26
10/30

11/22

Accts.payable 12/.

10/3% : B Wiy =




- PAGE 3 nl{

| O

10/16 Airplane fuel 68.453 John Pitts 10/16 10/18
10/20 Airplane fuel 90.46 Exxon USA R AL 11/22
8/24 Pilot Services 150.00 Russ Hancock8/24 9/30
65/1 4 " 150.00 i " 9/1 9/30
9/20 " L 155.00 " " 9/20 9/30
10/30 " " 575.00 il " 10/30 YRR Z2
1l 22 " " 225 S0 - " 11/22 12 51

* Less 1,500.00 deposit paid 10/19 reported 11/22

T

%% Plane for press travling with the candidate.

¥

o
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SIDLEY & AUSTIN

‘ 1730 PENNSYLVANIA AVENUE, N. W,
WASHINGTON, D. C. 20006

TELEPHONE 202: 872-1730

Cnicaco OrFriCHE
ONE F1RST NATIONAL PPLAZA
CHICAGO, ILLINOIS 60GO3
TrRLEPHONE 312: 329- 8400

TrRLEX 25-4364
TELEX 89-463

"ounded in 1868 as
Williams & Thompson

February 28, 1977

Charles N. Steele, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Steele:

On behalf of Senator James R. Sasser, we
transmit herewith a document entitled, Memorandum Con-
cerning The Bank Loans Received By Senator James R.
Sasser In Connection With His 1976 Campaign For United
States Senate. This memorandum has been prepared in
accordance with the Commission's Compliance Procedure
Regulations, and in particular Part 111.4 which au-
thorizes a person under investigation to submit factual
and legal information demonstrating that no action
should be taken against him.

This memorandum, and the Commission's file
concerning Senator Sasser, contain confidential commer-
cial information concerning the operation of the banking
industry in Tennessee which is protected from mandatory
disclosure under the Freedom of Information Act ("FOIA")
by 5 U.S.C. §552(b) (4). If such information is not
deleted prior to the release of the Sasser file to the
public, substantial competitive injury is likely to result
to the banks named therein. In addition other provisions
of FOIA and the banking laws may restrict the release of
this information. As a result, we request that prior to
release, we be given an opportunity to specify precisely
which information is protected by FOIA or a provision of
the banking laws. If you find this proposed procedure



(2

SiprLiey & AUSTIN WasitiNngTon, D. C. 20006

Charles N. Steele, Esquire
February 28, 1977
Page Two

to be acceptable, we would appreciate a written response
stating your agreement with this procedure.

We believe that this memorandum, which describes
the transactions under investigation, supports the con-
clusion that no further action against the Scnator or
the Sasser for Senate Committee is warranted. We, of
course, will be happy to provide any additional informa-
tion that the Commission believes is necessary in connec-
tion with this investigation.

Sincerely,

//MW

Michael A. Nemeroff

MAN: pd




SIDLEY & AUSTIN WastniNnoTON, D. C. 200006

MEMORANDUM CONCERNING THE BANK LOANS RECEIVED
BY SENATOR JAMES R. SASSER IN CONNECTION WITH
HIS 1976 CAMPAIGN FOR UNITED STATES SENATE

163 INTRODUCTION

This memorar Zum iIs submitted on behalf of Senator
James R. Sasser pursuant to the Federal Election Commission's
compliance procedure requlations. Part 111.4 of the Commis-
sion's regulaticns states that a person subject to an inves-
tigation may submit "factual or legal information which he
or she bellieves demonstrates that nc action should be taken
against him . . . ." This memorandum will provide factual
and legal information in response to questions raised by the
Commission In connection with certain bank loans received by
Senator Sasser and certein loans made by the Senator to the
Sasser for Senate Committee. It is Senator Sasser's position
that no further action by the Commission pursuant to the
Federal Election Campaign Act, 1971, as amended ("FECA") Iis
warranted with respect to the bank loans under investigation.

This proceeding was begun in response to a com-
plaint filed by Harrv Sadler on August 3, 1976, which made
numerous allegations of violations of FECA ny Senator Sasser
and his campalgn committee. In accordance with the letter
to Charles N. Steele on January 31, 1977, this memorandum

responds only to paracgrach 9 of the complaint which alleged



that Benator Sasser borrowed 5250,000 from certain banks

without pledging any collateral te finance his campaign in
L5

ERCE,. The Federal Flectlilon Commission reviewed

viademizlan «qf
this complaint as supplemented by a letter from Sadler dated
August 23, 1976 and an answer fliled on August 27, 1976 by

Georae E. Barrett, counsel to Senator Sasser, and concluded

that further investigation wag warranted.

Si

In a2 letter dated September 22, 19276, the Commis-

¢

- slon stated tnat the loans which Senator Zaszser nad received

and the

[

cans from such funds made by the Senator te his cam-
palaon committee were not oroperlv reported in wiolastion of

s tated 'that
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. because the loans were "exceedlngly large" andéd "unsecured,"

thev were not nede in the crdinerv couvrse of Lusiness and were,

therefore, iIn viclatlicn of 2 D.8.¢. §441lb(a). The Septembar

pertinent documentation regarding the

1

0
—
o

e 22 letter recuested

loans under review and any repayments.

) secont compleint cencerrning the same epank Yoans was
Frded on Septeaner 23, 1976, & €5, Hookins, Zr., ang. It ‘lyas
neen i@ -a Part af this poopesding.




may 27, 1974 to.Novembéer 1, 1276, At pe Blme Wiring this
period did the Senator have in excees of $125,000 in debt
cutstanding; during & substantlial porticm of this perilod,
however, his outetanding loans were apvroximately $25,000.
These funds were borrowed te aid in the Elnancing of his
Senate primarv campalgn and are the only ungsecured loans

Senator Sasscer made during 1976. Eech loan, althcugh wun-

aonroXimabels S20,000 which rtemainse ocutstanding. <Contrary

Lt lgng , iSenditar asser never horrowed

't
(3]
=
"
m
@]
a3

to Sadler 's

3]
%)
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—

et
p WL .

Bhe Elrgt: boan negetiated by Sdasser, In Ehe amoumt
ef 825,000, was mede v the United American Bank of Nash-
4
ville, Tennessee ("United American") on Saw 27, 1976. I e
lecan wae evidenced by a note sligned oy Senater 3asser, made

h
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put automatically renewed until paid, and
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Note Was not ‘teglgned or glareatecd DV apy o

iy

r werson and

M

no ¢collateral wss Dledged teo Zécure Lts regayment.

Shil tof Prernican's ceggdl Lt [ite demonstrates Ehat

the mank carefully investigated Sendtor Basser's ability to

X crovided on thée same date thazt the loan was
nade g cashier'"s check way 0 SEHaLOL  SAGSEL .




repay this loan. The hand written notes in the 3enator's

credit file indicate that the purpose of the loan was to

“

finance Sasser's primary campalgn. In addition, the notes
indlicate that Sasser had no significant debt, other than

a nmortgage of less than £25,000 secured by a personal resi-
dence valued at apnroximatelv $80,000. The notes state that
renayment may be made from "personal cash flow" or hy re-
financing Sasser's home mortaase., The nctez further state
that the 3enator 1s a partner ln one of the best law flrms
in llegshville and that bv msking this loan the bank might ac-

3

culre considerable add In agddition to these
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netes, the credit file alsc containe the first page of the
Senatcor's 19275 Federal income tax return showing taxable (n-
come In excegk ol $52,000.

The credit application form, completed at the time

the United American loan was recuested, indicates that s

statement of net worth was recuested from tne Senator. Short-

1 thereafter, Sesser suptlied a perconzl financial statement
dated June 14, 1876 showelng &2 net worth of imore than €174 ,.0040.
Significantly, the statement showed no unsecured asebt other
thnan the $25,000N loan which was reflected in &sssets as part

of the Senator's cash in hana wotalling S31,785 énd was

Altiouah ehe Linancial
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was unaudited, Initec Amerlican typically accepts
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such statements from individual borrowers of good reputa-
*
tion.” All documents contained in United American's loan
file, including the note and the cashier's check, are at-
* %

tached hereto and marked Exhibit A. —/

Senator Sasser's second loan was made by the Tracy
City National Bank ("Tracy City") on July 13, 1976 in the
amount of $100,000. This loan was evidenced by a Tracy City
note dated June 11, 1976, payakle on demand, bearing interest
at the rate of 9 percent ver annum and executed by Senator

Sasser. The note was dated more than a month before the loan

wa

n

actually maae. Senator Sasser's loan was aprroved by

the Tracy City bank's loan commlittee on June 11, 1976, a note
was prepared on tnat date and mailed to the Senator. Sasser,
however, was reluctant to incur this substantial obligation
until the funas were actually needed and; therefore, he

did not sign the note until the second week in July. The
note was received by the bank 1n the mail of July 13 and was
funded tne same day.

After the Tracy City loan committee approved the

loan on June 11, 1976, 1t was discovered tnhat a director of

&) Senator Sasser's versonal statement and his 1975 Federal
Inccocme tax return were prepared by his regular accounting
firm, Boener and Kraft, of Nashville, Tennessee,.

¥*/ The check and the note were dcawn: on Hamilton Bank com-
mercial paper; United American was formerly the Hamilton Bank.




",

the bank, who was not a member of the loan committee, was an
active supporter of Senator Sasser's primary opponent, John
J. Hooker. To avoid a conflict among board wmembers, Tracy
City decided to withdraw from participation in the loan.
Charles N. Turner, a Director of Tracy City, and the member
cf its loan committee that suggested making the Sasser loan
was also Chairman of the Executive Committee of the Franklin
County Bank of winchester, Tennessee (the "Franklin Bank").
As a memoer of that bank's loan committee, he presented the
Sazser loan and the bank agreed to accept it.

Instead of maliling Sasser a new note from the
Franklin Bank and obtailning return of the Tracy City note,
the two banks agreed that the Franklin Bank would purchase
the Tracy City note without recource. This approach was se-
lected because it would have been cumbersome for Tracy City
to withdraw its coffer of a loan to Senator Sasser by asking
for return of its note and substituting a Franklin Bank
note. The agreement hbetween the canks tc transfer the Sasser
lcan was made without informing the Senator. Thus, until this
investigation, 3enator Sasser had no knowledge that his note
had been transferred from Tracy City to the Franklin Bank at
tne time the loan was made. The transfer of cbligations without
informing the borrower 1s a frecuent occurrence in the banking
industry. As will be seen, such transfers occurred at other

times 1in connection with the Sasser loans.



o~

~J

As part of the agreement between Tracy City and
the Franklin Bank, Tracy City briefly funded the note. On
July 13, 1976, tne date Sasser's note was received, Tracy
City, in accordance with normal banking practice, contacted
Sasser's bank, the Nashville City Bank & Trust Co. ("Nash-

ville City") and reguested that it credit Sasser's account
* /

/

with 5100,000 and debit Tracy City's account in a like sum.
On the same date, the Sasser note was delivered to the Frank-
lin Benk in return for which Tracy City received a cashier's
check for $100,000. This check was deposited at Tracy City
on July 14 and the Sasser loan was cleared from Tracy City's
books. Tracy City had no further transactions in connection
with tne Sasser loans.

The

re)

assage of time between the approval of the
Sasser loan by the Tracy City loan committee and the return
of the executed note and the funding of the loan is the basis
of the apparent conflict in the affidavit of Charles N.
Turner cdated August 28, 1976 and the verified statement of

Roy G. Trussell dated October 25, 1976. The Turner affidavit

B similar transactions are a frequent occurrence in the

tanking industry. Many large banks maintain a substantial

correspondent dilvision that arranges the transfer of funds
by deoiting or crediting the accounts of other banks main-
tainea with it. By transferring funds though bookkeeping
entries, transactions are processed more cquickly and the
pnysical transfer of funds is avoided.



is accurate in stating that Sasser applied fcr a loan of
$100,000 on June 11, that the loan was approved on that date,
and that the bank requested Sasser to escrow the first year
of interest and to purchase a credit life iInsurance policy.
Because arrangements for the transfer of the loan had been
made prior to funding the loan, the interest was deposited

in an escrow account at the Franklin Bank and credit life
insurance was arranged by that bank. For this reason,
Trussell's statement that because Tracy City "did not par-
ticipate in the above loan, we have no knowledge nor records
pertalining to the participating banks,*gscrow agreements nor
life-insurance policies" was accurate,*/ except that it failed
to acknowledge that Tracy City had briefly funded the Sasser
loan.

The Franklin Bank loan to Senator Sasser was also
unsecured; however, 1t was made at the prevailing rate of
interest for similar borrowers, 9 percent per annum. In ad-
dition, the interest for the first year was glaced in an es-
crow account and a credit life insurance policy securing re-

payment of the loan in the event of the Senator's death was

X The letter of Alfred Eskew, President of the Franklin
Bank, dated December 24, 1976 states that the Sasser loan wes
purchased from Tracy City on July 28, 1976. This is not
accurate as indicated above, Eskew meant that documentation
of the loan was completed by that date. As explained infra,
the documentaticon of the participations of cther banks was
completed in the period from July 13 to July 28,
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purchased. The premium for the first year of the life in-
surance policy and the escrowed interest were paid by two
checks drawn on Senator Sasser's account at Nashville City
in which the loan was deposited. The first check, in the
amount of $1,384.00 was dated July 19, 1976 and was made to the
order of Tracy City. That check bears a note indicating that
the funds were "for Credit Life Insurance;" Tracy City trans-
ferred these funds to the Franklin Bank. The second check,
in the amount of $9435.00 was dated July 23, 1976, and made
*

to the order of the Franklin Bank. That check is noted
for loan interest,

As previously explained, the credit information
regarding the $100,000 loan was supplied to Tracy City
and Franklin Bank's loan committees bv Charles N. Turner.
This information was gathered in discussions with Senator
Sasser in the period prior to the United American loan.

Turner also had access to the information in United American'

n

loan file. Turner made an oral presentation to the loan com-

mittee of each bank describing Sasser financial wosition.

vz Al tnough the second check should have alerted the Senator
te the fact that the loan had been transferred to the Franklin
Bank it did not and, as noted infra at a press conference on
July 30, 1976, Sasser identified United 2merican and Tracy City
as tne banks that had extended credit. The checks for the in-
terest and the life insurance premium were vrepared by Dorothy
Baker, the campalan's bookkeeper, on presigned checks, and be-
cause of campalgn pressures Sasser had no knowledge of the
payees. Not until this investigation did Senator Sasser learn
of tne involvement of the Franklin Bank.
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This was supplemented, before funding of the loan, by the
financial statement and first page of the 1975 Federal income
tax return that was also part of the United American loan
tile. These items have already been included in Exhibit A.
The absence of extensive written credit information
supporting the Franklin Bank loan is not unusual in the Ten-
nessee hanking industry, and it is a particularly common

practice among rural banks like the Franklin Rank. Personal

=

knowledge of the character and credit of the borrower 1s con-
sidered of primary importance; therefore, largely oral pre-
sentations to the banks' loan committee are tnhe rule and not
the exception., This practice contrasts sharply with the prac-
tice 1n large commercial banking institutions located in
major urban areas; however, because banks such as the Frank-
1in Bank are small, they have the ability to develop strong
personal relationships with their customers. As noted in
Turner's letter to the Commission dated October 8, he had
been well acguainted witn Senator Sasser for several years.
Bor ERAEY reasom, Bank s sluch s Ens B a kS E Rk e giina G e —
tain extensive written credit information. The material in
the Sasser file -- his personal statement and 1975 Federal
income tax return -- is similar to many other loan files

i

malntainea by the bank. Attached hereto and marked

By Although Senator Sasser's perscnal statement is un-
audited, the Franklin Rank tyrically accepts unaudited
statements as a vasis for unsecured loans.



Exhibit B 1is a copy of the Tracy City note, the Franklin
Bank's cashier's check for $100,000, Sasser's checks for
$1384 and $9435, and Tracy City's cashier's check for $1384.
The third note made by Senator Sasser was part of
an effort to repay the May 27 United American loan. It was
originally expected that part of the funds from the Franklin
Bank loan would be used to repay the United American loan
and that Sasser's cutstanding debt would be $100,000. The
May 27 note was cancelled, therefore, on July 15, on the
understanding that the United American note had been repaid
by the Franklin Bank. It was discovered on July 16, how-
ever, tnat all of the funds from the Franklin Bank loan had
been advanced to Senator Sasser and United Zmerican had not
been repaid. Therefore, on July 16, Senator Sasser executed
a United American note in the amount of $25,000, bearing in-
terest at 9 percent per annum, and payable on demand. This
note merely replaced the earlier note with no change in the
Senator's outstanding debt. Because United 2Zmerican still
desired to ne regaid, arrangements were made with the Frank-
lin Bank to have the July 16 note purchased by the Gamaliel
Bank of Gamalliel, Kentucky. This occured on July 16 and is
evidenced by the endorsements on the July 16 note which is
attached hereto and marked Exhibit C. Because Senator Sasser

had executed a United American note on July 1 and was not




informed of the transfer, he had no knowledge until this in-
vestigation that his debt with United American had been
*

transferred to the Gamaliel Bank.

The fourth note signed by Senator Sasser was a
United American note dated November 1, 1976, in the amount
of €20,169 for a term of 60 days, bearing interest at the
rate of 8 1/2 percent and was arranged ac part of the repay-
ment of the Franklin Bank loan, described In more detail
infra. This note was renewed on January 30, 1277, in the
amount of $20,597.59 and ls the only Sasser lcan vresently

cutstanding. A copy of the November 1, 1576 note and the

January 30, 1977 note are attached hereto and marked

The transfer of the Unlited American note on July
16 resulted in the withdrawal of that bank from the Sasser
loans until the November 1 note was executed. The August

22, 19276 affidavit of Frank Woods, President c¢f United

> That Sasser was unaware of this transfer 1s evidenced

by the news account of the July 30 press conference, pre-
viously dilscussed, at which Senator Sasser stated that he

had a2 loan outstanding at United American. As explained
infra, the banking industry in Tennessee considers the trans-
fer of loans to be highly confidential. It is not unusual
for the borrower to be unaware that his lcan has been trans-
ferred; and, therefore, the banke involved in the Sasser
lcans did not correct the inaccurate press accounts by mak-
ing a public statement.



-

American, accurately described the May 27 loan to Sasser but
failed to indicate that at the time the affidavit was made the
bank bad been repaid. This omission, however, was corrected
in the letter from Frank Woods to William C. Oldaker dated
October 26, 1976. Item (2) In the letter states that the
bank's May 27 loan had been rewaid in full,

3. The Participation Of Other Banks In The Loans
0Of Senator Sacsser

The practice of dividing loans among a number of

e trate] patt L ls common 1n Tennessee, although not

8]
o
a3
=
~
9]

well known to the pnblie.. En general, bSanks are felnctant
to discleose theat a léean asg beaen dlvided: becsuse, it lsicon—
sidered detrimental to the relationship that eacn bank seeks

to develon with its own custcmers. &As @ result, Senator

N
n

Sasser had no knowledge until thls investigation that a num-
ber of banks had participated in his Franklin Bank loan.
Participations are arrangecd by the bank origlnat-

ing the loan, sometimes tc avold a violation of the bank's

[81]
3

lecan limit but also for other reasons such as avoiding
unduly large commltment to one horrower. In general, par-
ticinating banks rely upcon the credit investigation of the
originating pank, although a varticipating bank, acguiring

what It considered to be substantial veoesition, mlght re-

v
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cuest credit information and make an independent evaluation.
When & participation is arranged, each of the participating
pank agrees to accept a specified portion of (he loan and
interest at a rate usually between 1/4 and 1/2 percent
**//

below the interest rate of the original loan.  In addi-
tion, =ach bank usually purchases a credit life insurance
policy for its pro rata share of the locan. As the loan is
repaid, the originating bank remits principal and interest
to the rparticipating bankes on a pro rata basis. PRarticipa-
tlon loans in Tenhessee arel evidenced by a Loan Participa-
tion Certificate executed by the originating and partici-
Dating dranks,

The letter of Frank %Woods, President of United
American, deted Qctober 26, 1976, states that iinited American
did not =sell any participaticons in its $25,000 loan to any
other tankes. Because Tracv ity received funde from the

& EO

o

Franklin Eank on the same dav that it advanrnced fun

i IP the case of the Sasser loan from the Franklin Bank
nene c¢f the rarticivating banks considered their position
sufficiently substantial to warrant an independent inves-

tigation.

* %/ This Clfference is, in efifect, a service charge col-
legted by the bank orliginating the loa
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Sasser, there was no need for it to arrange participations.
Moreover, no participations were arranged by the Gamaliel
Bank In connection with the $25,000 loan of July 16 trans-
ferred to it from United American.

Because the Franklin BRank had agreed to purchase
the Senator's note from Tracy City, it arranged for the par-
ticipation of other banks in the Sasser loan. After the note
was purcnased, Perticivation Loan Certificates were completed
and were accented by the particivatina banks. The banks that
participated and the amount of thelir particivation are ag

Follows:

United American Bank - Wasnville BN IS
First Mational Rank-Livingston 106,000.00
C & C Bank, Knox-County-Xnoxville S ATAICIR0I0
C & C Bank, Union Co.-itaynardsville 15,9001, 88
First watlonal Pank-Cookeville S RaN) S (EF
Bank of Putman County-Cookeville 5,000.00
Gamaliel Bank, Gamallel, Xy. 20,000.00

Franklin County Bank 5,000.00
5 10, 100000

A copy of each participation certificate 1ls attached here-

to and Mmarked Exhibit E.

the Commiscion which states that

o

A The October 8, 1976 letter of Charles N. Turner to
"participating pnanks were
@ 88 nhot ko be ip viola-
e

S

n %

s0ld varving amounts of the loan,

tion of banklna laws"'" was inaccurut
implied that the participations wer

Lnsteaj af the Tranklin Bank.

gmily Sind 50 [Ear a@s. IE
=2 Eangid By Tracy ity
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C. Loans By Senator Sasser To His Campaign Committee

The cashier's check received by Senator Sasser from
United American on Mav 27 was lindorsed to the Sasser for
Sengte Committee on June 15, 1976 and deposited lpn the lat-
ter's account. This delay occurred because the campalign com-
mittee did not have an immediate need for funds at the time
the loan was made. The proceeds from the Franklin RBank loan
were credited to Senator Sacsser's account at Nashville City,
as previously described, on July 13, 1976, These funds were
not turned over to tne campalgn committee directly in order
to control their disbursement by making loans to the commit-

were needed. Each time a loan was made to the

n

utsl =Rl 50 dbinke

campaign committee Senator Sasser drew a check upon his ac-

v}

count, marking it as a "loan to campalign committee.," The
first loan to the camvaign committee from Franklin Bank funds
was made on July 14, 1976, in the amount of £12,8%0; loans

in varying amounts were made thereafter. €Each locan to the
committee was made on terms identical with the terms of the
bank loans made to the Senatcr. Thus, in each caze the com-
mittee agreed to pay the cutstanding balance of the loans re-
ceived from Sasser on demand tocgether with ¢ percent interest
per annum. The lcans made by Senator Sasser to hls campadiagn

committee were as follows:




JdaE; {15, EETEC 0o 0o HIG 0 0wae altlooo w5 by O

abyikaz SR RIS S 5 Glo 0 6 dle olB 0 Ao L= (RS
SRR AN IO & oldio it ot of oiT ¢ 18,500
SRRy AR BTS00 0 6 6 oo oo BTl diBIblo o IR ()
S22 STk @ o) 5 afe A B 5 Slai @il ke 25,900
s rurb e o T TS NS s om0 RS RS- 21 oI G 220500

ST14,000 */
Each of the loans made by Senator Sasser to his
committee was documented in the committee's reports filed
pursuant to FECA, 1In each case, Schedule C of the report
notes ihe date of the loan from Sasser to the committee,
the amount of the loan, and identifies the source as Sena-
tor Sasser. Personal reports were also filed by Senator
Sasser pursuant to Part 104.1(b) of the Commission's regu-
lations. These reports do not identify the loans made to the
Senator by the banks nor do they report that Sasser loaned
funds to the committee. The decision not to include these
loans in Sasser's personal report was made after consulting
with an employee of the Commission, believed to be Sally Bowen,
on or about June 15, 1976, at the time that Senator Sasser
loaned the United American funds to the campaign committee.
Gary Blackburn, Treasurer to the campaign committee, fully
discussed the United American loan with Sally Rowen and con-
cluded based upon that conversation that it was reportable

only as a loan from Senator Sasser to the committee.

8 A copy of each check by which loans were made from
Senator Sasser to his commlittee is attached hereto and
marked Exhibit F.
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The Sasser for Senate Commlittee treated all loans
made to 1t by Senator Sasser as debt incurred in connection
wlith the primary election held on August 5, 1974, The Com-
mittee's primary reports, list the loans from Senator Sasser
on Scnedule C as previously described and in item 16 which sum-
marlizes loans outstandinag. After the primary report dated
ODctober 8, 1976, which covers primary contributions and ex-
penditures for the pveriod ending September 30, 1576, informa-
tion concerning the locans was not provided until the year-end
nrimary report. The cre-~electlion and post-clection reports
filed by the committee, dated October 21, 1976 and December
1, 1976, respectively, only provided information concerning
the ceneral election. Tne vear-end primary report, however,
included full information concerning the Sasser loans and
thelr revavment. Schedule R of the vear-end rernort lists

renayments of 5100,000 In loans to Senator Sasser, and Sched-

~

ule C states that the committee's outstanding Jdebt to Sasser

(]

9 of which $3,494,29 represents Interest owed
g A
4

i The decislien to file separate third cuarter and year-

end reports for the primary and general election was made by
Cary EBlackburn because the Commission's staff encouraged him

to file sevarate reports in that fashion. ®Kent Cooper, the
Commiscsion's Assistant Staff Direﬂtor Eor Disclosure; .conf lLrmed
that the Commiszsion enccurages committees to file separate
(Eon s )



As explained by CGary Blackburn, Treasurer to the
campalgn committee, in his response to the Commission's sub-
poena, served on October 19, 1976, the majority of the funds
used to repay the Sasser loans was collected in connection
with two fund-raisers, conducted by supporters of Senator
Sasser on September 17, 1976 and September 29, 1976. These
events resulted in the collection of $90,500, of which
$7,175 were designated as general election contributions

o

and the remainder was designated as primary contributions.

e

Tne supporters were reimbursed for the cost of
ceach event and these expenses were remorted on Schedule B of
tne committee's third cuarter and year-end primary reports.
In adaition, as check were collected, turned over to the
committee, and verified as primary contributions, they were
reported on Schedule A of the primary report for the appro-

priate period. The small portion of the funds designated

(HOENES )

reports for the primary and general elections. He further
stated that 1if a committee adopted this procedure, then the
pre-election and post-election reports in connection with the
general election should contain only contributions and ex-
penditures in connection with the general election. Thus,
contrary to the suggestion in the letter from the Commission
to George Barrett dated November 24, 197G, there was no need
for the committee to report particulars related to the re-
payment of the Sasser lcans in the pre- and post-election
regorts filed in connection with the general election.
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for the general election was reported on Schedule A of the
appropriate general election report.
The Sasser for Senate Committee filed reports in

connection with the general election campaign as follows:

Mype off Rebort RERQOIENDAIEE Period Covered
Third Quarter 15047 By s Eeh 97310
Pre-~-Election 10/21 10/30 ‘tor LR/A8
Post-Election L2/ LS =HG L R
Year-End Sl 72T feer Ll 7

These reports, as stated above, do not contain any informa-
tion concerning the Sasser loans because they relate only to
contributions and expenditures in connection with the general

Pl EAE O

D. Repayment Cf The Bank Loans By Senator Sasser

The loans, made to Senator Sasser, have been repaid
in tull, except for approximately $20,000 which remains out-
standing. Repayment was made in three steps. The Franklin
Eank locan was substantially reduced by an $80,000 payment,
received on October 12, 1976. The funds for this payment were
providea by the campaign committee in a check drawn to the
order of James R. Sasser in the amount of $80,000 dated October
g, 1976. Sasser endorsed this check and depocited it at United

american which, through its correspondent division, credited



the Franklin Bank's account. United American then transferred
these funds to each of the participating banks by crediting
the account of such banks maintained by United American and
other banks and by debiting the account of the Franklin Bank.
This transaction is summarized in a letter to Lskew from
United American dated October 12, 1976, attached hereto and
marked Lxhibit G. The remainder of the Franklirn Bank loan
was repalid by the November 1 United American note sianed by
Senator Sasser in the amount of $20,169. As stated’in Lskew's
December 24 letter, the Franklin Bank loan was entirely dis-
chared by HWovember 5, 1976.

2 second campaign committee check In the amcunt of
€20,000 was also received by Senator Sascser on November 1,
1976. These funds were used to reduce the Urited Armirican note
transferred to the Gamallel Bank from $25,000 plus Iinterest
to approximately $5000. In addition, substantial interest from
the Franklin Bank loan remained because Senator 5asser :.ad
advanced the interest for one year. These funds were used
to discharge completely the loan transferrcd to the Gamalliel
Bank. Consequently, the only loan that Senator Sasser pre-
sently has outstanding is the November 1 United American loan

for approximately $20,000.

-




. United American And The Franklin Bank Have Been
Examined by Federal Regulatory Authorities While
The Sasser Loans Were Qutstanding But No Question
Concerning The Sasser Loans Was Raised

United American and the Franklin Bank are state
banking institutions and are regularly examined by state
and Federal regulatory authorities. United American is a
member of the Federal Reserve System and is examined by that
agency. The Franklin Bank 1s insured by the Federal Deposit
*
Insurance Corporation ("FDIC") and is examined by FDIC.-/
The procedures followed by each agency with respect to the
review of outstanding loans made by each institution is in
* %
all material respects the same._A/ In each case the examiner
prepares a written report which is provided to the bank but,
pursuant to 12 C.F.R. 309, is a confidential document not

***/
publicly available.

74 United American 1is also insured by FDIC; however, as a
Federal Reserve Member its examination is conducted by the
Federal Reserve System and a copy of the examiner's report
is forwarded to FDIC for review.

**/ Tracy City and some of the banks that participated in
the Sasser loans are national banks which are examined only
by the Comptroller of the Currency under procedures that are
ecssentially the same as the procedures used by FDIC.

**x*/ The FDIC keport, provided to the bank, contains a legend
which gtates, inter alia, that:

"This copy of the report is the progerty
of the Federal Deposit Insurance Corpora-
F@eiinge o)
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In the case of each bank, the examiner reviews its
outstanding loans to determine whether they are in compliance
with applicable banking statutes and reqgulations. The first
schedule in the FDIC Report is entitled "Violations of Laws

and Regulations." According to FDIC's HManual of Examination

Pelicies, this schedule "is d

@

signed to cover all violations

\

cf laws and requlations." {5ection B, page 1). Thus, any loan
exceeding the bank's authorized loan limit or violating other
provisions of Federal law are listed.

In additlion, loans are reviewed to evaluate
the likelinood of repayment; loans cof Guesticnable cuality

or "loss" and

o
[
]
(%)
}_.J
[83]

ssified as "substandard, YdeubtEnl,

are specifically discussed by the examiner in the examina-

(Eeeipl =it

tion and i1s furnished to the bank examined
for its confidential use. Under no cir-
cumstances shall the bank, or any of its
directore, officers, or employees dis-
close or make public in any manner the re-
vort or any portion thereof. If subpoena
or other legal vprocess is received calling
for production of this report, the Realional
Office of the Federal Dewmosit Insurance
Corporation should bte notified immediately.
The attorneyv at whose instance the process
was tssued and, Lf necessary, the court which

j33)

laJ

issued it, should be advised of these re-
cstrictions and referred tc Part 309 of the
Federal Deposit Insurance Corporatlion Rules
and Reculations."




tion report. The definitions of these terms arce described

at lenath in the FDIC tianual (Section H, page 5); basically,
a "substandard" loan possesses more than an ordinary amount
of risk, a "doubtful" loan is likely to result in a substan-
tial loss to the bank, and a "loss" loan is considered uncol-

lectable,

i
o
1)
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the Maqggi also states that the

examiner is recuired to list in his report "special mention'

locans which are def ined

s

£

"[L]oans which do not presently exposc
the bank to a sufficient degree of risk
tc warrant adverse classification, but
which possess credit defliclencies desorv-
ing management's close attention." (Scc-
tion H, pa 5

ge 5)

Loans that are not criticlized by the examlner are

U]

not classified and are not discussed in the report, Although

many factors may lead to the classification of al lwan, 1t
is aopropriate to note in the context of this investigation
that a loan which is considered too large to be made on an

unsecured tasis would be classified or at least listed as a

United American's examination was conducted covering
all lcans outstanding as of November 1, 1976. The examiner's
report dated December 17, 1976, which is on file at the bank,
does not clascsify the Sasser loen of $20,169, nor is the loan

listed For “special mention," The Franklin Bank's examination




was conducted covering all loans outstanding on November 1,
1976. The examiner's report dated January 6, 1977 which is

also on file at the bank does not classify the Sasser loan

)

of $100,000, nor does it list the loan for "special mention."

The other banks that participated in the Sasser
loans are either state or national bhanks. None of these
banks, with the exception of the Gamaliel Rank, have been ex-
amﬁned by either a Federal or State regulatory authority while
the Sasser loans were outstanding. The Gamaliel Bank 1is a
state bank and was examined by FDIC as of November 1, 1976;
it has received 1ts report, and the Sasser loans were not
criticized. State authorities, however, have not examined
the Gamaliel Bank since the Sasser loans were made. Tracy
City was examined by the Comptroller of the Currency which
reviewed the Sasser loan after it was cleared from Tracy
City's books. Tracy City has not received 1its report as yet;
it does not, however, expect the Sasser loan to be crit-
nke=Ia el

Of course, in large banking institutions not all

loans are examined. The FDIC Manual states that the examiner

S United American was last examined by the Tennesses
Department of Banking on May 17, 1976, and the Franklin
Bank's examination by the State was prior to July 13. Be-
cause these examinatlions pre-dated the Sasser loans, state
authorities have not had an opportunity to review them.



must establish a "cut-off point" and that "the minimum size
of loan to be appraised depends upon the characteristics of
the individual bank." (Section H, page 9). It is unlikely
that unsecured loans of the size of the Sasser loans would
have escaped examination at any of the banks at which the

*
loans were outstanding at the time of examination.—/ Moreover,
according to Alfred Eskew, the President of Franklin Bank,
the FDIC examiner stated that he was reviewing the Sasser loan.
Because of the contents of United American's Report, there
is no doubt that the Sacsser loan was larger than the cut-off
pelnt .

It is not unusual for banks to have some loans
classified after each examination. The Manual states, how-
ever, that:

"It 1s incumbent on the Examiner to

avold classification of sound loans.

The practice of lending to sound busi-

nesses or individuals for reasonable

periods, is a lsgitimate banking func-

tion." (Section H, page 5).

The fact that the Sasser loans were not criticized in the
examination reports indicates that the applicable regulatory

encies considered these loans to be in compliance with

=

(=}

Q

banking laws and rules and also entirely sound.

L In general, loans which have been fully repaid prior
to an examination are not subject to review, although, as
in the case of Tracy City, this 1s not always true.
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III. ARGUMENT

a0

AL The Loans Made To Senator Sasser Were lNot Contri-
butions Prohibited By 2 U.S.C. §44lb

lInder FECA, it is unlewful for a national bank,
corporation, or labor organization to make a "contribution
or expenditure" in connection with the election of a United
States Senator; the statute also prohibits a candidate or

political committee from accepting such a contribution. 2

U.5.C. &€441b. The banks that extended locans to Senator Sasser

are incorporated state banking institutions and are, as such,

subiject to this profiibition. Section 44lb(k)(2) provides,

however, that the term "contrikbution or expenditure" does not

include:

. . - a loan of money by .a natlonal or
State bank made In accordance with the
applicable banking laws and regulations
and in the ordinary course of business

Therefore, 1f the loans made tc Senator Sasser were made (1)
in accordance with applicable banking laws and regulations

and (2) 1In the crdinary course of business, such loans are
nct a "contribution or expenditure"” and are not prohibited
py section 44lb. The examinatinn by the FDIC and the Fed-

ecral Reserve conflirms that the Sasser loans were made In

accordance with applicable banking laws ancd regulations.
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Thus, the first element of the ordinary bank loan exception
ls catisfied. 1t is also clear that the second element of
the exception is satisfied and that, as set out helow, these
loans were made in the ordinary course of business.

The ordinary bank loan exception was added in 1972
by the Rederal Blection Gampalgn  Ackt of L971, PUL: 92-225.
Since that time, it has received virtually no attention by
the courts or the Federal Election Commission. WNo reported
judicial declision or Commissicn Advisory Opinion construing
this provision has peen found. 1In addition, the Commission's
regulationg, including the section entltled "Lxplanation and
Justification,” merely recite the statutcry terms without

further explaining thelir meaning.

The le

(e

lslative history of the ordinary bank loan
exception, however, provides considerable guidance concerning

how Congress intended 1t to be applied. The Report of the

Senate Commlttee cn Rules and Administration states that:

"Loans to candldates or to political com-
mittees have recently been lnterpreted

as contributlions or expenditures. This
amendment iz Intended to eliminate that
constructicn so as tc permit national and
State kbanks to make loans pursuant to ap-
nlicable banking laws and regulations."
5. Beb. No. 92=229, 2 HUB. ECode €Caong. -§
Admin. Hews 1823 (1972).

The Senate Keport also stated that:

"Tegtlmony recelived from witnesses
was unanimously in favor of the granting
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of loans bv national or State banks if
cuch loans were made pursuant to appli-
cable banking rules and requlations.
This means that a bank shcould exercise
zound business judgment in extending
leoan privileges to a political candidate
cr committee in the ordinary course of
business and demand, where necessary,
certaln security or collateral 1In order
tc support a reasonable expectation of

payment 1In due course.” &2, Ren. Wo.
92-229, 2 U.8. Code Cong. & Adm News
1825-¥826 (1272).

~

The Supplemental Views of Senators Prouty, Cooper, and Scott,
contained in the Senate Report, make clear that the ordinary
bank lcan exceptlion is intended to insure that candidates of
moderate means, as well as weslthv candidates, have access

tc sufficient funds to organize an effective campaign:

L

[T]lne committee clarified the law so

that ordinerv bank loans could be ob
tained. The reason for this change is
obvious. No one wants a Federal elec-
tion law which, in effect, says that

only the very wealthy can run for

elective offlce. As a vractical mat-

ter, [t L8 ' 0fFten cessary for a candi-
date to porrow m in order to defray
immadiate and p ng campaign exvenses."
S. BED. O, 82— 25 E. B Eode Cohg. &

8 i

Admin. News 1858
Thls legislative historv indicates that Congress
adopted the ordinary nmank loan exception to insure the

availability of camraign funds to candidates through rea-

I

scnaoble porrowings, This excepticn, however, does not es-

tablish detalled criteria which bank loans must meet;
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instead, the exception is broadlv drafted to provide the

banks substantial flexibility in determining the proper terms
of a loan to a candidate. In this regard, it is significant

that the Senate Report states that the banks should exercise

"sound bhusiness judgment" in extending credit to candidates
Fon dgelts tealiNaERIca

The "sound business judgment" rule 1s a funda-
mental principal of corporate law which Insulates the good
faith declsions of corporate officers and directors from
challenge by shareholders and otnhners. As the court stated

in #Miller v. American Telephone & Telegraph Co., 507 F.2d
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"The sound business judgment rule . . .
expresses the unanimous declsion of
American courts to eschew interven-
tion In corporate declision-maklng if
the judgment of directors and cfficers
is uninfluenced by personal considera-
tions and is exerclised in good falith.
[citations omlitted] Underlying the
rule is the assumption that reason-
able diligence has been used in reach-
ing the decision the rule 1s Invcked
Eol s le pll=rapia

The reference to sound business judgement in the Senate
Feport Is a clear Indication that Congress intended the
banks to be free to extend credit on whatever terms deem-

ed approprliate, as long as such credit ls extended in gcod
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faith and not as an attempt tc evade the prchibition on
.
solltical eontributions.

The Senate Report is also particularly relevant to

this lnvestigation because it states that security for bank

loans need not always pe required. Instead, the Report states

that security should bhe recuired "where necessary . . . in

order to support a reasonable expectation of payment in due

course." Clearly, a lcan made wlithout such expectation, whether

cecured or not, would not be an ordinary bank loan. At most,
therefore, the existence of security is only one factor in

deterninatiaon of whether a bank (loan to a candidate Lis
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As noted earllier, the Commission's "reason to be-
lieve" letter criticized the Sasser loans crincipally because
they were unsecured. The letter stated:

"Ent view of the ‘exceedindly large amount
of the loans and the fact that they were

oA dlller considered whether the write-off of a debt for
communications services owed to AT&T by the Democratic
National Committee was a prohibited corpocrate contribution.
The analysis of the court is relevant nere because the same
statute at issue In this proceeding was considered and be-
cause the problem of corvorate write-offs is clocsely anal-
ogous tc the problem of bank loans, liller held that the
write-off was not prohibited unless it could be shown that
"the services were orovided with nc intention to collect for
them." Td. at 764. Similarly; 1t is clear that section 441b
was nct Intended to pronibit the Sasser loans unless it can
be snown that the hanks did not expect repayment,




unsecured, the Commission has reascn to
believe that they were nct made in the
ordinary course of business and are, there-
fore in violation of 2 U.S.C. §441b(a)

The legislative history to this provision strongly suggests

that criticism of the Sasser loans on these grounds alone is
unwarranted without a further demonstration that the banks,

when maklng these loans, lacked a "reasonable expectation

of payment" and intended, in effect, to make a contribution

te the Sasser campalan.

The facts presented in this proceeding clearly
demonstrate that the Sasser locans were made with a reason-
able exwectatlion of repayment. 'Most importantly, the Sasser
loans have been substantially repaid and in a relatively short
period of time. Although a total of $125,000 in locans was
made to Senator Sasser, this debt was outstanding for only
thirerlimon This,, SEronlly Gdig s Eeid ot obelr s 120, 9T 6 TSt faet,
standlng alone, strongly suggests that the banke' expectation
of repavment at tne time the loans were made was reasonable.

There are, however, numercus other facts presented
in tnis investigatlion which further suggest that the Sasser
loans were ordinary loans not 1lntended as contributions.
First, the locans to Sasser were documented in the customary
faghion and were made at the prevailing rate of interest.

Morecver, interecst related to the Franklin Rank loan was




collected for one year 1n advance. Second, other incidents
of a normal bank loan, such as credit life insurance, were
obtained by the banks making the Sasser loans. Third, the
banks examined Sasser's abillity to repay his loans and ob-
tained his financial statement and other information con-
cerning his income. The information obtained in regard to
the Sasser loans was comparable with the information usually
*
obtained from non-political borrowers.'/ EelgEthn tiicl S Eact:
that Sasser carefully controlled the disbursement of funds
to the campaign committee strongly indicates that he expected
to repay these loans and did not consider them to be contri-
butions.

In addition to these facts, particular weight
should be given to tne views of the applicable bank reqgula-
tory agencies. The Franklin Bank loan and the United
American loan were reviewed and were found to be in com-

pliance with applicable banking laws and regulations and suf-

Elclently eredit worthy to reguire poleEltlcism.

" The FDIC Manual states that "Lending errors fregquently

result because of management's failure to obtain and evaluate

proper credit information. Adequate and comparative finan-
cial statements, income ctatements and other pertinent
statistical support shculd be available." (Section H, page 2)
The examiner's reports did not criticize the credit informa-
tion developed by the banks 1in support of the Sasser loans
and, therefore, the information available should be con-
sidered to be in accordance with normal banking practice.




Although Federal hank examinations are conducted
for a purpose unrelated to FECA, thecse findings are never-
theless relevant to the Commission's inquiry., The leqgisla-
tive history of the bank loan exceptlion indicates that Con-
gress was concerned that loans be made only when there was
a reascnable expectation of repayment., This ls exactly the
test applied during a bank examination because the classifi-
cation process, Iln effect, represents the examiner's judg-
ment of the expectation that the loans reviewed will bhe
revaid. Thus, becauce the Sasser lcans were not classi-
fied, it may be concluded that the expectation of repayment
was high and there was nothing unusual about the loans to
warrant criticism. For these reasons, the loans tc Senator
Sasser were well within the ambit of the crdinary bank loan
excestion and there iIs no basis upon which to find that the

ligamns- viiclEiteds 2 WegL.2 . §44llib:

75

B. The Reporting of the Bank Loans, Although Mistaken,
fias Not A Violation ©Ff EECA Bnd No Sancticn I's
warranted Other Than amendment Of The Incorrect
Repor s

There 1s no doubt that the bank loancs made to
Senator Sasser should have apreared in his personal campaign
reports. The loans were intended for use 1in nis political

campaign. Although 2 U,5.C. §431(e)(5)(G)(1) states that
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such loans are not a “contribution," this provision requires
that they "shall be reported in accordance with the require-
ments of section 434(b)." For the reasons set out below, how-
ever, the failure to report these loans does not warrant any
action by the Commission other than obtaining correction of
Senator Sasser's personal reports.

As previously explained, the bank loans were not
included 1in the Senator's personal reports because Gary
Blackburn, the campaign committee's Treasurer, had discussed
the matter with Sally Bowen of the Federal Election Commission
ana had concluded that the loans were not reportable. It is
not surprising that this conclusion was reached. The report-
ing provision previously cited, which made the ohligation to
report bank lcans explicit, was added by the Federal Election
Campaign Act Amendments of 1976 and became effective on May
11, 1976, approximately two weeks before the United American
loan. Prior to this amendment, the law was confused; however,
it seems to have exempted such loans from the reporting re-
cgulrement.

Prior to the 1976 Amendments, the definition of
"contribution" 1in the reporting statute contained a number
of exceptions intended to make the items listed non-report-
able. 2 U.S.C. §431(e)(5)(A)-(F). Subsection (F) provided

thaitt o contibuElon didhnor tncludes:
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". . . any payment made or obligation
incurred by a corporation . . . which,
under the provisions of the last para-
graph of section 610 of title 18 . . .
would not constitute an expendliture by
sidGh gorporetlion o . . .

This provision incorporated the ordinary bank loan exception

into the non-reportable items listed in section 431(e) because

D
—

the benk loan exception was part of th
2

R[S NN

ast paraqraph of sec-

The law, »nrior to the 13976 Amendments, was suffi-
clently confused that the Federal Flecticon Commission's
"Campalian Cuide For Committees" published in June 197¢ iden-
tified the provision reguiring bank loans to bke reported as

**/
2 new provision added by the 1976 Amendments.  Thus, it is
not surprising that Gary Rlackburn inguired of the Commission

as to how the Sasser loans should be reported, and 1t is not

)

surprising that he recelived the wrong answer.

AW The Commission's "reason to believe" letter dated
September 22, 1976, suggests that by failing to report the
bank loans Sasser had violated 2 U.5.C. §434(b)(5) which
reqguires that "each loan" In excess of $100 be reported.
This provision existed in its present form vrior tc the

1976 Amendments. In light of csubsection (F), however, sec-
tion 434()(5), before the 1976 Amendments, could reasonable
have been Iinterpreted as applying tc loans other than ordi-
nary bank loans.

AN See page 1.15 of the Guide which states that "loans

made by banks in the reaular course of business doc not count
as contributions, but must be fully reported. This statement
is marked with a double asterisk indicating that the recuire-

ment was added 1n 1976,
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The fallure to report the Sasser loans properly was

an inadvertent error jointlyv made by the Commission staff and

the campaign committee's Treasurer. The fact that the Treasur-

cr incuired as to how to repocrt the loans demonstrates that
the mistake was not the result of negligence. The newness of
an explicit reporting recquirement and the confused state of
the law prior to the 1976 Amendments were the causes of this
FEEGE .

In addition, the circumstances surrcunding the dis-
closure of these loans durina the campalgn demonstrates that
the fallure to report was not part of a plan to nide the ori-
gin of loans to the campaign by Sasser. Shortly after the
slav 27 United American loan, Senator Sasser madc a full pub-
lic disclosure of his assets, liabilities and income for the
previous year., On June 23, 1976, Sasser nheld a press confer-
ence and released his personal statement and the first page
of his 1975 Federal income tax return. The statement was
identical to the statement vrovided the banks and showed a
net worth of $174,000; and, as previously noted, it detailed
in the liabilitles section the loan received from United
American. The press release 1is attached hereto and marked
el gl atiisie [y

Although the bank lcans were not listed in his per-

sonal reports, Sasser fully disclosed the existence of the
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bank loans made to him and their purpose. At the June 23
press conference, Senator Sasser was asked the purpose of the
$25,000 and he stated that the funds were borrowed to help

finance his campalign. This response was reported in the press

on June 24. A copy of an account descripbing the press confer-

D
0]

ence 1ls attached hereto and marked Exhibit I. Moreover, when

a
@D

inquiries were ralcsed by Sasser's opponent as to the source

D

cf the loans tc the committee, the Senater explained in a news
conference on July 30, 1976, that he had borrowed the funds

from the United American and Trecy City banks. Press reports
concerning the news conference are attacned to the Sadler com-

plaint. As the court said in United States v. Finance Com. To

Fe-elect the President, 507 F.2d 1194, 1197-1198 (b.C. Cir.

1974), "[s]ecrecy or openness in tne involved transactlion are

clear indications of guilty intent or its absence. Because
Senator 3asser openlyv described the source of the funds that
he loaned to the campalign committee, there can be no doubt that
the failure to report the nank loans was not the result of an
intention to evade the reporting reguirement.

The circumstances csurrounding the reporting of
these bank loans demonstrates that a repcrting error was
nade as a result of an honest mistake by both the campaign
committee's Treasurer and the Commission's staff. The error

was nelther intentional nor the result of negllgence. FECA




nrovides that such mistakes shall not be considered violations
of the statute:

"Wwhen committee treasurers and can-
didates show that best efforts have
been used to obktaln and submit the
informaticn rcculired by this subsec-
RO thc/ cshall he deemed to be in
comp 11: wiltn this subsection.”

2 .5 €. $434(b).

This provision was added to PLCA by the 1876 Amendments be-
cause Congress recognized that the statute was extremely com-
pmlex, that unavoidably revortina errors would pbe made, and that

candidates and treasurers should not be cenalized as lcng as

such errors were non~negligent and unintentional.

Secause Senetor Sascer and the campalgn committee's

Tteasurer have met the "best efforts" test, the Commission
shoulé not penalize Senator 3Sascer or the Treasurer for the

faillntel torepor't the bBank ipans. In order tolproperily sclar i fiv
what occurred, however, Senator Sasser should amend his personal

reports tce vroverlv reflect the bank loan

n

v, CONCLUSION

For 211 of the foregoing reasons, it is requested
that the mmission cenclude that ne Further action be taken

agalnst Senator Sasser or tne Sasser for Senate Committee
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with respect to the bank loans, other than to require Senator
Sasser to amend his personal campaign reports to properly re-
flect these loans.

Respectfully suobmitted,

.

Hiichael A, Nemeroff Jfo/
Sidley & Austin

1730 Pennsylvania Avenue, N,wW.
Washington, D.C. 20006

(&0 RN T 8 )

Attorneys for Senator Sasser

DAMED:  iRebrilary 280 E377
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JAMES P. AND MARY B. SASSER

(INDIVIDUALS)

UMAUDITED STATEMENT OF ASSETS AMD LIABILITIES

JUNE 14, 1976

ASSELS

t

Cash

Cash value of life insurance

Net assets of Mary Sasser's antigque businsss

Partnershlp interest in Goodpasture, Carpenter,
Woods & Sasser

Vested interest in qualified retirement plan

Residence, pledged on mortgage

Automcbiles

Personal property

Home furnishings

Investment in real estate

TOTAL ASSETS

LIABILITIES

9% note payable, unsecured, due June 30, 1976

6% mortgage, secured by residence (Annual
amortization and interest are $2,159)

Account payable and accrued expenses

Estimated tax due on 1976 incom= as of June 14,
1976

TOERL, LIABILITIES

EXCESS OF ASSETS OVER LIABILITIES

$ 31,785
4,152
6,754
50,000 (est.)
17,031
80,000
8,500
3,500
20,000
3,000
$224,722
$ 25,000
22227
1,500
1,800
$ 50,527
$174,195S
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= 12 Income othar than wages, dividends, and interest (from line 36) . . . . . . i‘: 57 323
13 Total (add lines 9, 10c,11,and 12) = . . . .+« v v e 4« e « o <} 13 L% s
14 Adjustments to income (such as “'sick pay,”’ moving expenses, etc, from line 42) ., | 14 j/ ')(‘)Z
(1P b2ss than S? €30, 2% pi¢s 4 o In- R - —
15 Subiract!lineg 14 from'ine 13 (Adjustad Gross Income) srycises on “Careet tacams Gomgt *) 5 RIS,
o It y’ou do not itemiza deductions and line 15 is undar 515,000, find t2x in Tables and entar on .ine 1823,
O Il you ltemiza daductions or line 15 is $15,0C0 or more, 2o to tina 43 to fizure tax.
d CAUTION. 1 you havs unzarned incomse and can be claimed as a dzpandant an your pareat’s retzrn, chack hare = D'Jnd s2e pagze2 7 of tastruction:

Please attach Copy B of Forms W-2 here |

—

Please attach Check or lioney Order here)

16a Tax, check if from: Tax Tabies b’] Tax Rata Schadule X, Y, or 2
v |_| Schedute D '__j Schedula G_| OR [_] Form 4725 | 15a 9992 _4
% " b Credit for parsonal exemptions (muitiply ina 6d by $33) . . . . . . . . . D))
S- ¢ Balanca (subtract line 16b from lina 16a) . o H 5 A oD a9l o T c c 2798 :
o | 17 Credits (fromline@4) . . . . . . . . . . . . ... L. .. 17
S | 13 Balance (subtract line 17 from lins 16¢) . B e j
o | 19 Othertaxes (fromlineS3) . . . . . . . . . . . . .. L. 19
S | 20 Total (add lines18and 19). . . ey S SR .- . s o
E 21a Total Fedaral income tax wnhhgl(gur?u:zm?..n!“:"::..a . 21a /50 2 7,5;,,,,/,,,,,;” 2 i
= b 1975 estimated tax payments st from 1974 return) - gur..?."':.m{;’.'_,‘:':,:,':‘: f.,:’,,:': 4
R c Earned income credit 7 < :;}'E,‘ e
£ d Amount paid with Form 4853 . . . d L R Rt Jojintecnal
e Other payments (from lire 67) . A €
22 Total (add lines 21a through e) I
3 23 liline 20 is larger than line 22, enter BALANCEDUEIRS . . . . . . .
S .::" {Chach harp = LW form 2219, Form 2210UF, of statament is 3%0a:Ned Sce Saie 3 4f Iasluiliang)
8% 24 Itline 22 is larger than hne 20, enter amount OVERPAID . . . . . . o . . D= 24 =8 —
S| 25 Amount of line 24 to be REFUNDED TO YOU <4 . T - . > | 25 } ‘
= S| 26 Amount of line 24 to be cred: ' l Vol auarasment Ghns Tar e e A
C ited on 1975 estimated t2x. > | 25 ;,. ,,'ffvm‘f{‘_.g', 2 2imboelng eniry oniins 2
Uadar pinaitias of parpury, | declare (R0 3 Nase evaninzg tars selomn, 10Lladidg 2003 D ungin,: s Neluren 23l 1330 2l c! My kadeings and :.4..;
19 Uua, casfecl, and caniplela, Oalanalion ol pregaier (ilier Liwn m,.., 1) 4h D02¢3 21 11 10luEnaii.e o) whieh ;..,uu 41 33y _deeledge
Sian | ) . AUPR 15 1
=y (2 >'“' TR Gaiie Piosaier s S.iadiwie (wined (lan u-;;‘-n c
BOERMER and KRAFT €2 0%
bm&ﬁ?rﬁﬁx‘w TBOIIT Musl 31gn aven 1t onlg are Nad I3 S R S R O e e E O e =S 5 )
SUITE ot 4% VARD S RO
L SNER bl O e i g 37205




(IMDIVIDUALS)

ONAUD LTED STATEMENT OF ASSETS AMD LIASILITIES

JUME 14, 1976

ASSETS

Cash - $

Casnh value of life insurance

Net assets of Mary Sasser's antique business

Partnership interest in Goodoasture, Carpenter,
Woods & Sasscr ' :

Vested interest in qualified retirement plan

Residence, pledged on mortgage

Automobiles

Personal property

Home furnishings

Investment in real estate

TOTAL ASSETS .

LIABILITIES

9% note payable, unsecured, dus June 30, 1976 S

6% mortgage, sa2cured by residence {Annual
amortization and interest are $2,159)

Account payable and accrued expenses

Estimated tax due on 1976 income as of June 14,
1976

TOTAL LIABILITIES

EXCESS OF ASSETS OVER LIABILITIES

31,785
4,152
6,754

50,000 (ast.)

17,631
80,000
8,500
3,500
20,000
3,000

25,000

D2, 20
1,500
1,800

$224,722

& wa ggy - |

$174,195
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XSS YO ¥iall
U35 SIamaeayy A o child in nunal ey
gl Wed Tenneswee T leame f
g cd that hard work and 14’_"‘
dedication e the cor- ey
nerstones of success. ]
From my father, Ralph
Sasser, who served for
many years as Dircctor
of the Tennessce Soil
Conservation Scrvice, 1
learned that public = N 5 . . :
service is a public trust Tax Reform. “Our tax laws place an unfair burden Lconomy., “We cannot continue wiil: the pros—
e Morg, Goan sl Kl + ++ B (rust that must on middle and lower income familics. We must policies of high inflation and high vnemployn.
’ never be betrayed. remove this burden. Tt will not be casy as the We must cut wasteful govermnental spendin
These lessons, leamned carly in life, made a special intercsts  will fight comprebensive tax reduce cxcessive interest rates and ensure th
great impact on me. As the father of two young refonn cvery step of the way . . . but it must be every American who wants o work can find
children, T am deeply concerned with their future, donc.” job.”
I want thon to have a governnent that waorks
:mr(l ‘fur their interests . . . a government they can Education. j'(gll:\“.ly ‘cducn(ion is morc. than im- Cringe "\Vhep people are bl %u dowwe the
e proud of. portant . . . it’s csseutial. T favor removing cduca- '
We have a government today that caters to tional respousibilitics from the Department of d(.)(;r unlocked, or’nfrmd o e cligle m.(‘c"'
the special intevests, the burcaneracy and a wealthy Iealth, Edueation and Velfare and creating a siglit, thei s’omethm{; sl DR o i
cconomic clite. My opponent has been in Wash- cabinet-level Department of Education. We must must have increased assistance tod - trniniog
ingtan tor 14 years, He has been incffective in his also find new sources of funds for local scheol loeal law cenforcement agencies ad a system
representation of the prople of Teunessee., ITe has systems (o be used as they wish to use them.” swilt, sure justice.”
neglected our interests while seving the wealthy
and powerlal, Senior Citivens, "1 believe every  Amcerican, re- Covernment Efficiency. I heliove we have e
I seck clection to the U, S, Senate beeause 1 gardless of age, Tas the vight to assume a vital role enough of burcaueratic ineflicicr.cy. Jimmy Cugl
],(-lit-‘r(- we can have a govermment that s hard- in our soc.'icly. We mast insure an ;\dcqunlc income has promised to make government wore cffic
working and just .. . a government we can be RhawatiEuTEI, paie yadinty At ]n?vs I will work with him to make suere we get a dallr
pioud of. and proteet the solvency of the Social Sccurity i - ) N .
i worth of service for every tax dollir collected.
I want to go to Washinglon to help a new Systenn.
Demouratic President straighien out the bureau- Agriculture, “Famers deserve a sensible, sial
cratic mess and help 5 ; T o
TR S T sy T agricelteral palicy that \\-‘1{1 net wdoriact el
government to the plans with a saics of confused policy decisic
people, [romn \W.ashinglen, Now is the time to reste
;; { camol promise lo covfidence m ouwr national favm policy, \We nn
, return singlehandedly also increase the inheritance Gix excrption so
C povernment o the don't lose the family farm.”
people, bhut [da promise
to try, I will work my Housing.” “Interest rates must be losvered and t
hardest to serve your tax credit for home purchases prosconved. Und
interests effectively and the present system only one out of tiree America
responsively” can afford a homo.”
ot SIS hcey b =3 Yt R et gy gy et s age p
L]
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Name : : . i ' = l
A TRACY C!TY. TENNESSEE . : 99 s TR P

e G e
(SRS

DUEDATE____
NOTE NQ e

Aftar cate, for value received, the uncdarsigned Mn\éer(sh {if more than one, jointly and suvorally)
B ekt oVt SR RO ROl THE FiRST NATIONAL BANK OF TRACY CITY A
AT ITS BANKING HOUSE 'N TRACY CITY, TENNESSEE ‘

PAYMOANT LATLOLD

i
|
i
iTO
]
|

S NI EN : i =0 Sn e (an PERCENTAGE
SLUO,L/O\)-()O S . y$ e P$Au‘~,-—~--.-'s'- Y ’S SEESh S E\S"J(.'/Q'.u?wi(“) "IATE R/

O Thisioan s unsecured T Thislcan it secured by 8 Steutity Agrusmant dated 19, The Securny Agres

o 1k v s o arned 5 . ¥ I TO = . 1y
Oﬂo} hun‘ll Ud 1. ]\.Ox.'.éu‘l‘.:\ &Hd ]AO‘/.}.UU-"”"""‘O*-V---—n—-n-t--v-np-n—m-ﬂn——---v—n-— DOLLA HS
)i . ik 3 —_— 1S
with interest thereon from wlats until fully paid, at the rate of 9 per cent perannum, _ RENEWAL CF NOTE
or_domand : vo =
Irspi BB a e Croust Lite & ACciuv. Lo 18200 it 28
vOCluNIely 3ND NOY tefu 1vi Jo7 L1ed
PROCLECS | FILING FEES |COMPUTER FEEF AMOUNT FinancED | FINANCE CHARGE TJ TOTAL OF PAYMENTS ,ANNUAL OC/utn coMuS o
‘;

% b BT IRl ST TH § e e
1O 0D0 000 ANLT senie i cueet

| #3901 ndicated suove
i

FY. R 4 B-awre

AN wil) gy

tuture or other indebtedness, cover alter acavired property, snd cover the following colialerel: 1 SIGNED
1
i DATE

Al the NOIdArs QP LGN, 1R NDTE Mgy DECOMaA tMNiediaiely due #nd Pavavle (Or 1NV eNLire WND8IT PHINCILAL DIvs BCIved IN18788L WIILQUI NOI:d uPONH 1P2 CC2a’uey OF aly OF 11y 1QHGy r G @veniy A0y “2'as tan 1ms
Goyinent Of 1Ny NGIY, 1NQ terMs Gf CQNLITLINY G BNy 10CU Ly B3 IINANL, CINECE NULES, UIASF QLHJINITAL, OIRUE IILTUMENTS, SR BSrIEMAENts NErC1ofLIV. COnturigntiy O Lyredf1er Givin 10 ! M0 Ly hetuer mutest ' Ana
ng'der n of duarmns el Cure, 07 il thare 'y such s change in tha ccndit on of ytta 11ABNACidl Gr 3TN0 N ive OF gy MInar, CO Myner, $0J0M481, bofTly, C7 Su) T ANAL N (Pe NUIUVIE OBINGNA CIUEIY L ua

Eacty mange, O Maker, enUOrsdr SUrcly MU QUEILNIQY Ners0! (OINLY AND fuverslly 85008 10 Buy N1 A3Te 87C Judranteet LayMent harud) ond Waived U MerG. S 0WWNAIA@ATL 0751eYl 8NT AOLICY S Ui.Al ¢ Jng vEnieniy
10 ory €ALBNIONE 40U 1078 4,0's FEre0! WilNOLL NQLICE, aNT CONIENTS 10 Ty 4 43k By 1he RO'UE! NEruG! with 3f AINOW! CCRIIUBIIt 0N Of @iy O 1M/ BruU aJray 100 A’ 87 O7 81 40y Lin@ e 11 L AL Fun 0ns o 1T
notuer hareot may without 1o1.co, setolt or cnargs tha note G3NLL 8Ny CANR J.COUNT QF OLhU? wCCOULN! LREN MPINIANEY Uy 2Ny OF 1hein witn the noluer nered! 00 1run gty laeBl iy 3 tnem dnd 1Xa F giuws Neau!
4N L0 DAY ANY AG1ICONCLY, 81U Jg881 10 Cute Cf ariy Cetouil (O DAY 4/l COSIE QF CCCIt1ONS, INCIVULING 1¢ 30N AL C Q1T NaY's [Cay ¢V inge! 820 enves,

By signing Luiow thy Naneris)/Dorowers) $:3074) Thi NOME. €1C 810 ACAFPOW CUJI NI *0CIDt Of 0 COPY MergQ!t ©°1 11 NCE51 C° Tute

o 4 ol T, b W =ty LD Ny gy ) . . el T =
ADDRESS t"-)?-? n ‘*llf’ Lore EL\“-:'d ‘{d':'-“/il A C_;{_‘%_;,_J/le.‘a’ BONROWETRIY) CGPRY
£ 4 . -
MONEY = Gy NRBFER O U o 1
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PURCHASER'S tranklin corniy baxk

B’.38%
RECEIPT COWAN, TENNESSEE 37318 L
PURCHASER
July 13, 1976 No. 3582

‘ llCNA_qu' .
PAYABLE To First Nutic?nal Bank Tracy City » . $100,000,00 .
AR L gty ity St 18 1:":",1 f“,‘.‘ VTTS

AR ;B Vi g et e "t
G ol [THEM

DOLLARS

‘ } / \ N
\ky o - " '
i PURCHASER'S\RECEIPT--NON-NAGOTIABLE
C'A ST E RS Choay o 1y ) = \ AUTHOKIZED S1GNATURE
\ |
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NASHVILLE, TENNESSEE 37219

z
&
2
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825 000 00 Nashville, Tennessee July 16 19_76

On Demand .

proMIsE TO PAY To THE ORDER or UNITED AMERICAN BANK

* X ;£ \ * K X
LA Twenty five thousand dollars

g

DOLLA

AT. % INTEREST.

e h& AFYTER DATE, FOR YALUR RRCRIVED, ! OR WE, JOINTLY AND SEVERALLY,

3

AT THE OFFICES OF SAID BAMK 1N DAVIDSON COUNTY, TENNESSEE, WITH 108 RATE OF INTEREST AFTER MATURITY UNTIL PAID (F TMIS MOTL IS COLLECTED BY AN ATTORMEY, BY SUIT OR OTWERWISE,
)

WE AGREE TO PAY ALL AYTORNEY'S FEES AND COSTS OF COLLECTION (T 1S AGREED BY MANERS AND ENDORSERS HLREQOF THAT DEMANO. PROIEST AND WOVICE OF FROMST OF THIS PAPER AME X
PRAESSLY WAIYED AMD THAT MOLDER MAY GRANT AN EXTENSION OR EXTENSIONS Of THE TIME OF PAYMENT OF THIS NOTE QR ANY PART THEREQr TO IHE MARER WITHOUT RULEASING TML LIABILITY OF
ANY OVHER PARTIES SECOMDANILY LIABLE WHO WER(BY EAPHESSLY WA(VE NOTICE OF ANY EXTENSION OF TIME ANO RECOURSE AGAINST WHOM IN SUCH EYERT 1S EAPRESSLY RESERVED BANK SWALL
WAVE ALL THE RIGHTS OF A SECURED PARTY UNDER THE UNIFORM COMMIRCIAL COD{ OF YTUNNESSEL N THE EVENT OF BANMRUPICY. ATIACHMENT INSOLVEMCY RXICUTION SUIT, OVIRDMAIY.  ANY
REPALSENTATION DR STATEMENY MADE OK FURN'SHED TO IME UAMN Ay OR UM BfHMALF OF UNDIRSIGNIO PROVID 10 MAVE HKOEN FALSE 1K A
EYOXT WHiCM RESULTS IN THE ACCLiERATION OF TME MATURITY OF IHE INOLATLONESS OF UNDEASIGNLO 10 OTHERS UKDIR ANY I8OENITY
TLRAMINATION OF EXISTENCE, BUSINESS FAILURE. 'NABILITY 10 PAY OIATS AS 1LY MATURE, APPOINIMENT UF CIVER  ASSIGNMENT O
PROCRESING UNDER ANY BANRRUPICY OR INSOLYENCY LAWS BY OR AGAINST UNDERS GNED OX ANY GLARANIOR O T3, 10R UNOLHSIGY
THEN THE BALANCE MAY BE DLULARLD AND TREATED AS DUE AND PAYABLE AT ONCL WITHUUT NOTICE

R UNDIRIARING  DEATM,  UISSOLUTION
F CRILITDRS  COMMENCIMENT OF ANY
K OAY ANY ViWE DLEMS ITSELY IMSECUAL

FORM 5201
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EXHIBIT D




After the November 1 note wacs replaced by the
January 30, 1977 note, it was returned to the borrower.
Although we have searched for the note, we have not been

able to locate it. We will make it available, if we find

ek
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EXHIBIT E
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FRANKLIN COUNTY BANK

COWAN, TENNESSEE

LOAN PARTICIPATION CERTIFICATE No.
$ 25,000.00
The undersigned, FRANKLIN COUNTY BANK, COWAN, TENNESSEE, - ¥
has received from United American Bank of Nashville

the sum of Twenty Five Thousand and No/100 ———

dollars_'

in payment of a participation for a like amount in a certain loan of

One Hundred Thousand and No/100 e

dollars .

made by the undersigned to James R. sasser

ezl | 3

(hereinafter called the Borrower) under date of June 11, 1978

payable _0On Demand or June 11, 1977 : with interest at the

rate of 8% % per annum, payable * At Maturity ey

__‘secured by: Signature .

B8 il O

‘ e In allotting participations to its customers and others in: . ¥
i‘ " loans r:de by it and in the handling of such loans and any collateral
security, including substitutions or withdrawals of collateral with or:

. without reduction in loans, the Franklin Countv Bank, <owan, Tennessee.

; endeavors to exercise the same care that it exercises in the making and

: handling of loans for its own account, but it does not assume further
responsibility. It is also understood that the Franklin County Bank,
Cowan, Tennessee may, in its sole discretion, mc 'ify or waive any of the
terms of any note or loan agreement evidencing such loan, and it shall be
under no responsibility for the performance of the borrswer's obligacions,
or for the validity or sufficiency of, or title to, any collateral or
for failure or delay in exercising any rights or powers vossessed bv it.
It is also understood that such allotments and the handling of the loans
and collateral are for the account and risk of participants, ané such
participations may not be subdivided or transferrred without the consent
of the Franklin County Bank, Cowan, Tennessee. Money of borrower on
deposit, which Bank may lawfully use as a payment on this loan will be
divided pro rata among participants including Bank, as their interests
may appear. .

In witness whereof, FRANKLIN COUNTY‘BANK, COWAN, TEMNNESSEE,
has caused its corporate name to be hereto subscribed by its duly

) authorized ocfficer on the day and date first above written.
¢ : 3 //zrfff‘[ el
ASUTE Sl e :
& \ TRANRLIN COUNTY BANK, COWAN, TENN.
i A 5

i
4

President

ACCEPTED:

X ~ ) . A : -
@ N QM A Qﬂvgbi/ A , t "

=

8 {l / N B ,!‘\ =1 k
July /(o , 1976 (BB ’,J'\\M/ Q“’D\f(’//*zzb&b S
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'FRANKLIN COUNTY BANK

COWAN, TENNESSEE

LOAN PARTICIPATION CERTIFICATE
$ 10,000.00

The undersigned, FRANKLIN COUNTY BANK, COWAN,.

G L B

Firat Mational Bank of Livingston

" has received from

the sum of

A f. fjﬂﬁ \f
Ten Thausaad § No/100 dollars " -

-in payment of a participation for a like amount in a certain loan of e

One Hundred Thousand & No/100 e lare

made by the undersigned to Jades R, Sasser

(hereinafter called the Borrower) under date of June 11, 1976

S

"payable __ on nenand

_rate of 8% % per annum, payable At Maturity

secured by: ' O S
i 7 .. signature e T e R T

In allotting participations to its customers and otherS‘in SE
1oans made by it and in the handling cf such loans and any collateral.

security, including substitutions or withdrawals of collateral with or’
withent redustion in leans, the Pranklin County Bank, Cowan, TChnéssca

...... -0 Cuuuu! Sank, Cowan, Tcnnésscea, -
endeavors to exercise the same care that it exerciszes in the making and.
handling of lcans for its own account, but it does not assume further
responsibility. It is also understood that the Franklin County Bank, . B

" Cowan, Tennessee may, in its sole discretion, modify or waive any cf the |
terms of any note or loan agreement evidencing such loan, and it shall be
under no responsibility for the performance of the borrower's obligations,
or for the wvalidity or sufficiency of, or title to, any c<ollateral or
for failure or delay in exercising any rights or powers possessad by it.

It is also understood that such allotments and the hancling of the loans
and collateral are for the account and risk of participants, and such
participations may not be subdivided or transferrred without the consent

..of the Franklin County Bank, Cowan, Tennessee, Money of borrower on ey
.deposit, which Bank may lawfully use as a payment on this loan will be

divided pro rata among participants including Bank, as their interests i
may appear.

In witness whereof, FRANKLIN COUNTY BANX, COWAN, T
has caused its corporate name to be hereto subscribed by it
authorized officer on the day and date first above written.

FRANKLIN COUNTY BANK, COWAN, TENV.»

BT 0 s L SRR oy _Aodcn D LSk TS

Presxdent

' ACCEPTED:

Zilfc (PP

July /7 , 1976
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FRANKLIN COUNTY DANK

5 COWAN, TENNESSEE R
\ A
I
ey
LOAN PARTICIPATION CERTIFICATE Mo . 3l

$ 15,000.00

The undersigned, FRANXLIN COUNTY BANK, COWAN, TENVESSH_,
has received from C. & C. Bank of Knox County
the sum of Fifteen Thousand and N0/100 —————ommom e dollars

in payment of a participation for a like amount in a certain loan of

On2 Hundred Thousand and No 100 ———mmw oo oo dollars

made by the undersigned to Janes R. Sasscr

(hereinafter called the Borrower) under date of JUME 11, 1976

payable On Demand — with interest at the

rate of 8% % per annum, payable 2 At Maturity

secured by: Sigratuse e

In allotting participations to its customers ané oths

rs in
loans made by it and in the handling of such loans and any collazeral
security, including substitutions or withdrawals of collataral with or
without rcduction in loans, tite Frankiin County Bank, Ccwan, Tennasses,
endeavors to exercise the same care that it exercises in the making and
handling of loans for its own account, but it do<s not assume fuvther
responsibility. It is also understood that the Franklin County Dank,
Cowan, Tennesse2 may, in its sole discretion, modify or waiva any of the
terms of any note or loan agreement evidencing such loan, and it shall be
under no responsibility for the performance of the borrowar's obligations,
or for the validity or suf:icie1cy of, or titls to, any ccllateral or :

for failure or delay in exercising any rights or nowers possessed by it.
It is also understood that such allotments and the handling of the lcans
and collateral are for the account and risk of participants, and such .
participations may not be subdivided or transferrred without the consent
of the Franklin County Bank, Cowan, Tennessee. Money of borrower on
deposit, which Bank may lawfully use as a payment on this loan will be
divided pro rata among participants including Bank, as tha2ir interests
may appear.

In witness whereof, FRANKLIN COUNTY BANK, COWAN, TZMNNESSEE,
has caused its corporate name to be hereto subscribed by its duly
authorized officer on the day and date first above written.

FRANKLIN COUNTY BANKX, COWAN, TENN.

by (&\J\,\—uq //\,( o5 ‘)‘

President

ACCEPTED:
7
<1quciA}~0v' \é)ksﬁﬁvaxy/

July b, 1976




FRANKLIN COUNTY BANK

COWAN, TENNESSEE

LOAN PARTICIPATION _ERTIFICATE No. 32

$ 15,000.00

The undersigned, FRANKLIN COUNTY BANK, COWAN, TENNESSEE, .

has received from C. & C. Bank of Union County

the sum of Fifteen Thousand and No/170 —-

in payment of a participation for a like amount in a certain loan of

One Hundred Thousand and No/100 - —

doilars

made by the undersigned to james R. Sasser

(hereinafter called the Borrower) under date of JunelICIN oo

payable On_Demand with interest at the
rate of 8% % per annum, payable At Maturity
- gecured 3
i = Signature .
2L Lo
In allotting par H5i90s to its customers and others in

it

-9

“'loans made by it and in

!the hand?‘ﬁﬁ}of such loans and anv collateral

security, including sub tutons ®tf withdrawals of collateral with or
without reduction in loggfg, h2 Jin County 3ank, Cowan, Tennessee,
endeavors to exercise t éame,zave tﬁ}z it exercises in the making and
handling of locans for it ,pur acraunt it does not assume further

responsibility. It is alsébuzﬁer§ﬁoo :Ha* the franklin County Barnk,
Cowan, Tennessee may, in Ltagsq}e cxa;

terms of any note or loan agzsﬂmert evicencing such loan,

r-,_
or

ot

and it shall

dollars

ion, modify or waive anyv of the
be

o S R

5 o

under no responsibility for tﬁé‘qu;o*ﬁance of the borrower's obligations,

or for the validity or suf fficience”of, or title to, any collateral or
for failure or delay in exercising any rights or powers possessed by it.
It is also understood that such allotments and the handling of the loans
and collateral are for the account and risk of partic<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>