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David L. O'Mara, Jr.
9910 Portsmouth Road
Manassas, Virginia 22110

(W): 703-790-0410 ,

May 7, 1986

General Counsel
Federal Election Commission
999 E Street Northwest
Washington, D.C. 20463

Dear Sirs:

Mr. Harold Goode, former treasurer of the Howard J. Ruff Political
Action Committee (RUFFPAC), informs me that I may have unwittingly
been party to a transaction that violates federal regulations
governing political activity. Specifically, he believes I may
have helped effect a corporate donation to a political action
committee. Mr. Goode says he discovered this transaction during
an inspection of past RUFFPAC FEC reports. I write at this time
to state the facts of my involvement in hopes that I can avoid or
minimize any fine or punishment for these past actions.

C On or about September 25, 1985, while employed as marketing
director for RUFFPAC, I informed the controller, r. Bill Jacobs,
that we needed to pay postage immediately for a sizable mass
fundraising appeal scheduled to mail in a day or two. I, in turn,
was relaying information given to me only a few minutes earlier

- by a representative of Anne E. W. Stone & Associates (ASA), our
direct mail fundraising agency. To the best of my recollection,
the amount was slightly less than $9,000.

Jacobs came to my office a few minutes later to tell me there
was insufficient money in RUFFPAC's checking account to pay the
postage, but that this was no problem since he would "Just have

C to juggle some funds around from American Heritage Centre."

According to Mr. Goode, American Heritage Centre (AHC) is a
for-profit corporation registered in the state of Delaware and
Neal B. Blair, RUFFPAC's president, was co-owner of AHC and
Jacobs one of its principal officers.

Jacobs said AHC would loan me $3,000 and that I in turn would
loan this amount to RUFFPAC. Corresponding repayments would be
made when sufficient donations from the mailing were received.
Jacobs said Blair and he would be involved in similar transac-
tions to raise the full amount.

I asked if everything was "okay" with this scenario, meaning
any applicable federal and/or state regulations. Since Jacobs'
duties required an expert knowledge of such laws, his quick
positive response and casual manner assured me nothing illicit
was involved.



I would also like to point out that less than three weeks

Blair shk ne by flying into a raving tantrum when I re-
word from ABA that one of our fundraising appeals would mamii rwe
days late. Despite the fact that he had previously descr~boe
performance as "outstanding," he threatened to place me on 'ba
tion" if the missed mail date was my fault. Though he neve had
cause to carry out his threat, I felt extreme pressure thereafter
to cooperate with any actions within the bounds of the law that
helped assure timely mailings.

Later that day, Jacobs returned to my office with a $3,000 check
from AHC payable to me. As Jacobs instructed, I wrote a personal
check to RUFFPAC for $2,950 and deposited the AHC check into my
account. (When I questioned the discrepancy between the two
amounts, Jacobs said "it shouldn't be too obvious what's happen-
ing." This was my only indication that something might be
improper.) I promptly forgot about the entire matter.

Approximately a month later, Jacobs very briefly reminded me of
it and asked me to "sign some papers" and a check that he said in
effect would tie up loose ends. I was even less concerned with
the details of the transaction than before and Jacobs offered none.

A few days later, an accounting employee produced two papers, one
of which I signed and the other I kept. I also signed a personal
check for $3,000 to AHC. She returned with a copy of the paper I
signed. This exchange must have taken place on October 29, aince

04 that is the date on my check.

C Enclosed is a certified copy of RUFFPAC's FEC report of Decmer
31, 1985, which shows my loan of $2,950. I also enclose Copies
of the repayment receipts from RUFFPAC and AHC.

One other possibly mitigating circumstance is Mr. Goode's wafn-
tion that conduct of this nature was commonplace at RUFFPAC awd
that a review of RUFFPAC's financial records would reveal seveal
such transactions. If this is the case, I may have been one of a
number of participants in other such actions who were misled,
unintentionally or otherwise, by Jacobs and/or Blair.

I swear that the above statements are true and correct and that
if I did anything illegal it was unintentional. I will co te
in any way possible to e ve this matter.

David L. O'Mara, r:.

Signed and sworn before me on this day of 'I198,6.

My Conmission Expres Decenbet 22, 1984
Notary Public
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October 29, 1985

Ruff Political Action Comittee
11244 Waples Mill Road
Fairfax, VA 22030

Dear Sir:

On September 25, 1985 I contributed $2950.00 to
Ruff PAC. I an now requesting a refund of this contribution.

Thank you for your iinediate attention to this matter.

Sincerelya

C0



October 30, 1985

Payment of $3,000 was received today from David L. O'Mara

for interest free loan made on September 25, 1985.

11244 s M Rood Suite H FaW ftXVld 22030 (703)38-3116
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Did Eagle Chief Feather Nest?.

By R buinim sh

An internal audit conducted Wat
spring at the Ruff Political Action
Committee (RuffPAC) and Free the
Eagle (FTE). two conservative org-
nizations in Washington founded by
investment adviser Howard J. Ruff.
found that 1202187 in checks made
out to or for the groups' president,
Neal B. Blair could not be explained
as salary. loans or business expenses.

The audit was requested by Jeffrey
J. Carneal, at the time Ruff's special
assistant, after his own investigation
last spring concluded that financial
controls are a "serious problem in the

ganization," as he wrote in an April
7. 1985. memo to Ruff.

Carneai's memo-which was sat
under a cover letter that stresed that
the report for FTE's board "obvlomns
... will be written a little differ-
ent"-also raiied questims about a
chak drawn on FTE's bank account
to pay baick taxes owed to the Ind
Revenue Service (IRS) by Mir

elairs bome mof a televbion, vum
cme recorder and -Id cow
perw purcmed by FTM uhado pw
chde of e piv va as c-p I
can by Blair and th-eheut via
predet Mark J. SUeddesi. whO bus
sis left the groups to jam anathbr
Ruff compay.

The audit also raised questions
about the apparent d
Blair's 1984 income to the IRS and
cocluded that the orauaiom mf-
fered from "an aben of inernal
controls" over money.

A former official of the orglamn
tion, who asked not to be identified,
said he had recently been iteviw
nmre than once by IRS agents investi-
gating whether FTE's me of funds
should cause its tax-exempt status to
be revoked. An IRS spokesman aid it
is its policy neither to confirm nor
deny investiptions.

Last November, Blair produced ad-
ditional receipts and expense claim
and William T. Jacobs, FTE's vice
president for finance, administration
and marketing, produced calculations,
claiming to show that Blair was owed
back salary by the organization. In
internal calculations, those sums were
offset against the unexplained bal-

aca from the audit. Blair then
signed a document aserting that the
bulk of the remaining unexplained dis-
bunrements-S164.272-were busi-
nesexpenies though no receipts were
available to justify them, according to
Jacobs and an internal FTE docu-
ment. FTE's board tentatively ac-
cepted that explanation of the mon-
ey's use at a board meeting last
November and is expected to give
final approval in April, Jacobs said.

The rest of the unexplained money
was awarded to Blair as a bonus.

In an interview, Blair said that "if

expenses were even questiomab, they
would not be charged" agains FTE or
RufTPAC. Of the unexplaied dis-
bursements, he said, "We had year
and years and years of expem."

Carneal's investigation last spring
was prompted by a March 8, 1985,
letter to Ruff from Harold Go&s the
group's accounting controller. who
had been fired a week earli after IS
months on the staff. Gonde M he
was fired without expanation. Jacobs
said Goode was let go became of
.personality conflicts" with Blair and
Stoddard.
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Gode, who had written earlier in-
ural memos complaining of the lack
of fanci controls and the use of
funds, wrote Ruff that "Blair and
Mark J. Stoddard.. . are running
FTE as if it were their own profit-
Waking company, which could jeopar-

SFTE's [talx exempt statis (sic)."
After summarizing these issues,

Goode wrote in his letter to Ruff: "I
don't know how you feel about FTE's
contributors but I know how they feel
about you. I've read their letters. They
admire and adore the man named
Howard Ruff.... However, I'm sure
that if they knew how their donation
was really being spent, the cash flow
would dry up real quick."

Copies of the audit, the results of
Carnarls investigation and Goode's
letter to Ruff were obtained by No-
tkal Joural.

RufFPAC was the eighth-largest
PAC in the 195344 election cycle,
with receipts of S3.7 million. Ruff.
who became well-known in the late
IMlt as a financial adviser who urged
investors to put their money io goId,

eadd FTE in 1930 to lobby on
heha Of comervative ecmomic ad
- pici. The gru had rve

m of S3 milion in 1954, virtually aN
in ritu-tm from the public, so-
csn to its IRS fiing.

I eiion to the $202875 in une-
plained payments, the audit last
q-g heed that from the time the
gaepe began operating in mid-1950
throgh 1964 thperid cover by
the audit, Blair had accumulted:

The audit concld
tAt Free the Eagle

and RuflPAC suffered
from "an absence of

internal controls" ever
money.

S25.911 in "apparent business ex-
penses". $31,195 in audited buness
expenses; S253,97 in salary, and
521,316 in loans -for total disburse-
ments of at lean S535,264.

The internal auditor, then-FIE con-
troller Girard T. Broaddus, wrote in

I

notes attached to the audit that be-
cause the groups' records were "in-
complete'" with many "checks and
source documents... missing," the
S202.875 in unexplained payments
was the "minimum amount" that had
to be explained. "The recor have
been kept in such a manner that pre-
vents completion of an accurate au-
dit."

In an interview, Ruff said that "all
of the allegations concerned me very
much. But... in my opinion, all of the
major imues were resolved to our sat-
isfaction. Either the information was
incorrect or there were good reasons
for what had happened. And every-
thing was taken care of very responsi-
bly by Mr. Blair."

The major effort to review the alle-
gations came several months after the
audit was completed. Last November,
FTE vice president Jacobs called in
Broaddus, who had left the organize-
tion in June 1983, to "see what could
be done" about the unexplained die-
bursemems, Brouaddus said in an inter-
view. "We went through the thin&
and we areed that nothing cmd he
d e-becaue no oue knew where
that moey went.... "

But at Jacobs's insistence,
BrnAddus said. the two Prepare a
docume for Blair to sip nring
that the unexplained funds were busi-
new xpme

Fast they e through am cal-
culatiom that reduced the amount un-
accounted for. According to the
worksheet, the accountants started
with an of the moey the audit found
to have been disbursed to Blair over
the past four-and-a-half-years-
$535,264. From that they subtracted
all of the audited and apparent busi-
ness expenses Broaddus found in his
audit-S31,195 and 525,911 respec-
tively.

Then Blair produced another
$7.212 in receipts on Nov. Il, 1985,
according to the worksheet, and those
were offset against the total. Blair also
claimed to be owed payments for
housing expenses, car payments and a
burglar alarm he bought. All of those
miscellaneous payments reduced the
total by another $7,411. Along the
way. the accountants set aside
S14.263 in expenses that could not
under any circumstances be justified
as business related.

Then Jacob entered onto the sheet
i
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the amount he said Blair Wos ppmn
to have be paid over the pwe.
S285.000 (or about S31,034 hmre thn
the audit had found in salary pay.
ments). When that figure was sub-
tracted frown the balance of dibunm
ments. the accountants were left with
a figure of $164.272.

A former Free the Eagle
staffer said he was

recently interviewed by
the IRS in a probe of

the group's tax-exempt
status.

Blair then signed a docunmt stat-
ing that all of that money was spunt on
business expenses, acobs amid. 3t,
according to the workshee, dwe
were "no receipts" to juitf that
claim.

"The Prs wasnt a pmm tat
changed the audit." B m mid.
"It wasn't a pRom of aloing en-
p Bill [Jacobs and I kew tat
nmthing could change the adit.t wm
doing what could he dane Ild Nt
satisfy the board."

Jacob said that he accepted the
classification of the dWbmma m
business expenses as a his
[Blair's] certification" and dt w
recods were available to jusil them
"because up until 1964, the min,
are pis poor and won"

Jacobs said Blair was awadld as a
bonus the $14,263 in disbu mues
set aside during the calculations. Ruff
said Blair was given the bonus because
he had forgone a "subtantial bonus"
promised several years earlier when
the organization was short on funds.

The internal investigations last
spring came amid extensive grum-
bling from staff members and anoffi-
cial complaint from California attor-
ney general John K. Van De Kamp
about FTE's large expenditures on
fund raising and overhead, which total
89 per cent of the group's expemes.

Similarly, calculations made by Mi-
chael J. Malbin, a resident sholar at
the American Enterprise iutitute for
Public Policy Research, found that



Probes Focus on Unexplained Spending,
RWMC spent mere thM 30 Per am
of its money in the last election on
fund rain and veted. (See NJ.
6/29/85. p. 50 4 .)

"The waste was abstutel ab.
levable," said Dave O'Mara. manrb,
i dir ect for FTE from Aprl 1964
through November 1985.

Ther are no Federal Election Com-
mission regulatms restricting the u"
of a PACs asets. Bu the IRS can
strip the taxexempt status frm a
organization that is being operated for
the benefit of private interests.
Aong the yardsticks the IRS ss to
mm whether an oranization should
kis its tax-exenp status are exceude
compensation to employees. loua
from the .rgatio to an indid
and the ue of the or izti'sms
by an individual.

Betwe them, the audit, Caears
memo and Goode's letter raied qum-
tion about severd spediC e dsPu
tures. Among them:
9 The S609.34 check written a
FTEs account o the IRS on M-m
23, t96 to cm r beck tam oeud by
BA&. Dair said FTE wan idm-
quenty 6emiu by a dsdsa
from his pychecLk -As to wby the
ced w swritl m as FB m-
cmi the At plec. Mak n
•ou would have to ,k" d easui-
hr.

Goo the FrE controller *I
wre the chuck said it ws drn
from "Es aemo because i r -
rectd him am Goode said dot Nr
frequently be bo writ dheft hr
perm l purposes and told iM to thm
peck the og utm by du
ing; the amount, from Blair's 103, Anob.

Bt when the deductions "wa md
Goode sa Bair complained dft
ously in scenesP other, employee saW
they witnesed "I made dedhu
about two or three times, and them I
sever made deductions anymese,"
Goode said. Blair said -1 just indi-
cated if he did such things oma rq i
basis to consult with me. ... He may
have interpreted it as upbruidkn bat
I didn't."
9 A S10,358 FTE check written cm
March 16, 1983, to cover the ching
cots on the sale of Blair's hoe in
Prom Utah. Of that toad. mowig
to the audit notes. 59,000 went for
sales mmmom. But, as aMddu
wrote in his audit, Blair acted as his

T e " I " that
a checks wsiae
out to NO&, timwith - expl aot

Ometimaf with Wores
indicatiug they wre for

purehar

camI aII ft II&I ofIS

-01f "~ - aly- .- 4 =
usm sklmin m m k a lm w anti

S6,m 113Nh [Md ur
sod ved a awmat i o532,250

Fnm Mod i o IS tuThnt a o Mir Wes-
u, m .. w=ma

7997 bn O ad OMeMbt
hos bythdo - l in 1W6 so-

, a Mw hib d . t i he , k-
M w Yad bn se Nem 1963

fsw a SWJ Tbe see eOld

mom,). 511II W im 19"4 'Appar-
mely," M swee is the audit's
mom, the fmu id wA the IRS

Ased abot Me So m-- Blair
said "My W-2's ae't yur business
or anyo *Weimao sad ft
59,97.2 spn use is the 1934 W-2
came from payrl reco and would
be amended to 596.,000 after the
board apprvss the November 1985
calculations om disbursements to

hfir. Add about he audit's lnding
thot lhir wusactualy pid mroe ta
vI 2000 6 in 4 Jecobs id, "You'"
have to ask Boaddus about that"
o The home s of the televisio,

VCR, SVl OudCWS th
Vpersonal cput atesrn eM=
wriers by Dkran saitd heha

"for a couple of days," that he ide's~
okW Ilever had a TV in my hMW"

and that he did brimg bone a VCR fur
a period "of mnths."
0 The purchase of new vam by Sbod,
dard and Blair around January 190
At the time. Stoddard had use of a
compuny-bought station waon. Sikai
dard "turned in his 51600 statiom
wagon on a 519,000 van prinly
because... [his wife] Liz was driving
the ttion Waso," and "he no honger
had confidence in the dependabMy
the wagon," Carneal wrote.

Shortly thereafter, Blar, wose
family had use of a Volwagen Rab-
bit convertible and a station qm
owned by the company. i inmsd the
accounting department that be
Wanted to trde i hi station us=
on a sew van aso. The Carvede mm.
concuded: "As wish the VW comi
Wbs I -usinbw a~n 0@6bi

Neal and Mark's) as COMPnY CM
They ane obviously bemei for doun
pe UomlysamlyvehicULes.

MW van -is wo -
they came at a time whm she
Ntim wre under AMedu Mt
and "ssin p -m--- hom au %
Goode said. Add about do vm Vw .
chin, ir aid 'Yam an eoin
cars is purely our mn bubm M a
maw rfor ourdbecoau so*W~.

It is impossibletdetermimeeins-ir
how &I of the gru" i vasspnt ecam tlheir Ibia d -lemi
and procedu area poor th hme

I aunsa said. "A lw nibr 4
chis," Broaddus noted in his emiwaynudmwe out imply socash. within

any upporting documentation e-
plaiming them. Alao. the audit w
valed, large checks were made am to
Blair. Sometimes with no exnion,
sometimes with tes indicai the
were for purchases.

Jacobs sid the group s bwr
write large checks for ah or to Mir
without explanation. Ruff said he bee
no concern about bow the imsy
raised by RuNPAC and FrE is being
spent. "At this point, we are satilsl
that there a ood controls od de
money is being well accounted for and
everything is being taken care oi st-
isfactorily," he said 0
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OCETAILE6VMMARY PAGE

Zaq lpolt FORM 3M) _ _ _ __ _ _ _ __ _ _ _

RUFF POLITICAL ACTI1 ON I ifrm.-08 23 :

I. "Sclwn
1 COINTRIBUTIONS 4owh. *e es" FRoOM

Wa Indiv6 eI&'Pwj 0t~. Toee PInigl! Cowe n ...................

tMe Et" Liwiau 6 155,85 SLLQj..I
It) Pol"ite, Pert, Cor tt." . ..e ..................................

Ic) Oth.. PoIit:a, Co.e mw . . ...................................
Id) TOTAL CON TRI)SJTI NS fothw IW tgesW.) (endI I(). 11(b) and 1Id).

•2 TRANSF ERS FROM AFFILIATED/OTHER PARTY COMMITTEES..........

'3 ALL LOANS RECEIVED .. ...................................

14 LCAN REPAYMENTS RECEIVED ...........................

it OF F SETS TO OPERATING EXPENDITURES (Refunds. Rebates. etc.

COLUMN A
Tout This Potie

COLUMN8Calon&"vowT40m

1383j34~5.24 275,97900 i..

101 10

- 112

16 REFUDS OF CONTRIBUTIONS MADE TO FEDERAL CANDIDATES
AND OTHER POLITICAL COMMITTEES

17.OTHER RECEIPTS 1Ovidends. I e wt. eJ ..................

IS TOTAL RECEIPTS (Add 111d). 12.13. 14.15. 16 and 17) .................

i
II. D(SWIUEMEIfT

19 OPERATING EXPENDITURES ..................................

I
20 TRAN SFERS T"O AFFILIATEOIOTNEIA PARTY COMMIITTIEES..............

"1 CON:RtIUTIONS TO FEDERAL CANOIDATES AND ..................
OTHER POLITICAL COMMITTEES

,n 1NDEPENDENT EXPENDITURES Ue Sm E ... ..................

23 COORDINATED EXPENDITURES MADE BY PARTY COMMITTEES..
2 U S C. S441 aid, I func hewIule F)

24 LOAN REPAYMENTS MADE_...............................

"S LOANS MADE .. ...................................

X PE FUNDS OF CONTRIBUTIONS TO
a' I'ndue!gle'eom Oth,' Thea Political Committee ...................

'I, Po',-ce Pa-ty Commit ... ............................

4c) O'he- PoI. c&'Committem ........ ................. ....

c; TOTAL CONTRIBUTION REFUNDS fAdd 264a). 261b) end 26(c) .

2-1 OTNER DISBURSEMENTS ............ ..............

S TOTAL DISBUSEVENTS (In !nIS 19.20. 2 . 22.23.24. 2. 26(d' ono 27'.

III. NET CONTRIBUTIONS AND NET OPERATING EXPENDITURES
Z5 TOTAL CONTRIBUTIONS (other than loins) from Line 11d)...........

33 TOTAL CONTRIBUTION REFUNDS from Line 26(d) ...............
3 *%E T COTR! 9UTIOS iowh ir t*%l 'los fSutr,,ct Lin30 from Line 2! . . .

32 I OTAL OPERATING EXPENDITURES fom Line 19 ................

33 OF FSETS TO OPERATING EXPENDITURES from Lit IS...........
34 %ET OPERATING EXPENDITURES (Subtract Live 33 from Lim 32)

19.,556.32

T 1

197,117.90

18165.55 s

3771324 64

4

25,703.94 44.,903-94

20

21

4.** . a. ~0

1~123

2 950.00 2.950.00 12

5 00 O0 2S

8042.0 1
26Wb

1261Wp 0 .0 2 (d.

I_ -- J. 6 .k, 27

2Th,471.8, 480 97 9. 23

.. 3_j 34 5 2 4. 979 , .L _
- 18....5-24 ... __,4.9 .0

19100117.90 377,3A . -4
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RUF? POLITICAL ACTION COMITTEE-- | n i i| , i, |I , , p .. -

&.F 1 e,@* "ft. h" &w,, ." ZVV eg of LawI &""c

Neal a. Blair 1
5606 Euphrates Court
Centreville, VA 22020 v$3925.00

11wi.tn Olftvav O-ew 0u0w Immcify):

T,1,. Date kv~, . one ow n.& . Iw h p nia zt

SFull "Nd. li4w ( M t t"w A 
T

I- Full tkm ai. &%4ise, ** " zelip~ N hwh of SEY.W1tw

none

2 ~Ulf 146'710 4&m4.ng Ad4*u and ZIP Code

3. Fun ft a tgad Mddem 8d ZIP Con

Occuwpon

'a-Oum"i Guewed Oatsiader.

Nos-"# of £J"PV4w
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FEDERAL ELECTION COMMISSION
WASHINCTON. D.C 20463

May 30, 1986

David L. O'Mara, Jr.
9910 Portsmouth Road
Manassas, VA. 22116

Dear Mr. O'Mara:

This is to acknowledge receipt of your letter of May 19,
1985 advising us of the possibility of a violation of the
Federal Election Campaign Act of 1971, as amended, (the "Act")
by RUFF Political Action Committee and the American Heritage
Center. We are currently reviewing the matter and will advise
you of the Commission's determination.

04 If you have any questions or additional information,

0please call Eric Kleinfeld, the attorney assigned to this
matter, at (292) 376-5696.

Pursuant to 2 U.S.C. S 437g(a)4(B) and 5437g(a) (12) (A),

fthe Commission's review of this matter shall remain

PO confidential.

Sincerely,



PUIALJ M.?ON CmUSION
999 Street, ...

Washington, D.C. 20463

frlto G3eURAL CcWKSL' S RPORT

Date and Time of Transmittal By MUR # Pre-UR 163
OGC to the Commission Date Material Received

By OGC !!!X 15 198
Staff Enrc 7einf d

Source of Pre-MUR: David L. O'Mara, Jr.
Harold Goode

Respondents' Names: RUFFPAC
William T. Jacobs, treasurer
American Heritage Center
David L. O'Mara, Jr.

Relevant Statutes: 2 U.S.C. 5 441b(a)
2 U.S.C. 5 441f
2 U.S.C. S 434(b)

Internal Reports Checked: Committee Reports

C4 Federal Agencies Checked: None

GEERTIOM OF IT?2R

On May 15, 1986, the Office of General Counsel received a

Ln letter from David L. O'Mara, Jr., former marketing director of

the Howard J. Ruff Political Action Committee (ORUFPACO). Mr.

O'Mara states that he is writing to the Commission because he may

have been party to a transaction in a violation of federal

election law, while employed by RUFFPAC. I/

SUDSIARY OF ALLEGWATIONS

David L. O'Mara, Jr. alleges that the American Heritage

Center ("AHC*), a for-profit corporation, provided funds through

1/ The letter from Mr. O'Mara was accompanied by a cover note
from Mr. Harold Goode, past treasurer of RUFFPAC, who is
apparently advising Mr. O'Mara in this matter. Mr. Goode
discovered the transactions at issue during an inspection of past
RUFFPAC reports on file at the Commission.
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an intemediary, namely O'Mara himself, to pay for a fundraising

sailing by RUFFPAC, in violation of 2 U.S.C. S 441b and 5 441f.

FACTUAL AND LEGAL ANALYSIS

The Office of General Counsel received a package of material

from David L. O'Mara, Jr. and Harold Goode, two former employees

of RUFFPAC. O'Mara was formerly the marketing director for

RUFFPAC, and Goode was its treasurer. This material centers on

an allegation that O'Mara "may have helped effect a corporate

donation to a political action committee." The material

all submitted by O'Mara includes a letter containing his allegations,

a copy of the past RUFFPAC report evidencing the transaction, and
a copy of an article concerning RUFFPAC.

C
Mr. O'Mara states that in late September, 1985, he was

tn preparing a fundraising mailing for RUFFPAC with a postage cost

n of approximately $9000. At that time, he was informed by

19T RUFFPAC's treasurer, William Jacobs, that there were insufficient

C-1 funds in RUFFPAC's checking account to cover the postage. Jacobs
then told O'Mara that to cover the shortage, he (Jacobs) would

"just have to juggle some funds around from American Heritage

Center." AHC is apparently a for-profit corporation registered

in the state of Delaware. 2/

Mr. O'Mara states that Jacobs brought him a check made

payable from AHC to O'Mara for $3000 (as a loan for the postage).

2/ Mr. Jacobs is apparently also an officer of AHC.
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O'Mara further states that on Jacobs' instructions, he deposited

the $3000 into his personal account and then wrote a personal

check to RUFPAC for $2,950. 3/ On its 1985 Year-End Report,

RUFFPAC reported a loan from O'Mara, made on September 25, 1985

for $2,950.

On October 29, 1985, O'Mara requested in writing from

RUFFPAC, a refund of his $2,950 "contribution." On its 1985 Year-

End report, RUFFPAC reported repayment of the $2,950 loan to

O'Mara as a disbursement. Also on October 29, 1985, O'Mara

states that he repaid $3,000 to AHC, the receipt for which, dated

CN October 30, 1985, was enclosed with his letter to the Commission.

Pursuant to 2 U.S.C. S 441b(a), no corporation may make a

C contribution in connection with any election to political office:

It is unlawful for ... any corporation
Ln organized by authority of any law of

Congress, to make a contribution or
expenditure in connection with any election
for any political office...

Similarly, it is unlawful for any political committee knowingly

to accept or receive any contribution prohibited by 2 U.S.C.

S 441b. 2 U.S.C. 5 441b(a). A loan is included in the term

"contribution,' pursuant to 2 U.S.C. S 431(8)(A)(i).

Additionally, 2 U.S.C. 5 441f makes it unlawful for any

person to make a contribution in the name of another, for any

31/ According to O'Mara, such a transaction may have been
commonplace at RUFFPAC, and Jacobs stated that the discrepancy in
the amount was so that "it shouldn't be too obvious what's
happening."
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person to knowingly permit his name to be used to effect such a

contribution, and for any person to knowingly accept a

contribution made in the name of another:

No person shall make a contribution in the
name of another person or knowingly permit
his name to be used to effect such a
contribution, and no person shall knowingly
accept a contribution made by one person in
the name of another person.

In the present matter, AHC apparently made $2,950 in funds

available to RUFFPAC, enabling the latter to pay for its mass

mailing. The funds were made available in the form of a loan,

albeit through a conduit. A loan is a contribution pursuant to

04 2 U.S.C. S 431(8)(A)(i). ABC is a corporation, and as the

0 ultimate source and provider of funds in this matter, appears to

-- have made an illegal corporate contribution to RUFFPAC.

RUFFPAC's treasurer, William Jacobs, was also an officer of

ABC. This coupled with the allegation that Jacobs initiated the

contribution by ARC in his discussions with Mr. O'Mara, are

evidence that RUFFPAC knowingly accepted a corporate

contribution. Therefore, the Office of General Counsel

recommends that the Commission find reason to believe that ABC

and RUFFPAC (and William Jacobs, as treasurer) violated 2 U.S.C.

S 441b(a).

Further, AHC allegedly used an intermediary to effect its

contribution. AHC supplied funds in the form of a loan to David

O'Mara, with the express intent that O'Mara pass the funds on to

RUFFPAC. The latter reported the contribution as a loan from

David O'Mara, when the treasurer and preparer of RUFFPAC's
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reports, William Jacobs, allegedly knew that the money was from

ABC, as shown by his statement to O'Nara. O'Mara apparently

permitted himself to be used as the conduit for this

contribution. Therefore, based on the evidence supplied to the

Commission, the Office of General Counsel recommends that the

Commission find reason to believe that AHC, David L. O'Mara, Jr.

and RUFFPAC and William Jacobs, as treasurer, violated 2 U.S.C.

S 441f.

Additionally, 2 U.S.C. 5 434(b) requires the disclosure of

all contributions received and the identification of each person

who makes a contribution to the reporting committee during the

reporting period. A corporation is a person pursuant to 2 U.S.C.

S 431(11). Here, the contribution was in actuality made by ABC,

but the identity of the contributor was disclosed as Mr. O'Mara.

Therefore, the Office of General Counsel recommends that the

Commission find reason to believe that RUFFPAC and William

Jacobs, as treasurer, violated 2 U.S.C. 5 434(b).

The Office of General Counsel recommends that the

Commission:

1. Open a MUR.

2. Find reason to believe that the American Heritage
Center violated 2 U.S.C. 5 441b(a) and S 441f.

3. Find reason to believe that RUFFPAC and William T.
Jacobs, as treasurer, violated 2 U.S.C. S 441b(a),
5 441f, and 5 434(b).

4. Find reason to believe that David L. O'Mara violated
2 U.S.C. 5 441f.

C4

C:

CN

r
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Approve the attached letters.

Approve the attached factual and legal analyses.

Charles W. Steele
General Counsel

Datj
Deputy General Counsel

Attachments
1. Pre-Mur materials
2. Factual and legal analyses
3. Letters



BEFORE tM FZDEL RLECTION COIU! t

In the Matter of

RUFFPAC
William T. Jacobs, treasurer
American Heritage Center
David L. O'Mara, Jr.

Pre-MUR 13(MAIq1

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on June 30,

1986, the Commission decided by a vote of 6-0 to take

the following actions in Pre-MUR 163:

1. Open a MUR.

2. Find reason to believe that the American
Heritage Center violated 2 U.S.C. S 441b(a)
and S 441f.

3. Find reason to believe that RUFFPAC and
William T. Jacobs, as treasurer, violated
2 U.S.C. S 441b(a), S 441f, and S 434(b).

4. Find reason to believe that David L. O'Mara
violated 2 U.S.C. S 441f.

5. Approve the letters, as recommended in the
First General Counsel's Report signed June 26,
1986.

6. Approve the factual and legal analyses, as
recommended in the First General Counsel's
Report signed June 26, 1986.

Comissioners Aikens, Elliott, Harris, Josefiak,

McDonald and McGarry voted affirmatively for this decision.

Attest:

Date rjorie W. Euuons
Secretary of the Commission

Received in Office of Commission Secretary: Thurs.,
Circulated on 48 hour tally basis: Thurs.,
Deadline for vote: Mon.,

6-26-86,
6-26-86,
6-30-86,

Lfl

nv

11:5
4:0
4:0



FEDERAL ELECTION COMMISSION
WASINCTOW. D.C 203

July 3, 1986

David L. O'M~ara, Jr.
9910 Portsmouth Road
Manassas, VA 22110

RE: MUR 2191

David L. O'Mara, Jr.

Dear Mr. O'Kara:

On June 30 , 1986, the Federal Election Commission
determined that there is reason to believe you violated 2 U.S.C.
S 441f, a provision of the Federal Election Campaign Act of 1971
as amended (the Act'). The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is

CN attached for your information.

C Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. You may submit any

- factual or le"ga mt*ials which you believe are relevant to the
Coission' oeideration of this matter. Please submit any
such atet*ils, alons with your answers to the enclosed
interrogatortes, within fifteen days of your receipt of this
letter. Statessat*ehould be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has ocourred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
5 111.18(d). Upon receipt of the request, the Of1lcTe of General
Counsel will make recoimendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pro-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pro-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. in addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 55 437g(a)(4) (B) and 437g(a) (12) (A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations

%0 of the Act. If you have any questions, please contact Eric
Kleinfeld, the attorney assigned to this matter at (202) 376-
5690.

04 Sincerely,

4an D. Aikens
tr) Chairman

Enclosures
Nr General Counsel's Factual and Legal Analysis

Procedures
C Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 20M3

July 3, 1986

Neal B. Blair, President
American Heritage Center
11244 Naples Kill Road
Suite H
Fairfax, VA 22030

RE: MUR 2191
American Heritage Center

Dear Mr. Blair:

On June 30 , 1986, the Federal Election Commission
determined that there is reason to believe that the American
Heritage Center violated 2 U.S.C. S 441b(a) and S 441f,
provisions of the Federal Election Campaign Act of 1971, as

C14 amended ("the Act'). The General Counsel's factual and legal
analysis, which formed a basis for the Commission's finding, is
attached for your information.

-- Under the Act# you have an opportunity to demonstrate that
no action should be taken against the American Heritage Center.
You may submit any factual or legal materials which you believe
are relevant to the Comaission's consideration of this matter.
Pleama submit any such materials, along with your aneer* to the

IV enelosed interrogatortes, within fifteen days of your receipt of
this letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against the

KAmerican Heritage Center, the Commission may find probable cause
to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the OfT¢e of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 55 437g(a) (4) (B) and 437g(a) (12) (A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations

co of the Act. If you have any questions, please contact Eric
Kleinfeld, the attorney assigned to this matter at (202) 376-

CN 5690.

C4 Sincerely,
C11

2Oan *. Aikens
kn Chairman

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



FEDERAL ELECTION COMMISSION
WAN-CToN. D.C 20*0

July 3, 1986

William T. Jacobs, treasurer
RUFFPAC
11244 Waples Mill Road
Suite J
Fairfax, VA 22030

RE: MUR 2191
RUFFPAC and William T. Jacobs,

treasurer

Dear Mr. Jacobs:

Os On June 30 , 1986, the Federal Election Commission
determined that there is reason to believe that RUFAC and you,
as treasurer, violated 2 U.S.C. 5 441b(a) and S 441f, provisions

04 of the Federal Election Campaign Act of 1971, as amended (*the
Actg). The General Counsel's factual and legal analysis, which

0formed a basis for the Commission's finding, is attached for your
information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the committee. You say
submit any factual or legal materials which you believe are
relevant to the io loc's consideration of this matter.

'1 Please sutmit any such materials, along with your answers to the
enclosed interrogatories, within fifteen days of your receipt of

o this letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against your
comittoe and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.r.R.
5 111.18(d). Upon receipt of the request, the OfYITe of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation n6t be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent will not be
entertained.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 55 437g(a)(4) (B) and 437g(a)(12)(A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations

o of the Act. If you have any questions, please contact Eric
Kleinfeld, the attorney assigned to this matter at (202) 376-

" "5690.
Sincerely,

M an D. Aikens
1hairmnan

Enclosures
General Counsel's Factual and Legal Analysis
Procedures

0 Designation of Counsel Statement
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W David L. 0'Kara, Jr.

9910 Portsmuth Road
Manassas, Virginia 22110

W: 703-790-0410

July 15, 1986 C.. f7

Mr. Charles Steele, General Counsel -
Federal Election Commission
999E Street Northwest "0
Washinqton, D.C. 20463

RE: MUR 2191 5,

Dear Mr. Steele:

In response to Ms. Joan D. Aikens' letter of July 3, 1986, I ask
the Federal Election Commission to take no action against me for
what might be considered a violation of 2 U.S.C. Section 441f, a
provision of the Federal Election Campaign Act of 1971 as amended.

(Ms. Aikens invited me to reply "to the Commission," without
-- specifying any particular office or individual. From trying to

decipher the DESCRIPTION OF PRELIMINARY PROCEDURES FOR PROCESSING
COMPLAINTS FILED WITH THE FEDERAL ELECTION COIQSSION which

CV accompanied her letter, I have concluded, rightly or wrongly, that
my reply should be directed to you.)

C
Ms. Aikens informs me that your office recommends the Commission

- find "reason to believe" that I am guilty of violating the afore-
mentioned regulation.

Mr. Steele, your office's recommendation in my case (apparently
authored by a Kr. Eric Kleinfeld) is very disturbing and distres-
sing for at least three reasons.

C First, there is no acknowledgment that my actions, though possibly
improper, were clearly unintentional. You apparently chose to
disregard (or disbelieve?) my statement that the individual tasked
with complying with FEC regulations (Mr. Bill Jacobs, RUFYPAC' s
controller) assured me there was nothing illicit involved in the
subject transaction. This is surely pertinent to whether or not I
"KNOWINGLY pernit(ted myself) ... to be used to effect ... a
contribution ... in the name of another person."

It was also clear from reading my letter (though I may not have
spelled it out in precise detail) that Mr. Jacobs led me to be-
lieve I was LOANING money to RUFFPAC. This is supported several
times in the copies of RUFFPAC's FEC reports accompanying my
original letter. They show RUFFPAC itself regarded my $2950
payment as a loan.

It was not until the time I acknowledged receiving repayment of
this loan that the word "contribution" enters into this case, and
then only at the behest of Jacobs himself, who produced the state-
ment of refund and asked that I sign it but did not say why, other
than that it would "clear up that postage loan from last month."

4



£ I sgnedthis paper quickly without reading it and promptly burtied
it in my brief case, fro whence I transferred it to a pile of

other papers in my bedroom,, where it remained until Mr. Goodd' s
revelation.

I have no idea why Jacobs chose to word my statement in those
terms, unless he also unintentionally erred or tried to provide
no with a handsome tax deduction. if the latter was the case, I
can provide my 1985 personal income tax returns to document that I
never took advantage of the innacuracy.

The bottom line is that I had nothing to gain from making a false
statement. (I was in fact on poor terms with Jacobs and RUFFPAC's
president, Neal Blair, at the time I signed the statement. When I
made it known three weeks earlier that I was seeking another job,
Blair terminated my employment. At the time Jacobs asked me to
sign the statement, I was preparing resumes. I wouldn't have
lifted a finger to help Blair or his organization even legally.)
I was led to believe that I was participating in legal activity
and continued to believe so until I was told otherwise six months
later. The code's use of the word "knowingly" doesn't leave much
doubt as to the intent of the law.

CN My second concern with your finding is that it does not acknow-
ledge the fact that I was essentially under order from Blair to
comply with Jacobs' instructions or face the distinct possibility
of dismissal. After Jacobs assured me I would be involved in a
legitimate transaction, my job was to comply with his instruc-
tions -- not to question his knowledge of federal election 1aw.

Theres is a third and final area where your finding does a die-
- service not only to me but a far greater number of people. That

is in your disregard for the principle of our justice system that
encourages a citizen to volunteer information which,, though
incriminating to himself,, benefits the community by exposing more
serious or widespread corruption.

When Mr. Goode first told me of my possible violation,, I contacted
the Commission willingly because I was always taught that innocent
individuals and unintentional wrong-doers have nothing to fear from
the law of the land. When Goode told me such illicit conduct was

comoplace at RUPFPAC and was carried out by knowing and willing
participants, I felt an even greater responsibility to report the
circumstances of my involvement.

I now feel like a fool. For all intents and purposes, your office
has rewarded my heed to "the greater good" by charging me with
laundering money (for no apparent reason) and burdening me with
proving my innocence. If you make no distinction between the
unwilling, one-time technical violator who voluntarily confesses
and the contemptuous repeat offender, you mock justice itself.

Your decision leaves me no recourse but to devote my time and
efforts to restating circumstances I already set forth to a
governmental office that is apparently my prosecutor, Judge and
jury.

It does not seem fair for the Commission to spend a considerable
amount of my time and its own time investigating what may be the
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aMy way, sha or ou ,n..12'u*.
M ,-o a very uMn ortujat. uij nent on M O a mici ns part.

3ubscr1bed and sworn to before me this 18th day of July, 1986, at
Washington, D. C.

1/ .4 .ii-. Notary Public

N,y ComiSsion Expires:
MY QMM4ai fba~ Mm& 31. ise

CtN

C)

U)
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WILEY & REIN

r776 SThW. U.w. #

WAG"W@TOK, 0. C. 20006

JAN W. BARAN
"o) 429-7330 July 18, 1986

Honorable Joan D. Aikens
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191

Dear Chairman Aikens: -END

This office represents Ruff Political Action Committee
C and William T. Jacobs, as treasurer. Enclosed is an executed

Statement of Designation of Counsel confirming our represen-
tation in the above-captioned matter.

Your letter of July 3, 1986 has been received and our
clients wish to respond to the allegations. However, there
are numerous procedural issues raised by your letter with
respect to which we request a written statement of the
Commission's position.

First, the General Counsel's Factual and Legal Analysis
accompanying your letter states that this matter was ini-
tiated as a direct result of "a letter from David L. O'Mara,
Jr." and "a cover note from Mr. Harold Goode" dated May 15,
1986. These and other documents referred to in the Analysis
which were submitted to the FEC by Nssrs. O'Mara and Goode
have not been provided to our clients. We request that they
be provided to us in order that we may respond.

Section 437g(a) requires all complaints to be signed and
notarized. Not having been provided a copy of the complaint,
we do not know whether the O'Mara complaint satisfies these
requirements. Not only are respondents to be provided with a
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WILEY & REIN
Honorable Joan D. Aikens
July 18, 1986
Page Two

valid complaint within five days of receipt by the FEC and
accorded an additional fifteen days within which to respond,
but the FEC, by statute, is barred from taking any action
other than dismissal within such time. 2 U.S.C.
§ 437g(a)(1). The FEC's finding of reason to believe appears
to be contrary to these provisions. While reserving all
rights to object to the procedure followed thus far, we
respectfully request an explanation as to why the FEC has not
followed the statutorily required procedure or believes that
it is inapplicable.

Finally, your letter of July 3, 1986 refers to "enclosed
interrogatories." Please be advised that no such enclosures

tn) accompanied your letter.

I trust that my clients' concerns are clearly expressed
above. I look forward to the Commission's response and the
documents which we request.

0
Sincerely,

U")
n L an W. Baran

rrJWB/njl
cc: William T. Jacobs

0 Neal B. Blair
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ulrnl or' w011s
Jan W. Baran Rap.

Wiley & Roin

1776 K Strapt. N-W

Waghington, D.C. 20006

T3LEPOUI:

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

SVOUDUS NAIU:

ADSinS:

m iUGM:

B I s iS0M:

20006

............ hl



S FEDERAL ELECTION COMMISSION
WASHGTO. O.C. MW

July 31, 1986

Jan W. Baran, Esquire
Wiley & Rein
1776 K Street, N.W.
Washington, D.C. 20006

Re: MUR 2191
RUFF Political Action
Comnittee and William T.
Jacobs, as treasurer

Dear Mr. Baran:

I am writing with regard to your letter to Chairman Aikens,
dated July 18, 1986 concerning the above-captioned matter. Your

correspondence has been referred to our office for response.

This matter was initiated through the receipt of a letter in
which the author, David L. O'Mara, Jr., questions his own conduct

C and personal compliance with the provisions of the Federal
glection Campaign Act of 1971, as amended. Thus, Mr. O'10ara's

- letter was handled as a suma g te matter and not as a oWp1aint.

t In reviewing O'mara's leRfir7your client's activity with regard
to the Act was called into question, and the Commission
internally generated the matter in the normal course of its
supervisory duties.

This matter, then, is one which was generated internally in

full compliance with the Act, based on information asoertained
through correspondence designed to correct the author's possible
violations of the law. However, in the interest of providing you
with an additional opportunity to address this matter and to
demonstrate that no further action should be taken by the
Comission, a copy of the materials received from Mr. O'laMa and
Harold Goode are enclosed herewith. Please note that Mr.

O'M1ara's letter dated Nay 7, 1986 to the Comission's General

Counsel is signed, sworn and notarized. Any response which you
desire to submit on behalf of your client must be submitted
within 15 days of receipt of this letter.
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Vinally, as you correctly pointed out, the Comission's
latter of Stly 3# l"S to your client inadvertently referred to
iftktatories wich wetre not enclosed. The Comission bee nt
p.pou--- any intettogatories to your client at this time, and
we 0apologie for any inconvenience that this inadvertent error
may have caused.

If you have any questions concerning the issues raised
herein or MUR 2191, in general, please contact Eric ileinfeld,
the attorney assigned to this matter, at (202) 376-5690.

Sincerely,

Charles N. Steele
General Counsel

By La rneM. Noble
CO Deputy General Counsel

~ A Enclosure
04

r )



WILEY, REIN & FIELDING
tfl I o N.W.

WSANrN O. C. 000
(ao* 43-7000

wmvvnt m "mcc DM WNSE

(202)429-7366 August 1, 1986

Charles N. Steele 10General Counsel a.
Federal Election Commission
999 E Street, N.W. cm
Washington, D.C. 20463

Re: MUR 2191
RUFF Political Action Comittee and

C4 William T. Jacobs. as Trasurer

C Attn: Eric Kleinfeld, Esquire

- Dear Mr. Steele:

Jan W. Saran has asked me to r to your letter ofJuly 31, 1986 coMernin M3R 2191. Mr. Saran 1 M- Afullyrequests a 20 day extension of tins, until Ms 5, 1986,in which to file a respone on behalf of his lient. Mr.Saran is currently away from the office CO V&eitim, and willthen be attending the AMA Convention before rotuing -toWashington. In light of this Aet nde hence, be believes
an extension of time is necessary to enable him to respond
fully to the matters raised by mossrs. Good* and O'Nara.

Sincerely yours,

Trevor r er



FEDERAL ELECTION COMMISSION
WASHINGTON. D-C. 3&*3

August 6, 1986

Jan Baran, Esquire
Wiley, Rein G Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Re: MUR 2191
RUFF Political Action
Committee and William T.
Jacobs, as treasurer

o Dear Mr. Baran:

1;4 This is in reference to Trevor Potter's letter
dated August 1, 1986, requesting an extension of twenty
(20) days to respond to the Comission's reason to

C believe determinations in the above-captioned MUR.
After considering the cir=umstance presented in your

- letter, the Comission has dtermined to grant you your
requested extension. Acordingly, your response will
be due on Septeber 5, 1986.

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

Sincerely,

Charles N. Steele
General Counsel

Deputy General Counsel
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JAN W. BARAN
(RZ) 429- 7330 Septmber 5, 1966

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

Re: MR 2191

('1~

w

I. ~i'

p -

I,~ ~

Dear Mr. Steele:

This letter is in t D lkens'
letter of July 3, 19e4 4 t .ot0
Ruff Political Acticon theitS t

letters from David 1.
employees Of roar b~-~*~fp~ie
by them, the FM Mee f~d Me~o tO PROvS * W and
Mr. Jacobs, as treasurr,- v. 2 U.Lc i441(a)nd
441f.

RUFFPAC has r o 1e to a -Od- he Pederal
Election Camission ( ) ta, ith s tons,
the facts contained in tho, 4es14 wm s -Factual and
Legal Analysis are accurate. Emeevr, Kr. Jacobs is not an
officer of American Heritage Centre (OM0) and he denies
that he made the statats attributed to his by Mr. O'Kara.
Both O'Mara and Goode wera fired from their jobs at RUFFPAC
for unsatisfactory job performance.

Counsel has been reqested further to apprise the FEC of
the following. On certain occasions funds were loaned to
RUFFPAC by individuals uho at the same time received money
from AHC. All such loans have been repaid. Mr. Jacobs has
advised counsel that such transactions oc rred as follows:

4~,p86SEPI~
GC4~ i~&



Charles N. Steele, Rsquire,
September 5, 1986
Page 2

REPAYNEIT
DATE OF WJA LNDIVIDUAL A D=

1/09/85 William T. Jacobs $ 754 1/10/85
9/24/85 David L. O'Mara 2,950 10/29/85
9/24/85 Neal B. Blair 3,925 5/07/85
9/24/85 William T. Jacobs 3,225 5/20/85
2/11/86 Charles R. Newton 759 4/11/86

In each instance none of the individuals were aware that
such transactions would be violations of the Federal Election
Campaign Act. They did not confer with legal counsel
regarding such transactions. Ironically, this practice was
initiated by Mr. Goode, the then treasurer of RUFFPAC and one

C J of the instigators of this proceeding. This occurred with
respect to the loan of January 9, 1985.

RUFFPAC and Mr. Jacobs, as treasurer, wish to be totally
forthcoming to the FEC. They have authorized counsel to

C3 provide the FEC with the above new information because theyare anxious to provide all material facts to the FEC. If
further information is desired they wish to provide it
voluntarily.

Our clients have also authorized counsel to express
their desire to enter into pre-probable cause conciliation.
We respectfully make that requost at this time.

C) Sincerely,

e5:% Jan W. aran

cc: William T. Jacobs
Neal B. Blair
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In the Matter of ) rI PI23
RUFF Political Action ) MUR 2191

Committee
William T. Jacobs, treasurer)

GENERAL CO(NSEL'S REPORT

I. Background

On June 30, 1986, the Federal Election Commission

(Commission") determined that there is reason to believe that

the RUFF Political Action Committee (ORUFFPAC*) and William T.

Jacobs, as treasurer, violated 2 U.S.C. 5 441b(a), S 441f and

S 434(b). These determinations were based on information

N provided to the Commission by David T. O'Mara concerning

C violations of the Federal Election Campaign Act of 1971, as

amended ('Act") which may have occurred while O'Mara was employed

by RUFFPAC.

RUFFPAC and William T. Jacobs, as treasurer, responded through

C counsel to the Commission's determinations on September 9, 1986.

11. Legal Analysis

In his original correspondence to the Commission, Mr. O'Mara

states that in late September, 1985, he was preparing a

fundraising mailing for RUFFPAC with a postage cost of

approximately $9000. At that time, he was informed by RUFFPAC's

treasurer, William Jacobs, that there were insufficient funds in

RUFPAC's checking account to cover the postage. Jacobs then
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told O'Mara that to cover the shortage, he (Jacobs) would *just

have to juggle some funds around from American Heritage Center.'

The American Heritage Center ('ARC') is apparently a for-profit

corporation registered in the state of Delaware.

Mr. O'Mara states that Jacobs brought him a check made

payable from AHC to O'Mara for $3000 (as a loan for the postage).

O'Mara further states that on Jacobs' instructions, he deposited

the $3000 into his personal account and then wrote a personal

check to RUPFPAC for $2,950. On its 1985 Year-End Report,
qT

RUFFPAC reported a loan from O'Mara, made on September 25, 1985

for $2,950.

On October 29, 1985, O'Mara requested in writing from

RUFFPAC a refund of his $2,950 'contribution.' On its 1985 Year-

to End report, RUWFPAC reported repayment of the $2,950 loan to

n O'Mara as a disbursement. Also on October 29, 1985, O'Mara
4W

states that he repaid $3,000 to ABC.
CD

In RUFFPAC's response to the Commission, William Jacobs

denies ever making the statements attributed to him by O'Mara,

that, in effect, funds would have to be juggled from ARC to pay

for the mailing. However, respondents do admit that 'on certain

occasions funds were loaned to RUFFPAC by individuals who at the

same time received money from ARC." The following transactions

are listed:
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Date of Individual Amount Date of
Loan Repayment

1/09/85 William T. Jacobs $ 754 1/10/85
9/24/85 David T. O'Mara 2,950 10/29/85
9/24/85 Neal B. Blair 3,925 5/07/851/
9/24/85 William T. Jacobs $3,225 5/20/85
2/11/86 Charles R. Newton 759 4/11/86

Respondent states that none of the individuals were aware

that their actions violated the law. Respondent RUFFPAC

concludes with a request to enter into pre-probable cause

conciliation with the Commission.

Pursuant to 2 U.S.C. 5 441f, it is unlawful for any person

to make a contribution in the name of another, for any person to

knowingly permit his name to be used to effect such a

0 contribution, and for any person to knowingly accept a

-_ contribution made in the name of another.

U)The information oriqinally brouqht to the Comission's

attention concerned the contribution made by ABC through O'Mara

to RUFFPAC. Now, RUFFPAC has brought to the Comission's

attention four additional contributions made by ABC to RUFFPAC

through three other individuals, Neal B. Blair, Charles R. Newton

and William T. Jacobs (the treasurer of RUFFPAC). As with

1/Counsel for respondent RUFFPAC indicated by telephone that the
repayment dates of 5/07/85 and 5/20/85 were erroneous and should
by 5/07/86 and 5/20/86.



-4-

O'Mara, these individuals permitted their names to be used to

effect contributions to RUFFPAC.2/

At this staqe of the matter, the Commission has already

determined there is reason to believe that David L. O'Mara, Jr.

violated 2 U.S.C. 5 441f, by permittinq his name to be used to

effect a contribution in the name of another. The Commission has

also already determined there is reason to believe that ARC

violated 2 U.S.C. 5 441b(a) and 5 441f. The Office of General

Counsel recommends that the Commission find reason to believe

I0 that the remaining conduits, William T. Jacobs, Neal B. Blair and

N Charles R. Newton violated 2 U.S.C. 5 441f. The Office of

General Counsel also recommends that the Commission decline, at

this time, to enter into pre-probable cause conciliation, until

the additional three respondents have had an opportunity toLn

respond to the reason to believe determinations.

Ill. RteoonMedations

The Office of General Counsel recommends that the

Commission:

1. Find reason to believe that William T. Jacobs,
individually, violated 2 U.S.C. 5 441f.

2/RUFFPAC reported the transaction as follows:

Individual Report Transaction

William T. Jacobs 1985 Mid Year $754 Contribution
William T. Jacobs 1985 Year-End $3,225 Loan
Neal B. Blair 1985 Year-End $3,925 Loan
Charles R. Newton 1986 April $759 Loan

Ouarterly
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2. Pind reason to believe that Weal B. Blair violated
2 U.S.C. 5 441f.

3. Find reason to believe that Charles R. Newton violated
2 U.8.C. S 441f.

4. Decline, at this time, to enter into pre-probable cause
conciliation with the RUFF Political Action Committee
and William T. Jacobs, as treasurer.

5. Approve the attached letters.

Date 9

Attachments
1. RUFFPAC response
2. Letters

Charles N. Steele
General Counsel

BY: rence M.i'le

Deputy General Counsel

o



FEOERAL ELECTION COMMISSION
WASNP4CTO%. 0 C. :0'S)

INMhR iDUn TO:

DATE:

SUDJECT:

CK&DLES STEELE, GENERAL COUNSEL

APJORIE W. EMo NS/CHERYL A. FLEMINGPVI\

OCTOBER 3, 1986

OBJECTION TO NUR 2191 - GENERAL COUNSEL' S REPORT
SIGNED SEPTEMBER 30, 1986

Tho above-namd document was circulated to the

co Commission on Wednesday, October 1, 1986 at 4:00 P.M.

04 Objections have been received from the Commissioners

0 as indicated by the name(s) checked:

Comiss ioner
Ca Lssionet

Comissioner

camissioner

com ssioner

Co missione

Aikens

Elliott

Earris

Josef iak

fDonald

McGarry

X

This matter will be placed on the Executive Session

aqenda for Tuesday, October 21, 1986.

tr)

C)



BEFORE THE FBDERAL ELNCTIOH COMISSION

In the Matter of )
) MUR 2191

RUFF Political Action )
Coittee
William T. Jacobs, treasurer )

CERT IF ICAT ION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on October 17,

1986, the Commission decided by a vote of 6-0 to take

the following actions in MUR 2191:

0% 1. Find reason to believe that William T. Jacobs,
individually, violated 2 U.S.C. S 441f.

2. Find reason to believe that Neal B. Blair

0violated 2 U.S.C. S 441f.

3. Find reason to believe that Charles R. Newton

violated 2 U.S.C. S 441f.

L' 4. Decline, at this time, to enter into pre-probable
cause conciliation with the RUFF Political Action
Comsittee and William T. Jacobs, as treasurer,
as recomended in the General Counsel's Report
signed September 30, 1986.

Co
5. Arprove the letters, as reconmended in the

General Counsel's Report signed September 30,
1986.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for this decision.

Attest:

Date Marjorie W. Enmons
Secretary of the Commission



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 04 October 22, 1986

Jan Baran, Esquire
Wiley, Rein & Fielding
1776 9 Street, K.W.
Washington, D.C. 20006

RE: MUR 2191
RUPPPAC and William
T. Jacobs, as
treasurer

0 Dear Mr. Baran:

Ir On June 30, 1986, the Commission found reason to believe
that your client violated 2 Ut.S.C. S 441b(a), S 441f and
j' 5 434(b). On October 17 , 1986, the Commission considered yourclient's request to enter into neaotiations directed toward
reaching a conciliation agreement prior to a finding of probable

-_ cause to believe and declined, at this time, to do so.

tnovever, the Commission will consider your client's request
to enter into pre-probeble cause conciliation in the future, once
it has all the information it requires to achieve a mutually
acceptable conciliation agreaent.

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

Sincerely,

Charles N. Steele
Gener ounsel

Larencee M. Noble
Deputy General Counsel
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FEDERAL ELECTION COMMISSION
l WASHINCTON. Dc 23 October 22, 1986

Charles R. Newton
5829 Rockdale Court
Centreville, VA 22020

RE: MUR 2191

Charles R. Newton

Dear Mr. Newton:

On October 17 , 1986, the Federal Election Commission
-- determined that there is reason to believe you violated 2 U.S.C.
O | 441f, a provision of the Federal Election Campaign Act of 1971,

as amended ('the Act'). Specifically, it appears that you
C4 permitted your name to. be used to allow the American Heritage

Centre to make a contribution to the RUFF Political Action
> O Committee, in violation of the provision against making a

contribution in the name of another.
Under the Act, you have an opportunity to demonstrate that

no action should be taken against you. You may submit any
factual or legal materials which you believe are relevant to the
Cisionos consideration of this matter. Please submit any

1%r such materials within fifteen days of your receipt of this
letter. Statements should be submitted under oath.

C*1
In the absence of any additional information which

demonstrates that no further action should be taken against you
the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.P.R.
5 111.18(d). Upon receipt of the request, the Of-ce of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
reconmending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investiqation of the matter. Further,
reauests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 55 437q(a) (4) (B) and 437g(a) (12) (A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

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

(4 Kleinfeld, the attorney assigned to this matter, at (202)376-
5690.

C4 Sincerely,

to on D.Aikens
Chairman

Enclosures
Procedures
Designation of Counsel Statement



FEDERAL ELECTION COMNhISSION
WASHINGTON, DC V046j October 22, 1986

Neal B. Blair
5608 Euphrates Ct.
Centreville, VA 22020

RE: MUR 2191
Neal B. Blair

Dear Mr. Blair:

On October 17, 1986, the Federal Election Comission
determined that there is reason to believe you violated 2 U.S.C.
S 441f, a provision of the Federal Election Campaign Act of 1971,
as amended ('the Act'). Specifically, it appears that you
permitted your name to be used to allow the American Heritage

C4 Centre to make a contribution to the RUFF Political Action
Committee, in violation of the provision against making a

01. contribution in the name of another.

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

r. letter. Statements should be submitted under oath.

) In the absence of any additional information which
demonstrates that no further action should be taken against you,
the Commission may find probable cause to believe that a

n~. violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Of1Tre of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the matter. Further,
requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.
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Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.

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

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

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Eric
Kleinfeld, the attorney assigned to this matter, at (202)376-
5690.

CN
Sincerely,

C

Soan D. Alkens
Chairman

IVr Enclosures
Procedures

C') Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
wAsHINGToN. Dc 2eJ October 22, 1986

William T. Jacobs
12351 Timberlane Drive
Manassas, VA 22111

RE: MUR 2191

William T. Jacobs

Dear Mr. Jacobs:

On October 17 , 1986, the Federal Election CommissionIf) determined there is reason to believe you violated 2 U.S.C.
1-0 5 441f, a provision of the Federal Election Campaign Act of 1971,

as amended ('the Act*). Specifically, it appears that you
C4 permitted your name to be used to allow the American Reritage

Centre to make a contribution to the RUFF Political ActionC Comittee, in violation of the provision against making a
contribution in the name of another.

IUnder the Act, you have an opportunity to demonstrate that
no action should be taken against you. You may submit any factual
or legal materials which you believe are relevant to the
Comiasion's consideration of this matter. Please submit any
such materials within fifteen days of your receipt of this
letter. Statements should be submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against you,

0 the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writinq. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Of1Tce of General
Counsel will make recommendations to the Commission either
proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this time so
that it may complete its investigation of the the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.



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

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. 5$ 437g(a)(4)(B) and 437g(a)(12)(A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact EricNO Kleinfeld, the attorney assigned to this matter at (202) 376-
5690.

04 Sincerely,

2Zn .Aikens
Chairman

Enclosures
Procedures
Designation of Counsel Sttement
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JAN W. BARAN

(202) 4&9-7330

November 11, 1986 .

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

Re: 29

C4 Dear Mr. Steele:

CThis Office re*presents-- WilliamT. 37ao01hw Neal S. Blair
and Cbarles a. Newton in thelW MPrbMMes mtter.
Xnalosed plese find - e m t
from these individuals. We3 ~ss Mu ff Political
Action Comittee in this attr as pew Mly anftme to

r-) your office.

:X am in reoeipt of your letter of October 22, 1946 which
states that the Federal Election 4i6im elied to enter
into pz-le cu oonoll negotiations with

tRu ffPAC *at this time." Pleas be edvlaMd that, like
RutfPAC, msrs. Jacobs, Blair and Wetmi wish to resolve
this mattr t nev*t et prior to n einding of
probable cause. Unless fUrther infcmatio is necessr, we
respectfully renew our clients requet for negotiations.

Sincerely,

. Jan W. Baran

Enclosures

cc: Neal B. Blair
William T. Jacobs
Charles R. Newton
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Jan W. Baran. EXsuire

Wiley. Rein & Fielding

1776 K Street. N.W.

Washington. D.C. 20006

(202) 429-7330

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Comission.
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Jan I. Saran. lEa.

Wiley. Rein i Fielding

1776 K Street. N..w

Washington. D.C. 20006

(202)429-7330

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

Date Sighature
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Jan W. Baran , Esquire

Wiley, Rein & Fielding

1776 K Street, N.W.

Washington, D.C. 20006

(202) 429-7330

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.
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In the Matter of )

RU Political Action )
Committee ) MUR 2191
William T. Jacobs, treasurer )

William T. Jacobs )
Neal B. Blair
Charles R. Newton )

GENERAL COUIISEL' S REPORT

I. Background

On June 30, 1986, the Federal Election Commission

('Commission") determined that there is reason to believe that

the RUFF Political Action Committee ("RUFFPAC') and William T.

Jacobs, as treasurer, violated 2 U.S.C. S 441b(a), S 441f and

C4 S 434(b). These determinations were based on information

provided to the Commission by David L. O'Mara concerning

soma* -  violations of the Federal Election Campaign Act of 1971, as

amended, (=Act=) which may have occurred while O'Mlara was

employed by RUFFPAC.

RUFPAC and William T. Jacobs, as treasurer, responded through

counsel to the Commission's determinations on September 9, 1986.

0% OThe information originally brought to the Commission's attention

concerned a contribution made by the American Heritage Centre, Inc.

(ABC) through O'Mara to RUFFPAC. In its response, RUFFPAC brought to

the Commission's attention four additional contributions made by AHC

to RUFFPAC through three other individuals, Neal B. Blair, Charles R.

Newton and William T. Jacobs (the treasurer of RUFFPAC). As with

O'Mara, these individuals permitted their names to be used to

effect contributions to RUFFPAC.
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As a result, the Commission determined on October 17, 1986,

that the three above-named individuals violated 2 U.S.C.

S 441f. Notification letters were sent to Blair, Newton and

Jacobs on October 22, 1986. A written response was received from

counsel for Blair, Newton and Jacobs on November 12, 1986.

ii. Legal Analysis

Pursuant to 2 U.S.C. S 441f, it is unlawful for any person

to make a contribution in the name of another, for any person to

knowingly permit his name to be used to effect such a

contribution, and for any person to knowingly accept a

contribution made in the name of another.

RUFFPAC received five contributions from AHC through

individuals, as follows:

04
Date of Individual Amount Date of

C1 Contribution Repayment

- 1/09/85 William T. Jacobs $ 754 1/10/85
t 9/24/85 David L. O'Mara 2,950 10/29/85

9/24/85 Neal B. Blair 3,925 5/07/86
9/24/85 William T. Jacobs 3,225 5/20/86
2/11/86 Charles R. Newton 759 4/11/86

Of these four individuals involved in this scheme, only one,

Neal B. Blair, is also an officer of AHC. Blair is President of

AHC. 2 U.S.C. 5 441b prohibits any officer of a corporation from

consenting to a prohibited corporate contribution. In MURs 2036

and 2104, also concerning corporate officers involved in a scheme

to make corporate contributions in the names of others, the

Commission found reason to believe these officers had violated

section 441b. Accordingly, the Office of General Counsel

recommends that the Commission find reason to believe that Neal

B. Blair violated 2 U.S.C. S 441b, by consenting to a prohibited

corporate contribution, as an officer of that corporation.
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On September 9, 1986, respondent RUFtPAC requested to enter

into pre-probable cause conciliation with the Commission. This

request was denied by the Commission on October 17, 1986, in

order to give Blair, Newton and Jacobs an opportunity to respond

to the reason to believe determinations of the same date. In

their response of November 12, 1986, Blair, Newton and Jacobs

seek "to resolve this matter through negotiations prior to any

finding of probable cause."

At this time, the Office of General Counsel recommends that

the Commission enter into conciliation with RUFFPAC, William T.

V) Jacobs, Neal B. Blair and Charles R. Newton, prior to a finding

%0 of probable cause to believe. l/

C4 III. Discussion of Comiliation and Civil Penalty
0) Attached for Commission approval are four conciliation

agreements, prepared for RUPFPAC and William T. Jacobs, as

treasurer, WilliamT. Jacobs, individually, Neal B. Blair and

Charles R. Newton.

1/ With respect to respondents American Heritage Centre, Inc.
and David L. O'Mara, who did not request the Commission enter
into pre-probable cause conciliation, the Office of General
Counsel will move to the next stage of the enforcement
proceeding.

Counsel for Neal B. Blair indicated by telephone that his
request for conciliation would extend to a possible violation of
2 U.S.C. S 441b, for consenting to a corporate contribution.
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Accordingly, the Office of General Counsel recommends

approval of the attached conciliation agreements.

IV. Recommudat ions

The Office of General Counsel recommends that the

c 4 Commission:

C 1. Find reason to believe that Neal B. Blair, as President of

__ the American Heritage Centre, violated 2 U.S.C. 5 441b.

V) 2. Enter into conciliation with MJFFPAC and William T. Jacobs,
as treasurer, prior to a finding of probable cause to
believe.

3. Enter into conciliation with William T. Jacobs,
Cindividually, prior to a finding of probable cause to

believe.

4. Enter into conciliation with Neal B. Blair prior to a
finding of probable cause to believe.

5. Enter into conciliation with Charles R. Newton prior to a
finding of probable cause to believe.

6. Approve the attached proposed conciliation agreements.
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7. Approve the attached letters.

Date

Charles N. Steele
General Counsel

By:
avren& M. Rble-( Deputy General Counsel

Attachments
1. Requests for conciliation (2)
2. Proposed conciliation agreements (4)
3. Letters (4)



BEFORE THE FEDERAL ELECTION COMISSION

In the Matter of ))

RUFF Political Action Committee )
William T. Jacobs, treasurer ) MUR 2191

William T. Jacobs )
Neal B. Blair )
Charles R. Newton )

CERTIFICATION

NO I, Marjorie W. Emons, recording secretary for the

CNFederal Election Comission executive session of January 6,

C 1987, do hereby certify that the Couission took the

following actions in NUR 2191:

1. Decided ya vote of 6-0 to find reason to
beieve that Be.l B. Blair, as President of
the American Heritage Centre, violated
2 U.S.C. 5 441b.

2. Decided by a vote of 6-0 to postpone
conciliation with all respondents in this

matter until additional facts are available.

3. Decided by a vote of 6-0 to direct the staff

to send appropriate letters pursuant to the

above decisions.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for each of the

above decisions.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission
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FEDERAL ELECTION COMMISSION
WASHINCTON DC 20463

January 13, 1987

Jan Baran, Esquire
Wiley, Rein G Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Neal B. Blair

Dear Mr. Baran:

On October 17, 1986, the Commission found reason to believeCO that your client violated 2 U.S.C. 5 441f. On January 6, 1987,
110 the Commission made an additional determination, that there isreason to believe that your client violated 2 U.S.C. S 441b.
C4 Specifically, it appears that Neal B. Blair, as President of the

American Heritage Centre, Inc., consented to corporateo contributions by the American Heritage Centre to RUFF Political
Action Committee.

Also on January 6, 1987, the Commisston considered your
client's request to enter into negotiations directed towardreaching a conciliation agreement prior to a finding of probable
cause to believe and declined, at this time, to do so.

Under the Act, your client has an opportunity to demonstrateO that no action should be taken against him. You may submit any
factual or legal materials which you believe are relevant to the
Commission's consideration of this matter. Please submit any

M such materials within fifteen days of your receipt of this
letter. Statements should be submitted under oath.

Additionally, the Commission may consider your client's
request to enter into pre-probable cause conciliation in the
future, once it has all the informaton 4t requires to achieve a
mutually acceptable conciliation agreement.
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If you have any questions, please contact Eric Kleinfeld,
the attorney assigned to this matter, at (202) 376-5690.

Sincerely,

Scott E. Thomas
Chairman

Cv

C.

UQ

nr
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

January 13, 1987

Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
RUFFPAC and William
T. Jacobs, as treasurer

Dear Mr. Baran:

0) On June 30, 1986, the Comission found reason to believe
that your client violated 2 U.S.C. S 441b(a), S 441f and
5 434(b). On October 17, 1987, the Commission considered your

C4 client's request to enter into negotiations directed toward
reaching a conciliation agreement prior to a finding of probable

o cause to believe and declined to do so. The Commission
reconsidered your client's request on January 6, 1987 and again

-- declined to enter into pro-probable cause conciliation
discussions at this time.

fowever, the Comission may consider your client's request
to enter into pre-probable cause conciliation in the future, once
it has all the information it requires to achieve a mutually
acceptable conciliation agreement.

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

Sincerely,

Charles N. Steele
General Counsel

BY:,-- La rence f. Noble
Deputy General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. DC M%3

January 13, 1987

Jan Baran, Esquire
Wiley, Rein & Fielding
1776 X Street, N.W.
Washington, D.C. 2000

RE: MUR 2191
William T. Jacobs

Dear Mr. Baran:

On October 17, 1986, the Commission found reason to believe
-- that your client violated 2 U.S.C. S 441f. On January 6, 1987,

the Commission considered your client's request to enter into
. negotiations directed toward reaching a conciliation agreement

prior to a finding of probable cause to believe and declined, at
this time, to do so.

However, the Commission may consider your client's request
-- to enter into pro-probable cause conciliation in the future, once

it bas all the information it requires to achieve a mutually
Iacceptable conciliation agreement.

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

0 Sincerely,

Charles N. Steele
General Counsel

SB Lawrence M. No 1
Deputy General Counsel



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 2M3

January 13, 1987

Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Charles Newton

Dear Mr. Baran:

On October 17, 1986, the Commission found reason to believe
that your client violated 2 U.S.C. S 441f. On January 6, 1987,
the Commission considered your client's request to enter into

r-. negotiations directed toward reaching a conciliation agreement
prior to a finding of probable cause to believe and declined, at

C4 this time, to do so.

0 However, the Commission may consider your client's request

-- to enter into pre-probable cause conciliation in the future, once
it has all the information it requires to achieve a mutually
acceptable conciliation agreement.

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

SSincerely,

I') Charles N. Steele
Genee4l Counsel

BY: Lawrence M.- Nbbe
Deputy General Counsel



FEDERAL ELECTION COMMISSION
WASar4ndTOee. DC. 30W

Jun 19, 1987

Marilyn Price, Controller
American Heritage Centre, Inc.
11244 Waples Kll Road
Suite H
rairfax, VA 22030

RE: NUR 2191
American Heritage Centre, Inc.

Dear Ms. Price:

In your June 15 telephone conversation with Robert Raich,
you stated that you had not personally seen the July 3, 1986
notification of the Comission's reason to believe findings
against American Heritage Centre, Inc. Pursuant to your request,
enclosed is a copy of the Cmission's July 3, 1986 letter, with

o enclosures, from tben-Cbairmn Aikens to American Heritage
Centre, Inc. Note that the Coission has received no response

- from American Deritage Centre, Inc.

tU Should you desire any additional information, please contact
tsbort Rich, the attorney now handling this matter, at (202)
376-8200.

Sincerely,

Lawrence N. Noble
Acting General Counsel

By: is I & no
Associate General Counsel

Enclosures
7/3/86 letter, with enclosures
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In the Matter of )

IFF Political Action Committee ) 4UR 2191
and William T. Jacobs, as )
treasurer )

William T. Jacobs )
Weal B. Blair )
Charles R. Newton )
American Heritage Centre, Inc. )
David L. O'Mara )

GENERAL CO1WEL S RE1PORT

I. BACKGROUND

The Commission has found reason to believe that RUFF

Political Action Committee ('RUFFPACO) and William T. Jacobs, as

treasurer, violated 2 U.S.C. SS 441f, 441b(a), and 4341 that

CN American Heritage Centre, Inc. and Neal B. Blair violated

C2 U.S.C. S 441f and 441b(a); and that William T. Jacobs, Charles

R. Newton, and David L. O'Nara violated 2 U.S.C. S 441f,

The Commission has rejected conciliation requests from
r-)

several of the respondents. Aooordingly, this Office is

proceeding with the investigation and recomends requesting

documents from, and taking depositions of, William T. Jacobs,

Neal B. Blair, and Charles R. Newton. At this time the General

Counsel's Office does not recommends deposing, or obtaining more

documents from, David L. O'Mara because he provided documents and

detailed information in his sua sponte letter to the Commission.

II. RECOMMENDATIONS

1. Approve the attached Subpoenas to William T. Jacobs,
Neal B. Blair, and Charles R. Newton.



2. Approve and send the attached letter.

Acting General Counsel

Attachments
I. Subpoenas (3)
II. Letter

0

"'p

C)
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In the Matter of

NfFF Political Action Committee
and William T. Jacobs, as
treasurer

William T. Jacobs
Neal B. Blair
Charles R. Newton
American Heritage Centre, Inc.
David L. O'Mara

NUR 2191

CERTIFICATION

I, Marjorie W. Emons, Secretary of the Federal

Election Commission, do hereby certify that on July 2,

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

the following actions in MUR 2191:

1. Approve the Subpoenas to William T. Jacobs,
Meal B. Blair, and Charles R. Newton, as
attached to the General Counsel's Report
signed June 29, 1987.

2. Approve and send the letter, as attached
to the General Counsel's Report signed
June 29, 1987.

Ccmissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date Ma#3orie W. Emmons
Secretary of the Commisi

Received in the Office of Commission Secretary:Mon., 6-29-87, 4:40
Circulated on 48 hour tally basis: Tues., 6-30-87, 11:00
Deadline for vote: Thurs.,7-02-87, 11:00

0



FEDERAL ELECTION COMMISSION
WASHINGTON. 0) C. 204W3

July 10, 1987

CERTIFIED MAIL
RETURN RCEIPT REQUESTED

Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
NRU JPAC and William T.

Jacobs, as treasurer
NWilliam T. Jacobs

Neal B. Blair
Charles R. Newton

Dear Mr. Baran:

On July 3 and October 22, 196, and January 13, 1987, your
I) clients were notified that the Federal Election Coimission had

found reason to believe they violated 2 U.S.C. SS 441f, 441b(a),
and 434(b), provisions of the Pederal Election Campaign Act of
1971, as amended.

c Pursuant to its investigation of this matter, the Commission
has issued the attached subpoenas requiring your clients to
appear and give sworn testimony on August 5, 1907, and to produce
documents by July 29, 1987. This information will assist the
Commission in carrying out its statutory duty of supervising
compliance with the Federal Election Campaign Act of 1971, as
amended.

Pursuant to 11 C.F.R. S 111.14, a witness summoned by the
Commission shall be paid $30.00 plus mileage at the rate of 20.5
cents per mile. Your clients will be given checks for the
witness fees and mileage at the time of the depositions.



Please confirm the scheduled appearances with Mobert Raich
at (202) 376-8200 within two days of your receipt of this
notification.

Lawrence M. Noble
Acting General Counsel

Enclosures
Subpoenas

C4



In the Matter of )
)
) EUR 2191
)

SUBPOENA

TO: Charles R. Newton
c/o Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas you to appear for deposition with

regard to UR 2191. Notice is hereby given that the depositionCO4

0is to be taken on August S, 1987, in the Office of the General
Counsel# Federal Election Commission, 999 E Street, N.V.,

If) Washington, D.C., beginning at 11:00 a.m. and continuing

thereafter as necesssary.

NFurther, pursuant to 2 U.S.C. S 437d(a)(3), you are hereby
subpoenaed to produce the documents listed on the attachment to

this subpoena. Legible copies which, where applicable, show both

sides of the documents, may be substituted for originals. The

documents must be submitted to the Office of the General Counsel,

Federal Election Commission, 999 E Street, N.W., Washington, D.C.

by July 29, 1987.
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WHRRVORE, the Chairman of the Federal Election Coimission

has hereunto set his hand at Washington, D.C., this M day of

9, 1987.

Sc tt E. ToaC irman
Federal Election Commission

ATTEST:

C11 9*r* y to the Comission

C Attachment
t hRequest for Production of Documents (2 pages)

0
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MR3 2191

TO: Charles R. Newton

DEFINITIONS

*You* means Charles R. Newton, RUFFPAC, American Heritage

Centre, Free the Eagle, and all employees, agents, or attorneys

thereof.

"Document' means the original and all non-identical copies,

including drafts, of all papers and records of every type in your

possession, custody, or control, or known by you to exist. The

term document includes, but is not limited to, checks, notes,

drafts, money orders or other commercial paper, vouchers,

ledgers, accounting statements, memoranda, notes, letters,

o diaries, log sheets, contracts, records of telephone

- osunications, transcripts, telegram, telexes, pamphlets,

circulars, leaflets, reports, surveys, tabulations, audio and

video recordings, drawings, photographs, graphs, charts,

diagrams, lists, computer print-outs, and all other writings and

other data compilations from which information can be obtained.

*And* as well as *or* shall be construed disjunctively or

conjunctively as necessary to bring within the scope of this

Request for Production of Documents any materials which may

otherwise be construed to be out of its scope.

DOCUMENT REQUEST

Produce all documents relating, pertaining, or referring to:

1) contributions (including all loans) to RUFFPAC by

American Heritage Centre, Free the Eagle, William T. Jacobs,
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David L. Onarat Weal a. Blair, or Charles R. Newton; and

2) all reinbursements, refunds, or repayments of such

contr ibutions.
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In the Matter of ))
) MUR 2191
)

SUBPOENA

TO: Neal B. Blair
c/o Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas you to appear for deposition with10

C4 regard to MUR 2191. Notice is hereby given that the deposition

Cis to be taken on August 5, 1987, in the Office of the General

W- Counsel, Federal Election Coimission, 999 E Street, N.W.,

Washington, D.C., beginning at 10:30 a.m. and continuing

thereafter as necesssary.

Further, pursuant to 2 U.S.C. S 437d(a)(3), you are hereby

subpoenaed to produce the documents listed on the attachment to

oh this subpoena. Legible copies which, where applicable, show both

sides of the documents, may be substituted for originals. The

documents must be submitted to the Office of the General Counsel,

Federal Election Commission, 999 E Street, N.W., Washington, D.C.

by July 29, 1987.
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WVEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand at Washington, D.C.# thisfMday of*~ , 1987.

Scott E. Thomas, Chairman
Federal Election Commission

ATTEST:

r ~ arob W. Nuns8

Secre ry to the Commission

Attachment
C Request for Production of Documents (2 pages)

If)m
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330038T MOR P PuION orMO

TO: Neal B. Blair

DEFINITIONS

"You* means Neal B. Blair, RUFFPAC, American Heritage

Centre, Free the Eagle, and all employees, agents, or attorneys

thereof.

"Document" means the original and all non-identical copies,

including drafts, of all papers and records of every type in your

possession, custody, or control, or known by you to exist. The

term document includes, but is not limited to, checks, notes,
LO)

drafts, money orders or other commercial paper, vouchers,

04 C ledgers, accounting statements, memoranda, notes, letters,

C diaries, log sheets, contracts, records of telephone

- communications, transcripts, telegrams, telexes, pamphlets,

circulars, leaflets, reports, surveys, tabulations, audio and

video recordings, drawings, photographs, graphs, charts,

Cdiagrams, lists, computer print-outs, and all other writings and

other data compilations from which information can be obtained.

'And" as well as "or" shall be construed disjunctively or

conjunctively as necessary to bring within the scope of this

Request for Production of Documents any materials which may

otherwise be construed to be out of its scope.

DOCUMENT REQUESTS

A. Produce all documents relating, pertaining, or referring to:

1) contributions (including all loans) to RUFFPAC by

American Heritage Centre, Free the Eagle, William T. Jacobs,



bwtd L. O'Nara, Veal 8, Blair, or Charles R. Nevton; and

2) all reimbursements, refunds, or repayments of such

contributions.

a. Produce the Certificates of incorporation and Articles of

Incorporation for American Heritage Centre and Free the Nagle.
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In the Matter of )
)
) lKUR 2191
)

SUBPOENA

TO: William T. Jacobs
c/o Jan Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas you to appear for deposition with

regard to KUR 2191. Notice-is hereby given that the deposition

is to be taken on August 5, 1987, in the Office of the General

Counsel, Federal Election Cominssion, 999 3 Street, 5.W.,

Washington, D.C., beginning at 10:00 a.m. and continuing

thereafter as necesseary.

Further, pursuant to 2 U.S.C. S 437d(a)(3), you are hereby

subpoenaed to produce the documents listed on the attachment to

this subpoena. Legible copies which, where applicable, show both

sides of the documents, may be substituted for originals. The

documents must be submitted to the Office of the General Counsel,

Federal Election Commission, 999 E Street, N.W., Washington, D.C.

by July 29, 1987.
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WMUWOR, the Chairman of the Federal Election Commission

has hereunto set his hand at Washington, D.C., this O'day of

1e , 1987.

Emahian

Federal Election Commission

ATTEST:

Secre ry to the Commission

Attachment

C Request for Production of Documents (2 pages)

U)m
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33U135 101PWDCIOU OF DocWI3UTS

TO: William T. Jacobs

DEFINITIONS

*You* means William T. Jacobs, RUFFPAC, American Heritage

Centre, Free the Eagle, and all employees, agents, or attorneys

thereof.

"Document" means the original and all non-identical copies,

including drafts, of all papers and records of every type in your

possession, custody, or control, or known by you to exist. The

term document includes, but is not limited to, checks, notes,

drafts, money orders or other comercial paper, vouchers,

C4 ledgers, accounting statements, memoranda, notes, letters,

diaries, log sheets, contracts, records of telephone

"- communications, transcripts, telegrams, telexes, pamphlets,
cLrculars, leaflets, reports, surveys, tabulations, audio and

video recordings, drawings, photographs, graphs, charts,

diagrams, lists, computer print-outs, and all other writings and

other data compilations from which information can be obtained.

c>. 'And' as well as Oor' shall be construed disjunctively or

conjunctively as necessary to bring within the scope of this

Request for Production of Documents any materials which may

otherwise be construed to be out of its scope.

DOCUMENT REQUEST

Produce all documents relating, pertaining, or referring to:

1) contributions (including all loans) to RUFFPAC by

American Heritage Centre, Free the Eagle, William T. Jacobs,
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V a~d L. ONara,-eal 3. BlaIr, or Charles R. Wevtony and

2) all reimbursements, refunds, or repayments of such

contributions.
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JAN W. SARAN
(20) 429-7330

July 13, 1987

Lawrence N. Noble, Esquire -fti
Acting General Counsel
Federal Election Comission
999 E Street, N.W.
Washington, D.C. 20463

Re: IUR 2191. American Heritage Centre. Inc.. et al.

C14 Dear Mr. Noble:

C) I hereby tranmit to you the enclosed S1tement of
W Designation of Counsel eecutad by Ne" B. Blaer on behalf of

the American Heritage Centre, Inc. WIN the above-
captioned matter.

8inosrely,

JanV. Baran

Enclosure
cc: Neal B. Blair



2191

m w c mi Jan W.. MaAn-.Rrur

Wiley. Rein & Fielding

1776 K Street, N.W.

Washington, D.C. 20006

~~a 202/429-7330

The aboe--aWMd iadivtdual Is heieby designated as my

cou4 el and is autboci1ed to recelve any motiflcations and othec

C ualcatlons fcon the CcIslon and t@ act on my behalf befoge

the C Inission.

-711

in's

-3S

- /
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C

skgma ture '19~~%-c 44'lv6 z~C

American Heritage Centrel Inc.

11244 Wanly= Mill nnad. Suite H

Fairfax, VA 22030

m a

385-3115



WILEY REIN & FMLDING
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WA"0SINGoN, 0. C. 10006

JAN W. BARAN
(201) 429-7330 July 29, 1987

Lawrence M. Noble, Esquire
Acting General Counsel
Federal Election Commission ro
999 E Street, N.W.
Washington, D.C. 20463

RE: MUR 2191. American Heritage Centre. Inc. et

Dear Mr. Noble:

Enclosed please find photocopies of the documents
provided to counsel by Charles R. Newton and William T.
Jacobs pursuant to the subpoena issued by the Federal
Election Committee. The documents may be identified and
authenticated at the time of their depositions, scheduled to
take place on August 5, 1985.

The documents p-oucd pursuant to your request for
domcumnts are as follows:

A. Charles R. Newton:

1. Personal check #753
C2. RUFF-PAC check #2275

3. Personal check #822
4. American Heritage Center check #1631

B. William T. Jacobs

1. Ledger sheet labeled OLoans3
2. RUFF-PAC deposit ticket dated 9/24/85
3. Personal check #1003
4. RUFF-PAC deposit ticket dated 9/25/85
5. RUFF-PAC deposit ticket dated 9/25/85
6. RUFF-PAC deposit ticket dated 2/12/86
7. RUFF-PAC Schedule C, pages I and 2 of 3, dated

12/31/85
8. RUFF-PAC Schedule C dated 12/31/85
9. RUFF-PAC Schedule C, dated 6/30/86
10. RUFF-PAC Schedule B, dated 6/30/85
11. RUFF-PAC Schedule A, dated 1/1/85 - 6/30/85
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Lawrence M. Noble, Esq.
July 29, 1987
Page 2

12. ACUITY GRAPHICS Statement
13. American Heritage Center check #1558
14. RUFF-PAC check #2306
15. Neal Blair personal check #591
16. American Heritage Centre deposit ticket dated

5/8/86
17. American Heritage Center check #1559
18. RUFF-PAC check #2361
19. Personal check #1235
20. American Heritage Centre deposit ticket dated

5/20/86
21. American Heritage Center check #1560
22. RUFF-PAC check #2000
23. American Heritage Centre deposit ticket dated

10/31/85
24. American Heritage Center check #1631
25. RUFF-PAC check #2275
26. American Heritage Centre deposit ticket dated

4/14/86
27. Personal check #675
28. RUFF-PAC check #1690

The subpoena issued to Neal B. Blair has been foMWrdedto Mr. Blair, but to date we have been MSooeetul in orattempta to contact each other. I will forward the ooiinents
produced by Mr. Blair, if any, upon reoeipt.

Sincerely,

W nJan V.

JWB/njl

Enclosures



*rOrnce M. Noble, Esq.
3%4y 29, 1987
Paq 2

12. ACUITY GRAPHICS Statement
13. American Heritage Center check #1558
14. RUFF-PAC check #2306
15. Neal Blair personal check #591
16. American Heritage Centre deposit ticket dated

5/8/86
17. American Heritage Center check #1559
18. RUFF-PAC check #2361
19. Personal check #1235
20. American Heritage Centre deposit ticket dated

5/20/86
21. American Heritage Center check #1560
22. RUFF-PAC check #2000
23. American Heritage Centre deposit ticket dated

10/31/85
24. American Heritage Center check #1631
25. RUFF-PAC check #2275
26. American Heritage Centre deposit ticket dated

4/14/86
27. Personal check #675
28. RUFF-PAC check #1690

The subpoena issued to Neal B. Blair has been fovwarded
to Mr. Blair, but to date we have been mws tul in our
attemspts to contact each other. I will forward the docmnts
prdboed by Mr. Blair, if any, upon reeipt.

Sinoerely,

JWB/nj l

Enclosures
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WILLIAMS 8 CONNOLLY

COIAO ICNEII? WILLIAMS
PAUL n UOWMOLLY (1001.S7)
*OsNar SCNU1.MAN
V.iNCNT J. FULL[R
RAYMOND W. GCAGAN
STUART C. SEIGEL

JEREMIAN C. COLLINS
AOOICW? L. WINERG
DAVID POVICH
STIVgN i UN0
jOIN W VAROAMAN. JR
PAUL MARTIN WOLPF
J ALAN GALSAAITH
JON 0 LrSTER
WILLIAM C MCDANIELS
&ACROAN V SULLIVAN JR
AUSR Y N DANIEL. M
WCMANO N COOPIN
GERALD A. 7tFIFE1
ROEWST P WATKINS
.jEAv L SNULM4AN
L AWRENCE LUCCHINO
.EWIS 4 IrCROGUSON. M

NOSCRT S. SAN"'T?
DAVID C. KENDALL
JO NW J SUCKLEY. JR
ycmagwICg ODONNELL
DOUGLAS A- MARVIN
JON K. VILLA
BAOR S. SIMON
KEVIN T. SAINE
STCPNCN IL. URSANCZYK
P41IIP J. WAO
ELLIEN SCEAL NUVIELLE
r"MODEACK WHTtN PIET(S
PIETER J KAHN

JUDITN A MILLER
LOW S SASSY
SCOTT SLAKE HARRtS
MICHAEL S SUNDERMIEVER
JAMES T rULLER. M
DAVID 0 AUIFrAUSER
SPUCE a GENOCOSON
CAROLYN H WILLIAMS
r LANE NEAR m M

ST(VEN N KUNEV

HILL BUIDING

839 SEVENTEENTH STR.EET, N W

WASHITON, D C 20006

AREA CODE 202
331-5000

G*SON A. ZWmErACH
SAR A N. DUGMN
AOSIrCr S., UTr
PAUL M0GIN
DANWILA WHINIL9R
J[AV" 8. KINDLER

40AROD W. GUTMAN
NANCY P EiSS
STUART L. GASNCR
RICHARD S. MoPrMAN
STEVEN A STEINSACH
P MICNELE LLISON
jerCVeY A SCARY

S'EPIEN I GLOVER
MARY 0 CLARK
MARK S LEVINSTEIN
jErrlvE 0 uISPSAy&
OCANNE J SMITH

VICTORIA L RADO

CHERRY jOy SEYSSELANCE
GEORGE ELLARO

0AN'EL r KATZ
JErtERSON N GRA'

jrANNE INI ROWZE:

MANLEY W ROEWrWT
LENI N CONSTANTIN

NICOLE K SELI1006
LAUftA P MASUASCUSIY
NOSERT N KRASME
POSER? W NAMLTON
WILLIAM A MURRAY. JR
EVA M [TEKO
CYNTHIA C NOGAN

e

KEITH 0 KRAKAUAt
MARK J NULKOUCa
KAREN ZACNA IA*
MATTHEW 0 LERNER

STEPHEN" 0 RAwe*
MARK A HASKELL
JOHN 0 CLINE
CHRIS7OPHEA S MEAD*
ORENT j (IIUMNCV6
CHRIS(OPNE C KEARNEY
JOHN P MONANAN, W '
CNARNA C SMERMAN
NARR' .1 ICKS.Me

EIYOIX PILIDARO*

CI ViAHWLSON

OOtP r SCwal Tz

9A*IISUTON,.U

* cn()mtTED IDC

,0GD)

et al.

Dear Mr. Noble:

As I discussed yesterday with Mr. Robert Raioh of your
office, our firm represents Neal B. Blair in connection with
other matters and we just recently became aware of his
relationship to the above-captioned matter. Accordingly, I am
enclosing an executed Statement of Designation of Counsel,
confirming our representation in this matter.

From this date forward, our office shall replace Wiley,
Rein & Fielding as counsel authorized to receive notifications
and other communications from the Commission on behalf of Neal
Blair and to act on Neal Blair's behalf before the Commission.
However, this will in no way affect Mr. Jan W. Baran's
representation of any other persons with respect to this matter.

In addition, this letter shall serve as formal
confirmation of what I told Mr. Raich today, to the effect that
Neal Blair does not have any documents to produce that are
responsive to the subpoena issued by the Federal Election
Commission in this matter. Nevertheless, I obtained copies of

August 11, 1987

HAND DELIVERED

Lawrence N. Noble, Esq.
Acting General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191, American Heritaae Centre, Inc.



W'ILLaM CO?#OLLY

Lawrence N. Noble, Esq.
Federal Election Commission
August 11, 1987
Page 2

the enclosed documents relating to Free the Eagle, Inc. and
American Heritage Centre, Inc. (from an attorney representing
those entities in other matters), and I am sending them to assist
you.

Very truly yours,

Mark S. Levinstein

ISL:slc
Enclosures
cc: Robert Raich, Esq.

Jan W. Baran, Esq.

0



STATI OF DESIG1NTION OF COUNSEL

MUR 2191

NAME OF COUNSEL: Mark S. Levinstein, Eag.

ADDRESS: Williams & Connolly

839 Seventeenth Street, N.W.

Washington, D.C. 20006

TELEPHONE: (202) 331-5012

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

August 10, 1987 ___

Date Signature

C

LI)
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TIlE CORPORXTION TRUST COMPANY
Associated with C T Coooation System

CORPORATION TRUST CENTER

1209 ORANGE STREET MAILING A0OR$SS

WILMINGTON. DEL 19801 P 0 BOX 631
112fM I rk.Q , K I WILMINGTON. DEL 19899

rebruary L. 19o

RE: American Heritage Centre.Inc.

I
SHEA & GARDNER
ATT: FRANK KRAMER
1800 MASSACHUSETTS AVENUE, N.W.
WASHINGTON, D.C. 20036

K I
Attached for the permanent records of this corporation,

is the certified recorded copy of your document, which has

just been released by the Recorder of Deeds.

THE CORPORATION TRUST COMPANY

Georae J c.-P yl
Assistant Vice-President

Enclosure

O~W1oo
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CERTIFICATE OF INCORPORATION

AMERICAN HERITAGE CENTRE, INC,

FIRST: The name of the corporation Is American Heritage Centre, Inco

SECOND: The address of the registered office of the corporation In
the State of Delaware Is Corporation Trust Center, 1209 Orange Street, In the
City of Wilmington, County of New Castle. The namo of the registered agent of
the corporation at such address is The Corporation Trust Company.

THIRD: The purpose of the corporation is to engage In any lawful
act or activity for which corporations say be organized under the General
Corporation Law of the State of Delaware.

FOURTH: The total number of shares of stock which the corporation
Is authorized to Issue Is one hundred (100) shares of common stock; all of
such shares shall be par value of $.Ol.

FIFTH: The business and affairs of the corporation shall be
managed by the board of directors, and the directors need not be elected by
ballot unless required by the by-laws of the corporation.

SIXTH: In furtherance and not In limitation of the powers
conferred by th laws of the State of Delaware, the board of directors Is
expressly authorized to adopt, amend or repeal the by-laws.

SEVENTH: The corporation reserves the right to amend and repeal any
provision contained In this Certificate of Incorporation In the manner
prescribed by the laws of the State of Delaware, All rights herein conferred
are granted subject to this reservation.

EIGHTH: The number of directors constituting the Initial board of
directors of the corporation is four, and the names and addresses of the
persons who are to serve as directors until the first annual meeting of
shareholders or until their successors are elected and shall qualify are:

Name Address

Neil Blair

Corin Blair

Mark Stoddard

Elizabeth Stoddard

13924 Braddock Road
Centreville, Virginia 22020

13924 Braddock Road
Centreville, Virginia 22020

13924 Braddock Road
Centreville, Virginia 22020

13924 Braddock Road
Centreville, Virginia 22020

Pao

oOO102

FIL1E D/
W I1
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31123: he iscorporator is Louis No lauder, whose uiliq address
io 1800 Ns"Uaetta Avesus, eo, Vashiogton, D.C. 20036.

1, TE UNWDSIGCD, belg the incorporator, for the purpose of
forming a corporation under the las of the State of Delaware do make, file
and record this Certificate of Incorporation, do certify that thj facts herein
stated are true, ands accordingly , have ereto my hand this day of
September, 194.

Louis W. Kauder

If)

t~)
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ARTICLES OF INCORPORATION m rne$

OF -

FOR T'IE PEOPLE

I.

The name of this corporation is FOR THE PEOPLE.

C)II.

- A. This corporation is a nonprofit mutual benefit corporation
organized under L& Nonprofit Iutual Inefit Corporation Law. TheW) purpose of this corporation is to engage in any lawful act or
activity for which a corporation may be organized uider such low

. The specific purpose of this corporation is to promote the
IVsocial welfare by bringing about civic betterment and social imprcve-

" ersnt a well as by lessening the burdens of goverment. In further-C/ once of this objective, the corporation shall include among its
( various activities the following:

1) The corporation shall coumwicate with the public con-
cerning ballot measures, legislation, administrative regulations and
judicial decisions. Through such omunications, members of the
public viii be encouraged to contact public officials regarding
these issues. However. all such co rnications shal! be limited bv
the laws and regulations pertaining to organizations with tax exemt
status under Intern'l Revenue Code Section 501(c)(4).

2) The corporation shall comunicate directly with putltc
officials in the national, state ad local levelt concerning legi%-
lation. administrative regalations. ballot measures. judicial
decisions and other policy issues.

3) The corporation shall seek to educate the public cor-
erning subjecuwhich relate to goverrment and the cousm=ity. It.
order to accomplish this objective, the corporation shall sponsor
educational programs through public forum, panel lectures. radic,
television, direct mail and other similar activities.

000105



The neame and address in the State of California of this corpora-

tion's Initial agent for service of process is

Dana W. Reed
612 South Flower Street
Suite 309
Lop Angeles. California 90017

IV.

A. This corporation is organited and operated exclusive
1 y for

social welfare purposes within the meaning of Section $01(c)(') of

the Internal Revenue Code.

a. 160tvithstanding any other provision 
of these Articles. the

corporatmof- *hall not carry n amy other activities not permitted 
to

be carried on by a co ration exempt from federal inc tax under

Section 501(c)(') of th Internal Revenue Code.

Ul

n 
V.

Nr The propeirty of this corporation is irrevocably dedicatead to

tricial - fare purposes and so part of the net incom or assets of

C', 'his corporation *hall eveir Inure to the beefit of any director.
officer or -e: thereof. or to the befit of any private person

Ch 
VI.

Upon the dissolution or winding up of the corporation. its

sseots reminism after pay et. or provisJWn for payme't. of all

debts and liabilities of this corporatiu. 
shall be distributed to

a nprofit fund. foumdation or corporation which has established

its ta eXmt status under Section 501(c)( 4 ) of the Internal

Revenue Code.

DATED Juzie ~.19S0-

W. Reed

I hereby declare that ! as the person who executed the fore-

going Articles of lncorporti 
ch excution is act and ded

02-
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CERTIFICATE oF A NttNT J fl --1 2 •

ART'ICLEs of iNCORPO -.ION. '7'
OF

FOR THE PEOPLE

a California nonprofit mutual benefit corporation

Dana V. Read certifies that-

1. He is the sole incorporator of said corporation. Nodirectors of said corporation wore named In the original Articlesof Incorporation filed on June 9. 198C. and none have been elected
Said corporation has no mete:s.

2. He adopts the folloving amendments of the Articles of
Incorporatior. of said corporation:

a) The name of the corporation shell be amended in full
to read as follows:

ARTICLES OF INCORPORATION

OF

FREE THE EAGLE

a California nonprc!it mutual benefit corporation

b) Article I shall be amended in full to read as follows

The name of the corporation Is FREE THE EAGLE.

Dated Jume 10, 1980

Dana W. Reed
Incorporator

000M1O7
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Cercte oa! Amrdn t
FOR TKE PEOPLE - FREE THE EAGLE

VERIFICATION

The undersigned. Dana W. Reed. Incorporator of the corporatior
mentioned in the foregoing Certificate of Amendnmt. declare*
under penalty of perjury that the matters set forth in the fore-
going Certificate of Amendment are true of his knovledge.

Executed at Los Angeles, California on June 10. 1980.

Incorporator

0001OR
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17M K Thu , N.W.

WASHINGTON, O. C. 8 0

JAN W. BARAN
(202) 429-7330

August 10, 1987

Cl

-0
Robert Raich, Esquire

Office of General Counsel
Federal Election Commission co
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191. American gnarnA Centre. Inc.. at al.

Dear Mr. Raich:

This letter is to confirm that this of fice has withdrawn
C its representation of Weal B. Blair and Charles R. Newton in

the above-captioned matter. Mr. Mark S. Levinstein already
has entered an ap on behalf of Mr. Blair. Other

tn counsel is expected to enter an aa on behalf of Mr.
Newton in the very near future.

to
I further wish to confirm that depositions originally

scheduled for Auqust 5, 1987 ham been reodbeduled to
August 20, 1987. Pending any f rescedlin, Mr.

C William T. Jacobs will appear at your offioes at 10:00 a.m.
on August 20, 1987 for a deposition which I nde rtand will
last approximately 30 inutes. Mr. Newton will formally
confirm his availability on that- date through now counsel.

Sincerely,

JanW arn

cc: William T. Jacobs
Charles R. Newton
Mark S. Levinstein, Esquire



FEDERAL ELECTION COMMISSION
WASHINCTON. 0 C. 2M3

August 13, 1987

Jan W. Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.V.
Washington, D.C. 20006

RE: MUR 2191
RUFFPAC and William T.

Jacobs, as treasurer

Dear Mr. Baran:

This letter will confirm that on June 30, 1986, the
Commission found reason to believe RUFFPAC and William T. Jacobs,
as treasurer, violated 2 U.S.C. 5 434(b). The inclusion of that
Section of the Act was Inadvertently omitted from the
Commission's July 3, 1986, letter informing the respondents of
the Camilsslon' s reason to believe findings against then.

- In 9umary, the Comission has found reason to believe that
the above-referenced respondents violated 2 U.S.C. 55 441b(a),

LI) 441f, and 434(b).

Sincerely,

Lawrence 1. Noble
Acting General Counsel

By: Lois G. Lerner
Associate General Counsel
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s_'(ATMEN oF DESIGA TIoN oF co UNEL

MUR 2 1 q I

NAME OF COUNSEL: Herge, Sparks, Christopher & Biondi

ADDRESS: 8201 Greensboro Drive, Suite 200

McLean, Virginia 22102

TELEPHONE: (703) 848-4700

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

codnunications from the Commission and to act on my behalf before

thfCommission.

Date

RESPONDENT' S NAME:

ADDRESS:

Signature

OAbdVi- ~ &L4V

cc~Rue lop~ 0

(~s~reiIe 1i 77 ~ z
HOME PHONE:

BUSINESS PHONE:

0
C

Lf

nV



0 ORIGINAL

BEFORE THE FEDERAL ELECTION COAISSION

3 In Re:

4 MUR 2191

6 Thursday, August 20, 1987

7 Deposition of:

a WILLIAM T. JACOBS,

9 a witness in the above-entitled matter, called for

10 examination by counsel for the Federal Election Commission,

11 pursuant to Notice, and agreement of the parties as to the

12 time and place, beginning at 10:00 a.m., in the offices of the

13 Federal Election Commission, 999 E Street, NOW-thwst,

14 Washington, D.C. 20463, before Patricia Anne Minson, a

15 Notary Public in and for the District of Columbia, when were

16 present on behalf of the respective parties:

17

18 a

19

20

21

22 ORIGINAL
KILTON, DAWSON & NINSON, INC.



I APPEARANCES:

2

3 On Behalf of tne Federal Election Commission:

4 ROBERT A. RAICH, Esquire

5 999 E Street, Northwest

6 Washington, D.C. 20463

7

8 On Behalf of the Responent:

9 JAN W. BARAN, Esquire

10 Wiley, Rein & Fielding

11 1776 K Street, Northwest

S 12 Washington, D.C. 20006

U 13

14 Also Present: Lee Anderson, Federal Election Comission

15 Celia Jacoby, Federal Election Commission

16

17-

18

19

20

21

22

MILTON, DAWSON & MINSON, INC.
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EXAMINATION BY COUNSEL FOR:
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Thereupon,

WILLIAM T. JACOBS,

a witness for the Respondents was called for examination by

counsel for the Federal Election Comnission and, having been

duly sworn by the Notary, was examined and testified as

follows:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

Is

16

17

1s

19

20

21

22

Q

A

Q

A

Q

you just

A

What is your business address?

11244 Waples Mill Drive, Fairfax, Virginia.

And your business telephone number?

385-3115.

Are the business address and telephone number that

stated your only business address and phone number?

No.

MILTON, DAMSON & NINSON, INC.

EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

COMMISSION:

BY MR. RAICH:

Will you please state your name?

William Thomas Jacobs.

What is your home address?

12351 Timberlane Drive, Manassas, Virginia.

And your home telephone number?



w I Do you have other business aadresses and phone

2 numbers?

3 A Yes.

4 0 How many?

5 A One.

6 0 Will you please state your second business address?

7 A 25 E Street, Washington, D.C. and, I guess, it is

a Northwest. We just moved, so I am not sure. It is up by the

9 Union Station.
C4

10 Q Do you know the zip code?

11 A No.

12 Q What is your second business telephone number?

13 A I don't know yet, I have not used it.

14 Q Have you ever had your deposition taken before?

15 A No.

16 Q I am going to ask you a series of questions. If at

17 any time you do not understand the question, simply say so, and

18 I will try to rephrase the question.

19 If you do not tell me that you don't understand the

20 question, I will assume that you do understand the question and

21 that your answer is responsive.

22 Is that clear?

MILTON, DAWSON Z MINSONr INC.

OPM - - mom o



I A Yes.

2 MR. BARAN: May I make a comment here, counsel?

3 MR. RAICH: Yes.

MR. BARAN: I would like at this time for the record

5 to reflect that Mr. Jacobs is appearing here pursuant to

6 subpoena issued by the Federal Election Commission. We

7 received the subpoena which initially called for what was

8 anticipated to be a 30 minute deposition.

9 I have corresponded with you reflecting our

C1 10 understanding regarding the length of this deposition, and I

11 would like to confirm at this time that you anticipate this

12 to be between 30 and 60 minutes in length, barring w leted

13 circumstances.

r) 14 I am making this conmnt for the record, not to

S1 obstruct any kind of reasonable inquiry about the Commission
C)

16 or about the witness, but to reflect our conversations and

17 correspondence recently that indicated that this was to be

Is a relatively short deposition, which was necessary in lieu of,

19 for example, responses to interrogatories, and rather than

20 provide sworn responses in written form, you have requested

21 oral testimony, whicn, of course, means added expense for the

22 comuission in terms of having the reporter and so forth, and

ILTON, DAWSON & NINSOl, INC.



7

I added expense to my client in terms of preparation.

2 If this is going to turn into a lengthy deposition,

3 which none of us as I understand it expect it to be, I will

4 interject at that time a request for a recess, so that my

5 client can prepare for a different sort of deposition, than

6 that which we are expecting.

7 MR. RAICH: Of f the record.

8 (A brief discussion was held off the record.)

9 MR. RAICH: Back on -he record.

C4 10 I would like the record to reflect that I nave not

11 made any cranitment with regard to the length of this

b 12 deposition. The time is now 10:10. If the time becomes

13 close to 11:00, we will recess and readjourn this deposition

4) at some other time.

15 MR. BARAN: Thank you.
C)

16 BY MR. RAICH:

17 Q Mr. Jacobs, Patricia here is taking down everything

18 that we say. It is difficult for her to transcribe gestures,

19 or to transcribe sounds which are not words. So, it is

20 necessary for you to respona to questioning verbally.

21 Do you understand?

22 A Yes.

MILTON, DAWSON & MINSONr INC.



2 A

5 A

6 Q

7 A

8 Q

9 A
LS')

10 QA

12 Q

I 13 A

n 14 Q

15 A

16 0

17 Free the

18 A

19 0

20 Ruff-PAC?

21 A

22 Q

4
1W

S

What is your current job title?

Vice President of Finance and Administration and

At what company?

Free the Eagle.

Do you have any other job titles?

Yes.

How many?

One.

What is your other job title?

Treasurer of Ruff-PAC.

When did you start working for Free the Zagle?

December of '84.

When did you start working for Ruff-PAC?

December of '84.

What was your title when you started working at

Eagle?

Vice President of Finance and Administration.

What was your title when you started working at

I didn't have a title for the first month.

When did you receive a title?

NILTONo DAMSON & PINSON, INC.



A January or February of '85.

2 Q What was that title?

3 A Treasurer of Ruff-PAC.

4 Q What do your duties with regard to Free the Eagle

5 consist of?

6 MR. BARAN: Do you understand the question?

7 THE WITNESS: Yes, I think so.

a Running the finances, the administration, and the

0 9 marketing for Free the Eagle.

04 10 BY MR. RAICH:

11 Q Anything else?

I 12 A No.

13 Q To whom do you report to?

14 A Howard Segermark the managing director.

IS S-e-g-e-r-m-a-r-k.

16 Q Have you always reported to Mr. Segermark in your

17 job with Free the Eagle?

18 A No.

19 Q When did you start reporting to Mr. Segermark?

20 A About two months ago.

21 Q To whom did you report prior to two months ago?

22 A Could you repeat -- I have had several bosses.

PILTON, DAWSON & NINSON, INC.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

1s

16

17

is

19

20

21

22

Howard Segermark, the President of Ruff-PAC.

When did you start reporting to Mr. Segermark?

Approximately two months ago.

ILTON, DAMSON & NINSONr INC.

In
tV)

1~3.

Q luaediately before Howard Segermark was your boss,

who was your boss?

A Neal Blair.

Q And before Neal Blair was your boss?

A Mark Stoddard.

Q And before Mark Stoddard was your boss?

A That was the first.

Q Would it be correct to say that Mark Stoddard was

your boss in December of 1984?

A Yes.

Q Wnen aid ne cease being the person to whom you

reported?

A I think it was September of '85, give or take a

moth, when he left the organization.

Q Did you report to Neal Blair from September of '85

until approximately two months ago?

A Yes.

Q To whom do you report with regard to your Ruff-PAC

duties?

10



S
I Prior to that time to whom did you report?

2 A Neal Blair.

3 0 And prior to that to whom did you report?

4 A Mark Stodard.

5 Q Did you report to Mark Stoddard when you began

6 worKing for Ruff-PAC?

7 A Yes.

a Q When did you cease reporting to Mark Stoddard?

9 A Approximately September '85.

04 10 Q Did you report to Neal Blair with regard to your

11 Ruff-Pac duties from September of '85 until approximately

S 12 two months ago?

13 A Yes.

14 Q Can you tell me the reason that you no longer
15 report to Neal Blair?

16 A necause Howard Segermark is now the person that

0. 17 runs Ruff-PAC.

18 Q Do you know the reason that Howard Segermark

19 became the person who runs Ruff-PAC?

20 A No, I don't.

21 Q Do you the reason that you ceased reporting to

22 Stoddard in approximately September of '85, and began reporting

MILTON, DAMSON & NINSON, INC.
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I to Neal Blair?

2A Yes.

3 0 What was that reason?

4 A Mark Stoddard left the organization.

5 Q Do you know why Mark Stoddard left the organization?

6 A Yes.

7 0 Wnat was that reason?

8 A To go into business for himself in Utah.

0% 9 0 When we stated, "the organization,- just now, what

C 10 organization were we referring to?

11 A I would assume Ruff-PAC.

12 0 Were you also referring to Free the Eagle?

W) 13 A I assumed Ruff-PAC.

14 Q Would it be accurate to say that you ceased working

15 for Mark Stoddard in approximately September '85 with regard

16 to your Free the Eagle activities for the same reasons that

17 Iyou began working for Neal Blair with regard to your Ruff-PAC

18 activities at that time?

19 A Yes, sir.

20 Q In other words, Mark Stoddard left Free the Eagle

21 to begin work in private business in Utah in approximately

22 September '85. Is that correct?

MILTON, DAMSON & NINSON, INC.
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I MR. BARAN: I object, the question has been answered

2 in other forms already.

3 MR. RAICH: The witness answered the question with

4 regard to Ruff-PAC not Free the Eagle.

5 MR. BARAN: All right, you can ask the question

6 10,000 different ways. The answer has already been provided.

7 He has testified that Mr. Stoddard left at that time for the

8 stated reason.

9 BY MR. RAICH:
0

10 0 Did mr. Stoddard leave Ruff-PAC for the same reason

11 that he left Free the Eagle?

-@ 12 A Yes.

13 Q What is your education?

14 A Masters' Degree, accounting and finance, M. S.

15 Q To whom nave you spoken concerning this aeposition

16 or your testimony todayY

17 A I don't understand the question.

18 Q Have you talked to anybody about this deposition or

19 your testimony today?

20 A Just my lawyer.

21 Q Nobody else?

22 A Nobody else.

MILTON, DAWSON & MINSON, INC.
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3
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5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Center?

A

Q

than Free

A

Q

the Eagle?

No.

Are you an officer of any organizations other

the EagLe and Ruff-PAC?

No.

Do you know who all the officers are of Free

MILTON, DAWSON 6 MINSON, INC.

Lf)

'~3.

t')

Q Have you used any materiaLs in preparation for

this deposition?

A I don't understand that question.

Q Have you referred to any written materiaLs when

you prepared for this deposition?

A Just what I supplied you.

Q What you supplied us was the documents in

response to our document request. Is that correct?

A That's correct.

Q Are there any other documents that you have

discovered, since you submitted the documents in response

to the document request, that wouLd be responsive to that

document request?

A No.

Q Are you an officer of the American Heritage
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1 A Yes.

2 Q Can you please state their names?

3 A Howard Segermark and myself. Those are the

4 only two officers now.

5 Q Have there been other officers before?

6 A Yes.

7 Q Who were the other officers?

8 A Mark Stoddard.

C*4 9 Q Anyone else?

10 A Neat BLair.

11 Q Anyone eLse?

12 A Not that I know of.

U 13 a Was Stoddard an officer of Free the EagLe until

to) 14 September of '85?

15 A Yes.

C' 16 MR. BARAN: I object.

17 BY MR. RAJCH:

18 W Was Neal Blair an officer of Free the EagLe

19 until approximately two months ago?

20 A Yes.

21 Q What office did Neat BLair hold in Free the

22 EagLe?

MILTON, DAWSON & MINSON, INC.
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MILTON, DAWSON & MINSON, INC.
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A President.

Q What office did Mark Stoddard hold in Free the

Eagle?

A Executive Vice President.

Q Did the two of them, Stoddard and Blair, hold

their offices simuLtaneousLy, prior to September of '85?

A Yes.

Q Did you know who the directors of Free the

Eagle are?

A Yes.

Q PLease name them?

A Howard Ruff, NeaL BLair, Richard Stratford,

Howard Segermark, Park Stoddard.

Q Anyone eLse?

A No.

Q Have these people always been the directors of

Free the Eagle since its inception?

A I don't know.

Q Have these people aLways been the directors of

Free the Eagle since you started working there?

A No.

Q PLease tell me what changes there have been on
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I the board of directors since the time you started working

2 there untiL the present date?

3 A Richard Stratford and Howard Segermark have

4 been added to the board.

5 Q When were they added?

6 A I don't know.

7 Q When you started working for Free the EagLe,

8 were the onLy directors Mr. Ruff, Mr. BLair, and Mr.

9 Stoddard?

10 A No. There was one other.

11 Q Who was the other one?

12 A I think his name was Robert ALden.

13 Q When did he cease his duties as a director of
l)

14 Free the EagLe?

qT 15 A I don't know.

C" 16 Q Have there been any other directors of Free the

n 17 EagLe since the time you started working there?

0N, 18 A I don't betieve so, no.

19 Q Does Free the EagLe have any sharehoLders?

20 A No.

21 Q Do you know who the officers of American

22 Heritage Center are?

MILTON, DAWSON & MINSON, INC.



I A Yes.

2 Q PLease name them?

3 A There aren't any.

4 Q Have there ever been?

5 A I think so, yes.

6 Q When were there officers of American Heritage

7 Center?

8 A 1984, 1985.

U) 9 Q Who were the officers during 1984 and 1985?

t4 ) 10 A I don't reaLLy know. I don't know.

11 Q Do you know the reason that there were officers

12 of American Heritage Center in 1985 but not today?

13 A Yes.
U)

14 Q What is that reason?

15 A American Heritage Center doesn't exist.

16 Q Do you mean that American Heritage Center is no

I') 17 Longer a corporation?

18 A It has been cLosed down.

19 Q When was it cLosed?

20 A I think it was in January of this year. It

21 couLd have been February or March. I don't know the date

22 exactLy. It was recent.

MILTON, DAWSON 9 MINSON, INC.
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19

6

in 1986?

'86.

Were there officers of American Heritage Center

A Yes, there had to have been.

PR. BARAN: Do you know if there were?

THE WITNESS: It wasn't active, reaLLy, in

No, I don't know if there were.

BY MR. RAICH:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

MILTON, DAWSON & MINSON, INC.
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Q Do you know who the officers were?

A No.

a Do you know who the directors of the American

Heritage Center were?

A No.

a Do you know if American Heritage Center now has

any directors?

A It does not. It is cLosed. It has nothing.

Q Do you know if American Heritage Center ever

had any stockhoLders?

A No, I don't know.

Q In September of 1985, did you permit your name

to be used to effect a contribution from American

Heritage Center to Ruff-PAC?

A I don't understand the question.
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1 While we were off the record, Mr. Baran stated

2 that the witness is wiLLing to discuss the fact that when

3 he made his contribution to Ruff-PAC, he had received

4 proceeds of a Loan from American Heritage Center for that

5 contribution.

6 MR. BARAN: If we are going to have FEC counsel

7 recapsuLize my conversations off the record, then I think

8 that FEC counsel ought to not go off the record.

o 9 I was just trying to expedite this deposition,

Ile)10 and if you wish to go on the record, I am fully capable

11 of representing my statements first hand, rather than

12 having somebody else summarize them.

13 MR. ANDERSON: ALL we are doing is noting for

14 the record that we had an off the record conversation and

15 that we were giving a brief summary about what it was

C' 16 about. We are not attempting to recap or restate that

17 testimony, Mr. Baran.

18 MR. BARAN: I will object to any summarization

19 or characterization of any conversations that I have had

20 with counsel off the record, as I am sure counsel will

21 object if I try to capsuLize my interpretation of their

22 statements.

MILTON, DAWSON 8 MINSON, INC.
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1 BY MR. RAICH:

2 Q When you made your contribution to American

3 Heritage Center in September of '85 -- pardon me, to

4 Ruff-PAC in September of '85, did American Heritage

5 Center Loan you money approximately equal to the amount

6 of your contribution to Ruff-PAC?

7 A Yes.

8 Q After you received your refund from Ruff-PAC,

O 9 did you reimburse American Heritage Center for the money

10 it had given you?

S11 A Yes.

12 Q Where did you get the idea to make a

13 contribution to Ruff-PAC?

14 A From Neat BLair.

15 Q Did he state to you in a conversation that he

0 16 wanted you to contribute to Ruff-PAC?

r') 17 A No, he did not.

18 Q How did Neal Blair give you the instruction to

19 make the contribution to Ruff-PAC?

20 A Neat BLair suggested that American Heritage

21 Center could make Loans to empLoyees and employees could

22 make Loans to Ruff-PAC.

MILTON, DAWSON & MINSON, INC.
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a Did he do this in a conversation

2 A Yes.

3 Q Was anyone else present at this conversation?

4 A No.

5 Did you know a reason for Mr. Blair's

6 instructions that you make the contribution to Ruff-PAC?

7 A I don't understand the question.

8 Q Do you know why Mr. Blair asked you to

o 9 contribute to Ruff-PAC?

10 A He did not ask me to contribute to Ruff-PAC.

11 Q Did he instruct you to contribution to Ruff-

12 PAC?

13 A No, he didn't.

V) 14 Q Did he suggest that you make a payment to

15 Ruff-PAC?

C) 16 A NeaL BLair suggested that we could make a

t') 17 contribution to Ruff-PAC.

18 Q Did he state that there was a need for Ruff-PAC

19 to receive the money at the time?

20 A No. He didn't.

21 Q Did Mr. Blair ever previously, that is prior to

22 September of '85, tell you that employees could

MILTON, DAWSON & MINSON, INC.
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1 contribute to Ruff-PAC and receive money from American

2 Heritage Center for their payments?

3 A No. He did not.

4 Q Do you know what was different in September of

5 '85 that caused Mr. BLair to make that statement to you?

6 A Yes.

7 Q What was that?

8 A Ruff-PAC needed funds.

9 Q Do you know why Ruff-PAC needed funds.

10 A Yes.

11 Q Why?

12 A To get a maiLing out, an advertising.

13 a How much money did Ruff-PAC need?

14 A I don't remember exactLy.

15 a Did NeaL BLair suggest to anyone eLse that they

16 couLd make a contribution to Ruff-PAC and receive

17 reimbursement for that from American Heritage Center?

18 A I don't know.

19 Q Did you state to anyone eLse that they couLd

20 make a payment to Ruff-PAC and receive a reimbursement

21 from American Heritage Center?

22 A Yes, I did.

MILTON, DAWSON & MINSON, INC.
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1 Q To whom?

2 A Dave O'Mara.

3 Q Anyone else?

4 A No.

5 9 Do you know if in September of '85 any persons

6 other than you and Dave O'Mara made payments to Ruff-PAC

and received reimbursements for those payments from

8 American Heritage Center?
041 9 MR. BARAN: I an going to object here, just to

10 the form of the question. Counsel has been using the

11 word reimbursement, when the witness has previousLy

12 testified that there weren't any reimbursement, but he

13 has confirmed that, at Least thus far in the testimony,

n 14 he made a donation to Ruff-PAC with the proceeds of a

15 Loan from American Heritage Center.

16 Just for the purpose of cLarification, perhaps

17 we couLd change the terminoLogy of the questioning.

18 MR. RAICH: Fine.

19 BY MR. RAICH:

20 Q Do you know of any people, other than Dave

21 O'Mara and you, who made a donation to Ruff-PAC with the

22 proceeds of a Loan from American Heritage Center in

MILTON, DAWSON & MINSON, INC.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

MILTON, DAWSON 9 MINSON, INC.

t)

nv )

September of '85?

A Yes.

Q Who?

A NeaL BLair.

Q Anyone else?

A No.

Q Had NeaL Blair asked you to tell Dave O'Mara

about this suggestion concerning making the donation to

Ruff-PAC with the proceeds of a Loan from American

Heritage Center?

A Yes.

Q Did NeaL BLair ask you to request that anybody

eLse make a donation to Ruff-PAC with the proceeds of a

Loan from American Heritage Center?

A No.

Q Do you know why American Heritage Center didn't

just write a check itseLf to Ruff-PAC?

A No.

Q Did anybody teLL you why American Heritage

Center didn't simply write a check for that amount to

Ruff-PAC?

A No.
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I Q In January of 1985, did you make a donation to

2 Ruff-PAC?

3 A No.

4 Q I am taLking about a $754 contribution recorded

5 by Ruff-PAC as received from you in January of '85. Does

6 that refresh your recollection?

7 A It was '84, December of '84.

8 MR. BARAN: If I may, counseL, we wouLd Like to

qT 9 cLarify a point of representation made to the Commission

10 in my Letter of September 5, 1986 at the request of my

11 cLients.

12 In that Letter, I represented that a $754

13 donation by Mr. Jacobs was made with the proceeds ofLr)

14 funds from American Heritage Center. If I may confirm

15 through direct testimony of Mr. Jacobs, I wouLd Like at

16 this time to set the record straight.

17 EXAMINATION BY COUNSEL FOR THE RESPONDENT:

18 BY MR. BARAN:

19 Q Mr. Jacobs, was that donation in January of

20 1985 in the amount of $754 made with the proceeds of any

21 money from American Heritage Center?

22 A No, it was not, and it wasn't in January

MILTON, DAWSON & MINSON, INC.
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either.

Q Can you state for the record the circumstances

of that contribution, please?

A In December of '84, Ruff-PAC was down to its

last few doLLars, a creditor which came to the door with

part of our mailing that we needed to send out and would

not give it to us unless we paid the biLL. We had no

money to pay the biLL. I wrote my own personal check for

that money.

Q So, the contribution of $754 is an income

contribution by you of your personal funds on behalf of

Ruff-PAC?

A That is correct.

Q Were you subsequently reimbursed by Ruff-PAC

for that contribution in kind?

A Yes, I was.

MR. BARAN: Thank you.

EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

COMMISSION:

BY MR. RAICH:

Q Prior to the time that you were subsequently

reimbursed by Ruff-PAC, had you received any kind of

V
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1 payment from anybody?

2 A No.

3 Q In other words, you personally were out the

4 $754 from the time you made the donation to Ruff-PAC

5 until the time it reimbursed you. Is that correct?

6 A That is correct.

7 Q Did anybody teLL you to make the donation

8 yourseLf with your own funds?

9 A No.

10 Q Going back to the September 1985 transactions

11 we had discussed earLier concerning yourseLf, Dave O'Nara

12 and Mr. BLair, do you know why American Heritage Center

13 provided the Loans, proceeds of which the donations were
Lfl

14 made, rather than some other entity?

15 A No. I don't.

16 Q WouLd it be accurate to say that Mr. BLair

17 simpLy told you that American Heritage Center couLd

Is provide the Loans and that he did not mention any other

19 entity? WouLd that be accurate to say?

20 A Yes, it would.

21 Q Did you ask him why he was mentioning American

22 Heritage Center and not another entity?

MILTONo DAWSON & MINSON, INC.
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1 A No. I did not.

2 I hand you what has been marked as Exhibit A.

3 (The document referred to was

4 marked Government's Exhibit

5 A, for identification.)

6 BY MR. RAICH:

7 Q Do you recognize Exhibit A?

8 A Yes.

. 9 Q PLease describe Exhibit A?

10 MR. BARAN: I object. The document speaks for

11 itsef.

12 MR. RAICH: I am asking for the witness'

13 description of the document.LI)

14 MR. BARAN: The document wiLL be in the record

15 and speaks for itseLf. If you have a question about the

C' 16 document, I am sure he can respond to it.

17 BY MR. RAICH:

18 Q What is Exhibit A?

19 MR. BARAN: I wiLL object again. The document

20 speaks for itseLf. If you have a question about the

21 document, Mr. BLair wiLL attempt to respond to that

22 question.

MILTON, DAWSON & MINSONr INC.
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1 MR. RAICH: Mr. Jacobs is the witness.

2 BY MR. RAICH:

3 Q You may answer the question.

4 MR. BARAN: What is your question about this

5 document, counseL?

6 MR. RAICH: Exhibit A is a check, which

7 purports to be on an American Heritage Center account,

8 made out to Neat BLair in the amount of $4,000. This

o 9 document is among those provided by the witness in

10 response to the Commission's document request.

11 BY MR. RAICH:

12 Q Can you teLL me, Mr. Jacobs, where the originaL

13 of this document is Located?Lt)

14 A It is at the Fairfax office.

15 Q Can you provide the back side of this check?

16 A CertainLy.
tv) 17 MR. RAICH: Off the record.

18 (A brief discussion was held off the record.)

19 MR. RAICH: We are back on the record.

20 While we were off the record, we discussed

21 recessing this deposition now, and reconvening it for

22 11:00 in the morning on Wednesday, September 16, 1987.

MILTON, DAWSON & MINSON, INC.
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1 At that time, Mr. Jacobs wiLL provide the back

2 of the check which constitutes Exhibit A, if he doesn't

3 1 provide it before then.

4 Is that accurately reflected?

5 MR. BARAN: Yes.

6 I would Like to place one caveat. I do not

7 have my personal calendar with me, based on recoLLection,

8 I don't believe I have any conflict with the proposed

9 rescheduLing of this deposition. I wiLL confirm that

10 with FEC counseL when I return to my office, if that is

11 satisfactory.

12 With respect to producing the back of this

n 13 Government Exhibit A, we wiLL, as I understand, proceed

IT 14 to Locate that, and we have no objection to producing

15 that either at the reconvening of the deposition or

16 beforehand.

17 I would Like to ask FEC counsel if there are

18 any simiLar requests that he wouLd Like to oake at this

19 time in anticipation of reconvening this deposition.

20 MR. RAICH: There are none that I know of at

21 this time.

22 This deposition is recessed until September

PIILTUNO DAW3QN A MIN30H INC.
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1 16th or other time that we mutuaLLy agree upon.

2 (Whereupon, the instant deposition ceased at

3 10:52 a.m., to be reconvened September 16, 1987, at 11:00

4 a.m.)
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1 ACKNOWLEDGMENT OF DEPONENT

2 BEFORE THE FEDERAL ELECTION COMMISSION

3 In Re: MUR 2191

4 I do hereby acknowledge that I have read and

5 examined the foregoing pages 4 through XX, incLusive, of

6 the transcript of my deposition and that:

7 (Check appropriate box):

8 ( ) the same is a true, correct and compLete

9 transcription of the answers given by me

Ln 10 to the questions therein recorded.

S11C ) except for the changes noted in the

12 attached errata sheet, the same is a true,

13 correct and complete transcription of the

14 answers given by me to the questions

lq 15 therein recorded.

C0 16

17 (Date) Signature

18

19

20

21

22
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1 CERTIFICATE OF REPORTER/NOTARY PUBLIC

2 I, Patricia Anne Minson, a Notary PubLic in and

3 for the District of CoLumbia, before whom the foregoing

4 deposition was taken, do hereby certify that the witness

5 whose testimony appears in the foregoing deposition was

6 duly sworn by me; that the testimony of said witness was

7 taken by me hereof and thereafter reduced by typewriter

8 i under my supervision; that said deposition is a true and

CNJ 9 accurate record of the testimony given by said witness;

10 that I am neither counsel for, related to, nor employed

11 by any of the parties to the action in which this

12 deposition was taken; and further, that I am not a

13 relative or employee of any counsel or attorney employed

14 by the parties hereto, nor financiaLLy or otherwise

Nr 15 interested in the outcome of this action.

C) 16

17

18 Patricia Anne Pinson

19

20 My commission expires: March 14, 1990.

21

22
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4 MUR 2191

6 Thursday, August 20, 1987

7 Deposition of:

a NEAL B. BLAIR,

9 a witness in the above-entitled matter, called for

t! 10 examination by counsel for the Federal Election Comission,

11 pursuant to Notice, and agreement of the parties as to the

12 time and place, beginning at 11:00 a.m., in the offices of

tn 13 the Federal Election Comission, 999 E Street, Northwst,

) 4 Washington, D.C. 20463, before Patricia Anne Minson, a

15 Notary Public in and for the District of Columbia, when were

16 present on behalf of the respective parties:
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6

7 On Behalf of the Respondent:
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it 10 Hill Building

11 Washington, D.C. 20006

* 1

U) 13 Also Present: Lee Anderson, Federal Election Commission
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1 Thereupon,

NEAL B. BLAIR,

3 a witness for the Respondents was called for examination by

4 counsel for the Federal Election Commission and, having been

5 duly sworn by the Notary, was examined and testified as

6 follows:

EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

a COMMISSION:

9 BY MR. RAICH:

tn 10 Would you please state your name?

A11 Neal B. Blair.

12 Q What is your home address?

13 A I don't give out my home address, if it is for public

14 record. If it is kept within the agency, I can give it to you.

15 Q This deposition will become part of the public

16 record at the conclusion of this investigation.

O0 17 MR. LEVINSTEIN: Neal would just like to give his

18 post office address, post office box, if that would do the

19 same.

20 MR. RAICH: That would be fine.

21 BY MR. RAICH:

22 Q What I would like to do is know how to get in touch

PILTON, DAMSON 6 NINSON, INC.
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with you should you no longer have an attorney whom I can

2 contact.

3 A Sure. Of course.

Q What would be post office box at which you can be

contacted?

6 A 729, Box 7291, McLean Virginia 22030.

7 Q What is your home telephone number?

8 A

9 Q What is your work address?

10 A 114 -- Let me see. 11244 Waples Mill Road, Suite J,

11 as in John, Fairfax, Virginia 22030.

12 Q And your work telephone number?

13 A Area code 703, 385-3115.

14 Q Do you have any other work addresses or phone

15 numbers?

16 A Those are the quickest and the best for daily contact.

17 Q Have you ever had your deposition taken before?

18 A Yes.

19 0 You realize that it is necessary to answer questions

20 verbally, because it is difficult to transcribe sounds that are

21 not words, or gestures?

22 A Yes.

ILTON, DAWSON & NINSON, INC.
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Q I am going to ask you a series, of questions. If at

any time you do not understand the question, please just say so

3 and I will try to rephase the question.

4 If you do not tell me that you don't understand the

5 question, I will assume that you do understand the question

6 and that your answer is responsive.

7 Is that clear?

8 A Yes.

9 Q To whom have you talked concerning this deposition or
cO

10 your testimony today?

11 A Counsel, Bill Jacobs, perhaps Mark Stoddard, and

I 12 perhaps Howard Ruff.

13 Q In addition, I assume you spoke to Jan Baran at some

14 point before, about this matter.

15 A By counsel, Jan Baran and then you, probably some

16 passing remarks to my secretary and to my wife -- my secretary's

0- 17 name is Rhonda King -- perhaps some other office employees, but

18 I don't recall any conversation other than the fact that I am

19 going to the FEC on the matter.

20 It is possible there were others. I can't think of

21 anyone.

22 Q With regard to the conversations you had with

MILTONO DAMSON & NINSONO INC.



1W I Mr. Jacobs, concerning this deposition or your testimony, what

2 transpired during those conversations? What did he talk about

3 during those conversations?

4A I asked him what his recollection was of what

5 transpired, and this has been over the past, seems like, the

6 past year. It has been over a long, you know, period of time,

7 since the Dave O'Mara letter was sent to us from the Federal

s Election Commission.

9 Since that time, Mr. Good and I have had severaloC4
10 discussions of on our recollection of what transpired.

11 Q Mr. Good and you?

11 2 A Mr. Jacobs. I am sorry.

U* 13 Q During those conversations, did you discuss anything

n 14 other than your recollections of events.

15 A Not that I recall.

16 Q When was the last time you discussed this matter with

1? Mr. Jacobs?

1s A It would have been within the last month.

19 Q Do you recall that conversation?

20 A Nothing much, other than it wasn't any different than

21 our conversations over the last year or so.

22 Q By that, do you mean you simply talked about events

HILTON, DAMSON & NINSONr INC.
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. 1 as they happened, rather than what you would be discussing at

2 the deposition. Is that what you mean?

3 A I don't ever recall having -- discussing anything

4 about what would happen at the deposition, but just discussing

5 our recollection of events and any information that we had not

6 gathered that we could bring to light.

7 Q Would any conversations with Mr. Stoddard have been

a of a similar nature?

09 A Yes. They would have been something to the effect,

10 10 do you have any information that would bring anything to

11 light regarding this matter.

12Q Did Mr. Stoddard have any recollections?

13 A Not that I recall.

1) 14 Q in any conversations you had with Mr. Ruff?

1s A The question being what about Mr. Ruff.
Q-

16 Q Would any conversations you had with Mr. Ruff have

17 been simply about recollections of events as they occurred?

18 A No. I think with Mr. Ruff it would have been more

19 accented toward what brought this about, and when are you going

20 to see the FEC people, something to that effect.

21 Q When did you last speak to Mr. Ruff?

22 A On this matter?

MILTON, DAMSON Z NINSON, INC.



W I Q Yes.

2 A Probably within the last two or three months.

3 Q When did you last speak to Mr. Ruff at all?

A Within the last week, I believe.

Q Have you used any materials in preparation for this

6 deposition?

7 A Not that I can think of.

8 Q What is your current job title?

9 A In relation to what? I do a lot of jobs.

10 Q What are your current positions?

11 A With all the jobs that I do?

12 Q Please.

13 A I don't think, counsel, I don't think all of my jobs

14 are really relevant. I would certainly -- Anything referring

15 to Ruff-PAC or any political organizations? 'That could take a

16 long time.

17 He said every job I could think of. It could go on

18 for a long time. My main job is with Free the Eagle, and I am

19 the Chief Lobbyist and Legislative Representive and their Chief

20 Fund Raising Consultant.

21 My second to main job is for Ruff-PAC and I am their

22 Chief Political Strategist and Chief Fund Raising Consultant.

NILTON, DAMSON & NINSON, INC.
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* 1 My other jobs are -~relate to working with dozens

2 of what we call Freedom Fighting Organizations in town, helping

3 freedom fighters in Nicaragua, Mozambique, Angola, Ethiopia,

4 Cambodia, Laos, and I work in the capacity as a fund raising

5 and legislative strategist in pulling those organizations

6 together.

7 1 also am soliciting, out in the market, fund raising

8 contracts with other not for profit organizations. And that

9 is 100 percent of my time.
C4

NO 10 Q Will it be accurate to say that your main jobs are

11 I with Free the Eagle and Ruff-PAC; is that correct?

* 12 A Yes.

13 Q When did you start working for Free the Eagle?

14 A In June of 1980.

15 Q Is that when Free the Eagle was founded?
0)

16 A Yes.

17 Q Have your duties always been the same with Free the

18 Eagle?

19 A They were until just this month. I was always the

20 President and Chief Executive Officer, and now I am the

21 Legislative Analyst and Fund Raiser.

22 So, they were always the same until August of this

MILTON, *AVSON & MINION, INC,
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year.

2 Q Do you know the reasons that you changed capacities

this month?

MR. LEVINSTEIN: I am going to object to that

question and instruct him not to answer. It is completely

6 irrelevant to this matter.

7 BY MR. RAICH:

8 Q Will you answer the question?

9 A No.

10 Q Is that on the advice of your counsel?

11 A Yes.

12 Q With regard to Ruff-PAC, when did you start working

13 for it?

14 A In March of 1980.

15 Q Was that when Ruff-PAC was founded?

16 A Yes.

17 Q Have your duties always been the same with Ruff-PAC?

18 A Up to August of this year.

19 Q What happened in August of this year?

20 A The same. I became the Chief Political Strategist and

21 Chief Fund Raising Consultant.

22 Q Do you know why you changed capacities?

MILTON, DAMSON & NINSON, INC.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

1?

18

19

20

21

22

MILTON, DAWSON & NINSONO INC.

IV0

A Sure. Let me refer to counsel.

I have no objection to telling you what I have told

everyone including the press. I am very excited about freedom

fighting movements and I spoke to the Board of Directors so

many times that I would like to do marketing packages for them

to help them, and in order to do so, I could not be encumbered

with the full-time administrative responsibilities.

They came up with a proposal, to me, where I could

continue as their Chief Legislative or Political Strategist or

as Fund Raiser. Their proposal was acceptable to me.

MR. LEVINSTEIN: If you want to ask that question

about Free the Eagle, you can do that.

THE WITNESS: Yes, and I would be glad to answer it.

That is the same answer for Free the Eagle, which I would be

glad to --

BY MR. RAICH:

Q Had your title, prior to this month, in Ruff-PAC been

President and Chief Executive Officer?

A. Yes.

Q And you ceased working for Ruff-PAC in those

capacities in order to spend more time working with freedom

fighting organizations. Is that correct?
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A I would phrase it as, I ceased so that the

2 administrative time, rather as opposed to political and

3 legislative and fund raising time would be lessened and I

4 could have time to work with freedom fighting organizations.

5 Q What is your education?

6 A I have a Bachelor's Degree in Political Science, and

7 I have a J.D. Degree in Law.

8 Q Are you licensed to practice law?

9 A No.

1O 10 Q When did you receive your J.D. Degree?

11 A 1974, I believe.

~12Q From what law school?

13 A Western State University.

r) 14 Q In September of 1985, did you permit your name to

15 be used to effect a $3,925 contribution for American Heritage

16 Center to Ruff-PAC?

OK 17 MR. LEVINSTEIN: Could you clarify what you mean by

18 let his name be used?

19 BY MR. RAICH:

20 Q Did you serve as a person through whom American

21 Heritage Center made a contribution to Ruff-PAC in September

22 of 19857

MlLTON, DAWSON & NINSON, INC.
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S A No.

2 Q In September of 1985, did you make a donation to

3 Ruff-PAC?

4 A No.

5 Q Have you ever made a donation to Ruff-PAC?

6 A I may have.

7 Q Do you have any recollection?

a A If so, it would have been $25 or $50, something to

9 that effect.

IO 10 Q Have you ever made any payments of money to Ruff-PAC

11 in amounts larger than $25 or $50 each?

12 A I made a loan to Ruff-PAC in thousands of dollars.

13 I don't recall the exact amount.

14 Q How many times have you done that?

15 A I don't know for sure. I remember one time for sure.

16 Q When was that time?

O. A It would have been a year-and-a-half to two years

1 8 ago.

19 Q Do you recall the approximate amount of the loan?

20 A It could have been very close to the amount that you

21 just -- that you just had previously asked about. It was in

22 the thousands of dollars.

MILTON, DAVSON & NINSON, INC.
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That would be approximately $3,925?

A That sounds correct.

3 Q Did you get paid back by Ruff-PAC?

4 A Yes.

5 Q When you made that loan to Ruff-PAC, was the money

6 you used the proceeds of a loan you received from American

7 Heritage Center?

8 A You mean how did I get the money to loan to Ruff-PAC?

9 Q Yes, how did you?

10 A I was able to get the money from Ruff-PAC at that

11 time because I borrowed some money from American Heritage

12 Center?

13 Q You mean you were able to get the money to Ruff-PACu)

14 because you borrowed money from American Heritage?

15 A No.

16 Q I borrowed the money from American Heritage Center

17 at a time when I did not have funds to loan to Ruff-PAC. After

18 I borrowed the money, I loaned money to Ruff-PAC.

19 Q Do you know why American Heritage Center was the

20 entity from which you received the funds rather than some

21 other organization?

22 A Yes, because I was an officer of American Heritage

NILTON, DAVSON & NINSONO INC.



I Center and I was willing to loan the money, as was the other

2 officer.

3 Q When you were paid back by Ruff-PAC for the money

4 you loaned it, did you then pay back American Heritage Center

5 for the money it loaned you?

6 A Yes, I believe it was after I received the money back

7 After I received the money back from Ruff-PAC, I did repay the

a loan to American Heritage Center. To the best of my

9 recollection, that was the sequence.

IO 10 Q Did you know of any other people who also made

11 donations or loans to Ruff-PAC with the proceeds of loans

12 they received from American Heritage Center?i12 A I could not stipulate it as proceeds from American

I) 14 Heritage Center. So, the way you have phrased your question,

15 the answer would have to be no. I do know of two other

16 people that American Heritage Center loaned money to, who also,

CN 17 1 believe, made loans to Ruff-PAC.

18 Q And, who are those other people?

19 A I believe Bill Jacobs and David O'Mara.

20 Q Do you know of anybody else?

21 A There could have been. I have not gone through the

22 records to refresh my memory on it, but there could have been

MILTON, DAVION & NINSON, INC.
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S i others. But, I think the records would be very clear as to

2 anyone else who had ever loaned us money.

3 Q Did you loan the money to Ruff-PAC because you knew

4 it needed money at the time?

5 A Yes.

6 Q Do you know what it needed the money for?

7 A Yes.

8 Q What was that?

9 A Postage.
0%

10 Q Do you know how much money Ruff-PAC needed at that

11 time?

* 12 A It was under $10,000, I believe. It was in that

13 range, I believe.

14 Q Had you personally requested that either Mr. Jacobs

15 or Mr. O'Mara make loans to Ruff-PAC to help cover that money

16 that Ruff-PAC needed?

1? A No. I did request of Mr. Jacobs, whether or not he

is knew he personally or others might be willing to do so. I

19 didn't -- by request I inquired as to whether or not there

20 would be a willingness to do so.

21 Q You inquired of Mr. Jacobs personally?

22 A Yes.

NILTO4, DAMSON & NINSON, INC,



111 Q Did you personally inquire with regard to anyone

2 else?

3A I don't believe so.

4 Q Did you ask that Mr. Jacobs inquire with regard to

5 other persons?

6 A I believe I did.

7 Q Did you specifically ask Mr. Jacobs to inquire of

8 Mr. O'Mara?

C) 9 A I don't remember mentioning any names.

10 Q But you do remember that you asked Mr. Jacobs to

11 inquire of somebody else?

12 A Yes. I wouldn't say somebody else, I said other

13 persons. I don't remember stipulating anyone.

n) 14 Q Did you indicate to Mr. Jacobs a reason that he

15would be receiving a loan from American Heritage Center rather

16 than some other entity?

17 A I don't ever remember discussing any loans from

18 American Heritage. You are talking in relation to what now?

19 Q In relation to the money that American Heritage

20 Center would loan to Mr. Jacobs so that he would have the

21 money with which to loan Ruff-PAC?

22 A I never phrased it to Mr. Jacobs that way.

MILTON, DAMSON & NINSONr INC.
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' 1 Did American Heritage Center make a loan to Mr.

Jacobs?

3 A I believe so.

Q Did American Heritage Center make the loan to Mr.

O'Mara?

6 A I believe so.

7 Q And both of these loans were approximately the same

8 size as Mr. Jacobs' and Mr. O'Mara's donations -- loans to

9 Ruff-PAC, is that correct?

10 A I don't know. I know that they were in the thousands

11 of dollars.

12 Q Would it be accurate to characterize these loans as

13 one transaction?

14 MR. LEVINSTEIN: Objection. He has answered the

15 question. Whether you want to characterize it or not is up

16 to you.

17 MR. RAICH: I was asking for the witness's

18 characterization.

19 THE WITNESS: I don't understand your question.

20 BY MR. RAICH:

21 Q What I am trying to find is a word that we can use

22 when we discuss both the loans from American Heritage Center to

MILTONo DAUSON & NINSONo INC.



20

' 1 you, Mr. Jacobs and Mr. O'Mara, and the loans that you three

2 made to Ruff-PAC and the repayments of both sets of loans.

3 MR. RAICH: Counsel, if you don't like the word

transaction, I will try to find another term.

5 MR. LEVINSTEIN: You can use any word. You can call

6 it the letter A, you can call it anything you want, if your

7 purpose is to come up with a word, but legal conclusions as to

8 whether they were the same transaction or anything else like

9 that, we will leave to you.c J
10 MR. RAICH: Certainly.

11 MR. LEVINSTEIN: If you want, you can call it the

12 event. I am happy with whatever word you would like to

U 13 suggest.

14 BY MR. RAICH:

15 Q If we call this then the event, you will understand,

16 Mr. Blair, that we are talking about a set of loans made by

17 American Heritage Center to you, Mr. Jacobs and Mr. O'Mara; a

18 set of loans you, Mr. Jacobs and Mr. O'Mara made to Ruff-PAC;

19 and the subsequent repayments of those loans.

20 Is that clear?

21 A Fine.

22 Q Did you discuss this event with anyone other than
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Mr. Jacobs?

A At what time?

3 Q In approximately September of '85?

4 A I don't recall discussing the need for the funds

5 with anyone other than Mr. Jacobs, or having ever discussed

6 it again, until we heard from the FEC much later.

7 Q Did you ever discuss the event with Mr. O'Mara?

8 A I don't recall ever having done so.

9 Q When you requested that Mr. Jacobs make his loan to

10 Ruff-PAC, was anyone else present?

rE 11 MR. LEVINSTEIN: Counsel, I am not sure that he

12 testified that he requested Mr. Jacobs to make a loan to

13 Ruff-PAC. I think he said he inquired as to his willingness to

14 make such a loan.

15 BY MR. RAICH:
Q

16 Q When you inquired as to his willingness to make the

17 loan, was anyone else present?

18 A Not that I can recall.

19 Q Did the amount of American Heritage Center's loan

20 to you and your repayment of that loan to American Heritage

21 Center differ from the amount of your loan to Ruff-PAC and the

22 repayment on that loan?
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S IA I believe that it did.

2 Q Do you know the reason that the amounts differ?

3 A Yes.

4 Q What was that reason?

5 A The reason was since the loan was not earmarked for

6 anything, including a loan to Ruff-PAC, I did not want to make

7 it appear as though it was earmarked. If it was the exact

8 amount, I thought it would appear as such.

9 Q Is that the same reason that the loans regarding

10 Mr. Jacobs and Mr. O'Mara also were slightly different in

11 amounts?

*12 A I believe so, because I believe I recall telling

W 13 Mr. Jacobs that if it were the same Amount it would appear as

M 14 though it were earmarked for such.

15 Did you consider having American Heritage Center
C)

16 make a loan directly to Ruff-PAC?

17 A No, I don't believe so.

I8 Q Is there a reason you wouldn't consider that?

19 A In the past, when Ruff-PAC had borrowed money, it had

20 only borrowed money from individuals. Individuals seemed to be

21 the only entities that we could go to.

22 Q Why did individuals seem to be the only entities you
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1 

could 
go to?

2 A I am not sure I know what you are driving at. That

3 is the only person, you know, you can borrow from. I mean I

4 was a partner in American Heritage Center, and so I was, in

5 fact, one of the two persons deciding that I was loaning money

6 to myself and I can't go to anyone else.

7 Q Would it have been simpler for you to have American

8 Heritage Center make the loan payment directly to Ruff-PAC?

9 MR. LEVINSTEIN: Objection. You are asking him to
U')

10 speculate about something that he said he didn't consider and

11 didn't do.

12 MR. RAICH: I am asking if it would have been

13 simpler.

V) 14 MR. LEVINSTEIN: You can draw your own conclusion

15 about it. If you want to explain on what basis it would have

16 been simpler, and he can either agree or disagree with you on

17 what way it would have been simpler.

18 BY MR. RAICH:

19 Q Had Ruff-PAC ever accepted any kinds of loans from

20 persons other than individuals?

21 A No.

22 Q Is there a reason that Ruff-PAC accepted loans from
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W I only individuals?

2 MR. LEVINSTEIN: First of all, there is no statement

3 that anyone offered to loan any money to Ruff-PAC other than

individuals.

5 In light of that, feel free to answer the question.

6 THE WITNESS: I am not sure what you are driving at.

7 Individuals are the only people that we knew well enough to go

B and to ask for loans.

9 BY MR. RAICH:

10 Q Do you know of any other instances when Ruff-PAC

11 received a loan from persons whom you knew personally?

* 12 A Yes.

13 Q How many instances?U,

14 A I can think of the Ruff-PAC records which show each

15 and every instance, I can think of two.

16 Q Can you name those two now?

17 A One was from Mr. Ruff, Howard J. Ruff, and another

18 was from Mr. Terry Jeffers, J-e-f-f-e-r-s.

19 Q How much money did Howard Ruff loan to Ruff-PAC?

20 A It was in the thousands, I know. It may have been at

21 the five thousand dollar level. Mrs. Ruff also loaned us

22 money, so there would be three. I know it was in the thousands,
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'I and they may have loaned as much as five thousand dollars each.

2 Q Do you recall when Mr. and Mrs. Ruff made their loans

3 to Ruff-PAC?

4 A Only that it has been several years.

5 Q Did they receive repayments?

6 A I believe so.

7 Q Do you recall when they received the repayments?

8 A No. They may have just transferred it to a

9 contribution. I know that one or two of the events they said

10 to call it a contribution, or it was repaid.

I) 11 Q Do you know the amount of money that Mr. Jeffers

12 loaned Ruff-PAC?

Ull 13 A I know that it was in the thousands, and it could

to 14 have also been at the five thousand dollar level.

15 Q Do you recall when he made that loan?

16 A I think it was about the same time as the rest, so

17 it would have been at least several years.

18 Q Did he receive a repayment on that loan?

19 A I believe so.

20 Q Do you recall when?

21 A It would have been sometime after a, probably, a

22 year or more after he made the loan.
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Q Is it your testimony that you know of loans to

2 Ruff-PAC only from Mr. Ruff, Mrs. Ruff, and Mr. Jeffers?

3 MR. LEVINSTEIN: Beyond the ones that we have already

4 discussed.

5 BY MR. RAICH:

6 Q Correct. Beyond the three we have already discussed.

7 A It is my testimony that those are the only ones that

8 I can think of. The records would clearly show if there were

9 any additional loans. We kept a clear record of everycO

10 transaction.
11 Q When you say you kept a clear record of every
12 transaction, do you mean that on one sheet of paper you kept

13 a list of all loans Ruff-PAC received, or do you mean that, in

t' 14 general, Ruff-PAC simply kept records of loans it received?

15 A I mean that in our reports to the Federal Election
C)

16 Commission, we listed every loan that we received.

o. 17 Q Do you know of any single sheet of paper that ever

18 listed loans Ruff-PAC received, listing them all on one sheet

19 of paper?

20 A No, because I believe that they were on different

21 reports, and on different periods of time.

22 Q Speaking now with regard to the event involving the
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loans with you, Mr. Jacobs, and Mr. OlMara, do you know of any

2 single sheet of paper that listed those loans to Ruff-PAC?

3 A I know of no such paper. Again, our report to the

4 Federal Election Commission may list them all, or they may

5 be in on different reports.

6 Q With regard to the loan Ruff-PAC received from

7 Mr. Jeffers, do you know if at about the time Mr. Jeffers made

s his loan to Ruff-PAC, Mr. Jeffers also received a loan in

9 approximately the same amount from another entity?

10 A I would have no way of knowing.

11 Q With regard to the loan Mrs. Ruff made to Ruff-PAC,

912 do you know, at about the time she made that loan, if she

13 received a loan in approximately the same amunt from some

14 other entity?

15 A Again, I would have no way of knowing.

16 Q With regard to the loan Mr. Ruff made to Ruff-PAC,

17 do you know if at about the time Mr. Ruff made that loan to

i8 Ruff-PAC he received a loan in approximately the same amount

19 from some other entity?

20 A Again, I would have no way of knowing.

21 Q Please name all the officers of American Heritage

22 Center?
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C)

A The only officers, I believe, are myself and Mark

Stoddard, and perhaps one of our wives is a secretary or

treasurer, but I am not certain.

Q Do you know which one of your wives?

A No, I am not sure that either one of them are, but

possibly.

Q What office do you hold?

A President.

Q And what office does Mr. Stoddard hold?

A I believe he holds two offices. He may be Chairman

and Treasurer, or Chairman and Secretary, I am not certain.

Q Have the officers of American Heritage Center always

remained the same ever since its inception?

A I believe so.

Q Please name all directors of American Heritage Center?

A I believe all directors are myself, Mr. Stoddard and

our wives.

Q What is your wife's name?

A Corin, C-o-r-i-n.

Q What is Mr. Stoddard's wife's name?

A Elizabeth.

Q Have the directors of American Heritage Center always

LI)

t~)

Q
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' 1 been the same ever since its inception?

2 A I believe so.

3 Q Does American Heritage Center have stockholders?

4A I don't know. I wasn't really aware until very

5 recently that it was really incorporated. I was informed by

6 counsel that the documents have been prepared, but I don't

7 think any stock has been issued. If that is what you are

8 talking about, has stock been issued, I don't believe so.

9 Or, are there stockholders, I don't believe so, but I don't

10 know.

t) 11 Q Does American Heritage Center make a profit?

S12 A To my knowledge, American Heritage Center has not

13 made a profit.

14Q American Heritage Center has never made a profit,

15 is that correct?

16 A As far as Iknow.

17 Back to the word profit, it depends what you mean by

18 profit. one of American Heritage Center's clients was Target

19 Publishing, and because of my services, I received a monthly

20 salary over about a 15 month period, but when it was all over

21 profit was not shown, but income was generated, you know, to

22 myself, but a profit in the normal accounting sense was not
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cO

n)

Q And the income that was generated to you was as the

salary you received over 15 months, is that correct?

A Over about a 15 month period, yes, for services

rendered to Target Publishing.

Q Did anyone else ever receive a salary from American

Heritage Center?

A One time Mark Stoddard received a, for one month,

I believe it was January of one year, a salary for services

for American Heritage Center, and that is the only time that

I am aware of.

Myself, during that period of time, from Target and

one time for Mark Stoddard.

MR. LEVINSTEIN: For the record, let me just add,

the people who ran American Heritage Center seemed to consider

contributions to another entity to be not profit.

So, if they had funds and they sent them to someone

else, they considered that an expense. So, when Neal talks

about profit, I believe, he is taking to account that a genera

contribution to some other entity would be an expense.

I just want to make that clear, because that is how

he explained it to me, but I am aware that other people might

U)

tV)

n9



I not give it that same characterization. So, if you want to

2 ask about that feel free to.

3 MR. RAICH: Sure.

4 BY MR. RAICH:

5 Q You have mentioned two different kinds of

6 disbursements that American Heritage Center has made. It gave

7 you a salary for approximately 15 months and it gave Mr.

8 Stoddard salary for one month.

9 You also stated that American Heritage Center has

co 10 made disbursements in the form of loans to you, Mr. O'Mara and

11 Mr. Jacobs.

* 12 Has American Heritage Center made disbursements to

13 any other individuals that you know of?

14 A No. Disbursements were made to vendors for cost of

15 goods and things of that nature, but other than to vendors or

16 for printing or expenses, there are no other disbursements that

17 I am aware of.

18 MR. LEVINSTEIN: To individuals.

19 THE WITNESS: To individuals, and those were not to

20 individuals, those would be to those vending entities.

21 BY MR. RAICH:

22 Q What kind of business does American Heritage Center
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S I engage in? 

3

2 A Marketing services.

3 Q When you say marketing services, can you describe that

4 for me?

5 A We negotiate with coin dealers or bullion dealers for

6 a good price for coins, and then the coins could then be

7 of ferred to, say, the Free the Eagle contributors, with a

8 substantial royalty going, you know, to Free the Eagle.

9 So, it was an entity that would negotiate marketing

10 agreements to benefit Free the Eagle and then package the

11 transaction for them, and then pay Free the Eagle the royalties.

12Q American Heritage Center would pay Free the Eagle the

13 royalties?

14 A Yes.

15 Q Did American Heritage Center engage in any other
C-

16 activities?

17 A Yes. I performed, through me, as an officer, I

Is performed services for Financial Publishers of America, which

19 is a trade association, and I have performed services for

20 Target Publishers, which is a publishing organization.

21 Q What kind of services did you perform?

22 A For the trade association, it was to get congressional
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I or administrative support to get the SEC out of the newsletter

2 business. For Target Publishers it would be the same kind

3 of services in regard to the SEC and the newsletter business

4 and also to be a Washington representative for Target

5 Publishers to keep them apprised of any legislation that might

6 affect them and to be their advocate in Washington.

7 Q Is American Heritage Center engage in any other

a activities?

9 A I don't believe so.

10 Q Now, the profits that American Heritage Center made

11 from its marketing services went to Free the Eagle. Is that

12 correct?

13 A Yes. We didn't regard them as profits, so I don't

14 know accounting-wise, but the proceeds went to Free the Eagle.

15 That is correct.

16 Q What happened with the proceeds that American

17 Heritage Center received from the other services you performed?

1s A I believe that most of it -- Mot most of it -- Yes,

19 most of it came to me by way of a salary.

20 Q Does American Heritage Center still operate?

21 A No. I had to think because several proposals have

22 come to American Heritage Center and I don't, we haven't taken
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anyone up on them.

2 Should it be accurate to say that right now American

3 Heritage Center is not actively engaged in business?

4 A Yes. It exists as an entity, but Mr. Stoddard and

5 myself have not been utilizing it.

6 Q When was the last time anyone utilized, to use your

7 term, American Heritage Center?

a A I don't recall. I would think it maybe would have

9 been, possibly, within the last year. It would be very easy

CO 10 to check, but my guess is it would be maybe a year ago,

1' 11 perhaps the end of last year. The end of the last calendar

9 12 year.

13 Q Do you know who the officers of Free the Eagle are?

14 A Sure.

15 Q Can you name them please?

C)
16 A Howard J. Ruff, Chairman; Howard Segermark, Managing

K 17 Director; Bill Jacobs, Vice President of Administration; and I

Is think those are the only three.

19 Q Have the three you named always been the officers

20 of Free the Eagle?

21 A No.

22 Q When did the most recent change in the makeup of the
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'officers occur?

A I was the President until this month.

3 Q During the period that you were President, were the

4 other three officers of Free the Eagle the same as the ones

5 you mentioned?

6 A No. During the whole seven year span, no. The only

7 thing that was the same during the seven year span was Howard

8 Ruff, Chairman.

9 Q You first became involved with Free the Eagle in

co 10 1980. Is that correct?

11 A Correct.

12 Q Were you an officer of Free the Eagle in 1980?

13 A Yes.

1" 14 Q What office did you hold?

15 A President.
C 1

16 Q Who were the other officers at that time?
n9
0% 17 A Let's see. Howard Ruff, Chairman; Neal B. Blair,

18 President; I think, Uwardie Smellie -- it is U-w-a-r-d-i-e,

19 Smellie is S-m-e-l-l-i-e -- Secretary/Treasurer; that was at

20 inception. Then Mark Stoddard was Executive Vice President

21 for -- following -- that was originally, then after a year or

22 more, Mark Stoddard came in as Executive Vice President. A
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W position he held for many years. That is S-t-o-d-d-a-r-d.

2 Q Did Mr. Smellie continue --

3 A No. That is Mrs.

Q Mrs. Smellie, did she continue as Secretary/Treasurer

5 during that period?

6 A For several years, but it has been several years

7 since she was onboard.

8 Q When did she cease being an officer?

9 A I don't remember the exact year. My guess is itGo
cO 10 would be in the neighborhood of 1982 or '83.

11 Q After Stoddard became Executive Vice President, you

1 12 were President, Mr. Ruff was Chairman, were there any other

13 officers at that period, once Mrs. Sellie left?

rl) 14 A Bill Jacobs ca on as Vice President for

Nr 15 Administration several years ago.

C)
16 Q Do you recall when he became Vice President of

0.1 17 Administration?

18 A No, but it has been at least two years.

19 Q Have there been any other officers of Free the

20 Eagle?

21 A I can't think of any others.

22 Q Who are the directors of Free the Eagle?
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A Howard J. Ruff, myself, Howard Segermark, Mark

2 Stoddard, and Richard Stratford.

3 Q Anyone else?

4 A No.

5 Q Have you five always been the directors of Free the

6 Eagle?

7 A No.

a Q Starting from its inception in 1980, who were the

9 directors of Free the Eagle?
CK

10 A I believe the original directors were Howard J. Ruff,

11 and Terry Jeffers, and a gentleman from New York City, whose

12 first name was Clifford, and his last name I can't recall right

13 now, I may think of it, but it is clearly in the record, so.t)

14 I believe they were the original directors.

s15 When did that makeup of the board of directors change?

16 A A year or two after its inception.

?1 Q What change was that?

18 A I know that I was added to the board. The gentleman

19 from New York went off. Then, years later, Terry Jeffers went

20 off, and Mark Stoddard came on.

21 Q Did that happen at the same time?

22 A I don't know. I don't think it happened at the
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11W I same time.

2 A fellow by the name of Robert Allen was on the

3 board for a year or more. I don't remember anyone else as

4 having served on the board.

5 Q Do you know approximately when Mr. Jeffers left the

6 board?

7 A No, but it seems like it has been at least three

a years.

9 Q Three years ago?
0

10 A Yes. It seems like it was at least three years ago.

11 Q Do you know when Mr. Stoddard came on to the board?

S12 A No.

13 Q Do you know approximately?U)

t,) 14 A It also would have been at least three years ago, and

15 yet I don't think it was simultaneous. I don't think one

16 replaced the other. It seems like there was a space of time

17 in between.

18 Q In between the time Mr. Jeffers went off and Mr.

19 Stoddard came on?

20 A It seems like it, although it could have been a

21 replacement.

22 Q The year or more during which Mr. Allen was on the
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I board, approximately when was that?

2 A It seems like he has been off for at least a year,

3 so my guess is that he would have gone off of the board

4 sometime in calendar '86, and I think he was on for at least

5 a year.

6 Q Does Free the Eagle have shareholders?

7 A No.

8 Q What kind of activities does Free the Eagle

9 engage in?

10 A Research, education and lobbying.

11 Q Anything else?

i12 A No.

13 Q Has it done anything else in the past?

t) 14 A It has done lots of things. I think they would

Is all come under the research, education and lobbying, like we

16 publish a newspaper, put that under education or lobbying.

rN 17 We call on people on Capitol Hill and we send letters out.

Is We put all that under lobbying. We have never done anything

19 outside.

20 Q Is Free the Eagle in anyway affiliated with

21 American Heritage Center?

22 A No.
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I Q Do they share any of the same offices?

2 A Yes.

3 Q Do they share any of the same employees?

4A They did when I was President of Free the Eagle, and

5 also President of American Heritage.

6 Q Did they share any employees other than you,

7 personally?

a A Not that -- Perhaps, Mark Stoddard, he was Vice

9 President of one and Chairman of the other.
C~4

10 Q Did any other employees of Free the Eagle work on

r) 11 American Heritage Center business?

912 A They may have worked on American Heritage Center

13 business, but never as an employee, to my knowledge. I have

r) 14 no knowledge of that.

15 I Q When you say that, do you mean that the employees of

16 Free the Eagle would work on American Heritage Center business,

17 but they would not receive compensation from American Heritage

18 Center?

19 A When I say that, I am saying that American Heritage

20 may have had a Free the Eagle employee -- nay have had a Free

21 the Eagle employee do something for them. It was to the

22 benefit of Free the Eagle that they may have done it on behalf
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SI of the American Heritage Center.

2 Q Can you explain to me how it would have been to the

3 benefit of Free the Eagle to do work for American Heritage

4 Center?

5 A Sure. A coin offer, for instance. American

6 Heritage was considering doing a, say, a coin offer on the

7 British Royal Mint, Free the Eagle employees would call the

8 British Royal Mint and say, "What are your prices for such and

9 such," or "would you please send us such and such," in that

0% 10 context. The benefit, or the proceeds are to go to Free the

11 Eagle.

12Q Would this be a rare occurance that Free the Eagle

13 employees would do work on behalf of American Heritage Center,

14 or would that happen a lot?

15 A I couldn't address that. I was not involved at that

16 level. Our Vice President for Administration could give you

0% 17 the detailed answers on that.

16a Q The Vice President for Administration was Mr. Jacobs?

19 A Yes.

20 Q Is Mr. Jacobs?

21 A Yes.

22 Q Would you like to take a break now?
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MR. LEVINSTEIN: Please continue.

BY MR. RAICH:

Q What is the Ruff-PAC State Fund?

A Ruff-PAC State Fund is a fund that allocates funds to

State candidates in States where corporate money is legal.

Q Did Ruff-PAC also engage in those activities?

A What do you mean?

Q Did Ruff-PAC also allocate money, corporate money,

to State candidates in States where corporate funds were legal?

A State money, yes, not Federal funds, though.

MR. LEVINSTEIN: There is a double question there.

The question had to do with corporate money to State candidates.

MR. RAICH: Let me make sure I understand what

Ruff-PAC State Fund does.

BY MR. RAICH:

Q Ruff-PAC State Fund makes donations of corporate money?

A Yes.

Q To State candidates in States where corporate

donations are legal. Is that correct?

A That is correct.

Q Does Ruff-PAC also make donations of corporate money

to State candidates in States where corporate money is legal?
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. A We have what we call Ruff-PAC Federal and Ruff-PAC

2 State. Ruff-PAC Federal doesn't accept corporate money.

3 Ruff-PAC State does.

4 Q Do you know the reason that Ruff-PAC Federal does

5 not accept corporate money?

6 A Because you can't put corporate money into Federal

7 campaigns. I am sure you can, but we, as an independent PAC,

8 cannot.

9 Q Can you tell me approximately how much money Ruff-PAC

10 State Fund has donated to candidates in State races?

' 11 A No. Right now, there is probably about $20,000 in

12 there, and in an election cycle, I am sure it would exceed

f) 13 $20,000 and it would be under $50, but I don't really know

14 how much.

Is Q By an election cycle, you mean the two period?
C

16 A In a two year period, I think, it would normally

1? exceed $20,000 and it would probably be under $50,000, but I

18 don't know the exact amounts.

19 Q Do you know when Ruff-PAC State Fund was first set-up?

20 A No.

21 Q Do you know --

22 A My guess is it would probably be sometime between 1980
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and 1982.

Q Do you know who set it up?

A I did.

Q Do you run it, yourself, also?

A I did, until this month.

Q Now who runs it?

A Howard Segermark.

Q Do you know whether Free the Eagle employees did

work on behalf of Ruff-PAC State Fund?

A If they did, they were compensated by Ruff-PAC State.

I don't have personal knowledge of it, but if they did they

would have been compensated.

Q Do you know how Free the Eagle kept track of when any

employees would have worked on behalf of Ruff-PAC State Fund?

A No.

Q You just told me that they would have been

compensated?

A Sure, but I don't know how or whether it was by time

cards, or reporting to their supervisor, the exact mechanics of

it, but they would have been compensated.

Q Did Free the Eagle employees do any work on behalf of

Ruff-PAC?

.... 4i
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S IA Yes, and they, too, would have been compensated on

2 by Ruff-PAC.

3 Q Would it be accurate to say that you don't know the

4 method by which they would have been compensated?

5 A It would be accurate to say I don't know the details

6 of their methodology, yes.

7 Q Did you personally keep track of the time you spent

8 working for Ruff-PAC State Fund, Free the Eagle, and American

9 Heritage Center, and Ruff-PAC?

10 A Yes.

11 Q How did you keep track of that?

b12 A At the end of the week,, or the end of the month,

13 especially during election cycles, I would divide my hours

14 between the two and I would be paid so much out of each fund

IS accordingly.

16 Q You said --

CK 17 A I did that for many years?

18 Q When you said you would divide your hours between the

19 two, which two are you speaking of?

20 A The two, between the PAC activities and Eagle

21 activities.

22 Q Between Ruff-PAC activities and Free the Eagle

MILTON, SAMSON & NINSON, INC,
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S I BY MR. RAICH:

2 Q You previously stated that if you submitted travel

3 receipts, you would mark on them that they were either for

4 Ruff-PAC or for some other entity and then submit those

5 receipts to the accounting department.

6 A I previously talked about invoices, specifically, and

7 yes a certain percentage for Ruff-PAC, a certain percentage for

8 Eagle, sometimes a third for Target, if I was conducting three

9 types of business.

C10 Q You would write this percentage on the receipt itself?.

11 A Right on the invoices, yes.

S 12 Q Right on the invoices, themselves.

to13 When would you write these percentages on the invoices

14 A Generally, as it came to us. Generally, as we were

015 billed, and as we would get it, it wouldn't be paid unless I

16 approved it. So, as I approved it, then I would indicate what

17 percentage for what.

1s Q Generally, you would do this contemporaneously with

19 the time you received the invoice; is that correct?

20 A Yes.

21 Q Were there other times you did not do it

22 contemporaneously with receipt of the invoice?

NILTONf DAWSON G NINSONr INC.
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S IA On travel receipts, especially, I can remember several

instances when they were lost and I did it six months later.

3 I remember one time when an issue came up where it needed to be

4 documented and trying to do it several years later, knowing that

5 I had already done it twice before, not once before.

6 Q You had done what twice before?

7 A Already had indicated on invoices what percentage of

the expense were to PAC, what percentage was for Eagle, even

9 though I had done it at the time, and had followed up months

10 later and did it again because they were lost, and then I

11 remember a third time having done it years later, on the same

12 identical documents.

U") 13 Q Were there times that you marked on the invoices the

14 percentage of time you spent for Ruff-PAC business versus the

15 percentage of time you spent on other business, years after
C

16 receiving the receipts, receipts that you had not previously

17 marked?

IS A Not that I can recall.

19 MR. LEVINSTEIN: Can we clarify receipts versus

20 invoices? They are different things. You use both

21 interchangably and he doesn't, so I just want to make it clear

22 to you that he is talking about different things.

NILTONo DAWSON S NINSON, INC.
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MR. RAICH: Thank you, counsel.

BY MR. RAICH:

Q With regard, first of all, to the invoices?

A I recall having done one years later, but to my

recollection, I had done it all at least once before on those.

It is possible that some could have slipped through and it

could have been the first time, but they were very familiar

to me and to my recollection, I had done them at least twice

before.

Q Counsel stated just a moment ago that you draw a

distinction between receipts and invoices. Would you please

explain to me what that distinction is?

A Receipts would be parking and food, and things like

that, and a lot of that I collected but never turned in and

get reimbursed for, because of the sloppy technique, so I would

pay for it myself. on the invoices that always came through

the mail and could not be paid unless I signed and gave some

kind of an allocation.

Q With regard simply to the receipts that were involved

in your activities on behalf of Ruff-PAC only, did you feel that

you got reimbursed one way or another for the expenses reflected

in those receipts, even though you did not always turn them in?

LO)

1w)



I A I am sorry. I am not sure I know what you mean.

2 Q You mentioned that you would sometimes get receipts

3 and would not turn them in. Is that correct?

4 A Yes, that is correct.

5 Q Did you feel that you got reimbursed anyway for those?

6 A No.

Q You never got reimbursed for receipts?

8 A It appears as though in some instances yes, I did not

9 get reimbursed.

10 Q It appears.

11 A Yes, because I misplaced them or I would remember

1 12 that I had meal expenses but had misplaced the receipts or

U) 13 otherwise not turned them in.

14 MR. LEVINSTEIN: Could we go off the record one

15 second?

16 MR. RAICH: Off the record.

17 (Discussion held off the record.)

is MR. RAICH: Back on the record.

19 BY MR. RAICH:

20 Q What role has Howard Ruff played in Ruff-PAC?

21 A The role of Chairman and active board member.

22 Q You say active board member?

MILTON, DAWSON & NINSON, INC.
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A By that word, constantly in telephone contact in

regard to the campaigns and fund raising strategy, things of

3 that nature.

4 Q Has he played any other kind of role in Ruff-PAC's

5 activities?

6 A Not that I can think of.

7 Q How frequently did you generally confer with Howard

8 Ruff concerning Ruff-PAC activities?

9 MR. LEVINSTEIN: How frequently, during what time

C 10 period?

11 MR. RAICH: During the period that you were involved

12 with Ruff-PAC?

13 MR. LEVINSTEIN: He is still involved with Ruff-PAC

14 is all I am saying.

IS BY MR. RAICH:

16 Q During the period you were involved with Ruff-PAC

I? as its President and Chief Executive Officer?

18 A It would vary, sometimes it would be every day,

19 sometimes it would be once a week, sometimes once a month. It

20 would just depend, sometimes several times a day, and maybe a

21 month or two would go by. It just depends on the season and the

22 level of activity.

MILTONo DAMSON & NINSON, INC.



I Q With regard to the other organizations you previously

2 discussed, mainly American Heritage Center, Free the Eagle,

3 and Ruff-PAC State Fund, what roles did Howard Ruff play in the

4 operation of those organizations?

A What is the first organization?

6 Q Ruff-PAC State Fund?

7 A It would be identical to that of Ruff-PAC Federal

a Fund.

9 Q And with regard to Free the Eagle?

C 10 A Free the Eagle, it would be analogist, I would confer

11 with him sometimes daily and sometimes weekly, sometimes beyond
12 that.

13 Q And with regard to American Heritage Center?

14 A American Heritage Center was on Target business and

15 that was also ongoing, generally weekly.

16 Q Do you talk to Howard Ruff less frequently with

17 regard to American Heritage Center business than with regard to

1 business of the other three entities we have discussed?

19 A Not necessarily. It would depend on what the time of

20 the year and the Congress was in recess or in session, or if we

21 are in the middle of a political campaign.

22 MR. LEVINSTEIN: For the record, let me just say that

MILTON, DAWSON & NINSON, INC.



,%Now I the American Heritage Center, Neal as he had testified was

2 working for Target, so his conversations with Ruff were in

3 connection with services he was providing Target. Ruff was not

4 an officer or director of American Heritage, so it is just a

5 slightly different role.

6 BY MR. RAICH:

7 Q Do you know whether Ruff-PAC State Fund ever made any

8 transfer of funds to Ruff-PAC?

9 A I recall only one time when we made a transfer of

010 funds in regard to overhead, and then we consulted with counsel

11 on it and counsel indicated don't do it, so the funds were

S12 transferred back. That is the only transaction I remember.

13 We thought that in conversations with the Federal

14 Election Commission it was A-okay and counsel may have indicated

Is something like, "It maybe A-okay but don't do it anyway."

16 Q Do you know when this transfer took place?

1? A I think it would have been in the last couple of years.

18 Q Would that have been since 1985?

19 A I believe so.

20 Q Would that have been during 1985?

21 A I don't know. I don't think it was this calendar year,

22 s0 it could have been in '86 or it could have been in '85, but I

NILTON, *AVSON & MINION, INC,
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MR. LEVINSTEIN: I just want you to know that we are

going to finish today, and that is going to be it. So, you have

3 until about -- I will make it until 1:30, as we discussed

4 before, that I will stay available. If you want to take a

5 break feel free.

6 MR. ANDERSON: We are finished, we are finished. The

7 deposition will continue until the investigation is done in

8 terms of --

9 MR. LEVINSTEIN: We will decide whether we will agree

10 to come back.

11 MR. ANDERSON: Of course, you can decide to do anything

12 you want, but we are not committing ourselves or agreeing to the

It 13 proposition that you just stated.

14 MR. LEVINSTEIN: For the record, you have agreed to

Is the scope, and we have covered the scope, but that is going toC.

16 be the deposition.

17 MR. ANDERSON: For the record --

18 MR. LEVINSTEIN: Conversations were not with you,

19 Mr. Raich has something to say. We discussed the scope and

20 pursuant to that agreement, we are appearing here today.

21 MR. RAICH: The conversation that I recall, for the

22 record, did have to do with the extent of the violation, and I

MILTON, DAWSON & NINSON, INC.
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I MR. RAICH: Back on the record.

2 BY MR. RAICH:

3 Q I show you what has been marked as Exhibit Number

One.

(The document referred to was

6 marked Government's Exhibit 1,

7 for identification.)

a BY MR. RAICH:

9 Q Do you recognize Exhibit Number One?

- 10 A By recognize it, what do you mean?

11 Q Have you ever seen Exhibit Number One before?

12 A I don't think so. I may have. If I did, it would

U") 13 have been, perhaps, in a package from the Federal Election

n 14 Commission or someone.

15 Q Would the first time you ever would have seen thisC

16 letter, would that have been with the information you received

17 from the Federal Election Commission?

18 A Probably. I don't recall having seen it on any other

19 occasions.

20 Q Is it accurate to say that this letter concerns the

21 money that David O'Mara gave as a loan to Ruff-PAC, and the

22 money that he had received from American Heritage Center at

MILTONr DAWSON & MIN$ON, INC.
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S IO approximately the same time as that one?

MR. LEVINSTEIN: Since he has never seen these before,

3 I think the documents speak for themselves as to what they are.

4 MR. RAICH: The witness stated that he had seen it.

5 THE WITNESS: I can't address myself to it. The only

6 person I dealt with on this matter was Bill Jacobs.

7 MR. LEVINSTEIN: If you want him to tell you what it

8 says, he can tell you what it says, but as to whether it relates

9 to those or when it was created, I don't think he has any

10 knowledge.

"1 1 YR. RAICH: I just wanted to be sure that the first

12 time the witness saw this was in the letter from the Federal

L) 13 Election Commission.

n 14 BY MR. RAICH:

15 Q Is that correct?

16 A I don't know. It seems like it. It seems like if I

17 did see it that it may have come from you. I have not gone

18 back through the documents, through the Federal Election

19 Commission reports, et cetera, prior, you know, to coming here.

20 If I had, I could probably tell you with certainty.

21 Q When you made your loan to Ruff-PAC and when you

22 received your loan from American Heritage Center, with regard

MILTON, DAMSON & MINON, INC.
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to this event, which we have referred to before, did you sign

any letters similar to those that are in Exhibit Number One?

A I don't remember. I know that I wanted to sign a

note, but I don't remember if I signed one. I wanted to and

I may have, but I don't have any recollection.

Q Did you ever see letters similar to Exhibit One with

regard to Mr. Jacobs' portion of the event?

A I don't think so, but I would not be surprised if

there were something like that.

Q Would you be able to explain why Ruff-PAC would not

have a copy of such letters?

A I did not keep -- I was not custodian of the records,

and if there is not a copy, I would not know why.

MR. LEVINSTEIN: It might have been because you didn't

sign it.

THE WITNESS: It could have been because I didn't sign

one. I know that I would have wanted to. I feel it is a

proper thing to do on a loan.

BY MR. RAICH:

Q But, you have no independent recollection of having

done so?

A No.
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1 I show you what has been marked as Exhibit Two.

2 (The document referred to was

3 marked Government's Exhibit Two,

4 for identification.)

5 BY MR. RAICII:

6 Q Do you recognize Exhibit Two?

7 A You mean have I seen it before?

8 Q Have you seen it before?

9 A I don't know.

- 10 Q Do you recognize the handwriting on Exhibit Two?

11 A No.

12 Q Do you recall ever seeing a document similar to

U13 Exhibit Two before?

14 A No.

IS5 Q Did you ever see a document that listed your name,
CI

16 Mr. Jacobs' name, and Mr. O'Mara's name with the amounts of a

0- 17 loan they made, though not on this particular kind of paper?

18 A No.

19 Q Do you know if any such document ever existed?

20 A No. It certainly could have existed, but I don't

21 recall seeing it. Now, if this document were in a package from

22 the FEC, I may have examined it before, because I examined

NILTON, DAWSON & NINSON, INC.
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I Q When you say political profile, you mean so your

2 name would be associated with the contributions?

3 A So that they wouldn't be writing back thanking

4 someone in the accounting department authorized to sign checks.

5 Q Still, with regard to what we have called the event

6 in this deposition, did you retain the advice of counsel before

7 making your loan to Ruff-PAC or receiving the loan from AHC?

8 A By before, you mean that year did I talk to counsel

00 9 about making such loans?

10 Q Such a transaction?

I1I A No.i12 Did you tell anybody that you had checked with counsel

U) 13 prior to the event?

n14 A Yes, I may have, but I would have not meant recently,

C71 Is I would have meant from years past. From years past,, I knew

16 that it was okay for an individual -- by checking with counsel,

1? 1 knew that it was okay for individuals to loan money to PACs.

18 So, yes. As I recall, I did indicate to Bill Jacobs

19 that it was okay, because I had checked with counsel, but it

20 had not been recently.

21 Q That it was okay for individuals to make contributions

22 to PACs?

MILTON, DAMSON & MINION, INC,
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A Yes. That is correct.

Q But did you also indicate to them that you had felt

it was proper, from conversations with counsel, for a person

to receive a loan from a corporation at approximately the same

time?

A I indicated that it was all right for a person to

borrow money, as long as it was borrowed purely as an individual

and not for stipulated purposes. Then, they could loan the

money to whomever they pleased.

Q Did you indicate to Mr. Jacobs that that had been

approved by the counsel?

A Yes. I had indicated that that was all right, and

that I had spoken to counsel about that.

0 Had you, in fact, spoken to counsel about this?

A Yes, but years prior. I had not spoken to counsel at

that particular time.

Q With regard to the previous advice you had received

from counsel, can you be more specific and tell me what advice

you had received?

MR. LEVINSTEIN: No. I will instruct him not to



-~w
68

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

V?

18

19

20

21

22

MILTON, DAUSON & NINSON, INC.

0
CN

qW

Q Without going into the substance of the conversations,

can you tell me who the counsel was?

A It was someone with the firm of Dobbs and Nielson in

San Francisco.

Q Do you recall about when this conversation took place?

A It would have been -- I know it would have been

before 1984. I do not recall exactly when.

Q How did you happen to seek the advice of counsel with

regard to this issue?

A Because I was concerned about raising postage money

for Ruff-PAC, and I asked. I said, "Can we borrow money from

individuals?"

o Did you also explain that the individuals --

MR. LEVINSTEIN: I instruct him not to answer to

what he told his counsel. If you want to know what prompted him,

I will let him answer that, but exactly what he said to that

counsel, no.

BY MR. RAICH:

Q Do you know of any other occasions, other than the

three people involved in what we called the event here, on

which Ruff-PAC has received money from an individual and the

individual had received money from a corporation at approximately

0%
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S I time, in approximately the same week?

2 A No. Again, as I look at this, I see that there are

3 four individuals. You are talking about the three individuals

4 other than myself ?

5 I Q Previously in this deposition, we discussed that the

6 event would refer to you, Jacobs and O'Mara, and that set of

7 transactions.

8 A But, on this I see that there is a fourth individual.

9 So, do I know of any occasion other than these four?

CN 10 Q Yes.

II~r 1 A No.

i n 1 Q Had you known about Charles Newton's activity prior

to) 13 to seeing Exhibit Number Two?

t~) 14 A I am sorry,, what?

Is Exhibit Number Two purports to list the transactions,

16 the set of transactions that Charles Newton engaged in. Did

r1? you know about his activities prior to seeing Exhibit Number

Is TWO?

19 A As I recall, I did not when I was first asked here

20 today, but as I recall, I think, I knew, but I think I just

21 knew within the last month or so that he was someone that had

22 made a loan to Ruff-PAC. I may have known before, but I just

NILTON, *AVSON 6 NINSON, INC,



7.

C%4

qrs

4

CN



71

1

2

3

4

5

6

7

8

9

10

1

12

13

14

15

16

1?

18

19

20

21

22

the law to be.

MR. RAICH: All

Will you answer

right.

the question?
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A It did at one time.

Q What was the name of that political action committee?

A I don't know.

Q Is it possible that the name of that PAC was F-I-F-E

PAC?

A It could have been. If I knew what the words stood

for I could connect the two.

MR. ANDERSON: Let's go off the record.

(Discussion held off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:

Q Can you tell me what your understanding is of the

election laws with regards to the contribution limits the law

imposes?

MR. LEVINSTEIN: What time? As of now, or as of the

time of the transaction?

MR. RAICH: Let's start with right now.

MR. LEVINSTEIN: I am going to instruct him not to

answer it. I don't think it is relevant, now what he believes
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I A If you mean how much can political action co mittees

2 give, yes.

3 0 That is right.

4 What are those limits?

5 A $5,000 to a candidate in a general, and $5,000 in

6 the primary.

7 Q Did you know this in September of 1985?

8 A I am certain that I did.

9 Q Were you familiar that certain kinds of political

CN 10 action commitees could make different size contributions legally

11 than other political action committees?

12 A I am not sure, you would have to elaborate.

13 Q Have you ever heard the term, multi-candidate

14 committee?

15 A Yes.C"

16 Q What is a multi-candidate committee?

17 A someone who meets the minimum qualifications for

18 giving to a minimum number of candidates and a minimum number

19 of contributors, which numbers I don't know.

20 Q Were you aware of this in 1985?

21 A Yes.

22 Q Were you aware that corporations are prohibited from

ILTONo DAWSON 6 NINSON, INC.
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sign checks on your personal account?

A Sure.

o What was that reason?

A In case my wife and I were out of town and we needed

to have some money transferred to somebody or to an entity.

Q Do you just have one checking account?

A Yes.

Q Where are the records, specifically I mean statements

and cancelled checks with regard to that checking account?

A I have some, what I don't have is in the hands of my

accountants.

Q Do you know who the accountants are?

A Sure.

Q Who are they?

A I have a couple. One is a fellow by the name of

Richard Champion, and another is a fellow by the name of

Marshall Greene.

MR. LEVINSTEIN: For the record, those accountants are

employed by Williams and Connolly in connection with a criminal

investigation and not serving as his accountants. They are

working as investigators assisting us in connection with other

1 itigations.
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it is that you are talking

answer this pretty easily.

that is the issue?

MR. RAICH: That

MR. LEVINSTEIN:

Can you direct me to which request

about, because I think we can

If it is checks to Ruff-PAC, if

is the issue.

Yes, he checked with us. You have

them already. The only thing we had received was a copy that

had been provided to us, so that you have a copy of what we have

because we got it from Bill Jacobs. We got a copy from him, but

that is all we have.

NILTONo DAWSON & NINSON, INC.
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MR. RAICH: Thank you, counsel.

THE WITNESS: If I may rephrase it to say that they

are in the hands of counsel, those records.

BY MR. RAICH:

Q When you received the document request from the

Federal Election Commission, did you check the records that

you personally have to see if you had any cancelled checks or

any other documents that would be responsive to the Commission's

document request?

A No. I did not read it as requesting same.
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I MR. RAICH: Would it be accurate to say that the

2 copy of Mr. Blair's check was provided by Bill Jacobs?

3 MR. LEVINSTEIN: Yes.

4 MR. RAICH: But it wasn't provided by --

5 MR. LEVINSTEIN: We only got it at the time that he

6 sent it to you, so it is an identical document, and we only

7 got it because as a courtesy he gave us a copy of a Neal Blair

8 check that he was sending to you, and if you want us to take

9 that copy and send that to you again. But, I didn't consider

') 10 that a document that you would have wanted because the only

11 reason we got it was because it was sent to you.

S 12 MR. RAICH: I wondered, if in Mr. Blair's own records,

in 13 he would have had a copy of that?

14 MR. LEVINSTEIN: No, unfortunately those records are

15 not adequate to have those kinds of things.

16 BY MR. RAICH:

17 Q Is what counsel stated correct?

18 A Yes.

19 MR. RAICH: Counsel, do you have any questions of

20 Mr. Blair?

21 MR. LEVINSTEIN: Not at this time.

22 MR. RAICH: Mr. Blair, you are entitled to a witness

IILTON, DAMSON & PINSONr INC.
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1 fee for your coming here for the deposition today, and I am

2 handing you that now.

3 when the transcript of the deposition is prepared,

4 you have an opportunity to review it and sign it. You are not

5 required to do so, however, you have that opportunity.

6 Do you wish to review and sign your deposition?

7 MR. LEVINSTEIN: Yes. We will not waive signature.

8 MR. RAICH: All right. Those are the questions that

49 I have and this concludes the deposition.

Il) 10 (Whereupon, at 1:12 p.m. the taking of the instant

11 deposition ceased.)

: 1 12

L) 13

14
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I ACKNOWLEDGMENT OF DEPONENT

2 BEFORE THE FEDERAL ELECTION COMMISSION

3 In Re: MUR 2191

4 I do hereby acknowledge that I have read and

5 examined the foregoing pages 4 through XX, incLusive, of

6 the transcript of my deposition and that:

7 (Check appropriate box):

8 ( ) the same is a true, correct and compLete

9 transcription of the answers given by me

10 to the questions therein recorded.

11 ( ) except for the changes noted in the

12 attached errata sheet, the same is a true,

13 correct and compLete transcription of the
Vr)

14 answers given by ne to the questions
r)

15 therein recorded.

C) 16

rV)  17 (Date) Signature

~18

19

20

21

22

MILTON, DAWSON & MINSON, INC.
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1 CERTIFICATE OF REPORTER/NOTARY PUBLIC

2 I, Patricia Anne Minson, a Notary Public in and

3 for the District of Columbia, before whom the foregoing

4 deposition was taken, do hereby certify that the witness

5 whose testimony appears in the foregoing deposition was

6 1 duLy sworn by me; that the testimony of said witness was

7 taken by me hereof and thereafter reduced by typewriter

8 under my supervision; that said deposition is a true and

V 9 accurate record of the testimony given by said witness;

10 that I am neither counsel for, related to, nor empLoyed

11 by any of the parties to the action in which this

12 deposition was taken; and further, that I am not a

13 relative or emptoyee of any counseL or attorney empLoyed
Ul)

14 by the parties hereto, nor financiaLLy or otherwise

'V 15 interested in the outcome of this action.

C16

to) 17

18 Patricia Anne Minson

19

20 My commission expires: March 14, 1990.

21

22

MILTON, DAWSON & MINSON, INC.
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ORIGINAL
BEFORE THE FEDERAL ELECTION COMMISSION CO

3 IN RE:

4 MUR 2191

6 Washington, D.C.

7 Wednesday, September 16, 1987

8 Deposition of:

9 WILLIAM T. JACOBS,

10 a witness in the above-entitled matter, called for examination

11 by counsel for the Government, pursuant to Notice, and

W 12 agreement of the parties as to the time and place, beginning

LI) 13 at 11:10 a.m., in the offices of the Federal Election Commission

14 Suite 600, 999 E Street, Northwest, Washington, D.C., before

15 Patricia Anne Minson, a Notary Public in and for the District

') 16 of Columbia, when were present on behalf of the respective

17 parties:

18

19

20

21

22 ORIGINAL
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I APPEARANCES:

On Behalf of the Government:

3 ROBERT A. RAICH, Esquire

4 FederaL Election Commission

5 999 E Street, Northwest

6 Washington, D.C. 20463

7

8 On Behalf of the Deponent:

9 JAN W. BARAN, Esquire

10 WiLey, Rein & Fielding

11 1776 K Street, Northwest

12 Washington, D.C. 20006

Ln 13

14 ALso Present: Lee Anderson, FederaL ELection Commission
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Thereupon,

WILLIAM T. JACOBS,

a witness for the Defendants was called for examination by

counsel for the Government and, having been duly sworn by the

Notary, was examined and testified as follows:

EXAMINATION BY COUNSEL FOR THE GOVERNMENT:

BY MR. RAICH:

Q Mr. Jacobs, do you realize that you are still under

oath today, just as you were during your deposition of

August 20th?

A Yes.

Q Are there any changes that you would Like to make

from the previous testimony you gave on August 20th?

MR. BARAN: For the record. I would like to note

that we have not received any transcript of the first part of

this deposition. Sop I presume that your question is based on

Mr. Jacobs' memory of what he said a month ago?

BY MR. RAICH:

Q Is there anything that has occurred to you since the

time of your deposition last month that you would like to

change right now?

A No.

In

C,)

tc)
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Q Have you had any discussions with anyone concerning

the testimony you gave on August 20th?

A Yes.

Q With whom have you had discussions?

A NeaL BLair.

Q Anyone else?

A No.

0 How many discussions have you had with Neal Blair

concerning your testimony?

A One.

Q Do you know when that was?

A A day or two after.

MR. BARAN: I object to your question regarding

characterizing Mr. Jacobs' discussion with Neat BLair as

regarding Mr. Jacobs' testimony.

I don't think that Mr. Jacobs has said that he

discussed his testitmony with Mr. BLairp but you can clarify

it for the record as you proceed.

BY MR. RAICH:

Q Did you discuss your testimony of August 20th with

Neal Blair?

A No.

U1)

r



Q What did you discuss with Neat BLair in the

conversation you referred to a few minutes ago?

A Neat mentioned a couple of highlights of his

testimony.

Q

ment ioned?

Do you recall which highlights of his testimony he

1

2

3

5

6

17

18

9

10

11

12

13

14

1s

16

17

is

19

20

21

22

A

Q

check whi

time that

produce a

No. Not even my lawyer.

The Last deposition on August 20th, we discussed a

h was marked as Exhibit A. You mentioned at that

you would try to find the original of that, and

copy of the back of that check.

Have you been able to produce a copy of the back of

MILTONO DAVSON S NINSON, INC.

0

IT

IV,

A He said something about Harold Goode. He mentioned

that he told you that he had a legal opinion that the loans

were correct. Other than that, they were questions like you

had asked me and I didn't pay any attention to them. It

was Less than ten minutes.

Q Just to make sure that I understand you properly,

you did not discuss your testimony with anyone?

A With no one.

Q And you have not discussed it with anyone since that

time?

• !
'
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would

which

that

of th

to th

time,

In

1.

tC

check?

A No.

Q What is the reason you have not been able to do so?

A I don't have the original check.

Q Where is the original check?

A The Internal Revenue Service has it.

Q Did the Internal Revenue Service have the original

e check at the time you produced Exhibit A?

A Yes.

Q Had you made a copy of the front of the check prior

e time you gave it to the Internal Revenue Service?

A Yes.

Q Would it be correct to say that you did not, at that

make a copy of the back of the check?

A Yes.

Q Do you know who at the Internal Revenue Service

be able to Locate a copy of the original of the check

constitutes Exhibit A?

MR. BARAN: Do you know?

THE WITNESS: I don't know. I did at one time.

BY MR. RAICH:

Q I hand you what has been marked as Exhibit One.
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(The document referred to was

marked Govenment Exhibit Number

One, for identification.)

MR. BARAN: Counsel, may I inquire, for purposes of

clarity here, whether you intend to label the exhibits in this

deposition alphabetically or numerically or both?

MR. RAICH: Both.

MR. BARAN: Is there any exhibit between Exhibit A

that you referred to before and this current Exhibit One that

has been introduced to this deposition?

MR. RAICH: No.

MR. BARAN: Okayp thank you.

BY MR. RAICH:

Q Do you recognize Exhibit One?

A Yes.

Q Do you know who prepared Exhibit One?

A Yes.

Q Who prepared it?

A Marilyn Price.

Q Is it in Marilyn Price's handwriting?

A Yes.

Q Do you know when she prepared it?
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note, the amounts in columns two and three of Exhibit One are

also the same on each line.

Do you see what I am describing?

A Yes.

Q Can you explain to me the reason that the amounts

differ between columns one and columns two?

A No.

Q With regard to your own transaction, $3,500 in

column one and $3,225 in column two, do you know why the

amounts differ?

A No.

MR. BARAN: In the hopes of speeding this thing

along, I think it would be best for Mr. Jacobs to make a

comment here on the record regarding the difference in amounts,

the loan to him from American Heritage Center and then the

loan by him to Ruff-PAC.

THE WITNESS: I was instructed to make the amounts

different. I do not know why.

BY MR. RAICH:

a Were you instructed by Neal Blair?

A Yes, I was.

Q Did you ask why?

HILTON, DAWSON & PINSON, INC.
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A I don't remember.

Q Was there any discussion of the difference in the

3 amounts?

4 A No.

5 Q If you wiLl notice, aLso, the differences between

6 coLumns one and two are not constant. In other words, for

7 your own transaction, there is a difference of $275. For

a Mr. Blair's transaction, there is a difference of $75. For

P- 9 Mr. O'Mara's transaction, there is a difference of S50, and

10 for Mr. Newton, a difference of $16.
NT

11 Do you see what I am referring to?. 12 MR. BARAN: The document speaks for itseLf. If you

Lr) 13 have a question regarding it, I am sure Mr. Jacobs wilL

14 respond to your question.

15 BY MR. RAICH:

rp) 16 Q Do you see what I am referring to?

CI- 17 MR. BARAN: He sees the document. He has the Exhibit

18 in front of him. What is the question?

19 MR. RAICH: The question is, do you see the

20 differences in amounts that I referred to previousLy?

21 MR. BARAN: Do you see the Exhibit One?

22 THE WITNESS: Yes.

MILTONo DAMSON & MINSONW INC.



I MR. BARAN: Do you see what is on there?

2 THE WITNESS: Yes.

3 MR. BARAN: What is the question?

4 MR. RAICH: The question is, do you see that the

5 amounts in columns one and column two differ among the various

6 individuaLs listed on Exhibit One?

7 MR. BARAN: I am going to instruct him not to answer

8 that question because -- not because of any inherit problems,

09 but you are asking a question about what this document says

4T 10 and the document is going to be part of this deposition. It

11 will speak for itself. He will be glad to testify with regard

S 12 to his own personal knowledge of the dollar amounts that were

LI) 13 involved in transactions he was personally involved in.

14 You can do that with reference to Exhibit One, but

15 he sees the document. Whatever this document says, whatever

16 the numbers are and whatever the differences are, he sees it,

17 and he has testified to that.

18 MR. RAICH: If I draw the witness's attention to

19 specific information on the document, I want an affirmative

20 answer from the witness that his attention is drawn to what I

21 have indicated.

22 BY MR. RAICH:

MILTON, DAWSON G mINIONo INC.
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qW Q Mr. Jacobs, do you see that the difference in

2 columns one and two vary between the individuals Listed on

3 Exhibit One?

4 A Yes.

5 Q Can you explain to me why those differences between

6 the individuals are not constant?

7 MR. BARAN: I object again. This is a variation of

8 the question you asked earlier, as to whether he knows why

4 9 the columns are different. He has already testified that he

10 doesn't know.

11 He further amplified that answer by saying that he

12 was instructed by Mr. BLair.

LW) 13 MR. RAICH: Jan, you have misunderstood my question.

14 MR. BARAN: Please repeat it.

15 BY MR. RAICH:

16 Q Mr. Jacobs, do you understand, rather, do you know

17 why the difference in columns one and two are not constant

18 between the individuals Listed?

19 MR. BARAN: I am sorry, Counsel, I did not understand

20 your original question.

21 THE WITNESS: Yes.

22 BY MR. RAICH:

MILTONo DAVSON & MINSON INC.
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right?

A

Q

for each

A

Q

between

A

That is right.

Did it occur to you to make the amounts the same

individual?

I don't remember.

Do you know why in Newton's case the difference

columns one and two is only $16?

No, I don't.

HILTON, DAVSON 6 NINSON, INC.
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Q What is that reason?

A As I stated before, I was instructed to make the

amounts different. I arbitrarily chose these amounts. No

reason at all.

Q When you say you arbitrarily chose these amounts,

are you referring by "these amounts" to the $275 in your case,

the $75 in BLair's case, the $50 in O'Mara's case, and the

$16 in Newton's case?

A No.

Q What were you referring to by "these amounts" that

you referred to a minute ago?

A The amounts in Blair's case, in Jacobs' case, and

O'Mara's case.

Q But not the amounts in Newton's case. is that
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S Q Drawing your attention to the dates on which each

2 individual Listed on Exhibit One was paid back for their Loan.

3 I would like to ask you if you see that Neal Blair was paid

4 back on May 7th, 1986; you were paid back on May 20th, 1986;

5 O'Mara was paid back on October 29th, 1985; and Newton was

6 paid back on April 11th, 1986.

7 Do you see what I am referring to?

a A Yes.

- Q Do you see that Mr. O'Mara was paid back only a

10 Little more than a month after he first made his loan to

11 Ruff-PAC, according to Exhibit One?

* 12 A Yes.

11) 13 Q Do you see that you and Mr. BLair made your loans in

14 September of 1985, as did Mr. O'Mara, but that you two were

15 not paid back untiL May of 1986? Do you see that?

16 A Yes.

17 Q Do you know the reason that you and Blair were paid

18 back so much later than was David O'Mara?

19 A Yes.

20 Q What is that reason?

21 A David O'Mara was fired from the company right around

22 the date that he was paid off.

MILTONo *AVSON & NINSON, INC.
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18

Q

in May

A

Q

back on

Q

when at

back?

A Repeat the question again, please.

Q Do you know who made the decision of when the people

Listed on Exhibit One wouLd be paid back?

A No.

Q Do you know if somebody wouLd have had to authorize

the repayments for the Loans to the people Listed on Exhibit

One?

A Yes.

Q Who wouLd have authorized them?

A NeaL BLair.

MILTON, DAWSON & MINSON, INC.
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K'
Do you know why you and Mr. Btair were paid back

of 1986 rather than some other time?

No, I don't.

Do you know why you and Mr. BLair were not paid

the same day?

MR. BARAN: The same day as what?

MR. RAICH: The same day as each other.

THE WITNESS: No, I don't.

BY MR. RAICH:

Do you know who made the decision with regard to

I of the people Listed in Exhibit One would be paid
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Q Could anyone else have authorized them?

A Yes.

3 Q Who else could have?

A I could have.

5 Q Anyone else?

6 A No, I don't think so. No.

7 a Did you authorize the repayments?

8 A I don't know.

9 Q Do you know why Charles Newton was repaid on the

10 date he was repaid?

11 A No, I don't.

1 12 1 would Like to clarify one thing. On Dave O'Mara,

t) 13 1 did authorize that one. I remember that, because he had to

14 be taken care of before he left.

IS Q You authorized the repayment to David O'Mara?

to, 16 A Yes.

17 Q You do not recall authorizing repayments to Blair,

18 yourself, or Newton; is that correct?

19 A That is correct. I don't recall.

20 Q But it is also correct that only you or Neal Blair

21 could have authorized any of the repayments; is that correct?

22 A Yes.

MILTON, DAVSON S MIiSONO INC*
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A

Q

A

Q

A

Q

a matter

repaid?

No.

Who else had the authority to do so?

John Houston.

Anyone else?

No.

Was getting repaid for the Loan you made to Ruff-PAC

of any concern to you prior to the time you were

A I don't understand the question.

Q Between the time you made the Loan to Ruff-PAC and

the time you were paid back by Ruff-PAC, had you thought at

aLL about that Loan that was outstanding?

MILTON, IAVSON & MINION, INC.
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MR. BARAN: I object to the form of the question

to the extent that it is hypothetical. If the question is

couched in terms of who within the organization has the

authority as opposed to who could have authorized the checks,

I would Like the record to be corrected in that regard.

MR. RAICH: Fine.

BY MR. RAICH:

Q It is your testimony, Mr. Jacobs, that only you and

Mr. Blair would have had the authority to authorize the

repayments; is that correct?
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MR. BARAN: Do you disagree with particular

statements in Exhibit B?

3 THE WITNESS: Yes.

BY MR. RAICH:

5 Q Would you please identify them for me?

6 MR. BARAN: Let's go through it line-by-line, then.

7 I would like the record to show that Mr. Jacobs,

s I assume, will be testifying here as to the best of his

9 personal knowledge and belief about the statements made here.

U') 10 Would you like him to indicate which statements in

ITT 11 this document he doesn't know whether they are true or false?

12 MR. RAICH: Yes. I would like to know which matters

tr) 13 he knows to be true, which matters he has no knowledge about

14 their truth, and which matters he believes to be untrue.

15 MR. BARAN: Could I suggest that perhaps the wayC

16 to approach this would be for you to ask a question. For

0% 17 example, the first statement is that Mr. Harold Goode is the

18 former Treasurer of Howard J. Ruff-PAC. Would you like to

19 ask the question whether that is true or false?

20 MR. RAICH: The witness is testifying that he has

21 seen Exhibit B. He has testified that he has read Exhibit B.

22 I am concerned, not knowing what the witness believes is and

MILTON, AVSON & NINSON, INC.



W I is not the case in Exhibit B.

2 MR. ANDERSON: Can we go off the record for just

3 a second?

4 MR. RAICH: Off the record.

5 (Discussion was heLd off the record.)

6 MR. RAICH: Back on the record.

7 BY MR. RAICH:

a Q Turning to the second page of Exhibit B, if you Look

co9 in the second paragraph, the fifth Line of that paragraph says,

L) 10 Jacobs' said, "It shouLdn't be too obvious what's happening."

11 Did you make such a statement?

12 A No.

UO 13 Q Did you ever state to anybody that not having funds

14 in Ruff-PAC's account to pay a bill wouLdn't be a problem

IS because "you wouLd just juggle monies -- juggle funds around

16 from Ruff-PAC -- from American Heritage Center, rather.

17 Let me reask the question. Did you ever say to

is anybody that not having money in Ruff-PAC's account was no

19 probLem since you wouLd "just have to juggLe funds around from

20 American Heritage Center?"

21 A No.

22 Q Drawing your attention to Exhibit B, the first page,

MILTON, DAWSON Z NINSONr INC.
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the third paragraph says, "Jacobs came into my office a few

2 minutes Later to tell me that there was insufficient money

3 in Ruff-PAC's checking account to pay the postage, but that

4 this is no problem since he would 'just have to juggle some

5 funds around from American Heritage Center.'"

6 Did you make that statement?

7 A No.

a Q Did you make a statement with words to that effect?

9 A No.

10 Q Up until this point, we had been discussing Loans

11 made to American Heritage Center to individuals and Loans made

S 12 by individuals to Ruff-PAC and the repayments of those Loans.

1n) 13 MR. BARAN: Counsel, you have stated that you are

14 talking about Loans to American Heritage.

15 MR. RAICH: Pardon me, if I said that, it should

16 be Loans made from American Heritage Center to individuals

17 and subsequent loans from individuals to Ruff-PAC and the

18 repayment of those Loans.

19 We have discussed such transactions involving four

20 individuals.

21 BY MR. RAICH:

22 Q Are you aware, Mr. Jacobs, of any other similar

MILTONr DAWSON & MINSON, INC.
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transactions, invoLving other individuaLs?

A No.

Q Do you know of any other occasions on which any

donation was made to Ruff-PAC?

MR. BARAN: I am sorry, CounseLLor, I didn't hear

1

2

3
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16
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19
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BY MR. RAICH:

Q Do you know of any other occasions on which any oti

donation was made to Ruff-PAC with the proceeds of a Loan fr

American Heritage Center?

A Could you repeat that again?

Q Do you know of any other occasions on which any

donation was made to Ruff-PAC with the proceeds of a Loan fr

American Heritage Center?

MR. BARAN: For purposes of cLarity, by using the

word "donation," and since you are talking about other

donations, do you mean to incLude any other individual Loans

with the proceeds from American Heritage Center to Ruff-PAC,

or do you mean outright gifts that were not repaid, or both?

MR. RAICH: What I am speaking of right now is

donations or gifts with the proceeds of Loans from American

Heritage Center.

MILTON, IAVSON S NINSON, INC,
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I MR. BARAN: Mr. stair has testified that the

2 proceeds of the Loans from American Heritage Center were used

3 to make the Loans to Ruff-PAC which were then repaid.

4 I think donations constitutes a gift. I just want

5 the record to be clear.

6 MR. RAICH: Certainly.

7 BY MR. RAICH:

8 Q For the purposes of the current discussion, Mr.

. 9 Jacobs, if I refer to a donation, I am referring to either

'0 10 an outright gift or a Loan, is that cLear?

11 A Yes.

S 12 Q Do you remember the previous question?

13 A PLease repeat it.

14 Q Do you know of any other occasions on which any

s donation was made to Ruff-PAC with the proceeds of a Loan from

16 American Heritage Center?

17 A No.

18 Q Do you know of any occasion on which any donation

19 was made to Ruff-PAC with the proceeds of a Loan from any

20 corporation?

21 A No.

22 Q Do you know of any other occasion on which a

MILTON, DAWSON & NINSON, INC.
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Q 1Q You have never heard it referred to as that?

2A No.

3Q What kinds of money go into Ruff-PAC State?

4A Corporate donations.

5Q Do any other monies go into it that you are aware

6 of?

7A No.

aQ Do you know why a PAC separate from Ruff-PAC is

qT 9 set-up to accept corporate contributions?

\0 10 A Yes.

11 Q What is that reason?

e12 A A Federat PAC cannot accept corporate contributions.

tf) 13 Q Who is the Treasurer of Ruff-PAC State?

0 14 A 1 a0.

1SQ Who set-up Ruff-PAC State?

16 A I don't know.

0 17/ Q Do you know when it was set-up?

Is A No. I don't.

19 Q Do you know the reason it was set-up?

20 A No.

21 Q What is the nature of your involvement --

22 MR. BARAN: Can we go off the record here?

MILTONo DAW#SON & MINSONO INC.
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MR. RAICH: Yes.

Off the record.

(Discussion was heLd off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:

Is it correct that you do not know why Ruff-PAC

set-up?

That is correct.

What is the nature of your invoLvement with Ruff-PAC

State?

A

Q

A

Q

A

Q

Ruff-PAC

A

Q

funds to

A

Q

To keep their funds.

Who asked you to be Treasurer of Ruff-PAC State?

Neat BLair.

When did he ask you to do that?

I don't remember.

Did Ruff-PAC ever receive anything of value from

State Fund?

No.

Did Ruff-PAC State Fund ever make any transfer of

Ruff-PAC?

No.

Did Ruff-PAC State Fund ever make any payment in

MILTON, DAMSON Z MINSON, INC.
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You do not know what AAEF Stands for?

It is an educational arm of the same thing, although
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connection with any Federal election?

A No.

Q Mr. Jacobs, so far we have discussed what you did

for Free the Eagle, Ruff-PAC and Ruff-PAC State. Have you

done any work for any other organizations?

A American Heritage Corporation.

Q Any others?

MR. BARAN: Are you talking about in Jacobs'

Lifetime?

MR. RAICH: No, we are talking about in the period

since he started working for Free the Eagle.

THE WITNESS: AAEF and FAA.

BY MR. RAICH:

Q Can you spell that please?

A A-A-E-F and F-A-A -- I am really not sure. Those

are initials, but I can't tell you the words that it stands

for. They are Afghan resistance organizations.

Q Any other entities?

A Like the FAA is a Federation for American Afghan

!
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I I don't. I have it, but I don't know it.

2 Q Would you please describe your duties for Free the

3 Eagle?

4 MR. BARAN: The witness and I believe that we did

5 that at our earlier deposition, but we have to rely on our

6 dim memory at this point. I haven't seen the transcript.

7 So, at the risk of repeating yourself.

8 THE WITNESS: Vice President of Finance,

9 Administration and Marketing.

N0 10 BY MR. RAICH:

11 Q That is your title. How would you describe your

12 duties?

13 A Doing finance, the administrative operations, and

14 the marketing for Free the Eagle.

15 Q Would you please describe your duties for Ruff-PAC?

16 A I am the Treasurer of Ruff-PAC.

(Y 17 Q That is your title. How would you describe your

Is duties?

19 A I keep the funds.

20 Q Do you also do the accounting for Ruff-PAC?

21 A That is keeping the funds.

22 Q Do you prepare the reports for Ruff-PAC?

MILTON, DAWSON G NINSON, INC.
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Or my office, yes.

They are prepared under your supervision?

Yes.

Please describe your duties for Ruff-PAC State?

I keep the funds.

Describe your duties for American Heritage Center?

I keep the funds.

Your duties for A-A-E-F, please describe them?

None, right now.

What have you done in the past for A-A-E-F?

A Kept the funds.

Q Do you do any work now

A No.

Q What have you done for

A Kept the funds.

Q When you say you "kept

describe what that entails?

A Doing their accounting,

Q Would you say that with

Ruff-PAC, and Ruff-PAC State Fund

for F-A-A?

them in the past?

the funds," would you please

keeping their checkbook.

regard to Free the Eagle,

, your work is apportioned

relatively equaL among the organizations?

A No.

HILTON, DAWSON & NINSON, INC.
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A

Q

A

Q

Eagle in

A

Q

in 1986?

A

Q

No.

Whom were you paid by in 1986?

Free the Eagle and Ruff-PAC.

Do you recall how much you were paid by Free the

1986?

No.

Do you recall how much you were paid by Ruff-PAC

No.

Do you recall whether the amounts were approximately

MILTON, DAWSON & NINSON, INC.
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Q Would you be able to give me an estimate of what

percentage of your time you work for each of the organizations?

A It would vary.

Q Let's take for calendar year 1986, to start with.

Can you give me a rough estimate of the proportion of your

time worked for each of the three organizations?

A About 49, 49 and 2, for Last year, '86.

Q Would that be 49 percent for Ruff-PAC, 49 percent

for Free the Eagle and 2 percent for Ruff-PAC State?

A Yes.

Q Were you paid by each of the three organizations

in 1986?

V)

n
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MR. BARAN: Do you recall?

THE WITNESS: I don't recall.

BY MR. RAICH:

How was it determined what amount you would be paid

organi zat ion?

By time sheets, based on actual work.

Will you explain to me how you filled out your time

sheets?

A We have a time sheet for every two week period,

which is the pay period. On it, we List the days, and if it

is Ruff-PAC, Free the Eagle, and also list other, if there

were any, and you list the number of hours you work on each

one.

You do it on a daily basis, so it stays reasonably

accurate.

Q Did you keep your time sheets on a daily basis?

A Yes.

Q Then, at the end of each two week period, would

you give them to somebody?

A Yes.

Q Who would you give them to?

MILTON, DAWSON Z MINSON, INC.
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Q

time sheet

A

Q

AL

s ?

l employees of Free the Eagle and Ruff-PAC kept

Yes.

Is it --

MR. BARAN: Again, Counsel, I have not interjected

MILTONo DAWSON & NINSONr INC.
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A Marilyn Price.

Q Did other employees of Free the Eagle and Ruff-PAC

also keep such time sheets?

A Yes.

Q Did they also give them to Marilyn Price?

A Yes.

Q As far as you know, did everybody keep his or her

time sheet on a daily basis?

A I don't know.

Q But you do know that all employees of Free the

Eagle and Ruff-PAC kept daily time sheets; is that correct?

A No. It is not correct.

Q Do you know whether any other employees kept daily

time sheets?

A No. ALL employees kept time sheets. I don't know

whether they did it daily or did it at the end of the two week

period.
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S I up to this point any objection regarding the relevance of this

2 entire Line of questioning regarding Free the Eagle time

3 sheets, who Mr. Jacobs performed services for, but I note

4 that we are straying quite a bit from the original complaint

5 and the investigation up to this point.

6 Is there some end in sight regarding this Line

7 of questioning?

a MR. RAICH: Yes, Counsel. There is also, for the

C 9 record, there has been no complaint filed in this case. This

10 is an internally generated matter.

11 MR. BARAN: Mr. O'Mara's thing was not a complaint.

12 MR. RAICH: That is correct. I believe that was

Li) 13 explained to you in a Letter.

14 MR. BARAN: Yes, and we have noted our position

15 procedurally in the Letter I sent to the Commission.

16 BY MR. RAICH:

17 Q Do you know the method by which employees were

18 paid for work they performed for each of the various

19 organizations listed on their time sheets?

20 MR. BARAN: Counsel, I am going to allow the

21 witness to answer a couple more questions. I think we have

22 been more than forthcoming on a lot of the questioning that

MILTON, DAMSON & NINSONO INC.
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1 are irrelevant, but I really ask you to wrap this up as soon

2 as possible. Otherwise, we will be here all day.

3 BY MR. RAICH:

4 Q Will you answer the question?

5 A Yes.

6 Q Are you familiar with that personally?

7 A Yes.

a Q Please describe it?

9 A It was by check.

10 Q Were employees paid the same amount for the work

11 they performed for Ruff-PAC and for the work they performed

. 12 for other organizations?

I) 13 A I don't understand the question.

14 Q If you worked for 10 hours in a given two week

15 period for Ruff-PAC, and worked another 10 hours during that

16 two week period for, say, Free the Eagle, would you have been

17 compensated the same amount for the work you performed for

Is each of the organizations?

19 A Yes.

20 Q Were all employees compensated so?

21 A Yes.

22 Q You mentioned earlier that you did not recall

MILTON, DAUSON & MINSONW INC.
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A

Q

A

Q

calendar

far.

BY MR. RAICH:

Under your supervision?

Yes, for everyone.

MR. ANDERSON: Off the record.

(Discussion held off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:

Do you recall what your total salary was for 1986?

No.

You mentioned the time sheets that were kept for

year 1986, that is all we have been discussing so

MILTON, DAMSON 6 NINSONO INC.

specifically the percentage of time you worked for the

various organizations during 1986.

Were you ever presented with a specific breakdown

of those figures, though you don't recall it now?

A No.

MR. BARAN: Why don't you clarify that answer here.

THE WITNESS: We do percentages at the end of the

year, but was I presented as if someone came up and said "Here,

these are yours." No, we do them ourselves. We do them in

our office.
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Were simitar time sheets kept for 1984 and 1985 for

the employees of Free the Eagle and Ruff-PAC?

3 A For 1985. I wasn't there in '84.

4 Q Are similar time sheets being kept now, during 1987?

5 A Yes.

6 Q What role has Howard Ruff played in these various

7 organizations?

8 MR. BARAN: Do you understand that question?

LO) 9 THE WITNESS: No. No, I don't.

10 BY MR. RAICH:

11 Q Does Howard Ruff play any kind of a rote in the. 12 operation of Ruff-PAC?

Ln 13 A It is stitt not ctear. What do you mean?

14 MR. BARAN: Counset, I believe, Mir. Jacobs, in the

15 earlier session of his deposition, identified Mr. Ruff as the

16 Chairman of Ruff-PAC.

17 MR. RAICH: What I am asking about now is

18 specifically what Mr. Ruff does. As we all know, the

19 Chairman can take an active or a passive role and I am trying

20 to find out how active Mr. Ruff is.

21 MR. BARAN: Perhaps, with respect to each

22 organization, you can ask Mr. Jacobs if he knows what Mr. Ruff's,

MILTON, DAVSON & MIN$ONO INC.
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duties are in his various capacities.

BY MR. RAICH:

Q Mr. Jacobs, do you know what Mr. Ruff's duties are

with regard to Ruff-PAC?

1

2

3

4

5
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Is

16

17
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Blair?

A

Q

people

A

Q

No.

Does Howard Ruff provide any kind of overall

for the activities of Ruff-PAC?

I don't know.

Does Howard Ruff ever consult with personnel at

Yes.

With whom does he consult?

Neat Blair.

Anyone else?

I don't know anyone else.

How frequently does Mr. Ruff consult with Neal

I don't know.

In the past, has Mr. Ruff consulted with other

at Ruff-PAC?

I don't know.

I show you what has been marked as Exhibit Two.

MILTON, *AVSON 6 HINSON, INC.
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BY MR. RAICH:

Q Do you recognize Exhibit Two?

A No.

Q Have you ever seen Exhibit Two before?

A I don't remember. I know it is real, but I don't

remember seeing it specifically. It is probabLy one of the

ones I gave him. I know it is Legit. I recognize the

handwriting.

As I said, I don't specificaLly remember seeing it,

but I do know it is real, and I recognize the handwriting.

Q Whose handwriting is it in?

A Mr. O'Mara's and Ms. Price's.

Q The handwriting on page one is in Mr. O'Mara's.

The handwriting on page two is of Ms. Price. Is that

correct?

A

Q

Mr. Newtor

A

Yes.

Have you ever seen Letters similar to these for

N0

NILTONo DASON & NINSON, INC.
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(The document referred to was

marked Government Exhibit Number

Two, for identification.)
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yourself?

Have you ever seen any Letters similar to these for1
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A I don't remember.

Q Have you ever seen any Letters similar to these for

Neal BLair?

A I don't remember that either.

Q When you say that you don't remember, do you mean

that you don't remember having seen such documents, or you

don't remember that they were ever prepared?

A I don't remember having seen them.

Q Have you heard of their existence, although you may

not have seen them with your own eyes?

A It is not a matter of -- I don't know. I mean it

is just something that I would not even remember -- a document

Like that.

Q Did you ever ask Mr. O'Mara to sign a document

which is Labeled as Exhibit Two, page one?

A I don't remember.

Q Did you ever telL Mr. O'Mara that signing this

document would, in effect, tie up loose ends?

A No.

Q I draw you attention to Exhibit B, page two, third

I
44
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w I deposition.

2 BY MR. RAICH:

3 Q I hand you what has been marked as Exhibit Number

4 Seven. It purports to be a check in the amount of $4,000

5 signed by Neat BLair to American Heritage Center.

6 (The document referred to was

7 marked Government Exhibit Number

8 Seven, for identification.)

- BY MR. RAICH:

CO 10 Q Do you recognize Exhibit Seven?

11 A Yes.

12 Q Do you recognize the handwriting in the upper

to 13 right hand corner?

14 A This?

IS Q Correct. That portion that appears to say "AHC."

16 A No. I don't.

17 Q Do you recognize the handwriting underneath the

18 check?

19 A No.

20 Q Do you know who made either of the handwritten

21 notations on Exhibit Number Seven?

22 A Do I know? No, I do not.

HILTON, OAUSON & NINSON, INC.
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Q You produced that document in response to a

Commission's document request. Do you know where the

original of this document is?

A No, I don't.

Q Do you know where this document was kept at the

time you produced it for the Commission?

A No. I had a copy.

Q What do you mean?

A I had a copy in the file. That is what I produced

for you. I never had the originaL document.

Q Is it correct that you had this copy in the file

that you produced for us?

A I had a copy of it.

Q Did the copy you have indicate AHC in the upper

right hand corner, and did it say "Deposited 5-8-86" beLow

the check?

A This is exactly the same.

Q I show you what has been marked as Exhibit Eight.

(The document referred to was

marked Government Exhibit Number

Eight, for identification.)

'r



49

Q Do you recognize the writing in the upper righo hand

2 corner, or the writing beneath the check?

3 MR. BARAN: I object for Lack of foundation.

4 MR. RAICH: Thank you, Counsel.

5 Exhibit Eight purports to be a check written by

6 Bill Jacobs to American Heritage Center in the amount of

7 S3,500.

a BY MR. RAICH:

9rQ Do you recognize Exhibit Eight?

10 A Yes.

11 Q Do you recognize the writing in the upper right hand

. 12 corner?

tn 13 A No.

1' 14 Q Do you recognize the writing beneath the check?

15 A No.

16 Q Do you know who put the writing on these documents

1 in both cases?

is A No.

19 Q Do you know where the original of this document is?

20 A Yes.

21 Q Where is that?

22 A At my house.

NILTON, DAVSON I NINSON, INC.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

is

16

17

18

19

20

21

22

NILTON, DAION G NINSON, INC.

tn

r)

r)3

50

Q Is the document at your house the same document

that says "AHC" in the upper right hand corner and

"deposited 5-20-86" beneath the check?

A No.

Q Is the document at your house simply the cancelled

check?

A Yes.

Q Do you know where the original of the document is

with the notations in the upper right hand corner and beneath

the check?

A At the office.

Q Was this document kept in the same file that

Exhibit Seven was kept in?

A Yes.

Q Was it American Heritage Center's policy to make

copies of checks prior to depositing them in its bank?

A I don't remember.

Q I note, Mr. Jacobs, that Exhibits Seven and Eight

purport to be repayment checks to American Heritage Center

from you and Mr. Blair. You produced Exhibits Seven and

Eight to the Commission in response to the document request.

Can you tell me why you did not produce the
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A I don't understand. Payments?

Q Any payments, checks, transfers, deposits to any

person without receipts or invoices to backup such payments?

A Not that I can recall.

Q I show you what has been marked as Exhibit Nine.

Exhibit Nine is a copy of an articLe that appeared in the

National Journal dated April 5th, 1986.

(The document referred to was

marked Government Exhibit Number

Nine, for identification.)

BY MR. RAICH:

Q Have you ever seen Exhibit Nine before?

A Yes.

Q To the best of your knowledge, are the statements

made in Exhibit Nine correct? •

MR. BARAN: I am going to object.

If you have a specific question regarding a

specific statement, or are we going to have to go line-by-Line?

BY MR. RAICH:

Q Have you read the article which constitutes

Exhibit Number Nine?

A Yes.

MILTON, DAWSON & MINSON, INC.
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MR. BARAN: For the record, when was the Last

2 time that you read this?

3 THE WITNESS: Over a year ago.

4 MR. BARAN: Have you read it today up to this point?

5 THE WITNESS: No.

6 BY MR. RAICH:

7 Q Do you recall, in your recollection as of today,

8 that there are any statements that were inaccurate in this

9 j article?

10 A Yes.

11 Q Do you recall, today, what inaccurate statements

12 those were?

13 A Yes. One.

14 Q Which one is that?

15 ! A On the Exhibit, the caption under the picture is

16 totally false.

17 Q Are you referring to the portion of Exhibit Nine

18 page one, where it says "Neal B. BLair, President of Ruff-PAC

19 and Free the Eagle An audit found $202,875 in unexplained

20 checks written to BLair."

21 A Correct.

22 MR. BARAN: For the record, would you point out

MILTON, DAWSON & MINSON, INC.
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1 what in that statement is inaccurate?

2 THE WITNESS: "An audit found $202,875 in

3 unexplained checks written to Blair." That entire Line is

4 incorrect.

5 BY MR. RAICH:

6 Q Will you explain whether any audit found any

7 unexplained checks written to Blair, or is it simply the

8 amount of $202,875 incorrect?

9 A The amount.

10 Q But it is correct that there was an audit which

11 found unexplained checks written to Blair. Isn't that right?

12 A What is an audit? This is a newspaper article.

13 What is an audit?

14 Q Are you familiar with any unexplained checks that

15 had been written to Blair?

16 A Yes.

17 Q Do you know what the approximate amount of those

18 checks was?

19 A No.

20 Q Do you have a rough estimate?

21 MR. BARAN: I object. You are asking the witness

22 to speculate. He said he doesn't know what the amount is.

MILTON, DAWSON & MINSON, INC.
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MR. RAICH: The record will note your objection.

You may answer the question.

3 MR. BARAN: Do you know what amount?

4 THE WITNESS: No, I don't know, but he had asked

me approximately.

6 MR. RAICH: I asked for an approximate figure.

7 BY MR. RAICH:

8 Q Do you have any approximate figure?

9 MR. BARAN: Mr. Jacobs wilt attempt to clarify his

10 answer as best as he can on his recollection, without

11 speculating, in regards to any of this transaction.

12 Mr. Jacobs, won't you explain as best as you can,

13 this issue of unexplained checks as you understand it?

14 THE WITNESS: There was a very superficial internal

15 audit done by a low Level employee that came up with a number

16 of checks to Neal Blair for which they had no explanations.

17 It wasn't necessarily to Nea. Blair, they were all

18 listed regardless. As going through the checks over the last

19 two years, since this article has come out and even before

20 that, most every check has been identified as to business

21 purpose, except for a small number, which I would guess in

22 the area of -- I am guessing totally, this is with Neal

MILTON, DAWSON & MINSON, INC.
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Slair's attorneys -- of around $15,000 out of this whole

thing.

Every other one has been documented, has been

identified as regular business expenses, and they are also

in the possession of the attorneys.

BY MR. RAICH:

Q When you say they are in the possesion of the

attorneys, which attorneys are you referring to?

A Neal Blair's personal attorneys.

Q Is there anything else in this article that is

Exhibit Nine which you recall independently as being

incorrect?

A I haven't read this in over a year. I really don't.

That stood out.

Q I may draw your attent'ion to Exhibit Nine, page

three, in the second to last paragraph of the article, it

says: "The former accountants said -- strike that.

It says: "'A large number of checks,' Broaddus

noted in his audit, were made out simply to cash, without any

supporting documentation explaining them. Also, the audit

revealed large checks were made out to Blair, sometimes with

no explanation, sometimes with notes indicating they were for

: ..... !
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1 purchases."

2 Is that statement accurate to the best of your

3 knowledge?

4 A Did Broaddus note that, is that what you are

5 asking me?

6 Q I am first asking you, yes, whether Broaddus noted

7 that in his audit, if you recall?

8 MR. BARAN: To the best that you can recall.

9 THE WITNESS: To the best that I can recall,

10 Broaddus did note that in his audit.

11 BY MR. RAICH:

12 Q Was the audit correct when it made those statements?

13 A No. To the best of my knowledge, no, it was and

14 is not.

15 Q Is it your testimony that they were not made -- that

16 checks were not made out to cash without supporting

17 documentation?

18 A It is my testimony that there is supporting

19 documentation for almost every check.

20 Q That would include checks made out to cash, is that

21 correct?

22 That is correct.

MILTON, DAWSON & MINSON, INC.



I MR. BARAN: I want to note for the record, here,

2 the absolutely unconscionable position that anonymus quotes

3 in a year-old article, which the witness has not read in over

4 a year, puts the witness in. It has been typical of the

5 people who have made the original complaining actions here,

6 Jand in other procedures.

7 We have attempted to be cooperative here with the

8 Commission's concern. There are allegations made in this

and other documents that are extremely broad, extremely

10 complicated. You have attempted to illicit from the

11 witness refutations of different statements that known and

12 unknown parties have made. We cannot do that without going

13 line-by-line, and *we will do that, if necessary.

14 I just want the record to show that in this

15 particular instance, for example, we are talking about now,

16 for what maybe the dozenth time, a quote taken from some

17 statement made outside of this proceeding, from somebody who,

18 t as far as I know, has not provided any sworn testimony to

19 this Commission, which has again been denied, under oath, by

20 Mr. Jacobs.

21 I just want the record to reflect that. This has

22 been typical of these people.
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i 1 MR. RAICH: The record should reflect that the

2 article which constitutes Exhibit Nine is part of this

proceeding. It was included with the letter from Mr. O'Mara,

4 which initiated this matter.

5 BY MR. RAICH:

6Q Turning your attention to Exhibit Nine, page two --

7 MR. ANDERSON: Let me also say that if Counsel

8 wishes the witness to have further time to look over the

9 entire text or parts of the text surrounding the specific

10 statements that we are concerned with, that we certainly have

11 no objection.

* 12 MR. BARAN: I guess the point is that there isn't

13 enough time or money to pay for Lawyers that would allow

14 Mr. Jacobs or other people at Ruff-PAC to go Line-by-line

15 over document-by-document, pageby-page of the volumes of

16 paper that have been produced by these peopLe, and point out

17 under oath and for the record what is right and what is

18 wrong.

19 We are dealing with volume here, and if there are

20 specific representations or statements that have been made,

21 as you have developed in the course of this deposition, which

22 you would like to have Mr. Jacobs' sworn testimony to, he
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1
MR. BARAN: For the record, when was the Last

2 time that you read this?

3 THE WITNESS: Over a year ago.

4 MR. BARAN: Have you read it today up to this point?

5 THE WITNESS: No.

6 BY MR. RAICH:

7 Q Do you recall, in your recollection as of today,

8 that there are any statements that were inaccurate in this

9 article?

10 A Yes.

11 Q Do you recall, today, what inaccurate statements

12 those were?

13 A Yes. One.

14 Q Which one is that?

15 A On the Exhibit, the caption under the picture is

16 totally false.

17 Q Are you referring to the portion of Exhibit Nine

18 page one, where it says "Neal B. Blair, President of Ruff-PAC

19 and Free the Eagle An audit found $202,875 in unexplained

20 checks written to Blair."

21 A Correct.

22 MR. BARAN: For the record, would you point out

MILTON, DAWSON & MINSON, INC.



WI what in that statement is inaccurate?

2 THE WITNESS: "An audit found $202,875 in

3 unexplained checks written to Blair." That entire Line is

4 incorrect.

5 BY MR. RAICH:

6 Q Will you explain whether any audit found any

7 unexplained checks written to Blair, or is it simply the

8 amount of $202,875 incorrect?

A The amount.
cO

10 Q But it is correct that there was an audit which

found unexplained checks written to Blair. Isn't that right?

12 A What is an audit? This is a newspaper article.

13 What is an audit?
Ln

n 14 Q Are you familiar with any unexplained checks that

IT7 15 had been written to BLair?

16 A Yes.

17 Q Do you know what the approximate amount of those

18 checks was?

19 A No.

20 Q Do you have a rough estimate?

21 MR. BARAN: I object. You are asking the witness

22 to speculate. He said he doesn't know what the amount is.

MILTON, DAWSON & MINSON, INC.



j I MR. RAICH: The record wiLt note your objection.

2 You may answer the question.

3 MR. BARAN: Do you know what amount?

THE WITNESS: No, I don't know, but he had asked

5 me approximately.

6 MR. RAICH: I asked for an approximate figure.

7 BY MR. RAICH:

8 Q Do you have any approximate figure?

9 MR. BARAN: Mr. Jacobs will attempt to clarify his

10 answer as best as he can on his recollection, without

11 speculating, in regards to any of this transaction.

i 12 Mr. Jacobs, won't you explain as best as you can,

13 this issue of unexplained checks as you understand it?

14 THE WITNESS: There was a very superficial internal

15 audit done by a low Level employee that came up with a number

16 of checks to Neal Blair for which they had no explanations.
V)

17 It wasn't necessarily to Neal BLair, they were all

18 Listed regardless. As going through the checks over the Last

19 two years, since this article has come out and even before

20 that, most every check has been identified as to business

21 purpose, except for a small number, which I would guess in

22 the area of -- I am guessing totally, this is with Neal

MILTON, DAWSON & MINSON, INC.
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Blairls attorneys -- of around $15,000 out of this whole

thing.

Every other one has been documented, has been

identified as regular business expenses, and they are also

in the possession of the attorneys.

BY MR. RAICH:

Q When you say they are in the possesion of the

attorneys, which attorneys are you referring to?

A Neat Blair's personal attorneys.

Q Is there anything else in this article that is

Exhibit Nine which you recall independently as being

incorrect?

A I haven't read this in over a year. I realty don't.

That stood out.

Q I may draw your attention to Exhibit Nine, page

three, in the second to Last paragraph of the article, it

sayst "The former accountants said -- strike that.

It says: "'A Large number of checks,' Broaddus

noted in his audit, were made out simply to cash, without any

supporting documentation explaining them. Also, the audit

revealed large checks were made out to Blair, sometimes with

no explanation, sometimes with notes indicating they were for



W1 Btair's attorneys -- of around $15,000 out of this whole

2 thing.

3 Every other one has been documented, has been

4 !identified as regular business expenses, and they are also

5 in the possession of the attorneys.

6 BY MR. RAICH:

7Q When you say they are in the possesion of the

8 attorneys, which attorneys are you referring to?

9 A Neal Blair's personal attorneys.

10 Q Is there anything else in this article that is

11 Exhibit Nine which you recall independently as being

12 incorrect?

13 A I haven't read this in over a year. I really don't.

14 That stood out.

15 Q I may draw your attention to Exhibit Nine, page

16 three, in the second to Last paragraph of the article, it

17 says: "The former accountants said -- strike that.

18 It says: "'A Large number of checks,' Broaddus

19 noted in his audit, were made out simply to cash, without any

20 supporting documentation explaining them. Also, the audit

21 revealed large checks were made out to BLair, sometimes with

22 no explanation, sometimes with notes indicating they were for
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purchases."

Is that statement accurate to the best of your

knowledge?

A Did Broaddus note that, is that what you are

asking me?

Q I am first asking you, yes, whether Broaddus noted

that in his audit, if you recall?

MR. BARAN: To the best that you can recall.

THE WITNESS: To the best that I can recall,

Broaddus did note that in his audit.

BY MR. RAICH:

Q Was the audit correct when it made those statements?

A No. To the best of my knowledge, no,*it was and

is not.

Q Is it your testimony that they were not made -- that

checks were not made out to cash without supporting

documentation?

A It is my testimony that there is supporting

documentation for almost every check.

Q That would include checks made out to cash, is that

correct?

A That is correct.

MILTON, DAWSON & MINSON, INC.



MMR. BARAN: I want to note for the record, here,

2 the absolutely unconscionable position that anonymus quotes

3 in a year-old article, which the witness has not read in over

4 a year, puts the witness in. It has been typical of the

5 people who have made the original complaining actions here,

6 and in other procedures.

I We have attempted to be cooperative here with the

8 Commission's concern. There are allegations made in this

and other documents that are extremely broad, extremely

10 complicated. You have attempted to illicit from the

11 witness refutations of different statements that known and

12 unknown parties have made. We cannot do that without going

13 line-by-line, and *we will do that, if necessary.

14 I just want the record to show that in this

15 particular instance, for example, we are talking about now,

16 for what maybe the dozenth time, a quote taken from some
tq)

17 statement made outside of this proceeding, from somebody who,

18 as far as I know, has not provided any sworn testimony to

19 this Commission, which has again been denied, under oath, by

20 Mr. Jacobs.

21 I just want the record to reflect that. This has

22 been typical of these people.
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MR. RAICH: The record should reflect that the

article which constitutes Exhibit Nine is part of this

proceeding. It was included with the letter from Mr. O'Mara,

which initiated this matter.

BY MR. RAICH:

Q Turning your attention to Exhibit Nine, page two --

MR. ANDERSON: Let me also say that if Counsel

wishes the witness to have further time to Look over the

entire text or parts of the text surrounding the specific

statements that we are concerned with, that we certainly have

no objection.

MR. BARAN: I guess the point is that there isn't

enough time or money to pay for Lawyers that would allow

Mr. Jacobs or other people at Ruff-PAC to go Line-by-Line

over document-by-document, pageiby-page of the volumes of

paper that have been produced by these people, and point out

under oath and for the record what is right and what is

wrong.

We are dealing with volume here, and if there are

specific representations or statements that have been made,

as you have developed in the course of this deposition, which

you would like to have Mr. Jacobs' sworn testimony to, he

LI

,q-.tle
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I is prepared and willing to say, "Yes, that is true," or "No,

2 it is not true."

3 We are anxious to get that alL cleared up, but I

4 don't want there to be any assumption or impression left from

5 this deposition that because Mr. Jacobs has not specifically

6 denied something contained in this document or any of the

7 other exhibits, if not asked to do so, that that implicitly

8 says that he agrees with the statements that are made there.

9 MR. ANDERSON: I think the record clearly reflects

10 that, first. Second, we are not asking -- we are not talking

r 11 about every statement in this, and I merely want the record

12 to reflect that we are making --,giving the witness an

13 opportunity to take hateveo time is necessary to look at

1portions of the doculent or the entire document as it retates

r 15 to this small number of statmerts that we are concerned with.

16 MR. BARAN: He will surely read through the
rv)

17 document and testify to the best of his recoltection, with

18 respect to any question you have about this document. If

19 need be, he will reread it today in its entirety, unless there

20 are specific quotes that you wish to bring to his attention.

21 MR. RAICH: There are specific quotes I would like

22 to bring to Mr. Jacobs' attention.

MILTON, DAWSON & MINSON, INC.
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BY MR. RAICH:

2 Q If you will note on Exhibit Nine, page two, at the

3 bottom of the second column, it says: "Along the way, the

4 accountant set aside $14,263 in expenses that could not under

5 any circumstances be justified as business related."

6 Mr. Jacobs, is that amount, that $14,263, the amount

7 you referred to a few minutes ago as being an amount that

8 did not have receipts or other documentation to back it up?

9 MR. BARAN: I am going to object, at this point,

10 for lack of foundation. Let me tell you one of the problems

11 in this questioning.

12 It is unclear to me, again, without having had the

13 witness reread the entire article, in what context this

14 statement is presented. I have not reread it today either.

15 I don't know if we are talking about expense by

o 16 Free the Eagle, or by Ruff-PAC. I don't think Mr. Jacobs

17 can respond in any way to exactly what this article is

18 talking about.

19 He has testified as to what the current situation

20 is with respect to Ruff-PAC, I think, and these unexplained

21 checks. Although, frankly, I think the record will show that

22 his response to your earlier question didn't differentiate
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* whether the checks in this issue, the so-called "unexplained

2 checks," were Ruff-PAC checks or Free the Eagle checks or

3 other checks. They are just checks.

4 MR. RAICH: That is correct, Jan, and that is the

5 next area I am going to delve into. That is correct. I am

6 just as eager as you are to find out whether the statements

7 made in this article are true or not. I am, obviously, only

concerned about certain kinds of statements in the article

9 and if those statements are inaccurate, then I would just

10 like to know that they are.

N 11 I, again, would like to have the witness's

12 recollection, though, with regard to certain statements here

13 ;because this article is, of course, something out in the

14

public record, as it reflects on this respondent, Ruff-PAC,

15 AHC, Mr. Bill Jacobs, himself.

16 MR. BARAN: I appreciate that. I, of course,

17 among everybody am not anxious to delay this, but I think the

18 sentence is ambiguous and taken out of context and I am not

19 making any sort of accusation about Counsel. I just think

20 that the whole sentence is ambiguous. It says whatever it

21 2 says. I think the important thing is to confirm whether

22 Mr. Jacobs understands either the proported statement here,
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O and if not, maybe you can just say "I don't understand what

2 they are talking about."

3 BY MR. RAICH:

4 Q Do you understand the statement that I read a

5 couple of minutes ago, on page two of Exhibit Nine?

6 A Could you read it again?

7 Q "Along the way, the accountant set aside $14,263

in expenses that could not under any circumstances be

9 justified as business related."

10 A That is true. But it is all out of context.

11 Q If I could, I would Like to indulge you for a

12 minute, to have your explanation as to how it is out of

13 context?Ulf

re 14 A This was -- Paul Broaddus and I sat down and went

15 over his audit. This was after-he had left our employ and
C

16 was an independent contractor. In fact, I paid him to come

17 back in and look at the figures. We went through everything

18 to determine what really could not be justified, what

19 possibly could be justified. Those two things primarily.

20 We came up with $14,000 that could not. We came

21 up with $160-some -- I think these figures are correct, to

22 the best of my memory, which Neal Blair signed a document
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W stating that it was business expense. However, that was

2 not the final. That is where it is getting out of context.

3 Neal Blair was under instruction from Howard Ruff

4 to account for every dime, every check, every item on the

5 Broaddus report. This was just there. He does this, but

6 he also had to account, which is what he has done. That

7 is why the whole thing is reduced to a minor sum rather

8 1 than something major, as this whole article has blown it

co 9out of proportion and made it appear.

01 10 Q That minor sum you are referring to is how much?

11 A I think it is around S20,000 and might even be

12 Less. that is with his lawyers, and I am not privy

13 to that information.

LI)

14 MR. BARAN: That sum-- I don't want to testify

" 15 for the witness, but may the record clear up whether these

16 figures that we are tossing around here relate solely to

17 Ruff-PAC or to other organizations as well.

18 THE WITNESS: I can't from this. I have no idea.

19 There was very little Ruff-PAC in the audit, and mostly

20 Free the Eagle, but I would have to get it through them and

21 look at the whole thing again. And then I would have to --

22 his attorneys would have to tell me things which they won't
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tell me at this time. So, I don't know.

BY MR. RAICH:

1
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audit.

two of

Q

Eagle?

If you don't, fine. I don't either, so that makes

uS.

Does a copy of that exist someplace at Free the

Not at Free the Eagle, no.

At Ruff-PAC?

MILTON, DAWSON & MINSON, INC.
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Q Were there some of these payments that involved

Ruff-PAC?

A Yes. That is on the audit.

Q Do you recall the amount of the payments to

Ruff-PAC -- from Ruff-PAC rather?

A No. I don't.

Q Was it an amount in excess of $1,000?

A I don't know. The way the audit was done -- You

must have a copy of the audit there. They are all listed.

They are not totally Ruff-PAC or Free the Eagle. To the best

of my memory, they are all Listed -- Free the Eagle, Ruff-PAC,

whatever.

Q You said we have a copy of the --

A Well, I would assume that you had the Broaddus
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A No.

Q Where does it exist?

A I am sure Harold Goode has one.

Q Would he be the only person you know of who would

have a copy of that document?

A Whoever wrote this would, I am sure.

Q Anyone else?

A I don't know. I would imagine a Lot of people,

but I can't think of who offhand.

Q Just asking about one more statement on Exhibit

Number Nine, if you look on page two, at approximately the

middle of the right-hand coluon, there is a statement reading

i 1p
"Jacobs said that he acceptedithe cltisification of the

disbursements as business expenses 'based on his (Blair's)

certification' and that no recof'ds were available to justify

them."

Have such records now been made available to

justify them?

A Yes.

Q I show you what has been marked as Exhibit Ten.

Exhibit Ten purports to be financial statements prepared by

an independent Certified Public Accounting firm.

MILTON, DAWSON 9 MINSON, II'C.
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(The document referred to was

marked Government Exhibit Number

Ten, for identification.)

BY MR. RAICH:

Q Have you seen Exhibit Ten before?

A Yes.

Q Is it accurate, to the best of your knowledge?

A Yes.

Q Turning to page eight on Exhibit Ten, under Note 1,

part A, second paragraph, reads: "The Trustees of the

Organization, in their sole discretion decide to which

political candidates the contributions are given."

Who are the trustees of the organization?

A I don't know.

Q Who would have been?

A Neat Blair.

Q Do you know who makes the decisions as to which

candidates contributions are given?

A I don't know.

Q Do you participate in that decision in any way?

A

Q

No.

But you do disburse the funds to candidates; is that
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A

Q

months

Eagle?

Yes.

Can you be at all more specific as to for what

in 1986 Ruff-PAC had not paid its rent to Free the

A At the beginning of every year, we allocate expenses

MILTON, DAWSON Z MINSON, INC.
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A Yes.

Q Who tells you to whom to disburse the funds?

A Neal Blair.

Q Anyone else?

A No.

Q Turning your attention to page nine, under Note 3,

in the first paragraph of that Note, the Last sentence reads:

"As of December 31, 1986, Ruff-PAC had not fully paid for its

portion of the occupancy expenses, and therefore owed Free the

Eagle S15,652."

For what period Is that an accurate statement?

Is that an accurate statement?

A As of December 31, yes.

Q For what period was ttiat rent due?

A 1986.

Q That is calendar year 1986?
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has certain rent payments it makes to whoever its Landlord

and then the amount which each organization under Free the

Eagle's umbrella pays to Free the Eagle is divied up in

proportion to the number of hours that employees work on e

organization's business? Is that correct?

Let me give you an example. Assuming that Free

the Eagle pays $50,000 per year for rent, is Ruff-PAC's

portion of the rent determined on the basis of the number

of hours that employees work on Ruff-PAC business and no

other factor?

A Yes. That is correct.

Q Does Ruff-PAC make monthly payments to Free the

Eagle for a portion of the rent?

A No.

Q Does Ruff-PAC make periodic payments to Free the

Eagle for a portion of the rent?

A One payment. We pay our rent at the beginning o

the year to get a discount. So, it makes it simple.

Q Ruff-PAC pays all of its rent for 1987, say, at

the beginning of 1987?

A We do it in six-month increments.

Q Six-month increments?

MILTON, DAWSON 9 MINSON, INC.
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1 A So they would be paying six months' rent in

2 January and then six months' rent in July.

3 Q Then, it is accurate, there would also be an

4 adjustment that would be made sometime at the beginning of

5 the following year; is that correct?

6 A That is correct.

7 Q Are you personally involved in those calculations?

8 A At the end of the year, yes.

9 Q And each six months, too; correct?

10 A Do you mean for paying the rent?

11 Q Yes.

12 A Yes, I get the discounts. The controtler writes

13 the checks.

14 Q The controller is Marilyn Price; isn't it?

15 A Right.

16 Q I hand you what has been marked as Exhibit Eleven,

17 ,which purports to be financial statements prepared by

18 independent Certified Public Accountants for Free the Eagle.

19 (The document referred to was

20 marked Government Exhibit Number

21 i21 Eleven, for identification.)

22 BY MR. RAICH:
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Q Have you seen Exhibit Eleven before?

2 A Yes.

3 Q Is it correct, to the best of your knowledge?

4 A Yes.

Q If I could, I would Like to draw your attention to

6 page seven of Exhibit Eleven, the page which is entitled

Schedule of Natural Expenses, and I would Like to draw your

8 attention to page six of Exhibit Ten, it says statement of

revenues and expenses.

10 If you will note with regard to Free the EagLe,

11 its rent is Listed in the right-hand column as being S46,101.

12 Do you see where I am?

13 A Yes.

14 Q If you will note, the rent for Ruff-PAC is listed

15 as being $41,951. Do you see where I am?

16 A Yes.

17 Q Was this $41,951 the amounts which were actually

18 due from Ruff-PAC to Free the Eagle after accounting for

19 empLoyees and the number of hours they worked or was this

20 payments that had been made prior to that time?

21 A I don't know.

22 Q Can you tell me whether the $41,951 for Ruff-PAC
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I includes the $15,652 Ruff-PAC owed Free the Eagle for rent

2 at the end of 1986?

3 A I don't know.

4Q Is it accurate to say that these figures were

5 arrived at based upon the number of hours that employees

6 worked for Ruff-PAC, out of all the figure for '86, is what

7 I am referring to?

8 A No.

9 Q All the figures under operating expenses on page

10 six?

11 A No.

12 Q Were some of these determined on the basis of the

13 number of hours employees worked for Ruff-PAC?

14 A Yes.

15 Q Which ones?

16 A I don't know without backup. I have no idea. I

17 wouLd have to go back and Look.

18 Q You previously stated that rent was paid on that

19 basis. Were salaries paid on that basis?

20 A Yes.

21 Q Would you please explain something to me, Mr. Jacobs,i

22 I note that Ruff-PAC's rent was approximately $41,000, but

MILTON, DAWSON & MINSON, INC.
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~15

16

17

18

19

20

21

22

includes the $15,652 Ruff-PAC owed Free the Eagle for rent

at the end of 1986?

A I don't know.

Q Is it accurate to say that these figures were

arrived at based upon the number of hours that employees

worked for Ruff-PAC, out of all the figure for '86, is what

I am referring to?

A No.

Q ALL the figures under operating expenses on page

s ix ?

A

Q

number

A

Q

A

would h

Q

basis.

A

Q

I note

No.

Were some of these determined on the basis of the

of hours employees worked for Ruff-PAC'

Yes.

Which ones?

I don't know without backup. I have no idea. I

ave to go back and took.

You previously stated that rent was paid on that

Were salaries paid on that basis?

Yes.

Would you please explain something to me, Mr. Jacobs,

that Ruff-PAC's rent was approximately $41,000, but
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W 1Free the EagLe's rent was approximately 46,000. That is,

2 they were almost equal.

3 However, Ruff-PAC's salaries were only $211,000, but

4 Free the Eagle's salaries were $459,000, more than double

5 what Ruff-PAC's were.

6 Will you please expLain to me that disparity?

7 A I can't, not looking at these.

8 Q It is true that you are the -- that you handLe the

9 finances for both organizations; isn't it?

10 A Yes.

t) 11 Q It is true that both rent and salaries are

* 12 determined on the basis of the number of hours that employees

13 work for each organization; isn't it?

14 A Yes. I didn't prepare these. I would just add

15 that I don't have the work pape's for these. I don't have

16 anything of backup for these.

17 Q But these are accurate, to the best of your

18 knowledge?

19 A It is done by a CPA, I think they are probably more

20 accurate than my own records.

21 Q But you are unable to explain the disparity between

22 salaries and rents vis a vis the portion that both Ruff-PAC
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* and Free the Eagle pay?

2 A That is right.

3 Q Who would be able to?

4 A I don't know.

5 Q Would Marilyn Price?

6 MR. BARAN: Excuse me. I want the record to show

7 that Mr. Jacobs is unable to explain to the best of his

8 recollection without any of the work papers and materials

that are normally at his disposal as the Treasurer of Ruff-PAC.

10 He is trying to testify as best as he can about

11 figures presented in a document produced by somebody else.

12 BY MR. RAICH:

13 Q Do you have the documents which would backup the
1l)

14 figures listed on Exhibits Ten and Eleven?

15 A No.

16 Q Where is such backup?

17 MR. BARAN: Do you know?

18 THE WITNESS: Where it is? No.

19 BY MR. RAICH:

20 Q Who would have it?

21 A I would assume Santos, Postal and Mitlios.

22 Q Calling your attention to Exhibit Ten, page six, and

MILTON, DAWSON & MINSON, INC.



W 1 Exhibit Eleven, page seven. In utilities, I see that

2 Ruff-PAC had utilities of $30,005; Free the Eagle had

3utilities expenses of $45,833.

4 MR. BARAN: I think you are misreading the column

5 there, Counsel.

6 MR. RAICH: The utilities expenses for Free the

7 Eagle for calendar year 1986 were not $48,699?

8 MR. BARAN: Yes. That is not what you said.

9 MR. RAICH: Yes, I was looking at the wrong figures,
0

10 $48,699 for Free the Eagle versus $8,594 for Ruff-PAC. The

LI,) 11 record should reflect that correction.

12 BY MR. RAICH:

13 Q Do you see where I am looking?

n 14 A Yes.

15 Q Are you able to explafn the disparity between the

16 utilities expenses of Free the Eagle and Ruff-PAC?

17 A No.

18 Q To the best of your knowledge, is there any

19 difference in the use of utilities by Ruff-PAC and Free the

20 Eagle that would account for this disparity?

21 MR. BARAN: I object to the form of the question.

22 Again, these are numbers that have been produced not by

MILTON, DAWSON & MINSON, INC.
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1 Mr. Jacobs, by somebody else, based on work that they did.

2 MR. ANDERSON: I think that the question is that

3 we are Looking at some records that show a disparity. I am

4 not asking him to say what the underlying numbers are, but

5 we are pointing out the disparity that is reflected in these

6 documents, and simply asking the witness if he has any

7 knowLedge, independent of these figures here, in his

8 experience, that could account for the disparity, and if

9 he has no such knowledge, Let that be his testimony.

10 THE WITNESS: No, I have none, just Looking at

11 these.

12 MR. BARAN: You do have independent knowledge of

13 how you allocated administrative expenses between Ruff-PAC

14 , and Free the EagLe.

15 THE WITNESS: Yes.
C

16 MR. BARAN: I think he has testified to that under

17 oath. How some other auditor classifies different categories

18 of expenses, we don't know.

19 MR. ANDERSON: I understand.

20 BY MR. RAICH:

21 Q Turning to page eleven of Exhibit Eleven, under

22 Note 2, states that Free the Eagle owns computer equipment

MILTON, DAWSON & MINSON, INC.
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don't know
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$113,691.

Is that correct?

I don't know. I don't know.

Do you see where I am Looking

Yes.

Does Ruff-PAC use any of Free

Looking at that, I

on the audit report?

the EagLe's computer

it?

Yes.

Do you know what portion of the computer equipment

by Ruff-PAC versus what portion is used by Free the

A No.

Q Is that something that you do an accounting for?

A No. On computer equipment, I don't think so.

It is such a minor number that I don't think we do. At Least,

I certainly don't remember doing it.

Q I note that on page nine of Exhibit Ten, under

Note 2, it indicates that Ruff-PAC owns computer equipment

of only $10,008.

Is it your understanding that in addition to that

$10,000 Ruff-PAC owns, Ruff-PAC also uses Free the Eagle's

MILTON, DAWSON & MINSON, INC.
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W "computer equipment that we previously discussed?

2 A I don't know.

3 Q You previously stated that Ruff-PAC does use

4 Free the Eagle's computer equipment.

5 MR. BARAN: To a minor extent, I think that was

6 Mr. Jacobs' testimony and that he will not take an account

7 of that.

8 BY MR. RAICH:

9 Q By a minor extent, do you mean less than half of

10 Free the Eagle's computer time, or do you mean one-tenth of

It) 11 Free the Eagle's computer time, or do you have any idea?

12 MR. BARAN: To the best of your recollection.

13 THE WITNESS: Less than a tenth. So minor that it

14 is inconsequential.

15 BY MR. RAICH:

C 16 Q Ruff-PAC uses Free the Eagle computer equipment

17 for less than one-tenth of the time that Free the Eagle uses

18 its computer equipment. Is that your testimony?

19 A To the best of my knowledge.

20 Q Does Ruff-PAC pay Free the Eagle for the use of

21 that computer equipment?

22 MR. BARAN: Objection. He has already been asked

MILTON, DAWSON & MINSON, INC.
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1
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21
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21

22

or not.

Q Do you recaLL having signed the original of this

report?

Q

document?

MR. BARAN: Can we just get a foundation here?

Have you seen this document before?

THE WITNESS: Yes.

BY MR. RAICH:

Do you recall having signed the original of this

MILTON, DAWSON & MINSON, INC.
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and answered you.

Do you want to answer it again?

THE WITNESS: No, they don't.

BY MR. RAICH:

Q I hand you what has been marked as Exhibit Twelve.

Exhibit Twelve is Ruff-PAC's -- a copy of Ruff-PAC's 1987

mid-year report.

(The document referred to was

marked Government Exhibit Number

Twelve, for identification.)

BY MR. RAICH:

Q Did you sign the original of this report?

A I can't see my signature. I don't know if I did

0
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A Do I recalL it? No. I am sure that I did.

2 MR. ANDERSON: You said you are sure you did?

3 BY MR. RAICH:

4 Q Exhibit Twelve did not copy your signature at the

5 bottom of page one very well. I am handing you now another

6 copy of Ruff-PAC's 1987 mid-year report. It is clearer than

Exhibit Twelve.

Do you see the bottom of that page?

A Yes.

10 Q Is that your signature?

II 11 A Yes.

12 Q I will have this page introduced as Exhibit 13.

13 (The document referred to was

n 14 marked Government Exhibit Number

15 13; for identification.)

16 BY MR. RAICH:

17 Q Exhibit 13 was the document you just looked at,

18 wasn't it, and which you indicated that you had signed the

19 1 original. Is that correct?

20 A Yes.

21 Q Before you signed that, had you examined the

22 2 report, and to the best of your knowledge was it true, correct,

MILTON, DAWSON & MINSON, INC.
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O - and complete?

2 A Yes.

3 Q Turning to Exhibit Twelve, page two, that is a

4 page from the mid-year report in Itemized Disbursements.

5 Looking down to Line H on that page, there is a 1986 rent

6 reimbursement, by Ruff-PAC to Free the Eagle.

7 Do you see where I am Looking?

8 A Yes.

9 Q The amount of that rent reimbursement is $4,034.40.
1.0

10 Can you explain to me why that rent reimbursement was not

U) 11 the $15,000-odd dollars the Certified Public Accountants

12 indicated that was owed by Ruff-PAC to Free the Eagle?

13 A No.U")

14 Q Do you know how the figure of $4,034.40 was

15 arrived at?

16 A No, I don't.

17 Q I note that on Line I of Exhibit Twelve, page two,

18 there are two entries for reimbursement for utilities.

19 Do you know for what period those utilities were

20 reimbursed to Free the Eagle from Ruff-PAC?

21 A No.

22 Q Do you know how those figures were arrived at?

MILTON, DAWSON & MINSON, INC.
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A No.

Q I note on Exhibit Twelve, page three, in Lines A,

B and C, there are several Listings for reimbursement for

salaries.

1

2

3

4

5

6

7

8

9
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11
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17
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20

21

22

what period those salaries were

Free the Eagle?

those numbers were arrived at?

t period the timesheets were for?

A No.

Q Is it possible, for exampLeo that --

MR. BARAN: I object to the form of the questioning.

Anything is possible.

BY MR. RAICH:

0 To the best of your knowledge, were the disbursements

that are reflected in Lines A, B and C for salaries for

people who did work in 1987, or were they for some other

period?

A Could you repeat the question please?

MILTON, DAWSON & MINSON, INC.

U")

O

Do you know for

reimbursed by Ruff-PAC to

A No.

Q Do you know how

A Yes.

Q How?

A From timesheets

Q Do you know wha
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I Q Were the disbursements reflected on Exhibit Twelve,

2 page three, Lines A, B and C, reimbursement of salaries for

3 work done in 1987, or for some other period?

4 MR. BARAN: I am going to object, because I believe

5 the witness has already testified that he didn't know with

6 respect to which period of time these salary payments were

7 made.

8 I want to interject at this point that Mr. Jacobs

9 came here prepared to testify with respect to the transactions

10 involving loans by American Heritage Center to certain

t") 11 individuals, which were then in turn loaned to Ruff-PAC.

12 We are getting into a lot of technical questions

13 requiring refreshing recollections and substantial records,Lr)

14 none of which are here. Notwithstanding the fact that

15 Mr. Jacobs is the Treasurer, I don't think it is reasonable

C
16 to expect him to be able to, with great precision and clarity,

17 testify, without any preparation, to these type of detailed

18 questions.

19 MR. RAICH: I believe I will have about 10 to 15

20 minutes more of questions. The time is now 1:23.

21 MR. BARAN: We will see if we can do it in 10 minutes;

22 okay?

MILTON, DAWSON & MINSON, INC.



W MR. RAICH: I know you had been expecting a car

2 1to come at 1:30, and I just want to Let you know we are

3 probably going to go beyond that slightly.

4 MR. BARAN: It will wait 10 minutes.

5 BY MR. RAICH:

6 Q Noting on Exhibit Twelve, page three, line D, there

7 is a reimbursement for insurance from Ruff-PAC to Free the

8 Eagle, and there are two entries listed there.

9 Do you know for what period that reimbursement for

10 insurance was for?

V) 11 A I do now. I recognize it. Both the salaries and

@ 12 the insurance are for 1987. Those are the monthly

13 reimbursements.

M) 14 Q Has your recollection also been refreshed with

15 regard to the rent payments list'ed on Exhibit Twelve, page

16 two?

17 A It is for 1986, as it states, but I don't remember

18 that.

19 Q What about the reimbursement for utilities liste

20 on Exhibit Twelve, page two, line I?
on

21 A I don't know.

22 Q Do you know the method by which reimbursements for

MILTON, DAWSON & MINSON, INC.
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insurance were calculated?

A They go with the employee on his medical insurance.

MR. BARAN: You are testifying to your policy?

THE WITNESS: Yes. For the salaries up there that

were billed to Ruff-PAC, they also have to pay their share

of the benefits, which is primarily -- our only benefit is

medical insurance.

BY MR. RAICH:

Q In other words, reimbursement for insurance is also

tied to the reimbursement for salaries and that depends on

the number of hours employees work for Ruff-PAC; is that

correct?

A That is correct.

Q I note that on Exhibit Ten, page six, insurance

expenses by Ruff-PAC were found'to equal $1,613.

Do you see where I am looking?

A Yes.

Q I note that that amount is significantly less than

either the insurance payments by Ruff-PAC to Free the Eagle

for the first-half of 1987.

Are you able to explain that disparity?

MR. BARAN: I am going to object, although I know

MILTON, DAWSON & MINSON, INC.

7 1



W my client very much wants to make a point here.

2 You keep asking questions about a document you

didn't prepare, and you very much, perhaps, would like to

4 have the answers himself to some of these apparent

5 discrepancies, but I don't see why we are wasting time asking

6 him to explain something, which in all likelihood he can't

7 because it is not his work.

8 MR. RAICH: Counsel, if the witness doesn't

9 understand, or doesn't remember, he can say so.

04 10 MR. BARAN: He has said that repeatedly. That is
V) 11 why I am trying to, you know, wrap it up here. But, if he

1wh point it out, I will point out that salaries, taxes,

12 wonmtponitIwl

13 and related benefits is a category at the top of the column

14 that you were pointing out to.

NT 15 Maybe, the accountants wrapped it alL up into one

16 lump in one category, which is different from the way Mr.

17 Jacobs keeps track of these records, for purposes of complying

18 with the Federal Election Laws. I don't know. I don't think

19 he does, because that is what he has testified to under oath,

20 and neither do any of us here.

21 Let's get off a report, which it is clear by now

22 he doesn't have a whole Lot of first-hand knowledge about.
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MR. RAICH: The record will note your objection.

2 BY MR. RAICH:

3 Q Do you have any recollection to explain that

4 disparity in insurance?

5 MR. BARAN: Do you have any idea why this is the

6 way it is?

7 THE WITNESS: Yes, that is not medical insurance.

8 Medical insurance is related benefits at the top. This is

9 insurance on whatever. I don't know what, but it is not

C4 10 that.

11 MR. BARAN: Do you know what it is?

. 12 MR. RAICH: Thank you.

13 BY MR. RAICH:

14 Q Do you have any knowledge of any occasions on which

15 Ruff-PAC gave money to politicat committees which Ruff-PAC

16 had already given its maximum allowable contribution?
rv,

17 A Would you repeat that? They gave it to who?

18 Q Do you have an knowledge of any occasions on which

19 Ruff-PAC gave money to a political committee that Ruff-PAC

20 had already given its maximum allowable contribution to?

21 A No.

22 Q Do you know of any occasions on which Ruff-PAC
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. 1recorded a disbursement as being for overhead rather than

2 for being on behalf of a political committee that Ruff-PAC

3 was really contributing to with that disbursement?

4 A You mean a misclassified disbursement?

5 Q That is correct.

6 A No, I don't.

7 Q Do you know of any occasions on which Ruff-PAC

8 reported a disbursement as being on behalf of a committee,

9 but the purpose of the disbursement was actually not on behalf

C4l 10 of that committee? Again, misclassifying it?

A No. I don't.

12 MR. RAICH: Do you have any questions, Mr. Baran?

13 MR. BARAN: No, I don't.
In

14 MR. RAICH: Mr. Jacobs, you are entitled to a check

15 for your witness fee and mileage" today. I am handing that

16 to you right now.

17 THE WITNESS: How about my one for the last time?

18 MR. RAICH: Before we conclude, however, we would

19 like to take a short recess.

20 (Short recess.)

21 BY MR. RAICH: We are back on the record.

22 Mr. Jacobs, you have an opportunity, when the
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. transcript of your deposition is prepared, to review and

2 sign that transcript. You are not required to do so, however,

3 I would like to know if you wish to waive signature?

4 MR. BARAN: We will not waive signature.

5 MR. RAICH: This concludes the deposition.

6 (Whereupon, the instant deposition ceased at

7 1:35 p.m.)

8
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1 ACKNOWLEDGNENT OF DEPONENT

2 BEFORE THE FEDERAL ELECTION COMISSION

3 In Re: NUR 2191

4 I do hereby acknowledge that I have read and

5 examined the foregoing pages 4 through 89, inclusive, of

6 the transcript of my deposition and that:

7 (Check appropriate box):

8 ( ) the same is a true, correct and complete

9 transcription of the answers given by me
1 to the questions therein recorded.

Lf) S1( ) except for the changes noted in the

12 attached errata sheet, the same is a true,

U1 13 correct and complete transcription of the

14 answers given by me to the questions

15 therein recorded.

16

17 (Date) Signature

18

19

23

21

22
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1 CERTIFICATE OF REPORTER/NOTARY PUBLIC

2 I, Patricia Anne Minson, a Notary Public in and

3 for the District of Columbia, before whom the foregoing

4 deposition was taken, do hereby certify that the witness

5 whose testimony appears in the foregoing deposition was

6 duly sworn by me; that the testimony of said witness was

7 taken by me hereof and thereafter reduced by typewriter

8 under my supervision; that said deposition is a true and
09 accurate record of the testimony given by said witness;

10 that I am neither counsel for, related to, nor employed

11 by any of the parties to the action in which this

12 deposition was taken; and further, that I am not a

UO 13 relative or employee of any counsel or attorney emplajed

M-) 14 by the parties hereto, nor financially or otherwise

15 interested in the outcome of this action,
C 16

17

18 Patricia Anne ginson

19

20 My commission expires: March 14, 1990.

21

22
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Blair's Deposition

Dear Ms. Minson:

Please make the following changes in your transcript of
the August 20, 1987 Deposition of Neal B.

CORRECTION REASON FOR CHANGE

change "22030" to "22106"

change "Q" to
"MR. LEVINSTEIN:"

Change "Good" to "Goode"

delete "on" before "our"

change "Good" to "Goode"

change "do" to "Do"

change "matter."
"matter?"

to

To clarify

To correct

record

stenographic error

To clarify record

To correct
stenographic error

To clarify record

To correct
stenographic error

To correct
stenographic error

PAGE LINE

Blair:

6

13

9

( "T n-4 a Lit, V)
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Ms. Patricia Anne Minson
Milton, Dawson & Minson, Inc.
September 18, 1987
Page 2

change "Ruff." to "Ruff?"

change "counsel," to
"counsel?"

change "not for profit"
to "not-for-profit"

change "refer to" to
"confer with"

change "that" to "the"

To correct
stenographic

To correct
stenographic

To correct
stenographic

error

error

error

To clarify record

To clarify record

change "Eagle," to "Eagle To clarify record
that I instructed Mr. Blair
not to answer," and "that."
to "that now and he will answer."

change "us" to "Ruff-PAC"

change "I believe. It" to
"I believe. But, it"

add "that way" after
"characterize it"

change "call it the
event." to "call it "the
event.""

change "then the event,"
to "then "the event,""

delete "and"

delete the words "can"
and "of"; change "which"
to "would"

add "but" before "I"

To clarify record

To clarify record

To clarify record

To correct
stenographic error

To correct
stenographic error

To correct
stenographic error

To correct
stenographic error

To correct
stenographic error

2

12

15

11-12

15

8

14

15
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Ms. Patricia Anne Minson
Milton, Dawson & Minson, Inc.
September 18, 1987
Page 3

25

30

33

36

9

19

7

3

7

12

13

add "occurred -- either"
after "events"

change "to" to "into"

change "Is" to "Did"

add "Smellie" after "Mrs."

change "onboard." to
"an officer."

change "occurance" to
"occurence"

change "$50," to "$50,000,"

change "the two" to

"a two-year"

add "Yes." before "In"

change "on" to "for that
work by"

change "years?" to "years."

add "Free the" before

"Eagle"

delete "entities"

add "Free the" before
"Eagle"

change "receipts," to
"invoices,"

To clarify record

To correct
stenographic error

To correct
stenographic error

To correct
stenographic error

To clarify record

To correct
stenographic error

To correct
stenographic error

To clarify record

To clarify record

To clarify record

To correct
stenographic error

To clarify record

To clarify record

To clarify record

To clarify record

43

43

45

45
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49

50

53

54

54

54

55

8

17

10

1

13

15

2

3

15

(1 57

58

58

change "to PAC" to
"for RuffPAC" and add
"Free the" before "Eagle,"

change "signed and gave"
to "signed, I gave"

change "analogist," to
"analogous"

change "the" to "with
respect to" and "had"
to "has"

change "in" to "based on"

change "maybe" to "may be"

change "saying no" to
"saying, "no," and
"maybe" to "may be"

change "anyway." to
"anyway.""

change "this is going"
to "this was going"

add "and" after "letter"

change "was," to "that
this deposition would be
limited to the issues
raised by that factual
basis and the deposition
would be short,"

change "the facts" to "we"
and add "about the facts"
after "agreement"

To clarify

To clarify

record

record

To correct
stenographic error

To clarify record

To clarify record

To correct
stenographic

To correct
stenographic

To correct
stenographic

To correct
stenographic

To correct
stenographic

error

error

error

error

error

To clarify record

To clarify record
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59

72

74

76

- 77

C 77

If) 78

19

20

8

18

19-20

22

21

add "so let's hear if"
before "Mr. Raich"

change "a" to "the" and
add "election" after
"general"

change "never" to "ever"

change "Good" to "Goode"

change "a criminal
investigation" to
"potential litigation" and
add "are" before "not"

change "litigations." to
"litigation."

change "him," to "Bill
Jacobs' counsel,"

To clarify record

To clarify record

To correct

stenographic error

To clarify record

To clarify record

To clarify record

To clarify record

Neal is out of the country, but upon his return I will
have him sign the acknowledgement form upon his return. If you
have any questions, please do not hesitate to call me at
331-5012.

Very truly yours,

Mark S. Levinstein

MSL: slc
cc: Robert Raich, Esq.
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In the Matter of )

)
RUFF Political Action Committee )

and William T. Jacobs, as ) MUR 2191
treasurer )

William T. Jacobs )
Neal B. Blair )
Charles R. Newton )
American Heritage Centre, Inc. )
David L. O'Mara )

GENERAL COUNSEL'S REPORT

I. BACKGROUND

The Commission previously approved subpoenas for the

depositions of Neal Blair, William Jacobs, and Charles Newton.

This Office has taken the depositions of Mr. Blair and
Mr. Jacobs.I/ Information obtained in the depositions and

elsewhere suggests that the extent of the violations in this MUR

may be more serious than previously believed, and that it may

__ require additional reason to believe determinations by the

U11 Commission.

O' Prior to the depositions, Charles Newton and his counsel met

with two Commission attorneys. At the time, Newton was

cooperative and forthcoming describing numerous potential
fV)

election law violations. For example, Newton detailed possible

additional corporate contributions, possible additional

contributions in the name of another, and possible excessive

i/ The transcripts have not been attached to this report, but are
available for review in the Docket office. If requested by the
Commission this Office will circulate them.
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contributions. Since the time of the meeting with Newton,

counsel has represented that Mr. Newton will no longer cooperate

with the Commission, and that counsel will attempt to prevent Mr.

Newton from testifying. Counsel has stated that this change is

due to this Office's unwillingness to promise that it will

ultimately recommend taking no further action against Mr. Newton.

This Office has explained to counsel that such a promise would be

inappropriate at this time because there is no way of making an

informed assessment of his client's culpability until all the

nl facts are brought out through the investigation.

Harold Goode is RUFF Political Action Committee's former

Ln treasurer. Goode has been, and still is, cooperating with the
C

Commission. He came forward on his own and revealed his

LO knowledge of several potential election law violations. For

example, Goode described possible additional corporate

contributions, possible additional contributions in the name of

another, possible excessive contributions, possible unreported

contributions, possible disbursements without proper

documentation, and possible improperly reported disbursements.

David O'Mara is the person who first brought these matters

to the Commission's attention.

The Office recommends taking depositions of Mr. Goode and
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Mr. O'Mara prior to Mr. Newton's deposition.2/ In this way, the

Commission will preserve the testimony of currently friendly

witnesses, and will be in a better position to ascertain how

necessary Newton's testimony is concerning various subjects.

II. RECOMMENDATIONS

1. Approve the attached Subpoenas to Harold Goode and
David O'Mara.

2. Approve and send the attached letters.

Date ( '

Attachments
I. Subpoenas
II. Letters

2/ This Office is not at this time requesting documents from Mr.
Goode or Mr. O'Mara. Both men have already provided the
Commission with their relevant documents.

C General Counsel

-4 .
m



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

RUFF Political Action Committee
and William T. Jacobs, as
treasurer

William T. Jacobs
Neal B. Blair
Charles R. Newton
American Heritage Centre, Inc.
David L. O'Mara

MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on December 4,

1987, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2191:

1. Approve the Subpoenas to Harold Goode and
David O'Mara, as recommended in the
General Counsel's report signed November 30,
1987.

2. Approve and send the letters, as recommended
in the General Counsel's report signed
November 30, 1987.

Commissioners Aikens, Elliott, Josefiak, McGarry, and

Thomas voted affirmatively for the decision;

Commissioner McDonald did not cast a vote.

Attest:

c%4eV2 A
Date Marorie W.

Secretary of the Commission

Received in the Office of Commission Secretary:Tues.,
Circulated on 48 hour tally basis: Wed.,
Deadline for vote: Fri.,

12-1-87, 4:59
12-2-87, 11:00
12-4-87, 11:00

Ut)

C

U)

r
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

16 Deowrber 1987

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. David O'Mara
9910 Portsmouth Road
Manassas, Virginia 22110

RE: MUR 2191
David L. O'Mara

Dear Mr. O'Mara:

On July 3, 1986, you were notified that the Federal Election
Commission found reason to believe you violated 2 U.S.C. S 441f,
a provision of the Federal Election Campaign Act of 1971, as

__ amended.

tn Pursuant to its investigation of this matter, the Commission
has issued the attached Subpoena requiring you to appear and give
sworn testimony on December 29 , 1987, which will assist the
Commission in carrying out its statutory duty of supervising
compliance with the Federal Election Campaign Act of 1971, as
amended, and Chapters 95 and 96 of Title 26, U.S. Code.

Pursuant to 11 C.F.R. 5 111.14, a witness summoned by the
Commission shall be paid $30.00 plus mileage at the rate of 20.5
cents per mile. You will be given a check for the witness fee
and mileage at the time of the deposition.

Please confirm your scheduled appearance with Robert Raich,
at (202) 376-8200, within two days of your receipt of this
not if~cation.

wrence M. Noble~General Counsel

Enclosure
Subpoena



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 2191
)

SUBPOENA

To: David O'Mara
9910 Portsmouth Road
Manassas, Virginia 22110

pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas you to appear for deposition with

regard to MUR 2191. Notice is hereby given that the deposition

is to be taken on Decetber 29 , 1987, in the Office of the General

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

Washington, D.C., beginning at 10:00 a.m. and continuing each day

C thereafter as necessary.

WHEREFORE, the Chairman of the Federal Election Commission

LO ha hereunto set his hand at Washington, D.C., this /? day of

r ,1987.

Scott E. Thomas, Chairman
Federal Election Commission

ecATTEST:

Sarjorfe W. Emmons
SecretAly to the Commission



FEDERAL ELECTION COMMISSION
WASHINCTON D C Z03

16 Deonotier 1987

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Harold Goode
14618 Stone Crossing Court
Centreville, Virginia 22020

PE: MUR 2191

co Dear Mr. Goode:

.V The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,

L-) and Chapters 95 and 96 of Title 26, Unite! States Code. The
Commission has issued the attached Subpoena, which requires you
to appear and give sworn testimony on December 22 , 1987, at
10:00 a.m. in connection with an investigation it is conducting.
The Commission does not consider you a respondent in this matter,

tf) but rather a witness only.

Because this information is being sought as part of an

investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. S 437g(a) (12) (A) applies.

- That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

Pursuant to 11 C.F.R. S 111.14, a witness summoned by the
Commission shall be paid $30.00, plus mileage at the rate of 20.5
cents per mile. You will be given a check for your witness fee
and mileage at the time of the deposition.
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Please confirm your scheduled appearance with Robert Raich,
at (202) 376-8200, within two days of your receipt of this
notification.

Enclosure
Subpoena
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 2191)

SUBPOENA

To: Harold Goode
14618 Stone Crossing Court
Centreville, Virginia 22020

Pursuant to 2 U.S.C. S 437d(a)(3), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby subpoenas you to appear for deposition with

C regard to MUR 2191. Notice is hereby given that the deposition

, is to be taken on December 24 1987, in the Office of the General

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

Washington, D.C., beginning at 10:00 a.m. and continuing each day

thereafter as necessary.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand at Washington, D.C., this /*' day of

- _ _ _ _ _ _ _ _ _ _ , 1987.

Scott E. Thomas, Chairman
Federal Election Commission

ATTEST:

Sect oary to the Commission
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Deposition of :

HAROLD EUGENE GOODE,

a witness in the above-entitled matter, called for examination

by counsel for the Federal Election Commission, pursuant to
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3

I whereupon,

2 ~HAROLD EUGENE GOODE ,

3 a witness, was called for examination by counsel for the

4 Federal Election Commission and, having been first duly sworn

5 by the Notary Public, was examined and testified as follows:

6 EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

7 ICOMMISSION:

8 BY MR. RAICH:

9 Q Please state your name?

16A Harold Eugene Goode.

11 Have you ever had your deposition taken before?

-12 A No, I have never been deposed before.
If)

13 Q Everything that we say here is being taken down. It

14 is difficult, however, for the court reporter to transcribe

15 gestures or sounds that are not words. It is necessary to

16 answer all the questions verbally.

17 A Okay.

18 Q I am going to ask you a series of questions. If at

19 any time you don't understand the question, just say so and we

20 will try to rephrase it.

21 If you do not say that you don't understand the

22 question, I will assume that you do understand the question



1 and that your answer is responsive.

2 Is that clear?

3 A Yes, sir.

4 Q What is your home address?>

5 A 14618 Stone Crossing Court, Centreville, Virginia.

6 Q What is your home phone number?

7 A

8 Q What is your education?

Lr) 9 A lI have a bachelor's degree in accounting and a minor

busnes
19 in buiesadministration.

011 Q From what colleges?

12 A I graduated May of 1982 from Southern Utah State

If) 13 College in Cedar City, Utah.

14 Q Any other education?

15 A I also received an associate's degree of applied

16 science in accounting with public accounting emphasis. I

17 graduated in June -- May or June of 1981 from Utah Technical

18 College in Provo,, Utah.

19 I also have a high school diploma, if you want to

20 know about that one.

21 Q You don 't have any subsequent education past your

-22 bachelor's degree; is that right?



A No, sir, I don't.

2 Q How old are you?

3 A I am 29. I will be 30 on my next birthday, which is

4 next month.

5 Q What is your work address?

6 A I currently work for Chapman Associates, Incorporated.

7 The office address is 2300 M Street, Northwest, Washington,

8 D. C. 20037.

N0
9 Q Did you say 2300 Elm Street?

10 A M as in Mary.

11 Q What is your current business phone number?

12 A Area code (202) 822-1700.

13 0 What is your occupation?

14 A I am the treasurer of the corporation.

C' 15 0 Of Chapman Associates?

16 A Of Chapman Associates, Inc.

17 Q Have you, in the past, ever worked for Ruff-PAC?

18 A Yes, sir.

19 Q When did you start working for Ruff-PAC?

20 A I was hired and began working for Ruff-PAC and Free

21 the Eagle, along with other corporations, on December the first

22 1983.
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1 Q Did you start working for all of the orgnaizations

2 on December 1st, 1983?

3 A Yes, sir. When I started there, I was initially told

4 of five different corporations that I would be doing work for:

5 Ruff-PAC, Free the Eagle, Millenial Star Foundation, American

6 Heritage Centre, and Ruff Foundation.

7 Q I show you what has been marked as Exhibit One.

8 (The document referred to was

marked Government Exhibit

10 Number One, for identification.)

11 I BY MR. RAICH:

12 Q That is a Statement of Organization from Ruff-PAC,
to

13 received at the FEC on April 26th, 1984. It is signed by you

14 as treasurer and names you as treasurer.

C 15 Are you familiar with Exhibit One?

16 A Yes, sir. It is in my handwriting.

17 Q On what date did you become treasurer of Ruff-PAC?

18 A The official date would have been the date that is

19 recorded on this document, April 24th of '84. I was doing the

20 accounting and finance of Ruff-PAC ever since I started there in

21 December.

22 Does that answer the question?

I



S7

1 'I did work, but officially I wasn't made treasurer

2 until that date, so I didn't sign anything as treasurer until

3 1 that date.

4 Q That is fine.

Do you know the date on which you ceased being

6 treasurer of Ruff-PAC?

7 A In my own mind, I was terminated of employment for

8 those organizations on March the 1st of 1985, and so, in my

00 9 own mind, that was the date that I was officially released as

10 treasurer.

11 Q March the 1st, 1985, was the last date on which you

12 were treasurer?

13 A Yes, sir.

14 Q I show you what has been marked as Exhibit Two.

C" 15 (The document referred to was

n 16 marked Government Exhibit Number

17 Two, for identification.)

18 BY MR. RAICH:

19 1 Q Exhibit Two is a Statement of Organization from

20 Ruff-PAC signed by William Jacobs and naming him as treasurer.

21 It was received at the FEC on July 25th, 1985.

22 Do you have any knowledge of the day on which



1William Jacobs became~ treasurer of Ruff-PAC?

2 A No, sir. I was not present when anyone communicated

3 to Bill that he would be treasurer. However, looking over this

4 FEC document, the date up at the top, March 1st of '85, that

5 also corresponds with the last day that I was employed there.

6 Why it took so long for Bill to file this with the

7 FEC, I am not aware. I am presuming that the reason why is the

8 fact that Bill did not know that he had to f ile it.

9 Q I show you what has been marked as Exhibit Three,

10 the first page of an FEC Disclosure Report from Ruff-PAC, filed

11with the FEC on April 15th, 1984. Note that it is signed by

12 Neal Blair on the signature line.

13 (The document referred to was

14 marked Government Exhibit Number

15 Three, for identification.)

16 BY MR. RAICH:

17Q Do you recognize this report?

18 A Yes, sir. The data that is on the report is in my

19 own handwriting. Neal Blair signed it on April the 12th of '84,

20 which was before I became officially the treasurer of the PAC,

21 so I didn't sign it. I prepared the report, but I didn't sign

____ 22 it.



10 Do you know if Neal Blair ever was treasurer of

2 Ruff-PAC?

3 A No, sir. I have never seen any documents and it has

4 never been communicated to me that Neal Blair was the treasurer

5 at all.

6 Q Did you ever know of Neal Blair to be an assistant

7 treasurer of Ruff-PAC?

8 A No, sir.

C0 9
Q Do you know why Neal Blair signed this report?

19 A Yes, sir.

* 11 Q Why is that?

-12 A During February, March and April of 1984, the
U)13

n 13 official treasurer on the report was Mark Stoddard. Mark did

14 not want to be treasurer and refused to sign the reports,

is1 claiming that I was the one that was handling the finances,

16 the financial affairs of Ruff-PAC, and since I was the one that

17 filed the report, I ought to be the one to sign it.

18 1 didn't want to sign it because no one had

19 officially communicated to me, and no official documents had

20 been filed with the FEC stating that I was the treasurer.

21 Also, at the same time, March -- February, March and

22 April of '84, Neal Blair and Mark Stoddard were at violent
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1 odds against each other. They did not agree with each other

2 for a number of different reasons and because I wouldn't

3 sign the report and because Mark Stoddard refused to sign the

4 report, the report was due on April the 15th and Neal Blair -

5 I talked with Neal and informed Neal of the situation.

6 Neal, knowing that the report had to be filed, was

7 the president of the PAC and decided that he would sign it.

8 So, he signed it and then I delivered it.

9 Q You hand delivered it yourself?

SIA Yes, sir. I did. This is back when the FEC was

11 over on 1325 K Street.

-12 Q Then, just a few days after that, they made you

13 treasurer officially; is that right?

14 A Yes, sir.

V15 Q When you were hired to take care of the books for

16 Ruff-PAC, were you told to make things look "boy scout squeeky

17 clean?"

18 A Yes, sir. Those were the exact words of Mark

19 Stoddard. When the offer was tendered to me to move out to

20 the Washington, D.C., area, he, Mark Stoddard, had told me

2.1 that they needed an accountant, someone who knew how to do

22 accounting records and keep them complete and accurate. He



.1 wanted the books to be kept boy scout squeeky clean.

2: 0 Do you know approximately what month Mark Stoddard

3 told that to you?

4 A Yes, sir. I t wa s in November of '8 3.

5 Q What did you eventually find out he meant by making

6 the books look "boy scout squeeky clean?"

7 A When I was hired by Free the Eagle, prior to being

8 hired I had worked for two and a half years as a public

9 accountant for a CPA firm in Utah, where I learned the correct

1e way of filing documents and I lived by what I had learned*

11 When I was hired and told "boy scout squeeky clean,"

.12 it came across to me that I was supposed to record things

13 truthfully and accurately, so that there would be no question,

14 but over the period of a year and a half or so that I worked

C15 there, I was asked to create ways or schemes in which things

16 could be done so that no one would be able to find them, or

17 trace them in times to come.

18Q In other words, things were supposed to appear

19 "boy scout squeeky clean" in an effort to conceal other

20 transactions?

21 A Yes, sir.

22 Q Who were the people who told you to engage in these



1other transactions?

2 A I had conversations with Mark Stoddard and with

3 Neal Blair at various times during my employment there,, in

4 which they asked me to do things that I disagreed with on

5 a financial nature.

6 Q Did these things include the finances of Ruff-PAC?

7 A Yes, sir. When I did finances there, I did them for

8 all of the different organizations, and they were all treated

9 the same by each one of the employees there. The only person

10 that kept them separate was me.

ll1 I kept them separate because legally I was supposed

-12 to.

LI)13 Q Why did you leave Ruff-PAC on March 1st, 1985?7

14 A I didn't leave by choice. I was 1ale in to Bill

C15 Jacobs' office and Bill had informed me that he was told

16 that that day was to be my last day there, and that Marilyn
17 Price was preparing my final paycheck and, at the same time

18 that we were talking, and it was verbally communicated to me

19 that I was being terminated.

20 Q Was a reason given to you at that time?

21 A Not specifically stated as a reason. What I was

*O 22 told -- Bill Jacobs and I had had communications in the past,

low



1 and Bill, in reference to why I was leaving, he just simply

2 said, "Harold, you know why you are going." And I said, "Yes,

3 I do." He said, "So do I. I don't want you to go through

4 this," but I was told that I didn't have any choice.

5 Q What did the two of you mean when you said you

6 knew the reason that you were going?

7 A over the period of 15 months that I had been

8 i employed there, there were a number of different transactions

9 i financially and otherwise that I disagreed with, with Mark

16 Stoddard and Neal Blair and with Howard Ruff, and I had

11 communicated my disagreement both orally and in written form

12 I to Mark and Neal as well as to other employees that were

n13 working there at the time.

14 Apparently, I had done it so many times that they

C15 were tired of hearing my complaints and wanted to be rid of

16 m

17 Q Had you known that you would be fired before it

18 happened?

19 A I didn't know specifically that I was going to be

20 fired, but I had had communications with Bill prior to

21 March 1st that when he spoke with Neal or with Mark he would

qft 22 relay the feelings of Neal and mark to me at various times.



1 In fact, it was Bill Jacobs that had told me a

2 number of weeks before to prepare my resume and start looking

3 for a job -- that my time there was very short. He didn't

4 know how long, but he knew that my time was being short --

5 that Mark and Neal had conveyed to him that it was time for

6 me to go.

7 Q When did Mr. Jacobs start working at Ruff-PAC?

8 A Bill was hired in the tail-end of November of '84,

i)9 probably about November 27th or something of that nature.

S 10 Did you ask Ruff-PAC to give you any reference when

11 yo plied for subsequent employment?

-12 A No. At the time that I was terminated,, Bill told
LO)

13 me that if I needed a reference he would give me a very good

14 reference, and he did. He commwunicated to me that he would

151
give the best reference that anyone could give.

16 As I interviewed with prospective employers, Bill

17 did give an excellent reference, however, initially, the

18 references were supposed to be given by Neal Blair, and over

19 a period of a month or so,, Neal Blair started deciding that

20 he didn't want to give the reference and he told Bill Jacobs

21 to handle it.

it221 1 know that because Bill Jacobs also told me that



I at the time -- over the period of a month that I was

2 unemployed.

3 Q Approximately that month of March, 1985?

4 A Right.

5 Q Do you have any axe to grind against Ruff-PAC?

6 A What do you mean by "axe to grind?"

7 Q Do you have feelings of hostility or anger towards

8 Ruff-PAC or any person at Ruff-PAC?

9 A I guess I do share a little bit of resentment in the

10 fact that I was terminated wrongfully, in my opinion..11 However, it is not in my disposition to shout verbal abuses
-12 or to make unfounded charges against anyone, including

13 anybody employed or dealing with Ruff-PAC.

14 So, I guess I do have a feeling of resentment, but

C15 it is not anything more than that. I won't create any

16 falsehoods in order to make somebody look bad. If anybody

17 has ever done anything wrong it is there fault and truth will

18 1be right, no matter who says or brings it out.

19 (Pause.)

20 Just for clarity on my last statement, just to make

21 sure that things are clarified, I don't hold hostilities for

22 Iany person. I am -- because I was terminated in the fashion



1 that I was, and not given the opportunity to respond, I am

2 looking for the opportunity to be able to have everything put

3 out in front and let somebody else, a third party, somebody

4 impartial be able to decide for themselves what transpired.

5 It is my objective in talking with anybody is to

6 make sure that the record is clear and that everybody is

7 given the opportunity of talking about their own positions.

I am not looking for vengence, and I don't care a

9 grudge or a vendetta against anybody, but I do want to make

10 sure that the record is correct.

*1 1 Is it accurate to say that you want to set the

- 12 record straight with regard to your firing, or would it be

13 more accurate to say that you want to put the record straight

Nr 14 with regard to all the transactions that were happening

O 15 during the course of your employment, or are both the case?

16 A Basically, both, because they are one and the same.

17 The reason why, in my own opinion, the reason why I was

18 terminated was because of my disagreement with some of the

19 transactions there. I held that as a disagreement. I made

20 a judgment call based upon my professional education. That

21 judgment call, I then proceded to announce it to whoever would

* 22 listen to me, and because I announced it, I, in my opinion,
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1 was terminated.

2 What they -- In my opinion, they terminated me to

3 shut me up, so that I would stop talking to the people that

4 I was talking to. Therefore, in my opinion, they were

5 trying to hid the truth.

6 I wanted somebody to know what is being hidden -

7 that is, the things that I was personally involved in -- and

8 then let them make up their own mind. I disagreed with

9 trying to hide anything.

10 What actions have you taken to accomplish the ends

* 11 you just described?

-12 A There were other employees involved at Free the
If)

13 Eagle and at Ruff-PAC. They, themselves, were involved in

Nr 14 some of the transactions, either knowingly or unknowingly,

C 15 and only they would be able to answer that, but they were

16 involved.

17 After I was terminated, I still have friends that

18 worked at Free the Eagle and I wanted them to be aware of

19 what was taking place, and so I had telephone conversations

28 with them. In fact, after I was terminated, Ra Broaddus,

21 who has become a very good friend of mine, was asked to do

22 an in-house, internal review of the records and Ra and I

I



1communicated back and forth on telephone several times about

2 what he was finding and the interpretation of what he was

3 looking at.

4 Dave O'Mara and I, for example, talked and Dave was

5 terminated there at Ruff-PAC as well, after I was, but lie

6 was terminated and so, I met and talked with him and he told

7 me of some of the transactions he was involved in. I informed

8 him that what he did was illegal, and asked him if he wouldn't

9 document what he had done and put that in writing.

10 That particular letter he wrote after a period of

11 time. We had talked about it on a number of occasions and

12 then he finally wrote it, and then I carried it up here to

13 the FEC and also put a little note on there, because I wasn't

14 personally involved in the transaction that Dave O'M~ara had

15 been involved in, but that I had known of other transactions,

16 and I didn't know how to communicate that to anybody and so

17 1 put a little note with Dave O'Mara's letter and said, if

18 anybody has any questions, they could feel free to call me.

19 Q when you speak of this "transaction" involving

20 David O'Mara, are you referring to a loan he made to Ruff-PAC

21 with the proceeds of a loan he had received from American

22 Heritage Centre?



1A Yes, sir. That is the transaction.

2 Q Did you take any other actions to accomplish the

3 ends you spoke of a few minutes ago?

4 A I talked with a number of individuals, at various

5 time. I was involved -- I was a party in a lawsuit. I was

6 a plaintiff in a lawsuit, along with a number of other

7 individuals. The lawsuit, ultimately, we asked for it

8 to be dismissed, but I had at that time attempted to take

9 legal action to put all of these transactions on file so that

16 anybody involved would be able to review it.

*11 Q Is that lawsuit the one that was filed in Alexandriag

- 12, the Federal Court?
to'

13 A Yes, sir. That is the lawsuit.

14 j0 Will you please explain why you have withdrawn the

0 15 lawsuit?

16 A Yes, sir. The lawsuit was initially filed that the

17 attorney that drew it up was John Houston. John was also

18 a plaintiff in the lawsuit. We filed it in April of '87, I

1L9 It believe. I think that is the correct month.

20 John is a good attorney, but the lawsuit itself

21. was a RICO lawsuit and John had never filed a lawsuit like

lift 22 that before, and he tried his best.



1 Free the Eagle and Ruff-PAC have very good attorneysi

2 and spent lots of money in their attempt to deny the RICO

3 charges, and so the judge agreed with their attorney that it

4 had not been filed correctly. We asked for an extension of

5 time to amend the lawsuit. We amended it, filed it with the

6 court again. Again, Ruff-PAC's attorneys said that it had

7 not been filed correctly.

8 The judge told us that we would have another chance,,

9he would give us another 30 days to amend it one more time.

16 We then took those 30 days, filed the second amendment and

* 11 then Ruff-PAC's attorneys also, again, claimed that it had

12 not been filed correctly.
In)

ro13 John Houston at that time gathered all of the

3.4 plaintiffs together -- See, the words that the judge stated

15 was that if we did not file it correctly one more time, and

16 this time he would only give us ten days, and if we didn't

17 file it correctly that he would dismiss the lawsuit with

18 prejudice.

19 Not being an attorney, we turned to John and said,

26 "John, what does 'with prejudice' mean?" John tells us that

21 "with prejudice" means that all of the plaintiffs on that

____ 22 lawsuit would never have the right to file any claim against



1 Ruff-PAC again, if we were dismissed with prejudice.

2 With that, John advised us, and we followed his

3 advice and asked the court to dismiss it without prejudice,

4 so that at a future time, each individual plaintiff could

5 file on an individual basis or collectively, again, the

6 lawsuit with our own attorney's and this time, hopefully, it

7 would be filed correctly.

8 As of right now, as of today, none of the plaintiffs

9 that I am aware of has made any action to file a lawsuit, so

iS we have asked it just to be dismissed without prejudice.

* 11 Q Do you know why none of the plaintiffs have filed

-12 a lawsuit subsequently?

13 1A No. sir. I have not talked with any one of them.

14 I would only be able why I haven't.

C, 15 Q Why is that?

16 A That is because I don't have the money that it

17 would cost to hire an attorney just to file a RICO lawsuit.

18 There are so many transactions that were mentioned in that

19 RICO lawsuit that it would take an individual a long time to

20 know and understand and digest what has transpired there.

21 When you take time and you apply that to the legal

22 profession, you are talking about a lot of money, and I



just don't have that kind of money.

2 Q You have mentioned, so far, certain actions you have

3 engaged in to help rectify and to clarify the record about

4 what happened at Ruff-PAC. You mentioned you helped Ra

5 Broaddus do an audit. You mentioned you helped David O'Mara

6 write a letter to the FEC, and you have mentioned this

7 RICO lawsuit.

8 Are there any other activities that you engaged in

9 to help clarify the record?

l0 A I have written letters to individuals. Ruff-PAC andL0

1 I Free the Eagle had an audit that was performed in early-1987.

- 12 I was notified of who that audit firm was. I wrote them a
to

13 letter telling them that I was familiar with the organizationsl

1T 14 that they were auditing, that I had information that they

15 needed to know about in order to conduct an audit, and that

16 if they were willing that they could contact me and ask me

17 for that information. I never heard from them.

18 I have also written letters to individuals,

19 political affiliates that I am familiar with. Free the

20 Eagle's offices are in Fairfax County, Virginia, so I wrote

21 a letter to -- I am trying to think of a name right now, but

____ 22 she is my -- she is the Springfield District Supervisor on



I the Fairfax County Board of Supervisors, Elaine McConnell.

2 1 informed Elaine McConnell of some of the

3 transactions involving Free the Eagle, and she wrote a

4 response back to me informing me that she had turned it over

5 to another agency and that I should hear from them. I have

6 not heard from them.

7 1 have communicated with the Fairfax County Police

8 Department on some of the transactions that have been involved

9 there. The Fairfax County Police Department took some notes,,

10 but as of today have not notified me whether or not they have

11 taken any action. They may have, I just am not aware of it.

-12 1 have also written a letter to my Virginia State
LO

13 Senator, right now I can't remember what his name is, but

14 basically it was the same letter that I had written to

C 15 Elaine McConnell, informing him of some of the transactions.

n16 He, in turn, wrote a letter back to me saying that he had

17 turned it over to another agency, and that I should be hearing

18 from them and I have not, as of yet, heard from them.

19 1 have been in communication with another Federal

20 agency in regards to an investigation they are doing of

21 Neal Blair. They are not aware of Ruff-PAC's involvement.

22 Their investigation is of Neal Blair, himself.
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BY MR. RAICH:

Are you familiar with Exhibit Four?

Yes, sir. I am.

Did you receive any income during that year other

reflected on Exhibit Four?

I did receive other income. Not to me personally,

'C)
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Q What is that other Federal agency?

A It is the Internal Revenue Service.

Q Anything else that you have done?

A I was asked to speak with different news agencies.

They called me on the telephone. Different newspaper entities

as well as TV news people called and asked for an interview

to receive my side of the story. So. I did talk with them

about it.

other than that, I don't think I have done anything

other than that.

Q I hand you what has been marked Exhibit Four.

Exhibit Four is your W-2 Form for 1984,, and two Form 1099s

for Goode Accounting Services for 1984.

(The documents referred to were

marked Government Exhibit Number

Four, for identification.)
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1 but to my accounting company from other organizations that

2 Goode Accounting Services provided in preparing tax returns,

3 so on and so forth. But, these are the only entities that

4 gave me 1099s and a W-2, during 1984.

5 Q Was any of the money that Goode Accounting Services

6 received from other entities from organizations connected with

7 Ruff-PAC?

8 A It depends on what you mean connected with Ruff-PAC.

'09 1There were other organizations that were involved with Free

0 the Eagle and Ruff-PAC, the same employees did work for them

as well, American Heritage Centre,, American Afghan Education

12 Fund, Federation for American Afghan Action, and Financial
IfO

13 Publishers of America are the entities that specifically I

I~r14 did work for and that they also had paid me money during 1984

C, 15 to Goode Accounting Services.

16Q Do you recall approximately the amount of money

17 those other organizations paid you?

18 A All of those organizations all combined, I would

19 actually have to look at my tax return to be able to make that

20 determination, but a very close estimate would be about

21 $3,000 all total from all of those organizations.

22 Q Do you know approximately how much time you worked
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for each organization in 1984?

A I was hired initially to work for Free the Eagle,

and at the time that I was hired, a concept that they wanted

to use to be an umbrella organization was called the American

Heritage Centre. At the time that I was hired, the American

Heritage Centre was more or less just a concept, but its

intent was to be an umbrella organization where all of the

accounting work that was to be done, or all of the work that

would be done for any organization would be done through

American Heritage Centre, and then American Heritage Centre

would bill back each one of the different organizations for the

time and the money.

That concept never got off the ground. They never

worked it that way. So, I did work individually for Ruff-PAC,

Free the Eagle, and so on and so forth.

During 1984, which was a Presidential and Federal

election year, Ruff-PAC had the majority of the time in my

personal involvement. I devoted more of my time to Ruff-PAC

than I did to any one of the other organizations, and I sat

down a couple of days ago and gave a conservative estimate

that I think this is what I came up with. I did approximately

46 percent of my time for Ruff-PAC, approximately 25 percent

tn
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1 of my time was devoted to Free the Eagle and another 25 percentl

2 1of my time was devoted to American Heritage Centre and then

3 the other miscellaneous organizations -- Ruff-PAC State Fund,

4 AAEFD FAAA, FPA and Ruff Foundation -- would take up the

5 remaining part of the 4 percent or 5 percent of my time.

6 Q Would you please give the full names of each of

7 those other organizations?

8A Sure. Ruff Political Action Committee State Fund,

CO9 American Afghan Education Fund, Federation for American Afghanj

1n Action, Financial Publishers of America, and Ruff Foundation.

* 11Q It is your estimate that those five organizations

-12 occupied approximately 4 percent of your time in 1984; is that

13 correct?

14 A Yes, sir.

C15 0 You say that this was a conservative estimate.

16 What did you mean by that?

17 A I put some thought into coming up with those

18 figures. I didn't just pull them off the top of my head. I

19 tried to analyze, given it has been three years or so since

20 1 I worked there, but I tried to analyze why I would have spent

21 mytime there. Ruff-PAC was involved in Federal campaigns

22 and had to file monthly FEC reports, but Free the Eagle took



1 a back seat during 1984, because the majority of the mailing

2 that went out went out to Ruff-PAC's names. It was a politicall

3 election year, and so Ruff-PAC took the forefront on

4 everybody's mind and on everybody's employment schedule

5 because of the amount of volume that went through.

6 For example, Ruff-PAC filed monthly reports that

7 would have been 12, but Free the Eagle was only required to

8 report quarterly to the House and the Senate on their lobby

9 reports. Just on the number of reports themselves, I filed

four times as many reports to the FEC than I filed to the --.1 or is it three times? I guess it is three times the amount

- 12 of reports that I filed to the lobbying end of Free the Eagle.
to

13 During January of '84, American Heritage Centre was

14 set up as a partnership, but really didn't have any

S 15 transactions until about May or June of '84, when American

16 Heritage Centre finally did their first mailing.

17 So, Free the Eagle and American Heritage Centre were

18 interchangable at the time, and so I am estimating that I

19 put in the same amount of time for both entities.

20 Free the Eagle had a contract with the Viguerie

21 Company, and we had a direct mailhouse that stuffed our

*22 envelopes and mailed the solicitations, but American Heritage



I Centre did not, so as the funds came in for American Heritage

2 Centre, we had our own in-house caging operation, which means

3 - we made our own deposits and did our own letters and stuff

4 like that,, so the amount of our time for American Heritage

5 Centre would have been equivalent or more than the amount of

6 time that we did f or Free the Eagle.

7 Q In any case, when you said that this was a

8 conservative estimate, did you mean that the 46 percent of the

9 time that you spent for Ruff-PAC may actually have been more

is than 46 percent?
LO)S1 A Yes, sir. Yes, sir.

O12 I do not believe that my time spent for Ruff-PAC

11)13 was any less than 46 percent, but it definitely could have

14 1 been more. Unfortunately, I was not required to, nor was

015 anyone else working there required to file time sheets to be

16 lab le to document the amount of time we put on any one of those

17 organizations, but to the best of my recollection, I spent

18 at least 46 percent of my time doing Ruff-PAC work.

19 Q Nevertheless, I see that from Exhibit Four, you

20 received only $3,250 from Ruff-PAC. Is that correct?

21 A Yes, sir.

22Q You received $24,580 from Free the Eagle; is that
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1 also correct?

2 A Yes, sir.

3 Q However, for Free the Eagle you did considerably

4 less work than Ruff-PAC; is that correct?

5 A Yes, sir.

6Q You mentioned just a minute ago that no one at

7 Ruff-PAC or Free the Eagle filled out time sheets in 1984;

8 is that right?

-9 A No one to my knowledge. It was my responsibility

is to handle payroll, so if time sheets were ever kept and if we

*11 were ever to be paid according to the amount of time that

-12 we spent on each organization, logically,, you would expect

13 the payroll person to have knowledge of those documents.

14 1 was the payroll person during 1984,. and I never

15 received any of those documents. So, to my knowledge, there

16 was never any documents kept, or at least I never received

17 them. I was never asked for any documents, nor were any one of~

18 the employees I responsible for ever asked for documents on

19 their amount of time.

20 one of the other things I would like to explain

21 about why Free the Eagle gave me so much money. Free the

*22 Eagle, when I hired onboard in 1983, I was told that my salary
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1 would be $24,000. 1 was told that Free the Eagle would pay

2 t my salary, but that I would be doing work for the other

3 corporations. It was not until March or April of '84 that I

4 received a pay increase. Initially, Free the Eagle was going

5 to pay that increase, but I conversed with Neal Blair and

6 Mark Stoddard and informed them that I had an independent

7 accounting company and that, if I could be paid to that

8 company, rather than to me, for tax benefit, I would prefer

CN9 to do it that way. So, they agreed.

1e I also talked to them and asked them if I could

11 be paid through Ruff-PAC rather than Free the Eagle, and they

-12 1 agreed to do that as well.

13 Q What was the reason you asked to be paid through

14 Ruff-PAC rather than Free the Eagle?

C15 A Income tax-wise, it is very difficult to receive a

16 1099 from the same company you are also receiving a W-2 from,

17 you just cannot do that.

18 Ruff-PAC had not been paying me a W-2 income, so

19 income tax-wise, I could justify receiving a 1099 from

20 Ruff-PAC as well as receiving a W-2 from Free the Eagle. That

21 is the reason why I asked to have it done that way.

22 Is that the same reason you received the 1099 from I
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11 American Heritage Centre also?

2 11A Yes, sir.

3 Q As well as from five other organizations?

4 A Correct. I am not the only individual that did it

5 that way. There were a number of other individuals that

6 received pay that way. Mark Stoddard being one of them.

7 He had a consultant arrangement with Ruff-PAC and

8 with Ruff Foundation, and so he was paid a 1099 from those

9 organizations, but received a W-2 from Free the Eagle.

19 Q Is it accurate to say that if you had not been

* given a pay increase during 1984, you would not have received

-12 any income from Ruff-PAC?
U) 13 A That is correct. Ruff-PAC would not have paid me

14 at all.

C15 Q If Free the Eagle had been reimbursed by Ruff-PAC

16 for the services you rendered to Ruff-PAC, would you have

17 known about that?

18 A Yes, sir. All of the financial dealings for any one

19 of the organizations I have named I was responsible for and

20 my signature was on the checking accounts and virtually all of

21 the disbursements that went from organization to organization

22 I was responsible for and would have knowledge of.
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Either I would have prepared the check, would have

signed the check, or at most I would have input that data on

to the financial statements.

Q Did Ruff-PAC reimburse Free the Eagle for the value

of the services you rendered to Ruff-PAC?

A No,. sir.

Q So far, we have been discussing only your salary and

your time spent working for these various entities. I would

now like to talk about other employees who worked for Ruff-PAC

and Free the Eagle.

Do you know whether other employees were also paid

by an entity other than Ruff-PAC for work they performed for

Ruff-'PAC?

A Yes,, sir.

I can tell you specifically on one given instance.

Patty Shea, who worked for Free the Eagle and received only

income from Free the Eagle, did Ruff-PAC work. There was a

specific transaction that I can recall. It dealt with the

approval of an invoice that she was involved in. It was work

that she had put together in putting T-shirts together that

were dealing with the Jesse Helms campaign.

I don't remember the name of the company that she



.1 dealt with, but the way I know about the dealing and the

2 transaction is the fact that an invoice for those T-shirts

3 came across my desk, and Patty Shea was the one that had

4 approved that invoice, and it was dealing with a political

5 issue -- with the reelection of Jesse Helms -- but Patty Shea

6 had written on the invoice "approval for Free the Eagle to

7 py9

8 Patty Shea was doing work for Ruff-PAC, but no one

If)9 had ever communicated to her that there was a difference

10 between Free the Eagle and Ruff-PAC, and so she had naturally

lland normally assumed that Free the Eagle could pay the invoice,4

12I took the invoice up to her and asked her what theI
LO13 invoice was for. She then told me2 it for the T-shirts

14 dealing with Jesse Helms campaign. I said, "Free the Eagle

C>15 can't pay that," and she said, "Oh, that's right," and she

16 scratched out Free the Eagle and put Ruff-PAC on the invoice.I

17 I then took the invoice down to my office and set

18 it on my desk, meaning to talk with Neal Blair about the

19 invoice and about how it needed to be handled. Later on,

20 either that day or later on that week, I talked with Neal

21 about the handling of that given invoice, and things

22 transpired, but just the fact that I had communicated with I
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Patty SheaTabout her dealings with Ruff-PAC, and she was

2 under the impression that it was a Free the Eagle expense.

3 Thereare other employees there that I communicated

4 with. Dave O'Mara was doing writing for fundraisers for

5 different organizations, Ruff-PAC being one of them. Mark

6 Stoddard was paid to do fundraising for PAC and Eagle, and so

7 1 communicated with him.

8 Free the Eagle has a newsletter that goes out

9~ monthly, or bimonthly, and in it Mark Stoddard would refer

10 to the dealings of Ruff-PAC and the involvement that he had

11 there. I have talked with and have dealt with a number of

-12 issues, Ruff-PAC issues with other employees.

13 Q How does Patty Shea spell her name?

14 A Her real name is Patricia, and her last name is

15 Shea, S-h-e-a.

.160 Do you remember whom this invoice was from?

17 A No, sir. I do not remember the name of the

18 1 company that invoiced us. I do remember the transaction

19 that was involved with that invoice, however.

20 Q Did that invoice involve approximately $2,500 or

21 $3,000?

rit22 A It was more than $2,000. I don't remember the
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1 exact dollar amount off the top of my head.

2 Q In general, is it your understanding that many

3 employees of Ruff-PAC were paid with funds from another

4 organization?

5 A Yes, sir. As we spoke earlier about the reason why

6 1 was terminated, some of the transactions that were involved

7 there that I disagreed with was this very reason right here.

8 1 disagreed with the fact that the employees were

N 9 being paid using Free the Eagle funds, when they were not

16 providing a service to Free the Eagle. So, I am aware of that

*11 being the case and disagreed with it, verbally.

-12 Q were the employees typically paid with the Free the

Lr 3 Eagle funds?

14 fA Yes, sir.

C'15 Q And other organizations' funds?

16 A Yes, sir.

17 It usually was Free the Eagle funds that were used

18 to pay all of the employees there.

19 IQ Are you aware of this because of your work as the

20 accountant for these organizations?

21 A Yes, sir. I prepared everyone's paychecks.

22 Q Were you also familiar with the work each person was
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S1 doing?

2 A I was familiar in a general way. I was not involved

3 in their specific responsibilities, they weren't my employees

4 to monitor. But, I do know their titles and I saw the results

5 of some of the work that they were responsible for doing.

6 Q In general, about how many employees are we talking

7 about?

8 A At various time, there were as many as 20, maybe 25

9 employees, all total, for the different entities. Some

10 employees were paid for and worked specifically for those

11 other entities.

-12 For example, Andrew Eiva and Mathew Arelcar were

LO
n13 employees of American Afghan Education Fund and Federation

14 for Amrican Afghan Action. They even had their own separate

15 office.

16 But, there were employees, maybe 10 or 11 that I

17 could name that did work for Free the Eagle and Ruff-PAC,

18 specifically, that is where they dealt with the majority of

19 their time.

20 Q In other words, there are about 10 or 11 employees

21 who spent a majority of their time working for Ruff-PAC, but

22 they were paid by Free the Eagle; is that correct?
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1A If their amount of time was spent in the same

2 amount of time that I did -- in otherwords, I was not

3 Imonitoring what they were doing, that wasn't my responsibility
4 -- if we use my estimate of where I spent my time, which was

5 the majority of the work for Ruff-PAC, then they would have

6 spent the majority of their time with Ruff-PAC. However,

7 their paychecks came from Free the Eagle. That I know for a

8 fact.

9 Q You know that their paychecks did not come from

10 Ruff-PAC?

11A Yes, sir.

- 12 0 No portion of their paychecks came from Ruff-PAC?
If,

13 A There were two employees that received a W-2 from

q 14 Ruff-PAC. Susan Petersen was one of them, and Neal Blair was

C'. 15 the other one. They were employees of Ruff-PAC. So, I gave

16 them W-2s from Ruff-PAC.

17 But, other than that, no one else, to my

18 recollection received W-2s.

19 Q You mentioned that you were using the estimate

20 of your own work percentages.

21 Can you tell me why that would still be valid for

q ft22 other employees of Ruff-PAC?



1 A In the accounting profession, accountants -- one

2 iof the ways to look at what an accountant does is he records

3 history, but he records it in a financial manner. There,

4 dealing with a given invoice, an invoice would not be

5 approved for payment for a particular company unless there

6 was a reason for that invoice or that expense to have been

7 incurred.

8 The accounting departments, typically, do not

9 1incur debt themselves,, they are the ones that pay the debt

10 that are incurred by other companies and other individuals.

11 So, the amount of volume that I did,, myself,, in the accounting

-12 1department was only a small portion of what actually was
U")

13 happening company-wide. All I saw was just the number of

14 invoices that were approved.

15Q Is it accurate to say that you assuming there is

16 a correlation between the amount of work that you did for a

17 given company, and the amount that other employees also did

18 for that company?

19 A Yes, sir, definitely. I also held conversations

20 with different individuals, different employees about the

21 transactions, so I not only correlate because of the work

22 that I was doing, but the work that I was doing affected -- orl
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1 the work they were doing was affecting the work that I was

2 doing. So, I had correspondence about that given work with

3 them.

4 Again, the amount of time that I was putting in

5 had to go along with the amount of time that they were putting

6 in because they were sitting right next to me when we held the

7 conversation.

8 Q You mentioned that only two employees received

9 W-2s from Ruff-PAC.

18Would any employee of Ruff-PAC have received

S 1 compensation from Ruff-PAC, but not have received a W-2?

-12 A Would you rephrase that one more time? I think I
Lr1

13 understand, but I am not sure.

14 Q You mentioned a few minutes ago that only two

C15 employees of Ruff-PAC received W-2s from Ruff-PAC. You

16 mentioned that was Susan Petersen and Neal Blair.

17 Did any employee of Ruff-PAC receive compensation

18 from Ruff-PAC, though that employee did not receive a W-2

19 from Ruff-PAC?

20 A Without getting into semantics of worrying what a

21 definition of what an employee is, versus an individual who

rf- 22 is doing work for a given company; and there obviously is a



differnce between an employee and a consultant to a given

2 company. But, Ruff-PAC paid Susan Petersen and Neal Blair

3 money on a W-2. I, myself doing work for Ruff-PAC, received

4 a 1099. Mark Stoddard did work for Ruff-PAC and received a

5 1099.

6 To my knowledge, those are the only individuals that

7 were ever paid for the work that they individually did. There

were other companies that received reimbursement for their

C'4 9 consultant fees, but individuals, on an individual basis,

9 i0 those are the only ones that, to my recollection, ever received

any money for the work that they did for Ruff-PAC, either

12 employee or consultant.
tn 13 Q In other words, just four employees; correct?
r14

14 A Yes, sir.

C 15 Q However, just to wrap up, you say approximately 10

or 11 employees worked a majority of their time for Ruff-PAC?

17 A Yes, sir.

18 MR. RAICH: I would like to have this document

19 marked as Exhibit A.

20 (The document referred to was

21 marked Government Exhibit A, for

2 2 identification.)
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BY MR. RAICH:

Q I hand you what has been marked as Exhibit A.

Do you recognize Exhibit A?

A Yes, sir. It is written in my own handwriting.

Q If you will turn, please, to page four of Exhibit

A, there is a list of 11 employees there.

Did all 11 of those employees perform work for

Ruff-PAC?

A At various times, they would have been involved in

Ruff-PAC transactions. Neal Blair was the President of Free

the Eagle and also the President of Ruff-PAC. Neal Blair

received a W-2 from Ruff-PAC.

Mark Stoddard was the Vice President of Free the

Eagle and was on a consultant basis doing work for Ruff-PAC.

I was an employee of Free the Eagle and did consultant work

for Ruff-PAC. Dave O'Mara was hired to do fundraising for

Free the Eagle and he also was involved talking with Mark

Stoddard about different techniques in how to raise funds for

Ruff-PAC.

Susan Petersen was an employee of Ruff-PAC and Free

the Eagle, and the majority of her time was spent in working

with political campaigns. David Curran,, at the time that

If)
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1 this was written, was an accountant hired to do work for

2 me, and he helped prepare financial statements for Free the

3 Eagle and Ruff-PAC.

4 Maria Cohilas was the secretary to Neal Blair, and

5 because of Neal Blair's involvement with Ruff-PAC, Maria

6 obviously did work for Ruff-PAC as well.

7 Patty Shea was the office manager out in the

8 Fairfax office, and because of her involvement with both

9 organizations -- or in that organization, she was involved in

LO 6 a lot of transactions for both Ruff-PAC and Free the Eagle.

11t Ann Best worked for Mark Stoddard in doing the

12 typing of the fundraising letters and stuff like that, that

13 went out for all of the organizations involved, including

14 Ruff-PAC.

C 15 Dan Soulia was an intern and then he was later

16 hired by Free the Eagle. He worked in the D.C. office, and

17 during 1984, Dan Soulia was Susan Petersen's right hand man

18 in dealing with all of the transactions.

19 Pam Ruff was the daughter -- or is the daughter of

20 Howard Ruff, and she worked mainly for Free the Eagle, but

21 she was involved in some of the transactions with Ruff-PAC.

rjt 22 Q How many of the 11 employees that you have just



1 named and received compensation from Ruff-PAC for the work that

2 they did for Ruf f-PAC?

3 A There is only four individuals that I am aware of

4 that received any type of payment for their work. That was

5 Neal Blair,, Mark Stoddard, myself, and Susan Petersen.

6 Q The amount of payment they received is accurately

7 reflected in the column headed "R-PAC" on page four of Exhibit

8 A; is that correct?

9 A Yes, sir. That is their monthly payroll.

10) Q Why did you prepare Exhibit A?

* 11 A Part of my responsibilities was to prepare an agenda

-12 for the board meetings, and this document was an agenda of

13 sorts.

14 1 listed down 15 or 16 different items that I knew

C15 about that needed to be discussed at a given board meeting.

16 This particular board meeting involved -- it was a meeting that

17 was to take place on July 17th of 1984.

18 Along with this, I was asked to prepare a summary of

19 the amounts of money that was paid to each one of the employees

20 of these organizations.

21 Q Does the list on page four of Exhibit A reflect

22 payroll employees received for the month of June, 1984?
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A It is not necessarily the payroll that they received,

but as of July 1, that was what was communicated to me as their

Imonthly payment, so I would have prepared a check, for example,

Mark Stoddard for Free the Eagle would have gotten a gross

paycheck for $4,000 from Free the Eagle.

Q And he would have gotten that check in July of 1984;

is that correct?

A Yes, sir.

Again, now, Free the Eagle had a bimonthly payment

ipayroll, so we got paid twice a month, so Mark Stoddard would

have received two different paychecks for $2,000 each, gross

,payroll, and then you net out FICA and Fed and State withholdings

But, Ruff-PAC on Mark Stoddard, Mark will only

receive one check per month from Ruff-PAC and that was for

$500.

Q He would also receive a check from Free the Eagle and

from Ruff Foundation?

A Correct.

Q At least, he was scheduled to receive such checks as

of the first of July, 1984?

A Yes, sir. Correct.

Q These 11 employees listed on page four of Exhibit A,
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are they the same 10 or 11 employees you discussed a few

minutes ago, as the employees that worked the majority of

their time for Ruff-PAC?

A Yes, sir.

Q Would you have known if any reimbursement was made

by Ruff-PAC to Free the Eagle for the time that these 11

employees worked for it?

A Yes, sir. At the time that I was employed there, and

that I was making the transactions, I would have known if there

were any reimbursements from Ruff-PAC to Free the Eagle.

Q Were there any?

A To the best of my recollection, I am not aware of

any reimbursements for employee time that were made.

Q Were you just referring to the period during July of

1984, or were you referring to your entire experience working

there?

A My entire time that I was employed at Free the Eagle

and Ruff-PAC, I did not reimburse Free the Eagle for employee

time at all. In the 15 months I was there, I never reimbursed

Free the Eagle at all for the amount of time that Ruff-PAC

occupied for its employees.

MR. RAICH: We will take a five minute break now.

(A brief recess was taken.)
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MR. RAICH: Back on the record.

BY MR. RAICH:

Q Would it be accurate to say that employees of

Ruff-PAC and Free the Eagle never made much of a

differentiation between the organizations, in their minds?

A I know they didn't. It didn't matter to them which

organization they did work for. They were hired to do a given

task and

ability,

work for

was

enti

so.

Free

the

ties

All

the

so they performed that task to the best of their

but it didn't matter to them who they were doing the

as long as they received their paychecks.

That was another one of my biggest complaints there

fact that I was being held responsible for keeping the

separate, but I was not receiving any help in doing

the employees approved -- their paychecks came from

Eagle, so they approved payments for Free the Eagle

8
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to pay that was an actually expense for Ruff-PAC, American

Heritage Centre, or some other company.

My biggest complaint was that Free the Eagle was

being held responsible for paying invoices that actually

belonged to somebody else. So,, I felt that the contributors

to Free the Eagle were being cheated. I voiced that opinion

several times.
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1 Q I show you what has been marked as Exhibit Five.

2! (The document referred to was

3 marked Government Exhibit Number

4 Five, for identification.)

5 BY MR. RAICH:

6 Q Exhibit Five is a letter written to the FEC by the

7 treasurer of Ruff-PAC after you had already left the

8 organization, however, it is written on Free the Eagle

9 letterhead.

10 A Yes, sir.

1.1 Q Do you know if such activities were commonplace at

12 Ruff-PAC?

13 A Yes, sir. Internally there are a number of
r14

14 transactions that take place on letterhead or office supplies,

C15 or postage machines, or whatever, for the varying organizations.j

16 I am very surprised that this official document

17 went out without somebody catching it, because I always would

1.8 make sure the initial draft of a memo or a letter would be

19 done on any type of letterhead, but I would always specify,

20 up at the top, that it was Free the Eagle letterhead, or

21. something, so anything that went out officially from me~ for

22 any one of the organizations, I always tried to make sure thatI

i
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1 it came from that given orqanization, but internally no one

2 cares.

3' There isn't any way of analyzing what the cost ratio

4 is from one organization to another. There is no separation at

5 all between the organizations.

6 Q The cost of a sheet of stationary is probably only

7 several cents or something like that.

8 A Correct.

0
Q The point is not really the cost of any particular

10 letter that may have gone out on Free the Eagle stationary

S11 for Ruff-PAC, but that activities of this sort happened in

12 various ways with the employees; is that correct?

13 A Yes, sir. The principle of the idea was my biggest

14 complaint and I wrote that in a letter to Howard Ruff sometime

C15 after my termination, trying to get that point across to him.

16 Again, while I was employed there, I tried to

17 communicate that to Neal and mark that there was a callous

18 disregard for the principle idea here of keeping each

19 organization separate, no one cared. Maybe they were worried

20 about the cost in dollars and cents, and it would be more

21 cost prohibitive to try and worry about it, more difficult to

22 create a timesheet, more difficult and more expensive to have
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1 separate offices with separate secretaries, with separate

2 presidents.

3 That is the intent of the law, to keep them all

4 separate, and that was my reason for complaining, is the fact

5 that no one else cared but me about keeping them separate.

6 Q When you say keeping them separate, are you referring

7 to the finances of the organizations, who was paying for what?

8 1A Basically, that is what I am talking about, is the

9 financial realm of it, but even the dealings that Mark Stoddard

1A or Neal Blair would have -- to give you an example, American

11 Heritage Centre was a corporation, a for-profit corporation,

-12 formed by Mark Stoddard and Neal Blair to make money, yet the
LO

13 owners of the stock were Mark Stoddard and his wife, Neal Blair

14 and his wife. No one else owned any stock.

C15 The stockholders of the corporation never paid in a

16 dime to form the corporation. The funds that were used to pay

17 for the legal costs incurred were Free the Eagle's money. It 1

18 was Free the Eagle's attorney that incorporated them. It was

19 Free the Eagle's money that paid for the stationary that they

20 bought. It was Free the Eagle's employees that typed the

21 stationary, and so on and so forth.

* 22 In other words, Mark Stoddard and Neal Blair were



,1 making money, putting it in their own pocket, but they were

2 using Free the Eagle funds to do that. They didn't care.

3 It didn't matter to them. It didn't bother them at all that

4 that was the case.

5 I complained very, very vocally about that and,

6 iultimately, one of the employees that was hired by me, David

7 Curran, one of our accountants left because of that very

8 reason. He saw the abuse going on and he did not want to be

9 associated with it.

LO 10 Q With regard to other administrative costs such as

0 11 office space, was an effort made to reimburse Free the Eagle

-12 for whatever rent it might have paid on behalf of Ruff-PAC?
ItO

13 A Sporadically there was, but that reconciliation was
nv'

14 done on my behalf and not on anyone elses. Free the Eagle for

C15 the most part paid all of the expenses, mainly because it

16 happened to have the majority of the money -- of the funds.
CN

17 So. it would pay rent and utilities.

18 In fact, when they moved into their current offices

19 there on Waples Mill Road, there was a deposit required for the

20 hooking up of the utilities, and utilities were incurred in

21 the name of Free the Eagle, and the deposit was paid by Free

-jft 22 the Eagle.



1 Ruff-PAC's work was being done in the same offices,

2 right there, but Ruff-PAC did not have any set organization or

3 set way of doing things, and anytime I tried to create a

4 method of accounting for it, I was told that that was too

5 cumbersome or I didn't want to -- this was coming from Stoddard

6 or Blair -- that it was too cumbersome of an idea, or this or

7 that or the other.

8 So, no method was ever created, and so I out of my

9 own mind tried to keep some sort of resemblance and so,

10 periodically, I would issue a check from Ruff-PAC to Free the

11 Eagle, or from one of the other organizations to Free the

12 Eagle to reimburse.

13 I probably did some calculations and I probably put

14 it on paper, but I don't remember doing that. All I remember

C 15 is having looked through the documents that I did do that

16 reimbursement.

17 Q What items were being reimbursed?

18 A I would reimburse for rent, basically. I didn't have

19 any other way of ascertaining how much money was spent for

20 telephones or for utilities, so basically, I would do it for

21 rent, and I would do it based upon the square footage used by

22 each one of the individuals, and then guesstimate how much time

7 _r TvWwr'", - -- _rF.., . - If- I - - I 111 ., - 7- -V-, , Mpr-W---- 0", - ., - I , -;' ''j, r I - 111-- . -T_ __ ----
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1 each one of those individuals were spending on Free the Eagle

2 or Ruff-PAC.

3 That would depend upon the time of the year or the

4 time of the month,, because every one of the organizations

5 would be sending out mail pieces, mail solicitations to the

6 public. So, I tried to look at what was taking place.

7 Free the Eagle and Ruff-PAC had a contract for

8 fundraising with the Viguerie Company, Richard Viguerie' s

9 mail house company. Richard Viguerie -- his company would

16 produce what was called "yellow sheets," and they were

11 literally put down on yellow sheets. They would list out who

12 )was mailing, what company was doing the mailing,, Ruff-PAC or I

13 Free the Eagle. They would list the name of the mailing list

1.4 that was being mailed to, and you can go out and rent

15 Prentiss Hall's mailing list or somebody else's. They would

16 tell you the number of letters that went out, the cost of those

17 letters. It would tell you the amount of responses back that

18 you got, within a given pay period, and it would tell you the

19 dollar amount that came back, and so on and so forth.

20 I would review those documents along with other

21 documents and be able to put together what I though Ruff-PAC

*22 was doing and would try and reimburse for rent.
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0 Those yellow sheets that you just referred to, are

2 they still available?

3 A They were sitting on the bookshelf on March 1st, 1984,

4 when I last saw them. Whether or not they currently exist, I

5 do not know. However, I do know that the Viguerie Company,

6 themselves, also kept copies of those yellow mail sheets, and

7 the caging operation that was handling the transactions was --

8 there were two different companies, but they also had copies of

9 those yellow mail sheets.

10 So, if Ruff-PAC or Free the Eagle does not have them

11 j they are obtainable through other means.

12 0 If I understand you properly, these yellow sheets

13 would give us a more accurate idea of the amount of time each

r 14 employee was spending on work for individual organizations at

C1 15 a given time period; is that right?

16 A They would give you a more accurate picture of the

17 amount of work that was being done on behalf of those

18 organizations -- the amount of work being done through the

19 Viguerie Company. This was work that the Viguerie Company did

20 1 it did not deal with the work that was being done in-house.
21 We did not have any way of putting together a yellow

A 22 mail sheet at Free the Eagle or Ruff-PAC, but dealing with the
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1 Viguerie Company, that would show you the amount of volume.

2 Those yellow mail sheets, to give you an example of

3 the difference between a Federal election year and a non-Federal

4 election year, in 1983, the same contracts between Free the

5 Eagle and Ruff-PAC existed with the Viquerie Company, and in

6 1983 there were very little mailings done for Ruff-PAC, but a

7 lot of mailings done for Free the Eagle. But, in 1984, if you

8 take a look at those yellow mail sheets, the bulk of the mail
SO

9 that went out was on behalf of Ruff-PAC and, comparatively

O 10i speaking, very little went out for Free the Eagle.

11 Then, in 1985, if you look and again did that

12 comparison, again, it was a non-election year, and so very
10

13 little work was being done for Ruff-PAC and a lot of work was

14 being done for Free the Eagle.

15 Q If I understand properly, you used these mailings

16 as a partial basis for determining the amount of space each

17 employee was using, the amount of time each employee was using,

18 and used this to calculate the reimbursements Ruff-PAC should

19 make to Free the Eagle for things like utilities and rent; is

20 that correct?

21 A Yes, sir, that is correct on that basis. I also

22 used them for reimbursement.
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I Free the Eagle's mailing list was used by Ruff-PAC.

2 No official communication to me was ever done to inform me that

3 IRuff-PAC was using Free the Eagle's mail list, but when i

4 reviewed those yellow mail sheets, it was obvious to me. Again,

5 because Free the Eagle is a corporation, and it is not allowed

6 to make a corporate contribution to a political action committ~e,

7 1 wanted to make sure that Ruff-PAC would pay Free the Eagle

8 for the use of its mailing list.

9 So, I would review those yellow mail sheets on a

is periodic basis to see the number of names, or the number of

*11 letters that were being sent out. I reimbursed Free the Eagle

12 for the cost of the use of that mailing list at the highest
U')

.13 rate -- the standard highest rate available. Right now, I

14 ican't remember what that rate was,, but -

C 15 So, I reimbursed Free the Eagle for the mailing

16 list rental as well.

to You mentioned that these allocations, which you made

18 tohelp you determine the reimbursements from Ruff-PAC to Free

19 the Eagle were something you took upon yourself to do without

20 anyone telling you to do it?

21 A Yes, sir.

rjt22 Q Do you know if any such reimbursements took place



1 before you started working for Ruff-PAC?

2 A No, sir. I do not.

3 Q You don't know whether they happened or not?

4 A I don't know if they happened or not, and I don't

5 remember seeing any documents to verify that that was the case.

6 rdid not purposely go out and look to see. That was not my

7 intent. It might have happened and just am not aware of it.

8 Q Do you know what Neal Blair's attitude was concerning

co
9 the Federal Election Laws?i i 0 A Yes, sir.

11Q What was that attitude, how would you describe it?

12 A Neal Blair and I held several different conversations

Ln13 Iat various times in dealing with the Federal Election Coimmission

14 In January of '84 was my first action with the Federal Election

C'15 Commnission. Our year-end report was due on January 31 and I

16 was trying to prepare an FEC report and I was using it -- again,
C7\

17 I come from a CPA background -- I was trying to prepare a

18 financial report using accounting terminology and accounting

19 format.

20 The FEC report was very cumbersome and vague to me

21 on what they wanted and why, so I was complaining about this

____ 22 to Neal Blair, and at the time he shared a few insights with me.
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1 0 What were those "insights?"

2 A one of the things that Free the Eagle was heavily

3 involved with in 1983,, and almost won, Free the Eagle was

4 involved in the deregulation -- or against what they called

5 the "big bank bailout" -- they lobbyed very heavily against

6 the U.S. Federal government giving money to the IMF, the

7 International Monetary Fund, and they almost won.

8 It was with that type of a background that Neal Blair:

9 and I were talking and we were talking about eliminating the

10 IMF and then he said to me something to the effect that when.11 we are done -- meaning Free the Eagle -- lobbying against the

-12 IMF, it is our intention to eliminate the FEC.

13 He did not and he communicated it very well to me

14 at that time -- He did not have a high regard for the FEC

15 at all, for any of its purposes.

16 Q How did he comumunicate it to you, which you said

17 he communicated it very well?$

18 A The expressions on his face. Neal Blair has a very

19 unique vocabulary. He can use four-letter words very well,

20 and there were times when he used those four-letter words

21 in talking about individuals as well as organizations, but

22 there were a couple of conversations that I had about the FEC,



59

1 and their filing requirements, and Neal Blair -- one of the

2 complaints I had about the FEC -- not complaints that I had

3 per se, but the lack of knowledge at the time that I had

4 about Federal Election Law, and that was that the FEC would

5 not allow, or could not allow corporate contributions to a

6 political action committee, and so I talked to Neal Blair about

7 that in my surprise, and Neal Blair told me that that is right.

8 That we can't and so the way we go about getting around that

9 requirement is that we make a donation or give an employee a

NO1 bonus and then have that employee write out a check to the

11 political action commaittee.

12 on documents on paper, it does not appear that the
IT-)

13 corporation made a donation to the PAC, but on paper it shows

14 that the individual would have made that donation.

C15 Q What Blair was saying in these couple of conversations

16 was that he knew a method by which he could evade Federal

17 Election Laws; is that correct?

18 A That it was -- that is the way I took it as the

19 intent of the meaning of what he was telling me. He viewed the

20 FEC as a hinderance in doing what he had to do, so he, along

21 with communication with the other individuals, had created a

22 few ways of going around the requirements that they had to do.
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1 one of the other examples he talked to me about in

2 this vein was the fact that the FEC stated that you could only

3 make a given dollar amount contribution to a given campaiqn.

4At the time, I believe, it was $5,000.

5 When Ruff-PAC had an overage on a campaign, Neal Blair,

6 told me there was no problem. That what he would typically do

7 was go out to another political action committee and ask that

8committee if they had made a contribution to this given campaign

9 If the response was no,, he then would ask something

19 is to the nature of "If you had the funds, would you make the

11 contribution to that campaign?" The answer would come back

12 yes, and then a check would be issued from Ruff-PAC to that

13 given campaign and then a check obviously drawn from that

14 campaign to the given committee.

15 Neal Blair communicated that to me as to the way

16 they got around that law of the FEC.

17 Q Just to clarify, when you previously said a check

18 would be issued by Ruff-PAC to a given campaign and from that

19 campaign to the committee, or did you man a check would be

20 issued from Ruff-PAC to another political action committee and

21 a check would be issued from that particular action committee

22 to a candidate's campaign. Is that what you were referring
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1 to ?

2 A Correct.

3 Q You mentioned a particular conversation you had in

4 January 1984 with Neal Blair. Did he use four letter words

5 describing the FEC in that particular conversation?

6 A My memory is vague on him using specific words

7 'describing the FEC, but I do know I have heard Neal Blair, on

8 ia number of occasions, using cuss words to describe transactions

9 or individuals. I know that he did it in regards to the FEC.

~!I know he did it in regards to the Internal Revenue Service.I

11know that he did it with individuals that disagreed with him.

-12 In fact, I held a conversation with him -- again,

13 I don't remember when this one was, but -- Neal Blair was
r^1

14 talking about the use of his language. Neal has three children

C15 that I am aware of; two sons and a daughter. His sons are

16 Eric and Brian. He told me that in the use of his language that

17 e ye n his children are surprised that he does it and have had

18 to make mention to him that he cussed and asked him not to do

19 it.

20 1He told me the name of the son in the given instance,

21 but I can't remember which son asked him not to do that.

Ask 22 1 Q You mentioned, also, a couple of other conversations
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you had with Blair where he told you ways to evade the

requirements of the Federal Election Laws.

Do you recall any other conversations where Blair

told you how he felt about those laws?

A Right now, off the top of my head, I am not aware of

any about how he felt, but I am aware of times when we would

make -- view transactions, financial transactions that were,

in my opinion, a way of evading the FEC laws, and I disagreed

with them, issuing checks to individuals and having them put

the money into a PAC; or there was at one time, and it was

mid or early '84, where we were asked to give a cash contributa

to donate to a political action committee, and then, we were

told that we would be reimbursed later on.

I refused to take part in that transaction, but --

as an individual, I didn't give any money -- I was the one who

issued the reimbursement checks for that transaction.

Q When you mentioned that Blair used four letter words

with regard to the Federal Election Commission and that he

also used such language frequently with regard to other

agencies and persons, was it your understanding that when

Blair described the Federal Election Commission with such

language that it was merely a manner of speech for him that he
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63

1 would use rather lightly; or did he mean to throw contempt

2 Iupon the Federal Election and its laws.

3 A Neal normally is very controlled in his language. He

4 can speak very well. He is a good public speaker. I have

5 listened to him on a number of occasions in speaking to the

6 public, so it is not his normal venacular to use four letter

7 words unless he is very upset with something. Then, his anger

8 flies off and that is when he has problems with cussing.

9 Q If I understand you properly, he used such language
C"

10 to decribe the FEC on a number of occasions -- on at least three,

11 1occasions?

12 A I would be hard pressed to put a numb~er to quantify

13 itbut I do know that Neal and I had several,, by several I

141mean at least three, conversations where he was upset at what

(715 the FEC requirements were -- the investigations of this

16 committee or that committee or the requirements of filing or

17 having to do something this way or that way.

18 IHe was upset on a number of occasions wit h the FEC.

19 1Q Would it be accurate to say that this January 1984

20 conversation was simply the first time on which you heard

21 Neal Blair express his opinion about the FEC?

22A Yes, sir. It is the first time I can remember.

* 2
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.1 j Q There were at least two other occasions?

2 A Yes, sir, definitely.

3 Q Do you remember approximately how many occasions

4 there might have been?

5 A No. I would not be able to remember that.

6 Q Did you hear any other people at Ruff-PAC express

7 their opinion about the Federal Election Laws?

8 A I had a conversation with -- I had several

In 9 conversations with Mark Stoddard. There was a particular

0)

NO10 conversation I recall with Mark about the requirements of the

11 FEC. That was during the early part of '84, and mark had been

-12 hired prior to that time.
LO

13 Mark was the treasurer of Ruff-PAC and his name was

14 used whenever something went wrong, if Ruff-PAC found its

0' 15 report wrong, the adding was wrong or something, a negative

V) 16 letter would come back and it would be addressed to Mark
C(N

17 Stoddard

18 Mark didn't like that. Mainly because all he did

19 was just sign the document, the FEC report. He never really

20 went through it. That is what he told me. He definitely

21 never added the numbers up to make sure that the numbers were

lift 22 correct. He was just signing it because he was the treasurer



1 of the PAC.

2 He told me that he didn't want to be the treasurer

3 of the PAC, and that he wanted me to be. Mainly because I

4 was the financial officer. I was the one that prepared the

5 report, so it was logical. In his viewing, logically that

6 meant that I should sign them as well.

7 He, Mark Stoddard, didn't really like what was going

8 gon in the FEC either. At least, that was my interpretation

9 of what he was trying to tell me.

NO 1 Q However, it seems that Stoddard's concern was merely

* 11 Ifocused on letters he got from the FEC in response to reports

12 sent in by Ruff-PAC, not the Federal Election Law in general?

13 A No, sir. That is correct in that conversation,

14 although I held conversations with Mark on the requirements

C' 15 of the law -- such as corporate contributions going to a

1 6 PAC -- so I know that he was -- that he knew that it was not

17 permitted.

18 He and I also held conversations about how to make

19 a transaction look like it was not a corporate contribution.

23 Q In other words, Mr. Stoddard described to you ways

21 to conceal corporate contributions?

22 A Yes, but the term "corporate contribution" was not
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1 involved in our conversation, the one that I am remembering.

2 In June or July of 1986, for example, Free the Eagle,

3 in its monthly newsletter, State of the Nation, did an article

4 on one of the candidates that Ruff-PAC was supporting. That

5 particular candidate was Eldridge Cleaver.

6 We did an extensive article on Eldridge, and before

7 it was actually printed I read the article arnd I had some

8 concerns about it. I voiced those concerns with Mark to the

N.9 fact that, in my opinion, the topic and the body of the article

1.0B was politically based rather than informative, and I had a

11 concern that that should be a Ruff-PAC article and not a Free

-12 the Eagle article.

13 Mark assured me, or tried to assure me, that it was

14 not a political article given the fact that we were not informin4
. 15 or asking the public to vote for this given candidate,, but that

16 we were, in fact, conveying information about the individual.

17 I allowed that to exist. I didn't say any more about

18 it, but from that conversation, I knew that Mark was aware of

19 what the FEC law was and knew what he could do in order to not

20 be caught or challenged by what the law meant in spirt, if not

21 by letter.

* 22Q Are you familiar with any other comments made by



1 1 personnel at Ruff-PAC concerning their opinion of the

2 Federal Election Laws?

3 A I can't remember any right now. If I think about it

4 long enough,, I might be able to come up with some others, but

5 1 don't remember any right now.

6 Q Was Neal Blair familiar with teh Federal Election

7 Laws?

8 A Yes, he definitely was. That is coming to me, my

9 interpretation of the various conversations I had with Neal

NO16 Neal had told me,, when I first met him, back in December of

*11 '83,, Neal1 had told me that he was an attorney. That he had

- 12 a law degree and had practiced law.

13a The reason why he told me that is that he had me

14 open up a checking account for him, and I even had my own

V15 signature on his personal checking account, but the title he

16 used on that checking account was Doctor Neal Blair, and so

17 my question was *Why Doctor?" And that is when he told me

18 that he had a law degree.

19 Knowing that he had a law deqree, I took everything

20 that Neal told me as the gospel. That he knew what he was

21 talking about, and that if it said such and such in the law

Ik 22 that it really in fact did say that.
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1Q What did Neal Blair tell you about the requirements

2 of Federal Election Laws?

3 A Neal, specifically in my conversation in January, I

4 was amazed that political action conmmittees could not accept

5 corporate contributions, and Neal Blair reiterated that. He

6 specifically told me that was correct. That political campaigns

7 rcannot accept corporate contributions.

8 Also, on line with that, Ruff-PAC has -- Free the

9 Eagle, Ruff-PAC, so and so forth -- also has another company

%0 10 called Ruff-PAC State Fund. Involved with that, Neal told me

11 that that is -- the reason why the Federal PAC cannot accept

-12 corporate contributions is the reason why we set up the State

13 PAC. And, that I was never to send back a corporate

14 contribution. That when a corporate contribution came to

15 Ruff-PAC, that I was just simply to deposit it into the

16 Ruf f-PAC State Fund.

17 Then, we would use the State Fund to elect

18 individuals in State races where corporate contributions were

19 permitted.

20 Q Was this in that January 1984 conversation?

21 A Yes, it was in one of them. In January, we held

22 several different conversations,, but that was communicated to
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I me in January of '84 as well. Yes, sir.

2Q In addition, you mentioned that there are limits

3 imposed on the amount of money a political action committee can

4 give to a campaign, and limits on the amount of money that can

5 be accepted by the political action committees from other

6 sources.

7 Had Neal Blair told you about those limits?

8 A Yes, sir. Again, in January of '84 was my first

9 introduction to FEC regulations, and I did not know what those

I9 requirements were, and so I was asking Neal what it was that

11 we were allowed or not allowed to do and the amount of

12 contributions to a given campaign came up in that conversation.
LO

13 Neal Blair told me specifically that there was a

14 limit, and that the limit was $5,000 per election. I need

C' 15 clarification of what he meant by per election. Then, he told

16 me that meant there are primary elections as well as run-off

17 elections, and also the general election.

18 The way he put it, typically on a given election

19 cycle, we could donate to $10,000 to a campaign. The first

20 $5,000 would be to a primary election, and the second $5,000

21 would be to the general election.

22 Neal Blair communicated that to me as well.
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1 Q Did he also tell you about a limit on the amount of

2 mney Ruff-PAC could accept from individuals?

3A Yes, sir. There was also a limit. In fact, that

4 came to me in December of '83. There was a particular

5 individual in Texas that had donated $5,000 to the PAC, which

6 happened to be very, very close to the end of the year -- like

7 December 30th or December 31st. Neal Blair handed me that

8 check for $5,000 from this individual. It was one of the

9 Hunt brothers down in Texas that donated the $5,000.

i9 Neal told me that I was to file that as having

11 received it in December. I was supposed to put that on the

-12 report, showing that it was there. Then, Neal asked me and

LO13 1 ended up not having the time, so Neal himself wrote a

IT14 personal letter to this individual and signed it and put it in

15 the mail and made sure that it was postmarked on that particular

16 day, so that that individual could show that he had donated

17 money in that given calendar year as a write off on his personal

18 tax return.

19 1 remember that transaction specifically.

20 Q Did Neal Blair tell you what the limit was?

21 A Yes, sir. He told me the limit was $5,000 dollars

Adlkk 22 from an individual.

- 'AMR
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1 Q Per what period of time?

2 A I don't remember him telling me what the period

3 of time was. If remember right, it was per calendar year, but

4 1 don't remember Neal conveyinq that to me.

5 Q Did you know anything about Federal Election L~aw

6 Ibefore speaking with Neal Blair?

7 A No, I did not. I didn't even know that we had to

8 file with the FEC.

CN9 Q Did any other people at Ruff-PAC tell you or indicate

19 to you that they knew what the requirements of the Federal

*11 Election Laws were?

12 A Yes. I had talked with a Susan Petersen on a number

LA')13 of different occasions, and she talked to me. Her concern was

l~q,14 that she was responsible for making the donations to the

C-1115 different candidate's committees. She wanted to know how much

V)16 money we had donated to a given committee. Her concern was that

17 we didn't go over our limit.

18 She would have me periodically tell her how much

19 money we had given to a given campaign. I did not have

20 documentation set up, at the time, to monitor that, so it was

21 kind of a cumbersome task for me to add up for her, but I did

_____ 22 that.



11 1 By her requesting that information, and telling me

2 that her reason was so that we didn't max out on a campaign,

3 she indicated to me that she also knew that there were limits

4 on contributions.

5 Q Other than Mr. Blair and Ms. Petersen, did any other

6 person at Ruff-PAC indicate to you their knowledge of the

7 requirements of the Federal Election Laws?

8 A Mark Stoddard and I had had conversations about

9 maximum contributions. In particular, we talked about the

10 Eldridge Cleaver campaign.

10 11I had opened up a checking account of Eldridge Cleaver

-12 called Cleaver for Congress. Mark Stoddard and I had had a

LO13 number of conversations about that account,, and about the

14 requirements -- the funding requirements, being it was

O15 obvious that Ruff-PAC was going to max out on that campaign.

16 So, I talked with Mark about that.

17 Q Do you remember whether that conversation was before

18 or after you had your talk with Neal Blair?

19 A It was after. That particular conversation -- the

20 conversation about the Cleaver campaign -- was after my January

21 conversation with Neal Blair.

22 From the communications that I was getting from

- 10
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1 other individuals, Mark Stoddard and Neal Blair and Susan

2 Petersen knew, before I was hired on, what the F5ederal Election

3 Law was, and they were trying to teach me what it was.

4 Q Specifically, that concerned a prohibition of

5 corporate contributions and the $5,000 limitation that exists

6 on money from a PAC to a campaign and on individuals to a PAC;

7 is that correct?

8 A Correct.

9 Q Any other individuals at Ruff-PAC who indicated to

lB you that they were familiar with the requirements of Federal

* 11 Election Laws?

-12 A None.

13 Q Ruff-PAC reported that in August and September of

14 1984 they contributed $11,000 to the Helms for Senate Committee.

C 15 In addition, from March through August of 1984, Ruff-PAC

16 reported contributing $11,000 to the Mac Sweeney Campaign in

17 iTexas.

18 Did Ruff-PAC set up any kind of system to monitor

19 the amount ofmoney it was giving to a particular campaign?

26 A Idid not have a system set up at all. I was

21 depending upon that to be monitored by Susan Petersen. Susan

ridk 22 Petersen, in my conversations with her at different times, told
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1 me that she was monitoring and that she took that as her

2 responsibility to monitor how much money was given -- how much

3 money was contributed to a given campaign.

4 When she would call on the telephone and ask for a

5 check for this campaign or that campaign, there were times when

6 she told me that she didn't have her black book, apparently a

7 loose leaf notebook that she kept track of these campaign funds

8 in, she had left it at home or it was in her car or something,

9 and so she didn't know how much money we had put into that

10 campaign, so she would ask me.

j11 1 would have to go through the records and determine

-12 that.

U113 One time, during 1984, 1 was in Susan Petersen's
In

1q, 14 office and I asked to see that book. At the same time, while

C 15 1 was in her office, she had a blackboard on her wall, and they

n16 were monitoring different committees on the board as well as the
CN

17 amount of money that we had given, and I saw her record of

18 keeping track of the funds.

19 It obviously was not set up the way I would have set

20 it up, being an accountant and she wasn't, but it apparently

21 was supposed to be doing the job.

22 At the time that I filed the reports, the two reports
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1 Ithat you are talking about, I was not aware and obviously did

2 not add up to find out that we had maxed out on those campaigns.

3 I was not aware until you pointed them out that we had maxed outl

4 on those campaigns.

5 Q You did not personally keep track of how much money

6 Ruff-PAC had given to a given campaign?

7 A No, sir.

8 Q The only accounting you know of was kept by Susan

O 9 Petersen; is that correct?

lA A Correct.

1 IMR. RAICH: Would you please mark this as Exhibit B.

12 (The document referred to was
tn

13 marked Government Exhibit B,

14 for identification.)

15 BY MR. RAICH:

16 Q I hand you what has been marked as Exhibit B. Do

17 you recognize Exhibit B?

18 A Yes, sir. I do.

19 Q What is Exhibit B?

20 A In the top of the form, it is called a Resolution

21 of the Board of Directors, but dealing with Neal Blair's

22 salary from Free the Eagle, Ruff-PAC and Ruff Foundation.
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1 Q Who prepared Exhibit B?

2 A The documents in front of me were prepared by Neal

3 Blair, himself.

4 Q Was it then voted on by the Board of Directors?

5 A According to the signatures that are on page two of

6 this document, there apparently was a board meeting on February

79th of 1984, which Howard Ruff signed the document.

8 1 was involved in the transaction of this document,

9 and the history behind this document prior to this document

NO 10 being signed, I was the accountant at Free the Eagle and did

13L not have any documentation in the file which said that Neal

-12 Blair was the President of Free the Eagle and nor did it tell

Ln13 me how much money Neal Blair was making.

IIT14 1 requested from Neal to have a document in the file.

C0 15 Neal in his typical fashion turned to me and said, "Harold,

V)16 if you want the document, you create it." So, I did. I took

17" down facts and figures that I obtained from Neal, typed it out,

18 had one of the secretaries type it out, and I presented it to

19 Neal along with several other -- This document I prepared and

20 had other resolutions for the Board of Directors Meeting typed

21 up at the same time.

22 This document, Neal came to me and told me that it



1 was nice, but it wasn't exactly what he wanted and, so, he would

2 type it up himself, which he later did type up and presented

3 it to the Board of Directors.

4 The Board of Directors Meeting of February 9th, I was

5 Inot there, but it was held down in Florida in connection with

6 Howard Ruff's annual convention down there in Florida. Howard

7 Ruff signed the document. Neal Blair then came back and later

8 on that week or the next week and handed me the document, told

CO 9 me that Bob Allen, one of the Board of Directors, was not

16 present at the Board of Directors meeting and that he needed

*1 to review the document and sign it himself.

-12 So, Neal told me to photocopy the document and send

LO 13 it out to Bob Allen, which I did, and Bob Allen returned it by

qT14 return mail with his signature on it.

C) 15 Whether or not there was an actual formal voting upon

n16 what was on here, I don't know, but I noticed in the document,

17 it is made retroactive back to 1981. It is not just talking

18 about 1984 funding.

19 Prior to this document, there was never any

20 documentation in the file.

21 Q That documentation beingT what Neal Blair's salary

ift22 should be?
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2 Q After this document was signed by the members of the

3 Board of Directors,, did it affect the way you prepared Neal

4 Blair's salary?

5 A No, it didn't. Neal Blair received a salary

6 regardless of what was written down on paper. This form was

7 basically just written down just to satisfy my requirement of

8 having something in the papers in the f iles.

9 A review of the documentation, or a review of Free

No10 the Eagle's payroll records, a review of Ruff-PAC's payrollb11 records will show that Neal Blair was paid in excess of all of
-12 the dollar amounts that are on this paper.

1)13 Q He was paid that by Free the Eagle?

14 1 A He was paid money by Free the Eagle as well as by

15 Ruff-PAC.

N)16 Q Ruff Foundation?

17 A In my tenure at Ruff Foundation, they never issued

18 any payroll checks to anybody out of Ruff Foundation. So, to

19 my knowledge, no. I don't think he was ever paid a paycheck

20 from Ruff Foundation.

21 While I was employed there, Ruff Foundation really

jif 22 was non-existent. It didn't have that much activity in it at

I
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1L all. The only issuance of checks for payroll that I can

2 remember doing was to Mark Stoddard, and that was on a

3 consultant agreement.

4 So, Ruff Foundation never issued any checks during

5 my time there at Free the Eagle. They never issued any checks

6 to Howard Ruff -- to Neal Blair.

7 0 On the first page of Exhibit B. in the two paragraphs

8 in the middle of the page there are a few references to

C)9 "contract hours."

16 Are you familiar with any contract?

5 1 A No, sir. No contract did ever cone across my desk

-12 as to the amount of time that Neal Blair would be putting for

U')
13 any organization.

IT14 Q Are you familiar with any effort made by Neal Blair

C15 to keep track of the number of hours worked for the various

16 entities?

17 A I am not familiar with Neal Blair's attempt at all.

18 I am familiar with my attempt to have Neal record his hours.

19 Q What were the results of that attempt?

20 A I never received any documentation across my desk

21 that told me how many hours Neal Blair spent on this or that,

gft22 but Neal Blair's secretary did record a few transactions for me.1
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Iremember the secretary's handwriting and I remember receiving

2 th doumetaton or t, bt Icant rmemer owwhether thati

3 1was just a reimbursement or if it tried to analyze the time

4 frame from one company to another.

5 Neal Blair, himself, never filed anything in his

6 handwriting to me, and it was never applied for payment of

7 contract hours. I didn't have any need. I didn't have the

8 contractual hours to be compared against, so it didn't mean

9 anything to me.

16Q You mentioned that Neal Blair's secretary, on a few

11 occasions, presented you with some list of hours.

- 12Did she do this on a regular basis, or was this

13 sporadic?

14 A Just sporadic. In the requests for time and the

o15 requests for budgets and stuff like that would come from Mark

16Stoddard. Mark Stoddard, at the time, this is during 1984 -

17 at various times during '84, Mark Stoddard held the same

18 opinion that I did in regards to our non-commital -- the way

19 we spend our time and our resources, that he would require us

26 to put down in writing and budcqet, for example.

21 So, we would have to analyze each one of the

22 different entities, accounting and fundraising and State of the
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would be
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ended up in not being used at all.

Timesheets were prepared by a few individuals, but they were

never prepared for payroll purposes. Ultimately that might have

happened three or four times during the year -- maybe a few

more times than that, but it didn't have any basis on payroll.

It was never used in a calculation of payroll at all, and it

was only put in a file.

Q This three or four times a year that you mentioned,

are you referring to Neal Blair's time or to other employees?

A Other employees. Neal Blair might have been one of

the employees whose timesheet was filed but, again, if that was

done, it was not done in Neal Blair's handwriting. It was done

in Neal Blair's secretary's handwriting.

Q Would it be accurate to say that the salary Neal
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1 Blair received is not in anyway based on information contained

2 on Exhibit B?

3 i A That is correct. It was not -- his salary was not

4 based upon this document at all. This document was handed to

5 me to put in a file -- I put it in a file. Nobody told me to

6 file it, but I put it in a file. It has been forqotten.

7 In fact, I don't even think that Neal Blair and

8 Mark Stoddard, Howard Ruff, or any other individual there even

9 knows that this document even exists. They probably have even

CN4
10 forgotten about it totally.

* 11 Q So,, the only purpose for its being prepared is to

-12 satisfy you, because you wanted something in writing?

Ln13 A Yes, sir. That is correct.

14 Q However, once you had it in writing it was not used

15 by anybody else?

16 A Correct. That was another one of the complaints that

17 I had with the management of Free the Eagle and Ruff-PAC was

18 the fact that no one ever did anything that they claimed that

19 they would do. They were never held by what was in writing.

20 If you wanted to do something -- If Mark Stoddard

21 or Neal Blair wanted to do it, they just went and did it,

22 regardless of the consequences or the amount of money it cost.
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0 Are you a certified public accountant?

2 A No, sir. I am not.

3 MR. RAICH: Off the record.

4 i(Discussion held off the record.)

5 MR. RAICH: On the record.

6 THE WITNESS: You asked me if I was a CPA, and I

7 am not a CPA. I worked for two and half years for a public

8 accounting firm, a CPA firm. I was trained and educated as

9 a CPA. I have performed audits and I am very familiar with
CN

10 the AICPA's code of ethics as well as their fastly and APB

-1 pronunciations.

- 12 I have not passed the CPA exam, which is the only

13 differential between what I do for a profession, and what a

Nr 14 public accountant, a CPA, would be doing, is the fact that he

15 has passed an exam and I have not. There is no difference

16 other than a minor techinicality of passing an exam.

17 MR. RAICH: Off the record.

18 (Discussion held off the record.)

19 MR. RAICH: Back on the record.

26 BY MR. RAICH:

21 Q Are you aware of any employees who loaned money to

22 .Ruff-PAC with proceeds of loan they received from American



1 Heritage Centre?

2 A Yes, sir. I am.

3 Q When did you first hear of such a loan?

4 :1 A The first time I was aware that that transaction would

5 take place, I was employed at Free the Eagle, and the first

6 time I had heard of such a transaction taking place, I had

7 already talked to you about Neal Blair havinq me set up a

8 checking account with his name on it.

tf)9 The reason Neal Blair had me set up that personal

10 checking account that was set up at the Dominion Bank there

*11 in Centreville. Neal told me that there would come times when

-12 an organization would need money, and that I was to draw funds

13 out of his personal checking account and deposit it into that

14 organization, and then draw checks against it.

C15 That is the reason why I had signature authority on

16 his own personal checking account, but Neal Blair told me that

17 one of the ways that we could get around having corporate

18 contributions given to the political action committee was to

19 have the company, the corporation, draw checks to the

20 individuals and then have the individual, out of their own

21 personal account, put that money back into the PAC.

22 He then told me that you do it using various dates andl
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1 using various dollar amounts, so that it would be dif ficult to

2 trace. The way he told it to me and, again, knowing that Neal

3 Blair was an attorney, I was expecting that that type of a

4 transaction was legal, and that it was okay to do it that way.

5 1 didn't challenge his statement to me and, again, he

6 made that kind of a statertent to me in early 1984. The tail-end

7 lof '84 or the beginning of '85, Ruff-PAC needed some funds. I

8 Iwas in a conversation with Bill Jacobs, and Marilyn Price was

'0 9 present, and we were talking about the need to have those funds.

10 American Heritage Centre had the funds, and so did

*0 11 Free the Eagle, but Ruff-PAC did not. Ruff-PAC needed to pay

-12 their bills, and Jacobs asked me "How can we get the funds in?"

ip.13 So, I related to him what Neal Blair had told me.

11-14 Q You related to him?

15 A I related to Jacobs the transaction that Neal Blair

16 had summarized to me, and that is, that the corporation would

17 put money into the individual's pocket, and then the individual

18 would out of their own personal checking account deposit the

19 funds into the PAC as a loan, and when the money was then made

20 available, the funds would be written out of the PAC to the

21 individual, and from the individual back to the corporation who

*a 22 loaned the funds.
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I expressed to Jacobs that that came from Neal Blair,

2 and that Neal Blair had told me that it was all right, that it

3 was not my opinion. I felt that it was illegal. In fact, I

4 had looked up in the CFR, I believe that is what you cal. it,

5 the regulations in talking about corporate contributions and

6 I was familiar by this time -- a whole year had qone by -- with

7 the requlations, and had expressed to Jacobs that I thouqht

8 ithat it was illegal.

9 Jacobs took my thoughts into advisement and chose

C j

16 to go ahead and do that transaction. So, either in the late

11 part of '84 or the early part of '85, there was a check drawn,

- 12 I believe it was from Free the Eagle, made payable to Bill

13 Jacobs, and then Bill Jacobs made a check payable to the PAC.

14 To my knowlege, that loan has never been repaid.

15 Q Do you remember the approximate amount of that

16 transaction?

17 A It was around $700, if I remember right, but I

18 would have to see it in the actual files. I know it was

19 recorded, but I have not seen it. I just remember around

20 $700.

21 Again, that is the only transaction that I can

__ 22 remember specifically like that, that occurred while I was
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1 employed there.

2 Q Did Neal Blair mention to you that he had ever

3 spoken with a lawyer and obtained an opinion that channeling

4 funds from a corporation to a PAC in the manner you described

5 was legal?

6 A No. I have never received that communication from

7 Neal. Neal just told me how to do it, but he had never told

8 me where he had gotten the information from.

9 Q You assumed, because he had gone to law school that

10jit was a legal practice?

* 11A That is correct. The time when Neal Blair told me

-12 how to go around giving maximum contributions to a political

Lr)13 candidate, he had made reference that he had talked with

14 other people about doing it that way. He didn't tell me had

C15 talked with an attorney, but just the way it had come to me

t~f)16 was that it was common practice in the political arena. That

17 you had your friends that were heads of the other political

18 campaigns getting you to make contribution, and this is the

19 way they feel about making a contribution for more than the

20 maximum limits.

21 Q Did Blair indicate to you that it was widespread?

___ 22 A Yes, he did.



1 You asked if I knew of any other funds -- with funds

2 going from corporations to individuals. The transaction with

3 Bill Jacobs is the only one that took place while I was

4 there, in specifics, with a specific corporate dollar amount.

5 Q Did you write the check from Free the Eagle to Bill

6 Jacobs?

7 A To Bill Jacobs -- No, I did not. Marilyn Price wrote-_

8 the check. I was present when the transaction took place, and

9 I saw Bill Jacobs put Free the Eagle's check in his billfold.

I saw Bill Jacobs sign that check, so I was a witness to it,

1-1 but I didn't participate in it.

-12 There was another time, when I was asked to contribut4

.13 five dollars in cash to a political campaign -- a political

14 Iaction committee.

15 Q Approximately, when was that?

16A It was during 1984. It was early '84 or mid '84.

17 I was asked along with every other employee at Free the Eagle,

18 within our office, to donate five dollars, and we were told that

19 we would be reimbursed.

26 1 refused to make that donation, but there were

21 other employees there that made a five dollar contribution or

22 more. Later on that week, or shortly thereafter -- a week, two



1 weeks, something like that -- Neal Blair told me to write a

2 ceck out of Free the Eagle's account for cash, and then to

3 go to the bank, obtain cash, and that would be the funds that

4 were used to reimburse these employees.

5 Q Were those employees, in fact, reimbursed?

6 A Yes, sir. To my knowledge, they were all reimbursed

7 11with the exception of one, who refused to accept the cash, and

8 that was Chuck Newton. There might have been others, but when

9 1 handed the cash out to Chuck, he didn't take the cash.

10 Since then, I have learned from talking with other

* 11 employees, former employees of the PAC, I have 
learned that

12 there have been other transactions. One of them we have

13 talked about earlier with Dave O'Mara.

14 When Dave O'Mara was involved in the transaction

15 with American Heritage Centre, he told me about it. When I

16 told him it was illegal, I was able to persuade him to write a

17 letter to the Federal Election Commission explaining what had

18 taken place.

19 Q Are you familiar with any of the other loans from

20 American Heritage Centre to Ruff-PAC employees and subsequent

21 contributions by those employees to Ruff-PAC occurring at

____ 22 approximately the same time as Dave O'Mara's?
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1 A Dave had informed me that he had been asked by

2 IBill Jacobs, and so I looked up on the FEC report, and I had
3 seen the transactions on the report. I was not present and

4 so I was not involved in the transactions, but I have seen

5 them on the report.

6 As Dave O'Mara informed me, that at the time that

7 the transaction occurred that Bill Jacobs had informed him that

8 approximately $10,000 was needed to front a postage bill. So,

9 this was the way in which they would get the money into the

ii PAC was using American Heritage Centre funds.

So, I looked up on the FEC reports and I looked up

12 the transactions and Dave O'Mara, Bill Jacobs, and Neal Blair

13 were all three involved in that same type of a transaction.

14 The funds came from American Heritage Centre to them

15 personally, and from them personally into the PAC.

16 Q Why do you believe that the funds came from

17 American Heritage Centre to them personally?

18 A Dave O'Mara informed me that that was the way the

19 transaction had occurred, but at the same time, Dave had

20 asked for copies of memos and documents to be able to show

21 what had happened from them at the time that he was doing it.

-Amok 22 So. he a year or two years later, when he was explaining this
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1 to me,, showed me a letter or a memo written on American

2 Heritage Centre stationary saying that he was being loaned

3 $3,000, and then, he showed me a document from Ruff-PAC showingi

4 that he made that contribution. Then, he had another document

5 that reversed the transactions that had taken place. It is

6 also interesting to note that he was loaned, from American

7 Heritage Centre -- American Heritage Centre loaned him $3,000

8 in cash, but the amount of money that he wrote out of his

9 personal checking account was only for $2,950.

NO You can tell that the amounts are different. It

* 11 would be very difficult, even for an auditor, to follow that

12 transaction unless he specifically knew what he was looking for.

13 Even an auditor could not find that transaction.

14 0 Because the amounts were different?

C 15 A The amounts were different, and the dates were

16 different.

r~17
17Q Are you familiar with any other occasions on which

18 an employee of Ruff-PAC made a contribution to the PAC with

19 the proceeds of a loan he received from a corporation?

26 A I talked with Chuck Newton on various occasions, and

21 at the time that I was talking with Dave O'Mara about his

____ 22 transaction, Chuck Newton was also present and we were talking
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1 about the illegalities of it, and Chuck made mention, at that

2 time, that he had been involved in a transaction like that.

3 At the same time that I was looking up the transactioj

4 that Dave O'Mara was involved in, I also looked on the public

5 record to find Newton's transaction and, again, it appeared in

6 the same fashion.

7 Where Chuck Newton got his money, I am not aware. I

8 have not seen any documentation, but Chuck, himself, told me

9 it came from American Heritage Centre.

16Q Are there any other occasions you are aware of

11 where a PAC received a contribution from a person with

12 proceeds of a loan from a corporation?

13 A I can't recall any right now. There might have been

14 others, but I don't remember any of them.

0 15 Q Did Neal Blair ever say words to you very close to

n16 the following: "PACs cannot accept corporate contributions,

17 so here is how we do it. Draw a check for an employee, then

i8 have the employee draw check for the PAC. Amounts and dates

19 are to be varied, so it cannot be traced."

20 A That is very close to what he would have told me.

21 The basis of the meaning of that statement is the way I took it.

____t 22 Neal Blair did not want the transaction to be traced, and so he
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told me to do that type of a transaction, and he didn't

want it to be traced, and that is the way I took it.

o The quote that I have just stated, did that actually

happen in words very much to that effect?

A Yes, at a particular time. I can't remember when

that would have taken place, but it was in early of '84, at the

time that I was setting up Neal Blair's checking account, that

personal checking account that I set up for Neal. Those are

very close to the words that he would have used to communicate

it to me.

o Was anyone else present when Neal Blair made that

statement to you?

A There may have been other employees in the office,

but they were not part of the conversation, and so they

probably did not hear that communicated to me.

Q I show you what has been marked as Exhibit Six.

(The document referred to was

marked Government Exhibit Number

Six, for identification.)

BY MR. RAICH:

Q Exhibit Six is copies of the relevant pages of two

Ruff-PAC reports during the period when you were the treasurer.

- I -
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In pertinent part, I would like to draw your

attention to Exhibit Six, page two, line H, concerning a $2,500

disbursement made to Mohammad Hooshman, with the purpose listed

as security deposit, made on March 16th, 1984.

I would further like to draw your attention to

Exhibit Six, page four, where there is a $2,500 outstanding

debt listed as being owed from Mohammad Hooshman, with the

purpose of the debt being prepaid rent and security deposit

never used.
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transactions?

A Yes, sir. I am.

Q Would you please describe it for me?

A At various times, Neal Blair would go to California,

and Free the Eagle, Ruff-PAC or any of the millions of other

organizations would pay for his expenses in California. Again,

let me sidetrack for a minute, but one of the complaints I had

with the management of these organizations was the fact that

Neal Blair's trips were very seldom every documented as to the

reason why he went, who he spoke to the purpose of the visit?

How much time he devoted to this company or that company? Even

if it was a business purpose at all or just a personal visit.

r1e)

Ir

C_

Are you familiar with the events surrounding that



1 on this particular transaction, Neal Blair was in

2 California -- Northern California -- working on the Cleaver

3 1 for congress campaign. Eldridge Cleaver's campaign needed a

4 headquarters, so the word came to me that I was to write a

5 check for $2,500 to Eldridge Cleaver.

6 Q You said the word came to you. From who?

7 A It was from Neal Blair, but it came through Neal

8 Blair's office, from his secretary Maria Cohilas, that I was

'09 to write a check for $2,500 and it was for a deposit on an

1S apartment or an office complex that the Cleaver campaign

* 11 could use for their campaign headquarters.

-12 So, I got out the check, and if I remember right,

13 1 wrote the check initially to the Cleaver campaign itself.

NT14 The word camne back to me that that was incorrect. That we

C'i1 were going to max out on the campaign. The check should be

16 written to Mohanmmad Hooshman.

17 This happened to transpire over a reporting period,

18 so on one of the FEC reports, I had initially reported the

19 contribution to Eldridge Cleaver, and then I later amended that

20 report to reflect the money going to Mohammad, and Mohammad

21 Hooshman kept the funds for a period of time, and then later

lit 22 had to refund the money.



7779
96

S
1 Because he refunded the funds is the reason why we

2 got the money back, but it was kept over a period of time, and

3 I am not familiar with how long he kept it.

Q If you look on the last page of Exhibit Six,

5 specifically Exhibit Six-A, page three, it lists a repayment

6 iof debts and obligations on April 15th of $2,500 from

7 Mohammad Hooshman.

8 Is that the repayment that is listed?

9 A Yes, sir. So, we never used -- it was funds that

16 went out but they came back, so the funds are only held on

11 deposit for a period of time. The reason that was conveyed to

- 12 me why we got the funds back, is the fact that Mohammad
LO) 13 Hooshman had an agreement -- at least verbal, but at least

14 had an agreement with Neal Blair that we would have the use

C' 15 of that office for that organization.

16 In fact, the checks that I had written went out of

17 my office Federal Express to be given to Mohammad Hooshman,

18 to make sure that we had the office space.

19 Q That would be the office space for the Cleaver

26 campaign?

21 A For the Cleaver campaign, yes, sir.

22 But, when the Cleaver campaign went to move in, the
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1 office space was being used by some other entity, and that

2 Mohamnmad Hooshman had gone back on his promise to us.

3 Neal Blair was very, very upset at this individual.

4 Upset at Mohammad, and riqht there in my office was very hot

5 under the collar and used a few more of his choice words in

6 talking about the -- he is Islamic and so he threw Mohammad

7 in with all Islams and just called the whole bunch of them a

8 bunch of names.

CO
9 Q Did anyone, at the time of this transaction, verballyi

19 suggest that this would amount to an excessive contribution

11 to the Cleaver for Congress campaign?

-12 A Neal Blair, himself, told me that while I had

13 initially written the check out to the Cleaver campaign, had

14 told me that it wasn't supposed to be done that way. That I

C15 needed to write out the check to Mohammad, because it would

16 have been a maximum contribution, or that we would eventually

17 max out.

18 So, Neal was aware at the time that it was going to

1.9 be a contribution to Cleaver.

29 Q And that it could not be recorded as such; correct?

21 A Yes. That is right. Neal told me I was not to make

22 it a Cleaver campaign contribution at all. That I was supposed



1 jto file the document just as it states on there, just as a

2 security deposit, and then, I believe, it shows up on line 19,

3 operating expenses, and by puttinq it on line 19, operating

4 expenses, no one would ever be able to trace it other than

5 ithat.

6 Q Is there any reason that you can think of that Free

7 the Eagle or Ruff-PAC would have found an office in Oakland?

8 A You need to know the mindset of Neal Blair. To my

9 way of thinking, there is no need for Ruff-PAC to have an

i6 office in Oakland, but in Northern California is where Target.11 is incorporated and has their headquarters.
12 Target is Howard Ruff's newsletter company, so Howard

13 is based -- Howard Ruff's companies are based in Northern

14 California. If Neal Blair was to ever argue about having an

15 office in Northern California, he could argue that he had to

16 have it there in order to be close to Howard Ruff.

17 That, on the surface, seems that it is a logical

18 explanation to have an office there, but in reality, it is not

19 because Howard Ruff, himself, doesn't live in Northern

26 California. He lives in Mapleton, Utah. So, there is no

21 reason to have an office there at all. 'It is just Neal Blair

22 thinks in different ways than what I do, and so that would be
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1 his thinking patterns.

2 Q In any case, you cannot think of a reason for

3 Ruff-PAC to have an office in Oakland. Is that right?

4 A No, sir. There is no reason to have an office there

5 at all. we were doing work nationwide, and so it didn't matter

6 fQ Did you speak specifically to Mohammnad Hooshman?

7 A No, sir. I didn't have any transactions with

8 Mohammad at all.

C)9 Q Do you know whether people in the Cleaver campaign

16were aware that Ruff-PAC was footing the bill for the rent on

* 11 their campaign headquarters?

-12 A Ruff-PAC did pay the rent on their campaign

LO13 headquarters, or at least Free the Eagle did. They used an

"I~r14 apartment that was rented in the name of Neal Blair in Oakland.

C15 I have not found the transactions here,, but I remember

16 specifically writing out checks for rent on a monthly basis to

17 a place in California.

18 I never knew -- I never -- I didn't argue the point

19 because I had talked with Neal about it in the past and so

20 1 just wrote out the checks.

21 Q Do you know what company you wrote out the checks

lit 22 for?
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1 A You mean the company that the money came from?

2 Q Correct.

3 A If memory serves me right, it came from Free the

4 Eagle, but I don't remember specifically. The justifications

5 for Free the Eagle was the sam as what I just now conveyed to

6 1you about why Ruff-PAC had an office there.

7 Neal Blair claimed that he was going to Northern

8 California enough times that he needed a place to stay. So,

9 tat is the place that he stayed. So, Free the Eagle paid the

if bills.

6 1 0l Is it your understanding that those bills were
12 actually for the Cleaver campaign headquarters?

U) 13 A That was were the Cleaver campaign headquarters were

14 located and at varying times Eldridge Cleaver, himself, stayed

15 there. That came from Eldridge Cleaver, himself, and Neal

16 Blair also told me that.

17 Q Was anyone in the Cleaver campaign aware of where the

18 money for this apartment was coming from, to the best of your

19 knowledge?

25 A No one received that communication from me. It was

21 never written down by me to anybody in the Cleaver campaign at

-A~ 22 all. In fact, one of the disagreements later on in the period
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1 of time where there came a very big, heated disagreement

2 between Eldridge Cleaver and Neal Blair and Howard Ruff.

3 One of the disagreements that is on file with the

4 FEC, is the fact that there was little communication between

5 Neal Blair's office and the Cleaver campaign. Eldridge Cleaver

6 was not aware of where his money was being spent, if he had

7iany money at all. That was his complaint.

8 I was named in that complaint, and I, in my defense,

9 was able to produce the communication that I had given to them,

but that is it. The reasoning behind the expenditures, I

5 wasn't involved in, so all I could do was report what money

12 had been spent on the campaign. I didn't know why or how or

13 where.

14 Q For the record, there was a Cleaver for Congress

15 fund being set up in Virginia.

16 A Yes, sir. There was.

17 0 Were you authorized to write checks on that account?

18 A Yes, sir. I was. Neal Blair had approached me and

19 asked if I would do the accounting work for the Cleaver

26 campaign, and then instructed me to open up a checking account

21 at the same bank that we had all of our other accounts,

22 Dominion Bank. I believe I put in a Ruff-PAC check in there
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1 to start it up. A check made payable to the Cleaver campaign

2 from Ruff-PAC.

3 Q However, the rent paid for his apartment, which

4 served as the Cleaver campaign headquarters, was paid by Free

5 ithe Eagle?

6 A That is right. The rent for that never came out of

7 the accounts that I was responsible for under the title of

81 Cleaver for Congress.

9 Q As far as you know, was anyone in the Cleaver

\0i campaign aware of the source of those funds for the rent on ta

* 1 1 apartment?

-12 A Correct. To my knowledge, they didn't know.
LO

to13 Q Do you recall what the amount of the rent was for

14 that apartment?

o15 A It was around $400, is what rings to my mind. It

16 seems like a small amount, but it is especially for Northern

17 California, but that is the amount that rings in my mind,

18 around $400.

19 Q For how long did you make these payments?

20 A I would have only been three or four months. It

21 wasn't very long at all.

*0 22 Q During which three or four month period?
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1 A Probably April through June or July, which is the

2 time when Cleaver and Blair started having their arguments.

3 0 Did Blair have this apartment prior to the time that

4 he allowed it to be used for the Cleaver campaign?

5 A I don't know when he initially opened up the account

6 with the apartment. I am not aware of, but when I started

7 making the payments is when he came back from the California

8 trip working with the Cleaver campaign.

9 Q Was this the same California trip during which you

16 arranged for the headquarters that would be rented from

* 11 Mohammad Hooshman?

12 A Yes, sir. Neal was in California for a couple of

13 weeks.

14 Q It is your understanding, is it not, that the rent

CV 15 you paid for that apartment used as a campaign headquarters,

t^ 16 is not in anyway connected to Mohammad Hooshman?

17 A Correct. It is not.

18 Q Was anyone else at Ruff-PAC other than you and Neal

19 Blair aware of the true purpose of your disbursement listed on

20 Exhibit Six, page two, to Mohammad Hooshman?

21 A Yes, sir. Susan Petersen was very well aware of it,

-A 22 and so was Mark Stoddard.
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1Q Anyone else?

2 A Not to my knowledge.

3 Q I show you what has been marked as Exhibit Seven.

4' (The document referred to was

5 marked Government Exhibit Number

6 Seven, for identification.)

7 iBY MR. RAICH:

8 Q Exhibit Seven is a copy of relevant pages of a

L09 Ruff-PAC report during the period when you were its treasurer,

is and copies of relevant pages of the reports filed with the

411 FEC during that same period for Students for America Political
-12 Action Committee.

13 1 would like to draw your attention to Exhibit Seven,

14 page four. on line A, there is a $2,915.60 disbursement listed

15 to quote "Students for America" at 214 Massachusetts Avenue,

16 in Washington, D.C.

17 1 would also like to draw your attention to Exhibit

18 Seven-A, page three, the Student for America PAC's report

19 listing a receipt of that amount on October 29th from Ruff-PAC.

20 First of all, I note that Students for America PAC

21 lists its address as being Raleigh, North Carolina, not

rAft 22 Massachusetts Avenue in Washington, D.C.
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1 Do you know why this report lists the address in

2Wash inq ton, D.C. ?

3A Yes, sir. I was told that that was the address that

4 1 was supposed to put down on that, and on this report, and

5 1 was told that by Neal Blair. I was not aware that there

6 was a different address at all. So, I don't know why there

7 is a different address, all I know is that the 214 Mass. Ave.

8 was the address I was told to put that on the report.

'10 9 Q I would like to draw your attention to Exhibit

10 Seven-A, page four, line H, where there is a disbursement on

11 November 1st for $2,715.60 to Sale Blazers for Tee shirts.

12 Do you know whether that amount is connected with

13 the receipt on October 29th from Ruff-PAC?

14 A Yes, sir. I know that that is exactly. There is

C-1 15 a definite connection.

V) 16 Q What is that connection?

17 A The transaction, as it relates -- back a little bit,

18 when we were talking about Patty Shea's involvement. Patty

19 Shea had approved an invoice for Free the Eagle to pay, and I

20 went back to her office and asked what that invoice was for.

21 She informed me it was for the Helms T-shirts that

22 she had bought. I then challenged her on having Free the
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1 Eagle pay that expense and got upset at her because she was

2 incurring a debt for Free the Eagle, that actually and

3 rightfully belonged to Ruff-PAC.

4 IShe then said, "That's right." She scratched out

5 jFree the Eagle and put down Ruff-PAC on the invoice and sent

6 me on my way. I went down to my office and I put the invoice

7 on my desk to talk to Neal Blair about, about having these

8 T-shirts printed up.

9Q Approximately what date did this invoice arrive?

iiA I am not totally sure, but it would have been maybe

* 11 a week to two weeks before we paid the invoice or paid for it.

- 12 The date on this record states 10-25, so it would have been thej

13 first part of October of '84 -- the late part of October of '8.

14 The T-shirts that I referred to were the T-shirts

(7 15 that said "Give them Helms in November 6th." So, I talked

16 with Neal Blair about that invoice and Neal said, "Yes, in

17 fact, it was our invoice." That it was a good invoice. So,

18 I said, "All right, I will pay it." He says,, "No. No. We

19 are not supposed to pay that invoice. It is supposed to be

20 paid by another committee."

21 1 can't remember now who that other committee was,

22 but looking here I can now tell you the name of it, because
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1 Neal told me. I said, "If we are not supposed to pay the

2 invoice, then I will send the invoice to them, and let them

3 pay it." He says, "No. Send a check along with the invoice,

4 1so that they will have the money to pay it."

5 1 said, "Okay." I then wrote out a check to that

6 organization and apparently it says on here, students for

7 a Better America. I wrote a check to that orqanization, sent

8 the invoice to that organization. The invoice, itself, was

CO9 sent to the Raleigh address and so that is where the invoice

19 and our check went was down to the Raleigh address.

j i 10 Why didn't you put the Washington, D.C. address on

-12 the report?

LO13 A That was the address that was given to us to put on

Nr14 this report.

C15 Q However you actually sent the check to the Raleigh

16 address?

17 A The invoice and the check went to the Raleigh

18 address.

19 I remember this transaction very well, because a week

26 to two weeks later, Blair came back into my office to follow up

21 on a number of transactions, this being one of them.

22 He asked me, "By the way, Harold, did you write a
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1 to Students for a Better American?" I said, "Yes, I did.

2 made it for the exact amount of the invoice and sent it to

3 them."

4 lie said, "You shouldn't have done that. You should

5 have made it a little bit more,, because now it can be traced."

6 I said, "It is not too late. I can put a stop payment on the

7 check and issue it for a little bit more." He said, "No, don't'

8 1worry about it."

9 According to these two documents, my check was for

19 $200 more than what was actually spent on the T-shirts, and

*11 I can't explain why, but I do know that this is the transaction,

-12 because of the pennies and the $15 is exactly the same on these

13 two reports here. I remember that transaction taking place.

14 Q Do you specifically remember that the check you

15 wrote was for the exact amount of the invoice; correct? And

16 that the check you wrote to Students for a Better America was

17 not $200 more than the amount of the invoice; is that correct?

18 A My memory serves me that I wrote the check for

19 exactly the amount of the invoice, but I could have added more

23 money to it. I don't remember. I know it was for at least

21 the amount of the invoice and could have been more, but I can't~

22 remember any more than that.
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1 Co Q Were you told to report the address of the receipient

2 cmmittee as being on Massachusetts Avenue in Washington, D.C.?

3 A Yes, sir. I was.

4 Q At the same time that you wrote the check to them and;

5 mailed it to Raleigh,, North Carolina?

6 A Yes, sir. The address -- This report is dated

7 itDecember 6th of '84, and so when we were putting the report

8 together, which was approximately a month and a half after the

09 check went out the door. The check went out the door, we

NO 101 didn't have an address right then and there. The address was

11 given to us down in Raleigh.

-12 I specifically remember sending it to Raleigh, but a

LO
13 month and a half later, when we were putting this report

14 together, Marilyn Price, who was my bookkeeper, is the one

C0 15 who typed this up, and she asked me what address should be on

16 there and I told her I didn't remember, but she needed to call

17 Susan Petersen in the D.C. office to find out. That is the

1.8 address that Susan Petersen told Marilyn to put on here.

19 That is the reason why there is a difference in

20 addresses.

21 Q Do you have any idea why Susan Petersen would-

rjft22 prefer a Washington, D.C., address to the Raleigh, North
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1 Carolina, address?

2 A No, sir. I do not.

3 Q What about the name of the committee listed here on

4 Exhibit Seven, page four, as Students for a Better America,

5 however, the actual name of the committee accordinq to Exhibit

6 Seven-A, page one, is Students for America Political Action

7 Committee?

8 A I was told that Students for a Better America was

9 1where I was supposed to make the check payable to. I don't

ii know why there is a difference in names.. 11 I would have assumed that Students for America PAC

-12 and Students for a Better America would be two different

13 organizations, but apparently they are not, because of the

14 same dollar amount transactions are recorded.

0)15 Q Who told you to make the check out to Students for

16 a Better America?

17 A Neal Blair.

18 Q Was that how you did make the check out to?

19 A Yes, sir.

20 There are other transactions dealing with Students

21 for a Better America that I was involved in.

22 Q We will get to that in a moment, but speaking for



1 the time being, right now.

2 It was Neal Blair who told you to make the check

3 out to Students for a Better America, and Susan Petersen who

4 told you to report that as being a Washington,, D.C., address?

5 A Yes, sir.

6Q But, you mailed both the invoice and a check to

7 Raleigh, North Carolina?

8 A Yes, sir.

9 Q The check was actually made out to Students for a

16i Better America;- correct?

iO li

0 11A Correct.

-12 Q You mentioned that this was for some T-shirts for the

L 13 Helms campaign. How do you know that?
n)

Nr14 A I saw the T-shirt. In fact, being employed there

C)15 at Free the Eagle and Ruff-PAC, we bought several different

V)16 T-shirts and they were handed out to the employees. I am not
01.1

17 a big fan of wearing T-shirts myself, but my wife enjoys

18 wearing T-shirts. So, when the T-shirts were handed out I

19 got one for my wif e to wear.

26 Q Do you have a copy of that T-shirt?

21 A I have -- I asked my wife if she still had the

-a 22 T-shirt and she did, so I have qot the T-shirt with me, if you
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would like examine it?

Q May I see it please?

MR. RAICH: Let the record reflect that I am holding

a beige colored T-shirt made by "Screen Stars." on the front

of the T-shirt the following words, "Reagan Helms." The lettersi

are approximately two inches tall. "Reagan" and "Helms" are

printed in blue. There is a design in pink and green between

the words, "Reagan" and "Helms." The pink and green design

appears to be in the shape of North Carolina State.

On the back of the T-shirt, there is the following

words "Give them Helms on November 6th." The words "Give them

Helms" are approximately one and a half inches in height. "on

November 6th" is approximately three-quarter inches in height.

The words are in blue.

BY MR. RAICH:

Q Was the making of these T-shirts something initiated

by Ruff-PAC?

A I was not involved in the transaction when they

were made. When the invoice came back, the invoice came to

Free the Eagle. Free the Eagle's address, and it was Patty

Shea who approved it for Free the Eagle to pay.

In talking with Patty Shea, she was the individual
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who conversed with the T-shirt company to make them -- to have

them printed up, so it would have been Patty Shea that told

them to put them up.

Q By the way, you are the person under oath here. The

descript that I read into the record of the T-shirt is accuratel

is it not?

A

colors

Q

were the3

A

If there

place, I

that Neal

back and

that she

T-shirts

Al1i son.

Q

of fice?

Yes, sir. I watched you measure it and saw the

of the shirt.

Were the T-shirts mailed to the Ruff-PAC office, or

Sdelivered instead to North Carolina?

At least Some T-shirts came to our office in Fairfax.

were other T-shirts that were mailed some other

am not aware of them being mailed at all. I do know

Blair's daughter, Allison Blair, would be travelling

forth from the D.C. area down to North Carolina, and

took items with her on the way down.

It is speculation, but it is possible that the

would have been taken down to North Carolina by

Did you ever actually see all of the T-shirts at the

9

AS

11

12

13

14

15

16

17

18

19

20

21

22

r

A I saw a number of them. A stack, maybe ten or
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1 twelve, but that is all I saw. I didn't see any others, but

2 1 do know that there were a number of them -- a thousand or

3 so T-shirts -- that were bought and ordered according to the

4 invoice I saw.

5 Q Is it also true that you know that the persons in

6 the office arranged for these T-shirts and did so at the

7 Iinstance of Ruff-PAC; is that correct?

8 A Yes, correct.

9I Q Do you know who specifically instructed them to

No 1 purchase the T-shirts?. 11A No.

-12 Q What was the name of the person at Ruff-PAC who

13 arranged for these, again?

14 A Patty Shea.

C15 Q Do you know how I can contact her?

16 IA Patty Shea is working for the Presidential campaign

17 of Jack Kemp.

18 Q Is it here in Washington?

19 A Yes, sir.

26 0 Do you know if she undertook to purchase these

21 T-shirts in cooperation with the Helms campaign?

___ 22 A I do not know if she had any contact with the Helms
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campaign at all.

Q Do you know how many T-shirts

Patty Shea?

were purchased by

1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

20

21

22

A The invoice I saw as around a thousand or so, but

I don't remember the specific amount.

Q Turning your attention now to Exhibit Seven-A, page

three, line B, where Students for America PAC lists a $750

receipt from Ruff-PAC on November 28th, 1984, and also,

turning your attention to Exhibit Seven, page 5, line E, where

Ruff-PAC lists making a $750 contribution to Students for

America in Raleigh, North Carolina, on November 19th, 1984.

Are you familiar with that transaction?

A Yes, sir. I am.

Q Who told you to write that check?

A That check, again, was told to me by Neal Blair,

himself. The reason why he was making that contribution, his

daughter, Allison Blair, was in North Carolina working on the

Helms campaign.

Q Do you know how Allison spells her first name?

A No, sir. I don't.

Q Did Neal Blair tell you to send a check to this

address in North Carolina?
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1A Yes, sir. It was in Raleigh, North Carolina, and

2 I am going to assume that the address is the same .

3 Q In other words, that the street address in North

4 Carolina is the same street address that Neal Blair told you

5 to send the check to'.

6 A Right. I am assum~ing that that is the case. 1

7 remember sending the check to Raleigh, but I don't remember

8which street address.

9 Q Did Neal Blair tell you that the full name of the

committee was "Students for America," or did he also mention

that it might also be known as Students for America Political

12 Action Committee?

UO 13A I don't remember him saying political action

14 committee. All I remember is Students for America.

C15 Q You list it on line 21, which is contributions to

16 1other political committees.

17 Was there a reason that you suspected it was a

318 political action contribution to another political committee?

19 A I was told -- It was very well known around Free

26 the Eagle and Ruff-PAC that Allison Blair was in North

21 Carolina working on the Helms campaign, for a number of

____ 22 reasons.
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one is because Allison Blair made it a very well

known fact before she went down there, and then when I was

told to issue this check, I was told that it was not to be

a contribution to Jesse Helms, but it was a contribution to

students for America, so I listed it as such, but then T asked

Nleal why were we making that contribution and Neal told me that

it was supposed to be for Allison Blair' s support while she was

down there.

Q What do you mean by "Allison Blair's support?"

A That is what I was told by Neal, "for Allison's

support, but I was assuming that that was to help Students

for America recoup the cost of Allison Blair's food and lodging,

telephone expenses and so forth, while she was down there.

Supposedly, she was down there working on the

Helms campaign for free, gratas. She was a volunteer and that

somebody was going to pick up the tab, and this is the way we

picked up the tab for her to be down there.

Q Do you recall approximately when Neal Blair told

you that this $750 contribution to Students for America was

for Allison Blair's support?

A At the same time that he told me to write out the

check, which would have been the day before or the day after
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1 the date of the check.

2 Q Have you been privvy to any conversations between

3 personnel at Ruff-PAC and personnel at Students for America

4 involving this check?

5 A No, I was not involved in any transactions or any

6 communications other than this one transaction.

7 Q You mentioned that Allison Blair made it known

8 1around the office that she was going to North Carolina to work
0%9 on the Helms campaign.

lB How did she make that known?

* fa A By physically telling people. Allison Blair worked

12 in the D.C. office for Ruff-PAC and Free the Eagle under hte

LO13 direction of her father and had been doing such for several

4,14 months, but it was her desire to go work on the Helms

0 15 campaign.

V)16 She had been communicated -- somebody had asked

17 her to go down and work on the campaign. She had told

18 everybody this, and she was very excited that she had the

19 opportunity of going down there. She really thought highly

26 of Senator Helms, and really felt it an honor and a privilege

21 to go down and work on his campaign.

22 It is also within Allison's makeup to be able to
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1 brag about things like that. So, she did. She liked holding

2 it over everybody else's head, who she was and where she was

3 going and all that kind of stuff.

4 She proceeded to tell everybody, both in the D.C.

5 office and in the Fairfax office, where she was going and

6 1what she was going to be doing down there.

7 iQ How old was she at the time?

8 A Allison graduated high school in May of '84, so she

o: 9 would have been right out of high school at the time. That

NO19 would have been 17, 18, 19 years old.

6 1 1 I also remember, prior to her going down to North

-12 Carolina, she really wanted to go work on a campaign in

LO13 California, but her father wouldn't let her go that far away

14 from home.

15 It was a compromise being able to go down to North

16 Carolina.

17 I used to take Allison Blair from her home. one of

is the responsibilities I had was to be at the whim, and anytime

19 Neal Blair said to do anything I did it. So, I used Free the

23 Eagle's assets to be able to cart his family off to school and

21 to pick them up from school and all that kind of stuff.

____k 22 I took Allison Blair to school on a number of
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occasions. I lived in the same community that the Blair's

lived in.

Q Do you mean you took her to high school?

A Yes.

MR. RAICH: Would you please mark this as Exhibit C?

(The document referred to was

marked Government Exhibit C, for

identification.)

BY MR. RAICH:

Q I show you what has been marked as Exhibit C. Do you

recognize Exhibit C?

A Yes, sir. It is a Free the Eagle lobby report for

the fourth quarter of 1984.

o Would you turn to page three of Part E, 915, the

second entry listed on that page is a $750 disbursement to

"Students for America" in Raleigh, North Carolina.

Are you familiar with that transaction?

A Yes, sir. That transaction, that $750 transaction

was for the same. I was told to issue that check at the same

time I was told to issue the Ruff-PAC check for $750.

Q Were you told by Neal Blair to do that?

A Yes, sir. I was.
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1 Q Were you also told that its purpose was to pay for

2 Allison Blair's support in North Carolina?

3 A Yes, sir. Correct.

4 Who prepared this report, which constitutes

5 Exhibit C?

61 A The lobby report was my responsibility to be prepared1

7 1 was taken off of Free the Eagles cash disbursements listing.

8 Marilyn Price was the individual who typed it up. I reviewed

C49 it and had it sitting on my desk for Neal Blair to sign.

lB I am the Notary Public and so I witness Neal Blair's

* 1 signature.

-12 Q Do you know if there is a committee named "Students

LO13 for America Political Action Committee," and a separate

14 affiliated organization named "Students for America?"

15 A I am not familiar with either name. I have not ever

16 been involved with them, per se, but I was told -- I have

17 seen Students for America Political Action Committee reports.

18 You just now showed them to me. Whether or not there is

19 another organization called Students for America, I am not

20 aware of it.

21 Q Would you have any knowledge of the way in which

____ 22 Students for America Political Action Committee, or any other
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1 connected organization wo:l: have paid Allison Blair' s i o

2 expenses?

3 A There is a wa htit can be done, and that i o

4 the political action comnittee, but Free the Eagle is a

5 501(c) (4) organization, and it is possible that this Students

6 for America -- that Free the Eagle's $750 went to -- is a

7 501(c) (4) organization as well.

8 It is possible that that organization would have

9 1paid for Allison Blair, and yet the Students for America PAC,

is is a political action committee and it would have dealt with

11 the campaign contributions.

12 So, it is the same set up as what Free the Eagle and

13 Ruff-PAC is. I am not aware that that is the set up, but

14 it is possible that that could have happened that way.

C. 15 Q You really don't know from your own personal

16 knowledge whether the money sent by Ruff-PAC or Free the Eagle

17 to Students for America PAC or Students for America went to

18 Allison Blair's expenses?

19 A No, I do not know. All I know is what was

20 communicated to me.

21. Q By Neal Blair?

22 A By Neal Blair.
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I Q By anybody else?

2 A No, sir.

3 Q Do you know what Allison Blair did for the Helms

4 campaign?

5 A No, sir. I do not. I was never at the Helms

6 campaign headquarters myself, and I don't have any physical

7 evidence to prove that she did anything for Helms campaign,

8 other than the fact that Allison Blair, when she got back

'T9 from North Carolina -- when it was all over, said and done -

N7i that Allison Blair has a picture with her shaking hands with

11 the Senator, and it is autographed or signed by the Senator,

-12 and he says some nice words to Allison, like *Thank you for

O) 13 all your help" or something of that nature -- which goes to

q C r14 signify that she did something for him while she was down

15 there.

r) 16 Q Do you know whether she came back right after the

17 election, or whether she came sometime later in November or

18 even in December of 1984?

19 A It was sometime after the election. She didn't

20 come right back. She had other things she needed and wanted

21 to do down there. It was sometime after the November

_190k 22 election that she came back.
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1 0 Had you been told by anyone what Allison Blair's

2 jobwas n the Helms campaign?

3 Ao was , sir.

4 Q I would like to draw your attention to Exhibit

5 Seven-A,, page three, line C, where there is recorded a

6 freceipt by Students for America PAC from Ruff-PAC in the

7 amount of $226.22.

8 t Are you familiar with any such disbursement by

V)9 Ruff-PAC to Students for America PAC?

NO
10A No, sir. I am not. I am not aware of that. 11 transaction at all.

12 Q Would anyone have been able to write such a check,

13 on the account of Ruff-PAC without you knowing about it?

14 A No, sir.

C) 15 Q Would anyone have been able to write such a check

M16 from an account of Free the Eagle without you knowing about it?

17 A It is possible that somebody could have taken a

18 check from Free the Eagle and written it. At the time that

19 they were writing it, I might not have known about it, but

26 in order to compile their financial statements at the end of

21 the period, I would obviously know about it. And, I am not

22 aware of Free the Eagle writing that check either.
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that you

A

Q

on line

PAC.

BY MR. RAICH:

Exhibit Eight is

were treasurer of

a Ruff-PAC report during a period

Ruff-PAC.

Do you recognize Exhibit Eight?

Yes, sir. I do.

I draw your attention to Exhibit Eight, page three,

F, there is a $3,000 contribution to National Prolife

In
r)

C

A Definitely. That is an odd amount and I am not

familiar with that transaction taking place at all.

0 Do you have any idea who Chris Olive is?

A No.

MR. RAICH: Off the record.

(Discussion held off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:

Q I show you what has been marked as Exhibit Eight.

(The document referred to was

marked Government Exhibit Number

Eight, for identification.)
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1 Do you recall that transaction?

2 A No, sir.

3 0 You don't recall having made that $3,000 transaction?

4A Yes, I know about the $3,000. 1 wrote out the check

5 and this is my handwriting to report it, so I am familiar

6 with the transaction.

7Q Do you recall who told you to write out that check?

8 A No, sir. I don't.

N.9 Q Were you told what the purpose of the transaction was

0.0 19 for?

1*11A What I was told was that it was a contribution to a

-12 political action committee, which is what I recorded here on

LO
n 13 the form, but why we were making the contribution to that

qql14 PAC rather than any other PAC, I don't know.

C) 15 1 have assumptions on why we were using it, but I

n16 dont' know directly. Nobody told me other than we were making

17 a contribution.

18 Q You mentioned that you don't recall who told you to

19 make the contribution.

20 Would it have been one of a small group of people?

21 A Yes, sir. The majority of the checks that we ever

* 22 wrote would have come from Neal Blair or Susan Petersen. It
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1 would have basically been either one of those two, but nobody

2 else would have told me on a political -- on using Ruff-PAC

3 funds, no one else would have told me.

4 Q You said just a minute ago, that you had an

5 assumption as to what the purpose of this contribution was.

6 What is that assumption?

7 A It was common knowledge between myself and Neal

8 Blair, what we talked about earlier -- about wanting to max

CO9 out on a campaign contribution, and then what you do is

1S contact another campaign or another PAC and ask if they want

* to make a contribution, if they had the funds, to a given

-12 campaign.
V)

in13 What I am assuming transpired here, along with other;

14 because I know that we have done it. I just am not

015 knowledgeable as to the specifics on them. I am assuming that

16 this is one of those opportunities, where we had maxed out

17 on a contribution and now we are giving money to a PAC, who

is then will max out on a contribution as well.

19 Q Why are you assuming that?

20 A Because Neal Blair, himself, told me that that is

21 the way he handles transactions.

22 Q Any reason you assuming it with regard to this
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1 Iparticular transaction?

2 A Ruff-PAC did not have any ties with National Prolife

3 PAC. We didn't have any dealings with them in the past and I

4 don't remember making out any other checks other than this one.

5 So, while else would we be making that kind of a contribution.

6 1We didn't have any need to make a contribution to them at all.
7 Q I show you what has been marked as Exhibit Nine.

(The document referred to was

01 9 marked Government Exhibit Number

is Nine, for identification.)

j i1 1 BY MR. RAICH:

12 Q Exhibit Nine is a copy of a Report of Receipts and

U') 13 Disbursements filed by Ruff-PAC with the FEC during the period
PO

14 when you were its treasurer.

C 15 Do you recognize Exhibit Nine?

16 A Yes, sir. I signed it as treasurer.

17 Q Drawing your attention to page three of Exhibit Nine,

18 line I, where there is a $5,000 contribution to Gun Owners of

19 America.

21 Do you recall this transaction?

21 A Yes, sir. I recall this transaction in specifics.

m 22 Q Who told you to write that check?
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1A Neal Blair, himself.

2 0 Did he tell you the reason for the check?

3 A No, sir, other than we were contributing to Gun

4 owners of America. That is all that I was told. The reason

5 why I remembered the transaction,, specifically, was that Gun

6 owners of America, the President of GOA, is a friend of mine.

7 His name is Larry Pratt.

81Q How does he spell his last name?

C)9 A P-r-a-t-t.

~ Larry and I have had dealings in the past on a local

1 political level. When I wrote out the check, I wrote out the

-12 fcheck and signed it, and personally delivered it to Larry,
13 myself.

14 1 met Larry in his office and Larry gave me a pat on

C15 the back and told me how great of a favor that Ruff-PAC was

16 doing in forwarding the cause, and with that I left and went

17 on my merry way.

18 Q Did Mr. Pratt, at any time, indicate that he

19 intended to do anything in particular with that $5,000?

29 A No, sir. He didn't. Why, again, we made the

21 contribution, or what GOA did with it, I am not familiar. But,

22 again, I am assuming that we had maxed out on a contribution
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1 to a political campaign and that we were going to use Gun

2 Owners of America to put in more money as well.

3 0 Why are you assuming that?

4 A I am assuming for the same reason that I would

5 assume anything else. That we had never had any financial

6 dealings with GOA in the past, and there was no future reason

7 to have dealings with them, plus on top of that the date of the

8 check is relating to the election cycle and campaigns need the

9 money.

%0 Q Is it also true that at that point in the election

* 11 cycle, Ruff-PAC would have maxed out?

12 A Yes, sir. we had maxed out on several campaigns at
Mf

n13 that time of the year.

1,14 Q I would like you to turn back to Exhibit Seven,

15 page three, listed on line I is a $5,000 contribution on

16 October 23rd, 1984, to Fife PAC.

17 Do you recall that transaction?

18A Not in specifics. I know that I wrote the check

19 for $5,000 and I wrote it to Fife PAC, but I don't know, again,

20 why we wrote the check. Again, I am making the assumption that

21 we had maxed out on a campaign, and that here is another

22 opportunity for us to put money into another campaiqn.
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1 0 Do you recall who told you to write this check?

2 A Again, it would have been one of two people, Neal

3 Blair or Susan Petersen, but I don't remember which

4 individual told me.

5 Q 1 hand you what has been marked as Exhibit Ten.

6! (The document referred to was

7! marked Government Exhibit Number

8 Ten, for identification.)

C49 BY MR. RAICH:

if QS Exhibit Ten is a Disclosure Report filed with the

11 FEC by the Financial Freedoms Political Action Committee. It

-12 is the 1984 post-general election report.

In
13 Drawing your attention to pages three, four, five

14 and six of Exhibit Ten, do you recognize the names of some

C15 of these contributors?

16 A Yes, sir. I sure do.

17 Q Do you recognize the names of all the contributors?

18 A Not of all of them. on page three line A, I am

19 not familiar with that name, but Susan Petersen, Charles

20 Newton, Lynne Newton. Line E I am not familiar with. Line

21 F I am not familiar with, but line G, Loretta Osborne, they

22 are all employees of Free the Eagle and Ruff-PAC groups.
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1 Q What about page four?

2 A On page four, Martha Jenkins, Elaine Morton, Patty

3 Shea, Spencer Lee, Dave O'Mara, Maria Cohilas, are all

4 employees of Free the Eagle, and that related crowd. Line

5 G, Myron Kaller, that is very interesting. Myron Kaller is

6 self-employed, he owns a company that Free the Eagle deals

7 with. It is called Myron Kaller and Associates.

I didn't realize that he participated in that cash

9 contribution, but I am familiar with Myron as well.

Ni On page five, I am familiar with Doris Beckstead,

*1 Holly Armstrong, Pam Ruff, Elizabeth Stoddard, Mark Stoddard,

- 12 Marilyn Price and Ann Best, they are all affiliated with

13 Free the Eagle.

14 Q And on page six?

C 15 A On page six, Miriam Stevenson, Dr. Neal -- there is

16 his doctor, right there, so -- Dr. Neal Blair, I am very

17 familiar with. Howard J. Ruff-PAC, that is Ruff-PAC. I am

18 familiar with that one, but I am not familiar with Robert

19 Steinberg.

21 0 I note that most of these contributions, in fact,

21 all of the contributions of the people who you know seem to be

22 in small amounts -- $5, on one occasion, $25.
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11 Do you know any reason for that similarity in the

2 size of the contributions?

3 A Yes,, sir. As we spoke earlier, this is the money

4 that we had been asked to contribute, $5 or more in cash

5 contributions. We were asked to contribute in cash, and then

6 later on, I was asked to write a check out of Free the Eagle's

7 account for cash to reimburse those employees.

8 This, I am assuming, is that transaction. I am not

9 the date that is on here is October. I am not familiar with

NO that particular date. I thought it was earlier in the year

* 11 than that, but that is the transaction, I am assuming.

-12 Q Almost all transactions took place here on

Ln13 October 19th, two were dated October the 18th and the one from

14 Mr. Blair is dated October 21st.

C'15 A That is the transaction. I had originally thought

16 it was supposed to be to Fife PAC. Is there a difference

17 between Financial Freedom PAC and Fife PAC?

18 Q For the record, Fife PAC is another name for

19 Financial Freedoms PAC. It is listed as such on a statement

20 of organization.

21 Do you recall the amount of the check that you

____ 22 wrote from Free the Eaqie to cover these contributions?
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1A It was for approximately $120, but I don't remember

2 the specific dollar amunt.

3 Q Is it true that that check was made out to cash?

4A Yes, sir. It was.

5 Q Do you know how distributed that cash to the

6 individuals?

7 1 A I distributed part of it, but then put the cash in

8 an envelope and gave the cash to another individual in the

11) 9 office to distribute it to the employees in the D.C. office.

3.0 Q Who was that other individual?

j i iA I believe it was Susan Petersen, but I am not

-12 familiar -- I can't recall directly.

13 Q Do you know who solicited these five dollar

14 contributions from the other employees at Free the Eagle?

C)15 A I believe it was Neal Blair, but I don't remember

16 specifically. The cash transactions and stuff that took

17 place between the two offices. At the time, Free the Eagle's

is office -- we had two of them, one in D.C. and one in Fairfax,

19 Virginia. The one in Fairfax was actually in Centreville,

20 Virginia. Neal Blair lived in Centreville and so, he would

21 stop off at the Centreville office pick up documents and then

-Ak 22 take it in to the D.C. office, or in return, when ever there
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Q Mr. Goode, rather conspicuously absent from this

list in Exhibit Ten, is your own name?

Were you asked to make a contribution to Fife PAC t

A Yes, sir. I was.

Q Who asked you?

A Neal Blair, I believe, but again it was the same

individual who went around and asked everybody else. I would

have been Neal Blair. It might have been Mark Stoddard, but

I don't think it was. I think it was Neal Blair, himself.

Q Could it have been Chuck Newton, too?

A Chuck was involved in that transaction, but I don't

remember him asking me.

LC)

was anything in the D.C. office that needed to be brouqht out

to our office, that is the mode of transportation was through

Neal and Allison Blair, most of the time.

There were times when Susan Petersen would come out

and pick up things or deliver things, but in specifics, I don't

remember who took the money into D.C., or who would have asked

for the money.

I believe it was Neal that asked for the cash, but I

don't recall specifically. All I remember is that it was

asked.

00
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1 0 why didn't you make the contribution when you were

2 asked to do so?

3 A There were probably a number of reasons, but inI

4 the foremost in my mind is that I didn't think that it was

5 a legal transaction. They were asking specifically for cash.

6 They didn't want any checks, and I have no idea why they didn'tl

7 want checks, but they were specifically lookinq for cash.

0 1 had been familiar enough with their "illegal/legal

9 transactions in the past," and so I wasn't going to have any

160 part in it, and I didn't want to associate my name with

* 11 anything that they were going to do. That is why I said, "No,

- 12 Ididn't want to contribute."

LI)
13 Q It was your belief that this was an illegal

14 transaction; is that correct?

C 15 A Yes, sir. I didn't know whether it was or it

16 wasn't at the time, but I just had my suspicions that it would

17 end up becoming illegal.

18 Q Is that the only reason that you didn't contribute

19 when you were asked to do so?

26 A I also have personal preferences of if I am going

21 to contribute money,, I am going to contribute to an

rAft 22 organization that I want my money to go to and I had never
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1 heard of Fife PAC before, and I didn't know what they were

2 doing with my money. So, I didn't want to contribute any

3 mo~ney to an organization that I didn't know anything about.

4 Q At the time that you were asked to make the

5 contribution, were you told that you would be reimbursed for

6 that contribution?

7 A Yes, sir. I was. I wasn't told where the money was

8 going to come from to reimburse me, but I was told that I wouldl

CO9 be reimbursed.

15 0 Is it true that you were only told to make the check. 11 out to cash on Free the Eagle's account sometime after these

-12 contributions took place?

13 A Yes. That is right. That is correct.

14 Q Do you know why Neal Blair would want to have all

C15 these people make contributions to Fife PAC?

16 A I don't know specifically. I have some assumptions

17 that I have made. It was spread around the office that they

18 wanted individuals names to appear as contributors, rather than

19 an organization. That is the reason why they were looking for

25 such a small amount from so many people. They didn't want just

21 one name or one organization to appear on the report. That

*O 22 they wanted a lot of individuals names.
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Other than that, nothing was communicated. Again,

2 I was assuming that they were going to do something illegal.

3 I didn't know how or why or what, but I was just making that

4 assumption, because of all of the many other transactions that

5 they had done that I disagreed with.

6 Q Do you know how Howard Segermark is?

7 S-e-g-e-r-m-a-r-k.

8 A I have never met the individual, but I am familiar

0% 9 with the name. Howard Segermark now, is the individual who

NO I is responsible for the operations of Free the Eagle and

* 11 Ruff-PAC.

12 At the time that I was employed there, I had never

13 heard the name.

14 Q When did you first hear the name?

15 A The name Howard Segermark that can remember ever

16 hearing it was about seven or eight months ago, when I was

17 heavily involved with the lawsuit against Ruff-PAC and Neal

18 Blair, and so on and so forth. The name Howard Segermark was

19 used in conversations that I had with individuals.

20 Q Was the only context that that name came as the

21 person who was running Ruff-PAC? Is that the only way his

22 name came up?
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A No, it was brought up for some reason, I can't

2 remember now, but his name was tied in with ICTA, which is an

3 abbreviation for some company that Neal Blair and Howard Ruff

4 is involved in. He is a lobbyist or an administrator of ICTA.

5 ICTA is the lobbying institution for hard assets; diamonds and

6 gold and silver and that stuff. He is also responsible for

7 Fife PAC in some ways. He is related to Fife PAC.

8 Q How do you know that?

o 9 A Just in conversations that I have had with John

10 Houston, Chuck Newton and others in processing this lawsuit.

Q They told you that Howard Segermark was affiliated

- 12 with Fife PAC?

V) 13 A Yes, but this was during 1987. While I was employed

V, 14 at Ruff-PAC, I didn't have any knowledge of them at all.

C 15 Q Did they mention what Howard Segermark did or does

16 for Fife PAC?

17 A No. Just that he was affiliated with it.

18 Q Have you ever heard of a Liberation PAC?

19 A Yes, sir. I was told -- the name Liberation PAC

20 was told to me by Chuck Newton, sometime in our discussions,

21 eight, nine or ten months ago. We were talking about some of

i 22 the illegal transactions that had taken place with Ruff-PAC and
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1 the name Liberation PAC had come up at one time in our

2 conversation .

3 0 Do you recall the context in which it came up?

4 A I believe Chuck was telling me that there was an

5 agreement or a transaction that took place where Ruff-PAC gave

6 Liberation PAC $5,000 and then, Liberation PAC was supposed to

7 give that $5,000 to Herscherson, I believe, is the transaction

8 that was brought to light.

- 9 It was either Liberation PAC or Liberty PAC. I
CO

10 think Liberation PAC is the PAC. Then, Chuck also noted that

* 1 the only contribution that Liberation PAC had received was

- 12 the $5,000 from Ruff-PAC, and that the FEC was going to

13 disallow that transaction, due to the fact that there was
r)

14 only one contribution and that there was a disagreement between

0 15 Liberation PAC and the FEC about that going on at the particula

16 time that Chuck and I were talking about it.

17 I don't know whether or not that is still going on

18 or not.

19 Q How did Chuck Newton happen to become familiar with

29 Liberation PAC, if you know?

21 A I believe Chuck was involved in the transaction

22 either by courier or delivering or the check itself, or was



142

1 told about it in some fashion. Other than that I don't know

2 what his connection in it was.

3 Q Is it your testimony that he was aware that the

4 purpose of the contribution Ruff-PAC made to Liberation PAC

5 was to help another campaign?

6 1A Yes. I believe that is what Chuck told me. Chuck

7 Newton is extremely knowledgeable on the workings of what

8 Ruff-PAC was involved in. Either he was personally involved in

CN4 9 it with them, or had read the reports to find the information

11 out.

@ 1 1Q I had you what has been marked as Exhibit Eleven.

-12 (The document referred to was

Lr) 13marked Government Exhibit Number

14 Eleven, for identification.)

c, 15 BY MR. RAICH:

n16 Q Exhibit Eleven is the pertinent pages of three

17 separate Ruff-PAC reports. I would like to draw your attention

18 to Exhibit Eleven, page three, where there is a loan to

19 Tennesseans for Good Government for $2,000; and to Exhibit

23 Eleven, page four, where there is a $2,000 disbursement to

21 Tenneseans for Good Government, listed on line number 18, that

-Ift22 is, operating expenditures.
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1 1 realize that this occurred shortly after you

2 started working for Ruff-PAC, do you recall this transaction?

3 A I remember issuing a check to Tennesseans for Good

4 Government. Susan Petersen asked for that check, and so she

.5 was involved in this transaction.

6 I also remember filing this report. This is the

7 report -- the famus one that I was trying to put tocether for

8 Neal Blair, when Neal Blair and I had our discussion about

9 the FEC's role in things.

isQ Was this when he used the four letter words to

*11 describe about the FEC?

-12 A Yes, sir. I am the one who put that $2,000 loan on

13 line 19. In retrospect, I shouldn't have put it there. The

14 same with a couple of other things that are on this report.

15 They don't belong there either. So, as you can see, I was

16 totally frustrated with filling out this report for the first

17 time.

18 Why we made that a loan, or what the purpose of the

19 fund was for, was not communicated to me. I don't remember.

20 Q Would it be accurate to say that the transaction on

21 line C and D of Exhibit Eleven, page four, should have appeared

22 on line 21, contributions, rather than on line 19?
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1 A Yes, sir. if I were to report this report, that is

2 where I would put them, line 21.

3 Q Turning now to Exhibit Eleven A, page four, line A.

4 There is a repayment of that loan on April 30th, 1984, and

5 Exhibit Eleven-A, page five, line G, a direct contribution

6 to Tennesseans for Good Government in the same amount, S2,000.

7 j Do you remember this transaction?

8 A Yes, sir. I do.

9 Q Can you tell me the circumstances surrounding it

%0is please?

b ii1 A It was a paper transaction, no checks ever came back
-12 through, but in my filing of the report, I couldn't figure

13 out any other way of doing it, than reporting it as cash

14 coming through the front door and then going back out again,

Q 5 but, in essence, what happened was that the $2,000 loan that

16 we had -- it was later communicated to me by Susan Petersen --

17 that whoever was involved with the transaction decided that

18 it was no longer a loan. That we were, in fact, going to make

19 the contribution. That is what we did, make a contribution.

23 We made it a contribution rather than a loan, so I just

21 corrected by books and changed it here on the paper, on the

Mk 22 report, but actually cash never came in the front door. We
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1 never got the $2,000 check.

2 Q Are you aware of any purpose of this contribution

3 to Tennesseans for Good Government?

4 A All I know is that it was a contribution to that

5 company or committee or whatever it was. I don't know anything

6 about them other than their name.

7 Q Going back to the original $2,000 disbursement. It

8 was made to Tennesseans for Good Government on December 7th,

tO 9 1983.
:0

iI| Who told you to make that disbursement?

A Susan Petersen.

12 Q Did she at that time indicate to you that there was

13 any purpose for it?

IT 14 A No.

C% 15 Q Turning now to Exhibit Eleven-B, page three, on line

16 D, there is a May 17, 1984, contribution, and it is on line 21,

17 to Tennesseans for Good Government in the amount of $1,500.

18 Do you recall that transaction?

19 A I am -- It rings familiar with me. I am familiar thal

26 we also wrote out another check to them. This report, Exhibit

21 Eleven-B, is in Marilyn Price's handwriting. I reviewed it

22 before it went out, but I -- The transaction, itself,
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1 Tennesseans for Good Government, again, came from Susan

2 Petersen. At the time, she would have told me the purpose

3 was for Ed McNair, or something like that. Apparently, he was

4 running for government office there in Tennessee, but I am

5 not familiar with that campaign. I don't know anything about

6 that election.

7 Q But all communications concerning it took place

8 between you and Susan Petersen and nobody else; is that right?

9 A That is correct.

1SQ Was it ever your practice to check to see that a

* 11 committee listed on line 21, contributions to other political

- 12 1committees, was in fact a political committee?

13 A Yes, sir. If I was told to issue a check from

14 Ruff-PAC, I issued the check. Normally, the word came from

C'15 the D.C. office through Neal Blair or Susan Petersen. It was

V) 16 their funds to distribute the way they wanted to and so, I

17 didn't argue, I just issued the checks.

18 I didn't know that I was doing anything right or

19 wrong, at that particular time.

29 Q When you determined which line to list a disbursement

21 under, did you seek advise from any other person in determining

- ~ 22 whether the recipient of the disbursement was a political
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1 committee or any other kind of organization?

2 A Sometimes I did, and sometimes I didn't. It depended

3 on the relevance of the dollar amount and whether or not I

4 wanted to make my reports accurate enough or not.

5 No one from the D.C. office ever communicated it

6 to me and it was very difficult to get information from the

7 D.C. office, so I did the best I could and then decided I

8 would let the chips fall where ever they fell and I would

9 worry about it later.

CO
iiQ Would it be accurate to say that is not a matter

* 11 of importance to the people who ran Ruff-PAC that the

12 disclosure reports for the FEC be filed accurately?

LO13 A No one in the D.C. at all ever asked to review the
n~

14 FEC reports, and never asked for copies of them. They didn't

C15 want to approve them in any way, fashion, or form. It was

V) 16 my responsibility and if I filed them correctly, I filed them
(y\

17 correctly, but they never cared.

18 When they asked for a check, they told me who to

19 make it payable to and then asked that the check be sent to

20 them, to the D.C. office, so I had no addresses. I had no

21 purpose. I had no meaning. I had nothing.

It 22 It would be highly likely, for example, where some

7;_a_ '"W-MMM"A".0
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1 of the items that are reported on line 19 for offices expenses,

2 or postage, or mailings, or envelopes, which would logically be

3 an office expense, could have been an inkind contribution,

4 where we put together a fundraising campaign for a given

5 candidate. The D.C. office put it together and just had the

6 bill sent out to my office. When I got the bill, I would have

7 normally assumed that it was an office expense, and had no

8 idea that it was for an inkind contribution. Therefore, I just

00 9 put it on line 19 and ignored it.

NO1 Q Did you ever call up Marilyn Price, or Neal Blair, or

other persons, who had incurred these expenses?

12 A I had on occasions attempted to call Neal. Marilyn

13 Price worked right next to me. Her desk and my desk were

14 right in the same off ice.

C 15 Q What about Susan Petersen?

V) 16 A With Susan Petersen and Neal Blair, I think -- With

17 Neal, he always forwarded me to Susan, and trying to get in

is touch with Susan was very difficult. She was not in the office

19 that often, and she was extremely busy doing her work and just

29 didn't seem to want to be bothered with the technicalities of

21 paper work. She was busy hobnobbing with Senators and

Ift22 Congressmen, and that is what she wanted to do.
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1I I show you what has been marked as Exhibit Twelve.

2 (The document referred to was

3 marked Government Exhibit Number

4! Twelve, for identification.)

5 BY MR. RAICH:

6 jQ Do you recognize Exhibit Twelve?

7 A Yes, sir. I signed it as treasurer of the PAC. I

8 believe it is the last PAC report I filed and signed for

0%9 Ruff-PAC.

*1 Qi Turning to Exhibit Twelve,, page three,, line B, there

11 is a $2,000 disbursement there, listed as a contribution, on

-12 line 27, to Committee for Responsible Youth Politics.

13 Do you recall that transaction?

14 A I remember issuing the check, but I don't remember

is1 what it was for, and I also don't remember who asked me to

16 write the check. I remember doing it, and I remember sending

17 it to that Springfield address, but I don't know anything about

18 that committee or who runs it, or anything else.

19 Q Do you recall who asked you to write that check?

20 A No, sir, I don't.

21 The reason why I remember the transaction is because

22 it took place right here in Virginia, and very little of our
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1 transactions were in Virginia, itself. I remembered that one.

20 Do you know why you listed it on line 27?

3 A No, sir, I don't remember why it was put there.

4 0 Turning your attention now back to Exhibit Nine, page 1
5 three, line H, there is a contribution to College Republican

6 National Fund for $1,500.

7 Do you recall that transaction?

8 iA Yes, sir. I remember issuing them a check. Again,

o I don't know why we issued it, and I don't know who asked me

ii to issue it. This is one of those organizations and activitiesi

5 11 that I,, at the time that I was issuing it, just assumed that we

12 were going to max out on a camp~aign and using that funds to

13 max out on another campaign, but I am not familiar with why

qT14 we did it.

C)15 Q Did you attempt to secure an address of the commaittee

16 to list on the report?

17 A No, sir.

18 Q You said you didn't remember who told you to write

19 the check.

20 Would that have been Susan Petersen or Neal Blair?

21 A Yes, sir.

22 Q How would this check have gotten to the recipient
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1 without an address?

2 A Most of the checks that we ever wrote would be

3 written in our Fairfax office, Neal Blair, Allison Blair, or

4 another one of the employees that lived out our way -- Chuck

5 Newton -- who worked in the D.C. office, would stop by and pick

6 up the checks and then take them into the D.C. office, and then

7 the individuals in the D.C. office would personally hand them

8 out to the people involved.

9 Q Do you know why you listed this on line 21, did you

ii just believe it was political contribution?. 11A I was assuming that it was a political contribution.

- 2 Q Turning your attention to Exhibit Seven, page five,

LO13 line D, there is a disbursement of $800 to College Republican
n'

4T 14 National Corm ittee.

C115 Do you recall that transaction?

V)16 A I remember issuing the check, but again I don't

17 remember why we issued it and I don't remember who told me

18 to write it. The individuals requesting it would have been

19 Susan Petersen or Neal Blair.

23 Q Again, both with this committee and the other one

21 previously discussed just a minute ago, you made no attempt to

S22 determine whether there was any such political committees by
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No, sir, I did not.

Looking down the page of Exhibit Seven, page five,

there is a contribution listed to Black PAC?

Do you recall that transaction?

I remember issuing the check, but I don't remember

about the check -- who told me to write it, or why.

Again, it would have come from Neal Blair or Susan

,but I don't know anything about Black PAC.

Did you attempt to determine the address of this

e?

A No, sir, I did not.

Q Did Ruff-PAC ever make disbursements directly to

employees without documentation, such as a receipt or invoice,

to support the payments?

A Yes, sir.

Q How was this purported when that happened?

A I would try and ascertain what it was for by asking

the individuals who received the check, Neal Blair. Most

likely, it went to Neal Blair, if it was for an expense that

I didn't have documentation for,, or the cause of the expense

was through Neal Blair's insistance.
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1 So, I would ask Neal Blair or Susan Petersen what

2 the purpose of the funds were for, and many times I was told

3 that it was none of my business, or that it was for office

4 supplies or a travel expense, but I didn't have any

5 documentation to prove otherwise, so I was left to take their

6 word for it.

7 So, when I reported it, that is what I wrote down.

a Q Is it correct to say that these disbursements without

9 documentation to back them up were typically made to Neal

10 Blair?

* 1 A Neal Blair or, in some cases, I would have written

-12 it to Neal Blair's credit card company, the Wells Fargo Bank.

13 Neal Blair had a company credit card, that he would charge

14 expenses on, and so I was responsible for paying their credit

0 15 card, so I did that.

16 Q Were these made on behalf of other employees as

17 well?

is A You mean on credit cards?

19 Q In disbursements without proper documentation?

20 A In dealing specifically with Ruff-PAC, I am not

21 aware of giving any other checks without documentation, other

22 than the contribution checks. I didn't have any documentation
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1. in spending Ruff-PAC funds that would have tell me where to

2 spend the PAC's funds.

3 Q I am handing you what has been marked as Exhibit

4 13.

5 (The document referred to was

61 marked Government Exhibit Number

71 13, for identification.)

8 BY MR. RAICH:

tO Q Do you recognize Exhibit 13?

13 A Yes, sir, I do.

Q What is Exhibit 13?

- 12 A Exhibit 13 are the results of Ra Broaddus' internal

13 audit.

14 It is called an internal audit because that is what

15 was supposed to have taken place. Ra Broaddus is a very good

16 accountant, however, his experience in the accounting field

17 at the time that he prepared this was very minimal. Ra

18 Broaddus has a degree in accounting, but for 13 or 14 years,

19 he has been in the Marine -- he worked on the crew of a ship

23 and travelled. So, he was first commander of a ship. He was

21 a Merchant Marine for 13 or 14 years.

22 So, when we got him onboard, I hired him on a
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1 temporary basis to work for me, and he was just getting into

2 the accouting field again. He had done a little bit of

3 part-time work and he was very knowledgeable in the accounting

4 techniques, but he had never done an audit. So, the procedures

5 that he used would have been used by regular auditors, but that

6 is not all that the auditor would have done.

7 1Ra, in his own way, spelled out in his notes in the

8 front part of this audit that it is the minimum amount which

9 would be questioned by an auditor.

11 Definintely, this audit is not all encompassing. Ra

was limited in scope and in purpose for preparing this audit.

12 In my own terminology, I would call it a internal review of

13 financial documents, but again it is very limited in its

14 purpose and in its scope.

15 Q Do you know Mr. Broaddus' address?

16 A His home address, yes, sir. I have it with me, if

17 you would like to have it?

i1 Q Yes.

19 A Ra Broaddus lives at 1821 North Quesada,

20 Q-u-e-s-a-d-a, in Arlington, Virginia. His phone number is

21

22 Q Was he an employee of Ruff-PAC?
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A His employment started out on a temporary basis,

where we paid him during 1984, we paid him on a consultant

basis. We got him onboard as a part-time, temporary through

Forbes Accounting. He was hired by Free the Eagle.

Then, subsequently, two, three, four weeks later,

we decided we wanted him a little bit more, and we approached

him to be hired by the company. At the time, he declined

being hired, but he did say he would consider working for us

on a consultant basis, without the use of Forbes.

So, during the early part of '85, we paid him a

1099 directly to him rather than through Forbes. Forbes is

a temporary accounting company.

Then, when my employment was terminated, Ra Broaddus

again was approached to work full-time for Free the Eagle and

accepted the position and he basically took over my job and

my job title at Free the Eagle.

He worked at Free the Eagle for three or four months,

and then, because of these illegal transactions, didn't want

to be associated or involved with the organization, so he

sought employment elsewhere.

Q About what time period did he prepare Exhibit 13?

A It would have been done in June - July of '85.
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S
1 I note that on page 20 of Exhibit 13, there is a

2 reference in a number of places of "Receipts Submitted on

3 November 11th, 1985."

A Basically, page 20 is not part of Exhibit 13. Page

5 20 is a separate document.

6 What happened was that Exhibit 13, Ra Broaddus'

7 audit, was prepared in June or July and raised a lot of

8 questions. The Board of Directors met later on in 1985,

CO 9 reviewed Ra Broaddus' audit and, basically, dismissed any and

iN all concerns with it, but the Board of Directors made a mental

* 11 note that Neal Blair needed to clean up his act and account

- 12 for some of the funds.

13 After the board meeting, Neal Blair said that

14 he would clean up his act, and then in November of '85 Ra

15 Broaddus was no longer employed at Free the Eagle. Bill

16 Jacobs called Ra Broaddus on the telephone and said, "Ra, the

17 expected has happened. Neal Blair is now being asked by

18 Howard Ruff to account for the funds. He has nowhere to turn

19 to. Would you mind coming back into my office and helping

20 me to review what we had done before and we need an explanation

21 to give to Howard on what happened."

@ 22 Ra Broaddus agreed to go in that second time for
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1 this second review, but he did it for a fee. So, he went

2 back in and Ra Broaddus did not remember all of the things he

3 looked at in this one, but what they did was just use this

4 paper document here,, and created this document. No further

5 review of evidence took place at all. This document became

6 an explanation.

7 Q You are referring to page 20?

8 A Yes, page 20 then became an explanation for the

9 audit, itself.

iS If you review through it -- let me point one thing

* 11 out to you -- if you review this one here, and I wanted to

12 point out to you, in the FEC Exhibit B, we talked about Neal

1!O 13 Blair's earnings from Free the Eagle and Ruff-PAC or his

14 minimum guarantees.

is1 If you will look at the salary rate for 1980 and

16 1981 and 1982, and so on and so forth, you can compare what
r>.

17 this Board of Directors document claimed Neal Blair would make

is as a maximum. Just use 1984 as a maximum for $66,000, and

19 you look at a salary -- Neal Blair made 96,000 as a salary

26 according to Exhibit 13, page 20.

21 That only further documents that what Free the

At 22 Eagle has in its files is insignificant compared to what Neal
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1 Blair wants to take home in his pocketbook.

2 Q About what time did Mr. Broaddus leave the employ

3 of Free the Eagle?

4 A July or August of 1985.

5 Q Shortly after preparing Exhibit 13?

6 1A Correct.

7 fQ Within a month after preparing Exhibit 13?

8 A Yes, sir.

9 Q Was he at all a disgruntled employee? Did he have

iSan axe to grind?

j l lA No, sir. out of anybody and everybody that has ever

-12 left the employment of Free the Eagle, Ra Broaddus is the one

LO13 employee who has always stayed aloof of everybody and

14 everything.

15 For example, when we were involved with the lawsuits

16 that we talked about earlier, Ra Broaddus was contacted to

17 become a plaintiff in the lawsuit, and even though he

18 definitely would qualify as a plaintiff, he chose not to

19 become a part of it. He would be a witness, when and if the

29 suit ever went to trial. He agreed to be a witness, but he

21 didn't want to be a plaintiff.

22 His intention there was that because things were
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1 wrong, he wanted to be a totally unbiased witness in any

2 transaction that took place. That is what he communicated to

3 me.

4 1 have talked with Ra on the telephone. We talk

5 about once a month on the phone. We have become quite close,

6 good friends over the years.

7 Q I would like to draw your attention to Exhibit 13,

8 page 19, column 12, in the last line in that column, bottom

9 right-hand column of the page, there is a $202,000 figure.

is Do you see where that is?

11i A Yes, sir.

-12 Q What is the significance of that figure?.,

13 A The way Ra Broaddus put this audit together, and

'T14 again in his own notes he explains that it would not be done

Cl 15 this way by a professional auditor, he has five different

to16 columns: audited business expenses, apparent business

17 expenses, gross wages, loans to Blair, and, then, to be

18 explained.

19 When Ra Broaddus did his audit -- again, I am telling

26 you it was limited in purpose and limited in scope -- the only

21 reason why this was done was to verify the transactions that

22 Neal Blair, himself, was personally involved in. It took
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1 place ever since the inception of Free the Eagle and Ruff-PAC

2 all the way through 1984. It was done because, when I was

3 terminated, I wrote a letter to Howard Ruff explaining that

4 there was some illegal transactions. Howard Ruff didn't

5 believe me, and so he wanted an audit to be cdone, and this

6 is the audit that they had performed.

7 When Ra Broaddus started this audit, he was given

8 the files to look at, but because there were no documentation,

CN9 the bookkeepers that were at Free the Eagle and Ruff-PAC before

iSI got there were unable to keep accurate records, just as I

* 11 was, and so there was very little documentation for Ra

-12 Broaddus to look at. Basically, all he had to look at were

LO13 check stubs, and sometimes on the check stub, it stated what

14 the purpose was for, and then other times it didn't.

C15 Ra Broaddus looked at that explanation, and if the

16 explanation sounded logical, it was an audited business

17 expense. If it had an explanation, but he didn't quite

18 understand it, it was apparent business expenses. Then,

19 obviously, if it was written to Neal Blair directly and

20 said payroll on it, that went into the third oolumn, and then

21 there were some loans made to Neal Blair, and that went into

*22 the fourth column. When he looked at the check stubs and there
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1 was no explanation at all for why Neal Blair required the

2 checks, that went into the column to be explained.

3 The grand total of that amount was $202,000, but

4 there were no receipts in the files at the time Ra Broaddus

5 looked at them. There was no explanation for what that money

6 was given or spent for at all.

7 0 This is over a five year period, from 1980 through

8 1984, there was a total of over $202,000, which Ra Broaddus

9 could not explain, disbursements to or for Neal Blair?

iiA That is correct.

Q These disbursements were from Ruff-PAC as well as

-12 Free the Eagle and other entities; weren't they?

U 13 A Yes, sir.
ni,

"T14 I want to put an asterisk by that and just make sure

C, 15 that it is understood that this was only with Neal Blair's

16 transactions. It did not involve Mark Stoddard's transactions.

17 It did not involve Susan Petersen's transactions. It did not

18 involve Harold Goode's transactions. It was only the

19 transactions that Neal Blair was involved in. That is it.

25 In other words, that $202,000 is a minimum question

21 demand.

22 Q It concerns only Neal Blair?
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I sombodycreated a figure of $164,272 as an expense that

2 Neal Blair could swear were expenses.

3 Q Are you referring to line 46 of Exhibit 13, page 20?

4 A That is correct.

5 Apparently, they had Neal Blair put his hand on a

6 Bible and swear that those expenses, that dollar amount, was

7 legitimate expenses. That it was his fault that there was

8 no receipts for it, but they had to have been business expenses

LO 9 or the money never would have been spent in the first place.

19 They added up all of the overages and the shortages

* 11 and then deducted that $164,000 out of all of the unexplained

-12 dollar amounts and then that $14,000 is what was left over.

13 The $14,000 went to Howard Ruff as the amount that

14 could not be explained. Howard Ruff had no idea what went

C- 15 through in these transactions. Howard Ruf f, to my understanding,

16 was totally assuming that documents had been presented to

17 substantiate these expenses,, but that the $14,000 figure was

18 the amount that could not be substantiated.

19 So, what Howard Ruff did was just say, "Small amount,

29 just give it to him in a bonus." So, Neal Blair got a $14,000

21 bonus in 1985.

22 Q The information you have just g~iven me involves
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1 events which happened after you left Ruff-PAC?

2 A Yes, sir, and I was not present at the time that

3 it took place.

4 The reason why I know about them is the fact that I

5 had conversations with Ra Broaddus and Bill Jacobs about it.

6 I So, that information came to me from the two parties that were

7 involved.

8 Q In normally accepted accounting principles, is it a

NO 9 common practice to substitute a person's sworn statement that

lB certain payments were for business expenses, rather than. 11 getting receipts or invoices for those payments?

- 12 A No, sir, it is not.

V) 13 Q Did Ra Broaddus have access to everything in the

14 Ruff-PAC and Free the Eagle accounting department when he

CN 15 prepared his audit, to the best of your knowledge?

16 A To the best of my knowledge, nothing was withheld

17 from Ra Broaddus.

18 The problem that existed there, at Ruff-PAC, was the

19 fact that Ruff-PAC was incorporated in 1980 in California.

23 Its headquarters were left in California for a year, maybe

21 two years, they then moved to Utah. So, documentation could

22 have been lost between its move from California to Utah, and
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then they were in Utah for a two year period of time and they

2 moved to Washington, D.C. So, again, in that move,

3 documentation could have been lost.

4 It is my belief that no documentation ever existed

5 to begin with, and so if it never existed, it couldn't have

6 been lost, but it is a possibility that it was lost.

7 All of the documentation that was in the office of

8 Ruff-PAC at the time that Ra Broaddus reviewed the documentaticn

N" 9 was all available for Ra Broaddus' review.

N, Q If there had been a "account" of the purposes of

11 Ruff-PAC disbursements, would Broaddus have known about that

- 12 account, and would he have access to it at the time?

13 A Ra Broaddus' access to documentation was the

14 financial documentation folder. He was told to review the

0 15 financial documentation. He was not told to review anything

V) 16 else.

17 Ra Broaddus, in his review, did not look at the

18 FEC reports. He did not look at the lobby reports. He did

19 not even look at the financial reports that went to the

26 Board of Directors. He reviewed the source documentation

21 only. That was the actual checks, and the actual cash

22 receipts. So, if there was anything outside of that that woul
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1 explain these, Ra Broaddus never would have known about them.

2 He might have had access to them, but it was never

3 conveyed to him that it existed.

4 Q From your own experience as treasurer of Ruff-PAC and

5 being the person who handled Free the Eaqle and all of the

6 other organizations connected with it, was there ever a list

7 keep of the purposes of disbursements or ultimate payees of

8 disbursements?

co 9 A No, sir.

19 Q For Ruff-PAC?

. 11 A No, sir.

- 12 Q Would that include the period before you were

tn 13 treasurer of Ruff-PAC and the period during which you were

14 treasurer of Ruff-PAC?

C' 15 A Yes, sir.

16 MR. RAICH: Off the record.

17 (Discussion held off the record.)

18 MR. RAICH: Back on the record.

19 BY MR. RAICH:

20 Q Mr. Goode, when this deposition transcript is

21 prepared, you will have an opportunity to review it, make any

22 changes or corrections to it, and sign that deposition
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1 transcript. You are, however, not required to do so.

2 Do you want to waive signature?

3 A No. I will go ahead and sign it, as long as I am

4 given the opportunity to read it and make any changes on it

5 that I feel are necessary.

6 I don't have any problem signing it.

7 Q You are entitled to a witness fee for your appearance

8 here today, and I am handing that to you right now.
all.

__9 MR. RAICH: This deposition is concluded.

ii (Thereupon, at 4:30 p.m., the taking of the instantQ 11 deposition ceased.)
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1 ACKNOWLEDGMENT OF DEPONENT

2 BEFORE THE FEDERAL ELECTION COMMISSION

3 Tn Re: MUR 2191

4 1 do hereby acknowledge that I have read and

5 examined the foregoing pages 3 through 169, inclusive, of

6 the transcript of my deposition and that:

7 (Check appropriate box):

8C3 ) the same is a true, correct and complete

9 transcription of the answers given by me

10 to the questions therein recorded.

~~111( except for the changes noted in the

12 attached errata sheet, the same is a true,

13 correct and complete transcription of the

14 answers given by me to the questions

15 therein recorded.

16

0'17 (Date) Signature

18

19

20
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1 CERTIFTCATE OF REPORTER/NOTARY PUBLIC

2 1, Patricia Anne Minson, a Notary Public in and

3 for the District of Columbia, before whom the foregoing

4 deposition was taken, do hereby certify that the witness

5 whose testimony appears in the foregoing deposition was

6 duly sworn by me; that the testimony of said witness was

7 taken by me hereof and thereafter reduced by typewriter

8 under my supervision; that said deposition is a true and

9 accurate record of the testimony given by said witness;

10 that I am neither counsel for, related to, nor employed

11 by any of the parties to the action in which this

12 deposition was taken; and further, that I am not a

13 relative or employee of any counsel or attorney employed

14 by the parties hereto, nor financially or otherwise

15 interested in the outcome of this action.
C

16

17

18 Patricia Anne Hinson

19

20 My commission expires: March 14, 1990.

21

22



BEFORE THE FEDERAL ELECTION COMMISSION co

2 ------------ x

3 In RE:

4 MUR 2191 
-'

5 "

'6 Tuesday, December 29, 1987

7 Washington, D.C.

cN 8

9 Deposition of:

c DAVID L. O'MARA, JR.,

-1 a witness in the above-entitled matter, called for examination
1! 12 by counsel for the Federal Election Commission, pursuant to

13 Notice, and agreement of the parties as to the time and place,

C' 14 beginning at 10:41 a.m., in the offices of the Federal Election

15 Commission, 999 E Street, Northwest, Washinqton, D.C. 20463,

16 before Patricia Anne Minson, a Notary Public in and for the

17 District of Columbia, when were present on behalf of the

18 respective parties:

19

20

21

22



2

1 APPEARANCES:

2 On Behalf of the Federal Election Commission:

3 ROBERT A. RAICH, Esquire

4 CELIA JACOBY, Esguire

5 Federal Election Commission

6 1 999 E Street, Northwest

7 Washington, D.C. 20463

8

9 CO0N TE N TS

0 iS EXAMINATION BY COUNSEL FOR THE

fl FEDERAL ELECTION COM4MISSION

12 David L. O'Mara, Jr. 3

13 -

C14 E X HI RIT S

15 NUMBER FOR IDENTIFICATION

16 A 49

17 1 75

is 2 87

191 3 88

201 4 93

21

22



Whereupon,

2 DAVID L. O'MARA, JR.,

3 a witness, was called for examination by counsel for the

4 Federal Election Commission and, having been first duly sworn

by the Notary Public, was examined and testified as follows:

6 EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

7 COMMISSION:

8 BY MR. RAICH:

9 Q Will you please state your full name?

A David Logan O'Mara, Jr.

-1 Q Have you ever had your deposition taken before?

12 A Never.

13 Q Tessa here is transcribing everything that we say.

C 14 It is difficult for her to transcribe gestures or sounds that

15 are not words, so it is necessary that everything you say be

16 verbal.

17 Do you understand?

18 A Sure.

19 Q I am going to ask you a series of questions. If at

26 any time you don't understand a question, just say so and I will

21 try to rephrase the question.

22 A Okay.



Q

question,

that your

A

Q

A

Q

if you do not tell me that you don't understand the

I will assume that you do understand the question and

answer is responsive.

Is that clear?

Yes.

What is your home address?

9910 Portsmouth Road in Manassass, Virginia 22110.

What is your home telephone number?

1

2

3

4

15

16

7

8

9

211

13

14

15

16

17

18

19

29

21

22

Q What is your education?

A I have a Bachelor's of Science in oceanography and

some undergraduate credits in journalism and communications.

Q From what college?

A The undergraduate degree was from the Havel Academy.

The journalism credits were from Point Park College in Pittsburai

Pennsylvania.

Q What is your current work address?

A It is 397 Herndon Parkway, Suite 1, Herndon, Virqinia

22070.

Phone number?

I

rr)

01.

How old are you?

Thirty-five.
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1 Yes.

A (703) 478-9410.

3 Q what is your current job?

4 A I an an account representive with the AIM Divsion of

5 COMNET Corporation. I sell lazer printing services, data

6 processing services to people who -- for customers who do direct

7 mail.

NO 8 Q Have you talked to anyone about your deposition or

9 your testimony today?

A I have talked to Mr. Goode and Mr. Newton. I have

-1 seen them in church. We both attend the same building at

uf 12 different times that overlap.

13 They have seen me out in the hall and asked me what

14 was going on and I said that I am going to be testifying on

15 this day at this time.

16 0 When was the last time that you spoke with Mr. Goode?

17 A It was a week fron Sunday, so it is nine days ago.

18 Q Do you recall any specific convorsation at that tine,

19 nine days ago?

20 A Nine days ago, the only thing I can recall is that --

21 I also rant to tell you we also talked one week before that, I

22 think, all three of us, and at that time, nine days ago, Goode
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told me -- the only thing we talked about was he said he thinks

that the FEC has enough to penalize Blair and Ruff-PAC, and I

said, "Well, great." That is about all he said and then I was

going in.

r) When was the last time you talked to Mr. Newton?

A Newton was -- I am quite sure I did not tal: to him

nine days ago. I may be wrong. If I did, it was just, you

know, he was on his way into church and we just said "hi" or

something like that.

It would have been the week before, something like

16 days ago.

0 Is that the same time you had a conversation with

both Goode and Newton?

A Yes. We were all -- I can't remember who I saw first.

I think I saw Newton out in the hall, as he and his wife were

coming into church and I was leaving that is the way the meetings

work out.

He and I were. talking, maybe five minutes, ten minutes,

he was late for church -- he had let his wife and kids qo in

and Goode came along. He joined the conversation.

It sounds silly, but I can't remember that much about

what we said.
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1 Q Do you recall the substance of the conversation?

2A The substance was this. I think at the time I had

3 your subpoena -- no, maybe I didn't, I just had a phone call

4 ron you, and Isaid, "I am going to -- they are goina to

5 subpoena me."

6 The general substance, I remember saying something

7 to the fect of concern, that I hope I am not going to be nailed

CO8 or something like that, and I asked Chuck, I said, *What's your

9 status?" He said, "Well, I am kind of in the same boat as you,

issomething could happen to me."

11 we talked about his legal expenses, because I was

Ln

13 talked about the fact that his conversations with his lawyer, who

V14 told him not to worry. It will be paid by Ruff.

15 Then, there was a question about do I remember

16 something happening.

17 Q Do you remember what something was?

18 A I wish I could remember. I really wish I could,

19 because I remember thinking I shouldn't be discussing something

20 that could be construed -- it was almost meaningless at the time.

21 I think it was -- at that time I remember -- It was

22 something to the fact that "What are you going to talk about?"



ljI said, "Well, Mr. Raich and I talked about the fact that I

2 really don't remember a lot." All I remember was what happened

3 to me in that specific instance, because you and I had the

4 conversation, and you said, "if you can shed any light on

5 1anything else, qreat. If you can't, just amplify on what you

6 have already written about."

7 They said, "You don't remember." Words to the effect

8 of "You don't remember anything else that happened." I said,

9 "You know, the only thing I do remember" -~and I think Harold

13was standing with me when I said this -- "was, Chuck,, I remember

11distinctly that conversation that you and I had during the '84

12 campaign, the conference call we got into with Blair about

13 expenditures," about how they were going to skirt around

14 expenditures on somebody's republican campaign. I don't

i5 remember who.

16 Chuck replied. He said, yes, he recalled that. "That

17 is typical of what went on" or something. That is all I remember.

18 I can't even remember who the candidate was. I don't

19 think I remember doing it. Newton may have told me, may have

29 reminded me of who it was, but I can't remember.

21 Not to digress, but in turn, what we were referring to

2 was a conversation in '84, during the '84 campaign, where my



primary responsibilities then were to write advertisinq copy

2 for space ads that were going to be run the newspapers in the

3 different places that they were going after in support of Jepsen,

4 I think, we did one,and a fellow running up in New York

5 against -- who is that guy, a big anti-apartheid guy? I can't

6 think of his name now.

7 He is big on human rights or something, running against

8 some liberal democrat.

9 Q Moynihan, perhaps?

A No, it was a representative. I can't think of his

name. It is Jewish.

12 Q Steve Solarz, probably.

13 A Solarz.

CQ 14 I did an ad for a rabbi that was running against him,

V15 and for Jepsen we did an ad, a space ad for Dornan when he was

16 running against -- I can't remember who it was -- Jerry somebody.

17 At that time, when I was writing that copy, Newton

18 came in -- this was when we were at Centreville -- and joked and

19 laughed about how Blair was going to skate around --

20 He had actually given instructions to Newton to go

21 talk to somebody at the NRCC about who needed help in one of

22 those campaigns or something. I just shook my head.
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1He said, "That's typical of Blair," or something like

2 he is doing it all the time, but then we had gotten in a

3 conference call.

4 Q Hold on just a m~inute.

5 A That was the substance of the conversation of two

6 weeks ago, because they were kind of saying to me, "do you

7 remember anything else," and I said, "the only thinq I can

8 think of is that conversation of '84 where Chuck said that
CN

9 Blair was going to make him go to the NRCC, to talk to someone

10 at the NRCC.

11Q You specifically remember that conversation?

12 A Chuck was telling me what Blair said.

13 0 Do you recall what Newton told you that Blair had

0'14 told Newton to find out who needed help from the NRCC?

15A Yes. I hesitate to say what the exact substance of

16 that conversation was. It was something to the effect that

17 Blair said, "go ahead and talk to somebody on the NRCC." He

18 gave him a name or something and it had something to do with

19 one of the, I would say, six or seven races that I was helping

20 to do ads for, and there may have been some others that we were

21 involved in. It might have been somebody else, but those were

22 just some that come to my mind.
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I am pretty sure it was the NRCC. I don't think it

2 was the Senatorial Committee. I don't think it was the RNC.

3 1 am pretty sure it was the NRCC. I think it was some kind

4 of congressional race that Newton came in and said, "you know

5 Blair has got me violating FEC rules" or something.

That is what I said. I said, "That is the only time

7 I can ever remember, directly involved." Even though, if you

f8 work there long enough, you work there a year and a half, you

C\1 9 hear this type of stuff, "Blair is doing this. He is doing

ie that."

11 Q Do you recall a conversation specifically where

12 Newton told you Blair was having him do this?

13 A Newton came in and said, "Boy, that Blair has got me

14 talking to the NRCC, somebody at the NRCC."

15 To try to violate FEC laws; correct?

16 A Yes.

17 Q There was also a conference call you mentioned, too?

18 A Later on, after Newton and I had that conversation,

19 Blair got on the phone with us, you know what I mean, and he --

21 Newton had to call him, and I had to ask Blair something, and

21 we all got in the conversation.

22 The subject came up about that and Newton said, "Do

-A
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1you want me to," something to the effect "I will go ahead and

2 talk to that person, like you told me to, if you want me to."

3 Strangely enough, what I remember is that Blair said,

4 because Blair all of a sudden was aware that I was on the phone,

5 and said, "No. No. You are not supposed to do that." He even

6 acknowledged something like that would have been a violation,

7 you know what I mean?

8; Q Yes.

9 A It was almost -- Actually, I am coming out in favor

jg of -- evidence there would seem to indicate that he said he

Sdidn't want to, and I remember Newton saying that -

12 Q He didn't want to what?

13 A Didn't want Newton to do that.

014 0 That Blair didn't want Newton to do something that

M 15 would violate FEC laws?

16 A That would violate FEC law, yes.

17 I remember distinctly that Newton said, "You told me

18 to do that." I think it was because I was on the phone, he

19 said, "No. No. I don't want you to do that." He sounded kind

20 of urgent and then got of f the phonc.

21 Then, of course, when we go off the phone and Newton

22 Said, "He does that all the time," or something like that. He
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1 says, "so, now I am not supposed to contact the guy." You know

2 what I mean.

3 That is the only thing that I remembered and that is

4 what my conversation was with Goode and Newton.

5 Q Was Blair in Washington at the time of this conference

6 call?

7 A I think he was in the D.C. office, yes, because he

IT8 wasn't with us in Centreville.

9 Q9 But you were speaking to him on the phone?

isA Yes, to him on the phone.

11 Q on your end of the phone line was you, Newton, and

12 anyone else?

13 A Just the three of us.

14 Q The three of you were parties to that telephone

15 conversation?

16 A Yes.

17 Q Do you recall if this happened before or after Newton's

18. conversation in your office, where he told you that Blair was

19 having him try to skirt FEC laws?

23 A It was after. Newton came in and Chuck spent a lot

21 of time in the D.C. office, back and forth. In fact, I think

22maybe he was actually home-based out at D.C. He would come to
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1Centreville just on different, you know. Whereas, I worked out

2 of Centreville.

3 He came and told me. He came into my office and we

4 were talking about things. He brought it up almost casually.

51He said, "You want to hear the latest thing Blair has got me

6 doing. It is a violation of FEC, but he wants me to talk to

7 somebody on the NRCC."

L 8 while we were talking, either Blair called in or we

04 9 called him, and I said, "I have business to talk to Blair about.

Let me on the phone, too." So,, we were both on a single phone.

11Q Did both of these events happen on the same date?

Ln12 A Yes. Within an hour or a half-hour of each other.

13 Q Just to make the record clear, you made reference to

14 Newton visiting the NRCC, is the National Republican Conaression

15 Committee?

16 A Yes. The National Republican Congressional Committee,

17 but I don't know if he ever did establish that contact.

18 He just told me that "Blair has me -- he told me to

19 do this."

28 Q After the telephone conversation that took place

21 between Newton, you and Blair, when Newton said, "Blair does

22 this to me all the time," what was your understanding about what
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Newton meant by that?

2 A That he would tell What I understood it to mean

3 was, and in later conversation that I had with Newton about other

things, other than the FEC, was the gist of it, the central

theme was that he would have Newton go out and do things that

6 he himself couldn't do or didn't want to get caught doinq, and

he would tell him to do things that were illicit or shady, or

11 8 whatever, and then kind of disavow knowledge of.-them. I think

9 that is the substances of Newton's remarks with that phone

"Ii conversation.

_ iThis is maybe too subjective to even bring up, but I

12 remember the only thing I remembered -- I did not directly care

13 about what the substance of that conversation was between them,

" 14 I was only on there in another matter, but I just couldn't

15 understand Blair's reaction. It was just kind of weird.

16 It was like, why would he act totally like he didn't

17 know what Newton was talking about. I had no reason to doubt

18 Newton.

19 Q Are you speaking about Blair's reaction in the

20 conference call?

21 A Yes, in the conference telephone call.

22 When we got off the phone, I guess, I must have
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A It wasn't anything specific. They were just saying --

2 the conversation was just basically, "Hey, I am going to be

3 depositioned." "Oh, what are you going to talk about?" "Well,

4 Mr. Raich said talk about whatever I know." "Well, what do you

5 know?" I said, "The only thing I really know is what happened

6 to me that September that I reported on," and they said, "Can

7 you think of anything else? Do you know of anything else that

cO 8 you know?"

C4 9That was the only thing I came up with. I said,

I| "You know, Chuck, I remember that conversation that we had in

. the '84 campaign." When I started talking about it, he

12 remembered it. He recalled it. That was it.

13 Q Have you had any other conversations with anybody

14 concerning your testimony or this deposition today?

1) 15 A My wife. I Xeroxed the subpoena for my boss, and

16 slipped it into, box and put a little note requesting two hours

17 off. Who else did I tell? I can't think of anybody else that

18 I told, other than those two guys.

19 Any other conversation that -- the three of us had

26 a long conversation that day, and I can't remember.

21 Q Which day, 16 days ago?

22 A Yes, 16 days ago.

•___



1 I think it was just -- that is the only substance I

2 remember. There wasn't anything. A lot of that was centered

3 around what is going to happen to Blair.

4 In getting back to your original question, there is a

5 general feeling of -- if you want to call it vindictiveness, or

6 whatever, but we were always -- when I see them I just say,

7 What is the latest? Is anything going on, "or something.

8 Most of the time, it is no, there is nothing going

CN 9 on. Sometimes, in fact, I think maybe this was part of the

ieconversation, the most recent, Goode contacted a newspaper and

nlet them know about some of the abuses and they might pick it

12 up, and in this particular case, I remember him telling that

13 some magazine, he had sent a copy of the National Journal story

14 to, or had a conversation. One or the other. And they picked

Sit up and got a story out of it.

16 It was some local paper here, a small one. I can't

17 remember the name of it, but he said it is read a lot by

18 newpaper editors. So, he said "Maybe, somebody else will nick

19 it UP."

20 It is just a general attitude of humor, I guess, when

21 any of the three of us get together, it is "What is the latest

22 with Blair?" That is pretty much all the conversation was
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about.

0 In this conversation 16 days ago, did Mr. Goode

mention his conversation with the small local newspaper, or was

this some other conversation you had with Goode?

A No. Maybe I don't understand, 16 days ago, one of

the things we talked about was this small local newspaper. I

am just trying to recall what it was that we talked about 16 days

ago, and I seem to recall that and I brought up the fact of the

phone call in '84.

Other than that-Newton's legal expenses, Newton's

status. That was pretty much it. It must have been 15 minutes
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This was at church?

Yes, church. Out in the hallway in church.

0 That is the extent of what the conversation consisted

of that day?

A That is it, yes.

Q What were the dates of your employment at a-uff-PAC?

A April 18th '84 and, here you get into a technicality,

I think I was dismissed on October 8th '85, 7th, 8th, 9th,

something like that. I was given 30 days basically severance,

where I came in everyday, basically to use the word processor to
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1get out resumes, things like that. I might have actually cleaned1

2 out my desk and walked out the door on November 7th, or something

3 like that.

4 Q But, during that month between October 8th and

5 November 7th, you were only working on personal business; is that

6 correct?

7 A Yes, just personal business.

8 Q What was your job title?

9 A Marketing Director. You mean at Ruff-PAC?

iiQ Yes, at Ruff-PAC?

A Marketing Director.

12 Q What were your duties?

13 A Of course, when I first started, I wasn't working as

14 Marketing Director, I was working as Assistant Marketing

15 Director, while Stoddard was there.

16 Then, essentially, no real formal promotion, but my

17 duties increased and I was eventually addressed as Marketing

18 Director. I came in and immediately began work on their

19 newletter. They had a monthly newsletter they sent to their

20 contributors. When I got there, it was only 12 pages. It was

21 a tabloid-size newspaper, pretty big, and it qradually grew in

22 size, when I was there, to about 20 pages or more.
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1goes as a contribution towards Free the Eagle."

2 1 don't know if we ever had any that would go toward

3 Ruff-PAC.

4 Q Did you work for companies other than Ruff-PAC?

5 A Yes. I worked at -- I mean, I only drew a paycheck

6every month or twice a month, as far as I know, from Free the

7 Eagle, but I did these projects for American Heritage Center.

8 - On my time sheets, I would-indicate how much time I

9 spent on American Heritage Center and Ruff-PAC and Free the

19 Eagle. Those are the main ones. I think there were little

11 fringe organizations also that were started.

If) 12 Like, Financial Publishers of America, where I don't
r")

13 know hp~w sure I am but Ruff was upset because of the fact that

14 the FCC told him what he would and could not say in his monthly

15 newsletter, so he started FPA, Financial Publishers of America

16 to fight back. occasionally, and very remotely, rarely would

17 I ever do anything related to that. I can't even remember what

18 1 might have done there.

19 The Afghanistan-type of organizations, kind of a

20 lobbying-type organization that lobbied for aid to Afghan rebels,

21 and a foundation for that. There was a whole myriad of little

22 ithings that I, for the most part, my time was divided pretty much,



1 evenly between Free the Eagle, Ruff-PAC and American Heritage

2 Center.

3 Q Your title was Marketing Director for all three of

4 the organizations?

5 A Actually, technically, I supposedly probably could

6 have been. I was never informed that I was. As far as I knew,

7 I was just Marketing Director for Free the Eagle, and Ruff-PAC,

8 and was called on to do projects for these other organizations.

9 Q Whom did you work under?

ii A Mark Stoddard. From the day I got there until the

11 day he left, August 15th, I think, '85, and at that point, I

tn 12 was promoted. I think they actually gave me the title of Vice

13 President or something of marketing, I don't know.

C' 14 Of course, from that point on until the time that I

15 was dismissed, I had expressed concerns. I started even before
oN 16 that about my ability to work for Blair, without having Stoddard

17 as a buffer.

18 Q After Stoddard left, did you work directly under

19 Blair?

20 A Directly under Blair, yes.

21 Q Did you ever work directly under Jacobs?

22 A No. He was never my superior. He was like a peer or

ffp ,V,- -: - W OW f- :- - - -,:", - , 1 .1 .1 . I I - . - 1.111. 11- . - 11 11 --- 1, - ---- _., .. , . - - . -
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I whatever.

2 Q Did Ruff-PAC grive you a reference for new employment

3 after you were fired?

4 A I think Blair of ferred it, and even said "turn in the

5 SF-171," or whatever it is, "and I will see if I can get you a

6 position within the Administration," or something like that, and

7 1 think I did. I think I gave it to him, but I really wasn't

8 interested and I didn't ask him for it. Obviously, I didn't

9 iwant to give him as a ref erence.

C-711I did use Stoddard's name on resumes, in fact, I still

Sdo, whenever I send one out, I put his name on there with his

LO 12 current title of President of Jefferson Institute.

13 0 Do you know why Stoddard left Ruff-PAC and Free the

C11 14 Eagle?

15i A What he told me -- why he told me he was leaving -- he

16 told me, I think, before he told most people, that is, everybody

17 else that worked at the organization, was that there was a lot

18 more chance for financial growth where he was going. It was a

19 for-profit thing. It was working for a for-profit organization.

26 He implied, when I told him -- when he told me he was

21 leaving, he said, "That is going to put you right up aqainst

22 Blair," and I expressed my concerns about working for him. I
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1 can remember words to the effect that Stoddard, essentially,,

2 when I expressed my concern, told me words to the effect that

3 working for Blair wasn't a picnic for him either. That might

4 have been one of the reasons he left.

5 And, my wife, in a conversation with Mark's wife,

6 Mark's wife, basically, said that is the reason that Mark was

7 leaving, although he never told me he couldn't work with Blair.

ISO 8 Q Did Mark Stoddard work under Blair or did he work with

9 Blair as an equal power?

A Technically, I think, he was under Blair. I think his

~1 title was Vice President, or Executive Vice President. As far

12 as I know, he was subordinate to him all the time.

13 With American Heritage Center,, I think they were

C 14 co-equals. When we exposed an internal memo,, I don't know if

n15 you have read that National Journal article where we kind of

16 exposed a memo that had been sent to Ruff from Ruff's assistant

17 who visited to investigate some of the financial dealings.

18 Q What was the name of Ruff's assistant?

19 A Jeff Carneal.

20 In looking at that memo, that was the first time I had

21 ever seen Blair described on an equal status with Stoddard in

22 relation to Amercian Heritage Center.



26

In other words, Carneal was saying in the memo, "it

2 seems curious that American Heritage Center is supposed to

3 affect the public good, by funneling money to a non-profit

4 organization, and, yet, Blair and his wife and Stoddard and his

5 wife are all equal shareholders," words to that effect.

6 What I am saying is the answer to your question, at

7 least at American Heritage Center, it is for-profit, I get the

N- 8 general impression that they were equals there. I may be wrong.

9 Q But, it was your impression that in the other

13 activities of Ruff-PAC and Free the Eagle --

- A I definitely regarded Stoddard as subordinate to

U) 12 Blair.

13 Q Do you have an axe to grind against Ruff-PAC?

14 A I would say, technically, no, but having worked for

M15 them for a-year-and-a-half and worked for Viguerie for

16 a-year-and-a-half, I got sick and tired of seeing organizations

17 that take money and mislead people, telling them what money is

18 going to be used for, and it is not used for essentially

19 anything, other than, in Blair's case, it was extreme abuse,

20 I think, from what I saw. The money that was wasted there,

21 pretty much on his own personal self, loosely justified, in some

22 cases, sometimes, not at all, for his own personal benefit.
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1 To answer your question, if I heard that the place

2 was shut down tomorrow, I would think that the public had been

3 serviced, or benefitted by having something like that.

4 You can take that for what it is worth, as I said.

5 You can disqualify anything I say in that regard, but I never

6 saw -- I saw very little legitimate activity.

7 Actually, some of those independent expenditures that

CO 8 we did, I guess, did some good. I mean Dornan won, and maybe

9 some of the work we did there helped. Maybe they helped in the

jg Helms campaign, I don't know, maybe they made the difference.

- 11 To that extent maybe that was legitimate, but the lobbying arm,

LO12 Free the Eagle, I thought it did nothing. I don't think even

13 the Afghanistan organizations did anything.

14 I have constantly had to write the copy telling that

15 little old lady all the time send in your money, it is going to

16 save America, and the money, as far as I am concerned, didn't

17 go to legitimate purposes.

18 The answer to your question might be yes, I don't know.

19 1 would be happy, if I saw organizations like that penalized

20 severely or redirected by stricter regulations and oversight,

21 so that a lot of innocent people out in the rest of the country

22 don't get abused.
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1 Q Is that the only reason you would have any animosity

2 towards Ruff-PAC or Free the Eagle?

3A That is the only one. I mean the rest of the people

4 there are all friends of n~ine, if they all lost their job

5 tomorrow, of course, that would be unfortunate. I think I have

6 already expressed my feelings about Blair and the problems I had

7 with him two years ago. I really sincerely believe that I am

8 not holding anything against him. I don't personally care' one

*9 way or another.

is I would get a lot of amusemnt out of seeing a slap

on the hand or penalized and having to pay back some of the

LO12 money that I feel that he ripped off.

13 Q When you say he rips of f money, do you mean he steals

0 14 money from little old ladies that contribute to Ruff-PAC and

V**)15 Free the Eagle?

16 A Yes. I think the fact that he has quite an exorbitant

17 salary, from what I understand, and this is just what Newton

18 told me, and the abuses that I felt were the hiring of people

19 that were basically, his daughters and friends, that really

20 didn't do much of anything other than being friends of Blair's.

21 Again, I am going by things that I -- car phones that

22 I saw that he would buy himself, a van that he bought himself.
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It was a company car or something like that. To me, that is,

you can call it what you want, I think it is a form of larceny.

Q Is the only reason you would have animosity against

Ruff-PAC and Free the Eagle because they take money from people

around the country and spend it for what you perceive is

unworthy purposes; is that the only reason?

A That is the only reason.

With Blair, it is more than that. It is a fine line

when you see somebody that is violating the law and you want to

see them, or at least violating the spirit of the law, certainly,

and I think he has violated some specifics, at least that I can

see. The fine line between seeing that and seeing such a

despicable person, too, I would like to see him go too.

With Stoddard and with Ruff and everybody else, Jacobs,

I can truthfully say I have no animosity toward them. I think

they were dumb for some of the things they did, but I certainly

wouldn't want to see them hurt, if you know what I mean.

I would let the chips fall where they may. If they

deserve it fine. With Blair, it is a little shaky, but I

certainly believe that it is not an axe grinding thing, even with

him. Maybe I didn't answer your question, but I want to be

honest about it.
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1 Stoddard was a personal friend. He and his wife and

2 his kids came a couple times to my house and a couple of times

3 to their house, and I would still like to keep in touch with him.

4 In fact, I thought of a -- in the last couple of

5 months, I debated whether to call him about a money making thing

6 that I think we could go in on together, maybe with Ruff's

7 backing, I don't know.

8 There is certainly no reason to prevent future

9 dialogue with them, for all I know, but with Blair, I have

11 absolutely nothing -- I can't conceive of any need that I would

11 ever want to associate with the guy personally.

Le) 12 I apologize if this is totally confusing, and I hope

13 it doesn't waste your time.

C)14 Q That is fine. I appreciate your candor and the

is information you have to convey.

16 Have you done things, since you left Ruff-PAC and

17 Free the Eagle, that would be harmful to them in any way?

18 A My actions could be considered harmful in that I

19 cooperated with the news media fully. Initially, the National

20 Journal, I guess, that is where we first poured the story about

21 there.

22 A month after I was dismissed, just to give you a
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quick background on what happened there, months after I was

2 dismissed, since Goode, Harold Goode, shared the same building

3 I did as far as church. I remember, it nust have been months

4 later, I sat down with him and I said, "I guess you know I got

5 fired months ago." He said, "Yes. I know." I said, "What's

6 been going on?" He said, "I have been trying to contact

7 everybody and let them know what is there," you know what I mean,

c 8 something to that effect.

9 0 That is something that Goode said; is that correct?

I3 A Yes. I am over-exaggerating what he said, but he said,

--. "I have contacted people." I said, "Well, I sympathize with you

12 totally," and we left it at that.

13 Maybe a few weeks later, he called me at work and we

14 were talking about that. I said, -- He said, *You know, the

15 Washington Post doesn't seem to be interested." No.

16 I know, he and I, he somehow found somebody or I found

17 somebody at the Washington Post, we were talking and he said,

18 "I called the Washington Post, and they weren't interested." I

19 said, "I can't imagine that." I said, "Let me call this

23 reporter," and I called a guy named Tom Edsall. He had lunch

21 with us.

22 Q Tom Edsall had lunch with you and Goode?
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I A Yes, Goode. He seemed very interested, but then he

2 didn't do anything with it. We did give him copies. I know

what it was, because when I talked with Goode, he said, "Boy,

you know I wrote a letter right after I was fired saying all

these abuses." I said, this was almost like a casual conversation

6 1 laughed and said, "You know, it is funny, what you don't know

is that your letter caused Ruff to send Carneal to investiaate

8 that."

9 Q He was referring to a letter he wrote to Mr. Ruff?

ii A Yes. So, it was almost like he and I had two little

11 puzzles or something. I said, "I never saw your letter, but I

12 saw Carneal's reply." That is how it was.

13 He said, "Let me see it." He said, "How did you cet

C, 14 it?" The truth is I have it, let's put it that way. If it is

V) 15 necessary to tell you how I got it, it is not through illegal

16 means, okay.

17 I said, "I have got the reply." I said, "While I was

18 there I saw it, and I kept it." I said, "I see the questions it

19 addresses, but I never saw the questions." Of course, he hadn't 1

21 seen the other one. That is where the interest in kind of

21 exposing him came about, because at the time we were both

22 pretty much disqruntled, and he had made an active effort to talk



1

2

3

4

5

6

7

8

9

12

213

14

15

16

17

18

19

26

21

22

C,



34

Of course, Goode was very interested and, of course,

2 I had never seen -- that was like three pieces of a puzzle, and

3 the chain of events was: Goode's letter to Ruff, then Carneal's

4 memo in response to that to Ruff, and then, when Carneal had such

5 nasty things to say, then Ruff ordered an audit, and that is

6 where Broaddus cane in.

7 We got a hold of Broaddus and we looked at -- he

U1 8 didn't have his copy at the time, but he said, "Yes." He and

9 Goode kind of got in to a conversation that accountants

16 understand and I didn't know -- Goode was even more worked up,

- and that is where the idea of contacting the Washington Post

12 came about.

13 We talked to them and then, maybe a month later,

14 Goode called me up and said, "Is there anything else we could

15 do?" we were just brainstorming on the phone. I said, "I don't

16 know, Harold."

17 Then, I thought, wait a minute. There was an article

18 in the National Journal in August of '85, after you left, but

19 before I left, which talked about -- by a man named Ron

20 Brownstein. I said, I remembered it was passed around the

21 office and it talked about the fundraising of Ruff-PAC, Fund for

22 a Conservative Majority, and NCPAC, durina the '84 campaign.
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1 The gist of the article was that the fundraisinq was

2 actually misleading in that all of the money it was promising

3 to donate toward the election actually went to fundraisinq. I

4 said, "That wasn't complimentary to Ruff-PAC." I said, "That

5 guy might pick up on something like this." He said, "Well, you

6 call him."

7 So, I called up Brownstein at the National Journal.

%0 8 1 said,, "I read your article in August." This time I was

9 calling him maybe, I would say, in February of '86, or March of

'86, and I said, "You did an article about nine months ago." He

11 said, "Yes." I said, "It is up to you, but you may be interested

12 in knowing that there is more to it. That the money that they

13 do raise is wasted. I have a couple of friends who are

C 14 accountants that work there that can detail it for you, and I

to 15 have in my possession, a memo that says that the chairman of

16 the organization even knows about some of it."

17 Q Was this the Carneal memo?

18 A The Carneal memo.

19 Yes, the three documents in this sequence were Goode's

20 letter to Ruff, Carneal's memo, and then Broaddus' audit.

21 To make a long story short, we all had a couple drinks

22 or something downtown or in Rosslyn with Brownstein one niqht.
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You mean Ra, you, Brownstein?

A Broaddus, Goode, Brownstein and me, and I got him

3 another accountant who had left for the same reasons. He had

4 only worked there maybe two months.

5 0 Do you recall his name?

6 j A Yes, his name was like Dave -- I could find it for

7 you in a minute in my day-timer, you know, looking through it.

8 I can't remember, Dave somebody.

9 He didn't have a lot to shed on the thing. He had

i only been there two months, but when he left, I said, "What are

__1 you leaving for, Dave?" and he said, "This organization is

LI 12 nothing but a front to -theline the pockets of Mark Stoddard and

13 Neal Blair." Of course, I didn't know what he was talking about.

14 Anyway, the four .of us had drinks or something with

15 Brownstein. Now that I think of it, I think Goode couldn't make

16 it that night and he got together with Brownstein later on.

17 That conversation with Brownstein pretty much consisted of

18 Broaddus going through the audit and telling him what happened.

19 Brownstein, I guess, had already read our memos, the memo from

26 Carneal and Goode's letter, and he asked specific questions.

21 To make a long story short, I think it was the first

22 week of April of '86 that the article came out. Of course,
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pandemonium, apparently, reigned in Ruff's headquarters out there

in Salt Lake and back here and that is where all the humor comes

about. You could construe it to mean that I have an axe to

grind in that I cooperated the media or did anything to harm

them. That is what I did. I helped expose them. That was that

pretty much.

Q You mentioned you had this meeting with two other

people and the reporter for the National Journal.

Do you recall where that meeting took place?

A Of course, the conversation between myself and

Brownstein, maybe two or three conversations, on the phone,

between Goode and Brownstein, the four of us and Brownstein.

1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

20

21

22

The meeting with those individuals, I don't know, but

g that we had was in Rosslyn, it was at a little

. I could probably find it for you, if I was there,

t remember the name. I think it was in a hotel.

A hotel restaurant in Rosslyn?
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An hour and a half, two hours, something like that.
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1) You have done other things, also, that would not have

been beneficial to Ruff-PAC?

A Yes.

The only other thing that I did, and again in terms of

5 exposing it, was that I said, somebody ought to -- every six

months or so, twice a year, Ruff has some sort of a financial,

7 personal financial management, shall I say, convention that his

8 subscribers sometimes co to, twice a year. Once in Orlando and

9 once somewhere in California. Once it was in San Diego. Once

1g it was in L.A., you know.C
_ 11 That is a great big gathering. It is like a conventio4

un 12 really, and they have little seminars where different experts

13 will tell you how to invest in collectibles or real estate or

14 stock market or whatever, and then they have some big meetings

s15 where everybody is gathered together, and at the very end,
16 Blair gets up there and Ruff says, "By the way, we also have a

17 political arm, Free the Eagle and Ruff-PAC, and I want you to

18 meet Neal Blair," and Blair would get up there and give a red,

19 white and blue speech and cry on que, and everybody walking out,

21 it was sort of the last thing of the convention, would come out

21 to our booth, because everybody had booths -- you know, these

22 different investment-type firms would pay to have booths there --



1 and they would come out and one of the booths was Free the

2 Eagle and Ruff-PAC, and people would contribute to the

3 organization, okay. Actually, it was Free the Eagle who

4 technically had the booth. I don't think Ruff-PAC did, I don't

know.

6 People would contribute, right then and there, to us

7 and, of course, there was an auction and stuff like that.

O: 8 1 said, "Somebody ought to go to that main thing,

9 when Blair stands up and..him questions." Hold up the National

ii Journal article and say, what does this mean, you know what I

11 mean. I was just kind of throwing it out, I didn't really mean

12 to go.

13 Q. To whom did you say this?

o_ 14 A I said this to Goode. He said, "That's a great idea,"

1)15 and he went about organizing, I think, it was his brother, who

16 was going to be out there on business or ended up flying out

17 there, and trying to distribute copies of that. I don't know

18 what happened.

19 I got one story from Goode's brother what happened,

2@ and then the other story through the grapevine from Newton, who

21 was talking to us at the time, even though he was in the

22 organization, he was keepina quiet about the fact that he was



1 talking, and he said, "Well, I don't think much happened. They

2 intercepted Goode's brother and the things didn't get distributed

3 So, I encouraged that. I was supportive of it. Other

4 than that, Goode spent a lot of money on getting his brother

5 out there, which my wife and I thouqht was kind of nuts, but

6 I think I ended up giving him $20 to help defer his cost.

7 Those actions could be considered, you know, detrimental

8 Q You paid $20, yourself, to help send Goode's brother

9 to a Ruff conference?

A Essentially, that is what it boils down to, yes. Ten

n twenty bucks, I can't remember what it was. Ten, twenty,

12 twenty-five, something like that.

13 Q Are there any other actions you can think of that you

14 have taken which would be unbeneficial to Ruff-PAC or Free the

15 Eagle or any of the organizations connected with them?

16 A I think I have already mentioned that I was interviewed

17 by KSL TV, just about a year later, April of '87, and they --

18 I don't know what spurred them to suddenly report on this a year

19 later, but they reported on the abuses and they interviewed me.

20 Apparently, I was on TV out there. I don't know. I

21 have never seen a tape of it, but they -- I went down to the

22 studio, right down here near Union Station, and they interviewed
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me and taped mer and parts of it were on the broadcast out there.

Essentially, what my role was -- My sister who is out

there said she saw the broadcast, and I used the words

"laundering money," you know, describing my actions in those

letters. So that could be construed.

There was that one where Stoddard was hysterical out

there.

Q There was which one where Stoddard was hysterical?

A Where all of a sudden he called me up on a Sunday

night, like 11:30.

Q Was this after your television interview?

A Yes.

He said, *You were just on TV. What are you trying to

do? Destroy me or something like that." I said, *No, look, I

went on the air and what I said had to do with what Blair kind

of coerced me into doing. It had nothing to do with you, so

calm down," you know what I mean?

What eventually evolved from that, a few weeks later,

was Ruff coming out and having dinner with me, you know what

I mean, but Ruff went hysterical, too. He said,, "They are out

to destroy me again," you know what I mean? In conversations

that I had with Stoddard, I calmed him down and Stoddard kind of
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like that, "by saying that, but," I said, "I felt obligated to

go on the air, and backup what Goode is saying, because he was

going on the air." I think Broaddus was interviewed, you know

what I mean. I said, "I felt obligated to tell the truth there."

I said, "It is not intended to hurt you." I said, "It is just --

the only guy it is going to hurt is Blair and, frankly, I don't

care about him," you know what I mean.

Then, when Ruff came back, I told him that. I said,

"Well, you know, I have no sympathy for Blair, whatsoever."

Q When Ruff came back, do you mean he came here to

Washington?

A Yes, he did. He came to Washington.

Q Did you have dinner with him at that time?

A Yes. His purpose in coming back, I thought, was like

almost to have a press conference, or be interviewed by Sherril,

you know what I mean, to refute some of this stuff. Then, to

produce an audit that would refute everything that the KSL was

saying and that we were saying, that they really did have their

ducks in a row.

On that occasion, him being back there, Stoddard set

up the thing and we had dinner in Fairfax.

Q Who had dinner? Who was there?
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A Ruff, Stoddard and me, Stoddard's wife and my wife.

Q Was Ruff there with anyone else?

A Ruff, I don't think Carneal was there. I don't

remember if any other of his assistants were there. I think I

saw Blair in the hotel where we were at in the Holiday Inn, I

think it was. Yes, the Holiday Inn. I think I saw Blair walking

around.

They had rented a room, you know what I mean, where

they were supposed to issue the audit and everything like that,

put the paperwork together.

Q But, Blair was not with you at dinner?

A No, he wasn't.

I have not had a conversation with Blair since sometime

in November of '85.

Q What transpired at that meeting you had with Mr. Ruff?

A Basically, you know, it was kind of to air out my

feelings for that situation, and Ruff wanted to know -- the gist

of it was, you know, are you really out to destroy me, and I

said, "Look, you know, I guess, Harold is actively pursuing this.

I am not actively pursuing this. I felt obligated to be honest

with people."

The gist of it was that Ruff was saying, "It is
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1 destroying me personally." Stoddard gave me the sob-story that

2 all of his kids went to school and were persecuted by their

3 classmates, by the fact that their dad was crook on TV, or

4 Isomething, and so I essentially said, "All right, you know, I

5 won't cooperate with the media anymore. I won't talk with the

6 media anymore," you know what I mean?

7 That was all I said, and I vented my spleen about

,NO8 Blair, and he said -- you know we are all Mormons. He said,

9 "You ought to repent of that. You are holding a grudge," and

1~stuff like that. Then, I wrote him a follow up letter.

11 I said, "I will issue a stateument that you can use,"

12 you know what I mean, it was kind of my last thing for the

13 media. I don't know, I might have the statement here. It

14 essentially says that what my involvement was, that I think that

15 Stoddard and Ruff were guilty of some indiscretions,, but I am

16 not aware of any wrong doing that they did, you know what I mean.

17 That is pretty much the gist of it.

18 Q Did you agree with Ruff# at that time, not to talk

19 to the media anymore?

20 A I pretty much agreed yes, I wouldn't talk to the

21 media.

22 I didn't like the fact, you know, it was partly for
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my benefit, too, because I don't -- I am a private person. I

2 was upset, when I found out I was spewed all over the airwaves

3 in Salt Lake. I mean I don't want my name -- even when I talked

4 to Brownstein, I told him I preferred that he didn't use my name,

and he eventually said, "Look, I am only going to use your name

once." So, I said, "All right, go ahead." I didn't want it

7 made public, or whatever, as little as possible.

8 Q You didn't want to make what public?

9 A My name and my association with this at all, stuff like

ii that, because I still, even with what I am doing now, I deal

- with non-profit organizations, and a lot of these PACs, and I

, ) 12 have told you I think a lot of them are probably not illegitimat

13 some are legitimate.Ir

14 If you think about it, if they know there is a guy

15 running around talking with the FEC or media talking about the
011

16 illicit activities or the shady activities or whatever, I might

17 not get a job, theoretically, in this town, being associated

18 with non-profits, anyway, political action committees.

19 0 So there were personal reasons that you would prefer

20 not to do things to hurt Ruff-PAC?

21 A Yes, there were personal reasons.

22 Q Are there still such reasons?

f
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A There are still reasons that I don't necessarily, like

I said, feel it in my interest to run and protect them, but that

it has kind of had a chilling effect on my -- I an, not as

zealous as Harold, who wants to go out and tell the world, you

know. I am a private person and I don't want to spend $100 to

fly somebody out to California to tell someone -- tell a bunch

of subscribers that the publisher of their newsletter is a crook,

or something, you know.

I think it is a good idea, and if somebody else wants

to do it, I will be supportive of it, but I am not that zealous

and I don't want to look like a maniac, or something, I guess.

I don't want to harm my livelihood.

Yes, to a certain extent, there is an interest in me,

how shall I say, not going out of my way to see them hurt, you

know what I mean?

Q That is to protect your livelihood?

A Yes, and privacy or whatever.

I don't know if that answers your question. I don't

feel overly restricted, just like I don't feel overly vindictive

or overly sore about Blair, you know. I think it is, to be

honest, a little bit of each, but not enough that it makes a

tremendous difference, I don't think. You know what I mean?



48

I gave the guy my word I wouldn't talk to the news

media, so far I know I won't.

Q You mean you gave this word to Mr. Ruff that you

4 wouldn't talk to the news media?

A Yes.

6 Q And this was in a meeting here in Washington in about

7 April of this year?

8 A Yes, right, April, somewhere around there, give or

9 take a few weeks.

13 Q You mentioned that you had a statement for the mediaC
I that you gave to Mr. Ruff?

12 A YeR.

13 0 Do you have that with you?

14 A I might. My wife gave me the notebook before I left

15 the house and said, "Do you have the papers concerning Ruff-PAC?"

16 She just threw this in my window.

17 MR. RAICH: While you look for that, we will go off

18 the record.

19 (Off the record.)

20 MR. RAICH: Back on the record.

21 Would you please mark this as Exhibit A.

22

I
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1 1 for release, which could be revised by somebody,, if they weren't

2 satisf ied with it?

3. A Yes.

4 Q Does that include pages three and four of Exhibit A?

5 A Yes, it does. I think, as I want to point out on

6 page one of that Exhibit A, I said in the second paragraph that

7 it could be altered, if he wanted to, but he would have to send

8 it back to me, and I would see if I could, with a clear

9 conscience, sign it.

is You were referring to the second paragraph of Exhibit

S A, page one; is that correct?

LO12 A That is right, which talks about pages three and four.

V)13 Q Was this ever redraf ted and sent back to you for

14 subsequent approval?

15 A Stoddard told me in a conversation, about a week later

16 on the phone, that they were possibly going to try to rewrite it

17 or make some alterations that they thought were a little less

18 offensive, but I never saw anything. They never submitted

19 anything to me.

20 1 never got any comment from Ruff as to whether or

21 not he would drop any potential lawsuit, which I assumed that he

- -22 would.



51

1 0 Looking, for the moment, at page one of Exhibit A, it

2 is dated May 8th, 1987?

3 A That is correct.

4 0 Approximately how long after your meeting with Howard

5 Ruff did you write this letter?

6 A I would guess it was about two to three weeks.

7 Q It is accurate to say that your meeting, which was

'J 8 a dinner with Howard Ruff, was actually in April of 1987; is

9 that correct?

10 A That is correct.

--1 I wish I had saved the first six months of my day-timer

LO 12 because then I would know, but I would say it is safe to say

13 April.

14 Q You mentioned-in the fourth paragraph from the bottom

iZ on page one that "I haed.t clear to Harold that I would no longer

16 take part in any investigation of FTE, Ruff-PAC, or AHC."

17 A Yes.

18 0 Did you, in fact, not take part in any further

19 investigation of those entities?

20 A Yes, and by that I mean from that point on I have not

21 had any contact with the news media. That is what I meant.

22 on page one, also, in that last paragraph, the last

a NOM MOMM---I
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She expressed concern for Harold Goode and his wife,

who are friends. She said, you know, "They could lose their

Ir)
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of those veiled threats?

A I am not aware of any.

In haphazard conversations with Goode, once or twice

since that time that I have seen him in church, I have asked,

"How is your status? Are you being sued?" Goode has always

told me, "No."

Q Was there an impact on your wife when she received

a veiled threat of a lawsuit?

A Very definitely. She had a great influence on wanting

me to cooperate with Ruff, you know, in issuing some sort of a

statement that placated him, Mr. Ruff.

Q Did she make any statement at the dinner itself?

A I don't recall her making any statement plea, or

anything like that, but she definitely told me she didn't want

to be sued, and I think she might have said something to that

effect, but for the most part, she just kept quiet.

Q It would be accurate to say it was a large impact on

her from the threat that she received at the dinner; is that

correct?

A That is very safe to say.
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home, if they are sued."

2 0 At the very end of the second paragraph from the

3 bottom on page one of Exhibit A, you state that you will issue

4 a retraction, if Mr. Ruff states that you were dismissed for

5 "incompetence."

6 Had Mr. Ruff made any such statements about you?

7 A Yes.

U) Let me just make a correction to what you just said.

9 I didn't say that I would issue a retraction. As it states, I,

1t in the interest of privacy, I was saying that ' hope you do notC

11 involve me in any lawsuits you may bring or in further statements

12 to the media," in other words, I don't want my name to pop up.

13 It was my understanding, again, from the interview on

14 KSL TV, where Ruff had used my, if not my name, he had dismissed

15 all of us in kind of a group saying that these are just a bunch

16 of guys grinding an axe, who were all dismissed for incompetence.

17 My crux there, my intention there was to give him, basically,

18 for him to suggest that he was being done -- his reputation was

19 being done harm. He just turned around and made a slap at me

26 that was undeserved.

21 In the dinner conversation, he kind of issued a

22 retraction privately. He said, "If I said that, I apolooize.



55

1 1 didn't man that."
2 Q What he meant by that was that if you were dismissed

3 for incompetence, he did not mean it; correct?

4 A Correct.

5 He had again issued some kind of veil claim that if

6 I issued some kind of statement that was acceptable to him, the

7 gist of it was that he would issue some kind of statement saying,

*10 8 "Mr. O'Mara was not incompetent," you know what I mean.

C9 Q Did he ever issue such a statement?

13A Not that I am aware of.

11 0 A statement that would have been acceptable to him

If) 12 would have been something like Exhibit A, however, it was not

13 acceptable to him; is that correct?

C7. 14 A Yes. From what I understand in talking with Stoddard,

15 it really wasn't all that acceptable to him. It didn't do him

rh16 any good. That was what the thrust of what Stoddard tells me.

17 I don't know if page three and four were ever used in

18 the media or not. They may have been, but I don't know. I

19 think that Ruff just kind of let it die down.

23 Q Do you know if he has made any other statements with

21 regard to this issue?

22 A I am not aware if he has or not. The problem with
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1 what happened here earlier in the year was a media blitz that

2 they had out there for a week or two, in the papers and on the

3 TV stations. It was in Salt Lake. I can't tell you much about

4 what happened. I don't know what the exchange was.

5 Stoddard made a couple of conversations to me over the

6 phone during that time,, telling me that he had refuted some

7 things, but other than that, I don't know.

8 Q Turning to Exhibit A, page.two, in the last paragraph,

'K)9 you speak about Harold Goode. You state in the second to last

jg sentence, "Taking Harold out of the picture will solve many

11 problems."

U 12 By that, do you mean that if Mr. Ruff were to have a

13 face-to-face meeting with Mr. Goode that problem would be taken

C- 14 out of the picture?

V)15 A Yes, that is basically what I meant. The gist of my

1N6 statement was that one of the things that this dinner with him

17 and me and my wife might have accomplished was to take some of

18 the animosity out.

19 Therefore, if you take the animosity out and there are

29 no personal feelings involved, then maybe Harold won't be so

21 zealous in contacting the news media. Again, this pretty much

22 relates to the publicity surrounding this thing, you know, not



1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

20

21

22

to

MO

n



1

2

3

4

15

16

7

8

9

12

13

14

15

16

17

18

19

29

21

22

X,)

tn

r~)

V



59

1 records,, mad'a lot more money and is still working as opposed

2 to Goode.

3 In my own situation, I had complained to Stoddard

4 several times about waste, progressively, and during that time,

5 1 am sure that he leaked it like a sieve to Blair, because I

6 went from the fair-haired child in Blair's eyes to persona non

7 grata.

0 8Q You think this is because of things Blair said to

9 Ruff about you; correct?

A That Stoddard said Blair about me.

11 That Stoddard said to Blair about you?

U) 12 A Yes.

13 My coimments to Stoddard were thrust under -- we were

CN 14 sending out fundraising letters that are talking about programs

n 15 that aren't really being done, and the fundraising could have

16 been a lot more effective, if we targeted certain groups for

17 a substantially more support, but that they would need things

18 like an annual report.

19 1 can remember visible reaction by Blair when I said

20 that in his presence.

21 Q That an annual report would be needed?

22 A Yes, to show people where the money is going, you know,
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.1 some of these high dollar contributors,, some of the best

2fundraising vehicles for non-profit is to give them a small,

3 little annual report showing them where the money is going.

4 Maybe it is subjective, but I detected a visible

5 reaction by Blair during this period of time, the transit ion,

6 where all of a sudden I noticed that Blair wasn't talking to

7 me much anymore, and all of a sudden finding fault with me,

8 instead of patting me on the back left and right.

9 Q What was Blair's visible reaction that you observed?

16A For that comment?

11 Q Yes, for that comment about the annual report.

12 A Just a very negative-type of thing. He seemed a

13 little bit startled, maybe even -- I don't remember -- glanced

C-.14 at Stoddard, but didn't answer it in any way and, you know,

15 kind of terminated the conversation pretty qruickly.

16 0 There was no subsequent discussion of having an

17 annual report?

18 A None that I can really recall, no.

19 Q In the second paragraph of page four of Exhibit A,

20 there was the quote we previously discussed about becoming

21 financially rewarded if you keep your mouth shut.

22 Did Blair actually ever state those words, or is that

I



1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

20

21

22 Is that an accurate statement?

I
I

what you perceived his attitude to be?

A If he ever did say it, I don't remember. I just

perceive it as that is what it was.

I know that in the couple of weeks leading up --

on or about September 8th, is when he made that first initial

threat of putting me on probation.

0 This is September 8, 1985?

A Yes. I am jumping ahead a. little bit.

Between then and about October 8th of '85, whenever it

was that we actually formally terminated it, he never said

anything specifically wrong about performance or anything like

that, but I remember a couple of times during that 30-day period

when I would argue with him about some kind of procedure, he

would say: You are going to have to learn the way I do things,

or you are not going to be around, or something like that.

I remember he said once "the way I do things," so I

just attribute that comment to the same type of perception I

got.

Q Looking down to the fourth paragraph on page four of

Exhibit A, you state: "I am not aware of any illeqal conduct

by Blair."
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1 I can't claim to say that I know specifically that

2 something was a violation of law is all I am saying there in

3 paragraph four.

4 C) You mean, in other words, that you are just not

5 familiar, personally, with any laws?

6 A That is correct. My own lack of, should I say,

7 knowledge of Federal regulations in those areas prevents me from

8 jumping up and saying: Yes, I can point to anything that he has

9 done illegally.

What I did not say in this statement, of course,

Sbecause it was tailored to try to blunt any personal harm being

12 done to Ruff, was that I would not be the least bit surprised

13 and I would find it very probable that he did violate some things

14 0 Do you feel that it was probable that Blair did violate

.15 something, some regulation or law?

16 A I have no doubt.

17 Q At the time that you worked with Stoddard?

18 A I had no doubt about it then and I have no doubt about

.19 it now.

20 Q Looking to the last paraqraph of Exhibit A, in the

21 last sentence, it states that you have no doubt that Stoddard

22 was coerced into dismissing Goode by Blair.
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1A That is correct.

2 Blair constantly complained about Goode in front of

3 you and others?

4 A That is correct.

5 Q Why do you have no doubt about that?

6 A Because, as I have explained there in the last phrase,

7 he constantly complained about Goode in front of me and other

8 staff members, telling people that Goode was abrasive,,

9 threatening to fire Goode constantly, so I believed that he

,g wanted Stoddard to carry out the dirty work there and, again,

11have somebody cover his tracks for him.

12 0 Somebody cover Blair's tracks?

13 A Yes.

C,14 There had to be some real or imagined offenses by

n 15 Goode against Stoddard to actually afford Blair to feel safe

16 having Goode eased out.

17 If he could get Stoddard to claim that he was

1-8 incompetent in working for Stoddard,, then he could all the better,

19 That way it didn't have to have Blair's impri~eur as far as

20 kicking Harold out in the street.

21 Q Is that what happened? Was Goode dismissed by

22 Stoddard?

I I
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1 A He was dismissed by Stoddard.

2 0 Not officially by Blair?

3 A Not officially by Blair that I am aware of.

4 In other words, as far as I know, Stoddard said: This

5 is my decision, I am kicking you out. As far as I know, he

6 didn't call in Goode and say: Neal told me to fire you.

7 Q At the time that you worked there, were you aware of

8. displeasure by Stoddard concerning Goode's performance of his

9 duties?

A I was aware of a general displeasure, but you know

11what is funny is that on three different occasions, one was the

Lr) 12 day that he fired Goode, I said: Why did Harold get fired.?

13 Another one happened sometime, I think, before

14 Stoddard left the organization, and another one occurred, I

15 think, right at this dinner conversation that we had.

rK16 All three times, I asked Stoddard, I said: What was

17 it about Harold that justified dismissing him?

18 Stoddard said: He was terrible. He was horrible.

19 He didn't do -- just general comments -- he was totally

26 incompetent.

21 I said: Specifically what? On all three occasions,

22 it is funny, Stoddard mentioned the sane incident, only one.
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1 firing him, and I asked him three different times.

20 And you saw Blair continue to say bad thinqs about

3 him?

4 A I remember I had been there one month, in May of '84,

5I remermber sitting in a restaurant in San Diego,, at one of these

6 conventions that we go to for Ruff-PAC, and at the time Blair

7 was ranting and raving about how he was going to fire Goode if

8 he didn't get his act together.

9 The gist of that at the time, what he was complaining

19 about, I can't remember, was something to the effect that,

11 again, Goode was talking about improprieties with the payroll.

if)12 Something was wrong with the payroll,, and they weren't following

13 it by the book.

14 The thrust of Blair's rem~arks were: That guy is so

15 confrontational, I am going to throw him out and give him one

16 months severance pay.

17 Q This was the first time?

18 A That was the f irst time and the only specifics I can

19 remember, but he constantly complained about Goode.

20 Q What other things would he say about Goode?

21 A The general crux of the comments was something to the

* 22 effect that Harold was tyrannical, demanding adherence to
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1certain procedures. A few didn't suit Blair's way of doing

2 things.

3 Q That was again general displeasure?

4 A Yes. Having his comptroller dictate to him what he

5 could and couldn't do with money.

6 0 Do you recall approximately how long before Mr. Goode's

7 dismissal this interview took place with a female accountant

8 job at which Goode discussed converting her?

9 A I believe it happened when we were in Centreville,

igwhich would mean that it was sometime between the time I got

S there, April of '84, and Thanksgiving of '84, that weekend when

LO 12 we moved out of Centreville and into the Fairfax office.

In13 Q Can you be more specific? Do you recall when it

C71 14 happened with regard to other events, or with regard to Goode's

15 dismissal?

16 A I would guess that it was before August,, because

17 it was in August of '84 that I remember I talked to Stoddard and

18 1 knew that there was great displeasure with Goode, and I said:

19 Is Harold going to be around here much longer?

26 Stoddard told me: I basically told him that he is

21 not welcome, he ought to look for another job.

*22 So, if that interview with that airl really was the
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1 justification for dismissing him, then I am going to guess that

2 it happened between April of '84 and August of '84, but that

3 may have been something that happened later which they just kind

4 of threw in as a justification. I wish I could be more specific.

0 Did you ever see an article in a newspapen itiue

6 to contributors praising Harold Goode's performance?

7 A Yes, definitely. I wrote it.

8 It was one of the articles in the newsletter that we

9 sent out to contributors once a month. I think you had to

iecontribute $15 to get a copy of The State of the Nation, it was

j~L a varying amount. I think it was either Stoddard or Blair's

Lr ~ 12 idea to do a focus in on a certain employee of the month, or

13 something, and it was Harold's turn, one tim.

14 I wrote up this thing, and it had to go through

5s Stoddard and Blair. They had to approve the conuments there.

16 1 wrote up a thing describing what a great guy Harold was, and

17 how zealous he was. Stoddard and Blair had laughed about it

i18 and approved it.

19 They didn't laugh out loud. Maybe there was a smile

28 or something, but they approved it and had it sent in for

21 publication.

22 Q Do you know why they smiled?
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1A Over the fact that since I knew that he had been

2 accusing and confrontational, I threumf in a paragraph at the

3 end that said: Harold is confrontational. He is a raving

4 sexist, and he has 4lusions of grandeur.

5 I did that as a joke to see if they would catch it,

6 and of course Stoddard caught it and howled and laughed and he

7 showed it to Blair who howled and lauahed. That was it. That

8 was deleted and then the commuents were still there.

9 1 should say, when I wrote it,, all the-comments were

~*appropriate. The guy really impressed me with how conscientious

1L he was.

12 Q Just to clarify the record, the reason Stoddard and

13 Blair laughed was because of an intentional joke that you had

C 14 Put?

n15 A Yes, the last paragraph.

16 Q Did you mean that paragraph as a joke?

17 A Absolutely. We passed it around to everybody and

18 laughed about it. We showed it to Harold, too.

19 Q Did he also think it was funny because it was a joke?

20 A Absolutely.

21 Q We have discussed people being fired from their

22 Positions at Free the Eagle and Ruff-PAC. We have discussed

I
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1 threats of lawsuits. We have discussed negative comments made

2 to other people in the organization and to the press that have

3 been directed at individuals who attempted to bring light to

4 the activities going on at Ruff-'PAC, Free the Eagle and other

5 connected organizations.

6 A Yes.

7 Q Are you aware of any other retaliation that has been

8 taken against any of those individuals?

9A Do you mean towards the organizations that Blair is -

16 0 1 mean by the organizations or individuals connected

- 11 with the organizations against you or other people who have

12 been bringing these matters to light?

13 A only one I can think of off the top of my head. Let

C_14 me think if there is others.

15 Since most of the principle players involved, most

r~h. 16 of them are members of the same church, the Mormon church, the

17 question about, which is the thrust of my cover letter in

18 Exhibit A, here -- people who are supposed to be good Christians

19 going after each other with -- calling each other in before

26 civil authorities might seem somewhat hypocritical.

21 Stoddard told me in a phone conversation, in about

22 May of '86, that Ruff was seriously going to approach church
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authorities -- Goode and I, obviously, are subject to the same

church authorities. We belong to the same what is called "stake,"

in the Mormon church. It is the ecuivelent to a catholic

diocese. He would go to the church authorities and have us

hauled in for a church court for being so vindictive and

spreading lies about him, or what he considered to be lies, et

cetera.
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You were explaining?

Stoddard said that he and Ruff were qoing to go after

0r.

C

Stoddard clearly talking to me about doing that to

Goode, I think he said. It is hard to describe. He was trying

to -- I know what he was trying to do -- he was trying to say

in so many words, we are going to go after you, but it was

veiled. He couldn't come out and say that to me.

He said: Because we know that that document that they

gave to the news media -- Carneal's memo -- was stolen. We

know that that was stolen.

Can we go off the record?

MR. RAICH: Let's go off the record.

(A brief discussion was held of f the record.)

MR. RAICH: Let's go back on the record.

BY MR. RAICH:

i
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the local church authorities in the Fairfax, Virginia, stake

2 and have whoever it was that stole the Carneal memo hauled in

3 for church court.

4 Since I was involved in efforts to talk to the news

5 media, I had interpreted that that he wanted to basically haul

6 me in for a church court. I know he was talking about Goode and

7 I believe he was inferring me, because I think they thought that

8 I was the one that stole the Carneal memo.

9 To answer your question, that is the other incident

ii that comes to my mind as far as efforts to get back at people

II who were exposing this thing.

If 12 Q Is that the only other form of retaliation you are

13 aware of that was taken by those people at those organizations

14 against individuals who attempted to bring improprieties there

V) 15 to light?

16 A Maybe there is one other one.

17 Q What is that?

18 A That is that Chuck Newton, who -- off the record.

19 MR. RAICH: Off the record.

20 (A brief discussion was held off the record.)

21 MR. RAICH: Back on the record.

22
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1 BY MR. RAICH:

20 You were explaining another form of retribution.

3 A I believe that Newton's dismissal -- technically, I

4 understand, it was reduction in force, but he was the only one

5 reduced in force -- I believe that was a form of retribution.

6That he was being used as a scapegoat for some of the other

7 efforts to expose the organization, or just for talking to me

8 and Goode.

9 Q Do you know of any other forms of retribution taken

16 against people who were bringing to light improprieties?

A I can't say that I am aware of any right now, no,

LI)12 other than this church business and the dismissal of Newton.

13 0 Previously, you mentioned the name of an accountant

0 4 who had worked for Free the Eagle and you said that his first

15 name was Dave, but you could not remember his last name.

16 Was his last name Curran, C-u-r-r-a-n?

17 A That is correct.

18 Q Do you also know his address and phone number?,

19 A I do.

26 Q Is his address 5374 Nevada Avenue, Northwest, in

21 Washington, 20015?

22 A That is correct.
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1 Q Is his home phone number

2 A That is correct.

3 Q Is his office number 722-8635?

4 A That is correct. Those are the last address and

5 phone numbers I have for him.

6 0 You mentioned earlier, discussing the work that you

7 did for a year and a half, you said that you worked for Viguerie.

IS 8 Had you ever actually worked directly for Viguerie,

9 or did you just work with him in your employment at Ruff-PAC?

C 1 A No. I worked for Viguerie for a year and a half prior

11 to coming to Ruff-PAC.

12 0 Was that immediately before you came to Ruff-PAC?

13 A Yes, it was.

C 14 0 What did you do for Viquerie?

15 A I was an account representative. I was responsible

16 for doing direct mail fundraising for about three or four

17 non-profit organizations.

18 Q I hand you what has been marked as Exhibit One.

19 (The document referred to was marked

20 Government Exhibit Number One, for

21 identification.)

- - 22
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BY MR. RAICH:

Did you write Exhibit One?

Yes, I did.

Why did you write Exhibit One?

I wrote Exhibit One to publicly go on record that I

I may have unknowingly violated FEC regulations.

I wrote Exhibit one at the urging of Mr. Harold Goode.

Who delivered this letter to the Federal Election

1

2

3

4

5

6

7

a

9

12

13

14

15

16

17

18

19

20

21

22

Q Why did Goode deliver this?

A Because he had the backup documentation that I needed.

I had some of it.

Q For the record, this does not include all of the

documents that came with the letter; does it?

A No. As I am looking through it now, I see it does

not include the pages of the FEC reports which were pertinent

to this, which Goode had.

QIs the letter true and correct to the best of your

knowledge?

I 
I

C

If,

r')

C'

A If I recall, I delivered it myself. Wait a minute,

I have to stop and think. No,, I delivered the follow-up letter,

this one was delivered by Goode, himself.
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1A It is true and correct, to the best of my knowledge.

2 0 Why did Goode urge you to write this letter?

3A He warned me that if it was ever exposed that certain,

4 in whatever the statutes of limitations are, if you guys have

5 any, I could be subject to stiff fines and a record. I don't

6 know if it is criminal, but certainly a record of some kind of

7 civil violation.

CO That was my prime motivation. Goode said: Don't

-o 9 worry. I don't think that they are going to do anything to you,

isIt could have a good salutory effect on calling attention to

what is going on at Ruff-PAC, but that was kind of tangential.

to 12 The main purpose was, he said: to get yourself out of trouble

13 before, if the FEC ever comes down on Ruff-PAC for all of the

C~k14 illegalities that they have done, you want to make sure that

n15 you are out of the way and you are clean.

rX16 0 I would like to ask you a couple of questions about

17 some specific statements in this letter.

18 on page one of Exhibit One, at the end of the third

19 paragraph, there is a quote by Jacobs. It says: Jacobs came

26 into my office to tell me that he would "just have to juggle

21 some funds around from American Heritage Centre."

22 Did Jacobs actually make that statement in those
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words?

A Yes. To the best of my knowledge, he actually used

the words "Juggle," "funds," and "American Heritage Centre."

You just have to juggle the figures a little bit from both

5 organizations.

6 0 The letter you wrote to the Federal Election Commission

7 discusses a transaction you participated in, wherein, you

8 received money from American Heritage Center and with the

9 proceeds that you received from American Heritage Center gave

ii a similar amount to Ruff-PAC.C

11 Subsequently, you received reimbursement from Ruff-PAC

12 and reimbursed American Heritage Center.

13 Does that accurately describe the transaction that

14 you discussed in this letter which is Exhibit One?

15 A Yes, it does. I got, basically, a loan.

16 American Heritage Center handed me a check for a

17 certain amount, my understand was I would write a check for an

18 equal amount to Ruff-PAC, thereby giving them enough funds to

19 have the postage for the mailing, and then I would be reimbursed,

20 and I would -- I would be reimbursed from Ruff-PAC in due time,

21 and then I would pay back the money to American Heritage Center.

- 22 Yes.

I I
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1 When this transaction was to you, before it actually

2took place, did you ever feel that you had the option not to

3 contribute to Ruff-PAC with the proceeds that you received from

4 American Heritage Center?

5 A No, I did not. I think I spelled it out in the letter,

6 and certainly in the follow-up letter. I felt I had no option

7 in this.

C)8 The circumstances involved whereabout I received a

9 threat by Blair, out of the blue, on September 8th, that if I

ieever affected a mail date or caused a mailing to go out late
11again, he would put me on probation or fire m.

U)12 0 For the record, is that what you discussed in Exhibit

13 one, page two, in the first paragraph, where you state: "Despite

14 the fact that he had previously described my performance as

15 'outstanding,' he threatened to place me on 'probation' if the

rN 16 missed mail date was mzy fault."?

17 A That is correct. As I said, there in that paragraph,

is it happened three weeks before, approximately, meaning the

19 first week or so of September, September 8th, September 7th,

20 something like that.

21 It was that particular mailing that we were concerned

22 about. I guess there was a problem as far as the copy arriving



S in time. I can't remember what it was, but he faulted me,

2 initially, jumped on me and said: by missing this mail date

3 you are going to cause great financial harm to this organization.

4 will fire you or put you on probation if it happens again.

5 was shocked.

6 So, when, as this letter explains, as Exhibit One

7 explains, when the situation came up that Ruff-PAC needed money

8 for the mailing -- in other words, the mailing was ready to go

9N and the last thing it needs is money for the postage -- I really

j# felt I had no option. But, as I explained, at the time what

11 Jacobs told me,, it didn't seem there didn't seem like there

U112 was anything illegal anyway.

1I) 3 1 don't know if I have gone too far,, but then a couple

C:14 of days later, I actually brought my checkbook for the

15 transaction, it was even closer to the mail date, so there was

16 even more urgency, and it was at that time that Jacobs told me

17 not to write out a contribution for the exact full amount -- I

18 think it was $2,950. 1 was qoing to get $2,950 -- No.

19 1 wrote a check to Ruff-PAC for- $2,950 and when I said,

20 "What is the $50 difference," then he said, "we don't want to

21 make it too obvious what we are doing." That was the first

22 suggestion that there would have been anything wrong.
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1 What I am graying is: at no time did I feel I had

2 the option anyway, but it wasn't until then that I had any kind

3 of sense that there was anything illicit about it.

4 Q The notice you received from Ann Stone Associates

5 concerning the need for money took place a few days before you

6 wrote your $2,950 check to Ruff-PAC.

7 Is that correct?

8 A Yes. That is correct.

ON 9 Did you write that check to Ruff-PAC on the same day

!**,%1I that you received the $3,000 check from American Heritage
0D

11 Center?

LO 12 A I believe I did. I think I got them at the same time,

n 13 or maybe I got the check that day, and I wrote the check to

14 Ruff-'PAC two days later. I can't remember. It seems to me it

to15 was the same day.

16 Q Looking at Exhibit one,, page two, in the second

17 paragraph, you again quote Jacobs, stating: When I questioned

18 the discrepancy between the two amiounts, Jacobs said "it

19 shouldn't be too obvious what's happening."

20 A Right. That is when I had the checkbook in hand and

21 the pen in hand and was writing it out.

-- 22 0 Is that statement by Jacobs a correct rendition of
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1 of Jacobs' actual words?

2 A Yes, words to that effect. Yes, "it shouldn't be

3 too obvious what's happening. we don't want to make it too

4 obvious what we are doing," words to that effect. Yes, that is

5 very correct.

6 0 Was there ever any other explanation given to you for

7 the difference in the amounts between the two checks?

8 A None whatsoever.

9 Q Was it ever stated to you that you could have $50 as

13 interest for the time?

11A I think he said something to the effect that: you are

12 going to make out $50, temporarily. Whenever we eventually

13 cancel this transaction, you are going to have to pay the $50

14 back, but just consider it something you can hang on to in the

15 meantime, make interest, or whatever.

16 Q Is it accurate to say that at no time did you or

17 anyone else ever entertain the thought of not writing a check

18 for approximately $3,000 to Ruff-PAC after you received the

19 $3,000 from American Heritage Center?

23 A That is very safe. As I explained, the total sum

21 needed was around $9,000. The transactions were divided equally

22 between Jacobs, myself, and Blair, it was my understanding.
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1 Blair and Jacobs were going to do the same thing I was doing,

2 and there was no hesitation at all as to what we were going to

3 do.

4 Q Did you have any independent way of knowing that

5 Jacobs and Blair also contributed to Ruff-PAC with proceeds of

6 a loan from American Heritage Center, or is that just things

7 they told you?

qT8 A It was just what they told me. of course, I could

9 have looked at the FEC reports later and found out, but not at

10 the time.

11Q Do you know why you were paid back your $2,800 at the

LO12 time that you were paid back?

13 A I just assumed that it was because they had to get

C7, 14 the money back to American Heritage Center, because that was

ro 15 their money -- the American Heritage Center's money. It was

16 my understanding that this whole business was just a loan,

17 loaning the money to Ruff-PAC and then paying it back. So that

18 they could have postage and then give it back to its rightful

19 place. That is the only reason I knew of.

20 1 think, as I explained, Jacobs just told me at the

21 time, a month later, when I was actually ready to sign the

22 paper, he said -- what was the exact words he used -- that
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2 0 Do you know why you were paid back approximately a

3 month after you wrote your check to Ruff-PAC?

4 A I don't know. I did not know there was any

5 significance to the date. I just assumed it was until the

6 PAC had enough money in its account that any other expenditures

7 they wanted to make would be covered with the contributions

LO8 they received.

019 Q Did you have any information with regard to when

~gBlair and Jacobs received reimbursement for their loan to

ii Ruff-PAC?

12 A None whatsoever. I have no idea.

13 Q on page two of Exhibit One, in the fourth paragraph,

14 in the first line of that paragraph, you discussed an accounting

15 employee who produced some papers for you to sigyn.

16 was that accounting employee Marilyn Price?

17 A Yes, it was.

18 I am sorry what paragraph are we in?

19 Q The fourth paragraph on page two of Exhibit One.

20 A Right. I remember it was Marilyn. Yes, there it is.

21 Q In the very next paragraph, in the second sentence of

-22 that paragraph, you state that you attached two "repayment
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receipts."1
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A Yes.

Q Are those the letters which are Exhibit one pages

three and four?

A They are, yes.

Q Do you know who composed these two letters?

A I thought that it was Marilyn Price herself. Somebody

composed, obviously, the one that I signed. I thought that it

was Marilyn at Jacobs' direction, but it may not.

Q Do you know who typed the letters?

A I am assuming it was her also.

Q Do you know if they were both prepared on the same

day, even though they are dated on different dates?

A To the best of my knowledge, it was the same day,

because I recall signing them pretty much both at once. I think

I recall signing them at once.

I might just add something about that. It may not

be important, but the sequence of events here, if I can back

track: the initial threat of around September 8th; and then

two weeks, three weeks later, the need for the postage money

creating the urgency there; and then the unexpected termination

about two weeks after that, around October 8th; then, about
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BY MR. RAICH:

Do you recognize Exhibit Two?

Yes, I do. This is the check wherewith, obviously,

$3,000 loan from American Heritage Center.

Why didn't you endorse the back of the check?

I don't recall. Of course, any check that I bring

be honest, I just hand them to my wife, and she handles

C-1

employee, I just wanted as little to do as Possible with the

organization.

Q Have you at any time considered not repaying American

Heritage Center with the $2,950 you received from Ruff-PAC?

A I guess if I had been smart, maybe I wouldn't have,

you know. I didn't even stop to think of that, but sure, that

is a good idea. I should have done it.

No, I didn't think of it.

Q It was not presented to you as an option you would

have had; was it?

A No.

QI show you what has been marked as Exhibit Two.

(The document referred to was marked

Government Exhibit Numiber Two, for

identification.)
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the deposits of them. I am sure she handled this one also.

0 I hand you what has been marked as Exhibit Three.

(The document referred to was marked

4 Government Exhibit Number Three,

5 for identification.)

6 BY MR. RAICH:

7 Q Do you recognize Exhibit Three?

8 A Yes. Obviously, it looks like the refund of my

9 contribution.

1i Q That is by Ruff-PAC to you?

11 A That is correct.

tn 12 Q Why didn't you endorse the back of that check?

13 A It looks like my wife's handwriting up at the top

14 saying "For deposit only." I can't say it was anything special

15 other than just giving my wife the checks like I usually do.
r1N

16 Q On approximately October 29th, 1985, did you have

17 your checkbook with you in the office to write out a $3,000

18 check to American Heritage Center?

19 A Yes, I did.

20 Q Do you normally keep your personal checkbook with you

21 in the office?

22 A No. I normally did not. In this case, you see, this

- I
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1 is the refund of the contribution.

2 To write out the $3,000 check?

3 Q To write out the $3,000 check.

4 A No, I normally did not, and to be honest with you I

Sdon't remember if I had the checkbook there, but I am sure what

6happened was that Jacobs warned me ahead of time what I was

7 going to need and so I probably would have had my wife, like I

o: 8 usually do, when I need a check she just tears out a check and

9 gives it to me. Maybe she even wrote it out herself, I doubt

~g that, but I probably just had one check in my possession at the

- time.

U 12 Q Do you have access to copies of your $2,950 check to

Nr13 Ruff-PAC and your $3,000 check to American Heritage Center?

Q 4 A I am sure I do. Yes, we keep all our cancelled checks.

15 Q Can you send me copies of both sides of those two

16 checks?

17 A Yes, I will do that, definitely.

18 MR. RAICH: Off the record.

19 (A brief discussion was held off the record.)

20 MR. RAICH: Back on the record.

21 BY MR. RAICH:

-22 Q In September of 1985, did you know why American
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1having a certain amount of individual contributions. I think

2 they went around to like ten people, or 15 people in the

3 organization to contribute five bucks for a total of $75.

4 It sounds stupid, but what I heard was we all had to

5 contribute, hurry up and contribute. It was like hurry up,

6 do it now, we want to get on the record. It was done within a

7 matter of minutes, and then we would be reimbursed, which we

8 were about a day or so later with checks or something like that,
C, 9 I think.

CS Do you recall whom you were reimbursed by?

11A I am sure it would have been by the accounting

LO 12 department. I would guess that it would probably be by
to

13 Marilyn Price, but I don't know.

C"14 Q Do you know if you were reimbursed with funds of

n15 any particular individual or organization?
r>

16 A I can't remember where the funds came from, to tell

17 you the truth. It was one of the Free the Eagle organizations.

18 Either Free the Eagle or Ruf f-PAC or American Heritage Center.

19 Q Do you recall whether you were reimbursed with cash

20 or with checks?

21 A I can't recall.

-- 22 Q Nor do you recall who handed you the instrument by
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you?

A I am sure that they had my name and address from

being on the record at workinq there. I certainly didn't tell

4 them I was self-employed. I didn't fill out anything recording

5 my contribution. I didn't describe myself as a journalist,

6 somebody else has done that.

7 Q Do you know how?

\0 8 A Whoever filled out the report, I guess.

9 Q Do you know who at Free the Eagle or Target Publishers

or some other connected organization would have given that

information to Financial Freedoms Political Action Committee?

LO 12 A I am sure it was Blair, because he was the one that

13 basically told us to hurry up and contribute to it.

14 Spencer Lee, right above me, he is not self-employed.

15 It is also kind of a lie to say that Maria Cohilas works for

16 Target Publishers.

17 Q Was Spencer Lee a journalist?

18 A Yes. He was my assistant working at Free the Eagle.

19 Maria was the receptionist for Free the Eagle.

20 Holly Armstrong, on the next page, she is my

21 assistant. Myron Kaller at the bottom of the page, he had his

22 own business.



1 Q Was he affiliated with you in some way?

2 A He was one of these coin dealers. He was the

3 authorized North American agent for the British Royal Mint.

4 In other words, the British Royal Mint, a lot of their coins

5 that they marketed in America went through him. So, we were

6 frequently offering his coins in a direct mail venture for

7 American Heritage Center, wherein, American Heritage Center

8got money,, he got money and money went to Free the Eagle, or

9 Ruff-PAC, or whatever.

Q Did he work in the offices?

A No. He never worked -- Their address is correct there

V) 12 for him.

13 Q Would he have happened to have been in the office

C_ 14 that day?

15i A I don't believe he was. Somebody might have just

16 turned in money for him, and got his approval over the phone.

17 Q Looking down the rest of the names on the list that

IS starts on page three of Exhibit Four, is the information

19 contained there about the other individuals correct, to the

29 best of your knowledge?

21 A I don't know who Mary Ball was. Sue Petersen, that

22 i'is not true, she was employed by Free the Eagle.
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10 Was she a consultant?

2 A No, not a consultant.

3 Newton, that is technically correct. Newton, obviousll

4 threw in five bucks for his wife. I don't know who Haynes is.

5 I don't know who Merrill is. Lorretta is correct. Martha

6 Jenkins, correct. Elaine Morton, correct. Patty Shea, correct.

Lee, O'Mara wrong. Cohilas, wrong.

o 8 Q Wrong because she didn't really work for Target -

9 Publishers?

C-7 |A No, she didn't work for Target Publishers.

11 Kaller, correct. Beckstead, correct. Armstrong,

2t 12 wrong. Ruff, correct. Stoddard, correct. Stoddard, correct.

13 Price, probably technically correct, I don't know.

14 Q Why do you qualify your statement?

15 A Actually, like I said, all of us who work for Free the

16 Eagle put in time for projects on Ruff-PAC and American Heritage

17 Center. We fill out our time cards appropriately, and she

18 possibly could have been construed as that. I think that is

19 incorrect, basically, she was a Free the Eagle employee. That

20 is really stretching the truth.

21 Best, correct. Stevenson, correct. Blair, technically

22 correct, but his main job obviously was president of Free the
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1 Eagle. I don't know who Steinberg is.

2 0 Do you recall the individual who came into the office

3 stating that a five dollar contribution was needed?)

4 A I wish I could remember, I am guess that it was --

5 It could have been Marilyn. It could have been Stoddard. it

6 could have been Blair, himself. I wish I remembered. I don't.

7 Q Could it have been Newton, too, or somebody else?

8 A It might have been. I don't really -- I think I

9 would remember if it was Chuck, but I don't recall.

~,*j Q Do you recall whether you paid your five dollars in

n cash or with a check?

tfO 12 A I am sure it must have been in cash,, because, as I

Nr13 said, I almost never have my checkbook.

C- 14 Q You said you were reimbursed two days later, a few

15 days after October 19th?

16A I wouldn't swear to that. It might have even have-

17 been the same day. It seems to me it might have been. As I

18 recall, I am pretty sure it was right at the end of the day

19 that I did get a check or cash or whatever it was. I don't

20 think I had to wait a day on that.

21 Q Do you know of any individuals who had been asked to

22 make their five dollar contribution who did not do so?
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A I am not aware of anybody -- any reason not to make

the contribution.

Q Did you know the reason that these contributions were

solicited?

A As I said, whoever said it, said it in such a hurried

manner that it didn't seem significant. It was just to the

effect that there was a new political action committee that

was being started up centered around -- it had something to do

with ICTA, and they needed -- I guess, to be in technical

regulation to be in compliance with the law, they had to have a

number of individual contributions.

Q That was all that was explained?

A That was all that was explained.

QDid you feel that you had the option not to contribute

to that political committee?

A Not really, I didn't want to jeopardize my job over

five bucks.

QDid you feel if you didn't contribute you might be

fined?

A Maybe not directly, but it would have displeased my

boss, you know what I mean. Like I said, at the time, I was

in good stead, but I knew how much trouble Goode was in because

0
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1 of demanding strict compliance with these things, so I didn't

2 want to be "confrontational," which they accused him of, Blair

3 accused him of.

4 Q At the time, that is, speaking of October of 1984,

you were still in the good graces of Blair and others.

6 A Yes, I was. In fact, I guess I had just gotten a

7 pay raise at the beginning of the month.

8 Q But you didn't want to do anything to antagonize your

9 boss; did you?

13 A No.

-11 Do you know who Howard Segermark is?

12 A I have never met him. I have heard through Goode and

13 Newton that he is, I think, the executive director of Free the

C_,  14 Eagle.

15 He is now the executive director; right?
16 A Yes, now the executive director of Free the Eagle

17 and/or Ruff-PAC.

18 Q Have you heard about him from anyone else at any

19 time?

23 A No. Just those two guys have told me.

21 0 Have you ever heard of Liberation PAC?

22 A I don't recall. I am guessing that I have heard there
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is another spinoff to Blair's cast of some sort of organization

designed to lobby or contribute to candidates who support

liberation movements, anti-communist rebels, and I would guess

that that is probably it.

Q You don't have any independent way of knowing of

Liberation PAC?

A No.

Q Have you ever heard of it other than when I just

mentioned it now?

A No. Not at all.

Q So, you were just guessing off the top of your head

what it was?

A Just guessing what it might be.

o Have you ever heard of Students for a Better America?

A No.

o Have you ever heard of Students for America?

A No.

o Have you ever heard of Students for America Political

Action Committee?

A No.

Q Do you know about any political committee located in

Raleigh, North Carolina?

I
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I A No.

2 0 You mentioned that from April 18th, 1984, until

3 approximately October 8th, 1985, you worked for Ruff-PAC and

4 other organizations?

5A That is correct.

6 Q Do you know approximately what percentage of your

7 time you worked for each organization?

8 A I would guess that 75 percent of the time it was for

9 Eagle, 20 or 25 -- maybe I had better qualify that. over 50

co j maybe less than 75, maybe 60 or something.
C,

11Q Approximately 60 percent for Free the Eagle.

f)12 A Yes, 60 percent Free the Eagle. The remainder of the

13 time was pretty much divided between American Heritage Center

C,14 and the PAC. American Heritage Center probably got a little

15 bit more, but they were about 20/20.

16 Q You mentioned there were also some smaller

17 organizations, too, you did work for; correct?

18 A Yes. They were on the timesheet and they would have

19 been so insignificant that I wouldn't even remember much of

26 anything Ithat I did.

21 1 am speaking of Financial Publishers of America.
22 One that is not so insignificant, I guess, is the Afqhan
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1 organizations, American Afghanistan Foundation or something

2 like that.

3 Q Was there more than one such organization?

4 A Yes. Federation of American Afghan Action, FAAA; AAFEr

5 which I don't remember what it stands for, I remember its the

6same type of thing, I guess it is a C3 organization. It was

7 like a foundation.

8 1 occasionally did some things there, but they didn't

9 have a lot of mail going out. The only things that I might have

iedone there were writing up space ads for them that appeared,
11 soliciting contributions, that appeared in our newsletter.

1!) 12 I guess toward the end of my term there,, they actually,,'

13 the mailing we did -- we did a great big mailing, pushing for

14 money for the Afghans, but I think that was technically a Free

r')15 the Eagle deal. So, that I don't know where my time card would

rN16 have gone, there.

17 Q Would it be accurate to say that you spent less than

18 one percent of your time on these other smaller organizations?

19 A Yes.

28 Q So, it was approximately 60 percent for Free the Eagle,

21 20 percent for American Heritage Center, and 20 percent for

22 Ruff-PAC; correct?



LO

V...

t"

V

1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

23

21

22



105

1 A I don't know if I gave them directly to accounting

2 or to Stoddard for his approval. I think they went riqht into

3 accounting. They may have gone to Stoddard for his approval.

4 I can'It remember.

5o You can't remember what you did with the time sheets?

6 A I can't remember exactly who I turned them into, no.

7 0 But you did fill them out everyday?

8 A Every week day.

9 Q Was there really a differentiation in the minds of

19the employees at Free the Eagle and Ruff-PAC and the other

11 organizations between the various organizations?

If) 12 A No. Not the least.

13 Q Other than what we have already discussed here, are

14 you aware of any other election law violations by any person?

15A Other than what we discussed, in '84, in the Helms

.16 campaign, I believe,, I heard something to the effect that we -

17 I know we at Ruff-PAC printed up a bunch of T-shirts in support

16 of Jesse Helms. I can't remember what cute little phase we

19 put on them, but it seems to me that there is a couple of things

26 on the Helms campaign.

21 Number one, there was the T-shirts that somebody told

22 me that they thought was illegal. Maybe that was just Newton
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1 saying that he thought that was illegal for us to have doneth,

2 0 When did Newton say this to you, at the time or more

3 recently?

4 A At the time.

50 Did these T-shirts say "Give them Helms?"

6 A Yes.

7 Q Did they also have the names "Reagan" and "Helms" on

8 them?

9 A I am pretty sure they did, yes.

Also, in regard to the Helms campaign, Blair's

n1 daughter, who at the time was 17 or 18, I think she had just

IC)12 finished high school, was working for the Helms campaign. That

13 may have been legit, but it seems to me it was Newton again was

14 the one who told me, he said: Hey that is wrong. They aren't

15 supposed to be doing that, because she is a PAC employee and

r1 she is working for the campaign.

17 Q Did he tell you this at the time or since then?

18 A He told me at the time.

19 Q Did you actually see the T-shirts?

20 A I amn sure I did, yes. Yes, I did.

21 Q Do you know what was done with the T-shirts?

-- 22 A As far as I know, they just distributed them down there.,
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1 nothing to do with and I didn't know much.

2 The only involvement I had with the FEC reports was,

3 1 think I mentioned, when I had the idea of how to get through

4 to some of these bigger contributor. My contention was that

5 one of the things they would need is an annual report. I said

6 they should have me work on something -- my idea -- kind of a

7 history of Free the Eagle, or a history of Ruff-PAC. I said:

Ok. 8 if we can come up with something like that that will be a big

9 thing to send to these bigger contributors and they will

if contribute money to it.

11 In order to have like a source book of all these

12 things that the organization had ever done, we had a list of

13 accomplishments and things like that, I had somebody dig through

14 the FEC reports downstairs and make a record of every

15contribution that had ever been given in the first five years,

16and I put that on a diskette. I still have the diskette, but

17 1 never had any need for it. I am sure you could get the same

18 thing out of the FEC reports, themselves.

19 That is the only other dealing that I ever had with

20 the FEC expenditures, and the only thing I know about.

21 0 You mentioned earlier that you really didn't have any

22 knowledge, yourself, of the requirements of Federal Election
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1 accounting at different times.

2 0 The reason you say Goode, Jacobs, Stoddard and Blair

3 would have had knowledge of Federal Election laws was because of

4 the positions that they had. Is that correct?

5A That is correct.

Q Did they ever independently tell you something about

7 what they perceived to be Federal Election law requirements?)

8 A Never while I was there.

\19 Q Since you were there?

isA Just Goode saying in general, obviously pointing this

one out. When he pointed it out to me, I said: Is that wrong?

tf)12 He said, yes. I said: I am sure they must have done it before

13 without me. He said: Yes, they did it all the time.

14 Q You were referring to Exhibit One?

i5 A Yes.

16 Q That was the one that Goode pointed out to you?

17 A Yes.

18 Q You mentioned earlier a conversation you had with

19 Newton where there was talk about activities which he thought

23 violated Federal Election laws.

21 Do you know what those activities were?

-22 A of course, the conversation that he and I had in about



1 October of '84 concerning what he told me what his instruction

2 by Blair to contact someone at the NRCC, the National Republican

3 Congressional Committee. That is the only thing that I can

4 recall Newton telling me about.

5 Of course, I think he was the one telling me about the

6 T-shirts being wrong. About Blair' daughter working for the

7 Helms campaign, I think it was Newton that basically told that

CNJ8 was wrong. other than that, he may have told me about other

CN9 things,, I just can't recall.

13 Q There was a conference call that you mentioned

-11 earlier between Newton and Blair and yourself. Is that correct?

U 12 A Yes, that is correct. Newton, Blair, and myself.

13 Q When there was talk about skirting the Federal Election

14 laws, can you recall what that involved?

M)15 A I don't remember the specifics. I just remember that

.16 Newton had told me before the call,, "Blair has instructed me to

17 go contact somebody at the NRCC to find out what's going on on

18 a certain campaign, whether or not they need our help." It was

19 a certain republican candidate that Ruff-PAC was supporting or

20 favoring and we wanted to know whether or not he needed some

21 help.

22 of course, the phone conversation. I can't remember



112

what the exact circumstances were, but we both ended up on the

phone with Blair. I heard Newton report to Blair something to

the effect that: Okay, I am going to go ahead. He may have

said he already did. He said: I went ahead and called that

person you wanted me to at the NRCC, or I am going to go ahead

and call him, something like that. Acknowledging that.

He initiated the subject, and then, of course, Blair

saying: No, no, no. You can't do that. You know that. I

don 't want you to do that.

Q Did Blair at that time indicate that doing so would

violate the law?

A I think he did say something to the effect that: Yes,

you know that you can't do that. I don't want you to do that.
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As I said, he kept stressing: I don't want you to do that. I

don't want you to do that. So, he was making a point to whoever

else was on the phone line, namely me, that he was against -

he was on record as Newton being -- being against Newton

contacting the person.

I remember Newton saying specifically: Wait a minute.

You told me to do this. What do you want? You told me to do

that or something,, he said. No, no. I don't want you to do

that.
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1 themselves, do,, and what the national party organizations have

2 an effect on it, and how the independent political action

3 committees get involved.

4 1 understood that to be that a wall that was not to

5 be violated, Blair was instructing a guy, Newton, to violate it

6 and then, basically, retracting it in the presence of me.

7 Q Is this something that you understood at the time it

LO 8 was happening, or have you thought about it more recently?

0119 A I understood it at the time.

13 Q is there anything else you can think of that anyone

11 connected with Ruff-PAC said,, to you, demonstrating that they

12 had a knowledge of the requirements of Federal Election law?

13 A Demonstrating that they had a knowledge of FEC laws.

v14 Goode on the basis of the fact that I heard him say general

15 things. He would hai on Blair, saying he is not being in line

16 with FEC regs. Jacobs by the virtue of the fact of his position,

17 and he came in and told me: This is perfectly legitimate. Then,

18 Blair and Stoddard, by virtue of their positions.

19 Q But only by virtue of their positions, not by anything

26 they specif ically said?

21 A I am sure there were things said by Blair, at different

- -22 times,, that I can't even vaguely remember, about what was -- to
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indicate that he knew what he was allowed to do and what he

2 wasn't to do. I wish I could help you. I can't remember

3 anything specific.

4 Q Did Blair ever indicate a particular dislike for the

5 Federal Election laws or toward the Federal Election Commission?

6 A He was always harping on bureaucrats, in general. I

7 can't specifically recall any animosity he had to the FEC. I

8 can't remember any remarks he said to the effect like: We ought

9 to try to get around -- He may very well have done it, but I

just don't remember. It would have been totally in character

- for him, but that is too vague, and I know that is not specific.

!-0 12 I can't recall any particular vendetta he was going
13 to launch or any maneuver that he said gets around the law or

14 something like that, but it would have been totally in character

15 for what he did.

16 I might just say something. I don't know if this has

17 anything to do with it, but Ruff's whole -- If you read Ruff's

18 books -- Ruff is Blair's boss, and Blair is his toady or whatever

19 does whatever he says -- the thrust of Ruff's books and Blair's

20 involvement and Ruff involvement, politically, is that the

21 government is responsible for a lot of the problems with the

22 economy through its regulation and everything like that.
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1 f if you read Ruff's books, he names specific incidents

2 where almost every conceivable Federal agency or independent

3 body has harassed him in some way. They may be legitimate, I

4 don't know. But, starting with the fact that the SEC tells him

sIwhat he can and cannot print. If you read over the books, he

6 just goes around to each one and how each harassed him.

7 The FEC, he may even have named the FEC or something.

8 He talks about the time in 1980,, during the '80 Presidential

9 Campaign, where Carter got the FCC to coerce the station to get

him off the air, because one of his "financial commentaries"

Sreally came out attacking Carter for the hostages in Iran.

12 W~hat I am saying is: it is so pervasive of Ruff and

13 his organization that the bad guys are the unelected

14 administrative branch of the Nat ional government , that , no,. I

15 don't recall anything specific, but there had to be an inherent

16 hostility to any regulation.

17 In fact, when Ruff had dinner with me and my wife,

18 he was questioning my involvement. I said: I am only trying to

19 cover my butt, you know. I an, in trouble with the FEC. He said

29 No, you are not in trouble, or he said: They can't do anything

21 to you anyway. They just make a bunch of laws that they

22 threaten and intimidate people --this is Ruff talking -- that
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1 they can't follow up anyway. You wouldn't be guilty of any

2 civil penalties -- criminal penalties, it would just be civil.

3 He assured me, of course, his organization would come

4 to my aid, if I, you know, was hauled into court or anything

5 like that. He said: They just blow a lot of smoke. They have

6 fno authority anyway. They get away with a lot of stuff

7 Iconstantly because nobody has the courage to challenge them

8 in court, or something.

9 You know what I mean?

CC, I know that is general, but it is so --it is

S absolutely a part -- one of the reasons his organizations even

12 existiev is to fight -- he set it out in his little credo, in

13 one of his books. In one of his books, the last section was

14 called Free the Eagle, and he said: I am starting a political

15 organization and here is what it is going to do -- and one of thel

16 things was to fight the Federal bureaucrats.

17 Q Would it be accurate to say that Neal Blair adhered

18 to these same beliefs you have just described of Ruff's?

19 A Religiously. He was sycophantic in his following of

26 RuffAl

21 Q Was there anyone else connected with Ruff-PAC or

22 Free the Eagle that indicated a dislike specifically for the

I
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1Federal Election campaign laws?

2 A I can't recall.

3 Q Or for the Federal Election Commission?

4 A Nobody I can think of specifically.

5 Q What kind of a person was Neal Blair like?

6 A You would have to meet him to know what I am talking

7 about. He is different. He is somewhat of an oddball. He

8 gets very energetic and excited about things. He has mood
C\! 9 swings. He is very good at preaching the gospel of conservative

jgpolitics, which I am in sympathy with, but he has a certain

a,2 aunt of paranoia in that the people who are opposed to him,

UI) 12 on the other end of the political spectrum,, he is very quick

13 to accuse them,, or even people on the right of being out to get

14 him or his aims, you know what I mean, or to stop or stand in

15 the way of Ruff-PAC, or something like that.

16 From what I know about Blair, what I began to gather

17 about Blair, was that he didn't have an extremely distinguished

18 background. I think he was like a law clerk or something.

19 Maybe, this sounds nuts, but he had a great love to be like a

210 name dropper and talk about the offices of the Senators, or

21 whatever, that he visited. They wanted to know if they were

22 going to get his support from his political action committee.
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A If he could get away with it yes. If it suited his

2 purposes.

3 Q You mentioned on page two of Exhibit One that he

4 shocked you by flying into a raving tantrum. Was this in

character for him, or out of character for him?

6 A It was in character for him to fly into tantrums, it

7 was out of character to do it to me. But, then all of a sudden

8 the pieces started sinking in. This happened on a Friday

9 afternoon, and I had a whole weekend to think about it. I
o

lS started to see where I had started to fall out of favor with him.

._I As I thought, I had been expressing to Stoddard my

12 feelings about my reservations about working with him, in

13 confidence, and I started to realize the silent treatment, all

14 of sudden, Blair had been giving me. He had given me a sizable

15 raise in April of that year. I asked him for more responsibility

16 and they gave me a $500-a-month raise.

17 Then, I realized that he regarded me kind of an

18 insider, that he could explain things and I wouldn't ever rat

19 on him, you know what I mean, and here I was, talking behind

20 his back to his assistant, saying: There is waste here.

21 Then, I realized that was why, all of a sudden, he

22 was trying to find some excuse to find fault with him. You could!

-4
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1 see in his face that he wasn't concerned enough with this mail,

2 he was exaggerating, like he does all the time. He exaggerated

3 a lot. So, I knew right then and there I was out of qrace with

4 him, and, funny, like I said, within a half hour, Stoddard called

5 from Utah and said: Are things getting any better? To you have

6 a better attitude as far as wanting to work with him? And, i

7 said: Absolutely not, I am leaving.

8 Q Would you consider Neal Blair a trustworthy person?

9 A Not at all. I wouldn't trust him.

100 Does he have a reputation for truth and voracity?

11A No. He did not. I have talked to some other Latter

LO12 Day Saints, other Mormon people throughout town, not A lot of

In13 them, but they had told me before, they said: Are you sure you

C714 want to deal with this guy? one guy asked me to work for him,

n15 when I left Viguerie. He said: Are you sure you want to work

rK16 for Neal Blair? I said: What do you mean by that, and he said:

17 I am not going to try to prejudice your opinion, we will leave

18 it at that.

19 He told me later on that Blair is regarded as kind

20 of a liar, you know, throughout town. A second guy -- he didn't

21 actually tell me this, but I heard through a second person that

22 he regarded Blair as a liar, not really trustworthy, erratic, and;
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S he didn't want to be associated with.

2 Actually, Ruff admitted to me of a third person,

3 all three people being members of the same church, who work in

4 the political arena, a fellow by the name of Gordon Jones who

5 works in the Heritage Foundation, said that -- Ruff admitted thati

6 Jones didn't care for Blair.

7 Q This is Jones telling you that Ruff told him?

8 A No. Ruff telling me that Jones told himself.

9 1 got two hearsays for you and one direct comment.

1C Q What kind of a person was William Jacobs like?

11A He was a good old boy. He lived out in Manassas with

U-) 12 me. A nice fellow. Lazy, he didn't bust his tail to work or

.13 do much of anything that I could see. He was,, I guess, skillful

c14 enough in accounting to be hired to do that, but didn't have

15 any -- he was one of the not thorough enough employees that

16 didn't have political feelings one way or another. A lot of us

17 were attracted to the fact that we were working in the arena.

is Jacobs, I think, came from a totally non-political environment

19 and pretty much didn't care what happened. If he had liberal

21 points of view, he certainly wouldn't have voiced them there,

21 but was just an affable guy who did whatever it took to get

22 along. He didn't make waves at all. He was not a wave maker.
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Goode and I had been wave makers.

2 0 Would you have felt that he was a trustworthy person?

3 A I don't see anything inherently dishonest in him. I

4 didn't see the paranoia. Blair, I would say, there was nothing

5 trustworthy about him, if he could possibly benefit from it. 1

6 honestly think that Jacobs -- again, I don't know how good his

7 knowledge of FEC regs were but I think that he did some

8 things, obviously in this statement, Exhibit One, he did

9 something that he probably knew was wrong, in retrospect now I

10 see it, and probably would have done a lot more to keep his

11 job, for the benefit of keeping his job.

u' 12 Q You say Jacobs would do things that were untrustworthy

13 in order to keep his job?

C 14 A Yes, I would think so, yes.

15 Q Did he have the reputation, one way or the other, for

16 truth and voracity?

17 A Newton, Broaddus, and I, when we got together, joking

18 around, talking behind everyone's back, would say that Bill was

19 the type of guy that could not be trusted for accuracy. I

20 believe Broaddus might even have made comments to that effect.

21 Because his audit, obviously, brought in to question things

Jacobs did.22
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Three of us, basically, said that Jacobs was the type

2 that would prostitute himself to stay with the organization.

3 Q Is there any statement that you would like to make?

4 A Just that, with Exhibit One here and the follow-up --

5 I don't know where the follow-up letter is -- I sincerely think

6 that my error here was in ignorance. That I volunteered it

7 sincerely hoping to clear myself, and have the FEC recognize

Lr) 8 it as such, that I had done it unintentionally.

9 That I cooperated fully to bring to light what, I

Ie think, are more serious violations, and I hope that the FECC

11 will regard that as such that any contemplated action against

12 me would be dismissed, because I don't feel that I am deserving

13 of being prosecut4ey for anything, since I did it in ignorance.

14 I think I pointed out in the second letter that the

15 principle involved in somebody volunteering information should

16 at least be mitigating, if I did do anything wrong, it should

17 mitigate the fact that I volunteered it, to bring to light

18 something of more serious violations, and I think that ought to

19 be considered and I just would like to say that I don't think

20 any actions should be taken against me.

21 If you have anything you want to ask me, specific

22 incidents that I can possibly remember, other than what you have,
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I would be happy to - things people said or anything like that.

Other than that, I didn't do a lot of thinking coming into this,

memory thrashing.

QI have asked you the questions that I have. i
appreciate your candor in answering them today.

When the transcript of this deposition is prepared and

typed, you will have an opportunity to review it and to sign it.

You are not required to do so, however.

Do you wish to sion the transcript of this deposition.

A I would imagine I would, if it is accurate, yes.

Q Do you want to have the opportunity to sign it?

A Yes.

Q The Commission's regulations provide that you be

given a witness fee for your appearance and testimony here

today, and I am handing you the check right now.

A Thank you.

Q This concludes the deposition.

(Thereupon, at 2:50 p.m., the taking of the instant

deposition ceased.)

.L
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Harold Goode
14618 Stone Crossing Ct
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January 5, 1987

Mr. Howard Postal
Santos, Postal, & Millios
131 Rollins Ave # 3
Rockville, MD 20852
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Dear Mr. Postal:

I have just received a copy of Free the Eagle's and Ruft PAC's 1986 audit
report, dated March 26, 1987, and have given it a casual review. I have a few
questions to ask about them.

4 When performing the audit did you compare the audit figures with the
figures reported to the FEC and the Clerks of the House and Senato. Ifyou
dLd - have you discovered the same problems I have? Did you make a .
recomendation that "Z and R-PAC file amended reports? As of this date there
&e no amnded reports, but listed below are a few of the errors and
Adiscrepancies. Why do these differences exist?

- 1) There are a number of differences between the audit and what was reported
to the FEC for the year ending 12/31/86:

Audit

a) cash on hand
b) liabilities
c) cash receipts
d) list rental income
e) contrib. to candidates
f) expenses

$ 58,641
40,522

1,009,431
do0-

125,409
836,616

FEC Report

$ 60,262
561,989

1,011,386
13,867

121,160
825,914

Difference

$ (1,621)
(521,467)

(1,955)
(13,867)
4,249

10,702

2) There are large dollar differences between the audit and what was
reported to the Clerks of the House and Senate for the year ending 12/31/86:

a) cash receipts
b) cash expenses

$1,843,154
1,623,630

$323,936
783,236

$1,519,218
840,394

B) A political action committee is prohibited from accepting corporate
contributions of any kind (11 CFR 1.1 "1 14.2), yet it is clearly stated in
the audit that FTE, a California Corporation, paid expenses for R-PAC and then
later it sought to be repaid. This is a corporate contribution.

z Y11



H. Goode letter (cont.

1) Did you inform the Federal Election Commission about these corporate
contributions? Why not?

2) Did you inform I= and R-PAC not to make or accept such contributions
in the future?

3) You also failed to mention in the notes that the above acts were in
violation of the Federal Election laws and were thus illegal in nature. In the
notes to the financial statements, aren't you suppose to inform third parties
of any financial problems? Why did you fail to disclose these transactions as
being illegal?

4) R-PAC is currently being investigated by the FEC (MUR 2191) for such
violations, yet there is no mention of this investigation in the notes.
R-PAC and its' attorney, Jan Baran, was notified by the FEC of this
investigation months before you began the audit. Why wasn't the investigation
mentioned in the notes?

5) Since FTE and R-PAC were sharing the same offices and employees, and
R-PAC was to be paying its own share of expenses, the percentages of these
types of expenses should be basically the same. A close look at the two audits
, how a different picture: (for example; if rent is equal, why aren't utilities?)

FTE R-PAC

2 a) rent $46,101 $41,951 about equal (good)
b) utilities 48,699 8,594 FTZ paid to much

- c) insurance 9,369 1,613 % aren't equal
d) P/R & benefits 459,564 211,316 FTE overpaid
e) repairs & maint. 15,246 944 R-PAC wins again
f) auto expense 16,815 5,262 ditto
g) office expense 45,833 30,005 ditto
h) travel & entrmnt 50,537 15,682 ditto

C 6) In the notes to the financial statements you referred to T as being
a related party to R-PAC. R-PAC is not registered with the FEC as a corporate
Rponsored political action comittee, therefore, it cannot legally be related
4o any corporation. Again you failed to mention this in the notes. Why?

7) On February 2, 1986 Chuck Newton received a check from AHC and then
wrote a personal check to R-PAC for about the same amount. These types of
transactions were also done several times in 1985,through Dave O'Mara, Bill
Jacobs, and Neal Blair, and during 1986 they were reversed. All such
transactions are violations of Federal Election laws, but were not shown as
violations in the audit. Why?

8) Ruff PAC State (a receiver of corporate contributions) was also
involved in these schemes of placing corporate money into Ruff Political
Action Committee. On February 10, 1986 R-PAC State was refunded $1,126 which
it had previously loaned to R-PAC. Again, this transaction was not shown as
being illegal. Why?



H . Goode letter (cont.

C) California Nonprofit Corporation law (section 5236) prohibits the making
of loans to directors, officers, or related third parties without prior
approval from the California Attorney General.

1) American Heritage Centre (AHC) is a related party; solely owned by two
directors of iTz. The loans made to AHC are illegal in nature because f did
not receive prior approval from the Attorney General for these loans. Did you
inform the Attorney General's office of these transactions? Why not? Why did
you fail to mention the illegal nature of these transactions in the notes?

2) FTE's note 6 discusses a note due from Liberty Metals, Ltd. but fails to
disclose Liberty Metals as a related party. This is a direct attempt to
mislead the public as to the legality of the transaction. Liberty Metals,
Ltd. is owned by Larry Ruff, the son of FTE's Chairman of the Board.
Why was this illegal transaction disguised and hidden?

3) Some of the equipment being used at the Liberty Metals, Ltd. plant in
Utah came from American Pacific Mint. This equipment was origanally used as
security on the note due to FTE from APM. Why was FTE allowed to make such an
arrangement without it being reported on the financial statements? And how
did Liberty Mint obtain title to the equipment?

D) During 1986 FTE had advertising income from running ads in STAM MoVU:-IATICOI, but the audit fails to show any such income. Why? "Jack -4gun's
ashington Letter" had a full page ad in the July 1986 edition (voliis.u1 =umber
, page 7). Did FTE report this income to the Internal Revenue Service sf pay

ctheir fair share of tax? Or was this hidden from view as well?
-3) 7T has purposefully misled its contributors into believing that the
majority of their money is being spent in direct lobbying efforts on Capitol
"Will. "PTE has spent less then 10 percent of its funds so far .... on
J4ay-to-day costs of running an organization. Rent, utilities, office supplies,S6mployee salaries, telephone and travel costs all fall into this category.
v1hat leaves 90 percent of your contributions for direct lobbying." This
statement is a direct quote from an article in STATE OF THE NATICOI. FT's 1986
C1udit shows that 20% of its funds were spent on general & administrative

xpenses with another 58% going for fundraising activities. That means a mere
2% (not 90%) was spent on direct lobbying. What are you doing about FTE

,Misleading the public in such a manner?

F) While Mark Stoddard, a director of FTE and R-PAC, was employeed at FTE
his annual salary was around $50,000 - $60,000. A review of the reports
filed with the FUC, and the Clerks of the House and Senate, show that
Stoddard took over $140,000 from FTE and R-PAC in a twelve month period during
1986 and 1987. Stoddard removed these funds using a company named "Free Market
Ad Agency" in Springville, UT. I want to know how an organization can justify
letting a director take so much money, for so little work, when he was being
paid half that amount for a full time position? It would have been better to
keep Stoddard as an employee.



'H. ode letter (cont. *
On March 25, 1987 Ithan Sone and I visited you in your offices and informed
you of several illegal transactions at rT and R-PAC. Since that date I have
also sent you nuraus items showing illegal transactions. I have even asked
you to contact i in r d to your audits. All of my attempts to correct
the above problems have gone totally unheeded by you.

Fully knowing about these transactions you still issued unqualified opinions,
execpt for the law suit. I have serious concerns, and therefore, question the
accuracy of these audits, and am now requesting specific answers, or restated
audit opinions, and am expecting to receive it within two weeks from the date
of this letter. Copies of this letter are being sent to the Maryland State
Board of Accountancy, Internal Revenue Service, and the Federal Election
Conuission. If I do not receive satisfactory answers to the above questions
I will proceed to take further action as needed.

Sincerely,

Harold Goode

CD
cc: Mrs... Complaint Division

Maryland State Board of Accountancy

Mr.

Criminal Investigation Division
- Internal Revenue Service

Mr.
Office of General Council
Federal Election Commission

Ms.-
(7 Auditor

Office of the California State Attorney General
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1 Whereupon,

2 CHARLES R. NEWTON,

3 A witness, was called for examination by counsel for the

4 Federal Election Commission and, having been first duly sworn

5 by the Notary Public, was examined and testified as follows:

6 EXAMINATION BY COUNSEL FOR THE FEDERAL ELECTION

7 COMMISSION:

8 BY MR. RAICH:

9 Q Will you please state your full name?

A Charles R. Newton.

11Q Have you ever had your deposition taken before?

12 A No.

13 a The court reporter here will be taking down everything

14 that we say. It is difficult for her to transcribe gestures or

15 sounds which are not words. Therefore, it is necessary for you

16 to respond verbally.

17 Is that clear?

18 A Yes.

19 Q I am going to ask you a series of questions. If at

20 anytime you do not understand the question, just say so, and

21 I will try to rephrase the question.

22 A Okay.
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Q If you do not tell me that me that you do not

understand the question, I will assume that you do understand

the question, and that your answer is responsive.

A okay.

Q Please state your home address?

A My home address is 5829 Rockdale Court, Centreville,

Virginia 22030.

Q what is your home telephone number?

A

1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

26

21

22

How old are you?

I am 29.

What is your work address?

My current work address is 600 Maryland Avenue,

Suite 207, west wi&ng,, Washington,, D.C. 20024.

What is your work telephone number?

Area code (202) 863-1277.

Who is your current employer?

My current employer is TEM Associates.

What is your current job?

My current job is programmer.

Is that a computer programmer?

A computer programmer.

Q

A

0

A

Southwest

Q

A

0

A

Q

A

Q

A
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NO

Q What is your education?

A My education is a B.A. in public relations

communications from the university.

Q Wh1ich university?:

A Brigham Young University in Provo, Utah.

Q Have you talked to anyone concerning your testimony

today or this deposition?

A No.

o Have you used any written materials in preparation

for this deposition?

A No.

0 Did you ever work for Ruff-PAC?

A Yes, I did.

Q What were the dates you worked there?

A I started at Ruff-PAC in June of 1984 until March of

1987.

0 Did you have just one position with themi at that time?

A No, actually I had a couple of different positions

with them.

A What were each of your positions with them?

A My position with Ruff-PAC -- actually, I was hired

by Free the Eagle and there is no formal title, as such, with



7

1Ruf f-PAC. My title with Free the Eagle was field director, but

2 as field director for Free the Eaqie, I also did work for Ruff-

3 PAC, and I also did some work in starting up that separate trade

4 association for the chairman of the board.

5 Q What was the name of that organization?

6 A That was Financial Publishers of America.

7 Q Who was chairman of the board?

8 A Chairman of the Board was Howard J. Ruff.

9 Q Were there any other positions that you had with

CO j# Ruff-PAC during your nearly three years?

11A No. I had all the positions with Free the Eagle, but

LO' 12 there was no title with any positions for any work that I did

13 with Ruf f -mPAC.

14 0 What were your other positions with Free the Eagle?

15A I later became director of data processing at Free

16 the Eagle.

17 Q Any other positions with Free the Eagle?

18 A No.

19 Q What specifically were the duties that you performed

20 for Ruff-PAC?

21 A The duties that I performed for Ruf f-PAC involved

22 seeing that campaign contributions were -- checks for campaign
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contributions were written for campaigns and then seeing that

those got mailed out to the campaigns, contacting the campaigns

to see that they received the contributions. I did some work in

initial contact with the campaigns, when they would call in

requesting funds and screening their calls, so to speak, for the

president.

Q Anything else?

A Yes, also, I assisted in some efforts on independent

expenditure campaigns, helping to coordinate some radio,

newspaper advertising that we did.

1

2

3

4

5

6

7

8

9

12

13

14

15

16

17

18

19

20

21

22

Were there any other duties for Ruff-PAC?

No, not that I can think of.

What were your duties for Free the Eagle?

In which position?

Why don't you explain what they were for each position?

As field director, basically, I was a gofor for the

of the organization. I took care of things for him.

I also worked on the trade associations, spent part of my time

on the trade association, and the other part of my time doing

Ruff-PAC work.

As field director for Free the Eagle, I helped in

coordinating some mailings to Members of Congress on political

Q

A

0

A

0

A

president

TIT



issues that Free the Eagle was concerned with.1

2

3

4

5

6

7

8

9

11

12

13

14

15

16

17

18

19

20

21

22

Q Did you do any other duties for Free the Eaale?

A As director of data processing performance, I oversaw

our data processing section at our Fairfax office keypunchinq

donor names into the computer to thank them and then to see that

those names were added to our -- aiven to our data nrocessina

house, to be added to computer tape for future mailings for

fundraising purposes.

Q Other than what you have mentioned, were there any

other duties you performed for Free the Eagle?

A That is a pretty basic generic thing. There were

little minor things, pick up the president at the airport, take

him to the airport.

Q These are what you called the gofor-type duties?

A Yes, these are the gofor-type duties.

Q You mentioned you also worked a trade association.

What were your duties for it?

A As the -- working for trade asociation, I started at

Financial Publishers of America, as its executive director. I

was in charge of fundraising for the trade association and

lobbying on behalf of a particular issue that the chairman was

concerned about.
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1Q What was that issue?

A That issue was the registration of financial publishers

with the SEC.

4 Q Did you perform any other duties for the trade

5 association?

6 A Just fundraising and lobbying activities.

7 Q Who were your bosses during the period that you

-8 worked for Ruff-PAC and its related orqanizations?

9 A My boss for Ruff-PAC was primarily Neal Blair. My

ii boss at Free the Eagle, when I started there, was Neal Blair,. 11 and then when I transferred out to the Fairfax office, to take

12 care of their data processing needs and to upgrade that area,

13 1 started reporting to Bill Jacobs, who was Vice President of

14 Free the Eagle.

15 Q When you worked for the trade association?

16 A My boss was Neal Blair.

17 Q Were these your direct supervisors, that is, Blair

18 and Jacobs that you just mentioned?

19 A Yes. I reported directly to them.

20 Q Why did you leave these organizations in approximately

21 March of 1987?

22 i A I was laid off.
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Q Did they give you any severance pay?

A They did.

O Do you know for what period they continued to give

you the severance pay?

A It was for about a two month period.

Q Do you know why you were laid off?

A I have my own particular suspicions.

Q What are those?

A Mr. Goode, who was formerly associated with the

organization.

o Is that Harold Goode?

A That is Harold Goode, yes.

He and I were friends, good friends, in fact, members

of the same church, attended the same congregation, and Mr. Blair

was -- Mr. Goode was causing Mr. Blair and Mr. Ruff a considerable

amount of anguish by raising certain allegations, in fact,

pointing out an audit which had been done -- an internal audit

of Free the Eagle'Is books.

He had made that audit public. He had mailed to, or

they believed he had mailed to former contributors and current

contributors of Free the Eagle and Ruff-PAC, and raised the

spectre of this audit, saying that so much money was unaccounted
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for, and he also was contacting members of the press and raising

this spectre of this audit and the allegations of financial

mismanaqement and possible wrongdoing on the behalf of Mr. Blair.

Mr. Goode had contacted me a couple of times about

this, and I told my superiors. At their request, they sent

around a memo that we were not to have any contact with former

employees of Free the Eagle. If we had any contact that we were

to report it immediately to our superiors, and they were

concerned that there was some internal leak. In fact, they

started recording all incoming phone calls through a phone log

by keeping names of records, times, who was calling and who

called -- who was being called within the organization, in order

to see if they could pinpoint the leak.

At that time that I have mentioned,, the public

awareness was reaching its peak issue, in fact, certain former

employees visited the conventions, the Ruff conventions that

Mr. Ruff holds twice a year, and had been passing out flyers and

such, and so they were very concerned about this. They were

concerned that contributions might be falling off because of

this, and I told them that -- I told Neal that Harold had

contacted me and shortly thereafter I was let qo.

0 When did you first tell Mr. Blair that you had been

aNd ' -- -- - -- --- INEWNWaft,
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1 contacted by Mr. Goode?

2 A I don't recall exactly. It was about a month before

3 the second contact with Mr. Goode.

4 Q Would that have been in approximately February of

5 1987?

6 A Right.

7 Q You mentioned that there was a memo that was circulated

8 telling all employees not to have contact with former employees.

9 Do you recall about when that memo was circulated?

10 A I don't recall. Perhaps in January.

S 11 Q Of 1987?

if) 12 A Yes.

r"13 Q What was the reason your employer gave for laying you

14 off?

15 A He said that they were reorganizing the office.

16 Q Did they amplify that at all?

17 A No, they just said they were reorganizing the office.

18 Q Did you ask them what they meant by that?

19 A I did. They just said that due to organizational

20 changes, they were reorganizing the office. I didn't pursue it.

21 There was no point in pursuing, or yelling and screaming about

22 it. That was the way it was, and so that was fine.
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1 0 When they gave you severance pay, did you continue

2 to come to work at the offices, or did they want you to stay

3 away f rom their of fices?

4 A When they gave me the severance pay, no, they did

5 not want me to continue to work at the office. I was -- That

6 was it. I was gone. I was not going to have to come back at

7 all. They changed the locks on the doors. That was that.

8 Q Have they retaliated against you since you left?

9 A No. Not at all. Not that I am aware of.

CC AQ Has there been any retaliation against other people.A 11 who have left the organizations?

Un 12 A Not that I am particularly aware of. No, not that

13 1 have personal knowledge of. No.

14 Q Has there been any retaliation, or threat of

15 retaliation, against you or other people for talking about

16 activities that took place there?

17 A I have heard second-hand.

18 - Q What do you mean?

19 A Just that there is a possibility of lawsuits being

20 filed against former employees.

21 Q Is lawsuits the only form of retaliation that has been

Ask 22 threatened?
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A Yes, that is all that I am aware of. In fact, even

when I was there, the spectre of a lawsuit against Mr. Goode

was raised before I even left.

Q Do you and Mr. Goode attend the same church?

A We do.

Q Does Mr. Blair also attend that church?

A He did until he moved, I guess it has been about a

year. He was at the same church, different congregation.

Q Have you heard any threats of retaliation against you

or other persons within the church?

A No. Not that I can recall.

Q Do you feel that you have any axe to grind against

Ruff-PAC or the other organizations?

A No. Not at all.

Q Did Ruff-PAC give you a reference for new employment

after you had ceased working for them?

A No, they didn't give me a letter, if that is what

you mean, but I didn't ask for a letter at all. I thought they

were fair insofar as the severance pay went, and I assume that

I can use them as a reference.

I haven't tried to. I don't think my current employer

even checked or asked for a reference.

I



1 Can we go off the record for a minute?

MR. RAICH: Off the record.

3 (A brief discussion was held off the record.)

4 MR. RAICI: Back on the record.

5 BY MR. RAICH:

6Q Did you allow American Heritage Center to use your

7 name so it could make a contribution to Ruff-PAC?

8 A I did, but I would have to qualify that statement by

9 saying that when I did that, I understood that it was legal.

ii That there was a legal loophole that allowed that to be done,.II and, in fact, I was not allowing American Heritage Center to

tn 12 use my name to make a contribution, as I understood it. I was

13 loaning money to Ruff-PAC and they, in fact, were loaning money

14 to me to pay that loan.C

15 Q I hand you what has been marked as Exhibit One.

16 (The document referred to was marked

17 Government Exhibit Number One, for

18 identification.)

19 BY MR. RAICH:

20 Q Do you recognize Exhibit One?

21 A I do.

22 Q What are those documents comprising Exhibit One?
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1 A The first document, Exhibit one, page one, is a check

2 from American Heritage Center to myself. The second page of

3 Exhibit one is a check to Ruff-PAC from myself. The third page

4 is a check from Ruff-PAC to myself. The last one is a check

5 from myself to American Heritage Center. They just document the

6 flow of the monies, so to speak, the loan transaction that took

7 place, that we are here to discuss.

8 Q Did anyone ask you to become involved in this loan

*9 transaction?

SA Yes, they did, in fact.

11 Who was that person?

12 A Mr. Jacobs approached me a couple of days before the

13 11th of February in '86, 1 guess it was approximately the 9th

14 or 10th of February. Mr. Jacobs approached me.

15 Q Is that Bill Jacobs?

'N16 A That is Bill Jacobs, who is Vice President of Free

17 the Eagle, and also, I believe, Treasurer of Ruff-PAC. Mr.

18 Jacobs approached me, while I was at my desk downstairs, and

19 1 knew that things were a little bit tight with Ruff-PAC due to

20 the ebb and flow of fundraising, as is the case with PACs and

21 campaigns and such, and mentioned that they had some bills that

22 were outstanding that they wanted to pay, would I loan some money.
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1to Ruff-PAC for a short period of time to help do that.

2 1 was a little surprised, but I said: Sure, Bill. The

3only problem is if it a small amount, I can cover it out of

4 savings for a short period of time. fie said: It will be

5 several hundred dollars, but don't worry about it. We wouldn't

6 expect you to take it out of your own pocket. We could loan

7 you some money, some way else, in order to cover that.

-08 I said: okay. I guess that sounds all right. What

9 did you have in mind. He mentioned that they could loan money

10 out of American Heritage Center to me, so that I could loan

~ 11 money to Ruff-PAC. I said: okay, but that sounds like it could

LO12 be a little iffy, because of the fact that a corporation --

n.13 because of my dealings with the PAC -- that a corporation

14 couldn't loan money or give money to a political action committee.

15 1 said: Doesn't that sound a little strange, and he

rN16 said: Yes. He said: I raised the issue with Neal and Neal

17 said that he had checked with our attorneys and that it was a

18 legal loophole. I said: okay, fine then. I guess so.

19 He turned to leave and I headed after him and I said:

20 Hey, Bill. I said: You know, we probably ought to double check

21 and ask Neal again and make sure that that is true. Just to

22 double check and say: Neal, did you talk to the attorneys and

I
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1 that they understand really, that is what he said, right. He

2 said: Okay, I will do that and I will get back to you. I said

3 okay, and that in the meantime I would bring in my checkbook so

4 that if everything was okay we could proceed with that

5 transaction.

6 Q Did you have any further conversations with Mr. Jacobs

71 about this?

8 A After that date, yes. When we went to do the

29 transaction, we went into the accountant's office.

19Q Who was the accountant?

~ 11A The accountant being Marilyn Price.

12 She pulled out a sheet of paper and I pulled out my

13 checkbook at that time. In fact, I am sorry,, I left my

14 checkbook at my desk and I walked into her office, as I recall,

15 and she pulled out a sheet of paper to record the loan and I

16 saw a couple of the names listed down on the sheet of paper and

17 Bill came in and said, yes. We had mentioned yes, this has --

18 We have done this before. It is okay, and Neal said yes, it is

19 okay. Everything is fine with this. The lawyers say it is

20 okay.

21 I said: Fine How much do you want me to write a

Amk 22 check out for? He said: Go ahead and write it out for $759, I
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1 guess it was, according to the check. I said: Fine. He said:

2 Marilyn will give you a check for $775, or he mentioned to

3 Marilyn,, go ahead and make it for a little bit more, make it

4 for $775. 1 said: That is a little strange, isn't it? He

5 said: Just so that it doesn't look funny, it doesn't raise

6 any questions in any one's mind. It is fine. It's legal, it's

7 just so that it looks okay.

8 I thought that was a little bit strange, but okay,

9 he is the vice president of finance. He knows what is going

on and for this to be legal.

Q 1 Am I understanding you correctly that you wrote your

If)12 check to Ruff-PAC at the same time you received your check from

13 American Heritage Center; is that correct?

14 A That is correct. I asked them to wait a day, so that

n15 1 could deposit the check from American Heritage Center, and

011116 so that could start clearance so that I would have the funds to

17 cover it.

18 Q Did you have any opportunity, at the time this

19 transaction took place, to accept the $775 check from American

20 Heritage Center, but not to write a check of your own to

21 Ruff-PAC?

22 A No.
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Q There was no opportunity for you to do that?

A No. No, this was a straight switch. They wouldn't

just qive me the $775. 1 wish, but no.

Q Were you told that the amounts of the checks were

different, that is, that $775 versus $759, because it was like

interest to you for a time?

A Yes. In fact, that is right. Mr. Jacobs did mention,

I think, just kind of consider the extra amount kind of an

interest -- a temp~orary interest until we reverse the loan

process.

1
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Q Did he say this to you at the meeting in Marilyn

Price's office?

A Yes.

Q Did he indicate to you approximately how long it

would be until the process was reversed?

A He didn't know. I asked him about it,, and he said

did not. He wasn't sure. He thought as soon as the -- His

feeling was as soon as the money started coming back in for

PAC, because PAC had some mailings that were going out that

we would be able to reverse this loan process, in order to

clear it back of f the books.

Q Do you know why Ruff-PAC paid the $759 back to you I
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1 at the time it did, and that is on April 10th, 1986?

2 A It was to reverse the loan process. I had mentioned

3 to Mr. Jacobs several times,, I knew that money was starting to

4 come in, and r said, "Hey, I would really like to qet this loan

5 cleared up, get it taken care of, get it off the books, just

6 for my own piece of mind." I like to have everything set in

7 order and knowing that there was an outstanding loan, and I

CN8 think -- in the process -- too, I seem to recall that this

9 matter under review came up, becam public, and when that came

is up, that had me concerned that there was a spectre of a possible

11i problem with the loan transaction, a possible illegality. I

Ln12 felt very uncomfortable with that, as I am sure Mr. Jacobs did.

13 He said that he wanted to clear it up too, and he was

14 checking periodically, and as soon as the balance was there,

r^115 within the PAC account, that we would do that. At this

r"1116 particular time, is when it was cleared up.

17 Q You mentioned that during that time period a MUR

18 came up. Do you know which MUR came up?

19 A The one concerning this transaction, which was saying

20 that I have allowed my name to be used by American Heritage

21 Center to make a contribution.

a22 0 It was this very MUR that we are involved in today?
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1A Yes.

2 Q Did you know at the time how the MUR arose?

3 A Yes, I did know at the time how the MUR arose. Harold

4 contacted me, I don't recall what particular time, Harold and

5 Ihad been talking about church matters, and I guess I made

6 some comment about my finances or something, and he made some

7 comment about Free the Eagle and I guess I made some comment

8 aboat: Yeah, I an. getting paid the big bucks by Free the Eagle.

9 Then, I thought that this transaction had been

is outstanding for a month or so, at that time. I don't recall

S 11 exactly. I said, and I still had some question in my mind even

12 though I had been told that Neal said that it was all right,,

13 just from our dealings with Mr. Blair. I felt that I could

14 ask Harold and say: Harold, you used to be controller for

15 Free the Eagle and Ruff-PAC. Is this okay? He said: No. That

16 it was not okay. That it was illegal.

17 Q That is Mr. Goode said that?

18 A Mr. Goode told that to me. I said: Are you sure

19 about that? He said: Yes.- I said: I saw on the ledger sheets,

20 when I was in Marilyn's office, the names of Mr. Stoddard, Mr.

21 O'Mara, Mr. Blair and, I believe also, Mr. Jacobs. He said:

22 Oh, well. I said: If this is illegal, evidentally, Dave has



1 recently done it.

2 Q You mean Dave Stoddard?

3 A No. that is Mark Stoddard. I meant Dave O'Mara.

4 He said: okay. I said: Is Dave aware that this is

5illegal? He said: No,. Dave was not aware, he was sure, or

6Dave wouldn't have done it. I felt the same way, because David

7 also happens to be a member of our church, the -Mormon Church.

8 So, I said: You should say something to Dave and f ind

9 out if this has been cleared up yet. Dave O'Mara was no longer

16 employed there at the time. I assumed that it was cleared up,

11 but I told him that he should check with Dave and talk to him

Lr) 12 about it and find out if it is cleared up, and let him know what

13 he knew about the illegalities of the transaction.

14 Mr. Goode did check with Mr. O'Mara, and either before

15 Mr. Goode even got to Mr. O'Mara, I also, or sometime afterward,

rN 16 I spoke with Dave and the three of us conversed back and forth

17 for several days.

18 I told Dave that in my position, I had been told that

19 it was legal, but I had some question. Harold felt that it was

20 illegal. I felt that we should resolve the matter as to the

21 illegality of the issue. We had phone conversations: Dave

ift 22 between Harold, Harold between me, and me between Dave, back and
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1 forth. We agreed that we did not have the finances to approach
2 a good FEC lawyer, knowing the big bucks that they charqe.

With that, we decided that the question should be

raised somehow. I think Harold suggested the possibility of

5 asking the FEC about it. Dave had thought that he could write

6 a letter to the FEC and ask them: Is this okay? Kind of a

rhetorical question type approach.

8 Mr. O'Mara wrote the letter. The last, when I talked

.J 9 to them about it, was before the letter was turned in. I heard

that Dave was going ahead, was writing, the letter, and that

11 Harold was going to deliver it down to the FEC for Dave, because

12 he worked, at that time, near the FEC.

o 13 I did not know the exact contents of the letter, until

(3- 14 I was shown it later by Mr. Jacobs, by Bill Jacobs, who -- after

15 the FEC got it -- opened up a Matter Under Review and sent us a

16 letter, sent Dave and myself and Mr. Jacobs a letter saying that

17 we had violated the law. Enclosed was a copy of Mr. O'Mara's

18 letter and that is when Mr. Jacobs showed me that letter. That

19 was the first I knew of the exact wording of it.

20 Q Just to get the timeframe of this properly, these

21 conversations you had with Mr. Goode and Mr. O'Mara, did they

22 take place prior to the time you received reimbursement from
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1Ruff-PAC?

2 A Yes, they did.

3 Q You mentioned that you thought something was wrong

4 with this transaction, because of other dealing with Blair.

5 What did you mean by that?

6 A There is nothing specific. Mr. Blair was known by

7 the individuals in the office to talk big, to blow things out

8 of proportion, to also not have his facts in a row, state that
N0

9 certain facts were such when certain facts were not such. He

isjust quoted those facts, and it had never been ascertained about

iiwhat was the fact, but he knew this person and this person, who

LO 12 were, you know, in the know and in the loot and this was the

Ile) 13 way that it was, and then to find out later that was not the

14 way that it was.

15 My dealings with Mr. Blair, and then my dealings

f'N 16 with other people who I knew, who knew Mr. Blair, and dealt with

17 Mr. Blair in business. That is what lead me to that conclusion.

18 Q Specifically, you were thinking that even though he

19 had said the loan transaction was legal, it may not have been

20 legal. Does that describe that?

21 A Yes. I f elt that Mr. Blair would state that was legal

ift 22 even if it was not legal. I shouldn't say "legal even if it was.

I



not legal" -- would state that he had checked with an attorney,

2 even if he had not checked with an attorney, because he

3 considered himself an attorney, too.

4 Q You mentioned that you saw various names on a ledger

5 sheet in Marilyn's office?

6 A Yes.

7 Q Did that sheet you saw indicate that these were loans

8 made by a corporation to a political committee through those

9 individuals?

A A Exactly. They were loans that were made by AmericanS1 Heritage Center to the individuals so that the individual could

12 loan the money to Ruff-PAC.

13 Q Was this a ledger sheet that Marilyn Price kept

14 herself?

15 A Yes, it was.

16 Q Did you recognize the handwriting on it as being her

17 handwriting?

18 A Yes, I did.

19 Q Have you ever signed a request for a refund of your

20 contribution to Ruff-PAC?

21 A I am sorry.

22 0 Did you ever sign any kind of written request to have

fft,: - - I ---- - " -", I- ) - __7 -r'T A , - . - , , , - , - , -r- - 7-, 1.7-_ -,- - . __ - I I . __ I
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Ruff-PAC refund the money you had loaned?

A No. Not at all.

Q When you repaid American Heritage Center, did you

4 receive any kind of receipt or a note from American Heritaqe

Center concerning that repayment?

6 A No. I didn't rcceive any type of receipt. I just

7 knew that they had the cancelled checks, I had the cancelled

8 checks. I made a photocopy of their check back to me, as I

9 recall. I made a photocopy of the PAC's check to me and my

lg check to American Heritage Center. I considered the checks

and the photocopies to be receipt enough.

tO 12 0 Was there any conversation in the office concerning

Id 13 a written request you would make to receive reimbursement or

14 any kind of receipt for that from American Heritage Center?

15 A Not to me, no.

16 Q Did other people at the office know that you were

17 making copies of all of these checks?

18 A No, they did not.

19 Q Other than the information you saw on that ledger kept

26 by Marilyn Price, were you aware of other similar situations

21 in which people served as conduits from American Heritage

* 22 Center to Ruff-PAC?
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A on page one of Exhibit Two, in the column immediately

before the far-right-hand column, there are some handwritten

notations.

A Yes.

Q Under the columns labelled "Credits" and "Check No. ?"

A Yes, I have it.

!_0
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A other than the names on the ledger, no. I am not

aware of anyone.

Q I show you what has been marked as Exhibit Two.

(The document referred to was

marked Government Exhibit Number

Two, for identification.)

BY MR. RAICH:

Q Exhibit Two is a statement to Ruff-PAC from Acuity

Graphics, Inc. If you will note the last item listed on that

statement is for $754.

on page two of that exhibit, there is a check from

William Jacobs to Acuity Graphics, Inc., for $754.

Do you know whether Jacobs was reimbursed in any way

for his $754 payment to Acuity Graphics?

A That I can recall, I don't have any knowledge of this.

.AdEkh,
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Q Do you recognize that handwriting?

2 A Yes, that is Marilyn Price's handwriting.

3 1 Q Further down on the page, directly above the "paid"

4 stamp, there is a notation that says "inkind contributioni."

Do you recognize that handwriting?

6 A That is Marilyn Price's handwriting.

7 Q Are you familiar with Marilyn Price's handwriting?

8 Have you seen copies of it before?

9 A Yes, I have. Marilyn signs many checks and when I

ran errands for Mr. Blair, as his gofor, I had to go in and get. 1 checks for this or that, and she would write out the checks and

12 sign them for me. She would handwrite them out or type them

13. and sign them.

14 Also, for accounting purposes, she would write on the

15 bills so that we would be able to keep track of what money was

16 going to what campaign. She would write the campaigns on the

17 bill, which as you were asking about the "credits" and "check

18 no." that is the Jepson campaign in Iowa, the Keating campaign

19 in Oklahoma, and the Dornan campaign in California, and the

26 Levin campaign in New York.

21 Under the descriptions are the opponents in those

22 campaigns. Harkin versus Jepson, Jones versus Keating, Patterso



1versus Dornan, and Solarz versus Rabbi Levin.

2 Q You mentioned earlier that you worked for Ruff-PAC,

3 Free the Eagle and/or another organization, a trade association.

4 Do you know approximately what percentage of your time

5 was spent with each of those organizations?

6 A I spent, initially, when I first stkirted, before I

7 moved out to 'the Fairfax office, when I started in June of

8 '84, I spent about one-third of my time on each of the areas,

9 and at other times, of course, when it got closer to the

is election cycle, I spent maybe one-tenth of my time on the trade

S11 association, and two-tenths of my time on Free the Eagle, and

12 the other seven-tenths of my time were spent on PAC work.

13 Particularly, during that '84 election cycle, that

14 the current executive director, so to speak, of the PAC, Susan

15 Petersen became disabled and she had to have an operation on her

16 jaw and so I had to pick up the slack while she was off,

17 physically unable to do any work.

18 Mr. Blair told me about the things that he wanted

19 done and I had to do that, and take care of it.

20 Later on, when I went out to the Fairfax office, it

21 was as Director of Data Processing in February or March of 1985,

Aak 22 1 spent very little of my time being on the trade association,



32

1in fact, almost no time. By that time, the issue had come to

2 court, and we were just waiting a conclusion from the court

3 upon that issue, which was successful.

4 1 spent about 50 percent of my time on Free the Eagle,

5 and 50 percent on the PAC.

6 Q Did you continue spending approximately 50 percent o

7 your time with Free the Eagle and 50 percent of your time with

8 Ruff-PAC until the time that you were laid of f?

9 A Yes.

CO Q Did you keep track, specifically, of your time on time.a1 sheets?
Ln12 A I did. we had time sheets that had a list of what

%L0 13 the different organizations, kind of an umbrella organization

14 that came under Free the Eagle and we had the other little

15 organizations. We had Ruff-PAC. We had American Heritage

16 Center. There were also some related organizations, Federation

17 for American Afghan Action. It deals with the Afghan Freedom

18 Fighters and its accompanying C-3, which is American Afghan

19 Education Fund.

20 Later on, they started up the Angolan, I can't

21 remember. Angolan American Affairs Public Auction Council, I

A~k 22 believe is what its official name was for the Unita Freedom
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S
1 Fighters in Angola.

2 After that, just prior to my leaving, several months

3 prior to me leaving, they started up another organization, let's

4 see, the Mozambique Freedom Fighters, RENAMO. I would keep

5 track of my time on that time sheet. It would list these

6 different organizations and then they had another column, and

7 Iwould just have to know what hours I was working each day in

8 order to fill out this.

9 Q Just to make sure I am understanding you properly,

i each of these organizations you have just named had their own

11 column on the time sheets. Is that what you are saying?

12 A Some of the later organizations did not. No. FAAA

13 did. FAAA and AAEF, which dealt with the Afghans. The

14 Mozambique RENAMO and Unita operations did not. They were just,

15 I would list them under the other column.

16 Q You did some work for them too; is that correct?

17 A I did. Yes.

18 Q How often did you usually fill out your time sheets2

19 A I filled it out usually every week.

29 Q They were weekly time sheets, correct?

21 A They had records for daily, but also we would

A22 subtract from time to time, when I spent time, and I was pretty
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1 well aware of how much time I spent that week on different

2 items, so it was fairly easy for me to keep track of it,

3 sometimes daily.

4 Q To whom.t did you give your time sheets?

5 A I gave them to Marilyn Price.

6 Q Did you give them directly to her?

7 A Directly to Marilyn, or if she was not in her of fice,

8 1 laid then on her desk.

9 Q Where did your paychecks come from?

iiA Do you mean who was the --

~ 11Q What organization paid you your paychecks?

12 A It started out as Financial Publishers of America,

13 when I first started working there. I think during that time,

14 I had one paycheck come from the PAC people. Three months

15 after that, I went out to the Fairfax office, the checks

16 stopped coming from Financial Publishers of America and started

17 being paid out of the Free the Eagle accounts.

18 Q Were you paid only out of the Free the Eagle account?

19 A I think so. A couple of time, I received checks out

20 of the PAC accounts.

21 Yes, I believe it is accounting to balance out the

____ 22 1books, kind of balance out the time sheets and make internal

____j



1 adjustments.

2 Q It was your understanding that accounting would

3 balance out the hours according to the information?

4 A Yes. Make credits from organization to organization.

5 Q Do you know whether the accounting department actually

6 did do that balancing?.

7 A I know that at one point they did, and shortly before

8 1 left they had not done it for the '86 year. They were bogged
tf,

"1-,9 down with an audit and some other things, and I heard that

If Marilyn made some comments that they had not gotten to it yet,

.11 but were waiting for an opening to do it.

12 Q Did you make a contribution to FIFE PAC?

13 A Yes, I did.

14 Q Why did you contribute to FIFE PAC?

15 A FIFE PAC was a political action committee for C-6,

16 which is ICTA, which is Industry Council for Tangible Assets.

17 IOTA, or Industry Council for Tangible Assets, was located on

18 the same floor where we were located, 214 Massachusetts Avenue,

19 Northeast, Washington, D.C., on the fifth floor, and this was

20 during the time when I was working at the Washington office, and

21 Mr. Blair was on the board of directors for ICTA, or somebody

Ask_ 22 had told me that he was, and we had been involved in the Helms
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1campaign, and it is my understanding that he wanted to make

2 another contribution to the Helms campaign and help raise more

3 money for the Helms campaign, and that ICTA PAC had not exceeded

4 the minimum number of donors required in order to give it $5,000

5 contribution and could only give a $1,000 contribution.

6 So, they wanted to raise the number of donors for

7 ICTA. In order to do that, they asked -- Mr. Blair asked the

8 employees in the office to donate $5 each.
N0

9 Q Did Mr. Blair ask you specifically, personally?

19A Yes, he did. He also asked me to collect the money

from the other employees.

12 Q Did your wife contribute to FIFE PAC also?

13 A Yes, she did.

14 Q Why did she contribute?
C

1")15 A Because I asked her to. Because she loves me and she

rI.1116 thinks I am a great guy.

17 Q Had Mr. Blair requested that you ask your wife to

18 contribute?

19 A No, Mr. Blair didn't ask my wife to. I just told her

20 they were looking for donors for ICTA PAC to help raise the

21 number of donors.

ak 22 Again, initially, at the time, before the donation

-------- J



1was made, I seem to recall, it wasn't quite clear at first why.

2 That there was a minimum number needed. Just that they needed

3 some donations and said don't worry about it, it won't be out

4 of anyone's pocket a long time. we will take care of it.

5 In fact, hie asked me to go around to the Centreville

6 office and ask people for the money and let them know that they

7 would be reimbursed, collect their names so they could be given

8 to Don Evans, who was the executive director of ICTA.

9 Q I show you what has been marked as Exhibit Three.

CO10 (The document referred to was.11 marked Government Exhibit Number

Ln12 Three, for identification.)

13 BY MR. RAICH:

14 Q Do you recognize Exhibit Three?

15 A Yes. Those are the checks to FIFE PAC from my wife

16 an myself.

17 Q Did you receive any kind of reimbursement for those

18 checks?

19 A No, I didn't.

20 Q Did your wife receive any reimbursement?

21 A No, she didn't.

22 Q Did Mr. Blair tell you the name of the organization
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1 me to go out to Centreville the next morning to ask people for

2 contributions.

3 He was tallying up -- I don't recall how many. They

4 only had like -- FIFE PAC only had about ten donors so far with

5 people off the board of directors. He said: Wle are going to

61 need something like 40, or that FIFE PAC had to have so many

7 more contributions. Don Evans of ICTA was going to check for

8 the number that they had and we were going to see, down at our

9 office, if we could come up with enough to bring it up to the

10 maximum number necessary, we needed so many donors.

.11 He didn't go into detail. He simply said: We need

12 so many names for ICTA, and if I would help find people.

13 I said: Okay. I will go out. He said: Let them,

14 know that they will be reimbursed. I said: Okay.

15 Being a part of the staff, he asked me what about

16 me and I said: Yes. I am bringing my checkbook and will fill

17 out a check.

18 So, I did. I brought in a check from my wife, and

19 when I got there, they said: Mr. Blair called and said how

20 everybody would be reimbursed.

21 Mark Stoddard came walking in and he said something

Aft_ 22 about Howard Ruff's daughters who was working there for the
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summer, and said: Make sure everybody gets reimbursed.

0 This is Stoddard here speaking?

3 A Yes, Stoddard to Pam Ruff.

4 I I knew that it was -- I knew from my dealings with

5 PAC that far that it was an infraction that that reimbursement

6 i should come from Free the Eagle in reqards to a PAC contribution,

7 but I didn't know if they would actually have a PAC petty cash.

8 I had no idea.
CD

9 For my own piece of mind, I did not get repaid for

c i0 that contribution, others -- I just took money out of my own

11 pockets and I took it off my income tax.

12 Q When you did as Mr. Blair told you that next morning,

13 and went out to the Centreville office and solicited

14 contributions to FIFE PAC, what did you tell the people there

15 when you were soliciting these contributions?

16 A I don't remember specifically, except for just that

17 Mr. Blair had told me what to say, as I can recall, that just

18 generally, FIFE PAC was related with ICTA and that Neal had --

19 Howard had interest -- Howard Ruff had interest in ICTA because

20 it was a hard asset organization, and Free the Eagle also

21 happened to be working on hard assets, and the people in the

. 22 Centreville office knew that. Hard assets being investment in
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1coins and that type of thing. It was financially oriented.

2 That we wanted to help FIFE PAC get off the ground in

3 making donations to other candidates.

4 Q Did you personally tell the people you solicited that

5 they could receive reimbursement for their contributions to

6 FIFE PAC?

7 A Yes, I did. Mr. Blair had asked me to tell them that

8 they would be reimbursed for their contributions.

9 Q I hand you what has been marked as Exhibit Four.

CC' (The document referred to wasS marked Government Exhibit Number

Ln12 Four, for identification.)

13 BY MR. RAICH:

14 Q Exhibit Four is certain pages from a report filed

15 at the FEC by Financial Freedoms Political Action Coimmittee.

16 The last pages of Exhibit Four list a number of individuals

17 who contributed to that PAC.

1s Do you recognize the names of the individuals listed

19 on Exhibit Four?

20 A I recognize some of them. I don't recognize all of

21 them. I can tell you which ones I do recognize, if that is

22 what you want.
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Q All right. Starting on Exhibit Four, page three,

please tell me the names that you recognize on that page?

A Susan Petersen, who was the executive director of the

PAC at the time. The next name is myself. I am sorry, to go

back up to the top, Mary Ball, I don't have the slightest idea

who she is.

Then there is myself. Lynne Newton. Michael Haynes, I

don't know who he is. Going down Loretta Osborne, she was up

at the Centreville office.

Q stopping and staying on page three, to the best of

your knowledge with regardy to the names that you do recognize,

is the information listed on Exhibit Four, page three, correct

Iwith regard to those notations?

A Susan Petersen, she was working for Ruff-PAC. it

says self-employed, I don't know what that was. Myself, yes,

my primary employer was Financial Publishers of America.

Q You were executive director if that?

A Yes, that is correct.

Loretta Osborne, Free the Eagle, yes. That is correct.

The amount is correct, as far as I know.

Q Let's go over to Exhibit Four, page four, do you

recognize any of those people?

'W, ,VW
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1A Martha Jenkins worked for Free the Eagle. The

2amount is correct and the employer is correct.

3 Elaine Norton, yes. Worked for Free the Eagle and

4 the amount is correct.

5 Patty Shea worked for Free the Eagle and the amount

6 is correct. Patty Shea was the marketing specialist, she also

7 did marketing for Ruff-PAC.

8 Spencer Lee worked for Free the Eagle, and the amount

9 is correct.

Ai David O'Mara worked for Free the Eagle and the

11 amount is correct.

Ln12 Mary Cohilas worked for Free the Eagle in the D.C.

13 office and the amount is correct.

14 Myron Kaller, Kaller and Associates, I don't know

15about that $5 amount. However, Myron -- I had business dealings

16 with Myron, but I don't remember soliciting that money from

17 him at all. I don't know where that came from.

18 Q On Exhibit Four, page five, do you recognize those

19 names?

26 A Doris Beckstead, the amount is correct. Free the

21 Eagle is the employer.

22 Holly Armstrong, Free the Eagle was the employer and
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A Yes.

Miriam Stevenson, Free the Eagle, five dollars, that

is correct.

4 Neal was president of Free the Eagle and president

5 of PAC and also president of American Heritaqe Center, five

6 dollars.

7 H. J. Ruff-P.A.C., yes, I recognize that one.

8 That is it.

In

9 Q Do you know where the information contained in Exhibit

10 Four came from with regard to the individual contributors?

11 A I provided the names, names only, in fact, and amounts

In 12 to Mr. Evans. Where the addresses came from, I don't recall.

13 I might have provided the addresses, but I did not provide the

14 employers, nor the date of the contribution.

15 Q Do you recall which of the individuals listed in

16 Exhibit Four you actually, personally, solicited the contributions

17 from?

18 A Yes, I do.

19 Q Are you able to list them?

20 A I will go back through. Susan Petersen, Charles

21 Newton, Lynne Newton, Loretta Osborne, Martha Jenkins, Elaine

22 Norton, Patty Shea, Spencer Lee, David O'Mara, Maria Cohilas,
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Q Here you are referring to Don Evans?

A Don Evans. I said: Here you go. I gave it to Don

and he turned to Don -- Don was getting ready to leave -- and

said: Okay, now that should brinq you up to speed; doesn't it,

on the minimum number of contributors to make you a multi-

candidate PAC. Don said: Yes. He said: Okay, we will send

you some money and then you can contribute to Helms.

Q This was actually a conversation between Mr. Blair

and Mr. Evans where you were present?

!,n~

Doris Beckstead, Holly Armstrong, Pam Ruff, Mark Stoddard,

except he had already been phoned. By the time I spoke with

him he had already spoken with Neal prior to that time he

had some knowledge of it already. Marilyn Price, Ann B~est,

Miriam Stevenson, and that is it.

Q After you had received the contributions, what did

you do with the money?

A I took it back to Mr. Blair, who was in his office

and, as I recall, he called down or had talked to Maria, who

was the secretary that called Don Evans down,, who was the

head of FIFE PAC.

He came in and said: Here give Don the money and

01



1 A Yes.

2 Q Who else was present during that conversation?

3 A No one.

4 Q Where did it take place?

5 A It took place right in the doorway of Mr. Blair's

6 office.

7 0 What was your reaction to hearing that conversation?

8 A I was a little surprised. I didn't -- It sounded

9 like -- it is hard to say, but it sounded like is that Mr.

> 10 Blair was trying to put together a number of contributors for

11 Mr. Evans, so that -- I knew that we had already maxed out,

12 it was my understanding that we had maxed out on contributions
LO)

n13 in a general election for the Helms campaign, and that we

iry. 14 would be donating money to the Helms campaign through ICTA

C' 15 PAC, or I am sorry, FIFE PAC.

16 Q Did you make any comments, at the tine, during that

17 conversation?

18 A I did not make any comments at the time. I didn' t

19 know enough about election law to know exactly specifics. We

23 had m~entioned before about something similar, I don't recall

21 what it was. So, not being an expert, and being fairly new

22 to the Federal election process, I didn't feel that I was
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in a position to be able to state authoritatively, or even

semi-authoritatively, one way or the other.

I just felt, on mny own, that it was questionable.

Q These contributions you received, were they in the

form of cash or checks?

A I think it was a miixture of cash and checks. Meaning

the five dollars?

Q Correct.

A Yes, it was a mixture of cash and checks.

Q In this meeting that took place in Neal Blair's

office, you handed, personally, cash and checks to Mr. Evans;

is that correct?

A I started to hand it to Neal, and he said: No, no.

Give it to Don. I said: Okay. Here.

Q To the best of your knowledge, did that take place on

October 19th, 1984?

A Yes. That sounds reasonable.

Q Did you subsequently discuss this with anyone else

at Ruff-PAC?

A I think I might have mentioned it. I don't recall

specifically. It is possible I might have mentioned it with

Sue Petersen and I don't recall her response at all. I don't



1 really recall talking about it after that point in time. No.

2 It is possible I did, but I don't recall.

3 Q The date which we believe was October the 18th, 1984,

4 when Neal Blair first asked you to contribute to FIFE PAC, did

5 you feel that you actually had an option not to contribute to

6 FIFE PAC?

7 IA An option not to. No. I didn't feel that I had an

8 option not to, per se, there wasn't any directive. It was

9 hard to explain. There is no directive, no written directive,

for you must do this and you must do that. It was, you know,. 11 when your employer comes to you and says: we need this, and

12 you have to go out and do this. You are in a position where

13 it doesn't -- it is not immediately apparent that it is

Nr14 illegal, which when it was first raised, we need some

15 contributors for this political action committee, that to me

16 didn't sound illegal -- contributors for a political action

17 committee -- so, when he said everybody would be reimbursed,

18 I thought: Well, okay, but I didn't know how they were going

19 to do that. As I said, I had no intricate knowledge of the

20 intricacies of Federal election law.

21 However, did I feel pressure, I supposed I felt any

- ~ 22 pressure that any reasonable person would when your employer
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approaches you and says: Do this. It sounds reasonable. It

doesn't sound illegal off the cuff, with the person knowing

that if they said: No, I am not going to do this reasonable

statement that you have made, yes. So there is a hidden

pressure.

Q Would it be accurate to say that you did not seriou

entertain the idea of not contributing~ to FIFE PAC?

I did not entertain the idea. I did not consider

ibuting. However, one employee did say that he

contribute.

Who was that employee?

That was Harold Goode.

Did he give a reason for not contributing to FIFE

PAC?

A He just -- I knew that he and Mr. Blair had been on

the outs, so to speak. Mr. Blair was very upset with Harold.

I don't know all the specifics, but when I told him that

Harold would not be contributing, it was like another nail in

Mr. Goode's coffin, and he was saying: We have to get rid of

Mr. Goode. He was very upset that Mr. Goode did not contribute,

was not supporting the team, and he was outraged and, in fact,

called up Mr. Stoddard immediately about it and yelled and

A

not contr

wouldn 't

Q

A

Q

slJ
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1 screamed at Mr. Stoddard about Mr. Goode.

2 Q Did Mr. Blair's call to Mr. Stoddard concerning Mr.

3 Goode take place while you were still at the offices?

4 A Yes.

5 j Q Had you personally solicited Mr. Goode f or

6 contributing to FIFE PAC?

7 A Yes, I did.

8 Q Did you personally tell Mr. Blair that Mr. Goode

9 would not contribute to FIFE PAC?

CO16 A Yes, I did..11 Q Was Mr. Goode the only person who didn't contribute

12 to FIFE PAC after receiving the solicitation from you?

13 A Yes, he was.

14 Q Do you know if any of the people you solicited

C 15 actually got reimbursed for their contributions?

16 A As far as I know they did, in fact, by the way,

17 aside from Mr. Goode, that was all the employees at the time

is who worked for the organization. A couple of days later, I

19 generally went into the Centreville office to pick mail and

20 deliver it to Washington and vice versa, we didn't have any

21 courier service, and I lived nearby. I went around and asked

22 the people, I said: I heard you all had been reimbursed. Did



1 you get r eimbur sed?

2 A The several people that I talked to said: Yes.

3 Pam came around and took care of it.

4 Q Did they mean Pam Ruff?

5 A Pam Ruff, yes.

6 Q Is she Howard Ruff's daughter?

7 A She is, yes.

8 0 Do you know if those individuals were reimbursed

9 with cash, or through checks?

CO A I have no idea. As I said before, earlier, when' 1 you asked the question, and Mr. Stoddard had come in and

12 said that Mr. Blair had called and to take care of it out of

13 petty cash, so I am assuming it was done in cash.

Nr14 Q Did you personally receive the reimbursement?

V15 A No. I did not. As I said before, I did not receive

16 reimbursement.

17 Q Why didn't you receive a reimbursement?

1s A Because I felt that if it was coming out of Free the

19 Eagle, I knew that that was not right. I didn't know for

23 sure it was coming out of Free the Eagle, I suspected such,

21 and thought that it was not right, I could take it off my

22 income tax anyway. I never made a donation to a political



- -w~,-~- -

0

action committee, so I might as well, so I took it off my

income tax instead.

3 Q Do you know of any other individuals there who were

4 not reimbursed?

5 A No. I don't know of anyone else who was not

6 1reimbursed, no.

7 Q Do you know what the actual connection is between

8 FIFE PAC and ICTA?

9 A The only thing that I know is that ICTA, it is my
(N

understanding that ICTA was an IRS 501(c)(6) and ICTA -- I am

*2 sorry, FIFE PAC was an IRS 527 and that Mr. Evans, Donald C.

12 Evans, ran both of them.

LO 13 Q Were those organizations affiliated at all with
n9

14 Howard Segermark?

15 A I understand that Mr. Segermark, I believe Mr.

16 Segermark, I am not sure, was on the board at the time, I

17 don't recall. However, later, Mr. Segermark, shortly some

18 time after these transactions took place, several months later,

19 I don't recall the exact time frame, Mr. Evans was let go by

29 the board, and Mr. Segermark was brought on board to run the

21 organization.

22 Q Was that both FIFE PAC and ICTA that he was running?



A Yes, that is my understanding.

2 j Q Do you know why Mr. Evans was let go?

3 A No, except for the fact that I know that he and

4 Neal had a falling out. Neal doesn't want to talk too much

5 about it. Neal did not want to talk too much about it and

6 as a result of that falling out, he was supporting the fact

7 that Don should be let go.

8 I spoke with Don Evans later, after this had

9 happened, and he just mentioned, but he didn't go into

10 specifics and I didn't press him for details, but he just

mentioned that he and Neal had had a disagreement, and that

12 he was doing lobbying and they wanted to take care of more

13 administrative tasks and some other tasks, and he said that the

14 focus was supposed to be on lobbying, that was what it was

15 there for, and that was pretty much the content of the

16 conversation, but he did not go into the specifics.

17 Q Do you know if there was any connection between

18 Howard Segermark and Ruff-PAC?

19 A Not that I am aware of.

20 Q Do you know if there subsequently was any connection

21 between Howard Segermark and Ruff-PAC?

22 A I know Howard Segermark was brought on board. He
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1 He runs Ruff-PAC and Free the Eagle operations.

2 Q Do you know if he is still affiliated with FIFE PAC

3 and ICTA?

4 A fHe is still affiliated with FIFE PAC and ICTA, as

5 far as I know, yes.

6 In fact, when they moved to their new offices --

7 when Free the Eagle moved to its new offices over at 25 I

8 Street or E Street, Northwest, the entire purpose of the move--

L) this was occurring during the time period prior to my leaving--

16 was so that ICTA, FIFE PAC, Free the Eagle, and Ruff-PAC would

11 all be under one roof, because Howard Segermark was going to

W612 be running all of the operations, all of them.

0 13 Q When did Howard Segermark take over Ruff-PAC and

14 Free the Eagle?

15 A Let's see, it was in, I believe, just off the top of

16 my head, it was something like September or October of 1986.

17 MR. RAICH: Let's go off the record.

18 (Discussion held off the record.)

19 MR. RAICH: Let's go back on the record.

23 BY MR. RAICH:

21 Q Other than the transactions we have already discussed

7-1 22 today, did Ruff-PAC make any other contributions to political
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BY MR. RAICH:

Q Exhibit Five is a copy of one of Ruff-PAC's reports

showing a $3,900 loan to Liberation PAC, and portions of

Liberation PAC's report showing a $3,500 to the Herschensohn

committee.

Are you familiar with that transaction?

A In passing, yes. I am familiar that money was given

V)

C-71

(The document referred to was

marked Government Exhibit Number

Five, for identification.)
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committees using other political committees as conduits for

those contributions?

A As far as I know, yes, they made a couple of them.

Can we go off the record for a minute?

MR. RAICH: Sure.

Off the record.

(Discussion held off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:

Q Was one conduit for Ruff-PAC named Liberation PAC?

A Yes, it was.

O I hand you what has been marked as Exhibit Five.



1 to Liberation PAC to give to the Herschensohn campaign, because

2 we were giving money to the Herschensohn campaign -- Ruff-PAC.

3 So, Ruff-PAC had given some money to the Herschensohn campaign.

4 I think we had also gone, or may part of us did, in inkind

5 contribution-type mailing to the Herschensohn campaiqn, and this

6 Iwas in California.

7 Q It appears from Liberation PAC's report that the

8 treasurer's name is Daniel Flynn.

9 Did you have any personal interaction with him?

1 A Yes, I knew Dan. Dan was employed by Free the Eagle.

S 1 Initially, he was employed by Federation for American Afghan

12 Action, which was in a former office of Free the Eagle on the

13 same floor as Free the Eagle, and then, as a position opened up

14 at Free the Eagle, he became working for Free the Eagle and

15 he did different things for Mr. Blair.

16 This was at the time while I was at the Fairfax

17 office. He did different things for Mr. Blair, Ruff-PAC and

18 with Free the Eagle.

19 Liberation PAC was a political action committee

20 established for the Federation for American Afghan Action.

21 Q You mentioned that this organization was on the same

22 floor in the same building. Was that address 214 Massachusetts
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to Liberation PAC to give to the Herschensohn campaign, because

we were giving money to the Herschensohn campaign -- Ruff-PAC.

So, Ruff-PAC had given some money to the Herschensohn campaign.

I think we had also gone, or may part of us did, in inkind

contribution-type mailinq to the Herschensohn campaiqn, and this

was in California.

Q It appears from Liberation PAC's report that the

treasurer's name is Daniel Flynn.

Did you have any personal interaction with him?

A Yes, I knew Dan. Dan was employed by Free the Eagle.

Initially, he was employed by Federation for American Afghan

Action, which was in a former office of Free the Eagle on the

same floor as Free the Eagle, and then, as a position opened up

at Free the Eagle, he became working for Free the Eagle and

he did different things for Mr. Blair.

This was at the time while I was at the Fairfax

office. He did different things for Mr. Blair, Ruff-PAC and

with Free the Eagle.

Liberation PAC was a political action committee

established for the Federation for American Afghan Action.

Q You mentioned that this organization was on the same

floor in the same building. Was that address 214 Massachusetts
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Avenue, Northeast?

A Correct.

Q Do you know if, at the time of this transaction

between Ruff-PAC and Herschensohn and Liberation PAC, whether

Liberation PAC was a multicandidate committee?

A I did not know. I did not know. The dealings of

Liberation PAC, I just knew that it was kept pretty quiet, that

it was even established or that it was being established. Neal

established it downtown, initially, without Mr. Jacobs

knowledge, who was the vice president of finance and accounting

and everything is supposed to go through Bill Jacobs.

Bill found out about it and talked to Neal and Neal

had said: Oh, yeah, yeah. we will get you the information and

everything.

I know it was initially established downtown, and I

don't know after that how much knowledge Bill Jacobs had, in

fact, if I understand it, had somewhat limited knowledge of what

Liberation PAC was actually doing, or being involved with. Mr.

Blair was directing that personally.

Q Do you know if Mr. Jacobs ever got involved with the

financial affairs of Liberation PAC?

A I do not know. I don't believe that he did, because



1 at this time period Neal was doing a couple of other things

2 downtown and that was shutting out Mr. Jacobs in establishing

3 different banking accounts and such that Mr. Jacobs did not

4 have access or privy to the financial information.

5 In fact, a couple of times I went down to see if we

6 could, on other auspices, see if we could qleen some type of

7 information to find out what was going on exactly, and why

8 are these other accounts being established and why was Mr.

9 Jacobs, the vice president of finance, not being allowed to have;

10 any information as to what was going on, what was contained inCc,
11 the accounts and what purposes were there, and was unable to

12 establish such information.
LO)

13 Q Did I understand you to say that you were essentially

14 an envoy between Mr. Jacobs and Mr. Blair?

C, 159 A No, I wasn't an envoy. No, I didn't contact Mr. Blair,

16 I just went and casually asked other employees if they knew

17 1 what was going on, to find out.

18 Q You mentioned that Mr. Blair set up Liberation PAC,

19 himself,, and that Dan Flynn was also involved in it.

26 Do you know who else was involved with Liberation

21 PAC?

-22 A I understand that John Houston, who was at the time
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1 this was set up vice president for leqislation for Free the

2 Eagle. Also, Andy Ivo, who was the executive director for

3 Federation for American Afqhan Action, was involved in this.

4 I don't know to what extent, what their titles were,

5 I just know that they were involved in setting it up and that it

6 was done to be a political action committee related to the

7 Federation for American Afghan Action.

8 Q I show you what has been marked as Exhibit Six.

0 9 (The document referred to was

10 marked Government Exhibit Number

1i iSix, for identification.)

*2 BY MR. RAICH:

13 Q Exhibit Six is a report filed by Ruff-PAC showing

14 an $1,100 contribution to Liberation PAC, and a portion of a

0 15 Liberation PAC report showing a $1,000 contribution to the

16 Silijander committee.

17 Are you familiar with this transaction?

18 A I am not familiar with this transaction at all, no.

19 I know that Silijander was good friends with Ruff-PAC. Ruff-

20 PAC had been friends with Silijander through Susan Petersen,

21 who used to work at Ruff-PAC/Free the Eagle, but I don't know

22 anything about this particular transaction.



1 we have so far discussed, with regard to Liberation

2 PAC, its serving as a conduit from Ruff-PAC to Herschensohn and

3 a conduit from Ruff-PAC to Silijander.

4 Do you know of any other activities that Liberation

5 PAC ever conducted?

6 A No, I don't.

7 Q I show you what has been marked as Exhibit Seven.

8 (The document referred to was

9 marked Government Exhibit Number

If Seven, for identification.)C %

5 1 1. BY MR. RAICH:

12 Q Exhibit Seven is a report showing a $2,915.60

13 contribution to a group named "Students for America" in D.C.,

14 and also a report filed by Students for America PAC showing

15 Ia slightly smaller expenditure for "Tee Shirts." That

16 transaction is a disbursement for $2,715.60. It is listed on

17 Exhibit Seven, page eight.

18 Are you familiar with this transaction?

19 A I am familiar with it, yes, I am.

20 Q Please explain what you know about it to me?

21 A This particular election cycle, these transactions

-- 22 were involved in the campaign of Senator Jesse Helms of North

I- - - ; - I" MF?3-
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Carolina. Students for a Better America PAC is headquartered

2 in North Carolina, Raleigh, North Carolina, in fact, is my

3 understanding.

4 After we maxed out on the campaiqn or Ruff-PAC, I

5 should say, during the time that we were in the process, I

6 guess, of maxing out, Ruff-PAC maxing out, I was contacted by

7 Mr. Blair, who said he wanted to do something along the lines

8 of something else for Mr. Helms.

9 He said that maybe we should do T-shirts, or whatever.

10 Q This was Blair's idea?

11 iA This was Blair's idea. In fact, before or after,

12 I don't remember which, or at the same time, he sent his

13 daughter to work on the Helms campaign. She went down to

14 North Carolina to work on the Helms campaign.

15 Q What was her name?

16 A Allison, Allison Blair.

17 We contacted some company, in fact, I believe, it was

18 Spencer Lee, whose name appeared on one of the earlier reports

19 as giving five dollars, Spencer was asked to -- he was an

20 artist, a good one too -- he was asked to come up with some

21 design for a T-shirt, and he came up with a design for a T-shirtj

22 and he worked directly with that company, Sale Blazers, or
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1 something like that, to develop the T-shirts..

2 we got them in, and sent them down -- pulled out some

3 IT-shirts for us, and sent them down to Students for a Better

4 America. We were working with college students. They were

5 trying to rally the college age vote. We sent them down to

6 Students for a Better America to distribute to college students

7 and to other supporters in kind of a PR-type thing.

8 Q Had you actually seen these T-shirts your self?

9 A Yes.

iiQ Do you know what they said?. 11A They said: Helms.

12 Q When you say Students for a Better America, do you

Ln13 actually mean the political committee known as Students for

14 America Political Action Committee?

C'15 A I mean both. They were -- it was my understanding,

16 they were akin to Free the Eagle and Ruff-PAC. They were

17 essentially the same thing. It was my understanding one was

18 a C-4 and one was a political action committee. In fact, it

19 is my understanding, we gave some money to Students for a Bette

20 America PAC for to go to the Helms campaign.

21 Q Do you know if Allison Blair was personally involved

22 in that transaction?

r,
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1 1 A I remember her calling up her father to talk about

2 something about more money or something, and shortly afterwards,

3 but I don't know the specifics of it, shortly afterwards, we

4 sent some money down to Students for a Better America PAC, but

5 1 don't know all of the specifics.

6 Q Do you know why the amount of money Ruff-PAC gave

7 Students for America PAC differed from the amount that that PAC

8 1payed to Sale Blazers fbr T-shirts, that $200?

9 A I haven't the slightest idea why it would, and I could

10 only speculate.. 11 Q What is your speculation?

12 A My speculation would be that Mr. Blair, as I seemed

13 to find as I was there, would routinely issue a check to somebody

14 for one particular amount in order to have them cover expenses

15 for a different amount, so that it did not look like the money

16 was connected at all. The purpose was to appear that they were

17 totally separate transactions and not connected, when in fact

18 they were connected, and that they were actually funding those

19 other additional transactions.

20 Q Would that apply not only to the transaction we are

21 discussing concerning Students for America PAC, but also with.22 regard to the transactions involving Liberation PAC as well?
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1A Yes, it would, most likely.

2 Q Is there any basis for that speculation?

3 A My dealings with Mr. Blair and, in particular, the

4 first time, when I first came to work at Free the Eagle, was

5 first approached to do a political action committee matter for

6 Mr. Blair, and after that time, he would make mention of this

7 procedure, or would mention to Mr. Stoddard, make sure we did

8 iit this way, or would mention to whoever was doing the accounting

9 or cutting the check,. to make sure that it was done this way,

isso that it would appear -- he would say: Of course, it is. ii legitimate, it is just so we don't raise any eyebrows.

.)12 Q So, this speculation you have is based on your

13 experience and your prior dealings with Mr. Blair, is that

14 correct?

15 A Yes.

16 0 You mentioned earlier that Allison Blair was involved

17 with contributions by Ruff-PAC to the Helms campaign; is that

18 correct? Did you previously mention that?

19 A I believe that is correct,, yes.

20 Q Do you know the method by which Ruff-PAC made those

21 contributions through Allison Blair?

22 A The only knowledge I have is that a check was Federal
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1 Expressed down, I believe, out of the Fairfax office, down to

2the Students for a Better America PAC.

3 Q That is the extent of your knowledge involvinq

4 Allison Blair?

5 A Yes.

6 Q Do you recall w-here you heard that this money was

7 going to Allison Blair for the Helms campaign?

8 i A From Neal.

-. 9 Q Neal Blair, himself, told you?

iiA He made some comment in passing to me about it.I.11 don't remember the specifics of it. In fact, I took the phone

12 call when Allison first called in, she didn't speak to her dad.

13 She just mentioned in passing something about this and I said

14 he wasn't there and then after he talked to her, he made some

15 comment to me about it.

16 I was the one that he had call up the Fairfax office

17 to prepare a check for his signature.

18Q Did he tell you the amount of the check?

19 I A I am sure he did.

28 Q Do you recall what that amount was?

21 A I don't recall.

Alm :22 1 Q I hand you what has been marked as Exhibit Eight.
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1 PAC, the first time I was there, I had only been there a couple,

2 three weeks, Mr. Blair called me up and asked me to have the

3 Fairfax office prepare a check for, I guess it was, Prolife.

4 I don't recall actually if it was Prolife, because I remember

5 we sent it down to Lynchburg.

6 MR. RAICH: Off the record.

7 (Discussion held off the record.)

8 MR. RAICH: Back on the record.
CO

9 BY MR. RAICH:

CN Q You mentioned that you felt there was some activity

*a that you were familiar with involving some "life" political

12 action committee; is that correct?

13 A Yes.

14 Q Are you sure that that was the National Prolife

15 Political Action Committee?

16 A I am not sure that it was the National Prolife. The

17 name "life" rings the bell. It was the first time I had ever

18 had dealings with a PAC and.I.was very new there and didn't

19 know the different players on the seats.

20 Q When did this transaction take place, with regard to

21 when you started working there?

22 A It was within a month or two right after I was -- I
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1 think it was in the first month that I started working there.

2Q Do you know the name of the personnel who were involved

3 with that PAC?

4 A As I recall, the name of the person that I had dealt

5 with was a fellow by the name of Ron Goewin.

6 Q Do you know how that is spelled?.

7 A I believe the last name is spelled, G-o-e-w-i-n.

8 Q Do you know where that PAC was located?

9 A It was down in Lynchburg.

A3 Q Is that Virginia?. 11A Virginia, yes.

12 0 What was the extent of your involvement with Mr.

13 Goewin?

14 A Mr. Blair had asked me to contact the Centreville

15 office and obtain a check -- have a check from them sent down

eN16 to -- Federal Expressed down to this PAC in Lynchburg, and as

17 soon as the check was cut, before it would be Federal Expressed

18 I was to call Mr. Goewin and let him know that a check for

19 such and such an amount was on the way.

20 Q Do you recall the amount?

21 A It was like around $3,000, but I don't recall

22 specifically.



1 To let him know that the check was on the way, and

2 that to tell him -- Neal was vague when he told me this -- he

3 said: Just tell him to make sure that check is for less that

4 he sends out.

As I was speaking with Mr. Goewin and told him that,

6 he made some mention that the money was going to some campaign,

7 and I think he actually mentioned the campaign, but I don't

8 recall specifically.

9 Q Did you then talk to Mr. Goewin and tell him the

10 things that Mr. Blair told you to say?

11 A That is right. That is what I was saying. When I

12 spoke with Mr. Goewin, I told him what Mr. Blair. had said and

13 Mr. Goewin said:. Yes, they were already -- They were going to

14 prepare a check with a different date to go such and such

15 campaign, or something. I said: Fine. I will let Mr. Blair

16 know.

17 Q This check that Mr. Goewin was referring to had a

18 date different from the date of the receipt of the Ruff-PAC

19 check and was a slightly different amount, too; is that correct?

20 A That was my understanding that that was to be the

21 case, yes.

22 1 Q Do you know of the reason for those differences in
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1 date and amount?

2 A I did not know the reason and did not ask Mr. Blair

3 the reason. He had dealings with Mr. Goewin and I was not

4 pertinent to those initial dealings.

5 Q Would it be accurate to say that Mr. Goewin didn't

6 ask any questions about the reason for the differences in date

7 and amount, himself?

8 1 A Mr. Goewin was already aware of the fact. He made

9 mention, yes, I had already spoken to Neal about this.

10 Q Did you have a speculation for the reasons the date.1.1 and the amount differ?

12 A I had no speculation.

13 0 You mentioned earlier with regard to some transactions

14 that you speculated the reason for the differences in amount.

15 Is there some reason you don't have a speculation with

16 regard to the transaction involving Ron Goewin?

17 A Like I said, that was my first dealingT with him. I

18 had some speculation and I raised some question in my mind, but

19 that was the first that I had every dealt on any PAC -- before

20 I had ever come to Free the Eagle, I had heard the word "PAC" but

21 I had no idea what PACs were. I hadn't dealt with them. I didn't

Amok22 know what they did. So, my speculation was very limited.
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Now, with my current knowledge, yes, I could

speculate on why it was. My speculation is cheating. Someone

else might have a different reason, but, yes, I could speculate

4 that the funds were earmarked for donation to this other PAC,

the funds were being earmarked to go to a campaign.

6 Q And?

7 A And the reason for the different amounts was to

8 conceal that fact.

9 Q I show you what has been marked as Exhibit Nine.

13I (The document referred to was

Smarked Government Exhibit Number

12 Nine, for identification.)

13 BY MR. RAICH:

14 Q Exhibit Nine is portions of a report from Ruff-PAC

15 showing a $5,000 contribution to a committee named "Gun Owners

16 of America." Exhibit Nine also contains portions of a report

17 filed by Gun Owners of America Campaign Committee showing a

18 $5,000 contribution to the Dick Armey, A-r-m-e-y, campaign.

19 Are you familiar with this transaction?

20 A I am familiar with Dick Armey. I am familiar with the

21 fact that we had maxed out on the Dick Armey campaign. At this

22 time, as I said, Susan Petersen was the PAC director, and I don't
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1recall any transaction with Gun Owners of America, at all.

2 When you said Susan Petersen was PAC director, did

3 you mean director of Ruf f-PAC?

4 A Yes. She was considered the executive director. Neal

5 was the president. She suggested -- she normally contacted the

6 campaigns and made the camTpaign contributions.

7Q you did not personally have any knowledge of this

8 particular transaction?

9 A No. I don't recall this one.

Q I hand you what has been marked as Exhibit Ten.. 11 (The document referred to was

12 marked Government Exhibit Number

Il)13 Ten, for identification.)

14 BY MR. RAICH:

15Q Exhibit Ten is portions of a report filed with the

16 FEC by Ruff-PAC showing a $1,920 contribution to Save Social

17 Security PAC.

18 In Exhibit Eleven, you will see that there is a

19 subsequent $80 contribution from Ruff-PAC to Save Social Security

20 PAC.

21 Exhibit Ten also contains portions of a report from

Adak 22 Save Social Security PAC showing a $2,000 receipt from Ruff-PAC
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and a $1920 contribution to the Linda Chavez campaign.

Are you familiar with this transaction?

A All I know is that we were heavily supporting Linda

Chavez, because Neal felt it was buying us power, some Political

credibilities, since Chavez used to work at the White House.

Other than that, I don't recall this particular

transaction. It sounds familiar, but I don't recall it

specif ically, no.

Q I hand you what has been marked as Exhibit Eleven.

(The document referred to was

marked Government Exhibit Number

Eleven, for identification.)

BY MR. RAICH:

Q Exhibit Eleven is portions of a Ruff-PAC report

showing a $3,000 contribution to "Concerned Americans PAC."

Exhibit Eleven also contains portions of a report filed by

Concerned Americans PAC showing a $3,000 contribution to the

Jim Hanson campaign.

Are you familiar with this transaction?

A What time period did this take place?

'86. 1 just seem to recall Neal calling me and asking

me to see that a couple of checks were made out. One for the



1 Shimizu and one for the Hanson campaign. Shimizu is

2 S-h-i-n-i--z-u. And also, I recall -- I seem to recall him

3 mentioning also the Richardson -- there were like three of them

4 and he asked me to see that checks were cut, and sent out to the

5 appropriate campaigns, and to call the campaigns to let them

6 know that the money was on the way. That was it.

7 Q Did you know at the time whether Ruff-PAC had maxed

8 out to those people?

9 A No, I didn't know.

iiQ I wasn't dealing with the continual day-to-day PAC

11type activities. Most of my PAC activities at that time was

12 seeing that the "thank you" letters were sent for donations,

13 just fundraising. That was it.

14 Q When you said you called up the committees to tell

15 them that the check was on the way, did you mean that you would

16 talk to somebody at Concerned Americans PAC?

17 A No. I am. sorry. There is a misunderstanding. I

18 have never dealt with Concerned Americans PAC that I recall, no.

19 What I was saying was -- you mentioned Hanson and

20 a couple of others, I believe, and I was just working out of

21 those off this particular report, I believe, I have dealt with

22 the Richardson campaign, the Shimizu campaign, and the Hanson
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campaign, told to let them know that checks that Neal had

2 requested that be sent to them for a contribution to them, I

3 saw that the checks were sent out from the Fairfax office.

4 Other than that, that was my only contact. Neal came

5 to me and said: Have a check for this amount co to so-and-so,

6 have a check go to Richardson, have a check for such-and-such

7 amount ao to Shimizu. Have a check for such-and-such amount

8 go to Hanson -- the Hanson campaign. Call each of these'C

9 campaigns and let them know the money is on the way.

i That was my only dealings, I don't recall any dealinqs

11 that I had with Concerned Americans.

12 Q It appears from Exhibit 11, page five, that the

13 treasurer of Concerned Americans PAC is James Fenlason.

14 Did you know him?
(7

15 A No. I don't know him, no. As I said before, Mr.

16 Flynn dealt with these PACs around that time period.

17 Before that time, before this time period, Mr. Houston

18 did, but after Mr. Houston left just prior to -- around

19 November 4th was his last contact with Ruff Political Action

20 Committee, then it was, I believe, strictly Mr. Flynn.

21 Q So, these transactions took place during 1986, prior

22 to November, would have involved John Houston; is that correct?
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1 A John Houston, yes. Then Daniel Flynn.

2 Q Daniel Flynn was also working with John Houston during

3 this 1986 filing?

4 A That is correct.

5 MR. RAICH: off the record.

6 (A brief discussion was held off of the record.)

7 MR. RAICH: Back on t1-he record.

8 BY MR. RAICH:

9 0 We have discussed various activities connected with

10 these various organizations.

* 11I Are there any other activities you knew about that

12 may have involved violations of the Federal election laws?

13 A I think the ones that we talked about so far is it.

14 Those are the ones that I am aware of. Liberation PAC and the

15 others, those are the ones that I am aware of.

16 Q Do you believe that Neal Blair was personally aware

17 of these activities, himself?

18 A Neal Blair was the one that directed them, and

19 directed me to take the actions that I took, in regards to any

20 of the ones that I might have been involved with.

21 0 To your knowledge of how the operation worked, did

a22 Neal Blair also personally direct other people for these
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1 activities?

2 A Yes, he did, in fact. He didn't always just come to

3 one person, he would go to different people to ask them to do

4 different parts of the activity, or he would ro to one person

5 to have a campaign contribution made to one campaign and

6 sometimes he would ao to another person and have a contribution

7 made to a campaign. He went to different staff members. He

8 didn't always stick with one. He went all around the office.

9 Q Would he try to compartmentalize his activities by

lB only telling each staff member a small piece of the story?. 11 A Yes. He did do that. In fact, he was around the

12 office, and he would call someone in and qive them a little bit

13 and say: Don't tell anybody else. Then he would call somebody

14 else into his office and tell them a little bit.

15 Of course, we ignored him, and we would compare notes,

16 sometimes sooner than later, and oftentimes it wouldn't be until

17 later, when we would have a chance to sit down from runnina

18 around on hectic activities and compare different notes, whether

19 we might find out what was going on.

20 Q Would you find out he would sometimes tell one story

21 to one person and another story to another person?

22 A Yes.
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Q Did he personally double check every check that went
2 out of the office to a campaign?

3 A It was his standing order that no check went out without

4 his signature, that every check was to have his sicynature,

5 except in the most extreme cases, which he would personally

6 authorize over the phone. The checks were to be prepared, to

7 be placed in an envelope and sent to the D.C. office for him to

8 sign.

9 After he personally signed them, they would then be

10 sent out.

11 Q If he were out of town, for example, what would he do

12 to make sure that a check was exactly as he wanted it to be?

13 A Normally, he knew in advance when he was leaving town,

14 so he would say that the checks were to be prepared, he would

15 come in and sign them, and then they were not to be sent until

16 such-and-such a date, or sent until such-and-such money comes in

17 to the political comittee.

18 In such cases, he did authorize, I believe, Bill Jacobs

19 or Marilyn Price to co ahead and sign them, so that they could

20 be sent out. It is my understanding that those instances were

21 few and far between, I think there was a total of five times.

22 Q Is it your understanding that even in those instances
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1 he had somebody read every single part of the check to him over

2 the phone, before he would authorize Bill Jacobs or Marilyn

3 Price to sign the check?

4 A Yes.

5Q He did this with checks to campaians, do you know if

6 he also had this policy with reqard to checks to other political

7 cornmittees?

8 A Yes.

9 Q Do you know if it was Blair's policy to prefer to send

i money directly to campaigns rather than to send it out to other

* 11 political committees, PACs?

tn 12 A He always sent them to political campaigns.

13 Q What I mean is: Did he feel it was more useful for

14 his policy reasons to send money, if he could, directly to

15 campaigns than to spread money around and send it to other PACs?

16 A Yes. That is my understanding.

17 Q Do you know whether any of the recipient candidate

18 committees, who received money from Ruff-PAC through other condui

19 committees, such as what we were discussing earlier in the

26 deposition, do you know if those recipient committees knew that

21 Ruff-PAC was the true contributor of the funds that they

22 received?

I
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A Through, number one, through what we were just ta

about, some of the other conduiting that we were talkinq ab

I was in Neal's presence, I mean, Neal said to me on one

occasion, I don't recall specifically what was involved --

said: Such and such payed -- Isn't this a little bit off t

wall, highly questionable? He said: We have to do this.

is okay. It really is okay. We have to do this to get our

candidate -- to get our people in office.
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Is that a direct cruote that you recall him sayinq

have to do this to get out candidates elected?"

Yes.

That is a direct quote?

Yes.

MR. RAICH: Off the record.

(Discussion was held off the record.)

MR. RAICH: Back on the record.

BY MR. RAICH:
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Q Did Mr. Blair mean by that statement that you

attribute to him that it was necessary for him to disquise

contributions to candidates through other political committees?

A Yes.

0 Was Mr. Blair aware, to the best of your knowledge,
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that contributions in the name of another person are prohibited

2 by the Federal election laws?

3 A To the best of my knowledae, yes.

Q What makes you think that he was aware of that?

5 A After I had worked there for a time, he made some

6 comments about -- I would be there, when he would be directinq

7 isomeone else to cut a check for a political action committee

8 and to contact the other political action committee and make

9 sure they cut a check for less or for more to the candidates,

I so that it couldn't be picked up, and to change the dates on

11 the checks so that they would vary.

12 Q Would this also apply to the fact that he had the

13 amounts vary on individuals loans from people, too, to Ruff-PAC,

14 such as the loan that you were involved with?
CT_

15 A Perhaps so.

16 Q It was precisely because of your knowledge of the

17 way Neal Blair worked in changing these dates that you became

18 suspicious when he asked you to become personally involved; is

19 that true?

20 A Do you mean with American Heritage Center?

21 Q American Heritage Center.

22 A Yes, just my dealings with -- yes, it made me
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1suspicious, and that is why I questioned to make sure that this

2 particular channeling was leg-al, and was above board, and was

3 a oophle.I knew that our attorney for Ruff-PAC was a former

4 gneral counsel for the FEC as was explained to me by Mr. Blair.

5 1assumed that his knowledge could be taken like the Bible, a

6 semi-Bible, so to speak, and it would be okay.

7 Q What I mean is that you had become familiar with the

8 modus operendi of Neal Blair involving altering amounts of

9 checks and dates of checks, things of that sort; correct?

10 A Correct..11 Q You had come to believe that that was to evade the

12 requirements of the election laws; is that also correct?

13 A Correct.

14 0 When he asked you to change the amounts of checks

15 written out of your own personal account, you also believed this

16 was for the same reason; is that correct?

17 A Correct.

18 However, on this particular item, it wasn't Mr. Blair

19 who issued a check for a different amount, it was -- perhaps I

20 am going past what we have already talked about -- it was my

21 understanding, Mr. Blair called up Mr. Jacobs and had Mr. Jacobs

adik 22 handle the transaction. I don't know what Mr. Jacobs knew.
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It was my understanding that Jacobs was only carrying

2 out Blair's -- what Blair wanted to do and was under the same

3 impression himself that it was perfectly legal. Only when they

4 mentioned the different amounts did some question arise in my

mind.

6 0 You mentioned that Mr. Blair had stated that he

7 received legal advise to the effect that the transaction you

8 were involved with from American Heritage Center to Ruff-PAC

9 was legal.

13 Is that correct?

11 A That is correct. He stated it to Mr. Jacobs and

12 repeated it to me. Again, a day later, in fact, it might have

13 been the morning of this transaction, when it took place, Neal

14 called me about something else -- having to do something for
C-

15 him, he would call us to wash his car, take him to the airport

16 and then wash his car or somethina -- and I made some comment

17 in passing about this transaction. He said: Oh, yes, yes. It

18 is okay. I checked with Jan. It is all right. Jan, being Jan

19 Baran, our attorney.

20 Q Did you subsequently have a conversation with Jan

21 Baran with regard to the legality of these transactions?

22 A I did have a conversation with Mr. Baran reqardin this
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after we had received letters from the FEC. Yes, I did have

a conversation with him.

Q Did Mr. Baran say that Neal Blair had asked him for

advice on the legality of such a transaction?

A No. In fact, he said auite specifically to the

opposite, because I asked Mr. Baran if Neal had spoken with him

about this, and if it was leqal. He said: No. Neal never

spoke with me about this.

Q Did Mr. Baran also indicate that Mr. Blair had stated

to Mr. Baran that Blair had made up statements regarding the

legality of this transaction?

A Mr. Baran said to me that Mr. Blair admitted to him

that, on his own, that he decided this on his own, that it was

okay.

Q So far, we have been discussing Mr. Blair's knowledae

of the election laws with regard to contributions in the name

of another.

Do you know whether other people at Ruff-PAC or Free

the Eagle were also aware that contributions in the name of

another are prohibited by the Federal election laws?

A The only one, evidentally, would be Mr. Goode, that

I know of and had spoken with to find that this was questionable.

tO
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1 Anyone else, I don't know what their knowledge is. I don't

2 know what Mr. Jacobs' knowledqe is. I don't know what Marilyn

Price's knowledge is.

Q Speaking, once aqain, with regard to Mr. Blair, do

5 you know whether he was aware that corporate contributions are

6 prohibited by the Federal election laws?

7 A Mr. Blair is aware, in fact, Mr. Blair made me aware

8 when I first came here that corporate contributions to political

C 9 action committees are illegal. That is goinq back to my earlier

i testimony, that is why I raised the question, knowing that

11 corporate contributions are illegal, that is why I raised the

!) 12 question to Bill Jacobs, and said: Wait, if this is going from

13 American Heritage Center to me, and me qoing to the PAC, even

14 though we are saying that it is me loaning to the PAC and AHC

15 loaning to me, couldn't it be construed as that and wouldn't

16 that be illegal?

17 Bill said: He had asked, he had that question in his

18 mind, and that he would check with Neal. Then, that Neal had

19 said no, that he had talked to an attorney and it was okay.

20 I knew it, Neal knew it, and Bill knew it.

21 Q Mr. Blair informed you personally, shortly after you

22 started working for him, that corporate contributions were
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Anyone else, I don't know what their knowledge is. I don't

2 know what Mr. Jacobs' knowledqe is. I don't know what Marilyn

3 Price's knowledqe is.

4 Q Speaking, once again, with regard to Mr. Blair, do

5 you know whether he was aware that corporate contributions are

6 prohibited by the Federal election laws?

7 A Mr. Blair is aware, in fact, Mr. Blair made me aware

8 when I first cane here that corporate contributions to political

9 action committees are illegal. That is goinq back to my earlier

A. testimony, that is why I raised the question, knowing that

S ii corporate contributions are illegal, that is why I raised the

o 12 question to Bill Jacobs, and said: Wait, if this is going from

V) 13 American Heritage Center to me, and me going to the PAC, even
W~)
"14 though we are saying that it is me loaning to the PAC and AHC
0 15 loaning to me, couldn't it be construed as that and wouldn't

16 that be illegal?

17 Bill said: He had asked, he had that question in his

18 mind, and that he would check with Neal. Then, that Neal had

19 said no, that he had talked to an attorney and it was okay.

20 I knew it, Neal knew it, and Bill knew it.

21 Q Mr. Blair informed you personally, shortly after you

22 started working for him, that corporate contributions were



1prohibited; is that correct?

2 A Right, because we had had a couple of checks come in

3 from companies, donations, and I said: What do we do with these,

4 they came to the D.C. office in the time I was working there.

5 1I said: Should I send these out and have these deposited too,

6 because I was brand new and didn't know the process of how funds

7 were put into the bank account.

8 He said: No, no. Those cannot go into the PAC,

9 corporate contributions cannot ao into the PAC.

160 What did he have you do with corporate contributions?

SA He had me send them out to Fairfax to go into the

12 State PAC fund.

13 Q Ruff-PAC State Fund?

14 A Ruff-PAC State Fund, yes.

15 0 Did other persons at Ruff-PAC and Free the Eagle also

16 know that corporate contributions were prohibited by the Federal

17 election laws?

18 A Other persons at the tine I was working there, I know

19 Susan Petersen did, Maria knew. Aqain, I can't say specifically

26 who at the Fairfax office. I knew that accounting knew, because

21 they had to deal with the checks.

lik 22 Other than that, I don't know. I don't know who

I



1jprohibited; is that correct?

2 A Right, because we had had a couple of checks come in

3 from companies, donations, and I said: What do we do with these,

4 they came to the D.C. office in the time I was workincr there.

5 1 said: Should I send these out and have these deposited too,

6 because I was brand new and didn't know the process of how funds

7 were put into the bank account.

8 IHe said: No, no. Those cannot go into the PAC,
00~

9 corporate contributions cannot ao into the PAC.

100 What did he have you do with corporate contributions?S 11A He had me send them out to Fairfax to go into the

12 State PAC fund.

13 Q Ruff-PAC State Fund?

14 A Ruff-PAC State Fund, yes.

15 0 Did other persons at Ruff-PAC and Free the Eagle also

16 know that corporate contributions were prohibited by the Federal

17 election laws?

.18 A other persons at the time I was working there, I know

19 Susan Petersen did, Maria knew. Again, I can't say specifically

20 who at the Fairfax office. I knew that accounting knew, because

21 they had to deal with the checks.

Adk 22 Other than that, I don't know. I don't know who

---------- j
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specifically in accounting other than Harold and Marilyn. I

don't know who else would know. I assume Mark Stoddard, when

he was there, knew, but I don't know that for sure.

Q Do you know whether Neal Blair had knowledqe concerning

the contribution limitations imposed by the Federal election

law?

A Yes, he did, because he made me aware of the

contribution limitations of $5,000 for aeneral and $5,000 for

public.

Q For the public?

A Public primary.

Q He had personally informed you about those limits,

himself, shortly after you started working there; is that

correct?

A Yes.

Q Did other people at Ruff-PAC and Free the Eagle also

have a knowledge, to the best of your understanding, with regard

to the contribution limitations imposed by the Federal election

laws?

A I know the accounting people did, other than that --

Susan Petersen, when she was there, she did. John Houston did.

Other than that I don't -- Bill Jacobs did. Other than that,
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I have no idea.

2 0 Do you know whether Neal Blair personally had a

knowledge concerning the reporting reauirements of the Federal

4 election laws?

A I have no idea what Neal knew about the reportinq

6 requirements.

Q Do you know whether Neal Blair had any personal

8) knowledqe concerning the recordkeeoinq requirenents in the

. 9 Federal election laws?

13 A I know that he knew that records had to be kept,

11 because shortly after I was there he wanted some information

Ln 12 compiled from the reports. I asked him: What reports? He

13 said something to me about the reports and we could get them

14 from the Centreville office.

C-5 15 That Federal contributions -- I think we were doing

16 a rundraising letter, and we wanted to know how much we

17 contributed to everybody, and so he said: Have them get the

18 reports, go to the FEC and total up the amounts, so that we

19 know how much that we spent during an election cycle.

20 Q Did he specifically mention that those records he has

21 to check were required to be kept by the Federal election laws?

22 A I don't recall him mentioninq it.



1 Q Do you know with regard to other people at Ruff-PAC

2 and Free the Eaqle, if they had personal knowledqe concerninq

3 the reportinq and recordkeepin requirements of the Federal

4 election laws?

A I know that Goode did, when he was there. I know

6 that Marilyn Price knew, that is, because she was the one who

7 issued the reports. I know that, when I was first there, Neal

8 siqned the reports. He was also supposed to siqn the reports,

9 at the time. One time, he wasn't there and he called up and

i told Marilyn that Bill just had to sign them and send them in.

S1 Other than that, I don't know who else. I have no

12 knowledge, in fact, of the reporting requirements. I just know

13 that there are reports filed, other than that, I don't know what

14 the reporting requirements were.
C

15 Q I asked you, a few minutes aco, concerning the

16 contribution limitations imposed by the FEC. You stated that

17 Mr. Blair told you there was a $5,000 per election requirement

18 that Ruff-PAC could make to candidates.

19 Was that the extent of the knowledqe you are aware

20 Blair had concerning the contribution limitation imposed by the

21 Federal election laws?

22 A Also, he mentioned something to me, once, about the

--- i-- . K- "P"PW-_ I, _- T., :t , I . -11 1 ', - . I . I I - I I
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1 $1,000 limitation for -- I don't know whether it involved

FIFE PAC, because he made some mention of that after the fact,

3 1about a minimum number of donors in order to be a multicandidate

4 PAC.

5 Other than that, I don't know what else he knew. You

6 would have to ask him, but since he ran the show, I would assume

7 that he knew some of it, at least. He was the one who told me

8 this information, so.

But, as a direct response, I don't know how much he

10 knew.

11 Q As far as you knew, he was just doing it at $5,000

12 limits per election involving Ruff-PAC, and a $1,000 per election

13 limits involving certain other kinds of PAC, and that was the

14 extent of his knowledge; is that correct, that you know of?

15 A As far as I knew, yes.

16 0 Did you obtain any knowledge concerninq the Federal

17 election laws outside of what Neal Blair personally told you,

18 during your time at Ruff-PAC?

19 A In fact, I did ask him, once, about that, come to

20 think of it. Susan Petersen, at the time, was doinq most of the

21 handling, so I was being only involved insofar as a qofor --

22 go get this check and make sure it is sent out -- I said: I
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1 work and then I would come to work. The tention in my mind was

2 that much. I was concerned about it.

3 Q It was because of the things you were told to do;

4 isn't it?

5 A That is correct. I had no outlet. I didn't know who

6 I could talk to. I couldn't afford an attorney. I didn't

7 know where to turn to in order to go about findinq out what was

what, and what was the law and what wasn't the law.

9 When I mentioned to Mr. Blair once that I would like

I1N to find out more about what is going on and how things work and

W 11 how things are supposed to be, he said: Don't worry about it.

1,0 12 1 will take care of it. Do this and you take care of this.

110 13 Things will take care of themselves. Accounting files these

14 reports and does this. You don't have to worry about any of

15 it.

1K 16 I didn't know what else to do, so I just went through

17 the paces until I could -- Yes, in fact, there was a policy

18 that I was not to and others were not to call any of our

19 attorneys -- it was not a written policy, it was an instructed

20 policy -- not to talk to any of the attorneys unless he was

21 present or at his direction.

22 Q Neal Blair's direction?
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A At Neal Blair's direction.

0 Pardon me for asking, but do you recall approximately

how many days you felt so upset at what you were forced to do

that you vomited?

A I would say more than I could count on my two hands

and two feet.

Q More than 20 times?

A More than 20 times.

Q Would that be less than 30 times, too?

A I don't know. I know it was quite a few times. My

wife was very concerned about it, so I started to be concerned

about it, too.

In fact, that is why, at the time that Mr. Houston

came in and was going to be taking over some riahts, and Mr.

Houston and I did not hit it off right, I saw it as an

opportunity to get out of the D.C. office, which is where it

was going on, and qo out to the Fairfax office to pursue other

activities and to pursue building my resume, so to speak, since

I did not have much experience, so that I would be able to qo

after a better salary.

0 Did you continue to have the physical problems once

you had moved out of the D.C. office?

7L 77 ...- i!i ...
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1 A No.

2 Q Did Neal Blair say anythinq to you, on any occasion,

3 indicating that he did not like the Federal election campaians?

4 A He didn't say anything about the campaign Acts;,

5 specifically.

6Q Did he say anything to you derogatory about the

7j Federal Election Cormnission?

8 A Yes.

9 Q What kinds of things did he say?

II A He was derogatory about the Federal Election

11 Commission on several different occasions, and said that they

12 were worthless, bunch of wimps, a bunch of bureaucrats that

i) 13 can't get a job anywhere else. It is a constipated bureaucracy.

14 They serve no useful purpose at all.

15 Q Anything else?

. 16 A Nothing specific. Other than what I already said.

17 Q Did he make such statements frequently?

18 A I wouldn't say frequently, per se. fie made these

19 statements several tines.

20 0 By several times?

21 A A handful of times that I have hoard him, maybe

22 around five.



1 Usually, the context of the statements were -- He

2 made mention, which was also indicated to me in the activity

3 that was goinq on when we were sending money from one PAC --

4 from Ruff-PAC to qo to another PAC and, then, to qo to A

5 candidate, it wasn't just in private conversation.

6 Usually, it was something that we were involved in

7 on Ruff-PAC, just these statements.

8 0 Other than what we have already discussed, are you

9 aware of any violations of the Federal election laws by any

Sii person?

11 A No, I am not. Not that I can recall, no.

12 MR. RAICH: Off the record.

13 (Discussion held off the record.)

14 MR. RAICH: Back on the record.
C-

15 BY MR. RAICH:

16 Q Are you aware of any reputation that Neal Blair may

17 have concerning his truth and voracity?

18 A Yes.

19 Q What is that reputation?

20 A People who I have spoken with, whom he has dealt with,

21 said that he is a big talker. He is a small doer. He doesn't

22 deliver. Many times, he says one thing and does another. They
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1 have little regard for his word or his integrity.

2 Q Did you feel threatened to cooperate with the things

Neal Blair told you to do?

A Yes, I did.

5 0 Did Neal Blair have a temper?

6 A Yes, he did.

7 Would he, on occassions, go into rages and fits?

8 A Yes.

9 MR. RAICH: Off the record.

1" j (Discussion held off the record.)

MR. RAICH: Back on the record.

12 E MR. RAICH:

* 13 Q Did you feel intimidated by Neal Blair?
N31

14 A I did feel intimidated by Neal Blair. It wasn't even

15 so much that he said specifically to me, except for the fact

oy% is that I saw him in his interactions with Mr. Goode. How upset

17 he was with Mr. Goode, and how he said, numerous times, we have

18 to fire that fellow.

19 I was new in town, in fact, I had come out -- moved

20 out from Utah to accept this job. I didn't know anyone around

21 town. I hadn't been out of college very long. I didn't have

22 job experience. I had a wife and a couple of children to feed,
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1 and this is a much higher standard of living out here, than it

2 is in Utah, much, much higher.

3 1 was very money dependent, so to speak, as anyone

4 would be. Also, there is still the unwritten, intrinsic

5 pressure that an employee feels for an employer when an employer

6 says: Do this. Yes, that pressure, the expectation to perform

7 in one's job what is asked of then, yes that pressure was there.

8 Yes.

9 Q Are you aware of any reputation Bill Jacobs has

16 concerning his truth and voracity?*11 A In my opinion, Bill Jacobs is a truthful individual,

LO132 has integrity, if he says he will do something, he will do it.

I13 He will stand up to Neal and has, I know, on a couple of

14 occasions, he has stood up to Neal, and Neal has commented, you
C-1

n 15 know, that stupid Jacobs, back to me, like he did with Harold.

rX16 I saw it. That is part of why I say: Yes, there

17 was that pressure there. There was that pressure on me and

18 everyone, because Neal would go back and tell at least one other

19 person, sometimes me, and make comments about someone 's

20 character whenever they stood up to him.

21 In fact, a couple of times, I had stood up to Neal on

22 ipolitical issues, and he said: Maybe we should do this. What
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1 do think?

2 1 said: No. I disagjree. We should do this.

3 He would ao off the wall. lie would say: What are

4 you talking about? That is crazy. That is stupid. That is

5 insane. Where did you get your education? I am a lawyer and

6 you have to learn to think like a lawyer. You have to be

7 logical.

8 After a couple of times of that, you just learn that

9 he would ask for your opinion and that is all. I saw the

is people coming in afterwards, after having the same dealings, and.11 I told them: Don't stand up to him, just nod your head and say

LO12 yes.

13 They would come to me after having had their guts

14 ripped out and handed to them. They would say: Yes, you were
C,

V)15 right. I shouldn't stand up to him.

rN16 MR. RAICH: Mr. Sparks, do you have any questions

17 for this witness?

18 MR. SPARKS: No, I don't.

19 BY MR. RAICH:

20 Q Mr. Newton, you will have an opportunity, when the

21 transcript of this deposition is prepared to review the

22 transcript and to sign it. You are not required to do so,
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however.

Do you wish to waive signature?

3 A Yes, we will waive signature.

4 Q Under the Commission's regulations, you are entitled

5 to a witness fee for your appearance here today, and I am

6 I handing you your check right now.

7 MR. RAICH: This concludes the deposition.

8 (Whereupon, at 12:45 p.m., the taking of the instant

9 deposition ceased.)
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1 CERTIFICATE OF REPORTER/NOTARY PUBLIC

2 T, Patricia Anne Minson, a Notary Public in and

3 for the District of Columbia, before whom the foregoing

4 deposition was taken, do hereby certify that the witness

5 whose testimony appears in the foregoing deposition was

6 duly sworn by me; that the testimony of said witness was

7 taken by me hereof and thereafter reduced by typewriter

8 under my supervision; that said deposition is a true and

9 accurate record of the testimony given by said witness;

10 that I am neither counsel for, related to, nor employed

11 by any of the parties to the action in which this

12 deposition was taken; and further, that I am not a

13 relative or employee of any counsel or attorney employed

14 by the parties hereto, nor financially or otherwise

15 interested in the outcome of this action.

16

17

18 Patricia Anne Minson

19

20 My commission expires: March 14, 1990.
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22
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American Heritage Centre, Inc. )
David L. O'Mara )
William T. Jacobs )
Neal B. Blair
Charles R. Newton )

COMPREHENSIVE INVESTIGATIVE REPORT

On June 30, 1986, October 17, 1986, and January 6, 1987, the

Commission made reason to believe findings against the persons

listed in the caption of this Report. On July 2, 1987, and

December 4, 1987, the Commission approved subpoenas for

depositions. The General Counsel's Office has conducted

discovery in this matter, and is now preparing to analyze the

fruits of that discovery. Preliminary indications are that there

may have been additional violations of the Act committed by

RUFFPAC and its treasurer and Neal Blair. In addition, there may

have been other violations committed by a corporation, several

political committees and their treasurers, and certain

individuals.

The staff is presently reviewing voluminous deposition

transcripts and is coordinating that information with other

evidence presently available. Upon completion of that review,

this Office will prepare a report with appropriate

recommendat i ons.
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This report details numerous transactions and activities

constituting serious apparent violations of the Act. At its

inception, this matter involved a single incident of four

corporate-reimbursed contributions to a political committee. The

ensuing investigation brought to light a pattern of numerous,

sometimes willful, violations involving the political committee

and related organizations.

The facts in this MUR involve substantial corporate

contributions to federal candidates and committees; a pattern of

cash and in-kind contributions to numerous federal candidates

made in the names of others; and massive corporate subsidization

of a political committee's activities. This report sets out the

factual basis for these and other apparent violations, and

recoends 38 additional reason to believe findings, including 11

additional respondents. As the report details, the full extent

of violations by these entities is not yet known.

-2-
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I. ACKGRMU

A. Introduction

1. Generation of this Matter

On May 15, 1986, David O'Mara sent a letter to the

Commission, expressing concern about activities in which he had

personally participated and implicating some former co-workers

for having engaged in similar activities. Specifically, at the

behest of his superiors, O'Mara made a loan to his employer, RUFF

Political Action Committee (ORUFFPAC*), for which he was

reimbursed by American Heritage Centre, Inc. ("AHCO), and he

believed that other people had done the same thing.

During the ensuing eight months, the Commission made three

separate sets of reason to believe findings, and twice declined

to enter into pre-probable cause conciliation. The Commission

subsequently approved document requests and depositions. During

that phase of the investigation evidence became available

suggesting that RUFFPAC may have committed violations of the Act

n
considerably more extensive in scope than previously believed.

The Commission then approved additional depositions.

To date, the Commission has found reason to believe:

1) that David O'Mara, Neal Blair, William Jacobs, and Charles

Newton allowed their names to be used to effect contributions in

the name of another person; 2) that ABC made contributions in the

names of other persons and made corporate contributions; 3) that

Neal Blair, as President of ARC, consented to corporate

contributions; and 4) that RUFFPAC and its treasurer knowingly

-3-
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accepted corporate contributions and contributions in the name of

another, and failed properly to report those contributions. This

General Counsel's Report contains recomendations for additional

reason to believe findings.

2. MaJor Players

Howard Ruff, a well-known financial advisor, has founded

various organizations, some of which are headquartered in the

Washington, D.C. area. Of particular relevance to this MUR are

Free the Eagle (OFTEI), a registered lobbying organization that

is a corporation without capital stock, and RUFFPAC, an

co unconnected political committee. Both organizations operate out

of the same offices and share the same personnel. Various former

employees have stated that in the minds of the organizations'C
employees, there was no difference between the two organizations,

and that they were not treated as separate entities. (One

striking example of this on the Commission's own public record is

a letter on 7TE letterhead written to the Reports Analysis

7 Division by NJFFPAC's treasurer concerning MJFFPAC business.
nven today, telephone calls to RUFFPAC are answered =Free the

Eagle" by its receptionist.)

Neal Blair has served as Howard Ruff's legislative liaison

for many years. Mr. Blair ran both FTE and RUFFPAC.

Specifically, during all relevant time periods, Mr. Blair has

been a director of RUFFPAC and FTE. Mr. Blair had also been

President of RUFFPAC and FTE at all times except during the

period of August 1987 through approximately January 1988, when

Howard Segermark was President of the organizations. On



March 30, 1989, Mr. Blair pleaded guilty in Federal District

Court in Alexandria, Virginia to a criminal violation of the

Internal Revenue Code for failing to file tax returns, and

according to press reports resigned as President of RUFFPAC

before doing so. Mr. Blair also originally incorporated AHC with

another former employee of RUFFPAC/FTE (Mark Stoddard) and with

both of their wives. According to Mr. Blair (Blair deposition,

p. 34), he had not recently "utilized" AHC, meaning that it

existed as a shell organization.

David O'Mara, Charles Newton, Harold Goode and John Houston

are former employees of RUFFPAC/FTE whose employment was

involuntarily terminated. O'Mara, Newton, Goode, and Houston

have all been cooperative with the Commission in its

investigation of this matter.

David O'Mara started working for IFFPAC/? in April 1984,

and was its marketing director. O'Mara was dismissed in October

1985.

Harold Goode started working for RUFFPAC/FTK in December

1983, and was RIFPAC's treasurer from April 24, 1984, through

March 1, 1985. He handled financial, affairs for RUFFPAC, FTE,

AHC, and other organizations, but was dismissed on March 1, 1985,

allegedly due to disputes with Real Blair concerning the

propriety of certain financial practices.

Charles Newton was FTE's field director and data processing

director. Although he never officially held a position with

RUFFPAC, he did considerable work for RUFFPAC. Newton started
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working for the organizations in June 1984, and was laid off In

March 1987, allegedly for communicating with Harold Goode.

John Houston was Executive Director of RUFFPAC and Vice

President of FTE. He started working for the organizations in

February 1985, and was dismissed in December 1986 at the

insistence of Neal Blair, allegedly for reporting irregularities

to Howard Ruff.

The last individual who played a major role in the events of

this 14UR is William Jacobs. He worked with Goode from December

1984 until Goode was fired. Jacobs then took over Goode's duties

of handling financial affairs for all the organizations and as

treasurer of RUFFPAC.

B. Procedural Background

On June 30, 1986, the Commission found reason to believe

RUFFPAC and William T. Jacobs, as treasurer, violated 2 U.S.C.

SS 441b(a), 441f, and 434(b) in connection with a $2,950 loan

David L. O'Mara made to RUFFPAC, for which he was reimbursed by

ABC. On June 30, 1986, the Commission also found reason to

believe that ABC violated 2 U.S.C. 55 441b(a) and 441f and that

David L. O'Mara violated 2 U.S.C. S 441f in connection with the

same transaction.

On October 17, 1986, the Commission declined to enter into

pre-probable cause conciliation with RUFFPAC and William T.

Jacobs, as treasurer, and found reason to believe William T.

Jacobs, Neal B. Blair, and Charles R. Newton violated 2 U.S.C.

5 441f. Those three individuals made loans of $3,225, $3,925,
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and $759, respectively, to RU WAPC and received money from ABC in

connection with the loans.

On January 6, 1987, the Commission voted to postpone

conciliation with the respondents until additional facts were

available. On that date the Commission also found reason to

believe Neal B. Blair, as President of AHC, violated 2 U.S.C.

S 441b in connection with all four transactions discussed above.

On July 2, 1987, and December 4, 1987, the Commission

approved subpoenas for documents and depositions. Depositions

were taken from August 1987, through January 1988.

As previously mentioned, Harold Goode was RUFFPAC's

treasurer from April 24, 1984 through March 1, 1985. Following

Goode's tenure, William Jacobs served as treasurer of RUFFPAC.

In a Statement of Organization filed January 19, 1988, RUFFPAC

replaced William T. Jacobs with Charles Brooks, as treasurer. In

a letter filed on March 6, 1989, Charles Brooks withdrew as

treasurer. RUFFPAC has filed no Statement of Organization or

other document naming a new treasurer. Accordingly, this heport

will recommend findings against RUFFPAC "and its treasurer.* In

the case of apparent knowing and willful violations, however,

where there appears to be culpability by the person who was

treasurer at the time, this Report will recommend findings

against that person as well as RUFFPAC.

II. FACTUAL AND LEGAL ANALYSIS

A. Additional Evidence Concerning Previous RTB Findings

Messrs. O'Mara, Jacobs, Blair, and Newton have all admitted

that they loaned money to RUFFPAC with proceeds of monies they
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received from ABC. RUFFPAC eventually paid back the loans to

each of the four men, and they, in turn, repaid ABC. The timing

of the repayments varied substantially -- from 34 days after the

date of the original AHC payment in the case of David O'Nara, to

nearly eight months after the original AHC payment in the case of

William Jacobs.

Specifically, the facts underlying the violations are as

follows: On September 24, 1985, O'Hara, Jacobs, and Blair

received $3,000, $3,500, and $4,000 respectively from AHC, and

with that money they loaned slightly lower amounts ($2,950,

$3,225, and $3,925) to RUFFPAC. Subsequently, on October 29,

1985, the transaction was reversed with respect to O'Narap with

RUFFPAC repaying O'Nara $2,950, and O'Mara repaying ABC $3,000.

The transactions were similarly reversed with respect to Blair on

May 7, 1986, and Jacobs on May 20, 1986.

ABC and RUFFPAC then utilized the same scheme again, using

Charles Newton as a conduit. Specifically, on February ll, 1986,

ABC loaned $775 to Newton, and with that money Newton loaned $759

to RUFFPAC. The process was reversed on April 11, 1986, with

RUFF AC repaying Newton and Newton repaying AHC. A summary of

all the transactions appears in Attachment 1, a ledger sheet

produced by William Jacobs in response to the Commission's

Request for Production of Documents.

RUFFPAC reported the transactions only as loans from O'Marat

Jacobs, Blair, and Newton. RUFFPAC never reported ABC as the

source of the funds.
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Both Neal Blair and William Jacobs state they were

personally aware of the transactions involving all four

individuals. According to Jacobs, it was Blair's idea to have

employees make loans to RUFFPAC with proceeds of loans from ABC,

and at Blair's direction, Jacobs initiated the transactions.

During the time period in which the transactions took place, Neal

Blair was one of two officers and one of four directors of ARC.

He was also President and Chief Executive Officer of RUFFPAC.

Neal Blair states that he told his subordinates that the

loan transactions between AHC and RUFFPAC were legal, and that

they had been approved by counsel. Blair, however, appears to

have known that the transactions were not legal. According to

Neal Blair himself (Blair Deposition, p. 74), in 1985 he was

aware that corporations were prohibited from making federal

contributions. Further, he states that he directed that ABC's

loans to individuals were to be different in amount than the

individuals' loans to RUFFPAC, because if they were both for the

same amount it would have appeared that AHC's loans were

Wearmarked" (Blair's term), and he did not want them to so appear.

Jacobs, too, was aware of a need to disguise the

transactions. According to Mr. O'Mara, when explaining to O'Mara

the reason for the $50 discrepancy between AHC's check to him and

his check to RUFFPAC, Jacobs said "it shouldn't be too obvious

what's happening."

Three of the conduits from AHC to RUFFPAC (Jacobs, O'Mara,

and Newton) viewed the exchanges of checks as a single
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transaction. Jacobs himself categorized them straightforwardly

as donations to RUFFPAC with proceeds of loans from ABC. Newton

and O'Mara stated that at no time did they believe they had an

option not to contribute to RUFFPAC with the money they received

from AHC.

Although Blair alone contends that ARC's loans to the

individuals and the individuals' loans to RUFFPAC were separate

transactions, the evidence indicates that Blair as well

considered his own loan from AHC and to RUFFPAC to be a single

transaction. According to Blair, he knew RUFFPAC needed money

for postage, but he did not have enough personal funds to make a

loan to XRFFPAC. He admits that he was able to give money to

RUFFPAC only by borrowing money from AHC.

Blair told his subordinates that counsel had approved the

transactions. At the instruction of his deposition attorney,

however, Blair refused to state what advice he may have actually

received from counsel, or what he had told his counsel.1/

As previously mentioned, the Comission has already found

reason to believe that RUFFPAC and William Jacobs, as treasurer,

violated 2 U.S.C. 55 441b(a), 441f, and 434(b), that ABC violated

2 U.S.C. 55 441b(a) and 441f, and that Neal Blair violated

2 U.S.C. 55 441f and 441b in connection with these activities.

17 Before Mr. Blair's deposition attorney instructed Mr. Blair
not to answer questions about advice he received from counsel,
Mr. Blair stated that he had indicated to other persons that it
is permissible for individuals to borrow money from a

corporation, as long as the money was 'not for stipulated
purposes,' and that the individuals could then loan the money to
whomever they pleased.
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In accordance with the discussion above, this Office now

recommends that the Commission find reason to believe that

RKUFPAC and William Jacobs, who was RUFPAC's treasurer when the

transactions took place, knowingly and willfully violated

2 U.S.C. ss 441b(a), 441f, and 434(b); that AHC knowingly and

willfully violated 2 U.S.C. S 441b(a) and 441f; and that Neal

Blair knowingly and willfully violated 2 U.S.C. 55 441f and

44lb (a).

B. Contributions by RUFYPAC in the Names of Other
Political Committees

1. Cash Contributions

Messrs. Goode, O'lara, and Newton all independently state

that RUFMPAC on numerous occasions made excessive contributions

to candidate committees to which RUFFPAC had already contributed

the maximum amount allowed under the Act. They allege that

IFFPAC effected such contributions by contributing to other

political committees that, in turn, contributed similar amounts

to the candidate committees. A careful review of reports on file

with the Commission confirms these contribution patterns.

If these allegations are true, several provisions of the Act

are implicated. To wit, no person shall make a contribution in

the name of another person. 2 U.S.C. 5 441f. No person shall

knowingly permit his name to be used to effect a contribution in

the name of another person. Id. No multicandidate political

committee shall make contributions to any candidate and his

authorized committees which, in the aggregate, exceed $5,000 per

election. 2 U.S.C. S 441a(a)(2)(A). Reports filed by political
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committees shall disclose, inter alia, all contributions to other

political committeesy the name and address of each political

committee which received a contribution from the reporting

committee, together with the date and amount of each such

contribution; and the name and address of each person who

received any other disbursement aggregating in excess of $200,

together with the date, amount, and purpose of each such

disbursement. 2 U.S.C. S 434(b).

As Chart 1. illustrates, on numerous occasions from 1984

through 1986, RUFFPAC developed a pattern of making contributions

to political committees that, within two days, contributed the

identical amount or an amount slightly lower to candidate

committees to which RMFFPAC had already contributed approximately

its maximum legal limit../ Relevant portions of disclosure

reports evincing this activity are provided as Attachments 2

through S.

The names and current treasurers of the committees through

which MIFPAC may have made its excessive contributions are as

follows: National Pro-Life PAC and Charles C. Fiore, as

treasurer; Gun Owners of America Campaign Comittee and John H.

I/ A person nay contribute to a candidate with respect to a
particular election and also contribute to a political committee
that anticipates supporting the same candidate in the same
election, so long as the contributor does not give with the
knowledge that a substantial portion will be contributed to that
candidate for the same election. 11 C.F.R. S l10.1(h)(2). The
facts in this 4UR suggest that RUFFPAC had full knowledge that
its contributions to the other committees would in turn be
contributed to candidates to which IWFFPAC had already
contributed. In other words, RUFFPAC may have made excessive
contributions through conduit committees, not contributions to
other committees that coincidentally contributed to the sane
cand idates.
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Uodgson, II, as treasurer; Save Social Security Political Action

Committee and Curt Clinkscales, as treasurers Concerned Americans

PAC and Lee K. Lafaye, as treasurerl Financial Freedoms Political

Action Committee (FIFE-PAC) and Donald C. Evans, Jr., as

treasurer; and Liberation Political Action Committee ("Liberation

PAC") and its treasurer. It appears that RUFFPAC

may have given these committees money so they would, in turn,

give similar amounts to candidate committees. Thus, the

committees mentioned above may have knowingly allowed their names

to be used to effect contributions by RUFFPAC. Similarly,

co RUFFPAC may have made contributions in the names of the

committees mentioned above.

As a multicandidate political committee, RUFYPAC could
C

legally contribute only $5,000 per election to committees

authorized by candidates. Through RUFFPAC's direct

contributions, and its apparent contributions in the names of

other political committees, RtFFPAC may have made over $20,000 in

Vexcessive contributions to at least seven federal candidates.

RUFFPAC failed to report that the purpose of its

contributions to the committees mentioned above was actually, it

appears, to contribute to candidate committees. RUFFPAC also

failed to report the complete dates and amounts of its apparent

contributions to those candidate committees.

Neal Blair was President and Chief Executive Officer of

RUFFPAC. Mr. Blair personally signed most contribution checks

RUFYPAC made to candidates. In his deposition, Mr. Blair stated

he was aware of the $5,000 per election limitation imposed by the
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Act on contributions from political committees to candidates.

The Commission has interpreted Section 441f to apply not only to

persons who make contributions in the name of another, but also

those who assist in the making of such contributions. See FEC v.

Rodriguez, No. 86-687 Civ-T-10(B) (M.D. Fla. May 5, 1987) (order

denying sumary judgment motion); MUR 1611; MUR 2555; MUR 2575.

For the foregoing reasons, this Office recommends that the

Commission find reason to believe the political committees

mentioned above and their treasurers violated 2 U.S.C. 5 441f.

This Office further recommends that the Commission find reason to

believe Neal Blair knowingly and willfully violated 2 U.S.C.

S 441f.

With regard to the 1984 election cycle contributions

involving National Pro-Life PAC, Gun Owners of America Campaign

Committee, and FIFE-PAC, this Office recommends that the

Commission find reason to believe RUFFPAC knowingly and willfully

violated 2 U.S.C. 55 441f, 441a(a) (2) (A), and 434(b). Because

Harold Goode, who was RUFFPAC's treasurer at the time of those

transactions, has been so cooperative to the Commission in its

investigation, this Office makes no recommendations with respect

to him at this time. With regard to the 1986 cycle transactions

involving Liberation Political Action Committee, Save Social

Security Political Action Committee, and Concerned Americans PAC,

this Office recommends that the Commission find reason to believe

RUFFPAC and William Jacobs, who was RUFFPAC's treasurer when the

transactions took place, knowingly and willfully violated

2 U.S.C. 55 441f, 441a(a) (2) (A), and 434(b).



-16-

2. Helms T-Shirts.

RUFFPAC appears to have violated the Act by making payment

through another political committee for T-shirts benefitting

Senator Jesse Helms' 1984 re-election campaign.

According to Mr. Blair, his daughter Allison worked in the

Helms campaign and was paid by the Helms campaign. (Blair

deposition, p. 75-76.) Charles Newton states that when RUFFPAC

was reaching (and apparently exceeding) its maximum legal

contribution for the Helms campaign, Neal Blair was searching for

additional methods to contribute to Helms and decided RUFFPAC

would make some T-shirts benefitting the Helms campaign. An FTE

employee designed the T-shirts and worked directly with a company

named Sale Blazers to produce the T-shirts. The T-shirts have

the words *Reagan Helms' superimposed on an outline of North

Carolina, and state, "Give 'em Helms on November 610

Attachment 10, pp. 1-2.

Sale Blazers sent the T-shirts to FTE's offices with an

invoice. FTE employees took out a few T-shirts for their own

use, then the rest apparently were sent to North Carolina. It is

not known how the shirts got to North Carolina, where they were

delivered, or by whom they were distributed, though Mr. Newton

speculates that Allison Blair, who worked for the Helms campaign,

may have delivered them herself. An FTE employee, Patty Shea,

reportedly initially approved the invoice for payment by FTE,

then after Harold Goode questioned it, scratched out Free the

Eagle and wrote in RUFFPAC. Harold Goode states that he then

asked Neal Blair about the invoice. Mr. Blair reportedly said

the invoice was good, but that RUFFPAC should not pay it
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directly. Instead, Mr. Blair ordered Mr. Goode to send the

invoice and a check to 'Students for a Better America.

According to Attachment 9, p. 3, RUFFPAC reported that

disbursement as an October 25, 1984, $2,915.60 contribution to

"Students for a Better America* at Neal Blair's Washington, D.C.

address. Although there is no organization known as "Students

for a Better America," Attachment 10, p. 5, demonstrates that

"Students for America Political Action Committee" ("SFA PAC") of

Raleigh, North Carolina, reported receiving the contribution from

RUFFPAC on October 29, 1984. This report failed to include

RUPFPAC's address.

As Attachment 10, p. 6 demonstrates, on November 1, 1984,

two days after receiving RUFFPAC's contribution, SPA PAC made a

disbursement of exactly $200.00 less (i.e. for $2,715.60) to Sale

Blazers. The disbursement was reported on line 19 (operating

expenditures) with a purpose listed as "TEE SHIRTS." SPA PAC did

not report the disbursement either as an in-kind contribution or

as an independent expenditure on behalf of Helms.

SPA PAC is a political committee connected with Students for

America ('SPA'), a North Carolina corporation. SPA is a

relatively large organization, with 7,000 members and an annual

budget of $150,000. Encyclopedia of Associations (1988). SPA

PAC and SPA have the same address in Raleigh, North Carolina.

Allison Blair allegedly worked closely with SPA. Disclosure

reports reveal that Helms for Senate Committee contributed a

total of $1,500 to SPA PAC in May and July 1984. This Office

cannot identify any specific purpose for those contributions.

It appears that RUFFPAC's $2,915.60 payment to SPA PAC may

have been intended as in-kind contribution to Helms for Senate
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Committee. The evidence indicates that Neal Blair sought to make

additional hidden contributions to the Helms Committee, that Neal

Blair's daughter was working for the Helms Committee, and that

the Helms T-shirts may have been provided to or distributed on

behalf of the Helms Committee. As mentioned earlier, RUFFPAC

apparently had already exceeded its legal contribution limitation

to the Helms Committee. Moreover, RUFFPAC apparently failed to

disclose the true purpose of the disbursement, failed properly to

report SFA PAC's name, and failed to report SPA PAC's address.

Accordingly, this Office recommends that the Commission find

reason to believe RUPFPAC knowingly and willfully violated

2 U.S.C. 55 441f, 441a(a) (2) (A), and 434(b).

r' Similarly, it appears that SPA PAC allowed its name to be

used to effect a $2,715.60 in-kind contribution by RUFFPAC to
C

Helms for Senate Committee. Moreover, SPA PAC apparently failed

to report the true purpose of the disbursement, and failed to

report RUFFPAC's address. Accordingly, this Office recommends

that the Commission find reason to believe SPA PAC and its

C treasurer violated 2 U.S.C. 55 441f and 434(b).

Neal Blair was President and Chief Executive Officer of

RUFFPAC. Allegedly he personally instigated RUFFPAC's in-kind

contribution to Helms for Senate Committee in the name of SPA

PAC. In his deposition, Mr. Blair stated he was aware of the

$5,000 per election limitation imposed by the Act on

contributions from political committees to candidates. As

previously mentioned, the Commission has interpreted Section 441f

to apply not only to persons who make contributions in the name

of another, but also to those who assist in the making of such

contributions. By apparently ordering RUFFPAC's payment to SPA
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PAC for the Helms T-shirts, Weal Blair may have assisted in the

making of a contribution in the name of another. Accordingly,

this Office recommends that the Commission find reason to believe

Weal Blair knowingly and willfully violated 2 U.S.C. S 441f._/

C. Additional Violations Involving the Conduit Committees

In addition to the apparent contributions in the names of

other persons, discussed above, there may have been other

violations of the Act involving those conduit committees.

1. Contributions by FTE to FIFE-PAC in the Names of
Employees

Pursuant to 2 U.S.C. S 441a(a)(l)(A), no person who is not a

multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

C aggregate, exceed $1,000 per election. As previously mentioned,

pursuant to 2 U.S.C. S 441a(a)(2)(A), a multicandidate political
JP  committee is subject to a $5,000 per election contribution

limitation. The term 'multicandidate political committee" means

a political committee which, inter alia, has received

contributions from more than 50 persons and has made

contributions to at least five candidates for federal office.

2 U.S.C. S 441a(a)(4). Moreover, pursuant to 2 U.S.C. 5 441b(a),

it is unlawful for any corporation to make a contribution or

expenditure in connection with a federal election, and it is

unlawful for any officer or director of a corporation to consent

to any such contribution or expenditure by the corporation.

37 In view of the incomplete information concerning the
rnvolvement by the Helms for Senate Committee, this Office does
not recommend findings against it at this time. Similarly, this
Office makes no recommendations at this time concerning the
inclusion of Ronald Reagan's name on the T-shirts.
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Lastly, pursuant to 2 U.S.C. S 441a(f), no political committee or

officer or employee of a political comittee shall knowingly

accept any contribution or make any expenditure in violation of

the limitations imposed on contributions and expenditures.

As listed in Chart 1, discussed above, RUFFPAC may have

given FIFE-PAC $5,000 so that FIFE-PAC would give $2,500 to both

the Helms and Armey campaigns.4! In order to make contributions

of that size, FIFE-PAC first needed to qualify as a

multicandidate committee. It appears, however, that FIFE-PAC's

qualifying contributions were from FTE employees who were

reimbursed by FTE for those contributions.

According to Charles Newton, on October 18, 1984, Neal Blair

asked Mr. Newton to contribute five dollars to FIFE-PAC and to

solicit five dollar contributions to FIFE-PAC from other

employees in the office, so that FIFE-PAC would have enough

contributors to make a $5,000 contribution rather than a $1,000

contribution.

Mr. Newton and his wife each contributed five dollars to

FIFE-PAC. Mr. Newton states that the next day, October 19, 1984,

pursuant to Mr. Blair's instructions, Mr. Newton went to

RUFFPAC's and FTE's offices in Centreville, Virginia, soliciting

a five dollar contribution to FIFE-PAC from each employee, and

informing each employee that he or she would be reimbursed for

17- FIFE-PAC is an independent political committee allegedly
connected with Howard Segermark, the President of Industry
Council for Tangible Assets, who later became President of
RUFFPAC.
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the contribution. Mr. Newton further states that while he was at

the Centreville offices, Mr. Blair called to say that everybody

would be paid back out of petty cash. (The only organization

that maintained a petty cash fund in its offices was VtE, a

corporation.) According to Mr. Newton, Mark Stoddard, FTE's

Executive Vice President, then instructed Pam Ruff, Howard Ruff's

daughter who was at that time an FTE employee, to make sure that

everyone got reimbursed. Approximately 21 FTE employees

contributed. Harold Goode, FTE's accountant at the time, recalls

writing a check to *cash* on FTE's account to reimburse the

employees. Attachment 6 includes portions of FIFE-PAC's report

in which it disclosed receipt of those contributions.

According to Mr. Newton, he took the money and the list of

names to Mr. Blair's office in Washington, D.C. Mr. Blair then

called in Don Evans, Treasurer of FIFE-PAC. (Mr. Evans' office

was on the same floor of the same building in which Weal Blair

had his office.) Mr. Newton states that, on Mr. Blair's

instruction, Mr. Newton handed the cash, checks, and names to

Mr. Evans. According to Mr. Newton, Neal Blair then

turned to Don [Evans] . . . and said: Okay,
now that should bring you up to speed,
doesn't it, on the minimum number of
contributors to make you a multicandidate
PAC. Don said: Yes. He [Blair] said:
Okay, we will send you some money and then
you can contribute to Helms.

Newton Deposition, p. 46.

Some time after soliciting the contributions, Mr. Newton was

again at the Centreville office on other business. At that time,



Mr. Newton talked to several people who stated that they had been

reimbursed. Mr. Newton says that because of his reservations

about getting reimbursed by PFT, he did not seek reimbursement

for his own or his wife's contributions to FIFE-PAC. Mr. Newton

is not aware of anyone else who was not reimbursed.

It thus appears that PTE made a corporate contribution to

FIFE-PAC. That contribution was apparently made in the names of

FTE's employees; therefore, it does not appear that FIFE-PAC had

received the requisite number of contributions to qualify as a

uulticandidate committee.

'0 As a non-multicandidate political committee, FIFE-PAC could

make contributions aggregating no more than $1,000 per election

to any authorized committee. As discussed, it appears that FIFE-

PAC was not a multicandidate committee at the time it made its

$2,500 contributions to both Helms for Senate Committee and Dick

Armey for Congress. Although FI1Z-PAC seemed to have received

contributions from a sufficient number of persons to qualify as a

multicandidate committee, the evidence indicates that many of

those transactions were, in reality, a single contribution by

T, made in the names of its employees. Accordingly, it appears

that FIFE-PAC made excessive contributions to Helms for Senate

Committee and Dick Armey for Congress.

Neal Blair was President and Chief Executive Officer of both

RUFFPAC and FTE. Mr. Blair was also a director of 7TE.

Mr. Blair personally directed FTE's reimbursements to its

employees as well as RUFFPAC's disbursement to FIFE-PAC,
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discussed above. In his deposition, Mr. Blair stated he was

aware of the Act's prohibition on contributions by corporations,

and of the $5,000 per election limitation on contributions by

multicandidate committees to candidates. It appears that through

a scheme set in motion by Neal Blair, FTE, a corporation,

contributed to FIFE-PAC in the names of others.

For the reasons stated above, this Office recommends that

the Commission find reason to believe FIFE-PAC and Donald C.

Evans, Jr., as treasurer, violated 2 U.S.C. S 441a(a) (1) (A).5/

This Office does not make recommendations against the various

individuals who were conduits concerning their own potential

violations of Section 441f, because most such contributions were

for only five dollars. This Office does, however, recommend that

the Commission find reason to believe FTE knowingly and willfully

violated 2 U.S.C. 55 441f and 441b(a). This Office further

recommends that the Commission find reason to believe Neal Blair

knowingly and willfully violated 2 U.S.C. 55 441f and 441b(a).CI
t2. Liberation PAC Violations

Oa. Excessive Contribution

As shown in the chart in Section II.B.I., it appears that

RUFFPAC may have given Liberation Political Action Committee

$3,900 so that it would give $3,500 to Herschensohn for U.S.

Senate. Liberation PAC, however, is not a multicandidate

political committee, hence a contribution of that amount would

have been excessive.

5/ The evidence at this time does not indicate that FIFE-PAC's
violation was knowing and willful. If it becomes evident that
FIFE-PAC knew the true source of the contributions it received,
this Office will make appropriate recommendations.
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Throughout its entire history (from 1985 through the

present), Liberation PAC reported receiving contributions from

only one source (RUFYPAC), and reported making contributions to

only two candidates (Siljander and Herschensohn). Accordingly,

Liberation PAC was not a multicandidate political committee and

was subject to the $1,000 per election contribution limitation of

2 U.S.C. 5 441a(a)(1)(A). Liberation PAC's $3,500 contribution

to Herschensohn for U.S. Senate was, therefore, apparently

excessive. Moreover, the Herschensohn committee may have

knowingly accepted the excessive contribution.

After the Commission's Reports Analysis Division informed

Liberation PAC of its apparent excessive contribution to the

Herschensohn committee, Liberation PAC mailed a letter to the

Herschensohn committee explaining that it was not a

multicandidate committee and requesting a refund of the excessive

contribution. See Attachment 11. Neither the Herschensohn

comittee nor Liberation PAC reports the excessive contribution

C as having been refunded, though the Herschensohn committee's

reports indicate it had sufficient cash on hand to make the

refund.

For the reasons stated above, this Office recommends that

the Commission find reason to believe Liberation Political Action

Committee and its treasurer violated 2 U.S.C. S 441a(a) (1) (A).

This Office further recommends that the Commission find reason to

believe Herschensohn for U.S. Senate and Dr. Fred Balitzer, as

treasurer, violated 2 U.S.C. S 441a(f).
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b. Failure to Amend Statement of Organization

All committees established, financed, maintained, or

controlled by the same person or group of persons are affiliated.

11 C.F.R. S 100.5(g) (2).

According to Charles Newton, Neal Blair personally

established Liberation PAC as an account that William Jacobs

initially did not have access to or information about. John

Houston says Neal Blair wanted to have a PAC that Howard Ruff

would not know about. As discussed above, Liberation PAC's only

contributions are from RUFFPAC. Liberation PAC's address is on

the same floor of the same building in which Neal Blair had his

Washington, D.C. office. Liberation PAC's two treasurers --

first Russell Mathews, then Daniel Flynn -- both appear

frequently in RUFFPAC's reports as recipients of disbursements

for 'salary" or *payroll." Liberation PAC's custodian of records

is Maria Cohilas Ross, an TS employee and Neal Blair's

secretary. The evidence thus suggests that RUF7PAC and

Liberation PAC are affiliated committees pursuant to the

Commission's Regulations, though neither committee reports the

other as an affiliated committee.

Each committee must file a Statement of Organization within

ten days after becoming a political committee. 2 U.S.C.

5 433(a). The Statement of Organization of a political committee

must include, among other things, the name and address of the

treasurer of the committee, and the name, address, relationship,

and type of any affiliated committee. 2 U.S.C. S 433(b)(4) and

(2). Any change in information previously submitted in a
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Statement of Organization must be reported no later than ten days

after the date of the change. 2 U.s.c. S 433(c). Every

political committee shall have a treasurer. 2 U.S.C. 5 432(a).

The most recent Statement of Organization of Liberation

Political Action Committee was filed on May 5, 1986, and lists

Daniel R. Flynn as treasurer. In a letter filed on April 1,

1988, however, Mr. Flynn states that he has not served as

treasurer since June of 1987. See Attachment 12. Although the

letter states that Neal Blair is President of Liberation PAC, the

letter does not list a name or address of a new treasurer.

Liberation PAC has filed no termination report with the

Commission; indeed, Liberation PAC has filed no report whatsoever

since its 1986 Year-End Report. No document filed by Liberation

Political Action Committee or RUFFPAC discloses the other as an

affiliated committee.

In accordance with the foregoing, this Office recommends

that the Commission find reason to believe Liberation Political

Action Committee and its treasurer, and RUFFPAC and its

treasurer, violated 2 U.S.C. 5 433(c) by failing to amend their

Statements of Organization. Although we do not know the identity

of Liberation PAC's treasurer, Neal Blair appears to be the

person in charge of that organization. The attached discovery

requests attempt to determine whether Mr. Flynn is in fact still

the treasurer of Liberation PAC, and who has been treasurer since

June of 1987 if not Mr. Flynn.

c. Failure to File Reports

Every treasurer of a political committee must file periodic

reports of receipts and disbursements. 2 U.S.C. S 434(a)(1).
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As previously mentioned, Liberation PAC has filed no report

since its 1986 Year-End Report. Accordingly, this Office

recommends that the Commission find reason to believe Liberation

Political Action Committee and its treasurer violated 2 U.S.C.

S 434(a).

3. SPA PAC and SFA Violations

Each report filed by a political committee shall disclose,

inter alia: the "identification" of each political committee

that makes a contribution to the reporting committee; the total

amount of all disbursements; all contributions to other political

committees; the name and address of each political committee that

has received a contributon from the reporting committee, together

with the date and amount of any such contribution; and the name

and address of each person who receives an expenditure

aggregating in excess of $200 per year for operating expenses,

together with the date, amount, and purpose of such expenditure.

2 U.S.C. S 434(b).

In addition to the Helms T-shirts apparently paid for by

RUFFPAC through SFA PAC, Harold Goode stated that RUFFPAC and FTE

made contributions to Helms for Senate Committee in the form of

payments to SFA PAC and SFA which were to pay for Allison Blair's

living expenses while she worked for Helms for Senate Committee.

RUFFPAC reported contributing $750 to SFA PACi/ on

November 19, 1984. SFA PAC reported receiving that contribution

6 FFPAC reported the recipient committee as being SFA rather
than SFA PAC.
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on November 28, 1984.7_/ See Attachments 9 and 10. Harold Goode

said he wrote RUFFPAC's $750 check at the personal instruction of

Real Blair, who said it was for Allison Blair's support while she

was working on the Helms campaign. Goode understood Blair to

mean that it was for items such as Allison Blair's food and

lodging expenses. Goode said that through this method, RUFFPAC

could "pick up the tab" for Allison Blair's expenses.

In FTE's lobbying report for the fourth quarter of 1984, FTE

disclosed that it too gave $750 to SPA. See Attachment 13.

Harold Goode said he wrote FTE's $750 check at the same time he

014 wrote RUFFPAC's check discussed in the preceding paragraph. As

Cwith RUFFPAC's check, Goode wrote FTE's check at the personal
C.- instruction of Neal Blair who said it was for Allison Blair's

support while working on the Helms campaign.

041 As mentioned in Section II.B.l., RUFFPAC had apparently

0%0 already exceeded its $5,000 per election contribution limit to

lHels for Senate Committee. It appears that RUPYPAC gave SFA PAC

C' $750 so that it would, in turn, make an in-kind contribution to

Helms for Senate Committee in the form of Allison Blair's

expenses, thus further exceeding RUFFPAC's contribution limit.

It similarly appears that FTE gave SPA $750 so that it too would

make an in-kind contribution to Helms for Senate Committee. It

thus appears that RUFFPAC and FTE made contributions in the names

of others. In the same manner, it appears that SPA PAC and SPA

allowed their names to be used to effect those contributions.

7 7-SA PAC faTiled to report RUFFPAC's address.
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Furthermore, MTR and SPA are corporations, and may have made

corporate contributions to Helms for Senate Committee, through

Allison Blair's expenses apparently paid for by SPA.

RUFYPAC apparently failed to report that the purpose of its

disbursement to SPA PAC was, in fact, a contribution to Helms for

Senate Committee, and RUFFPAC failed to report the true dates and

amounts of its contributions to Helms for Senate Committee. In

the same manner, SPA PAC also apparently failed to report that

the purposes of its disbursements were, in fact, contributions to

Helms for Senate Committee, and SPA PAC apparently failed to

report the dates and amounts of those contributions to Helms for

Senate Committee.

Neal Blair was an officer, director, or employee of RUFFPAC

and FT. He reportedly directed and consented to their apparent

contributions for his daughter's support on behalf of Helms for

Senate Committee. Mr. Blair has stated that he was aware of the

Act's limitations on contributions by multicandidate comittees

and of the Act's prohibition on corporate contributions. It

appears that Mr. Blair assisted RUFFPAC and M in the making of

contributions in the names of SPA PAC and SPA.

In accordance with the foregoing, this Office recommends

that the Commission find reason to believe RUFPPAC knowingly and

willfully violated 2 U.S.C. 55 441f, 441a(a) (2) (A), and 434(b).

This Office also recommends that the Commission find reason to

believe SPA PAC and George Hancock, as treasurer, violated

2 U.S.C. SS 441f and 434(b). Moreover, this Office recommends
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that the Commission find reason to believe TB knowingly and

willfully violated 2 U.S.C. 55 441f and 441b(a). This Office

additionally recommends that the Commission find reason to

believe SFA violated 2 U.S.C. SS 441f and 441b(a). Finally,

Office recommends that the Commission find reason to believe

Blair knowingly and willfully violated 2 U.S.C. SS 441f and

441b (a).

this

Neal

D. Corporate Contributions by FTE to Candidates

1. Cleaver Campaign

According to Harold Goode, it was not unusual for FTM to pay

for expenses on behalf of campaigns. One such set of expenses

involved the rent payments on an apartment used for Eldridge

Cleaver's 1984 congressional campaign in California.

Mr. Goode states that in about March of 1984 Neal Blair made

a trip to California for a couple of weeks. Although a major

purpose of that trip was for Mr. Blair to do work on behalf of

Cleaver for Congress, TH reportedly paid all expenses for the

entire trip -- through reimbursements to Real Blair and through

payments for charges put on FTE's credit card. While in

California, Mr. Blair apparently rented an apartment in his own

name for use as a residence for the Cleaver campaign. Mr. Blair

reportedly paid the security deposit on the apartment himself, and

was reimbursed with a check drawn on FTE's account. (That check

allegedly reimbursed Blair for the security deposit as well as for

other expenses he incurred in California.) Thereafter, at

Mr. Blair's instruction, Mr. Goode states he wrote monthly checks,
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usually from M'l's account* to the apartment complex.!/

Mr. Goode states he did so for approximately four months --

roughly from April through July of 1984. Mr. Goode does not

remember the precise amounts of the checks# but thinks they were

for about $400 to $450 each.

As far as Mr. Goode knows, no one in the Cleaver campaign

knew that FTE was the source of most of the rent payments for the

apartment. Mr. Blair was responsible for setting up a Cleaver

for Congress depository in Virginia on which Mr. Goode was

authorized to write checks,9/ and personnel in the Cleaver

campaign may have assumed the rent was paid for out of that

account.

Mr. Goode says the ostensible reason TE paid for the

apartment was so Mr. Blair would have a place to stay when in

California on M73 business. Mr. Blair did stay in the apartment

when he was in California during that period. However, Mr. Blair

probably spent no more than about seven days in the Berkeley area

during the entire time M73 paid rent on the apartment, and it

appears that Cleaver campaign personnel used the apartment as a

residence.

It appears that FTE made a corporate contribution to Cleaver

for Congress in the form of the security deposit and rent on an

S/ This Office notes that RUFFPAC reported making a $90
disbursement to Crescent Court Apartments in Berkeley, California
on June 21, 1984, for *Rent.* On that same date, RUFFPAC reported
making a $360 disbursement to Neal Blair for 'Rent Reimbursement."
No other such disbursements are reported by IJFFPAC.

9/ This issue was raised and disposed of in MUR 1749. In that
matter the Commission found no reason to believe Neal Blair or
Harold Goode violated 2 U.S.C. S 432(h) and closed the file.
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apartment. Neal Blair, an officer and director of FM, reportedly

personally directed FMi's contribution activity on behalf of

Cleaver for Congress, as described above. Mr. Blair was aware of

the Act's prohibition on contributions by corporations.

Accordingly, on the basis of the information stated above,

this Office recommends that the Commission find reason to believe

FTE and Neal Blair knowingly and willfully violated 2 U.S.C.

5 441b(a).

2. Herschensohn Campaign

According to John Houston, FTH paid for four staff people to

work in California on behalf of Herschensohn for U.S. Senate in

1986. The four included Neal Blair, Allison Blair, and Dan

Flynn. (Mr. Houston does not recall the name of the fourth

person.) MTH reportedly paid all salaries and expenses for the

four during a four-to-six week period, roughly in May and June,

1986.

It thus appears that FTE made a corporate contribution to

erschensohn for U.S. Senate in the form of salaries and expenses

for four persons. Neal Blair, an officer and director of T,

reportedly personally instigated rTn's contribution activity on

behalf of Herschensohn for U.S. Senate, as described above. Mr.

Blair was aware of the Act's prohibition on contributions by

corporations. Accordingly, on the basis of the information

stated above, this Office recommends that the Commission find

reason to believe FTE and Neal Blair knowingly and willfully

violated 2 U.S.C. 5 441b(a). On the issue of FTE's payments, the

Office of the General Counsel recommends no findings against
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Herschensohn for U.S. Senate at this time, but does recommend

asking Herschensohn for U.S. Senate questions about this issue.

Z. Corporate Contributions by FTZ to RUFFPAC

It is unlawful for any corporation to make a contribution or

expenditure in connection with a federal election, or for any

political committee or other person knowingly to accept or

receive any corporate contribution or expenditure, or for any

officer or director of a corporation to consent to any such

contribution or expenditure by the corporation. 2 U.S.C.

5 441b(a). Reports filed by a political committee shall

disclose, inter alia, the identification of each person who makes

a contribution to the committee in an amount in excess $200,

together with the date and amount of such contribution.

2 U.S.C. S 434 (b) (3) (A).

1. In-Kind Contributions

In an early communication with Commission staff, Harold

Goode asserted that FTE made numerous expenditures on behalf of

RUFFPAC for items such as rent, utilities, salaries, phones,

mailing costs, computers, office supplies, and the like.

Documents and statements obtained from other persons, and

RUFFPAC's reports on file with the Coimission, reveal that Mr.

Goode was correct.

a. Salaries. Harold Goode prepared everyone's paychecks

for each of the organizations related to RUFFPAC. As such, Goode

was aware that many employees were being paid with PTE funds for

doing work on behalf of RUFFPAC and other organizations. Using

his own experience as an example, Goode estimates that during
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1984 he worked at least 46 percent of his time for RUITFPAC, and

about 25 percent of his time for FTE, 25 percent of his time for

ARC, and 4 percent of his time for five other organizations.10/

Goode's income, however, is not at all reflective of those

percentages. During 1984 Goode received only $3,250 from

RUFFPAC, but $24,580 from FTE, $1,250 from ARC, and about $3,000

from five other organizations. Thus, although Goode spent the

largest portion of his time working on RUFFPAC business, FTE paid

the lion's share of his salary.

David O'Mara had a similar experience. O'Mara estimates

that during his one and one-half year tenure with the

organizations, he worked about 60 percent of his time for FTEr, 20

percent for RUFFPAC, 20 percent for ARC, and less than one

percent for other organizations. O'Kara, however, received

paychecks only from FE, and not from any other organization.

The pattern was repeated with Charles Newton. When he first

started working for the organizations in June 1984, he devoted

about one-third of his time to RUFFPAC work, one-third to FTE

work, and one-third to Financial Publishers of America (FPA).

Near the 1984 elections, Newton spent about seven-tenths of his

time on RUFFPAC work, two-tenths of FTE work, and one-tenth on

FPA work. From about February 1985 until he was laid off in

March 1987, he spent about half his time for RUFFPAC and half his

time for FTE. Newton's salary, however, appears to have borne

10j Aside from RUFFPAC, FTE, and AHC, other related
organizations have included RUFFPAC State, Financial Publishers
of America ("FPA"), Millennial Star Foundation, Ruff Foundation,
Federation for American Afghan Action, American Afghan Education
Fund, American Angolan Affairs Council, Mozambique Information
Office, and Mozambique Research Council.
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little resemblance to this work pattern. During his first three

months with the organizations he was paid exclusively by FPA.

Thereafter, he was paid almost entirely by FTEr, receiving only

occasional salary checks from RIUPPAC. 11/

John Houston reports the same kind of salary history.

Mr. Houston was RUFFPAC's Executive Director from February 1985

through December 1986. He states that he was paid by both

RUFFPAC and FTE -- on some paydays he would get a paycheck from

only one of the organizations, and on some paydays his salary was

split and paid with paychecks from both organizations. He states

that the amounts each organization paid appeared arbitrary and

bore no relationship to the work he performed for the

organization. For example, during one period Mr. Houston reports

that he did at least 90 percent of his work for RUFYPAC but

received about 65 percent of his salary from FTE. Accordingly,

FTE paid a portion of his salary, which RUFFPAC should have paid.

The four individuals just mentioned are not the only

employees who were reportedly paid by FTE for work done on behalf

of RUFFPAC. For example, an agenda prepared for FTE's July 17,

1984, board of directors' meeting included a monthly payroll

11/ This Office notes, however, that in January 1985 RUFFPAC
disbursed over $4,000 to FPA with a purpose reported as
"payroll.w It is not clear whether that disbursement represents
a reimbursement for Mr. Newton's salary. Nevertheless, as
explained infra, a political committee must pay a corporation up
front for payroll of corporate employees who will work on behalf
of the political committee.
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analysis as of July l, 1984. See Attachment 14, p. 4. That

analysis lists the persons on I's payroll as of that date. All

eleven employees listed did at least some work for RUFFPAC, but

only four are listed as receiving any income from RUFFPAC.U2/ As

the organizations' accountant, Mr. Goode says he would have known

if RUFFPAC paid FTE for the time that FTE employees worked for

RUFFPAC. During his entire 15 months there, ending in March

1985, Mr. Goode has no recollection of ever paying FTE for the

time its employees worked for RUFFPAC. In addition, according to

Mr. Goode, up to about 25 people at a time worked for FTE and

O related organizations, and many of those people did some work for

RUFFPAC, but RUFFPAC never paid for the services rendered.
In RUFFPAC's 1987 Mid-Year Report several disbursements to

Th are reported with a purpose listed as "reimb. for salaries'.

Those disbursements total about $59,000 for the six-month period.

According to William Jacobs, those disbursements represent

reimbursements for the 1987 period only. (No such reimbursements

C on that scale are disclosed in any of RUFFPAC's previous reports,

though RUFFPAC did make substantial salary payments directly to

employees during 1985 and 1986.) Again, in its 1987 Year-End

Report, RUFFPAC disclosed semi-monthly disbursements to FTE for

*salary reimbursement'. Those disbursements totaled over $72,000

for the six-month period. Consequently, it appears that in 1987

RUFFPAC paid FTE for at least some of the time its employees

I2/ RUFPAC's reports reveal that a fifth FTE employee, Maria
Cohilas (Neal Blair's secretary), also received small but regular
salary payments from RUFFPAC during the second half of 1984.
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spent on RUFFPAC business, but that RUFFPAC has not reimbursed FMN at

all for the value of employees' services allegedly rendered in past

years.13/

Thus, it appears that FTE subsidized RUFFPAC's political

activities by making substantial unreimbursed payments of salary to

employees working for RUFFPAC. Furthermore, despite RUFFPAC's

apparent partial payments to FTE for the value of employees' salaries,

RUFFPAC and FTE appear to have violated the Act by arranging those

corporate advances of salary payments. Section 441b defines

Wcontribution or expenditurew to include any direct or indirect

advance, or any services, or anything of value to any political

0D organization. 2 U.S.C. S 441b(b)(2). The payment of compensation for

the personal services of any person for a political committee is a

- contribution. 11 C.F.R. S 100.7(a)(3). The Commission's Regulations

t. do contain an exception permitting a corporation to extend credit to a
political committee *in the ordibary course of the corporation's

business," 11 C.P.R. S 114.10(a), but that exception does not appear

to apply to this situation, as FTE's ordinary business is that of a

corporation which attempts to influence legislation.!_A/ Accordingly,

to the extent that RUFFPAC may have reimbursed FTE for some of the

value of its employees' salaries, those reimbursements did not negate

what appears to have been the making, and acceptance of, corporate

contributions. Moreover, as noted above it appears that RUFFPAC's

13/ In its 1988 Reports, RUFFPAC disclosed making no salary
reimbursement payments to FTE. Instead, RUFFPAC made 'salary'
payments to only six persons during the course of the entire year,
including Allison Blair and $10,000 per month (gross) to Neal
Blair.

14/ Even a separate segregated fund must pre-pay for the
salaries of employees of its own connected organization. AO 1984-
37, MUR 1586.
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payments to 7T fell far short of constituting compensation for

the full value of the services rendered.

b. Administrative Expenses. According to Harold Goode,

FTE paid for most of RUFFPAC's administrative expenses, such as

rent and utilities. FTE reportedly paid the expenses for RUFFPAC

and other organizations because FTE generally had more money than

the other organizations. Mr. Goode states that sporadic efforts

were made to reimburse FTE for rent it paid on behalf of RUFFPAC,

but he questions the accuracy of those payments.
1 5/

RUFFPAC and FTE financial statements for 1986, prepared by a

Ncertified public accounting firm, also suggest that FTE made in-

kind contributions to RUFFPAC by subsidizing various kinds of

administrative expenses. See Attachments 15 and 16. The

Financial Statements reveal that RUFFPAC had not fully paid TE

for rent, and therefore, as of December 31, 1986, RUFFPAC owed

FTE $15,652. (Attachment 15, p. 9 and Attachment 16, p. 11)

RUFFPAC's reports fail to disclose reimbursement to FTE for the

C $15,652 due. Rather, RUFFPAC paid FTE only $4,034.40 for '1986

rent reimbursement' on January 14, 1987. Furthermore, RUFFPAC

did not pay any other amount for rent during the entire first six

15/ A review of RUFFPAC's 1984 reports reveals that RUFFPAC
aTsclosed making no disbursements to FTE during that year. The
reports do disclose some "rent" payments to ABC, varying greatly
in timing and amount. It is not clear whether AHC subsequently
paid FTE with the funds it received from RUFFPAC, or whether Mr.
Goode simply failed to recall that RUFFPAC made sporadic rent
payments to AHC, not FTE. In any event, this exemplifies the
apparent failure of the managers of the organizations to preserve
separate financial identities of the organizations. The
questions attached to this report are designed to determine the
value of RUFFPAC's rent and other administrative expenses, and
the organizations that ultimately absorbed any unreimbursed
portions of those administrative expenses.
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months of 1987. In his deposition, William Jacobs was unable to

explain why IWFFPAC reimbursed FTE an amount less than the full

$15,652 due for rent.

In attempting to justify RtFFPAC's payments of

administrative expenses, William Jacobs maintained in his

deposition that RUFFPAC reimbursed FTE for administrative

expenses in the same manner it reimbursed FTE for salaries. Such

an arrangement, however, would not be satisfactory because any

apportionment of costs should have been applied on a basis that

reflected actual usage. Even if a uniform payment method based

on salary were appropriate, as mentioned above, TH apparently

subsidized RUIFPAC's salary expenses. Moreover, the Financial

Statements reveal that administrative expenses were not in fact

apportioned in the the same manner as salaries. For example,

according to the 1986 Financial Statements (Attachment 15, p. 6

and Attachment 16, p. 7), IMFFPAC's rent expenses were $41,951,

while FMB's rent expenses were $46,101 -- approximately equal.

In contrast, the Financial Statements reveal that in 1986

RUFF A C's salary expenses were $211,316, while FTZ's salary

expenses were $49,5564 -- more than a two-fold difference.

As Chart 2. illustrates, according to their own financial

statements, in 1986 there were wild fluctuations between the

portions RUFFPAC and FTE paid for various operating expenses.

When confronted with these figures Mr. Jacobs was unable to

explain the disparity between the nearly equal rent expenses and

the divergent other expenses. The disparity calls into question

Mr. Jacobs' assertion that the expenses for the organizations

were all determined on the same basis, and suggests that
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NJFFPAC's bookkeeping method say have allowed it to accept

substantial corporate in-kind contributions in the form of

operating expenditures.

Expense RUFFPAC'S Expense

Category FTE RUFFPAC As Percent of Total

Rent $ 46,101 $ 41,951 47.6%

Salaries 459,564 211,316 31.6%

Utilities 48,699 8,594 15.0%

Insurance 9,369 1,613 14.7%

Office Expenses 45,833 30,005 39.6%

Travel and
Entertainment 50,537 15,682 23.7%

Repairs 15,246 944 5.8%

Automobile
Expenses 16,851 5,262 23.8%

Chart 2.
FTE's and RFFPAC's 1986 Operating Expenses by Category

Moreover, the Financial Statements (at Attachment 15, p. 9

and Attachment 16, p. 11) reveal that RUFFPAC and RUFYPAC

Statel6/ each paid FTE $2,000 for use of a single automobile.

All available evidence indicates that employees performed only a

16/- RUW7AC tate Is not a federal political committee. Its
primary purpose is to serve as a repository for corporate
donations received by RUFFPAC. At the time of his deposition,
William Jacobs, then treasurer of RuFFPAC, was treasurer of
RVFFPAC State as well. Since that deposition, RUFFPAC has
replaced Mr. Jacobs with Charles Brooks as treasurer. Because we
do not have direct evidence concerning the identity of RVIIPAC
State's current treasurer, the reason to believe recommendation
in this report runs against ORUFFPAC State and its treasurer."
Answers to the attached interrogatories will identify the current
treasurer with certainty. This Office will then name that person
as a respondent.



small fraction of their duties for RUFFPAC State, and that the

vast majority of their duties were for RUVEPAC and FTE. If as a

consequence, the automobile was used far more for RUFFPAC

business than for RUFFPAC State business, RUFFPAC State, as well

as FTE, may have subsidized RUFFPAC's use of an automobile. As

discussed in greater detail infra at Section II.F., these

automobile payments suggest that RUFFPAC and RUFFPAC State may

have violated 11 C.F.R. S 102.5(a) as well as 2 U.S.C. S 441b(a).

Additionally, in his deposition William Jacobs testified

that RUFYPAC uses FTE's computer equipment, but that RUFFPAC does

nnot pay FTE for the use of that equipment. It thus appears that

FTE may make corporate in-kind contributions to RUFFPAC through

the use of computer equipment.

Finally, in its 1987 Year-End Report, RUJFFPAC disclosed

making payments to MT for Oprinting' and 'legal fees' apparently

advanced by FTZ on WFFPAC's behalf, and in its 1987 Kid-Year

1qr Report, RMIFPAC disclosed making similar payments to MT3 for

"'reimbursement for utilities' and *reimb. for insurance."

Through most of 1988, RUFFPAC continued to make payments to FTE

for various administrative expenses, though in only one instance

(on November 10, 1988) is the disbursement explicitly identified

as being a "Reimbursement."

c. John Houston's Perquisites. According to former

RUFFPAC Executive Director John Houston, in addition to his

$63,000 per year salary, he received two main perquisites: the

leasing of a car for his use, and the rent on a townhouse he

shared with another RUFFPAC employee. Mr. Houston does not know
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who actually paid for the perquisites because he never saw the

checks, but he does know that MTH (not RU1FPAC) was the signor on

the leases for the car and house. As previously mentioned, Mr.

Houston did the majority of his work for RUFFPAC, not BTE.

Pursuant to 2 U.S.C. 5 431(9)(A)(ii), the term "expenditure'

includes "a written contract, promise, or agreement to make an

expenditure." Thus, regardless of who made the house and car

payments, by being the only signor, with full liability on the

contracts, TH appears to have made illegal corporate

expenditures in the form of full responsibility for the

perquisites of a RUFFPAC employee.

d. Summary. The available evidence suggests that 7TH, and

perhaps other organizations, may have subsidized RUFF AC with

thousands of dollars worth of in-kind contributions in the forms

of salaries, rent, and many other operating expenses. The

attached Financial Statements have merely given the Commission a

snapshot view of MTE's and RUFFPAC's internal financial

operations as of December 31, 1986. The four employees who

recounted their experiences all tell of a widespread use of

corporate funds for a political comittee deeply involved in the

federal electoral process.

In accordance with the evidence, it appears that MTH made

corporate contributions or expenditures in connection with

federal elections, and that RUFFPAC State made contributions or

expenditures with corporate funds. Moreover, it appears that

RUFFPAC knowingly accepted or received corporate contributions

but failed to disclose them on its reports to the Commission.
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Accordingly, the General Counsel's Office recommends that the

Commission find reason to believe FTE violated 2 U.S.C. S 441b(a)

and that RUFFPAC State and its treasurer violated 2 U.S.C.

5 441b(a) and 11 C.F.R. 5 102.5(a). Because RUFFPAC failed to

disclose these corporate contributions, this Office further

recommends that the Commission find reason to believe RUFFPAC and

its treasurer violated 2 U.S.C. SS 434(b) and 441b(a) and

11 C.F.R. S 102.5(a). The extent of these violations appears to

be significant, and the attached discovery requests are designed

to determine the dollar amounts of the violations and the methods

by which they were perpetrated.

2. Contribution in the Name of Another

Various deponents have stated that in December 1984 RUF7PAC

was down to its last few dollars. At that time, a vendor, Acuity

Graphics, Inc., which had printed a mailing for RUFFPIC, refused

to turn over the mailing until RUFFPAC paid a $754 bill. Because

RUFFPAC had no money to pay the bill, William Jacobs wrote Acuity

Graphics a $754 check on his personal account as an in-kind

contribution to RUFFPAC. (Attachment 17) RUFFPAC reimbursed Mr.

Jacobs in January 1985. (Attachment 18)

Mr. Jacobs denies receiving a payment from anyone for his

contribution on behalf of RUFFPAC, but Harold Goode tells a

different story. Mr. Goode states that although RUFFPAC was out

of money, both FTE and AHC had money. Mr. Goode states that

Mr. Jacobs wrote his check only after he received a check for

"around $700' payable to him from another organization, probably

FTE. Mr. Goode says he witnessed the transaction: Marilyn Price
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wrote FTE's check to Mr. Jacobs, Mr. Jacobs put FTU's check in

his billfold, and only then did Mr. Jacobs write the check from

his personal account.

In his deposition, William Jacobs stated he was aware that a

federal political committee cannot accept corporate

contributions. Mr. Jacobs was an officer of both FTE and

RUFFPAC. In accordance with the foregoing discussion, it appears

that "E may have made a corporate contribution to RUFFPAC, and

that RUFPAC may have knowingly accepted that contribution, and

that William Jacobs may have consented to that contribution on

behalf of FTE and that he may have knowingly accepted that

contribution on behalf of RUFFPAC. Accordingly, this Office

recommends that the Commission find reason to believe FT1,

RUFFPAC, and William Jacobs knowingly and willfully violated

2 U.S.C. 5 441b(a).

In addition, it appears that TH made the corporate

contribution to RUFFPAC in the name of William Jacobs# that

William Jacobs knowingly permitted his name to be used to effect

the contribution by FTH, that RUFFPAC knowingly accepted or

received the corporate contribution from FTE in the name of

William Jacobs, and that RU7FPAC failed to report receipt of the

contribution from FTE. Accordingly, this Office recommends that

the Commission find reason to believe FTE and William Jacobs

knowingly and willfully violated 2 U.S.C. S 441f. This Office

further recomends that the Commission find reason to believe
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UFF AC knowingly and willfully violated 2 U.S.C. 55 441f and

434 (b).

F. Corporate Contributions by RUFFPAC State

Each political committee that finances political activity in

connection with both federal and non-federal elections shall

either establish separate federal and non-federal accounts, or

receive only contributions subject to the prohibitions and

limitations of the Act regardless of whether such contributions

are for use in connection with federal or non-federal elections.

11 C.F.R. 5 102.5(a)(1). The available evidence suggests that

RUFFPAC chose the former option. RUFFPAC State is a separate

account, and its primary purpose is to serve as a repository for

corporate donations received by RUFYPAC. Accordingly, all

disbursements, contributions, expenditures, and transfers in

connection with federal elections must be made from the federal

account, i.e. RUFFPACP not RQFFP&C State. See 11 C.F.R.

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

As mentioned above at Section II.E.2., in December 1984

RUFFPAC was nearly out of money. According to Harold Goode,

because of RUFFPAC's financial situation, RUFFPAC State,

RUFFPAC's depository for corporate donations, paid Neal Blair's

salary in December 1984. Specifically, with RUFFPAC State checks

numbered 166 and 196, dated December 1, 1984, and December 28,

1984, respectively, RUFFPAC State paid Weal Blair's salary on

behalf of RUFFPAC. Both checks were for $1,563.14, representing

$2,000 gross salary per check minus federal and state income

taxes withheld.
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It seems clear that RUFMPAC State was paying Blair on behalf

of RUFFPAC, and not for Blair's services rendered to RUFFPAC

State. It appears that Blair and other employees spent no more

than a tiny fraction of their time on RUFFPAC State activities,

and in apparent recognition of this, Blair's salary was always

paid by RUFFPAC. Thus, no known pattern of Blair's activities

appears to account for these payments, and RUFFPAC State may

therefore have made in-kind contributions to RUFFPAC by using its

corporate donations to pay Neal Blair's salary on behalf of

RUFFPAC. Moreover, it appears that RUFFPAC knowingly accepted or

received those corporate funds and failed to disclose them on its

reports to the Commission.

Neal Blair was an officer or director of RUFFPAC State and

RUFFPAC, and it appears that he consented to the corporate

contributions or expenditures in the form of his salary. (As

described above, RUFFPAC State possessed only corporate

donations.) In addition, Neal Blair knowingly accepted or

received the apparent corporate contributions or expenditures

constituting his salary. Mr. Blair was aware of the Act's

prohibition on contributions by corporations.

In accordance with the foregoing, this Office recommends

that the Commission find reason to believe RUFFPAC, RUFFPAC State

and its treasurer, and Neal Blair knowingly and willfully

violated 2 U.S.C. 5 441b(a). Moreover, this Office recommends

that the Commission find reason to believe RUFFPAC knowingly and

willfully violated 2 U.S.C. S 434(b). In addition, this Office

recommends that the Commission find reason to believe RUFFPAC and
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its treasurer, and RUFFPAC State and its treasurer violated

11 C.F.R. S 102.5(a).

G. 3JFFPAC Recordkeeping Violations

Pursuant to 2 U.S.C. S 432(c)(5), the treasurer of a

political committee shall keep an account of the name and address

of every person to whom any disbursement is made, and the date,

amount, and purpose of the disbursement, and the name of the

candidate, if any, for whom the disbursement is made, including a

receipt, invoice or cancelled check for each disbursement in

excess of $200.

According to Harold Goode, there was never a list kept of

the purposes of disbursements during the period in which he was

treasurer of RUFFPAC or at any time before he was treasurer of

RUFFPAC. Mr. Goode further states that Weal Blair sometimes

ordered him to make disbursements but failed to provide

documentation, such as a receipt or invoice, to support the

payments. Mr. Goode typically made those disbursements directly

to Neal Blair or to Mr. Blair's personal credit card company,

Wells Fargo Bank. When Mr. Goode asked for the purposes of

specific disbursements, many times Blair told him it was none of

his business, or that it was for 'office supplies' or a *travel

expense.' Without documentation to prove otherwise, Mr. Goode

would write that as the purpose on RUFFPAC's disclosure reports.

In addition, Mr. Goode states that many disbursements listed on

RUFFPAC's reports under broad categories such as 'travel

expenses,' were actually for the benefit of specific candidates.
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According to Mr. Goode, when his employment was terminated

in Warch of 1985, he wrote a letter to Howard Ruff explaining

that there were some illegal transactions. Mr. Ruff asked for an

audit. Thereafter, in June or July of 1985, Ra Broaddus, an M

employee, reviewed the records. He then prepared an internal

audit report. Attachment 19, pp. 1-19. The audit was for the

period 1980 through 1984, and was for both FTE and RUFFPAC. As

indicated on the bottom line of column 12 at Attachment 19, p.

19, Mr. Broaddus could not ascertain the purposes of FTE's and

RUFFPAC's disbursements on behalf of Neal Blair totaling

$202,875.12 during the audit period.

Mr. Goode says that Howard Ruff, after receiving the

Broaddus audit, asked Neal Blair to account for the funds.

Mr. Blair then explained, paid back, or provided receipts for a

portion of the disbursements in question. More significantly, in

November 1985, Neal Blair prepared a written statement under oath

asserting that $164,272 of the unexplained amount was for

business expenses, but he provided no additional documents to

substantiate that statement. William Jacobs states that since

that time, Mr. Blair has accounted for all but "around $20,000

of the $164,272 in question.

Even after Mr. Blair's explanations and sworn statement,

Mr. Broaddus in November of 1985 identified $14,263 that could

-ot under any circumstances be justified as business related.

(Attachment 19, p. 20, Column 7, bottom line) According to



various sources, Howard Rutff then gave that $14,263 to Weal Blair

as a "bonus* in 1985.

The Broaddus audit was limited in scope: it addressed only

transactions involving Neal Blair personally, and did not

Investigate any disbursements involving other persons. The audit

was internal and informal. Ra Broaddus's notes to the audit

report highlight its limitations:

1. These figures and totals are far short of a
complete audit. They are a summary of obviously
questionable transactions based on an audit of
imoplt records. There is no way to tell the
de-gree to which the records are incomplete. The
records have been kept in such a manner that
prevents completion of an accurate audit, and
leaves a much larger burden of proof on
management. Many checks and source documents are
missing. Accordingly, the figures and totals in
this report should be understood to be the minimum
amounts within their respective categories.
[Emphasis in original.]...

2. Column 9 [Apparent Business Expenses) is a
column that would never appear on an independent
audit. It shows the size of the problem the
companies have with disbursements which cannot be
traced to approved invoices or check requests.

3. Included . . . are checks written to travel
agencies for expenses either associated with
N. [eal]B. [lair] or for which no explanation could
be found. Omitted from this report are all checks
written to travel agencies for expenses associated
with other employees.

4. Despite the large dollar value of travel
expense disbursements, there is no explanation
linking any travel expense with cost center. So
not only is your accounting system unable to tell
you all the costs of a given project, but you
cannot even verify that your travel expenses were
for business purposes. I have, perhaps
incorrectly, assumed that all travel was business
travel. An independent auditor would correctly
note that there is no way to tell. . ..
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6. The audit discloses that a large number of
checks, some of which are listed in this report,
were made out to "cash". ...

7. . * * Many disbursements that the auditor
has included . . . as business expenses, are not
properly approved or explained on the source
documents and would not survive an IRS audit as
business expenses.

8. The real result of the audit is the finding
that the books and records, such as they are,
cannot be audited. Not enough meaningful
information is available. . ..

9. In summary, there is only one underlying
problem turned up by this audit: Management's
failure to manage funds. That problem is
manifested by inadequate record-keeping and an
absence of internal controls.

This Office has analyzed the audit, and has isolated the

unexplained disbursements involving RUFFPAC only. RtFPAC's

total disbursemits for which Ra Broaddus could not identify a

purpose are the minimum amounts categorized below by year. The
tn

nexplanation* generally listed for these disbursements was *none"

or "reimb.0

1984 $6,368.15

nE) 1983 2,132.96

0 . 1982 3,130.12

1981 5,098.59

1980 -0-

TOTAL $16,729.82

Again, these amounts are merely minimums, and the true figures

are probably much higher.



-51-

Regardless of the dollar amounts involved, it does not

appear that RUFFPAC kept an account of the purposes of

disbursements. It also appears that RUFVPAC did not keep an

account of the names and addresses of all persons to whom

disbursements were made, the dates and amounts of disbursements,

the candidates for whom disbursements were made, and receipts,

invoices, or cancelled checks for disbursements in excess of

$200. Accordingly, this Office recommends that the Commission

find reason to believe RUFFPAC and its treasurer violated

2 U.S.C. 5 432(c) (5).

H. RUFFPAC Reporting Violations

1. Statement of Organization

As previously mentioned, the Statement of Organization of a

political committee must include the name and address of the

committee's treasurer. 2 U.S.C. 5 433(b)(4). Any change in

information previously submitted in a Statement of Organisation

must be reported no later than ten days after the date of the

change. 2 U.S.C. 5 433(c). Every political committee must have

a treasurer. 2 U.S.C. S 432(a).

In a letter filed on March 6, 1989, RUFFPAC's last treasurer

of record, Charles Brooks, informed the Commission that he would

no longer be treasurer of RUFFPAC and that he would no longer be

affiliated with it in any way. See Attachment 20. RUFFPAC has

still not filed a Statement of Organization informing the

Commission of the name and address of the new treasurer.

Accordingly, this Office recommends that the Commission find

reason to believe RUFFPAC and its treasurer violated 2 U.S.C.
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S 433(c). The attached discovery requests attempt to determine

whether Mr. Brooks is in fact still the treasurer of RUFPAC, and

the identity of the treasurer since March 6, 1989, if not

Mr. Brooks.

2. Itemized Disbursements

Each report of receipts and disbursements filed by a

political committee shall disclose, inter alia, the total amount

of disbursements in the following categories: expenditures made

to meet operating expenses, contributions made to other political

committees, and independent expenditures. 2 U.S.C.

5 434(b)(4)(A), (H)(i), and (H)(iii). Political committees must

also report the name and address of each: person to whom an

operating expenditure in excess of $200 is made, together with

the date, amount, and purpose of such operating expenditure;

political committee which has received a contribution from the

reporting committee, together with the date and amount of any

such contribution; and person who receives any disbursement in

excess of $200 in connection with an independent expenditure,

together with the date, amount, and purpose of any such

independent expenditure. 2 U.S.C. S 434(b)(5)(A), (B)(i), and

(B)(iii). In addition, all political committees must disclose

the *identification' of each political committee which makes a

contribution to the reporting committee. 2 U.S.C.

5 434(b)(3)(B). *Identification' means, among other things, the

name and address of a person. 2 U.S.C. 5 431(13).

Scrutiny of RUFFPAC's reports reveals that during the 1983-

84 election cycle RUFFPAC reported making various contributions
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to other political committees, though no such committees were

registered with the Commission. Moreover, RUFFPAC reported

making other contributions to political committees though no

committees registered under such names reported receiving any

contribution from RUFFPAC. Chart 3. summarizes some of these

reported contributions by RUFFPAC. In each instance, RUFFPAC

reported the disbursement on line 21 (contributions to other

political committees) with a purpose listed simply as

"contribution." In some cases RUFFPAC disclosed no address

whatsoever for the recipient of its disbursement.



Date

11/15/84

10/17/84

10/30/84

2/3/83

Amount

$800

$1,500

$500

$250

-54-

Reported Name
of Donee
Cii ttee

"College Republican
Nat'l Com.0

'College Republican
Nat'l Fund'

'Black PAC'

"CPACa

Status

No such committee
registered. No
committee with a
similar name
reports a receipt
from RUFFPAC.

No such committee
registered. No
committee with a
similar name
reports a receipt
from RUFFPAC.

Committees exist
with this or
similar names,
but none reports
a receipt from
RUFFPAC.

No such political
committee
registered. No
political
commi ttee whatso-
ever registered at
reported address.

Chart 3.

Some of RUFFPAC's Improperly Reported
'Contributions to Other Political Committees"

In light of these facts, it appears that RUFFPAC may have

failed properly to state the name and address of a recipient

political committee, may have miscategorized a disbursement, may

have failed to report the purpose and the name and address of a

recipient of a disbursement over $200, or may have committed some

other reporting violation. Accordingly, this Office recommends that

the Commission find reason to believe RUFFPAC and its treasurer

violated 2 U.S.C. S 434(b).
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I. Other Potential Issues and Violations

In addition to the issues discussed above, this Office has

discovered numerous other potential violations of the Act,

including unreported activity, improperly reported activity,

reports and statements not signed by committees' treasurers or

assistant treasurers, a potential contribution by a foreign

national, activity reported in an untimely manner, and improper

transfers between RUFFPAC and RUFFPAC State. Given the scope of

this matter, however, the General Counsel's Office does not

recommend taking action at this time with regard to these

potential violations.

This Office further notes that although RUFFPAC and FTE in

certain respects appear to have behaved as a separate segregated

fund and its connected organization, the General Counsel's Office

has not analyzed them as such. Initially, RUFFPAC reports having

no connected organization. Moreover, if RUFFPAC were a separate

segregated fund, it could legally solicit contributions only from

its restricted class; nearly all of RUFFPAC's $7.5 million in

receipts, however, has been contributions resulting from

nationwide solicitations to the general public.

This Office has circulated a report in MUR 2810, which also

concerns alleged violations by FTE. Due to the discrete nature

of the allegations in MUR 2810, this Office does not recommend

merging that matter with MUR 2191. The evidence in MUR 2810,

however, does suggest continued FTE subsidization of federal

political activity up to the present time.

I II. RECOMMENDATIONS

1. Find reason to believe RUFF Political Action Committee
knowingly and willfully violated 2 U.S.C. SS 441b(a), 441f,
434(b), and 441a(a) (2) (A).
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2. Find reason to believe RUFF Political Action Comittee and
its treasurer violated 2 U.S.C. 55 433(c), 434(b), 441b~a),
and 432(c)(5) and 11 C.F.R. S 102.5(a).

3. Find reason to believe William T. Jacobs knowingly and
willfully violated 2 U.S.C. 5S 441b(a), 441f, 434(b), and

441a (a) (2) (A).

4. Find reason to believe American Heritage Centre, Inc.
knowingly and willfully violated 2 U.S.C. 55 441b(a) and
441f.

5. Find reason to believe Neal B. Blair knowingly and willfully
violated 2 U.S.C. S 441f and 441b(a).

6. Find reason to believe National Pro-Life PAC and Charles C.
Fiore, as treasurer, violated 2 U.S.C. S 441f.

7. Find reason to believe Gun Owners of America Campaign
Committee and John H. Hodgson, IlI, as treasurer, violated
2 U.S.C. 5 441f.

8. Find reason to believe Save Social Security Political Action
Committee and Curt Clinkscales, as treasurer, violated
2 U.S.C. S 441f.

9. Find reason to believe Concerned Americans PAC and Lee K.
Laflaye, as treasurer, violated 2 U.S.C. S 441f.

10. Find reason to believe Financial Freedoms Political Action
Comittee (FIFE-PAC) and Donald C. Evans, Jr., as treasurer,
violated 2 U.S.C. SS 441f and 441a(a) (1) (A).

11. Find reason to believe Liberation Political Action Comittee
and its treasurer violated 2 U.S.C. SS 441f, 441a(a) (1) (A),
433(c), and 434(a).

12. Find reason to believe Students for America Political Action
Committee and George Hancock, as treasurer, violated
2 U.S.C. SS 441f and 434(b).

13. Find reason to believe Free the Eagle knowingly and
willfully violated 2 U.S.C. SS 441f and 441b(a).

14. Find reason to believe Free the Eagle violated 2 U.S.C.
5 441b(a).

15. Find reason to believe Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer, violated 2 U.S.C.
S 441a(f).

16. Find reason to believe RUFFPAC State and its treasurer
violated 2 U.S.C. S 441b(a) and 11 C.F.R. S 102.5(a).
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17. Find reason to believe Rh1FPAC State and its treasurer
knowingly and willfully violated 2 U.S.C. 5 441b(a).

18. Find reason to believe Students for America violated
2 U.S.C. 5S 441f and 441b(a).

19. Approve the attached Factual and Legal Analyses.

20. Approve the attached Subpoenas and Orders.

21. Approve and send the attached letters.

Date arneM./NI
:General Counsel

Attachments
1. Loan summary provided by William Jacobs
2. Reports evincing contribution to Cleaver through National

Pro-Life PC
3. Reports evincing contribution to Armey through Gun Owners

of America Campaign Committee
4. Reports evincing contributions to Chavez through Save

Social Security Politial Action Committee
5. Reports evincing contribution for Hansen through Concerned

Americans PAC.
6. Reports evincing contributions to Armey and Helms through

FIFE-PAC, an4-to FIFE-PAC through FTE employees
7. Reports evincing contribution to Siljander through

Liberation Political Action Committee
8. Reports evincing ecntribution to Herschensohn through

Liberation Politioal Action Committee
9. I MPAC's report evincing contributions to SFA PAC
10. Copy of Helms T-shirt; SFA PAC's report evincing

contributions by RUFFPAC, and disbursement to Sale Blazers
11. Letters concerning Liberation Political Action Committee's

excessive contribution to Herschensohn
12. Statement of Organization and Letter from Liberation

Political Action Committee
13. FTE's lobbying report evincing donation to SFA
14. Agenda for FTM's 7/17/84 board of directors' meeting
15. RUFFPAC Financial Statements
16. MTE Financial Statements
17. Jacobs' $754 check to Acuity Graphics
18. RUFFPAC's $754 check to Jacobs
19. Broaddus Audit
20. Letter from RUFFPAC's last treasurer
21. Factual and Legal Analyses
22. Subpoenas and Orders
23. Letters

Staff Member: Robert Raich



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

RUFF Political Action Committee
and its treasurer

American Heritage Centre, Inc.
David L. O'Mara
William T. Jacobs
Neal B. Blair
Charles R. Newton
National Pro-Life PAC and
Charles C. Fiore, as treasurer

Gun Owners of America Campaign
Committee and John H.
Hodgson, II, as treasurer

Save Social Security Political
Action Committee and Curt
Clinkscales, as treasurer

Concerned Americans PAC and
Lee K. LaHaye, as treasurer

Financial Freedoms Political
Action Committee (FIFE-PAC)
and Donald C. Evans, Jr., as
treasurer

Liberation Political Action
Committee and its treasurer

Free the Eagle
Herschensohn for U.S. Senate

and Dr. Fred Balitzer, as
treasurer

RUFFPAC State and its treasurer
Students for America Political
Action Committee and George
Hancock, as treasurer

Students for America

MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of June 20, 1989,

(continued)



Federal Election Commission Page 2
Certification for MUR 2191
June 20, 1989

do hereby certify that the Commission decided by a vote

of 6-0 to take the following actions in MUR 2191:

1. Find reason to believe RUFF Political
Action Committee knowingly and willfully
violated 2 U.S.C. §§ 441b(a), 441f,
434(b) , and 441a(a) (2) (A) .

2. Find reason to believe RUFF Political
Action Committee and its treasurer
violated 2 U.S.C. SS 433(c), 434(b),
441b(a), and 432(c) (5) and 11 C.F.R.
S 102.5(a).

3. Find reason to believe William T. Jacobs
knowingly and willfully violated 2 U.S.C.
S§ 441b(a), 441f, 434(b), and 441a(a) (2) (A).

4. Find reason to believe American Heritage
Centre, Inc. knowingly and willfully
violated 2 U.S.C. §§ 441b(a) and 441f.

5. Find reason to believe Neal B. Blair
knowingly and willfully violated 2 U.S.C.
§§ 441f and 441b(a).

6. Find reason to believe National Pro-Life
PAC and Charles C. Fiore, as treasurer,
violated 2 U.S.C. § 441f.

7. Find reason to believe Gun Owners of America
Campaign Committee and John H. Hodgson, II,
as treasurer, violated 2 U.S.C. § 441f.

8. Find reason to believe Save Social Security
Political Action Committee and Curt
Clinkscales, as treasurer, violated
2 U.S.C. § 441f.

(continued)



Federal Election Commission Page 3
Certification for MUR 2191
June 20, 1989

9. Find reason to believe Concerned Americans
PAC and Lee K. LaHaye, as treasurer,
violated 2 U.S.C. § 441f.

10. Find reason to believe Financial Freedoms
Political Action Committee (FIFE-PAC) and
Donald C. Evans, Jr., as treasurer,
violated 2 U.S.C. §§ 441f and 441a(a) (I) (A).

11. Find reason to believe Liberation Political
Action Committee and its treasurer, violated
2 U.S.C. SS 441f, 441a(a) (I) (A) , 433(c), and
434(a).

12. Find reason to believe Students for America
Political Action Committee and George
Hancock, as treasurer, violated 2 U.S.C.
SS 441f and 434(b).

13. Find reason to believe Free the Eagle knowingly
and willfully violated 2 U.S.C. SS 441f and
441b (a).

14. Find reason to believe Free the Eagle violated
2 U.S.C. § 441b(a).

15. Find reason to believe Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer,
violated 2 U.S.C. § 441a(f).

16. Find reason to believe RUFFPAC State and its
treasurer violated 2 U.S.C. § 441b(a) and
11 C.F.R. § 102.5(a).

17. Find reason to believe RUFFPAC State and its
treasurer knowingly and willfully violated
2 U.S.C. § 441b(a).

(continued)



Federal Election Commission Page 4
Certification for MUR 2191
June 20, 1989

18. Find reason to believe Students for America
violated 2 U.S.C. §§ 441f and 441b(a).

19. Approve the Factual and Legal Analyses
attached to the General Counsel's report
dated May 22, 1989, subject to amendment
as agreed during the meeting discussion of
June 20, 1989.

20. Approve the Subpoenas and Orders attached to
the General Counsel's report dated May 22, 1989.

21. Approve and send the letters attached to the
General Counsel's report dated May 22, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission
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Staff Member: R. Raich

*m2l m.*7
FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

June 27, 1989 SENSITIVE

TO: The Commission

FROM: Lawrence Mo Nobl
General Counsel

SUBJECT: MUR 2191
RUFFPAC; Students for America; et al.

1. BACKGNUD

In the Executive Session of June 20, 1989, the Commission
voted to change Factual and Legal Analyses with respect to a
payment by Free the Eagle to Students for America, allegedly to
benefit a federal candidate. The Comission's conoansus was that
the Factual and Legal Analyses should analyze the transaction as
a possible violation of 2 U.S.C. S 441b(a) but not as a possible
violation of 2 U.S.C. S 441f. The Commission voted, bowover, to
approve the recommendation to find reason to believe Studeits for
America violated both section 441b(a) and section "lf with
regard to the transaction. To be consistent with the Commission's
discussion, the reference to section 441f should be deleted in
the finding against Students for America. Similarly, the
reference to section 441f should be deleted in the letter to
Students for America. Accordingly, the General Comwsel's Office
recommends that the Commission rescind approval of Ueom-edation
18, involving Students for America, find reason to believe
Students for America violated 2 U.S.C. S 441b(a), and send the
appropriate letter.

I. n ROUDATIOS

1. Rescind approval of Recommendation 18 in the General
Counsel's Report signed May 22, 1989, which reads,
"Find reason to believe Students for America violated
2 U.S.C. 55 441f and 441b(a).*

2. Find reason to believe Students for America violated
2 U.S.C. 5 441b(a), and send the appropriate letter.



* S
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Students for America; et al. ) MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on June 29,

1989, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2191:

1. Rescind approval of Recommendation 18 in ther- General Counsel's Report signed May 22, 1989,
which reads, "Find reason to believe Students
for America violated 2 U.S.C. SS 441f and
441b(a)."

2. Find reason to believe Students for America
violated 2 U.S.C. S 441b(a), and send the
appropriate letter.

Commissioners Aikens, Elliott, Josefiak, McDonald, and

McGarry voted affirmatively for the decision;

Commissioner Thomas did not cast a vote.

Attest:

Date tarjorie W. Emmons
Secretary of the Commission

Received in the Office of Commission Secretary:Tues., 6-27-89, 11:07
Circulated on 48 hour tally basis: Tues., 6-27-89, 4:00
Deadline for vote: Thurs., 6-29-89, 4:00



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 204bJ

July 12, 1989
CIFIED MAIL
RETURN RECEIPT REQSTED

Charles D. Brooks
1021 Arlington Boulevard
Arlington, Virginia 22209

RE: MUR 2191

Dear Mr. Brooks:

The Federal Election Commission has the statutory duty of
entorcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. The
Commission has issued the attached Order which requires you to
provide certain information in connection with an investigation
it is conducting. The Commission does not consider you a
respondent in this matter, but rather a witness only.

Because this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. 5 437g(a) (12) (A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Order. However,
you are required to submit the information within 15 days of your
receipt of this letter. All answers must be submitted under
oath.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

awrence M. NobleGeneral Counsel
Enclosure

Order to Submit Written Answers



BEFORE THE FEDERAL ELECTION COIISSION

In the Matter of )
) MUR 2191

ORDER TO SUBMIT WRITTEN ANSWERS

TO: Charles D. Brooks
1021 Arlington Boulevard
Arlington, Virginia 22209

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Electio

Commission, 999 E Street, N.W., Washington, D.C. 20463, within

days after your receipt of this Order.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this/

day of __ __ _, 1989.

6Y6'

n

is

--O /
Danny/L Donald, Chairman
Federal Election Comission

ATTEST:

MarJou W. Emmons
Secre'ry to the Commission

...... m -- m m mm I n I



INSTRUCTIONS

In answering these interrogatories, furnish all information,however obtained, including hearsay, that is in possession of,,known by, or otherwise available to you, including informationappearing in your records.

If you cannot answer the following interrogatories in fullafter exercising due diligence to secure the full information todo so, answer to the extent possible and indicate your inabilityto answer the remainder, stating whatever information orknowledge you have concerning the unanswered portion anddetailing what you did in attempting to secure the unknownin formatiton.

Should you claim a privilege with respect to anycommunications or other items about which information isrequested by any of the following interrogatories, describe suchitems in sufficient detail to provide justification for theclaim. Each claim of privilege must specify in detail all thegrounds on which it rests.

The following interrogatories are continuing in nature so as* to require you to file supplementary responses or amendmentsduring the course of this investigation if you obtain further ordifferent information prior to or during the pendency of thismatter. Include in any supplemental answers the date upon vhichand the manner in which such further or different information
- came to your attention.



INTERROGATORIES

1. Explain in detail all circumstances by which you ceased

being treasurer of RU?? Political Action Committee.

2. Explain when you ceased being -treasurer of RUPP

Political Action Committee.

3. Identify the current treasurer of RUFF Political Action

Committee.

4. Provide all of your current business and residence

addresses and telephone numbers.



FEDERAL ELECTION COMMISSION
WASHINGTON. 0 C 20 3Ju y 1 r

July 12, 1989
CERTIFIED NKIL
RETURn RECEIPT REQUESTED

Daniel R. Flynn
1600 South Bads Street, Apt. 712 S.
Arlington, Virginia 22202

RE: MUR 2191

Dear Mr. Flynn:

The Federal Election Commission has the statutory duty ofenforcing the Federal Election Campaign Act of 1971, as amended,and Chapters 95 and 96 of Title 26, United States Code. The(N Commission has issued the attached Order which requires you to
provide certain information in connection with an investigation
it is conducting. The Commission does not consider you a
respondent in this matter, but rather a witness only.

Because this information is being sought as part of aninvestigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. S 437g(a) (12) (A) applies.That section prohibits making public any investigation conducted
by the Commission without the express written consent of theperson with respect to whom the investigation is made. You areadvised that no such consent has been given in this case.

You may consult with an attorney and have an attorney assistyou in the preparation of your responses to the Order. However,
you are required to suomit the information within 15 days of yourreceipt of this letter. All answers must be submitted under
oath.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

( /-Lawrence 14. Noble
General Counsel

Enclosure
Order to Submit Written Answers



BEFORE THE FEDERAL ELECTION COHNISSION

In the Matter of )
) MUR 2191

ORDER TO SUBMIT WRITTEN ANSWERS

TO: Daniel R. Flynn
1600 South Eads Street, Apt. 712 S.
Arlington, Virginia 22202

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in

furtherance of its investigation in the above-captioned matter,

the Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order.

Such answers must be submitted under oath and must be

rforwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, within 15

C71 days after your receipt of this Order.

WHEREFORE, the Chairman of the Federal Election Comiissio,

has hereunto set his hand in Washington, D.C. on this

day of , 1989.

ATES:''d : / . '

Danny /;. McDonald, Chairman
Federal Election Commission

ATTEST:

Mar or eiW. Emmons
Secreti to the Commission



ZWrTRROGATORIES

1. Explain in detail all circumstances by which you ceased

being treasurer of Liberation Political Action Committee.

2. Explain when you ceased being treasurer of Liberation

Political Action Committee.

3. Identify the current treasurer of Liberation Political

Action Committee.

4. State who made decisions concerning the contributions

made by Liberation Political Action Committee.

5. With respect to your work on behalf of Herschensohn for

U.S. Senate in 1986:

a. describe the dates of such work and what the work

entailed.

b. describe the compensation and other payments you

received during the period of such work by amount and date.

c. identify the source of each of these payments.

d. identify all other individuals known to you who

performed work on behalf of Herschensohn for U.S. Senate during

1986 and who also received payments from this source.

6. Provide all of your current business and residence

addresses and telephone numbers.



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20461

July 12, 1989

CERTIFIED MAIL
RETURN RCEIPT REQESTED

Mark L. Stephens, Treasurer
Helms for Senate Committee
P. o. Box 177000
Raleigh, North Carolina 27619

RE: MUR 2191

Dear Mr. Stephens:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. The
Commission has issued the attached Or3er which requires you to
provide certain information in connection with an investigation it
is conducting. The Commission does not consider you a respondent
in this matter, but rather a witness only.

Because this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. S 437g(a) (12) (A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Order. However
you are required to submit the information within 15 days after
your receipt of this letter. All answers must be submitted under
oath.



Mark L. Stephens
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If you have any questions, please contact Robert Raich, the
attorney handling this uatter, at (202) 376-8200.

S A rely,

/ Lawrence M. Noble
General Counsel

Enclosure
Order to Submit Written Answers



BEFORE THE FEDERAL ELECTION COIMISSION

In the Matter of )
M4UR 2191

ORDER TO SUBMIT WRITTEN ANSWERS

TO: Mark L. Stephens, Treasurer
Helms for Senate Committee
P.O. Box 177000
Raleigh, North Carolina 27619

Pursuant to 2 U.S.C. S 437d(a) (1), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby orders you to submit written answers to the

questions attached to this Order.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Commission, 999 E Street, N.W., Washington, D.C. 20463, within 15

days of your receipt of this Order.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this day

of 1989.

Danny,,. McDonald, Chairman
Fedetal Election Corission

ATTEST:

arjorre W. Emmons
Secretly to the Commission



INTERROGATORI ES

1. State whether Allison Blair performed any services on

your behalf during 1984. If your answer is in the affirmative:

a. Describe all activities of Allison Blair on your

behalf.

b. State the source, amount, recipient, and purpose

of all disbursements made to or on behalf of Allison Blair during

the period she performed services on your behalf.

2. a. Identify all officers, employees, volunteers, and

agents of RUFF Political Action Committee, Free the Eagle, and

Neal Blair with whom you had any communications in 1984.

b. Describe all communications you had in 1984 with

RUFF Political Action Committee, Free the Eagle, and Neal Blair,

and officers, employees, volunteers, and agents thereof.

3. a. Identify all officers, employees, volunteers, and

agents of Students for America and Students for America Political

Action Committee with whom you had any communications in 1984.

b. Describe all communications you had in 1984 with

officers, employees, volunteers, and agents of Students for

America and Students for America Political Action Committee.

4. State whether you obtained possession of any T-shirts,

copies of the front and back of which are appended hereto.

a. If you obtained any such T-shirts, state: the

number you obtained, the person from whom you obtained them, the

amount you paid for them, the manner in which you obtained them,

to whom you distributed them, and the methods by which you

distributed them.
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b. If you did not obtain any such T-shirts, state

what information you have concerning the identity of the persons

who paid for and distributed such T-shirts.

5. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2V463

July 12, 1989

CETIFIED MAIL
RETURN RECEIPT REQUESTED

Real Blair, President
Liberation Political Action

Committee
25 E Street, N.W., Eighth Floor
Washington, D.C. 20001

RE: MUR 2191
Liberation Political
Action Committee and its
treasurer

Dear Mr. Blair:

On June 20 , 1989, the Federal Election Commission found
that there is reason to believe Liberation Political Action
Committee and its treasurer ("the Comuittee') violated 2 U.S.C.
SS 441f, 441a(a) (1) (A), 433(c), and 434(a), provisions of the
Federal Election Campaign Act of 1971, as amended (*the Act").
The Factual and Legal Analysis, which formed a basis for the
Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee. You may submit
any factual or legal materials that you believe are relevant to
the Commission's consideration of this matter. Statements should
be submitted under oath. All responses must be submitted within
15 days of your receipt of this letter.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses. If the Committee
intends to be represented by counsel, please advise the
Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Committee, the Commission may find probable cause to believe that
a violation has occurred and proceed with conciliation.
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If you are interested in pursuing pro-probable cause
conciliation, you should so request in writing. See Li C.F.R.
5 111.18(d). Upon receipt of the request, the Of!Tce of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. 5S 437g(a) (4) (B) and 437g (a) (12) (A) , unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Designation of Counsel Form
Procedures



FEDERAL ELECTION COMMISS ION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Liberation Political Action Committee MUR: 2191
and its treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

A. Using Name to Effect Contribution by RUFFPAC

Pursuant to 2 U.S.C. S 441f, no person may make a

contribution in the name of another person, and no person may

knowingly permit its name to be used to effect such a

contribution.

Various persons have stated to the Commission that RUFF

Political Action Committee (wRUFFPAC") made contributions to

candidate committees through other independent political

committees. A careful review of reports on file with the

Commission suggests that Liberation Political Action Committee

('Liberation PACO) may have allowed its name to be used to effect

R!FFPAC contributions to Friends of Siljander in 1985 and

Herschensohn for U.S. Senate in 1986.

During October, November, and December of 1985, RUFFPAC made

nearly its maximum allowable $5,000 contribution to Friends of

SilJander. On December 5, 1985, Liberation PAC reported

receiving a $1,100 contribution from RUFFPAC. On that same day,

Liberation PAC reported making a $1,000 contribution to Friends

of Siljander. It thus appears that RUFFPAC gave Liberation PAC
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$1,100 so that it would, in turn, give Friends of Siljander

$1,000.

Moreover, between May 2 and May 21, 1986, RUFFPAC made its

maximum allowable $5,000 primary election contribution to

Herschensohn for U.S. Senate. On May 23, 1986, Liberation PAC

reported receiving a $3,900 contribution from RUFFPAC. On that

same day, Liberation PAC reported making a $3,500 primary

election contribution to Herschensohn for U.S. Senate. It thus

appears that RUFFPAC gave Liberation PAC $3,900 so that it would,

in turn, give Herschensohn for U.S. Senate $3,500.

In accordance with the discussion above, it appears that

Liberation PAC knowingly allowed its name to be used to effect

two contributions by RUFFPAC. Consequently, there is reason to

believe Liberation Political Action Committee and its treasurer

violated 2 U.S.C. S 441f.

B. Excessive Contribution

Pursuant to 2 U.S.C. 5 441a(a)(1)(A), no person who is not a

multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

5 441a(a)(2) (A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The term

"multicandidate political committee' means a political committee

which, inter alia, has received contributions from more than 50

persons and has made contributions to at least five candidates

for federal office. 2 U.S.C. 5 441a(a)(4).
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Throughout its entire history, Liberation PAC reported

receiving contributions from only one source (RUFFPAC), and

reported making contributions to only two candidates (Siljander

and Herschensohn). Accordingly, Liberation PAC was not a

multicandidate political committee and was subject to the $1,000

per election contribution limitation of 2 U.S.C. 5 441a(a) (1) (A).

Liberation PAC's $3,500 contribution to Herschensohn for U.S.

Senate was, therefore, apparently excessive.

After the Commission's Reports Analysis Division informed

Liberation PAC of its apparent excessive contribution to

Eerschensohn for U.S. Senate, Liberation PAC mailed a letter to

the Herschensohn committee explaining that it was not a

multicandidate committee and requesting a refund of the excessive

contribution. Neither the Herschensohn committee nor Liberation

PAC reports the excessive contribution as having been refunded,

though the Herschensohn committee's reports indicate it had

sufficient cash on hand to make the refund.

For the reasons stated above, there is reason to believe

Liberation Political Action Comittee and its treasurer violated

2 U.S.C.- S 441a(a) (1) (A).

C. Failure to Amend Statement of Organization

All committees established, financed, maintained, or

controlled by the same person or group of persons are affiLiated.

11 C.F.R. 5 100.5(g) (2).

Neal Blair allegedly established Liberation PAC personally

as an account that William Jacobs initially did not have access



to. Weal Blair reportedly wanted to have a PAC that Roward Ruff

would not know about. As iiscussed above, Liberation PAC's only

contributions are from RUFFPAC. Liberation PAC's address is on

the same floor of the same building in which Neal Blair had his

Washington, D.C. office. Liberation PAC's two treasurers--first

Russell Mathews, then Daniel Flynn--both appear frequently in

RUFFPAC's reports as recipients of disbursements for "salary' or

"payroll." Liberation PAC's custodian of records is Maria

Cohilas Ross, an FTE employee and Neal Blair's secretary. The

evidence thus suggests that RUFFPAC and Liberation PAC are

affiliated committees pursuant to the Commission's Regulations,

though neither committee reports the other as an affiliated

committee.

Each committee must file a Statement of Organization within

ten days after becoming a political committee. 2 U.S.C.

S 433(a). The Statement of Organization of a political committee

must include, among other things, the name and address of the

treasurer of the committee, and the name, address, relationship,

and type of any affiliated committee. 2 U.S.C. S 433(b)(4) and

(2). Any change in information previously submitted in a

Statement of Organization must be reported no later than ten days

after the date of the change. 2 U.S.C. S 433(c). Every

political committee shall have a treasurer. 2 U.S.C. S 432(a).

The most recent Statement of Organization of Liberation

Political Action Committee was filed on May 5, 1986, and lists
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Daniel R. Flynn as treasurer. In a letter filed on April 1,

1988, however, Mr. Flynn states that he has not served as

treasurer since June of 1987. Although the letter states that

Neal Blair is President of Liberation PAC, the letter does not

list a name or address of a new treasurer. Indeed, Liberation PAC

has filed no report detailing financial activity since its 1986

Year-End Report. No document filed by Liberation Political Action

Committee discloses RUFFPAC as an affiliated committee.

In accordance with the foregoing, there is reason to believe

Liberation Political Action Committee and its treasurer violated

2 U.S.C. S 433(c) by failing to amend their Statement of

Organ izat ion.

D. Failure to File Reports

Every treasurer of a political committee must file periodic

reports of receipts and disbursements. 2 U.S.C. S 434(a)(1).

As previously mentioned, Liberation PAC has filed no report

since its 1986 Year-End Report. Accordingly, there is reason to

believe Liberation Political Action Committee and its treasurer

violated 2 U.S.C. S 434(a).



FEDERAL ELECTION COMMISSION
WASHIN o.N DC .0b.J

July 12, 1989

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

George Hancock, Treasurer
Students for America Political

Action Committee
Students for America
3509 Haworth Drive, Suite 200
Raleigh, North Carolina 27609

RE: MUR 2191
Students for America

Political Action

Committee and George
Hancock, as treasurer

Students for America

Dear Mr. Hancock:

On June 20 , 1989, the Federal Election Comission found
that there is reason to believe Students for America Political

- Action Comittee (*SFA PACO) and you, as treasurer, violated
2 U.S.C. 55 441f and 434(b), provisions of the Federal Election
Campaign Act of 1971, as amended (the Acta). On that same date
the Commission also found that there is reason to believe
Students for America (*SFA = ) violated 2 U.S.C. 5 441b(a). The
Factual and Legal Analysis, which formed a basis for the
Comission's findings, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against SFA PAC and you, as treasurer,
and SrA. You may submit any factual or legal materials that you
believe are relevant to the Commission's consideration of this
matter. Statements should be submitted under oath. All
responses to the enclosed Subpoena to Produce Documents and Order
to Submit Written Answers must be submitted within 15 days of
your receipt of this letter. Any additional materials or
statements you wish to submit should accompany the response to
the Subpoena and Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.
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Page 2

In the absence of any additional information which
demonstrates that no further action should be taken against SPA
PAC and you, as treasurer, and SPA, the Commission may find
probable cause to believe that a violation has occurred and
proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

7/
£ -,

Danny t. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



BE* THE rEDERAL ELECTION COASION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSMRS

TO: George Hancock, Treasurer
Students for America Political

Action Committee
Students for America
3509 Haworth Drive, Suite 200
Raleigh, North Carolina 27609

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may
be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Comission has

hereunto set his hand in Washington, D.C. on this /Q.~day of

L "1989.

Danny McDonald, Chairman
Federal Election Commission

ATTEST:

arjr e r. Emmons
Secreta to the Commission



Z1TRROGA.ORIES AD DO.. A,, REQUESTS

1. Identify all of your officers, employees, volunteers,

and agents during 1984.

2. a. Identify all officers, employees, volunteers, and

agents of Helms for Senate Committee with whom you had any

communications in 1984.

b. Describe all communications you had in 1984 with

officers, employees, volunteers, and agents of Helms for Senate

Couit tee.

c. Produce all documents that in any way pertain,

relate, or refer to such communications.

3. a. Identify all officers, employees, volunteers, and

agents of RUFF Political Action Committee, Free the Eagle, and

Neal Blair with whom you had any communications in 1984.

b. Describe all communications you had in 1984 with

officers, employees, volunteers, and agents of RU? Political

Action Commlittee, Free the Eagle, and geal Blair.

c. Produce all-documents that in any way pertain,

relate, or refer to such communications.

4. Students for America Political Action Committee

reported making a $2,715.60 disbursement on November 1, 1984 to

Sale Blazers for T-shirts. Describe in detail the basis for your

classification of that disbursement as an operating expenditure.

5. State whether you obtained possession of the T-shirts

that are the subject of your November 1, 1984 disbursement.

a. If you did-not obtain possession, state why you

paid for the T-shirts.



b. if you obtained possession, state: when you

received the T-shirts, from whom you received the T-shirts, the

manner in which you received the T-shlrts, to whom you

distributed the T-shirts, and the methods by which you

distributed the T-shirts.

c. Produce all documents that in any way pertain,

relate, or refer to your receipt of, use of, and payment for the

T-shirts.

6. RUFF Political Action Committee reported donating

$2,915.60 to Students for America Political Action Committee in

October 1984 and $750 in November 1984, and Free the Eagle

reported donating $750 to Students for America in the fourth

quarter of 1984.

a. Describe all communications you had with any

person concerning those donations.

b. Produce all documents that in any way pertain,

relate, or refer to such communications or those donations.

7. Describe all activities of Allison Blair on your behalf

during 1984.

8. a. State the date, amount, recipient, and purpose of

all disbursements you made to or on behalf of Allison Blair,

including but not limited to salary, expenses, food, and lodging.

b. Produce all documents that in any way pertain,

relate, or refer to disbursements you made to or on behalf of

Allison Blair.



9. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COISIISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Students for America Political MUR 2191
Action Committee and George
Hancock# as treasurer

Students for America

A. Background

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Students for America Political Action Committee (OSFA PAC")

is a political committee apparently connected with Students for

America ("SFAO), a North Carolina corporation. SFA is a

relatively large organization, with 7,000 members and an annual

-- budget of $150,000. Encyclopedia of Associations (1988). SFA

PAC and SFA have the same address in Raleigh, Worth Carolina.

Disclosure reports reveal that Helms for Senate Committee

contributed a total of $1,500 to SPA PAC in May and July 1984.

Allison Blair allegedly worked closely with SFA. HerC"

father, Real Blair, was President and a director of RUFF

r> . Political Action Committee ('RUFFPAC) and Free the Eagle

('7TH').

Pursuant to the Federal Election Campaign Act of 1971, as

amended (the 'Act'), no person shall knowingly permit its name to

be used to effect a contribution in the name of another person.

2 U.S.C. S 441f. The term "person' includes committees.

2 U.S.C. 5 431(11).

Each report filed by a political committee shall disclose,

inter alia: The 'identification' of each political committee
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that makes a contribution to the reporting committee; the total

amount of all disbursements; all contributions to other political

committees; the name and address of each political committee that

receives a contribution from the reporting committee, together

with the date and amount of any such contribution; and the name

and address of each person who receives an expenditure

aggregating in excess of $200 per year for operating expenses,

together with the date, amount, and purpose of such expenditure.

2 U.S.C. S 434(b). The term *identification* includes the name

and address of a person. 2 U.S.C. 5 431(13).

It is unlawful for any corporation to make a contribution or

expenditure in connection with a federal election, or for any

officer or director of a corporation to consent to any such

contribution or expenditure. 2 U.S.C. 5 441b(a).

B. T-Shirts

'q- It appears that SPA PAC may have violated the Act in 1984 by

permitting its name to be used to effect a contribution by

RUFFPAC in the form of T-shirts benefitting Helms for Senate

Committee.

Allison Blair reportedly worked for Helms for Senate

Committee. In the fall of 1984, when RUFFPAC was reaching its

maximum legal contribution limit to the Helms campaign, Neal

Blair was allegedly searching for additional methods to

contribute to Helms and decided RUFFPAC would make some T-shirts

benefitting the Helms campaign. An FTE employee designed the
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T-shirts and worked directly with a company named Sale Blazers to

produce the T-shirts. The T-shirts have the words *Reagan elmals'

superimposed on an outline of North Carolina, and state, "Give

'ea Helms on November 610

Sale Blazers sent the T-shirts to FTE's offices with an

invoice. FTE employees took out a few T-shirts for their own

use, then the rest apparently were sent to North Carolina. After

the invoice was approved for payment by RUFFPAC, Mr. Blair

reportedly decided that RUFFPAC should not pay it directly.

Instead, Mr. Blair allegedly ordered the invoice and a check be

sent to SPA PAC. RUFFPAC reported that disbursement as an

October 25, 1984, $2,915.60 contribution to *Students for a

Better America' at Neal Blair's Washington, D.C. address.

Although there is no organization known as 'Students for a Better

America, SFA PAC reported receiving that contribution from

RUFFPAC on October 29, 1984. SPA PAC's report failed to include

RUFFPAC's address.

On November 1, 1984, two days after receiving RUYPAC's

contribution, SPA PAC made a disbursement of exactly $200.00 less

(i.e. for $2,715.60) to Sale Blazers. The disbursement was

reported on line 19 (operating expenditures) with a purpose

listed as *TEE SHIRTS." SPA PAC did not report the disbursement

either as an in-kind contribution or as an independent

expenditure on behalf of the Helms Committee.

It appears that RUFPPAC's $2,915.60 payment to SPA PAC may

have been intended as an in-kind contribution to Helms for Senate
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Committee. Similarly, it appears that SFA PAC may have allowed

its name to be used to effect a $2,715.60 in-kind contribution by

RuFVPAC to Helms for Senate Committee. Moreover, SrA PAC

apparently failed to report the true purpose of its disbursement

to Sale Blazers, and failed to report RUFFPAC's address.

Accordingly, there is reason to believe SPA PAC and George

Hancock, as treasurer, violated 2 U.S.C S 441f and 434(b).

C. Living Expenses

In addition to the Helms T-shirts apparently paid for by

RUrFPAC through SFA PAC, RUPFPAC and PTE allegedly made

contributions to Helms for Senate Committee in the form of

payments to SFA PAC and SPA which were to pay for Allison Blair's

living expenses while she worked for Helms for Senate Committee.

RUFPAC reported contributing $750 to SPA PAC on

November 19, 1984. SA PAC reported receiving that contribution

on November 28, 1984..!/ RUFPAC's $750 check was reportedly

written at the personal instruction of Neal Blair, who said it

was for Allison Blair's support while she was working on the

Helms campaign, meaning that it was for items such as Allison

Blair's food and lodging expenses.

In FTE's lobbying report for the fourth quarter of 1984, FTE

disclosed that it too gave $750 to SrA. As with RUFFPAC's check

discussed in the preceding paragraph, MTE's $750 check was

/ SPA PAC again failed to report RUFFPAC's address.



reportedly written at the personal instruction of Meal Blair who

said it was for Allison Blair's support while working on the

Helms campaign.

It thus appears that RUFFPAC may have given SPA PAC $750 so

that it would, in turn, make in-kind contributions to Helms for

Senate Comuittee in the form of Allison Blair's expenses.

Consequently, it appears that SPA PAC may have allowed its name

to be used to effect those contributions. Moreover, SPA PAC

apparently failed to report that the purposes of its

disbursements were, in fact, contributions to Helms for Senate

Committee, and SPA PAC apparently failed to report the true dates

and amounts of those contributions. It similarly appears that

FTh may have given SPA $750 so that it too would make in-kind

contributions to Helms for Senate Comittee. Furthermore,

because SFA is a corporation, it may have made corporate

contributions to Helms for Senate Committee, through Allison

Blair's expenses.

In accordance with the foregoing, there is reason to believe

SPA PAC and George Hancock, as treasurer, violated 2 U.S.C.

SS 441f and 434(b). -There is also reason to believe SPA violated

2 U.S.C. 5 441b(a).

,P . at



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 2046J

July 12, 1989

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Mark S. Levinstein, Esquire
Williams a Connolly
839 Seventeenth Street, N.W.
Washington, D.C. 20006

RE: MUR 2191

Neal B. Blair

Dear Mr. Levinstein:

On October 17, 1986, the Federal Election Commission found
reason to believe your client, Neal B. Blair, violated 2 U.S.C.
$ 441f, a provision of the Federal Election Campaign Act of 1971,
as amended (*the Act'). On January 6, 1987, the Commission
additionally found reason to believe your client violated
2 U.S.C. 5 441b.

On June 20, 1989, the Federal Election Commission found
reason to believe your client knowingly and willfully violated
2 U.S.C. S5 441f and 441b(a). The Factual and Legal Analysis,
which formed a basis for the Commission's findings, is attached
for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against your client. You may submit
any factual or legal materials that you believe are relevant to
the Coimission's consideration of this matter. Statements should
be submitted under oath. All responses to the enclosed Subpoena
to Produce Documents and Order to Submit Written Answers must be
submitted within 15 days of your receipt of this letter. Any
additional materials or statements you wish to submit should
accompany the response to the Subpoena -and Order.

In the absence of any additional information which
demonstrates that no further action should be taken against your
client, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.



Mark S. Levinstein
Page 2

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Oftl-ce of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

0% Counsel ordinarily will not give extensions beyond 20 days.

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be

-- made public.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincerely,/ /

Danny L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order



0EFORPTHE FEDERAL ELECTION COMMION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT VPTTEN ANSWERS

TO: Neal Blair

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

,- Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

-- 999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this /n _ay of

1989.

C//

Danny . McDonald, Chairman
Federal Election Commission

ATTEST:

MAr or W. Emmons
Secret to the Commission



INTERROGATORIES AND DOCUMENT REQUESTS

1. State all of your current residence and business

addresses and telephone numbers.

2. State all of Allison Blair's current residence and

business addresses and telehone numbers.

3. Produce a copy of the lease for the apartment you

rented at Crescent Court Apartments in March, 1984. Identify the

person who paid the security deposit for that apartment. Produce

all documents relating, concerning, or referring to the lease on

that apartment, including, but not limited to, cancelled checks.

4. Identify all persons associated with Helms for Senate

Committee with whom you communicated concerning RUFFPAC's

expenditures and contributions on behalf of that committee in

1984.

5. Identify all persons associated with Helms for Senate

Committee with whom you communicated concerning Allison Blair's

work on behalf of that comittee in 1984.

6. Identify all persons who have served as treasurer of

Liberation Political Action Committee since June of 1987, and

state the time periods during which each such person served as

treasurer.

7. Explain in detail all circumstances by which Daniel

Flynn may have ceased being treasurer of Liberation Political

Action Committee.

8. State who made decisions concerning the contributions

made by Liberation Political Action Committee.
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9. Identify all persons who have served as treasurer of

RUFFPAC since March of 1989, and state the time periods during

which each such person served as treasurer.

10. Explain in detail all circumstances by which Charles

Brooks may have ceased being treasurer of RUFFPAC.

11. Produce all of your timesheets for the periods of

November 1984 through January 1985, and April through June 1986.

12. With respect to your work on behalf of Herschensohn for

U.S. Senate in 1986:

a. State the dates of such work;

b. Describe what such work entailed;

c. State the amount and date of all compensation,

payments, and other things of value you received during the

period of such work;

d. Identify all sources of such compensation,

payments, and other things of value; and

e. Identify all other individuals known to you who

performed work on behalf of Herschensohn for U.S. Senate and who

also received compensation, payuents, or other things of value

from the sources named in your answer to question 12.d.

13. Produce all documents that in any way relate, pertain,

or refer to your involvement in or activities on behalf of

Eerschensohn for U.S. Senate in 1986.

14. Produce all documents that in any way relate, pertain,

or refer to the following disbursements:



a. $3,000 from RUFFPAC to National Pro-Life PAC on

April 26, 1984;

b. $5,000 from RUFFPAC to Gun Owners of America

Campaign Committee on October 16, 1984;

c. $5,000 from RUFFPAC to Financial Freedoms

Political Action Committee (FIFE-PAC) on October 23, 1984;

d. $2,915.60 from RUFFPAC to Students for a Better

America or Students for America Political Action Committee on

October 25, 1984;

e. $750 from RUFFPAC to Students for America or

Students for America Political Action Committee on November 19,

1984;

f. $750 from Free the Eagle to Students for America

during the fourth quarter of 1984;

g. $1,100 from RUF"PAC to Liberation Political Action

Committee on December 5, 1985;

h. $3,900 from RUFFPAC to Liberation Political Action

Committee on May 23, 1986;

i. $1,920 from RUFYPAC to Save Social Security

Political Action Committee on October 7, 1986;

j. $80 from RUFYPAC to Save Social Security Political

Action Committee on October 20, 1986; and

k. $3,000 from RUFFPAC to Concerned Americans PAC on

October 22, 1986.

15. Separately with regard to each question above, identify

each person who provided any information used in answering the

question.



FEDERAL ELECTION COmiISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Neal B. Blair 4UR: 2191

I. BACEGROUND

On October 17, 1986, the Commission found reason to believe

Neal B. Blair violated 2 U.S.C. 5 441f by making a $3,925 loan to

RUFF Political Action Committee (ORUFFPACI) and receiving money

from American Heritage Centre, Inc. ('ABC") in connection with the

loan.

On January 6, 1987, the Commission voted to postpone

conciliation negotiations until additional facts were available.

On that date the Commission also found reason to believe Neal B.

Blair, as President of ABC, violated 2 U.S.C. S 441b in connection

with loan transactions involving himself, David O'Mara, William

Jacobs, and Charles Newton.

During all relevant time periods, Mr. Blair has been a

director of RUFFPAC and Free the Nagle (OFTE'). Mr. Blair had

also been President of RUFFPAC and TS at all times except during

the period of August 1987 through approximately January 1988,

when Howard Segermark was President of the organizations.

Mr. Blair also originally incorporated ABC with M4ark Stoddard and

both of their wives. On March 30, 1989, Mr. Blair pleaded guilty

in Federal District Court in Alexandria, Virginia to a criminal

violation of the Internal Revenue Code for failing to file tax

returns, and reportedly resigned as President of RUFFPAC before

doing so.
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II. ANALYTSIS

A. Additional Evidence Concerning Previous RTB Findings

Messrs. O'Mara, Jacobs, Blair, and Newton have all admitted

that they loaned money to RUFFPAC with proceeds of monies they

received from AHC. RUPFPAC eventually paid back the loans to each

of the four men, and they, in turn, repaid AHC. The timing of

the repayments varied substantially -- from 34 days after the

date of the original AHC payment in the case of David O'Mara, to

nearly eight months after the original ARC payment in the case of

William Jacobs.

Specifically, the facts underlying the violations are as

follows: On September 24, 1985, O'Mara, Jacobs, and Blair

received $3,000, $3,500, and $4,000 respectively from ABC, and

with that money they loaned slightly lower amounts ($2,950,

$3,225, and $3,925) to RlUNPAC. Subsequently, on October 29,

1985, the transaction was reversed with respect to O'Mara, with

RWIFPAC repaying O'Mara $2,950, and O'Mara repaying ABC $3,000.

The transactions were similarly reversed with respect to Blair on

Nay 7, 1986, and Jacobs on Nay 20, 1986.

ARC and RUFFPAC then utilized the same scheme again, using

Charles Newton as a conduit. Specifically, on February 11, 1986,

ABC loaned $775 to Newton, and with that money Newton loaned $759

to RUFFPAC. The process was reversed on April 11, 1986, with

RUFFPAC repaying Newton and Newton repaying ABC.
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Weal Blair states that he was personally aware of the

transactions involving all four individuals. According to

William Jacobs, it was Blair's idea to have employees make loans

to RUFFPAC with proceeds to loans from AHC, and at Blair's

direction, Jacobs initiated the transactions. During the time

period in which the transactions took place, Neal Blair was one

of two officers and one of four directors of ABC. He was also

President and Chief Executive Officer of RUFFPAC.

Neal Blair also states that he told his subordinates that

the loan transactions between ABC and RUFFPAC were legal, and

that they had been approved by counsel. Blair, however, appears

to have known that the transactions were not legal. According to

Neal Blair himself, in 1985 he was aware that corporations were

prohibited from making federal contributions. Further, he states

that he directed that ABC's loans to individuals were to be

different in amount than the individuals' loans to RMFFPAC,

because if they were both for the same amount it would have

appeared that ABC's loans were *earmarked" (Blair's term), and he

did not want them to so appear.

Three of the conduits from ABC to RUFYPAC (Jacobs, O'Iara, and

Newton) viewed the exchanges of checks as a single transaction.

Although Blair alone contends that ABC's loans to the individuals

and the individuals' loans to RUFFPAC were separate transactions,

the evidence indicates that Blair as well considered his own loan

from ABC and to RUFFPAC to be a single transaction. According to
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Blair, he knew RUTFPAC needed money for postage# but he did not

have enough personal funds to make a loan to RUFFPAC. He admits

that he was able to give money to RUFFPAC only by borrowing money

from AEC.

Blair told his subordinates that counsel had approved the

transactions. At the instruction of his deposition attorney,

however, Blair refused to state what advice he may have actually

received from counsel, or what he had told his counsel.-1

As previously mentioned, the Commission has already found

reason to believe that Neal Blair violated 2 U.S.C. 55 441f and

441b in connection with these activities. In accordance with the

discussion above, the Commission now finds reason to believe that

Neal Blair knowingly and willfully violated 2 U.S.C. 55 441f and

441b (a).

B. Contributions by EJFFPAC in the Names of Other
Political Committees

1. Cash Contributions

It appears that RUFFPAC on numerous occasions-made excessive

contributions to candidate committees to which RUFFPAC had

already contributed the maximum amount allowed under the Act.

Allegedly RUFFPAC effected such contributions by contributing to

other political committees that, in turn, contributed similar

1/ Before Mr. Blair's deposition attorney instructed Mr. Blair
not to answer questions about advice he received from counsel,
!r. Blair stated that he had indicated to other persons that it
is permissible for individuals to borrow money from a
corporation, as long as the money was unot for stipulated
purposes,* and that the individuals could then loan the money to
whomever they pleased.
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amounts to the candidate committees. A careful review of reports

on file with the Commission confirms these contribution patterns.

No person shall make a contribution in the name of another

person, and no person shall knowingly permit his name to be used

to effect a contribution in the name of another person.

2 U.S.C. S 441f.

As Chart 1. illustrates, on numerous occasions from 1984

through 1986, RUFFPAC developed a pattern of making contributions

to political committees that, within two days, contributed the

identical amount or an amount slightly lower to candidate

committees to which RUFFPAC had already contributed approximately

its maximum legal limit.

The names of the committees through which RUFFPAC may have

made its excessive contributions are as follows: National Pro-

Life PAC, Gun Owners of America Campaign Committee, Save Social

Security Political Action Committee, Concerned Anericans PAC,

Financial Freedoms Political Action Committee (FIFE-PAC), and

Liberation Political Action Committee COLiberation PACO). It

appears that RUFFPAC may have given these committees money so

they would, in turn, give similar amounts to candidate

committees. Thus, RUFPAC may have made contributions in the

names of the committees mentioned above.

Weal Blair was President and Chief Executive Officer of

RUPFPAC. Mr. Blair personally signed most contribution checks

REFFPAC made to candidates. In his deposition, Mr. Blair stated

he was aware of the $5,000 per election limitation imposed by the
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Act on contributions from political committees to candidates.

The Commission has interpreted Section 441f to apply not only to

persons who make contributions in the name of another, but also

those who assist in the making of such contributions.

For the foregoing reasons, there is reason to believe Neal

Blair knowingly and willfully violated 2 U.S.C. 5 441f.

2. Helms T-Shirts.

RUFFPAC appears to have violated the Act by making payment

through another political committee for T-shirts benefitting

Senator Jesse Helms' 1984 re-election campaign.

According to Mr. Blair, his daughter Allison worked in the

Helms campaign and was paid by the Helms campaign. When RUFFPAC

was reaching (and apparently exceeding) its maximum legal

contribution for the Helms campaign, Neal Blair was allegedly

searching for additional methods to contribute to Helms and

decided RYFFPAC would make some T-shirts benefitting the Helms

campaign. An FTE employee designed the T-shirts and worked

directly with a company named Sale Blazers to produce the T-

shirts. The T-shirts have the words *Reagan HelmsO superimposed

on an outline of north Carolina, and state, 'Give 'em Helms on

November 610

Sale Blazers sent the T-shirts to FTE's offices with an

invoice. 7TH employees took out a few T-shirts for their own

use, then the rest apparently were sent to North Carolina. An

TH employee reportedly initially approved the invoice for

payment by FTE, then scratched out Free the Eagle and wrote in

RUVFFPAC. Mr. Blair reportedly said the invoice was good, but
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that RUFPAC should not pay it directly. Instead, Mr. Blair

reportedly ordered the invoice and a check be sent to "Students

for a Better America.0 RUFIPAC reported that disbursement as an

October 25, 1984, $2,915.60 contribution to "Students for a

Better America" at Neal Blair's Washington, D.C. address.

Although there is no organization known as "Students for a Better

America,* "Students for America Political Action Committee" ("SPA

PACO) of Raleigh, North Carolina, reported receiving the

contribution from RUFFPAC on October 29, 1984.

On November 1, 1984, two days after receiving RUFFPAC's

contribution, SFA PAC made a disbursement of exactly $200.00 less

(i.e. for $2,715.60) to Sale Blazers. The disbursement was

reported with a purpose listed as "TEE SHIRTS."

It appears that RUFFPAC's $2,915.60 payment to SFA PAC may

have been intended as in-kind contribution to Helms for Senate

Committee. The evidence indicates that Neal Blair sought to make

additional hidden contributions to the Helms Committee, that Neal

Blair's daughter was working for the Helms Committee, and that

the Helms T-shirts may have been provided to or distributed on

behalf of the Helms Committee. As mentioned earlier, RUFYPAC

apparently had already exceeded its legal contribution limitation

to the Helms Committee.

Neal Blair was President and Chief Executive Officer of

RNFFPAC. He apparently personally instigated RirFFPAC's in-kind

contribution to Helms for Senate Committee in the name of SFA

PAC. In his deposition, Mr. Blair stated he was aware of the

$5,000 per election limitation imposed by the Act on

contributions from political committees to candidates. As

Previously mentioned, the Commission has interpreted Section 441f
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to apply not only to persons who make contributions in the name

of another, but also to those who assist in the making of such

contributions. By apparently ordering RUFYPAC's payment to SPA

PAC for the Helms T-shirts, Neal Blair may have assisted in the

making of a contribution in the name of another. Accordingly,

there is reason to believe Neal Blair knowingly and willfully

violated 2 U.S.C. 5 441f.

C. Additional Violations Involving the Conduit Committees

In addition to the apparent contributions in the names of

other persons, discussed above, there may have been other

CN violations of the Act involving Mr. Blair and those conduit

comittees.

1. Contributions by FTE to FIFE-PAC in the Names of
Employees

Pursuant to 2 U.S.C. S 441a(a)(1)(A), no person who is not a

U) multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

5 441a(a) (2) (A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The tern

"multicandidate political committeel means a political committee

which, inter alia, has received contributions from more than 50

persons and has made contributions to at least five candidates

. for federal office. 2 U.S.C. S 441a(a)(4). Moreover, pursuant

to 2 U.S.C. S 441a(f), no political committee or officer or

employee of a political committee shall knowingly accept any

contribution or make any expenditure in violation of the
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limitations imposed on contributions and expenditures. Lastly,

pursuant to 2 U.S.C. S 441b(a), it is unlawful for any

corporation to make a contribution or expenditure in connection

with a federal election, and it is unlawful for any officer or

director of a corporation to consent to any such contribution or

expenditure by the corporation.

As listed in Chart 1, discussed above, RUFYPAC may have

given FIFE-PAC $5,000 so that FIFE-PAC would give $2,500 to both

the Helms and Armey campaigns. In order to make contributions of

that size, FIFE-PAC first needed to qualify as a multicandidate

committee. It appears, however, that FIFE-PAC's qualifying

contributions were from FTE employees who were reimbursed by FTE

for those contributions.

According to Charles Newton, on October 18, 1984, Neal Blair

asked Mr. Newton to contribute five dollars to FIFE-PAC and to

solicit five dollar contributions to FIFE-PAC from other

employees in the office, so that FIFE-PAC would have enough

contributors to make a $5,000 contribution rather than a $1,000

contr ibut ion.

Mr. Newton and his wife each contributed five dollars to

FIFE-PAC. Mr. Newton states that the next day, October 19, 1984,

pursuant to Mr. Blair's instructions, Mr. Newton went to

RUFFPAC's and FTE's offices in Centreville, Virginia, soliciting

a five dollar contribution to FIFE-PAC from each employee, and

informing each employee that he or she would be reimbursed for

the contribution. Mr. Newton further states that while he was at

the Centreville offices, Mr. Blair called to say that everybody



would be paid back out of petty cash. (The only organization

that maintained a petty cash fund in its offices was FTE, a

corporation.) According to Mr. Newton, Mark Stoddard, FTE's

Executive Vice President, then instructed Pam Ruff, Howard Ruff's

daughter who was at that time an FTE employee, to make sure that

everyone got reimbursed. Approximately 21 ?TE employees

contributed. Harold Goode, FTE's accountant at the time, recalls

writing a check to "cash" on FTE's account to reimburse the

employees.

According to Mr. Newton, he took the money and the list of

names to Mr. Blair's office in Washington, D.C. Mr. Blair then

called in Don Evans, Treasurer of FIFE-PAC. (Mr. Evans' office

was on the sane floor of the same building in which Neal Blair

had his office.) Mr. Newton states that, on Mr.- Blair's

instruction, Mr. Newton handed the cash, checks, and names to

Mr. Evans. Mr. Blair reportedly said that because FIF-PAC was

then a multicandidate committee, RUFFPAC would give it money to

contribute to a specific campaign.

Some time after soliciting the contributions, Mr. Newton was

again at the Centreville office on other business. At that time,

Mr. Newton talked to several people who stated that they had been

reimbursed.

It thus appears that MTE made a corporate contribution to

FIFE-PAC. That contribution was apparently made in the names of

FPT's employees.

Neal Blair was President and Chief Executive Officer, and a

director, of both RUFFPAC and FTM. Mr. Blair allegedly
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personally directed PM's reimbursements to its employees as well

as NFFPAC's disbursement to FI-PAC, discussed above. In his

deposition, Mr. Blair stated he was aware of the Act's

prohibition on contributions by corporations, and of the $5,000

per election limitation on contributions by multicandidate

committees to candidates. It appears that through a scheme set

in motion by Neal Blair, FTE, a corporation, contributed to FIFE-

PAC in the names of others.

For the reasons stated above, there is reason to believe

Neal Blair knowingly and willfully violated 2 U.S.C. 5S 441f and

441b(a).

2. Contributions to Helms through SPA PAC and SPA

In addition to the Helms T-shirts apparently paid for by

JPFFPAC through SPA PAC, RUPFPAC and FTE may have made additional

contributions to Helms for Senate Comittee in the form of

payments to SPA PAC and Students for America ('SPA'). Those

payments were allegedly to pay for Allison Blair's living

expenses while she worked for Helms for Senate Committee.

RUFFPAC reported contributing $750 to SPA PAC on

November 19, 1984. SPA PAC reported receiving that contribution

on November 28, 1984. RUFPAC's $750 check was reportedly

written at the personal instruction of Real Blair, who said it

was for Allison Blair's support while she was working on the

Helms campaign, meaning that it was for items such as Allison

Blair's food and lodging expenses.

In ME's lobbying report for the fourth quarter of 1984, FTE

disclosed that it too gave $750 to SFA. As with RUPPAC's check



0 0
-13-

discussed in the preceding paragraph, FMi's $750 check was

reportedly written at the personal instruction of Weal Blair who

said it was for Allison Blair's support while working on the

Helms campaign.

It thus appears that RUFFPAC gave SPA PAC $750 so that it

would, in turn, make an in-kind contribution to Helms for Senate

Committee in the form of Allison Blair's expenses. It similarly

appears that 7TE gave SPA $750 so that it too would make an in-

kind contribution to Helms for Senate Committee. Consequently,

it appears that RUFFPAC and FTE made a contribution in the name

of another. Furthermore, FTE is a corporation, and may have made

a corporate contribution to Helms for Senate Committee through

Allison Blair's expenses apparently paid for by SPA.

Neal Blair was an officer, director, or employee of RUIFPAC

and T!. He reportedly directed and consented to their apparent

contributions for his daughter's support on behalf of Helms for

Senate Comittee. Mr. Blair has stated that he was aware of the

Act's limitations on contributions by ulticandidate committees

and of the Act's prohibition on corporate contributions. It

appears that Mr. Blair assisted RUI"AC in the making of a

contribution in the name of SPA PAC, and consented-to a corporate

contribution by T .

In accordance with the foregoing, there is reason to believe

Weal Blair knowingly and willfully violated 2 U.S.C. S5 441f and

44lb (a).
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D. Corporate Contributions by M to Candidates

1. Cleaver Campaign

FTE allegedly made rent payments on an apartment used for

Eldridge Cleaver's 1984 congressional campaign in California.

In about March of 1984 Neal Blair reportedly made a trip to

California for a couple of weeks. Although a major purpose of

that trip was for Mr. Blair to do work on behalf of Cleaver for

Congress, FTE reportedly paid all expenses for the entire trip --

through reimbursements to Neal Blair and through payments for

charges put on FTE's credit card. While in California, Mr. Blair

apparently rented a Berkeley apartment in his own name for use as a

residence for the Cleaver campaign. Mr. Blair reportedly paid the

security deposit on the apartment himself, and was reimbursed with

a check drawn on FTE's account. (That check allegedly reimbursed

Blair for the security deposit as well as for other expenses he

incurred in California.) Thereafter, at Mr. Blair's instruction,

TH allegedly drew monthly checks from its account to the

apartment complex. FTE allegedly did so for approximately four

M) months -- roughly from April through July of 1984.

An ostensible reason FTE paid for the apartment was so Mr.

Blair would have a place to stay when in California on TS

business. Mr. Blair reportedly did stay in the apartment when he

was in California during that period. However, Mr. Blair

probably spent no more than about seven days in the Berkeley area

during the entire time Tt paid rent on the apartment, and it

appears that Cleaver campaign personnel used the apartment as a

residence.
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it thus appears that ITE made a corporate contribution to

Cleaver for Congress in the form of the security deposit and rent

on an apartment. Neal Blair, an officer and director of PM,

reportedly personally directed ITS's contribution activity on

behalf of Cleaver for Congress, as described above. mr. Blair

was aware of the Act's prohibition on contributions by

corporations.

Accordingly, on the basis of the information stated above,

there is reason to believe Neal Blair knowingly and willfully

violated 2 U.S.C. 5 441b(a).

2. Herschensohn Campaign

FTE allegedly paid for four staff people to work in

California on behalf of Herschensohn for U.S. Senate in

1986. The four included Real Blair, Allison Blair, and Dan

Flynn. FTE reportedly paid all salaries and expenses for the

four during a four-to-six week period, roughly in Nay and June,

1966.

It thus appears that TS made a corporate contribution to

Eerschensohn for U.S. Senate in the form of salaries and expenses

for four persons. Real Blair, an officer and director of TE,

reportedly personally instigated FTE's contribution activity on

behalf of Herschensohn for U.S. Senate, as described above. Mr.

Blair was aware of the Act's prohibition on contributions by

corporations. Accordingly, on the basis of the information

stated above, there is reason to believe Real Blair knowingly and

willfully violated 2 U.S.C. 5 441b(a).



FEDERAL ELECTION COMMISSION
WASHINGTON. OC 20463

July 12, 1939

CRfTIFIED MAIL
URN RECEIPT REQUESTED

Howard Segermark, Managing Director
Free the Eagle
25 E Street, N.W., Eighth Floor
Washington, D.C. 20001

RE: MUR 2191
Free the Eagle

Dear Mr. Segermark:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe Free the Eagle knowingly and
willfully violated 2 U.S.C. 5S 441f and 441b(a), provisions of
the Federal Election Campaign Act of 1971, as amended ('the
Act'). On that same date the Commission also found that there is
reason to believe Free the Eagle violated 2 U.S.C. 5 441b(a).
The Factual and Legal Analysis, which formed a basis for the
Commission's findings, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against Free the Eagle. You may submit
any factual or legal materials that you believe are relevant to
the Commission's consideration of this matter. Statements should
be submitted under oath. All responses to the enclosed Subpoena
to Produce Documents and Order to Submit Written Answers must be
submitted within 15 days of your receipt of this letter. Any
additional materials or statements you wish to submit should
accompany the response to the Subpoena and Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against Free
the Eagle, the Commission may find probable cause to believe that
a violation has occurred and proceed with conciliation.



foward Segermark
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the OfT'e of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

O Counsel ordinarily will not give extensions beyond 20 days.

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be

- made public.

For your information, we have attached a brief description
of the Comission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

4
rN Danny J1. McDonald

Cha i rian

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



BEFORHh FEDERAL ELECTION CO oS om

In the Matter of )
) 4UR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBIMIT -WRITTEN ASRS

TO: Free the Eagle
25 E Street, N.W., Eighth Floor
Washington, D.C. 20001

Pursuant to 2 U.S.C. S 437d(a) (1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

- 999 E Street, N.W., Washington, D.C. 20463, along with the requested

Ln documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this ay of

1989.

fa-nny 1 McDonald, Chairman
Federal Election Commission

ATTEST:

Sareo& w. Emmonsi
Secret ry to the Comission



INT RROGATORIES AND DOCUME REQUESTS

1. identify all of Free the Eagle's officers and directors

for all time periods from January 1, 1983 through the present.

2. Produce all of Free the Eagle's financial statements,

audits, budgets, budget projections, and management studies for

any period from January 1, 1983 through the present.

3. Produce all of Free the Eagle's cancelled checks and

check registers for the period of January 1, 1983 through the

present. State the purpose of each such check.

4. Produce all documents constituting, relating,

pertaining, or referring to John Houston's automobile and house

C-4 rental contracts.

5. Identify each person who made any rental payments for

C John Houston's house or automobile, and state the amount and date

of each such payment.

6. Produce all documents that in any way relate, pertain,~tf

or refer to a $750 donation from Free the Eagle to Students for

America during the fourth quarter of 1984.

C 7. Identify all of your employees or volunteers who worked

Von behalf of Herschensohn for U.S. Senate in 1986.

S. List all of your disbursements, including, but not

limited to, cash, credit, and checks to, or on behalf of, the

persons identified in your answer to Question 7 during the period

of April 1986 through June 1986.

9. Produce all documents constituting, relating,

pertaining, or referring to disbursements you made on behalf of

Eerschensohn for U.S. Senate.
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10. Separately for each calendar year from 1983 through the

present:

a. Identify each employee of 1) RUFF Political Action

Committee ("RUFFPACO), 2) Free the Eagle (FTE'), 3) American

Heritage Centre, Inc. (OAHC'), 4) RUFFPAC State, 5) Financial

Publishers of America ("FPAO), 6) Hillennial Star Foundation; 7)

Ruff Foundation, 8) Federation for American Afghan Action

(OFAAA), 9) American Afghan Education Fund ('AAEF'), 10)

American Angolan Affairs Council, 11) Mozambique Information

Office, 12) Mozambique Research Council, and 13) each related

organ izat ion.

b. State the total annual salary of each employee

identified in your answer to question l0.a.

c. State the number of hours each employee identified

in your answer to question lO.a. spent working on activities or

projects on behalf of or in the interests of each organization

listed in question l0.a.

d. State the amount each employee identified in your

answer to question l0.a. earned from each organization listed in

question 10.a.

e. State the total amount each organization listed in

question l0.a. was reimbursed by each other such organization for

compensation paid to employees, and state the amount and date of

each such reimbursement.

11. Separately for each calendar year from 1983 through the

present:



a. State the total amount each organization listed in

question 10.a. paid for rent.

b. State the name of each person to whom such

organization made rent payments, and the amount and date of each

such payment.

C. State the total amount each organization listed in

question 10.a. was reimbursed by each other such organization for

rent payments, and state the amount and date of each such

reimbursement.

12. Separately for each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for utilities.

b. State the names of each person to whom such

organization made utility payments and the amount and date of

each such payment.

C. State the total amount each organization listed in

question 10.a. vas reimubursed by each other such organization for

utility payments, and state the amount and date of each such

reimbursement.

13. Separately for-each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for insurance.

b. State the name of each person to whom such

organization made insurance payments and the amount and date of

each such payment.
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c. State the total amount each organization listed in

question 10.a. yas reimbursed by each other such organization for

insurance payments, and state the amount and date of each such

reimbursement.

14. Separately or each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for office expenses.

b. State the name of each person to whom such

organization made office expense payments and the amount and date

of each such payment.

C. State the total amount each organization listed in

question 10.a. was reimbursed by each other such organization for

office expense payments, and state the amount and date of each

such reimbursement.

15. Separately for each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for travel and entertainment.

b. State the name of each person to whom such

organization made travel and-entertainment payments and the

amount and date of each such payment.

ce State the total amount each organization listed in

question 10.a. was reimbursed by each other such organization for

travel and entertainment payments, and state the amount and date

of each such reimbursement.
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16.

present:

Separately for each calendar year from 1983 through the

a. State the total amount each organization listed in

question 10.a. paid for repairs and maintenance.

b. State the name of each person to whom such

organization made repairs and maintenance payments and the amount

and date of each such payment.

cO State the total amount each organization listed in

question 10.a. was reimbursed by each other such organization for

repairs and maintenance payments, and state the amount and date

of each such reimbursement.

17. Separately for each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for automobile expenses.

b. State the name of each person to whom such

organization made automobile payments and the amount and date of

each such payment.

C. State the total amount each organization listed in

question 10.a. vas reimbursed by each other such organization for

automobile payments, and state th. amount and date of each such

reimbursement.

18. Separately for each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 1O.a. paid for computer equipment.



b. State the name of each person to whom such

organization made computer equipment payments and the amount and

date of each such payment.

c. State the total amount each organization listed in

question 10-a. was reimbursed by each other such organization for

computer equipment payments, and state the amount and date of

each such reimbursement.

19. Separately for each calendar year from 1983 through the

present:

a. State the total amount each organization listed in

question 10.a. paid for purposes not classifiable in the

categories in questions 10 through 18.

b. State the purposes of the disbursements composing

each of the amounts listed in your answer to question 19.a.

ce State the total amount each organization listed in

question 10-a. was reimbursed by each other such organization for

purposes not classifiable in the categories in questions 10

through 18, and state the amount and date of each such

reimbursement.

20. Identify all documents evincing your answers to

questions 10 through 19. Identify alt persons having custody,

control, or access to such documents. State the location of such

documents.

21. Explain in detail the method used to ensure that

RVFrPAC paid its share of administrative expenses, so that it

would not receive in-kind contributions from other organizations*
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22. Produce all of Neal Blair's timesheets for the periods

of November 1984 through January 1985, and April through June

1988.

23. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information or assistance used in

responding to the question.
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FEDERAL ELECTION COSISS ION

FACTUAL AND LEGAL ANALYSIS

RWPONDZNT: Free the Eagle NUR: 2191

A. Background

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Free the Eagle (OFTE") is a registered lobbying organization

that is a corporation without capital stock. RUFF Political

Action Committee (IRUFFPAC*) is an unconnected political

committee. Both organizations apparently operate out of the same

offices and share the same personnel. In the minds of the

organizations' employees, there was evidently little difference

between the two organizations, and they were apparently not

treated as separate entities. (One striking example of this on

the Commission's own public record is a letter on PTE letterhead

written to the Reports Analysis Division by YUF PAC's treasurer

concerning RUFFPAC business. Even today, telephone calls to

RIJFFPAC are answered OFree the Eagle" by its receptionist.)

During all relevant time periods, Neal Blair has been a

director of FTS. Mr. Blair has also been -President of FT! at all

times except during the period of August 1987 through

approximately January 1988, when Howard Segermark was President

of the organization. Mr. Segermark is now apparently FTE's

Managing Director.
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B. Contributions to FIFE-PAC in the Names of FTE Employees

Pursuant to 2 U.S.C. S 441a(a) (1) (A), no person that is not

a multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

5 441a(a) (2) (A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The term

amulticandidate political committee' means a political committee

which, inter alia, has received contributions from more than 50

persons and has made contributions to at least five candidates

for federal office. 2 U.S.C. S 441a(a)(4). Moreover, pursuant

to 2 U.S.C. 5 441b(a), it is unlawful for any corporation to make

a contribution or expenditure in connection with a federal

election. No person shall make a contribution in the name of

another person. 2 U.S.C. 5 441f.

Financial Freedoms Political Action Committee (FIFE-PAC) is

an independent political committee allegedly connected with

Howard Segermark, the President of Industry Council for Tangible

Assets. In order to make contributions exceeding $1,000 per

election, FIFE-PAC first needed to qualify as a multicandidate

committee. It appears, however, that FIFE-PAC's qualifying

contributions were from FTE employees who were reimbursed by FTE

for those contributions.

According to Charles Newton, on October 18, 1984, Neal Blair

asked Mr. Newton to contribute five dollars to FIFE-PAC and to

solicit five dollar contributions to FIFE-PAC from other
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employees in the office, so that FIF-PAC would have enough

contributors to make a $5,000 contribution rather than a $1,000

contribution.

Mr. Newton and his wife each contributed five dollars to

FIFE-PAC. Mr. Newton states that the next day, October 19, 1984,

pursuant to Mr. Blair's instructions, Mr. Newton went to

RU FPAC's and FTE's offices in Centreville, Virginia, soliciting

a five dollar contribution to FIFE-PAC from each employee, and

informing each employee that he or she would be reimbursed for

the contribution. Mr. Newton further states that while he was at

the Centreville offices, Mr. Blair called to say that everybody

would be paid back out of petty cash. (The only organization

that maintained a petty cash fund in its offices was FTB, a

corporation.) According to Mr. Newton, Mark Stoddard, FTM's

Executive Vice President, then instructed Pam Ruff, Howard Ruff's

daughter who was at that time an FMB employee, to make sure that

everyone got reimbursed. Approximately 21 FTE employees

contributed. Harold Goode, FT's accountant at the time, recalls

writing a check to *cash' on FT's account to reimburse the

employees.

Mr. Newton says that some time after soliciting the

contributions, he was again at the Centreville office on other

business. At that time, Mr. Newton talked to several people who

stated that they had been reimbursed.

It thus appears that Th made a corporate contribution to

FIFE-PAC. That contribution was apparently made in the names of
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FTE's employees.

Neal Blair was President and Chief Executive Officer and a

director of FTE. Mr. Blair was aware of the Act's prohibition on

contributions by corporations. Accordingly, there is reason to

believe Free the Eagle knowingly and willfully violated 2 U.S.C.

S5 441f and 441b(a).

C. Contribution to Helms Campaign in the Name of SFA

FTE allegedly made a contribution to Helms for Senate

Committee in the form of a payment to Students for America

(*SFA") which was to pay for Allison Blair's living expenses

while she worked for Helms for Senate Committee.

C In FTE's lobbying report for the fourth quarter of 1984, PTE

-- disclosed giving $750 to SFA. FTE's $750 check was reportedly

written at the personal instruction of Neal Blair, who said it

was for Allison Blair's support while working on the Helms

campaign, meaning that it was for items such as Allison Blair's

*food and lodging expenses.

M) Apparently, Th gave SFA $750 so that it would make an in-

kind contribution to Helms for Senate Committee. It thus appears

that 7TE may have made a corporate contribution to Helms for

Senate Committee, through Allison Blair's expenses apparently

paid for by SFA.

Neal Blair was an officer and director of FTE. He was aware

of the Act's prohibition on corporate contributions. Accordingly,



there is reason to believe PE knowingly and willfully violated

2 U.S.C. S 441b(a).

D. Corporate Contributions to Cleaver Campaign

7TE allegedly made the rent payments on an apartment used

for Eldridge Cleaver's 1984 congressional campaign in California.

In about March of 1984, Neal Blair reportedly made a trip to

California for a couple of weeks. Although a major purpose of

that trip was for Mr. Blair to do work on behalf of Cleaver for

Congress, FTE reportedly paid all expenses for the entire trip --

through reimbursements to Neal Blair and through payments for

charges put on FTE's credit card. While in California, Mr. Blair

apparently rented a Berkeley apartment in his own name for use as

a residence for the Cleaver campaign. Mr. Blair reportedly paid

the security deposit on the apartment himself, and was reimbursed

with a check drawn on FT's account. (That check allegedly

reimbursed Blair for the security deposit as well as for other

expenses he incurred in California.) Thereafter, at Mr. Blair's

instruction, 7TS allegedly drew monthly checks from its account

to the apartment complex. TH allegedly did so for approximately

four months -- roughly from April through July of 1984.

An ostensible reason FTE paid for the apartment was so

Mr. Blair would have a place to stay when in California on TH

business. Mr. Blair reportedly did stay in the apartment when he

was in California during that period. However, Mr. Blair

probably spent no more than about seven days in the Berkeley area



during the entire time M paid rent on the apartment, and it

appears that Cleaver campaign personnel used the apartment as a

residence.

It thus appears that F7T made a corporate contribution to

Cleaver for Congress in the form of the security deposit and rent

on an apartment. Neal Blair, an officer and director of TE, was

aware of the Act's prohibition on contributions by corporations.

Accordingly, on the basis of the information stated above, there

is reason to believe FT knowingly and willfully violated 2 U.S.C.

S 441b(a).

E. Corporate Contributions to Herschensohn Campaign

M allegedly paid for four staff people to work in

California on behalf of Herschensohn for U.S. Senate in 1986.

The four included Neal Blair, Allison Blair, and Dan Flynn. Tt

reportedly paid all salaries and expenses for the four during a

four-to-six week period, roughly in Nay and June, 1986.

It thus appears that FM made a corporate contribution to

Herschensohn for U.S. Senate in the form of salaries and expenses

for four persons. Weal Blair, an officer and director of FT!,

was aware of the Act's prohibition on contributions by -

corporations. Accordingly, on the basis of the information

stated above, there is reason to believe FTE knowingly and

willfully violated 2 U.S.C. S 441b(a).
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F. Corporate Contributions to RUFFPAC

1. In-Kind Contributions

It appears that F"Y made numerous expenditures on behalf of

ROFFPAC for items such as rent, utilities, salaries, phones,

mailing costs, computers, office supplies, and the like.

a. Salaries. Many employees of RUFFPAC were allegedly

being paid with FTE funds for doing work on behalf of RUFFPAC and

other organizations. For example, Harold Goode estimates that

during 1984 he worked at least 46 percent of his time for

RUFFPAC, and about 25 percent of his time for FTE, 25 percent of

his time for American Heritage Centre, Inc. (OAHCO), and 4

percent of his time for five other organizations..!/ Goode's

income, however, is not at all reflective of those percentages.

During 1984 Goode received only $3,250 from RUFPAC, but $24,580
LO

from FTE, $1,250 from AHC, and about $3,000 from five other

NT organizations. Thus, although Goode apparently spent the largest

portion of his time working on RUFYPAC business, FTE paid the

lion's share of his salary.

Charles Newton had a similar experience. He estimates that

when he first started working for the organizations in June 1984,

he devoted about one-third of his time to RUFFPAC work, one-third

to T! work, and one-third to Financial Publishers of America

j/ Aside fro WTFPAC, FTE, and ABC, other related
organizations have included RUFFPAC State, Financial Publishers
of America, Millennial Star Foundation, Ruff Foundation,
Federation for American Afghan Action, American Afghan Education
Fund, American Angolan Affairs Council, Mozambique Information
Office, and Mozambique Research Council.
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(=FPA"). Near the 1984 elections, Newton spent about seven-

tenths of his time on RUFFPAC work, two-tenths of FTE work, and

one-tenth on FPA work. From about February 1985 until he was

laid off in March 1987, he spent about half his time for RUFYPAC

and half his time for FTE. Newton's salary, however, appears to

have borne little resemblance to this work pattern. During his

first three months with the organizations he was paid exclusively

by FPA. Thereafter, he was paid almost entirely by FTE,

receiving only occasional salary checks from RUFFPAC.

The individuals just mentioned are not the only employees

who were reportedly paid by FTE for work done on behalf

C of RUFFPAC. For example, an agenda prepared for FTE's July 17,

-- 1984, board of directors' meeting included a monthly payroll

analysis as of July 1, 1984. That analysis lists the persons on

FTN's payroll as of that date. All eleven employees listed

allegedly did at least some work for RrJFFPAC, but only four are

listed as receiving any income from RUFFPAC.2/

It does not appear that RUFFPAC generally paid FE for the

time its employees worked for RUFYPAC. Up to about 25 people at

a time allegedly worked for FT and related organizations, and

many of those people reportedly did some work for RUFYPAC, but

apparently RUFFPAC seldom paid for the services rendered.

In RUFFPAC's 1987 Mid-Year Report several disbursements to

FTE are reported with a purpose listed as "reimb. for salaries."
1

2/ RUFFPAC's reports reveal that a fifth PTE employee, Maria
dohilas (Neal Blair's secretary), also received small but regular
salary payments from RUFFPAC during the second half of 1984.



Those disbursements total about $59,000 for the six-month period.

According to William Jacobs, those disbursements represent

reimbursements for the 1987 period only. (No such reimbursements

on that scale are disclosed in any of RUFFPAC's previous reports,

though RUFFPAC did make substantial salary payments directly to

employees during 1985 and 1986.) Again, in its 1987 Year-End

Report, RUFFPAC disclosed semi-monthly disbursements to FTE for

Osalary reimbursement.' Those disbursements totaled over $72,000

for the six-month period. Consequently, it appears that in 1987

RUFFPAC paid FTE for at least some of the time its employees

spent on RUFFPAC business, but that RUFFPAC has not reimbursed

MTE at all for the value of employees' services allegedly

rendered in past years.2/

Despite RUMFPAC's apparent partial payments to FT for the

value of employees' salaries, RUFFPAC and FTE appear to have

violated the Act by arranging those corporate advances of salary

payments. Section 441b defines 'contribution or expenditure' to

include any direct or indirect advance, or any services, or

anything of value to any political organization. 2 U.S.C.

$ 441b(b) (2). The payment of compensation for the personal

services of any person for a political committee is a

contribution. 11 C.F.R. S 100.7(a) (3). The Commission's

Regulations do contain an exception permitting a corporation to

3/ In its 1988 Reports, RUFFPAC disclosed making no salary
reimbursement payments to FTE. Instead, RUFYPAC made *salary"
payments to only six persons during the course of the entire
year, including Allison Blair and $10,000 per month (gross) to
eal Blair.
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extend credit to a political committee *in the ordinary course of

the corporation's business,* 11 C.F.R. S 114.10(a), but that

exception does not appear to apply to this situation, as VM's

ordinary business is that of a corporation which attempts to

influence legislation.! / Accordingly, to the extent that RUFFPAC

may have reimbursed FE for the value of its employees' salaries,

those reimbursements did not negate what appears to have been the

making, and acceptance of, corporate contributions. Moreover, it

appears that RUFFPAC's payments to FTE fell far short of

constituting compensation for the full value of the services

rendered.

b. Administrative Expenses. FTE apparently paid for most

of RUTFFPAC's administrative expenses, such as rent and utilities.

FTE reportedly paid the expenses for RUFFPAC and other

organizations because i generally had more money than the other

organizations. Sporadic efforts were apparently made to

reimburse FM for rent it paid on behalf of RUFFPAC, but the

accuracy of those payments is questionable._/

RUFP AC and MTS financial statements for 1986, prepared by a

certified public accounting firm, also suggest that MTS made in-

kind contributions to RUIFPAC by subsidizing various kinds of

4/ Even a separate segregated fund must pre-pay for the
salaries of employees of its own connected organization. AO
1984-37, MUR 1586.

5/ A review of 1WFFPAC's 1984 reports reveals that RUFYPAC
disclosed making no disbursements to TS during that year. The
reports do disclose some "rent* payments to ABC, varying greatly
in timing and amount. It is not clear whether ABC subsequently
paid MTS with the funds it received from RUFFPAC.
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administrative expenses. The Financial Statements reveal that

RIFTPAC had not fully paid tE for rent, and therefore, as of

December 31, 1986, RUFPAC owed tZ $15,652. RUF FAC's reports

fail to disclose reimbursement to FTE for the $15,652 due.

Rather, RUFFPAC paid M only $4,034.40 for '1986 rent

reimbursement* on January 14, 1987. Furthermore, RUFFPAC did not

pay any other amount for rent during the entire first six months

of 1987. In his deposition, William Jacobs was unable to explain

why RUFFPAC reimbursed FTE an amount less than the full $15,652

due for rent.

In attempting to justify RUFFPAC's payments of

administrative expenses, William Jacobs maintained in his

deposition that JFFPAC reimbursed FTE for administrative

expenses in the same manner it reimbursed FTE for salaries. Such

an arrangement, however, would not be satisfactory because any

apportionment of costs should have been applied on a basis that

reflected actual usage. Uven if a uniform payment method based

on salary were appropriate, as mentioned above, TH apparently

subsidized RUFFPAC's salary expenses. oreover, the Financial

Statements reveal that administrative expenses were not in fact

apportioned in the the same manner as salaries. For example,

according to the 1986 Financial Statements, RUFFPAC's rent

expenses were $41,951, while FT's rent expenses were $46,101 --

approximately equal. In contrast, the Financial Statements

reveal that in 1986 RUFFPAC's salary expenses were $211,316,
P

while FT's salary expenses were $459,564 -- more than a two-fold

difference.
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As Chart 1. illustrates, according to their own financial

statements, in 1986 there were wild fluctuations between the

portions RUPFPAC and M paid for various operating expenses.

When confronted with these figures Mr. Jacobs was unable to

explain the disparity between the nearly equal rent expenses and

the divergent other expenses. The disparity calls into question

Mr. Jacobs' assertion that the expenses for the organizations

were all determined on the same basis, and suggests that FTE's

bookkeeping method may have allowed it to make substantial

corporate in-kind contributions in the form of operating

expend itures.

Expense
Category FTE

Rent $ 46,101

Salaries 459,564

Utilities 48,699

Insurance 9,369

Office Expenses 45,833

Travel and
Entertainment 50,537

Repairs 15,246

Automobile
Expenses 16,851

FTE's and RUFYPAC's

RUFFPAC

$ 41,951

211,316

8,594

1,613

30,005

15,682

944

5,262

Chart 1.
1986 Operating

RUFYPAC'S Expense
As Percent of Total

47.60

31.61

15.0%

14.71

39.6%

23.7%

5.8%

23.8%

Expenses by Category

Additionally, in his deposition William Jacobs testified

that RUFYPAC uses FTE's computer equipment, but that RUFFPAC does
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not pay TH for the use of that equipment. It thus appears that

Tt may make corporate in-kind contributions to RUFYPAC through

the use of computer equipment.

Finally, in its 1987 Year-End Report, RUFFPAC disclosed

making payments to PTE for "printing" and 'legal fees' apparently

advanced by ITE on RUFFPAC's behalf, and in its 1987 Mid-Year

Report, RUFFPAC disclosed making similar payments to PFE for

"reimbursement for utilities' and "reimb. for insurance.'

Through most of 1988, RUFFPAC continued to make payments to FTE

for various administrative expenses, though in only one instance

is the disbursement explicitly identified as being a

'Reimbursement.'

c. John Houston's Perquisites. Former RUFFPAC Executive

Director John Houston, in addition to his $63,000 per year

salary, reportedly received two main perquisites: the leasing of

a car for his use, and the rent on a townhouse he shared with

another RWFFPAC employee. FTE (not RUFFPAC) was the signor on

the leases for the car and house. Mr. Houston reports he did the

majority of his work for RUFFPAC, not FTE.

Pursuant to 2 U.S.C. S 431(9)(A) (ii), the term 'ezpenditure'

includes 'a written contract, promise, or agreement to make an

expenditure.' Thus, by being the signor on the house and car

contracts, FTE appears to have made illegal corporate

expenditures in the form of responsibility for the perquisites of

a RUFFPAC employee.
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d. Sumary. The available evidence suggests that MYt may

have subsidized RU1FPAC with thousands of dollars worth of in-

kind contributions in the forms of salaries, rent, and many other

operating expenses. There was apparently widespread use of

corporate funds for a political committee deeply involved in the

federal electoral process.

In accordance with the evidence, it appears that FTE made

corporate contributions or expenditures in connection with

federal elections. Therefore# there is reason to believe FTE

violated 2 U.S.C. S 441b(a).

2. Contribution in the Name of Another

In December 1984, RIFFPAC was reportedly down to its last

few dollars. At that time, a vendor, Acuity Graphics, Inc.,

which had printed a mailing for RUFFPAC, refused to turn over the

mailing until RUFFPAC paid a $754 bill. Because RUFFPAC had no

money to pay the bill, William Jacobs wrote Acuity Graphics a

$754 check on his personal account as an in-kind contribution to

RUrFPAC. RFFPAC reimbursed Mr. Jacobs in January 1985.

Mr. Jacobs denies receiving a payment from anyone for his

contribution on behalf of RUFPAC, but Harold Goode tells a

different story. Mr. Goode states that although UNFFPAC was out

of money, both TS and ABC had money. Mr. Goode states that

Mr. Jacobs wrote his check only after he received a check for

around $700 payable to him from another organization, probably

Tt. Mr. Goode says he witnessed the transaction: Marilyn Price

wrote a check to Mr. Jacobs, Mr. Jacobs put that check in his
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billfold, and only then did Mr. Jacobs write the check from his

personal account.

In his deposition, William Jacobs stated he was aware that a

federal political committee cannot accept corporate

contributions. Mr. Jacobs was an officer of both M and

RUFVPAC. In accordance with the foregoing discussion, it appears

that FTE may have made a corporate contribution to RUFFPAC.

Accordingly, there is reason to believe FTE knowingly and

willfully violated 2 U.S.C. 5 441b(a).

In addition, it appears that FTE made the corporate

contribution to RUFFPAC in the name of William Jacobs.

C Accordingly, there is reason to believe FT! knowingly and

-- willfully violated 2 U.S.C. S 441f.



FEDERAL ELECTION COMMISSION
WASHINCTON. 0 C O46J

July 12, 1989

CERTIFIED MAIL
UTORN RECEIPT RQUESTED

Dr. Fred Balitzer, Treasurer
Herschensohn for U.S. Senate
3622 Nutmeg Street
Irvine, California 92714

RE: MUR 2191
Herschensohn for U.S.
Senate and Dr. Fred
Balitzer, as treasurer

Dear Dr. Balitzer:

On June 20 , 1989, the Federal Election Commission found
that there is reason to believe Herschensohn for U.S. Senate
(0tho Committee') and you, as treasurer, violated 2 U.S.C.
5 441a(f), a provision of the Federal Election Campaign Act of
1971, as amended ('the Act'). The Factual and Legal Analysis,
which formed a basis for the Commission's finding, is attached
for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter.
Statements should be submitted under oath. All responses to the
enclosed Order to Submit Written Answers must be submitted within
15 days of your receipt of this letter. Any additional materials
or statements you wish to submit should accompany the response to
the Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your response to the Order. -If you
intend to be represented by counsel, please advise the Commission
by completing the enclosed form stating the name, address, and
telephone number of such counsel, and authorizing such counsel to
receive any notifications or other communications from the
Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Comittee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.



Dr. Fred Balitzer
Page 2

If you are interested in pursuing pro-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
5 111.18(d). Upon receipt of the request, the OfT e of the
General Counsel will make recomendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4) (B) and 437g(a) (12) (A), unless you notify
the Commission in writing that you wish the investigation to be

-- made public.

For your information, we have attached a brief description
- of the Comission's procedures for handling possible violations

of the Act. If you have any questions, please contact Robert
- ) Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

i/A L ' ;/

Danny . cDonald
Chairman

Enclosures
Factual and Legal Analysis
Order to Submit Written Answers
Designation of Counsel Form
Procedures
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BEFORE THE FEDERAL ELECTION COMGISSION

In the Matter of )
) t4UR 2191

ORDER TO SUBMIT WRITTEN ANSWERS

TO: Dr. Fred Balitzer, Treasurer
Herschensohn for U.S. Senate
3622 Nutmeg Street
Irvine, California 92714

Pursuant to 2 U.S.C. S 437d(a)(1), and in furtherance of its

investigation in the above-captioned matter, the Federal Election

Commission hereby orders you to submit written answers to the

questions attached to this Order.

Such answers must be submitted under oath and must be

forwarded to the Office of the General Counsel, Federal Election

Comission, 999 E Street, N.W., Washington, D.C. 20463, within 15

days of your receipt of this Order.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this J , day

of 1989.

4annyA . cDonal' Cairuan
Federal Election Commission

ATTEST:

Naroril. Emons
Secret to the Comissionr



INTERROGATORIES

1. Icentify all persons in any way related to or

affiliated with RUFF Political Action Committee, Free the Eagle,

or Heal Blair who performed any work on your behalf in 1986.

2. State the dates such persons performed work on your

behalf.

3. Describe the work such persons performed on your

behalf.

4. Describe the compensation and other payments such

persons received during the periods they performed work on your

behalf.

5. Identify all sources of such compensation and other

V- payments.

6. Separately with regard to each question above, identify

the natural person answering the question and identify each

person who provided any information used in answering the

question.



FEDERAL ELECTION COIUISSION

rACTUAL AND LEGAL ANALYSIS

RESPONDENS: Herschensohn for U.S. Senate and MUR: 2191
Dr. Fred Balitzer, as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Pursuant to 2 U.S.C. S 441a(a) (1) (A), no person who is not a

multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

S 441a(a) (2)(A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The term

Nmulticandidate political comittee" means a political committee

which, inter alia, has received contributions from more than 50

persons and has made contributions to at least five candidates

for federal office. 2 U.S.C. S 441a(a)(4). Pursuant to 2 U.S.C.

S 441a(f), no political committee or officer or employee of a

political committee shall knowingly accept any contribution or

make any expenditure in violation of the limitations imposed on

contributions and expenditures. All committees established,

financed, maintained, or controlled by the same person or group

of persons are affiliated. 11 C.F.R. S 100.5(g)(2).

Liberation Political Action Committee (Liberation PACO)

reported contributing $3,500 to Berschensohn for U.S. Senate

(1Uerschensohn Committee') on Nay 23, 1986. Liberation PAC, -

however, is not a multicandidate political committeel hence that
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contribution was excessive. Moreover, because Liberation PAC

appears to be affiliated with RU?? Political Action Committee

('*Ru AC), the entire amount of the contribution was Improper.

Throughout its entire history (from 1985 through the

present), Liberation PAC reported receiving contributions from

only one source (RUIPAC), and reported making contributions to

only two candidates (including Herschensohn). Accordingly,

Liberation PAC is not a multicandidate political committee and is

subject to the $1,000 per election contribution limitation of

2 U.S.C. S 441a(a)(1)(A). Liberation PAC's $3,500 contribution

to Herschensohn for U.S. Senate was, therefore, apparently

excessive, and the Herschensohn Committee may have knowingly

accepted the excessive contribution.

After the Commission's Reports Analysis Division informed

Liberation PAC of its apparent excessive contribution to the

Berschensohn Committee, Liberation PAC mailed a November 1986

letter to the Eerschensohn Committee explaining that it was not a

multicandidate committee and requesting a refund of the

contribution. Neither the Herschensohn Committee nor Liberation

PAC reports that any of the contribution was refunded, though the

Herschensohn Committee's reports indicate it had sufficient cash

on hand to make the refund.

Based on the Commission's investigation in this matter, it

appears that Liberation PAC and RU FPAC are affiliated political

committees. For purposes of the contribution limitations,



contributions by affiliated committees are considered to be made

by a single political committee. 11 C.F.R. 5 110.3(a)(l)(i).

Prior to the time Liberation PAC contributed to the Herschensohn

Committee, RUFFPAC had already made its maximum legal

contribution to the Herschensohn Committee. Accordingly, based

on information now available, the entire amount of Liberation

PAC's contribution was improper, and none of it should have been

accepted. In 1986, however, the Herschensohn Committee should

have returned at least $2,500 of the contribution from Liberation

PAC because it was not qualified as a multicandidate political

comm I ttee.

For the reasons stated above, there is reason to believe

Herschensohn for U.S. Senate and Dr. Fred Balitzer, as treasurer,

violated 2 U.S.C. S 441a(f).

AD 0 .



FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

July 12, 1989

CERTIFIED MAIL
T JtI WIPT REQUESTED

Jan W. Baran, Esquire
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
RUFF Political Action

Committee and its
treasurer

William T. Jacobs
American Heritage Centre,

Inc.

Dear Mr. Baran:

On June 30, 1986, the Federal Election Commission found
reason to believe RUFF Political Action Committee (IRUFFPAC') and
William T. Jacobs, as treasurer, violated 2 U.S.C. 55 441b(a),
441f, and 434(b), provisions of the Federal Election Campaign Act
of 1971, as amended (*the Act'). Also on June 30, 1986, the
Comisson found reason to believe American Heritage Centre, Inc.
violated 2 U.S.C. 55 441b(a) and 441f. On October 17, 1986, the
Commission found reason to believe William T. Jacobs violated
2 U.S.C. S 441f.

On June 20 , 1989, the Federal Election Commission found
that there is reason to believe RUFFPAC and its treasurer
violated 2 U.S.C. 55 433(c), 434(b), 441b(a), and 432(c)(5) and
i C.F.R. 5 102.5(a). On that date the Comission also found
reason to believe MJFFPAC knowingly and willfully violated
2 U.S.C. 55 441b(a), 441f, 434(b), and 441a(a)(2)(A). Moreover,
on that date the Commission found reason to believe William T.
Jacobs knowingly and willfully violated 2 U.S.C. 55 441b(a),
441f, 434(b), and 441a(a)(2)(A). In addition, on that date the
Commission found reason to believe American Heritage Centre, Inc.
knowingly and willfully violated 2 U.S.C. 55 44lb(a) and 441f.
The Factual and Legal Analysis, which formed a basis for the
Commission's findings, is attached for your information. a

Under the Act, you have an opportunity to demonstrate that
no action should be taken against your clients. You may submit
any factual or legal materials that you believe are relevant to
the Commission's consideration of this matter. Statements should
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be submitted under oath. All responses to the enclosed Subpoenas
to Produce Documents and Orders to Submit Written Answers must be
submitted within 15 days after your receipt of this letter. Any
additional materials or statements you wish to submit should
accompany the responses to the Subpoenas and Orders.

In the absence of any additional information which
demonstrates that no further action should be taken against your
clients, the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Offi-e of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12) (A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoenas and Orders



BEFORE THE FEDERAL ELECTION COAS ION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: RUFF Political Action Committee and its treasurer

Pursuant to 2 U.S.C. 5 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

-- to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this day of

1989.

/1 /
anny. McDonal , Chairman

Federl Election Commission

ATTEST:

Miarjorie Emmons
Secretar Jo the Commission



INTERROGATORIES AND DOCUMENT REQUESTS

1. Identify all of your trustees, officers, and directors

for all time periods from January 1, 1983 through the present.

2. Produce your Charter, Bylaws, and Articles of

Incorporation. -

3. Produce all of your financial statements, audits,

budgets, budget projections, and management studies for any

period from January 1, 1983 through the present.

4. You reported making a $2,915.60 disbursement on

October 25, 1984, to *Students for a Better America.'

a. State in detail the purpose of that disbursement.

b. Produce all documents that in any way relate,

pertain, or refer to that disbursement or the purpose of that

disbursement.

5. You reported making disbursements to Students for

America Political Action Committee on May 16, 1986, June 6, 1986,

and June 10, 1986.

a. State in detail the purposes of those

disbursements.

b. Produce all documents that in any way relate,

pertain, or refer to those disbursements or the purposes of those

disbursements.

6. Separately with regard to each of the following

disbursements you reported --

1. College Republican National Committee
(November 15, 1984)

2. College Republican National Fund (October 17,
1984)

3. Black PAC (October 30, 1984)

4. CPAC (February 3, 1983):

b. - -. *....-....--
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a. State the full name, address, and name of the

treasurer of the recipient committee.

b. Produce your cancelled checks constituting the

disbursements.

7. State in detail the purpose of each of the following

disbursements:

a. $3,000 from RUFFPAC to National Pro-Life PAC on

April 26, 1984;

b. $5,000 from RUFFPAC to Gun Owners of America

Campaign Committee on October 16, 1984;

c. $5,000 from MJFFPAC to Financial Freedoms

Political Action Comittee (FIFE-PAC) on October 23, 1984;

d. $750 from RUFYPAC to Students for America or

Students for America Political Action Committee on November 19,

1984.

e. $1,100 from RWFFPAC to Liberation Political Action

Committee on December 5, 1985;

f. $3,900 from RMPFPAC to Liberation Political Action

Committee on May 23, 1986;

g. $1,920 from RFFPAC to Save Social Security

Political Action Committee on October 7, 1986;

h. $80 from RUFFPAC to Save Social Security Political

Action Committee on October 20, 19861 and

i. $3,000 from MIFYPAC to Concerned Americans PAC on

October 22, 1986.
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8. Produce all documents that in any way relater pertain,

or refer to the disbursements listed in question 7.

9. Explain in detail the method used to ensure that you

paid your share of administrative expenses, so that you would not

receive in-kind contributions from other organizations.

10. Identify all persons who have served as your treasurer

since March of 1989, and state the time periods during vhich each

such person served as treasurer.

11. Explain in detail all circumstances by which Charles

NO Brooks may have ceased being your treasurer.

12. Separately with regard to each question above, identify

- the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



EFOR 9 THE FEDERAL ELECTION COM419 ION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITT ANSWERS

TO: American Heritage Centre, Inc.

Pursuant to 2 U.S.C. 5 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

-- to the Office of the General Counsel, Federal Election Comission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and
LO

Subpoena.

WHEREFORE, the Chairman of the Federal Election Comission has

hereunto set his hand in Washington, D.C. on this Za day of

1989.

Danny!L. McDonald, Chairman
Federal Election Commission

ATTEST:

24~
Mar jor IV. Emmons
Secret jto the Comission
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IUTERROGATORIS AND DOCUMT REQUESTS

1. Produce all checks drawn on your accounts to William

Jacobs from November 1984 through January 1985.

2. Produce all of your financial statements, audits,

budgets projections, and management studies for any period from

January 1, 1983 through the present.

3. Identify all of your officers and directors for all

time periods from your inception through the present.

4. Separately with regard to each question above, identify

the natural person responding to the questions and identify each

person who provided any information used in responding to the

question.
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FEDERAL ELECTION COIm1SSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: RUFF Political Action Committee MUR: 2191
and its treasurer

American Heritage Centre, Inc.
William T. Jacobs

I. PRO3RAL acKG D

On June 30, 1986, the Commission found reason to believe

RF Political Action Committee (ORUFFPAC") and William T. Jacobs,

as treasurer, violated 2 U.S.C. SS 441b(a), 441f, and 434(b) in

connection with a $2,950 loan David L. O'Mara made to RUFFPAC, for

which he was reimbursed by American Heritage Centre, Inc.

('ABC"). On June 30, 1986, the Commission also found reason to

believe that ABC violated 2 U.S.C. 55 441b(a) and 441f.

On October 17, 1986, the Commission declined to enter into

pre-probable cause conciliation with RUFFPAC and William T.

Jacobs, as treasurer, and found reason to believe William T.

Jacobs violated 2 U.S.C. S 441f by making a $3,225 loan to

RD M AC and receiving money from ABC in connection with the loan.

On January 6, 1987, the Commission voted to postpone conciliation

with the respondents until additional facts were available.

Harold Goode was RUFrPAC's treasurer from April 24, 1984

through March 1, 1985. Following Goode's tenure, William Jacobs

served as treasurer of RUFFPAC. In a Statement of Organization

filed January 19, 1988, RUFFPAC replaced William T. Jacobs with

Charles Brooks, as treasurer. With a letter filed on March 6,

1989, Charles Brooks withdrew as treasurer. RUFFPAC has filed no

Statement of Organization or other document naming a new

treasurer. Accordingly, the Commission will make findings

. .. .- 'L -- , - . -. . _.. . ." U*Nr
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against RtIFPAC "and its treasurer," but knowing and willful

findings against ROYPPAC will also run against William Jacobs for

alleged violations committed during his tenure as treasurer.

Neal Blair .has been an officer and director of RUFFPAC and

ABC.

II. ANMYSIS

A. Additional Evidence Concerning Previous RTB Findings

David O'Nara, William Jacobs, Neal Blair, and Charles Newton

have all admitted that they loaned money to RUFFPAC with proceeds

of monies they received from ABC. RUFFPAC eventually paid back

the loans to each of the four men, and they, in turn, repaid ABC.

The timing of the repayments varied substantially -- from 34 days

after the date of the original ABC payment in the case of David

O'Nara, to nearly eight months after the original AHC payment in

the case of William Jacobs.

Specifically, the facts underlying the violations are as

follows: On September 24, 1985, O'Mara, Jacobs, and Blair

received $3,000, $3,500, and $4,000 respectively from ABC, and

with that money they loaned slightly lower amounts ($2,950,

$3,225, and $3,925) to RUFYPAC. Subsequently, on October 29,

1985, the transaction was reversed with respect to O'Wara, with

NiFFPAC repaying O'Mara $2,950, and O'Mara repaying ABC $3,000.

The transactions were similarly reversed with respect to Blair on

Nay 7, 1986, and Jacobs on Nay 20, 1986.

ABC and RUFFPAC then utilized the same scheme again, using

Charles Newton as a conduit. Specifically, on February 11, 1986,
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ABC loaned $775 to Newton, and with that money Newton loaned $759

to R MAC. The process was reversed on April 11, 1986, with

RUFP&C repaying Newton and Newton repaying ARC.

RUFFPAC reported the transactions only as loans from O'Mara.

Jacobs, Blair, and Newton. RJFYPAC never reported ABC as the

source of the funds.

William Jacobs states he was personally aware of the

transactions involving all four individuals. According to

Jacobs, it was Blair's idea to have employees make loans to

RUFFPAC with proceeds of loans from ABC, and at Blair's

direction, Jacobs initiated the transactions. During the time

period in which the transactions took place, Neal Blair was one

of two officers and one of four directors of ABC. He was also

President and Chief Executive Officer of RUFFPAC.

Both Jacobs and Blair appear to have known that the

transactions were not legal. According to Mr. Jacobs himself, he

was aware that federal political committees are prohibited from

accepting corporate contributions. Mr. Blair reportedly directed

that ARC's loans to individuals were to be different in amount

than the individuals' loans to RUFFPACP because if they were both

for the same amount it would have appeared that ABC's loans were

"earmarked" (Blair's term), and he did not want them to so

appear. Mr. Jacobs, toot was apparently aware of a need to

disguise the transactions. Although he denies it, Mr. Jacobs

allegedly said 'it shouldn't be too obvious what's happening,*
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when explaining to Mr. O'Mara the reason for the $50 discrepancy

between ABC's check to him and his check to RUFFPAC.

The conduits from ARC to RUFFPAC viewed the exchanges of

checks as a single transaction. Jacobs himself categorized them

straightforwardly as donations to RUFFPAC with proceeds of loans

from ABC.

As previously mentioned, the Commission has already found

reason to believe that RUFFPAC and William Jacobs, as treasurer,

violated 2 U.S.C. 55 441b(a), 441f, and 434(b), and that AHC

IN violated 2 U.S.C. 55 44lb(a) and 441f in connection with these

CN activities. In accordance with the discussion above, the

Commission now finds reason to believe that RUFFPAC and William

Jacobs, who was RUFFPAC's treasurer when the transactions took

place, knowingly and willfully violated 2 U.S.C. 55 441b(a),

441f, and 434(b), and that ARC knowingly and willfully violated

2 U.S.C. 9S 441b(a) and 441f.

c B. Contributions by RUFFPAC in the Names of Other
Political Committees

1. Cash Contributions

It appears that RUPYPAC on numerous occasions made excessive

contributions to candidate committees to which RUFPAC had

already contributed the maximum amount allowed under the Act.

Allegedly RUFFPAC effected such contributions by contributing to

other political committees that, in turn, contributed similar

amounts to the candidate committees. A careful review of reports

on file with the Commission confirms these contribution patterns.
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Several provisions of the Act are apparently implicated. To

wit, no person shall make a contribution in the name of another

person. 2 U.S.C. 5 441f. No multicandidate political committee

shall make contributions to any candidate and his authorized

committees which, in the aggregate, exceed $5,000 per election.

2 a.S.C. 5 441a(a)(2)(A). Reports filed by political committees

shall disclose, inter alia, all contributions to other political

committees; the name and address of each political committee

which received a contribution from the reporting committee,

together with the date and amount of each such contribution; and

the name and address of each person who received any other

disbursement aggregating in excess of $200, together with the

date, amount, and purpose of each such disbursement. 2 U.S.C.

S 434(b).

As Chart 1. illustrates, on numerous occasions from 1984

through 1986, RUFFPAC developed a pattern of making contributions

to political committees that, within two days, contributed the

identical amount or an amount slightly lower to candidate

comittees to which NIJFPAC had already contributed approximately

its maximum legal -limit.

The names of the committees through which RUFFPAC may have

made its excessive contributions are as follows: National Pro-

Life PAC, Gun Owners of America Campaign Committee, Save Social

Security Political Action Committee, Concerned Americans PAC,

Financial Freedoms Political Action Committee (FIFI-PAC), and
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Liberation Political Action Committee ("Liberation PAC'). It

appears that RUFIPAC may have given these committees money so

they would, in turn, give similar amounts to candidate

committees. Thus, RUFYPAC may have made contributions in the

names of the committees mentioned above.

As a multicandidate political committee, RUFFPAC could

legally contribute only $5,000 per election to committees

authorized by candidates. Through RUFFPAC's direct

contributions, and its apparent contributions in the names of

other political committees, RUFFPAC may have made over $20,000 in

excessive contributions to at least seven federal candidates.

RUFYPAC failed to report that the purpose of its

contributions to the committees mentioned above was actually, it

appears, to contribute to candidate committees. RMFFPAC also

failed to report the complete dates and amounts of its apparent

contributions to those candidate committees.

Real Blair was President and Chief Executive Officer of

RI'FFPAC. Mr. Blair stated he was aware of the $5,000 per

election limitation imposed by the Act on contributions from

political committees to candidates.

With regard to the 1984 election cycle contributions

involving National Pro-Life PAC, Gun Owners of America Campaign

Comittee, and FIFI-PAC, there is reason to believe RUFFPAC

knowingly and willfully violated 2 U.S.C. SS 441f, 441a(a) (2) (A),

and 434(b). With regard to the 1986 cycle transactions involving
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Liberation Political Action Committee, Save Social Security

Political Action Committes, and Concerned Americans PAC, there is

reason to believe RUFYPAC and William Jacobs, who was RUFFPAC's

treasurer when the transactions took place, knowingly and

willfully violated 2 U.S.C. ss 441f, 441a(a) (2) (A), and 434(b).

2. Helms T-Shirts

RUFFPAC appears to have violated the Act by making payment

through another political committee for T-shirts benefitting

Senator Jesse Helms' 1984 re-election campaign.

According to Mr. Blair, his daughter Allison worked in the

Helms campaign and was paid by the Helms campaign. When RUFFPAC

was reaching (and apparently exceeding) its maximum legal

contribution for the Helms campaign, Neal Blair was allegedly

searching for additional methods to contribute to Helms and

decided RUFFPAC would make some T-shirts benefitting the Helms

campaign. A Free the Eagle ("7TH') employee designed the T-

shirts and worked directly with a company named Sale Blazers to

produce the T-Shirts. The T-shirts have the words "Reagan Helms"

superimposed on an outline of Worth Carolina, and state, 'Give

'en Helms on November 610

Sale Blazers sent the T-shirts to FTE's offices with an

invoice. FTE employees took out a few T-shirts for their own

use, then the rest apparently were sent to North Carolina. An

FTM employee, Patty Shea, reportedly initially approved the

invoice for payment by FME, then scratched out Free the Eagle and
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wrote in RUPPAC. Mr. Blair reportedly said the invoice was

good, but that MPffPAC should not pay it directly. Instead,

Mr. Blair reportedly ordered the invoice and a check be sent to

UStudents for a Better America." RUPPPAC reported that

disbursement as an October 25, 1984, $2,915.60 contribution to

*Students for a Better America" at Neal Blair's Washington# D.C.

address. Although there is no organization known as "Students

for a Better America,' "Students for America Political Action

Committee' ('SPA PAC*) of Raleigh, North Carolina, reported

receiving the contribution from RUFYPAC on October 29, 1984.

On November 1, 1984, two days after receiving RUPPPAC's

contribution, SPA PAC made a disbursement of exactly $200.00 less

(i.e. for $2,715.60) to Sale Blazers. The disbursement was

reported with a purpose listed as *TEE SHIRTS."

It appears that RUPPPAC's $2,915.60 payment to SPA PAC may

have been intended as an in-kind contribution to Helms for Senate

Committee. The evidence indicates that Weal Blair sought to make

additional hidden contributions to the Helms Committee, that Weal

Blair's daughter was working for the Helms Committee, and that

the Helms T-shirts may have been provided to or distributed on

behalf of the Helms Committee. As mentioned earlier, RUFFPAC

apparently had already exceeded its legal contribution limitation

to the Helms Committee. Moreover, RUPFPAC apparently failed to

disclose the true purpose of the disbursement, failed properly to

report SPA PAC's name, and failed to report SPA PAC's address.

Accordingly, there is reason to believe RUPYPAC knowingly and

willfully violated 2 U.S.C. SS 441f, 441a(a)(2)(A), and 434(b).
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C. Additional Violations Involving the Conduit Committees

In addition to the apparent contributions in the names of

other persons, discussed above, there may have been other

violations of the Act involving RUFFPAC and those conduit

committees.

1. Liberation PAC

All committees established, financed, maintained, or

controlled by the same person or group of persons are affiliated.

11 C.F.R. S 100.5(g) (2).

Neal Blair allegedly established Liberation PAC personally

as an account that William Jacobs initially did not have access

to. Weal Blair reportedly wanted to have a PAC that Howard Ruff

would not-know about. Liberation PAC's only contributions are

from IUFFPAC. Liberation PAC's address is on the same floor of

the sane building in which Weal Blair had his Washington, D.C.

office. Liberation PAC's two treasurers -- first Russell

Mathews, then Daniel Flynn -- both appear frequently in RUPFPAC's

reports as recipients of disbursements for *salary* or Opayroll.9

Liberation PAC's custodian of records is Maria Cohilas Ross, an

FT employee and Neal Blair's secretary. The evidence thus

suggests that RUFFPAC and Liberation PAC are affiliated

committees pursuant to the Commission's Regulations, though

neither committee reports the other as an affiliated committee.

Each committee must file a Statement of Organization within

ten days after becoming a political committee. 2 U.S.C.

5 433(a). The Statement of Organization of a political committee

*....
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must include, among other things, the name and address of the

treasurer of the comittee, and the name, address, relationship,

and type of any affiliated committee. 2 U.S.C. S 433(b) (4) and

(2). Any change in information previously submitted in a

Statement of Organization must be reported no later than ten days

after the date of the change. 2 U.S.C. S 433(c).

In accordance with the foregoing, there is reason to believe

RUFFPAC and its treasurer violated 2 U.S.C. 5 433(c) by failing

to amend its Statement of Organization to identify Liberation PAC

as an affiliated committee.

2. SPA PAC

In addition to the Helms T-shirts apparently paid for by

RVFPPAC through SPA PAC, RUPPPAC allegedly made contributions to

Helms for Senate Comittee in the form of payments to SPA PAC

which were to pay for Allison Blair's living expenses while she

worked for Helms for Senate Committee.

JPFPPAC reported contributing $750 to SPA &/ on

November 19, 1984. SPA PAC reported receiving that contribution

on November 28, 1984. RUFFPAC's $750 check was reportedly

written at the personal instruction of Neal Blair, who said it

was for Allison Blair's support while she was working on the

Helms campaign, meaning that it was for items such as Allison

Blair's food and lodging expenses.

1/ RUPC reported the recipient committee as being Students
Tor America (0SFA) rather than SPA PAC.
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As mentioned above, IJFFPAC had apparently already exceeded

its $5,000 per election contribution limit to Helms for Senate

Committee. It appears that RUIPPAC gave SPA PAC $750 so that it

would, in turn, make an in-kind contribution to Helms for Senate

Committee in the form of Allison Blair's expenses, thus further

exceeding RJFFPAC's contribution limit.

RUFTPAC apparently failed to report that the purpose of its

disbursement to SFA PAC was, in fact, a contribution to Helms for

Senate Committee, and RUFFPAC failed to report the true dates and

amounts of its contributions to Helms for Senate Committee.

In accordance with the foregoing, there is reason to believe

RUTFPAC knowingly and willfully violated 2 U.S.C. SS 441f,

441a(a)(2)(A), and 434(b).

D. Corporate Contributions by FTE to RUFVPAC

It is unlawful for any corporation to make a contribution or

expenditure in connection with a federal election, or for any

political comittee or other person knowingly to accept or

receive any corporate contribution or expenditure, or for any

officer or director of a corporation to consent to any such

contribution or expenditure by the corporation. 2 U.S.C.

5 441b(a). Reports filed by a political committee shall

disclose, inter alia, the identification of each person who makes

a contribution to the committee in an amount in excess of $200,

together with the date and amount of such contribution.

2 U.S.C. 5 434(b) (3) (A).
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1. In-Kind Contributions

It appears that FTI made numerous expenditures on behalf of

RFFPAC for items such as rent, utilities, salaries, phones,

mailing costs, computers, office supplies, and the like.

a. Salaries. Many employees of RUFFPAC were allegedly

being paid with FTE funds for doing work on behalf of RUFFPAC and

other organizations. For example, Harold Goode estimates that

during 1984 he worked at least 46 percent of his time for

RUFFPAC, and about 25 percent of his time for FTE, 25 percent of

his time for ABC, and 4 percent of his time for five other

organizations.2/ Goode's income, however, is not at all

-- reflective of those percentages. During 1984 Goode received only

-- $3,250 from RUFFPAC, but $24,580 from FTE, $1,250 from ABC, and -

about $3,000 from five other organizations. Thus, although Goode
tr)

apparently spent the largest portion of his time working on

RUFFPAC business, F paid the lion's share of his salary.

Charles Newton had a similar experience. He estimates that

when he first started working for the organizations in June 1984,

he devoted about one-third of his time to RWFFPAC work, one-third

to FT work, and one-third to Financial Publishers of America

('FPAO). Near the 1984 elections, Newton spent about seven-

21 Aside from RNFFPAC, FTB, and ABC, other related organizations
Save included RUFFPAC State, Financial Publishers of America
(FPW), Millennial Star Foundation, luff Foundation, Federation
for American Afghan Action, American Afghan Education Fund,
American Angolan Affairs Council, Mozambique Information Office,
and Mozambique Research Council.
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tenths of his time on RFFPAC work, two-tenths on M work, and

one-tenth on FPA work. From about February 1985 until he was

laid off in March 1987, he spent about half his time for RUrFPAC

and half his time for M '. Newton's salary, however, appears to

have borne little resemblance to this work pattern. During his

first three months with the organizations he was paid exclusively

by FPA. Thereafter, he was paid almost entirely by MTE,

receiving only occasional salary checks from RUFFPAC. 3 /

The individuals just mentioned are not the only employees

who were reportedly paid by FTE for work done on behalf

of RUFYPAC. For example, an agenda prepared for FTZ's July 17,

1984, board of directors' meeting included a monthly payroll

analysis as of July 1, 1984. That analysis lists thepersons on

FT's payroll as of that date. All eleven employees listed

allegedly did at least some work for RUFFPAC, but only four are

listed as receiving any income from RNlFPAC_4/

It does not appear that RUFFPAC generally paid FT for the

time its employees worked for RUFrPAC. Up to about 25 people at

a time allegedly worked for FTZ and related organizations, and

3/ .The Comission notes, however, that in January 1985 RUFPAC
disbursed over $4,000 to FPA with a purpose reported as
*payroll.* It is not clear whether that disbursement represents
a reimbursement for Mr. Newton's salary. Nevertheless, as
explained infra, a political committee must pay a corporation up
front for payroll of corporate employees who will work on behalf
of the political committee.

4/ RUFFPC' s reports reveal that a fifth FTE employee, Maria
Cohilas (Neal Blair's secretary), also received small but regular
salary payments from RUFYPAC during the second half of 1984.



many of those people reportedly did some work for RUIFFPAC, but

apparently RUrFPAC seldom paid for the services rendered.

In MJIPPAC's 1987 Kid-Year Report several disbursements to

T! are reported with a purpose listed as *reimb. for salaries.*

Those disbursements total about $59,000 for the six-month period.

According to William Jacobs, those disbursements represent

reimbursements for the 1987 period only. (No such reimbursements

on that scale are disclosed in any of RUFFPAC's previous reports,

though RUFFPAC did make substantial salary payments directly to

employees during 1985 and 1986.) Again, in its 1987 Year-End

Report, RUFFPAC disclosed semi-monthly disbursements to FTE for

*salary reimbursement.' Those disbursements totaled over $72,000

for the six-month period. Consequently, it appears that in 1987

RUFYPAC paid FTE for at least some of the time its employees

spent on 1JFFPAC business, but that RUFFPAC has not reimbursed

IT! at all for the value of employees' services allegedly

rendered in past years.5 /

Despite MJFFPAC's apparent partial payments to rIT for the

value of employees' salaries, RUFFPAC and T! appear to have

violated the Act by arranging those corporate advances of salary

payments. Section 441b defines *contribution or expenditure' to

include any direct or indirect advance, or any services, or

anything of value to any political organization. 2 U.S.C.

5 441b(b)(2). The payment of compensation for the personal

5/ In its 1988 Reports, RUITPAC disclosed making no salary
reimbursement payments to FTE. Instead, RUFIPAC made *salary"
payments to only six persons during the course of the entire

al, inluding Allison Blair and $10,000 per month (gross) toBlair.

N..-. _. ..! - - . V__ --- __ .. - - . _. - . . . . - .. - I I . 1h .. VA
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services of any person for a political committee is a

contribution. 11 C.F.R. 5 100.7(a)(3). The Commission's

Regulations do contain an exception permitting a corporation to

extend credit to a political committee "in the ordinary course of

the corporation's business,' 11 C.F.R. S 114.10(a), but that

exception does not appear to apply to this situation, as FTE's

ordinary business is that of a corporation which attempts to

influence legislation./ Accordingly, to the extent that RUFFPAC

may have reimbursed FTE for the value of its employees' salaries,

those reimbursements did not negate what appears to have been the

making, and acceptance of, corporate contributions. Moreover, it

appears that RUFFPAC's payments to FTE fell far short of

constituting compensation for the full value of the services

rendered.

b. AdninLstrativo.oEpenses. FTU apparently paid for most

of RUFFPAC's administrative expenses, such as rent and utilities.

FT reportedly paid the expenses for RUFFPAC and other

organizations because TE generally had more money than the other

organizations. Sporadic efforts were apparently made to

'6/-Even a separate segregated fund must pre-pay for the salaries
of employees of its own connected organization. AO 1984-37, MUR
1586.

IL . . _. - I - . I..-.I - "."s . _ . .* ... . . k . ..
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reimburse FTB for rent it paid on behalf of RUFFPAC, but the

accuracy of those payments is questionable.!/

RUFFPAC and FTh financial statements for 1986, prepared by a

certified public accounting firm, also suggest that FTE made in-

kind contributions to RUFFPAC by subsidizing various kinds of

administrative expenses. The Financial Statements reveal that

RUFFPAC had not fully paid FTE for rent, and therefore, as of

December 31, 1986, RUFFPAC owed FTE $15,652. RUFFPAC's reports

fail to disclose reimbursement to FTE for the $15,652 due.

Rather, RUFFPAC paid TE only $4,034.40 for "1986 rent

reimbursement' on January 14, 1987. Furthermore, RUFFPAC did not

pay any other amount for rent during the entire first six months

of 1987. In his deposition, William Jacobs was unable to explain

why RUFFPAC reimbursed FTh an amount less than the full $15,652

due for rent.

In attempting to justify RUFFPAC's payments of

administrative expenses, William Jacobs maintained in his

deposition that RUFFPAC reimbursed Th for administrative

expenses in the same manner it reimbursed PTh for salaries. Such

an arrangement, however, would not be satisfactory because any

apportionment of costs should have been applied on a basis that

7_ -A review of RUFFPAC's 1984 reports reveals that RUFFPAC
disclosed making no disbursements to FTE during that year. The
reports do disclose some *rent* payments to ABC, varying greatly
in timing and amount. It is not clear whether ARC subsequently
paid Th with the funds it received from RUFFPAC.
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reflected actual usage. Even if a uniform payment method based

on salary were appropriate, as mentioned above, FTE apparently

subsidized RUVFPAC's salary expenses. Moreover, the Financial

Statements reveal that administrative expenses were not in fact

apportioned in the the same manner as salaries. For example,

according to the 1986 Financial Statements, RUFFPAC's rent

expenses were $41,951, while FTE's rent expenses were $46,101 --

approximately equal. In contrast, the Financial Statements

reveal that in 1986 RUFFPAC's salary expenses were $2-1,316,

while FTE's salary expenses were $459,564 -- more than a two-fold

difference.

As Chart 2. illustrates, according to their own financial

statements, in 1986 there were wild fluctuations between the

portions RUFFPAC and FTh paid for various operating expenses.

When confronted with these figures Mr. Jacobs was unable to

explain the disparity between the nearly equal rent expenses and

the divergent other expenses. The disparity calls into question

Mr. Jacobs' assertion that the expenses for the organizations

were all determined on the same basis, and suggests that

RU FPAC's bookkeeping method may have allowed it to accept

substantial corporate in-kind contributions in the form of

operating expenditures.
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Expense
Category FTE

Rent $ 46,101

Salaries 459,564

Utilities 48,699

Insurance 9,369

Office Expenses 45,833

Travel and
Entertainment 50,537

Repairs 15,246

Automobile
Expenses 16,851

FT E's and RUFFPAC's

RUFFPAC

$ 41,951

211,316

8,594

1,613

30,005

15,682

944

5,262

Chart 2.
1986 Operating

RUFFPAC'S Expense
As Percent of Total

47.6%

31.6%

15.0%

14.7%

39.6%

23.7%
5.8%

23.8%

Expenses by Category

Moreover, the Financial Statements reveal that RyFFIAC and

R FIPAC State-/ each paid FYr $2,000 for use of a single

automobile. All available evidence indicates that employees

performed on.y a small fraction of their duties for RJFPAC

State, and that the vast majority of their duties were for

RUFFPAC and FTE. If as a consequence, the automobile was used

more for RMFFPAC business than for RUFFPAC State business,

NJFFPAC State, as well as FTE, may have subsidized RUFFPAC's use

of an automobile. As discussed in greater detail infra at

8/ RUFFPAC State is not a federal political committee. Its
primary purpose is to serve as a repository for corporate
donations received by RIFFPAC.

L
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Section 11.9., these automobile payments suggest that RUFFPAC may

have violated 11 C.F.R. S 102.5(a) as well as 2 U.S.C. S 441b(a).

Additionally, in his deposition William Jacobs testified

that RUFFPAC uses FTE's computer equipment, but that RUFFPAC does

not pay 7TE for the use of that equipment. It thus appears that

PTE may make corporate in-kind contributions to RUFFPAC through

the use of computer equipment.

Finally, in its 1987 Year-End Report, RUFFPAC disclosed

making payments to TH for "printing" and 'legal fees" apparently

advanced by TH on RUFFPAC's behalf, and in its 1987 Mid-Year

Report, RUFFPAC disclosed making similar payments to PTE for

Wreimbursement for utilities* and 'reimb. for insurance."

Through most of 1988, RUFFPAC continued to make payments to FTE

for various administrative expenses, though in only one instance

is the disbursement explicitly identified as being a

'hiimburseent.'

c. John Houston's Perquisites. Former RD MPAC Executive

Director John Houston, in addition to his $63,000 per year

salary, reportedly received two main perquisites: the leasing of

a car for his use, and the rent on a townhouse he shared with

another MJFFPAC employee. fTM (not RUFYPAC) was allegedly the

signor on the leases for the car and house. Mr. Houston reports

however, that he did the majority of his work for RUFFPAC, not

Ts.

Pursuant to 2 U.S.C. S 431(9) (A) (ii), the term 'expenditure'

includes 'a written contract, promise, or agreement to sake an
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expenditure.* Thus, because T! was the signor on the house and

car contracts, RUTFPAC appears to have knowingly accepted illegal

corporate contributions in the form of responsibility for the

perquisites of a RUFFPAC employee.

d. Summary. The available evidence suggests that PTE, and

perhaps other organizations, may have subsidized RUFIPAC with

thousands of dollars worth of in-kind contributions in the forms

of salaries, rent, and many other operating expenses. There was

apparently widespread use of corporate funds for a political

committee deeply involved in the federal electoral process.

In accordance with the evidence, it appears that RUFIPAC

knowingly accepted or received corporate contributions but failed

to disclose them on its reports to the Commission. Therefore,

there is reason to believe RUFPAC and its treasurer violated

2 U.S.C. SS 434(b) and 441b(a) and 11 C.F.R. 5 102.5(a).

2. Contribution in the Name of Another

In December 1984, RJFFPAC was reportedly down to its last

few dollars. At that time, a vendor, Acuity Graphics, Inc.,

which had printed a mailing for RUFFPAC, refused to turn over the

mailing until RUIFFPAC paid a $754 bill. Because RUFFPAC had no

money to-pay the bill, William Jacobs wrote Acuity Graphics a

$754 check on his personal account as an in-kind contribution to

RUFFPAC. RUFYPAC reimbursed Mr. Jacobs in January 1985.

Mr. Jacobs denies receiving a payment from anyone for his

contribution on behalf of RUFYPAC, but Harold Goode tells a

different story. Mr. Goode states that although RUFPAC was out

• , .: .- .. ,, ,, - -.
. . . . . , . . . . . . I * * ! ..- - 'rt'6!0 - _ '- - _ _
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of money, both T! and ABC had money. Mr. Goode states that

Mr. Jacobs wrote his check only after he received a check for

around $700 payable to him from another organization, probably

IFTE. Mr. Goode says he witnessed the transaction: Marilyn Price

wrote a check to Mr. Jacobs, Mr. Jacobs put that check in his

billfold, and only then did Mr. Jacobs write the check from his

personal account.

In his deposition, William Jacobs stated he was aware that a

federal political committee cannot accept corporate

contributions. Mr. Jacobs was an officer of both FTE and

RUTFPAC. In accordance with the foregoing discussion, it appears

that PTE may have made a corporate contribution to RUFFPAC# and

that RUFFPAC may have knowingly accepted that contribution, and

that William Jacobs may have consented to that contribution on

behalf of FTE and that he may have knowingly accepted that

contribution on behalf of RUFFPAC. Accordingly, there is reason

to believe R!JVFPAC and William Jacobs knowingly and willfully

violated 2 U.S.C. 5 441b(a).

In addition, it appears that William Jacobs knowingly

permitted his name to be used to effect the corporate

contribution-by MTo, that RUIFFPAC knowingly accepted or received

the corporate contribution from VT! in the name of William

Jacobs, and that RUFFPAC failed to report receipt of the

contribution from FTE. Accordingly, there is reason to believe

William Jacobs knowingly and willfully violated 2 U.s.C. 5 441f.
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There is also reason to believe RUFFPAC knowingly and willfully

violated 2 U.S.C. SS 441f and 434(b).

. Corporate Contributions by RUFYPAC State

Each political committee that finances political activity in

connection with both federal and non-federal elections shall

either establish separate federal and non-federal accounts, or

receive only contributions subject to the prohibitions and

limitations of the Act regardless of whether such contributions

are for use in connection with federal or non-federal elections.

11 C.F.R. S 102.5(a)(1). The available evidence suggests that

RUFFPAC chose the former option. RUFFPAC State is a separate

qaccount, and its primary purpose is to serve as a repository for

-- corporate donations received by RUFYPAC. Accordingly, all

disbursements, contributions, expenditures, and transfers in

connection with federal elections must be made from the federal

account, i.e. RUFFPAC, not RUFFPAC State. See 11 C.F.R.

5 102.5(a) (1) i).

C' As mentioned above, in December 1984 RUFFPAC was nearly out

of money. Because of RIFFPAC's financial situation, RUFFPAC

State, W3FFPAC's depository for corporate donations, reportedly

paid Real Blair's-salary in December 1984. Specifically, with

EJVFPAC State checks numbered 166 and 196, dated December 1,

1984, and December 28, 1984, respectively, RUFFPAC State

apparently paid Heal Blair's salary on behalf of RUFYPAC. Both

checks were for $1,563.14, representing $2,000 gross salary per

check minus federal and state income taxes withheld.

~-.----*-~ -r - I
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It seems clear that RUFYPAC State was paying Blair on behalf

of RUFYPAC, and not for Blair's services rendered to RUFFPAC

State. It appears that Blair and other employees spent no more

than a tiny fraction of their time on RUFFPAC State activities,

and in apparent recognition of this, Blair's salary was always

paid by RUFFPAC. Thus, no known pattern of Blair's activities

appears to account for these payments, and RUFFPAC State may

therefore have made in-kind contributions to RUFFPAC by using its

corporate donations to pay Neal Blair's salary on behalf of

RUFFPAC. Moreover, it appears that RUFFPAC knowingly accepted or

CN received those corporate funds and failed to disclose them on its

'<7 reports to the Commission.

In accordance with the foregoing, there is reason to believe

RUIFPAC knowingly and willfully violated 2 U.SC. S 441b(a) and

434(b). In addition, there is reason to believe RUFYPAC and its

treasurer violated 11 C.F.R. S 102.5(a).

F. IrFFPAC Recordkeeping Violations

Pursuant to 2 U.S.C. 5 432(c)(5), the treasurer of a

political committee shall keep an account of the name and address

of every person to whom any disbursement is made, and the date,

amount, and purpose of the disbursement, and the name of the

candidate, if any, for whom the disbursement is made, including a

receipt, invoice or cancelled check for each disbursement in

excess of $200.

There was apparently no list kept of the purposes of

RJFFPAC's disbursements. Neal Blair reportedly sometimes ordered

disbursements made but failed to provide documentation, such as a
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receipt or invoice, to support the payments. Typically those

disbursements were made directly to Neal Blair or to Mr. Blair's

personal credit card company. When asked for the purposes of

specific disbursements, Blair reportedly frequently said it was

none of the questioner's business, or that it was for *office

supplies" or a "travel expense." Without documentation to prove

otherwise, that was the purpose listed on RUFPAC's disclosure

reports. In addition, many disbursements listed on RUFFPAC's

reports under broad categories such as 'travel expenses," were

allegedly actually for the benefit of specific candidates.

When Harold Goode's employment was terminated in March of

1985, he wrote a letter to Howard Ruff explaining that there were

some illegal transactions. Mr. Ruff asked for an audit.

Thereafter, in June or July of 1985, Ra Broaddus, an FTE

employee, reviewed the records. He then prepared an internal

audit report. The audit was for the period 1980 through 1984,

and was for both MTE and EJFFPAC. Mr. Broaddus could not

ascertain the purposes of PTE's and RUIFPC's disbursements on

behalf of Neal Blair totaling $202,875.12 during the audit

period.

After receiving the Sroaddus audit, Howard Ruff reportedly

asked geal Blair to account for the funds. Mr. Blair then

explained, paid back, or provided receipts for a portion of the

disbursements in question. More significantly, in November 1985,

Neal Blair prepared a written statement under oath asserting that

$164,272 of the unexplained amount was for business expenses, but

TI -IL



he provided no additional documents to substantiate that

statement. William Jacobs states that since that time, Mr. Blair

has accounted for all but *around $20,0000 of the $164,272 in

question.

Even after Mr. Blair's explanations and sworn statement,

4r. Broaddus in November of 1985 identified $14,263 that could

not under any circumstances be justified as business related.

foward Ruff reportedly then gave that $14,263 to Neal Blair as a

Obonus' in 1985.

The Broaddus audit was limited in scope: it addressed only

transactions involving Real Blair personally, and did not

investigate any disbursements involving other persons. The audit

-- was internal and informal. Ra Broaddus's notes to the audit

-- report highlight its limitations:

1. These figures and totals are far short of a
Ln complete audit. They are a summary-of obviously

questionable transactions based on an audit of
imcomlete records. There is no way to tell the
degree to which the records are incomplete. The
records have been kept in such a anner that
prevents completion of an accurate audit, and
leaves a much larger burden of proof on
management. Many checks and source documents are
missing. Accordingly, the figures and totals in
this report should be understood to be the minimum
amounts within their respective categories.
[Emphasis in original.] . .

2. Column 9 [Apparent Business Expenses] is a
column that would never appear on an independent
audit. It shows the size of the problem the
companies have with disbursements which cannot be
traced to approved invoices or check requests.

3. Included . . . are checks written to travel
agencies for expenses either associated with
N.[eal]B.[lairl or for which no explanation could
be found. Omitted from this report are all checks
written to travel agencies for expenses associated
with other employees.
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4. Despite the large dollar value of travel
expense disbursements, there is no explanation
linking any travel expense with cost center. So
not only is your accounting system unable to tell
you all the costs of a given project, but you
cannot even verify that your travel expenses were
for business purposes. I have, perhaps
incorrectly, assumed that all travel was business
travel. An independent auditor would correctly
note that there is no way to tell. . ..

6. The audit discloses that a large number of
checks, some of which are listed in this report,
were made out to 'cash'. . ..

7. * Many disbursements that the auditor
has included . . . as business expenses, are not

properly approved or explained on the source
documents and would not survive an IRS audit as
business expenses.

8. The real result of the audit is the finding
that the books and records, such as they are,
cannot be audited. Not enough meaningful
information is available ..

9. In summary, there is only one underlying
problem turned up by this audit: Management's
failure to manage funds. That problem is
manifested by inadequate record-keeping and an
absence of internal controls.

The Comission has analyzed the audit, and has isolated the

unexplained disbursements involving RUFFPAC only. ROWFPAC's

total disbursements for which Ra Broaddus could not identify a

purpose are the minimum amounts categorized below by year. The

'explanation' generally listed for these disbursements was 'none'

or 'reimb.'

1984 $6,368.15

1983 2,132.96

1982 3,130.12

1981 5,098,;59

1980 -0-

TOTAL $16,729.82

* 2



-28-

tegardless of the dollar amounts involved, it does not

appear that RUFFPAC kept an account of the purposes of

disbursements. It also appears that RUFITAC did not keep an

account of the names and addresses of all persons to whom

disbursements were made, the dates and amounts of disbursements,

the candidates for whom disbursements were made, and receipts,

invoices, or cancelled checks for disbursements in excess of

$200. Accordingly, there is reason to believe RUFFPAC and its

treasurer violated 2 U.S.C. S 432(c)(5).

G. RUFFPAC Reporting Violations

%10 1. Statement of Organization

As previously mentioned, the Statement of Organization of a

-- political committee must include the name and address of the

committee's treasurer. 2 U.S.C. 5 433(b)(4). Any change in

information previously submitted in a Statement of Organization

must be reported no later than ten days after the date of the

4I change. 2 U.S.C. S 433(c). Every political comittee must have

a treasurer. 2 U.S.C. 5 432(a).

In a letter filed on March 6, 1989, RUFFPAC's last treasurer

of record, Charles Brooks, informed the Commission that he would

no longer be treasurer of RUFFPAC and that he would no longer be

affiliated with it in any way. RUFPAC has still not filed a

* Statement of Organization informing the Commission of the name

and address of the new treasurer. Accordingly, there is reason

to believe RUFIPAC and its treasurer violated 2 U.S.C.

r, -P -. " wt
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S 433 (c).

2. Itemized Disbursements

Bach report of receipts and disbursements filed by a

political committee shall disclose, inter alia, the total amount

of disbursements in the following categories: expenditures made

to meet operating expenses, contributions made to other political

committees, and independent expenditures. 2 U.S.C.

S 434(b)(4)(A), (H)(i), and (f)(iii). Political committees must

also report the name and address of each: person to whom an

operating expenditure in excess of $200 is made, together with

the date, amount, and purpose of such operating expenditure;

political committee which has received a contribution from the

reporting committee, together with the date and amount of any

such contribution; and person who receives any disbursement in

excess of $200 in connection with an independent expenditure,
U)

together with the date, amount, and purpose of any such

independent expenditure. 2 U.S.C. S 434(b)(5)(A), (B)(i), and

(9)(iii). In addition, all political committees must disclose

the *identification* of each political committee which makes a

contribution to the reporting comittee. 2 U.S.C.

S 434(b)(3)(8); ldentification' means, among other things, the

name and address of a person. 2 U.S.C. S 431(13).

Scrutiny of RUFYPAC's reports reveals that during the 1983-

84 election cycle RUFFPAC reported making various contributions

to other political committees, though no such committees were

registered with the Commission. Moreover, RUWFPAC reported

- - .- - -. - .. -.. ... - 'T -A
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making other contributions to political committees though no

committees registered under such names reported receiving 
any

contribution from RUFFPAC. Chart 3. summarizes some of these

reported contributions by RUTFPAC. In each instance, RUFFPAC

reported the disbursement on line 21 (contributions to other

political committees) with a purpose listed simply as

*contribution." In some cases RUFFPAC disclosed no address

whatsoever for the recipient of its disbursement.



Date

11/15/84

10/17/84

10/30/84

2/3/83

Amount

$800

$1,500

$500

$250

-31-

Reported Name
of Donee
Committee

*College Republican
"at'l Com."

"College Republican
Nat'l Fund'

"Black PAC"

wCPAC'

Status

No such committee
registered. No
committee with a
similar name
reports a receipt
from RUFFPAC.

No such committee
registered. No
committee with a
similar name
reports a receipt
from RUFFPAC.

Committees exist
with this or
similar names,
but none reports
a receipt from
RUFFPAC.

No such political
committee
registered. No
political
committee whatso-
ever registered at
reported address.

Chart 3.

Some of MFPAC's Improperly Reported
"Contributions to Other Political Committees'

In light of these facts, it appears that RUMFPAC may have

failed properly to state the name and address of a recipient

political committee, may have miscategorized a disbursement, may

have failed to report the purpose and the name and address of a

recipient of a disbursement over $200, or may have committed some

other reporting Violation. Accordingly, there is reason to believe

WrFYPAC and its treasurer violated 2 U.S.C. 5 434(b).



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 2W*3

July 12, 1989

ChRTFIZD MAIL
Umn IMCEIPT REQUESTED

Howard Segermark
RUFYPAC State
501 Capitol Court, N.E., Suite 100
Washington, D.C. 20002

RE: MUR 2191
RUFFPAC State and its
treasurer

Dear Mr. Segermark:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe RUFFPAC State and its treasurer
violated 2 U.S.C. S 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"), and 11 C.F.R.

-- S 102.5(a), a Regulation promulgated pursuant to the Act. On
that sase date the Commission also found that there is reason to

-- believe RUFFPAC State and its treasurer knowingly and willfully
violated 2 U.S.C. S 441b(a). The Factual and Legal Analysis,
which formed a basis for the Commission's findings, is attached

Lf) for your information.

Under the Act, you have an opportunity to demonstrate that
"Tno action should be taken against RWFFPAC State and its

treasurer. You may submit any factual or legal materials that
- you believe are relevant to the Commission's consideration of

this matter. Statements should be submitted under oath. All
tresponses to the enclosed Subpoena to Produce Documents and Order

to Submit Written Answers must be submitted within 15 days of
your receipt of this letter. Any additional materials or
statements you wish to submit should accompany the response to
the Subpoena and Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If RUFPAC State and its treasurer intend to be
represented by counsel, please advise the Commission by
completing the enclosed form stating the name, address, and.
telephone number of such counsel, and authorizing such counsel to
receive any notifications or other communications from the
Commission .

In the absence of any additional information which
demonstrates that no further action should be taken against



'Uowird Segermark
Page 2

RVFFPAC State and its treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
5 111.18(d). Upon receipt of the request, the Of?ce of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

Requests for extensions of time will not be routinely
_- granted. Requests must be made in writing at least five days

prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

This matter will remain confidential in accordance with
-- 2 U.S.C. 55 437g(a) (4) (B) and 437g(a)(12)(A), unless you notify
__ the Commission in writing that you wish the investigation to be

made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny . McDonald
Cha irman

Enclosures
Subpoena and Order
Factual and Legal Analysis
Designation of Counsel Form
Procedures



BEFORE THE FEDERAL ELECTION COIMISSION

In the Matter of
) !UR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORD R TO SU4rT WRTTEN ANSWERS

TO: RUFFPAC State and its
treasurer

501 Capitol Court, N.E., Suite 100
Washington, D.C. 20002

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this /2 day of

a &,L , 1989.

lanny * cDonald, Cairman1dr Election Comission

ATTEST:

Mar jor -e W. Emuons
Secretavy to the Commission



INTZROGATORIES AND DOCUMENT REQUESTS

1. identify your treasurer.

2. Identify all of your officers and directors for all

time periods from January 1, 1983, through the present.

3. Produce all documents concerning your establishment,

organization, and governance, without regard to the date of such

documents.

4. Produce all documents you filed with governmental

regulatory authorities from January 1, 1983 through the present.

5. Produce all of your financial statements, audits,

budgets, budget projections, and management studies for any

period for January 1, 1983, through the present.

6. Produce all documents concerning your financial

activity for the period of November 1984 through January 1985,

including, but not limited to, cancelled checks, confirmations of

transfers, withdrawal slips, receipts of transactions with

financial institutions, bank statements, and check registers.

7. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COMMISS ION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: RUFFPAC State and its treasurer KUR: 2191

A. Background

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

RUFFPAC State is not a federal political committee. Its

primary purpose is apparently to serve as a repository for

corporate donations received by RUFF Political Action Committee

('RUFFPACN).

At the time of his deposition, William Jacobs, then

treasurer of RUrFPAC, was treasurer of RUFFPAC State. Since that

deposition, RUFPAC replaced Mr. Jacobs with Charles Brooks as

treasurer. Mr. Brooks subsequently withdrew as treasurer of

RUIFFPAC. The Comission has no direct evidence concerning the

identity of RUFFPAC State's current treasurer.

It is unlawful for any corporation to make a contribution or

expenditure in connection with a federal election, or for any

political committee or other person knowingly to accept or

receive any corporate contribution or expenditure. 2 U.S.C.

5 441b(a). Each political committee that finances political

activity in connection with both federal and non-federal

elections shall either: a) establish separate federal and non-

federal accounts, or b) receive only contributions subject to the

prohibitions and limitations of the Act regardless of whether

A - -w-i - -#-
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such contributions are for use in connection with federal or non-

federal elections. 11 C.F.R. 5 102.5(a)(1). The available

evidence suggests that RUFFPAC chose the former option. RUFFPAC

State is a separate account, and as previously mentioned, its

primary purpose is apparently to serve as a repository for

corporate donations received by RUFFPAC. Accordingly, all

disbursements, contributions, expenditures, and transfers in

connection with federal elections should have been made from the

federal account, i.e. RUFFP&C, not RUFFPAC State. See 11 C.F.R.

5 102.5(a)(1) (i).

B. Payment for Automobile

A certified public accounting firm prepared 1986 Financial

Statements for RUFFPAC and Free the Eagle (*FTV"). Those

Financial Statements suggest that RUFFPAC State may have made an

in-kind contribution to RUFFPAC by paying for an automobile.

Specifically, the Financial Statements reveal that RUFFPAC and

RUFFP&C State each paid FTE $2,000 for use of a single

automobile. All available evidence indicates that employees

performed only a small fraction of their duties for RUFFPAC

State, and that the vast majority of their duties were for

RMFFPAC and FM . If as a consequence, the automobile was used

more for NJFFPAC business than for RUFFPAC State business,

RJFFPAC State may have subsidized RUFFPAC's use of that

automobile.

. . - -' -- . - - - . "" " .- - -- -* * ' -.
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In accordance with the foregoing discussion, it appears that

RUFMPAC State may have made a corporate contribution or

expenditure with corporate funds. Therefore, there is reason to

believe RUFFPAC State and its treasurer violated 2 U.S.C.

5 441b(a) and 11 C.F.R. S 102.5(a).

C. Neal Blair's Salary

In December 1984, RUFFPAC was apparently nearly out of

money. Because of RUFFPAC's financial situation, RUFFPAC State

reportedly paid Neal Blair's salary in December 1984.

Specifically, with RUFFPAC State checks numbered 166 and 196,

dated December 1, 1984, and December 28, 1984, respectively,

RUFYPAC State apparently paid Real Blair's salary on behalf of

RUIFPAC. Both checks were for $1,563.14, representing $2,000

gross salary per check minus federal and state income taxes

withheld.

It seems clear that RNFFP&C State was paying Blair on behalf

of RUFVPAC, and not for Blair's services rendered to RUFFIAC

State. It appears that Blair and other employees spent no more

than a tiny fraction of their time on RUFYPAC State activities,

and in apparent recognition of this, Blair's salary was always

paid by RUFFPAC. Thus, no known pattern of Blair's activities

appears to account for these payments, and RUFFPAC State may

therefore have made in-kind contributions to RUFYPAC by using its

corporate donations to pay Neal Blair's salary on behalf of

RUFFPAC.

Real Blair was apparently an officer or director of RUFFPAC

State. Mr. Blair was aware of the Act's prohibition on

- -. ~ ---- ~.. -.
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contributions by corporations.

In accordance with the foregoing, there is reason to believe

RUPFPAC State and its treasurer knowingly and willfully violated

2 U.S.C. S 44lb(a). Moreover, there is reason to believe RUFFPAC

State and its treasurer violated 11 C..R. S 102.5(a).

Ln
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d
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FEDERAL ELECTION COMMISSION
WASHINC TON. 0 C 20 61

July 12, 1989

CZRZIFIED MAIL
UmURN RECIPT REQUESTED

Charles C. Fiore, Treasurer
National Pro-Life PAC
P. 0. Box 4951
Madison, Wisconsin 53711

RE: MUR 2191
National Pro-Life PAC and
Charles C. Fiore, as
treasurer

Dear Mr. Fiore:
On June 20, 1989, the Federal Election Commission found

that there is reason to believe National Pro-Life PAC ('the
Committee') and you, as treasurer, violated 2 U.S.C. S 441f, a
provision of the Federal Election Campaign Act of 1971, as
amended ('the Act'). The Factual and Legal Analysis, which

- formed a basis for the Commission's finding, is attached for your
-_ information.

uJ) Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Comission's consideration of this matter.
Statements should be submitted under oath. All responses to the

c" enclosed Subpoena to Produce Documents and Order to Submit
Written Answers must be submitted within 15 days of your receipt
of this letter. Any additional materials or statements you wish
to submit should accompany the response to the Subpoena and
Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Comission.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.



Charles C. Fiore
*Page 2

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the OfT e of the
General Counsel will make recommendatlons to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
-- of the Commission's procedures for handling possible violations

of the Act. If you have any questions, please contact Robert
IRaich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny TZ. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



BEF4THE FEDERAL ELECTION CO& low

In the Matter of
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
OMIR TO SUBMIT WITTE ANSWERS

TO: Charles C. Fiore, Treasurer
-National Pro-Life PAC
P.O. Box 4951
Madison, Wisconsin 53711

Pursuant to 2 U.S.C. S 437d(a) (1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

0) copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 treet, N.W., Washington, D.C. 20463, along with the requested

documents wthin 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this 4day of

1989.

d 2T . /2,, ,

Danny cDonald, Chairman
Federal Election Commission

ATTEST:

ar or e i. Emmons
Secretar o the Commission



KN'?RROGATORIZS AND DOCUNNS JZUU

1. You reported receiving a $3,000 contribution from RU??

Political Action Committee on April 26, 1984, and making a $2,500

contribution to Cleaver for Congress on April 27, 1984.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. identify the person who authorized you to make

such contribution.

2. Describe all communications you had in 1984 with RUFF

Political Action Committee, Neal Blair, or agents thereof.

3. Produce all documents that in any way relate, pertain,

or refer to communications you had in 1984 with RUFF Political

Action Committee, Neal Blair, or agents thereof.

4. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.

.*'. T . - 'I- . . . . . - . .' 0 . . - . . . . .. * I -



FEDERAL ELECTION COI'MISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: National Pro-Life MUR: 2191
PAC and
Charles C. Fiore,
as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Various persons have stated to the Commission that RUFF

Political Action Committee (ORUFFPACO) made contributions to

candidate committees through other independent political

-. committees. A careful review of reports on file with the

> Comission suggests that National Pro-Life PAC may have allowed

its name to be used to effect a RUFFPAC contribution to Cleaver

for Congress in 1984. Pursuant to 2 U.S.C. 5 441f, no person may

make a contribution in the name of another person, and no person

may knowingly permit its name to be used to effect such a

contribution.

The Commission notes that prior to April of 1984, RUFFPAC

had already contributed nearly its maximum allowable $5,000

contribution to Cleaver for Congress. Thereafter, on April 26,

1984, National Pro-Life PAC reported receiving a $3,000

contribution from RUFFPAC. The next day, on April 27, 1984,

National Pro-Life PAC reported making a $2,500 contribution to

Cleaver for Congress.
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It therefore appears that RUFFIAC gave National Pro-Life PAC

$3,000 so that it would, in turn, give $2,500 to Cleaver for

Congress. Consequently, it appears that National Pro-Life PAC

knowingly allowed its nane to be used to effect a contribution by

RJFFPAC. Accordingly, there is reason to believe National Pro-

Life PAC and Charles C. Fiore, as treasurer, violated

2 Q.S.C. 5 441f.



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

July 12, 1989

CERTIFIED NAIL
EURN WECPT REQUESTED

Lee K. Lagaye, Treasurer
Concerned Americans PAC
1805 Crystal Drive, #912
Arlington, Virginia 22202

RE: MUR 2191
Concerned Americans PAC
and Lee K. LaHaye, as
treasurer

Dear Mr. Lafaye:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe Concerned Americans PAC ("the
Committee') and you, as treasurer, violated 2 U.S.C. 5 441f, a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). The Factual and Legal Analysis, which
formed a basis for the Commission's finding, is attached for your
information .

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter.
Statements should be submitted under oath. All responses to the
enclosed Subpoena to Produce Documents and Order to Submit
Written Answers must be submitted within 15 days of your receipt
of this letter. Any additional materials or statements you wish
to submit should accompany the response to the Subpoena and
Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.

-- -- ------- - I
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Lee K. LaRaye
Page 2

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Of1'Te of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
"0 2 U.S.C. 55 437g(a) (4) (B) and 437g(a) (12) (A), unless you notify

the Commission in writing that you wish the investigation to be
- made public.

For your information, we have attached a brief description
-- of the Commission's procedures for handling possible violations

of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

C_/-

Danny ZcDonald
Chairman

Enclosures
Subpoena and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form



BezrOI'H FEDERAL ELECTION COW* ION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMES
ORDER TO SUBMIT WRITTEN ASWRS

TO: Lee K. Lafaye, Treasurer
7 Concerned Americans PAC

1805 Crystal Drive, #912
Arlington, Virginia 22202

Pursuant to 2 U.S.C. S 437d(a) (1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

1copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Comission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested
Lt

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

he n set his hand in Washington, D.C. on this dday of

,1 1989.

'anny V'. McDonald, Chairman

ATTEST:

Marox to W. EmConsmSecretw ry to the Commission



n1TRROGATORI38S AND DOCUmENT REQUETS

1. You reported receiving a $3,000 contribution from RUF

Political Action Committee on October 23, 1986, and making a

$3,000 contribution to Jim Hansen Committee on October 23, 1986.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. Identify the person who authorized you to make

such contribution.

2. Describe all communications you had in 1986 with RUFF

Political Action Committee, Neal Blair, or agents thereof.

3. Produce all documents that in any way relate, pertain,

or refer to communications you had in 1986 with RU? Political

Action Committee, Neal Blair, or agents thereof.

4. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COIuISS ON

FACTUAL AND LEGAL ANALYSIS

RESPONDETS: Concerned Americans PAC MUR: 2191
and Lee K. Lafaye,
as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Various persons have stated to the Commission that RUFF

Political Action Committee (ORJFFPACO) made contributions to

candidate committees through other independent political

committees. A careful review of reports on file with the

Commission suggests that Concerned Americans PAC may have allowed

its name to be used to effect a RUIFY AC contribution to Jim

Hansen Committee in 1986. Pursuant to 2 U.S.C. S 441f, no person

may make a contribution in the name of another person, and no

person may knowingly permit its name to be used to effect such a

contribution.

The Commission notes that between August 22 and October 21,

1986, RUFFPAC made its maximum allowable $5,000 contribution to

Jim Hansen Committee. Two days later, on October 23, 1986,

Concerned Americans PAC reported receiving a $3,000 contribution

from RUIFPAC. That same day, October 23, 1986, Concerned

Americans PAC reported making a $3,000 contribution to Jim Hansen

Comittee. -
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It therefore appears that RUIYPAC gave Concerned Americans

PAC $3,000 so that Concerned Americans PAC would, in turn, give

$3,000 to Jim Hansen Committee. Consequently, it appears that

Concerned Americans PAC knowingly allowed its name to be used to

effect a contribution by RUFFPAC. Accordingly, there is reason

to believe Concerned Americans PAC and Lee K. LaHaye, as

treasurer, violated 2 U.S.C. 5 441f.

q' : I . I I I . I - - I . I IT I -- - . I . I '- , -- - . . -- - - - I I I , .1. 1 - 1. .



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20V3

July 12, 1989

CERTIFIED MAIL
MRN RCVIFPT REQUESTED

John H. Hodgson, II, Treasurer
Gun Owners of America

Campaign Committee
5510 Birdcage Street, Suite 210
Citrus Heights, California 95610

RE : MUR 2191
Gun Owners of America
Campaign Committee and
John H. Hodgson, II, as
treasurer

Dear Mr. Hodgson:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe Gun Owners of America Campaign
Committee ('the Committee") and you, as treasurer, violated
2 U.S.C. S 441f, a provision of the Federal Election Campaign Act

- of 1971, as amended ('the Act'). The Factual and Legal Analysis,
-- which formed a basis for the Commission's finding, is attached

for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter.
Statements should be submitted under oath. All responses to the
enclosed Subpoena to Produce Documents and Order to Submit
Written Answers must be submitted within 15 days of your receipt
of this letter. Any additional materials or statements you wish
to submit should accompany the response to the Subpoena and
Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against the
Committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.



John H. Hodgson, 11
Page 2

If you are interested in pursuing pro-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Of?-e of the
General Counsel will make recomendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a)(4) (B) and 437g(a) (12) (A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

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

U) Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny . McDonald
Cha irman

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



BEVOTa FEDERAL ELECTION COION

In the Matter of )
) MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: John R. Hodgson, II, Treasurer
Gun Owners of America Campaign Committee
5510 Birdcage Street, Suite 210
Citrus Heights, CA 95610

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this 102iay of

_AA. 1989.

Fede 1l Election Comission

ATTEST:

Mar jor 1 0 Emmons
Secreta to the Commission



1T1IRROGAORI3S AND DOCUNINT INQUISTS

1. You reported receiving a $5,000 contribution from RUFF

Political Action Committee on October 18, 1984, and making a

$5,000 contribution to Dick Armey for Congress on October 18,

1984.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. Identify the person who authorized you to make

such contribution.

2. Describe all communications you had in 1984 with RUFF

Political Action Committee, Neal Blair, or agents thereof.

3. Produce all documents that in any way relate, pertain

or refer to communications you had in 1984 with RUFF Political

Action Committee, Neal Blair, or agents thereof.

4. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Gun Owners of America 4UR: 2191
Campaign Committee and
John H. Hodgson, II,
as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Various persons have stated to the Commission that RUFF

Political Action Committee ("RUFFPACO) made contributions to

candidate committees through other independent political

comittees. A careful review of reports on file with the

Commission suggests that Gun Owners of America Campaign Committee

may have allowed its name to be used to effect a RUFFPAC

contribution to Dick Araey for Congress in 1984. Pursuant to

2 U.S.C. S 441f, no person may make a contribution in the name of

another person, and no person may knowingly permit its name to be

used to effect such a contribution.

The Comission notes that prior to October of 1984, RUFYPAC

had already contributed its maximum allowable $5,000 contribution

to Dick Armey for Congress. Thereafter, on October 18, 1984, Gun

Owners of America Campaign Committee reported receiving a $5,000

contribution from RUFFPAC. The same day, October 18, 1984,
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Gun Owners of America Campaign Committee reported making a $5,000

contribution to Dick Armey for Congress.

It therefore appears that RUVtPAC gave Gun Owners of America

Campaign Committee $5,000 so that it would, in turn, give $5#000

to Dick Armey for Congress. Consequently, it appears that Gun

Owners of America knowingly allowed its name to be used to effect

a contribution from RUTVPAC. Accordingly, there is reason to

believe Gun Owners of America Campaign Committee and John H.

Hodgson, 11, as treasurer, violated 2 U.S.C. S 441f.



all

FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

July 12 1989

CERTIFIED NAIL
!E ECIPT REQUESTED

Curt Clinkscales, Treasurer
Save Social Security Political

Action Committee
2525 Wilson Boulevard
Arlington, Virginia 22201

RE: UR 2191
Save Social Security
Political Action
Committee and Curt
Clinkscales, as
treasurer

Dear Mr. Clinkscales:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe Save Social Security Political
Action Committee (the Committee') and you, as treasurer,
violated 2 U.S.C. 5 441f, a provision of the Federal Election
Campaign Act of 1971, as amended (the Act"). The Factual and
Legal Analysis, which formed a basis for the Commission's
finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Comission's consideration of this matter.
Statements should be submitted under oath. All responses to the
enclosed Subpoena to Produce Documents and Order to Submit
Written Answers must be submitted within 15 days of your receipt
of this letter. Any additional materials or statements you wish
to submit should accompany the response to the Subpoena and
Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please jdvise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
such counsel to receive any notifications or other communications
from the Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against the



'Curt Clinkscales
Page 2

Committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
5 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. ss 437g(a) (4) (B) and 437g(a) (12) (A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny-'L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



Saeft THE raDEAuL ELECTion cos toy

In the Matter of )
) NUR 2191

SUBPOENA TO PRODUCS DOCUMENTS
ORDER -TO- SUBMIT WRITTEN ANSWERSS

TO: Curt Clinkscales, Treasurer
Save Social Security Political Action Committee
2525 Wilson Boulevard
Arlington, VA 22201

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

co copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Comission,

999 3 Street, U.N., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

VERIEFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this day of

1989.

Danny McDonald, Chairmanreed Election Commiss ion

ATTEST:

oh or s Eons
Secreta to the Commission



IMF RGANRIES AND DOUNU R=883TS

1. You reported receiving a $2,000 contribution from RUfl'

Political Action Committee on October 8. 1986, and making a $1,920

contribution to Linda Chavez for Senate on October 10, 1986.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. Identify the person who authorized you to make

such contribution.

2. Describe all communications you had in 1986 with RUFF

Political Action Committee, Neal Blair, or agents thereof.

3. Produce all documents that in any way relate, pertain,

or refer to communications you had in 1986 with RUT Political

Action Committee, Neal Blair, or agents thereof.

4. Separately withi regard to each question above, identify

~f) the natural person responding to the question and identify each

a - person who provided any information used in responding to the

question.



FEDERAL ELECTION COMIISS ION

FACTUAL AND LEGAL ANALYSIS

-RESPONDENTS: Save Social Security MUR: 2191
Political Action Committee
and Curt Clinkscales,
as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Various persons have stated to the Commission that RUFF

Political Action Committee (RUFFPACO) made contributions to

candidate committees through other independent political

committees. A careful review of reports on file with the

Coimission suggests that Save Social Security Political Action

Committee may have allowed its name to be used to effect a

MFFPAC contribution to Linda Chavez for Senate in 1986.

Pursuant to 2 U.S.C. S 441f, no person may make a contribution in

the name of another person, and no person may knowingly permit

its name to be used to effect such a contribution.

The Commission notes that NJFFPAC made nearly its maximum

allowable $5,000 general election contribution to Linda Chavez

for Senate. On October 8, 1986, Save Social Security PAC

reported receiving a $2,000 contribution from IUFYPAC. Two days

later, on October 10, 1986, Save Social Security PAC reported

making a $1,920 in-kind contribution on behalf of Linda Chavez

for Senate.



-2

It therefore appears that R1FPAC gave Save Social Security

PAC $2,000 so that Save Social Security PAC would, in turn, give

Linda Chavez for Senate $1,920 in-kind. Consequently, it appears

that Save Social Security PAC knowingly allowed its name to be

used to effect a contribution by RUFFPAC. Accordingly, there is

reason to believe Save Social Security Political Action Committee

and Curt Clinkscales, as treasurer, violated 2 U.S.C. S 441f.



FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

July 12, 1989
CZM'IID MAIL
RErN RECIPT REQ ESTED

Donald C. Evans, Jr., Treasurer
Financial Freedoms Political Action

Committee (FZFE-PAC)
9315 Winbourne Road
Burke, Virginia 22015

RE: MUR 2191
Financ ial Freedoms
Political Action
Committee (FIFE-PAC) and
Donald C. Evans, Jr.,
as treasurer

Dear Mr. Evans:

On June 20, 1989, the Federal Election Commission found
that there is reason to believe Financial Freedoms Political
Action Committee (FIFE-PAC) (the Comittee') and you, as
treasurer, violated 2 U.S.C. SS 441f and 441a(a) (1) (A),
provisions of the Federal Election Campaign Act of 1971, as
amended ('the Act'). The Factual and Legal Analysis, which
formed a basis for the Commission's finding, is attached for your
information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you and the Committee. You may
submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter.
Statements should be submitted under oath. All responses to the
enclosed Subpoena to Produce Documents and Order to Submit
Written Answers aust be submitted within 15 days of your receipt
of this letter. Any additional materials or statements you wish
to submit should accompany the response to the Subpoena and
Order.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to the Subpoena and
Order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address, and telephone number of such counsel, and authorizing
sqch counsel to receive any notifications or other communications
from the Comission.



'Donald C. Evans, Jr.
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In the absence of any additional information which
demonstrates that no further action should be taken against the

Committee and you, as treasurer, the Commission may find probable
cause to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause

conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered irpto at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

Requests for extensions of time will not be routinely

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a) (4) (3) and 437g(a) (12) (A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny/L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order
Designation of Counsel Form
Procedures



BE OTRE FEDERAL ELECTION CO ION

In the Matter of )
) ~UR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: Donald C. Evans, Jr., Treasurer
Financial Freedoms Political Action Committee (FIFE-PAC)
9315 Winbourne Road
Burke, Virginia 22015

Pursuant to 2 U.S.C. 5 437d(a) (1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

-- Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

C 1REFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this / day of

1989.

anny McDonald, Chairman
Feder 1-Election Commission

ATTEST:

or W. Emmons
Secretary to the Commission



IUZRROGATOR INS AND 0OCWIN MWUNTS

1. You reported receiving a $5,000 contribution from RU??

Political Action Committee on October 23, 1984, and making a

$2,500 contribution to Helms for Senate Committee on October 22,

1984, and a $2,500 contribution to Dick Armey for Congress on

October 25, 1984.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. Identify the person who authorized you to make

such contributions.

2. Describe all communications you had in 1984 with RUP?

Political Action Committee, Neal Blair, or agents thereof.

3. Produce all documents that in any way relate, pertain,

- or refer to communications you had in 1984 with RUFF Political

L) Action Committee, Real Blair, or agents thereof.

4. Separately with regard to each question above, identify

the natural person respondkng to the question and identify each

person who provided any information used in responding to the

question.



FEDERAL ELECTION COMMISS ION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Financial Freedoms Political Action 4UR: 2191
Committee (FIFE-PAC) and
Donald C. Evans, Jr., as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

Financial Freedoms Political Action Committee (FIFE-PAC) is

an independent political committee allegedly connected with

Howard Segermark, the President of Industry Council for Tangible

Assets, who later became President of RUFFPAC.

A. RUFFPAC Contributions in the Name of FIFE-PAC

Various persons have stated to the Commission that RUFF

Political Action Committee ("RUFFPACO) made contributions to

candidate committees through other independent political

committees. A careful review of reports on file with the

Commission suggests that Financial Freedoms Political Action

Comittee (FIFE-PAC) may have allowed its name to be used to

effect REFFPAC contributions to Helms for Senate Committee and to

Dick Armey for Congress in 1984. Pursuant to 2 U.S.C. S 441f, no

person may make a contribution in the name of another person, and

no person may knowingly permit its name to be used to effect such

a contribution.

The Commission notes that during August and September X984,

RUFFPAC had contributed more than it maximum allowable $5,000

general election contribution to Helms for Senate Committee.
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Similarly, during July and August of 1984, RUFFPAC had

contributed its maximum allowable $5,000 general election

contribution to Dick Armey for Congress. On October 23, 1984,

FIF -PAC reported receiving a $5,000 contribution from RUFFPAC.

The previous day, October 22, 1984, FIFE-PAC reported making a

$2,500 general election contribution to Helms for Senate

Committee. In addition, two days after receiving the

contribution from RUFFPAC, on October 25, 1984, FIFE-PAC reported

making a $2,500 general election contribution to Dick Armey for

Congress.

It therefore appears that RUFFPAC gave FIFE-PAC $5,000 so

-- that it would, in turn, give $2,500 contributions to both Helms

for Senate Committee and Dick Armey for Congress. Consequently,

it appears that FIFE-PAC knowingly allowed its name to be used to

effect contributions by RUFFPAC. Accordingly, there is reason to

believe FIFE-PAC and Donald C. Evans, Jr., as treasurer, violated

C 2 U.S.C. S 441f.

B. FTE Contribution in the Names of Employees

Pursuant to 2 U.S.C. 5 441a(a)(1)(A), no person who is not a

multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

S 441a(a) (2) (A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The term

"multicandidate political committee' means a political committee

which, inter alia, has received contributions from more than 50
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persons and has made contributions to at least five candidates

for federal office. 2 U.S.C. S 441a(a)(4).

In order to make contributions exceeding $1,000 per

election, FIFE-PAC first needed to qualify as a multicandidate

committee. It appears, however, that many of FIFE-PAC's apparent

qualifying contributions received between October 18 and 21, 1984

were from employees of Free the Eagle (OFTEO) who were reimbursed

by FTE for those contributions. Because the contributions in the

names of those employees may have in reality been a single

contribution from FTE, FIFE-PAC may not have received the

requisite number of contributions to qualify as a multicandidate

committee.

As a non-multicandidate political committee, FIFE-PAC could

make contributions aggregating no more than $1,000 per election

to any authorized committee. As discussed, it appears that FIFE-

PAC was not a multicandidate committee at the time it made its

$2,500 contributions to both Helms for Senate Committee and Dick

Armey for Congress. Accordingly, it appears that FIFE-PAC made

excessive contributions to Helms for Senate Committee and Dick

Arney for Congress.

For the reasons stated above, there is reason to believe

FIFE-PAC and Donald C. Evans, Jr., as treasurer, violated

2 U.S.C. 5 441a(a) (1) (A).

Ir, , , , I - . I . _.. - - - ' . I . I I - -11 1 - I . I 1 1 . .- I . - I -



FEDERAL ELECTION COMMISSION
WASHIN(TON, D C 2046J

July 19, 1989

Neal Blair, President
Liberation Political Action Committee
25 3 Street, N.W., Eighth Floor
Washington, D.C. 20001

RE: MUR 2191

Dear Mr. Blair:

On May 12, 1989, Paul T. Langerman requested that the
Federal Election Comission permit Liberation Political Action
Committee ('Committee') to terminate pursuant to 2 U.S.C.
5 433(d) and Section 102.3 of the Commission's Regulations.
Because of the ongoing enforcement matter involving your
Committee, this request has been denied. Therefore, you are

__ reminded that the Committee must continue to file all the
required reports with the Commission until such time as the

- enforcement matter has been closed as to the Committee.

If you have any questions, please contact Robert Raich, the
LO attorney handling this matter, at (202) 376-8200.

SincsjAy, I dl

General Counsel
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July 19, 1989

The Honorable Danny L. McDonald
Chairman
Federal Election Commission
999 E Street, N.W.
Washington, D. C. 20463

Attention: Robert Raich, Esq.
Office of General Counsel

Re: 4UR 2191

Dear Mr. Chairman:

This is written in response to your letter addressed to
C. C. Clinkscales, III, Treasurer of Save Social Security
Political Action Committee, dated July 12, 1989, in which you
reported that the Federal Election Commission found reason to
believe that Save Social Security Political Action Committee and
Mr. Clinkscales, as its treasurer, violated 2 U.S.C. 441f.

This firm has been engaged to represent the respondents
in this matter. Accordingly, we are enclosing, for your file,
the executed Statement of Designation of Counsel.

According to our records, a substantive reply to your
letter is due July 28, 1989. To give us the ability to examine
the relevant documents and to prepare the responses to your
interrogatories, we request an extension to August 4, 1989 within
which to reply.

,:Se iiours,

.Cutis Herge

:sbl

Enclosure

cc: Mr. C. C. Clinkscales, III
(with copy of enclosure)

?ELS1COPogg NUMS94R11

4703) 03-7371

,



S0.
o1p w m a w 0o p o

-a 2191

0U M O J. Curtis Herge, Esq.

&bns Herge. Sparks& Christopher

?3LM UM $ :

& Biondi

8201 Greensboro Driver Suite 200

McLean. Virginia 22102

(703) 848-4700

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission. Save Social Security Political
Action Committee

Date' S ture C. C Clidkscales, III

=siomin' S MADE:
Save Social Security Political Action Committee and

C. C. Clinkscales, III, its Treasurer

2525 Wilson Boulevard

Arlington, VA 22201

EnM M
msusr PO:

528-6688
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WASHINGTON, D. C. 20036
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TELECOPIEr 2&02 -223 - 2065

CABLE P.PERMAR WSH

TELEX 904246

iiO0 CHARLES CENTER SOUT"

36 SOUTH CHARLES ST PEET

BALTIMORE. MARYLAND 2120i
301-539 ?V}cr

July 20, 1989

Robert Raich, Esq.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191
Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer

- Dear Mr. Raich:

We submit herewith the Statement of Designation
of Counsel for the Herschensohn for U.S. Senate Committee
and Dr. Fred Balitzer with respect to MUR 2191.

Sincerely,7, //i

hohn J. Duff'y

JJD:dp

Flo
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NAM OOg Johrn J,- uty,
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1200-g1]th stre.
Washington, D.C. 2003G

t3ID3O I(202) 861-3938

The ebovetna.ed Individual if hereby 0e0ign4ted as ay
OoUnee. and is authogizod to reqelve any flotifletions and Otheg
comunLcat ons ffou the CoMMISIonm and to 6t on my behalt btore

tbe CoMaieeIn.

July 20, 1989

"orschensohn for! U.$. Senate and
Dr. Fred 9&litzer, as treasurerpR 3s lq W D SlI ,' 8 R A Il o _ ._ _ _ _ _ _ _ _.... ._ _ _

ADO3 36 22 NJu ttio Stroet

Irvine, California 92714

S._ __ __ _
s z N OW & ,_ __ _ _ _ __ _ _ _ _



Office of the General Counsel "JM 24 1##.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

RE: MUR 2191
Financial Freedoms
Political Action
Committee (FIFE-PAC) and
Donald C. Evans, Jr.,
Treasurer

July 18, 1989

Gentlemen:

This is in reply to the Commission's letter of July 12,
1989, the enclosed Factual and Legal Analysis, and the enclosed
Subpoena to Produce Documents and Order to Submit Written
Answers.

NZO 1. The first error in the above referred to documents that I
would like to address relates to the dates of the contributions
made by FIFE-PAC to Helms for Senate and Armey for Congress. The-

- re were no such contributions made to these committees on the
dates stated in the above referred to documents. Consequently,

- the findings of the Commission, as expressed in its letter of
July 12, 1989, and upon which is based the Interrogatories and
Document Requests, are fatally flawed. There were contributions
by FIFE-PAC that occurred on October 25, 1984 to Helms for Senate
and on October 22, 1984 to Armey for Congress. In this regard, I
refer to the FEC Form 3x filed by FIFE-PAC on December 5,
1984.

2. The Factual and Legal Analysis states that 'many of
C FIFE-PAC'S apparent qualifying contributions received between

October 18, and 21, 1984 were from employees of Free the Eagle
('FTE'). According to the information furnished to FIFE-PAC at

r~. the time, and as reflected in the above mentioned FEC Form 3x#
only eight (8) contributors were employees of FTE and they
contributed a grand total of forty (40.00) dollars to FIFE-PAC.

3. The Factual and Legal Analysis states that the employees
of FTE who contributed to FIFE-PAC *were reimbursed by FTE for
those contributions.* These documents by the Federal Election
Commission contain the first and only indication that FIFE-PAC
and its treasurer, Donald C. Evans, Jr., has ever received, that
any reimbursement of a contribution has been alleged. In point of
fact, FIFE-PAC and its treasurer had no knowledge at the time of
the making of the contributions that these persons were reimburs-
ed for these contributions. And, FIFE-PAC and its treasurer have
never heard or seen anything, at any time, that would indicate
that this statement is true. To the contrary, independent
statements to Donald C. Evans, Jr. made by persons at the time,
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including such persons as Susan Petersen, that they had *given up
a lunch for FIFE-PACO indicate clearly that the claim of reimbur-
sement stated in the Factual and Legal Analysis appears to be an
outright falsehood. Additionally, a claim that eight people would
act in a manner to violate Federal law by making reimbursable
contributions of 5.00 each to FIFE-PAC is preposterous. The sizes
of the individual contributions would also indicate that there
was no intention to seek or give reimbursement. It should also be
noted that Donald C. Evans, Jr. was never an employee or indepen-
dent agent of either FTE or RU.FF-PAC and has never had access to
their financial, personnel, campaign, or other records.

4. The Commission requests that FIFE-PAC produce all
documents that in any way relate, pertain, or refer to the
receipt, making, authorization, or transmittal of such contribu-
tions. In this regard, please find enclosed copies of the
cancelled checks and bank statements relating to these contribu-
tions.

It should be noted that immediately prior to the October 22,
1984 issuance of the check to Armey for Congress, FIFE-PAC had on
hand 6210.94 in its bank account (6635.94 balance on 10-23-84
minus deposits of 420.00 and 5.00 on 10-23-84). Even reducing the
balance by the two outstanding checks of 1000.00 each to Matsui
for Congress Committee and Levin for Congress, respectively, the
balance at that time of the issuance of the October 22, 1984
check would have been 4210.94. This balance indicates liquid
funds on hand to be substantially in excess of the 2500.00 Armey
for Congress contribution. It should be noted that as a nonincum-
bent Armey was in an uphill battle in the last days of the
campaign. FIFE-PAC felt at the time that this size contribution
was warranted because of the significance of the campaign and the
availablility of the funds in FIFE-PAC's bank account.

Immediately before the issuance of the check to Helms for
Senate (October 25, 1984) and NOT counting the RUFF-PAC contribu-
tion, FIFE-PAC had on hand 5635.94 in its bank account (9635.94
balance on 10-26-84 minus the RUFF-PAC check of 5000.00 and after
clearance of the 1000.00 check to the Matsui for Congress
Committee and before the clearance of the Levin for Congress
check). This balance indicates liquid funds on hand able to cover
the Helms for Senate check. At the end of October, after clear-
ance of the Matsui for Congress Committee check, the Levin for
Congress check, the Armey for Congress check and NOT counting the
RUJFF-PAC contribution, the balance in its bank account was
2163.15 (7163.15 balance on 10-31-84 minus 5000.00 contribution
from RUFF-PAC).

. . 16_&dA1N1h, ---- -_ - -.-- -1 -
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These bank records and checks clearly show that FIFE-PAC had
no need for any money from RUF-PAC in order to make the contrib-
ution to Armey for Congress. Similarly, these same records and
checks clearly show that had FIFE-PAC not received the contribu-
tion from RUFF-PAC it could have still made the contribution to
Helms for Senate from its balance on hand at the time the
contribution was made. In fact, the records also show that even
after all other contributions had cleared by the end of the
month, FIFE-PAC could still have made substantially all of
the contribution it made to Helms for Senate without reliance on
any of the RUFF-PAC contribution.

These records indicate that if any of the RUFF-PAC contribu-
tion related at all to the Armey for congress and Helms for
Senate contributions, that none of the RUFF-PAC contribution went
toward the Armey for Congress contribution and only about 336.00
of the 5000.00 contribution received from RUFF-PAC was part of
the FIFE-PAC contribution to Helms for Senate.

All of the candidates FIFE-PAC contributed to, both Democra-
tes and Republicans, supported the protection of the individual's
rights to select his own investment opportunities, unencumbered
by one type of government restriction or another. FIFE-PAC
supports these positions as well. The contributions made in

- October 1984 were made in the closing days of a very heated
election. Armey was not an incumbent, had a tough race and
supported the FIFE-PAC goals discussed above. We thought we
should help try to push him over the top by giving his campaign
a larger contribution than was needed by an incumbent such as
Matsui. Helms was in the fight of his life running against the
Governor of his state, and that campaign was the most expensive
Senate race up to that time. Since he also supported the posi-
tions of FIFE-PAC, it was also thought that a larger contribution
was warranted there as well. Therefore, FIFE-PAC would have given
that campaign approximately the same amount, with or without the
RUFF-PAC contribution.

5. The contributions were authorized by Donald C. Evans,
Jr., the treasurer of FIFE-PAC.

6. There were no written communications in 1984 with
RUFF-PAC, Neal Blair, or agents thereof by FIFE-PAC or Donald
C. Evans, Jr., acting in his capacity as its treasurer. Since
Mr. Evans was off iced in the same building as FTE, he would have
routine casual contact with its employees in the elevators and
hallways. Additionally, he would stop by the FTE offices to chat
with Susan Peterson, and might speak to Maria Cohilas. Neal Blair
was rarely in the building, and Mr. Evans may have seen or talked
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with him not over twenty times, and perhaps much less frequently,
during the entire year. on one occasion Mr. Evans sought the
advise of Mr. Blair and Ms. Peterson as to reasons for the lack
of success of FIFE-PAC's fundraising activities and Mr. Evans
requested the address of The Viguerie Company. However, at a
meeting of the Viguerie Company it became clear that the Company
personnel thought that the interests of FIFE-PAC were too narrow
in scope to be taken on by them, and no further contact was made
with them. Both Mr. Blair and Ms. Peterson knew of FIFE-PACs need
for operating funds to get its own activities established. FIFE--
PAC put out a mailer to an estimated several hundred persons, but
got virtually little response. By early 1985, all significant
fundraising activities ceased.

At no time did RUFF-PAC, Mr. Blair, or agents thereof ask or
imply in any way that if FIFE-PAC or its treasurer would make any
contributions that RUFF-PAC wanted, RUFF-PAC would make a
contribution to FIFE-PAC.

7. Donald C. Evans, Jr. was the natural person responding to
all of the questions and he provided all of the information used
in responding to the questions.

Sincerely yours,

Donald C. -Evans, Jr..,

Enclosures
Copy of bank statement of 10-31-84
Copy of bank statement of 11-30-84
Copy of check number 112
Copy of check number 113
Copy of check number 114
Copy of check number 115
Copy of fundraising letter from Helms for Senate

24th _

* July

My.4II1~e 0 19
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FINANCIAL FREEDOMS POLITICAL
ACTION COMMITTEE
9315 WINBOURNE RD
BURKE VA 22015

EWAY. AN,) AN T CERfCET AE SEE ACV SE SIDE M CA IMPC.&% N. Q.ATIQN

INTEREST CHECKING ACCOUNT SUMMARY -------

PREVIOUS STATEMENT WAS DATED 9/28/84 BALANCE WAS
DEPOSITS AND OTHER CREDITS- 3 ITEMS. TOTALING
INTEREST EARNED THIS CYCLE-
CHECKS AND OTHER DEBITS- 3 ITEMS. TOTALING
SERVICE CIIARGE- 4

AVERAGE INTEREST EARNING BALANCE-
CURRENT BALANCE AS OF 10/31/84 -

INTEREST EARNED THIS YEAR TO DATE-

6,210.94
5,425.00

29o38
4,500.00

2.17
6,190.60
7,163.15

233o25

CHECKS PAID --........

DATE.oCHECK NOD..o.....AMOUNT DATE.oCHECK NOo.o....o.AMOUdl
10/24 112 1,000.00 10/30 110 2,500*OC
10/26 113 1,000.00
q INDICATES A SKIP IN CHECK SEQUENCE ON THIS STATEMENT

OTHER INTEREST CHECKING ACCOUNT TRANSACTIONS

AMOUNT
5.00

420.00
5,000.00

29.38

TRANSACTION DESCRIPTION
DEPOSI T
DEPOSIT
DEPOSIT
INTEREST CREDIT

INTEREST CHECKING ACCOUNT DAILY BALANCE SUMMARY

DATE
10/23
10/23
10/26
10/31
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Helms for Senate

National Steering Committee

National PAC
Steering Committee

WVall and Ceiling PAC
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Am nerican [.',rriwtrc.

Ml adnlt'actur', PAC

J efferson-Pilot lF)tX(

Arnerican Bankers Associatim
C_ Bank. P.C

.iA Political \ictory Fund

') Public Service PAC

' "ssociated B'iilders and
Contractors PAC

r-"
..rN Dair. ,nn. Inc. PAC

"l'+acco) In'titute PAC:

AiniLtan .Mea! lItttltt, P.\(

S-iithern lell P.A("

V S (1hJ.1l'Pi1 r ,t ( (*. z-,rct,

Fmploxees Federal PA:$
Carolina Poker and Light

July 13, 1989

Mr. Donald C. Evans Jr.
Financial Freedoms PAC
9315 Winlbourne Road
Burke, Virginia 22015

Dear Mr. Evans:

On July 31st I am hosting a small
reception fo; Senator Jesse Helms at 6:00 p.m.
at the Ronald Reagan Republican Center, which
is located at 425 Secoid Street, NI.E.

Very fewe U.S. Senators can match Senator
Helms when it cones to consistent support,
year in and year cut, of a pro-growth business
philosophy. In fact, Senator Helms has a 90%
lifetime Chamber of Commerce rating, third
highest among all Senators!

Given such an excellent voting record,
Senator Helms's seniority and the current
quandary among Democrats in North Carolina to
find a credible opponent to face the Senator,
I hope that you will join the many other
influential PACs that are already supporting
Senator Helms.

There will never be a better opportunity
to show your early support for Senator Helms.
Tickets are $1000 per person but attendance
will be limited and photo opportunities will
be provided to all those in attendance.

Please use the enclosed RSVP or call John
Dodd at (703)-266-1877 for further
informatinC.

All proceeds go to the Helms for Senate
re-election campaign. Senator Helms and I
look forward to seeing you on the 31st!

Sincerely,

Jce Baker

JB:j

C

Joe M. Baker Jr.
Treasurer of Wall and Ceiling PAC
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Response to interrogatories for the F.E.C 89J11125 P1111035

1) 1 ceased being the treasurer of Ruff PAC because I was not

allowed to perform my duties to my satisfaction. In particular,

I had no control over disbursements, accounts or policy when 
I

returned from December's Christmas break. To my dismay, the PAC

President had written a check for the purchase of a new car 
for

himself with PAC monies without my consent that resulted 
in an

argument. Moreover, the President of the PAC was not truthful in

his dealings with me and lied about Board Meetings and

instructions from the Chairman of the Board that really 
never

took place. In summary, I left because I felt wronged by

operational policy, was pressured to leave by the PAC 
President

because of policy disagreements, and because I wanted 
to pursue

other career opportunities that had less liability and that were

more promising and fulfilling.

2) I officially resigned as of March 3. 1989

3) I believe that the current treasuer is Mark Stoddard

4) My current address and phone #are: 1111 Arlington Blvd. #341

- Arlington, VA 22209

CC
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mr. Robert Raich
Federal Election Commission
Office of the General Council
999 E. St. N.1.
Washington, D.C. 20463

Dear Mr. Raich:

We are acting promptly in respose to your letter dated
July 12, 1989.

We are currently looking through old files, making
telephone calls and trying to answer all of your
questions.

Because we are a student run group, with tight budget
restraints, we cannot afford to seek help from legal
council.

As such, we are requesting that you give us an
extension of 20 days, therefore, giving us a deadline
of Friday, August 18, 1989.

Thank you for your understanding.

Si ncerely,

Ralph Reed
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BY HAND p-

Robert Raich, Esquire
Federal Election Commission
999 E Street, 'JW.
Washington, D.C. 20463

Dear 'ir. Raich: A
As I told you on the phone on July 19, the President and

the current Treasurer of Concerned American's Political Action
Committee will be on vacation and unavailable by telephone
until approximately July 30. Since its response to your letter
of July 12, 1989, is due on July 29, it will be necessary for
me to request an extension of time to prepare a response in
order that I may confer with my client. Accordingly, Concerned
American's Political Action Committee and Lee LaHaye, its
Treasurer, through counsel, hereby request an extension of time
to and including August 18, to respond to your letter of July
12.

Attached is a copy of the statement of designation of
counsel. If you have any questions, please don't hesitate to
call.

Vrer, truly yours,

/

Alan P. Dye
I,

/

Attachment
APD/kls

Cb4APLEL$ t ( 4AMBEQLAI14

A S.NOGLYOp



.U, 2191

The above-

counsel and is

communications

the Commission.

Date

guL m 08=,.

3u"ini Ma I

0• Or

-, AIm P. DA . 'uire

1747 Pensvlvania Ave.. N.W.

Washinrton. D.C. 20006

(202) 785-9500

-named individual is hereby designated as my

authorized to receive any notifications and o

from the Commission and to act on my behalf b

Signature

Ni

S X c 1ti -i

./4.

ther

ftore



~cz7% 355&e-
RECEIVED

FEHE TRE P K CON COtSSE1&IHEROE, SPAHtKS, CHRlisTOPHER & Bi011W E SL R ICES BR ANCH

Ar-roays A? LUw

SUITE 200

8201 GREENSSORO ORIVE

MCLEAN, VIRGINIA 22102

(703) 848-4700

.0 CuorIs MERGE
1008lOT 0 SPARKS. JR
& *AAPK CNAISTOPmCR

GONGC V 3IONCI

00ftNA LYN4N MI4LLEQ
Z.ANC 0 MAMSNI

July 25, 1989

89 JUL 26 ANK0 22

TgL[COpe[! NUMCM

(703) 03 -7371

Robert Raich, Esq.
Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D. C. 20463

Re: MUR 2191

Dear Mr. Raich:

By letter addressed to Chairman McDonald, dated
July 19, 1989, we reported that we have been designated as
counsel to Save Social Security Political Action Committee and
Mr. C. C. Clinkscales, III, as its Treasurer, in connection with
the finding of reason to believe that our clients may have
violated 2 U.S.C. 441f.

In connection therewith, we are submitting to you
herewith the Affidavit of Mr. Clinkscales. You will find that
the Affidavit is dispositive. There being no evidence that our
clients violated 2 U.S.C. 441f, this file should be closed.

Sincere4 yours,,

:sbl

Enclosure

5LI



BEFORE THE FEDERAL ELECTION COMMISSION

SAVE SOCIAL SECURITY POLITICAL )
ACTION COMMITTEE )

and
C. C. CLINKSCALES, III, ) MUR 2191
its Treasurer, ))

Respondents.

AFFIDAVIT OF C. C. CLINKSCALES, III

COMMONWEALTH OF VIRGINIA )
) ss:

CITY/COUNTY OF ARLINGTON )

C. C. CLINKSCALES, III, being duly sworn, deposes and

says:

1. That your deponent is the Treasurer of Save Social

Security Political Action Committee (hereinafter "the Committee")

and was the Treasurer of the Committee in 1986, the year relevant

to the facts here under review.

2. That your deponent is familiar, of his own personal

knowledge, with all the facts relevant to the receipt by the

Committee in 1986 of contributions from RUFF Political Action

Committee (hereinafter "RUFFPAC"); to the disbursements made by

the Committee in 1986; and, to all communications had relevant

thereto.

3. That, in the spring of 1986, the Committee mailed a

substantial number of generic, fund-raising solicitation letters

-1-



to political committees, requesting contributions for use in

furthering the general purposes of the Committee. Such letters

were produced on an automatic typewriter, all letters being

identical except for the so-called stops which were filled in to

personalize the letters. The letters, a sample of which is

attached as Exhibit A, did not identify any candidate the

Committee intended to support or oppose.

4. That your deponent, after diligent search, could

not locate a copy of the foregoing described letter addressed to

RUFFPAC and could not locate a list of the addresses to whom such

letters were mailed. Nevertheless, due to the philosophical

similarities between the Committee and RUFFPAC, your deponent

believes one of the foregoing described letters was mailed to

RUFFPAC.

5. That your deponent never met nor talked to Neal

Blair and, to the best of his knowledge and recollection, never

met nor talked to any agent of RUFFPAC except as stated in

paragraph 6 hereof.

6. That, to the best of his knowledge and recollec-

tion, the only communications between your deponent and the

Committee, on the one hand, and RUFFPAC and its agents, on the

other hand, were (a) the letter referred to in paragraph 4 hereof

and (b) the receipt by your deponent of a telephone call in

September or October, 1986, which was made by a male caller,

whose name your deponent does not remember, who informed your

deponent that RUFFPAC was willing to donate $2,000.00 if the

-2-



Committee were still seeking support. Your deponent confirmed

the interest of the Committee in receiving a contribution and

gave the caller the Committee's mailing address. The caller did

not direct or suggest the disposition by the Committee of the

RUFFPAC contribution.

7. That, in October, 1986, the Committee received two

checks from RUFFPAC, one in the amount of $1,920.00 and one in

the amount of $80.00. No communication accompanied either check.

8. That, in October, 1986, because of your deponent's

personal interest in the campaign of Linda Chavez, your deponent

personally made the decision that the Committee would contribute

to that campaign and, in furtherance thereof, your deponent

telephoned Chavez's campaign manager, David Muller, to inform him

of the Committee's intention to contribute to the Chavez campaign

and the amount of the intended contribution. Muller asked your

deponent to mail the contribution to the firm, Murphy and

Castellanos, as an in-kind contribution. A copy of the

Committee's cancelled check to Murphy and Castellanos and a copy

of the corresponding page of the Committee's check register are

attached as Exhibit B.

10. That your deponent did not discuss the Chavez

campaign with the caller from RUFFPAC and did not know, prior to

the initiation of this proceeding, whether or not RUFFPAC

contributed to the Chavez campaign in 1986. Your deponent never

communicated any pledge, commitment or inclination to anyone

other than Chavez campaign manager, David Muller, that the
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Comittee would contribute to the Chavez campaign and your

deponent never told RUFFPAC, or its agents, of what the Committee

did with RUFFPAC's contributions to the Committee.

IN WITNESS WHEREOF, your deponent has executed this

Affidavit this t day o _, 1989.

" C.- C,,-tCINKSCALES, ri

Sworn to before me this

-NTARY PUBLIC /
MY COMMISSION EXPIRES JULY 30 1990

My Commission Exp res: _

-4-
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V SAVE SOCIAL S1URITY POLITICAL A*xoN GO MITTEE
S0I PosorricE Box 449 FALL GHvUcH.V 'A 9046 703-2414168

[ims. RurH SIMPSoNv GHASE

G.G. GC&MKscuJS. LU

April 9, 1986

Mr. Paul Losigno
DRIVE
25 Louisiana Avenue, NW
Washington, DC 20001

Dear Mr. Losigno:

The Save Social Security Political Action Committee has been
actively involved in working with Members of Congress and the senior
community for five years in seeking meaningful reforms of the Social
Security program to preserve its benefits for both today's and
tomorrow's beneficiaries.

As part of our activity, we have made an active effort to
recruit and support political candidates who share our philosophy

- for the preservation of this important national program for the
supplementing of retirement income.

C
Many groups like the Teamsters have shown a similar concern

- for this most urgent goal, and have supported our efforts to make
the appropriate legislative changes needed to secure Social
Security's future.

Our need today is to assure our ability to support those in
1986 who have made our Social Security support measures central to
their campaigns.

If we are to obtain approval of this type of legislation during
this decade, we must not allow 1986 to be a year of relative inactivity.

e Therefore, we are seeking the support of those who share our concerns
to build our funding mechanism so that our maximum impact might be
made in the elections this fall.

I am asking DRIVE to support Save Social Security PAC with a
donation of $5,000 at its earliest opportunity. I hope to have
your support as we enter the critical months of the 86 campaign.

Please feel free to call me at (703) 528-4373. I would appreciate
your sending any support or respounda to our street address as we no
longer maIntain the post office box. It is 2525 Wilson Boulevard,

; :, Aringjto, Virginia 22201.

2Tn y , m r JOB= et4 h-is i m.t.

TreasEr

EXHIBIT A
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PIPER & MARBURY
1200 NINETEENTH STREET. N.W.

WASHINGTON. D. C. 20036
802-86I-3900

TELECOPIERi102 - 223 - 2085

CASLE PIP[RMAR WSH

TELEX 004248

"71 (/6

'OO CHA-I FS CFNTFR SOUTH

46 5OUTH C A4ARLES STREET

BALTIMORE. MARYLAND 21201
. Id ,' 130

July 26, 1989

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Attn: Robert Raich, Esq.

Re: MUR 2191
Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer

Dear Mr. Noble:

We submit, on behalf of Herschensohn for U.S. Senate
and Dr. Fred Balitzer, as treasurer, a request for extension of
time in which to respond to the Order to Submit Written
Answers. By our calculation, the response is due now on
July 31, 1989. We request a 20-day extension of time, up to
and including August 21, 1989.

Good cause exists for the grant of the requested
extension. The Committee ceased to be an active campaign
committee approximately three years ago. Consequently,
additional time is needed to locate the pertinent personnel and
records required to prepare a complete response.

If you have any questions concerning this matter,
please contact the undersigpd. .

JJD:dp

JOHN J. DurrY

.iI((" DIAI NuMUIr H

2O #' 16 3'438

I,
I
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PIPER & MARBURY
1200 NINETEENTH STREET. N, W.

WASHINGTON. D. C. 20036
0201 e1- 3900

TELIECOPIm 0202 S23 206n

CANIL9 P'IPCOMAN WSH

TIELEX 904245

4(00 CHARLUS CFNTER SOUTH

16 SOUTH CHARL[S STREET

BALTIMORE, MARYLAND 21201
301 539 253o

July 26, 1989

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Attn: Robert Raich, Esq.

Re: MUR 2191
Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer

Dear Mr. Noble:

We submit, on behalf of Herschensohn for U.S. Senate
and Dr. Fred Balitzer, as treasurer, a request for extension of
time in which to respond to the Order to Submit Written
Answers. By our calculation, the response is due now on
July 31, 1989. We request a 20-day extension of time, up to
and including August 21, 1989.

Good cause exists for the grant of the requested
extension. The Committee ceased to be an active campaign
committee approximately three years ago. Consequently,
additional time is needed to locate the pertinent personnel and
records required to prepare a complete response.

If you have any questions concerning this matter,
please contact the undersigd. ,

JJD:dp

JOHN J DUI
r lr Y

OIRnECT DIAL NUMSIR

202 ofst 3936

I'
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NICMOLAS GILMAN. P C (DC. MO. PA)
WILLIAM J_ OLSON. P C (0C. VA)
MICMAEL J PANGIA, P C (DC. NY)

WILTON J SMITH (VA)

PhCMANO R STONE (DC MCI

OF COUNSEL
GUY 0. IrARLE'C JO IVA)

JON S MILES (DC. MDI

GiLmAN, OLSON & PANGIA
AITOUNW Y AT LAW

181135 X STuRr. ONrEWKST

WASNIWOTON, D.C. 20006-3604
12o) 466-11oo

rACSIMILE (O2) 331-4040 $U)rl 310
#011 J.JU0CIAL "

rAffAllr^. VTOOGINIA 1180)0

(703 S9-SR00

S. 'I soo

'40A,. SS 43.T

July 27, 1989

BY HAND

Robert Raich, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Mr. Raich:

This will confirm our telephone conversation of July 24.
1989 in which I advised you that our firm would be representing
Free the Eagle with regard to the above-referenced MUR. A
Statement of Designation of Counsel, signed by Howard Segermark,
Managing Director of Free the Eagle, is enclosed.

Our clients received Chairman McDonald's letter of July 12,
1989 on or about July 13, 1989, and the due date for compliance
with the FEC's Subpoena to Produce Documents and Order to Submit
Written Answers appears to be July 28, 1989. We are requesting
an extension of that due date for the reasons set out below.

A you know, as we have just been retained to represent Free
the Eagle, which is a newly-named respondent in an existing MUR,
and it will take us some time to become familiar with the facts
of the case, so that we can properly advise our clients
regarding the issues set out in Chairman McDonald's letter,
including the issue of pre-probable cause conciliation, and to
undertake and fulfill our responsibilities under your Subpoena
and Order. It appears to us initially that compliance with the
document request alone will be an enormous undertaking, although

Z3



we have already taken steps to begin the process, and feel that
we will be well on our way toward discerning an acceptable method
of compliance by the end of next week.

Accordingly, we would respectfully request a 10-day
extension of time within which to respond formally to Chairman
McDonald's letter of July 12, 1989, to Monday, August 7, 1989.
At that time, we will be in a position to discuss these matters
in greater depth, including suggesting ways to provide you with
the documents that you want in a deliberate and workable fashion.
If you could advise us by telephone of your decision with respect
to this extension, we would be most grateful.

Sincerely yours.

William J.O)Is0n

WJO: gw

Enclosure

cc: Howard Segermark, Managing Director
Free the Eagle
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UM 2191

flUE O

AD~35:

William J. Olson

Gilman, Olson & Pangia

1815 H Street, N.W., Suite 600

TILEPEOI:

Washington. D.C. 20006

(202) 466-5100

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

July 26, 1989

Date Sibature

RUSODMM IS A:

ADornS

HONO PHONE:

BUSl8 PUOfl:

Free the Eagle

25 E Street N.W., Eighth Floor

Washington, D.C. 20001

(202) 638-0080

u9
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FEDERAL ELECTION COMMISSION
WASHIN(;T10% D(' (Mhi

July 28, 1989

J. Curtis Herge, Esquire
Herge, Sparks, Christopher & Biondi
8201 Greensboro Drive, Suite 200
McLean, Virginia 22102

RE: MUR 2191
Save Social Security Political

Action Committee and Curt
Clinkscales, as treasurer

Dear Mr. Herge:

This is in response to your letter dated July 19, 1989,
requesting an extension until August 4 to respond to the reason
to believe notification in this matter. After considering the
circunstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on August 4, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincftly,

General Counsel



FEDERAL ELECTION COMMISSION

- July 28, 1989

Mr. Ralph Reed
Students for America
Students for America Political
Action Committee

3509 Haworth Drive, Suite 200
Raleigh, North Carolina 27609

RE: MUR 2191
Students for America
Students for America

Political Action Committee
and George Hancock, as
treasurer

Dear Mr. Reed:

This is in response to your letter dated July 20, 1989,
which we received on July 25, requesting an extension until
August 18 to respond to the reason to believe notification in
this matter. After considering the circumstances presented in

your letter, I have granted the requested extension.
Accordingly, your response is due by the close of business on
August 18, 1989.

If you have any questions, please contact Robert Raich, the

attorney handling this matter, at (202) 376-8200.

Sincjwply, / y' 0

General Counsel



FEDERAL ELECTION COMMISSION
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July 28, 19891

Alan P. Dye, Esquire
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

RE: MUR 2191
Concerned Americans PAC and

Lee K. LaHaye, as treasurer

Dear Mr. Dye:

This is in response to your letter dated July 21, 1989,
which we received on July 25, requesting an extension until
August 18 to respond to the reason to believe notification in
this matter. After considering the circumstances presented in
your letter, I have granted the requested extension.
Accordingly, your response is due by the close of business on
August 18, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this atter, at (202) 376-8200.

sin'qprdy'

8i-rI"ci M. Noble
General Counsel



FEDERAL ELECTION COMMISSION

August 1, 1989

John J. Duffy, Esquire
Piper & Marbury
1200 Nineteenth Street, N.W.
Washington, D.C. 20036

RE: MUR 2191
Herschensohn for U.S. Senate

and Dr. Fred Balitzer, as
treasurer

Dear Mr. Duffy:

1q, This is in response to your letter of July 26, 1989,
requesting an extension until August 21 to respond to the reason

Ito believe notification in this matter. After considering the
circumstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on August 21, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

" / General Counsel



FEDERAL ELECTION COMMISSION

August 2, 1989

William J. Olson, Esquire

Gilman, Olson & Pangia
1615 H Street, N.W.

Washington, D.C. 20006

RE: MUR 2191
Free the Eagle

Dear Mr. Olson:

This is in response to your letter dated July 
27, 1989,

requesting an extension until August 7 to respond 
to the

Subpoena and Order in ths matter. After considering the

circumstances presented in your letter, I have granted the

requested extension. Accordingly, your response is due by the

close of business on August 7.

if you have any questions, please contact Robert 
Raich, the

attorney handling this matter, at (-202) 376-8200.



WILEY, REIN & FIELDING

1776 K STREET, N. W.

WASHINOTON, 0. C. 20006

(202) 429-7000

TELECOPIER

JAN W. BARAN August 2, 1989 (202) 429-7049
(202) 429-7330 TELEX 248349 WYRN UR

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: KU&2191

Dear Mr. Noble:

I am in receipt of Chairman Danny L. McDonald's letter
of July 12, 1989 regarding the above-captioned matter.

Please be advised that this office no longer represents
Ruff Political Action Committee, William T. Jacobs or the
American Heritage Centre, Inc. ("AHC"). With respect to AHC,
we are uncertain as to its continuing existence and have no
current or forwarding address. Accordingly, I return
herewith the Subpoena to Produce Documents, Order to Submit
Written Answers issued by the Commission to AHC.

Please be further advised that a copy of Chairman
McDonald's July 12 correspondence and attachments was
personally delivered to Ms. Tammy Lyles, Executive Director
of Ruff PAC, and to Mr. Jacobs on July 20, 1989. The
original Subpoena to Produce Documents, Order to Submit
Written Answers issued by the Commission to Ruff PAC is being
transmitted to Ms. Lyles by separate cover. I understand
that an appropriate representative of Ruff PAC will formally
request additional time within which to respond to the
Subpoena and Order.

Sincerely,

Jan W Baran

rpb
cc: Tammy Lyles

William T. Jacobs
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August 2nd, 1989

Federal Election Commission 9A- 2:56
999 E Street, N.W.
Washington, DC 20463 Re: MUR-2191

Attn.: Mr. Robert Raich

Dear Mr. Raich:

This letter is in response to my meeting with you and Mr. Bern-
stein at your offices last week, on Wednesday, July 26th, and
to your Chairman McDonald's letter of July 12th.

I thank you and Mr. Bernstein for the time and consideration you

gave me last week.

With regard to the matter at-hand:

1. I see no need to consult with an attorney or to have an
attorney's assistance. The facts as I know them are clear
and simple, and are as I stated them in our meeting last
week, viz.:

CN
2. Mr. Peter B. Gemma, Jr. was Executive Director of National

C4 Pro-Life PAC from late 1979 until I fired him in Spring,
1987.

Responsible to me and our Board of Directors, Mr. Gemma
increasingly became slow or evasive in supplying me with
reports of activities undertaken in the name of the Com-
mittee, or even with copies of Reports filed with the FEC.

Increasingly during the period 1983-1987, I expressed my -
dissatisfaction to Mr. Gemma's for his failure to keep me zm
informed in a timely fashion of activities undertaken in
the name of the Committee, or of commitments being con- ZZ
sidered before he made them for the group. CD _

3. I intended to fire Mr. Gemma as early as 1984, when I
learned that he had undertaken another job along with his
responsibilities to the Committee, without first consulting
with me and the Board. He complained that he was not
being paid sufficiently well, even though he had agreed
upon a salary and perquisites at the time of his employ-
ment.

Similarly, at the time of his employment he had been given
control of the day to day management of the Committee's
financial assets (checkbooks, ledgers, records, correspon-
dence).

But because of my inability to come to Washington due to
personal responsibilities for the care of my sister who
died in 1981, and of my mother who died in 1987; and for
the running of the family businesses which the two of



Federal Electionaission
August 2nd, 1989
Page 3.
Re: MUR-2191

b. Copies of all Reports filed with the FEC or corres-
pondence with the FEC;

C. Payroll and other financial records of the Commitee;

d. General files and correspondence files of the Com-
mittee.

8. Instead, the boxes contained

a. Books and printed materials purchased by the Committee
for distribution or sale to its members;

b. Some cancelled checks thrown into the boxes in a loose
fashion, out-of-sequence, and with checks missing.

c. General information and miscellaneous materials.

d. No checkbooks as such, nor check stubs were included.

9. Repeated attempts by me, with the cooperation of Gemma's
former wife, Fran Griffin, to locate Mr. Gemma and to con-
tact him, have been unsuccessful.

The address and telephone numbers I supplied to Mr. Raich
last week were given to me by Fran Griffin (Gemma), but
are either answered by an answering machine, or by someone
taking messages (which are not returned).

10. The only funds the Committee now has were contributed by
me (with several smaller contributions by others) within
the last year to keep it functioning until such time as
the records of the Committee can be somewhat reconstructed,
and the Committee can begin to function again.

As the FEC's records will show, during 1988, the Committee
paid fines totalling $1,200.00 for late and incomplete
Reports of its activities for the last half of 1987, and
all of 1988: a direct result of Mr. Gemma's refusal to
turn over records to me when I requested them.

As I explained in previous correspondence, my failure as
Treasurer since January, 1988, to remedy these previous
failures on the part of Gemma/Halbmaier were due to the
absence of records at my disposal (cf. ##7 and 8, above).

In 1988, I was able, after two personal trips to see
executives at the First Bank of Virginia, Tyson's Corners,
to obtain photocopies of checks written by Gemma/Halbmaier
for the Committee from 1987 until the accounts were closed.

However, initial FEC Reports I made had to be revised
when I subsequently discovered in mid-1988, that contrary
to what bank officials had told me previously, the PAC
accounts had not been closed in November, 1987, but that
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Mr. Gemma continued to deposit funds in them and to write
checks from them, into Spring, 1988 --- one year after he
had been fired.

11. 1 was informed by the FEC that in Spring, 1988, Mr. Gemma
apparently came to your offices to file a "Form to Dis-
solve" National Pro-Life PAC.

Along with his use of funds, failure to close checking
accounts and to turn over financial records to me, this
attempt by Mr. Gemma to close down the Committee one year
after he had been dismissed, was fraudulent and illegal.

12. With regard to the Interrogatories and Document Requests
sent to me last month by the FEC, specifically:

a. I am unable to produce documents of the Committee
"that in any way relate, pertain or refer to the
receipt, making, authorization, or transmittal of
such contributions" (i. e., $3,000 contribution to
National Pro-Life PAC from RUFF-PAC on April 26,
1984, and making a $2,500 contribution to Cleaver
for Congress on April 27, 1984);

b. Peter B. Gemma, Jr. was the Executive Director of
National Pro-Life PAC in 1984; whether Laura Halb-
maier was the Treasurer at that time, I do not
recall and cannot reconstruct without records at-
hand. I have this week requested photocopies of
all National Pro-Life PAC Reports on file with the
FEC, and have sent a check to cover their cost.
When I have examined them, I will be able to sup-
ply the name of the Committee Treasurer at the
time of the above contribution and disbursement.

Without question, however, if such a contribution
was received and such a disbursement was made,
Mr. Gemma alone authorized both.

C. At no time did I as Chairman authorize the accept-
ance of illegal donations to the Committee or
disbursements as a result of them.

d. I personally have never had any communications
with RUFF-PAC, Neal Blair, or agents of either;
inasmuch as Mr. Gemma has not turned correspon-
dence files of the Committee over to me as I
have repeatedly requested, I am unable to supply
them to you. They should be subpoenaed from
Mr. Gemma.

e. All documents of the Committee apparently remain
in the possession of Mr. Gemma and/or of the
Treasurer of the Committee at that time.
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them had previously managed, I was not able to exercise
oversight over Mr. Gemma's activities that I should have,
nor to find someone to replace him when it became evident
that he was not fully cooperative.

4. I finally fired Mr. Gemma in Spring, 1987, for a series
of causes which included:

a. Failure to supply me with timely reports of his
activities as Executive Director, and of Laura
Halbmaier's activities as Treasurer of the PAC;

b. Failure to consult in advance with me and the
Board relative to commitments undertaken by
himself in the name of the Committee;

c. Failure to follow directives from me and the
Board relative to actions re direct mail fund-
raising and other internal matters of the PAC;

d. Rumors and some evidence of moral turpitude on
Mr. Gemma's part that could cause harm to the
reputation of the Committee, its founder and
the pro-life movement.

5. In Spring, 1987, I informed Mr. Gemma that he should close
the PAC office (by that time moved to 2525 Wilson Blvd.,
Arlington, VA.), and that he should ship to me in Madison,
all records of the Committee, including checkbooks and
cancelled checks, reports and correspondence files, as
well as mailing lists.

I was able to procure our mailing lists from the Virginia
company which had custody of them; but despite repeated
requests by me, Mr. Gemma failed to turn over other re-
cords of the committee until November, 1987. The previ-
ous Spring he had told me he wished to make several mail-
ings in order to pay some PAC bills, and I allowed him
until May to comply with my requests.

In this period he refused to take my telephone calls,
and messages left with Laura Halbmaier, Treasurer and
Secretary, went unanswered.

6. In June, 1987, I hired a Virginia attorney to bring pres-
sure onto him to comply. The attorney too was unsuccessful,
until October-November, at which time (and until January,
1988) Mr. Gemma began to leave a total of 12 boxes of
materials at the attorney's office.

7. These boxes did not include:

a. Complete financial records of the Committee (i. e.,
checkbooks, cancelled checks, deposit records);
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f. All of the above replies are my own. I have sup-
plied Mr. Robert Raich of the FEC with the last
known address and telephone numbers of Mr. Gemma,
but have been unable to reach him myself.

Mr. Raich, I hope that this information will help you to deter-
mine the facts in this matter.

I am equally anxious with the FEC to determine the truth in this
matter which you have brought to my attention, to clear the
name of the Committee, and to be able to resume its normal acti-
vities---something I feel I cannot and should not do until these
matters (including the filing of proper Reports for the period
6/87-6/89) are concluded.

Please keep me informed as to the success of your efforts to
locate and contact Mr. Gemma, and to extract the records of the
Committee from him.

If possible, I would like to have those records when and if he
turns them over to you.

Please let me know if there is anything else that I can do at
this juncture.

Sincerely,

(Father) Charles C. Fiore,
Chairman & Treasurer

National Pro-Life PAC
P. 0. Box 4951
Madison, WI 53711-4951

Office: 608-233-7990
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August 7, 1989

BY HAND i
Hon. Danny L. McDonald
Chairman
Federal Election Commission

C 4 999 E street, N.W.
Washington, D.C. 20463

Re: MUR 2191
Free the Eaqle

Dear Chairman McDonald:

Our firm represents Free the Eagle, one 
of the respondents

in the above-referenced MUR. We are writing to you on their

behalf in response to your letter of July 
12, 1989 to Howard

Segermark, Managing Director of Free the Eagle. 
(On July 27,

1989, we requested an extension of time to this 
date within which

to respond to your letter, and on August 
2, 1989, our request was

granted by Lawrence M. Noble, General 
Counsel.)

Your letter states that on June 20, 1989, the 
Federal

Election Commission found that there was 
reason to believe that

Free the Eagle (FTE) violated certain sections 
of the Federal

Election Campaign Act. You provided FTE with the opportunity to

demonstrate that no action should be taken 
against FTE, and

transmitted a subpoena to produce documents and 
an order to

submit written answers. Your letter also invites FTE to pursue

pre-probable cause conciliation.

We note initially that FTE is not a political 
committee, but

rather a nonprofit, mutual benefit corporation, 
organized and

existing under the laws of the State of California. 
The

allegations against it relate to making 
illegal corporate
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contributions as well as contributions in the name of another.
Although the MUR is apparently originated some time ngc, FTE has
just been named as a respondent

Since receipt of your letter, we have endeavored to
investigate each of the charges, and to begin the process of
gathering the information that has been requested.

As you are no doubt aware, the subpoena for documents is

sweeping. In one of the 23 items it seeks all cancellpd checks
and check registers, as well as a statement of the purpose of
each check, from January 1. 1983 through the present . This
request alone encompasses in excess of 20,000 disbtirsetrents, and
entails the proper identification of the purpose of each. The
documents being requested are in three different locations, and
constitute many boxes of records. Some of this infnrmation
antedates current FTE staff and compliance will require research
as well as consultation. The staff time alone to c:omply with
this subpoena would be enormous. Since the MUR ha.s been open for
some time, it would appear that the FEC has already compiled a
substantial file with regard to the allegations it) the Factual
and Legal Analysis. It may be that the concerns of the General
Counsel's office have already been addressed by FTF, or that
certain mistakes which may have been made could be acknowledged,
but it is hoped that these matters can be explored between
counsel in a somewhat less difficult and expensive manner than
has been put forward.

On behalf of Free the Eagle, we would respectfully request
that we be able to pursue pre-probable cause conciliation. We
would be eager to meet with a representative of tho General
Counsel's office to explore resolving this matter by inqreement
at this stage of the proceeding.

S/incer~ly yours,

WJO:gw

cc: Robert Raich, Esquire
Office of General Counsel

Howard Segermark. Managing Director
Free the Eagle
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Federal lection
999 E Street. NW
Washington, D.C.

Gentlemen:

Enclosed are materials
addressed to Neal Blair,
Committee.

recently received by me in the mail
President, Liberation Political Acti-.

I am not now, nor have I ever been an officer of the Liberat,-:n
Political Action Committee, let alone President.

I am returning the materials to you so that you may

the appropriate party.

if you desire further information, I may be reached

639-6378.

Sincerely yours,

Neal P. Plair
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August 9, 1989

Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

In Reference to file: MUR 2191, Neal B. Blair

Gentlemen:

This is in response to your letter dated July 12,
received by me less that IS days ago.

1989 and

I respectfully request for an extension of the response date so
that I can retain legal counsel and accumulate the information
you have requested.

My mailing address is P.O. Box 7291,
normally be reached by telephone at

Sincerely yours

McLean, VA. 22106

NEAL B. BLAIR

and I can
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August 14, 1989

J. Curtis Herge, Esquire
Herge, Sparks, Christopher & Biondi
8201 Greensboro Drive, Suite 200
McLean, Virginia 22102

RE: MUR 2191
Save Social Security Political
Action Committee and Curt
Clinkscales, as treasurer

Dear Mr. Herge:

On July 28, 1989, Save Social Security Political Action
Committee (the "Committee") requested that the Federal Election
Commission permit it to terminate pursuant to 2 U.S.C. S 433(d)

-- and Section 102.3 of the Commission's Regulations. Because of the
ongoing enforcement matter involving the Committee, this request
has been denied. Therefore, the Committee is reminded that it
must continue to file all the required reports with the Commission
until such time as the enforcement matter has been closed as to
the Committee.

If you have any questions, please contact Robert Raich, the
C attorney handling this matter, at (202) 376-8200.

Sincerely,

Lawrence KNoble
General Counsel
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TELEPHONE 1415! 900 6800 TELEPHONE 910) 44O-6.52

August 11, 1989

Mr. Robert Raich
Federal Election Commission CO
Washington, D.C. 20463

Re: MUR 2191 "ago

Dear Mr. Raich:

This letter will confirm our phone conversation of
August 8, 1989, in which I indicated that Jim Parrinello of this" --
office will be representing Gun Owners of America Campaign
Committee and its Treasurer, John H. Hodgson II. Mr. Parrinello
is out of the office this week and will return next week. He is
in our San Francisco office.

This letter also will confirm that Mr. Hodgson received
the subpoena on August 2, 1989, and we wish to obtain an
additional 15 days, to September 1, 1989, to respond to this
inquiry. Files are in storage and must be located and ordered in
order to respond.

Enclosed is a completed "statement of designation of
counsel" for your records.

Very truly yours,

JUDITH SPROUL DAVIS

JSD:bg
Enclosure
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James R. Parrinello

Nielsen, Merksamer, Hodgson, Parrinello & Mueller

650 California Street, Suite 2650

San Francisco, CA 94108

(415) 989-6800

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

comunications from the Commission and to act on my behalf before

the Commission.

8/11/89
Date

33590 --IS NAMU:
AinS:ll~ 8m~

OIM Pa 3033:

BUSIW8 IPK gB
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Gunowners of America Campaign Committee

John H. Hodgson II

770 L Street, Suite 800

Sacramento, CA 95814

(916) 446-6752

C

II
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FEDERAL ELECTION COMMISSION

August 15, 1989

Mr. Neal B. Blair
P.O. Box 7291
McLean, Virginia 22106

RE: MUR 2191
Neal B. Blair

Dear Mr. Blair:

N This is in response to your letter dated August 8, 1969,
which we received on August 11, requesting an extension of time
to respond to the Subpoena and Order directed to you. After

-- considering the circumstances presented in your letter, I have
granted a 20-day extension. Accordingly, your response is due
by the close of business on August 25, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

aVwrence f. Noble
7/ General Counsel
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August 17, 1989

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Q Attn: Robert Raich, Esq.

Re: MUR 2191

Dr. Fred Balitzer, as treasurer

Dear Mr. Noble:

We submit herewith, on behalf of Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer, a request for an
additional fifteen day extension of time to respond to the Order for
Written Answers. Our response is now due on August 21, 1989. We
request an extension of time up to and including September 5, 1989.

Good cause exists for the grant of the extension
requested. As you are aware, the Committee ceased to be an active

NO campaign committee approximately 3 years ago. Although a diligent
search has been made for the records needed to prepare our response,
we have been hindered by various factors, including vacation
schedules of the persons principally involved and, consequently,
additional time is needed to locate and review these records.

We will make every effort to have our response completed
prior to the September 5 due , and if it is, we will file it as
soon as it is complete. [N

JJD:dp
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August 7, 1989

Mr. Robert Raich
General Counsel Office
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

RE: MUR 2191

Dear Mr. Raich:

We would like to request an extension of 30 days to respond
to the Subpoena to Produce Documents, Order to Submit Written
Answers issued by the Commission to Ruff PAC.

The additional time is needed because of circumstances beyond
our control. Our Attorney has decided to withdraw his
commitment to represent us and did so without filing a formal
request for an extension of time. (See Attached) There are
many boxes of documentation for me to examine in order to
document my answers to your questions.

Please advise me on your decision regarding an extension of
time as soon as possible.

Sincerely,

Tammy J.L 1 es
Executive Director

501 Capitol Court, N.E. Suite 100 Washington, D.C. 20002 nnp Is

I'-'



HOWARD J. RUFF, Charman TEL (202) 546-23
FAX: (202) 548.0029

August 7, 1989

Mr. Robert Raich
General Counsel Office
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Dear Mr. Raich:

In response to our telephone conversation held this morning
regarding the Current Treasurer of Ruff PAC, pledse note the
following for the record.

Ruff PAC was unaware that their Treasurer, Charles D. Brooks,
had sent a letter of resignation to the Federal Election
Commission dated February 28, 1989.
Ruff PAC was aware that Charles Brooks was terminated. His
last check was written on March 31, 1989. Shortly following
Mr. Brooks' termination, the President of Ruff PAC, Neal B.
Blair, was also terminated by the Board.

An emergency meeting was called and a new treasurer was
appointed. Ruff PAC informed the FEC of the change by our
correspondence dated March 24, 1989 which removed Charles D.
Brooks as Treasurer and appointed a new Treasurer effective
immediately, as Mark J. Stoddard. (See Attached). It was
logged in by the FEC on the same day.

We later were notified that the FEC still had no record of
our current Treasurer. We resubmitted our information. (See
attached).

I hope this clears up any misunderstandings and the FEC will
update the record.

Please don't hesitate to contact me if you have any
questions.

Thank you.

Sincerely,

Tammy J. yles

Executive Director

501 Capitol Court N.E. Suite 100 Washngton, D.C. 20002 D
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August 17, 1989

James R. Parrinello, Esquire
Nielsen, Merksamer, Hodgson, Parrinello & Mueller
650 California Street, Suite 2650
San Francisco, California 94108

RE: MUR 2191
Gun Owners of America
Campaign Committee and
John H. Hodgson, II, as
treasurer

Dear Mr. Parrinello:

This is in response to Judith Davis's letter dated August
11, 1989, which we received on August 15, requesting an
extension of 15 days to respond to the Commission's Subpoena and
Order. After considering the circumstances presented in that
letter, I have granted the requested extension. Accordingly,
your response is due by the close of business on September 1,
1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Lawrence M. Noble
General Counsel



Mr. Danny L. McDonald
Federal Election Commission
Washington, DC 20462

ATTN: Mr. Robert Raich

RE: MUR 2191
Students for America Political
Action Committee and Chris

Olive, as Treasurer

Dear Mr. McDonald:

Please consider this the response of the Students For America

Political Action Committee to your letter of July 12, 1989,
stating that there was reason to believe that SFA PAC may have
violated certain provisions of the Federal Election Campaign Act
of 1971, as amended.

Here are our answers to your interrogatories and document
requests:

1. Our officers, employees, volunteers, and staff in 1984
included: David Miner, a Campbell University student who
worked as a paid fundraiser and student recruiter; Ross
Stevens, a North Carolina State University student who
assisted Mr. Miner in carrying out his responsibilities;
Chris Olive, treasurer; Darlene Pope, a N.C.S.U. student who
was our office manager; Arthur DeLoach, a N.C.S.U. student
who assisted in administrative duties; and Ralph Reed, who
served as a paid consultant for fundraising and chapter
services.

2. The Helms for Senate employees, volunteers, and officers with
whom I had contact in 1984 were as follows: Alan Williams,
youth director; Allison Blair, high school youth coordinator;
Claude Allen, press secretary. My communications with Alan
were limited to a few lunches we had together shortly after
he came on staff. Alan was a former pastor of a church in
California in which he and I had mutual friends. Our
relationship was personal, not professional. He and I were
both recruiting students on college campuses throughout North
Carolina; he for Helms for Senate, me for Students For
America, but at no time during the campaign did we coordinate
our recruiting, exchange names, or encourage cooperation
between his local leaders or mine. Allison Blair was a friend
of mine who I had met at the College Republican National
Committee convention in Washington in June, 1983. Her father,
Neal Blair, was the director of Free the Eagle, Inc., and
RUFFPAC, and I knew him professionally. Allison and I were
personal friends. We had been out to the movies once or

40so



twice, and I had been to her house for dinner. My contact
with Allison was very limited. She dropped by my office when
she came to Raleigh to interview for the position with Helms
for Senate, and we later had dinner when she returned after
getting the Job. I also offered my apartment to Allison,
giving her permission to stay there while I was out of town
between roughly August 10 and October 15. Beyond that, I had
no contact with Allison until I returned to Raleigh in mid
October and she called me and asked me if I was interested
in printing and distributing some "Reagan-Helms" tee shirts
if her father paid for them, to which I responded in the
affirmative. Claude Allen had been introduced to me in the
spring of 1984 by a mutual friend. Because I was particularly
interested in recruiting black students, and Claude was an
articulate, bright conservative black, I was very interested
in getting to know him. To the best of my recollection, the
only contact I had with Claude was in July or August, when I
called him and asked him to call Jordan Quick, a black student
at Wheaton College in Illinois, who was the national chairman
of Students For America. Jordan was concerned about SFA PAC's
support of Senator Helms in light of the Senator's past stands
on desegregation, and I asked Claude to call Jordan and
explain that the Senator was not prejudiced against blacks.

N I do not think Claude ever made the call; I never followed up
to find out if he did. To the best of my knowledge, there are
no documents that would relate or pertain to these or any
other communications I had with these individuals.

3. To the best of my recollection, I had no contact with any
officer, employee, or agent of Free the Eagle, RUFFPAC, or
Neal Blair during 1984. Allison Blair called me and informed
me of her father's willingness to make a contribution to
SFA PAC for a Helms tee shirt project, and I do not recall
speaking with anyone in Neal's office in Washington about the
matter. The invoice for the tee shirts (copy enclosed) came
in the mail from RUFFPAC, but I did not speak with anyone in
Neal's office about it.

4. The disbursement of $2,715.60 for tee shirts was apparently
improperly classified as an operating expense. It should
have been identified as an independent expenditure of our
ongoing independent campaign for President Ronald Reagan and
Senator Jesse Helms on the campuses. The forms were prepared
by Darlene Pope, a 20-year-old student obviously unfamiliar
with FEC law, and I certainly admit our error in filling out
the form, and would gladly seek pre-probable cause
conciliation on this particular matter.

5. SFA PAC did obtain possession of the tee shirts. It is my
recollection that they came by parcel post in three boxes to
our offices at 3509 Haworth Drive in Raleigh. We received
the tee shirts I believe on October 30, and distributed them



to students at North Carolina State University, Queens
College, University of North Carolina-Chapel Hill, Campbell
University, Duke University, and East Carolina University.
Most of the tee shirts were distributed locally by students
who came by our office and picked them up to give to friends,
SFA activists, and volunteers. Others were given out by me
at UNC-Chapel Hill or N.C. State at membership tables, given
to Students For America recruits as premiums along with our
"Return of Walter Mondale" poster. Finally, probably a third
of' the shirts were packaged and mailed in twos and threes,
along with our "Another Student for Reagan-Helms" bumper
stickers, and shipped to Students For America chapters and
leaders on other campuses that we did not have the time to
visit in the final days of the campaign. Most of the mailing
was handled by me or our volunteers, but I do recall that
Allison Blair came by one evening to assist us in this
process, and she mailed an armload of the tee shirts for us,
for which she was duly reimbursed by a check from SFA PAC,
(see copy of check *241). See the enclosed statements by
Dave Fazio, the chairman of our chapter at UNC, and Ross
Stevens, a leader of our chapter at NC State, for their own
statements regarding the receipt and distribution of the tee
shirts on those campuses, which incidentally is where most of
the shirts were distributed.

6. 1 have no recollection of any communication, beyond a letter
of thanks for the contribution, with any person concerning
the donations of Free the Eagle or RUFFPAC beyond the
aforementioned phone call with Allison Blair. I did not

'f) solicit, nor did I particularly desire, contributions from
Neal Blair's lobby organization or political action
committee because I recognized the problems of an independent
expenditure campaign receiving donations from such groups
that might have contributed to Helms for Senate. As far as

C, the allegation that Neal contributed to us because he was
reaching the maximum contribution level to Helms for Senate,
it was certainly a secret to me. I read the public accounts
in the newspapers of who the largest contributors to the Helms
campaign were, both PACs and individuals, and I never saw
RUFFPAC or Neal Blair listed. Therefore, when I received a
phone call from Allison about the tee shirts project, I
assumed that Neal wanted us to do the project because Helms
for Senate would not earmark his contribution to that purpose.
They would have spent his contribution on buying television
commercials, not printing tee shirts and distributing them
on the campuses. It was not, in my view, a matter of trying
to dodge a legal maximum contribution, but more a practical
matter of having the project done by someone who would do
it properly. Had I thought that Neal intended to use SFA PAC
to effect an in-kind contribution to Helms for Senate, I
would never have accepted either the tee shirts or the money.

7. Allison Blair conducted no activities on behalf of SFA PAC,



except that previously mentioned, namely, taking some tee
shirts to the post office for us on one occasion.

8. The only disbursement made to Allison Blair was that already
mentioned, a check for $47.62 to reimburse her for postage
for some tee shirts mailed to students on various college
campuses that we did not have time to visit. The reference
to the receipt book on check *241 refers to a notebook I
kept with photocopies of all invoices, receipts, and other
documents pertaining to PAC checks. That notebook has
apparently been misplaced in the four and a half years since
I left SFA. If we do find it, and the receipt for the postage
for the tee shirts, I will send it posthaste.
The allegation that SFA PAC or SFA, Inc. paid for Allison's

expenses during her employment with Helms for Senate is simply
false. As I indicated, Allison was a personal friend of mine.
I allowed her to stay in my apartment from roughly August 10
until October 15 free of chre I would have allowed her
the use of my apartment had she come to Raleigh to work for
IBM, or any other company, as long as I was out of town. This
was a personal arrangement, having nothing to do with SFA PAC,
Helms for Senate, RUFFPAC, or any other political group. There
was no Q~jjd p~ &M2 formally or informally, with either
Allison or Neal Blair regarding her use of my apartment. I
paid my rent personally during that entire period, and Allison
paid the utilities, and she also had a phone installed (I did
not even have the money for a phone at the time), which she
had turned off when she left. I did not solicit, nor would I
have accepted any contribution from anyone as payment for

0 Allison's use of my apartment.

NT 9. Ralph Reed, Jr., consultant to SFA PAC for fundraising and
chapter services during 1984, and currently a Ph.D. candidate
in American history at Emory University, answered all of the
interrogatories, and composed them himself. The answer to

Pr) question *5 benefited from the recollections of Darlene Pope,
Bruce Gregory, Dave Fazio, and Ross Stevens.

In conclusion, let me add that the Reagan-Helms independent
expenditure campaign of Students For America PAC was conducted
without the foreknowledge, approval, or participation of any
responsible official, employee, or volunteer working with Helms
for Senate. SFA had its own agenda; its own modus operandi; its
own staff; and its own budget. We had no interest in working
with Helms for Senate because we feared they might seek to
control us, limit our activities, or determine our policy. The
Reagan-Helms campaign consisted of the "Return of Walter Mondale"
poster, the "Another Student For Reagan-Helms" bumper stickers,
and the "Reagan-Helms '84" tee shirts. (See attached invoices
and checks for the bumper stickers and tee shirts). All these
items were distributed on college campuses throughout North
Carolina by our staff members and volunteers through our network



of chapters. As Ross Stevens states in his enclosed testimony
(and it was a point that I made repeatedly), the Helms campaign
disappeared on November 6, 1984; we, however, would continue.
Therefore, it was absolutely essential that neither our finances
nor our activities be determined directly or indirectly by
officials of the Helms campaign.

The extent to which that I had contact with Allison Blair on
the tee shirt project, which amounted to a phone call and a visit
to our office, hardly constituted collusion between a Helms
campaign official and SFA PAC to effect an in-kind contribution
to Helms for Senate from Neal Blair. For collusion to occur in

the legal sense, SFA PAC would have first had to deal with a

designated fundraiser, treasurer, campaign manager, campaign
chairman, or some other person in a position of responsibility
and authority with Helms For Senate. Allison Blair was anyone
but such an individual. She was, after all, only 17 years old;
she was a low-level intern who licked stamps for the Helms
campaign. To my knowledge, neither Alan Williams nor any of
Allison's superiors at Helms for Senate had any knowledge
whatsoever of the tee shirts, who paid for them, or who
distributed them; I certainly never spoke to anyone about the

:0 project. In the waning days of the Helms campaign, tee-shirts
were about the furthest thing from their minds that I can
imagine, particularly since they never saw or received them.

Students For America Political Action Committee never
knowingly or with intent or impunity violated federal election

- law. Students For America is one of the finest groups of young
people in this country today, and none of its officers, including
me, would ever do anything to bring dishonor or disrepute on this
group or the fine principles for which it stands.

Thank you for your consideration of this matter, and please
feel free to contact me if I can assist you in clearing up any
additional questions you may have in the future.

RR/jay



W. Ross Stevens, M.D.
400 Alexander Ave., #2A
Durham, NC 27705
August 9, 1989

Ralph Reed
904 A Clubhouse Cir., West
Atlanta, GA 30032

Dear Ralph,

It has come to my attention that questions have been raised concerning the role

of Students For America (SFA) in the Helms For Senate (HFS) campaign with regard

to the 'Y' shirts distributed by SFA in the fall of 1984.

I was involved with SFA on several levels in 1984. At that tim, I was a student

at North Carolina State University (NSJ) and was one of the leaders of SFA at
NC=J. During the previous samer, I had worked part-time in the SFA office,
and during the fall I freuently did volunteer work there.

SFA was a young organization; we had chapters mainly in the Southeast. As a
oiservative political group, we edrsed conservative cendidates for office,
including President Reagwn, Senator Helms, and (now) Governor lbrtin in North
Carolina. Our purposes in cm aign invol2ent were to recruit mership for
SPA by pr widing an avenue for college students to make their views known and
to help the candidates we enrsed.

Most of our f aing through sales of posters we had publJshd, hmver
we also submtted jvposals to many individuals and arganizations for ad itional
funds. We often rcived in-kind contributions frc groups-usually books,
leaflets, or buttons on various issues--which we used as pzrilms for our members.
There were never strings attached to these gifts.

We were given 'Y' shirts by a group called, I believe, RuffPAC. The shirts were
in two colors: white with a blue and pink design, and tan with a blue and green
design. The front said "Reagan Helms" and the back "Give 'em Helm on November
6." I still have one. We distributed the shirts on canpuses through our chapters
at NCSU, tNC, ECU, Wake Fbrest, and Cmpbell. They were used as recruitment
material for the ma kership, as awards to students active in SFA, and for staff

at meetings, rallies, and dunstrations. I personally must have given out 50

or 100 of them to NCSU students. At no time did I or anyone else that I know
of consult with HFS concernin the distribution of the shirts, nor did they even
attempt to instruct us on their use. Nor did the people at RuffPAC.

Of course, I knew some of the HFS staff people and often volunteered to lick

stamps, fold flyers, etc. for the camaign. However, the activities of SFA on

behalf of Helms or any other candidate ware entirely our own. The ideas,

personnel, materials, advertisements, and press releases all were origionated

by our ow members and resources. We valued our independence very highly,
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because w knew that ore the elections were over, the campaigns would be
gone. Our goal was not only to help win elections. Our goal was to build a
netwrk of students to provide a conservative voice on our college --ptses
for years to come. SFA was nt a part of HFS or of any other campaign.
And any material we distributed while I was involved were for our own
use and benefit.

Sincerely,

W. Ross Stevens, M.D.

. " 1 .1. --M M .-- , .-.-- -- -, -, -, -- , , s - . . -I ..7 1 ."



318 E. 78th St. Apt. 12
New York, New York 10021
July 20, 1989

Mr. Ralph Reed
904A Clubhouse Circle West
Atlanta, GA 30032

Dear Ralph:

This is to place in writing our telephone conversation on July19 concerning my role in Students For America and theReagan/Helms campai gn.

As chapter chairman of Students For America in 1984, 1 receivedCN Reagan/Helms bumper stickers and T-shirts from you that were tobe distributed to our campus members at the University of North- Carolina. I understood that this was a project of the StudentsFor America PAC and was done independently of any other PAC orcampaign. As I mentioned to you on the phone, the shirts werei-O very popular among our members and were worn the last weeks ofthe campaign to promote President Reagan and Senator Helms at11,10UNC--Chapel Hill.

If I can be of any further assistance, feel free to call me at
(212) 794-3092.

Sincerely,

David L. Fazio
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The undersigned submits the follving .tatements under ai
and this in response to the interrogatories and dooment requ4et
made by the FEC in the above-named matters

Ia. Concerned Americans PA.C possesses no documents regarding
receipt of a $3,000 contribution from RUFF PAC on October 23,
1986 or regarding the making of a contribution to the Jim Hanson
Committee on October 23, 1986.

lb. The Treasurer of Concerned Americans PAC was not involved
in the donation and has no direct knowledge of the circumetanoes
surrounding it.

2. The curr*nt Treasurer had no comunication with
repr*entatives of RU?? PAC.

3. Concerned Americans PAC has no responsive i p

4e Mr. Lee LaHay., treasurer of Concerned Am t s'L
reslon"ded to all questions.

Date/ 44L
Treasurer, c

p.

WMV
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August 4, 1989

Mr. Lawrence M. Noble
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D. C. 20463

ATTN: Mr. Robert Raich

RE: MUR 2191

Dear Sirs:

Enclosed are my responses to your ORDER TO SUBMIT
WRITTEN ANSWERS.

If you have further questions, please write me at:
4505 Falls of the Neuse Road, Raleigh, North Carolina,
27609.

MLS:e

'a'
ljm4rs~



1. Yes

a. She assisted in the Youth Campaign for 13 weeks. I have
found no record of specific activities.

b. Attached.

2. a. Helms for Senate Committee received a contribution from
RUFFPAC. I have found no record of any other communication
with these people or groups.

b. Other than their contribution, I have found no record
of communication.

CN 3. a. Helms for Senate Committee made two contributions to
Students for America in 1984. One contribution in
May, 1984 and one in July, 1984. Total contributions
were $1,500.

I have personally met Mr. Ralph Reed, whom I believe
is associated with Students for America. I do not
recall if the meeting was in 1984 or after 1984.

Helms for Senate Commiittee had a staff of over 100
people, if any of them were in contact with any of these
people or groups I have no additional knowledge or record
of it (other than is outlined in 4b below).

b. During my meeting with Ralph Reed, he discussed his
interest in setting up a political action committee
and a foundation. I do not remember if this was in
reference to Students for America or something else.

I have found no record describing any communication
other than the contributions.

4. To my knowledge, Helms for Senate Campaign was not in possession
of any of the T-shirts.

a. N/A

b. I have no knowledge of their purchase or distribution.I

have found no records relating to them.

Mr. Carter Wrenn was contacted by Mr. Ralph Reed and was
sent a copy of your correspondence dated July 12, 1989.
We have no knowledge of the T-shirt purchase or distribution
beyond what is in your correspondence. Mr. Wrenn informs
me he has no other knowledge of the T-shirt purchase or
distribution. Neither he nor I know if your information



Page 2

is accurate.

5. 1. Mark Stephens

la. Mark Stephens

lb. Documentation and Mark Stephens

2a. Mark Stephens

2b. Mark Stephens

3a. Mark Stephens

3b. Mark Stephens

4. Mark Stephens

4a. Mark Stephens

4b. Mark Stephens and Carter Wrenn

5. Mark Stephens

Mark Stephens

Sworn and signed before me;

7oo Notary Publif
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ATTACHMENT

Allison Blair was hired on August 10, 1984 at $600 per
month salary. our records indicate she was 18 years
old at the time of employment.

The following amounts were disbursed to Allison
Blair by Helms

8/31 ,184 -

9/15/84 -

9/30/84 -

10/15/84 -

10/31/84 -
11/15/84 -

8/23/84
C\3 8/30/84

9/21 /84
9/27/84
10/10/84
10/18/84

11/1/84

for Senate.

367.76
270.34
270.34
270.34
270.34
270.34

16.73
49.20
35.60
18.03
13.60
17.60
59.60
15.12

payroll
payroll
payroll1
payroll
payroll
payroll

expense report
expense report
expense report
expense report
expense report
expense report
expense report
expense report

lb.
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August 21, 1989

BY HAND

Robert Raich, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W., Sixth Floor RIP

-- Washinqton, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Mr. Raich:

I am writing in follow-up to our telephone conversation of
August 9, 1989, concerning our client's written request submitted
August 7, 1989, to enter into pre-probable cause concitiation
with the Federal Election Commission.

1sXrinq that conversation, you advised me that the Office of
General Counsel may oppose our request for pre-probable cause
conciliation due to your view that certain factual matters had
not been adequately explored, and that certain discovery was
necessary prior to commencing that process. I explained to you
the enormous financial burden that full compliance witt, the
FEC's subpoena and order to submit written answers would impose
on Free the Eagle (FTE). We discussed those items of discovery
that FTE can reasonably comply with expeditiously, including the
specific items of information that your office feels tc be most
important to know at this stage, prior to pre-probable cause
conci li ation.

Accordingly. we would like to withdraw ouir request for pre-
probable cause conciliation at this time, in crder to attempt to
provide your office with the information that it fpels would be



most important to the FEC, with the intention of reinstituting
our request for pre-probable cause conciliation after the Genernl

Counsel's office has had an opportunity to review our initial

response to the subpoena.

Additionally, on behalf of FTE, we would like to Peek an

extension of time of at least thirty days from the date on which

you advise us whether this approach is approved by the FEC within
which to make FTE's initial response to the ordered discovery.
As we discussed, this initial response would focus on the less

sweeping items contained in your subpoena, which would allow FTE

to at least defer (if not eliminate the need for) incltrring the

enormous costs of furnishing you the details of Pvez-y cne of the

tens of thousands of expenses incurred by FTE since 1983, and the

responses to the other similar questions numbered 3 and 10

through 20.

We are hopeful that your review of the informatior that we

provide as set forth above will enable your office to recommend
to the FEC that pre-probable cause conciliation be entered into
with FTE, thereby rendering unnecessary the other disccvery
requested.

Sincerely yours,-4
William Olson

WJO•gw

Enclosure

CC: Howard Segermark, Managing Director
Free the Eagle
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Gent lesMm:
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daed July 10 19s9.
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1 My :,.,rrent residence and b,iness sddress is Post. Office Box
,291, M:Lein, VA. 22106, My c,.rrent, residence and business
teephone r,.,mber is In the event that there

ii insw. -er, I so takin9 messages at (2O2) 639-6?39.

2. Alli-,_cn Blair's b,sines- a'nd re.1en.:e r,mbers ere the same

a-s mine.

-I do ,-,t have ,--cess te -,py ,f the lease ,c.r docl.,ments

pertaining to the lease. I do n.ot know who paid the
sec,rity ,epo7st, I wrote et e st :,ne che,:k to.= the

apartment management whi,:h %my :r mey no. have been a
sec,-:rity deposit. I hsve made t -er,:h for ,:.ncelled :hecks
bitt so far have been ..mable t,: locate anythin .

4. Normally when I made contact with the Helms for Senate

Cf) Committee, I sppoke with Mr. Carter Wrenn or Mr. Thomas

Ellis. Sometimes I spoke to other individlels bit I do not.

recall their names.

S, Same answer as ').

6. I do not know who served as Treessrer of the Liberation

Political Action Conmittee,.

L0 7. 1 do not know details concerning persons who served as

treesvrer of Liberation Political Action Committee.

93. I have ass Amed that their board of directors, made their

contribition deci ions.

9. 1 do not have access to the records of R'fff-PAC to supply
yov with this information.

10. Charles Brooks ceased being treas,.re.r becalse his employment
was terminated.

11, I do not have copies of timesheets for the periods stated.

12. My work that benefited the Hers,-hensohn for Senate Committee

was part of an effort that an l,.ed a large n.mber of
candidates for federal and staste office and took place
,l+ring the spring and glmmer :,f 1986 and included phone

calls of s,pport for him and other federal and state
candidates, 9s.%h as asking f,:.r v,.o,,nteers and endorsements
and sending direct contribAions. D'.ring that period of

tzime, I received my normel iqlry from Rvff-PAC and Free the
Eagle. I do not have access to the records to identify the
persons that assisted me. I ass.,me thet it. would have
incl,.'dJ.ed all of o'-r st-aff e time.
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14. To th. beat of my knowledge, I do not, have, ac~s W to
documnts roqwwotod in (m) Oa-avsh W.

IS. I hove, not eOn*etod anyone in roffrvnc* to information
r*"ted in items- (o) *.fhrouh (k).



FEDERAL ELECTION COMMISSION
WASHING 1ON. 0 C 10*

August 23, 1989

Ms. Tamay J. Lyles
Executive Director
RUFFPAC
501 Capitol Court, N.E., Suite 100
Washington, D.C. 20002

RE: MUR 2191
RUFF Political Action
Committee and Mark
Stoddard, as treasurer

Dear Ms. Lyles:

This is in response to your letter dated August 7. 1989,
which we received on August 17, requesting an extension of 30
days to respond to the Commission's Subpoena and Order. After
considering the circumstances presented in your letter, I have
granted the requested extension. Accordingly, your response is
due by the close of business on September 1, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.



HOWARD J. RUFF, Chairnan TEL: (202) 548-0023
FAX: (202) 546-0029

August 25, 1989

Mr. Robert Raich
General Counsel Office
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

RE: MUR 2191

Dear Mr. Raich,

Please find attached response to the Subpoena to Produce
Documents, Order to Submit Written Answers issued by the
Commission to Ruff PAC State and its treasurer.

Thank you.

Sincerely,

Tammy J. Lyes
Executive Director

Attachments

K300PEPAG501 Capitol Court, N.E. Suite 100 Washington, D.C. 20002
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Tamy J

Busines
Washingl

Resident
22207,

HOWARD J. RUff, Chame TEL (202)54-
FAX (202) 546-0

RISPONSE TO KULI2.9:

SUSPONIA TO PRODUC3 DOCUNTB,
ORDER TO SUBMIT WRITTEN ANSWER8

ponses by:

ones Lyles:

s Address: 501 Capitol Court, NE, Suite 100,
Lon, D.C. 20002, (202) 546-0023.

tLial: 2117 N. Brandywine Street, Arlington, VA

023
029

'a

:7=

Occupation: Executive Director, Ruff Political Action
Committee, Ruff PAC State. (Effective: 3/24/89)

AUGUST 25, 1989

501 wiloI Court KE Suh 100 W IAngton. D.C. 20002
nn
UU P



HELPFUL BACKGROUND INFORMATION:

Ruff PAC State and Ruff Political Action Committee share the
same federal identification number. They operate with
different bank accounts. Ruff PAC State account is a
depository for corporate contributions to help candidates at
the state level.

We have produced all documents that are available to us which
include 1983 through 1987. Our 1988 records are currently in
the hands of auditors. We will produce them as soon as they
are returned to us.

Request #1:

Identify your treasurer.

Response (See attached):

Mark J. Stoddard, 757 S. Main Street, Springville, UT 84663,

NRequest #2:

Identify all of your officers and directors for all time

periods from January 1, 1983, through the present.

Response (See attached):

The only documentation found on officers and directors was
found from "Statement of Organization" sections which were
filed with the Commission for Ruff Political Action
Committee. Ruff PAC State is a subset of Ruff Political
Action Committee. Therefore, dates of change-overs are

Mapproximate.

1980 Incorporated as:

Howard J. Ruff, P.O. Box 2000, San Ramon, CA 94583-
Chairman

John Terry Jeffers, P.O. Box 2000, San Ramon, CA 94583-
President

Clifford Brokaw, P.O. Box 2000, San Ramon, CA 94583 - Member
of Board

Neal B. Blair, 2500 Old Crow Canyon, #121, San Ramon, CA
94583 - Treasurer

I.



RESPONSE -Page 2

1984:

Howard J. Ruff - Chairman

Neal B. Blair - President

Harold Goode, 13924 Braddock Road, Centreville, VA 22020-
Treasurer

Mark J. Stoddard - Asst. Treasurer

Howard J. Ruff -Chairman

Neal B. Blair -President

William T. Jacobs, 11244 Waples Mill Road, Suite J. Fairfax,
VA 22030 - Treasurer

Mark J. Stoddard - Asst. Treasurer

1986:

Howard J. Ruff, Target Publishing,, Inc.,, P.O. 31,
Springville, UT 84663 - Chairman

Neal B. Blair, 7221 Churchill Road, McLean, VA 22101-
President

Mark J. Stoddard, The Jefferson Institute, 7575 Main Street,
Springville, UT 84663 - Vice President

Robert Allen, The Allen Group,, 145 East Center, Provo, UT
84601, - Member of the Board

Richard Stratford, 20005 Stradella Road, Los Angeles, CA
90024 - Member of the Board

William T. Jacobs - Treasurer

1987:

Howard J. Ruff - Director

Richard Stratford -Director

Mark J. Stoddard -Director

Neal B. Blair - Director

I I I



0
RESPONSE - Page 3

Howard Segermark, Free the Eagle, 25 E Street, NW, 8th Floor,
Washington, D.C. 20001, (202) 683-0080 - President

William T. Jacobs, Free the Eagle, 25 E. Street, NW, 8th
Floor, Washington, D.C. 20001, (202) 683-0080-
Secretary/Treasurer

1988 - April/March 1989:

Howard J. Ruff - Chairman

Neal B. Blair - President

Mark J. Stoddard - Vice President

Charles D. Brooks, 1111 Arlington Blvd., #341 West,
Arlington, VA 22209, (703) 528-4384 - Treasurer/Executive
Director

March 1989 - Present

Howard J. Ruff - Chairman

Mark J. Stoddard - President/Treasurer

Taumy J. Lyles, 501 Capitol Court, NE, Suite 100, Washington,
D.C. 20002, (202) 546-0023 - Executive Director

I, Tammy J. Lyles, the undersigned, being of age, do of
my own personal knowledge acknowledge, swear to the best of
my ability, that the aforementioned statements are declared
to be true and the documents produced are complete as
pretaining to our records.

By: UUk •
TAMMY J. LES
EXECUTIVE IRECTOR

, --NTEf-4 F-.
DATE: Y-55*

Then personally appeared ,
who acknowledged and signed the foregco , .fore me.

(Notary Seal)
Notary Public

rN
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August 24, 1989

C/,I CI

7,.

Robert Raich, Esq.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

N Dear Mr. Raich:

In accordance with our telephone conversation of August 22,
the purpose of this letter is to request an extension of time
to supplement the responses which we provided on August 18 to
the Interrogatories addressed to Concerned Americans PAC.
Because of the upcoming Labor Day holiday, an extension of time
to on or after September 8, 1989 would enable us to supplement
the information provided and obtain the necessary signature from
Lee LaHaye, who returns to the office on September 7.

truly yours,

Alan P. Dye



In f,,rther response to yo.,;r 1,:estons n.nmbered I-1S, dat.ed J111y
10, 1969 end a fllow-mp telephone ceil from your office:

1, My c.,rrent residence snd bl.,slness address is
end the telephone nJmber is

If there is no answer, I em taking messages
at. t202)9-.V7. I am sabmittinq this address with the
express u-nderstonding that my home address be kept,
confidential and that in the event this case becomes F,Jblic,
it will be removed from the record.

2. Some a e nvmber one tl} above.

3. I have made a search for the lease and for the check or
c:hecks in relation to this apartment and have not been able
to find them. I believe that they may be in the possession
of Fre.e the Eagle. I do not remember who paid for the
security deposit.

4. Most of my conversations with the Helms campaign were with
Mr. Carter Wlrenn or Mr. Thomas Ellis. On occasion, I spoke
to other individuals bt I do not remember their names.
The lost time I spoke to Mr. Wrenn he covid be reched at
the Congressional Club in Raleigh, North Carolina. The lost
time I spoke to Mr. Ellis he was listed as an attorney-at-
law in Raleigh, North Carolina. I do not have their
specific addresses in my files.

S. Bame as number fovr (4) above.

6. 1 do not know what individuals have served as treasurer of
the Liberation Political Action Committee.

7. I do not know circumstances concerning when anyone may have
ceased being treoasurer of the Liberation Political Action
Committee.

B, I assume that the members of the board of directors made
their decisions. I am not s.re b,.ut I believe their board
included Mr. John Houston, Mr. Andrew Eiva, and Mr. Daniel
Flynn.

9. I do not have access to the records, b, Mr. Paul Langerman

and Mr. Mark Stoddard may have served during this period of
tIme. I would have no wey .-.f knowing the precise dates of
when they may have served.



.......-

io. Charles Brooks coesed being treasurer becevse his eomployment
yeas tairmnt4ed. Him employment yes terminet.d becee staff
and other opers tin costs were being cut beck because of
declining revenues. I tor-insted hia in ay capecity as

President.

11. I do not have ecc*se to any of the subject t.ie tbeeto.

12. Nfy work that benefited the HIerebensooh for Senate Camittee
ve* prt of on effort that, included ae large wbe of
. sdidetwe for federl m #toat* office end tOkpla4t
during the oWing end sumer of 1M end incli.a. te
meet ins mh 0e t lest one ftndreiving eyet s" ot Joe^"
on* $It1e6teer *e"*ion, esking for volvntme' end- Wd~
end nstdino direct ontrib'utions.
I me . arm at a f m,,eer in "
Calif-ri" *n again an the vwing ot-'

77 vpisary. I also met vitih fte. &W a .R -

N6114e180 Is omraip amaerI -at Pie home. 4
of tic. in Santem mw, Califrnies,end "in, I. - h

Heabnsolws on tMW 01vsU I of thO 001 fosmni M 1 d
not v member t, st 'I Other ite ob th. .
1I toelked to. Dwifi that PerioWlld of ties I #*Vda
normal salary fom tf f-te O hre the &*le. 4. - et
huve access to the raord to identify the pirseea Uth
essistod me. To the best of my recollectionl t. eff
inclvded Allieon Sleir an Dniel Flynn, how* a =
that all of ow eteff helped at the ,ime.

13. I have made a diligent oerch of my recordo end oaot find
any documents that relate to this period of tim. I believe
that .ll such documents would be in the possession of Ruff-
PAC.

14. Bame as (13).

IS. I did not consult, with anyone in regard to providing
information for my onaver- to (1) through (14).
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FEDERAL ELECTION COMMISSION

DCSENSITIVE

August 22, 1989

TO: The Commission

FROM: Lawrence M. Noble11
General Counsel

SUBJECT: NUR 2191
American Heritage Centre, Inc.

04 1. BACKGROUND

On June 20, 1989 the Commission found reason to believe
American Neritage Centre, Inc. ("ARC') knowingly and willfully
violated 2 U.S.C. 9S 441b(a) and 441f, and approved a Subpoena

LO and Order to ABC. At that time the Commission also, aroved a
letter to ANC'I former attorney and a Factual and "eIC
Analysis, both of which concerned ABC as well as other
respondents the attorney represented.

The attorney has now withdrawn from this matter, returning
AHC's Subpoena and Order to the Commission. (Attachment 1)
This Office proposes to send the subpoena and Order to meal
Blair, ARC's President and one of its four Directors, along with
a letter and Factual and Legal Analysis tailored to ARC
alone. Aproval of a new Factual and Legal Analysis is
necessary because the previous Factual and Legal Analysis needed
to be revised to discuss ABC only rather than the three
respondents it originally discussed.

I I. RECONNNDATION

Approve and send the attached letter and Factual and
Legal Analysis.

Attachments
1. Attorney's withdrawal
2. Letter
3. Factual and Legal Analysis

Staff Member: R. Raich

7 -~



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

American Heritage Centre, Inc.
MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on August 25,

1989, the Commission decided by a vote of 5-0 to approve

and send the letter and Factual and Legal Analysis, as

recommended in the General Counsel's Report dated

August 22, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald, and

McGarry voted affirmatively for the decision; Commissioner

Thomas did not cast a vote.

Attest:

Date A Marjorie W. Emmons
/Secretary of the Commission

Received in the Secretariat: Wednesday, August 23, 1989 at 11:13 a.m.Circulated to the Commission: Wednesday, August 23, 1989 at 4:00 p.m.Deadline for vote: Friday, August 25, 1989 at 4:00 p.m.

14



BIBO t mtl 06
FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463 SENSITIVE

August23, 1989

TO: The Commission

FROM: Lawrence M. Noble/l

General Counsel

SUBJECT: MUR 2191
Herschensohn for U.S. Senate and

Dr. Fred Balitzer, as treasurer

I. BACKGROUND

On June 20, 1989 the Commission found reason to believe
Herschensohn for U.S. Senate (the "Committee") and Dr. Fred
Balitzer, as treasurer, violated 2 U.S.C. 5 441a(f). On that

04 date the Commission also approved an Order to Submit Written
Answers directed to these respondents.

The respondents' replies were originally due on July 31. I
- They requested and received an 20-day extension until August 21

(Attachment 1). The respondents have now requested an
additional IS-day extension until September S (Attachment 2).
Because such an extension would exceed 30 days past the original
due date, Commission action is required to grant that extension.

It is the position of this Office that such an-extension is
C-1 appropriate. Counsel states the time is needed duo to vacation

schedules of the Committee's principals and the difficulty of
obtaining records. Accordingly, this Office recommends that the
Commission grant the requested extension.

II. RECONNENDATIONS

1. Grant Herschensohn for U.S. Senate and Dr. Fred
Balitzer, as treasurer, an additional 15-day period
within which to respond the Commission's Order to
Submit Written Answers.

2. Approve and send the attached letter.

Attachments
1. First extension
2. Second extension request
3. Proposed letter

Staff Menber: R. Raich



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Herschensohn for U.S. Senate
and Dr. Fred Balitzer, as
treasurer

MUR 2191
)

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on August 28,

1989, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2191:

1. Grant Herschensohn for U.S.
Senate and Dr. Fred Balitzer,
as treasurer, an additional
15-day period within which to
respond to the Commission's
Order to Submit Written
Answers.

2. Approve and send the letter as
recommended in the General
Counsel's Memorandum dated
August 23, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald and

McGarry voted affirmatively for the decision. Commissioner

Thomas did not cast a vote.

Attest:

Date

Received in the Secretariat:
Circulated to the Commission:
Deadline for vote:

I',' Marjorie W. Emmons
Secretary of the Commission

Thursday, August 24, 1989,
Thursday, August 24, 1989
Monday, August 28, 1989

11:06
4:00
4:00



FEDERAL ELECTION COMMISSION
WASHINGTON 1) ( 1046)

August 30, 1989

John J. Duffy, Esquire
Piper & Marbury
1200 Nineteenth Street, N.w.
Washington, D.C. 20036

RE: MUR 2191
Herschensohn for U.S. Senate

and Dr. Fred Balitzer, as
treasurer

Dear Mr. Duffy:

This is in response to your letter of August 17, 1989,
requesting an extension until September 5 to respond to the
Order to Submit Written Answers in this matter. After
considering the circumstances presented in your letter, the
Commission has granted the requested extension. Accordingly,
your response is due by the close of business on September 5,
1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.



FEDERAL ELECTION COMMISSION
WASHINCTON. D C 461

August 30, 1989

Alan P. Dye, Esquire
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

RE: MUR 2191
Concerned Americans PAC and

Lee K. LaHaye, as treasurer

Dear Mr. Dye:

This is in response to your letter dated August 24, 1989,
which we received on August 28, requesting an extension until
September 8 to supplement your response to the Commission's
Subpoena and Order in this matter. After considering the
circumstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on September 8, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.



initi FEDERAL ELECTION COMMISSION
A N4pIN.q 1 04 t

September 6, 1989

CERTIFIED RAIL
RETURN RECEIPT REQUESTED

Neal B. Blair, President
American Heritage Centre, Inc.
P. o. Box 7291
McLean, Virginia 22106

RE: MUR 2191
American Heritage Centre,

Inc.

Dear Mr. Blair:

On June 30, 1986, the Federal Election Commission found

reason to believe American Heritage Centre, Inc. violated 2 U.S.C.

55 441b(a) and 441f, provisions of the Federal Election Campaign

Act of 1971, as amended (*the Act*).

On June 20, 1989, the Federal Election Commission found

reason to believe American Heritage Centre, Inc. knowingly and

willfully violated 2 U.S.C. 55 441b(a) and 441f. The Factual and

Legal Analysis, which formed a basis for the Commission's

findings, is attached for your information.

Under the Act, you have an opportunity to demonstrate that no

action should be taken against American Heritage Centre, Inc. You

may submit any factual or legal materials that you believe are

relevant to the Commission's consideration of this matter.

Statements should be submitted under oath. The response to the

enclosed Subpoena to Produce Documents and Order to Submit Written

Answers must be submitted within 15 days after your receipt of

this letter. Any additional materials or statements you wish to

submit should accompany the response to the Subpoena and Order.

In the absence of any additional information which

demonstrates that no further action should be taken against

American Heritage Centre, Inc., the Commission may find probable

cause to believe that a violation has occurred and proceed with

conciliation.

If you are interested in pursuing pre-probable cause

conciliation, you should so request in writing. See 11 C.F.R.

$ 111.18(d). Upon receipt of the request, the OfTT-ce of the

General Counsel will make recommendations to the Commission either

proposing an agreement in settlement of the matter or recommending

declining that pre-probable cause conciliation be pursued. The



Neal B. Blair
Page 2

Office of the General Counsel may recommend that pre-probable
cause conciliation not be entered into at this time so that it may
complete its investigation of the matter. Further, requests for
pre-probable cause conciliation will not be entertained after
briefs on probable cause have been mailed to the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

If you have any questions, please contact Robert Raich, the

attorney handling this matter, at (202) 376-8200.

Sincerely,

--- /

Danny L.' McDonald

Chairman

Enclosures
Factual and Legal Analysis
Subpoena and Order



* 0
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) 4MUR 2191

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

TO: American eritage Centre, Inc.

Pursuant to 2 U.S.C. S 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Subpoena. Legible

copies which, where applicable, show both sides of the documents may

be substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Office of the General Counsel, Federal Election Commission,

999 E Street, N.W., Washington, D.C. 20463, along with the requested

documents within 15 days after your receipt of this Order and

Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand in Washington, D.C. on this &Qiday of

1989.

Danny 1. McDonald, Chairman
Federal Election Commission

ATTEST:

Marjorie w. Emmons
SecretaT to the Commission



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: American Heritage Centre, Inc.

I. BACKGROUND

On June 30, 1986, the Commission found reason to believe

American Heritage Centre, Inc. ("AHC") violated 2 U.S.c.

55 441b(a) and 441f in connection with a $2,950 loan David O'Mara

made to RUFF Political Action Committee ("RUFFPAC"), for which he

was reimbursed by AHC.

Pursuant to 2 U.S.C. 5 441b(a), it is unlawful for any

corporation to make a contribution in connection with a federal

election. Pursuant to 2 U.S.C. 5 441f, no person may make a

contribution in the name of another person.

II. ADDITIONAL FINDINGS

David OtNara, William Jacobs, Neal Blair, and Charles Newton

have all admitted that they loaned money to RUFFPAC with proceeds

of monies they received from AHC. RUFFPAC eventually paid back

the loans to each of the four men, and they, in turn, repaid AHC.

The timing of the repayments varied substantially -- from 34 days

after the date of the original AHC payment in the case of David

O'Mara, to nearly eight months after the original AHC payment in

the case of William Jacobs.

Specifically, the facts underlying the violations are as

follows: On September 24, 1985, O'mara, Jacobs, and Blair

received $3,000, $3,500, and $4,000 respectively from AHC, and

with that money they loaned slightly lower amounts ($2,950,



-2-

$3,225, and $3,925) to RUFFPAC. Subsequently, on October 29,

1985, the transaction was reversed with respect to O'Mara, with

RUFFPAC repaying O'Mara $2,950, and O'Mara repaying AHC $3,000.

The transactions were similarly reversed with respect to Blair on

May 7, 1986, and Jacobs on May 20, 1986.

AHC and RUFFPAC then utilized the same scheme again, using

Charles Newton as a conduit. Specifically, on February 11, 1986,

AHC loaned $775 to Newton, and with that money Newton loaned $759

to RUFFPAC. The process was reversed on April 11, 1986, with

RUFFPAC repaying Newton and Newton repaying AHC.

RUFFPAC reported the transactions only as loans from O'Mara,

Jacobs, Blair, and Newton. RUFFPAC never reported AHC as the

source of the funds.

According to William Jacobs, it was Neal Blair's idea to have

employees sake loans to RUFFPAC with proceeds of loans from AHC,

and at Blair's direction, Jacobs initiated the transactions.

During the time period in which the transactions took place, Neal

Blair was one of two officers and one of four directors of AHC.

He was also President and Chief Executive Officer of RUFFPAC.

Blair appears to have known that the transactions were not

legal. Mr. Blair reportedly directed that AHC's loans to

individuals were to be different in amount than the individuals'

loans to RUFFPAC, because if they were both for the same amount it

would have appeared that AHC'S loans were *earmarked" (Blair's

term), and he did not want them to so appear.

The conduits from AHC to RUFFPAC viewed the exchanges of

checks as a single transaction. Jacobs, for example,



-3-

categorized them straightforwardly as donations to RUFFPAC with

proceeds of loans from AHC.

As previously mentioned, the Commission has already found

reason to believe that AHC violated 2 U.S.C. S 441b(a) and 441f

in connection with these activities. In accordance with the

discussion above, the Commission now finds reason to believe that

AHC knowingly and willfully violated 2 U.S.C.SS 441b(a) and 441f.



FEDERAL ELECTION COMMISSION
WASHINGTON DC 20461

August 30, 1989

William J. Olson, Esquire
Gilman, Olson & Pangia
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Free the Eagle

Dear Mr. Olson:

This is in response to your letter dated August 21, 1989,
requesting an extension to respond to the Subpoena and Order in

this matter. After considering the circumstances presented in
your letter, I have granted the requested extension.
Accordingly, your response is due by the close of business on
October 2, 1989 for all questions except questions 10 through
20. In response to question 3, you may produce check registers
only at this time. Furthermore, you must answer questions 10

- through 20 by the close of business on November 15, 198.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Lawrence M.
~General Counsel
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LAW OFFICES OF

NIELSEN, MERKSAMER,
HODGSON, PARRINELLO & MUELI

A rARTNAERSHIP INCLUDING PROFESSIONAL CORPORATIONS

650 CALIFORNIA STREET SUITE 2650

SAN FRANCISCO, CALIFORNIA 94108

TELEPHONE (4151 090-6800

September 1, 1989

VIA FACSIMILE AND FEDERAL EXPRESS

Robert Raich, Esq.
Federal Election Commission
Washington, D.C. 20463

Re: MUR 2191
Gun Owners of America Campaign Committee coo
and John H. Hodgson, II, as Treasurer r"

•

Dear Mr. Raich: C

As we discussed on Wednesday, I am faxing to you g
interrogatory and subpoena responses and declarations in the <=
above-entitled matter. I am simultaneously Federal Expressing
the original declarations to you and you should receive them on
Tuesday. As mentioned in the interrogatory response, my clients
are very reluctant to provide their home telephone numbers and
addresses. People in California are particularly sensitive to
disclosing this information due to a recent event in which a
noted actress was murdered when she opened her front door; her
assailant obtained her home address from public files kept by the
Department of Motor Vehicles. In lieu of providing this
information, I will be glad to arrange for in person or
telephonic interviews with each of the persons listed; each one
is affiliated with the respondents and I will be representing
them.

I look forward to talking with you after you have had a
chance to review the enclosed materials.

Very truly yours,

JamesR. arrinello

JRP/sf r

Enclosures

SACRAMENTO

-7 I UI- 44' Z -77
FILE NUMBER



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) Mur: 2191

GUN OWNERS OF AMERICA CAMPAIGN ) RESPONSE TO
COMMITTEE and JOHN H. HODGSON, III INTERROGATORIES AND
AS TREASURER ) DOCUMENT REQUESTS

Gun Owners of America Campaign Committee ("the Committee")

and John H. Hodgson, III Treasurer, respond to the

Interrogatories and Document Requests as follows:

1. You reported receiving a $5,000 contribution from RUFF

Political Action Committee on October 18, 1984, and making a

$5,000 contribution to Dick Armey for Congress on October 18,

1984.

a. Produce all documents that in any way relate,

pertain, or refer to the receipt, making, authorization, or

transmittal of such contributions.

b. Identify the person who authorized you to make

such contribution.

RESPONSE TO NO. 1:

a. Attached hereto as Exhibits A through F are all

documents responsive to this request. Copies of official

campaign reports concerning these contributions are not attached

because they are already in the Commission's possession.

-- -.- Adomfiffiend



Additionally, in 1984 the Committee maintained separate

informational files (containing press clips, etc.) on many

Congressional campaigns and it is likely that such a file was

maintained concerning the Ariney campaign. However, those files

are no longer in the Committee's possession and likely were

discarded shortly after the 1984 election.

b. The person who authorized the contribution to Dick

Arxney was William Saracino, the Executive Director of the

Committee.

2. Describe all communications you had in 1984 with RUFF

Political Action Committee, Neal Blair, or agents thereof.

RESPONSE TO NO. 2.

During 1984, Mr. Saracino had numerous information-gathering

conversations with conservative political leaders throughout the

United States who were interested in gun-control related issues;

one of those persons likely was Neal Blair of RUFF PAC. The

discussions with these persons concerned gun control and related

conservative political issues and candidates across the country

and did not concern the making of campaign contributions;

specifically, such discussions did not involve the making of a

$5,000 contribution to Dick Armey by the Committee. There was no

discussion with Mr. Blair or anyone else from RUFF PAC that the

Committee would make contributions to any particular candidate

including candidate Armey. To the best of our knowledge and

belief, there were no communications other than Mr. Saracino's,

although it is possible that a fundraising solicitation letter



was sent to RUFF PAC, as set forth in more detail in the

declaration of William Saracino submitted herewith.

3. Produce all documents that in any way relate, pertain

or refer to communications you had in 1984 with RUFF Political

Action Committee, Neal Blair, or agents thereof.

REPOSETONO. 3

See exhibits attached hereto.

4. Separately with regard to each question above, identify

the natural person responding to the question and identify each

person who provided any information used in responding to the

question.

RESPONSE TO NO. 4.

Bill Richardson, Chairman and founder of the Committee

Current occupation: Chairman, Computer Caging Corporation

Business address: 5457 Diablo Way, Sacramento CA 95842

Business telephone: (916) 334-9839

Responses 1-4.

William Saracino, formerly Executive Director of the Committee

Current occupation: Deputy Director, California Department

of Commerce

Business address: 1121 L Street, Suite 600, Sacramento, CA

95814

Business telephone: (916) 322-0410

Responses 1-4.



Sam Paredes

Current occupation: Assistant Director, Department of

Commerce

Business address: 1121 L Street, Suite 600, Sacramento, CA

95814

Business telephone: (916) 322-3594

Responses 1-4.

John H. Hodgson, II, former Treasurer of the Committee

Current occupation: Partner in law firm of Nielsen,

Merksamer, Hodgson, Parrinello & Mueller.

Business address: 770 L Street, Suite 800, Sacramento, CA

95814.

Business telephone: (916) 446-6752

Dave Bauer, current Treasurer of the Committee

Current occupation: Accountant

Business address: 1121 L Street, Suite 1000, Sacramento, CA

95814

Business telephone: (916) 447-4489

Responses 1, 4.

Home addresses and telephone numbers are not included for

personal privacy reasons but telephonic or personal interviews

with each person listed can be arranged through counsel, James

Parrinello.



VERIFICATION

I, Dave Sauer, declare as follows:

I am the Treasurer of Gun Owners of America Campaign

Committee, one of the respondents in this action, and as such am

authorized to make this verification. I have read the foregoing

Response to Interrogatories and Document Requests and believe its

contents to be true and accurate.

Executed on August 31, 1989, at Sacramento, California.

I declare under penalty of perjury under the laws of the

State of California that the foregoing is true and correct.

Dave Bauer



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) Mur: 2191)
GUN OWNERS OF AMERICA CAMPAIGN ) DECLARATION OF
COMMITTEE and JOHN H. HODGSON, II, ) WILLIAM E. SARACINO
AS TREASURER ))

William H. Saracino declares under penalty of perjury as

follows:

1. I am currently the Deputy Director, Department of

Commerce, State of California. During 1984 I was the Executive

Director of the Gun Owners of America Campaign Committee ("the

Committee").

2. During 1984, I was in charge of the Committee's

contribution-related activities. The Committee supported

politicians who support the right to bear arms on the state and

national level. As Executive Director, I spoke with various

conservative political leaders across the country to discuss gun

control related issues and candidates who support the right to

bear arms. These informal discussions were one means of

obtaining information about candidates for public office with

similar beliefs who had a reasonable prospect of success. One of

the numerous people that I spoke with in this regard during 1984

was Neil Blair of RUFF PAC. In addition to these informal



discussions, I carefully followed various election campaigns in

an attempt to appraise the likelihood of success of various

candidates. Among other things, I received and reviewed up to a

dozen publications each week that provided updates on election

campaigns across the country. My purpose in obtaining this

information was to assist me in determining where the Committee's

resources would do the most good. I prepared a profile to guide

me in terms of contributions to U.S. House of Representative

races; my highest priority was to support conservative, anti-gun

control challengers to vulnerable incumbents and also such

challengers in elections for open seats.

3. The $5,000 contribution to Dick Armey made in 1984 fit

within my profile. Dick Armey was a candidate in the 26th

Congressional District in Texas and supports the right to bear

arms. He was running against a vulnerable incumbent, Democrat

Vandergriff. In 1982, Mr. Vandergriff won election to Congress

by a very narrow margin, approximately 300 votes. (I am informed

that according to the Congressional Quarterly, the actual vote

total was 69,782 to 69,438.) The closeness of the 1982 election

results made it reasonable to assume that Mr. Vandergriff would

be vulnerable to a serious challenge in 1984. As election day

drew closer in 1984, it was clear that Mr. Armey had a very good

chance of unseating the Democratic incumbent. This was one of

the few situations in the entire country where a right-to-bear

arms advocate had such an opportunity. For that reason, I



authorized a $5,000 contribution to the Armey campaign. In fact,

Mr. Armey won the election by 6,000 votes (126,641 to 120,451).

4. I am informed from reviewing the Commission's Factual

and Legal Analysis that I authorized the Armey contribution on

the same day that the Committee received a $5,000 contribution

from RUFF PAC. There was, however, no prearrangement,

coordination or earmarking between the Committee and RUFF PAC. I

did not speak to anyone from RUFF PAC concerning the making of

the Committee's $5,000 contribution to Dick Armey. Although it

is difficult to construct events occurring five years ago, the

great likelihood is that I did not even know that RUFF PAC had

made a contribution at the time I authorized the making of the

contribution to Armey. This is because the Committee's

operiions were such that incoming contribution checks were

received at a location approximately 20 miles away from my office

and it generally would be days if not weeks before I received a

list of specific incoming checks and contributions.

5. I believe that the timing described in the Commission's

Factual and Legal Analysis was simply coincidence. I have

reviewed our campaign report filed during the period in question.

The report shows that we received eight separate contributions of

$5,000 each during the period between October 18 and November 2;

three of those $5,000 contributions (one of which was RUFF PAC's)

were received on October 18, 1984 and the $5,000 Armey

contribution and $6,000 in independent expenditures (also

involving candidates with gun control positions) were made on



that day. In the last weeks before the election, it was my

practice to establish a priority list for the Committee's

campaign-related expenditures and contributions, and to authorize

such disbursements as soon as we had sufficient funds available,

the amount of which I would check daily. Dick Armey was one of

our highest priorities. Since his election, he has been one of

the strongest Congressional proponents of the right to bear arms.

6. The Committee typically engaged in various types of

pre-election fundraising solicitations. Although I do not know

precisely what may have prompted the eight contributions of

$5,000 each, I recall in 1984 we prepared a series of high-

quality, highly-targeted, individually addressed letters asking

for contributions. I signed Bill Richardson's name to these

letters with his permission. These were sent to targeted

individuals believed to be able and likely to make substantial

contributions. To the best of my recollection, these letters did

not state that the Committee would make particular contributions

to any candidate. Although we did not keep copies of these

letters, it is possible that one may have been sent to Howard

Ruff, Neil Blair and/or RUFF PAC and prompted the RUFF PAC

contribution.

7. Our attorney and Treasurer, John Hodgson, made us very

aware of federal laws concerning coordination, earmarking and

directed contributions. We carefully avoided engaging in such

activities.



8. Our interest in Texas' 26th Congressional District

originated in 1982. As I recall it, the 26th District was newly

created as a result of reapportionment and was an open seat

(i.e., without an incumbent) in 1982. Our campaign report shows

that we made a $500 contribution to Republican candidate Jim

Bradshaw on October 27, 1982, who narrowly lost to Democrat

Vandergriff.

I have personal knowledge of the facts stated herein, except

as to those facts stated on information and belief, and if called

as a witness I would and could competently testify thereto. I

declare under penalty of perjury that the forgoing is true and

correct.

Executed in Sacramento, California on this 31st day of

August 1989.

william E. Saracio

44A.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) Mur: 2191

GUN OWNERS OF AMERICA CAMPAIGN ) DECLARATION OF
COMMITTEE and JOHN H. HODGSON, II, ) BILL RICHARDSON
AS TREASURER)

Bill Richardson declares under penalty of perjury as

follows:

1. I am a retired California State Senator and the

Chairman and founder of the Gun Owners of America Campaign

Committee. I am a conservative Republican, glun owner and hunter

and have personal relationships with many people of like-minded

views across the country. I founded the Campaign Committee to

advance the rights of citizens to own firearms. In 1984, I had

no discussions with anyone from RUFF PAC, or in fact with anyone

at all, about the fact that the Committee would make

contributions to any candidate, including Dick Armey. our

Executive Director, Bill Saracino, had control over the making of

the Committee's contributions. I did not, either directly or

indirectly, instruct or advise Bill to make a contribution to the

Armey campaign. I doubt I even knew that a contribution was made

to Armey, or received from RUFF PAC, until well afterwards. Dick

Armey has been an active and ardent supporter in Congress of the



right to bear arms.

I have personal knowledge of the facts stated herein, except

as to those facts stated on information and belief, and if called

as a witness I would and could competently testify thereto. I

declare under penalty of perjury that the foregoing is true and

correct.

Executed in Sacramento, California on this 1st day of

September, 1989.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) Mur: 2191

GUN OWNERS OF AMERICA CAMPAIGN ) DECLARATION OF
COMMITTEE and JOHN H. HODGSON, II, ) JOHN H. HODGSON, II
AS TREASURER)

John H. Hodgson, II, declares under penalty of perjury as

follows:

1. I was the Treasurer of the Gun owners of America

Campaign Committee ("the Committee") in 1984. I am now and was

then an attorney in private practice specializing in election and

campaign law. In 1984 I was familiar with the requirements of 2

U.S.C. § 441f and related provisions of the law concerning making

contributions in the names of other persons or knowingly allowing

one's name to be used to effect such contributions and I advised

the Chairman and Executive Director of the Committee thereof.

2. To the best of my recollection, belief and knowledge,

there were no communications between myself and any person

associated with RUFF PAC during the 1984 election cycle. I am

aware of no connection whatsoever between the receipt by the

Committee of the RUFF PAC contribution of $5,000 and the

Committee's contribution of $5,000 to then-Congressional

candidate Dick Armey.



3. Based upon my reading of the Commission's Factual and

Legal Analysis, I am aware that on October 18, 1984, the

Committee received a $5,000 contribution from RUFF PAC and, on

that same day, the Committee made a $5,000 contribution to Dick

Armey for Congress. The contribution to Mr. Armey was expressly

authorized by Bill Saracino, the Executive Director of the

Committee, in accord with Committee practices. (See Exhibit F to

Response to Interrogatories and Document Requests.) To the best

of my knowledge and belief, the same-day timing was a coincidence

and nothing more. The Committee's report for the period

10/18/84-11/26/84 shows that the Committee received three

separate contributions of $5,000 each all on the same day,

October 18, 1984. These were received from RUFF PAC, Melissa

Raff and William Raff, both of Los Angeles. The Committee paid

out $11,000 on the same day: a $5,000 contribution to Dick Armey

for Congress, and $6,000 for independent expenditures concerning

Senatorial campaigns. The Committee's report shows that a total

of eight contributions of $5,000 each were received by the

Committee in the two week period between October 18 and

November 2, 1984. 1 am not aware of any prearrangement,

earmarking or coordination between RUFF PAC and the Committee.

I have personal knowledge of the facts stated herein, except

as to those facts stated on information and belief, and if called

as a witness I would and could competently testify thereto. I



declare under penalty of perjury that the forgoing is true and

correct.

Executed in Sacramento, California on this 1st day of

September, 1989.

Joh 1 H. Hodgson, I



PIPER & MARBURY *V5P-S
1200 NINETEENTH STREET. NW.

WASHINGTON. D. C. 20036
202-861-3900

TILECOPIEN 202-223 - 2065

CABLE PIPERMAR WSH

TELEX 904246

1100 CHARLES CE NT I F4 -

JOHN J DUFFY 36 SC'>rHV CHA-_t , .TRT

Z),QfCT &- ,.mef 1 BALTIMORE, MARYLAND 21201

20o2 . :. :, September 5, 1989 %(, 59

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission .
999 E Street, N.W. -"
Washington, D.C. 20463

Attn: Robert Raich, Esq.

Re: MUR 2191

Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer

Dear Mr. Noble:

We submit herewith, on behalf of Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer, a further extension
of time to respond to the Order for Written Answers. Our
response is now due on September 5, 1989. We request an
additional 10-day extension of time, up to and including
September 15, 1989.

Good cause exists for the grant of the extension requested.
Although a diligent search has been made for pertinent records,

• . we have still not completed that search. Consequently,
additional time is needed to prepare our response.

Sincerely

SJohn .Du

JJD:dp



FEDERAL ELECTION COMMISSION
WASHIN( T(N I)( 2O)4h

September 
8, 1989

John J. Duffy, Esquire
Piper & Narbury
1200 Nineteenth Street, N.W.
Washington, D.C. 20036

RE: MUR 2191
Herschensohn for U.S. Senate

and Dr. Fred Balitzer, as
treasurer

Dear Mr. Duffy:

This is in response to your letter of September 5, 1989,
requesting an extension until September 15 to respond to the
Order to Submit Written Answers in this matter. After
considering the circumstances presented in your letter, I have
granted the requested extension. Accordingly, your response is
due by the close of business on September 15, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincerely,

Lawrence H. Noble
General Counsel
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Mr. Robert Raich
General Counsel Office
Federal Election Commissio
999 E Street, NW
Washington, D.C. 20463

RE: MUR 2191

Dear Mr. Raich,

The attached respon
Documents, Order to Subm
Commission to Ruff Poli
treasurer is to replace th
1989.

None of the respons
change is this copy has be

Please advise me of a

Thank you.

Attachments

501 Capitol Court, N.E. Suite 100 Washin

I. TEL (202) 546-0023
FAX: (202) 54-0029

September 8, 1989

n

se to the Subpoena to Produce
it Written Answers issued by the
tical Action Committee and its

e copy you received on September 1,

es have been altered. The only
en notorized.

ny future responsibilities.

Sincerely,

Tammy J. t les
Executive Director

igton, D.C. 20002 n p[-3[UEJEJAG
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R(HOWARD J. RUFF, Chnm TEL: (202) 54-0023

FAX (202) 546-0oO

RU81PONB3 TO KU LIPA:

SUDPOENA TO PRODUCB DOCWZ iTS,
ORDER TO fSIRT WRITTEN ANSWR8

RU?? ]POLITICAL ACTION COKKITTEE

All Responses by:

Tammy Jones Lyles:

Business Address: 501 Capitol Court,
Washington, D.C. 20002, (202) 546-0023.

Residential:
22207,

NE, Suite 100,

2117 N. Brandywine Street, Arlington, VA

Occupation: Executive Director, Ruff Political Action
Committee, Ruff PAC State. (Effective: 3/24/89)

SEPTEMBER 1, 1989

501CapoCow N.E. SuflO0 Wmhlngon D.C. 20002



HELPFUL BACKGROUND INFORM4ATION:

We have produced all documents that are available to us which
include 1983 through 1987. Our 1988 records are currently in
the hands of auditors. We will produce them as soon as they
are returned to us.

Request #1:

Identify all of your trustees, officers and directors for all
time periods from January 1, 1983, through the present.

Response (See attached):

The only documentation found on officers and directors was
found from "Statement of Organization" sections which were
filed with the Commission for Ruff Political Action
Committee. Ruff PAC State is a subset of Ruff Political
Action Committee. Therefore, dates of change-overs are

- approximate.

1980 Incorporated as:

-Howard J. Ruff, P.O. Box 2000, San Ramon, CA 94583-
Chairman

John Terry Jeffers, P.O. Box 2000, San Ramon, CA 94583-
President

Clifford Brokaw, P.O. Box 2000, San Ramon, CA 94583 - Member
of Board

Neal B. Blair, 2500 Old Crow Canyon, #121, San Ramon, CA
94583 - Treasurer

(N 1984:

Howard J. Ruff - Chairman

Neal B. Blair - President

Harold Goode, 13924 Braddock Road, Centreville, VA 22020-
Treasurer

Mark J. Stoddard - Asst. Treasurer

Robert Allen - Director

1, .



MUR 2191 - Page 2

1985:

Howard J. Ruff - Chairman

Neal B. Blair - President

William T. Jacobs, 11244 Waples Mill Road, Suite J, Fairfax,
VA 22030 - Treasurer

Mark J. Stoddard - Asst. Treasurer

1986:

Howard J. Ruff, Target Publishing, Inc., P.O. 31,
Springville, UT 84663 - Chairman

Neal B. Blair, 7221 Churchill Road, McLean, VA 22101-
President

Mark J. Stoddard, The Jefferson Institute, 7575 Main Street,
Springville, UT 84663 - Vice President

Robert Allen, The Allen Group, 145 East Center, Provo, UT
84601, (801) 373-8000 - Member of the Board

Richard Stratford, 20005 Stradella Road, Los Angeles, CA
90024 - (213) 270-4360 - Member of the Board

William T. Jacobs - Treasurer

1987:

Howard J. Ruff - Director

Richard Stratford - Director

Mark J. Stoddard - Director

Neal B. Blair - Director

Howard Segermark, Free the Eagle, 25 E Street, NW, 8th Floor,
Washington, D.C. 20001, (202) 683-0080 - President

William T. Jacobs, Free the Eagle, 25 E. Street, NW, 8th
Floor, Washington, D.C. 20001, (202) 683-0080-
Secretary/Treasurer
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1988 - April/March 1989:

Howard J. Ruff -Chairman

Neal B. Blair -President

Mark J. Stoddard - Vice President
Charles D. Brooks, 1111 Arlington Blvd., $341 West,
Arlington, VA 22209, (703) 528-4384 - Treasurer/Executive
Director

March 1989 - Present

Howard J. Ruff - Chairman

Mark J. Stoddard - President/Treasurer

Tammy J. Lyles, 501 Capitol Court, NE, Suite 100, Washington,

D.C. 20002, (202) 546-0023 - Executive Director

Request #2:

Produce you Charter, Bylaws, and Articles of Incorporation.

Response:

See attached.

Request #3:

Produce all of you financial statements, audits, budgets,
budget projections, and management studies for any period
from January 1, 1983 through the present.

Response:

See attached.

Request #4:

You reported making a $2,915.60 disbursement on October 25,
1984, to "Students for a Better America".

a. State in detail the purpose of that disbursement.
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Response:

The documentation which was found in the files indicates that
the contribution to Students for a Better America or Students
for American was made to cover the cost of Reagan/Helms T-
Shirts. Mr. Neal B. Blair is probably the only one that can
explain the entire circumstances behind this contribution.

b. Produce all documents that in any way relate,
pertain, or refer to that disbursement or the
purpose of that disbursement.

Response:

See attached.

Request #5:

You reported making disbursements to Students for America
- Political Action Committee on May 16, 1986, June 6, 1986, and

June 10, 1986.

a. State in detail the purposes of those
disbursements.

r')
Response:

These were wire transfers. From the documentation submitted
you will see that the only explanation given is
"contribution". Once again, Mr. Neal Blair authorized and
requested these contributions to be made. He is the only one
who knows the purpose behind these contributions. I would
like to say, that Students for America is a very good
political youth group that represents the same ideals that
Ruff PAC does. They share the same philosophies and have
worked on similar projects as Ruff PAC.

b. Produce all documents that in any way relate,
pertain, or refer to those disbursements or the
purposes of those disbursements.

Response:

See attached.

k- - ;-- I - - -- -
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Request #6:

Separately with regard to each of the following disbursements
your reported - -

1. College Republican National Committee (November 15,
1984)

2. College Republican National Fund (October 17, 1984)
3. Black PAC (October 30, 1984
4. CPAC (February 3, 1983)

a. State the full name, address and name of the
treasurer of the recipient committee.

Response:

Item numbers 1, 2, and 3, to the best of my knowledge, do
represent the full name of the committees. However, Item #4
is not a political Action Committee. CPAC stands for
Conservative Political Action Conference. I do not have any
documentation that discloses information regarding addresses
or name of the treasurers. I attempted, through directory
assistance, to locate telephone numbers of these
organizations, but did not succeed. CPAC is located in
Alexandria, Virginia.

b. Produce your cancelled checks constituting the
disbursements.

Response:

See attached. There is not a check for the CPAC reported

expense.

Request #7:

State in detail the purpose of each of the following
disbursements:

a. 3,000 from Ruff PAC to National Pro-Life PAC on
April 26, 1984.

Response:

Documentation found in our files shows nothing other than
this is a contribution. Mr. Neal B. Blair or Mr. Harold
Goode are probably the only two that remember this expense
and can pin-point specifics.
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b. 5,000 from Ruff PAC to Gun Owners of America
Campaign Committee on October 16, 1984.

Response:

Documentation found in our files shows nothing other than
this is a contribution. Mr. Neal B. Blair or Mr. Harold
Goode are probably the only two that remember this expense
and can pin-point specifics.

C. 5,000 from Ruff PAC to Financial Freedoms Political
Action Committee (FIFE-PAC) on October 23, 1984.

Response:

U-) Documentation found in our files shows nothing other than
-this is a contribution. Mr. Neal B. Blair or Mr. Harold

Goode are probably the only two that remember this expense
t^1 and can pin-point specifics.

d. 750 from Ruff PAC to Students for American
Political Action Coimmittee on November 19, 1984.

tJ) Response:

A letter in our files indicates that Mr. Blair requested and
authorized this expense to cover the expenses incurred by his
Daughter Allison. Ms. Blair was probably working on a
project that involved Ruff PAC and the Students for America.

e. 1,100 f rom, Ruf f PAC to Liberation Political Action

Committee on December 5, 1985.

Response:

our records do not indicate that expense. We have a record
of $500 dollars on December 5, 1985. The purpose is listed
as a transfer and is authorized by William T. Jacobs. No
other reason is indicated.

f. 3,900 from Rluff PAC to Liberation Political Action
Committee on May 23, 1986.

Response:

This transaction is recorded as a loan for postage, etc. It
was requested by Neal B. Blair and approved by William T.
Jacobs.

K
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g. 1,920 from Ruff PAC to Save Social Security
Political Action Committee on October 7, 1986.

Response:

Documentation indicates that this was a contribution for
radio commercials requested by John Houston and approved by
William T. Jacobs.

h. 80 from Ruff PAC to Save Social Security PAC on
October 20, 1986.

Response:

No Documentation found only lists this expense as a
contribution. Requested by Bradley Sant and approved by

- William T. Jacobs.

1. 3,000 from Ruff PAC to Concerned Americans PAC on
October 22, 1986.

- Response:

!n) Listed as a Contribution. Requested by William T.
Jacobs/Neal B. Blair approved by William T. Jacobs.

Request #8:

Produce all documents that in any way relate, pertain, or
refer to the disbursements listed in question 7.

01-1 Response:

See attached.

Request #9:

Explain in detail the method used to ensure that you paid
your share of administrative expenses, so that you would not
receive in-kind contributions from other organizations.

Response:

Depending on the activity level of the PAC (ie. election year
or non-election year) staff , etc., a percentage of expenses
was allocated to the PAC. The attached documentation will
show the various breakdowns used over the years.
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Request #10:

Identify all persons who have served as your treasurer since
March of 1989 and state the time periods during which each
such person served as treasurer.

Mr. Mark J. Stoddard was appointed treasurer on March 24,
1989. Ruff PAC held an emergency meeting on this date to
settle all matters. The president, Neal B. Blair was
suspended from his duties, Charles D. Brooks was removed as
treasurer, and I (Tammy J. Lyles) was appointed as the new
Executive Director. Ruff PAC was unaware that Mr. Brooks had
sent a letter to the FEC in late February or early March
resigning as treasurer. The Ruff PAC Board removed him on
March 24, 1989 and appointed a new treasurer.

Request #11:

Explain in detail all circumstances by which Charles Brooks
may have ceased being your treasurer.

Response:

Mr. Brooks was terminated as Executive Director/Treasurer
because the President did not feel he was doing his job. Mr.

*? Brooks' employment with Ruff PAC ended officially on March24, 1989 when Mark Stoddard met with him, agreed with Neal B.
Blair's action, confirmed his termination and stepped in as

C-7 treasurer.

I, Tammy J. Lyles, the undersigned, being of age, do of
'my own personal knowledge, swear to the best of my ability,

that the aforementioned statements are declared to be true
and the documents produced are complete as pertaining to our
records. ByBy:

TAMMY J. L LESEXECUTI- IRECTOR

District of Columbia
City of Washington DATE: septr 6" gr /98'

Then personally appeared /Qmrfn J I es
who acknowledged and signed the foregoin,, befor me.
(Notary Seal) A f_ AU A

N y Publicubli

My Co----on Expues December 14, 191
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ALAN POTE
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FRANK N. NORTHAM

GERARD P. PANARO
JOHN W. HAZARD. JR

CHARLES M. WATKINS
ROBER1 N. SKELTON
M N K. WCBSTP
ANNE D. POPE

W w
LAW OFFICES FF1

WEBSTER, CHAMBEILIN & BEAN

1747 PENNSYLVANIA AVENUE, N. %7

WASHINOTON, D. C. 20008

(202) 785- 9500
FAX: (202) 835-0243

September 12, 1989

( ,; '.

Robert Raich, Esquire
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

9St*1 !j,

89 SEP 14. AM

CHARLES E r 14AMBERLAIN

A L C, 0tTON

-

ca -

IU

CR

Dear Mr. Raich:

Attached are the revised responses which you requested.
Please let me know when you have inquired of the Commission
concerning the issuance of immunity or other assurance that this
will remain a civil matter.

ruly yours,

Alan P. Dye

cc: Mr. Lee K. LaHaye

Attachment
APD/kls

C &~

10:21.

11 -1 1 ;



BEFORE TIHE FEDERAL ELECTION COMMISSION

In the Matter of: )
) 7 R 2191

CONCERNED AHIERICANS PAC )

RESPN'ENf'.S ANSWERS TO INTEFKOGATORUS
ANi) DOCUMENT REQUESTS

1. You reported receiving a $3,000 contribution from
RUFF Political Action Committee on October 23, 1986, and
making a $3,000 contribution to Jim Hansen Committee on
October 23, 1986.

a. Produce all documents that in anj way relate,
pertain, or refer to the receipt, making, authorization
or transmittal of such contributions.

Response:

Concerned Americans PAC possesses no documents regarding

receipt of a $3,000 contribution from RUFF PAC on October 23,

1986, or regarding a contribution to the Jim Hansen Committee on

October 23, 1986. A cancelled check may exist for the contribu-

tion to the Hansen Committee, but the bank does not routinely

provide Concerned Americans PAC with cancelled checks.

b. Identify the person who authorized you to make such
contr i b'ution.

Response:

The present treasurer was not involved in Concerned Americans

PAC at the time that the contribution was made and has no personal

knowledge concerning its authorization.

2. Describe all communications you had in 1986 with RUFF

Political Action Committee, Neil Blair, or agents thereof.

Response:

The current treasurer had no contact with representatives of

RUFF PAC.
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3. Produce all documents that in any way relate, pertain
or refer to communications you had in 1986 with RUFF Political
Action Committee, Neil Blair, or agents thereof.

Response:

No such documents have been found.

4. Separately with regard to each question above, identify
the natural person responding to the question and identify
each person who provided any information used in responding
to the question.

Response:

Mr. Lee LaHaye, current Treasurer of Concerned Americans

PAC, provided all of the responses set forth above. Mr. LaHaye

was not Treasurer of the Committee at the time of the events in

question and has no direct knowledge of such events.

Mrs. Tim LaHaye was President of the Committee in 1986.

Because a knowing violation of the sort being investigated in

this Matter Under Review could be referred to the Department of

Justice, Mrs. LaHaye chooses to exercise her right not to testify

at this time. If adequate assurances can be given to Mrs. LaHaye

that no such referral is intended, she has indicated that she

is willing to cooperate completely with the Commission in its

inquiry.

Lee K. LwaHaye

DISTRICT OF COLUMBIA, ss:

I, Joanne Y. Deschenes, a Notary Public, hereby certify that on the 13th day of
September, 1989, personally appeared before me, Lee K. LaHaye, Treasurer of Concerned
Americans PAC, who signed the foregoing Respondent's Answers to Interrogatories and
Document Requests, hereby swears the aforesaid answers to be true and correct to the
be6t of his knowledge.

My coeission expires October 14, 1991
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DON1NA LNN MILLCR
DAN£ H. K AMSM'

Jonathan Bernstein, Esq.
Assistant General Counsel -.

Federal Election Commission
999 E Street, N.W. C2 '

Washington, D. C. 20463 *Q

Re: MUR 2191; Save Social Security
Political Action Committee and
C. C. Clinkscales, III, as
Treasurer

Dear Jonathan:

As a consequence of our conversation over the telephone
'0 on Friday, September 1, 1989, I am submitting to you herewith the

supplemental Affidavit of C. C. Clinkscales, III, the Treasurer
of Save Social Security Political Action Committee.

By this Affidavit, Mr. Clinkscales has disclosed to the
(7 Commission everything he knows about the receipt and

disbursement, in 1986, of the contribution from RUFFPAC to Save
Social Security Political Action Committee. While I do not think
this second Affidavit was necessary, the evidentiary weight of
Mr. Clinkscales two affidavits clearly leads to the inescapable
conclusion that this matter should be closed as to our clients.

Sin/ lyyour/

J. Curtis ~rgz

:sbl

Enclosure

cc: Mr. C. C. Clinkscales, III
(without enclosure

L,•



BEFORE THE FEDERAL ELECTION COMMISSION

)
SAVE SOCIAL SECURITY POLITICAL )
ACTION COMMITTEE )

)
and ) MUR 2191

)
C. C. CLINKSCALES, III,
its Treasurer,

)
Respondents.

AFFIDAVIT OF C. C. CLINKSCALES, III

COMMONWEALTH OF VIRGINIA )
) ss:

COUNTY OF ARLINGTON )

C. C. CLINKSCALES, III, being duly sworn, deposes and

says:

1. That your deponent is the Treasurer of Save Social

Security Political Action Committee (hereinafter "the Committee")

and was the Treasurer of the Committee in 1986, the year relevant

to the facts here under review.

2. That your deponent makes and submits this Affidavit

to the Federal Election Commission as a supplement to his

Affidavit dated July 24, 1989, in order to further the

investigation by the Commission into the matters under review in

MUR 2191.

3. That there is no individual associated with the

Committee, other than your deponent, who has any direct knowledge

-1-



of the facts relating to the receipt by the Committee, in

October, 1986, of two checks from RUFFPAC or of the decision by

the Committee to contribute to the Chavez campaign.

4. That the Committee made a contribution to the

Chavez campaign in October, 1986, when funds first became

available to the Committee, because your deponent had a long

standing personal friendship with Linda Chavez and her husband,

Chris Gersten. Your deponent had been in frequent communication

with both Chavez and Gersten on personal and political matters;

and, had made a personal contribution to the Chavez campaign.

After the Committee received the first check from RUFFPAC in the

amount of $1,920.00, your deponent was the sole individual who

made the decision that the Committee should contribute an equal

amount to the Chavez campaign. Neither RUFFPAC, nor any

individual affiliated or associated with RUFFPAC, proposed,

suggested or directed your deponent or the Committee to

contribute to the Chavez campaign or discussed or mentioned the

Chavez campaign with your deponent.

5. That the only communications in 1986 between your

deponent and the Committee, on the one hand, and RUFFPAC and its

agents, on the other hand, were as stated in paragraph 6 of your

deponent's Affidavit dated July 24, 1989. Even though the male

caller advised your deponent that RUFFPAC was willing to donate

$2,000.00 to the Committee if the Committee were still seeking

support, your deponent made no effort to communicate with RUFFPAC

or its agents to obtain an explanation for the reason why RUFFPAC

-2-



mailed the Committee a check in the rather unusual sum of

$1,920.00. The subsequent check from RUFFPAC in the amount of

$80.00 arrived two weeks later without any attendant

communication or explanation.

6. That, while it was solely your deponent who made

the decision to have the Committee contribute to the Chavez

campaign and to contribute the sum of $1,920.00, it was Chavez's

campaign manager, David Muller, and no other, who suggested to

your deponent that the Committee's check be made payable to the

firm, Murphy and Castellanos, as an in-kind contribution.

7. That your deponent, being the only person who

authorized the Committee to make the $1,920.00 contribution to

the Chavez campaign in 1986 and the only agent of the Committee

with direct personal knowledge of and involvement with the

receipt by the Committee of the contributions from RUFFPAC and

the making of the contribution by the Committee to the Chavez

campaign, has described to the Commission, to the best of his

recollection all communications the Committee or its agents,

including your deponent, had in 1986 with RUFFPAC, Neal Blair, or

agents thereof; and, has produced to the Commission, so far as he

is aware, all documents that in any way relate, pertain or refer

to communications the Committee or your deponent had in 1986 with

RUFFPAC, Neal Blair, or agents thereof or to the receipt, making,

authorization or transmittal of the receipts and disbursements

here under review.

8. Further your deponent saith not.

-3-



IN WITNESS WHEREOF, your deponent has executed this

Affidavit this /___ day of . " -° , 1989.

- ,.

C. C. CLINKSCALES, III

SWORN TO and SUBSCRIBED before me this Jj" day of f , ,
1989 by C. C. CLINKSCALES, III, in my jurisdiction aforaid.

NOTARY PUBLIC

My Commission Expires: ___________ .

-4-



PIPER & MARBURY
10oo NINETEENTH STREET. N.W.

WASmINGTON. D. C. 20036
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TELEX 904&46

vRtTER'S OiRECT NUMBER

861-3974
September 25, 1989

Ow IM *is

$100 CHARLES CENTER SOUTH

36 SOUTH CHARLES STREET

BALTIMORE, MARYLAND 21201
30' 539 20 )()

Robert Raich, Esq.
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

"C Re: MUR 2191

Herschensohn for U.S.
Dr. Fred Balitzer, as

Senate and
Treasurer

Dear Mr. Raich:

Pursuant to our telephone conversation on Monday,
September 25, 1989 this letter serves as written notification
that Mr. Duffy is in the hospital and will be out of the office
for an extended period of time. He therefore will be unable to
meet the September 27, 1989 response deadline.

If it is agreeable to you, I propose that we not
reschedule a response date at this time. Instead, I will
contact you on Thursday, October 5, 1989 at which time I should
have some more information concerning Mr. Duffy's return to the
office.

If you have any questions, please call me at (202)
861-3974.

Sincerely,

;enn L. Lewis
Legal Assistant to
John J. Duffy

JLL: s f

U,



GoLx A. OLSON & PANGI~ 4U o
ATIOU ONSY AT LAW

1818 STUEET. NORTHWZST

WASHINOTON. D.C. 20006-3604
MC0*) 466-5100

%1CHOLAS OILMAN. P C. (DC. MD. PA) FACSIMILE (20S) 331- e0 SU,,ITC So0

WILLIAM J OLSON. P C (DC. VA) 10" JUDICIAL. O

MICHAEL J PANGIA. P C (DC, NY) AIWAK V NGIMIA aeO,

V'YLTON J SMITH (VA)
01CMAD P STONE (DC. MD) SUI.TE Soo

1410 WALNUT STRtET

O7 COUNSEL P"I.AO[LiPA PENNSYLVANIA I91Z

j.., 0 FARL.Y JR (VA) 4,51 S ' 430

-.,"*N S MILES (DC. MD)

October 2, 1989

BY HAND

Robert Raich, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W., Room 657
Washington, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Mr. Raich:

I am writing to confirm the substance of our telephone
conversation of earlier today.

As you know, respondent Free the Eagle's (FTE) initial
responme to tb . FFC'm interrogatories ond document requast is due
at the FEC on October 2, 1989, with the balance of the
information due on November 15, 1989. These responses and
documents have been requested in connection with the FEC's
investigation of FTE within the confines of the pflning MJR.

The discovery that has been directed at FTE is
extraordinarily broad, and is more broad than is reasonable.
Nevertheless, FTE has prepared responses and gathered documents,
and is making broad disclosure. This willingness to reveal its
finances and activities is solely intended to facilitate the
investigation of the FEC, and not to make disclosure to the
public.

It is the position of respondent Free the Eagle, which is
not a federally registered political committee, that these



documents are the confidential business records of the Free the

Eagle, and upon conclusion of this MUR should be returned to Free
the Eagle, together with all copies made thereof, and should not
be made a part of the public file on this MUR, should not be
provided to complainants, and should not oth-rwiss be disclosed
or released to the public.

These documents include commercial and financi al information
obtained from a person which are privileged or c fidential, and
additionally are protected pursuant to 11 C.F.R. e-rti n

4.5(a)(4). These docuiments detail every expenditie as well as
substantial additional information of Free the Faglq, a national
citizens' lobbying organization, and could be of ictrest to
persons who would use information to Free the Eagle r detriment
as well as for pr:eses n-telt-d t- FEC q1--+ 'ohP i--s
Except for certain limited items of information, ribstantially
identical information is not available to the puiblic.
Unfortinately, it wouild appear that, even utnder the above-
referenced regulations, the Commission might take tho position
that it retained the freedom to waive this FOTA oxemption and
disclose all submitted documents. Accordingly, we would like to
reach agreement prior to submission with regard t, this sensitive
matter.

In addition to the requirements of confidentiality, we would
like to stress the importance of an agreement that there be no
unnecessary disclosure in this particular case. Free the Eagle
has already suffered harassment at the hands of certain
disgruntled, former employees, including complainants herein, who

* " had been terminated from their positions. This harassment has
taken the form of a campaign of misinformation pro-ir|ed to the
media, misinformation provided in mailings to FTF ontributors,
misrepresentations of identity made to FTE auditov , a baseless
lawsuit filed in federal district court (dismissed with
p-rejudice), the pending complaint before the FEC, and other
matters.

It is also re3pondent Free the Eagie s view that disclosure
of these documents would be in violation of its Fi,-. Amendment
rights of free association and would have a chIllitiq effect on
supporters, contribitors and volunteers of +he oirii tation.

It is our hope that the FEC would be willing to work with us
to accommodate FTE's right to maintain the confideltiality of its
business and financial dealings.

Accordingly, we would request that. when the documents
are furnished to the FEC, the disclosure be pursanft to an
agreement between the Commission and respondent, ar described
above. Please advise us of your thoughts as to how we may
provide you with the information and documents that you need
while at the same time ensuring that the information and



'3

documents are not improperly disclosed to, and mistispd by,
persons or entities having no right to such docume.nts and
information.

SinFerely yours.

William

W.JO:gw

Enclosure

cc: Howard Segermark, Managing Director
Free the Eagle



GILMAN, OLSON & PANGIA S P O|
AITOUXRYS AT LAW

18185 H TURT.001 O ZOTHWST

WASHINOTON, D.C. 20006-3604
aoa| 6-sloo

N(CHOLAS GILMAN, P C (DC. MO. PA) FACSIMILE 302) 331-0S90 SUr 3tOo

W;LLIAM J OLSON, P C (DC. VA) OS8; JUDICIAL 0"

MICMAEL J PANGIA. P C DC. NY) rAIWf K VIRGINIA 88030

(7031 S91-' 00

;L-tON J SMIT ( VA,

CIAPD P STONE (OC. MD S 1'TE 500

'4&0 W&N~S'KE'

OF COUNS L .ACDLP-.'A tPNS'.VAN'A 0,08

F.~' ARLEY J "VA' 12!5 14-430

,0-4N S MILES 10C mDP

October 4, 1989

BY HAND

Robert Raich, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W., Sixth Floor
Washington, D.C. 20463

-- Re: MUR 2191
Free the Eagle

Dear Mr. Raich:

Following our telephone conversation of yesterday, I am
awaiting your advice as to how we can proceed. You advised me

C '  that an "agreement" with the Commission would not 1eb possible,
and i expressed a villingness to accept an exchange of letters
in lieu thpreof.

So that I may hand deliver FTE's response to interrogatories
and documents subpoenaed, I would appreciate a letter from you or
the General Counsel that would confirm that the policies of the
FEC, as you have explained them to me, which would maintain the
privacy of FTE confidential business and financial information,
would be fully applicable to Free the Eagle and the pending MUR,
and that there would be no such disclosure in this case.

If it will take some time to obtain such a letter, we are
more than willing to have you work with these records at our
office, or have our response and documents hand-carried to your
office for you to work with, and have one of our staff bring the
records back upon the conclusion of your work. Thi, could be
done more than once, if necessary. Of course, there would need
to be an agreement that no copies would be made under this



arrangement, and that no information obtained would be disclosed
outside of the FEC absent a final agreement or court ruling on
the matter. In that way, you will not be delayed in having the
information that you requested, and our client's privacy rights
will not be impaired.

Sincerely yours,

*son

WJO: gw

Encl .o rire

cc: Howard Segermark, Managing Director
Free the Eagle



FEDERAL ELECTION COMMISSION
WASHINCTON. 0C. 20463

October 5, 1989

William J. Olson, Esquire
Gilman, Olson & Pangia
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Free the Eagle

Dear Mr. Olson:

This letter confirms the substance of your recent telephone
conversations with Robert Raich of this Office.

When producing documents pursuant to a Commission subpoena,
- you may indicate the documents you contend should remain off the

public record at the conclusion of the NUR, and your reasons
therefor. You may also reiterate your request at any time up to
ten days after your notification that the file has been closed.

Documents or portions of documents submitted pursuant to
subpoena which are exempt from disclosure under the Freedom of

CT Information Act will be withheld from the public record to the
extent they do not support findings of violations.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincerpoy, /

IGenel.Noble
General Counsel



FEDERAL ELECTION COMMISSION

October 11, 1989

John J. Duffy, Esquire
Piper & Marbury
1200 Nineteenth Street, N.W.
Washington, D.C. 20036

Attn.: Jennifer Lewis

RE: MUR 2191
Herschensohn for U.S. Senate

and Dr. Fred Balitzer, as
treasurer

Dear Mr. Duffy:

This is in response to Jennifer Lewis's letter of
September 25, 1989, stating that due to your unavailability,
Herschensohn for U.S. Senate and Dr. Fred Balitzer, as
treasurer, (the "Committee") could not meet the deadline to
comply with the Commission's Order to Submit Written Answers.

In that letter, Ms. Lewis stated she would contact
Mr. Raich of my Office on October 5 to discuss when the
Committee would comply with the Commission's Order. Mr. Raich
did not hear from Ms. Lewis on that date, and we have received
no indication of when the Herschensohn Committee would comply.
Mr. Raich has since been unable to contact Ms. Lewis by
telephone. (This Office did receive a letter from Ms. Lewis on
October 6, 1989 stating you would be unavailable for
approximately six weeks).

Although we sympathize with the reason for your
unavailability, the Office of the General Counsel notes that the
Committee's response was originally due on July 31, 1989, and
that the Committee has already been given three extensions of
time to respond. Accordingly, we expect a complete response
from the Committee no later than October 30, 1989.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Lawrence M. Noble
--' General Counsel
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October 12, 1969

BY HAND

Robert Raich, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W., Sixth Floor
Washington, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Mr. Raich:

As you know, our client Free the Eagle (FTE) has been
attempting to obtain an agreement with the FEC, or at- least some
type of letter on which we can rely, that the confidential
business and financial documents that have been subpoenaed by the
FEC will not be disclosed to the public, particularly at the
conclusion of the current MUR.

We are still attempting, earnestly, to provide the FEC with
the documents requested, despite our view that most documents
requested are not relevant to any alleged violation of thp
Federal Election Campaign Act.

We are not seeking to delay the resolution of the matter,
nor to delay your investigation in any way. We have even offered
to have the records hand-dclivered to your office while you use
them in the investigation, with the agreement that they will not
be copied or disclosed until a subsequent agreement is reached.

I have received, read and studied Mr. Noble's letter of
October 5, 1989, and the applicable statutes and reguilations,



and, based on my review, it does not appear that the FEC has
provided FTE with any meaningful assurances that its
confidential business and financial documents will not be
disclosed. To the contrary, Mr. Noble's letter seems to imply
that they may well be disclosed.

The letter from Mr. Noble first states that with our
production we may indicate the documents that we "contend should
remain off the public record" and out- "reasons thf-refor," and
that we may reiterate our request at the conclusion --,f the MUR.
This is precisely what you told me during our first -onversation
on the topic when I asked you to provide us a way in which we can
comply with your subpoena -- that we may request confidentiality.
The request that we provide reasons justifying nondisclosure
clearly indicates that the FEC will make an indeppndont analysis
of the matter and may determine to release all of tfh r'c-"c in
T.)estion As you can appreclate, we cannot simply tuirn over
these voluminous confidential corporate records in the hope that
an FEC employee reviewing the file at a later time, outside of
our presence, will personally find our reasons persuasive. It
also may be that such a proposed procedure, under which FTE could
make such a showing to demonstrate confidential treatment,
violates the FEC's own regulations (ii C.F.R. section
4.5(a)(4)(vi)), as discussed below.

The letter from Mr. Noble then says that, if the documents
are exempt under the Freedom of Information Act (FOIA), they will
be withheld if they do not support findings of violations. We
are not seeking to maintain the confidentiality of documents
which show violations of the FECA. However, the isste of FOIA
exemptions is a matter that we discussed, and which concerns us
greatly.

When we spoke on October 3, you advised me that the FOIA is
not generally applicable to enforcement matters. ofe-tring me to
section 4.5(a)(4)(vi), which states:

Since enforcement actions under 2 U.S.C. 437g
are confidential by statute, the procedire
outlined in section 4.5(a)(4)(i) rnrou,11 ,)
[procedures which govern submitting hiisitipss
information in confidence] are not
applicable.

Unfortunately, the phrase "enforcement actions un-1ei 2 U.S.C.
437g are confidential by statute" is not entirely truie. The FECA
contains only two limited provisions regarding the
confidentiality of enforcement actions.

First, 2 U.S.C. section 437g(12)(A) provides that "any
notification or investigation" by the FEC under section 437g
"shall not be made public by the Commission or by any person



without the written consent of the person receiving such
notification or the person with respect to whom such
investigation is made." Violation of that confidentiality
requirement is punishable by a fine of not more than $2,000, and
a knowing violation is punishable by a fine of "not more than
$5,000." This provision would appear to not apply to closed
enforcement actions, and therefore would provide no real
protection to FTE in the present matter, as we havep discussed on
the telephone.

Second, 2 U.S.C. section 437g(4)(B)(i) states: "Inmo action
by the Commission or any person, and no information derived, in
connection with any conciliation attempt by the Commission under

subparagraph (A) may be made public by the Commission without the
written consent of the respondent and the Commission." It does
not appear thet there is y 0:ut cy nr~i- f" . "..$ion of
that provision. The main point here is that we are not now
operating within the context of "conciliation." As you will
recall, we filed a request for pre-probable cause conciliation,
but, after speaking with you and learning that your office would
oppose our request until certain discovery was provided, we
withdrew our request for pre-probable cause conciliation so that
we could furnish you certain information that you felt that you

-- needed to see prior to gauging the severity of any alleged
violation. Therefore, at present, we would not be submitting
documents "in connection with any conciliation attempt."

Therefore, it can be seen that the phrase in 11 C.F.R.

,, section 4.5(a)(4)(vi) -- "enforcement actions under 2 U.S.C. 437g
are confidential by statute" -- is only partially correct.
Unfortunately, the FECA appears to contain no provision mandating
the confidentiality of documents furnished to the FEC after the
conclusion of the MUR other than in connection with conciliation
attempts.

The FEC's FOIA regulations appear to state that many
documents generated during enforcement actions will be made
public, identifying these as "Opinions of Commissioners rendered
4n erforcem"'mt ce' '~ l'ine erarn"rf- A no n-exemvpt
2 U.S.C. 437g investigatory materials in enforcempnt files." 11
C.F.R. section 4.4(a)(3). (See also 11 C.F.R. section 4.4(a)(5)
as to minutes and transcripts of Commission meetings and
4.4(a)(12) with respect to conciliation agreements.)

Despite the fact that none of the statutes ot irgulations
appear to provide our clients with the assurance of
confidentiality, and the letter from Mr. Noble adds no
assurances, we believe that the FEC must recognize (and we would
hope would be eager to protect) our client's rights in this
matter. As we have stated before, our client is not a political
committee, and it falls under the jurisdiction of the Commission



only with regard to specific allegations of illegal corporate
involvement in federal elections.

In an effort to sort through this maze of statute and
regulation, and in an effort to avoid any controversy that can be
avoided, we would propose that we adopt one of the following
courses of action:

(1) If you concur that the FOIA regulations governing
submitting business information in confidence would apply to the
subpoenaed documents, we would submit a request fov confidential
treatment with our offer to submit this business infnrmation as

provided for in 11 C.F.R. section 4.5(a)(4)(i) through (v). Upon

the approval of that request by the FOIA officer, we can provide
the documents. This option would be our clear preference.

(2) If you concur that this would be completely effective to
ensure the confidentiality of our client's records, we would
renew our request for pre-probable cause conciliation, and then
submit the documents in connection with conciliation, relying on
the FECA's protection contained in 2 U.S.C. section 437g(4)(B)(i)
for the confidentiality of the records.

If neither of these options is acceptable, please suggest an
alternative to us other than simply handing over the documents
with no assurances whatsoever that the records will not be
released to the public where there is a substantial likelihood
that they could be misused by parties for purposes wholly
unrelated to the Federal Election Campaign Act.

Our client's general counsel has stressed the need for us to
pursue this matter with you, particularly due to harassment of
FTE in the past by certain persons as well as the pendency of
certain civil litigation wholly unrelated to the FECA.

Sincerely yours,

William . Olson

WJO:gw

cc: Howard Segermark, Managing Director
Free the Eagle
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WFEDERAL ELECTION COMMISSION

, ,%AsHI%CrO% D)C 2 04*

October 20, 1989

William J. Olson, Esquire
Gilman, Olson & Pangia
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Free the Eagle

Dear Mr. Olson:

Pursuant to your discussion earlier today with members of
my staff, be advised that the documents you produce pursuant-to
the Commission's outstanding Subpoena will be returned to you to
the extent that they are not relevant to the Federal Election
Commission's investigation. I expect you to comply with the
Subpoena immediately.

Sincety.

- Lawrence M. Noble
General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) SENSITIVE
Liberation Political Action ) MUR 2191
Committee and Neal Blair,
acting as treasurer

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On June 20, 1989 the Commission found reason to believe

Liberation Political Action Committee ("Liberation PAC") and

"its treasurer" violated 2 U.S.C. SS 441f, 441a(a)(1)(A),

433(c), and 434(a). The Commission made its findings using that

verbal formulation because Liberation PAC's former Treasurer had

resigned and no new treasurer has been named on a Statement of

Organization. Because the former Treasurer named Neal Blair as

Liberation PAC's "President," and because Neal Blair appeared to

be the person in charge of the organization, the Commission

mailed the reason to believe notice to Neal Blair.

II. FACTUAL AND LEGAL ANALYSIS

After overcoming an initial failure to serve Mr. Blair at

his former work address, the Commission effected service at a

post office box. Mr. Blair then returned all of the materials

to the Commission, with a letter stating, "I am not now, nor

have I ever been an officer of the Liberation Political Action

Committee, let alone President." (Attachment 1) In a statement

subsequently filed with the Commission (Attachment 2), Mr. Blair

stated, "I do not know who served as Treasurer of the Liberation

Political Action Committee," and "I do not know details

concerning persons who served as treasurer of Liberation

ild&. -
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Political Action Committee."

The evidence indicates that Mr. Blair's statements are

false. For example, Dan Flynn, Liberation PAC's former

treasurer, has now stated that he became treasurer at Neal

Blair's personal request, as one title among several others for

various organizations controlled by Mr. Blair. Indeed,

all persons other than Neal Blair who have given this office any

information about Liberation PAC (Dan Flynn, Charles Newton,

David OfMara, and John Houston) are unanimous in their beliefs

that Liberation PAC is a project of Neal Blair, and that Neal

Blair is the person who makes all decisions regarding Liberation

PAC. Dan Flynn states that when he was treasurer, Neal Blair

personally brought him Liberation PAC's completed FEC reports

and told Flynn to sign them and send them to the FEC.

In accordance with the foregoing discussion, it appears

that Neal Blair is acting as treasurer of Liberation PAC.

Therefore, the findings previously made against Liberation PAC

should also run against Neal Blair, acting as treasurer.

Accordingly, this Office recommends that the Commission find

reason to believe Neal Blair, acting as treasurer, violated

2 U.S.C. 55 441f, 441a(a)(1)(A), 433(c), and 434(a). 1

1. Although the Commission has made knowing and willful reason
to believe findings against Neal Blair personally, this Report
does not recommend knowing and willful findings against Neal
Blair, acting as treasurer, or Liberation PAC. This practice is
consistent with the Commission's findings against the other
conduit committees in this matter and their treasurers.
Naturally, the Commission may make knowing and willful findings
against any respondents at a later date.
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III. RECOMMENDATIONS

1. Find reason to believe Neal Blair, acting as
treasurer, violated 2 U.S.C. SS 441f, 441a(a)(1)(A),
433(c), and 434(a).

2. Approve the attached Factual and Legal Analysis.

3. Approve and send the attached letter.

/./

eawrence M. 4K
General Counsel

Date ( (

Attachments
1. 8/11/88 letter from Blair
2. 8/23/88 letter from Blair
3. Factual and Legal Analysis
4. Letter

Staff Member: R. Raich



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Liberation Political Action
Committee and Neal Blair,
acting as treasurer

) MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on October 20,

1989, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2191:

1. Find reason to believe Neal Blair, acting
as treasurer, violated 2 U.S.C. SS 441f,
441a(a) (1) (A), 433(c), and 434(a).

2. Approve the Factual and Legal Analysis, as
recommended in the General Counsel's Report
dated October 11, 1989.

3. Approve and send the letter, as recommended
in the General Counsel's Report dated
October 11, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald

and Thomas voted affirmatively for the decision; Commissioner

McGarry did not cast a vote.

Attest:

Date

Received in the Secretariat:
Circulated to the Commission:
Deadline for vote:
Objection received:
Placed on Agenda for:
Objection withdrawn:

rjorie WEmons
Secretary of the Commission

Thursday, October 12, 1989 8:48
Thursday, October 12, 1989 11:00
Wednesday, October 18, 1989 11:00
Monday, October 16, 1989 1:41
Tuesday, October 24, 1989 10:00
Friday, October 20, 1989 10:58

a.m.
a.m.
a.m.
p.m.
a.m.
a.m.

- /0 -q -df



I FEDERAL ELECTION COMMISSION

October 31, 1989
CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Neal Blair, acting as treasurer
Liberation Political Action
Committee

P.O. Box 7291
McLean, Virginia 22106

RE: MUR 2191
Liberation Political
Action Committee and
Neal Blair, acting as
treasurer

Dear Mr. Blair:

On June 20, 1989, the Federal Election Commission found that
-- there is reason to believe Liberation Political Action Committee

("the Committee") and its treasurer violated 2 U.S.C. SS 441f,

441a(a) (1) (A), 433(c), and 434(a), provisions of the Federal
tn Election Campaign Act of 1971, as amended ("the Act"). On

October 20, 1989, the Commission found reason to believe
that you, acting as treasurer, also violated those provisions of
the Act. The Factual and Legal Analysis, which formed a basis
for the Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee and you, acting
as treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission's consideration of
this matter. Statements should be submitted under oath. All
responses must be submitted within 15 days of your receipt of
this letter.

You may consult with an attorney and have an attorney assist
you in the preparation of your response. If you intend to be
represented by counsel, please advise the Commission by
completing the enclosed form stating the name, address, and
telephone number of such counsel, and authorizing such counsel to
receive any notifications or other communications from the
Commission.

In the absence of any additional information which
demonstrates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Offi'ce of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
,re-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent.

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

This matter will remain confidential in accordance with
2 U.S.C. SS 437g(a) (4) (B) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Robert
Raich, the attorney handling this matter, at (202) 376-8200.

Sincerely,

Danny L. McDonald
Chairman

Enclosures
Factual and Legal Analysis
Designation of Counsel Form
Procedures



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Liberation Political Action Committee MUR: 2191
and Neal Blair, acting as treasurer

This is a matter generated by the Federal Election

Commission in the normal course of carrying out its supervisory

responsibilities.

A. Committee Treasurer

On June 20, 1989 the Commission found reason to believe

Liberation Political Action Committee ("Liberation PAC") and "its

treasurer" violated 2 U.S.C. SS 441f, 441a(a) (1)(A), 433(c), and

434(a). The Commission made its findings using that verbal

formulation because Liberation PAC's former Treasurer had

resigned and no new treasurer has been named on a Statement of

Organization. Because the former Treasurer named Neal Blair as

Liberation PAC's "President," the Commission mailed the reason to

C- believe notice to Neal Blair.

t e Mr. Blair then returned all of the materials to the

* Commission, with a letter stating, "I am not now, nor have I ever

been an officer of the Liberation Political Action Committee, let

alone President." In a statement subsequently filed with the

Commission, Mr. Blair stated, "I do not know who served as

Treasurer of the Liberation Political Action Committee," and "I

do not know details concerning persons who served as treasurer of

Liberation Political Action Committee."

The evidence indicates that Mr. Blair's statements are

false. For example, one of Liberation PAC's former treasurers
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has stated that he became treasurer at Neal Blair's personal

request, as one title among several others for various

organizations controlled by Mr. Blair. Indeed, all persons other

than Neal Blair with any knowledge of Liberation PAC are

unanimous in their beliefs that Liberation PAC is a project of

Neal 31air, and that Neal Blair is the person who makes all

decisions regarding Liberation PAC. One former treasurer states

that Neal Blair personally brought him Liberation PAC's completed

FEC reports with instructions to sign them and send them to the

FEC.
'O

In accordance with the foregoing discussion, it appears that

Veal Blair is acting as treasurer of Liberation PAC. Therefore,

the findings made against Liberation PAC also run against Neal

- Blair, acting as treasurer.

LtO B. ?ailure to Amend Statement of Organization

*--0 All committees established, financed, maintained, or

controlled by the same person or group of persons are affiliated.
C-

11 C.F.R. 5 100.5(g) (2).

Neal 3lair allegedly established Liberation PAC personally

as an account that William Jacobs initially did not have access

to. Neal Blair reportedly wanted to have a PA, that Howard Ruff

would not ,now about. As discussed below, Liberation PAC's only

contributions are from RUFFPAC. Liberation PAC's address is on

the same floor of the same building in which Neal Blair had his

Washington, D.C. office. Liberation PAC's treasurers both appear

frequently in RUFFPAC's reports as recipients of disbursements

for "salary" or "payroll." Liberation PAC's custodian of records

is Maria Cohilas Ross, an FTE employee and Neal Blair's
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secretary. The evidence thus suggests that RUFFPAC and

Liberation PAC are affiliated committees pursuant to the

Commission's Regulations, though neither committee reports the

other as an affiliated committee.

Each committee must file a Statement of Organization within

ten days after becoming a political committee. 2 u.s.c.

-, 433(a). The Statement of Organization of a political committee

must include, among other things, the name and address of the

treasurer of the committee, and the name, address, relationship,

and type of any affiliated committee. 2 U.s.c. § 433(b) (4) and

(2). Any change in information previously submitted in a

statement of Organization must be reported no later than ten days

after the date of the change. 2 U.S.C. S 433(c). Every

political committee shall have a treasurer. 2 u.s.c. 5 432(a).

The most recent Statement of Organization of Liberation

Political Action Committee was filed on May 5, 1986, and lists

Daniel R. Flynn as treasurer. In a letter filed on April 1,

1988, however, mr. Flynn states that he has not served as

treasurer since June of 1987. Although the letter states that

Neal Blair is President of Liberation PAC, the letter does not

list a name or address of a new treasurer. Liberation PAC has

filed no termination report with the Commission; indeed,

Liberation PAC has filed no report whatsoever since its 1986

Year-End Report.

No document filed by Liberation PAC discloses RUFFPAC as

an affiliated committee. As discussed above, Neal Blair is
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acting as treasurer of Liberation PAC. No document filed by

Liberation PAC lists Neal Blair as treasurer.

In accordance with the foregoing, there is reason to believe

Liberation Political Action Committee and Neal Blair, acting as

treasurer, violated 2 U.S.C. 9 433(c) by failing to amend their

Statement of Organization.

C. Failure to File Reports

Every treasurer of a political committee must file periodic

reports of receipts and disbursements. 2 U.S.C. S 434(a) (1).

As previously mentioned, Liberation PAC has filed no report

since its 1986 Year-End Report. Accordingly, there is reason to

believe Liberation Political Action Committee and Neal Blair,

acting as treasurer, violated 2 U.S.C. S 434(a).

D. Using Name to Effect Contribution by RUFFPAC

Pursuant to 2 U.S.C. S 441f, no person may make a

contribution in the name of another person, and no person may

knowingly permit its name to be used to effect such a

contribution.

Various persons have stated to the Commission that RUFF

Political Action Committee ("RUFFPAC") made contributions to

candidate committees through other independent political

committees. A careful review of reports on file with the

Commission suggests that Liberation PAC may have allowed its name

to be used to effect RUFFPAC contributions to Friends of

Siljander in 1985 and Herschensohn for U.S. Senate in 1986.

During October, November, and December of 1985, RUFFPAC made

nearly its maximum allowable $5,000 contribution to Friends of
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Siljander. On December 5, 1985, Liberation PAC reported

receiving a $1,100 contribution from RUFFPAC. On that same day,

Liberation PAC reported making a $1,000 contribution to Friends

of Siljander. It thus appears that RUFFPAC gave Liberation PAC

$1,100 so that it would, in turn, give Friends of Siljander

$1,000.

Moreover, between May 2 and May 21, 1986, RUFFPAC made its

maximum allowable $5,000 primary election contribution to

Herschensohn for U.S. Senate. On May 23, 1986, Liberation PAC

reported receiving a $3,900 contribution from RUFFPAC. On that

same day, Liberation PAC reported making a $3,500 primary

election contribution to Herschensohn for U.S. Senate. It thus

appears that RUFFPAC gave Liberation PAC $3,900 so that it would,

in turn, give Herschensohn for U.S. Senate $3,500.

In accordance with the discussion above, it appears that

Liberation PAC knowingly allowed its name to be used to effect

two contributions by RUFFPAC. Consequently, there is reason to

believe Liberation Political Action Committee and Neal Blair,

acting as treasurer, violated 2 U.S.C. 5 441f.

E. Excessive Contribution

Pursuant to 2 U.S.C. S 441a(a)(1) (A), no person who is not a

multicandidate political committee shall make contributions to

any candidate and his authorized committees which, in the

aggregate, exceed $1,000 per election. Pursuant to 2 U.S.C.

S 441a(a) (2) (A), a multicandidate political committee is subject

to a $5,000 per election contribution limitation. The term
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"multicandidate political committee" means a political committee

which, inter alia, has received contributions from more than 50

persons and has made contributions to at least five candidates

for federal office. 2 U.S.C. S 441a(a) (4).

Throughout its entire history, Liberation PAC reported

receiviny contributions from only one source (RUFFPAC), and

reported making contributions to only two candidates (Siljander

and Herscnensohn). Accordingly, Liberation PAC was not a

multicandidate political committee and was subject to the $1,000

per election contribution limitation of 2 U.S.C. s 441a(a) (1)(A).

Liberation PAC's $3,500 contribution to Herschensohn for U.S.

Senate was, tnerefore, apparently excessive.

After the Commission's Reports Analysis Division informed

Liberation PAC of its apparent excessive contribution to

Herschensohn for U.S. Senate, Liberation PAC mailed a letter to

the Herschensohn committee explaining that it was not a

multicandidate committee and requesting a refund of the excessive

contribution. Neither the Herschensohn committee nor Liberation

PAC reports the excessive contribution as having been refunded,

though the Herschensohn committee's reports indicate it had

sufficient cash on hand to make the refund.

For the reasons stated above, there is reason to believe

Liberation Political Action Committee and Neal Blair, acting as

treasurer, violated 2 U.S.C. S 441a(a) (1) (A).



1. Explain in detail 9 crcumstances by which you being treasurer ofLiberation Political Action Committee.

I was appointed treasurer of LPAC for the 1986 election cycle by Neal Blair, President of
Ruff Political Action Committee and Free the Eagle Citizen's Lobby. I had worked for FTE since
November of 1985, a few months after graduating from college. I had no qualifications as an
accountant or a treasurer, but Mr. Blair told me at the time not to worry, that he would tell me what
to do. The extent of my involvement was keep track of the few disbursements made by LPAC --
to the best of my recollection, I didn't even have signing powers over the account. In fact, my job
was a futile one since I was not notified of the deposits or withdrawals Mr. Blair made to the
account, and so couldn't possibly keep an eye on the balance.

Sometime following the November, 1986 elections (I think it was in January, 1987, but its
hard to remember now precisely which month it was), I informed Mr. Blair that I no longer wished
to be treasurer of LPAC. My reasoning, as I related to Mr. Blair at that time, was that LPAC was
just another distraction, and that I was unsure of what my function was. lie said that was fine; so -,
as of early 1987, 1 had no official position with LPAC.:-

2. Explain when you ceased being treasurer of Liberation Political Action C3
Committee.

(See answer to question #1) Early 1987, either in January or February. -,

3. Identify the current treasurer of Liberation Political Action Committee.

To the best of my knowledge, no other individual was ever appointed to be treasurer oto a
Liberation Political Action Committee. After my resignation, Mr. Blair went on as he had before,
making all decisions regarding LPAC.

4. State who made decisions concerning the contributions made by Liberation
Political Action Committee.

Neal Blair made all decisions concerning the LPAC account, both deposits and
withdrawals. He also made all decisions concerning whom LPAC would contribute to, how
much, and when. These decisions were made without consulting the staff, and often without
informing the staff until some weeks afterward.

S. With respect to your work on behalf of Herschensohn for U.S. Senate in
1986:

r')
a. Describe the date of such work and what the work entailed.

I was asked to fly out to California in May or June of 1986 by Neal Blair. The date was
approximately two weeks before the Republican Senatorial primary. I was told that I would be
working for the Herschensohn for Senate campaign. I remained there until a few days after the
primary, when I returned to Washington.

The work involved assisting in the organization and running of the Orange County
Herschensohn campaign effort. I helped to set up phone banks, run the phone banks, enlist
volunteers, and develop campaign strategy in the final days. I worked with Bay Buchanan
Jackson, the campaign chairperson. My day usually began about ten o'clock in the morning, and
ran until nine or ten at night.

b. Describe the compensation and other payments you received during the
period of such work by amount and date.

I did not keep formal records of other payments I received when in California, but to the
best of my recollection my salary at the time was $24,000/ year. We were paid biweekly, and my
compensation for my time in California was paid by RuffPac checks. In addition, I submitted
receipts for expenses while I was there, for which I received reimbursements from RuffPac. The
amounts of these expenses, to the best of my recollection, were minimal; the two week total could
not have amounted to more than $150-$200.



c. Identify the source of each of these payments.

As stated above, to the best of my recollection all payments for the period of time I was in
California were paid from RuffPac funds.

d. Identify all other individuals known to you who performed work on
behalf of Herschensohn for U.S. Senate during 1986 and who also received
payments from this source.

To the best of my recollection, Neal Blair, myself and Alison Blair worked for
Herschensohn for U.S. Senate and were paid from RuffPac funds.

I believe that Tammy Lyles, Chuck Newton and Brad Sant (other employees of FTE) did
not work on the Herschensohn campaign, but did work on the Leroy for Governor campaign in
Idaho later that year. My memory on this point is not clear, and the two brief periods I spent on
campaigns may be confused on this point.

Provide all of your current business and residence addresses and telephone
numbers.

My current residence is:

Daniel Flynn
5501 Seminary Road, #213 So.
Falls Church, VA 22041

My current business address is:

Congressman Bill Archer
1236 Langworth House Office Building
Washington, D.C. 20515
ATTN: Daniel Flynn.

As noted in some of the answers to the above questions, my recollection is not clear as to
all of the points in issue. Of course, if I can be of any further assistance in any way, I would be
happy to cooperate with any additional inquiries.

Daniel R. Flynn
11/2/89
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 2191 -

Free the Eagle )

COMPREHENSIVE INVESTIGATIVE REPORT #2

The Commission has found reason to believe that Free the

Eagle ("FTE") violated 2 U.S.C. 5 441b(a) and that FTE knowingly

and willfully violated 2 U.S.C. 55 441f and 441b(a). The

Commission also approved a Subpoena to Produce Documents and

Order to Submit Written Answers directed to FTE.

On August 30, 1989, the General Counsel's Office granted

FTE extensions of time until October 2 to comply with part of

the Subpoena and until November 15 to comply with most of the

rest of the Subpoena. (Attachment 1) On October 5, in response

to counsel's concerns, this Office explained the conditions

under which investigative materials are placed on the public

record at the conclusion of a MUR. (Attachment 2) Finally, on

October 20, after meeting with staff of this Office counsel

agreed to provide the documents. (Attachment 3)

Counsel indicates that he will now produce the documents

shortly, and that they are voluminous. After analyzing the

documents, and the additional materials due in November, this
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Office will prepare an another report with recommendations to

the Commission.

Date /'~ 'I rence M.o eS...General Counsel

Attachments
1. 8/30/89 letter
2. 10/5/89 letter
3. 10/20/89 letter

Staff Member: R. Raich
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BEFORE THE
FEDERAL ELECTION COMMISSION

IN RE

FREE THE EAGLE MUR 2101

CONFIDENTIAL & PROPRIETARY

RESPONDENT FREE THE EAGLE'S

INITIAL RESPONSE TO INTERROGATORIES AND DOCUMENT REQUESTS
and

MOTION TO REDUCE SCOPE OF SUBPOENA AND ORDER

William J. Olson
Gilman, Olson & Pangia
1815 11 Street, N.W., Suite 600
Washington, D.C. 20006
(202) 466-5100

Counsel for Respondent
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CONFIDENTIAL & PROPRIETARY

RESPONDENT FREE THE EAGLE'S
INITIAL-RESPONSE TO INTERROGATORIES AND DOCUMENT REQUESTS

Procedural Background

On July 12, 1989, the Federal Election Commirss.ion

(hereinafter "FEC"), through a letter signed by Chairman Danny L.

McDonald, notified Free the Eagle (hereinafter "respondent" or

"FTE") that on June 20, 1989, the FEC had found ro,son to believe

that FTE had committed certain violations of the Federal Election

Campaign Act (hereinafter "FECA").

Also on July 12, 1989, the FEC served FTE with a subpoena to

produce documents and an order to submit written answers to

interrogatories.

On July 27, 1989, FTE, by counsel, submitted a written

request for an extension of time within which to respond to

Chairman McDonald's letter and for a deferral of all discovery

until August 7, 1989. That request was granted by letter of

August 2, 1989 from Lawrence M. Noble, General Counsel.

On August 7, 1989, FTE, by counsel, submitted a written

request to pursue pre-probable cause conciliation with the FEC.

Thereafter, based on conversations with the Office of

General Counsel, on August 21. 1989, FTE, by couns., in writing,

withdrew its request for pre-probable cause conciliation at that

time, in order to attempt to provide the Office of General

Counsel with such information as it felt to be most important to

the FEC, with the intention of reinstitutinig its v,-rnest: for pre-

probable cause conciliation after the General Counsel 's office
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had had an opportunity to review the initial response to the

subpoena. FTE also requested a thirty-day extension of time

within which to comply with the initial discovory !rved on FTE

(excluding questions 3 and 10 throuigh 20).

By letter from Lawrence M. Noble, General C.ouns l , of August

30, 1989, the FEC approved an extension of time within which to

comply with the initial discovery until October 2, 18 9 , with

additional documents to be submitted by November l , 1989.

Compliance with the subpoena has been delayed due to the need to

resolve certain vitally important matters discussed below.

Excessive Scope of Discovery

As evidenced by the objections set out in response to

certain of the interrogatories propounded, respondent contends

that most of the information sought by the Commission is not

relevant to any possible inquiry that could be made by the

Commission. Moreover, the information sought is uinduly

burdensome to assemble and provide, violative of important

privacy rights, and otherwise objectionable. The respondent is

not a federally-registered political committee. It is a national

citizens lobby exempt from federal taxation under spction

501(c)(4) of the Internal Revenue Code. In such in instance, the

Commission's investigatory powers are, of course. limited to

alleged violations of the Federal Election Campain Act.

Respondent does not believe that the Commission can

reasonably use that limited mandate to justify an investigation
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into, for example, tens of thousands of documents covering every

penny expended by the respondent during a six-year period. This

is exactly what the Commission is attempting to do. It is

anticipated by FTE staff that compliance the documtit. requests

would involve the production of approximately 48,000 pages of

documents, requiring hundreds of hours of staff time, in

addition to the substantial staff and legal time alr-'ady

expended. Perhaps the most onerous combination

co interrogatory/document request is as follows:

3. Produce all of Free the Eagle's cancelled
7 checks and check registers for the period of January 1,

1983 through the present. State the purpose of each
such check.

The Office of General Counsel has stated that only check

IT, registers need to be provided as part of the initial compliance

with discovery, but the subpoena for all cancelled checks for a

six year and eleven month period appears to remain outstanding.

(Letter from Lawrence M. Noble, General Counsel, dated August 30,

1989.)

Nevertheless, without waiving this objection, respondent

has attempted to comply with the subpoena insofar as is

reasonably possible, and insofar as its privacy ri'lhts can be

protected.

Confidential and Proprietary Inforation

The information sought by the Commission is confidential

and proprietary business and financial information. These

documents are commercial and financial information obtained from
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a person which are privileged or confidential, and are protected

pursuant to 11 C.F.R. section 4.5(a)(4).

Nevertheless, due to certain factors discussed below,

respondent sought from the General Counsels offic" an express

assurance that the information it provided would be kept

confidential. Respondent has insisted on its privacy rights for

several reasons.

Scope of Documents _in Ques tion. These documents detail

every cent of every expenditure made during a nearly seven-year

period by respondent, as well as substantial additional

information. Respondent is a national citizens' lobbying

organization, and the information sought would be of interest to

persons who might use it to the detriment of respondent in

connection with matters wholly unrelated to the Federal Election

laws.

Harassment bv .Disruntled Former__Employees. Part of the

reason for the urgency underlying this assertion of

confidentiality is grounded in the harassment that respondent

has already suffered at the hands of certain disgruntled, former

employees of respondent who had been terminated from their

positions, including the complainants in this MUR. This

harassment has taken the form of a campaign of misinformation

provided to the media, misinformation provided in mailings to

FTE's contributors, misrepresentations of identity made to FTE's

auditors, a baseless lawsuit filed in federal distict court

__ - -1 M _ _ M
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(dismissed with prejudice as baseless after the expenditure of

substantial legal fees and costs), the pending complaint before

the Commission, and other matters. To protect rf.spondents

resources from further depletion from such tactics of harassment

in other ways, it is important that the privacy of the respondent

be protected.

Political Opponents. Because respondent is a national

citizens' lobby, it is, by definition, a politically active

group. If respondent's political adversaries were privy to the

complete details of the manner in which respondent operates, they

would have an unfair political advantage. Detailed disclosure of

financial expenditures has been mandated by Congress for

political committees only, and, except for certain limited

information required to be submitted to the Clerk of the House

and the Secretary of the Senate, not for national citizens'

lobbies. Even information provided to the Internal Revenue

Service is closely guarded and clear statutes imposing severe

penalties prevent the disclosure of such information by the IRS.

Pr oprietary_ Fund-RaisingTechniques. Respondent has been

successful in fund-raising over a several year period using

certain techniques, which the disclosure of its confidential

business and financial records could reveal to others who would

seek to emulate its fund-raising practices, ard this' type of

piracy of political fund-raising techniqtes obviously could not

be tolerated.
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Privacy of Employees and others. Insofar as the information

sought details every penny expended by respondent, and seeks

information on respondent's past and current emp10,Vyoos and

others, respondent asserts the privacy rights of t11sO employees

and others from unwarranted intrusion.

First Amendment Rights of Respondent. Resp,,riont believes

that the unwarranted disclosure of the information sotight would

have a chilling effect on its exercise of its protected

associational rights under the First Amendment. Moreover, under

Federal Election Commission v. Massachusetts Citizens for Life,

479 U.S. 238 (1986), it would appear that the very activities

that the Commission is alleging that respondent committed in

violation of the FECA have been declared to be constitutionally

protected, and those sections of the FECA which would appear to

proscribe such alleged activities have been found to be in

violation of the United States Constitution. (The Commission

itself has recognized that the Congress needs to amend 2 U.S.C.

section 441b, the primary section of the FECA that respondent has

been alleged to have violated, in view of the Massachusetts

Citizens for Life case, supra. See Federal Election Commission

Annual Report 1988, at 33.)

In such circumstances, respondent submits thai- the

Commission has a legal duty to ensure confidentiality with

respect to these documents, especially given that virtually none
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of the documents and information requested bears any relationship

to matters appropriately investigated by the Commission.

Except for certain limited items of information,

substantially identical information is not availahlb- to the

public.

Over a period of weeks, respondent was provided with two

express written assurances from the FEC that thr documents and

information submitted would be held in confidence. and these

responses are being made in accordance with and in reliance on

those express assurances:

1. The FEC will withhold documents under, and

will not waive any applicable exemption under, the

Freedom of Information Act (Letter from Lawrence M.

Noble, General Counsel, dated October 5, 1989);

2. The FEC will return to respondent all

documents not directly relevant to violations of the

Federal Election Campaign Act (Letter from Lawrence M.

Noble, General Counsel, dated October 20, 1989).

Accordingly, other than documents which evidence violations

of the FECA, none of the documents being provided in accordance

with this subpoena will be made a part of the public file on this

MUR, none will be provided to complaiiants, and none will be

disclosed or released to the public.
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General Objection to Subpoena

As a general objection to the subpoena and order, as

discussed hereinabove, and as applicable to the totality of the

documents requested, respondent believes that th- riihpopna is

improper for the following reasons: (a) burdensome; (b)

oppressive; (c) not relevant to any reasonable inquiry by the

Commission; and (d) not justified, as the activitis complained

of by the Commission as illegal are fully protected by the U.S.

Constitution. This general objection is incorporated by

reference into each of the answers to interrogatories set out

below. Nevertheless, without waiving this objection,

respondent's responses are provided to each of the questions and

document requests for the exclusive use of the Commission.
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RESPONDENT FREE THE EAGLE'S
MOTION TO REDUCESCOPEOF SUBPOENA AND ORDER

On the grounds and for the reasons set forth hereinabove.

respondent respectfully moves the Commission to limit discovery

previously provided for herein by modifying its stiblpoea for

documents and order for answers to interrogatories to remove any

requirement to provide documents or information beyond the

initial response to discovery furnished hereinbelow, consisting

of answers to 12 interrogatories and several hundred pages of

documents.

Respectfully submitted,

William J/./Olson
Gilnian, dson & Pangia
1815 H Street, N.W., Suite 600
Washington, D.C. 20006
(202) 466-5100

Counsel for Respondent
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Initial Responses

1. Identify all of Free the Eagle's officers and directors
for all time periods from January 1, 1983 through the present.

Response:

objection. The following information is derived from Free

the Eagle (hereinafter "FTE") corporate records. Those records

are incomplete in certain respects with regard to the early

1980's, and the minutes of the corporation are not specific with

regard to when individuals assumed corporate titles. Information

from July 1987 to the present is based on personal knowledge.

With regard to officer positions in the past, it appears

that certain FTE employees were given or assumed certain officer

titles for FTE without specific action of the FTE Board of

Directors.

FTE Directors

Howard J. Ruff, Chairman January 1983 to present

Business Address: 200 South Main Street, Mapleton, Utah

84663

Residence Address: P.O. Box 31, Springville, Utah 84663

Telephone Number:

Occupation/Position: Chairman of Board, Target, Inc.;

Editor and Publisher, The Ruff Times.

Robert Allen 1983-1984 (?)

Business Address: P.O. Box 8632, Rancho Santa Fe,

California 92067

Residence Address:
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Telephone Number:

Occupation/Position:

Neal B. Blair January 1983 to February 1988

Business Address: n/a

Residence Address: 1002 Salt Meadow Lane, McLean, Virginia

22101

Telephone Number:

Occupation/Position: n/a

James U. Blanchard III November 1988 to present

Business Address: Blanchard and Company, 2400 Jefferson

Highway, Suite 60D. Jefferson, Louisiana 70121

Residence Address:

Telephone Number:

Occupation/Position: President, The Blanchard Co.

William Hagerman February 1988 to present

Business Address: Synergestic Marketing Inc., 477 Madison

Avenue, 16th Floor, New York, New York 10022

Residence Address:

Telephone Number:

Occupation/Position: Vice President, Synergistic Marketing,

Inc.

Betty Hanicke February 1988 to present

Business Address: P.W. Hanicke Manufacturing Co., 1009

McGee Street, Kansas City, Missouri 64106

Residence Address:
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Telephone Number:
Occupation/Position: President, P.W. Hanicke Manufacturing

Company

Joseph Hudson February 1988 to present
Business Address: Box 272, Route 1, Milton, Delaware 19968
Residence Address: same

Telephone Number:

Occupation/Position: real estate developer
David L. Keeffe November 1988 to June 1989

Business Address: 320 Sunset, Pompton Plains, New Jersey

07444

Residence Address: P.O. Box 211, Pompton Lakes, New Jersey

07442

Telephone Number:

Occupation/Position: Chairman of the Board, Ryan James Ltd.
Paul A. Ruchlewicz November 1988 to present

Business Address: 11215 Canby Avenue, North Ridge,

California 91326

Residence Address:

Telephone Number:

Occupation/Position: President, Pacific Western Realty
Howard Segermark July 1987 to present

Business Address: 25 E Street, N.W., 8th Floor,

Washington, D.C. 20001
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Residence Address: 904 Massachusetts Avenue, N.E.,

Washington, D.C. 20002

Telephone Number: (202) 638-0080 (o)
Occupation/Position: Managing Director, Free the Eagle

Mark J. Stoddard January 1983 to February 1988
Business Address: 757 South State Street, Springville, Utah

84663

Residence Address: 1873 South 45 West, Orem, Utah 84058
Telephone Number: (801) 489-3691 (o)
Occupation/Position: President, Target, Inc.; President,

The Jefferson Institute
- Richard Stratford 1983 to September 1988

Business Address: 2005 Siradella Road, Los Angeles,
In California 90024

Residence Address: same

Telephone Number:

Occupation/Position: retired

FTE Officers

Neal B. BlairPresident January 1983 to July 1987

Business Address: see above

Residence Address: see above

Telephone Number: see above

Occupation/Position: see above

Howard Segermark
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Managing Director July 1987 to present

Note: July 1987, office of Presidentabolished in bylaws; Managing Directorcreated as Chief Executive Officer.

Business Address: see above

Residence Address: see above

Telephone Number: see above

Occupation/Position: see above

Mark J. Stoddard
Vice President January 1983 to August 1985

Business Address: see above

Residence Address: see above

Telephone Number: see above

Occupation/Position: see above

William T. Jacobs
Vice President/

Finance & Administration
Secretary-Treasurer December 1984 to Present

Business Address: 25 E Street, N.W., 8th Floor. Washington,

D.C. 20001

Residence Address: 13139 Ada Lane, Nokeeville, Virginia

22123

Telephone Number:

Occupation/Position: Chief Financial Officer, Free the

Eagle

John C. Houston
Vice President/

Legislation February 1985 to January 1987
Business Address: n/a
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Residence Address: n/a

Telephone Number: n/a

Occupation/Position: attorney

David O'Mara
Vice President/

Marketing October 1984 to November 1985

Business Address: n/a

Residence Address: 9910 Portsmouth Road, Manassas, Virginia

22110

Telephone Number:

Occupation/Position: n/a

Harold Goode
Chief Financial Officer/

Controller December 1983 to March 1985

Business Address: n/a

Residence Address: 11212 San Jacinto, N.E., Albuquerque,

New Mexico 87112

Telephone Number: n/a

Occupation/Position: n/a
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2. Produce all of Free the Eagle's financial statements,audits, budgets, budget projections, and management studies forany period from January 1, 1983 through the present.

Response: Objection. See attached documents. as follows:
Monthly Balance Sheets, March, 1983 through August. 1989
Audited Financial Statements, December 31, 1986, Santos, Postal

and Millios, Certified Public Accountants

Audited Financial Statements, December 31, 1987, Santos, Postal

and Millios, Certified Public Accountants

Free the Eagle/Ruff PAC, Projected Budget for 1987

NOTE: The inclusion of the words "Ruff PAC" in title of
budget document was typographical error, as the document

reflects only 1987 FTE expenditures and is based on actual

1986 FTE expenses.
- Free the Eagle. Proposed Budget, 1988 (two pages)

Free the Eagle, Proposed Budget, 1989

Worksheets entitled "Reconciliation of Cash Disbursements to or

for Neal Blair" (believed to be the so-called Broadus

Report) together with two-page narrative report which may

pertain to the worksheets
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3. Produce all of Free the Eagle's cancelled checks and
check registers for the period of January 1, 1983 through the
present. State the purpose of each such check.

Response: Objection. See attached documenits pertaining to

January 1, 1983 through September 11. 1989. The-sp docutments

provide a partial response to this document request which seeks

all check registers and cancelled checks with information

regarding the purpose of each check. See Letter of Lawrence M.

Noble, General Counsel to William J. Olson, Esquire, dated August

30, 1989, establishing staggered response dates.

Certain checks reflected in the check registers attached

need explanation:

a. Check No. 6967, November 5, 1985, to RUFFPAC, $500.00.

FTE records reflect that this check represents an amount that was

deposited into an FTE account through clerical error, and should

have been deposited to RUFFPAC. Accordingly, the $500.00

represents a prompt reimbursement of these funds to RUFFPAC, the

appropriate recipient. See documents attached.

b. Check No. 1869, November 19, 1986, to RUFFPAC,

$3,427.50. This amount represents the proceeds from a fund-

raising solicitation by RUFFPAC which was mistakenly deposited

into the FTE bank account. This check from FTE represented a

transfer or refund of the full amount to the proper recipient of

the funds, RUFFPAC. See document attached, which was obtained

from RUFFPAC.
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c. Check No. 2594, March 13, 1987, to RUFFPAC, $4,034.40.

This amount was a refund of a duplicate rent payment from

RUFFPAC received by FTE that had been made by mnistake in January

1987. See documents attached.

d. Check No. 2681, March 31, 1987, to RTJFFPAC, $895.86.

This amount was a reimbursement of an expenditure to a firm,

Eastern Envelope, that through clerical error was paid by

RUFFPAC, but which should have been paid by FTE. See documents

I") attached.

e. Check No. 3983, September 17, 1987, to RUFFPAC, $480.00.

This check was issued as consideration for United States
Currency. RUFFPAC had conducted a direct mail fund raising

effort in which actual, new dollar bills were sent to potential

contributors. At the end of the effort, RUFFPAC was left with

$480 in new dollar bills. FTE was also undertaking a similar

(7 direct mail fund raising effort, and acquired the new dollar

* bills in return for its check in the same amount. See documents

attached.
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4. Produce all documents constituting, relating,
pertaining, or referring to John Houston's automobile and house
rental contracts.

Response: Objection. See attached documents, as follows:

Lease (house) dated December 27, 1985

Free the Eagle checks and deposit slip re lease

Letter from Howard J. Ruff to John C. Houston dated December 17,

1986 re lease

Free the Eagle checks re auto lease

Lease (auto) documents, check requests, checks, correspondence,

etc. re auto

Accident reports, correspondence, etc. re auto
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5. Identify each person who made any rental payments for
John Houston's house or automobile, and state the amount and date
of each such payment.

Response: Objection. This information is set out on the

worksheets accompanying documents furnished in rsponse to

interrogatory no. 4.
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6. Produce all documents that in any way relate, pertain,
or refer to a $750 donation from Free the Eagle to Students for
America during the fourth quarter of 1984.

Response: Objection. See attached document, a copy of FTF

cancelled check No. 3066 dated November 16. 1984 whirh was

deposited to an account of Students for America Foundation, an

organization exempt from taxation under section 501(c)(3) of the

Internal Revenue Code, and a public charity.
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7. Identify all of your employees or volunteers who worked
on behalf of Herschensohn for U.S. Senate in 1986.

Response: Objection. FTE has not been able to ascertain

with certainty the names of the persons who were ii any way

affiliated with FTE (and/or RUFFPAC) who worked oil this campaigri,

but they may have included Neal B. Blair, Daniel R. Flynn, Tammy

J. Lyles, and Allison Blair.

To the extent that these individuals were paid employees of

FTE, FTE believes they were not paid by FTE for time spent on

the Herschensohn campaign. FTE believes that salary adjustments

were made between FTE and RUFFPAC so that when employees were

working RUFFPAC business, such as this campaign, they were being

paid by RUFFPAC.
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8. List all of your disbursements, including, but not
limited to, cash, credit, and checks to, or on behalf of, the
persons identified in your answer to Question 7 during the period
of April 1986 through June 1986.

Response: Objection. A list of checks diirin, the relevant

period is provided below. There were no such cash disbursements.

Additional work will be needed to respond to the balance of the

request with regard to the balance of the question.

Date Check Number Amount

Neal B. Blair

April 1 7887 $2,600.80

April 10 7962 $3,156.55

April 25 8117 $2,131.00

May 1 8162 $2,600.80

May 2 8187 $1,627.32

May 30 8363 $5,571.00

June 1 8365 $2,600.80

June 9 8430 $3,478.30

June 16 8460 $1,531.00

Daniel R. Flynn

April 1 7903 $ 542.83

April 10 7977 $ 542.83

May 1 8180 $ 542.83

TamxnJ. __Lyles

April 1 7902 $ 558.22

April 3 7952 $ 50.42

May 1 8179 $ 558.22



0 a

May 12

Allison Blair

none

CONFIDENTIAL & PROPRIETARY

8242 $ 150.00
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9. Produce all documents constituting, relating,
pertaining, or referring to disbursements you made on behalf of
Herschensohn for U.S. Senate.

Response: Objection. The only document that can be

identified is a letter from the Herschensohi for II.S. ,4rnate

Campaign to Free the Eagle regarding an "outstanditiq bill" from

Free the Eagle (copy attached). It is not known what this refers

to, but there is no record of a FTE invoice, loan nr payment to

the Herschensohn campaign.

0

o>
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21. Explain in detail the method used to ensure that
RUFFPAC paid its share of administrative expenses, so that it
would not receive in-kind contributions from other organizations.

Response: Objection. FTE and RUFFPAC sh.,-Pd offices and

certain personnel until the physical separation of t]hnse

organizations, including their offices and their #mployees, on

January 1, 1988. During the years prior to 1988. specific

allocations reasonably related to the uses of propf'rt-y and

service by each organization were made to ensure that each

-- organization bore its proper share of costs.
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22. Produce all of Neal Blair's timesheets for the periods
of November 1984 through January 1985, and April t-hrotigh June
1988.

Response: Objection. No time sheets for Nai] Flair for

November 1984 through January 1985 have been foind in the

corporations s records. Mr. Blair left the employ of FTE on

December 31. 1987, and served as a consultant bri~f]y thereafter,

and no time sheets for the period April through 7Tina 1988 have

been located.

* I
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23. Separately with regard to each qii#stinn nbovo, identify

the natural person responding to the questinn and identify each

person who provided any information or asi st anre 11-.'r in

responding to tlhe question.

Response: My name is Howard Segermark, I am Marmtinq

Director of Free the Eagle. and I am respnrdinq t-,-, all qu1es-tions

on behalf of Free the Eagle. I received jnformn and

assistance from FTE staff members Marilyn Price aiid William

Jacobs, from FTF's outside accounting firm, and from FTF's legal

counsel. In addition, I utilized information that T have learned

from a number of individuals who are now or who have been

associated with FTE.

Except where specifically stated to be based uipon personal

knowledge, my responses to the above interrogatorit.s are derived

from sources available to me and therefore are mario ,ipon

information and belief.

Howard Segermar.
Managing Dirert-,,
Free the Eaglp
25 E Street, N.W.. 11th Floor
Washinqton, r.." 20o1

.Sworn to and cibed before me in Py Distr- i- trhi.s
.. . ....... ,nay of '. ."1 _ . ._i- .... 9" . -

NOTARY L I C

Myv Commissicn Expires:
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PIPER & MARBURY

1200 NINETEENTH STREET. N.W.

WASHINGTON. D. C. 20036
202- 861-3900

TELECOPtER 202- 223 - 2085

CASLE PIPERMAR WSH

TELEX 904246

100 CHARLES CENTER SOUT--
36 SOUTH CHARLES SREET

BALTIMORE, MARYLAND 21201

301- 539 - 2% It

December 11, 1989

Robert Raich, Esq.
Office of the General Counsel
Federal Election Commission
999 E Street, N.W., 6th Floor
Washington, D.C. 20463

Re: MUR 2191
Herschensohn for U.S.
Dr. Fred Balitzer, as

co

X
Senate and
treasurer

Dear Mr. Raich:

We submit herewith on behalf of Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer, the signed
responses to interrogatories. The unsigned responses were
filed with the Comission on October 31, 1989.

If you have any questions concerning this matter,
please contact me at 861-3974.

Sincerely,

(,Jennifer L. Lewis
Legal Assistant to

John J. Duffy

//

Enclosure

4 f V C/o, Z/j /



BEFORE THE FEDERAL ELECTION COMMISSION

In The Matter of ))
Herschensohn for U.S. Senate and ) MUR 2191)
Dr. Fred Balitzer, as treasurer )

RESPONSES TO INTERROGATORIES

Dr. Fred Balitzer, in his capacity as treasurer of the

Herschensohn for U.S. Senate Committee ("Committee"), and on

behalf of the Committee, by his attorneys, hereby submits his

responses to the Federal Election Commission's interrogatories

in the above-captioned matter.

1. Identify all persons in any way related to or
affiliated with RUFF Political Action Committee, Free the Eagle
or Neal Blair who performed any work on your behalf in 1986.

Respona: Blake Absher; Andy Baird; Allison Blair;

Daniel R. Flynn; S. Moore; Alan Page; and another unidentified

party, believed to be a friend of Allison Blair.

2. State the dates such persons performed work on

your behalf.

RESQNSE: The persons identified in the response to

interrogatory No. 1 performed work on behalf of the Committee

beginning approximately around the last week of May or the

first week of June, 1986 and continued until the election.



3. Describe the work such persons performed on your
behalf.

RESPONSEZ: Allison Blair and her friend made telephone

calls and otherwise aided the campaign in obtaining

contributions. Daniel R. Flynn may have supervised telephone

banks. Blake Absher, Andy Baird, S. Moore, and Alan Page

participated in the Committee's Get-Out-The-Vote effort.

4. Describe the compensation and other payments such
persons received during the periods they performed work on your
behalf.

RESPONSE: The Committee provided no compensation or

other payments to Daniel R. Flynn, Allison Blair, and the party

believed to be a friend of Ms. Blair. The Committee paid

travel expenses for Blake Absher, Andy Baird, S. Moore, and

Alan Page. The Committee has no information on other sources

of compensation or other payments.

5. Identify all sources of such compensation and
other payments.

RESPONSEa: See above.

6. Separately with regard to each question above,
identify the natural person answering the question and identify
each person who provided any information used in answering the
question.

RESPONSE: Dr. Fred Balitzer has responded on behalf

of the Committee in his capacity as the treasurer of the

Committee, although he has no personal knowledge of the

-2 -



subjects of these Interrogatories. Answers to these

interrogatories were provided primarily by Angelo Buchanan.

I hereby declare under penalty of perjury that the

foregoing is true end correct to the best of my information and

belief.

tD-,

,r-

- 3 -
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BEFORE THE FEDERAL ELECTION COMMISSION SENSITiE
In the Matter of ) .INI.

Free the Eagle )

GENERAL COUNSEL'S REPORT EV,4J.T! " Ti!!. .
I. BACKGROUND

Free the Eagle's ("FTE's") strategy in responding to the

Commission's Subpoena and Order in this matter (Attachment 1),

as judged from its actions thus far, is apparently one of delay

and only partial compliance. FTE's untimely response

co (Attachment 2) accompanied perhaps 800 pages of documents, but

did not fully answer several questions, and failed entirely to

answer other questions. The response also accompanied a "Notion
-- to Reduce Scope of Subpoena and Order" (Attachment 2, page 10).

This Office recommends that the Commission deny the Motion, and

authorize this Office to file a civil suit to enforce compliance

with the Subpoena and Order.

On June 20, 1989, the Commission found reason to believe

that FTE violated 2 U.S.C. 5 441b(a) and that it knowingly and

rIN willfully violated 2 U.S.C. 55 441f and 441b(a). On that date

the Commission also approved the Subpoena to Produce Documents

and Order to Submit Written Answers.

At counsel's request, this Office granted FTE an extension

until August 7, 1989 to comply with the Subpoena and Order

(Attachment 3). Counsel waited until the end of that period to

reply (Attachment 4); and rather than supplying any

non-objectionable documents or information, counsel complained

about a single document request (question 3), averring that it
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encompasses more than 20,000 disbursements, and hoping that the

matter could be explored in a "less difficult" but unspecified

manner. Counsel also requested to enter into pre-probable cause

conciliation. On August 21, counsel withdrew the conciliation

request (Attachment 5).

on August 30, this Office granted FTE an extension until

October 2, 1989 to comply with all questions in the Subpoena and

order except questions 10 through 20, for which answers were due

on November 15. This Office further allowed FTE to answer

question 3 by supplying check registers only; this approach

allows the Commission to obtain copies of specific checks (and

the purposes therefor) as needed, without causing FTE to copy

20,000 separate checks and to state the purpose of each one

(Attachment 6).

FTE then waited until the date the first responses were

due, October 2, 1989, to raise a new concern: confidentiality

(Attachment 7). This office responded on October 5 with a

letter explaining FTE's statutory and procedural protections

(Attachment 8). FTE remained unsatisfied, so on October 20 a

meeting was held with counsel at which this office agreed to

return certain documents to FTE (Attachment 9).

At that time this office informed counsel that compliance

with the Subpoena was expected "immediately." In four

subsequent telephone conversations, counsel indicated that he

would be producing the responses forthwith. Finally, on

November 14, 1989, the day before the answers to questions 10

through 20 were due, counsel produced a response (Attachment 2),

F
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with the Motion to Reduce Scope of Subpoena and Order. The

response indicates that FTE has not made even any attempt to

begin answering questions 10 through 20. Moreover, FTE provided

incomplete answers to several questions. For example, counsel

more than once stated by telephone that he would provide a

thorough answer to question 21.1 Instead, the answer consists

of two sentences, which state in a conclusory manner that FTE

made "specific allocations reasonably related" to "each

organization" to "ensure that each organization bore its proper

share of costs" (Attachment 2, page 27).2

C)
II. FACTUAL AND LEGAL ANALYSIS

Under the circumstances of this MUR, given FTE's history

- thus far, and the juncture of this matter, it appears that FTE

-- and its counsel are not serious about providing complete

1. "21. Explain in detail the method used to ensure that
RUFFPAC paid its share of administrative expenses, so that it
would not receive in-kind contributions from other

C' organizations.'

2. Other incomplete answers include the following:
Question 7, where FTE states that persons affiliated

with it who worked on behalf of the Herschensohn campaign "may
have included" four persons, but does not state so with
certainty, and fails to provide full identifications of the
persons listed. (Moreover, FTE says it "believes" salary
adjustments were made between FTE and RUFFPAC, but does not
demonstrate how, when, or even that, such adjustments ever
occurred.)

Question 8, where the request asks for a list of all
disbursements, "including, but not limited to, cash, credit, and
checks to, or on behalf of, the persons identified in" the
answer to question 7. FTE provides only a list of checks given
to three people, and simply states that further work would be
needed to respond to the balance of the question.

Question 23, where FTE fails to provide the
identifications of Marilyn Price, FTE's "outside accounting
firm," FTE's "legal counsel" [We believe it is not counsel of
record in this MUR.], and other unnamed individuals.
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responses to the Commission's Subpoena and Order. Accordingly,

the General Counsel's Office recommends that the Commission

authorize this Office to institute a civil action for subpoena

enforcement in United States District Court.

This Office further recommends that the Commission deny the

Motion to Reduce Scope of Subpoena and order. The motion is

untimely under the Commission's Regulations and should therefore

be denied. Pursuant to 11 C.F.R. 5 111.15, any motion to quash

or modify a Commission subpoena must be made not more than five

days after receipt of the subpoena. FTE did not meet the

five-day period in which to move to modify. FTE received the

Subpoena on July 13, 1989, but waited until November 14, the day

before its last answers were due, to file its motion. The

motion to modify was filed considerably past the deadline for

filing such a motion.

The five-day period is not extended by a change in the

compliance date specified in the subpoena. According to

11 C.F.R. 5 111.15(c), an agreement to change the date for

production does not affect the force and effect of the subpoena,

and there is nothing in Section 111.15 suggesting that an

agreement to change a date for compliance affects the deadline

for filing a motion to modify.

Moreover, the motion appears to be meritless. The reasons

advanced for modifying the Subpoena are that it is: "(a)

burdensome; (b) oppressive; (c) not relevant to any reasonable

inquiry by the Commission; and (d) not justified, as the

activities complained of by the Commission as illegal are fully
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protected by the U.S. Constitution." (Attachment 2, page 9)

In response, this Office notes the following: A) Providing

answers to questions 10 through 20 is not as burdensome an

undertaking as it may appear. FTE has already conducted audits

of its financial activity for much of the time period in

question, so the material needed to assemble answers is probably

readily available. In any event, the "burden" of providing the

answers is proportionate to the violations in this matter, which

apparently amount to hundreds of thousands of dollars. 3 B) The

purpose of the Commission's discovery request is not oppression,04

but only to determine the facts in this matter. C) The

Commission has found reason to believe the respondents committed

numerous and large violations of the Act, some knowingly and

-- willfully, and the inquiry is quite relevant to the Commission's

investigation. D) The only support cited by FTE for the

contention that its activities are protected by the Constitution

is FEC v. Massachusetts Citizens for Life, Inc., ("MCFL") 479C-1

3. An alternative to receiving complete answers to questions
10 through 20 could be a Commission audit of FTE and the related
organizations. It would, however, be far more efficient to have
FTE answer the limited questions presented, using its own
expertise, personnel, and records, than for the Commission to do
a complete audit. Moreover, from the information already
available, it seems certain that Commission auditors would
discover significant potential violations of the Act not already
included in this MUR. Any audit of FTE would also have to
accompany an audit of all of the related organizations. An
allegation in this matter (confirmed by the evidence already
available) is that the organizations, modus operandi was to
transfer funds among each other to subsidize certain activities
and to disguise questionable transactions. Any such audit of
these multi-million dollar organizations, for a several year
period, would require a significant commitment of Commission
resources, and would in all likelihood delay this investigation
a year or more.
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U.S. 238 (1986). That case, however, concerned only independent

expenditures by MCFL-type corporations. This MUR, in contrast,

involves direct and in-kind contributions by a non-MCFL-type

corporation. For these reasons, this Office recommends that the

Commission deny the motion.

III. RECOMMENDATIONS

1. Deny Free the Eagle's Motion to Reduce Scope of
Subpoena and Order.

2. Authorize the Office of the General Counsel to
institute a civil action for subpoena enforcement in
United States District Court against Free the Eagle.

3. Approve and send the attached letter.

Da teM.N e

Attachments
1. Subpoena and Order
2. Response
3. 8/2/89 Letter from Noble
4. 8/7/89 Letter from Olson
5. 8/21/89 Letter from Olson
6. 8/30/89 Letter from Noble
7. 10/2/89 Letter from Olson
8. 10/5/89 Letter from Noble
9. 10/20/89 Letter from Noble
10. Proposed letter

Staff Member: R. Raich
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 2191

Free the Eagle

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on January 30,

1990 do hereby certify that the Commission decided by a

vote of 6-0 to take the following actions in MUR 2191:

1. Deny Free the Eagle's Motion to Reduce
Scope of Subpoena and Order.

2. Authorize the Office of the General Counsel
to institute a civil action for subpoena

tenforcment in United States District Court
against Free the Eagle.

3. Approve and send the letter attached to the
General Counsel's report dated January 19, 1990.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission
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FEDERAL ELECTION COMMISSIONU WAHITO% C Z4~IFebruary 6, 1990

CERTIFIED MAIL
RTURKN REEP REQUESTED

William i. Olson, Esquire
Gilmfan, Olson & Pangia
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 2191
Free the Eagle

tn Dear Mr. Olson:

-~ On June 20, 1989 the Federal Election Commission approved

a Subpoena to Produce Documents and Order 
to Submit Written

Answers directed to Free the Eagle. On August 30, 1989 the

commission advised you that responses were 
due by October 2,

- 1989, except as to certain questions, for which responses were

due no later than November 15, 1989. The Commission has not

received complete responses to its Subpoena 
and order. Be

'1) advised that the Commission has denied your 
"Motion to Reduce

Scope of Subpoena and Order."

The Commission notes that your client has not 
fully

complied with the outstanding Subpoena and 
order

in numerous respects, including failing to answer questions 
10

through 20; failing to provide complete identifications of

persons listed or referred to in response to questions 1, 7, and

23; providing an equivocal and incomplete response 
to question 7

(that response is also accompanied by FTE's 
statement that it

believes salary adjustments may have been 
made but no

demonstration that any adjustments ever occurred); 
failing to

respond completely to question 8 (a partial response is

accompanied by a statement that additional 
work would be

undertaken); and failing to provide a complete and thorough

response to question 21.

The Commission reminds you that the Subpoena 
and Order is

continuing in nature so as to require your client to file

supplementary responses or amendments if it obtains further or

different information during the pendency of 
this matter.

As a result of our inability to obtain voluntary compliance

with the Subpoena and order, the Commission has authorized the

General Counsel to institute a civil action for subpoena

enforcement in United States District Court.
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William J. Olsont Esquire
Page 2

Should you have any questions, or should you wish to comply
fully with the Subpoena and Order prior to suit, please contact
Ivan Rivera, Assistant General Counsel, at (202) 376-8200,
within five days after your receipt of this letter.

Sincer

'Lwrfnce M. Noble
General Counsel
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February 20, 1990

BY HAND C.)

Ivan Rivera, Esquire
Assistant General Counsel N
General Counsel's Office
Federal Election Commission
999 E Street, N.W., Sixth Floor
Washington, D.C. 20463

Re: MUR 2191

Free the EaQle

Dear Mr. Rivera:

CI have received Mr. Noble's letter of February 6, 1990,

advising me that our client's Motion to Reduce Scope of Subpoena
and Order filed on November 15, 1989 has been denied by the
Commission. That letter was received in our office on February
12, 1990.

Mr. Noble's letter suggested that, if we wish to comply with
the Subpoena and Order and avoid a civil action for subpoena
enforcement, we should contact you within five days, which was to
expire Saturday, February 17. I was out sick most of last week
and was not able to contact you sooner. Nevertheless, insofar as
February 17 fell on a weekend, and in view of the intervening
federal holiday, please consider this letter a timely contact by
Free the Eagle in an effort to make voluntary compliance with the
outstanding discovery requests.

Certain of the items that have been requested can be
provided within a matter of days, while other items present
substantial difficulty as they involve historical records and no
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current employees of Free the Eagle have any institutional memory
of the period in question. Nevertheless, our client will attempt
to comply.

I noted that Mr. Noble felt that incomplete identifications
of certain persons were provided in response to questions 1, 7
and 23. Please be advised that the FEC has been provided with
all information that our client has concerning the persons in
question. Certainly, if additional information is unearthed
relative to these individuals, our client will be pleased to
provide it.

We do not waive any of the objections to the discovery
requests thus far advanced, but we would certainly like to
resolve this matter without unnecessary litigation. I would
appreciate your contacting me at your earliest convenience
regarding a timetable for the discovery.

Sincerely yours,

W ili i,J. Olson

WJO:gw

Enclosure

cc: Howard Segermark, Managing Director
Free the Eagle



FEDERAL ELECTION COMMISSION

jArNINAC 0%

March 9, 1990

William Olsen
Gilman, Olsen and Pangia
1815 HI Street, N.W.
Washington, D.C. 20006-3604

RE: Free the Eagle
Dear Mr. Olsen:

On Wednesday, March 7, 1990, I was contacted by your
associate, John Miles, regarding compliance with the Federal
Election Commissionts July 10, 1989 subpoena for production of
discovery by your client, Free the Eagle. Mr. miles explained

- that you would not be able to produce the promised discovery by
March 7, as we had agreed, because of illness and business

- travel. Mr. miles stated that you would return to the office
on Friday, March 9 or Monday, March 12 at the latest.

As you had assured me that the production of what you
described as "a stack of documents" would pose little

"T difficulty to you, I expect to receive those documents soon
after your return. I remind you that you also promised to
produce a narrative description of the other documents that you
intend to produce. I expect to receive that description, along
with the "the stack" of documents, if not already produced, no
later than Wednesday, March 14. if you are unable to comply
with this extended deadline, please contact me as soon as
possible.

Thank you for your cooperation in this matter.

Sincerely,

V. Colleen Miller
Attorney
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April 16, 1990

BY HAND

Colleen Miller, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Ms. Miller:

As a supplement to our first and second document production
in the above-referenced MUR, please find enclosed copies of the
following: .

(1) General Ledger -- year ending December 31,
1985 (pages 33 through 177).

(2) Gene-ral Ledger -- year ending December 31.
1987 (pages 1 through 222).

(3) General Ledger -- year endinq December 21,
1988 (pages I through 325).

Current FTE personnel have not located gener ] 1.digFrs for
1983 and 1984, and it is not known if there were s.uch documents
compiled for those years. FTE is still attempting to locate
pages I through 32 of the 1985 General Ledger. Also, the entire
General Ledger for 1986 cannot be found in the rte-orris of FTE as
of this writing, but a getieral ledger was compiled for that year
and it is hoped that this document can still be lo.ated.
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!TE is in the process of completing the 1989 General Ledger,

and this will be provided within the near future.

Sincerely yours,

William Olson

WJO:gw

Enclosures

cc: Howard Segermark, Managing Director
Free the Eagle

,°-V
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RESPONDENT FREE THE EAGLES
SECOND RESPONSE TO INTERROGATORIES AND DOCUMENT REQUESTS

Procedural _Background

The following supplements the Procedural iackground set out

in Respondents Initial Response to Interrogatoi' and Document

Requests in this matter.

On November 15, 1989, Respondent Free the Farol filed its

Initial Response to Interrogatories and Document Ppltests in this

matter. Also on that date, Respondent Free the Fag]le filed a

Motion to Reduce Scope of Subpoena and Order.

By letter of February 6, 1990, from Lawrence M. Noble,

Esquire, received on February 12, 1990, the Commission advised

-_ this Respondent that the Motion had been denied. FTE was asked

-- to contact the Commission if it wanted to comply voluntarily with

the Subpoena and Order.

By letter of February 20, 1990, FTE advised the Commission

that it wanted to attempt to voluntarily comply with the Subpoena

and Order. In a subsequent telephone conversation, Wednesday,

March 7, 1990, was scheduled as the date for partial compliance,

with additional information to follow. Due to illness of counsel

and subsequent travel relating to litigation in fodiral court in

California during the week of March 5. 1990. thp -.?Oiintary

compliance schedule became impossible to meet. an Respondent's

counsel so notified the FEC.

By letter of March 9, 1990, the Commission established a

revised date of Wednesday, March 14, 1990 for this initial,

voluntary compliance. On March 14, 1990 -c-insel ftl" Respondent

• Ak



3

notified FEC counsel that this submission could be made on March

15. 1990.



General _bection_ to Subpoena

The Respondent generally objects to the Subpoena and Order

for the reasons previously set out and discussed in Respondent's

Initial Response to Interrogatories and Docuiment Rpquiests in this

matter. With respect to the totality of the doctiments requested,

Respondent bel ieves that the Subpoena is improper for a number of

Teasons, including that the Subpoena is: (a) bu rdensome; (b)

oppressive; (c) not relevant to any reasonable inquiry by the

Commission; and (d) not justified, as the activities complained

of by the Commission as illegal are fully protected by the U.S.

Constitution under Federal Election Commission v. Massachusetts

Citizens for LifeI__nc_., 479 U.S. 238 (1986) and other decisions.

This general objection is incorporated by reference into each of

the answers to interrogatories set out below. Nevertheless,

without waiving this objection, Respondent's responses are

provided to each of the questions and document requests for the

exclusive use of the Commission, as protected by the Commission's

previously articulated promise of confidentiality to be accorded

this information.

William J ison
Gilman, OlAon & Pangia
1815 H Street. N.W.
Suite 600
Washington, D.C. 20006
(202) 466-5100
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Second Responses

10. Separately for each calendar year fr-om 1983 through the

present:

a. Ident ify each employ,-* of 1) RUFF Pol if i --a Action
Committee ("RIUFFPAC"), 2) Fret, the Eagle ("FTE"). 3) American
Heritage Centrp, Inc. ("AHC"). 4) RITFFPA7 tare -) Financial
publishers of America ("FPA"). 6) Millennial Stav F,-indation; 7)

Ruff Foundation, 8) Federation for American Afghan Ar-tion
("FAAA"), 9) American Afghan Education fuind ("AAEF"), 10)

American Angolan Affairs Council, 11) Mozambique Information

Office, 12) Mozambique Research Counril 1, and 13) oar:ll related
organization.

b. State the total annual salary of each employee
identified in your answer to question 10.a.

c. State the number of hours each employee identified in

your answer to question 10.a. spent working on activities or

projects listed in cuestion l0.a.

d. State the amount each employee identified in your
-- answer to question 10.a. earned from each organization listed in

question 1O.a.

e. State the total amount each organization listed in
question 10.a. was reimbursed by each other such organization for
compensation paid to employees, and state the .mount. and date of
each such reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19. below.

Additionally, attached hereto is a photocopy of a workpaper

created by the Respondent in an effnit to rocnnshir-f and report,

for the period 1983 throigh September 30. 11%A, fl1 name of every

employee of Free the Eagle, his or hr-sr qalaty from Free the

Eagle, and, for employees who also work,4 f'r PITFF-F AC, the

amount per year each employee was paid by Freo t.i- Fagle and

RUFF- PAC.
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The Respondent's records are being further examined to

attempt to locate the addresses and other suich inf- imation

concerning these 92 employees. Thus. the Pospnnd. ', expects to

supplement this response at a later timo.

11. Separately for each calendar year from 19R3 throl.igh the
present:

a. State the total amount each organi7ation listed in
question 10.a. paid for rent.

b. State the name of each person to whom such
organization made rent payments. and the amount and date of each
such payment.

c. State the total amount each organization listed in
- question 1O.a. was reimbursed by each other such organization for

rent payments, and state the amount and date of each such
-- reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19. below.

12. Separately for each calendar year f9m j0R3 through the
present:

a. State the total amount each organization listed in
question 10.a. paid for utilities.

b. State the names of each person to whrm such
organization made utility payments and the amOuint and date of
each such payment.

c. State the total amount each orqani-7ation listed in
question 10.a. was reimbursed by each other such organization for
utility payments, and state the amount and date f ra-h such
reimbursement.

Response: Objection. See Supplemental Rpspon. e to

Interrogatories 10 throuqh 19. below.
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13. Separately for each calendar year from 1983 through the
present:

a. State the total amouint each organ i- ation listed in
quiestion 10.a. paid for insurance.

b. State the name of each person to whom such
,i-ganization made insurance payments and the amoiint and date of
oach such payment.

Respons-e: Objection. See Supplemental Pesponsp to

Interrogatories 10 through 19, below.

14. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organization listed in
question 10.a. paid for office expenses.

b. State the name of each person to whom such
organization made office expense payments and the amount and date
of each such payment.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19, below.

15. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organi7ation listed in
question 10.a. paid for travel and entertainment.

b. State the name of each person to whom such
organization made travel and entertainment payment. and the
amount and date of each such payment.

c. State the total amount each nrgani7qtion listed in
question 10.a. was reimbursed by each other such organization for
travel and entertainment payments. and state the amount and date
of each such reimbursement.
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Response: Objection. See Supplemental Respnnse to

Interrogatories 10 through 19, below.

16. Separately for each calendar yiar frnm 1oP3 through the
present:

a. State the total amount each organi7ation listed in
qiiestion 10.a. paid for repairs and maintenanc .

b. State the name of each person to whom such
organization made repairs and maintenance paymsnt!!1 and the amount
and date of each such payment.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19, below.

17. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organization listed in

question 10.a. paid for automobile expenses.

b. State the name of each person t, whom such
organization made automobile payments and the amount and date of
each such payment.

c. State the total amount each organization listed in

question 1O.a. was reimbursed by each other such organization for
automobile payments, and state the amount and date of each such
reimbursement.

Response: Objection. See Supplempntal Response to

Tnterrogatories 10 through 19. below.

18. Separately for each calendar year from !lA3 through the
present:

a. State the total amount each orqanizatien listed in

question 10.a. paid for computer equipment.
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b. State the name of each person to whom such
organization made computer equipment payments and the amount and
date of each such payment.

c. State the total amount each organization listed
in question 1O.a. was reimbursed by each ot1 i- sivrh organization
for computer equipment payments. and state t he amnint and date of
each such reimbursement.

Response: Objection. See Supplemental Rcspr -ne to

Interrogatories 10 through 19, below.

19. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organization listed in
question 10.a. paid for purposes not classifiable in the
categories in questions 10 through 18.

b. State the purposes of the disbursements composing
each of the amounts listed in your answer to question 19.a.

c. State the total amount each organization listed in
question 10.a. was reimbursed by each other such organization for
purposes not classifiable in the categories in questions 10
through 18, and state the amount and date of each such
reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19, below.
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Supplemental Response toInterrogatories 10 through 19

These Interrogatories request Respondent Free the Eagle to

identify every single expenditure it made duiring the period 1983

through September. 1989. and to then perform an extensive

analysis of all of its expenditures. as well as the expenditures

of certain other organizations.

Specifically, these Interrogatories request the Respondent

to group all the expenditures it incurred during the seven year

period from 1983 through September, 1989 into the following

categories of expenditures:

Interrog atory Number Expenditure Category

10 Employees

11 Rent

12 Utilities

13 Insurance

14 Office Expenses

15 Travel and Entertainment

16 Repairs and Maintenance

17 Automobile Expenses

18 Computer Equipment

19 All Other Expenses

In order to provide a suitable response to this

Interrogatory, Respondent FTE is attempting to loc-ate documents

which may have already categorized these expenditulres, and has

located thus far certain check registers and generAl ledgers that
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appear to contain some or all of the requested cntegories'. To

the extent that such documents correlate to the)( c.;t-#croreS

identified in Interrociatories Mos. 10 throuqh 1q. fhe

informration si"ibmi t.te-i liwc-ewit +lxw'1old I-( -- ns-id--d diro-ctIy

responsive to tho i nterrocJatori 4 . If, (i' th 17114 rI IhAnd,

certain inforvmation cannot be 1oc~tecI. o- the r qurr'-It= provided

do riot corroclate preci -ely ttheo categoir-c o set r-t rh in the

interrogatoriei, the Respc'nc ,umt b-e 1 eves that jI t wi 1 I have done

allI thiat is nec#e- sary in order to rea-,on&I cr:,mpi.y with. thle

disc.o.very requests. Otherwise. the toi:timof evety one

of tens of thousands of separatte P.-petirlii tres wo'rd t-e requi red,

which is an enormrous and burdensome uindertaking. The Respondent

respectfully submite that j.I- shouild no-, 1)e reqiiired to

recategorize the information contained in i t:- fcheckr re-istei a and

general Ledgers and that the 'ioctiments th-,on~ ~tain the

information that is resporsi-ve t,7)~irerotre

At this timre, the Re-spondstnt hias lncatf-r -ind is 7u'omitting

copies of all available check reuisters for the -r-ricd 198:3 from

the prespnt for tl-ie following organiz-itions rOnce-iiinq which

informati on Is soxight by Interrogatcorips, Nop. 10 7hrru,:)h 19. InI

addition. the Respondent hais si-ibmitterl tHie Irr r-dqcere of th-Ie

followinq organizatio~is, -tnle -s othetwi S(, '-L.t I-,tu W4 1

supplement thi s answer, i-27 reeFssFary, if Flit-thej' dr c(7:uirlftrltion

is obtaiuepi.
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(1) RUFF Political Action Committee _("RUFF-PAC")

At the time that RUFF-PAC ceased to share offices with FTE,

RUFF-PAC took with it its books and rtmcords. Althouigh FTE has

documents that pertain to the costs that w( t lr-atpd between

FTE and RUFF-PAC, the RUFF-PAC records arf in t1- possession of

RUJFF-PAC.

(2) Free the Eale _("FTE-)_

FTE has already submitted with its initial response all

check registers for FTE from 1983 to 1989. Genernl ledgers will

be submitted, if necessary, when located.

(3) American Heritaqe Centre_,Inc. ("AHC")

See check register and general ledger submitted herewith.

With regard to the June 19, 1986 AHC check to RUFF-PAC (no.

1671) for $5,842.00, it is assumed that this was a payment

to RUFF-PAC of funds contributed by numerouis individuals by

credit card which had been charged through credit card

processing account.

(4) RUFFPAC State

See answer to (1), supra, re RUFF-PAC.

(5) Financial Publishers of America ("FPA")

See check register and general ledger s ibmittr.d herewith.

With regard to the FPA check (no. 1107) to PIIFF-PAC for

$150.00, the records submitted reflect that this was for

the lease of property from RUFF-PAC. With raiord to the FPA

check (no. 1108) to RUFF-PAC for $174.00, the records
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submitted reflect that this was for the lease of office

equipment from RUFF-PAC.

(6) Millennial Star Foundation

See check register and general lpdclei sbmitf,'d herewith.

(7) Ruff Foundation

Document search underway.

(8) Federation for American Afghan Action ("FAAA")

See check register and general ledger sulbmitted harewith.

(9) American Afghan Education fund ("AAEF")

See check register and general ledger submitted herewith.

(10) American Angolan Affairs Council

Document search underway.

(11) Mozambiq e Information Office

This organization is unknown to the undersiqned. FTE

provided office space, salary and limited expenses to Thomas

Schaaf who operated under the name Mozambique Research

Center, which I believe was unincorporated, and he provided

research services to FTE useful to FTEs work on Southern

Africa.
(12) Mozambique Research Council

See answer to (11), supra. re Mozambique Tnfrimation Office.

(13) each related organization

The Respondent questions what is meant by a "tc lated"

organization. FTE is an independent lobbying orqanization.

Most of the time period involved in thep interrogatories was
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before the undersigned, as well as any other current staff,

joined the staff of the Respondent. Therefore, thp Respondent

requiests that information aboit a specific orclani-ation be

requested. At that time, available recirds will hn reviewed in

an effort to locate the responsive documonts bein(i souirht.

20. Identify all documents evincing your answers to
questions 10 through 19. Identify all persons having custody,
control, or access to such documents. State the location of such
documents.

Response: Objection. The Respondent cannot feasibly or

reasonably identify all such documents. The dorumonuts which would

appear to contain information responsive to interrogatories 10

through 19 are as follows (which exist in varying degrees for

some or all of the named organizations): check registers; bank

statements; cancelled checks; personnel records: employee time

sheets; invoices received and paid; correspondence. office

leases; and automobile leases.
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23. Separately with regard to each question above, identify
the natural person responding to the question and identify each
person who provided any information or a sistanct used in

responding to the question.

Response: Objection. My name is Howaid Selri imark. I have

been Managing Director of F-: the Fagle sin,:o ily 1097. and I

am responding to all questions on behalf of Free th.- Eagle. I

received information and assistance from former FTF staff members

Marilyn Price and William T. Jacobs, from FTF's independent

accounting firm, and from FTE's legal counsel. In addition, I

utilized information that I have learned from a nimber of

individuals who are now or who have been associated with FTE.

Except where specifically stated to be based upon personal

knowledge, my responses to the above interrogatories are derived

from sources available to me, as set forth above, and therefore

are made upon information and belief.

H ar g rmark
Managing Director
Free the Eagle
25 E Street, N.W., 8th Floor
Washington. D.(. 20001

Sworn to and Subscribed before me in my Di st , i,-., ihis
_ day of March, 1990.

NOTARY E. ?.,IC
My .,, i s on Expires: _ ,._-i L -

M ___ - __ ___E



FEDERAL ELECTION COMMISSION
WASHINGTON DC 2404

April 23, 1990

J. Curtis Herge, Esquire
Herge, Sparks, Christopher & Biondi
8201 Greensboro Drive, Suite 200
McLean, Virginia 22101

RE: MUR 2191
Save Social Security Political
Action Committee and Curt
Clinkscales as treasurer

Dear Mr. Herge:

On March 26, 1990, your clients you requested that the
-- Federal Election Commission permit the Save Social Security

Political Action Committee ("Committee") to terminate pursuant
to 2 U.S.C. 5 433(d) and Section 102.3 of the Commission's

- Regulations. Because of the ongoing enforcement matter
involving that Committee, this request has been denied.

-- Therefore, you are reminded that the Committee must continue to
file all the required reports with the Commission until such
time as the enforcement matter has been closed as to the
Committee.

If you have any questions, please contact Robert Raich, the
attorney assigned to this matter, at (202) 376-8200.

C-
Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. L rner
Associate General Counsel



FEDERAL ELECTION COMMISSION
VWASHINCION(N f) ( 201404

MEMORANDUM

TO: The Commission April 27, 1990

FROM: Lawrence M. Noble/ k0
General Counsel )9

RE: Suit Authorization
CMUR 2191

Free the Eagle

On January 30, 1990, the Commission authorized the Officeof General Counsel to institute a civil action for subpoena-- enforcement in the United States District Court against
respondent Free the Eagle for its failure to comply with a-- subpoena to produce documents and order to submit written
answers issued on June 20, 1989.

Counsel for Free the Eagle was notified of theCommission's decision on February 6, 1990. On February 20,Counsel offered to make additional production, which was doneon March 15, April 16, April 26 and April 27. There has been asubstantial amount of production since suit was authorized bythe Commission. Therefore, in light of the substantiallyto changed circumstances of document production and response tointerrogatories by Free the Eagle, this Office will not beseeking subpoena enforcement in District Court at this time.
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April 26, 1990

BY HAND

Colleen Miller, Esquire
General Counsel's Office
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2191
Free the Eagle

Dear Ms. Miller:

As a supplement to our first and second document production
in the above-referenced MUR, and our document production of April
16, 1990, please find enclosed copies of the following:

(1) General Ledger -- year ending December 31,

1983 (consisting of 106 pages, not
consecutively numbered).

(2) General Ledger -- year ending December 31,
1984 (consisting of 33 pages. not
consecutively numbered).

(3) General Ledger -- year ending December 31.
1985 (pages 1 through 32 only) (please nots
that pages 33 through 177 of this General
Ledger were provided on April 16, 1990).

(4) General Ledger -- year ending December 31,
1986 (pages 1 through 192).

CDr'
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You will remember that the General Ledger for 1987 and 1988
were previously provided. The General Ledger for 1989 remains
incomplete, coincidentally being reviewed by FTE's auditors this
afternoon, but should be completed shortly. It cman be provided
upon completion.

You have additionally requested documents which explain the
accounts contained in the General Ledger for Free the Eagle and
such other organizations as maintained General Ledgers. As I
pointed out, a description of the account is printed out along
with the account number on the General Ledgers. With regard to
other documentation of these accounts. FTE has located the
following documents:

(5) Free the Eagle, Chart of Accounts, dated 10-
05-83 (pages I through 3).

(6) Free the Eagle, Chart of Accroaints, dated 2-
5-87 (pages 1 through 7).

(7) Free the Eagle, Chart of Accounts, dated 2-
6-88 (pages 1 through 8).

(8) Free the Eagle, Chart of Accounts. dated 7-
19-89 (pages 1 through 5).

(9) Free the Eagle, Chart of Accounts, dated 11-
22-89 (pages 1 through 5).

(10) American Heritage Centre, Chart of Accoints,
dated 2-26-86 (pages 1 through 3).

(11) American Heritage Centre, Chart of Accor nts,
dated 12-31-86 (pages 1 through 3).

(12) American Heritage Centre, Chart of Accounts,
dated 2-10-87 (pages I through 3).

With respect to the allocation of payroll costs between Free
the Eagle and RUFFPAC, FTE has located the following documents:

(13) Compendium of payroll invoices from FTE to
RUFFPAC for calendar year 1987 and FTE
deposit tickets showing receipt of payments
(consisting of 48 pages).

With respect to the charge card expenditires for April
through Juns 1986, FTE has lonated the fol lowing documents:

(14) Dominion Bank, Visa Statement. ttemant
closing date of S,'15/86, 6/16/86; and
7/15/'86 and certain attached sheets which
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attempt to identify the nature of these
expenses and the fact of a reimbursement from
RUFFPAC State, some of which may have been
prepared by former FTE staff stubsequent to
receipt of the Commission s document request
(consisting of 17 pages).

With respect to timesheets of Pmp nyeer, FTF has located the
following documents.

(15) Timesheets for calendar year 1987 for the
following persons: Neal Blair. Allison
Blair; Sharon McNally; Marilyn Price; L,,irdes
Perry; Loretta Osborne; Mary Kay Tingen; John
H. Smith, Jr.; Bradley Sant; Phonda King;
Mary Kingsley; Bill Jacobs; Kathy Gres.er;
Dan Flynn; Liz Freeman; Jan Farnsworth; Ellen
Duteman; Ingrid Crane; Christine Crane; Tom
Cox; Roger Bradford; Ann Barr: Kristina
Arriaga.

Timesheets for other years are still being phtocopied as of this
writing, and will be furnished later this afternoon or tomorrow.

As to other documents which have nct been located. the
_- supplemental answers to interrogatories will contain a narrative

explanation.

As with all of our document submissions, these documents are
submitted pursuant to the confidentiality provisions outlined in
our previous correspondence and filings.

C" Siw-cerely youlr-s

William' .W Olson

WJO:gw

Enclosures

cc: Howard Segermark, Managing Director
Free the Eagle
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April 27, 1990 -

BY HAND

Colleen Miller, Esquire
General Counsl's Office
Fe,erai Election Commission
999 E Street, N.W.
Washington. D.C. 20463

Re: MUR 2191
i) Free.+ the Eagle

Pear Ms. Millet:

As a further supplement to our first azd second doctiment

production in the above-referenced MI'., and our documellt

productions of April 16, 1990 and April 26, 19.O. please find

enclosed Respondent Free the Eagle's Third Response to

Interrogatories and Document Requests, accompanieei by certain

dociments, described below.

As you will recall, on April 26, 1990 wr F-rovided you with

all t iresheets for calendar year 1987 which wev " iii the

possession of FTE, for 23 eFinpoyet7t. At thi! time. FTE is

providing copies of all rem.vininy ti.,n' h - in it-, p:,ossession.
which relate to ¢-lpndar yn;r.r 19P6 ;Ird !04:.

These Jii'c1,de the timeslkeets .'I t!bm folitrwinrj persons:

Tcdd Argyle
1) i ati 4 bat rIow

.7u] ip Pprt
A'm 3est Barr

!Ooi im Beck-,tead
Pa,n-,en Pe 11



David Cherrington .'5
Jamie Cook
Tom Cox

Christine Crane
Dan Flynn

Ingeborg Crane
Kerry Donley
Pamela Dewey

Kristin Egbert
Dan Flynn
Liz Freeman

Kirk Gifford
Kathy Gresser
Steve Hinton
John Houston--'
Susan Herbst
Bill Jacobs

Mary Kingsley
Carol Kirsch

Marjorie Lawrence
Christiane Lemmon

Tammy Lyles
Paul Marleau

Russell Matthews
Sharon McNally
Marisa Moore "
Lance Motley
Chuck Newton

Loretta Osborne
Julie Ann Patton

-.-7 Sheri Perrson-,
Lourdes Perry "

v Boni Price
Marilyn Price
Carol Rands-
Bradley Sant-i--
Thomas Schaaf
Sonny Scott

John H. Smith, Jr. '

Ethan Sones -
David Sorenson
Matthew Thomas
Mary Kay Tingen.
Kenneth Trotter -:

Hugh Welton A-,
Kimberly Ann Weston

Chad Westover
Mary Ann Yaconis



As with all of our document submissions, these documents
1

submitted pursuant to the confidentiality provisions outlined in
our previous correspondence and filings.

Sincerely yours.

a. Olson

WJO: gw

Enclosures

CC: Howard Segermark, Managing Director
Free the Eagle

WINOWL:,", I
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RESPONDENT FREE THE EAGLE'S

THIRD RESPONSE TO INTERROGATORIES AND DOCUMENT REQUESTS

P roc eduralBac kg round

The following supplements the Procedural Background set out

in Respondent's Initial and Second Response to Interrogatories

and Document Requests in this matter.

On March 15, 1990, Respondent made its 'Second Response to

Interrogatories and Document Requests. On April 16, 1990, a

further production of documents was made consisting of

approximately 691 pages. On April 10, 1990, a meeting between

counsel for Respondent and members of the FEC General Counsel's

Office was held, at which discovery w'as discussed. On April 26,

1990, another production of documents was made consisting of

approximately 600 additional pages. Today, on April 27, 1990,

yet another submission of approximately 791 pages is being made

in an attempt to address the matters discussed during that

meeting between counsel.



RESPONDENT FREE THE EAGLE'S

THIRD RESPONSE TO INTERROGATORIES AND DOCUMENT REQUESTS

Procedural Background

The following supplements the Procedural Background set out

in Respondent s Initial and Second Response to Intprrogatories

and Document Requests in this matter.

On March 15, 1990, Respondent made its Second Response to

Interrogatories and Document Requests. On April 16, 1990, a

further production of documents was made consisting of

approximately 691 pages. On April 19, 19qO. A mepting between

counsel for Respondent and members of the FEC General Counsel's

SOffice was held, at which discovery was discussed. On Anril 26,

1990, another production of documents was made consisting of

. approximately 600 additional pages. Today. on April 27, 1990,

T yet another submission of approximately 791 pages is being made

in an attempt to address the matters discussed during that
0

meeting between counsel.



General Objection to Subpoena

The Respondent generally objects to the 'ubpoena and Order

for the reasons previously set out and discussed in Respondent's

Initial Response to Interrogatories and Document Pequests in this

matter. With respect to the totality of the (Ictflmnts requested.

Respondent believes that the Su]bpoena is imprope-r for a number of

reasons, including that the Slibpoena is: (a) bu rdensome; (b)

oppressive; (c) not relevant to any reasnnabln inquiry by the

Commission; and (d) not justified, as the activiti-s complained

of by the Commission as illegil are fully protectoed by the U.S.

Constitution under Federal Election Commission v. Massachusetts

Citizens for Life,_Inc., 479 U.S. 238 (1986) and other decisions.

This general objection is incorporated by reference into each of

the answers to interrogatories set out below. Nevertheless,

without waiving this objection, Respondent's responses are

provided to each of the qtestions and document roquests for the

exclusive use of the Commission, as protected by the Commission's

previously articu, lated promise of confidentiality to be accorded

this information.

William J. (Ylqr-n
Gilman. 01-On & Fauoia

1815 H Street, N.W.
Suite 600
Washington, D.C. 20006
(202) 466-';l00
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Thi rd Responses

1. Identify all of Free the Eagle's officers and directors

for all time periods from January 1. 1983 throigh the present.

Response:

Objection. All information in thf pnsP sifn of FTE with

regard to the answers to this interrogatory was previously

provided. We have been now asked to attempt t,- obtain

information that we did not have as to the rsidence address and

telephone numbers of five persons for whom business addresses and
Co

telephone numbers already have been provided.

-_ Robert Allen 1983-1984 (?)

Business Address: P.O. Box 8632, Rancho Santa Fe,

California 92067

Residence Address:

Telephone Number: (619) 756-3303

Occupation/Position:

Note: A message was left on Mr. Allens answering machine, and

no return call has yet been received.

James U. Blanchard III November 19p8 to p.' ent

Business Address: Blanchard and Company. 2400 Jefferson

Highway, Suite 60D, Jefferson, [,oiiani 70121

Residence Address:

Telephone Number: (504) 837-3010

Occupation/Position: President, The Blanchard Co.
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Note: Mr. Blanchard has not returned a call placed to his

office. Mr. Blanchard's assistant advised FTF that Mr. Blanchard

has a policy of not disseminating his home addrpss or telephone

number.

William Hagerman February 19R8 to present

Business Address: Synergestic Marketing Inc., 477 Madison

Avenue, 16th Floor, New York, New York 10022

Residence Address:

Telephone Number: (212) 751-2253

Occupation/Position: Vice President, Synergistic Marketing,

Inc.

Note: A call to Mr. Hagerman's office has not been responded to,

although FTE understands that Mr. Hagerman was away from his

office, and will be returning soon.

Betty Hanicke February QR88 to present

Business Address: P.W. Hanicke Manufacturing Co., 1009

. McGee Street, Kansas City, Missouri 64106

Residence Address:

Telephone Number: (816) 842-4749

Occupation/Position: President, P.W. Hanick Manufacturing

Company

Note: Ms. Hanicke declined to furnish her residence information.
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Paul A. Ruchlewicz November 1988 to present

Business Address: 11215 Canby Avenue, North Ridge,

California 91326

Residence Address:

Telephone Number: (818) 363-5188

Occupation/Position: President, Pacific Western Realty

Note: A telephone call to Mr. Ruchlewicz s office was not been

returned.

C)

7. Identify all of your employees or volunteers who worked
on behalf of Herschensohn for U.S. Senate in 1986.

Response: Objection. The following supplemental

,- information is provided concerning the persons previously

U'> identified:

Daniel R. Flynn

Business Address: Office of Congressman Bill Archer

1236 Longworth House Office Building, Washington, D.C.

20515

Residence Address: 5501 Seminary Road, Falls Church,

Virginia 22041

Telephone Number:

Occupation/Position: Press Secretary to Congressman Archer

Tammy J. Lyles

Business Address: RUFFPAC, 501 Capitol Court, N.E., Suita

100, Washington, D.C. 20002

Telephone Number: (202) 546-0023
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Residence Address: 2117 N. Brandywine, Arlington, Virginia

22207

Telephone Number:

Occupation/Position: Executive Director, R1FFPAC

Tammy J. Lyles has advised FTE that she may have done some

work on this campaign on behalf of RUFFPAC, but she has no

specific recollection of what work.

Daniel R. Flynn has advised FTE that he did work on this

campaign in California.

It is believed that Neal Blair did some work on this

campaign, but we are not in a position to ask him the details.

We do not know if Allison Blair worked on this campaign,

and we are not in a position to ask her.

8. List all of your disbursements, including, but not
limited to, cash, credit, and checks to, or on behalf of, the
persons identified in your answer to Question 7 during the period
of April 1986 through June 1986.

Response: Objection. To supplement the information

previously provided as requested, FTE has found no record of any

checks to Allison Blair during the relevant period, which is why

no checks for her were listed in response to this interrogatory

previously, and the word "none" appeared below her name.

FTE has been unable to locate records of any petty cash or

other system during April 1986 through June 1986 tinder which any

cash would have been disbursed to any of these persons.
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All credit card records that FTE can locate for this period

have been furnished to the FEC. I understand that- FTE's credit

card records were previously provided to the law firm of

Williams & Connolly (Mark Levinstein, Esquir- ) (A0 1-7th Street,

N.W., Washington, D.C., telephone number 331 -5000) which at the

time was representing Neal Blair. Aithoubch Wi ]l]ims & Connolly

now advises FTE that it currently has no such recn--ds, no other

responsive credit card records can be located at FTF.

(N

10. Separately for each calendar year from 1983 through the
present:

a. Identify each employee of 1) RUFF Political Action
-- Committee ("RUFFPAC"), 2) Free the Eagle ("FTE"), 3) American

Heritage Centre, Inc. ("AHC"), 4) RUFFPAC State, 5) Financial
-- Publishers of America ("FPA"), 6) Millennial Star Foundation; 7)

Ruff Foundation, 8) Federation for American Afghan Action
("FAAA"), 9) American Afghan Education fund ("AAEF"), 10)
American Angolan Affairs Council, 11) Mozambique Information
Office, 12) Mozambique Research Council, and 13) each related
organization.

b. State the total annual salary of each employee
identified in your answer to question 1O.a.

c. State the number of hours each employee identified in
your answer to quiestion 10.a. spent workinq on activities or
projects listed in question 10.a.

d. State the amount each employee identified in your
answer to question 1O.a. earned from each orqani7ation listed in
question 10.a.

e. State the total amount each organizatiry listed in
question 10.a. was reimbursed by each other such organization for
compensation paid to employees, and state the amniint and date of
each such reimbursement.

Response: Objection. FTE has previously identified 92

employees during the relevant period. It has qhowti the annual

payments to each employee from FTE and RUFFPAC.
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With respect to the so-called "related organizations" 
for

which records have been located and have been ma(lp 
available to

the FEC, certain show expenditures for employees 
(or perhaps

independent consultants), which appear to bs! as f',,lows, with the

amount of each check issued reflected on thp clor tmrts previously

submitted:

Financial Publishers of America

Charles Newton

Julie Patton

Valarie Guido

Federation for American Afghan Action

Andrew Eiva

Matthew Erulkar

American Afghan Education Fund

Andrew Eiva

Matthew Erulkar

American Heritage Centre

Neal B. Blair

William T. Jacobs

Loretta Osborne

David OMara

As to the so-called "related organizations- for which 
no

records are in FTE's possession, as fully describi-d 
in FTE's

responses, the existence of such employees is unkiiown.
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FTE also has provided addresses and telephone numbers for

senior employees and does not maintain a cirrent list of the

other employees. The last known address of nach of these 92

virtually all former employees was 11ot -eqllest- rii 11 liq the

meeting between counsel, but can be furnished wit-h some

difficulty if this information is truly being roqisted.

With respect to the number of hours each employee spent

working for each entity, the only documentary information that is

available is the time sheets that were apparent-ly maintained on a

sporadic basis by some employees. Copies of all employee time

sheets for 1987 which were in FTE files were previously

furnished. With this filing, copies of all employee time sheets

for 1986, 1987 and 1989 which are in FTE files are being

furnished. Time sheets for 1988 have been misfiled, apparently,

and have not yet been located. No timesheets for prior years

have been located. Together, these constituite all employee time

sheets setting out the requested information that, w- have found.

With respect to the reimbursement of salaries from one

organization to the other, the only docnimentary intformation that

has been located was for calendar year 1qA7 when tlhe semi-monthly

billings from FTE to RUFFFAC for personnel co.ts wcor set out.

The method by which salaries were paid in prior years is set out

in response to Interrogatory No. 21. FTE has not foind any

other documents which show reimbursements for salary between

organizations, and it is believed that salary was paid by either



CONFIDENTIAL & PROPRIETARY

FTE or RUFFPAC for each pay period on an alternating basis, and

therefore no reimbursements were made or wnuld hn a been

appropri ate.

11. Separately for each calendar year from lIP3 through the
present:

a. State the total amount each nrqanization listed in
question 1O.a. paid for rent.

b. State the name of each person to whom such
organization made t-ent payments, and the amount and date of each
such payment.

c. State the tot l amount each organization listed in
question 10 a. was reimnursei by each other suich organization for
rent payments, and state the amount and date of Pach such
reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19, below.

12. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organization listed in
question 1O.a. paid for utilities.

b. State the names of each person to whom such
organization made utility payments and the amount and date of
each such payment.

c. State the total amount each organization listed in
question 1O.a. was reimbursed by each other such organization for
utility payments, and state the amount and date of each such

" " reimbursement.

Response: Objection. See Supplempntal Respnils to

Interrogatories 10 through 19, below.

13. Separately for each calendar year from 1993 throigh the
present:

a. State the total amount each olani-ation listed in
question lO.a. paid for insurance.

b. State the name of each person to whom such
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organization made insurance payments and the amount and date of
each such payment.

Response: Objection. See Supplemental Rpsponse to

Interrogatories 10 through 1Q. bplow.

14. Separately for each calendar year frnm 1983 through the
present:

a. State the total amount each orqanization listed in
question 10.a. paid for office expenses.

b. State the name of each person to whom such
organization made office expense payments and the amount and date
of each such payment.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19. below.

15. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organization listed in
question 1O.a. paid for travel and entertainment.

b.- State the name of each person to whom such
"organization made travel and entertainment payments and the

amount and date of each such payment.
C, c. State the total amount each organization listed in

question 1O.a. was reimbursed by each other such organization for
travel and entertainment payments, and state the amount and date
of each such reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19. below.

16. Separately for each calendar yeat frm 1Q83 through the
present:

a. State the total amount eich niganiuiton listed in
question 10.a. paid for repairs and maintenance.

b. State the name of each person to whom such
organization made repairs and maintenance paymet.-s and the amount
and date of each such payment.
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Response: Objection. See Supplemental Rosponse to

Interrogatories 10 through 19, below.

17. Separately for each calendar yeal fiom 1"R3 through the
present:

a. State the total amount earh oqanTi7at-ion listed in
question 10.a. paid for automobile expenses.

b. State the name of each person to whom such
organization made automobile payments atid th am~Lrint and date of
each such payment.

c. State the total amount each organization listed in
question 10.a. was reimbursed by each other such organization for
automobile payments, and state the amount and date of each such
reimbursement.

Response: Objection. See Supplemental Response to

Interrogatories 10 through 19, below.

18. Separately for each calendar year from 1983 through the
present:

a. State the total amount each organi7ation listed in
question 10.a. paid for computer equipment.

b. State the name of each person to whom such
organization made computer equipment payments and the amount and
date of each such payment.

c. State the total amount each oi.gani7ation listed
in question 10.a. was reimbursed by each other suich organization
for computer equipment payments, and state ths. amotunt and date of
each such reimbursement.

Response: Objection. See Supplpmental Rspronse to

Interrogatories 10 through 19, below.

19. Separately for each calendar year from 1QP3 through the
present:

a. State the total amount each organiration listed in
question 10.a. paid for purposes not cl. assifiabl ,  in the
categories in questions 10 through 18.

b. State the purposes of the disblirsonmnts composing
each of the amounts listed in your answer fo qulestion 19.a.
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c. State the total amount each organization listed in
question 1O.a. was reimbursed by each other such organization for
purposes not classifiable in the categories in quostions 10
through 18, and state the amount and date of -ach such
reimbursement.

Response: Objection. Sep Supplpmpntal Responsp to

Interrogatories 10 through 19, below.

Supplemental Response to Interrogatories 10 through 19

These Interrogatories request Respondent Free the Eagle to

identify every single expenditure it made during the period 1983

through September, 1989, and to then perform an extensive

analysis of all of its expenditures, as well as the expenditures

of certain other organizations.

Specifically, these Interrogatories request the Respondent

to group all the expenditures it incurred during the seven year

period from 1983 through September, 1989 into the following

categories of expenditures:

InterrogatoryNumer Expenditure Category

10 Employees

11 Rent:

12 Utilities

13 Insurancp

14 Office Expenses

15 Travel anrd Entertainment

16 Repairs and Maintenance

17 Automobile Expenses
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18 Comptuter Fquipment

19 All Other Expenses

FTE has already provided to the FEC copies of all check

registers from 1983 through 1989 and enes'a] 1'd(i'Vs from 1983

through 1988. The general ledgers have altready --Iteqorized these

expenditures, To require any additional work to -- mply with

these interrogatories would necessitate the rcat-'irization of

every one of tens of thousands of separatp expe-nditures, which is

an enormous and burdensome undr~itakinci.

An estimate from FTEs CPA firm has been reqiiested

concerning the cost of making this recategorization for the years

1983 through 1989. Although a written estimate has not yet been

received, the verbal estimate was that the range would be between

$30,000 and $35,000.

The Respondent respectfully submits that rejijring it to

engage in this exercise would be unduly birdensome, oppressive

and totally unnecessary for any investistion bpitg conducted by

the FEC.

With respect to records of credit card transa1ctions which

were paid with checks listed on tho check yjTit',. 'f the

organizations, please see the answer to int',?,r . -y no. 8,

above. Other than credit card records pr,,vidd pi'wiously for

1986, which I believe had been previously pi1 .I 1,V Marilyn

Price to assist in the preparation of thpse intprloatory

responses, and records for 1989 which FTE hais iii it.s possession
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and could furnish if desired (although all relate to a period

well after RUFFPAC and FTE ceased to occupy the rme offices), no

credit card records for any year can be found a t FTE or at

Williams & Connolly. and FTE does not know ths lrcation of these

records.

With respect to the named so-called "related organizations":

(7) Ruff Foundation

No responsive documents are in the possession of FTE, but it

is believed that these documents may be in the possession of

RUFFPAC.

(10) American_ Angolan _Affairs Council

No responsive documents are in the possession of FTE, but it

is believed that certain financial records concerning this group

were transmitted from Daniel R. Flynn to Neal Blair.

(11) M lozambque Information Office and (12) Mozambiqiie Research

Council

To my knowledge, there was only one "Mozambique" group --

the Mozambique Research Council. I do not know if this group was

ever incorporated. No responsive documents aro iii the possession

of FTE, but it is believed that Mr. Thomas S-haaf. previously

identified, may have financial records regardin-i thi

organization. FTE did not run this orqanizations, nor did it

maintain its checkbook or any records concerningi its operations.

FTE occasionally provided support to thepe arouips beginning in

1987 in exchange for Mr. Szhaaf's research assistance concerning
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the conflict between the communist government of Mozambique and

the anti-communist insurgents. The last known address and

telephone numbers of Mr. Schaaf are as follows: 3347 Chain

Bridge Road, Fairfax, Virginia 22030; work telephone 202-342-

2428; home telephone

(13) each related orqanization

FTE counsel has been orally requested to provide certain

information concerning certain organizations which are now or

have been located at 25 E Street, N.W.: Industry Council for

Tangible Assets (ICTA) and its accrediting division, Coin and

Bullion Dealer Accreditation Program (CABDAP), The Segermark

Company, National Vintner's Association, and Motorcycle Rights

Fund. FTE and ICTA lease their respective office spaces from

the Greenhoot Building Management Company. Under a separate

agreement, FTE pays a small, monthly premium ($187.00) to ICTA

because FTE uses the more desirable office space in the front of

the building and pays ICTA for that benefit. National Vintner's

Association and the Motorcycle Rights Fund were administered by

The Segermark Company staff, and operated in the space that The

Segermark Company used in ICTA's portion of the floor. At no

time did ICTA or any of these organizations have a relationship

with RUFFPAC, nor was the financial agreement with FTE other than

a normal business arrangement. In sum, neither ICTA nor the

other groups subsidized FTE or RUFFPAC.
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20. Identify all documents evincing your answors to

questions 10 through 19. Identify all. persons hlavitin custody,

control, or access to such documents. State the lo-ation of such

documents.

Response: Objection. The Respoinnot canln t foasibly or

reasonably identify all such docuiments. Thie do-umeit. which wolld

appear to contain information responsive to ints-i n-latot ies 10

through 19 are as follows (which exist in vaiyinvj (oI ptoos for

some or all of the named organizations): check boqi.ters; hank

statements; cancelled checks- personnel records; employee time

sheets; invoices received and paid; corispondence; office

leases; and automobile leases.

21. Explain in detail the method us-d to ensuire that
RUEFPAC paid its share .... administrative expenses. so that it
wotild not receive in-Af' contributions from other orcjanizat ions.

Response: Objection. FTE and RIFFPAC. cha.ir offices and

certain personnel xinti] the physical separat ion of tlipse

organizations, including their offices and o-it- employees, on

January 1, 1988.

During the years prior to 1988, spocific alhl,(t ions

reasonably related to the uses of property n(I soi'ice by each

organization were made to ensure that each ountii -,t inn bore its

proper share of costs.

Time sheets were maintained by employep.s, a]thiotiql keeping

good time sheets was not enforced, for many ySarr:. See answer to

interrogatory no. 10. above, describing time sleets which have

been submitted herewith.
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Bill Jacobs and Marilyn Price have explained to me that they

made good faith efforts to ensure that the expenses of each

organization were always paid by that organizatinn. and that suich

allocations between organizations as were made (disciised below)

were reasonable and appropriate, to the best of their ability.

Much of the following information was fiii-niphped by Bill

-Jacobs, a former employee and officer of FTE.

No information is available for 1983. which was prior to the

individual or collective memory of current personnel or other

persons reasonably available to us.

_; In 1984, RUFFPAC paid about 19 percent of the total salary

dollars spent during the year. The basis used for this

allocation is not clear, although it is assumed that Harold Goode

made a determination that this was a reasonable allocation and

acted based on that allocation.

During 1985, an allocation of salaries was marle based on

percentages of about 15 percent for RUFFPAC and R percent for

n- FTE. These were based on the fact that 1985 was a non-election

year and there would be little or no activity in the PAC. This

allocation was achieved by alternating the writirt checks on

RUFFPAC and FTE in such a way as to arrive at th" ilbnve-stated

percentages. In fact, 1985 was not an active ypar f',r the PAC,

and the PAC activities only began after persominel changes

occurring in the fall of 1985.
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In 1986, at the beginning of the year, the financial 
staff

determined, by talking to each employee, that, by charging

RUFFPAC one-third of the salaries, rent, itilit y and health

insurance, this amount would more than cover thli costs incurred

by RUFFPAC. This allocation was achieved by writing checks on

RUFFPAC and FTE in such as way as to arrive at tbs- above-stated

percentages. This approach worled, as the salary allocation at

the end of the year was approximately 32 percent to RUJFFPAC.

Other expenses were in the same range.

During 1987, all employees were paid by FTE twice per month,

and twice per month FTE would invoice RUFFPAC for its share of

payroll costs. This share was determined to be 2/3 FTE and 1/3

RUFFPAC for all employees except Neal Blair, whose salary would

be split 1/2 FTE and 1/2 RUFFPAC because of his additional work

on campaigns. This allocation was arrived at by Bill. Jacobs and

Marilyn Price in December, 1986. See answer to interrogatory

number 10 with regard to documents submitted which support 
this

allocation. These documents show that the invoice was paid

approximately when rendered -- sometimes a few days early 
and

sometimes a few days late. It was believed at tho time that this

2/3-1/3 allocation was, if anything, overly qgnero,,is to FTE, and

that RUFFPAC may have been somewhat subsidizing tbh activities of

FTE. In 1987, FTE invoiced RUFFPAC for its 1/3 sharp of health

insurance, rent, utilities, and RUFFPAC paid thes' invoices.

Since FTE and RUFFPAC did not share employe
- and offices in
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1988 through the present, no answer to this question is

applicable for this period.

The reasonableness of these allocations can be seen by a

comparison to 1988 when RUFFPAC had acquired s-par-ate offices.

The 1988 salaries of RUFFPAC employees were approximately

$185,000 for the election year. This can be compared to prior

years. In 1986, RUFFPAC paid approximately $211,316 in salaries,

which was more than 1988, despite the type of increase that could

have been assumed for inflation, etc. In 1987, RUFFPAC paid

approximately $123,500 for salaries even though the year was

almost totally inactive except fnr certain fund-raising mailing.

22. Produce all of Neal Blair's timesheets for the periods
of November 1984 through January 1985, and April through June
1988.

Response: Objection. Despite additional. searching, no time

sheets for Neal Blair for November 1984 through January 1985 have

been found in the corporations s re cords. In response to the

verbal question propounded to FTE's counsel, no time sheets

"filled in by his secretary" have been located for this period.

In response to the verbal question propounded to FTEs counsel, a

telephone call was made to Jim Watkins of the Vicpiirie Company

(7777 Leesburg Pike, Falls Church, Virginiaz telephone: 356-

0440) on April 24, 1990, with regard to so-called "yellow

sheets." FTE was advised that Mr. Watkins was not sure that the

Viguerie Company had any such records, but that he would look
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into it. We have not yet heard back with regard to that

investigation. FTE has no knowledge as to why the Viguerie

Company would have maintained time records on FTE personnel, or

how it could have maintained such i ecords. and I have never

before heard of "yellow sheets."

23. Separately with regard to each questicn above, identify

the natural person responding to the question and identify each

person who provided any information or assistance used in

responding to the question.

"z Response: Objection. I repeat the limitations on my

-- response due to the fact that I have been Managing Director of

Free the Eagle only since July 1987, which are stated in

previous responses to these interrogatories, which I incorporate

here by reference.

I previously identified former staff member Marilyn Price

as having assisted with the preparation of certain answers. I

understand that FTE counsel has received a verbal request that I

expressly identify FTE auditors, even though their aidit reports

have been previously furnished. I understand that FTE counsel

also has received a verbal request that I identify FTE counsel

with whom I have spoken concerning these answers. Objection is

made, but, without waiving any attorney client privilege, I will

identify FTE counsel as stated below. As reciestsd, this

information is as follows:
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Marilyn Price:

Business Address: same as residence, I believe.

Residence Address: 12908 Mt. Royal Lane, Fairfax, Virginia

22033

Telephone Number:

Occupation/Position: Bookkeeper

Louis M. Kauder, Esquire (former General Counsel)

Business Address: Shea & Gardner, 1800 Massachusetts

Avenue, N.W., Suite 800, Washington, D.C. 20036

Residence Address: unknown

Telephone Number:

Occupation/Position: Lawyer

Kim R. Pearson, Esquire (current General Counsel)

Business Address: Swidler & Berlin, 3000 K Street, N.W.,

Washington, D.C. 20007

Residence Address: unknown

Telephone Number: (202) 944-4300

Occupation/Position: Lawyer

William J. Olson, Esquire (FEC Counsel)

Business Address: Gilman, Olson & Pangia, 1815 H Street,

N.W., Suite 600, Washington, D.C. 20006

Residence Address: 2727 Linda Marie Drive, Oakton, Virginia

23173

Telephone Number:

Occupation/Position: Lawyer
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With respect to the documents that have not been located,

FTE counsel has been asked that the extent of thf- search be

identified. All existing FTE financial records r f physically

located at the FTE offices at 25 E Street, N.W., Wihiigton, D.C.

This includes records previously located at 129OR Mt . Royal Lane,

Fairfax, Virginia, which was the last Virginia offics- of Free the

Eagle, and in storage space previously rented in Virginia. These

financial records fill several file cabinets, many shelves of

bookcases, and dozens of file boxes. Prior to making the above

responses, all such financial records were searched.

Additionally. FTE's auditors were asked concerning whether they

had certain documents that they might have had which could not be

located at FTE. In addition to myself, and the persons

previously identified, the searching with regard to these

responses was performed largely by the following FTE employees:

Rawson Carter, John Smith, Lourdes Perry and Mary Ann Yaconis,

all located at Free the Eagle, 25 E Street, N.W., Washington,

D.C. 20001, (202) 638-0080.

Howard Spgermni It
Managing Direr-tn r
Free the Eagle
25 E Street, N.W. 8th Floor
Washington, D.C. 20001
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Sto and subscribed before me in my Disrict, this
~7- day of April, 1990.

My Commisqion Expires:j ~
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August 3, 1990

Charles C. Fiore, Treasurer
National Pro-Life PAC
P.O. Box 4951
Madison, Wisconsin 53711

RE: MUR 2191
National Pro-Life PAC
Charles C. Fiore, as
treasurer

Dear Mr. Fiore:

On July 18, 1990, you requested that the Federal Election
Commission permit National Pro-Life PAC ("Committee") to
terminate pursuant to 2 U.S.C. S 433(d) and Section 102.3 of the
Commission's Regulations. Because of the ongoing enforcement
matter involving your Committee, this request has been denied.
Therefore, you are reminded that the Committee must continue to
file all the required reports with the Commission until such
time as the enforcement matter has been closed as to the
Committee.

If you have any questions, please contact Robert Raich, the
attorney handling this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel
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Honorable Lawrence M. Noble
General Counsel
Federal Election Commission999 E Street, N•W. cn u

Washington, D. C. 20463 C)

Re: MUR 2191; Save Social Security
Political Action Committee and
C. C. Clinkscales III, as
Treasurer

Dear Mr. Noble:

On June 20, 1989, the Federal Election Commission found
reason to believe that our clients, Save Social Security Politi-
cal Action Committee and C. C. Clinkscales III, as treasurer, may
have violated the provisions of 2 U.S.C. 441f. Our last
correspondence on this matter was my letter to Mr. Bernstein
dated September 19, 1989. I have heard nothing since; a period
of almost fourteen months.

Save Social Security Political Action Committee was

denied the ability to terminate under 2 U.S.C. 433(d) and 11 CFR

§102.3 because of the pendency of this matter. It is evident,
_ however, that this matter has been "pending" for an unreasonable

period of time, at least as far as our clients are concerned.

Logic suggests that this matter has not been closed
because of the existence of other respondents about whom you are

preoccupied. However, it seems reasonable that the Office of

General Counsel should have been able to decide by now whether
evidence exists sufficient to keep our clients in this matter.
If there is some, let me know. If there is none, we ask that the
Commission close the file as to our clients and let the Committee
terminate.

AcnCer yere

J. Curtis Herge

:"sbl
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December 3, 1990

J. Curtis Herge, esquire
Herge, Sparks, Christopher & Biondi
8201 Greensboro Drive, Suite 200
McLean, Virginia 22102

RE: MUR 2191
Save Social Security Political

Action Committee and Curt
Clinkscales, as treasurer

Dear Mr. Herge:

This is to respond to your letter dated November 12, 1990
inquiring about the status of this matter with respect to your
clients. Unfortunately, Robert Raich, the attorney assigned to

-- this matter, has left the Commission for private practice. The
matter has been reassigned to Patty Reilly of this Office, who
will be in contact with you soon. We apologize for the delay in
this matter and will endeavor to let you know as soon as
practicable if additional information is necessary from your

- clients or whether this Office intends to move to the next step
in the enforcement process.

If you have any questions, please contact Patty Reilly,
C' the attorney now handling this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G./Lerner
Associate General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

Save Social Security Political ) MUR 2191
Action Committee and Curt )
Clinkscales, as treasurer )SNSITIVE

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On June 20, 1989, the Commission found reason to believe the

Save Social Security Political Action Committee and Curt

Clinkscales, as treasurer, ("Save Social Security PAC") violated

2 U.S.C. S 441f I . Underlying the Commission's reason to believe
determinations were sworn statements of individuals previously

associated with RUFFPAC who testified that RUFFPAC systematically

made indirect excessive contributions to candidate committees to

whom RUFFPAC had already made the maximum permitted contribution

under the Act. RUFFPAC allegedly effectuated this scheme by

making contributions to other unauthorized political committees

C' that, within days, contributed an identical amount or a slightly

lower amount to certain candidate committees.

Specifically, as noted in the General Counsel's Report dated

may 22, 1989, after previously contributing a total of $4,727.28

to the Chavez for Congress Committee, on October 7, 1986 RUFFPAC

reported contributing $1,920 to the Save Social Security PAC.

1. Also on that date the Commission made reason to believedeterminations regarding a number of other respondents includingRUFF Political Action Committee and its treasurer ("RUFFPAC").
The reason to believe determinations on that date also includedknowing and willful violations as to RUFFPAC, RUFFPAC's statepolitical committee, William T. Jacobs, American Heritage Center,
Inc., Neil B. Blair, and Free the Eagle, Inc.



-2-

Additionally, on October 20, 1986, RUFFPAC reported contributing

an additional $80 to this committee. Save Social Security PAC

reported both contributions as a single $2,000 contribution

received on October 8, 1986. Two days later, on October 10, 1986,

Save Social Security PAC reported contributing $1,920 to the Linda

Chavez for Senate Committee and Cheryl Hilton, as treasurer.

Thus, Save Social Security PAC may have knowingly permitted its

name to be used to effectuate the contributions of RUFFPAC. 2

II. STATUS OF THE INVESTIGATION

Also on June 22, 1989 the Commission approved subpoenas for

the named respondents. To date, we have received numerous

responses, including ones from Save Social Security PAC and

RUFFPAC. See Attachments 1, 2, and 3.

In two sworn affidavits Curt Clinkscales, treasurer of Save

Social Security PAC, denies soliciting RUFFPAC for contributions

to the Chavez Committee. Attachments 1 and 2. Instead, he

explains that RUFFPAC's October 1986 contributions were most

probably the result of a solicitation letter Save Social Security

PAC sent to various organizations in the spring of 1986.

Attachment 1 at 1. This solicitation letter was said not to

identify any candidate that Save Social Security PAC intended to

2. The other committees who may have permitted their names to be
used to effectuate the contributions of RUFFPAC were the National
Pro-Life PAC and Charles C. Fiore, as treasurer; Gun Owners of
America Campaign Committee and John H. Hodgson, as treasurer;
Concerned Americans PAC and Lee K. LaHaye, as treasurer; FinancialFreedom Political Action Committee and Donald C. Evans, Jr., as
treasurer; and Liberation Political Action Committee and its
treasurer. The Commission also found reason to believe these
committees and their treasurers violated 2 U.S.C. 5 441f.
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support or oppose. 3 Although the treasurer asserts he cannot

absolutely state that RUFFPAC received this letter, he believes

that this was the case due to the "philosophical similarities"

between Save Social Security PAC and RUFFPAC. Id. at 2.

Mr. Clinkscales further asserts that in September or October of

1986, he received a phone call from an unknown person associated

with RUFFPAC asking whether the Save Social Security PAC was still

seeking funds. Id. at 2-3. According to the Affidavit,

Mr. Clinkscales stated he informed the caller that Save Social

Security PAC was interested in receiving contributions.

Subsequently, he received the two checks in separate mailings from

RUFFPAC. He states no communications accompanied either check

-- when they were mailed to him. Id. at 3. Mr. Clinkscales also

- stated that he made no inquiry why he received the "rather unusual

sum of $1,920.00 [and then) [tjhe subsequent check from RUFFPAC in

the amount of $80.00... without any attendant communication or

explanation." Attachment 3 at 3.

Mr. Clinkscales states that he then decided personally that

Save Social Security PAC would contribute to the Chavez Committee,

citing an interest in the campaign and a personal relationship

with the candidate and her spouse. He then contacted the Chavez

Committee's campaign manager, David Muller, who requested that the

contribution be made as an in-kind one to the firm of Murphy and

3. According to Mr. Clinkscales, this letter was a generic one
that was personalized for each recipient. A representative sample
is attached to the July 24, 1989 Affidavit at Attachment 1, 6.
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Castellanos.4 Mr. Clinkscales was said to have followed this

suggestion. Mr. Clinkscales denies discussing his decision to

contribute to the Chavez Committee with anyone other than David

Muller, and asserts that no individual besides Mr. Clinkscales has

any direct knowledge of the Chavez contribution. Id at 2.

Materials produced by Save Social Security PAC include the

page of the Committee's check book referencing the Chavez

contribution. Although the page holds but three check stubs, it

spans a period of two years from October 1984 through

October 1986, and indicates Save Social Security PAC made only

three contributions during this entire two year period. The first

check stub indicates a $500 contribution made on October 4, 1984,

leaving a balance of $117.72. After an apparent infusion of $75,

well over one year later, on February 22, 1986 the Committee made

a $100 contribution to the Ravenel for Congress Committee. The

last stub indicates that after an eight month lull in contribution

activity during which the account had a balance of $92.72, on

October 10, 1986 Save Social Security PAC wrote a check to Murphy

and Castellanos for $1,920, describing this transaction as "In

kind donation Linda Chavez - U.S. Senate primary." The same check

stub notes the deposit of RUFFPAC's two contributions totaling

$2,000 on October 8, 1986.

Materials produced by RUFFPAC are not consistent with the

response submitted by Save Social Security PAC. For example, when

specifically questioned about the two contributions, RUFFPAC

4. Murphy and Castellanos is a firm whose services include
placing radio spots.
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responded that the $1,920 contribution was for radio commercials,

and that the contribution was requested by John Houston and
5

approved by Wi11i m T. Jacobs. Attachment 3 at 22-3. Materials

provided by RUFFPAC include the requisition form dated October

7, 1986 for the $1,920 contribution and a copy of a check for that

amount dated the same day. Id. at 25-6. This requisition form

indicates that the purpose of the contribution was for radio

commercials. Because RUFFPAC'S internal contemporaneous documents

list the purpose of its contribution to Save Social Security PAC

as for radio commercials, Mr. Clinkscales' statement that he did

not discuss the Chavez contribution with anyone from RUFFPAC

appears not to be credible.
6

In addition to these apparent inconsistencies, a review of

-- the Chavez Committee's reports does not appear to include this

committee's receipt of any in-kind contributions Save Social

Security PAC made to to Murphy and Castellanos. In fact, the

Chavez's Committee's October Quarterly and Pre-General election

reports do not indicate any payments to this vendor at all.

A number of other questions remain. First, respondents have

not produced any evidence that Save Social Security PAC actually

5. Mr. Jacobs was the treasurer of RUFFPAC and also worked with
Free the Eagle, a lobbying organization sharing office space,
facilities, and personnel with RUFFPAC. Mr. Houston did
accounting work for these organizations.

6. According to RUFFPAC's response, the second $80 contribution
was requested by Bradley Sant and approved by William T. Jacobs.
Copies of the check requisition forms and the contribution checks
were produced. See Attachment 3 at 27-8. The requisition form
for the second contribution was dated October 20, 1986, with the
check written on the same day.



* 0
-6-

sent the solicitation letter to RUFFPAC. Moreover, in the event

Save Social Security PAC did send this letter in the spring of

1986, the six month delay in the response from RUFFPAC is unusual.

This response is even more unusual given the dormancy of Save

Social Security PAC during this period (notwithstanding the fact

that the Committee mailed out by its own admission "a substantial

number of generic, fund-raising solicitation letters to political

committees" in the spring of 1986) 7 Attachment 1 at 1.

Additionally, given the contribution pattern discussed in the

General Counsel's Report dated May 22, 1989; the fact that Save

.. Social Security PAC had virtually no funds from the period from

January 22, 1986 until the October contributions from RUFFPAC; the

-- sworn testimony of former RUFFPAC employees that RUFFPAC regularly

contributed to political committees in order that such

contributions could be, in turn, made to political committees that
.0

RUFFPAC had already made the maximum permitted contributions; and

the Chavez Committee's failure to report this purported

unsolicited, in-kind contribution, this Office believes that the

resolution of this matter may require the sworn testimony of other

individuals. Specifically, the testimony of Curt Clinkscales,

identified as "the only agent of the Committee with direct

personal knowledge of and involvement with the receipt by the

Committee of the contributions from RUFFPAC..." may resolve some

of these questions. See Attachment 2 at 13. Similarly, it will

7. Moreover, it is unclear how Save Social Security PAC paid for
this "substantial number of fund-raising solicitations" since its
reports for 1986 do not include any disbursements to any vendors.
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be worthwhile to obtain testimony from David Muller of the Chavez

Committee in his capacity as a non-respondent witness.

Accordingly, in light of these unanswered questions, this Office

recommends that the Commission approve the attached subpoenas and

appropriate letters.

III. RECOMMENDATION

Approve the attached subpoenas and appropriate letters.

Date ( ' ence M.-Noble
General Counsel

Attachments:
1. July 24, 1989 Affidavit
2. September 14, 1989 Affidavit
3. RUFFPAC response (in relevant part)
4. Subpoenas (2)

Staff assigned: Patty Reilly
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Save Social Security Political
Action Committee and Curt
Clinkscales, as treasurer.

)MUR 2191
)
)

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on January 23, 1991, the

Commission decided by a vote of 6-0 to approve the subpoenas

and appropriate letters in MUR 2191, as recommended in the

General Counsel's Report dated January 11, 1991.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for the decision.

Attest:

Dat Staryof th ons

Received in the Secretariat: Fri., January 11, 1991 11:36 a.m.
Circulated to the Commission: Fri., January 11, 1991 2:00 p.m.
Deadline for vote: Tues., January 15, 1991 4:00 p.m.
Objection received: Tues., January 15, 1991 2:50 p.m.
objection withdrawn: Wed., January 23, 1991 12:27 p.m.

dh



FEDERAL ELECTION COMMISSION
WASHINC TON. ( C 20463

February 19, 1991

Alex Castelanos
National Mediae Inc.
211 N. Union St.
Alexandria, VA 22314

Re: XUR 2191

Dear Mr. Castelanos:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. Pursuant
to 2 U.S.C. 5 437g, the Federal Election Commission is conducting
a confidential investigation in the above-captioned matter. The
Commission does not consider you a respondent in this matter, but

-- rather a witness only.

In furtherance of this investigation, the Commission requests
the following information regarding services you or Murphy and

tCastelanos may have provided to certain persons or entities during

1986.

1. Please describe all services provided to the following
entities or provided to individuals acting on behalf of these
entities during 1986:

Ruffpac
Free the Eagle
Save Social Security PAC
Chavez for Senate Committee

Please include in your description the nature of each service, the
candidate, if any, that such service related to, the cost of each
service, and the identification of the person(s) who paid such
cost.

2. Identify the employee(s) who communicated with the above
listed entities with respect to each service described in response
to Question 1. Describe the contents of each such communication.

3.° Additionally, please produce copies of all documents that
refer or in any way relate to the services described in response
to Question 1, including contracts, invoices, check copies,
scripts, correspondence, and notes of conversations.
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Because this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. 5 437g(a)(12)(A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

The Commission appreciates your cooperation in responding to
these questions and request for materials. Please contact Patty
Reilly, the attorney assigned to this matter at (202) 376-5690
regarding your response.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lcner
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. C 204b3

February 19, 1991

Mike Murphy
Mike Murphy Media Associates
3333 K Street N.W.
Washington, D.C. 20005

Re: MUR 2191

Dear Mr. Murphy:

The Federal Election Commission has the statutory duty of
enforcing the Federal Election Campaign Act of 1971, as amended,
and Chapters 95 and 96 of Title 26, United States Code. Pursuant
to 2 U.S.C. S 437g, the Federal Election Comission is conducting
a confidential investigation in the above-captioned matter. The
Comission does not consider you a respondent in this matter, but
rather a witness only.

In furtherance of this investigation, the Commission requests
the following information regarding services you or Murphy and
Castelanos may have provided to certain persons or entities during
1986.

Nr 1. Please describe all services provided to the following
entities or provided to individuals acting on behalf of these

Centities during 1986:

Ruffpac
Free the Eagle
Save Social Security PAC
Chavez for Senate Committee

Please include in your description the nature of each service, the
candidate, if any, that such service related to, the cost of each
service, and the identification of the person(s) who paid such
cost.

2. Identify the employee(s) who communicated with the above
listed entities with respect to each service described in response
to Question 1. Describe the contents of each such communication.

3.' Additionally, please produce copies of all documents that
refer or in any way relate to the services described in response
to Question 1, including contracts, invoices, check copies,
scripts, correspondence, and notes of conversations.
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Because-this information is being sought as part of an
investigation being conducted by the Commission, the
confidentiality provision of 2 U.S.C. S 437g(a)(12)(A) applies.
That section prohibits making public any investigation conducted
by the Commission without the express written consent of the
person with respect to whom the investigation is made. You are
advised that no such consent has been given in this case.

The Commission appreciates your cooperation in responding to
these questions and request for materials. Please contact Patty
Reilly, the attorney assigned to this matter at (202) 376-5690
regarding your response.

Sincerely,

Lawrence R. Noble
General Counsel

BY: Lois G. erner
Associate General Counsel

tt
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Lois G. Lerner, Esq. -

Associate General Counsel
Federal Election Commission
999 E Street, N.hw. .,
Washington, D. C. 20463

Re: MUR 2191; Save Social Security
Political Action Committee and
C. C. Clinkscales, III, as
Treasurer

Dear Ms. Lerner:

This letter is to advise you that C. C. Clinkscales,
-- III, died on February 12, 1991.

Mr. Clinkscales was the treasurer of Save Social
*., Security Political Action Committee; the Committee and Mr.

Clinkscales, as its treasurer, being respondents in MUR 2191.
The Committee has no assistant treasurer and has no board of
directors, or other governing body, capable of appointing a

C successor treasurer. Accordingly, it is suggested that the
Commission take no further action and close its file as to the
Committee and Mr. Clinkscales in this matter.

On March 26, 1990, we requested that the Commission
permit Save Social Security Political Action Committee to
terminate pursuant to 2 U.S.C. 433(d) and Section 102.3 of the
Commission's regulations. You responded, by letter dated April
23, 1990, stating that the request was denied by reason of the
pendency of MUR 2191. In view of the fact that the Committee can
no longer file required reports with the Commission, we request
that the Commission reconsider its earlier decision and permit
the Committee to terminate.

:sbl



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

September 11, 1992

David Bauer, Treasurer
Gun Owners of America Campaign
Committee
3440 Viking Drive
Suite 106
Sacramento, California 95827

RE: MUR 2191

Dear Mr. Bauer:

On April 20, 1992, you requested that the Federal Election
Commission permit Gun Owners Campaign Committee ("Committee") to

N1- terminate pursuant to 2 U.S.C. S 433(d) and Section 102.3 of the
Commission's Regulations. Because of the ongoing enforcement

-- matter involving your Committee, this request has been denied.
Therefore, you are reminded that the Committee must continue to
file all the required reports with the Commission until such
time as the enforcement matter has been closed as to the
Committee.

If you have any questions, please contact me at (202)
219-3690.

C-
Sincerely,

V Helen J. Kim
Attorney

cc: Reports Analysis Division
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GENERAL COUNSELFS REPORT

I. BACKGROUND

A. Introduction

1. Generation of this Matter

This matter arose from a letter sent by David O'Mara to the

Commission on May 15, 1986. The letter expressed concern about

activities in which he had personally participated and implicated

some former coworkers for having engaged in similar activities.

Specifically, O'Mara was instructed to make a loan to his

employer, RUFF Political Action Committee ("RUFFPAC"), for which

he was reimbursed by American Heritage Centre, Inc. ("AHC").

The Commission made reason to believe findings with respect

to the employee loans, and the ensuing investigation revealed a

pattern of numerous, sometimes willful, violations involving

RUFFPAC and related organizations. On June 20, 1989, the

Commission made additional reason to believe findings and approved

numerous subpoenas and orders. Pursuant to the subpoena requests,

voluminous documents have been produced by the respondents in this

matter and this Office is ready to close its investigation.

2. Major Players

Free the Eagle ("FTE") is a registered lobbying organization

that is a corporation without capital stock, and RUFFPAC, is an

unconnected political committee. Howard Ruff, a well-known

financial advisor, founded both organizations which operated out

of the same offices and shared the same personnel until they
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separated on January 1, 1988. Various former employees have

stated that in the minds of the organizations' employees, there

was no difference between the two organizations, and that they

were not treated as separate entities.

Neal Blair served as Howard Ruff's legislative liaison for

many years. During all relevant time periods, Mr. Blair was a

director of RUFFPAC and FTE. He was also President of RUFFPAC and

FTE at all times except the period of August 1987 through

approximately January 1988, when Howard Segermark was President of

the organizations. On March 30, 1989, Mr. Blair pleaded guilty in

Federal District Court in Alexandria, Virginia to a criminal

violation of the Internal Revenue Code for failing to file tax

returns and, according to press reports, resigned as President of

RUFFPAC before doing so. Mr. Blair also originally incorporated

AHC with another former employee of RUFFPAC/FTE (Mark Stoddard)

and with both of their wives. According to Mr. Blair, he had not

recently "utilized" AHC, i.e., it existed as a shell organization.

Blair Deposition at p. 34.

David O'Mara, Charles Newton, Harold Goode and John Houston

are former employees of RUFFPAC/FTE whose employment was

involuntarily terminated. O'Mara, Newton, Goode, and Houston have

all been cooperative with the Commission in its investigation of

this matter.

David O'Mara started working for RUFFPAC/FTE in April 1984

as its marketing director and was dismissed in October 1985.
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Harold Goode started working for RUFFPAC/FTE in December 1983, and

was RUFFPAC's treasurer from April 24, 1984, through March 1,

1985. He handled financial affairs for RUFFPAC, FTE, AHC, and

other organizations, but was dismissed on March 1, 1985, allegedly

due to disputes with Neal Blair concerning the propriety of

certain financial practices. Charles Newton was FTE's field

director and data processing director. Although he never

officially held a position with RUFFPAC, he did considerable work

for RUFFPAC. Newton started working for the organizations in June

1984, and was laid off in March 1987, allegedly for communicating

with Harold Goode.

John Houston was Executive director of RUFFPAC and Vice

President of FTE. He started working for the organizations in

February 1985, and was dismissed in December 1986 at the

insistence of Neal Blair, allegedly for reporting irregularities

to Howard Ruff.

The last individual who played a major role in the events of

this matter is William Jacobs. He worked with Harold Goode from

December 1984 until Goode was fired in March 1985. Mr. Jacobs

then took over Goode's duties of handling financial affairs for

all the organizations and as treasurer of RUFFPAC. According to

its Statement of Organization filed on January 19, 1988, RUFFPAC

replaced William Jacobs with Charles Brooks, as treasurer.

B. Procedural Background

On June 30, 1986, the Commission found reason to believe

RUFFPAC and William T. Jacobs, as treasurer, violated 2 U.S.C.

SS 441b(a), 441f, and 434(b) in connection with a $2,950 loan
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David L. O'Mara made to RUFFPAC, for which he was reimbursed by

AHC. On June 30, 1986, the Commission also found reason to

believe that AHC violated 2 U.S.C. 55 441b(a) and 441f and that

David L. O'Mara violated 2 U.S.C. 5 441f in connection with the

same transaction.

On October 17, 1986, the Commission declined to enter into

pre-probable cause conciliation with RUFFPAC and William T.

Jacobs, as treasurer, and found reason to believe William T.

Jacobs, Neal B. Blair, and Charles R. Newton violated 2 U.S.C.

5 441f. Those three individuals made loans of $3,225, $3,925, and

$759, respectively to RUFFPAC and received money from AHC in

connection with the loans.

On January 6, 1987, the Commission voted to postpone

conciliation with the respondents until additional facts were

available. On that date the Commission also found reason to

believe Neal B. Blair, as President of AHC, violated 2 U.S.C.

S 441b in connection with all four transactions discussed above.

On July 2, 1987, and December 4, 1987, the Commission

approved subpoenas for documents and depositions. Depositions

were taken from August 1987, through January 1988.

On June 20, 1989, the Commission made 38 additional reason

to believe findings and added eleven more respondents to the

matter and authorized broad investigation into the new findings.

These findings are described in detail throughout the rest of this

report.
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II. FACTUAL AND LEGAL ANALYSIS

A. Introduction

As detailed in the General Counsel's Report dated May 22,

1989 ("May GC Report"), the facts in this MUR involve substantial

corporate contributions to federal candidates and committees; a

pattern of cash in-kind contributions to numerous federal

candidates made in the names of others; and massive corporate

subsidization of a political committee's activities. As noted

above, on June 20, 1989, the Commission approved the

recommendations contained in the May GC Report, making 38

additional reason to believe findings. This report summarizes

the transactions discussed in the May GC Report, recounts the

Commission's specific findings, analyzes the results of the

ensuing investigation, and makes recommendations to narrow the

scope of this matter and move toward its resolution.

B. Transactions Involving RUFFPAC/FTE and Others

1. Contributions by RUFFPAC in the Names of Other
Political Committees

The investigation into the Commission's original findings in

this matter revealed a pattern of RUFFPAC making contributions to

candidates through other political committees. Consequently,

the May GC Report recommended findings against all of the

political committees in connection with the prohibited

contributions and additional transactions described in the

following sections.

The addition of the conduit committees as respondents and

related findings greatly increased the size and complexity of this
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matter. The available evidence, however, indicates that

Neal Blair, FTE, RUFFPAC, and William Jacobs were the common

denominators in all these transactions. Thus, this Office

believes the violations can be most efficiently addressed by

focusing our efforts on pursuing these respondents.

To narrow the scope of this matter, this Office will

recommend no further action against some of the respondent

committees and will attempt to conciliate with the others prior to

a Commission finding of probable cause. As discussed above,

RUFFPAC and FTE have already requested pre-probable cause

conciliation, and this Office will invite those committees that

have not yet requested pre-probable cause conciliation, to

-- conciliate.

a. Cash Contributions

Messrs. Goode, O'Mara, and Newton all independently stated

that RUFFPAC on numerous occasions made excessive contributions to

candidate committees to which RUFFPAC had already contributed the

maximum amount allowed under the Act. They alleged that RUFFPAC

effected such contributions by contributing to other political

committees that, in turn, contributed similar amounts to the

candidate committees.

As Chart 1 on the following page illustrates, on numerous

occasions from 1984 through 1986, RUFFPAC developed a pattern of

making contributions to political committees that, within two

days, contributed the identical amount or an amount slightly lower

to candidate committees to which RUFFPAC had already contributed

approximately its maximum legal limit.
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As a multicandidate committee, RUFFPAC could legally

contribute only $5,000 per election to candidate authorized

committees. Through RUFFPAC's direct contributions and its

apparent contributions in the names of other political committees,

RUFFPAC may have made over $20,000 in excessive contributions to

at least seven candidates. Neal Blair, who was President and

Chief Executive Officer of RUFFPAC, personally signed most of the

contribution checks RUFFPAC made to candidates.

Based on the recommendations contained in the May GC Report,

the Commission found reason to believe the following committees

and their treasurers violated 2 U.S.C. 5 441f for knowingly

allowing their names to be used to effect contributions in their

names: National Pro-Life Political Action Committee ("Nat'l

Pro-Life PAC") and Charles C. Fiore, as treasurer; Gun Owners of

America Campaign Committee ("GOA") and John H. Hodgson, II, as

treasurer; Save Social Security Political Action Committee ("SSS

PAC") and Curt Clinkscales, as treasurer; Concerned Americans

Political Action Committee ("CAPAC") and Lee K. LaHaye, as

treasurer; Financial Freedoms Political Action Committee

("FIFE-PAC") and Donald C. Evans, Jr., as treasurer; and

Liberation Political Action Committee ("Liberation PAC") and its

treasurer.

The Commission also found reason to believe that Neal Blair

knowingly and willfully violated 2 U.S.C. 5 441f in assisting the

making of the contributions in the names of the other committees;

that RUFFPAC knowingly and willfully violated 2 U.S.C. 55 441f,

441a(a)(2)(A), and 434(b) with regard to the 1984 election cycle;
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and that RUFFPAC and William Jacobs, who was treasurer when the

1986 transactions took place, knowingly and willfully violated

2 U.S.C. S 441f, 441a(a)(2)(A), and 434(b). The Commission also

approved subpoenas and orders to produce documents for all the

respondents. In response to the Commission's subpoenas and

orders, RUFFPAC and the conduit committees submitted voluminous

documents. The following sections analyze those documents and

make recommendations with respect to the appropriate respondents.

(1). FIrE-PAC

As listed in Chart 1, RUFFPAC may have given FIFE-PAC $5,000

so that FIFE-PAC would give $2,500 to both the Helms and Armey
1

campaigns. In addition to the Commission's section 441f findings

against FIFE-PAC as a conduit committee, the Commission made

findings against FIFE-PAC, FTE, and Neal Blair in connection with

FIFE-PAC's status as a multicandidate committee.

To make contributions over $1,000, FIFE-PAC first needed to

qualify as a multicandidate committee. FIFE-PAC's qualifying

contributions, however, were from FTE employees who were

reimbursed by FTE for those contributions.

According to Charles Newton, on October 18, 1984, Neal Blair

asked Mr. Newton to contribute five dollars to FIFE-PAC and to

solicit five dollar contributions to FIFE-PAC from other employees

in the office, so that FIFE-PAC would have enough contributors to

attain multicandidate committee status. As a multicandidate

1. FIFE-PAC is an independent political committee allegedly
connected with Howard Segermark, the President of Industry Council
for Tangible Assets, who later became President of RUFFPAC.
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committee, FIFE-PAC could make a $5,000 contribution rather than a

$1,000 contribution.

Mr. Newton stated that he solicited five dollar

contributions to FIFE-PAC from FTE employees informing each

employee that he or she would be reimbursed for the contribution.

After he collected from the employees, he took the money and the

list of names to Mr. Blair's office in Washington, D.C. Mr. Blair

then called in Don Evans, treasurer of FIFE-PAC. (Mr. Evans'

office was on the same floor of the same building in which

Neal Blair had his office.) Mr. Newton states that, on

Mr. Blair's instruction, Mr. Newton handed the cash, checks, and

names to Mr. Evans. According to Mr. Newton, Neal Blair then

turned to Don [Evans) . . . and said: Okay,
now that should bring you up to speed, doesn't
it, on the minimum number of contributors to
make you a multicandidate PAC. Don said: Yes,
He [Blair) said; Okay, we will send you some
money and then you can contribute to Helms.

Newton Deposition, p. 46.

The Commission found reason to believe that rTE knowingly

and willfully violated 2 U.S.C. 55 441b(a) and 441f by making a

corporate contribution to FIFE-PAC and by making contributions in

the names of FTE's employees. Thus, FIFE-PAC never attained

multicandidate committee status and the Commission found reason to

believe that FIFE-PAC and Donald C. Evans, as treasurer, violated

2 U.S.C. 5 441a(a)(1)(A). The Commission also found reason to

believe that Neal Blair knowingly and willfully violated 2 U.S.C.

55 441f and 441b(a). As noted above, the Commission found reason
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to believe that RUFFPAC knowingly and willfully violated 2 U.S.C.

S 441f, 441a(a)(2)(A), and 434(b) for contributing to Helms and

Armey in FIFE-PAC's name. The FIFE-PAC, RUFFPAC, and FTE

responses to the Commission subpoenas and orders pertaining to

these findings are analyzed below.

In its response to the Commission's findings, FIFE-PAC

denied the allegations concerning both the conduit contributions

to Helms and Armey and the FTE contributions used to attain

multicandidate status. Other evidence, however, indicates that

FIFE-PAC's denials may not be credible.

Donald C. Evans, treasurer of FIFE-PAC, denied that anyone

from the FIFE-PAC had any communications with anyone from RUFFPAC

or Neal Blair about the contribution to Helms and Armey.

Attachment 3, p. 1, 2. He claims that FIFE-PAC gave money to the

candidates because of similar politics and that it had enough

money to cover those contributions without money from RUFFPAC.

Id. at p. 2. FIFE-PAC submitted canceled checks and bank

statements showing that it had sufficient funds to cover the two

contributions without RUFFPAC's contribution. Id. at pp. 3-12.

In direct conflict with Mr. Evans's denial, however, is

Charles Newton's testimony that he was present in Neal Blair's

Office when Neal Blair turned to Mr. Evans and told him that

Mr. Blair would send Mr. Evans some money and then FIFE-PAC could

contribute to Helms. Thus, it appears that FIFE-PAC made the

contribution to Helms at RUFFPAC's instruction with RUFFPAC funds.

Mr. Evans also denied that anyone at FIFE-PAC was aware that

FTE had reimbursed the individuals who contributed the five
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dollars to rIFE-PAC. Lack of knowledge of the corporate

reimbursement, however, does not negate the excessive

contribution. The testimonial evidence of Charles Newton

regarding the reimbursement of the individual contributions

indicates that FIFE-PAC did not qualify as a multicandidate

committee. Thus, it appears that FIFE-PAC made an excessive

contribution to the Helms and Armey campaigns.

Because FIFE-PAC's response does not appear to be credible,

this Office does not recommend that the Commission take no further

action. Instead, this Office recommends that the Commission send

conciliation agreements to FIFE-PAC and Donald C. Evans, as

treasurer with regard to FIFE-PAC's conduit contribution and the

excessive contribution. Although FIFE-PAC has not requested

pre-probable cause conciliation, conciliation may expedite the

resolution of this matter and allow this Office to focus its

efforts on pursuing Neal Blair. Recommendations as to Neal Blair

and FTE will be discussed below.

(2). Concerned Americans Political Action
Committee

Lee K. LaHaye, treasurer of CAPAC stated that he had no

documents relating to the October 23, 1986 $3,000 contribution

from RUFFPAC and no documents relating to CAPAC's October 23,

1986 contribution to Hansen committee. Attachment 3, p. 15.

Mr. LaHaye also stated that he had no communications with anyone

from RUFFPAC about contributing to Hansen. Id. Mr. LaHaye stated

that he was not the treasurer at the time of the contribution, and
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had no personal knowledge of the authorization for the

contribution. Id. at p.16.

Mr. LaHaye further stated that Mrs. Tim LaHaye, President of

CAPAC in 1986, had some information regarding the contribution,

but exercised her right not to testify because of the possibility

of a referral to the Department of Justice. Id. Because it

appears that representatives of CAPAC may have information

pertaining to the contribution in question, this Office does not

recommend closing the file with respect to this respondent.

Instead, this Office recommends that the Commission send a

subpoena to Mrs. Tim LaHaye, as a non-respondent witness, to

obtain relevant information for the case against Neal Blair.

(3). Save Social Security Political Action
Committee

In his affidavit, C.C. Clinkscales, III, treasurer of SSS

PAC stated that the PAC received two checks from RUFFPAC in

October, 1986, one for $1,920.00 and one for $80.00, and that no

communication accompanied the check. Attachment 3, p. 20. He

denied talking to anyone from RUFFPAC except for a phone call in

October or September of 1986 made by a male caller, whose name he

does not remember, who told him that RUFFPAC was willing to donate

$2,000 if the Committee still needed support. Id. at p. 19.

Mr. Clinkscales said yes and gave the caller a mailing address.

The PAC mailed fundraising solicitation letters in spring

of 1986, but Mr. Clinkscales stated that he did not have copies of

any letters that were mailed. Mr. Clinkscales stated that RUFFPAC

may have gotten a letter because of philosophical similarities.
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Mr. Clinkscales claimed that the timing of the contributions was a

coincidence and that RUFFPAC did not instruct SSS PAC on how to

dispose of its contribution.

Mr. Clinkscales stated that he decided that SSS PAC would

contribute to Chavez for Congress because of his interest in the

campaign and a personal relationship with the candidate and her

spouse. He contacted the Chavez Committee's campaign manager,

David Muller, who requested that the contribution be made as an

in-kind contributions to the firm of Murphy and Castellanos

which is a firm whose services include placing radio spots.

Mr. Clinkscales denied discussing the Chavez contribution with

anyone other than David Muller.

Documentary evidence submitted by both SSS PAC and RUFFPAC

suggests that SSS PAC's in-kind contribution to Chavez for

Congress was not made independently. SSS PAC submitted a copy of

three consecutively numbered check stubs which spanned a period of

two years from October 1984 through October 1986. Attachment 3,

p. 25. These check stubs indicate that before the transaction in

question, SSS PAC had a balance of $92.72 after an eight month

hiatus in financial activity. Id. The last check stub indicates

that SSS PAC deposited $2000 from RUFFPAC on October 8, 1986

before SSS PAC wrote its check for $1,920 to Murphy and

Castellanos for an in-kind contribution to Chavez for Congress.
2

2. The $2000 RUFFPAC contribution to SSS PAC was made with two
separate checks in the amounts of $1,920 and $80. Attachment 1,
pp. 2, 4.
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Id. Thus, SSS PAC's own documents indicate that the funds used to

make the contribution were from RUFFPAC.

Moreover, documents produced by RUFFPAC contradict

Mr. Clinkscales's sworn denials that he discussed the Chavez

contribution with anyone from RUFFPAC. RUFFPAC submitted a check

requisition form dated October 7, 1986 for the $1,920 contribution

and a copy of the check for that amount dated the same day.

Attachment 1, p. 1. This requisition form indicates that the

purpose of the contribution was for "radio commercials." Thus,

the notation of the purpose of the check to SSS PAC which

coincided with the purpose of SSS PAC's in-kind contribution to

Chavez, clearly indicates that there was a connection between the

two contributions.

Because Mr. Clinkscales's statements appeared not to be

credible, on January 23, 1991, the Commission approved a subpoena

for the deposition of Mr. Clinkscales. In a letter dated

February 14, 1991, counsel for SSS PAC notified this Office that

Mr. Clinkscales passed away on February 12, 1991. Attachment 3,

p. 26. Counsel also stated that SSS PAC had not been operational

since Mr. Clinkscales's death and requested that the Commission

allow SSS PAC to terminate. Id. Thus, in view of these

developments and to concentrate our efforts on pursuing

Neal Blair for this transaction, this Office recommends that the

Commission take no further action against Save Social Security PAC

and C.C. Clinkscales, III, as treasurer, and close the file as to

this respondent.
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(4). Liberation Political Action
Committee

The Commission made reason to believe findings against

Liberation PAC and Neal Blair, as treasurer for allowing RUFFPAC

to make contributions in Liberation PAC's name. 3 In addition to

the Commission's findings against Liberation PAC for being a

conduit committee, the Commission made findings against Liberation

PAC and Herschensohn for U.S. Senate for other violations related

to these conduit transactions and for reporting violations.

Responses to the Commission's findings will be discussed below.

(a). Liberation PAC as Conduit

As Chart 1 illustrates, Liberation PAC reported making a

$1,000 contribution to Siljander on December 5, 1985 and a $3,900

contribution to Herschensohn on may 23, 1986. Liberation PAC also

reported receiving funds from RUFFPAC for the same amounts on the

same dates. Liberation PAC did not submit relevant documents,

but other evidence indicates that Liberation PAC made the

contributions to the two candidate committees at RUFFPAC's

instruction.

3. Initially, when the May GC Report made recommendations
against Liberation PAC, the treasurer of the PAC was unknown. The
notification of the Commission's findings were sent to Neal Blair
who sent the materials back and denied being involved with
Liberation PAC. Testimony of other witnesses in this matter,
however, indicated that Liberation PAC was a special project of
Mr. Blair's and, that he made most of the decisions and controlled
most of the transactions relating to Liberation PAC. See General
Counsel's Report dated October 11, 1989. Thus, subseque-nt to the
Commission's findings against Liberation PAC and its treasurer, on
October 20, 1989, the Commission made reason to believe findings
against Neal Blair, as treasurer of Liberation PAC.
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A May 12, 1989 letter written by Paul Langerman, an attorney

for RUFFPAC, enclosed a resolution of RUFFPAC's Board of Directors

to terminate Liberation PAC. Attachment 4, p. 1. The resolution

indicated that between December 1985 and May 1986, Liberation PAC

contributed to only two candidates, and that these contributions

were dependent on an infusion of funds from RUFFPAC. Apparently

Liberation PAC had a balance of $600 after receiving a

contribution from RUFFPAC for that amount on December 5, 1985.

Id. at p. 2. On this same day, the committee made a contribution

NO for $1,000 to Siljander leaving a negative balance of $400. Id.
-" On December 6, 1985, Liberation PAC received a $500 contribution

IIZZ from RUFFPAC, increasing the balance to $100. Id. Nearly six
- months later, Liberation PAC received a $3,900 contribution from

RUFFPAC on May 23, 1986 and made two contributions totaling $3,500
V) to Herschensohn for U.S. Senate on that same day. Id.

RUFFPAC submitted copies of its checks to Liberation PAC and

the check requisition forms for each check. Attachment 1, p. 10.
A copy of RUFFPAC's check requisition form for the $500

contribution indicated that the check was requested on December 5,

1985 and the purpose was for a "transfer," which was approved by

William Jacobs. The requisition form dated May 23, 1986 for the

$3,900 contribution was requested by Neal Blair and approved by

William Jacobs. The purpose of the check was for a "loan for

postage, mailing [and) general expenses." 4

4. It is unclear whether Liberation PAC conducted any mailingsduring this period. According to RUFFPAC's resolution, however,it appears that Liberation PAC's only activity was the making of
contributions to candidates.
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Thus, the evidence indicates that Liberation PAC's two

contributions were made using funds obtained from RUFFPAC, and

that the contributions were made at the behest of RUFFPAC after

RUFFPAC had already made the maximum permissible contribution to

the recipient candidate committees.

(b). Excessives and Other Violations

In addition to the apparent violation for allowing RUFFPAC

to make contributions in its name, the Commission found there was

reason to believe that Liberation PAC violated 2 U.S.C.

5 441a(a)(1)(A) for making an excessive contribution. As Chart 1

illustrates, Liberation PAC made a $3,500 contribution to

Herschensohn for U.S. Senate. Liberation PAC, however, was not a

multicandidate political committee, and could only contribute

$1,000 to the Herschensohn committee.

The Commission also found that the Herschensohn for U.S.

Senate and Dr. Fred Balitzer, as treasurer, violated 2 U.S.C.

5 441a(f) for knowingly accepting the excessive contribution.

After the Commission's Reports Analysis Division informed

Liberation PAC of its apparent excessive contribution to the

Herschensohn committee, Liberation PAC mailed a letter to the

Herschensohn committee explaining that it was not a multicandidate

committee and requesting a refund of the excessive contribution.

Attachment 4, p. 9. Neither the Herschensohn committee nor

Liberation PAC reported the excessive contribution as having been

refunded, though the Herschensohn committee's reports indicated it

had sufficient cash on hand to make the refund.
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The Herschensohn committee did not specifically respond to

the excessive contribution issue, but it appears that the

Herschensohn committee has not yet refunded Liberation PAC's

excessive contribution.5 The Commission, however, terminated

Herschensohn for U.S. Senate before the Commission made findings

against the committee, and Senator Herschensohn's 1992 re-election

committee has a new treasurer. Thus, in view of these

circumstances and the amount of time that has elapsed since the

Commission's previous findings and, to focus our efforts on

pursuing other respondents, this Office recommends that the

Commission take no further action against Herschensohn for U.S.

Senate and Dr. Fred Balitzer, as treasurer, and close the file as

to these respondents.

In addition to the violations involving the excessive

contribution, the Commission found reason to believe that

Liberation PAC and its treasurer violated 2 U.S.C. 55 433(c) and

434(a) for failing to amend its Statement of Organization and

failing to file reports. RUFFPAC and Liberation PAC appeared to

be affiliated committees pursuant to the Commission's regulations,

though neither committee reported the other as an affiliated

committee. Liberation PAC had a change in treasurers in 1987, but

failed to amend its Statement of Organization to reflect this

change and failed to file reports.

5. The committee's response only addressed the issue of an
apparent corporate contribution by FTE discussed at infra
pp. 34-37
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Under 11 C.F.R. 5 100.5, all committees established,

financed, maintained, or controlled by the same person or group

of persons are affiliated. The termination of Liberation PAC

by a resolution of RUFFPAC's Board of Directors, as well as

Neal Blair's supervision of Liberation PAC's activities, see supra

note 4, indicates that RUFFPAC also controlled Liberation PAC.

Thus, RUFFPAC and Liberation PAC were affiliated committees and

Liberation PAC was obligated to amend its Statement of

Organization to include relevant information on RUFFPAC as an

affiliated committee.

(c). Summary

A review of the Public Record reveals that Liberation PAC

has not had any financial activity since 1986, and the

Commission's disclosure indices lists Liberation PAC as

"terminated. "6 The evidence indicates that the transactions in

question were conducted under the aegis of Neal Blair, who

controlled Liberation PAC's transactions, and William Jacobs, who

was RUFFPAC's treasurer when the transactions took place. Thus,

in view of Liberation PAC's circumstances, the violations

pertaining to Liberation PAC can be addressed in pursuing

Neal Blair and William Jacobs. Thus, to focus our efforts on

pursuing Mr. Blair and Mr. Jacobs, this Office recommends that the

6. Although a termination approval letter was not sent to the
Liberation PAC, it did not respond to any non-filing notices sent
by the Commission. Liberation PAC did send a letter to the
Commission explaining their status as a financially and
operationally defunct committee, and the Reports Analysis Division
did not expect any further reports from Liberation PAC. Thus,
Liberation PAC was listed on Commission indices as terminated.



-25-

Commission take no further action against Liberation PAC and close

the file as to this respondent.

(5). National Pro-Life Political Action
Committee

Father Charles Fiore, Chairman and treasurer of Nat'l

Pro-Life PAC, responded on behalf of the committee. Attachment 3,

p. 27. It appears that Peter Gemma, who was the Executive

Director of the committee from 1979 until Father Fiore fired him

in Spring of 1987, had control over the day to day management of

the Committee's financial assets. Father Fiore stated that he was

not able to obtain any documents or records relating to the

contribution in question. He claimed that Mr. Gemma or the

treasurer at the time, has all documents, but has not been able to

contact Mr. Gemma. Father Fiore did not recall the name of the

treasurer, but he thinks that Laura Halbmaier may have been the7
treasurer. Furthermore, he stated that Mr. Gemma alone would
have authorized a disbursement such as the one made to Cleaver for

Congress.

It appears from Nat'l Pro-Life PAC's response that

Mr. Gemma or Laura Halbmaier may have been the ones who would have

had knowledge of any communications with RUFFPAC or Neal Blair

about the contribution. Mr. Gemma and Ms. Halbmaier, however,

were not named originally as respondents in this MUR, and

considering that both Mr. Gemma and Ms. Halbmaier are no longer

7. According to disclosure reports, Laura Halbmaier was the
treasurer of National Pro-Life PAC during 1986.
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affiliated with the committee, this Office does not recommend

findings against them at this stage of the process.

By letter dated December 16, 1991, Father Fiore notified the

Commission that Nat'l Pro-Life PAC had ceased operations.

Attachment 3, p. 32. In view of the committee's status and the

departure of the parties privy to the transactions, the violations

would be more efficiently addressed by pursuing Neal Blair and

RUFFPAC. Thus, to concentrate our efforts on pursuing Neal Blair,

this Office recommends that the Commission take no further action

against National Pro-Life PAC and Father Fiore, as treasurer.

(6). Gun Owners of America Campaign
Committee

In its response to the Commission's subpoena, GOA denied

that anyone from the committee spoke with Neal Blair or anyone

else from RUFFPAC about the committee's contribution to Armey.

Attachment 3, p. 35. In a separate affidavit, William Saracino,

who was Executive Director of GOA during the relevant time period,

stated that he spoke with Neal Blair informally about gun-control

and related issues in 1984, but did not discuss any specific

contribution. Id. at p. 45. He stated that GOA gave Armey $5,000

because of similar views on the right to bear arms. Mr. Saracino

also stated that in 1984, GOA prepared fundraising solicitations

which did not mention any specific candidate. Id. at p. 48.

Mr. Saracino speculated that Howard Ruff, Neal Blair and/or

RUFFPAC may have received one of those letters. Id.

Mr. Saracino asserts that the timing of the contribution was

a coincidence and that it received two other $5,000 contributions
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on the same day's as RUTFPAC's. Id. at p. 47. A review of GOA's

disclosure reports for that year confirms this. Although there

were two other $5,000 contributions, the question of whether

Neal Blair or RUFFPAC directed GOA to make the contribution to

Armey remains open. RUFFPAC's pattern of making contributions in

the names of other political committees and Mr. Saracino's

conversation with Neal Blair suggest that RUFFPAC may have

directed GOA to make the contribution to Armey.

On February 24, 1992, GOA submitted a Debt Settlement Plan

to the Commission's Reports Analysis Division, as a terminating

committee. See Debt Settlement Plan #92-04 dated May 22, 1992.

On May 29, 1992, the Commission determined that the plan submitted

would not result in an apparent violation of the Act or the

Commission's regulations. Thus, in view of this most recent

development and to focus our resources on Neal Blair,

William Jacobs, RUFFPAC, and FTE, this Office recommends that the

Commission take no further action against Gun Owners of America

and John H. Hodgson, II, as treasurer and close the file with

respect to this respondent. This Office intends to send a letter

admonishing GOA.

b. In-kind Contributions to Helms for Senate

In addition to the cash contributions made in the names of

other political committees, RUFFPAC made several in-kind

contributions to Senator Jesse Helms' 1984 re-election campaign.

RUFFPAC apparently paid for T-shirts benefiting Helms for Senate

through Students for America Political Action Committee ("SFA

PAC"). Also, RUFFPAC paid for Neal Blair's daughter's living
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expenses through SFA and Students for America ("SFA") while she

worked for the Helms committee. The Commission's findings in

connection with these transactions and the responses to its

subpoenas and orders are detailed in the following sections.

(1). Helms T-Shirts.

Charles Newton stated that when RUFFPAC was reaching its

maximum legal contribution for the Helms campaign, Neal Blair was

searching for additional methods to contribute to Helms and

decided RUFFPAC would make some T-shirts benefiting the Helms

campaign. An FTE employee designed the T-shirts and worked

directly with a company named Sale Blazers to produce the

T-shirts.

Sale Blazers sent the T-shirts to FTE's offices with an

invoice. FTE employees took out a few T-shirts for their own use,

and then the rest apparently were sent to North Carolina. FTE

sent the invoice and a RUFFPAC check for $2,915.60 to SFA PAC of

Raleigh, North Carolina. Attachment 1, p. 16, 17. SFA PAC

reported receiving the contribution from RUFFPAC on October 29,

1984 and then two days later, SFA PAC made a disbursement of

exactly $200.00 less (i.e. for $2,715.60) to Sale Blazers.

Attachment 6, p. 7, 8. RUFFPAC reported the purpose of the

$2,915.60 disbursement as a contribution to "Students for a Better

America" rather than as an in-kind contribution to Helms for

Senate. Id. at p. 1. Furthermore, RUFFPAC failed to report

8.The T-shirts have the words "Reagan Helms" superimposed on an
outline of North Carolina, and state, "Give 'em Helms on November
6!" Attachment 4, p. 10.
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SFA PAC's address and improperly reported the name of SrA PAC.

SFA PAC reported the receipt of the $2,915.60 as a contribution,

but failed to report RUFFPAC's address. SFA PAC also reported the

purpose of its $2,715.60 disbursement as "TEE SHIRTS" rather than

as an in-kind contribution or as an independent expenditure on

behalf of Helms.

Thus, on June 20, 1989, the Commission found reason to

believe that RUFFPAC knowingly and willfully violated 2 U.S.C.

55 441f, 441a(a)(2)(A), and 434(b); that SFA PAC and George

Hancock, as treasurer, violated 2 U.S.C. 55 441f and 434(b); and

that Neal Blair knowingly and willfully violated 2 U.S.C. 5 441f.

Ralph Reed responded to the Commission's subpoena request on

behalf of SFA PAC. Attachment 3, p. 58. Mr. Reed was a paid

consultant for fundraising and chapter services at the time the

transactions in question occurred. He maintained that the Helms

T-Shirt project was an independent expenditure, and that there was

no coordination with anyone from the Helms Committee. Id. at

p. 59. He also stated that Allison Blair called him in 1984 and

informed him that her father was willing to make a contribution to

SFA PAC for a Helms T-Shirt project. Id.

Furthermore, he did not recall speaking to anyone in

Neal Blair's office about the shirts, and was not aware that

RUFFPAC made the contribution because it was reaching its maximum

for Helms. Mr. Reed stated that he thought Neal Blair did not

give the money directly to the Helms committee because Mr. Blair

specifically wanted T-Shirts made and Mr. Blair felt that the

Helms committee would not use the contribution for T-Shirts, but
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that SFA PAC would do so. Id. at p. 60. He also admitted that

the $2715.60 disbursement for the T-shirts may have been

improperly classified as an operating expenditure. Id. at p. 59.

RUFFPAC's subpoena response also sheds light on this

transaction. RUFFPAC submitted a letter dated November 20,

1984, written by Mr. Reed to Mr. Blair thanking him for the

contribution and requesting more money for the expenses associated

with the T-Shirts. Attachment 1, p. 18. The letter indicated

that Allison Blair distributed some of those T-Shirts to her "high

school coordinators." As discussed below, Allison Blair worked

for the Helms campaign in 1984. Allison Blair's distribution of

the T-Shirts and her initial call to Mr. Reed asking him if SFA

-- PAC would distribute T-Shirts if her father paid for them,

suggests that there may have been some coordination of activity

between, SFA PAC and a campaign worker for Helms for Senate.

Thus, the $2,715.60 would not have been an independent expenditure

by SFA PAC.

(2). Allison Blair's Expenses

In addition to the Helms T-shirts apparently paid for

by RUFFPAC through SFA PAC, RUFFPAC and FTE may have made in-kind

contributions to Helms for Senate Committee in the form of

payments to SFA PAC and SFA which were to pay for Allison Blair's

living expenses while she worked for Helms for Senate Committee.

Harold Goode said he wrote a $750 check on RUFFPAC's account at

the personal instruction of Neal Blair, who said it was for

Allison Blair's support while she was working on the Helms

campaign.



-31-

In FTE's lobbying report for the fourth quarter of 1984,

FTE disclosed that it also gave $750 to SFA. Attachment 4. p. 14.

Harold Goode said he wrote a $750 check on FTE's account at the

same time he wrote the RUFFPAC check. As with the RUFFPAC check,

Goode wrote the FTE check at the personal instruction of Neal

Blair who said it was for Allison Blair's support while working on

the Helms campaign. RUFFPAC apparently failed to report that this

disbursement to SFA PAC was a contribution to Helms for Senate.

RUFFPAC also failed to report the true date and amount of this

disbursement. SFA PAC also failed to report that purpose of its

disbursement was a contribution to Helms for Senate and failed to

report the true date and amount of the disbursement.

The Commission found reason to believe that RUFFPAC

knowingly and willfully violated 2 U.S.C. S 441f, 441a(a)(2)(A),

and 434(b); that FTE knowingly and willfully violated 2 U.S.C.

55 441f and 441b(a); that Neal Blair knowingly and willfully

violated 2 U.S.C. 55 441f and 441b(a); that SFA violated 2 U.S.C.

55 441b(a); and that SFA PAC and George Hancock, as treasurer,

violated 2 U.S.C. 55 441f and 434(b). The Commission also

approved subpoena requests for these respondents.

According to FTE's list of cash disbursements that it

submitted pursuant to the Commission's subpoena, FTE indeed

disbursed $750 on November 16, 1984 to Students for America.

Attachment 2, p. 1. RUFFPAC also submitted a copy of its check

dated November 19, 1984 made out to SFA. Attachment 1, p. 20.

Ralph Reed of SFA PAC stated that Allison Blair stayed at his

apartment from roughly August 10, 1984, to October 15, 1984, free
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of charge while she was working for the Helms campaign.
Attachment 3, p. 61. Mr. Reed stated that "this was a personal
arrangement, having nothing to do with SPA PAC, Helms for Senate,
or any political group." Id. Mr. Reed also stated that he paid
the rent and Allison Blair paid the utilities. Id. In the
November 20, 1984 letter submitted by RUFFPAC, however, Mr. Reed
thanked Neal Blair "for (the) $750 to help cover rent and
utilities for my apartment during Allison's stay." Attachment 1,
p. 18. Thus, this letter together with Mr. Goode's testimony
indicates that RUFFPAC and FTE made a contribution to the Helm's
campaign through SPA and SPA PAC by paying for Allison Blair's

expenses while working for Helms for Senate.

(3). Summary

A review of SPA PAC's disclosure reports reveal that the
committee had reported little financial activity since the time of
their submission in 1989. Although documents obtained from
RUFPPAC suggest that SPA PAC and SPA may have allowed RUFPPAC and
FTE to make contributions in their names, it appears that the
prohibited activity was conducted at the insistence of Neal Blair.
Consequently, in view of the status of the organizations, this
matter may be more efficiently addressed by pursuing Neal Blair,
RUFFPAC, and FTE. Thus, in light of these factors and to
concentrate our resources to pursuing Neal Blair, RUFFPAC, and
FTE, this Office recommends that the Commission take no further
action against Students for America PAC and Students for America.
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Recommendations for Neal Blair, RUFFPAC, and FTE will be discussed

below.

2. Corporate Contributions by FTE to Candidates

The May GC Report described instances where FTE paid for

expenses on behalf of campaigns. Apparently, FTE made

contributions to Cleaver for Congress in the form of the security

deposit and rent on an apartment. This apartment was used by

Neal Blair while he was doing campaign related work for the

Cleaver campaign and also by some of Cleaver's campaign staff in

1984. FTE also may have paid for the salaries and expenses for

four staff people who worked on behalf of the Herschensohn for

U.S. Senate committee in 1986. Thus, the Commission found reason

-- to believe that FTE and Neal Blair knowingly and willfully

-- violated 2 U.S.C. S 441b(a) in connection with these

contributions. The Commission also approved subpoena requests for

FTE, Neal Blair, and Herschensohn for U.S. Senate.
ItT

a. Cleaver for Congress

In connection with the issue of the apartment used by

Neal Blair while working for the Cleaver campaign, Harold Goode

stated that he recalled writing several monthly checks to an

apartment complex in California from about April through July

1984. Mr. Goode could not recall the precise amounts of the

checks, but thought they were for about $400 to $450 each. FTE's

list of cash disbursements for 1984 shows one disbursement to

Crescent Court Apartments in California made on June 21, 1984 for

$90. Attachment 2, p. 9. Although there are no other direct

payments to the apartment complex, there are numerous
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disbursements to Neal Blair other than for regular salary

payments. Id. at pp. 2-8. These disbursements may have been made

to reimburse Neal Blair for rent for the California apartment.

The Commission originally did not make findings against

Cleaver for Congress with respect to this transaction, and there

is no evidence suggesting that the committee was aware of any

corporate payments. Thus, this Office does not make any

recommendations with respect to Cleaver for Congress.

b. Herschensohn for U.S. Senate

With respect to the individuals who worked for the

Herschensohn campaign, it appears that the FTE did pay for at

least Neal Blair's salary. The Commission's findings against FTE

_- on this issue were based on John Houston's testimony that FTE had

- paid for the salaries and expenses of four staff people,

'J) Neal Blair, Allison Blair, Dan Flynn, and another person, who

worked in California on behalf of Herschensohn for U.S. Senate.

The evidence, however, submitted in response to the Commission's

findings indicates that RUFFPAC, not FTE, paid for most of these

expenses.

The Herschensohn committee stated that Blake Absher,

Andy Baird, Allison Blair, Daniel Flynn, S. Moore, Alan Page, and

an unidentified party believed to be a friend of Allison Blair's

were people affiliated with RUFFPAC, FTE or Neal Blair that worked

for them in 1986. Attachment 3, p. 55. According to the

Herschensohn committee's response, these individuals worked from

approximately the last week of May or first week of June 1986

until the election. Id. Allison Blair and her friend made
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telephone calls and otherwise aided the campaign in fundraising

efforts. Id. at p. 56. Daniel Flynn may have supervised phone

banks and others participated in the Committee's get-out-the-Vote

effort. Id. The Herschensohn committee paid travel expenses for

everyone it listed except that no payments whatsoever were paid to

Allison Blair, her friend or Daniel Flynn. Id.

FTE, however, stated, to the best of anyone's recollection,

that Neal Blair, Daniel Flynn, Tammy Lyles and Allison Blair were

the individuals affiliated with RUFFPAC and FTE that worked for

the Herschensohn campaign in 1986. Attachment 2, p. 14. FTE did

not indicate the time period during which these individuals

worked.

This Office separately questioned Daniel Flynn, who stated

that, in addition to himself, Neal Blair and Allison Blair were

the people affiliated with FTE/RUFFPAC who worked on the

Herschensohn campaign. Attachment 5, p. 2. He stated that

00- Tammy Lyles did not work on the Herschensohn campaign, but worked

on a state campaign in Idaho. He also stated that he arrived in

California to work on the campaign approximately two weeks before

the Republican primary in June 1986 and remained until a few days

after the election. Id. at p. I. According to Mr. Flynn he was

paid with RUFFPAC funds during this period and was paid biweekly.

Id.

There appears to be some confusion as to the time period

during which the individuals affiliated with RUFFPAC/FTE worked on

the Herschensohn campaign. The date of the primary election in
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question was June 3, 1986. According to the Herschensohn

committee, these individuals worked during the last week of May or

first week of June until the election. According to Daniel Flynn,

he started two weeks before the election.

Although exactly who worked on the campaign, when they

worked, and for how long, are not clear, an approximation of the

amounts involved can be obtained from the available evidence.

According to the Hershensohn committee and Mr. Flynn, it appears

that those individuals affiliated with FTE/RUFFPAC who worked on

the Hershensohn campaign did so for at least one week before

the primary election on June 3. According to Neal Blair,

Daniel Flynn, and FTE, at least three people worked on the

-- Herschensohn campaign, Neal Blair, Daniel Flynn, and

Allison Blair.

Documentary evidence indicates that FTE only paid for the

salary and expenses for Neal Blair during this period. In

response to the Commission's subpoenas, FTE submitted a list of

cash disbursements which reveals that FTE made salary payments to

Neal Blair around the time of the June 1986 primary, but did not

make payments to the other individuals named by FTE or by the

Herschensohn committee. Attachment 2, pp. 10-12. According to

documents submitted by FTE, FTE paid Neal Blair a total of

$77,500.00 in 1986, resulting in an average weekly salary payment

of $1,490.38. Attachment 2, p. 17. Thus, it appears that FTE

disbursed funds for salary to Neal Blair, who worked on behalf of



-37-

the Herschensohn campaign, resulting in a $1,490.38 in-kind

contribution to the Herschensohn committee. Consequently, it

appears that FTE violated 2 U.S.C. S 441b(a) by making a corporate

contribution.

In addition, RUFFPAC may have made an excessive contribution

to the Herschensohn Committee. A review of RUFFPAC's disclosure

reports for 1986 indicates that RUFFPAC disbursed salary payments

to Daniel Flynn and Neal Blair around the time of the June 1986

primary. 9 Attachment 6, pp. 4-6. As discussed above, Daniel

Flynn and Neal Blair worked for a minimum of one week on the

Herschensohn campaign. According to documents submitted by FTE,

PrA RUFFPAC paid Neal Blair a total of $56,500 in 1986, resulting in

-- an average weekly salary payment of $1,086.53. Attachment 2,

p. 17. RUFFPAC's disclosure reports show that Daniel Flynn earned

$271.42 per week in 1986. Thus, it appears that RUFFPAC made an

in-kind contribution totaling $1,357.95 to the Herschensohn

committee.

According to Chart 1 on p. 11, it appears that RUFFPAC had

exceeded its maximum on contributions to Herschensohn for U.S.

Senate by making contributions through Liberation PAC. See supra

pp. 20-25. Thus, any additional contributions to the Herschensohn

campaign by RUFFPAC would exceed the $5,000 limitation imposed by

2 U.S.C. 5 441a(a)(2)(A). Consequently, it appears that RUFFPAC

9. The names of the other individuals named by the Herschensohn
committee did not appear in RUFFPAC's disclosure reports.
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made an excessive contribution to Herschensohn for U.S. Senate in

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

Because of the uncertainty of the dates that the individuals

worked on the campaign and the exact number of people who worked,

the amounts attributed to FTE and RUFFPAC in this section are, at

best, minimum estimates of the actual amounts involved. The

actual amounts in violation are probably much higher.

There appears to be insufficient evidence at this point

indicating that representatives of Herschensohn for U.S. Senate

were aware that the individuals working were being compensated by

RUFFPAC or FTE, and this Office does not suggest further

investigation of this issue. Thus, this Office does not recommend

-- findings against Herschensohn for U.S. Senate in connection with

-- this transaction.

C. Transactions Involving Only RUFFPAC, FTE or Related
Entities

1. Corporate Subsidization of RUFFPAC

In addition to the pattern of making contributions in the

name of other political committees, the May GC Report described

FTH and RUFFPAC's questionable practice of accounting for

expenses. The sharing of office space and personnel allowed for

FTE or related organizations to pay for some of RUFFPAC's

expenses.

a. Subsidization of RUFFPAC Salaries and Operating
Expenses

It appeared that initially, when FTE and RUFFPAC shared

offices and personnel, those employees who worked for both RUFFPAC
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and FTE were only being paid by FTE. When they did receive

paychecks from RUFFPAC, however, it was not in proportion to the

amount of work performed for RUFFPAC. For example, testimony of

former employees indicated that at least in 1984 and part of 1985,

there were many instances where employees who did work for

RUFFPAC, never received any salary payments from RUFFPAC.

Furthermore, although RUFFPAC did make regular salary

reimbursements to FTE in 1987, the transactions indicated that FTE

advanced RUFFPAC the funds for the salary payments.

In addition to the salary payments, witnesses recounted

their experiences of a widespread use of corporate funds for

RUFFPAC's rent, utilities and other operating expenditures. For

example, RUFFPAC's Financial Statements for 1986 showed that

RUFFPAC had owed FTE $15,652 as of December 31, 1986, for rent and

paid FTE only $4,034.40 for "1986 rent reimbursement." Attachment

4, p. 15. Moreover, it appeared that FTE assumed liability for

the lease of a townhouse and automobile for John Houston who

stated that he performed most of his work for RUFFPAC.

FTE's 1986 financial statement revealed that both RUFFPAC

and RUFFPAC State each paid FTE $2,000 for the use of a single

automobile. Attachment 4, p. 25. It appeared that the majority

of employee time was spent on RUFFPAC and FTE activities and only

a small amount was for RUFFPAC State and thus, the automobile may

have been used primarily for RUFFPAC.
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The Commission found reason to believe that FTE violated

2 U.S.C. 5 441b(a) and that RUFFPAC State and its treasurer

violated 2 U.S.C. 5 441b(a) and 11 C.F.R. 5 102.5(a). The

Commission also found reason to believe that RUFFPAC and its

treasurer violated 2 U.S.C. 55 441b(a) and 434(b), for knowingly

accepting corporate contributions and for failing to disclose

them, and 11 C.F.R. 5 102.5(a).

Extensive discovery was attempted to determine the extent of

the violations and the amounts involved. Both FTE and RUFFPAC

produced numerous documents in response to the Commission's

subpoenas. FTE submitted employee timesheets, balance sheets,

general ledgers, and other related documents.

To approximate the amount of money that RUFFPAC should have

paid for salary, rent, and other operating expenditures, this

Lr) Office attempted to reconstruct the number of employee hours

devoted to RUFFPAC activity. The number of hours would form a

basis for the proportion of expenses that should have been paid byC

r^I RUFFPAC. This Office compiled the hours that employees worked as

rN listed in the timesheets. 1 0 The timesheets, however, were

incomplete as to all the employees that worked for FTE during that

time, and only covered the years 1986, 1987, and 1989.

Furthermore, it appears that some employees may not have been

10. The time sheets are not included as attachments to this
report due to their volume, but they will available for review in
our Office.
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diligent in keeping records of time worked for the various

organizations. For example, the timesheets for 1986 show that for

36 employees, 16,182.45 hours were spent on FTE activity, 1,681.25

hours were spent on RUFFPAC activity, and 14,934.5 hours were not

categorized at all.

Because the timesheets are incomplete and are not accurate

in the time allocations, it is difficult to attach exact amounts

to the salary and operating expenditures that FTE advanced to

RUFFPAC and the amounts that RUFFPAC underreimbursed FTE. This

Office does not recommend further investigation into the matter to

attempt to determine the exact amount of the subsidization. The

documents provided by FTE and RUFFPAC, however, do allow for a

determination of a minimum amount of the subsidization.

FTE provided copies of invoices it issued to RUFFPAC for

employee salary paid in 1987. Attachment 2, p. 20-66. FTE's

documents showed that RUFFPAC reimbursed FTE within time periods

that varied from a few days to a few weeks. Although it appears

that RUFFPAC may have made some reimbursements for salary, it

appears that FTE made the initial disbursement out of its

corporate account. The Commission has determined in Advisory

Opinion 1984-24 that initial advances from the corporate treasury

and later reimbursement would constitute a contribution.

According to the invoices for 1987, FTE advanced RUFFPAC

approximately $132,347.47 for salary payments. Furthermore, as

noted above, FTE had advanced at least $15,652.00 to RUFFPAC for
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rent in 1986. Thus, the amount of corporate subsidization totals

at least $147,999.47.

These, however, are only minimum amounts and do not reflect

the apparent widespread use of corporate funds for RUFFPAC

activities. Although there is a lack of documentation concerning

the years 1984, 1985, and 1986, the testimony of the former

employees indicate that the use of corporate funds for RUFFPAC's

expenses when RUFFPAC lacked the funds, was the normal practice.

Thus, the amount of the violations by this practice likely totals

several hundred thousands of dollars.

b. Corporate Subsidization Through aployees

-1 (1). Employee Loans Made to RUFFPAC
As noted above, on June 30, 1986, the Commission made reason

-- to believe findings against RUFFPAC and William Jacobs, as
treasurer, David O'Mara, and AHC, in connection with a $2,950 loan

that David O'Mara made to RUFFPAC, for which AHC reimbursed him.

On October 17, 1986, the Commission made reason to believe
findings against William Jacobs, Neal Blair, and Charles Newton,

for similar loans of $3,225, $3,925, and $759, made by the

individuals respectively.

Messrs. O'Mara, Jacobs, Blair, and Newton have all admitted

that they loaned money to RUFFPAC with proceeds of monies they

received from AHC. RUFFPAC eventually paid back the loans to each
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of the four men, and they, in turn, repaid AHC. The timing of the

repayments varied substantially -- from 34 days after the date of

the original AHC payment in the case of David O'Mara, to nearly

eight months after the original AHC payment in the case of
William Jacobs. The transactions are detailed in Chart 2 below:

Individual RUFFPAC Individual
From AHC loaned to paid to paid toIndividual RUFFPAC Individual AHC

David O'fMara $3,000 $2,950 $2,950 $3,000
on 9-24-85 on 10-29-85

William Jacobs $3,500 $3,225 $3,225 $3,500
on 9-24-85 on 5-20-86

Neal Blair $4,000 $3,925 $3,925 $4,000
on 9-24-85 on 5-7-86

Charles Newton $775 $759 $759 $775
on 2-11-86 on 4-11-86

Chart 2.
Employee Loan Transactions

RUFPPAC reported the transactions only as loans from O'mara,

Jacobs, Blair, and Newton. RUFFPAC never reported AHC as the

source of the funds. Three of the conduits from AHC to RUFFPAC
(Jacobs, O'Mara, and Newton) viewed the exchanges of checks as a

single transaction. Jacobs himself categorized them

straightforwardly as donations to RUFFPAC with proceeds of loans

from AHC. Newton and O'Mara stated that at no time did they

believe they had an option not to contribute to RUFFPAC with the

money they received from AHC.
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On June 20, 1989, the Commission found reason to believe

that RUFFPAC and William Jacobs, as treasurer, knowingly and

willfully violated 2 U.S.C. SS 441b(a), 441f, and 434(b); that AHC

knowingly and willfully violated 2 U.S.C. SS 441b(a) and 441f; and

that Neal Blair knowingly and wilfully violated 2 U.S.C. 5S 441f

and 441b(a). The ensuing investigation did not reveal any

additional information with respect to the loan transactions.

AHC apparently no longer exists. According to the Secretary

of State of Delaware, AHC is a voided corporation due to its

failure to pay its franchise taxes. Thus, this Office recommends

- that the Commission take no further action against AHC.

David O'Mara and Charles Newton have cooperated fully with

-- the Commission in its investigation of this matter and have been

extremely helpful witnesses. Furthermore, it appears that
William Jacobs and Neal Blair were the individuals who

orchestrated the scheme, and thus, to concentrate our efforts on

pursuing them, this Office recommends that the Commission take no

further action against David O'Mara and Charles Newton.

I Recommendations for RUFFPAC, William Jacobs, and Neal Blair are

discussed below.

(2). William Jacobs's Contribution to
RUFFPAC

Various deponents have stated that in December 1984 RUFFPAC

was down to its last few dollars. At that time, a vendor, Acuity

Graphics, Inc., which had printed a mailing for RUFFPAC, refused

to turn over the mailing until RUFFPAC paid a $754 bill. Because

RUFFPAC had no money to pay the bill, William Jacobs wrote Acuity
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Graphics a $754 check on his personal account as an in-kind

contribution to RUFFPAC. RUFFPAC reimbursed Mr. Jacobs in January

1985.

Although RUFFPAC had no money, Harold Goode stated that both

AHC and FTE had money. Mr. Goode said that he witnessed an FTE

employee write an FTE check to Mr. Jacobs who then put the check

in his billfold and then wrote a check from his personal account.

The Commission found reason to believe that FTE, RUFFPAC,

and William Jacobs knowingly and willfully violated 2 U.S.C.

5 441b(a) and that FTE and William Jacobs knowingly and willfully

violated 2 U.S.C. 5 441f, and that RUFFPAC knowingly and willfully

violated 2 U.S.C. 5 441f and 434(b).

According to the list of cash disbursements submitted by

FTE, FTE disbursed check #3248 in the amount of $754 on

December 13, 1984 to William Jacobs. Attachment 2, p. 13. Thus,

it appears that FTE did indeed reimburse Mr. Jacobs for his

contribution to RUFFPAC.

c. Corporate Contributions by RUFFPAC State

RUFFPAC State was a separate account, and its primary

purpose was to serve as a repository for corporate donations

received by RUFFPAC. Accordingly, all disbursements,

contributions, expenditures, and transfers in connection with

federal elections must be made from the federal account, i.e.

RUFFPAC, not RUFFPAC State. See 11 C.F.R. 5 102.5(a)(1)(i).

As mentioned above, in December 1984 RUFFPAC was nearly out

of money. According to Harold Goode, because of RUFFPAC's

financial situation, RUFFPAC State, RUFFPAC's depository
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for corporate donations, paid Neal Blair's salary in December

1984. Specifically, with RUFFPAC State checks numbered 166 and

196, dated December 1, 1984, and December 28, 1984, respectively,

RUFFPAC State paid Neal Blair's salary on behalf of RUFFPAC. Both

checks were for $1,563.14, representing $2,000 gross salary per

check minus federal and state income taxes withheld.

It appeared that RUFFPAC State was paying Blair on behalf of

RUFFPAC, and not for Blair's services rendered to RUFFPAC State.

Neal Blair and other employees spent no more than a tiny fraction

of their time on RUFFPAC State activities, and in apparent

recognition of this, Blair's salary was always paid by RUFFPAC.

it also appeared that RUFFPAC failed to disclose this receipt of

corporate funds from RUFFPAC State.

Thus, the Commission found reason to believe that RUFFPAC

and RUFFPAC State and its treasurer knowingly and willfully

violated 2 U.S.C. S 441b(a). The Commission also found reason to

believe that Neal Blair knowingly and willfully violated 2 U.S.C.

5 441b(a) as director of RUFFPAC State. Moreover, the Commission

found reason to believe that RUFFPAC and RUFFPAC State and its

treasurer violated 11 C.F.R. S 102.5(a).

The only documents that relate to this transaction

were submitted by RUFFPAC State. Although the copies of the

checks paid to Neal Blair are not available, the Broaddus audit of

Neal Blair's expenses indicates that RUFFPAC State checks #166

and #196 were written to Neal Blair for payroll purposes on
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November 30, 1984 and December 28, 1984.11 Attachment 4, p. 38.

Thus, it appears that RUFFPAC State did indeed pay Neal Blair's

salary.

d. Summary

It appears that RUFFPAC's and FTE's operating structure

allowed FTE to subsidize many of RUFFPAC's expenses. Although it

is difficult to determine exact amounts, the evidence contained in

the May GC Report and evidence that was subsequently obtained

through discovery point to hundreds of thousands of dollars worth

of in-kind contributions in the forms of salaries, rent, and many

other operating expenses. Furthermore, it appears that when

RUFFPAC lacked funds necessary to pay various operating expenses,

either FTE or another affiliated organization was there to assist.

These organizations either paid for the expenses directly, or it

reimbursed an employee who gave money to RUFFPAC.12

2. RUFFPAC Recordkeeping and Reporting Violations

The May GC Report detailed numerous recordkeeping andC •

reporting violations for RUFFPAC. According to Harold Goode,

RUFFPAC never kept a list of the purposes of disbursements during

the period in which he was treasurer of RUFFPAC or at any time

11. The Broaddus audit was an internal audit of FTE and RUFFPAC
conducted by Ra Broaddus, an FTE employee. The audit covered the
period of 1980 through 1984. Mr. Broaddus reviewed the records
of FTE's and RUFFPAC's disbursements on behalf of Neal Blair and
reported that the purposes of these disbursements could not be
ascertained.

12. This practice of one organization paying for expenses of the
other when the other had no money was confirmed in a conversation
with counsel representing FTE in MUR 2810. Counsel stated that
FTE and RUFFPAC were attempting to reorganize after Neal Blair's
departure from the organizations.
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before he was treasurer of RUFFPAC. RUFTPAC also failed to amend

its statement of organization to reflect the change in its

treasurer. In a letter filed on March 6, 1989, RUFFPAC's last

treasurer of record, Charles Brooks, informed the Commission that

he would no longer be treasurer of RUFFPAC and that he would no

longer be affiliated with it in any way. It also appeared that

RUFFPAC may have failed properly to state the name and address of

a recipient political committee, may have miscategorized a

disbursement, may have failed to report the purpose and the name

and address of a recipient of a disbursement over $200, or may

have committed some other reporting violation. Thus, the

Commission found reason to believe that RUFFPAC violated 2 U.S.C.

-- S 432(c)(5), 433(c), and 434(b).

D. Recommendations for RUFFPAC, RUFFPAC States _T_,
meal Blair, and William Jacobs

As discussed in the preceding sections, the transactions in

this matter involve serious violations of the Act. The comon

C- denominator in these transactions appear to be Neal Blair. It

appears that Neal Blair used his position at FTE, RUFFPAC, and
related organizations to make numerous prohibited and excessive

contributions. In addition, it appears that most of the corporate

subsidization occurred under Neal Blair's control. Furthermore,

William Jacobs, who was RUFFPAC's treasurer assisted Blair in

conducting many of the prohibited activities outlined in this

report. Because the violations involve knowing and willful

findings, this Office will forward probable cause briefs to

Neal Blair and William Jacobs.
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With respect to the organizations, both Mr. Blair and

Mr. Jacobs are no longer associated with FTE and/or RUFFPAC and it

appears that they have reorganized and are operating under new

management. Since the organizations no longer share office space

or personnel, the potential for further corporate subsidization is

mitigated. Furthermore, with the absence of Mr. Blair and

Mr. Jacobs, the organizations are attempting to conduct their

activity within the bounds of the Act. Thus, to concentrate our

efforts on pursuing Mr. Blair and Mr. Jacobs, this Office

recommends that the Commission enter into conciliation with FTE,

RUFFPAC, and RUFFPAC State.

E. Summary of Recommendations

In sum, to narrow the scope of this matter and move toward

its resolution, this Office recommends that the Commission take no

further action against the following individuals and entities:

David O'Mara; Charles Newton; National Pro-Life PAC and Father

Charles Fiore, as treasurer; Save Social Security PAC and

Curt Clinkscales, as treasurer; Gun Owners for America Campaign

Committee and John H. Hodgson, III, as treasurer; Liberation PAC;

American Heritage Centre; Herschensohn for U.S. Senate and

Dr. Fred Balitzer, as treasurer. This Office will send

appropriate letters of admonishment to each of these committees.

To obtain relevant information that she may possess, this

Office recommends that the Commission approve a subpoena to

Mrs. Tim LaHaye as a non-respondent witness.

Because the violations against FIFE-PAC appear to be serious

in nature, this Office recommends that the Commission send a
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conciliation agreement to FIFE-PAC and Donald C. Evans, as

treasurer.

As noted in Section II.D. above, it appears that Neal Blair

conducted most of these transactions in knowing and willful

violation of the Act with the assistance of William Jacobs. Thus,

this Office will forward probable cause briefs to Neal Blair and

rWilliam Jacobs.

The Commission's findings against RUFFPAC, RUFFPAC State,
and FTE, also involved serious, often knowing and willful,

violations of the Act. It appears, however, that the prohibited

activity was conducted under the aegis of Neal Blair. These

organizations are currently attempting to reorganize after

Mr. Blair's departure, and the current management of these

organizations has been extremely cooperative with the Commission

in its investigation of this matter. Thus, to take these
circumstances into consideration, this Office recommends that the

Commission enter into conciliation with RUFFPAC, RUFFPAC State,

and FTE.

The amount of the violations in this matter totals
$193,319.07 for RUFFPAC, $4,000.00 for RUFFPAC State, and
$149,503.47 for FTE. As noted above, these amounts are merely
minimums and the actual amounts involved are likely much greater.
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As noted in Chart 3 on the following page, the civil penalties

could be as much as $237,354.10 for RUFrPAc, $4,000 for RUrrPAC

State, and $153,987.76 for FTE, based on the entire amount

involved in the violation regarding the corporate subsidization

and the statutory multiplier for the other violations which

involve knowing and willful findings.

'1'

,...
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III. RECOMMENDATIONS

1. Take no further action against American Heritage
Centre, Inc., and close the file as to this
respondent.

2. Take no further action against National Pro-Life PAC
and Charles C. Fiore, as treasurer, and close the file
as to these respondents.

3. Take no further action against Gun Owners of America
Campaign Committee and John H. Hodgson, II, as
treasurer, and close the file as to these respondents.

4. Take no further action against Save Social Security
Political Action Committee and Curt Clinkscales, as
treasurer, and close the file as to these respondents.

5. Take no further action against Liberation Political
Action Committee and close the file as to this
respondent.

6. Take no further action against Students for America
Political Action Committee and George Hancock, as
treasurer, and close the file as to these respondents.

7. Take no further action against Students for America and
close the file as to this respondent.

8. Take no further action against Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer, and close
the file as to these respondents.

9. Take no further action against David O'Mara and
Charles Newton, and close the file as to these
respondents.

10. Enter into conciliation with; Financial Freedoms
Political Action Committee and Donald C. Evans, as
treasurer; RUFFPAC and Tammy J. Lyles, as treasurer;
RUFFPAC State and Tammy J. Lyles, as treasurer; and
Free the Eagle prior to a finding of probable cause.

11. Approve the appropriate letters and the attached
subpoena to Mrs. Tim LaHaye, as a non-respondent
witness.

Date'/[ / 26w5 rence-M. Nobl -
General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

RUFF Political Action Committee
and its treasurer;
Free the Eagle;
American Heritage Center, Inc.;
David L. O'Mara;
William T. Jacobs;
Neal B. Blair;
Charles R. Newton;
National Pro-Life Political
Action Committee and
Charles C. Fiore as treasurer;

Gun Owners of America Campaign
Committee and John H. Hodgson, II,
as treasurer;

Save Social Security Political
Action Committee and
Curt Clinkscales, as treasurer;

Concerned Americans Political
Action Committee and Lee K. LaHaye,
as treasurer;

Financial Freedoms Political Action
Committee and Donald C. Evans,
Jr., as treasurer;

Liberation Political Action
Committee and its treasurer;

Herschensohn for U.S. Senate and
Dr. Fred Balitzer, as treasurer;

RUFFPAC State and its treasurer;
Students for America Political
Action Committee and George Hancock,
as treasurer;
Students for America.

MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on September 24, 1992, the

(Continued)



Federal Election Commission 
Page 2

Certification for MUR 2191
September 24, 1992

Commission decided by a vote of 4-0 to take the following

actions in MUR 2191:

1. Take no further action against American
Heritage Centre, Inc., and close the
file as to this respondent.

2. Take no further action against National
Pro-Life PAC and Charles C. Fiore, as

treasurer, and close the file as to
these respondents.

3. Take no further action against Gun owners
of America Campaign Committee and
John H. Hodgson, II, as treasurer, and
close the file as to these respondents.

4. Take no further action against Save
Social Security Political Action

Committee and Curt Clinkscales, as

treasurer, and close the file as to
these respondents.

5. Take no further action against
Liberation Political Action Committee
and close the file as to this

respondent.

6. Take no further action against Students
for America Political Action Committee
and George Hancock, as treasurer, and

close the file as to these respondents.

7. Take no further action against Students
for America and close the file as to
this respondent.

8. Take no further action against Herschensohl
for U.S. Senate and Dr. Fred Balitzer, as

treasurer, and close the file as to these
respondents.

(Continued)



Federal Election Commission
Certification for MUR 2191
September 23, 1992

9. Take no further action against David O'Mara
and Charles Newton, and close the file as
to these respondents.

10. Enter into conciliation with: Financial
Freedoms Political Action Committee and
Donald C. Evans, as treasurer; RUFFPAC
and Tammy J. Lyles, as treasurer;
RUFFPAC State and Tammy J. Lyles, as
treasurer; and Free the Eagle prior to a
finding of probable cause.

11. Approve the appropriate letters and the
subpoena to Mrs. Tim LaHaye, as a non-
respondent witness, as recommended in
the General Counsel's report dated
September 18, 1992.

Commissioners Aikens, Elliott, McGarry and Thomas

voted affirmatively for the decision; Commissioners

McDonald and Potter did not cast votes.

Attest:

Date
Se r jorie W. 

EmmonsSecr tary of the Commission

Received in the Secretariat: Fri., Sept. 18, 1992 11:34 a.m.
Circulated to the Commission: Fri., Sept. 18, 1992 4:00 p.m.
Deadline for vote: Wed., Sept. 23, 1992 4:00 p.m.

Page 3
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FEDERAL ELECTION COMMISSION
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September 21, 1992

_________ SENSITIVE
TO: The Commission

FROM: Lawrence M. Noble
General Counsel. ,6 ..-

SUBJECT: MUR 2191 -- Additional Recommendation

The General Counsel's Report dated September 18, 1992, madenumerous recommendations regarding the respondents in MUR 2191,including entering into pre-probable cause conciliation with fourof the respondents. The report, however, omitted therecommendation to approve the conciliation agreements that wereattached to it. Therefore, this Office recommends that theCommission approve the conciliation agreements attached to theGeneral Counsel's Report dated September 18, 1992.

RECOKHNIINATIONS

1. Approve the conciliation agreements attached to the General
Counsel's Report dated September 18, 1992.

Staff Assigned: Helen J. Kim



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Financial Freedoms Political Action )
Committee and Donald C. Evans, )
as treasurer; )

RUFFPAC and Tammy J. Lyles, as ) MUR 2191
treasurer; )

RUFFPAC State and Tammy J. Lyles, )
as treasurer; )

Free the Eagle. )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on September 25, 1992, the

- Commission decided by a vote of 5-0 to approve the conciliation

L "s agreements attached to the General Counsel's Report dated

September 18, 1992, as recommended in the General Counsel's

Memorandum dated September 21, 1992.
C

Commissioners Aikens, Elliott, McDonald, McGarry and

Thomas voted affirmatively for the decision; Commissioner

Potter did not cast a vote.

Attest:

Date Marjoie W. Eons
Secretary of the Comiss n

Received in the Secretariat: Mon., Sept. 21, 1992 3:40 p.m.
Circulated to the Commission: Tues., Sept. 22, 1992 11:00 a.m.
Deadline for vote: Fri., Sept. 25, 1992 4:00 p.m.
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FEDERAL ELECTION COMMISSION

September 30, 1992

Charles Newton
624 South Clernates Drive
West Jordan, Utah 84084

RE: MUR 2191

Dear Mr. Newton:

On October 22, 1986, you were notified that the Federal
Election Commission found reason to believe you violated
2 U.S.C. S 441f. After considering the circumstances of the
matter, the Commission determined on September 24, 1992, to take
no further action against you, and closed the file as it
pertains to you. The file will be made public within 30 days
after this matter has been closed with respect to all other
respondents involved.

The confidentiality provisions of 2 U.S.C. S 437g(a)(4)(B)
and S 437g(a)(12)(A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed. In the event you wish to waive confidentiality
under 2 U.S.C. S 437g(a)(12)(A), written notice of the waiver
must be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.

If you have any questions, please contact me at (202)

219-3690.

Sincerely,i0
Helen J. Kim
Attorney
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FEDERAL ELECTION COMMISSION0 
September 30, 1992

John J. Duffy
Piper & Marbury
1200 Nineteenth Street, N.W.
Washington, D.C. 20036

RE: MUR 2191
Herschensohn for U.S.
Senate and
Dr. Fred Balitzer, as
treasurer

Dear Mr. Duffy:

On July 12, 1989, your clients, Herschensohn for U.S.
Senate and Dr. Fred Balitzer, as treasurer, were notified that
the Federal Election Commission found reason to believe they
violated 2 U.S.C. 5 441a(f). Subsequently, by letter dated
October 31, 1989, you submitted a response to the Commission's
reason to believe finding on your clients' behalf.

After considering the circumstances of the matter, the
Commission determined on September 24, 1992, to take no further
action against your clients, and closed the file as it pertains
to them. The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved.

The confidentiality provisions of 2 U.S.C. 5 437g(a)(4)(B)
and 5 437g(a)(12)(A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed. In the event you wish to waive confidentiality
under 2 U.S.C. 5 437g(a)(12)(A), written notice of the waiver
must be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.
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if you have any questions, please contact me at (202)
219-3690.

Sincerely,

Helen J. Kim
Attorney



FEDERAL ELECTION COMMWISSION

September 30, 1992

J. Curtis Herge
Herge, Sparks, Christopher & Biondi
Suite 200
8201 Greensboro Drive
McLean, Virginia 22102

RE: MUR 2191
Save Social Security
Political Action Committee
and C. Curtis Clinkscales,
as treasurer

Dear Mr. Herge:

On July 12, 1992, your clients, Save Social Security
Political Action Committee and C. Curtis Clinkscales, as
treasurer, were notified that the Federal Election Commission
found reason to believe that -they violated 2 U.S.C. s 441f.
Subsequently, by letter dated July 25, 1989, you submitted a
response to the Commission's reason to believe finding on behalf
of your clients.

After considering the circumstances of the matter, the
Commission determined on September 24, 1992, to take no further
action against your clients, and closed the file as it pertains
to them. The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved.

The confidentiality provisions of 2 U.S.C. S 437g(a)(4)(B)
and S 437g(a)(12)(A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed. In the event you wish to waive confidentiality
under 2 U.S.C. S 437g(a)(12)(A), written notice of the waiver
must be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.



J. Curtis Hergeo
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If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Leien J. Kim
Attorney



FEDERAL ELECTION COMMISSIO\

September 30, 1992

James R. Parrinello
Nielsen, Merksamer, Hodgson, Parrinello & Mueller
591 Redwood Highway
Mill Valley, California 94941

RE: MUR 2191
Gun Owners of America
Campaign Committee and
Jim Hodgson, as treasurer

Dear Mr. Parrinello:

On July 12, 1989, your clients, Gun Owners of AmericaCampaign Committee and Jim H. Hodgson, II, as treasurer, werenotified that the Federal Election Commission found reason tobelieve that they had violated 2 U.S.C. 5 441f. Subsequently,-- by letter dated September 1, 1989, you submitted a response to
the Commission's reason to believe finding on behalf of your

!clients.

After considering the circumstances of the matter, theCommission determined on September 24, 1992, to take no further
action against your clients, and closed the file as it pertains

C to them. The file will be made public within 30 days after thismatter has been closed with respect to all other respondents
reIN involved.

c l The confidentiality provisions of 2 U.S.c. S 437g(a)(4)(B)
and S 437g(a)(12)(A) remain in effect until the entire matter isclosed. The Commission will notify you when the entire file has
been closed. In the event you wish to waive confidentiality
under 2 U.S.C. S 437g(a)(12)(A), written notice of the waiver
must be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.

The Commission reminds you that allowing the use of Gun
Owners of America Campaign Committee's name to effect a
contribution by another political committee appears to be a



James R. Parrin~o
Page 2

violation of 2 U.S.C. 5 441f. Your clients should takeimmediate steps to insure that this activity does not occur in
the future.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

He en J. Kim
Attorney



FEDERAL ELECTION COMMISSION

September 30, 1992

Father Charles C. Fiore, Treasurer
National Pro-Life Political Action
Committee

MontoCristo
P.O. Box 295
Lodi, Wisconsin 53555-5899

RE: MUR 2191
National Pro-Life Political
Action Committee andCharles C. Fiore, astreasurer

-- Dear Father Fiore:

On July 12, 1989, you were notified that the FederalElection Commission found reason to believe National Pro-LifePolitical Action Committee and you, as treasurer, violated
N 2 U.S.C. 5 441f. Subsequently, by letter dated August 2, 1989,you submitted a response to the Commission's reason to believefinding.

After considering the circumstances of the matter, theCommission determined on September 24, 1992, to take no furtheraction, and closed the file as it pertains to the Committee andc . you, as treasurer. The file will be made public within 30 daysafter this matter has been closed with respect to all other
respondents involved.

The confidentiality provisions of 2 U.S.C. S 437g(a)(4)(B)and S 437g(a)(12)(A) remain in effect until the entire matter isclosed. The Commission will notify you when the entire file hasbeen closed. In the event you wish to waive confidentialityunder 2 U.S.C. 5 437g(a)(12)(A), written notice of the waivermust be submitted to the Commission. Receipt of the waiver willbe acknowledged in writing by the Commission.
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If you have any questions, please contact me at (202)
219-3690.

Sincerely,

jHel en J. Kim
Attorney



FEDERAL ELECTION COMMISSI)N

September 30, 1992

Students for America Political
Action Committee

Students for America
c,'o Paul A. McDonnough, Treasurer
3509 Haworth Drive
Suite 201
Raleigh, North Carolina 27609

RE: MUR 2191
Students for America
Political Action Committee

and George Hancock, as
treasurer
Students for America

Dear Gentlemen:

On July 25, 1989, Students for America PoliticalAction Committee ("Committee") and George Hancock, as treasurer,were notified that the Federal Election Commission found reasonto believe they violated 2 U.S.C. 55 441f and 434(b). On thatsame date Students for America ("SFA") was notified that theCommission found reason to believe that it violated 2 U.S.c.5 441b(a). Subsequently, by letter dated August 17, 1989,Ralph Reed, Jr., submitted a response to the Commissiontsreason to believe findings on behalf of the Committee andGeorge Hancock, as treasurer, and SFA.

After considering the circumstances of the matter, theCommission determined on September 24, 1992, to take no furtheraction against the Committee and George Hancock, as treasurer,and SFA, and closed the file as it pertains to them. The filewill be made public within 30 days after this matter has beenclosed with respect to all other respondents involved.

The confidentiality provisions of 2 U.S.C. 5 4 37g(a)(4)(B)and 5 4 37g(a)(12)(A) remain in effect until the entire matter isclosed. The Commission will notify you when the entire file hasbeen closed. In the event you wish to waive confidentiality



Students for Amca Political
Action Committee and
George Hancock, as treasurer
Students for America
Page 2

under 2 U.S.C. 5 437g(a)(12)(A), written notice of the waiver
must be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Helen J. Kim
Attorney



FEDERAL ELECTION COMMISSION

November 4, 1992

David L. O'Mara
9910 Portsmouth Road
Manassas, Virginia 22110

RE: MUR 2191

David O'Mara

Dear O'Mara:

On June 30, 1986, you were notified that the Federal
Election Commission found reason to believe that you violated

N, 2 U.S.C. 5 441f. After considering the circumstances of the
matter, the Commission determined on September 24, 1992, to take
no further action against you, and closed the file as it
pertains to you. The file will be made public within 30 days
after this matter has been closed with respect to all other
respondents involved.

You are advised that the confidentiality provisions of
2 U.S.C. 5 437g(a)(12)(A) still apply with respect to all

If) respondents still involved in this matter. The Commission

will notify you when the entire file has been closed.
* dIn the event you wish to waive confidentiality under 2 U.S.C.

S 437g(a)(12)(A), written notice of the waiver must be submitted
to the Commission. Receipt of the waiver will be acknowledged
in writing by the Commission.

1The Commission greatly appreciates your cooperation in this
matter and anticipates that you will remain available should we
request further information or assistance from you. If you have
any questions, please contact me at (202) 219-3690.

Sincerely,

en 3. Kim
Attorney



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

UNIORANDUM

TO: Permanent File M #21"1

FROM: Helen J. Kin

DATE: October 15, 1992

RE: Interview with Beverly LaHaye

co

On October 8, 1992 at 10:00am, Jonathan Bernstein and I net

trn with Beverly LaHaye and her counsel, Alan Dye to discuss certain

contributions that Concerned Americans Political Action Committee

made in 1986. The following is a summary of the discussion.

Beverly (Mrs. Tim) LaHaye was the President of Concerned

Americans in 1986. James J. Fenlason was the treasurer. The 5 or

6 member informal board talked about who to donate to but LaHaye

could not remember any of their names (she mentioned Richard

Dinklean (sp.) but was not sure he was one). She remembered that

Paul Weyrich had been one outside person who had suggested the

Committee contribute to a certain campaign but could not remember

anyone else. She also could not recall any contacts from Ruffpac

or Neil Blair in connection with any contribution. She thought

most of the money coming in was in small amounts from individuals

and could not remember anything about Ruffpac's $3,000 donation

that was on the same day as the Committee's Hansen contribution

for the same amount.



We gave Mrs. LaHaye a list of the candidates the Committee

had given to during 1986 but this did not refresh her recollection

in any material way. She said Fenlason had just "dropped off the

face of the earth" when he finished as treasurer of the Committee

and she thought her son Lee LaHaye, who had taken over as

treasurer, didn't have any of the records for the period in

question. She was introduced to Fenlason years ago by one of the

consultants of her current group, Concerned Women for America (she

is President), but CWA no longer uses this consultant and she

could not remember the name.

Mrs. LaHaye's work address is 370 L'Enfant Promenade

Suite 800

Washington, D.C. 20024

'N

Counsel pointed out that her home phone was unlisted and requested

that it be kept confidential.

Counsel agreed to contact Lee LaHaye, and to find out if Lee

LaHaye had authority over the bank account that the Hansen

contribution check was drawn on (they were uncertain if they still

used the same account or not). If Mr. LaHaye does have authority,

they'd request from the bank copies of the canceled check to



0 0

Hansen a/w/a bank statement for October '86. Counsel was also

going to check with Lee LaHaye to be certain about what if any

records came to his from Fenlason, and also to see if Lee LaHaye

knew anything about Fenlason's whereabouts.
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Helen Kim, Esquire
Federal Election Commission
Washington, D.C. 20463

Dear Ms. Kim:

At the end of Mrs. LaHaye's deposition on October 8 you as d
me to check into a number of items. So far I have found he
following information.

Lee LaHaye tells me that when he took over as treasurer the
only documents which he received were copies of the monthly bank
statements and copies of the FEC reports. No correspondence files
were received. Likewise, the bank with which the PAC dealt at the
time did not regularly provide copies of cancelled checks to
depositors.

Mr. LaHaye also informs me that the committee no longer does
business with the bank at which it maintained its account in 1986.
Mr. LaHaye has agreed to call the former bank and attempt to
determine whether a copy of the cancelled check which you seek is
still available and, if so, on what terms. I will let you know the
results of this inquiry.

e/y truly yours,

Alan F. uye

APD/ddb

I I /

-1-Ir



FEDERAL ELECTION COMMISSION
WASHINCTON. D C 20463

October 22, 1992

William J. Olson, P.C.
8180 Greensboro Drive
McLean, Virginia 22102-3823

RE: MUR 2191

Free the Eagle

Dear Mr. Olson:

On June 20, 1989, the Federal Election Commission found
reason to believe that Free the Eagle violated 2 U.S.C. 55 441f
and 441b(a). Subsequently, on September 24, 1992, the
Commission determined to enter into negotiations directed
towards reaching a conciliation agreement in settlement of this
matter prior to a finding of probable cause to believe.

Enclosed is a conciliation agreement that the Commission
has approved in settlement of this matter. If you have any

tfl questions or suggestions for changes in the agreement, or if you
wish to arrange a meeting in connection with a mutually
satisfactory conciliation agreement, please contact me at (202)
219-3690.

Sincerely,

Helen J. Kim
Attorney

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHINGTON 

D(C 20461c 

o e 2 p 1 9

Tammy 3. Lyles, Treasurer
Ruff Political Action Committee
666 Pennsylvania Avenue, S.E.
Suite 100
Washington, D.C. 20003

RE: MUR 2191
Ruff Political Action
Committee

Ruff Political Action
Committee State

Dear Ms. Lyles:

on June 20, 1989, the Federal Election Commission found
- reason to believe that Ruff Political Action Committee and

Ruff Political Action Committee State violated provisions
- of the Federal Election Campaign Act of 1971, as amended.

Subsequently, on September 24, 1992, the Commission determined
to enter into negotiations directed towards reaching a
conciliation agreement in settlement of this matter prior to a
finding of probable cause to believe.

Enclosed are conciliation agreements that the Commission
has approved in settlement of this matter. If you have any
questions or suggestions for changes in the agreement, or if you
wish to arrange a meeting in connection with a mutually
satisfactory conciliation agreement, please contact me at (202)
219-3690.

Sincerely,

Helen 3. Kim
Attorney

Enclosures
Conciliation Agreements



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

October 26, 1992

Donald C. Evans, Treasurer
Financial Freedoms Political
Action Committee
9315 Winbourne Road
Burke, Virginia 22015

RE: MUR 2191
Financial Freedoms
Political Action Committee
and Donald C. Evans, as
treasurer

Dear Mr. Evans:

On June 20, 1989, the Federal Election Commission found
- reason to believe that Financial Freedoms Political Action

Committee ("FIFE-PAC") and you, as treasurer, violated 2 u.s.c.
Li~) 55 441f and 441a(a)(l)(A). As a result, the Commission

conducted an extensive investigation to ascertain the facts in
this matter. Although you have maintained that FIFE-PAC has not
violated the provisions of the Federal Election Campaign Act of
1971, as amended, the investigation revealed evidence to the
contrary. Thus, to expedite the resolution of this matter, on
September 24, 1992, the Commission determined to offer to enter
into negotiations directed towards reaching a conciliation
agreement prior to a finding of probable cause to believe.

Enclosed is a conciliation agreement that the Commission
has approved in settlement of this matter. If you agree with
the provisions of the enclosed agreement, please sign and
return it, along with the civil penalty, to the Commission.
Conciliation negotiations before a finding of probable cause to
believe are limited to 30 days. Thus, you should respond to
this notification as soon as possible.
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if you have any questions or suggestions for changes in the
agreement, or if you wish to arrange a meeting in connection
with a mutually satisfactory conciliation agreement, please
contact me at (202) 219-3690.

Sincerely,

Helen J. Kim
Attorney

Enclosure
Conciliation Agreement



GCOGE 0 WCOSTR

J COLEMAN SCAN

AWTMULR L 04EOLD

ALAN P DYE

EDWAROO COLEMAN
GURKETT VAN KItNK

VrANN M NORTNAM

GERARD V PANARC
JON W HAZARC ,;Q

C APLES M ,A'WNS

uGm KW~ESSCR

CAVIZ P GOC-

MkO-v W S'.

LAw OFF czs
WEBSTER. CHAMbMZRLAN & BEAN

1747 P4ENSYLVANIA Avm9ux. N.W.
WAksmiooN. D.C. 2oooe

(202) 785-9500
FAX: (202) 835-0243

RECEIVED
FEDERAL ELECTION

COMMISSION
MAIN COPY ROOM

hi19 1 o, AN

CNARLCS C CMAMSGELAtN

November 18, 1992

Helen Kim, Esquire
Federal Election Commission
Washington, D.C. 20463

//
Dear Ms. Kim:

/ /

Attached is a response from the Home Federal Savings Bank.
Apparently the copy of this check is maintained only on microfilm,
and the microfilm is illegible. Sorry we can't be of more
assistance.

r Ve y truly yurs,

Alan P. Dye

APD/ddb

cc: Mr. Lee LaHaye
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Home
Fedeal
Savings
Bank
S225 Wisconsin Avenue. NW * Washingto. DC 20015 - 202,537-8800

November 12, 1992

Account Name:
American Pac

Concerned

Dear Mr. Lahaye:

We are unable to honor your request for a copy of the
NOW check #112, paid 10-31-86, in the amount of $3,000.00.
The microfilm for this item is illegible.

Sincerely,

Valaria H. Alston
Savings Customer Service
202 537-8828

VHA
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BUFFP B
Howard J. Ruff, Chairman
Tammy J. Lyles, President

Ms. Helen Kim
Federal Elections Commissic
General Counsel Commissio
999 E Street, N W.
Washington, DC 20463

Dear Ms. Krm.

This is in response to

At this time RuffPac is
extension to allow us to bett

Should you have any

"T

.,.V lturdred Szxtv-S 'x Pernns)lvania Ave.

Suite 301
Wa.shington, D C. 20003

nnt'

your draft c(

seeking leg
er prepare to

questions, p

S. E.

RECEIVED
FEDERAL ELECTION

COMMISSION
MAIN COPY ROOM

kIZ3 103 AN

November 20, 1992

RE: MUR 2191; Free The Eagle

onciliation agreement of October 22, 1992.

al counsel and respectfully requests an
respond to your agreement.

lease do not hesitate to contact me.

Sincerely yours,

Tammy J. Lyles
President & Treasurer

FAX: (202) 546-0029
TEL: (202) 546-0023 [0 J]~~
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Ms. Helen Kim
Federal Elections Commission
General Counsel Commission
999 E Street, N.W.
Washington, DC 20463

lw RELENE).
FEDERAL. ELECION

COMMISSION
MAiN CPY ROOM

Nov3 I 0 3A '9

November 20, 1992

RE: MUR 2191; Free The Eagle

Dear Ms. Kim:

This is in response to your draft conciliation agreement of
October 22, 1992.

Free The Eagle is currently experiencing attorney "obstacles".
Therefore, please note that Mr. William J. Olson, P.C., has been
released as counsel for Free The Eagle. Any further correspondence
should be forwarded directly to me at the address on our
letterhead.

At this time, Free The Eagle is working diligently in trying
to obtain counsel.

We hope to retain an attorney quickly so that we can move
forward and put this matter behind us.

Should you have any questions, please do not hesitate to
contact me.

Sincerely,

Tammy J. Lyl s
Director

cc: Mr. Wm. J. Olson

Phone: 2 46
FAX: (202) 43-6&4

t¢,6 Pennsylvania Avenue, S.E., Suite \CV
Washington, D.C. 2X)k03
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December 7, 1992

Ms. Helen Kim
Federal Elections Commission
General Counsel Commission
599 E Street, ,,.w.
Washington, DC 20463

RE: MUR 2191
FREE THE EAGLE

Dear Ms. Kim,

Please find attached Statement of Designation of Counsel.

I appreciate your understanding in regard to
an attorney.

If I can be of further
hesitate to contact me.

FAn: t202) ;4;-c0' '%
FAX: ,"02 54-S,

our search for

assistance to you, please do not

Sincerely,

Tammy J.Lyles
Director

bt't Pennsvlvania Avenue, S.E., Suite 3X
Washington, D.C. 2O 13
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HONE PHONE:

BUSINESS PHONE:

Washington, DC 20003

N/A

(202) 543-6090

STATIEUT O Ds G A TxIOm OF COUN81L

MUR 2191

MANE OF COUNSEL: Mr. K. Randall Pearson

ADDRESS: -/o FREE THE VAGT.V'

666 Pennsylvania Av0 _ , #300

Washington. DC 20003

TELEPHONE:_____________

The above-named indiv4.dual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

December 7, 1992-o.J
Date Signatur eTammy J. Lyles, Director

RESPONDINT'S NAME: FREE THE EAGLE

ADDUM: 666 Pennsylvania Ave., S.E.

Suite 300
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December 7, 1992

Ms. Helen Kim
Federal Election Commission
999 E Street, NW
Washington. DC 20003

Dear P

22, 191

RE: 2191: Ruff Political Action
Committee (RuffPAC)
and Ruff State Committee

As. Kim,

I apologize for the delay in responding to your correspondence dated October

)2.

Please find enclosed a Statement of Designation of Counsel.

If you have any questions or I can be of any assistance, please don't hesitate to
contact me.

Sincerely,

Tammy J. Lyl s
President & Treasurer

Six Hundred Sirty-Six Pennsylvania Ave., S.E.
Suite 301
Washington, D.C. 20003

TEL: (202) 546-0023
FAX: (202) 546-0029

Howard J. Ruff, Chairman
Tammy J. Lyles, President

4r

D

!Z II '%A
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3 2191

or 0 cOIM s K. Randall Pearson

ADDUiSS: c/o RuffPAC

666 Pennsylvania Ave., SE #301

Washington, DC 20003

TBLZPHONB:

The above-named indiv'dual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

12-07-92 I

Date Signatur e
Tammy J. L les, President & Treasurer

?OUDTB U $M: Tammy J. Lyles

C' ADESS: 666 Pennsylvania Ave., SE #301

Washington, DC 20003

Ho= PROm:

BUSINMS PHK=: 202-546-0023



BEFORE THE FEDERAL

In the Matter of

Ruff Political Action )
Committee and Tammy J.
Lyles, as treasurer
Free the Eagle
Ruff Political Action
Committee State and
Tammy J. Lyles, as
treasurer

Financial Freedoms Political
Action Committee and
Donald Evans, as treasurer )

Concerned Americans Political
Action Committee and
Lee LaHaye, as treasurer )

Neal Blair )
William Jacobs )

RECEIVED
F.E.C.

SECRETARIAT
93 APR, -! Nt 4: 36

ELECTION CONNISSION

SENSITIVE

MUR 2191

GENERAL COUNSEL'S REPORT

i. BACKGROUND

On June 20, 1989, the Commission found reason to believe

that the above captioned respondents and other individuals and

entities violated provisions of the Federal Election Campaign Act

of 1971, as amended ("the Act"). These violations involved

numerous transactions including substantial corporate

contributions to federal candidates and committees; a pattern of

cash in-kind contributions to federal candidates made in the names

of various political committees; and massive corporate

subsidization of a political committee's activities. One

individual, Neal Blair, and the entities he managed, provided the

common denominator linking these violations together. For a

detailed description of these violations, see General Counsel's

Report dated September 18, 1992 ("September GC Report").
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The September GC Report described the numerous transactions,

analyzed the results of the investigation, and contained

recommendations regarding the respondents mentioned above. To

resolve this matter expeditiously and to focus on the few main

actors, this office recommended that the Commission take no

further action against some of the conduit committees and

individuals, and enter into conciliation with Financial Freedoms

Political Action Committee ("FIFE-PAC") and Donald Evans, as

treasurer, Ruff Political Action Committee ("RuffPAC"), Free the

Eagle ("FTE"), and Ruff Political Action Committee State ("RuffPAC

State"). Regarding the remaining respondents, this Office

recommended that the Commission approve a subpoena to obtain

- further information from Concerned Americans Political Action

- Committee and relayed its intention to send probable cause briefs

to Neal Blair and William Jacobs.

On September 24, 1992, the Commission approved these

recommendations, determining to take no further action against

some respondents and to enter into conciliation with other

respondents prior to a finding of probable cause to believe, and

approving a conciliation proposal for each of these respondents.

This report describes the status of the conciliation negotiations

with RuffPAC, FTE, and RuffPAC State, reports on the status of

1. This Office intended to send appropriate admonishment
letters to those individuals and entities regarding the
Commission's determination to take no further action. The
admonishment language, however, was inadvertently omitted from the
notification letters. This office will remedy the omission when
we notify these respondents of the closing of the entire matter.



-3-
this matter regarding the remaining respondents, and makes

recommendations.

II. DISCUSSION
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B. Status of Remaining Respondents

1. Concerned Americans Political Action Committee

In the September GC Report, this Office recommended that the

Commission approve a subpoena to Mrs. Tim LaHaye to obtain

information that she may have had regarding transactions between

Concerned Americans Political Action Committee ("CAPAC") and

RuffPAC. Mrs. Tim LaHaye was the President of CAPAC at the time

the transactions took place.

On October 15, 1992, this Office met with Beverly LaHaye and

her counsel to inquire into the transactions between CAPAC and

RuffPAC. Mrs. LaHaye stated that she was the President of CAPAC

in 1986 and that James J. Fenlason was the treasurer. Mrs. LaHaye

also mentioned that there was a five or six member board who

discussed contributions to candidates, but she did not recall any

of their names. Mrs. LaHaye did not recall any contacts with

RuffPAC or Neal Blair regarding any contribution to a candidate.

Mrs. LaHaye added that she lost contact with James Fenlason after

her son, Lee LaHaye, took over as treasurer of CAPAC and thought

that Mr. LaHaye did not have any records for CAPAC during the

period in question.
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Counsel agreed to ask Lee LaHaye to request the bank for

copies of the canceled contribution check to Jim Hansen for
Congress. By letter dated November 18, 1992, counsel forwarded
the bank's response to Mr. LaHaye's request. According to
counsel, the copy of the canceled check is maintained on microfilm
and the Federal Home Savings Bank's response states that the

microfilm is illegible.

This Office believes that it has exhausted Mrs. LaHaye's
recollection of the transactions in this matter and the avenues
to obtaining available records. Thus, in view of these recent

-- developments and to focus on the more culpable main actors,
this Office recommends that the Commission take no further action

against Concerned Americans Political Action Committee and
Lee LaHaye, as treasurer, and close the file as to these
respondents. This Office will send an appropriate letter of

admonishment to these respondents.

N- 2. FIFE-PAC

The Commission approved a conciliation agreement to FIFE-PAC

and Donald Evans, as treasurer,
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Also. this Office has
recommended that the Commission take no further action against
CAPAC, and the Commission has closed the file regarding the other
conduit committees, leaving FIFE-PAC as the last remaining conduit
committee in this matter. Moreover, FIFE-PAC is no longer an
active committee, and it appears unlikely that the committee will
be engaging in similar activity in the future. Furthermore,
Mr. Evans has indicated to staff on numerous occasions that he is
seriously ill. Thus, this Office recommends that the Commission
take no further action against Financial Freedoms Political Action
Committee and Donald Evans, as treasurer, and close the file as to
these respondents. This office intends to send an appropriate
letter of admonishment to these respondents.

3. weal Blair and William Jacobs

Regarding the status of Neal Blair and William Jacobs, this
office has obtained a current address for Mr. Jacobs but has had
difficulty locating Mr. Blair. Because Mr. Blair had been
prosecuted for criminal violations of the United States Tax Code,
this Office contacted the Assistant U.S. Attorney who handled the
matter to request information on Neal Blair's current address.
The U.S. Attorney's office did not have the relevant information
and referred us to Neal Blair's probation officer. Recently, this
office contacted Mr. Blair's probation officer who advised us that
the probation office would forward materials to Mr. Blair. This
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Office will update the Commission on any new developments as they

arise.

III. RECOMMENDATIONS

2. Take no further action against Financial Freedoms
Political Action Committee and Donald Evans, as
treasurer, and close the file as to these respondents.

3. Take no further action against Concerned Americans
Political Action Committee and Lee LaHaye, as treasurer,
and close the file as to these respondents.

D/a
Date , a . N b e -

General Counsel



BEFORE THE FEDERAL ELECTION COnMISSION

In the Matter of

Ruff Political Action Committee
and Tammy J. Lyles, as treasurer;

Free the Eagle;
Ruff Political Action Committee State
and Tammy J. Lyles, as treasurer;
Financial Freedoms Political
Action Committee and Donald Evans,
as treasurer;

Concerned Americans Political
Action Committee and Lee LaHaye,
as treasurer;

Neal Blair;
William Jacobs.

MUR 2191

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on April 7, 1993, the

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

actions in MUR 2191:

(Continued)
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2. Take no further action against Financial
Freedoms Political Action Committee and
Donald Evans, as treasurer, and close the
file as to these respondents.

3. Take no further action against Concerned
Americans Political Action Committee and
Lee LaHaye, as treasurer, and close the
file as to these respondents.

Commissioners Aikens, Elliott, McDonald, McGarry and

Thomas voted affirmatively for the decision; Commissioner

Potter did not cast a vote.

Attest:

Date

Received in the Secretariat:
Circulated to the Commission
Deadline for vote:

Secr dary of the Commission

Thurs., April 1, 1993 4:36 p.m.
Fri., April 2, 1993 12:00 p.m.
Wed., April 7, 1993 4:00 p.m.



FEDERAL ELECTION COMMISSION

APRIL 13, 1993

Donald C. Evans, Treasurer
Financial Freedoms Political
Action Committee
9315 Winbourne Road
Burke, Virginia 22015

RE: MUR 2191
Financial Freedoms Political
Action Committee and
Donald C. Evans, as treasurer

Dear Mr. Evans:

On July 12, 1989, you were notified that the Federal
Election Commission found reason to believe that Financial
Freedoms Political Action Committee ("FIFE-PAC") and you as
treasurer, violated 2 U.S.C. 55 441f and 441a(a)(1)(A). By letter
dated July 18, 1989 you submitted a response to the Commission's
reason to believe findings.

After considering the circumstances of the matter, the
Commission determined on April 7, 1993, to take no further action
against FIFE-PAC and you, as treasurer, and closed the file as it
pertains to these respondents. The file will be made public
within 30 days after this matter has been closed with respect to
all other respondents involved.

You are advised that the confidentiality provisions of
2 U.S.C. S 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter. The Commission will
notify you when the entire file has been closed.

The Commission reminds you that allowing another committee
to make a contribution in a committee's name and contributing more
than $1,000 to a federal candidate is a violation of 2 U.S.C.
55 441f and 441a(a)(1)(A).

If you have any questions, please contact me at (202)
219-3690.

.incere

- 6nathan A. Bernstein
Assistant General Counsel



FEDERAL ELECTION COMMISSION

APRIL 13. i993

Alan P. Dye, Esquire
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

RE: MUR 2191
Concerned Americans Political
Action Committee and
Lee K. LaHaye, as treasurer

Dear Mr. Dye:

On July 12, 1989, Concerned Americans Political Action
Committee and Lee K. LaHaye, as treasurer, were notified that the
Federal Election Commission found reason to believe that they
violated 2 U.S.C. S 441f. By letter dated September 12, 1989 you
submizted a response on behalf of your clients to the Commission's

-- reason to believe findings.

After considering the circumstances of the matter, the
Commission determined on April 7, 1993, to take no further action
against Concerned Americans and Lee K. LaHaye, as treasurer, and
closed the file as it pertains to your clients. The file will be
made public within 30 days after this matter has been closed with

c respect to all other respondents involved.

You are advised that the confidentiality provisions of
2 U.S.C. S 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter. The Commission will
notify you when the entire file has been closed.

The Commission reminds your clients that allowing another
committee to make a contribution in a committee's name is a
violation of 2 U.S.C. 5 441f. Your clients should take immediate
steps to insure that this activity does not occur in the future.

If you have any questions, please contact me at (202)
219-3690.

Sincerely,

Helen J. Kim
Attorney
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liAY 24, 1993

Kim R. Pearson
666 Pennsylvania Avenue, S.E.
Suite 301
Washington, D.C. 20003

RE: MUR 2191
Ruff Political Action Committee and Tammy Lyles, as
treasurer; Ruff Politicai Action Committee State and
Tammy Lyles, as treasurer; and Free the Eagle

cO Dear Mr. Pearson:

By letter dated April '3, 1993, this Office forwarded the
Commission's latest proposed conciliation agreements and
requested that your clients respond within ten days of receipt
of the letter. To date, our Office has not received a response
from your clients. The Commission still hopes that this matter
can be settled through a conciliation agreement. Thus, we
expect your response by no later than close of business on

01D, June 1, 1993.

Should you have any questions, please contact me at (202)
.19-3690.

Sincerely,

Helen J. Kim
Attorney



In the Matter

Ruff Political

BEFORE THE FEDERAL ELECTION COMME8BI )t -'-

of )S STe

Action)
Committee and Tammy 3.
Lyles, as treasurer

Free the Eagle
Ruff Political Action
Committee State and
Tammy J. Lyles, as
treasurer

Neal Blair
William Jacobs

MUR 2191)

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On June 20, 1989, the Commission found reason to believe

that the above captioned respondents and other individuals and

entities violated provisions of the Federal Election Campaign Act

of 1971, as amended. On September 24, 1992, the Commission

approved conciliation proposals
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Therefore, this Office recommends that the Comission accept

the conciliation agreements signed by RuffPAC and Tamy J. Lyles,

as treasurer, FTE, and RuffPAC State and Tamy J. Lyles, as

) treasurer, and close the file as to these respondents.

III. RECOMENDATIONS

1. Accept the attached conciliation agreements with Ruff
Political Action Comittee and Tamy J. Lyles, as
treasurer, Free the Eagle, and Ruff Political Action
Committee State, and Tamy J. Lyles, as treasurer, and
close the file as to these respondents.

2. Approve the appropriate letters.

Date
' eneral Counsel



FEDERAL ELECTION COMMISSION

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/BONNIE J. ROSS*
COMMISSION SECRETARY

JULY 13, 1993

MUR 2191 - GENERAL COUNSEL'S REPORT
DATED JULY 8, 1993.

The above-captioned document was circulated to the

Commission on Thursday, July 8, 1993 at 4:00 p.m.

Objection(s) have been received from the

Commissioner(s) as indicated by

Commissioner Aikens

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas

This matter will be placed

the name(s) checked below:

xxx

on the meeting agenda

for Tuesday, July 20. 1993.

Please notify us who will represent your Division before
the Commission on this matter.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 2191

Ruff Political Action Committee and)
Tammy J. Lyles, as treasurer;)
Free the Eagle;
Ruff Political Action Committee
State and Tamimy J. Lyles, as
treasurer;)

CERTI FICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on July 20,

1993, do hereby certify that the Commission decided by a

vote of 5-0 to take the following actions in MUR 2191:

1. Accept the conciliation agreements with
Ruff Political Action Committee and
Tammy J. Lyles, as treasurer, Free the
Eagle, and Ruff Political Committee
State, and Tammy 3. Lyles, as treasurer,
as recommended in the General Counsel's
report dated July 8, 1993, and amended
during the meeting discussion, and close
the file as to these respondents.

(continued)



Federal Election Commission
Certification for MUR 2191
July 20, 1993

Page 2

2. Send the appropriate letters as
recommended in the General Counsel's
report dated July 8, 1993.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision. Commissioner

Potter did not vote in this matter and was not present

during its consideration.

Attest:

Date S} Marjorie W. "Ions
S~d rotary of the Commission



FEDERAL ELECTION COMMISSION
AASHICION 0C( 2044A

July 2 6 , 1993
Kin R. Pearson
666 Pennsylvania Avenue, S.E.
Suite 301
Washington, D.C. 20003

RE: MUR 2191
Ruff Political Action Committee and Tammy Lyles, as
treasurer; Ruff Political Action Committee State and

U") Tammy Lyles, as treasurer; and Free the Eagle

Dear Mr. Pearson:

On July 20, 1993, the Federal Election Commission accepted
- the signed conciliation agreements and the checks for the first

civil penalty installments submitted on your clients' behalf in
settlement of violations of provisions of the Federal Election

Ln Campaign Act of 1971, as amended. Accordingly, the file has
been closed in this matter as it pertains to Ruff Political
Action Committee and Tammy Lyles, as treasurer; Ruff Political
Action Committee State and Tammy Lyles, as treasurer; and Free

"T the Eagle.

This matter will become public within 30 days after it has
been closed with respect to all other respondents involved.
Please be advised that information derived in connection with
any conciliation attempt will not become public without the
written consent of the respondent and the Commission. see
2 U.S.C. S 4379(a)(4)(9). The enclosed conciliation agreements,
however, will become a part of the public record.

You are advised that the confidentiality provisions of
2 U.S.C. 5 437g(a)(12)(A) still apply with respect to all
respondents still involved in this matter. The Commission will
notify you when the entire file has been closed.

Enclosed you will find copies of the fully executed
conciliation agreements for your files. Pursuant to our
telephone conversation of July 14, 1993, pages 3 and 4 of the
agreement for RuffPAC State have been replaced by corrected
pages. Please note that the next civil penalty installment



Kim a. Pearson
Page 2

0 S

payments are due on the first day of the month following the
conciliation agreements' effective date. should you have any
questions, please contact me at (202) 219-3690.

Sincerely,

Helen 3. Kim
Attorney

enclosures
Conciliation Agreements



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

Ruff Political Action ) MUR 2191
Committee and Tammy J. Lyles,
as treasurer

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and notarized

complaint by David O'Mara. The Federal Election Commission

("Commission") found reason to believe that Ruff Political Action

Committee and its treasurer ("Respondents") knowingly and

willfully violated 2 U.S.C. SS 441f, 441b(a), 441a(a)(2)(A), and

- 434(b) and violated 2 U.S.C. SS 432(c)(5) and 433(c) and 11 C.F.R.

S 102.5(a).

NOW, THEREFORE, the Commission and the Respondents, having

participated in informal methods of conciliation, prior to a

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

IeI. The Commission has jurisdiction over the Respondents and

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

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

5 437g(a)(4)(A)(i).

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with the

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

1. Ruff Political Action Committee ("RuffPAC") is a

political committee within the meaning of 2 U.S.C. 5 431(4).

2. Tammy J. Lyles is the treasurer and Executive Director

of RuffPAC.

3. Free the Eagle ("FTE") is a registered lobbying

organization that is a corporation incorporated in California and

headquartered in Washington, D.C.

4. Neal Blair was an officer of RuffPAC and FTE at the

time of the events of this matter.

Contributions to Candidates Through Other Committees

,p 5. The following entities are political committees within

-- the meaning of 2 U.S.C. s 431(4): National Pro-Life Political

Action Committee ("Nat'l Pro-Life PACO); Gun Owners of America

Campaign Committee ("GOA"); Financial Freedoms Political Action

Committee ("FIFE-PAC"); Liberation Political Action Committee

("Liberation PAC"); Social Security Political Action Committee

("SSS PAC"); and Concerned Americans Political Action Committee

("CA PAC").

6. The following entities were candidate authorized

committees within the meaning of 2 U.S.C. S 431(6) for the 1984

election cycle: Cleaver for Congress; Dick Armey for Congress; and

Helms for Senate. The following entities were candidate

authorized committees within the meaning of 2 U.S.C. 5 431(6) for

the 1986 election cycle: Siljander for Congress; Herschensohn for

U.S. Senate; Linda Chavez U.S. Senate; and Jim Hansen for

Congress.
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7. As a multicandidate committee, RuffPAC could legally

contribute only $5,000 per election to candidate authorized

committees. From 1984 through 1986, RuffPAC made numerous

excessive contributions to the authorized committees noted in

subparagraph 6 to which RuffPAC had already contributed

approximately its legal limit. RuffPAC effected such

contributions through a pattern of contributing to other political

committees noted in subparagraph 5 that, at RuffPAC's direction,

contributed similar amounts to the candidate committees with the

funds they received

Date & Amount
from RuffPAC

4/26/84
$3,000

10/16/84
$5,000

10/23/84
$5,000

12/5/85
$1,100

5/23/86
$3,900

10/7/86
$1,920

10/20/86
$20

10/22/86
$3,000

from RuffPAC:

Recipient PAC

Nat'l Pro-Life
PAC

GOA

FI FE-PAC

Liberation PAC

SSS PAC

CA PAC

Date & Amount
from PAC

4/27/84
$2,500

10/18/84
$5,000

10/22/84
$2,500

10/25/84
$2,500

12/5/85
$1,000

5/23/86
$3,500

10/10/86
$1,920

10/23/86
$3,000

Recipient
Candidate

Cleaver for
Congress

Dick Armey
for Congress

Dick Armey
for Congress

Helms for
Senate

Siljander
for Congress

Herchensohn
for Congress

Linda Chavez
U.S. Senate

Jim Hansen
for Congress
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For the 1984 election cycle transactions, Neal Blair, as an

officer of RuffPAC, authorized these contributions though he was

aware at that time that it was illegal for multicandidate

committees to contribute more than $5,000 per election to

candidate authorized committees. For the 1986 transactions,

William Jacobs, treasurer of RuffPAC at that time, and Neal Blair

authorized these contributions though they were aware at that time

that it was illegal for multicandidate committees to contribute

more than $5,000 per election to candidate authorized committees.

8. RuffPAC did not report that the true purposes of these

disbursements were for contributions to the candidate committees.

RuffPAC also did not report the true dates and amounts of its

- contributions to the candidate committees.

In-Kind Contributions to Helms for Senate

9. In addition to cash contributions to candidates,

RuffPAC, at Neal Blair's direction, made an in-kind contribution

to Helms for Senate through Students for America Political Action

Committee ("SFA PAC") of Raleigh, North Carolina, a political

committee within the meaning of 2 U.S.C. S 431(4). RuffPAC, with

the assistance of FTE, sent T-Shirts benefiting the Helms campaign

to SFA PAC for distribution in North Carolina. RuffPAC also sent

the invoice for the T-Shirts and a RuffPAC check in the amount of

$2,915.60. SFA PAC reported receiving the contribution from

RuffPAC on October 29, 1984 and then two days later, SFA PAC made

a disbursement of $2,715.60 to Sale Blazers, the T-Shirt vendor,

with the funds provided by RuffPAC. Neal Blair, as an officer of

RuffPAC, authorized this disbursement though he was aware at that
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time that it was illegal for multicandidate committees to

contribute more than $5,000 to candidate authorized committees.

10. RuffPAC reported the purpose of the $2,915.60

disbursement as a contribution to "Students for a Better America"

rather than as an in-kind contribution to Helms for Senate.

Furthermore, RuffPAC did not report SFA PAC's address and

incorrectly reported the name of SFA PAC.

11. RuffPAC made an additional in-kind contribution to

Helms for Senate through SFA PAC in the form of payments for the

.- support of a campaign worker for the Helms campaign. RuffPAC

at Neal Blair's instruction, paid $750.00 to SFA PAC for

Allison Blair's living expenses while she was working for Helms

for Senate. Allison Blair is Neal Blair's daughter and worked

on campaign related activities for Helms for Senate in 1984.

Neal Blair, as an officer of RuffPAC, authorized this disbursement

Nr though he was aware at that time that it was illegal for

multicandidate committees to contribute more than $5,000 to

candidate authorized committees.

12. RuffPAC did not report that this disbursement to SPA

PAC was a contribution to Helms for Senate. RuffPAC also did not

report the true date and amount of this disbursement.

13. In 1986, RuffPAC made in-kind contributions to

Herschensohn for U.S. Senate though RuffPAC had already

contributed its maximum legal limit. For at least one week in May

or June of 1986, Neal Blair and Daniel Flynn did campaign related

work for Herschensohn for U.S. Senate. Daniel Flynn was an

employee of RuffPAC during this time period. RuffPAC made salary
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payments to Neal Blair and Daniel Flynn for the period in which

both of them worked for the Herschensohn campaign. RuffPAC paid

Neal Blair a total of $56,500.00 in 1986, resulting in an average

weekly salary payment of $1,086.53. Daniel Flynn earned $271.42

per week from RuffPAC. Neal Blair, as an officer of RuffPAC,

authorized the these payments though he was aware at that time

that it was illegal for multicandidate committees to contribute

more than $5,000 per election to candidate authorized committees.

FTE Subsidization of RuffPAC

14. FTE and RuffPAC shared office space and personnel from

1984 until the two organizations moved to separate offices in

January 1988.

15. The sharing of office space and personnel allowed

RuffPAC to receive subsidization of its expenses for rent,

utilities, salary payments and other operating expenditures from

FTE. In addition to substantial subsidization during 1984,

RuffPAC received, at a minimum, $15,652.00 in advances for rent in

1986 and in 1987, RuffPAC received, at a minimum, advances

totaling approximately $132,347.47 for salary payments. RuffPAC

also did not report the receipt of these contributions.

RuffPAC State Contributions

16. Ruff Political Action Committee State ("RuffPAC

State") is a separate depository for corporate donations for

RuffPAC.

17. Neal Blair was President of RuffPAC and RuffPAC State

at the time of the events in this matter.
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18. With RuffPAC State checks numbered 166 and 196, dated

December 1, 1984, and December 28, 1984, respectively, RuffPAC

State paid Neal Blair's salary. Both checks were for $1,563.14,

representing $2,000 gross salary per check minus federal and state

income taxes withheld. The salary payments reflected compensation

for services Neal Blair rendered to RuffPAC, not RuffPAC State.

Neal Blair, as an officer of RuffPAC, consented to the use of

corporate funds to pay his salary on behalf of RuffPAC though he

was aware at that time that it was illegal for federal political

committees to accept contributions from corporate funds. RuffPAC

also did not disclose the receipt of this contribution.

19. In 1986, RuffPAC State paid for the use of an

automobile that was primarily used by employees for RuffPAC

activities. RuffPAC did not disclose the receipt of this

payment from RuffPAC State.

Employee Loan Reimbursements

20. In DecembeL 1984, RuffPAC owed $754.00 to Acuity

Graphics, a vendor. William Jacobs, an officer of both FTh and

RuffPAC at that time, paid Acuity Graphics with a $754.00 check

written on his personal account as an in-kind contribution to

RuffPAC because RuffPAC did not have sufficient funds to pay the

debt.

21. Before William Jacobs wrote his check to Acuity

Graphics, FTE wrote a check to William Jacobs reimbursing him for

his contribution to RuffPAC. RuffPAC did not report FTE as the
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source of this contribution. William Jacobs was aware at that

time that federal political committees were prohibited from

accepting contributions from corporations.

22. In 1985, Neal Blair created a similar loan scheme in

which corporate funds were loaned to various RuffPAC employees

who loaned the money to RuffPAC. Specifically, on September 24,

1985, David O'Mara, William Jacobs, and Neal Blair received

$3,000, $3,500, and $4,000, respectively, from American Heritage

Centre, Inc. With this money, they loaned $2,950, $3,225,

and $3,925 to RuffPAC. On October 29, 1985, RuffPAC repaid

David O'Mara $2,950, and David O'Mara repaid $3,000 to American

Heritage Centre, Inc. On Nay 7, 1986, RuffPAC repaid Neal Blair

-- $3,925, and Neal Blair repaid $4,000 to American Heritage Centre,

Inc. On May 20, 1986, RuffPAC repaid William Jacobs $3,225 and

William Jacobs repaid $3,500 to American Heritage Centre, Inc.

23. This loan scheme was repeated one more time in 1986

using Charles Newton. On February 11, 1986, American Heritage

Centre, Inc. loaned $775 to Charles Newton, and with this money,

Newton loaned $759 to RuffPAC. On April 11, 1986, RuffPAC repaid

Charles Newton $759 and Charles Newton repaid $775 to American

Heritage Centre, Inc.

24. Neal Blair, as an officer of RuffPAC, consented to

RuffPAC accepting corporate contributions though he was aware at

that time that federal political committees were prohibited from

accepting corporate contributions. Furthermore, for the

transactions described in subparagraph 21 and 22, RuffPAC did not

report American Heritage Centre as the source of funds.
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fecordkeeping and Reporting

25. During the period from 1980 through 1985, RuffPAC did

not keep an account of the purposes of its disbursements, the

names and addresses of all persons to whom the disbursements were

made, the dates and the amounts of disbursements, the candidates

for whom disbursements were made, and receipts, invoices, or

canceled checks for disbursements in excess of $200.

26. In a letter filed on March 6, 1989, Charles Brooks,

RuffPAC's treasurer of record at that time, informed the

Commission that he would no longer be treasurer of RuffPAC.

RuffPAC did not file a Statement of Organization informing the

Commission of the name and address of the new treasurer.

27. During the 1983-84 election cycle, RuffPAC reported

making contributions to "College Republican National Committee,"

"College Republican National Fund," and "CPAC" though no such

committees were registered with the Commission. RuffPAC also

reported making a contribution to "Black PAC" though none of the

committees with this name or similar names reported receipts from

RuffPAC. Furthermore, RuffPAC did not report the purpose and the

name and address of a recipient of a disbursement over $200.

28. Pursuant to 2 U.S.C. 5 441b(a), political committees

are prohibited from knowingly accepting or receiving contributions

from corporations. For purposes of this section, the term

"contribution" is defined in Section 441b(b)(2) to include any

direct or indirect payment distribution, loan, advance, deposit or
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gift of money or services or anything of value to any organization

in connection with a federal election.

29. Pursuant to 2 U.S.c. 5 441f, no person shall make a

contribution in the name of another person and no person shall

knowingly accept a contribution made by one person in the name of

another person. The term "person" is defined at Section 431(11)

to include committees.

30. Pursuant to 2 U.S.C. 5 441a(a)(2)(A), no

multicandidate political committee shall make contributions to any

candidate and his authorized political committees with respect to

any federal election which exceeds $5,000.

31. Pursuant to 2 U.S.C. 5 434(b), each political

committee shall report the name and address of each: person to

whom an operating expenditure in excess of $200 is made, together
with the date, amount, and purpose of such operating expenditure;

political committee which has received a contribution from the

-reporting committee, together with the date and amount of any such

rcontribution; and person who receives any disbursement in excess

yof $200 in connection with an independent expenditure, together

with the date, amount, and purpose of any such independent

expenditure. In addition, all political committees shall report

the identification of each person who makes a contribution in

excess of $200 to the reporting committee during the reporting

period. "Identification" is defined by section 431(13) to include



the name and address of a person. "Person" is defined by section

431(11) to include individuals, committees, and corporations.

32. Pursuant to 2 U.S.C. 5 432(c)(5), the treasurer of a

political committee shall keep an account of the name and address

of every person to whom any disbursement is made, the date,

amount, and purpose of the disbursement, and the name of the

candidate and the office sought by the candidate, if any, for whom

the disbursement was made, including a receipt, invoice, or

canceled check for each disbursement in excess of $200.

33. Pursuant to 2 U.S.C. 5 433(c), a political committee

shall report any change in information previously submitted in a

IT" statement of organization no later than 10 days after the change.

34. Pursuant to 11 C.F.R. 5 102.5(a), each political

committee that finances political activity in connection with both

federal and non-federal elections may establish separate federal

and non-federal accounts. If a political committee chooses to

maintain both federal and non-federal accounts, all disbursements,

contributions, expenditures, and transfers in connection with

r federal elections must be made from the federal account.

V. 1. Respondents, through the knowing and willful conduct

of its officer Neal Blair, made excessive contributions to Cleaver

for Congress; Dick Armey for Congress; Helms for Senate; Siljander

for Congress; Herschensohn for U.S. Senate; Linda Chavez U.S.

Senate; and Jim Hansen for Congress, in the names of other

political committees in knowing and willful violation of 2 U.S.C.

SS 441a(a)(2)(A) and 441f. Respondents, through the knowing and
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willful conduct of its officer Neal Blair, failed to report

properly its disbursements for these contributions in knowing and

willful violation of 2 U.S.C. 5 434(b).

2. Respondents, through the knowing and willful conduct

of its treasurer, William Jacobs, and its officer, Neal Blair,

made excessive contributions to Siljander for Congress;

Herschensohn for U.S. Senate; Linda Chavez U.S. Senate; and

Jim Hansen for Congress, in the names of other political

committees in knowing and willful violation of 2 U.S.C.

cO 55 441a(a)(2)(A) and 441f. Respondents, through the knowing and

willful conduct of its treasurer William Jacobs and its officer

Neal Blair, failed to report properly its disbursements for these

contributions in knowing and willful violation of 2 U.S.C.

5 434(b).

3. Respondents, through the knowing and willful conduct

of its officer Neal Blair, made excessive in-kind contributions to

Helms for Senate in the name of Students for America, in knowing

and willful violation of 2 U.S.C. 55 441a(a)(2)(A) and 441f.

Respondents, through the knowing and willful conduct of its

officer Neal Blair, failed to report properly this disbursement,

in knowing and willful violation of 2 U.S.C. S 434(b).

4. Respondents, through the knowing and willful conduct

of its officer Neal Blair, made an excessive in-kind contribution

to Herschensohn for U.S. Senate in knowing and willful violation

of 2 U.S.C. S 441a(a)(2)(A).

5. Respondents knowingly accepted corporate contributions

from FTE in the form of advances for rent, salary, and other



-13-

RuffPAC expenses, in violation of 2 U.S.C. S 441b(a). Respondents

failed to disclose the receipt of these contributions in violation

of 2 U.S.C. 5 434(b).

6. Respondents, through the knowing and willful conduct

of its officer Neal Blair, knowingly accepted corporate funds from

its state depository RuffPAC State, and failed to disclose the

receipt of the contribution in knowing and willful violation of

2 U.S.C. 55 441b(a) and 434(b). Respondents also accepted

corporate funds from its state depository RuffPAC State and failed

to report the receipt of funds in violation of 2 U.S.C. 55 441b(a)

- and 434(b). Furthermore, Respondents used corporate funds from

its state depository in violation of 11 C.F.R. 5 102.5(a).

7. Respondents, through the knowing and willful conduct

-- of its officer, William Jacobs, knowingly accepted a corporate

contribution from FTE made in the name of William Jacobs, and

failed to report the receipt of the contribution from FTE in

C.- knowing and willful violation of 2 U.S.C. 55 441b(a), 441f, and

434(b).

8. Respondents, through the knowing and willful conduct

of its officer, Neal Blair, knowingly accepted corporate

contributions from American Heritage Centre, Inc., made in the

names of David O'Hara, William Jacobs, Neal Blair, and

Charles Newton, in knowing and willful violation of 2 U.S.C.

SS 441b(a) and 441f. Respondents also failed to disclose properly

the receipt of the contribution in knowing and willful violation

of 2 U.S.C. 5 434(b).
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9. Respondents failed to keep a proper record of its

disbursements for the period of 1980 through 1985 in violation of

2 U.S.C. S 432(c)(5).

10. Respondents failed to amend its statement of

organization in violation of 2 U.S.C. S 433(c).

11. Respondents failed to itemize its disbursements in

violation of 2 U.S.C. 5 434(b).

VI. 1. Since March 1989 and at all times thereafter,

Neal Blair ceased to be an officer of respondent RuffPAC.

: 2. Since January 1988 and at all times thereafter,

Z William Jacobs ceased to be an officer of respondent RuffPAC.

3. Since March 1989, respondent RuffPAC has taken action

-- to prevent the occurrence of the conduct upon which the Commission

found reason to believe that respondent RuffPAC violated 2 U.S.C.

55 441a(a)(2)(A), 441f, 434(b), 441b(a), 432(c)(5), 433(c), and

11 C.F.R. 5 102.5(a).

4. During the period in which the Commission has

investigated this matter, the current officers of respondent

RuffPAC have cooperated with the Commission in supplying all

documents and information requested by the Commission.

VII. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of Twenty Four Thousand Dollars

($24,000), pursuant to 2 U.S.C. S 437g(a)(5)(A), such penalty to

be paid as follows:

1. One initial payment of $1,000 due with the submission

of this signed conciliation agreement;
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2. Thereafter, beginning on the first day of the month

following the date of execution of this agreement, twenty-three

consecutive monthly installment payments of $1,000 each;

3. Each such installment shall be paid on the first day

of the month in which it becomes due;

4. In the event that any installment payment is not

received by the Commission by the fifth day of the month in which

it becomes due, the Commission may, at its discretion, accelerate

the remaining payments and cause the entire amount to become due

upon ten days written notice to the respondents. Failure by the

Commission to accelerate the payments with regard to any overdue

installment shall not be construed as a waiver of its right to do

- so with regard to future overdue installments.

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

under 2 U.S.C. 5 437g(a)(l) concerning the matters at issue herein

or on its own motion, may review compliance with this agreement.

If the Commission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action for

relief in the United States District Court for the District of

Columbia.

IX. This agreement shall become effective as of the date that

all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondents shall have no more than 30 days from the date

this agreement becomes effective to comply with and implement the

requirement contained in this agreement and to so notify the

Commission.
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XI. This Conciliation Agreemnt constitutes the entire

agreement between the parties on the matters raised herein, and no

other statement, promise, or agreement, either written or oral,

made by either party or by agents of either party, that is not

contained in this written agreement shall be enforceable.

FOR THE COMMISSION:

Dter2 .. ..
Da te

General Counsel

FOR THE RESPONDENTS:

tf)

I x1 '
Tammy J. Lyls
Treasurer

Dat1
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) C

NUR 2191

Ruff Political Action )

Committee State and ) r
Tammy J. Lyles, as treasurer )

)

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and notarized

complaint by David O'Mara. The Federal Election Commission

(nCommission") found reason to believe that Ruff Political Action

Committee State and its treasurer ("Respondents"), knowingly and

willfully violated 2 U.S.C. 5 441b(a) and violated 11 C.F.R.

-- S 102.5(a).

NOW, THEREFORE, the Commission and the Respondents, having

participated in informal methods of conciliation, prior to a

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

I. The Commission has jurisdiction over the Respondents and

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

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

S 437g(a)(4)(A)(i).

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with the

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

1. Ruff Political Action Committee State ("RuffPAC

State") is a separate depository for corporate donations for Ruff

Political Action Committee ("RuffPAC") which is a political

committee within the meaning of 2 U.S.C. 5 431(4).

2. Tammy J. Lyles is the Executive Director and treasurer

of RuffPAC and RuffPAC State.

3. Neal Blair was a President of RuffPAC and RuffPAC

State at the time of the events in this matter.

4. With RuffPAC State checks numbered 166 and 196, datedto

December 1, 1984, and December 28, 1984, respectively, RuffPAC

State paid Neal Blair's salary. Both checks were for $1,563.14,

-- representing $2,000 gross salary per check minus federal and state

income taxes withheld. The salary payments reflected compensation

for services Neal Blair rendered to RuffPAC, not RuffPAC State.

Neal Blair, as an officer of RuffPAC State, consented to the use

of corporate funds to pay his salary on behalf of RuffPAC though

he was aware at that time that it was illegal to use corporate

funds to make contributions to federal political committees.

5. In 1986, RuffPAC State paid for the use of an

automobile that was primarily used by employees for RuffPAC

activities.

6. Pursuant to 2 U.S.C. S 441b(a), corporations are

prohibited from making contributions to political committees.

7. Pursuant to 11 C.F.R. 5 102.5(a)(1), each political

committee that finances political activities in connection with

both federal and non-federal elections may establish separate
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federal and non-federal accounts. If separate accounts are

established, all disbursements, contributions, expenditures, and

transfers in connection with federal elections must be made from

the federal account. See 11 C.F.R. 5 102.5(a)(l)(i).

V. 1. Respondents, through the conduct of its President

Neal Blair, made an in-kind contribution in the amount of $4,000

to RuffPAC by using its corporate donations to pay Neal Blair's

salary on behalf of RuffPAC, in knowing and willful violation of

2 U.S.C. 5 441b(a).

2. Respondents, by paying for RuffPAC's use of an

automobile, made a corporate contribution to RuffPAC in violation

of 2 U.S.C. 5 441b(a).

3. Respondents made disbursements to RuffPAC, a federal

account, using its corporate donations in violation of 11 C.F.R.

S 102.5(a).

VI. 1. Since March 1989 and at all times thereafter,

Neal Blair ceased to be an officer of respondent RuffPAC State.

2. Since March 1989, respondent RuffPAC State has taken

Naction to prevent the occurrence of the conduct upon which the

Comission found reason to believe that respondent RuffPAC State

violated 2 U.S.C. S 441b(a) and 11 C.F.R. 5 102.5(a).

3. During the period in which the Commission has

investigated this matter, the current officers of respondent

RuffPAC State have cooperated with the Commission in supplying all

documents and information requested by the Commission.
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VII. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of Two Thousand Four Hundred

Dollars ($2,400), pursuant to 2 U.S.C. 5 437g(a)(5)(A), such

penalty to be paid as follows:

1. One initial payment of $300 due with the submission of

this signed conciliation agreement;

2. Thereafter, beginning on the first day of the month

following the date of execution of this agreement, seven

consecutive monthly installment payments of $300 each;

3. Each such installment shall be paid on the first day

of the month in which it becomes due;

4. In the event that any installment payment is not

- received by the Commission by the fifth day of the month in which

it becomes due, the Commission may, at its discretion, accelerate

the remaining payments and cause the entire amount to become due

upon ten days written notice to the respondents. Failure by the

Commission to accelerate the payments with regard to any overdueC
installment shall not be construed as a waiver of its right to do

so with regard to future overdue installments.

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

under 2 U.S.C. 5 437g(a)(1) concerning the matters at issue herein

or on its own motion, may review compliance with this agreement.

If the Commission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action for



relief in the United States District Court for the District of

Columbia.

IX. This agreement shall become effective as of the date that

all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondents shall have no more than 30 days from the date

this agreement becomes effective to comply with and implement the

requirement contained in this agreement and to so notify the

Commission.

XI. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and no

other statement, promise, or agreement, either written or oral,

-- made by either party or by agents of either party, that is not

contained in this written agreement shall be enforceable.

L .

FOR THE COKMISSION:

Dat
L,-tneral Counsel

FOR THE RESPONDENTS:

Tammy J. Lyls
Treasurer
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Free the Eagle ) MUR 2191

)

CONCILIATION AGREEMENT

This matter was initiated by a signed, sworn, and notarized

complaint by David O'Mara. The Federal Election Commission

("Commission") found reason to believe that Free the Eagle

("Respondent") knowingly and willfully violated 2 U.S.C.

S 441b(a) and 441f.

NOW, THEREFORE, the Commission and the Respondent, having

participated in informal methods of conciliation, prior to a

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

I. The Commission has jurisdiction over the Respondent and

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

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

S 437g(a)(4)(A)(i).

II. Respondent has had a reasonable opportunity to demonstrate

that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with the

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

1. Free the Eagle ("FTC") is a registered lobbying

organization that is a corporation incorporated in California and

headquartered in Washington, D.C.

2. Ruff Political Action Committee is a political

committee within the meaning of 2 U.S.C. S 431(4) and is an

unconnected committee.

3. Neal Blair was an officer of FTE and RuffPAC at the

time of the events of this matter.

Empl oee Contribution Reimbursement

4. On October 18, 1984, Neal Blair asked Charles Newton,

an FTE and RuffPAC employee, to contribute $5 to Financial

Freedoms Political Action Committee ("FIFE-PAC"), a federal

political committee, and to solicit similar contributions from

other FTE and RuffPAC employees. At Neal Blair's instruction,

Charles Newton solicited $5 contributions from FTE and RuffPAC
VT

C_ employees informing each of them that he or she would be

nreimbursed.

5. On October 18 and 19, 1984, nineteen employees of FTE

contributed $5 each to FIFE-PAC. Neal Blair instructed an FTE

employee to reimburse each employee from FTE's petty cash fund,

though he was aware at that time that corporations were prohibited

from making contributions to federal political committees.
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Willia Jacobs Loam Relmbursement

6. in December 1984, RuffPAC owed $754.00 to Acuity

Graphics, a vendor. William Jacobs, an officer of both FTH and

RuffPAC at that time, paid Acuity Graphics with a $754.00 check

written on his personal account as an in-kind contribution to

RuffPAC because RuffPAC did not have sufficient funds to pay the

debt.

7. Before William Jacobs wrote his check to Acuity

Graphics, FTE wrote a check to William Jacobs reimbursing him for

his contribution to RuffPAC. William Jacobs was aware at that

time that corporations were prohibited from making contributions

to federal political committees.

-- Contributions to Candidates

8. in 1984 and 1986, FTH, at the instruction of
iLO Neal Blair, made several payments for the support of individuals

who worked on campaigns of federal candidates. In April through

July 1984, Neal Blair did campaign related work for Cleaver for

rCongress. While working for the Cleaver campaign, Neal Blair

stayed at an apartment in California. This apartment was also

used by some of the Cleaver campaign staff. FTE paid for costs in

connection with this apartment.

9. Also in 1984, FTE made payments for the support of a

campaign worker for the Helms campaign. On November 16, 1984,

FTE, at Neal Blair's instruction, paid $750.00 to Students for

America, a political committee, for Allison Blair's living
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expenses while she was working for Helms for Senate.

Allison Blair is Neal Blair's daughter and worked on campaign

related activities for Helms for Senate in 1984.

10. Furthermore, FTE paid Neal Blair's salary for the

period in which he worked for Herschensohn for U.S. Senate. For

at least one week in May or June of 1986, Neal Blair did campaign

related work for Herschensohn for U.S. Senate. FTE made salary

payments to Neal Blair for the period in which Neal Blair worked

for the Herschensohn campaign. FTE paid Neal Blair a total of

$77,500.00 in 1986, resulting in an average weekly salary payment

of $1,490.38.

11. For each of the transactions listed in subparagraphs

-- 8, 9, and 10, Neal Blair authorized the disbursement of FTE

corporate funds though he knew at those times that corporations

were prohibited from making contributions to federal candidates

and their authorized committees.

FTU Subsidixation of RuffPAC

12. FTE and RuffPAC shared office space and personnel from

1984 until the two organizations moved to separate offices in

January 1988.

13. The sharing of office space and personnel allowed FTE

to subsidize RuffPAC's expenses for rent, utilities, salary

payments and other operating expenditures. In addition to

substantial subsidization during 1984, FTE advanced RuffPAC, at a

minimum, $15,652.00 for rent in 1986, and in 1987, FTE advanced

RuffPAC, at a minimum, approximately $132,347.47 for salary

payments.



14. Pursuant to 2 U.S.C. 5 441b(a), corporations are

prohibited from making contributions to political committees and

candidates and their authorized committees. For purposes of this

section, the term "contribution" is defined in Section 441b(b)(2)

to include any direct or indirect payment distribution, loan,

advance, deposit or gift of money or services or anything of value

to any organization in connection with a federal election.

15. Pursuant to 2 U.S.C. 5 441f, no person shall make a

contribution in the name of another person. The term "person" is

defined at Section 431(11) to include corporations.

V. 1. Respondent, through the knowing and willful conduct of

its officer, Neal Blair, made a corporate contribution to

- Financial Freedoms Political Action Committee in the names of

nineteen employees in knowing and willful violation of 2 U.S.C.

55 441b(a) and 441f.

2. Respondent, through the knowing and willful conduct of

its officer, William Jacobs, made a $754.00 corporate contribution

to Ruff Political Action Committee in the name of William Jacobs

in knowing and willful violation of 2 U.S.C. SS 441b(a) and 441f.

3. Respondent, through the knowing and willful conduct of

its officer, Neal Blair, made a corporate contribution to Cleaver

for Congress in knowing and willful violation of 2 U.S.C.

S 441b(a).

4. Respondent, through the knowing and willful conduct of

its officer, Neal Blair, made a corporate contribution to

Herschensohn for U.S. Senate in knowing and willful violation of

2 U.S.C. 5 441b(a).
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5. Respondent, through the knowing and willful conduct of

its officer, Neal Blair, made a corporate contribution to Helms

for Senate in the name of Students for America in knowing and

willful violation of 2 U.S.C. SS 441b(a) and 441f.

6. Respondent made corporate contributions to RuffPAC in

the form of advances for rent, salary, and other RuffPAC expenses,

in violation of 2 U.S.C. 5 441b(a).

VI. 1. Since March 1989 and at all times thereafter,

Neal Blair ceased to be an officer of the Respondent.

2. Since January 1988 and at all times thereafter,

William Jacobs ceased to be an officer of the Respondent.

3. Since March 1989, Respondent has taken action to

- prevent the occurrence of the conduct upon which the Commission

-- found reason to believe that Respondent violated 2 U.S.C.

55 441f and 441b(a).

4. During the period in which the Commission has

investigated this matter, the current officers of the Respondent

have cooperated with the Commission in supplying all documents and

r % information requested by the Commission.

VII. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of Eighteen Thousand Dollars

($18,000), pursuant to 2 U.S.C. 5 437g(a)(5)(A), such penalty to

be paid as follows:

1. One initial payment of $750 due with the submission of

this signed conciliation agreement;
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2. Thereafter, beginning on the first day of the month

following the date of execution of this agreement, twenty-thre

consecutive monthly installment payments of $750 each;

3. Each such installment shall be paid on the first day

of the month in which it becomes due;

4. In the event that any installment payment is not

received by the Commission by the fifth day of the month in which

it becomes due, the Commission may, at its discretion, accelerate

the remaining payments and cause the entire amount to become due

upon ten days written notice to the respondents. Failure by the

Commission to accelerate the payments with regard to any overdue

installment shall not be construed as a waiver of its right to do

so with regard to future overdue installments.

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

under 2 U.S.C. 5 437g(a)(l) concerning the matters at issue herein

or on its own motion, may review compliance with this agreement.

if the Commission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action for

relief in the United States District Court for the District of

Columbia.

IX. This agreement shall become effective as of the date that

all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondent shall have no more than 30 days from the date

this agreement becomes effective to comply with and implement the

requirement contained in this agreement and to so notify the

Commission.

-1K 4 W-1



FOR THE RESPONDENT:

Managing Direct r

Date/

1,d lz

77. A.4-.

XI. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and no

other statement, promise, or agreement, either written or oral,

made by either party or by agents of either party, that is not

contained in this written agreement shall be enforceable.

FOR THE COMMISSION:
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K. Randall Pearson
Attomey-at.Law

Six Hundred Sixty Six Pennsylvania Ave., S.E.
Suite 300

Washington, D.C. 20003

September 17, 1993

Ms. Helen J. Kim
Office of General Counsel
Federal Election Commission
999 E Street. N.W.
Washington. D.C. 20463

RE: MUR 2191; Ruff Political Action Committee, Ruff Political Action Committee State,
and Free The Eagle

Dear Ms. Kim:

Although the conciliation agreements in this matter were executed by the Commission on July
23, 1993, and attached to your cover letter to me dated July 26, 1993, they were not received by our
respective organizations until August 10, 1993. As we had not received the signed conciliation
agreemen by August Ist, we had anticipated that the first monthly civil penalty payments would be
made September 1st.

The conciliation agr do indicate that the first civil penalty payments were due on
August I st; however, I respectfully request that the Office of General Counsel exercise its discretion
and conclude that the initial payments were payable to the Commission on September 1st.

Unfortunately, the revenues for all three organizations have been insufficient to enable us to
transmit the payments due on September 1st. However, I am confident all three organizations will be
able to transmit their respective payments to the Conmmission by September 24th. As I'm sure you
can understand, fundraising during the summer months drops by approximately 75% and taling in
account that this is not an election year, it is even more difficult to raise money. I expect revenues to
increase sufficiently to enable our organizations to make timely payments hereafter.

I appreciate the forbearance of the Office of General Counsel in agreeing to this request. I
apologize for not communicating with you sooner, and will do so with greater alacrity in the event
that subsequent payments are not made in a timely fashion.

Sincerely,

Kim R. Pearson



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

SEPTEMBER 22, 1993

VIA FACSIMILE AND FIUST CLASS MAIL

Kim R. Pearson
c/o Free the Eagle
666 Pennsylvania Avenue, S.E.
Suite 300
Washington, D.C. 20003

RE: MUR 2191

Dear Mr. Pearson:

This Office has received your letter dated September 17,
1993, requesting this Office to consider September 1, 1993 as the
due date for the initial civil penalty payments and to grant a

-- forbearance of the civil penalty payments due on September 1, 1993
until September 24, 1993. That letter also explained the
circumstances underlying these requests.

This is to notify you that this Office will not seek suit
-- authorization at this tine to accelerate the remaining civil

penalty Installments for RuffPAC, Free the Eagle, and nuffPAC
State. We remind you that according to I VII, subparagraph 4, of
the conciliation agreements, failure to accelerate the payments
regarding any overdue installment shall not be construed as a
waiver of the Comissionts right to do so regarding future overdue
installments. Accordingly, we fully expect that the October 1,
1993, installment, and all future installments, will be paid on
time. If any future installments are delayed, this Office will
seek suit authorization from the Commission to enforce the
conciliation agreements.

If you have any questions, please contact me at (202)
219-3690

Sinperely,

Helen J. Kim
Attorney
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1.Meo Gnra o..l.oth.om.sin dated

Sepemer22 1992.l tSubjt: rioxszurit SysemReprt.

2. Memo, General Counsel to the Commission, dated
Aepile 14, 199 Subject: nrcmt Priority te pot..
See Rqeel 354, pages 1590-194.

3. Ceo etiianeof Cosesito voteodatedion, d3.J

See Reel 354, pages 1621-t22.

S4. General Counsels Report, In the, Nettet of-

ifti t ty. date...e.e ber 3 ' 1*3

j~ ~el354w pges )4- 4.4
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Ms. Helen J. Kim
Ofic of Gcumral Coumel

999 E Stret, N.W.
Washingum, D.C. 20463

R: MUR 2191; N cal Acdim C , Rt Mkff A Cco b
sine a Fre Tit Bul

Nar Ms. Kim,

Eldyau will am~l ti" blU 2191 ftm ImAC A bbm
Free "Ine Eagl.

wil. cU iu

666 F~nmyhmiis A n, EX. ut 00Phone: (202) 543-6090
FAX: (202) 543-6884
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OGC, Docket
Philomena Blrook

Accounting Tecliolsa

3~l~nCt: Account Deterainatio. r* V "

recently received a

~i3Ami.. Steks

A~I*a T.e~L.Aeft

Coc, Dec&*t

,- I

2 2

~etrenc to the *u.
~ A

Bulldget Clearing Acomant (OC), SM7S.16
Civil Penalties Accownt, 95-1099.160

Othe r:

A.4ix ~'I~A~seJ~
Signature

'Ws

N ,,

.. =o
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Ms. Helen 3. Kim
Office of Geumra Cousmel

999 E Stree, N.W.
washngon D.C. 20463

RE: MUR 2191; Rnff IPolical Action Cmi, hOf Noiial Acek Comuils

Dear Ms. K&,

~dmed )W *U~~ab *11k mt~~c~
Fm 113

I~s~
wm - wu~

FAX: (202) 543-6884 Wmhw~~..203
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NA.
OATE Septuber 24, 1,993

'~u

PW. ,# l..st~ ~mintoat

. .............. DOLLARS $300.00--

RUFF PAC

*ip,

~t

~

1683 I
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OGC, Docket

Ph ilonen: 5 rook8a 6i

mlOCt: Account Dote rnatim trft 3W- -'u

We recently received a

end ii

SME be

1 4

j(Budget Clearing Accvt OC€) ,-.WWiiP16t
Civil Penalties Account, *3409 t~

Other•:

*.0
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OOC, Docket

Phi lomena 5rooksAccounting Technician

inUlCt: Account Deteruinetiom for ..... - ...---
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Civil ]Penalties Account. 95J-l@WL44

Other:
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Ms. lenm J. Kim
ofik of Geatra cnmel
Federa Elcto Cinission
999 E Stut N.W.
Wahineon D.C. 20463

RE: MUR 2191; Ruff Nltia Akm Coil, l-ff I'- C mm .. u i e

DearMs. Km:

Pwe(202) 543-6090FAX: (202) 543-6884
A~ Si~ &~m 300

*om~D.C~ 20003
-.

Ii

F
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Other:
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Ms. Helen J. Kim
Ofic of General Couiuel
Federal Election Comnso
999 E Street, N.W.
Washington, D.C. 20463

if
C

RE: MUR 2191; RLuff Nka Adk Co.Te, Ruff 8 C and re'rmEagle

Dear Ms. Kim:

Oeober o be taI ~ E ~ k

Ifyilue ~ bb U

--- .- - . ti .,

Phone: (202) 543-6090FAX: (202) 543-6884
66 NmIwi Aimu, &EF.. Sue 30

-- 'I

2gw~

~1~



. r,-

CW.UI~hI

20463

u"0 Q q iqP" o0 s', oo lOJN~r~I
120.,.I: 3a07a.,

3g3

'7

S

"-,'i' , : . ' : 4;

.C.

-i t, .,



P:l~otmouth Road
Nwals8, Virginia 22110

RE: EUR 2191

~Wst Ut. OUUera:

15

V

4~ j

~to~

:,I ': znc to take Im4 % -

Althou4gh the coe3*t. fil2e must be p)*@ os th,,e .p~l t
rc vithiuA .3e da . t s coul.d occur at anw t e fo3t"

: - i : i , :i i/' • :/ .; :



11 rcodbefore ~
i rissble subssiom

ie~ctwd.

Ic record °i

The Act alloys a complainant to seek judicial reviev of theCommission's dismissal of this action regarding. Neal B. Blair,
William T. Jacobs, and American Heritage Centre, znc. See
2 U.S.C. S 437g(a)(S). mmu

The Commission thanks you for your cooperation in this
matter.

/. ' •



F Lyle... ,'' , '," . - :'. - : , .. ,, , .- i

COCKK2?U 0

complaint b. Da.vid', Ol.TeFdea leto Ciso

Cmiteande it)raue U~odos nval

v hifittviolasntitedd2U..C SSI 4n1d, sworn, 4and ntarizend

('/so' Woun ren to believe~ thtlf oitclto

!i .... t of(b am v ena e U.e.e. pf r3€)Sat -i. 2 3¢U.S.C. ...

. .*I 4-i3.i( ).4()(

UZ. 3.spondents have had a reasOnable opportunity to

demonstrate that no action should be taken in thi Iatter.

III. mesponents enter vo luntari ly in~tO this agreement with the

Cmission.



3. Free the lagle (FYVt) is a registered 1ebb~iag

owgai tion that is a corporation incorporated in California and

headquartered in Washington, D.C.

4. Nel Blair vas an officer of RtuffPAC and IS at the

ti of the events of this matter.

o tieom to Cailsdatnae s ua Othe csmStg

j S~~. Whbe folloving entitles are poli tical eeitesa wi~tlia

.i .... m. ... J-- of 2 U,,C.- 3 .431(4). UaMtioml Pfrf* -

. "p c a .(4] 1 ~

N~elus for Senate. The following entities vere candidate

authorised comi~ttees vithin the meaning of 2 U.S.C. S 43144) for

the 1966 election cycle: Sljander for Congress; Eerschemeeba for

g.S. Sente; Linda Chaves g.S. Senate; and Jim Smaseon for

Congress.



,1 ,, . . .. ": .

:: "-: ,I.@einw contributisiito 'the suthorieed cmIItei8 eot~d tn

eurbparagva 6 to w hh Rf fMC had already contributed

appromimately its legal1 Ilit. RutffC effected such

contributions through * pattern of contributing to other poltical

comIttees noted in subparagraph 5 that, at RutffPAC' direction,

contributed siilar amounts to the candidate comitLtees with the

funds they received from Rutf1A&C:

Date a Amunt_ Recipient M&C Date a Amount ftoi Lt

from Rail IPAC from PLC CamM~~t*

$3.00

$1,:106

$1,920

10/2t0/6
$20

10/22/86
$3,000

N~at'l1 Pro-Li fe

GaL

Li~atom'A

558 PLC

CA PLC

4/27/64
*2.500

* 1.400

*3,S00

$1,920

10/23/6
$3,000

c1i~.for

- S; !

Llids :Chive z
1I.8, Uoeate

JI IEasen
for Congress

jr W'



Urd+te authorised €ommittees. For the 19S6 transactions,

w~l~ia Jacobs. treasurer of kufflAC at that time, and Mleal Slair

atlithblied these contributions though they were aware at that time

that it was illegal for multicandidate comilttees to contribute

Iore than $50000 per election to candidate authiorised comIlttees.

8. RutIAC did not report that the true purposes of these

• 0bersments were for contributions to the candidate comi~ttees.

+ IkitmCd alo did not report the true dates and amoats of its

-4 e i ath mrim . uI.SC. 4314"4). R-iimC, vith

t* tA1 AC for disteiUsltiom in Worth carOllia. Ruf f tos snet

the linoic, for the T.-Shirts and a RutffIJC check in the anuat of

$2,15.60. IFA PJAC reported receiving the contribution from

RUtafi on October 29, 1984 and then two days later, MA& PAC made

a distursement of $2,715.60 to Sale Slasers, the 1-Shirt vendor,

with the funds provided by Rut fJAC. INeal Ilair, as an officer of

RufflAJC, authorised this disbursement though he was aware at that



, ,t . .t # L.d* " ;bft'

4* -' .tse- ontrLutin.to tnd<ts fr a ette

!.:.': rather than as an is-kind contribution to Helms for Se~nte.

furthermore, RufflAC did not report SFA PACs8 address and

" incorrectly reported the name of IVA PAC.

11. lRuffVAC Bade an additional in-kind contribution to

Helms for Senate through SFA PAC in the form of payments for the

support of a campaign worker for the H~elms campaign. RuflEPC

i , at '1 Slair's instruction, paid $750.00 to IFA PAC for

;&Alste Slair's living expenses while She was wrkinlg Lot rm

.: fg , smee. Allson Slair is Wea h leli•s dasughter am

~~~13. mgmcl 414 sot report that thie ; :_ ....- i

,, 've~rt the true date and amount of this dibumrsemst.

13. In 1966, RuffPAC made in-kind contributions to

Herschensohn for U .8S. Senate though RufIPAC had already

costributed its maximum legal limit. For at least one week is Ray

or June of 1966, Heal Slai r and Daniel Flynn did campaign related

work for Uerechessobn for U.S. Senate. Daniel Flynn was as

employee of IuffPAC during this time period. RuffPAC made salary



per week from ItufftAC. Weni B~lair, as an offi~c of RS

authorised the these pymeonts though he was aware atat itt.

that it was illegal for mltieanidadte conmtttwe to dtt1lfte

more than $5,000 per election to candidate authorised omttees.

VT Subeidustl@S of Ru fP.AC

14. FT and RutfPLAC shared office space and pnonnel from

1984 until the tvo organiwatioss mod- to meperatO U in

anuay 190.

15. bo sharag of • oS , - - am. -....

UmffPAC.t oiesb4~~b~s t

#137. Noelt. t@arysPeien fIufPU edIufA t

ate ie no epr the evensi th1 Ubm tu~Uum



....... ja . ,. .. . .... 4 z per ch c .....esr l

S1mm taxes vthld.d Ie salary payuents reflected co W ,

for servics al Blair rendered to Rut fPAC, not RutfIA&C State.
Nel Blair, as an officer of IRuffPAC, consented to the use of
corporate funds to pay his salary on behalf of RutffPAC though be

was awae at that time that it was illegal for federal political
Somittes to cocept contributions from corporate funds, ltuf f&

also did mot d~isclcae the receipt of this contribution.
Jmms .. 19. Zn l904, l3uf Sate paid for the use of an

~eble that ,v %tiinurily weed by ,em1oyees for DItutallc; t U . ua 414d set* dslcim the #ecetp of eti

~~vr14e os his-peeasl e Mmt. e8 m is-kind .ostistg :: t -
£SJU h beoawae asfe did sot have sufficient funds to payi She

21. Before William Jacobs wrote his check to Acuity

Graphics, VTIU wrote a check to william Jacobs reimb~ursing him for
his contribution to RuffPAC. RuffPAC did not report IT3 as the



L " . "  which"' € corporate funds were ]Loaned to various mluffuAC epqoe

whbo loaned the money to RuffPAC. Specifically, on Setebr 24,

105., David 0'Wara, William Jacobs, and Weal Blair received

$3,000, $3,500. and $4,000, reslpectively, from American Meontae

Centre, Inc. With this money. they loaned $2,950, $3,225,

and $3,925 to RuffPAC. On October 29, 1965, RuffPAC repaid

I~t D~tLd O'Elara $2,950, and David O'Nara repaid $3,000 to- tls

0.,935. and Weal Blair repaid $4,000 to eea Nerit1 .

11 0ine wqeid $5500, .nc

24. Weal Blair, as an officer of mufflaC, consente oe

mimcf N accepting corporate contributions though be was awe at

that tine that federal political couittees were prohibtted teem

accepting corporate contributions. Furthermore, for the

trassactions described in subparagraph 21 and 22. RuffAC did not

report American Uoritage Centre as the source of funds.



s~ and eddtese of .11 perems t0 when the dtu ;i ::

ende the dates and the NsmUnts of disbursements, the candidet

f~or wlh disbursemonts were mode, and receipts, invoices, or

caceoled checks for disbursements in excess of $200.

26. Zn a letter filed on Mparch 6, 1989, Charles ISrooks,

tuifFA&C's treasurer of record at that time, informed the

Comissi~on that he would no longer be treasurer of Rtt?&lPc.

DtiAC Ly did not fille a Statemont of Organisation inforii t he

JC~e ion of the mm and a qHe. of the new treasurer.

37. Ducsti toe # l.a.C o 44bo, o sm@ ... * .....

fro crpoaton. mor urpose of s set, o ~t

c€ontribution" is defined in Section 441b(b)(2) to inoedo any

direct or indirect payment distribution, loan, advance, deposit, or

I



"kwsvingly accept a contribution made by one person in the m of
another person. The term *person is defined at Section 431(11)

to include comittees.

30. Pursuant; to 2 U.s.C. S 441a(a)(2)(A), no
malticandidate political committee shall make contributions to any
cadidate and his authorised political committees with respect to
Uay federal election which exceeds $5,000.

31. Pursuant to 2 U.S.C. S 434(b), each polt loal

the identification of each person who makes a contribution in
exoess of $200 to the reporting committee during the reporting
period. 'Zdentification* is defined by section 431(13) to include



:-.a,• .v; t. . s < ,¢*W .. th-.e *

poZitical coinitte shall keep an account of the nme a* U

of every person to whom any disbursement is made, the des,

amount. and purpose of the dislbursement, and the name of the

candidate and the office sought by the candidate, if any, for whom

the disbursement vs made, including a receipt, invoice, or

canceled check for each disbursement in excess of $200.

33. Pursuant to 2 U.S.c. S 433(c), a politi~cal o mttee

shall report any chnge in information previously siahat4 is a

staitement of organisation no ]later than 10 days aftet Rb g.

34. Puement to 11 C.Pf.l. 5 102.5(a), eah

V Whor~ t 'ogre bd~eohna for o .eee, L hvt /I

poelitia om v epadtut knwngd tel12u Lol ono US

V. 4 1.e)(2)(s) tsd th1. oe onenghhtg e bawinoa v2ng3 ied



a, *3 iis0 e hrouh h kn 4Wen I. i

Inads excessiVe contribtitons to tIljander for Congress;

" Ihi~rschensohn for u.s. Senate; Linda Chewi: U.S. Senate;f mad

Jim sansen for Congress# in thel name of other poltical

ciittees in knowing and wilul violation of 2 U.S.C.

IS 441a(a)(2)(A) and 441f. uespoodents, through the hain and

, . 0willful conduct of its treasurer willli Jacobs and-iI. f4cr

"iiesitIuion5 in hain and w lIillioeIon ofi
; '*

..-: .i*4)4(b ).. i .:..:.

. Ina knevn ead w:llul wileatioti of 2 U.S.C. S 4-3K41. ...

of li officer Na lair, made an oesive in-kin cotribution

to Iechensobn for U.S. Senate in knowing and villful violation

of 2 U.S.C. S 441a(a)(2)(A).

from FT in the form of advances for rent, salary, and-oter



S 4r4b).
•. ---oio through tho knowing en willgui

~ ti officer iNeal S2lfr knowingly accepted corporate fuuuds from

ts tte depository Rt IDC State, and felled to disclose the
receipt of the contribution in knowing end willful violation of
a U.s.c. Ss 441b(a) end 434(b). Respondents else eccepted
corporete funds from its state depository Rut fPAC Stete and felled
to report the receipt of funds in violation of 2 u.s.c. JJ 44ab(.)
ad 434(b). furthermore, Respondents used corporete fumds fgm

~its s!tt depositoryr in violation of 11 c.i.at. S 1235(a).

7 ,, . . _,.. DaI tD hoghte uyigad IIZ p

eires ofDaird OWlrillam cbs, nlyecoetla , ad
Charwe Wo to m, in th gn *ll f v *ia in of2 ll

therec*p omste st o truthon hn nvng aA viS2 u2 vioauion

of it el.8. or | 434(b . evmlacetdu p



20. Renpgedeas fald to ad its stteaof

otgeaiuation in violation of 2 u.s.c. S 433(c).

11. Respondents failed to itemlue its disbursements in

violation of 2 u.s.c. S 434(b).

vi. 1. Since xarch 1969 and at all times thereafter,

Wleal Ulair ceased to be an officer of respondent RuffPAC.

2. Since January 1966 and at all times theroeftor,

Rilliem imoobs coeed to be an officer of respondoet 8uwt*.

3. sine Wereb 1909, reopoenot RettlAC bee tm Je

lelones noeniaon in the amount of Twenty Four ThouSand Dollars

($34,0@0). pursuant to 2 U.S.C. S 437g(a)(5)(A)0 such penlty to

be paid as follows:

1. Oie initial payment of $l,000 due with the submission

of this signed conciliation agreement a



:! 3. techI etch instllmeo shll ~ .be paid on th lrst doy

... ,'of the month Ln which it become dueg

4. In the event thatl any installment payment is not

received by the Commission by the fifth day of the month Ln which

it becomes due, the Commission may, at its discretion, accelerate

the remaining payments and cause the entire amount to become due

upon tea days written notice to the respondents. Failure by thbe

~Cmtio to accelerate the pelmeats vith regard to any e

so, wftb rell6 .to .fut-re ov.tda imetenllasts.

q • q: @f ... besv.e.d t. i~~ ~

ve~t t*the United Iao tttCr o b~ t~p

IX. This areemeat shall bee effective as of the data tbat

all parties hereto have executed same and the Commission haes

approved the entire agreement.

2. 1apondents shall have no more than 30 days from the dat

this agreement becomes effective to comply with and implement the

req1uirement contained in this agreement and to so notify the

Commission.



I. this vtitta V~UWat Whell b

'*6a WE. C@SUIf~IOU:
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V

MSSION ! i o

treasu.er Free theEagle..an

Buff PAC Sate Tanduarn. yl8 3.

Lyles, as treasurer

i!.. is nov public. Plea a *!U t
e , tainod in the coseiliati~is I

a are still in effect. '

i at be pl aded n te

" " - .... s pleae contalct me at (20:3

36/nathan A. 5~ernste
Assistant General C . 4L
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Neal-5 Blair..; 0ii  !

American He itage Cetr

~~Nar NB. Bidi:

sheuldtak, te.s t eurr

t# no public. I aidltlm , tlnhq

4 t~m 81&g pl~bW4 on the rublic roroz4 thta
materiel. tsr o th _p. l reod leasen d o e s a

aset reotp In8 yos . al~ tm.i _terials. any peal otl



S - , ;i

*e" *) @ *4 e u a the ,ii '

It - be a~ q~eetimhs please contact a. at: (2@3)

Jonathan A. Derusteiln
AsSistant General Coe

~* ~l*ce the file:

-1-.

* .;>

~& .~



~.tM . ",,t.e:.

UL.t* . cletsta t....n .e is v '

'~~'~~* ~~ p rwi :i at 2 USC.I43f1)~
SSDO liScaL8crt A

Assan Gee ralousel
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I

itteet, w.w.
. 2W3S

lt Nr. Duffy:

wg,4, .• . ..s

33: NU 2191
Herschensohn for U.S. Senate
and Dr. Fred Salitzer, as
treasurer

clel~nts that this metter is nov
F. sions at 2 U.S.C. S 4374sf)!:1

met ha pla
*ccur at ~

M* to ~

,wi;l,

4M~t$ tbe~
r~i a~w~q
p3 u.s.c. 9~4
~eetps toe
iVItoin.

+:i++ + +. '7+ +,

athanA. Srastain
Assistant General Cosiusol

: : i : : ! i ! +

O



i..I;oz 2i

rodi, Wiscousia 53SSS-S4699

33 UU 2 191

Dar Fatbsc IFlora:

T hIs ia to advis, you that this mttr is sow close. lbs

co"idsta at l! .tI ... 3g~~U ...... r

awvsd * i*t i~t

ietsat 4eee41Nt I~sme.

............. ... .- ~: ., . . ,,..
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W~e*.t
Eth

R~)e~gh. Neth ~auM.a 2709

ECI@1

RE: NUlR 2191
Students for America
Students for America PAC

+usa Mr. _--_-... ..-:

',- +s this metter is nowc@e 1lli th.C.S 437g(a)(12) no 1 't

... .. ++ .+ ,++.OR , t i+ + +.+
+ • " t... = ++'++:10 * ..

t.t~ Re

ft &S ... +:+

~. ouplimc* wit

3+fl ! , .. _ .. .... l contact me at (202 )

Jhbtban A. S rnsteinAssistant General Counsel

... ... .i i i • ./, .:
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lr t.' Subr.i~k
fl123

flit NU 2191

Iet Kr. " s:

*e mo4tflod

3~ *.

W*ah t*
pubM~ %~t4g

~L~I~Se.sIw.Imbe
I the public ro~ ~hSu tbsp wre



, ,,.'<',

on athan A. 3.rnstein
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FEDERAL ELECTION C ,.. ..... ,SON

624 South Clernates Drive .
West Jordan, Utah 64084

33: MM 2191

Dear Krt. Newton:

This is to advise you that this matter is now closed. The
confidentiality provisions at 2 U.S.C. S 437g(a)(12) no longer
apply and this matter is nov pulic.

Although the complete file musit be placed On the public
record within 30 days, this could occur at aytime folwl
certification of the Coissions8 vote. If a y wins to ubiltiiany

factul or lega~l materials toawq~e on th pble r~rd
domso as sOOn as possible. Whl te£i

public r cd efrereeit o ed1U) 14

p. 1 .......on vi b ue e h , Vee
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This report relates to civil penalty payments b b
o Political Action Colnittee (ORUFPAC') and ree the to i

C) MX 2191. The Comisision closed the entire file in the sotter

on December 9, 1993. on July 23, 1993, the Commissionba

executed a conciliation agrement with RUFYPAC and Its

treasurer, Tammy J. Lyles, as well as Free the Iagl*,

(collectively lrespondents*). The agreements cone,004k~oving

and willful violations of 2 U.S.C. 55 434(b), 441&a- t.tf#)
C3 441b(a)t and 441f, among other violations, The 3 P

agreement provided for a civil penalty of $24t,0Oo te tog"

of the agreement were for one Initial payment of $14,00W'A

upo submission of the signed conciliation agreemN~toad

beginning the first day of the month following the date of

execution, twenty-three consecutive monthly installfet

payments of $1,000 each. The agreement provided that In the

event that any installment payment was not received by the

Cinisesiem by the fifth of the month In which It beom edkue,

the Commission could, at its discretion, accelerate the



akttaced to theintlmtpamts Scaeofrgbdt'

non-compliafce with the executed conciliation agro~lS*, this

Office r9eomemds thesCommission accelesrate the tComes~g

payments and file a civil suit for relief in the U.S8_0liStrh'jt

Court for the District of Columbia should RUFIFPI*C and _Ipee the

C:) zagle not comply.
1

0it, DI MWS

on July 26, 1993, the executed conciliation agreements

0 (Attachment 1) were mailed to the respondents but vtsretutned

to the Commission undelivered. The agreements were retleI d

and received by the respondents on August 10, 19930

On September 17, 1993, counsel for respondents
0

acknowledged receipt of the conciliation agreemats (AtachaDt

o.2). Rtespondents' first civil penalty payments wet*e ..e L

August lot (~. the first day of the month following t"e July

23, 1994 execution date), but counsel requested this Office to

conclude that the initial payments were due to the Commission

on September lot because of the delay in receipt of the

1. On July 23, 1994, the Commission had also executed a
conciliation agreement with Rufflac State and TaM~y Jo Lyles
as treasurer. This report does not address this agreement
because Rkufac tatie has made all the required payments
($3400 sreiad over seven months) to the CommiSSion.*



ffl& $tr to t "se b* the ~t. dgo onthe V %74Wt

ltte. Counsel for row deto rCoa*isod the need fot
tItmey payments and promised to communicate In the vent

Payments would be delayed, see Attachment 2. On Soptoaber 22,

1993# this office responded to counsoes letter, notifying

counsel that this Office would not seek suit authoci.tion at
this time, but we fully extpected that all future pyet ol

C) be paid on time. See Attachment 3.

-40 The Commission received the first Payment On September 24,
ql 1993. The second payment for RUUFAC was made in tw o

0K installments, the first on October 22, and the second on

October 29th. On November 19, 1993, counsel for reto ets

personally hand delivered partial payment for the month of

November for RUFFPAC and Free the Nagle to our office. The

balance was received on November 24, 1993. A full schedule of

01. RUFrPAC's and Free the xagle'S payments is included at

Attachment 4. Counsel stated that he expected the Commission

to receive full payment for the month of December no later than

December 15th, and promised that starting January 3rd, the

organisations would make timely full installment payments for

the duration of the payment periods. This Office advised

counsel that we relied upon his representation about timely

payments in the new year to Justify not recommending that the

Commission accelerate the penalty payments under the terms of



ad" y.s ad the payment shortly due for thin meath t A#ly

194 no ]later than the close of busias oS July So 1"l4

(Attachasat S5). A payment of $1,000 was received 0o tly 13,

1IM, with no response to our letter. Subsequent lata poamets

uere received f rom arUFFAC and ree* the Single in Auot and

C> September (as of this date, RUFPAC has submitted an Octobe r

-4D payment but Free the Bogle has not). in summary# attemts to

lomwork with the respondents have been usccesu nslctn

compliance with the conciliation agreementa; in fact*:, al

payments have been late and untimely per the exectta*d

conciliation agrements, and RUFFAC payments are* 'till

C) outstanding from April and May of this year.

This Office has reviewed the Reports of Receits a 04

Disbursements for the first and second quarters of 194 for

IUFPAC, which indicates that the Coittee has substantial

cash flow for contributions to federal candidates and

independent expenditures.2 Thus, respondentsO violation of the

2. first quarter receipts totaled $65,948.95 and disbursements
totaled $64,725.46. Disbursements included a contribution to a
federal candidate and independent expenditures totaling
$7,506G.54. Second quarter receipts totaled $42*427.22 and
disbursements totaled $39,609.78. Disbursements included
independent expenditures totaling $3,244.75. According to the
public record as of October 25th, the October Quarterly Report
had not yet been received.



-

"IoMotity the reto wb60nts that the entire reat"t*y amounts

are*dee within 10 dakys. and aUthori8e this Ottst o e tilea

civil suit tor violation of the conciliation agreements should

res8POdents not fully comply.

1.- AcMceate the remaining paymets* due under9 the
conciliation awreements with RUFFPAC and tree the .S461.0and

o reqIre paymenIt of the delinquent amounts and the 6coeletated
amounts within ten days of written notice to the reuspondents.

2. Authorize the Off ice of the General Counsel -to flile a
civil suit for relief in United states District court against

0.RUFrFAC and Tay J. Lyles, as treasurer, and Frcee the lagle if
these respondents do not pay the full civil penalty pyrovided

tn for In their conciliation agreements within ten 64#8 of written
notice.

3. Send the appropriate letter.

General Counsel

Attachments
1. Conciliation Agreements
2. Letteor from Respondents dated September 17, 1993
3. Letter to Respondents dated September 22t IM9
4. Schedule of ]Payments by RUFFPAC and Free the Nagle
5. Letter to Respondents dated June 27, 1994

Staff Assigned: Jonathan Bernstein
Deborah RICO
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FRO~t Office of General Counsl@~
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SUSJ3C~sMUR 2191 -General Counsel I's ut
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CUTflFR CAION

1, Marjorie W. 3mmons, recording secretary for the

0 Frederal Stlectioa-Comission executive session on

C3 November 1, 1994, do hereby certify that the Comission

No decided by a vote of 5-0 to take the following actions

in MKM 2191:

1. Accelerate the remaining payments e
under the conciliation agreements with
RUFFVAC mad Free the gagl e and require
Payment of the delinquent amounts and,
the accelerated amounts within ten days

C) of written notice to the respondns

2. Authorize the Office of the general
Counsel to file a civil suit for relief
in United States District Court against
RUFFFPAC and Yammy J. Lyles, as treasurer.
and Free the lagle if these respondents
do not pay the full civil penalty
provided for in their conciliation
agreements within ten days of written
notice.

(continued)



3. Send the apop late letter asrc
in the General Counsels October 26. 0
report.

Comissioners Aikens* liott, McDonald, Ucarry,

and Thomas voted affirmatively for the decision;

Co issioner Potter was not present and did not vote

in this matter.

Attest:

/
4*cry of tw

II'v/ .0 gAl
Da-t4- -



FIDUAL ELECTION:COMMISMiN
'77"A

Jay . Les*
Rut fIAC and ree the lagl*
4Pennsylvania Avenue, 53.8

suit, 402
Washington, D.C. 20003

ne: Rmm 2191
CO Iluf f Political Action Committee

(ORuf fACO) and ?ay Lyles,
Co as treasurer

Free the Bagle

Dear Ms. Lyle$:

0. on June 24* 1993. you signed two conciliation agreements,
as the treasurer of RuffPAC and as managing director of Free the

to agle, and the Commission later accepted tbese agreements in
settlement of knowing and willful violations of 2 u.S.c.
15 434(b), 441a(a)(2)(A)l 441b(a)t and 441fo among other
violations. The Ruff PAC agreement provided, for a civil penalty
of $24,000# and after an Initial paymet *.0 with the

o signed agreement, provided for twenty--three consecutive monthly
installment payments of $1,000 each. The agreesent provided
that if the Commission did not receive any pyment- by the fifth
of the month in which it became due, the *~sion could, at
its discretion, accelerate the remaining payments and cause the
entire amount to become due upon ton days written notice to the
respondents. The conciliation agreement with Frree the Etagle
provided for a penalty of $18,000, with $750 installments
structured in the same way as the RuffPAC agreement, and
identical conditions attached to the installment payments.

Because of your non-compliance with the executed
conciliation agreements, this office wrote Mr. ?earson first on
September 22, 1993. met with Mr. Pearson on November 19, 1993g
and wrote you on June 27g 1994 attempting to solicit timely
penalty payments as required by the agreements. Notwithstanding
these attempts, all payments have been late and untimely per the
executed conciliation agreements, and RuffAC payments are still
outstanding from April and May of this year.

As a consequence, this is formal notice under I VII.4 of
each agreement that on November 1, 1994, the Federal Electlon



bthfutll civil pnaty prowld t otrIniiilvi ~ io
egresots ithn tt~d..ysOf vrittui f6000C

Shou]ld you wish to Vesolve this s Itter beE? t Wi.Of fice
fils its civil suit fog violationl of tho "'coettto
atreemets, the COMissiom requires the 1pagmit 19* t"b
outstandiag amot du*"odr. the *agrewmats (U #11#'1 f0Lfrom
RuffPAC antd $60750 f roe fte"tbe "910) by ~~ b~eson
November 14, 194. If You should have anY qetW-9-If 14
contact Jonathan fteftsteta or Deborah Rice at 04#2) 211*3#90

C)immediately upon your receipt Of this letter.o

sincer

U) rawr.e* K..EMUD*

a cc: K. Randall Pearson
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Hou"Wrd~ I~ Chaiman
TarMY.i. Lyles, Presiden

Noveme 9, 1994

Mr. Lawrence M. Noble
General Counsel
Federal Election Cmiso
999 E Street, NW
Washington, D.C. 20663

UovI'I taE'N

RE: VIM 2191

Dear I. Noble:

Thisi~ 1~mb is by~ *w 0 w ww

RuEPAC and VIM =Ahsd* bai fteCu I ' n

It would he Amg~id dM1- i
a Civil suit 9Wilto fth s ~ 3t~y
finania dPiia No paM&0 r 1 1,t

Nror to entarig int 4" mltlm~ebt i 9S i ~ws

Jonathan feteit th F.LCM we v ermy am ikd t he AWllamals. h
orgniatins Uforunlel, hesitatonhas not changed In fiet~ "r financial

have nmn.

This has caused the payments speified in coclaiofpeets to be tuntimey, aid in the
case of RuBPAc, two schedule payments were maissed alo ahr

Upon receiving your correpondence, I immediately contacted Mr. Bernstein to discus our
situation and inquired about our options to settle this matrwithout the CMmso fiin
suit. During our discussion, I learned that after viewing our quartesly reports thommsso
concluded that RuHjPAC lookted financiafly sound and sunnised that we were purposely
delaying payments and not taking the matter seriously. I do not understand how the
Commission can come to this conclusion. On the contrary, this matter is of utmost concern to

Six Hundred Sbrry-Six Pennsyivania Ave-, S.EJ
Suite 301
Washington, D.C 2000)3

Mh (2M) 546-OOM2
FAX (202) 546-009

[DEOIJPEP

Lfl



K lePp 2

tmd quite possibly han played a major role in our current demise.

Our lack of timely payments to the Commission does not reflect a flippant attiud toward the
seteeL Instead, it exemplifies the critical financial position of the copoatos.

I haue made every cut possible to bring these organizations to a financial stable condition.

In October 1993, 1 reduced our rent exFPendiue and payroll by 50%. In January of 1994,!1
caneledcontractual areemnt with all vendors which handled services for us out of house

(i, Mal Shps Computer Services, Phinters and Dfrect Mail lFundraisers). Sice then all of
these services have been perfonned by our staff. These cuts were stil not enough. Thai in
Apri of 1994,! reduced our exenitre again by cutting more staff and overhead costs. By
Jul d thi year, I wm the sole rmingstaff for RuEfPAC and FFE is dow to one staff
member. Additionall, RuUPAC owes me personally $16,O00O0 in beck pay mid IE has
not paid my consultin fee since April of this year. There is nothing left for me to =L

1my of the iteaised epdiures on RuEPAC's Scmhde B reports reflect: small paymtat
to vaidus who have besowed mosey for yeam. These vendors ohme threaten court actio
am i ng no to collecion afor our lack of payment. It has been a struggl to keep oures
so of bkuty

lime listed on Schede E are indpendent eeniures, but these
dimmuaamtsalso refleodthe cost associated with raising funds. Sinc we rcveall of ofr
fudh hm citisma nationMWie it is impaivM*We that we spend soeportion of our receipts

for the purpos that they were raie& Otherwise, no one would contribute to us at all! These
typ otc ciumstance arwe hard to. reflect on -a report

I have made every besteffort to pay the Commission according to our conciiaton apuw n
md deeply rere that, I have not been successful.

The Copmmission has mistakenly interpreted our actions as inmeponsible when in fact what
they reflect are two organizations that are one step away fr-om financial ruin.

I respectfully request that the commission reconsider its recommendation of filing a civil suit
against RuffPAC and FFE. We are trying our very best to comply with the conciliation
agreement.



I1 bos encdoed fl' amibly ' lowm~a ha -&A I suspsaWalC
12My gim.O gxr each nmth (P1$ftQM aM *S miwed 4Fmm -0ka 1a.

loos tlooraL I have enclosed a &o.& in thue wmt md wil soait yewr declim

I mid welcme the --p-tuniy Wexplan mar finance =*or .itaaatm in more de"a f the
Cuiab~mawould so desire.

Pkefid enclosed anaysis.1FWE' ad RWACsuuling Eos tha mkb h
hewpfl Win mar reyteaL

TauW J.Lye

RUFFAC OIFZ l2W?
FU RDRAISNMM AES(~ ~

wc L Im&da Nesum

3



FEMRAtN.IU&CT -C34b*

November 2,t 1994

BY HMOD DRLIVERY

Tammy 3. Lyles
Rut ?ac *ad free the Bogle
666 Ponwneylvania Avenuf 5.39.
suit 402
Washington, D.C. 20003

Dear Ms. Lylest

On June 24, Aw99
as the tr*ae#UVer ofLR
Eagle, 0" the too$ t *
settloment of knoviso
IS 434(b),1 442&(,*) 4 AT At#violatioul#. fhe RftaC
of $24,8", and afteir A'' *~ 1~t$10
signed 04gteemeat, prOVovde 'tot lat3" t o 0041441
I ostalluet payments of $',*Leo.I
that If£ the* Commi**siondid ot 001*v, f. t
of the inoatb In which It-be 0;4"# the. #
its discretion, acc.)er*,t#,t4,-W 10.#~q ~ I 4W 0400 t

entire ~ ~ ~ on 10in to beae*.lp * 4ew t*o tb*e fto erespondents. The conciliatin tmt vith rete al
provided for a penalty of $18,400, with $150 installments
structured in the sane way as the RutfPAC agreement, and
identical conditions attached to the installment payments.

Because of your non-compliance with the executed
conciliation agreements, this Office vrote Mr. Pearson first. on
September 22, 1993, met with for. Pearson on November 19, 1993p
and wrote you on June 27, 1994 attempting to solicit timely
penalty payments as required by the agreements. Notwithstanding
these attempts, all payments have been late and untimely per the
executed conciliation agreements, and RutffAC payments are still
outstanding from April and May of this year.

AS a consequence, this is formal notice under I V11.4 of
each agreement that on November 1, 1994, the federal Election



-J. Lyle*
*2

Commission accelerated the remainial penalty payments due vad*r
the conciliation agreements with au tPAC ad VSafty Lyle., as
treasurer, and Free the Magic and required payment of the
delinquent amount& and th. accelerated *mounts within ton days
of this written notice. The Commission then authorised-the
office of the General Counsel to file a civil suit for relief In
United States District Court against RuffWAC and you, as
treasurer, and Free the Maglo If these respondents do not pay
the full civil penalty provided for in their conciliation
agreements within ten days of written notice.

should yo is o rsove this pottos before this Office
files its civil suits forviolation of the conciliation
agreements, the Commission requires the payment of the
outstanding amounts due under the agreewmts ( j $11000 from

RutU&Cand$6,750 from free the Sagle) by close of busine.. on
Noyimbor 14, 1994. if you should have any questions, jplZft
contact Jonathan Bernstein or Deborah Rice at (202) 29400
immditely upon your receipt of this letter.

Since;

Lawrence M. noble
General counsel

CC: 9. Randall Pearson
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