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A~ Deomber 10, 1986
~ ~

action Committee

3&s~ ~

~E: MUR 2295
Drummond Co., Inc. Political
Action Committee and Philip
Levis, as treasurer

Dear Mr * Levist

On Deceubat 2, I9SG, the Federal Election Commission
determined t~at~ tbe~,. is reason to believe the Drummond Co., Inc.
Political &Cti@Et 0s~ittee and you, as treasurer, violated
11 C.?.!. S 102.5(a)(l)(i), a provision of the Commission's
regulations. Ike Oininral Counsel's factual and legal analysis,
vbicb formed a basis for the Commission's finding, is attached
for your information.

Hovever, after considering the circumstances of this matter,
the COmmission has determined to take no further action and close
its file.

The file in this matter will be made part of the public
record within 30 days. Should you wish to submit any materials
to appear on the public record, please do so within 10 days.

The Commission reminds you that a transfer of funds from
your organization's state account to its federal account
nevertheless appears to be a violation of 11 C.F.R.
S 102.5(a)(l)(i). You should take immediate steps to insure that
this activity does not occur in the future.

If you have any questions, please contact Charles Snyder,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Joan D. Aikens
Chairman

Enclosure
General Counsel's Factual and Legal Analysis
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Pbili~ Lewis, ~.q~ut*r
Drumm 0*. Z, #@1iti~eal Action CommitteeP. O~ ~Qx l54*~
Jasp.t1 1hZ. )S5#2

RE: MUR 2295
Drummond Co., Inc. Political

Action Committee and Philip
Levis, as treasurer

Dear 14r. Levis:

On December 2, 1986, the Federal Election Commissiondetermined t~t ther. is reason to believe the Drummond Co., Inc.Political Aot~$~oa ~mtttee and you, as treasurer, violated11 C.N.R. S *~~2.S(a)(l)(i), a provision of the Commission'sregulations. The General Counsel's factual and legal analysis,0 which formed a bsis for the Commission's finding, is attachedfor your inforastion.

However, after considering the circumstances of this matter,the Commission has determined to take no further action and closeits file.
C

The file in this matter will be made part of the publicrecord within 30 days. Should you wish to submit any materialsto appear on the public record, please do so within 10 days.
The Commission reminds you that a transfer of funds fromI' your organization's state account to its federal accountnevertheless appears to be a violation of 11 C.F.R.S l02.5(a)(l)(i). You should take immediate steps to insure thatthis activity does not occur in the future.
If you have any questions, please contact Charles Snyder,

the attorney assigned to this matter, at (202) 376-8200.
Sincerely,

Joan D. Aikens ,ry~
Chairman

Enclosure
General Counsel's Factual and Legal Analysis
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Snyder (202) 376-8200

RESPONDENT: Drugd Co., Ins. Political Autios Cinitte
and Philip Lewis as treasurer

suinaar or au.mayxoins
The Reports Analysis Division ("RAD") referred this Matter

to the Office of General Counsel on the grounds that the Drummond
Company, Inc. Political Action Committee (DPAC') reported

receiving a $19,139.10 transfer of funds from its non-federal

account, Management for Better Government Political Action

0 Committee ('MBGPAC").

Effective December 31, 1985, the Alabama By-Products

Corporation ('AB) merged with the Drummond Company (DCo").

Previously, AB had established a separate segregated fund

(ABPAC) for financing political activity in connection with

federal elections. For its part, DCo had also established a

political fund, MBGPAC, for the purpose of financing activity in
connection with state elections within Alabama only. When the

merger of the two companies occurred, MBGPAC was discontinued,

while AEPAC survived, renamed DPAC. All MBGPAC funds, some

$19,139.10, were transferred to DPAC on January 1, 1986.

According to William B. Long, General Counsel of DCo, all funds

held by MBGPAC as of December 31, 1985, "pursuant to the terms of
the merger have been earmarked and shall only be contributed in

State elections within the State of Alabama."
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Between February 24, 1986 and June 20, 1966, DPAC disbursed

$19,850 to candidates for various Alabama state offices,
apparently disposing thereby of all funds received from I4BGPAC.
These contributions vere documented by the respondent at BAD's
request. BAD also requested from DPAC reports filed by MBGPAC

disclosing to Alabama election officials the source of its funds,

but this information has not yet been supplied.

FACTUAL BASIS AND LEGAL AEALYSIS

Once AB and DCo merged on December 31, 1985, the two PAC's,

MBGPAC and DPAC (formerly ABPAC), constituted funds maintained by

the same organization, the former for financing activity in

connection with state political activity, the latter in

connection with federal political activity. Under the

Commission's regulations, the organization could either have

established a separate federal account which could only accept

funds subject to all the prohibitions and limitations of the

Federal Election Campaign Act (the "Act), 11 C.F.R.

S 102.5(a) (1) (i), or "a political committee which shall 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)(l)(ii). On December 31, 1985, when the merger took

place and both DPAC and MBGPAC were in existence, the

organization had in effect chosen the first option by maintaining

separate accounts for federal and state political activity. The
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R~tORE THE FEDEML ~~iat

Zn t.h# Matter of )

b~kkdr co., x~c~ political ) ~ a.fetz~1 ~ ~f~/

ActiOn OOfit~t.~
~~3P IViS, a. treasurer )

CERTIFICAUOU

I, Marjorie V. Enunons, recording secretary for the

Federal Election Couniss ion executive s*ssian of December 2,

1986, do hereby certify that the CoiissiOfl decided by a

vote of 6-0 to take the following actions with respect to

RAD Referral 86L-21:

1. Open a Matter Under Review.

2. Find reason to believe that the Drumond Co.,

Inc. political Action Committee and Philip
Lewis, as treasurer, violated 11 COFUR.

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

3. Close the file.

4. Direct the Office of General Counsel to send
an appropriate letter and an amended Legal
and Factual Analysis.

Commissioners AikenS, Elliott, Josef iak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date Marjorie W. Emmons
Secretary of the Commission
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fOllowing day, KBGPAC funds were placed int~0 0~AC5 account.

This transfer, therefore, violated the r.q@t~~4~t of tbe

rejulation that states:

only funds subject to the prob4bit~g~s
and limitations of the Act shIl b*
deposited in such federal acootir.~.
No transfer may be made to suob te4tal
account from any other account(s)
maintained by such organization for tbe
purpose of financing activity in
connection with non-federal elections.

11 C.F.R. S 102.5(a) (1) (i).

In summary, it appears that respondents violated 11 C.F.R.

S 102.5(a) (1) (i) by accepting a transfer from an account

maintained by the same organization for use in connection with

non-federal elections.



FEQERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

CHARLES N. STEELE

GENERAL COUNSEL

FROM: MARJORIE V. EIIMOMS4'CHURYL A * FLEMING (3~
DATE: NOVEMBER 24, 1986

SUS7ECTI OBJECTION TO RAD REF. 86L-21:
FIRST GENERAL COUNSEL' S REPORT
SIGNED NOVEMBER 20, 1986

The above-captioned document was circulated to the

Commission on Friday, Noveuber 21, 1986 at 2:00 P.M.

Objections have been received from the Coumuissioners

as indicated by the name(s) checked:

Commissioner Aikens ___________________

Commissioner Elliott X

Commissioner Josef iak ___________________

Commissioner McDonald ___________________

Commissioner McGarry ___________________

Commissioner Thomas ____________________

This matter will be placed on the Executive Session

agenda for Tuesday, December 2, 1986.
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Office of the Cmission tp

Office of General Counsel

November 21, 1986

RAD Referral 86L-21 ?±wst General Counsel' a Report

The attached is submitted as an Agenda document

for the Coission Meeting of _____________________

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

rx
[xl
[1

[1
[1
[1

[1
[1
[1

Other

DISTRIDUTIQE

Compliance

Audit Matters

Litigation

Closed MUR Letters

Status Sheets

Advisory Opinions

Other (see distribution
below)

rxj

[I

[I

[1

[1
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500350V*PR: xEwua3&~.Lt ~
R3BPOUI3~'S lAMB: Drummond Co., ma.

andPhi1ipLevL*~.
R3LEVAE~ ~~flE: 2 U.S.C. SS 441a~f)~r43b(~), 11 CtV.*.

S 102.5(a)

INTERNAL PZPQRTS CHECKED: Respondent 'a ~srt

FEDERAL AGNECIES CHECKED: None
0

GA~R W 11R
The Reports Analysis Division ('Me) rofarred this Matter

to the Office of General Counsel on the grooMs that the Dromelond

Company, Inc. Political Action Committee (DPPC') reported

receiving a $19,139.10 transfer of funds from its non-federal
C

account, Management for Better Government Political Action
~qrn

Committee (MBGPAC).e
SKNUI&RY OF ALLUQATICES

Effective December 31, 1985, the Alabama By-Products

Corporation (AB) merged with the Drummond Company (DCo).

Previously, AB had established a separate segregated fund

(ABPAC) for financing political activity in connection with

federal elections. For its part, DCo had also established a

political fund, ?4BGPAC, for the purpose of financing activity in

connection with state elections within Alabama only. When the

merger of the two companies occurred, MBGPAC was discontinued,

while ABPAC survived, renamed DPAC. All MDGPAC funds, some
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$19,139.10, wee t*aasf.rred to OPAC oa January 1, U~#.
Acoordi ng to WiIUsm t. Lon9, 4aeu.r.1 ~ 4t ~ all ttatg0s
held by MIOPAC of ~cembe: 31, 1935, pureuaut to the terms of
the merger have bean *armarked and shall only ha ontributed in
State elections within the State of Alabama.' (Attobment pg.
1). Between February 24, 1986 and June 20, 1934, bPW disbursed
$19,850 to candidates for various Alabama state offices,

apparently disposing thereby of all funds received from NDGPAC.

These contributio,,s were documented by the respondent at RAD's

request. MD also requested from DPAC reports filed by NBGPAC

disclosing to Alabama election officials the source of its funds,

but this infarmation has not yet been supplied.

FACTUAL AND LUGAL ANALYSIS
Once AB and DCo merged on December 31, 1985, the two MC's,

MBGPAC and DPAC (formerly ABPAC), constituted accounts maintained by

the same organization, the former for financing activity in

connection with state political activity, the latter in

connection with federal political activity. Under the
Commission's regulations, the organization could either have

established a separate federal account which could only accept

funds subject to all the prohibitions and limitations of the

Federal Election Campaign Act (the Act), 11 C.F.R.

S 102.5(a) (1) (i), or a political committee which shall receive
only contributions subject to the prohibitions and limitations of
the Act, regardless of whether such contributions are for use in
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o*t~ne*tion with f0sral or non-~*4er#I *l.1@nb. U
* l*2.5(a$(l)(ii~. On D ~ i~~o ~b~p merq~W~
place and both DPA~ and EROPAC were in ezi * the

organization bad in effect ohoata the first opU~ti by a&iataining

separate accounts for federal ~d state political activity. ~he
following day, NRGPAC funds were placed into DPAC'5 account.
This transfer, therefore, violated the requirement of the

regulation that states:

only funds subject to the prohibitions
and limitations of the Act shall be
deposited in such federal account....
No trai~sfers may be made to such federal
account from any other account(s)
maintained by such organization for the
purpose of financing activity in
connection with non-federal elections.

11 C.F.R. S 102.5(a) (1) Ci).

The funds ?4BGPAC received, moreover, may have contained

funds prohibited by the Act, in view of the fact that Alabama law

permits most corporations to contribute up to $500 to any

candidate, political committee, or party, and permits unlimited

individual, labor union, and political committee contributions to

candidates and committees. The Act prohibits contributions by

labor unions or by any corporation whatever. 2 U.S.C. S 441b.

Since respondents have not complied with RAD's request that they

document the source of MBGPAC funds, this Office recommends that

the Commission find reason to believe that respondents also

violated 2 U.S.C. S 441b.



1. pen 4~0R%

2. FInd ~ to ~ tI* P~S~S@ CO. Inc.

vioZ*tg~ * U.S.C. S 442b *n~ U ~ ~E 302.5(a)W(i).
3. Approv 4~ SSWI4 ~ a~Rb~ Z~*~ e General COunsel' £

Legal and t~otual MSII#I5.

ftboi4
Date I-

0*4.# E1 Steele

Deputy General Counsel

Attachments
1. Referral
2. General Counsel's Legal and Factual Analysis
3. Proposed letter



TO:

THROUGH:

FROM:

SUBJECT:

This is a referral of the #*tW~igpd 1~p. Political
Action Coemittee (DPAC) (FKA A1abs~ i ftodtaota ~Utical Action
Committee) (DPAC) for receiving a *Z9439.lO tra~s0f*r of funds
from its non-federal 1 Management tot Rettr Government
Political Action Committee. Aoarding to the MO Review and
Referral Procedures for Unauthorixed COmmittees (Standard 5),
this matter requires further examination by your office.

If you have any questions regarding this matter, please
contact Joseph Rawson at 376-2480.

Attachment

FEDERAL ELECTION
WASHINGTON, D.C 2O4~3

CHARLES N. STUULU
GENERAL COUNSUZ.

JCBN C. SURIKIA
STAFF DIRECTOR

jOHN D. GIBSON~~"
ASSISTANT STAFVIPP
REPORTS ANALYSXSI~

REFERRAL OF DRUS~
COIITTEE (DPAC) ~
POLITIC&L ACTIOU ~
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REPORTS ANALYSIS R3FERI~AL
~A*' ~

4~4 10

OFFICE OF GENERAL COUNSEL

DATE

ANALYST: Joseph Rawon

I. COSUIXI'I, Drumond Company Inc. Political Action
Committee (DPAC) (FKA Alabama By-
Products Political Action Comttt.e)
(C00160630)

Philip Levis, Treasurer
(April 4, 1986 - Present)

James Strickland, Treasurer
(January 1, 1986 - April 3, 1966)

Joanie Gable, Treasurer(October 7, 1985-December 31, 1985)
(Alabama By-Products Political Action
Committee)

Tom Johnson, Treasurer
(January 1, 1985 - October 6, 1985)
(Alabama By-Products Political Action

o Committee)
P.O. Box 1549
Jasper, AL 35502-1549

C II. RELEVANT STATUTE: 2 U.S.C. S44la(f)

2 U.S.C. S44lb(a)
11 CFR 102.5(a) (1) (i)

III. BACKG~SD:

Receipt of Funds from a Non-Federal Account

The Drummond Company Inc. Political Action Committee
(DPAC) (lEA Alabama By-Products Political Action Committee)
(DPAC) disclosed receipts totalling $19,139.10 from its
non-federal account, Management for Better Government
Political Action Committee, (MBGPAC) on the 1986 April
Quarterly Report.

On January 21, 1986, the Commission received a letter as
an ameu~ent to the Statement of Organization for the
Alabama By-Products Corporation Political Action Committee
(ABPAC) (Attachment 2). The letter stated that, effective
December 31, 1985, Alabama By-Products Corporation merged
with Drummond Company, Inc. ('Drummond CO.') and ABPAC had
merged vith a non-federal committee of the Drwmond Co.
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U~W ANALYSZ# OSC MFRM~

(GPAC). As a ramul~ t the mezpr, A5PAC's name
nom been oh~% to D~~nd Cam ~nY~ Inc. ?olitical

.' The lett*r ttber indicated that *be
funds from t~~e ncsfederinl c~itte ... have been ear~ar~ed
and shall only be contributed in State elections with~~ the
State of Alabama.'

The tranof er of funds tram IOIAC was noted on DP&C a
1986 April Quarterly Report as having been received on
January 1, 3986 (Attachment 3) * A Request for Additional
Information ("IPAI') was sent to OPAC on June 11, 1986
asking DPAC to clarify whether the transfer was made fros an
account maintained for mon-federal activity and DPAC was
advised that if so, such activity i. prohibited by 11 CIR
102 * 5. It was recOmmended that the full amount of the
transfer should be returned to the son-federal account
(Attachment 4).

Mr. Philip Levis, the treasurer of DPAC, called the
Reports Analysis Division (RAIn) analyst on July 3, 1986 to
discuss the questions raised by the REAl (Attachment 5).
Mr. Levis explained that due to the merger of the tvo
companies, the two political committees were merged. The
R&D analyst advised Mr. Levis that such a transfer from a
non-federal account was prohibited by 11 CER 102.5 and that
all such funds should be transferred-out of the federal
account. Mr. Lewis responded by saying that all of the
funds vhich had been transferred-in from the non-federal
account had already been spent in connection with Alabama
state elections. The R&D analyst asked Mr. Levis to respond
in writing, providing the Commission with a list of all
contributions made to state candidates along with the amount
and date of each contribution. This would help to clarify
the public record by showing that the entire amount of
prohibited funds had indeed gone only to state candidates.

On that same day, a Second Notice was sent to DPAC for
failing to submit a written response (Attachment 6).

On July 7, 1986 a response was received from DPAC
(Attachment 7). The response provided a listing of all
contributions made to State candidates by DPAC. These
contributions were made over a five month period from
February 1986 through June 1986 and amounted to slightly
more than was transferred-in from the non-federal account
($19,850.00). There was no statement, however, regarding
the source or permissibility of the funds which had
originally been in the SGPAC account.
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PSUIWOND COMPANY INC. POrTTICAL
ACTION CWUITTNK (DPi ~ (FKA
ALABAMA 3Y-P~DUCTS PWBLTLCAL
ACTIOW COISITTEE)

UOSTS ANALYSIS OGC REVERRAL
?AG33

On August 4 arid 5, 1986 the MD analyst attempted to
contact Mr * Levis but could not reach him (Attachment *~.
On August 7, 1986 the MD analyst spoke with Mr. Levis and
asked that he provide the Commission with information
regarding the permissibility of the funds transferred f~O.
GPAC. Mr. Levis responded that since SGPAC had b~n

required to file with the State of Alabama, be would sand
the Commission copies of the reports which would disclose
the source of the funds received by IUGPAC.

As of this date, no response has been received from
DPAC.

IV. OTHER PENDING MATTERS INITIATED BY MD:

None.
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Philip 3. Levis.
Drusuond Company. *
Lotion Coinitte*

1.0.' 3ox 1549
lisper. AL 35502*

Identification Wu~t C*203

- Reference: April 0~artetZ~ ~p~t (1/Z/$~4dS1(*6)

Dear Mr. Levis:

C,' This
review of
questions
report(s).

letter
the g
conoei
Anit

-'Schedule A of your rqurt *Ssol.es a receipt of
$19,139.10 from the I~~sst for etter govurament
Political Lcti@s @S~Itte (prtilbeflt portion
attached). Please olarU*7 whether this transfer is
from an account insintaisad b~ your oittee for non-'
Federal activity. If so. be advised that such transfer
is prohibited by 11 Cr3 102.5(a)(l)(i) and the full
amount of the transfer should be returned to the non-'
Federal account. Please inform the Cinission
irndiately in writing and provide a photocopy of your
check for the transfer-out. In aldition, the transfer-'
out should be disclosed on a supporting Schedule S for
Line 27 of your nezt report.

If. however, this transaction represents an 'internal
transfer of funds from one Federal account to another.
and the source(s) of such f~s has been identified in
previous reprts of receipts ~ disbursements, please
note that such transfers should sot be itesised as
doing so inflates total rse$p~ and eash on hand. If
this is the case, please ,~r report acoordingly.

Although the Osemisslon may take further legal action
regard ing the acceptance of funds from a aon-'Federal
account * your prompt transferout *f the funds in
question, or clarification of the transaction, will be
taken into osesideration.
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Slacegely.

Joseph Raveem
Rports Amlft
Reports Aaa1y~5 Olvislon
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IELECON Attactmm'at 5

ANALYST: Jouqt ~

C@NV[RSATION WITH: Philip Lails, Treasurer
COHN ITTEE: ~WUIKfl1 ~tpany Political. Action C~zvmnittm (COO~~J

SATE: July 3, 1986

5U341C1( 5): i~c~ipt of Fwids frau a Non-F~dera1 ~~mt

Pt. Lads contacted U ~ssicn to discuss tim Rm~3at ~r)~Miti~nal Infoniaticn ~tiid~ he kisS recaivsl. Re u~3aizmithof Alebsan By-Products Q~cporatiai with ~wunogd CwIau~y U~ ~r.sulting mer~ of Ikumiud ~ipwiy's non-P~deral 31t(ibn~im~t for Setter Qyuezuit P~) with the Alabuma 3y4zuduo~s
P~.

I advised him that sud~ a transfer of firds fr~ a Z~i~al~amt wa prohibited aid all Urn fizids aluild be truu~ ~ @11n~ used to infli~e ftderal elections. Urn reinPQd~ that allof the fwds whioh wre transferred into the F~ral ec~t ~already beu~ q~.nt in connec~ticm with Alabata State electSA2s. Ithat audi a tranafor wa still bt that beadvised him Iaperzaissiblewu1~5 clarify the netter by req~ding to the Qnvmnissicn In witingby serding a list of all contributions xiade to State candidates wll asthe ~mt aid date of each ~itribution.



%4

FEDERMCLtCTI~S~ ~
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Philip U. Levis,'?reamatet
Druinnd Company, Za. Fe~it*~l
Action Comittee ~?&C)

P.O.~ lox 1549
Jasper, AL 355@2-1S4~

Identification W~et# W0~000

Reference: April Quartetly bptt (3/1/U-3/31/S6)

Dear Kr. Levis:

This letter is to ia~*rS tht sof July 1, 3966, the
0 Commission has sot ~ceiv41 ropoeee to out request for

additional infotasti.., ~ 733. Ibat notice
requested information .eews*LI t *43 p.bli~ Eiecl@~t@ of your
Federal election financial activity ned to ensure compliance vith
provisions of the Federal 3lction Campaign Act (the Act). A
copy of our original request is enclosed.

If no response is received vithin fifteen (15) days from the

date of this notice, the Cission may choose to initiate audit
or legal enforcement action.

Ctm

If you should have any questions related to this matter,
N please contact Joseph Ravson on our toll-free number (800) 424-

9530 or our local number (202) 376-2480.

Sincerely,

hn D. Gibson
sistant Staff Director
ports Analysis Division

Unclosure
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550.00

LT. ~vsem~.

State Mamma 01 Sep.

Public buy. Cs...

JIlL.. .~mina.mmmCS13IIS~gqppwmii~mu.

WIa. Sill 3.i.~

Dtrminghm, AL

3/W01 John Teagtme ~
I Cliff lead
~h1 ldersburg, AL

6/03/U Carl UFakef islE C~W~p'
Souls
Carbon Hill, .

3/IB/S levy Auth,. ~
Nt. 4 So. 303-A
Hartoelle, AL U

3/11/U Charles Sishop Campaign
Pt. 5 So. 13M
Jasper, AL 301

4/03/U Dobby Crows Campaign
P.O. Sea. 3107
Jasper, AL 35501

'/ii'M Don Suegleman Campaign
P.O. Sos. 230147
Morstgomury, AL 311130147

~ uSE. Fou James Campaign
P.C. Scams 16,17
-' ~' S.c.re.. AL 36542

CL
Cmpaav.

."': Cer.ter Point Seed
Sarmanghau, AL 3k15

Each Manly Campaign
P.O. Drawur U
Demosc.l .s. AL 30731

Gdl5/S~ So Lee Campaign
P.O. Sc 94.
Carbc.v. wall. As. 355,5

p.C. lS £01~

~ Ot Cn..les Mart&n Ceeagu.
P.f~. 5~. &53B
Lee *t 9aW. AL

Secretary of State

State Senate

State Sevate

State Huse of Poe.

State Senate

500.00

1,000.00

aooo.oo

500.00

1,500.00

1,000.00

1,000.00

1, 0w.. ~e4

500.00

a. coc.. (Ii.

Public Set.. Corn.

State le~*e

State Senate

Oh

4,



SIIIM

0/17/Se

06/1 S/BE
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h1muLut~

Ty Coe
P.O. Sea
Jasper, AL

John Nbd1w~ ~IISS4~
P.O. Sea I~~7
Jaspr, AL 3*
T omuy Combs
P.O. S.. ~
Jspr, AL 3II~
John Teegqas
Chi Roed~

ldersb.wg, AL ISk4
tommy Combs Campus
P.O. 3am. 30
Jasper, AL 33

Jasper, AL 25501

Tommy Combs Campe~gn
P.O. Sos. 30
Jasper, AL 35501

*i5trA~ *~gN

beta Hemsq - Sep.

LT. SevgrflSr

Stat. Hoses f Sep.

State Neuss ef Sep.

State House of Sep.

totals

150.00

8,150.00

1. ~. 00

500.00

1,000.00

1,7Cm.). OC.

hL~QLQQ

I
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TEL! CON

Att~rv~nt

ANALYST: Joe~h ~EUOfl

~ONVIRSATbON WITH: t~' PhiliP Iinis

COMM 1 TTEE: Dr~umaKI Ca!pwiy Ii~ Politimi Action ~tte.

*AT~: h2g~st 7, 1986

5IDSJECT( 5): Permissibility of non-ftd~al Feuds

I ~ld ik. I~eis that tim Coumimion rsuized fiwtiu $D~tSC~
rgarding tim p~vhibitad truisfer in tim 19W ~ri1 0~t~
~ I asked him if km coaM ja~wid tim C~~msiaa ~ ~
~iiid~ might sl~ tim permissibility cL tim fw~ w~ ft~il laP
~Aid'i were in tim x~n-Feieral ~oomt.

bk. lewis replied that tim fw~ ~u uo1iai~ only fi'. UU~tS
CL tim coporation inxl slzm tIm~v ~e rsjuired ~ file ze~ CL
receipts m~I disbmuurats vith tim State of A3~m. he umald d tim
Cission o~igs of time reoocds m~ i~aefu11y ti~ ~l4 ~ the
pe~ssibi1ity of tim fu~3s w~mr 1E~.

0..
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i~m~ ~
u.umu. co'e vacmt. im zasa& aw.uzs

NUR NO.
STAll NUS3R & TEL. NO.
Snyder (202) 376-8200

RESPONDENT: DE~mj ~., Z. ?litLoel Action Committee
ala. Ihilip Lgwle, as trnsurer

- OF WW!0u3

The Reports Analysis Division (RAD) referred this Matter
to the Office of General Counsel on the grounds that the Drummond

Company, Inc. Political Action Committee (DPAC) reported
o receiving a $19,139.10 transfer of funds from its non-federal

account, Management for Better Government Political Action
Ok Committee (MBGPAC').

Effective December 31, 1985, the Alabama By-Products

Corporation (AB) merged with the Drummond Company ("DCo").

e Previously, AB had established a separate segregated fund
("AEPAC") for financing political activity in connection with

federal elections. For its part, DCo had also established a

political fund, MBGPAC, for the purpose of financing activity in
connection with state elections within Alabama only. When the

merger of the two companies occurred, MBGPAC was discontinued,

while ABPAC survived, renamed DPAC. All MBGPAC funds, some

$19,139.10, were transferred to DPAC on January 1, 1986.
According to William B. Long, General Counsel of DCo, all funds

held by MBGPAC as of December 31, 1985, "pursuant to the terms of
the merger have been earmarked and shall only be contributed in

State elections within the State of Alabama."



w

-2-

Between Pebriasry 24, 1964 and June *t~p ~ - 4I4~
'419,850 to candidates tar various Alab.s~

'apparently disposing thereby of all funl<' '

'Ihese contributions were documented by tb~ ~'

request. lAD also requested from DPAC r.p@e~# U2~4 ~y GPAC

disclosing to Alabama election officials tb ee*i~*#t its funds,
but this information has not yet been suWUsd~

PACTUAL BASIS A) L3GAL NSIWZR
Once AS and DCo merged on December 31, 19fl, the two PAC's,

KBGPAC and DPAC (formerly ASPAC), constitut~d~fund. Rtntained by

a the same organization, the former for financing activity in
connection with state political activity, the latter in

connection with federal political activity. Under the

Commission's regulations, the organization could either have

established a separate federal account which could only accept

funds subject Ito all the prohibitions and limitations of the

Federal Election Campaign Act (the "Act"), 11 C.F.R.

S 102.5(a)(l)(j), or "a political committee which shall 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)(l)(ii). On December 31, 1985, when the merger took

place and both DPALC and ?4BGPAC were in existence, the

organization had in effect chosen the first option by maintaining

separate accounts for federal and state political activity. The
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~

~ Uowing day, MIOPAC funds were pUced
transfer, therefore, violated the

$galation that States:

5h4~b.

to the prgS
deposited in such federal acco~nt....
~o transfer may be made to staot~ ~ ~
account from any other account(.)
maintained by such organization for the
purpose of financing activity in
connection with non-federal electio~~.

11 C.F.R. S 102.5(a) (1) (i).

The funds MDGPAC received, moreover, may hev contained

4.'
funds prohibited by the Act, in view of the eaot tht Alabama law
permits most corporations to contribute up to $500 to arty

qqrn

candidate, political committee, or party, and permits unlimited
r')

individual, labor union, and political committee contributions to
~9h

candidates and committees. The Act prohibits contributions by
labor unionsor by any corporation whatever. 2 U.s.c. S 441b.

C Since respondents have not complied with RAD's request that they

document the source of MBGPAC funds, this Office recommends that

the Commission find reason to believe that respondents also

violated 2 U.S.C. S 441b.

In summary, it appears that respondents violated 11 C.F.R.

S 102.5(a) (1) Ci) and 2 U.S.C. S 441b by accepting a transfer from

an account maintained by the same organization for use in

connection with non-federal elections, including funds not

permissible under the Act.
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CQMMISSION
w

A A; ~K

Action Committee

RE: MUR
Drummond Co., Inc. Political
Action Committee and Philip
Levis, as treasurer

A "

~ar 6r. Levis;

, 1986, the Federal Electioj~ Commissionistetltted tlat ~ is reason to believe the Drummond Co., Inc.Politi~aI Aot4onecmmittee and you, as treasurer, violated2 Uj.C. S 442~b, a provision of the Federal Election Campaign Actof 1971. a. (the Act), and 11 C.F.R. S 102.5(a) (1) Ci), aPt~~tston oE tU* Odm~ission's regulations. The General Counsel'sfactual and legal akaalysis, which formed a basis for theCo~ission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate thatno action should be taken against you and the committee. You maysubmit any factual or legal materials which you believe arerelevant to the Commission's consideration of this matter.Please submit any such materials within fifteen days of yourreceipt of this letter. Statements should be submitted underI~. oath.

In the absence of any additional information whichdemonstrates that no further action should be taken against yourcommittee and you, as treasurer, the Commission may find probablecause to believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable causeconciliation, you should so request in writing. See 11 C.F.R.S 111.18(d). Upon receipt of the request, the Office of GeneralCounsel will make recommendations to the Commission eitherproposing an agreement in settlement of the matter orrecOmmending declining that pre-probable cause conciliation bepursued. The Office of General Counsel may recommend that pre-probable conciliation not be entered into at this time so that itmay complete its investigation of the matter.



0 0
Letter to Philip Levis

Further, requests for pro-probable conciliation wAUentertained after briefs on probable cause have been QR4
the respondents.

Requests for extensions of time will riot be routine)granted. ftsquests must be made in writing at least f Lv*prior to the due date of the response and specific good ~must be demonstrated. In addition, the Office of GeneE4 ~Guns.l
is not authorized to give extensions beyond 20 days.

If you intend to be represented by counsel in this a~ktr,please advise the Commission by completing the enclosed *~mstating the name, address and telephone number of such QOife.l,and a statement authorizing such counsel to receive anynotifications and other communications from the Commission.

The investigation nov being conducted will be confi4.nt~.lin accordance with 2 U.S.C. SS 437g(a) (4) '(3) and 437g(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 descriptionof the Commission's procedures for handling possible violationsof the Act. If you have any questions, please contact CharlesSnyder, the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Joan D. Aikens
Chairman

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement
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$WERAL ELECTIC
WASHINGTON. D.C. 20*3

~EARLES N. I
~NUML ~

JOHN C. sua~
StAFF DIR3~

t~a.m D. 6131
ASSISTANT S~
REPORTS ANAL

REFERRAL OF
COIUIITTEE
POLITICAL ACN

this is a referral of *~

c~L~tee) (DPAC) for g4~et
ftoim its non-federal account,
~oUtical Action Committee. Accd~
~#a1 Procedures for Unauthorised
~bt* matter requires further examination

44,7, **,4, .

1
on

If you have any questions regarding U~i. in*~r,
contact Joseph Ravson at 376-24S0.

~d 5),

please

Attachment
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rxca or ~ COUBSEL

O~R: 3 Sept. 1986

ARALST: Jnm.nbflavmnn

Drtinond Company Inc. Poll tio4 ~
Coittee (OPAC) (FM Alabe~
~ro4itcts Political Action C
(C0Ol6O63i)

Philip Levis, Treasurer
(April 4, 1986 - Present)

James Str ick1~d, Treasurer
(JaniaEy 3. 1,86 - April. 3.~.'

Joanie Gable, Treasurer
(October 7, 1985-December 33~
(Alabama Ry'Products Politlca3,
Coinitte)

~om Johnson, Treasurer
(January 1, 1985 - October 6,
(Alabama By-Products Political A*~ 4
Committee)

P.O. Box 1549
Jasper, AL 35502-1549

U. W.UVAU? STATUTE: 2 U.S.C. S44la(f)
2 U.S.C. S44lb(a)
11 CFR 102.5(a) (1) Ci)

III. BACUWUUD:

Receipt of Funds from a Non-Federal Account

Tbe Drummond Company Inc. Political Action C9littee
(DPAC) (Via Alabama By-Products Political Action Co~ittee)
(I*~C') disclosed receipts totalling $19,139.10 ftom its
re~t.deral socount, Management for Better tI~ent

P6lttic.l Aption Committee, (MBGPAC) on the 1 April
Quart*rI.y I~port.

0. 21, 1986, the Commission received * ~ttr es
an ~,to the Statement of Organizati~ ~ the

ucts Corporation Political Actice ~~tte
4chment 2). The letter stated that, Ub*tiwe

. 1985, Alabama By-Products Corporattou~ rq.d
vith Dru~m~d Company, Inc. (Drummond Co.) and MP~C bad
iner~ed vit~ ~ ~on-federal committee of the Drummond Co.



(OPAC) C A

- been chasas4 to Dr
~55J~* 16 a result of ~ ~olitL9~c~tt.e ~uu~c~ . further *~*~Itosted

A funds from tb~ t*fr-fede~ -~ittee ' * .taave been
mamA inh~11 only be oonttLtKt~ed in State elections witII$~,
~- -- ~~* State of Alabama.'

the transfer of funds from ISGPAC was noted on DP~t~5
1954 April Quarterly Report as havim~ been receLv~ bn
J~uary 1, 1986 (Attachment 3). A R*p~et for
laformation (RFAI) wa* sent to DP~ ~e June U
asking DPAC to clarify v~tber the transfer was made £m an
account maintained for sen-federal activity and DUAC
102.5. It was recommended that the *~*ll amount
advised that so, s~wh activity is p~pbihtted by
transfer should be returned to the mon-federal acC~t

0' (Attachment 4).
Mr. Philip Lewis, th9 treasurer of DPAC, called the

Retorts Analysis Division ~"~D) analyst on July 3, 198$ to
discuss the questions rais~ei~ by the IPAI (Attachment 5).
Mr. Levis explained that d~ae to the merger of the two
companies, the two political comittees were merged. "the

o R&D analyst advised Mr. Levis that such a transfer from a
non-federal account was prohibited by 11 CFR 102.5 and that
all such funds should be transferred-out of the federal
account. Mr. Lewis responded by saying that all of the

0 funds which had been transferred-in from the non-federal
account had already been spent in connection with Alabama
state elections. The R&D analyst asked Mr. Lewis to respond
in writing, providing the Coinission with a list of all
contributions made to state candidates along with the amount
and date of each contribution. This would help to clarify
the public record by showing that the entire amount of
prohibited funds had indeed gone only to state candidates.

On that same day, a Second Notice was sent to DPAC for
failing to submit a written response (Attachment 6).

On July 7, 1986 a response was received from DPAC
(Attachment 7). The response provided a listing of all
contributions made to State candidates by DPAC. These
contributions were made over a five mnth period from
February 1986 through - tUne 1986 and amounted to sli'~mtly
more than was transferred-in from the non-federal acceunt
($19,850.00). There was no statement, however, reg~tdtag
the source or permissibility of the funds which bad
originally been in the IS~PAC account.
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COI1~IT7EE ~ (C) (55-SO)

NON-PARTY RELATED

COMMITTEE DOCUMENT RICE JPTS 31*RURSSRSWT TI

DRUMNOND COMPANY INC POLITICAL ACTION COMMITTEE (DPAC) (IKA ALARANA IT-PRODUCTS MC) NI
CONNECTED ORSANIZATION: DRUMMOND COMPANY INC

1985 STATEMENT OF ORGANIZATION - AMENDMENT
MID-TEAR REPORT 4,3&S
TEAR-END 4,122 2,251

19Sf STATEMENT 01 ORGANIZATION - AMENDMENT
STATEMENT 01 ORSANIZATION - AMENDMENT
STATEMENT 01 ORGANIZATION - AMENDMENT
APRIL QUARTERLY 22,923
APRIL QUARTERLY - AMENDMENT - -

REQUEST FOR ADD IT IDMAL INIORMAT ION
REQUEST FOR ADDITIONAL INVORMATION 2ND
JULY QUARTERLY 2,3~9 19,928

TOTAL 33,762 0 33,828

All reports listed have bemi revimd~

a~Iing Cash on Hm~1 of 6/30/86: $3,480.48

I~bta and Cbligations ~d to the Ccmttte: $0.00

f~bts and (bligaticms ~ed by the Ocizunittee: $0.00
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~
Philip U. Lewis. !reas~er
Druond Company. Inc. w@utt~Z ~

Action Committee (W*C)
i.o; 5.: 1549
Jasper. AL 35502-1549

Identification Number: c@*1*UI*

Reference: April Quarterly Dupset (2/1/06.S/S2.$W)
N

Dear Kr. Levis:
This letter is prompt4 ~

0 review of the report(s) r4iintW *v. Wh4I~tI~1U rat
questions concerning oettt* ~~USU~ tai~4 iS the
report(s). An itemisatios tell

-Schedule A of your report *idl@SeS a receipt of
$19139.10 from the NsaU9~ st f@r 39tt~ 6@vtneflt
Political Action C~$t~ (pztttst portion
attached) * Please olarift whether tbi~ transfer is
from az~ account maintaimed bV sour asseittee for non-
Federal activity. If so. be edwised that such transfer
is prohibited by 11 CII l@2.5(a)(l)(i) and the full
amount of the transfer should be returned to the non-

N Federal account. Please inform the Cmission

immediately in writing and provide a photocopy of tourcheck for the transfer-out. In addition, the transrer-
out should be disclosed on a supporting Schedule 5 for
Line 27 of your next report.

If, however, this transaction represents an 'internal
transfer' of funds from one Federal account to another.
and the source (5) of such fmwade has been identified in
previous reports of receipts and disbursemeats. please
note that such transfers should not be itemised as
doing so inflates total re@ei and eesb on hand. If
this is the case, please ameaI~ur report accordingly.

Although the ,Cmissiom ~ take fiarthor legal action
regarding the acceptance ef funds frau a mon-Federal
account, your prompt trassfer.out of the funds in
question, or clarification of the transaction, will be
taken into consideration.



Joseph leVees
lepozts AIb~*
Reports Aue)#tS *~*is1ui



TEL! COtI Attactu~t 5

ANALYST: ~os~h ~au~

COMVEWSATION WITH: Philip YdWiSU Tre~arer

CONNITTEE: ~ ~ ~oUt±~l ACtIOn Q~uitt

SATI: July 3, 1986

SUS4ECT( 5): ~ipt of Fwxh frg~ a Ncm-ftdwal ACco~mt

Mr. Zafis xmtmctd tha C~zumissia~ to dis~ms tiw ~uWt for~Mditi~na1 Infcouutico ~idi I. had riniwd. lie u~2aiiu4 tI~ ~rof Alabm Dy-Pr~6x~ts ~cporaticw~ with ~wini~r~ (~z~ Rid
- resulting ~ of ~imu~I Oztpwxy's Kzi-ftderal ~~wt(I'bnaquwit f~ Better Q~uezuiimt P~) with tRw Alabm Wj4r*w~s

PhC.

I advised him that m~ a trumfer of fizds from a uam~-ftGmra1aoo~mt wa pi~ibit.d mx! all tka fw~k ix~u1d ha trww~ed ~
~ootmt n~ ~ued to infllx2 ftderal electiczw. lie z~o*i ~ all
of the fw~!s ~id~ imre trazwferred Into the ftdsral ~iU~ Malready been q~u~at in oonxwcticm with A1d~.um State eleotlicuw. Iadvised him that mzdi a transfer wa still iq~'erxnissib3. bit tRt 1wcould clarify the aitter by reupcodli~g to the (~zinmissicm in iuttlnp
by sending a list of all oontribzticxw mm5e to State wudi~~ as ~.ll as
the womt and date of e~ ~ntrikuticn.

e.g



FE0tRAL CLECTI ~
~ ~

Drimond Zeu#."?rea0aret jc~aukV. Zac. iolitLi4
Action Con~ittee (DIAC)

P.O.. DCX 154*
Jasper, AZ. )5502'-l549

Identification 3~ers C01~6S
Reference: April Quarterly Rpo*~t (1j~~#)~%2/#)

Dear Mr. Levis:

~bis letter is to inform ~ ~ 2. ~S. tbe
Commission has not receiv ~additional information, at*
requested information .smntlal ~'

Federal election financial .Ot1YIt~$
provisions of the Federal Ziectiesh qt Act (tbe Act) * A
copy of our original request is eacloai.

If no response is received within fifteen (15) Gays from the
date of this notice, the Cainissioii Ry choose to initiate audit
or legal enforcement action.

If you should have any questions related to this matter,
please contact Joseph Ravson on our toll-free number (800) 424-
9530 or our local number (202) 376-2460.

Sincerely,

obn D. Gibson
sistant Staff Director

Reports Analysis Division

Unclosure
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Federal 5l5@t Isis
1335 K Street Nerthubpb
Mesh Lngtsn, .C. 0

ATYNs N,. Joseph Um.e

o SWh Nh* Pamesiss

r

Alabama 3~Preiq~ts
T

(4 of £~... - ~i...hB

PAC had f~avds en depe.~
at ,.~ . en ~

As puov lied Lie the #~ the C~ 5~ thasS
- C tavis were to ~ seed enip t' ftr tatO si' leeal
r ~ off ices. Attached 155 URU~S ( 50W~1b5ttenS t state

candidates by DPAC deta~tieg West s~e msen has basis Gism
' bursed for non~feduval idats.

I trust this infereatlen will satlsty yoew requirements
end i wa 11 be pleased to povide p ferther iweforest Len yow
may require.

Vws truly
0,

sSItp Lewis
Tesw
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,C~I

Cr.

C.

- -

S1rm1n~iin. AL

31341 John Teagim C.mp*~*~
Cliff Seed Ii

O~1ldersburg, m.
~3OSIS6 Carl Srakefield Cp~

SONS A

Carbon Hill, AL

~3/ IS/SI Sary Aldrid~ ~
Nt. 4 Sw. 353-4
I4artselle. m. ~

~3/31I5I Charles Sauhop Cg4~i
Nt. S So. 33
Jasper, AL 30S

~4/03/BI Bobby Crows Campaign
P.O. So.. 3157
Jasper, AL 35501

)4/11'BI Don Saegleman C~aign
P.O. So. 330147
Montgomery, AL 361330147

Fou James Campaign
P.C. So.. 1617
-' ~' S.c.res, AL 31542

be I
4 .

ahm&.~Aw.

?~'M Certer Point Sead
Iarmangham, AL 35315

05/3~/B6 Rick Manly Campaign
P.O. Drawer U
Demopol .s, AL 31732

05115/56 I~' Lee Campaign
P.O. Scum ~
Carbcw. Wall. ~, 355.~

lisi. £mei.. Camm.i.r.
p.C. bju &S1~.

'.c.v.im Cit. AL 36567

Cakes Martin Camaigr.
P.r. S~. &53B
[~ecatur. AL 356Cai

~6. ~

M 4

Secretary Of St*t.

St.t. Senate

State Swat.

State O4ovee Sf Sep.

State Senate

Public S.v. Comm.

*t*O~ep00

a, o.o.

500.00

3,500. C~0

1,000.00

1,000.00

1.000. U.4.'

500.00

~c.00.

4' * (.vU. '8q~'

Si



0'/17/S'

06/15/66

06/ac,,.'

Jespy, AL USt

John Nedim ~
P.O. 3.36 1A?
JCSPSV, AL SI
Tom~~ Combs CI~4,h
P.O. Swe 30
Jeaps,, AL 1

John T.egws C~*
~ C1&V1 Roed
Chi ldersba*, ~. 350*4
Tommy Combs COpps4n
P.O. Do's 30
Jasper, AL 35501

Ed Frag Am
North 66 HIghway 115
Jesper, AL 35505

Tommy Combs C~Sagn
P.O. Do's 30
Jasper, AL 35501

*tM@ Neqas f Asp.

Stete Omase of Asp.

State b4o~ase of Asp.

Totals

5,.~ 00

500.00

1,000.00

19700.00

A2u~QLQQ

t'b.

t.

C.

~ 9



~t~bt S

ALYST: Jouq*i ~ucn

~VER~ATIOI WITH: Ssazwty at Jkwi ~w
ZITER: '~usxu' ~~su~' lolitSml aada~ ~wdtt~m (COO16O6II5

~Ti: hagust4&5,~966

*~JECT( S): Pm±uaib±Uty ~ ~~n-1~mra1 ?w~b

I attaytd to ~t Jk~. IsfiS, tim ?z2xwr of ~WSKXK1 0c 1W
in.ccr~ to k him if km ~Id pwvIh clarifltimh 55 tO if tim 1VI4S
received by tim zx~m-f~bral w~omt m pendaible.

tm Secretary re~sd to all Urn attapt. to c~tact him that km
wa wt in ttmcifice hit km ~zld a11 us ~ uo~i as km ~t in.



TftmR~#u AttS~SU~t 9

ARALYST: Josqt ~uson

CNVLRSATIOU WITH: ~* Philip LadS

CORN! TTE I: ~wmad carpany Inc Politi*~1 ~tion ~t~S C

ATE: k~g~st 7, 1986

SmflCr(s): ~z.wivu4h414ty of ntm-~era1 Fwds

I lxbI tk. Lads that the Cdasion rsjulred fiztI~
rgardinq the pcvldbited transfer nc*s! in tIm 1966 J~ri1
Rinp~t. I asks! him if he coald jm~wids the ~aim with
~A±d~ might sk~ the permissibility of the fwxb u~1mr ftbrl
which ~re in the ncr-Federal ~comt.

~ Lns r~lied that the fuxb wre oltdts! only fz~in I~
of the c~poratia ax! since tIu!y ~m rspiir.d ~ file re~z~!s O~
rec~1pts aM digmui~ts with the Stat of AI~mU he ~uld .ut~ tii
C~imissicm copies of tk~ee r~ds aM tK~psfuUy tku~ ~ iioe the
permissibility of the fizx!s wx!sr 1EC~.

0..

S.



FEDERAL ELKflON
K $11111 N.W

~SW~JC1ON.DA~ ~P*) *

THIS IS THE BEGIHIIING OF IIIJR U.

Camera Mo. 2

Cameraw~


