FEDERAL ELECTION COMMISSION

WASHINGTON D C 10463

THE FOLLOWING MATERIAL IS BEING ADDED TO THE
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SEFORE THE FEDERAL ELECEION COMMISSERM
In the Matter of
William Woodward Webb; MUR 2336
Webb for Congress Committee,
Roy D. Fowler, III, as treasurer;
and Mrs. M. Woodward Webb
GENERAL COUNSEL'S REPORT

On February 14, 1989, the Commission found probable cause to
believe William Woodward Webb, Webb for Congress Committee, and
Roy D. Fowler, II1I, as treasurer ("Webb Committee”), violated
2 U.S.C. § 441a(f) by knowingly accepting an excessive
contribution from Mrs. M. Woodward Webb. The Commission also
found probable cause to believe the Webb Committee and Roy D.
Fowler, IITI, as treasurer, violated 2 U.S.C. § 434 by failing to
accurately report its debts and obligations. Additionally, the
Commission found probable cause to believe Mrs. M. Woodward Webb
violated 2 U.S.C. § 441la(a) (1) (A) by making the excessive
contribution to the Webb Committee.

On May 23, 1989, the Commission determined to take no
further action against Mrs. M. Woodward Webb and approved a final
revised conciliation agreement for William Woodward Webb, Webb
for Congress Committee and Roy D. Fowler, IIT, as treasurer. On
that same date, the Commission authorized this Office to
institute a civil suit in U.S. District Court against William
Woodward Webb, Webb for Congress Committee and Roy D. Fowler,

IIT, as treasurer, in the event that respondents failed to sign

the Commission's final proposed agreement within 10 days of

receipt.




On June 13, 1989, Respondents submitted a response to the

Commission's final conciliation proposal. (Attachment 1).

Therefore, this Office will institute a civil suit in the United
States District Court.

Lawrence M. Noble
General Counsel

Staff Assigned: Debby Curry

Associate General Counsel
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funds (M:tachnent 3). The loan was mcu;t»
1986 fo: ‘the primary election.

A Request for Additional Information ‘(‘ﬂ'&!
to the Committee on May 20, 1986 (Attachment 4).
asked the Committee to clarify whether or not
from the candidate's personal funds. A Secosd
sent on June 12, 1986, for failure to respond to the R!'AI
(Attachment 5).

On July 14, 1986, a Reports Analysis Divili‘on anal-yst
contacted the candidate, William Woodward “"wWoody"™ Webb
(Attachment 6). The analyst explained to Mr. Webb that it
was not clear if the loan was from the candidate’s personal
funds. The candidate stated that the loan was from his
personal funds and that he would provide a statement to that
effect for the public record. On July 16, 1986, an Amended




a poss
exaniw “wrtton must be
candidate said that one
$19,000 and that the Commit
repay the excessive l;:‘ortj.ons of the loans. _
informed Mr. Webb that  the . e:nuaive amounts - lho._
~considered outstanding debts.  Additionally, Mr.
told that the Committee could not terminate its repor
obligations until all loans and debts were paid. Mr,
said that he didn't care about the reporting obligation:
The candidate asked if he could write checks to repay |
loans. The analyst explained that he could and told him

to properly report this transaction. Mr. Webb then allmﬂ- g

if he did this and then told the individual receiving :

loan repayment not to cash the check, what would happen?

The analyst explained that the goal of the Federal Election
Commission is the public disclosure of campaign finance
activity. The analyst stated that he would not assist the
candidate or the Committee in circumventing federal law,
The candidate asked if the analyst was a lawyer. The
analyst stated that he was not. The candidate refused to
discuss this matter further and stated he would talk only to
an attorney from the Office of General Counsel.

A RFAI was sent to the Committee on August 5, 1986,
referencing the Amended 12 Day Pre-Primary Report
(Attachment 9). The RFAI advised the Committee that it may
have received excessive contributions from individuals. The
Committee was also advised that if it had received excessive
contributions that it refund the excessive amounts to the
donors and notify the Commission in writing of the refunds.

On August 28, 1986, a Second Notice was sent for faxlure
to respond to the RFAI (Attachment 10).




tion 1
thetetott the al ' e ndidate’
excesstve contzibut, ) "thlt -ust be toplid.

‘Mr. Merkel ui.d thlt tho conttm m disbanm
there were ' no funds available to ' r the loan,
analyst told Mr. Merkel that the candid te could repay  the
loan from his personal funds. Mr. Merkel said that the loan
was part of the funds the candidate would inherit upon the
death of his mother, It was explained that at the time the
loan was made the money was not the personal funds of the
candidate. Mr., Merkel asked if it would be acceptabls if

the candidate wrote a check to his mother for the 1oan;""

amount and sent the Commission a copy of the check which the -
candidate's mother would never cash. The analyst explained
that this would not be acceptable. Mr. Merkel then asked if
it would be acceptable for the candidate's mother to send a
letter to the Commission stating that the $19,000 loan has
been re-attributed to herself and fifteen (15) other family
members such that no one member has contributed more than
$1,000. The analyst explained that the loan would still be
considered excessive since the original source of the loan
was still the candidate's mother. Mr. Merkel said that he
would talk to the candidate and a response would be
forthcoming.

On October 20, 1986, the Committee filed a response at
the Commission disclosing that the $19,000 loan was from the
candidate's mother, Martha Woodward Webb (Attachment 13).
The response also indicated that the Committee would be
unable to repay the loan.

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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awmbet (302) 376-2400.

Joba . Gibson
Begorts Aaslysis Biviston
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problenm (s)

lhit. ut !otth i.n the Mt.,

political committee other than a ,muammw’“

cormittee may not make contributions to a candidate for

Poderal office in excess of $1,000 per election. If
you have received a contribution which exceeds the
limits, the Commission recommends that refund to
the donmor the amount in excess of ¥ouo . The
Commission should be notified in writing if a tc!und is
necessary. In addition, any refund should appear on
Line 20 of the Detailed Summary Page and Schedule B of
your next report. (2 U.8.C. §S44la(a) and (f))

The term ®"contribution®” includes any gift,
subscription, loan, advance, or deposit of money or
anything of value made by any person for the purpose of
influencing any election for Federal office.

If the contributions in question were incompletely or
incorrectly reported, you may wish to submit
documentation for the public record. Please amend your
report with the clarifying information.

Although the Commission may take further legal steps
concerning the acceptance of excessive contributions,
prompt action by you to refund the excessive amounts
will be taken into consideration.

An amendment to your original report(s) correcting the above
should be filed vith the Clerk of the House -of
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or legal eﬁfdfeu-nnt-action.

If you shonld have any qmﬂ:im L3
please contact Noriega James on our toll-
9530 or our local number (202) 376-2480.

Sincerely,

John D. Gibson ; ‘
Assistant Staff Director
Reports Analysis Division

BEnclosure




63

On October 10. 1936. _ AD analys tacted Mr.
him that the Commission had not received a response to m RFM or - o
August 5, 1986. Mr. Webb said that he thought that Mr. Thomas Merkel, =
a campaign worker had already res| nde 3 qave the"analyst“m telephone

number for Mr. Merkel and a analyst to contact Mr. Merkel about ’
the matter. He also said that he would talk to Mr. Merkel about the matter.

040842
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L t0 e Heckat tlut a response to

“the loan was part of the funds the candidate would inherit upon the death of his

explained that the response shoutd disclose the original sou
loan. Mr. Merkel then noted that the joan was from
analyst explained that members of the candidate's fami
bution limitations of 2 U.S.C. 441a(a)(1)(A), and the
mother is an excessive contribution that must be repaid.
committee had disbanded and that there were no funds to repay the ,1oln.

He nid that
mother. The analyst explained that the fundsstill could not be considered personal
funds of the candidate. Mr. Merkel asked if it would be acceptable for the candidate
to write a check to repay his mother and then send a copy of the check to the Commis-
sion. The analyst explained that it would be acceptable if the funds were from

the personal funds of the candidate or other permissible funds. Mr. Merkel then
asked what would happen if the candidate's mother did not cash the check. The analyst
explained that the loan could not then be considered to have been repaid. Mr. Merkel
then asked if it would be acceptable for the candidate's mother to send a letter to
the Commission stating that the $19,000 loan has been reattributed to herself and
fifteen (15) other family members such that no one member would contribute more

than $1,000. The analyst explained that the loan would still be considered excessive
since the original source of the loan was still the candidate's mother. Mr. Merkel
said that he would talk to the candidate and that a response would be forthcoming.
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PEDERAL AGENCIES CHECKED:  Nome
ol (e GENERATION or mjg—-— *

This matter was generated by the Rebortl Aha1yi;i7Division
after a review of the disclosure reports of the Webb for Congress

Committee (hereinafter "Webb Commitee").

SUMMARY OF ALLEGATIONS

The RAD review revealed that the Webb Committee may have
received an excessive contribution. The money in guestion had
previously been reported as a $19,000 loan of funds from the

candidate to the Webb Committee.
FACTUAL AND LEGAL ANALYSIS

The Webb Committee filed its 1986 12 day Pre-Primary Report
on May 6, 1986. Line 13(a) of the Detailed Summary Page

disclosed a $19,000 loan made or guaranteed by the candidate
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page 10).

On July 14, 1986, a Reports Analysis Divlsion analyst
contacted the candidate, Willian Woodward "Woody" Webb
(Attachment 1, page 11). The RAD analyst explained to ur. Wbe
that it was not clear if the loan was from the candidate's
personal funds. The candidate stated that the loan was from his
personal funds and that he would provide a statement to that
effect for the public record. On July 16, 1986, an Amended 12
Day Pre-Primary Report was filed (Attachment 1, page 12). It
stated that the loan was "from personal funds of the family."

On July 23, 1986, a RAD analyst contacted the candidate
(Attachment 1, page 13). The RAD analyst asked Mr. Webb to
clarify the phrase "from personal funds of the family.® Mr. Webb
explained that several members of his family: spouse, cousins,
etc., pooled their funds and loaned them to the candidate. The
RAD analyst asked if any one individual, besides the candidate,

loaned over $1,000. Mr. Webb responded "yes." At that point the
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could not terninate its reporting obl!gatlons'untt
debts were paid. ur. Webb saiad that he didn't ca
report1n§ obligations. The candidate asked 1f herﬁdni
checks to repay the loans. The RAD ahalysttexplélﬁdh“kﬁigfhé'
could and told him how to properly report this trandtéf!ﬁﬁ; 
Mr. Webb then asked if he did this and then told the 1§dividua1
receiving the loan repayment not to cash the check, what would
happen. The RAD analyst explained that the goal of the Federal
Election Commission is the public disclosure of campaign finance
activity. The RAD analyst stated that he would not assist the
candidate or the Committee in circumventing federal law.

A RFAI was sent to the Committee on August 5, 1986,
referencing the Amended 12 Day Pre-Primary Report (Attachment 1,

page 14). The RFAI advised the Committee that it may have
The Committee

received excessive contributions from individuals.
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éhbﬁgﬁt Hg§ﬁna;k§

Mr. Merkel and asked the RAD an@iy@ifﬁbuédﬁtncf]n:;
the matter. Mr. Webb said that he ﬂbhl@fa;s§;th1kft0'H?;fﬂerkol

Merkel about

about the matter.

On October 16, 1986, Mr. Merkel contacted a RAD analyst
(Attachment 1, page 18). The RAD analyst explained to Mr. Merkel
that a response to the RFAI detailing the original source of the
$19,000 loan was needed. Mr. Merkel informed the RAD analyst
that the loan which had been disclosed as personal funds of the
candidate's family was actually a loan to the candidate from his
mother. The RAD analyst explained to Mr. Merkel that members of
the candidate's family are subject to the contribution
limitations of 2 U.S.C. § 44la(a) (1) (A) and therefore the loan
from the candidate's mother is an excessive contribution that
must be repaid.

Mr. Merkel said that the Committee had disbanded and there
were no funds available to repay the loan. The RAD analyst told

Mr. Merkel that the candidate could repay the loan from his
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that the $19, ooo loan has been re-atttlbuted to hatle £7anﬂ.
fifteen (15) other fa-ny -e-bers buch that no onc m: has
contributed more than $1,000. The RAD analyst explained thut the
loan would still be considered excessive since the original
gsource of the loan was still the candidate's mother. Mr. Merkel
said that he would talk to the candidate and a response would be
forthcoming.

On October 20, 1986, the Committee filed a response at the
Commission disclosing that the $19,000 loan was from the
candidate's mother, Martha Woodward Webb (Attachment 1, page 19).
The response also indicated that the Committee would be unable to

repay the loan. 1/

1/ In the same response, Mr. Webb also indicated that, in March
and April of 1986, he loaned his campaign the sum of $6,177.14.
However, since it does not appear that this money was reported,
it is unclear whether this money represents personal funds of the
candidate or additional money contributed to the candidate from

other family members.
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2 U.S.C. § 434(b) requires tha&.aebta ana'obliqations he
reported accurately and properly discloseﬁtht‘anount‘and np;ure
of outstanding debts. : . : : I

The issue raised by this referral ié whether William
Woodward Webb and the Webb Committee accepted an excessive
contribution in the form of a loan from a family member.

It appears from the referral materials, that the main
contributor of the $19,000 loan made by Mr. Webb to his Committee
was his mother, Martha Woodward Webb. It also appears that
Mrs. Woodward clearly exceeded the $1,000 contribution limit of
the Act in contributing the bulk of money that constituted the
$19,000 loan. However, due to the failure of Mr. Webb and Webb
for Congress Committee to accurately report this loan it is
unclear as to what extent 441la was violated by Mrs. Webb and

possibly other family members. Information regarding, among
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‘I'tnnda within the neaning
The term personal funds -eans.

fshoun thaththa‘-pniec_axlw
the'nct. 11 c P.R. s 110.10
‘among other things, those asaets uhich the candidate had legal oz

eguitable right of access or control. 11 C.P.R. § 110.10. If

such legal right or equitable interest could be shown then

Mr. Webb could make unlimited expenditures from such funds.

11 C.F.R. § 11l0.10.

However, this does not appear to be the case according to

the information provided in the referral materials. In his

71040842644

conversation with the RAD analyst, Mr. Merkel indicated that the

loan was part of funds that the candidate would inherit upon the

death of his mother. Therefore, Mr. Webb does not appear to have

had any legal right or equitable interest to access or control of

the money in question at the time the loan was made.

Therefore, the Office of General Counsel recommends that the

Commission find reason to believe that William Woodward Webb,




Act of 1971, as amended; Sl
Find reason to believe the Webb for COﬁgtéid-ﬁa;nittéé and
Roy D. Fowler, III, as treasurer, violatéﬂ}ﬁ»ﬂ.s;c.‘5_434(5)
of the Federal Election Campaign Act of 1971, js amended.

Approve attached letters and questions; and
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Approve General Counsel's factual and legal analysis.

Charles N. Steele
General Counsel

Deputy General Counsel

Attachments
Referral Materials
2. Proposed Letters and Questions (2)
3. General Counsel's Factual and
Legal Analysis (2)




Campaiqn Act of 1971 as

Find reason to believe the luhb

for Congress Committee and Roy D.
Fowler, III, as treasurer, violated
2 U.S.C. § 434(b) of the Federal
Election Campaign Act of 1971, as
amended.
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Approve the letters and questions,
as recommended in the First General
Counsel's Report signed January 27,
1987.

Approve General Counsel's factual
and legal analysis, as recommended
in the First General Counsel's
Report signed January 27, 1987.
Commissioners Aikens, Elliott, Josefiak, McDonald
McGarry and Thomas voted affirmatively for this decision.

Attest:

2/2/¢7 22%% ) Lo mare

jorie W. Emmons
Secretary of the Commission

Date




Under thc Act, you have an opportunity to denonstrate that
no action should be taken against you and the committee. . 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, along with your answers to the
enclosed questions, within fifteen days of your receipt of this
letter.

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

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 Office 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
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ﬁnless you notlty‘tke chnntw” on in writ ng that
investigation to be nade public. :

of the Commission's procedures £or handling possib' iolaty
of the Act. If you have ang questions, please contact Deborah
Curry, the attorney assigned to this matter, at (202).376r¢200,

Sincerely,

Scott E. Thomas

Chairman
Enclosures
General Counsel's Factual and Legal Analysis
Procedures

Designation of Counsel Statement




ainst you. You nay
nich you believe are
of this matter. Pleas

den days of your receipt of

SR ¢ theﬁabs }ge_of any additional information uhi,h

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 80 request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office 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. Purther,
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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‘of the Act. If you have any queatian
(Cutry, the attorney assigned to thi

Scott E. Thomas
Chairman

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement
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communications from the Commission and |
 the Commission,
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2/10/87

Date
William Woodward Webb

Nilliam Woodward Webb
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919-929-6095

BUSINESS PHONE: 919-833-2752




§ the vist \iljarii:y of the

ite ff and candidate certainly made

every effort to cwkv with m _,ﬂu w sions of: m me Election Caa\paign Act of
1971, N ‘

Parenthetically, 1 will add that a'fter conferring. ﬂ'ﬂ! Mr. Webb (who recently spoke with
Mr. Merkel), I am at a loss to understand how your RAD interviewer could have concluded
that either of these two gentlemen M‘t & circumvent federal Taw. Both Mr. Merkel
and Mr. Webb were werely pointing out the 1ncongm1ty of this situation, asking rhetorical
questions and exploring various options for resolving this issue.

After the primary in May, the staff quickly disbanded and sought jobs elsewhere since
the Webb for Congress Committee had no more funds. Every effort was made by the Committee
to pay all the debts and loans incurred during the campaign before the staff disbanded
and in fact, Mr. Webb himself is still in the process of paying off campaign debts from
his own personal funds.

From the General Counsel's Factual and Legal Analysis (GCFLA) of this situation it seems
the issue becomes the exact status of the $19,000.00 loan made on April 2, 1986. According
to the GCFLA, the Committee was informed that it may have received an excessive contribution
and if it had that it should refund the excessive amounts to the donors and notify the
Commission in writing of the refunds. It was the belief of the Committee that it had
not received excessive funds and that is why no response was made by the Committee to
the Commission after the notices sent by the RFAI on August 5, 1986, and August 28, 1986.

According to 2 U.S.C. §431(8)(A)(i) a contribution includes "...any gift, subscription,




his personal funds and were not given with any reuote des e to. influence the election
in any way whatsoever. Mr. uebb. therefore, could use M in any wanner he sow fit,
and he chose to use those funds for his campaign.

We assume that the responses to the interrogatories and this letter will serve to set
the record straight. Please inform me of any other information you may need to resolve
this matter as expeditiously as possible.

Alternately, it seems to me that if the Commission does not believe that the $19,000.00
were personal funds of the candidate, which they, as the interrogatories state, were,
then from reading the information in the GCFLA, the Committee (at this time it would actually
be Mr. Webb) could refund the excessive amounts of the contribution to Mrs. Webb and notify
the Commission in writing that it has done so, or the $19,000.00 could be considered a
loan and the Committee (actually Mr. Webb), could repay the loan.

If you have any questions, please do not hesitate to contact me.

I am,

Respectfully,

Sherry E. Tuck&




Due Date(s): i
Interest rate(s): . .~ nome
Cumulative Payment: . none. -
Outstanding Balance(s): $19,000.00

?

* On or about, March 5, 1986, Mrs. Webb gave‘the‘ candidate a cﬁeck in the amount of $19,000.00
which he accepted as a loan for his Congressional campaign. There were no terms, interest,
or definite due date . The $19,000.00 has not been repaid or returned. (See preamble

above).




Based on the foregoing. the Commission on January 30. 1987, found

reason to believe William Woodward Webb, the Webb Committee and

Roy D. Fowler, III, as treasurer, violated 2 U.S.C. S 44la(f) by

knowingly accepting an excessive contribution and the Webb
Committee and Roy D. Fowler, III, as treasurer, also violated
2 U.S.C. § 434 for failing to accurately report its debts and
obligations. On February 24, 1987 the Office of General Counsel

received a response from Counsel for William Woodward Webb and

the Webb Committee.




11 CFR § 100.7(a) (1) (1) (A). Additionally, the Act also makes
unlawful the acceptance of excesbiée conéribuﬁions by‘é;ddidates
and political committees. 2 U.S.C. § 44la(f).

Monies received by a candidate after initiation of his
candidacy are presumed to be for the purpose of influencing a
Federal election. Hence, such monies are considered
contributions under the Act. However, this presumption may be
rebutted if it can be shown that the monies are personal funds
within the meaning of the Act. 11 C.F.R. § 110.10(b). The term
personal funds means, among other things, those assets which the

candidate had legal or equitable right of access or control.

11 C.F.R. § 110.10(b).




Webb as a loan for his cungtetsional aanpaign. Thizc ueterno tetns,

interest, or definite due date, just the understanding thah rqpaylent
(Attachment 1, 9093;3).

vould be made when funds became available.

Since, according to the Committee, funds are not available, no

repayments have been made on the outstanding loan balance.

(Attachment 1, pages 2-3).

The Webb Committee contends that the $19,000 loan, from
Mrs. Webb to the candidate, constitutes personal funds of the
candidate and therefore are not for the purpose of influencing a
federal election. The Webb Committee believes that the funds in
question were personal funds for the following reasons. First,

the Webb Committee argues that Mrs. Webb's only reason for




‘Mrs. wcbb to the candidate ana Webb Cmittee £ ‘ot personil '
funds oﬁ the.candiaata within the ncaning 0f the Act and is.

therefore, subject to the contribution li-itations of the Act. :

(See A.O0.'s 1978—40 and 1982-64; See also MUR 1456).

It appears from the Webb response, that Mrs. Webb drew the
check for $19,000, that was given as a gift or loan to her son,
on her personal account. There is no indication that Mr. Webb
had any prior legal right or equitable interest to access or
control of the money in question until the check was given to him
and the Webb Committee. Even though the Webb response indicates
that the money in question was given with no strings attached, it
also appears that Mrs. Webb was aware that her son was running

for office and that he planned to give the $19,000 gift or loan

1/ According to the Webb response, Mrs. Webb was aware that the
campaign was causing a decrease in income for Mr. Webb, since the
time demanded by the campaign took away time from his law
practice. (Attachment 2, page 2).
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Commissioner Aikéns

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas X

This matter will be placed on the Executive Session

agenda for Tuesday, June 2, 1987.
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Friday May 22 - 4:00 p.-;;

the recommendations in the




Find mansonbto'beliuw- Mrs., H; wbé&waad
 violated 2 U.S.C. § tila(attl)lh) of the
!ode::; Election Campaign Act of 1971, as

_Approve the letter and ractual and Laghl-
Analysis, as recommended in the General
Counsel's Report signed May 20, 1987.
Commissioners Aikens, Elliott, Josefiak; ucnonaid. '
McGarry, and Thomas voted affirmatively for the decision.

Attest:

jorie W. Emmons
Secretary of the Commission

Received in the Office of Commission Secretary: Wed., 5-20-87, 12:25
Circulated on 48 hour tally basis: Wed., 5-20-87, 4:00
Deadline for vote: Fri., 5-22-87, 4:00

Objection received 5-22-87, Objection withdrawn 5-27-87
/iw/




vlolaeiou llu oeenrrcd and procuc with eonc!unloa.

If you are interested in pursuing pre-probable cause
conciliation, you should so reguest in writing. See 11 C.P.R.
§ 111.18(d). Upon receipt of the request, the Office 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. .
Purthermore, requests for pre-probable cause conciliation will®
not be entertained after briefs on probable cause have been
mailed to the respondent.




of the Commission’s procedures for handling possidble viola
of the Act. If you have any questions, please coantact De
Curry, the attorney assigned to this matter, at (202) 376

For yon:'ihtériitlei; 1¢ §nvo attached i“btldtid¢'¢n~

2 = Sincerely,

Scott E. Thomas
Chairman

Bnclosures
General Counsel's Pactual and Legal Analysis
Procedures
Designation of Counsel Statement
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form of a loan tra- a talily Illbet.
question is whether or not the $19,000 ‘loan eonltltutoa p!:tqntl
funds of the candidate or a loan from a member of the candidate's -

230'.'.:. the throcbo{__

family. Disposition of this question 1l'piiot§1 to a
determination of whether or not a 2 U.S.C. § 44la(a) (1) (A)

violation has occurred.

910408426635

2 U.S.C. § 431(8) (A) (i) states that the term “"contribution® ﬁ
includes ®"any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of

An individual may

influencing any election for Federal office.”




candidate had iighlféc‘iﬁnltéﬁih
11 C.F.R. § 110. lﬁ{h).

The Webb relpeulo dqnlilts:ot a‘lntter and anlwcrl bo

written questions app:ovod by thq ca-nlsnion. According tu the
Webb Response, the money in qncstionv($19.000) was loangd to_thq
Webb Committee by the candidate's mother Mrs. M. Woodward Webb on
March S, 1986. According to the preamble to the answers to the
interrogatories, Mrs. Webb gave her son, Mr. Webb, a check for
$19,000 "to be used by the candidate in the campaign, or outside
the campaign, as he saw fit." Apparently, (and this is not clear
from the preamble) Mr. Webb directed Mrs. Webb to make the check
for $19,000 payable to the Webb for Congress Committee.
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need. ;_/ s«:onﬂ ; tlnhbb rcdmu sutu 'tht 'm m'ln
question was given to !I:. Webb to use in any unnor he saw tf
and he happened to use those funds diuctly 1n thc enlpugn.,
Third, the Webb Committee contends that Mrs. lbbb'l purpose ln
making the $19,000 was not to influence the election sincevlhp
did not live in North Carolina.

Based on the foregoing, the Webb Committee concludes that
the §19,000 was personal funds of the candidate at the time the
loan was made to the Committee. The position of the Webb
Committee is without merit. The $19,000 gift or loan by
Mrs. Webb to the candidate and Webb Committee is not personal

E - - 1%

1/ According to the Webb response, Mrs. Webb was aware that the
campaign was causing a decrease in income for Mr. Webb, since the
time demanded by the campaign took away time from his law
practice.
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not shield ber from the pros i) _ipa miut umuiu unvum
contributions under 2 U.8.C. § 441a(a) (1) (A).

Therefore, the $19,000 loan in question made by Mrs. Webb to the
Webb Committee was not pctnonil funds of the cn‘_nﬂidatn. 2/
Consequently, the $19,000 locan to the Committee by Mrs. Webd exceeded
the $1,000 individual contribution limit of the Act.

The Office of General Counsel recommends that the Commission add
Mrs. Webb as a respondent to the matter and find reason to believe

Mrs. Webb violated 2 U.S8.C. § 44la(a)(1l)(A).

2/ The Webb response states that if the Commission does not
‘Delieve $19,000 to be personal funds of the candidate, they eculd
either refund the excessive amounts and notify the Commission it
has done so or the Committee could treat the $10,000 as loan and
repay it as such. 1In any case, a violation occurred wiien Mrs.
Webb exceeded the 81,000 contribution limit of the Act. Any
subsequent refund of the monies could only be considered in
mitigation of the apparent 2 U.S.C. § 44la(a) (1) (A) violation.




: nrs. Webd conﬂm m mtnn of the tmnsaction”
m would only add that the funds were offered to her so
personal gift which he, not knowing any more about elec!
than most people, simply requested be made available to
.mign. Mrs. Webb has customarily made personal gifts
nature to her son (in fact every mr since 1976) prior

candidacy. Consequently, it would seem that the $19,000.
would fa 1 within the contribution-limitation exception
§ 110.10 (b)(2), particularly in view of the judicial
the Act is to be 1iberally construed in favor of re

However, it is now apparent that notwithstanding the 1Mions
of the parties involved you have rejected the position that the
$19,000.00 loan from Mr. Webb's mother constituted personal Mdt







Mrs. M. Woodward Webb

3612 Country Club Road

Birmingham, AL 35213

(205) 871-3035

none
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accurataly tapo:t it- debta aad obligations. am May 27. 19'? i
the Office of Genaral COunsel found reasou to bclieve T
Mrs. M. Woodward Webb violated 2 U.S.C. § 44la(l) (A) by -akiuq
the excessive conttibution to the Webb Committee. On June 16)
1987, the Commission received a response from Counsel for all the
above-mentioned Respondents requesting pre-probable cause
conciliation (Attachment 1).

II. ANALYSIS

The submission of Counsel for Respondents generally
confirmed the facts of the transaction as discussed in the
General Counsel's previous reports. However, Counsel argues that
such facts should give rise to an exception to the contribution

limitation, under 11 C.F.R.§ 110.10 for personal funds.

(Attachment 1, pages 1-2).




IV. RECOMMENDATIONS

1. Enter into conciliation with William Woodward Webb,
Webb for Congress Committee and Roy D. Fowler, III, as
treasurer, and Mrs. M. Woodward Webb prior to a finding
of probable cause to believe.







as 1ndicateduhy the name(s) checked-

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas

This matter will be placed on the Executive Session

agenda for Wednesday, September 9, 1987.

Please notify us who will represent your Division

befqte the Commission on this matter.




lle cause to h.licvuf“'
Approve the proposed cuncilzut;au

and letter attached to the General cnunaul
report dated August 13, 1987.

Commissioners Aikens, Elliott, Josefiak, McDonald, and
McGarry voted affirmatively for the decision; Commissioner

Thomas dissented.

Attest:

9-10-8Y
bate Marjorie W. Emmons
Secretary of the Commission




*) and Roy D. !'ovlcr_

(£f) by knowingly aectﬁting

ssion also found reason to

tee ar D. Fowler, III, as :

34 by failing to accurately
ropozt its dﬂbtl and obligattanﬂ On May 27, 1987, the
Commission found reason to believe Mrs. M. Woodward Webb violated
208.C,. § 441&(10(1)(&) by making the excessive contribution to
the Webb Committes. At your request, on September 9, 1987, 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

agptoved in settlement of this matter. If your clients agree
th the provisions of the enclosed agreement, please sign and

return it, along with the civil genalty, to the Commission. 1In
light of the fact that conciliation negotiations, prior to a
finding of probable cause to believe, are limited to a maximum of
30 d:y:, you should respond to this notification as soon as
possible.
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Woodward Webb; wWebb for -
gress Committee and Roy D.
ler, as Treasurer, and
‘M. Woodward Webb .

Dear Ms. Lerner: ey :

- In response to your time limit for submitting the reply to your
Interrogatories and Request for Production of Documents, dated February
11, 1988, and received by me on February 18, 1988, I am requesting that the
time for submitting the reply be extended until March19, 1988, as the . -
information requested covers a ten-year period and is not readily available.

Please inform me of your grant of the extension of time.
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o
-
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-~

Sincerely,

c: Ms. Deborah Curry, Attorney at Law
Federal Elections Commission
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Qtter. I have gtante& thé :
1y, your response is due bynéioiu

Sincerely,

Lawrence M. Noble
General Counsql

r)__7

Lolis G. Lerrner
Associate General Counsel




Dear Ms. Lerner:

I enclose herewith my clients' responses to the discovery received
on February 18, 1988. We appreciate, by the way, your courtesy in allowing
us the extension of time in which to repsond.

The Gift Tax Returns referred to by Mr. Jackson in his affidavit of
March 2, 1988, are available should you wish to review them. Mr. Jackson,
I am sure, would also agree to be deposed by telephone if that is your
desire. However, it seems to me that this matter is now ripe for final
disposition without any further evidence being required to show that this
situation patently falls within the purivew of the Federal Regulation found
at 11 CFR Section 110.10(b)(2), a copy of which has already been furnished
to your office. Since you have not provided me with any administrative/judi-
cial interpretation of this regulation to the contrary (as requested in
October, 1987), I am assuming that you are in agreement with our position
on this point.

Mr. Webb, moreover, has authorized me to reiterate his willingness
to have this issue determined by the United States Attorney for the Eastern
District of North Carolina.

I look forward to hearing from you soon.

Sincerely, !

Sherry E. TOdker
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Birminghem, Alabema, over eightesn (18) years of age, and I am & Vice
President and Trust OFficer at MuSouth Bank in Birminghem, Alabma.

2. All of the information contained in this affidavit is besed
(Form 709) signed by Mrs. Martha Woodward Webb, and upon the business
records maintained by the Trust Division of AmSouth Bank.

3. Since 1976 Mrs. M. Woodward Webb has annually made a monetary
or stock gift to her son, William Woodward Webb, to be used as he deansd
appropriate. The range of these gifts has been fram $3,000 in some
years to $191,294 in 198l. This practice is expected to cantinue into
the foreseeable future.




s ¥ o

WO OY 1095
_ ....w...a....ra:y:.r.. wuﬁu v»\&\w?‘k Msk .Imwml

g \\fm\\hl.\ /] E\\:\\\
Q12 27»5754032° 1095 #0004

e 3 oA . A

comnd 5.. o o s ...%...n...m\*l\p— .

: .







Dear Ms. Curry:

I am writing per our telephone conversation of March 24, 1988, regarding the above
referenced MR. - In our conversation, you informed me that you needed copies of the documents
that Mr. Jackson referred to in his affidavit vhich we offered as the answer to number 2.a.

of the interrogatories that you had previously sent.

I will request these copies from Mr. Jackson immediately and will inform you when I
have received them.

I am,

Respectfully,

Bharay @ Suacker




ana 'dbngauona. on m 27, 1987 ."thn Commiss
_'buneve Mrs. M. Woodward Itebb vioa.ated 2 u.s;c.

rby.aaking thc exccsaiv;'contt,butiom z0 the.ﬂuh_
Bcptenber 9, 1987, the Commission entered into cancilia on~ufth

Respondents prior to a finding of probable cause to bog__

‘the

Commission approved letters and directed the Office of General -

o Counsel to revise the interrogatories. The letters, revised

S g 3

interrogatories and request for documents were mailed to
Respondents on February 11, 1988.

Pursuant to their request on March 3, 1988, Respondents were
granted an extension of ftime until March 19, 1988, to respond to
the interrogatories and request for documents. On March 16,
1988, the Office of General Counsel received a response to the

interrogatories and request for documents. However, the
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s General Counsel

yer i
Associate neral Counsel

Staff Person: Debby Curry




"‘nw-objectlon basis uonaay, apru 11, 1988 at 11: 00 A.M.

There were no objections received in the office'of'the~
Secretary of the Commission to the Comprehensive Inveitigative

Report at the time of the deadline.




 Enclosed please find copies of Federal Gift Tax Returns for the years

1978, 1979, 1981, 1983,1985, and 1987, prepared by Snow, Stewart and Strickland;
C.P.A.s, for Mrs. Martha Woodward Webb. The above referenced documents
provide evidence that the gifts were given to Mr.Webb in the years stated.

- It is my understanding that in the years in which no gift tax return was
filed, Mrs. Webb also made the maximum non-taxable gifts to Mr. William W.

Webb and/or his family, based on the information provided in the letter of
February 24, 1988, from Snow, Stewart and Strickland, C.P.A.s, Programmers

& Analysts, to Mr. Richard Jackson (copy of which is attached to the interroga-
tories and marked as Exhibit B).

As is requested per your instructions for answering the interrogatories
I herein provide the following information:

1. The copies of the United States Gift Tax Returns which are included
as supporting documents were provided by Snow, Stewart and Strickland,
C.P.A.s, Programmers and Analysts, 1210 South Twentieth Street,

P.0. Box 10805, Birmingham, Alabama 35202-0805, telephone number,
(205) 933-7484.

The statement as to the gifts given in the years in which no

gift tax return was filed was provided by Snow, Stewart and Strick]and,
C.P.A.s, Programmers and Analysts, 1210 South Twentieth Street,

P.0. Box 10805, Birmingham, Alabe 35202-0805, telephone number

(205) 933-7484, in a letter to Mr. Richard Jackson, AmSouth Bank, N.A.
Trust Department, P.0. Box 11007, Birmingham, Alabama 35288.

The answers to the interfogatories were drafted by Sherry E. Tucker,
Attorney at Law, 800-D Franklin Square, Chapel Hill, North Carolina
27514, telephone number (919) 967-3095.

I 1ook forward to hearing from you in the near future.

I am,

Respectfully,

Sherry E. ;;tker




fIt 1s my understanding'that the gift was not given in the
form of a loan, based: on information supplied by Snow, Stewart
& Strickland C.P.A.s, on: Exhibit B, attached hereto.

In 1977, it is my understanding that Mrs. Martha W. Webb
made a maximum non-taxable gift (i.e., $3,000/$10,000)
to Mr. William W. Webb and/or the family of Mr. William
W. Webb, based on information supplied by Snow, Stewart
& Strickland, C.P.A.s, on Exhibit B, attached hereto.

It is my understanding that the gift was not given in

the form of 1loan, based on information supplied by Snow,
Stewart & Strickland, C.P.A.s, on Exhibit B, attached
hereto.

Date of gift: 03/04/78.

Nature of gift: The gift was a life insurance policy.
Monetary value at date of gift: $6,000.00.

Purpose or occasion for gift: None stated on gift tax return.

Method used to give gift: Irrevocable Designation of Ownershiy




Sanexy E TUCKER
ATTORNEY AT LAW
906D FrAFELIN SoUARE
1000 B. FraRKLIN STREET
Caarzi Hoi, N. C. 27814
V19 9873008

Inted States
urn; for the
attached hereto

g 12/31/79, at
e marked as "Exhibit D".
It is my understanding that the gifts vere not in the form

of ~loans as is evidenced by the filing of U.S. Form 709,
United States Quirté?Ty“Bift Tax REturn.

In 1980, it is my understanding that Mrs. Martha W. Webb
made a maximum non-taxable gift (i.e., $3,000/$10,000)
to Mr. William W. Webb and/or the family of Mr. William
W. Webb, based on information supplied by Snow, Stewart
& Strickland, C.P.A.s, on Exhibit B, attached hereto.

It is my understanding that the gift was not given in
the form of 1loan, based on information supplied by Snow,
Stewart & Strickland, C.P.A.s, on Exhibit B, attached
hereto.

Date of gift: 05/08/81.

Nature of gift: Stock.

Monetary value at date of gift: $191,294.00.

Purpose or occasion for gift: None stated on gift tax




supp] éd by Snow,
_‘!liit B, attached

Date of gift: 04/04/83.
2.  Nature of gift: Stock.

3. Monetary value at date of gift: $77,986.00.

o 4. Purpose or Occasion for gift: None stated on gift tax return
5. Method used to give gift: 3,275 shares of Mead Common Stock
{NYSE) were given to Mr.Webb as is
stated on Exhibit F, attached
| hereto.
6. Supporting Documents: Copy of U.S. Form 709, United States
Gift Tax Return, for the calendar
year 1983, attached hereto and marked
as "Exhibit F".
e W TR I It is my understanding that the gift was not in the form of
ATTORNEY AT Law a loan as is evidenced by the filing of U.S. Form 709,
900-D Fmamxuin Sovans United States Gift Tax Return.
1890 E. FrANKLIN STREET
CmapxL Hivr, N. C. 87514




Supporting document

It is my understandtng thit“the ?ift‘wis not in the form of

a loan as is evidenced by the fi
United States Gift Tax,ﬂaturn

ing of U.S. Form 709,

In 1986, it is my understanding that Mrs. Martha W. Webb
made a max imum non-taxable gift (i.e., $3,000/$10,000)
to Mr. William W. Webb and/or the family of Mr. William
W. Webb, based on information supplied by Snow, Stewart
& Strickland, C.P.A.s, on Exhibit B, attached hereto.

It is my understanding that the gift was not given in
the form of 1loan, based on information supplied by Snow,
Stewart & Strickland, C.P.A.s, on Exhibit B, attached
hereto.

Date of gift: 01/19/87.
Nature of gift: Stock.




?H’t was mt in the femi_of
ing of U.S. Form 709, ‘

3 : f by the fi
Hﬁft Tax Return.

Suxsmy B TUCKER
ATTORREY aT Law
$90-D FRAVKLIN SaUARR
1000 E FRANKLIN STRERT
Cumarzy Hina, N. C. 87524
910 8873008




. “EXHIBIT A"

® a0

VY TP

#000 308000

-.ol- 4 b\.-




st e 201300 ‘wamy

co-Ko oR 'GFED 907

AT




o
James S.

ﬁhclosures

!

JSS/be

1210 SOUTH TWENTIETH STREET, P.O. BOX 10005, BIRMINGHAM
‘ @Q05) 933-7484  FAX (205) 9337250

EXHIBIT B*

ALABAMA 35202-0805







Staff Person Deborah Curry
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 Webb for Cor
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Yowler, III, .

pittee and Roy D. PFowler, III, as

treasurer, viotated C. § 441(a) (f) by knowingly accepting

an excessive contribution. Tho Commissgsion also found reason to
believe the Webb for Congress Committee and Roy D. Fowler, III,
as treasurer, violated 2 U.S8.C. § 434 by failing to accurately
report its debts and obligations. Subsequently, on May 17, 1987,
the Commission found reason to believe Mrs. M. Woodward Webb
violated 2 U.S.C. § 44la{a) (1) (A) by making the excessive .
contribution. Based on these findings, the Commission instituted
an investigation of this matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe that
violations have occurred.

The Commission may or may not approve the General Counsel's
recommendation. Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual issues
of the case. Within 15 days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (ten copies
if possible) stating your position on the issues and replying to
the brief of the General Counsel. (Three copies of such brief
should also be forwarded to the Office of the General
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of !undt !:ol I ta-ily nl-bo:. Based on the toroyo
CBlniloton on January 30. 1987, found reason to be
Woodward Webb, the Webb Committee and Roy D, Fowler, II-. an

treasurer, violated 2 U.8,.C, § 44la(f) by knowingly acclpting an

excessive contribution. The Commission also found reason to
o believe the Webb Committee and Roy D. Fowler, III, as treasurer,
violated 2 U.8.C. § 434 by failing to accurately report its debts
and obligations. On February 24, 1987, the Office of General
Counsel received a response from Counsel for William Woodard Webb
and the Webb Committee, Ms. Sherry Tucker.
The Webb response dated February 24, 1987, consisted of a
letter and answers to written questions approved by the

Commission. According to the Webb response, the $19,000 was a




Congress con-ittoe as . :hn nnxnn as oppoccd to havina‘!w _!bbb as

payee. requested that uhc issue the check to Webb tnr.cbngtoss.

Respondents assert “that the intent of the oont:ihutor.

Mrs. Webb, was merely to help her son with his financinl
situation.” Respondents explain that Mrs. Webb was aware that
the campaign was causing a decrease in income for Mr. ibbb, since
the time demanded by the campaign took away time from Mr. Webb's
law practice.

Finally, Respondents state that Mr. Webb acceptgd the
$19,000 check from Mrs. Webb as a loan for his congressional
campaign. There were no terms, interest, or definite due date
for the loan, just the understanding that repayment would be made
when funds became available. Since no funds have come available,

no repayments have been made on the outstanding loan balance.




‘truae\oftietr*to:-uxs.'wbbb. who st&ieﬂ”tﬁit'alﬁéi*t’?ﬁ;j

Mrs. Webb has made annual monetary or stock gifts to:ﬁr,":*

use alrhe deemed asppropriate.

According to Mr. Jaékqdn.
Indeed,

practice is expected to continue in the future.

Respondents state that the funds "given in 1986 were given with

; the same intent as other years, i.e. to be personal funds of
Mr. Webb and not given for the purpose of influencing a Pederal
Election."™ Based on the foregoing, the Commission approved
interrogatories and request for production of documents exploring
the pattern of claimed gifts of a personal nature received by
Mr. Webb prior to candidacy (1976-1986).
The initial response, received March 16, 1988, to the

Commission's request included a second affidavit from Mr. Jackson




‘ coplu ar'un. Iuhb's u.s. em: Tax mmrn- mma-a in uu

subnission as :oqunlead by tho Commission.

Due to the inadequacy of thei: response, this ottice
requested that Respondents submit a supplement. That response,
received on April 8, 1988, contained copies of Mrs. Webb's
Federal Gift Tax Returns for the years 1978, 1979, 1981, 1983,
1985 and 1987, prepared by a CPA firm. According to the
response, for years in which no gift tax return was filed,

Mrs. Webb made the maximum non-taxable gifts to Mr. Webb and/or
his family of $3,000/10,000. 1/

EZ According to the April 8, 1988, response, $3,000/$10,000 was
the maximum non-taxable amount for gifts. Ms. Tucker explained
that due to a change in the U.S. tax laws the non-taxable amount
went from $3,000 to $10,000 at some point during the time period
covered by the filed reports. Research indicates that the non-
taxable amount went from $3,000 to $10,000 in 1982. See 26
U.S.C. 2503. Since Respondents were uncertain of the year the
change went into effect, their reference to ($3,000/$10,000)

signals only that the maximum non-taxable amount was given in the
year that no return was filed.
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Committee during 19:5 - an “"‘? numb r. |

no Pederal Gift Tax Return for that ycarvuinco accordlnchR‘_,”
Respondents she made only the maximum uon-ttxnblo gife i
($3,000/$10,000) to Mr. Webb and/or his family. 2/
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I1. ANALYSIS
A. Contributions Under the Act

:

2 U.S.C. § 431(8) (A) (1) states that the term "contribution®
includes “"any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of

influencing any election for Federal office." An individual may

27 Tﬁe only question not answered by Respondents' submission
was item 4 regarding the purpose or occasion for each gift.

Ms. Tucker explained in a telephone conversation that neither
party (Mrs. Webb or Mr. Webb) could remember the purpose or
occasion for each gift. According to the submission, none of the
gifts were in the form of a loan.




N
o
S
L
L -
o

;ohugatious m mt poutleal ceuitmi ‘ mpoﬂ a

asount and nature of outstamling debts. : ooy

‘The issue in this matter is whether Irt. m
excessive $18,000 cont:ibution under the Act that wal knnningly
accepted by Mr. Webb and the Webb COulltgco. The tacts and
circumstances of this matter demonstrate that the $1§,000 loan or
gift from Mrs. Webb to Mr. Webb was for the purpose of
influencing a federal election and thus a contribution subject to
the limitations of the Act. '

The evidence indicates that the $19,000 payment 3/ from
Mrs. Webb to her son was in the form of a loan drawn on the
personal account of Mrs. Webb. The check was made out by

Mrs. Webb to the Webb for Congress Committee, as payee.

§7 Whether the $19,000 is characterized as a loan or a gift is
of no consequence. Both gifts and loans fall within the meaning
of contribution under the Act.
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vﬁpaudcntl allo,

omay to Mr. Wb dowld not:bo to lutlupnol 
vdid not live in uotth Catolina.

The evidenco 1n61eatcc that lts. Itbb kncw‘
for office; after all, she made a chock out tor 019.000 vith the
Webb Committee as payee. The expressed intcntlgt the‘cuntributor in
making the contribution in this instance is significant.
Respondents state that Mrs. Webb intent in making the loan was to
help her son financially since the campaign was causing a decrease
in his income. It is the view of this Office that loans to pay
living expenses of a candidate for the campaign period are
contributions under the Act. Thus, such loans are not excludable as

personal funds of the candidate. See Advisory Opinions 1982-64 and

4/ The timing and amount of the $19,000 loan is significant in
is matter. The North Carolina primary was May 6, 1986, so the
money was received by the Webb Committee within a month of the
primary. Moreover, the $19,000 represents nearly 90% of the
total receipts received by the Webb Committee for that reporting

period ($21,470).
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11 c.r.n. s 110.10

Under the Act tnnlcs ticoivuﬂ by a cundidate after initl&tiou
of his candidacy and du:ing the ca-palgn period are presumed to bt
for the purpose of influencing a !bdc:al election. Hence, such
monies are contributions under the Act. However, Commission
regulations at 11 C.F.R. § 110.10 provide an exception for monies
that constitute personal funds of the candidate. Pursuant to
11 C.F.R. § 110.10 candidates may make unlimited expenditures from
personal funds. The term "personal funds®" means, among other
things, those assets to which the candidate had legal or
equitable right to access to or control over and “"gifts of a
personal nature which had been customarily received prior to
candidacy; . . .." 11 C.F.R. §§ 110.10(b) (1) and (b) (2).

Respondents' view that the $19,000 loan constitutes personal

funds of the candidate under 11 C.F.R. § 110.10, however, is




ﬁto use lt.iu tn.i
Mr. Webb had 'Guhplqt. . . 1 :
directed and the funds bad v»ted in Mr. l«hbat the time his
mother offered him the money.® SCction 110, 10¢b)_1 _&! the ;

Commission Ragulgtlpns. however, requires that at the time a

person becomes a candidate that there be access to or control

over the asset, and that the candidate also have legal title or

an equitable interest in the asset. Here, the check was drawn on

0408427

the personal account of Mrs. Webb, and there is no indication

9

that Mr. Webb had the requisite assess to or control over funds
coupled with legal or equitable interest until Mrs. Webb gave him
the check for the $19,000. Consequently, the exemption for
personal funds at 11 C.FP.R. § 110.10(b) (1) does not apply to the
transaction in question.

Second, Respondents argue that $19,600 was a gift of a
personal nature that had customarily been received by Mr. Webb

prior to candidacy. To support this argument, Respondents rely




V‘jgiving gt!tn ninn ynata yzlor to tho y.uz u:. Ibbb_:an !or otfico
is sufficient to uub‘.ush um.’ the $19 000 loan wa ,a'gm: ofa
personal nature and thus oxc-pted from the conttlbutlon limits ot

-

the Act.
It is the opinion of this Office that Respondents' reliance

on 11 C.FP.R. § 110.10(b) (2) is misplaced. The facts of this

matter indicate that rather than being a gift of a personal

l

=2

nature, the $19,000 loan from Mrs. Webb to Mr. Webb was made in
anticipation of a Federal election and was related to a campaign
for Pederal office. Compare Advisory Opinion 1988-7. 5/

While the facts indicate that for the past ten years

Mrs. Webb has made gifts of cash and stock to her son, the

§7 In Advisory Opinion 1988-7, a $20,000 gift received by an
undeclared candidate” for the years 1985-1987, was viewed as
being of a personal nature, rather than in anticipation of or

} related to a federal election campaign.




note that tho $19,000 1oan now clai-ﬁ an L3 gi!t was nut

mentioned on the U.8. Gift Tax nntu:ns £iled by Mrs. ﬁb

According to Respondents, no gift tax returns were !iloc adrlng“

1986 because Mrs. Webb made only the maximum non-taxablo_gift
allowable under the law ($3,000/$10,000) . Thus, the evidence

_ indicates that Mrs. Webb did not consider this a gift for Federal
: . Gift Tax law purposes. As noted, supra at footnote 2 p. S,
Respondents did not submit the purpose of each gift made by Mrs.
Webb to Mr. Webb from 1976-1986. The evidence, however,
demonsgtrates that the purpose of $19,000 differed from past gifts
in that it was cleatlj f;; the purpose of influencing a Pederal

election.

6/ As noted, supra at p. 5, the pattern of gifts, for the most
part, alternated between cash in even numbered years within the
non-taxable limit of $3,000/$10,000 and stock (amounts

substantially above the non-taxable limits) in odd numbered
years.




for Congress tee and Roy
treasurer, violat.d 2 u;s.c. § 441a(D)

it “j!and.noy‘n. ‘Powler, III. as traatu:or.
violated 2 U.8.C. § 434(b).

3. Pind probable cause to believe Mrs. M. Woodward Webb
violated 2 U.S.C. § 441la(a) (1) (A).

[0 / g’/ﬁ'}’

Date
Genetal Counsel
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This is to acknowledgermipt of your lettét of October 11, 1988,
on this the 21st day of October, 1988.

Sincerely,

M& ASVE 75

1%
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General Counsel .~ .
Federal Election Commiss:
Washington, D.C.:

a

RE: MUR 2336 1
William Woodward Webb, et al

Dear Mr. Noble:

Enclosed please find the original’iespo‘nd‘ents' Memorandum of Points and Authorities, Exhibit
A and Exhibit B in the above referenced case.

These originals were inadvertently omitted from the envelope which contained the three
copies of such that were mailed to you on November 4, 1988.

1 apologize for any inconvenience this may have caused.

Sincerely,

Sherry E. Tucke

enclosures: originals
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xn 1985-1986, William Woodvard !liohb m a candidata for
Congrcu from the Fourth Congressional District of North Carolina
in the Democratic primary. There were three other candidates and,
on May 6, 1986, Nr. Webb placed third in the primary. election.

‘The victor (David E. Price) who later went on to -defeat the

incumbent Congressman expended over three gquarters of a million
dollars ($755,048) to be elected to the United States House of

Representatives.

In 1987-1988 Mr. Price has already expended $577,058 to retain
his seat in Congress, and he has raised $647,999. His Republican
challenger has, to date, expended $446,435. Neither candidate was
faced with a primary election! See Raleigh, N.C. News & Observer,
October 27, 1988, article based on federal campaign finance reports
submitted by the candidates.

According to a recent report in Time magazine (October 31,
1988), by election day, the two presidential candidates will have
expended nearly $70 million each. In the opinion of the authors
of this report PAC contributions and corporate donors have made the
1988 national campaign (including Congressional races) "the most
free-spending in history". 1In 1987, the AT&T PAC expended $1.45
million to support 398 Congressional candidates. In 1986, United
Parcel Service contributed $616,000 to more than 300 members of
Congress. In addition to direct contributions, corporations and
PACs are funneling “donations®™ to the political parties at the
national, state and local levels thereby circumventing federal
election laws. This type of contribution is commonly referred to
as "soft money", and in 1988 it will amount to $100 million evenly
divided by the Republicans and the Democrats. Great Western
Resources of Houston "donated™ $100,000 to the Democratic Party

1l
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" while ARCO of Los Anqolu “donated® $135 000 to the Rapubu

$85,000 to the Democrats. Their tear, ‘ostensibly,
Congress will attempt to balance the budgot, in part, by in
taxes on gasoline, [In this regard, one cannot help but
the salutary impact on the deficit if all these political ¢
funds were dirlcted toward the Federal Treasury.] A view ex
by the President of Common Cause is that "Congress is
corrupted® by contributions that *"buy influence and de
meaningful elections®.

General cwnsel's Office of the Commission is contanding
sum of $19,000 given to the Respondent by his mother on :
1986 was made illegally "for the purpose of influencing a £
election". In its analysis as well as in its odd conduct in
case, the General Counsel’s Office has exalted a simple, persona
transaction between a mother and her only child (and heir) into
some type of sinister and corrupting attempt to influence the
outcome of an election in violation of federal law. To allow the
position of the General Counsel in this case to prevail, in the
face of the real and overvwhelming evidence of attempts to influence
and undermine elections as set out above, would constitute the
acceptance of an expedient (albeit incorrect) characterization over
the reality of a benign situation. As such, it would be a travesty
of justice.

IT. ARGUMENT

For some unknown reason, from the outset of this proceeding
it has evidently offended the General Counsel’s Office that Mrs.
Webb has been in a position and has seen fit to provide gifts to
her son over an extended period of time. Nonetheless, it is a
matter of fact that Mrs. Webb has for over 30 years been giving her
son taxable and non-taxable gifts of stock, cash and insurance
policies. See Affidavit "A". The record in the instant action
reveals a prolonged history of such giving (1976-1986). Respondent
has presented evidence which fully substantiates his argument and
which fulfills the "personal funds" requirement for exemption as
is defined in 11 C.F.R. 110.10(a) and has also met the two-pronged
test of the 11 C.F.R. 110.10(b)(2) exemption, i.e., (1) the gift
be of a personal nature and, (2) the gift be customarily received
prior to candidacy. To substantiate the "personal funds"
requirement, Respondent has presented evidence that the funds were
offered to him by his mother and he accepted the funds; he then
directed that the check be written to " Webb For Congress". The
"personal nature"™ prong of the test in (b)(2) is satisfied by the
evidence that the funds were offered to the Respondent by his
mother. The "customarily received " prong in (b)(2) has ten years
of physical evidence to substantiate it. The General Counsel’s
Office has erroneously applied the evidence presented to the test
of C.F.R.110.10(b)(1) and it is not necessary that the funds of
the Respondent meet the requirements of more than one section of

2




Contrary to the aoncluion ot quul COuml's otﬂee, :
there has never been any type of tt‘rn of giving (see Affidavit
"B"), and the assertion that a mntion from a perceived pattern
establishes a violation of federal election law is about as logical
and meaningful as a suggestion that since a full moon was out when
Mrs. Webb made all of her gifts prior to 1986, the presence of a
quarter moon at the time of the 1986 gift established that there
was some different (and sinister) motivation behind that gift. The
General Counsel’s Office has attempted to impose a much stricter
standard on the "customarily received® test than is required by the
regulation. The regulation does not at any place state or imply
that there must be a definite pattern of giving or type of gift,
but rather, that there must have been an established practice of
giving gifts. Moreover, as Mr. Webb has explained on several
occasions, the funds were taken with the understanding that they
would be repaid if he were victorious in the election (or if his
post-election debt retirement functions were successful) and
otherwise they would be accepted as a gift. The 1987 gift tax
return would naturally have been amended early on to reflect that
a loan became, by unfortunate necessity, a gift were it not for the
protracted nature of this case. Of course, final disposition of
this case will govern the appropriate tax treatment, at least by
the taxpayer. [Mandated reimbursement of the funds obviously will
not require any amendment to the return.]

The Respondent has consistently advanced the argument that the
$19,000 received from his mother fell within the purview of the
exemption regulation found at 11 C.F.R. Section 110.10 which
defines "personal funds"™ as, inter alia, "gifts of a personal
nature which had been customarily received prior to candidacy...".
This argument has been advanced because it is the truth of the
matter notwithstanding the efforts of the General Counsel to draw
an attenuated and different conclusion from an undisguised, if
naive, transaction between an only child and his mother, based on

3




separate occasions, (October 23, 1987 and
Respondent, once again in writing, express
have this issue of whether the $19,000
nature...customarily received prior to candidacy® resolv
United States Attorney for the Eastern District of North Caro
This offer which could have abbreviated this case and result
cost savings to the parties was summarily rejected without
explanation, an action that may well betray the lack of confidence
of the General Counsel in her position.

CONCLUSION

The current matter which has, to date, been pending for almost
two an one-half years since the primary election was held should
be dismissed. There is no legitimate reason for the type of
transaction under review in this case to attract the time, talent
and resources of the Commission and its legal staff (which
hopefully have more important affairs to handle) and the time and
resources of the Respondent and his family.

Furthermore, dndfﬂ

III.

Respectfully submitted this 3ﬂ' day of November, 1988.

mh_@._\_su&m._
Sherry E. cker

Counsel for Respondent
800-D Franklin Square
Chapel Hill, N.C. 27514
(919) 967-3095
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k¢ Ly D.C. to vﬂuit a friend of hers. :
' were in Washington, my mother inquired about_rqf
given the fact I was away from my law prachice forr

long' perio& of time while campaigning. I told her that my income s b
‘the law practice had decreased significantly. :

: 4. When she offered to help me out, I gladly accepted on the
express understanding that whatever funds she gave me would be repaid if
I won the election or if I was able to retire my campaign debt if I
lost. I also told her that there was a possibility that I would neither
win nor be able to raise debt retirement funds after the election. She
responded that we would deal with that later.

5. The simple fact of the matter is that since the only hope of
repayment of the funds came fraom a victorious campaign, my mother wrote
the check out, in the amount of $19,000, to the Webb Committee. That is
the way I told her to draw the check.

6. Since 1956 my mother and deceased father have been providing
gifts to me in the form of cash, securities and insurance policies.
Several trust funds have been established and are administered by Am
South Bank. I can recall annual gifts having been received since 1976
although I know I received gifts prior to that year, probably on an
annual basis.




Sworn to to' and mbscribed 5efore me
this 31st day of October, 1988.
i ot
Notary Public
My Commission Expires:

ELE LS ey




mmmmammmmﬂm nm
2. mofﬂzinﬁomutimomtdmdinthiaafﬁanﬂt“h¢m

Trust Division of AmSouth Bank.

3. In comnection with the amnual gift program of Mrs. M. Woodward
Webb to her son, William Woodward Webb and to his family, there never
has been any special reason behind the selection of cash or securities
other than the customary reason of tax considerations, availability of
cash or securities, and similar considerations. Even when gifts in
excess of the annual exclusions were made, they were made after similar
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accurately report its debts and ‘aﬁxigaﬁ_éﬁs-:r- on May 27,

the Commission found reason to believe n:b;:u. ﬂboﬁﬁiidflthh g{i.
violated 2 U.S.C. § 44la(a) (1) (A) by making the excessive
contribution to the ﬁbbb Committee. On October 11, 19681 the
Office of the General Counsel sent a brief to the Respondents
recommending that the Commission find probable cause to believe
that the cited violations occurred. On November 7, 1988, the
Office of the General Counsel received from Respondents their
Memorandum of Points and Authorities and two exhibits in response
to the General Counsel's Brief. (Attachment 1).
II. ANALYSIS

The Office of the General Counsel relies chiefly on the

legal analysis set out in its brief dated October 5, 1988.




-«
™N
~
e
on
(]
O
N

'ae':wa.;gm. |

make it clea: that

of a personal natn:' within the'

therefore was a conttihution undcr tho Act.

Respondents claim to have explained on numerous
that the $19,000 was a loan to be tepaid if the canpaign nls
victorious, and if not to be accepted as a gift by Mr. Ibhh;‘
(Attachment 1, page 4). Initially, as the General Counsel's
Brief recounted, Respondents' explanation of the transaction has
continuously evolved in the course of the investigation; in fact
this is the first time Respondents have explained the $19,000 as
a campaign loan that would turn into a personal gift in the event
that Mr. Webb was unable to raise the funds to retire the debt.

Moreover, this new explanation completely undermines Respondents'

argument that the transaction was a "gift of personal nature"®

within the meaning of the regulation.




:'thttarorc. tbe 319,000 loan was m- 'in mticipation ot a ‘rm

ehetion and pmvldod diuct nuppo:t fot the candidato'c
campaign. Conuquontly. the $19, 000 loan to the Webb cwltt«
from Mrs. Webb is a contribution under the Act.

III. DISCUSSION OF COWCILIATION PROVISIOWS AND CIVIL PENALSY

RECOMMENDATIONS

1. Find probable cause to believe William Woodward Webb;
Webb for Congress Committee and Roy D. Fowler, III, as
treasurer, violated 2 U.S.C. § 44la(f).







1889, do hereby

of 6-0 to take the following actions in MUR 2336:

1.

Find probable cause to believe William
Woodward Webb, Webb for Congress Committee
and Roy D. Fowler, I1I, as treasurer,
violated 2 U.S.C. § 44la(f).

Find probable cause to believe the Webb
for Congress Committee and Roy D. Fowler,
III, as treasurer, violated 2 U.S.C.

§ 434(b).

Find probable cause to believe Mrs. M.
Woodward Webb violated 2 U.S.C. § 44la(a) (1) (A).

(continued)




Marjorie W. !
Secretary of the Commission




“accepting an mﬂu

‘ found that there 1s probal

ress Committee and Roy D fhifae o8
£, violated 2 U.S.C. § 434 by falung ;to
ts and obligations. Additionally, the
. and tha _ gobable cause to believe :
Mr : ' : U.8.C. § 441a(a) (1) (A) by uung
“the omnin contribation.

. The Commission has a duty to attempt to correct such
violations for a period of 30 to 90 days by informal methods of
conference, conciliation, and persuasion;, and by entering into a
conciliation agreement with a respondent. If we are unable to
reach an agreement during that period, the Commission may
institute a civil suit in United States District Court and seek

plmt of a civil penalty.

lnclmd 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 ponalty, to the Commission within ten days.
I will then recommend that the Commission accept the agreement.
Plcau make your check for the civil penalty payable to the
Pederal EBlection Commission.
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Dear Ms. Curry:

This is to inform you that William ubodward Webb has returned the
funds in question to Mrs. M. Woodward Webb. Enclosed please find
a notarized Acknowledgement of Receipt which is signed by Martha
Woodward Webb and the copy of the check in the amount of $18,000.00
dated March 14, 1989, drawn on the account of William Woodward
Webb and Mary Grimes Webb, made payable to Martha Woodward Webb and
signed by William Woodward Webb.

It is our opinion that the return of these funds resolves the
issues and constitutes full settlement of this matter.

If you have any questions, please do not hesitate to contact me.

Sincerely,

L Voe
Sherry E. cker

—————

enclosures: Acknowledgement of Receipt
copy of check

copy: William Woodward Webb













believe
Roy D.

2 U.8.C.
Mrs. M.

report u- debts and obligations. ,Hﬂl
found probable cause to believe Mrs. M. Woodward ' w.ub wiblatea

2 U.S.C. § 441a(a) (1) (A) by making the excessive contribution to
the Webb Committee.







~ #he Commission and Respondents are within the statutorily-
sandated pcriod for comnciliation.

The pacties, however, appear far
from an acceptable agreement and further conciliation may not be
fruitful. _

Therefore, it is also the recommendation of th!i Office that
the Commission authorize civil suit in the event that an

acceptable agreement is not reached within ten days of




Attachments
1.
2.
3. Letter and Proposed Agreement

Staff assigned: Deborah Curcy




Amen th.{lpttor and cnncililtinn agreement

- rec id in the General Counsel's report
dlt.i,hl 11, 1989, and take no further action
aqaﬂu!t Irl. M. Woocdward ﬂhhb

AuthOtizo the Office of the General Counsel to
file a civil suit for relief in the United States
District Court against William Woodward Webb:

Webb for Congress Committee and Roy D. Fowler, III,
as treasurer.

Commissioners Aikens, Elliott, Josefiak, McDonald, McGarry

and Thomas voted affirmatively for this decision.

-~

Hilda Arnold
Administrative Assistant




'-'_ﬁmu propoaed ag:cmnt within 10 &




staff Assigned: Dchw Cutty i
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tifr.s lotion ror eulnary Judsment is hereby
‘ and !ujunctive relief 1n accordance

‘set at $5,000.00.

JUDGMENT FILED AND ENTERED THIS 2nd DAY OF JANUARY, 1991, AND COPIES MAILED TO:

Charles W. Snyder, Esquire
999 E. Street NW
Washington, DC 20463

Randolf Palmer Sugg, Esquire
Broughton, Wilkins & Webd
411 Fayetteville Street Mall
Raleigh, NC 27602

—January 2, 1991
Date




The material facts in this case are undisputed. William "
Woodward Webb was a candidate for the United States House of
n.p:....mm. in 1986. Near the end of the eanpaiqn, Mr. Webb
traveled to Washington, D.C. with his mother. Dﬁrinq that trip
his mother, Mrs. Webb, asked Mr. Webb about his financial .
situation. Mr. Webb stated to her that because of the campaign

he had suffered a loss of income due to the time spent away from
his law practice and the expenditure of personal funds for the
campaign. Mr. Webb indicated to his mother that some form of
financial assistance would be appreciated. Rather than making it
a gift to him personally, Mr. Webb decided that the money from
his mother should be made as a loan to the campaign. A check was
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atmwcmmmlnttmmthucuobyhhml
n.thod-, tha Conlislion anthntis.d th. £filing of this actiau

The Commission claims that the defendants have violat-d'thp‘
Federal Election Campaign Act. Under Section 442&(&)(1)(&i'of'
the Act, no person may make contributions to any candidate or his
authorized political committee with respect to any election for
Federal office which, in the aggregate, exceed $§1,000. A loan or
a gift is considered a contribution. 2 U.S.C. § 431(8)(A)(1).
Candidates for federal office are prohibited from accepting
contributions that exceed the Act'’'s limitations. 2 U.S.C. §
44la(f). 1In addition, the Act requires that political committees
report to the Commission all loans received, the identification

of each person making the loan, and the amount and nature of
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.hohadqim‘,t:o”m ,m_m‘ ks ida ift w
distinct in the fact tm-.' it vas given to Mr. m--- ect:
committee and not to u:. ll-bb di.r-ctly.,‘ In ndﬁitm, thu '
defendants have stated that it vas a loan to the Committes et
Mr. lhbbhopeduouldhcpaidbacktohumﬂnrhymmm&m
Whether it was a loan or a gift is of little importance. What is
important is that the money was given directly to the Committee
and not to Mr. Webb. Merely because Mr. Webb had received gifts
in the past it does not follow that this particular loan was
customary or of a personal nature as required by 11 C.F.R.
110.10(b)(2). This gift was made at the request of Mr. Webb and
as a direct result of his candidacy.

Section 431(8)(A) of the Act defines contribution as money
given "for the purpose of influencing any election for Federal
office." . It is clear that the money was given in order to
influence a federal election. The money was paid directly to the




»app:opa:iat. on Countl m lild mﬁot thc B e
that Mr. Webb, the Committee and the couni.ttu"

Roy D. Fowler violated 2 U.S.C. § 441&(£). !uzth.r,;:hj_
Commission is also entitled to Summary Judgment on couht}th!lo of
the complaint because the Cosmittee violated 2 U.S.C. $434(b) by
falsely reporting the source of the $19,000 as being Mr. Webb

rather than Mrs. Webb.
RELIEF

The Act allows the court to grant " a permanent or temporary
injunction, restraining order, or other order, including a civil
penalty which does not exceed the greater of $5,000 or an amount
equal to any contribution or expenditure involved in such
violation, upon a proper showing that the person involved has
committed ... a violation of this Act.” There has been a proper
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a subltmm etvil pmlty.  The court finds that a
penalty lhmld be nccund The detmdants did not act m"bld_
faith vhen they r.proc.ntsd in their campaign reports that the
money was from the personal funds of Mr. Webb instead of funds
from a relative. It is apparent that the defendants and Mr. ‘wobb
in particular believed that the money from Mrs. Webb was similar
to money he had been given by her in the past. Additionally, by
asking his mother to make the check payable to his election

committee he was hoping that he might be able to repay it.
However, after the Commission began investigating Mr. Webb
and his coomittee, the facts show that Mr. Webb and the Committee
were not completely candid with the Commission. Throughout the
investigation, the defendants showed an insensitivity to the
election laws. The Committee failed to reply to notices sent by
the Commission, and when Mr. Webb finally spoke with the
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UNITED STATES DISTRICT .

{ certity the foregong 2
and correct ccpy ot the original.
J. Rich Lennard, £
United States O
gastern District ¢
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