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PUBLIC RECORD IN (CLOSED) MUR 233&



7::E ?EDERAL ELiECTION COMI3,310

In the Matter of

William Woodward Webb; ) MUR 2336
Webb for Congress Committee, a
Roy D. Fowler, III, as treasurer; ) Jmuu .JL
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, III, as treasurer ("Webb Committee"), violated

2 U.S.C. 5 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, III, as treasurer, violated 2 U.S.C. S 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. § 441a(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, III, 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,

III, as treasurec, 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

Date

Staff Assigned: Debby Curry

BY: _

Lois G/Lernier
Associate General Counsel
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The analyst explained that the goal of the FederalCounse.
Commission is the public disclosure of campaign f1ii,
activity. The analyst stated that he would not assistt*
candidate or the Committee in circumventing federal taw.
The candidate asked if the analyst was a lawyer. TIe
analyst stated that he was not The candidate ref used-'to
discuss this matter further and stated he would talk only to
an attorney from the office of General Counsel.

A RFAX 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 saY
have received excessive contributions from individuals.*T;W
Committee was also advised that if it had received excesstv*ol
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 failure
to respond to the RFAI (Attachment 10).
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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 f iled 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.

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None.
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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 Comission may take further legal steps
concerning the acceptance of excessive contributions,
prompt action by you to refund the excessive ammnts
will be taken into consideration.

An amendment to your original report(s) correcting the above
problem(s) should be filed with the Clerk of the House -of
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asked what would happen if the candidate''s mother did not Cash the chstk. itteo analyst
explained that the loan could not then be consideredt h ve been repaid. ., Merkel

then asked if it would be acceptable for the candidate's mother to send a:'etter to
the Commission stating that the $19,00 loan has-been reattributed to herself and
fifteen (15) other family mbers such that no one meumer would contribute more

than $1,000. The analyst explained that the loan would still be consideredexcessive

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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This matter was generated by the l6 Mtt AI I4 ivitO n

0
after a review of the disclosure reports of-thO Webb fOr Congress

Q Committee (hereinafter *Webb Comnitee
=).

SUMMARY OF ALLEATIOS

01The RAD review revealed that the Webb Committee May have

received an excessive contribution. The money in question 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



pag ktse nt# ),pg l.-•... ... .on July 14ec96A'i"ort 1986, an Aedd2

c Ontacted u 3 6athe oCanaidate i, Wita U odvad te a t

(Attachment l, page 11). The RD analyst explained to eMr Webb

that it was not clear if the loanaWas from the candid
.at.s

personal funds. The candidate stated that the loan was fo his

personal funds and that he would provide a statement 
to thet

effect for the public record. On July 16t 1986, an Amended 12

01- 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



... . tt wI ....epottinmi bl 16 .i 
1t S

debts **,t pi. r ebbsadte .diEr

reporting obligations. The cahfida* aske ..

checks to repay the loans& The PAD sanays t '4V~I*be

o could and told him how to properly report this tr *1tt #U.6 1

Mr. Webb then asked if he did this and then told, the nIdIvidual

receiving the loan repayment not to cash the check, bat 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

received excessive contributions from individuals. 
The Committee



Mr. Merkel ad a k ed . 40t,: to: / W, t, 4

the matte* eb~ ht3 mti41$ ~ E eI

about the matter.

On October 16, 196, Mr. Kerkel contatot a M alyet

(Attachment 1, page 18). The RAD analyst explained to Mr. Nerkel

that a response to the hAlI 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. S 441a(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 R&D analyst told

Mr. Merkel that the candidate could repay the loan from his



that the $19,000 1Zos baasheen r*-.ttIbtt*

'it '(15S) other family JN0*1etE uc Or" bast

contributed more than $1,000. The 'PADanaIlYst *zPlX& tl that the

loan would still be considered excessive since theorigi51

source of the loan was still the candidate's Mother. Mr. Nerkel

said that he would talk to the candidate and a response woold-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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Veplr ted acourotoly and pp ry toi~s* te &onftan *

of outstanding debts.

The issue raised by this referral is-wb her 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 441a was violated by Mrs. Webb and

possibly other family members. Information regarding, among

co)
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~3~W oh~t~4~*,thoe #towh i cht he c&Odi~et@ hadlga

equiableright of access or Control.11C R.S100

such legal right or equitable interest coud be shown te

Mr. Webb could make unlimited expenditures from such 
funds*

11 C.F.R. S5 1.0

Hoveverr this does not appear to be the case according to

the information provided in the referral materials. 
in his

conversation with the R&D 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,



2. Pid rta "to believe 'Wi

~ (~QW~ttee and

violated 2 Ues*Co 5 441a*(t) of ' Ih

ACt of 1971, as axe ndeI.
o 3. Find reason to believe the Webb for COngt, S ' 1 tueand

Roy D. Fovler, III, as treasurer, violat 2 U.S.C. i.434(b)

of the Federal Election Campaign Act of 1971,..s amede

4. Approve attached letters and questionsl and

5. Approve General Counsel's factual and 
legal analysis.

Charles N. Steele
General Counsel

Date!!:e na

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

Legal Analysis (2)



V*

Caa- n A...of 19 , -

3. Find reason to believe t*W WN6
for Congress Comittee MayID.

o Fowler, II, as treasurer, violated
2 U.S.C. S 434(b) of the Fei4ral
Election Campaign Act of 1971#.Ias,
amended.

4. Approve the letters and questions,
as recommended in the First General
Counsel's Report signed January 27,
1987.

5. 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:

Date Urjorie W. Emmons
Secretary of the Commission
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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.
S 111.1(d). Upon rcipt of the request, the OfTTe of General
Counsel will make recofendations 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

4~

0



qgati:

For your ita'Vf* oti*nwe have ati
Of- the commissioUn's prOqeures for h~i
of the Act. f you have any quet1tion
Curry, the attorney assigned to thisI Sat

Sincerely,

Scott E. Thomas
Chairman

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

I 0%
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proposiny amn aqreemvnt in settlement of the matter or
recommendltq declining that pre-probable cause conciliation be
pursued. Te Office of General Counsel may recommend that pre
probable cause conciliation not be entered into at this time so
that it may coMples its. investigation of the matter. .. ?urther,
requests for pre -ptbable cause conciliation will not be
entertained after briefs on probable cause have been mailed to
the respondent,
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After the primary in May, the Staff quickly. disbanded and sought jobs elsewhere since

01 ~the Webb for Congress Comi ttee -had no more funds. Every effort was made by the Comitte

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 m 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 Comission after the notices sent by the RFAI on August 5, 1986, and August 28, 1986.

According to 2 U.S.C. 1431(8)(A)(i) a contribution includes "...any gift, subscription,



,ath state of North Crcli
the bel ief that the funds wO

'hisvpersonal funds and wr
in any wy whatsoever. Mv '.

and he chose to use those fwnd

tunethe oeoctfoon
tamer -he~t

tie assume that the responses, to. the. interrogt es pigthis letter will serve to set
the record straight. Please InfOm m ofm any.oether ifttie you may need to resolve
this matter as expeditiously as possible.

Alternately, it seems to me that if the Commisslon does not believe that the $19,000.00
were personal funds of the candidate, which they, as the ointerrogatories state, were,
then from reading the information in the GCFLA, the Comittee (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,

0

0
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about, March 59 1986. WS. Webb 9V ,tIw 0Udt* *aCh~k in the amount Of $19,000.00

accepted as aloa for his,,Cof SfiOI 1 campaign. LTher " were no terms, interest,

ite due date . -The t o- . o0 .hat ..... , t .e. or " W n ed. (See preamb le



Am&- d- '"-ti to tbe ' ,

*anddat*or cow'tte m

queetion ,ay have been a loa of (c , f*, a r :

lased on the foregoing, the Caission O ninty 3 A |7, fo'k

reason to believe William Woodward Webb, the Webb Clttee an

toy D. Fowler, III, as treasurer, violated 2 U.S.C. S 441a(f) by

knowingly accepting an excessive contribution 
and the Webb

Committee and Roy D. Fowler, III, as treasurer, also violated

2 U.S.C. S 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.



not make contrtbut

*zest of s4,oo 4
which exceeds the .COnt Abutio i+ 1w*tS*ion -.0"

11 CFR S lO0.7(a)(i) I(All*PU W~~~ *i,~~

unlawful the acceptance of elceSsit VC"OntributinS-byand .idates

and political committees. 2 U.S.C. S 441a(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. S 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. S 110.10(b).
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0 iterest, or definite due date, J1st, the unertandi.49t~ ~*

would be made when funds became avaiUblia (Attachment l g

0 Since, according to the Committee, fWns 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



'77A

M r . t Qap ao the Web esp onsid t ae a t s .n t d e
AD~~ Ac t and'' s'

tbhit *tesuject to the conttriLbution lim'itations o01h, At

(gee AO.' 1919--40 and l982-4 i Bee* 1#~fl15)

o it appears from the Webb response, 'thatMs"ebde h

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

ampaign 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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"roul~tod W ,h

i-. Couuissioner A1iontt -_______.___

. Commissioner Josef jak ,,,_______

.. Commissioner McDonald __________

SCommissioner MlcGarry _________

Commissioner Thomas

This matter will be placed on the Executive Session

agenda for Tuesday, June 2, 1987.
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C nesR otieI10, 1

Caomissioners Aikens, Elliott. Josefiak, Nc w44

McGarry, and Thomas voted affirmatively for the decision.

Attest:

1,4 0100/AL A

Date jorie W. Eons
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

/Jwl
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rag V,

Curthe attoICey aasI neWd, to this mStt.:v#at2(

0 Chairman

0 mnclosures

- General Counsel's Factual and Legal Analysis
procedures
Designation of Counsel Statement



Wband the 777h "VR14

torm of a loa4P from ai4W ebr.Uy4~*

4* question Is htheot not the $19. 00 * OM t 8 a"

0 f unds of the candidate or a loan frome a 910ber t ofte am*4*t

family. Disposition of this question.i i~tlto a

Co determination of whether or not a 2 U.S.C. 4aa 1 A

violation has occurred.

2 U.S.C. S 431(8) (A) (1) states that the term '0contribution'"

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.0 An individual say



and bad ;' b te o

?be9NOW0 "v eue b adiaeiWhecnagO. utid

wrttcnaga e a i. penty (nd hsi o*la

fron the peab rer - nrWebb dieedrws.MWebb$,ak che co

$19,000 'to be used by the candidate in the campaign, or outside

the campaigne as he saw fit-' Apparently# (and this Is not clear

from the preamble) Mr,* Webb directed Mrs,* Webb to sake the check

for $19,000 payable to tbe Webb for Congress Committee.



question 213 glvto -*Er.Webb to, a in 1b

Nd be hapendto a" t*tb o "*fund trot r*te a 4
0 Third* the Webb Cmite otends that:M. bbs urpose i

making the $19v000 was not to inf luenc* the election !Since sh

- 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

A 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.



Not k4 ebhe14 he

ibto under l 4) (1) (A)

0 eCo mmiuet8,tee va notperOW -.1 funds of te by ore. 3

C3 the $1,000 individUal COStribqti@D limit Of the Acts

The Office of General Counsel recommends tbat the Commission add

Mrs. Webb as a respondent to the matter and fLnd reason to believe

Krs. Webb violated 2 U.S.C. 1 44la (a) (1) (A).

Y "oh Webb response states that if the Comission does nt
-elieve $19,000 to be personal funds -of the candiate,- theywald

either refund the excessive sounta and notify the Commissiont

has done so or the Committee Could treat the $l0,OW as loan and

repay it as such. in any case, a violation occurred Un rs.
Webb exceeded the $1,00 contribution limit of the Act"* An

subaequent refund of the monies could only be considered in

mitigation of the apparent 2 U.B.C. S 441a(a) (1) (A) violation.



P. ZvOu *Now ft Ai ck 1-, wt bowi nwy ~'bt
~*R~ttPe~lesimply requested be de avwilaloeiY . r~ ebhas 0Datmeily 04 8pifCsmlif

e~w.to her W' o iv t7 O~ er lVo16)pt1
candidc. Consequently, it"Witu se*that the 519,

woul fa1 within the contribvtion-limitation exctio
* 110.10 (b)(2), particularly inviewOf the judicial,
the Act is to be liberally construed in favor of re

However, it is now apparent that notwithstanding the.,
of the parties involved you have rejected the position L

$19,000.00 loan from Wr. Webb's mother constituted personal



reply an~d ,tiCe- of aly fu roler .

N$ incerely',yours,

co

C)



Liu,

ii.

I' SAM5:

0

SO= 103:

BUSIUM PUOU:

lfrs. LVNib4 ~b

3612 Cotry Club Road

Birmingha, AL 35213

(205) 871-3035

none



IN : the xesv otouto;o1h

._1987y th*,Commisston received a response 
f ton Counsel for a&11 thO:

o above-Mentioned Respondents requesting pro-probable cause

conciliation (Attachment *

11. ANAYSIS
the subission 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 p C.F.R.S 110.10 for personal funds.

(cttachment pages 1-2).



0)

IV. RBECOMENDATIONS

1. Enter into conciliation with William Woodward Webb,Webb for Congress Comittee and Roy D. Fowler, III, as
treasurer, and Mrs. 4. Woodward Webb prior to a finding
of probable cause to believe.
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y* eens "COPA*SOI~

as ±4 at terama s) chocked:

CoissinerAiI"eU5

cosission@ Elliott X

Conissioner josef iak .

Commissioner McDonald

com issioner McGarry

Comuissioner Thomas

This matter will be placed on the Executive Session

agenda for Wednesday, September 9, 1987.

Please notify us who will represent your Division

before the Commission on this matter.



"W e dattahAdto
Lreport dated August13 ° .

Commissioners Aikens, Elliott, josef iak, McD.nald, and

megarry voted affirmatively for the decision; CogmiSsioner

Thomas dissented.

Attest:

e arjorie W. hemson
Secretary of the ComWiss ionuAte



remissionh d.eermined,
reabing a conelit
prior toa finding of p

2et ion Comisia
Vobb, Webb for ~

49) by knowingly
'Lon also found & "0"
DeFowler, III# to
,W ilngtoaccumael

WO May 27, 1967, the
I.*, N. Woodvard Webb violated
*0 excessive contribution, to
,* on September 9, 1987, th
negotiations directed towards
1 settlement of this matter
i to believe.

anclosed is a conciliation agreement that the Commission has
ap~oved in settlemnt of ths matter. If your clients agreewith the provisions of the e ed agreement, please sign and
returnit, al with the civlpenalty, to the Commission. In
light of the bat that conailietLon negotiations, prior to a
finding of probable cause to believe, are limited to a maximum of
30 days, you should respond to this notification as soon as
possible.
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1, i '4'

O'4 * ~oodwrd Wift
' y

r. Mmi limit fo submitting0 the repl y to yr
tf ,Production of Oocumnts, dated February

f WI .February 18, 1988 I am requesting that the
tie ... t*A4 .1I4 be extended untilarchI9, 1988, as the

o infovmtiaOM: req ,0vo$ ;a ten-year period and is not readily available.

Pleas. os e of your grant of the extension of time.

C)

Sincerely,

c: Ms. Deborah Curry, Attorney at Law
Federal Elections Commission

% -

C A r~',;'



t.At ter con

your response is du,

~)*aaecontact Deborah Cr~t
at ti at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lo Ler er
Associate General Counsel



00 Dear Ms. Lerner:

N0 I enclose herewith, my clients, rsponses , to the discovery received
on February 18, 1988.'We reiat by,-thew, urc 4tes" allowing
us the extension of time In"Aich to repsondw

IV The Gift Tax Returns ref&erred to-by"Mr. Jackson in his affidavit of
co March 2, 1988, are availableshould you wish to review them. Mr. Jackson,

I am sure, would also agree to be deposed by telephone if that is your
0 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.I e
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2. AUi of theu iunmido ofiad in thisafdvi abU

tPMu1 and~gsL uriMzticm of fUitslSIRWIN@0Wt

(ftm 709) sigmd by Ifts. Muth& 1itodm-aM-0Web, and ipmthe iii

v ro1dslminftaizadby the Tust DI vSIM iof kauzth an*

o3. S1 1976 Its. IL. lood ud Wd has auoftla y Lie a il

or sockgift tuhr ion, ilLim ifa mrd Wbkb, to be uWsdas be

a~~rat.flw rpil-eof these g.ifftshas befrcEl $3 v000 in sm

yea=s to $191p294 in 1981. 7hids praotioe Is eaq emcl to C VtiZr l nt

the F rasaefutzre.

this~g _ day of 1988.
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Door N. cwrr.

I an wrtiuvp Wowa~StlN Lo f Payh 2, A W ninthei Ove
u it Riwtat ~ c~e of fthedocunnts

ttht fr Jmcksnm ef j~~I n i t bt hdidkwoff 4s, the ansi' to ft*tier2.a.
of the interrogatwtes hat ~m had i*iwsy sent.

I wli11 repist thseu~es fr W. acKsoniuuilatly and wil Ilnsftmu rWhm I
have r~eived them.

I an,

Pespectfully,

*0

0



0 41~OMrs. M o*.4WWbb " Ood27

WA 1:66 T. to ~ -

September 9, 1907. the-comissioa ientered. into, 'io

CO ft*#ondents pr ior to a' finding of probable ,.eaus t0b

Ole

Commission approved letters and directed the Office of"neGal

Counsel to revise the interrogatories. The letters, revised

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 time 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



Msoci&t@

Staff Person: Debby Curry

0r

,)ate
Cou~e1



secretory Apr

s1Z,2 P.M. and4 mugtb- VO~to, oi

i 0Jbtction basisAA 19,ll t ~:#4.

There were.-no objection. recived in th~e Offttj Of'th.

Setaty of theCision to the Coprehensive invegstigative

Reaport at the time of the deadline.



Dearrss~edSfig oi/ a t tnfo ft ax rns for the years
APn7 ry 2, Wma * 48Sta tanSre4 by no, Stewart and Strickland

C.P.As fd ks E baboverefernceddocuments
pr e evidence that the '.oift infrtgiven:to Nr.ebb'int yr tated.

1t.is Te cpes o th U nted Steys i wAI no gift tax return wias
filed, Mrs. Webb also'made the u"&xiiu "on-taxable gifts to M4r. William W.

ebb and/orhis family, based on the information provided in the letter of
b9$8,frmSnow,St rt Strickland, C.P.A.s, Programmers

5 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 or 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.O. Box 10805, Birmingham, Alabama 35202-0805, telephone number,
(205) 933-7484.

2. The statement as to the gifts given in the years in which no
gift tax return was filed was provided by Snow, Stewart and Strickland,
C.P.A.s, Programers and Analysts, 1210 South Twentieth Street,
P.O. Box 10805, Birmingham, Alabe 35202-08059 telephone number
(205) 933-7484, in a letter to Mr. Richard Jackson, AmSouth Bank, N.A.
Trust Department, P.O. Box 11007, Birmingham, Alabama 35288.

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

I look forward to hearing from you in the near future.

I am,

Respectful ly,

N) Wker

~qrn

0

~q.



ilt was fnot givew in'the:
mo!on Supplidj bySnow, Stewart
it 8, attached ereto.

1977: 1. 6. -in,1977,.Atit s, MY und ig tatMrs. Martha W. Webb
made a maximum nntaxb e gift (i.e., $3,000/$10,000)
to Mr. William 1. Webb and/or the family of Mr. William
W. Webb, based on inforation supplied by Snow, Stewart
& Strickland, C.P.A.s, on Exhibit B, attached hereto.

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

Date of gift: 03/04/78.

8- U. 1%YxM

AM AN- LA

~DVmU&ZJP owm

K u. VwIuwaw SI

CaM DnL A. N. c Wi4

01 O40

2. Nature of gift: The gift was a life insurance policy.

3. Monetary value at date of gift: $6,000.00.

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

5. Method used to give gift: Irrevocable Designation of Ownershi

7, =

1978: 1.
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7. ItlsmyWO
of:- loans as I
United States

1980: 1.-6.

v vqt~ wa.'

In the .- form_S. Fom70

In 19809 it is vmy u"derttMdn btat,:Mrs. Martha W'.- Webb

made a maximum nontmble gift (i.e., $3,000/$10,000)
to Mr. WliI1am.LW.ebb '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.

7. It is my understanding that the gift was not given 
in

the form of loan, based on information supplied by Snow,

Stewart & Strickland, C.P.A.s, on Exhibit B, attached
hereto.

1981: 1. Date of gift: 05/08/81.

2. Nature of gift: Stock.

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

4. Purpose or occasion for gift: None stated on gift tax retur



.... ....... ..... o .o...,, o

t, Si 3atetr vte tdttofgft 77 6.0

0 98:1. Date of gift: 04/0403.

2. Rtre 6f 9gift: Stock

3. Monetary value at date of gift:f $77,986.00.0

4. Purpose or Occasion for gift: Nbne stated on gift tax return

5. Method used to,9give gift: 3,275 shares of Mead Common Stock
J#YSE) 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".

SmmA u 7. It is my understanding that the gift was not in the form of

_! - w Law .a loan as is evidenced by the filing of U.S. Form 709,

4WD Svu-NW A. United States Gift Tax Return.

cm m UILL 4. C. 1M814

6oo3 WS?



feturn.

60 sawui1

7. It is my unders
a loan as is ev
United States !

*4 Statesledr
and marked

vat not in the form of
of US. Form 709,

1.-6. In 1986, it is my undeft a4ing that Mrs. Martha W. Webb
made a maximum non-tjable gift (i.e., $3,000/$10,000)
to Mr. William W. zWeftnd/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.

7. It is my understanding tt the gift was not given in
the form of loan, baso'n Information supplied by Snow,
Stewart & Strickland, C.P.A.s, on Exhibit B, attached
hereto.

a %V3. R

ASWMM- AtLAW

4WSD VmW IU DSu

low a VmAIMNM sflV

CW&M R. HL.N. C.31514

010 0874MM

1987:

I
1. Date of gift: 01/19/87.

2. Nature of gift: Stock.

0

1986:



Of1p us

I

3. IL

Um L gwVm sxinmi

N~amUu6P . S"5Y14



V.

CAW

<,1
'a

I
I
I

I

i

'ft

* I:
~t. I.4

;'f; ~U

NEXHIBIT A"

I

wo



.* .~.

*1'.

I I

iEXiT A" I

I

I~iII

b~. WhT

)hvl.
.JI~-m~

ii
4 L~L)

* N

* ~..
La~~ 1 * ft

.SY

* -

TU-

0.

:0A l

Jo



Mow

Zclosurs

JSS/bc

lZI~fM~t~e amT s33-M"paI ALflncsK,5304

0

t

0



'

I tt.n
4,.

S " -'
C '

''r'A ~44'~

St

'
4

Th
4 6 

'C ~

<~ 4 4,,

A

4' ~cf~*"'~ 44
4

'sZ4..>,

.4 '~t
, .4.4.

4.44, -, .44.,,
4'"~A" '4"'

4~.44 4 'S

QSA .4'S' '"S V4
4,

* 'AK.
4.4



to~S9~

Staff Person:,0 Deborah Curry



treasurer,

;.Zx"n-, 7,;, 7 thi oo aro d mal
. . 4 byiltis, and I

believe7#the Fede ft
lto believe Williamr WoV0

0 - and4" Iy D. FVIOVlr U
-- 0) 441(a) t by knowinglyacive

an invstigaton Oreason ttoer

ii t0 C oft o mission also foundr ad to

om tht t i o fittee and ca tDowliev th, a
4, ttsut~t v ~td~%t..C. S434 by failing toacrto

tostos aets obligatins.Subsequently# on ay 17,
the Th Cofiss ionsson mr"ona to believeMre 4n.Woodward vowe
eviolated 2 orS.C, 42 (1) (A) by making the excessive

contribution* e n tou findings, the Comission instituted
an investigation Ot this,matters

After considering all the evidence available to the
Comissiono the Office of the General Counsel is prepared to
eoaend that the Commission find probable cause to believe that

violations have occurred.

1he Commission may or may not approve the General Counsel's
recomndation, Submtted for your reviev 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
it 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



Sti@~4G
the atttne~

Enclosure
Brief

0
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coisimh an IImmUy , Z17 ''found reason to, b4 4Vtl a
Woosrd~btheWeb C tteeand R D Fow~ultt Zkwe.

o tre rr, violoted 2 U.S.C. S 441a(f) by knovingly." 4,1i an

-ezesive contribution. The Comission also found reaso, to

believe the Webb Comittee and Roy D. Fowler, II, as treasurer,

violated 2 U.S.C. 5 434 by failing to accurately report its debts

and obligations. On February 24, 1987, the Office of Gaeneral

Counsel received a response from Counsel for William1 Woodard Webb

and the Webb Com ittee 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



raifications of bwv*u S~e Sao' tbb*

paye rqusted tha~t Rhe LSUthe check to Webb

Rspondents soct 'that the intent of the ol tr,

S Mrs. Webb, was merely to help her son with his tiuawti.

situation. Respondents explain that Ks. *.Webb was aifttthat

o the campaign was causing a decrease in income for Mt. I bb.'b, since

the time demanded by the campaign took away tine from Mr. Webb's
0K

law practice.

Finally, Respondents state that r. Webb accepted 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.



ogi ~ ~#7, Onfi WSW o M tceutJ~Q~

Mr.Webb has, ade annual monetary or Stock g If tstEr to

use as he deemed appropriate, * ccording to Mr. Jackso0,*

practice is expected to continue in the future. Indeed,0 ..

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

the sane intent as other years, i.e. to be personal funds of

CK Mr. Webb and not given for the purpose of influencing a Federal

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



reauested that .i~ nents sbit su" le t. Ihat repons

received on April 8, 1968, contied copies of mrs. Webb's

Federal Gift Tax Returns for the years Ii7S, 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/

According to the April 8, 1988, response, $3,000/$10,000 was

The maximum non-taxable amount for gifts. Us. Tucker explained

that due to a change in the U.S. tax laws the non-taxable amount

vent 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.



L ! IW O 7 - --'t,

ra~itz. 
......#*

no rederma GitTx Return tt ttbt , *0e 0"t,~

A0, isod~t h made onlythe A ma~u t s l ift

o($3,O00OO/$OO) to IMr.-Webb and/Or thit family./

, . Contributions Under the At

2 U.S.C. S 431(8)(A)(i) 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 purpome of

influencing any election for Federal office." An individual say

2/7Yhe 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.



aONDUnt sand nature of go an#- in ~t*

*ztcoss lvo Ie 00ot tribution under the Act that t *~Ig1

accepted by Mr.* Webb and the Webb CoItte f* The 6 Wed

0 ii!O oircumstances of this matter demonstrate that tbhe ,$1*$0 oo

gift from Kra. 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 / from

Krs. Webb to her son vas 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 Comittee, as payee.

of 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.



up w 40!i . ..

di, otle Idno ut thCaro In&.

fOr officej after a bl, she made a cbe0k tf, th the

Webb committee as payee, The expressed intent Pt th e i~ribttor in

making the contribution in this instane is si gti a0nt.

o Despondents state that Mrs. Webb intent in making the lo0. 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

TI hfin~ming and amount of the $19,000 loan is significant in

Tis matter. The North Carolina primary was Kay 6, 1986, so the

money was received by the Webb Committee within a month of the

primary. Moreover, the $19,000 represents nearly 900 of the

total receipts received by the Webb Committee for that reporting

period ($21,470).



of his cand idacy ad uttSN e om 0* 1"periLod are presumeds tob4'

for the purpose of influeno Lug aftaermal dect ion 801e1, snob

monies are contributions under the ACt. owever, Commission

regulations at 11 C.F.R. S 110.10 provide an exception for monies

_ that constitute personal funds of the candidate. Pursuant to

ON 11 C.F.R. S 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 Ogifts of a

personal nature which had been customarily received prior to

candidacy; • . .. ' 11 C.F.R. 55 110.10(b) (l) and (b) (2).

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

funds of the candidate under 11 C.F.R. S 110.10, however, is
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COissiOn Ugu ltionw, kowePr, requires that at tb tim. 

iperson ece a cafnddate that there be aess in "X t-7to tr

over the asset and that the candidate also havel title

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

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

Othat Mr. Webb had the requisite assess to or control over funds

coupled with legal or equitable interest until Mrs. Webb gave his

the check for the $19,000. Consequently, the exemption for

personal funds at 11 C.F.R. S 110.10(b) (1) does not apply to the

transaction in question.

Second, #espondents argue that $19,000 was a gift of a

personal nature that had customarily been received by Mr. Webb

prior to candidacy. To support this argument, Respondents rely



4wiaq gifts siw #t r@ oLtOtl

prsonal nature ,and ta et aste fe the contrit~ il.@

the hat*.

It is the opinion of this Office that UMPondents'eliance

on 11 C. .. S 110.10(b) (2) is misplaced. The facts of this

matter indicate that rather than being a gift of a personal

nature, the $19#000 loan from Mrs. Webb to Mr. Webb 
was made in

anticipation of a Federal election and was related 
to a canpaign

for Federal office. Compare Advisory Opinion 1988-7. /

While the facts indicate that for the past ten years

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

-nAdvisory 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.



P.-o rdi to spondents, no gift ta returns were filed

0 1986 because Mrs. Webb made only the maximum non-taxabl'oI

allowable under the law ($3,000/$l0,000). Thus, the evideupe

indicates that hr.. Webb did not consider this a gift for e ral

Gift Tax law purposes. As noted, supra at footnote 2 p. S,

Respondents did not submit the purpose of each gift Wade by Nrs.

Webb to r. Webb from 1976-1986. The evidence, however,

demonstrates that the purpose of $19,000 differed from past gifts

in that it was clearly for the purpose of influencing a Federal

election.

5 As noted, aura 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.
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Thishis sto ,acknovwle V iptof your lettoxOf at$br 11 e19880

on this the 21st dtatj o00..

Sincerely,



Enclosed please find the origi Ies n .s N'emorandwo of Points and Authorities, Exhibit

A and Exhibit B in the above refevUece4 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.

I apologize for any inconvenience this my have caused.

Sincerely,

Sherry E. Tucker

enclosures: originals
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onu Ac the candied dates.
'Te Sct"' (aid 3. rie)wh ), ;~f't te,

incu tCongressman reene r er tb 4sagarinef (October 3

jaml, ($75l048) to be electedto0tb *ntAd Sates wi0 of0 e
MerSI watativO5.

in 1987-1988 Kr. Price has alreadye e4de577,05i8o to retain
hisset in Congress, and he has raised rprat donors haRepulica

chllulerhas,, to date,expnded $446' ,435. Neither candidate was
faced with a primary election! See Raleigh , C. 3mnewserer
Octobr27,n1968, article based on federal campaign finance reports
submitted by the candidates.

0-% According to a recent report in The magazine (October 31,
1988), by election day, the two presidential candidates will have
expe e 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. In 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
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4or6 te46yonriuions that. uyinflueno. and
meaningful electin'

with the foregoing as framework, it i nedioi
General Consl' Office of the Comission is contandi=ng1
sm of $19, 000 given to the Rsodn by his mother on
1986 was made illegally Ofar the pu__roose of influencing
election". In its analysis as veil as in its odd conduct
case, the General Counsel's Office has exalted a simple,
transaction between a mother and her only child (and heir)
some type of sinister and corrupting attempt to influen60
outcome of an election in violation of federal law. To alc
position of the General Counsel in this case to prevail, in i

Nface of the real and overwhelming evidence of attempts to influe**
and undermine elections as set out above, would constitute4b
acceptance of an expedient (albeit incorrect) characterization OVer
the reality of a benign situation. As such, it would be a travesty
of justice.

II. •&BGUXEKTL
For some unknown reason, from the outset of this proceeding

it has evidently offended the General Counsel's Office that Hrs.
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

(N 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. 11O.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



"G"),and the assertion t~,,S 40v~. rm ~ 4P t
- establishes a vIol4op of .*I, 4ttat" U .

and meaningful as a, s ons
Mrs. Webb sad all of egits $ tor toAI60 the pWesene of"a
quarter moon at the tin eof the 0*6*gift estabUs"It at there
was some different (anrtdht be
General Counsel's Office h0s atte L t o a c str
standard on the "custmaily receive tst th is reired by theregulation. The regulation does Lnot ata place state or imply

0that there must be a definite pattern of givIng or type of gift,
o but rather, that there must have been an established practice of

giving gifts. Moreover, as Mr. Web 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



natUr....urtolirtly $4.cyprior

of the General Counsel inher position.,

SThe current matter which has, to date, been pending for * Ot
two an one-half years since the primary election was held hld

be dismissed. There is no legitimate reason for the type Of
transaction under review in this case to attract the time, t*#s nt
and resources of the Commission and its legal staff (Which

qT hopefully have more important affairs to handle) and the time and

resources of the Respondent and his family.

C Respectfully submitted this ' rL day of November, 1988.

iSherryE. ihcker
Counsel for Respondent
800-D Franklin Square
Chapel Hill, N.C. 27514
(919) 967-3095
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5. he si fefat offh, tep me i t gladly accepte on tho

0e Us te ofteUnde refrthatwhatever fiund she gave me would t e =r rote

W the election or if I WS 0able to retire my camaign debt if I

t. I also told her that there was a possibility that I would neither

win nor be able to raise debt retirenft funds after the election. She

responded that we would deal with that later.
011 5. The simple fact of the matter is that since the Only hope of

repayment of the funds camte from a victorious cauPaigfl, my mother wrote

the check Out, in the amount of $191,000, to the Webb committee. That is

the vw I told her to draw thje check.*

6. Since 1956 my umother 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 anual gifts having been received since 1976

although I know I received gifts prior to that year, probably on an

annual basis.
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the Commisston fosm rnos o blieve 1Ite,:

violated 2 .S.C. S 443A (a) (1)(A) by making the *c*IV*I#

contributio, to tbe Wobb Committee*On october 11,-'

Of fi*e of the General Counsel sent a brief to the Respondnts

recommending that the Comission 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.
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4~~C) ~ Respondents C IA Wto have .2ie nnwru

othat the $19#000 was a, Loan to be', r'aid if the CaMPaigoi~

victorious, and if not -:to be accetteld as a gift by Sr.'Vitb*

(Attachment 1 page4) Initially, as the General COUnsels

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 $19,00 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.



capion 0sqt~t17. the#I 00,0.laas to theWeOW Comti

frtom Mrs. WebbLes a.contribution under the hot.

IV. RUoMUMUAION8

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. 5 441a(f).
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of 16 '0 tW ke

violated2, U~~ 41* (f)

-2. Find probable'cau*#e to belie"e the Webb
for COrngress Ccuuittee and PRoy Do Fowler,

0% *,, treasurer, violated 2 U. S. c.
S 4341b).

3. Find probable cause to believe mrs. x.

Woodward Webb violated 2 U.S..S 441a(a) (1) (A).

(continued)
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Ve1Sa)(1)(A) by 801",

4wbe l uty to attempt to courreot snoh
I" #of 30 to 90 days by informal MtboSeof

a s,.mi persuasioa" and by entering into a
.... w aith respondent If we are unable to

~b s a tee ~t~Sthat erLod A the CaIission may
I t7w aunited States District Court and seek

swimdto is arailatU agreement that the Caissios has

ap19z0.n settl t of this matter. If you agree with the
proviiobsofIte Joe" agreements please sigh and return It#

osL With the civil alty, to the Coeission within ten days.
SvLii ,then reooidthat the Commission accept the agreement.

Pl a ~a ot Obfwtr the civil penalty payable to the

lederal le tio Coissi.
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"." V."r"Webb

is* 10ear iu rd ow b Xw1i

This is- to inform y"U that,.,will wW4v ebis rtrndthe
unsin 4 1 o o rs .11 1r e S" 1~e peaefind

(IC a a tarisl- kvegmn f~~p ibl#sqe yMrh
o Wood~ar We and the copy of the de in the amount of $18,000.00

dated Max h 14, 1989, drawn an- the accoun of.William Woodward
Webb and Mary Grimes Webb, made payable to Martha Woodward Webb and
signed by William Woodward Webb.

C)
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,

SheiCe

enclosures: Acknowledgement of Receipt
copy of check

William Woodward Webbcopy:
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the Webb CmIttte.
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thraction.

3. Autb t* the Office of the General Counsel tO
file 4, civil suit for relief in the UnitedStates
Distrit Court against William Woodward Webb
ebb'or Congross Committee and boy D. Foler, I1,

as treasuroe

CmisIiOolI' Aikens, Elliott, Josefiak, McDonald, McGarry

and ThoIas voted affirmatively for this decision.

~*2ACL ~

Hilda Arnold
Administrative Assistant

2.

o~.
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JUDGNENT FILED AND ENTERED THIS 2nd DAY OF JANUARY, 1991, AND COPIES MAILED TO:

Charles V. Snyder, Esquire
999 E. StreetV
Washington, DC 20463

Randolf Palmer SuM., Esquire
Broughtm, gilkins & Webb

11 Fayetteville Street Mall

Raleigha, NC 27602

Date

3T.- RI&,h Tanna?'d
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Woo~4 1~bb was, a caniaelte~*~~~45Uueo

aeprseatt~v5in 1986 * Wer the id ofthte aLnM.Wb

tra eed to Washington, D.C. .with i,, ther. I ting that. trip

his mother, r. Wbb, asked Ur. Webb b"hi financial

situation. mr. Webb stated to het that because of the campaign

he had suffered a loss of inccm due to the time spent away from

his law practice and the expenditure of personal funds for the

campaign. Nr. Webb indicated to his mother that som for of

finan Ial assista9nc would be appreciated. ather 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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m~thda he ai~Oflai~bots04the flun of this actf~

!he Coissi IcamS tht the defendants have viol-t-d- he

Federal zletion Canpaign ActUnderrSetoion 442a(Ia(1t(A) .o

the Act, no person may make contrit iIons to any candida ,te Iis

sut oed politicalcoite withrepc to any electice 1.for,

-,__ Federal office wdich, itn the aggregateecd $1,000. A loan or

a gift is considered a contribution. 2 U.S.C. S 431(8)(A)(i).

Candidates for federal office are prohibited from accepting
cont.ributions that exceed the Act's ijuitations. 2 U.S.C. S

441a(f). In addition, the Act requires that political coittees

report to the Coomssion all loans received, the identification

of each person making the loan, and the amount and nature of
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def nto hate st edw that hA1 bLan tO t o

Mr.oWbb hoped woud oeai at o s ou eo by th C .

Whether it wa suloan or a gift 
isoflittlt

important is that the money Was given drcl to the C~t

C3 and not to Mr."Webb. Merely because Ur. Webb had eceaived qiXts

-in the past it does not follow that this particular loan was

customary or of a personal nature as required by 12. C-*F-* R

110-10(b)(2). This gift was made at the request of hr. Webb and

an 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 clea that the money was given in order to

influence a federal election. The money was paid directly to the



vi.lto 441a t .t.... t
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Moy D. owler violated 2 .I*SC S S441ar).. further.

Cmission is also entitled toS t oaomi. of

the complaint because the Coittee violated 2 U.S.C. R4S4() -Y

f falsely reporting the sourCe of the $19,000 as being m. e

-- rather than Mrs. Webb.

The Act allows the court to grant 0 a pezzanMt 
or tinporay

inJunction, restraining order, or other orde, including a civil

penalty which does not exceed the greater of $5,000 or an ammunt

equal to any contribution or expenditure involved in such

violation, upon a proper showing that the person involved has

cownitted ... a violation of this Act." Thre has been a proper



n te a .os~ the ttagivetthe

pmaty hem4~ ~c'e~d !b d.mats did. not sact

faith when tbey i X stad in their eag eot

0001y was 1W h pr~a funds of . Webbinta of funids,

from a relative. It is apparent that the defendants and Mr. Webb

in particular believed that the mny 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 a hoping that he might be able to repay it.

However, after the Commission began investigating Mr. Webb

and his coattee, the facts show that Mr. Webb and the Comittee

were not completely candid vth the Commission. Throughout the

Lnvestigation, the defendants showed an insensitivity to the

election laws. The CAmittee failed to reply to notices sent by

the Commission, and when Mr. Webb finally spoke with the
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