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REFERRAL THE JOUl VANDXEDERGE FOR
COMMITTEE

This is a referral of the John- Vandenberge for Congress
Committee ("the Committee). The Co ittee has accepted and
refunded apparent corporate contributions from Vandenberge
Enterprises Inc. In the process of refunding the apparent
corporate contributions, the candidate and his wife together
signed a note for a loan which appears to be an excessive
contribution from the candidate's wife. According to the Reports
Analysis Division Review and Referral Procedures for Authorized
Comittees (Standard 2), further examination by your office is
required.

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

Attachment



iii. ~ UTB 2 U.SC. g44laf) and 441ba

3*44Aprn xcse aft Apparent Excessive Contribution and Recipt of

Ap~tt tblibited Funds

The ladenberge for Congress Committee (*the Comittee= )

has reaeiv and repaid an apparent corporate on0tribution

tota1liaog -#$27,000. In addition, in the process of refv*oing

0 the apparent corporate contribution, it appears that the

Comittee has received a $19,000 excessive contribution in
the form of a loan from the candidate's wife.

The Committee's 1986 April Quarterly Report discloSed

three (3) loans totalling $30,000 designated fot the primary

election and received between November 21, 1985 and March

Cr 31, 1986 (Attachment 2). Schedule A of the Report disclosed

that the loans were made from the personal funds of the

candidate (Attachment 3). The 1986 July Quarterly Report

disclosed an additional loan from the candidate for $10,000

designated for the primary election and received on May 16,

1986, but the Report did not note whether or not the

candidate used his personal funds (Attachment 4). A Request

for Additional Information ("RFAI") was sent tO the

Committee on August 11, 1986 regarding the 1986 July
Quarterly Report (Attachment 5). The RFAI requested the
source of the loan made by the candidate. The treasurer,
Stephen Poulos, responded to the request in a letter dated
August 25, 1986 (Attachment 6). The response included a

A_/ The Committee's original Statement of Organization
discloses the name of the Committee as John Vandenberge Victory

'86. In an amendment received March 27, 1986, the name is
changed to John Vandenberge for Congress Committee.
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candidate that the transaction could be challenged.h
candidate then vent to a bank and borrowed $404 $(00 0
signature of his wife, LincdA Vandenberge, dh f as a
"Personal note" (Attachmeit 8). On May 16, 1986- the
candidate reimbursed the corporation the $27,000 t iat e
been borrowed and then lent the Committee $10,000.i

On September 30,r 1986 an RFAI was sent to the Comitte
regarding the Amended 1986 July Quarterly Report (Attachment
9). The REAI noted the acceptance of an apparent $27o,000
corporate contribution. Enclosed with the RA was a
"Notice to All Candidates and Committees. The notice
explained the different types of corporate accounts and
pointed out which accounts would be prohibited for use in
federal campaigns. In addition, the REAI noted the
acceptance of an apparent excessive contribution,, informed
the Committee that the candidate's wife was subject to the
$1,000 per election limitation and asked if the loan in
question was secured by property based on joint assets.

On October 15, 1986, the Reports Analysis Division
analyst received a phone call from the treasurer, Mr.
Stephen Poulos (Attachment 10). Mr. Poulos explained that
the candidate did not intentionally violate the law and
wanted it to be known that the candidate had taken immediate
action to rectify the matter once the situation was made
clear to him. Mr. Poulos said that he would determine the
type of corporate account from which the candidate had
borrowed and would respond as soon as possible.

On October 22, 1986, an amendment to the 1986 July
Quarterly Report was received (Attachment 11). The
amendment included a response from the treasurer, Mr.
Poulos, which stated that the $27,000 borrowed from the
corporate account was probably not an appropriate
transaction. Mr. Poulos noted that the funds used were
"repayable", i.e., they were not a payment of salary,
commission or distribution of owner's equity. The amended
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(Attachent, 12). The Seoond, pWt* t t
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Reports stated that the a Alif. 'a
the W4GOOObank loanl thatt* toa ye .0 UeYie bI'y
property; and that the bau d h ad 1'the r Mt*Otsf to Db.
and Mrs. Vandenberge's personal cockitq acnt at, ti
checking account of their jointly 'owned or poratLk,
Vandenberge Enterprises, Inc." In contrast, the Comittes
1986 Amended July Quarterly and 1986 12 Day re-Geat *1
Reports disclosed the candidate's wife as an endorser of-the
loan, but stated only that the loan "is a personal un eqred
signature loan." The RFAT again informed the Comittee that
an excessive and or prohibited contribution may have been
received, should be repaid if necessary and requested that
the Committee submit additional information if it weS twund
that the loan endorsements in question were incompletely or
incorrectly reported.

On November 7, 1986 Mr. Poulos phoned the analyst
(Attachment 13). He said that he was waiting for the bank
to supply him with information regarding the loan. se asked
if he could get an extension. The analyst informed Mr.
Poulos that an extension could not be granted, and advised
him to send a letter to the Commission explaining the
situation.

On November 10, 1986 a letter was received from Mr.
Poulos regarding the November 7, 1986 phone conversation
(Attachment 14). Mr. Poulos wrote that he was waiting for a
response from the bank in regards to the correct terminology
to be used to describe Dr. and Mrs. Vandenberge's capacity
in signing the loan. The loan officer, according to Mr.
Poulos, indicated that he did not consider either Dr. or
Mrs. Vandenberge to be co-makers, endorsers or guarantors
but rather *borrower" or "co-borrower.0 In addition the
letter stated that the treasurer had erred when he stated
that the checking account of Dr. and Mrs. Vandenberge's
0jointly owned corporation' was subject to the banks "right
of setoff." Mr. Poulos emphasized that "the loan in
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FEDERAL ELECTION COMMISSION DATE 93AN87
1985-1986

CANDIDATE INDEC OF SUPPORTING DOCUMENTS - (E) PAGE 1

CANDIDATE/COFTITPEE/DOCUMENT RECEIPTS DISBURSMENTS*
OFFICE SOUGHT/ PARTY PRIMARY GENERAL PRIMARY ALCOVE m a t

VANDEBERGE, JOHN HOUSE 06 REPUBLICAN PARTY MARYLAND 1916 zuIMtI0

1. STATEMENT OF CANDIDATE
1986 STATEN ENT OF CANDIDATE

2. PRINCIPAL CAMPAIGN COMITI'E
JOHN VIN EI E FOR CONGRESS

1986 STATEMNT OF ORGANIZATION
STATEENT OF ORGANIZATION - AMENDMENT
48 HOUR CONTRIBUTION NOTICE
APRIL QUARTERLY
APRIL QUARTERLY -
JULY QUARTERLY
JULY QUARTERLY - ANENDNUT
JULY QUARTERLY -
JULY QUARTERLY - AME T
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION
REQUEST FOR ADDITIONAL INFORMATION 2N1
PRE-PRIMARY
PRE-PRIMARY - AMENDMENT
PRE-PRIMARY - AMENDMENT
REQUEST FOR ADDITIONAL INFORMATION
OCTOBER QUARTERLY
PRE-GENRAL
POST-GEXERAL

TOTAL
3. AUTHORIZED COMMITTES
4. JOINT FUNDRAISING COMMITTEES AUTHORIZED BY

40,529

24,708
24,708
54,708

10,811

10,811

)

106,048

14,315

26,105
50,814
80,814

10,431

10,431

7,815
5,207

15,066

28,088 105,560

IN, C0202292

22OCft3

U-F -

WAm8 -30j6
1APR86 -30JV6
1APR86 -30JUIE
1JUL86 -20&U=6
1JUL86 -20AUG3
1JUL86 -20AUG1
lam"8 -206

8,280 21U6M ,)*
5v149 1OC36_ -15@cm

14,133 16OCT0 -1140"

27,562

THE CAMPAIGN

All reports except the 30 Day Post-General Report have been reviewed.

Endinq cash-on-hand as
Outstanding debts owed
Outstanding debts owed

of November 24, 1986"
by the committee as of
to the committee as of

NOTICE: THE DOCUMENTS LISTED ABOVE ARE AVAILABLE FOR PUBLIC INSPECTION AND COPYING AT THE FEC. "ANY INFORMATION COPIED FROM SUCH REPORTS OR STATEMENTS MAY NOT BE SOLD OR USED BY ANY PERSON FOR"

PURPOSE OF SOLICITING CONTRIBUTIONS OR FOR COMMERCIAL PURPOSES, OTHER THAN USING THE NAME AND ADDRESS OF ANY POLITICAL COMMITTEE TO SOLICIT CONTRIBUTIONS FROM SUCH COMMITTEE.- 2 U S.C. 439)

2

2
7

S
8
3

.3
"!. 11:

I, 't

14g

$1,014
November
November

24, 1986:
24, 1986:

$ 48,539$ 0
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WFWAt4:':f,,O. D.C.

Stephen Poulds, Treasurer
John Vandenberge Victor 'o

10194 Baltimore Wationa Pike

Suite 120
1lkieott City. ND 22043

1dentification Numbers C00202291

leferences July Quarterly Report (/1/86-6/30/86)

Dear Mr. Poulds:

This letter is prompted i the Commissions preliminary
review of the report(s) referenced above. ne review raised
questions concerning certain information contained in the

report(s). An Itemization follows:

-Line 22. Columns A and a of the Detailed Summary Page

does not equal the sun of Lines 17, 18 19(c). 20(d),

and 21. Please amend your report(s) to clarify this
discrepancy.

-When a committee reports receiving a loa from the
candidate, it is necessary to clarify whether or not

the candidate used his/her personal funds or borrowed

the money from a lending institution, or any other

source. If the candidate borrowed funds from a lending

institution or any other source, please provide the

name of the lending institution and the complete terms
of the loan. If the loan(s) was from Mersonal funds,
please acknowledge that fact in an amendment to this
reort. - furth., it is important to note that

"personal funds" Is strictly defined by Commission

regulations and may be found in 11 CPR 110.10. (11

C R 100.7(a) (1) and 104.3(d))

-Certain debt/loan repayments itemised on Schedule C

and/or D are greater than disbursements itemized on

Schedule 3. please explain the discrepancies in the

payments made to the Robert Goodman Agency, Inc.

An amendment to your original report(s) correcting the above

problem(s) should be filed with the Clerk of the Rouse of

Representatives, 1036 Longworth souse Office Building,

Washington, DC 20515 within fifteen (15) days of the date of
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Dear Sirs
eref sed loter d n d mhe quetios enS imt

discrepsCSI and/or the seed for additonal 18fomstion as result
of the FK'C reSv of our July quarterly Report. UBclOsures 293o& 4
address the thwee point raised by the MC anlyst. s follows

. ncl I to O mended Detailed SMary Page which corrects LU 22.
Coluemns A G so that it equals the sun of Uses 179 18, 19(c).

Cd 20(d) and 21.

_O n 3 is a statment with supporting documetation from the Candidate.

Dr. John Vandemberge. outlining the source of bis funds that he tha k
loaned to his campais comittee.

- Enc 4 is an amended Schedule D which corrects the data comnemm
- the Robert Goodman Agency. Inc. Uses the original Schedule D vs

being completed I apparently copied numbers unorrectly from my notes/
list of creditors. Is addition to this correction. I also added
data concerning the status of reportable payable. listed en the
Aril Quarterly Report. Finally. since July's schedule D us

- O corrected with a sev total of outstanding debts & obligations I
%submitted a corrected Summary Page with a sew total for Lius 10.

Colun A.

I trust that this letter sod the enclosures anmr the FEC's questions
and that the roesubmitted FEC forms correctly mend the July quarterly
Report. If there should be any further questions I can be contacted
during the day at my place of suployment. telephoea 01/3389S.

Stephen P. Foulos Treasuer
John Vandenberge for Congress Comittee
FEC ID 0 1176"8

COM: State Administrative Board of lections
P.O. Do 231
Annapolis. Nd 21404-0231

10194 ltwnoe N&ional Pue. Suite 110V P 0 Box 32 e Eliscott City. MD 21043 e 301# 461 ?

.- .W ir V **0- t, *V~ ." '-6; - ' 40 * C0ra"W 6160"4 POW". V#&W
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To Whom It May Coacern:

The following is a history of some financial transactions
regarding my campaign for Cgress. Nd. 6. On -1/21/85 1
loaned the campaign $30(100.00 from my personal savings account
(Ck. #103) for the canpaign to get started. On 3/26/86 1 loaned
again, by personal checking account check #3842, *20,000 00
and on 3/31/86, by perannal cheock #3845 another A;e. s;. #a

Koo Knowing that no corporate funds can be used I Issued all checks /f'
from my personal account.

In early May I asked Mr. Rick Neidig, 9sq. of Howard County,
our campaign attorney, to review all our campaign records to make

02%, certain all matters were in order. After learning that 827,000.00
-was first borrowed from my corporation (Vandenberge Enterprises,

9Inc.), he suggested that that transaction could be challenged.
__ We phoned the R.N.C. attorney, Hr. Ginsberg, who agreed. I

subsequently went to Mercantile Bank and Trust and borrowed $40.000,
tir under signature of my wife and I as a personal note (copy enclosed).

I reimbursed my corporation the $27,000.00'I borrowed and lent
-the campaign another $10,000 on the same day, 5/16/86.

I trust that this explanation will be helpful Inasmuch as I
want to abide by the law to the best of my knowledge. Please
feel free to call on me if anyone needs further Information.

John Vandenberge, D.D.S.

".JV:lv /.WW

IM94 saflflm Nmj Pft Sus 110 P.O. . e ENbOl City, MD 21043 (301l) 4614776
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FEDERAL ELECTI ilON WQ"2
WASHNICIO D.C. 3M3

SEP 30 G

Stephen P. Pouldst Treasurer
John Vandenberge Victory 'S6
10194 Baltimore nations Pike

Suite 110
21cott City# iD 21042

identification Sumbert C00202291

Reference: Amended July Quarterly Report (4/1/86-6/30/86 - dated
Sf25/86)

Dear Nr. Poulds:

This letter is prompted by the Commission's preliminary
reviev of the report(s) referenced above. The review raised

questions concerning certain information contained In the
report(s). An itemization follows$

-Your report notes that the candidate borrowed $27,000

from his corporation (Vandenberge interprises),
deposited the funds into his personal account, and then
loaned the $27,000 to his principal campaign comittee
(pertinent portions attached). Please be advised that
a contribution (loan) from a corporation is prohibited
by the Act, unless it is made from a separate
segregated fund established by the corporation. (2
U.S.C. 1441b(a))

If the loan in question was incompletely or incorrectly
reported, you may wish to submit additional
documentation for the public record. Znclosed for your

consideration Is ae Ootice to All Candidates and

ComitteesO which provides information on campaigns 
and

corporate accounts.

Although the Comission may take further legal steps

concerning the acceptance of a prohibited contribution#

your repayment of this loan will be taken into

consideration.

-Your report discloses a $40,000 bank loan which was

signed for by the candidate and his spouse. An

individual may not make contributions to a candidate

for Federal office in excess of $1,000 per 
election. A

candidate's spouse Is subject to the same 
limitations.

AT



Zf the contributions or loans in question Were seured
by property based on joint assets, please clarify your
report with the following thformationt

- whether or not the loan was secured
- the due date or amortization schedule

brief description of the colato 8l or
property used as a basis for the loan

- the owners of the collateral or the property
used as a basis for the loan

- the type of ownership of such property
(e.g., tenants by the entireties, joint
tenants, tenants in common, etc.)
the percentage of such property owned by
each owner

- value of such property
- the capacity in which each signatory signed

(e.g., co-maker, endorser, guarantor)

if upon further examination, you find that you have

received a contribution which exceeds the limits, the

Commission recommends that you refund to the donor the
amount in excess of $1,000 per election. The

Commission should be notified in writing if a refund is

necessary. In addition, any refund or repayment should

appear on your next report on Line 19 or 20 of the

Detailed Summary Page, as appropriate. (11 CFR 100.7,
100.8, 110.10)

Although the Commission may take further steps

concerning the acceptance of an excessive contribution,
prompt action by you to refund the excessive amount

will be taken into consideration.

-When a candidate receives a loan (during his candidacy
for federal office), his principal campaign committee
is responsible for disclosing all information with

respect to that loan. For example, the $27,000 in

candidate loans disclosed on your previous reports
should have disclosed Vandenberge Enterprises as the

original source. This report discloses that the

candidate has received a $40,000 bank loan. This bank

loan should be reflected on Line 13(a) of the Detailed

Summary Page, and Schedule C. The $27,000 loan

repayment to Vandenberge Enterprises should be

reflected on Line 19(a), and Schedule B. Please amend

your report to correctly reflect the $40,000 loan and

$27,000 loan repayments. Please amend any subsequent

reports which may be affected by these corrections.

Also, Line 10 of the Summary Page may need to be

amended in order to reflect the total amount of

outstanding debts and loans.

An amendment to your original report(s) correcting the above

problem(s) should be filed with the Clerk of the House of

Representatives, 1036 Longvorth House Office Building,
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FEDER ELECTIOCOMMISION
I= K STU NW
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N UOT=¢ TO ALT CMIDZ& TS AND COMM=I

!he Comission has, upon receipt of a coplaint or in
--tho ordinary course of carrying out it'supervisory responsi-
bilities, noted frequent.instances of committees and
candidates accepting contributions made on corporate or
union accounts.

2 U.S.C. § 442b states It is unlavful for any corpora-
tion whatever or any labor organization to make a contribu-
tion or expenditure in connection with any election for
Federal office or for any candidate, political comttee
or other person to knowingly accept or receive such a
contribution.

Generally, in the past, the CommssLon had deemed the
refunding of these contributions within reasonable t to
constitute voluntary compliance on the part of the contri-
butor and the recipient and has not levied a civil penalty.
Eowever, the Comission will, in this election year and in
the future not only require that the illegal corporate or
labor union contribution be refunded but will also assess
a civil penalty against the contributor and the recipient
In appropriate circumstances.

11 C..R S 103.3(b) requires that contributions
which appear to be illegal shall be, within 10 days either
returned to the contributor or deposited and reported while
the recipient comittee's treasurer makes his or her best
efforts to determine the legality of the contribution.
Refunds must be made when a contribution cannot be dater-
mined to be legal within a reasonable time.

Xn this regard, the ComLssion advises all candidates
and cml ttee treasurers to instruct their staffs to
IA ediately return all contributions which indicate on
their face that they are written on corporate or labor
union accounts. Candidates and comittee treasurers should
investigate the source of all remaining contributions not
written on personal accounts or clearly identified as
political action committee funds and quickly refund those
contributions which are verified as illegal corporate
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or labor union contributions. Attempts to trace the so..
of such contributions and the related Information bt ...
should be carefully logged and preserved as evidenceo0
oefforts expended In ascertaing the status of theo mWt-
bution.

The Commission distinguishes among three types of
corporate accounts used by employees: 1) repayable
drawing accounts, 2) non-repayable drawing accounts and,
3) expense accounts,, Contributions made from drawing
accounts that the employee is responsible to repay will be
considered corporate contributions for the outstanding
period of the draw, however, contributions made from non-
repayable drawing accounts established to permit personal
draws against salary, profits or comtAssions will be con-
sLdezed personal contributions. Contributions vritten
against standard expense accounts are prohibited an
corporate contributions.

Because many individuals are unaware of the strict
Interpretation of the corporate/labor union contribution
prohibitionc, andidates and coumittee treasurers should
asist their supporters In complying with the law and
avoiding possible penalties by requiring close scrutiny
and careful investigation of all suspect contributions.

The Comnussin's staff will assist you in answering
any questions concerning these matters.

Sincerely yours,

Joan D. ikens
Chariman for the
Federal lection Comission
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flaw Call received from.' St hen POUlos, TreSurtr

Tog Robin Kelly* RAO Analyst

NAM or COMI t John Vandubrge for Congress

DATE: 10/15/86

Mr. Poulos called to ask some questions regarding the RFAIs mailed on
"- September 30, 1986. He said that he didn't have any problems with the 12 Day

Pre-Primary Report RFA! and would amend accordingly. Regarding the Amended
July Quarterly he noted that the candidate did not intentionally violate the
law, and immmediately took action to rectify the matter concerning the loan
from the corporation once the situation was made clear to him. Mr. Poulos

I- said that he would check into matter and find out the type of account the
money was borrowed from.



- ~~1986 an~dd July QuaSrteryR~~

clof of the am"se of Mepremieeatives
I01 1levlorth ouse Office 96idig08
Veeisgton. D.C. 20515 t " . .

Irf-rence: FU Li did Sep 30. 1oC I1- ' t4

Concerning Amended July quarterly "AW.
(4/1186-/30/06 - did S/25166)...see i-"

Bear Sir: Sao jr

Tow Comeision's reviev of our amended July quarterly Report noted wh
0 ur already reported. I.e.: the $27000 borrowed ly Dr. Vandenberg* from

bin corporation (Vandenberge gnterprisess Inc.)* subsequetly deposited
Into hie personal checking account, then loaned to hie campaip comittee.
won probably not an appropriate transaction. The Candidate and I believed

0 that his borroving funds from his own corporation and then lending It to
M the campalig cmittee was, in effect, the em as a personal loan fro the

Cendidate. fovever, as the Reports Analysis Division has observed, iWis was
not the case, since the original funds were "repdyble. i.e.. they mere
not a payment of salary, comisaion nor distribution of nerel equity.

I met emphasise again, hmver, that on our own initiative and with the
desire to completely abide by Federal campaign lw, e sought to correct

this situation. The Candidate obtained a personale unsecurede signature

loan frm a bank to replace his Corporation's loan to the caaign via bs

personal checking account. The net effect remains an outstanding low
repayable in the amount of $40000 ($3000 +27000 $10000).

In light of the above and in response to the requestlpgidance contained In
the referenced letter, please fied the following:

- Ind 2. which contains aNended Schsdules A 4 C to the April 15th Qrtly Rpt.

- lacl 3, %bich contains newly submitted supporting Scbedules A G 5, an

mnded Schedule C and a Zed Amendment of the Detailed Sinary Page, all
to the July 11th Qrtly Rpt.

- lal 4a which contains an mended Schase C and a 20d Indmnt of the
tetalled sumnary Page, all to the I Day Pre-Prinary Dpt.

the October 15th Quarterly Report filed yesterday by Certified Nail contains

GaLa reflecting all the above endments to prior reports. I hope that this

Correspondence and the enclosed docmnts unravel the confusion that we my

he caused. Pleae let me knov if you require any further Information or

he any questions that I can anwer by phone (3011338-098).

COPY: state Adinistrativc Board of Elections Sincerely,

P.O . sx 231SAutapolis, ?1 21404-023 AA
1 0ehnP. Poulos, Treasurer

10194 B1tonofe National Plke. Suite 110 e P0 Box 892 Ellicott City MD 21043 9 301) 4' 77fl

AW .. .me &-I M k- f, Vy 0 '." ' **'" C. " S' os C'tai-..e $ . - *witl * ' ,.
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FEDERAL ELECT W-3

stphen Y. Poulds, Treasurer
John Yandenberge Victory '64
10194 Baltimore National PLU

Suito 110
2iii.ott City, MiD 21042

Identification Numbers C00202291

ikference3 Amended July Quarterly Report (4/1/86-6/30/86 - dated
8/25/86)

40
Dear Mr. Pouldl

'V
On September 30# 1986 you were notified that a review of the

above-referenced report(s) raised questions as to specific
contributions and/or expenditures. and the reporting of certain

n " Information required by the Federal 3lection Campaign Act.

Your October 22# 1986 response is Incomplete because you
have not provided all the requested information. For this
response to be considered adequate, the following Information is
still required.

-The Commission notes your October 22. 196 Amended
July Quarterly* Amended 12 Day Ire-Primary. and 12 Day
Ire-General Reports. The Commission Is also in receipt

£ of your October Quarterly Report. Your 1986 Amended 12
Day Pre-Primary and 1986 October Quarterly Reports
indicate that the candidate's wife is an endorser of

o the $40,000 bank loan. These two reports also state
that the $40,000 loan *is Z secured by any property'
but that the bank 'has the right of setoff to Dr. and
Urs. Vandenberge's personal checking account and the
checking account of their jointly owned corporation,
Vandenberge Znterprises, Inc.' In contrast, your 1986
Amended July Quarterly and 1986 12 Day Pre-General
Reports still indicate that the candidate's wife is an
endorser of the loan, but state only that the loan 'is
a personal unsecured signature loan.'

Please note that an individual may not make
contributions to a candidate for federal office in
excess of $1,000 per election (2 U.S.C. 5441a(a) and
(f)). For purposes of the Federal Blection Campaign

Act, a loan or loan endorsement from an individual is
considered a contribution, and a candidate's spouse is
subject to the $1,000 per election limitation.



,t the loan in question was secured by
i joint assets, rlease clarify your 3
Lollving informat on:

vt , the

if this information is not received by the Commission within

fifteen (15) days from the date of this notice, the Commission

may choose to initiate audit or legal enforcement 
action.

If you should have any questions related to this matter.

please contact Robin Kelly on our toll-free 
number (800) 424-9530

or our local number (202) 376-2480.

Sincerely,

?John D. Gibson
Assistant Staff Director
eports Analysis Division

o -

~q
Iffr

€6'

- whether or not the loan vas s
the due date or amoritization 0-

- brief description of the collater e
property used as a basis for th 1*..

- the owners of the collateral or rbe pgoperty
used as a basis for the loan

S- the type of ownership of such prOerty
(e.g., tenants by the entireti5, joint
tenants, tenants in commaon, etc.)

- the percentage of such property owned by
each owner

- value of such property
- the capacity in which each signatory signed

(e.g., co-maker, endorser, guarantor)

In addition, please clarify whether this loan is

guaranteed by the assets of Dr. and Nrs. Vandenberge's

personal checking account and/or the checking account

of Vandenberge Bnterprises, Inc. Please be advised

that a loan guaranteed by a corporation is prohibited

by the Act (2 U.S.C. S44lb(a)).

If your committee has received a contribution in the

form of loan endorsements which exceed the limitations

and/or are prohibited by the Act, the Commission

recommends that you repay the amounts that violate the

limitations and/or prohibitions of the Act. The

Commission should be notified in writing if a repayment

is necessary. In addition, any repayment should be

reflected on Line 19 of the Detailed Summary Page.

If the loan endorsements in question were incompletely

or incorrectly reported, you may wish to submit

additional 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 and prohibited

contributions, prompt action by you to repay the

excessive and prohibited amounts will be taken into

consideration.



rams call te1vd from:,tbb~u~,W.~

TO$ Robin Ke1y, Auanyst

MM or omIlMI l ohn Vandenber for,

DAT:s November 7, 1986

Mr. Poulos called to explain that he was waiting
information regarding the loan. He asked if we could

I told him that we could not, but he may want to send
the situation.

for the bank to supply
grant him an extension.
in a letter explaining
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SOVWX Of AlUR i

RELEVANT STATUTORY
AND REGULATORY
SECTIONS:

John vandenberge foiCcntess
Stephen P. Poaloss. l* treasu rer

Vandenberg* *ut*rprjiS*, Inc.

Linda Vandenberge

2 U.S.C.
2 U.S.C.
2 U.S.C.
2 U.S.C.
2 U.S.C.
2 U.S.C.

11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C. F.R.
UCC 3-402

431(8) (A) (i)
431(8) (A) (vii) (I)
432 (e) (2)
441a (a) (1) (A)
441a (f)
441b (a)
100.7(a) (1) i) (C)
100.7(a) (1) i) (D)
101.2 (a)
103.3 (b)
100.7(b) (11)
110.10(b) (1)

cn i

INTERNAL REPORTS
CHECKED: Public Records

FEDERAL AGENCIES
CHECKED: None

I. GENERATION OF MATTER

This matter was referred to the Office of the General

Counsel by the Reports Analysis Division (RAD) for the apparent

receipt by John Vandenberge for Congress ("the Committee") of a

corporate contribution from Vandenberge Enterprises, Inc. and an

excessive contribution in the form of a loan endorsement from

Linda Vandenberge.

C)

<1

c,

a q



The 1986''April Quarterly Report of the Committee disclosod

the receipt of $30,000 In loans fro the r andidate between

November 21, 1965, and March 31, 1986. These included a $3,000

loan on November 21, 1985, a $10,000 loan on March 26, 1986, and

a $17,000 loan on March 31, 1986. The 1986 July Quarterly Report

disclosed a $10,000 loan on May 16, 1986, from the candidate but

the report did not note whether the candidate used his personal

funds.

In response to a Request for Additional Information ("RFAI")

dated August 11, 1986, requesting information as to the source of

these loans, the candidate stated that the first $30,000 was

loaned from either his personal checking or personal savings

account, but that, in early May 1986, he learned from his

attorney, who was conducting a general review of campaign

records, that $27,000 of this amount was "first borrowed" from a

corporation co-owned by his wife and him, Vandenberge

SEnterprises, Inc. After receiving advice from his attorney and

from counsel for the National Republican Congressional Committee

("NRCC") that "the transaction could be challenged," the

candidate borrowed $40,000 from the Mercantile Safe Deposit &

Trust Company "under signature" of his wife and himself on a

personal note. On May 16, 1986, he reimbursed the corporation

for $27,000 and lent the campaign another $10,000. Attached to

the candidate's letter was a copy of a combined loan agreement



q3

and note for 440,000 ig4 .by the !candidate and his wtf, L

Vandenberge. he loan was repayable over the coutse ot,"a year .t

10.5% interet. ?b copyo h gemn and note Is not

entirely legibMe. hebohe, poviOfts for

a "security Interett*' ae not1Marked, there appears to be a mark,

next to the statemnt, 61 an giving the Bank the right 
of setoff

against any money or property in the Bank's possession.
-/

R&D sent an RrAI to the Committee on September 30, 1986,

noting a possible corporate contribution by Vandenberge

Enterprises and a possible excessive contribution by Mrs.

Vandenberge. In addition, R&D enclosed a *Notice to All

- Candidates and Committees' explaining the types of corporate

-- accounts prohibited for use in federal campaigns under 2 U.S.C.

S 441b. This Notice, issued by the Commission under the

Chairman's signature in 1978, stated that the Commission

0
11W distinguishes among three types of corporate accounts 

used by

employees: (1) repayable drawing accounts, (2) non-repayable

drawing accounts, and (3) expense accounts. The Notice stated:

SContributions made from drawing accounts that

the employee is responsible to repay will be
considered corporate contributions for the
outstanding period of the draw, however,
contributions made from non-repayable drawing
accounts established to permit personal draws
against salary, profits or commissions will
be considered personal contributions.
Contributions written against standard
expense accounts are prohibited as corporate
contributions.

1/ In the RAD Referral attachment, this Office has substituted

a more legible copy of the loan agreement and note for the copy

inserted at Attachment 8 of the referral. This more legible copy

was reproduced from the Committee's file in RAD.
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In response to the iRf, the treasurer enclosed a letter and

an amended July Quar terly. The treasurer stated that the

Vandenberge Znterpr L0se funds used were repayable, i.e., they

were not a payment of salary, commission or distribution of

owner's equity And, therefore, were prohibited corporate funds.

The amended report included a Schedule C showing $27,000 in

loans, i.e., the March 1986 loans previously reported from the

candidate, as being from Vandenberge Enterprises and as fully

repaid and the November, 1985, loan as repaid to Dr. Vandenberge.

The report also showed the receipt of the $40,000 bank loan with

Mrs. Vandenberge as the endorser. The report stated that "the

loan was a personal, unsecured signature loan" and that "[tihe

candidate's net worth exceeds amount guaranteed."

7' On October 24, 1986, RAD sent another RFAI questioning the

reporting of the $40,000 loan on the amended July Quarterly and

amended Pre-General Reports as compared to the reporting of the

same loan on the amended 12 Day Pre-Primary and October Quarterly

Report. The amended July Quarterly and amended Pre-General

Reports stated that the candidate's wife is an endorser of the

loan and that the loan is a "personal, unsecured signature loan."

The other two reports, while also showing Mrs. Vandenberge as an

endorser, stated that the loan is not secured by any property but

that the bank "has the right of setoff to Dr. and Mrs. Vandenberge's

personal checking account and the checking account of their

jointly owned corporation, Vandenberge Enterprises, Inc." The

RFAI sought information as to the source of the $40,000 loan and
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clarification as to whether the 9~a wa urntedbastso

Vandenberge Unterprises. -

On November- 10, 1996, 'AD received a reply letter from the

treasurer. The treasurer stated-thathe was waiting to hear from

the bank as to Mrs* Vandenberge's status, but that a bank officer

had stated that he did not consider her to be a co-maker,

endorser, or guarantor, but rather a "co-borrower." The

treasurer stated that he had erred in reporting that the checking

account of the corporation was subject to the bank's "right of

setoff." According to the treasurer, the bank officer informed

him that, "since this was a personal, unsecured signature loan to

Dr. & Mrs. Vandenberge, only their personal joint checking

account could be subject to setoff and only after exhausting

normal bank and, subsequently, legal procedures to collect on a

defaulted loan." (Emphasis included.) The treasurer stated that

the bank does not regard the personal checking account as

collateral for the loan, that there is no listing of the account

in the loan agreement, and that, therefore, the loan is not

guaranteed by either the personal or corporate checking accounts.

The treasurer maintained that since "tihere was no property

nor collateral used as a basis for the loan," questions as to

type and percentage of ownership are inapplicable. The treasurer

stated, however, that even if Mrs. Vandenberge's signature might

otherwise make her a contributor, "the joint net worth of

Dr. and Mrs. Vandenberge exceeds more than twice the $40,000 loan

amount," and, therefore, Mrs. Vandenberge's role as co-borrower

is a "moot point."

09
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Thi Of ie ntestht tC C~mtte'spost-General and &er

ed Reports, which were tiled sub*qwsent ,to the tressurer's

letter, list John-and i/nda Va4ekb brge s o-akers on the loon.,:

'These reports Lalso state that "[t|hje candidate's singular net

worth exceeds amount guaranteed.

5. Analysis

1. Uak ing and AUcotance of Corporate Contributions

Section 441b(a) of Title 2 prohibits the making and knowing

acceptance of corporate contributions in connection with an

election for federal office. The Committee itself has indicated

that the origin of $27,000 in loans from the candidate to the

Committee was corporate funds. The details of this origin,

- however, are unclear. If the funds were transferred from the

corporation to the checking account prior to the time

Dr. Vandenberge became a candidate and not in contemplation of

the candidacy, then the funds should not be construed as
r

corporate in origin. See 11 C.F.R. 5 l0.10(b)(l). However,

counsel for the NRCC, in reviewing the transactions involved,

indicated to the Committee that the loans "could be challenged."

If the loans were corporate in origin, the question arises

as to whether the corporate funds were returned in a timely

manner under 11 C.F.R. S 103.3(b). According to the candidate,

the Committee learned in early May that it should return the

corporate funds, and Vandenberge Enterprises was reimbursed on

May 16, 1986. The regulation in effect at the time, at 11 C.F.R.

S 103.3(b) (1), stated that "[clontributions which appear to be



illegal shall be, within 10 day, eturned to the contributor, or,

deposited into the amaign depository and reported. According

to the ne r aton at11 01. M3O(b) (2),tf the

treasurer of: a politial POuSittee -dtscovE that a contribution.

is illegal after its a0ce"ptane, the tr*asurer shall refund the

contribution within thirty days of the discovery of the

illegality.

Although the return of the contribution may have occurred in

early May, the candidate in the present instance should have

known the origin of his own funds and the illegality should have

been discovered as of the date the contributions were made. (It

is not material that he may not manage his own money.) According

- to 2 U.S.C. S 432(e)(2) and 11 C.F.R. S 101.2(a), a candidate who

1 receives a contribution for use in connection with his or her

Pcampaign shall be considered as having received the contribution

as an agent of the committee. According to 11 C.F.R. S 101.2(b),

when an individual becomes a candidate, any funds received prior

to becoming a candidate in connection with his or her campaign

shall be deemed to have been received by the candidate as an

agent of his or her committee. It appears, therefore, that

Dr. Vandenberge accepted funds from Vandenberge Enterprises as an

agent of the Committee. Because the candidate was an agent of

the Committee and because he had constructive knowledge of the

origins of these funds, the pertinent starting dates for

determining the timely return of the contributions are the dates

on which Dr. Vandenberge received the funds. These
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dates could be no later than March 26,1S86, the 
dat. of the

160'00 loan r rted as bilng from Vaadefb~tI@ to the

Comittee and :Mreb. 31, 19*6, thedate -of the $17,000 loan

reported as being from Dr. VoWdeniberge to the committee. 
'hus

the return of the $27,000 on May 16, 1906, Vas not timely under

11 C..R. S 103.3(b) in either its past or present form.

Based on the foregoing analysis, this Office recommends 
that

the Commission open a Matter Under Review and find reason 
to

believe that Vandenberge Enterprises, Inc. violated 2 U.S.C.

S 441b(a) for the making of corporate contributions and 
reason to

believe that the Committee and Stephen P. Poulos, as treasurer,

violated 2 U.S.C. 5 441b(a) for the knowing acceptance 
of

corporate contributions.

2. Making and Acceptance of an Excessive Contribution

Section 441a(a) (1) (A) of Title 2 states that no person may

0
make a contribution to any candidate and his authorized

committees with respect to any election for federal office which,

in the aggregate, exceed $1,000. Section 441a(f) of Title 2

prohibits the knowing acceptance of contributions exceeding 
the

limits of 2 U.S.C. S 441a.

The making of the $40,000 loan raises the issue of a

possible contribution by Mrs. Vandenberge in excess of the 
limit

of 2 U.S.C. S 441a(a)(1)(A). This issue has three components.

They are (1) the significance of Mrs. Vandenberge's signature;

(2) the basis of the loan; and (3) the amount of the contribution

to be attributed to the candidate and, therefore, not to

Mrs. Vandenberge.



According to 2U.S.C. 5 431(S)(A)(i), a loan is a

contribution and, aoodftlng to, 2 u.s.C. S 431(9) (A) (vii) (I) and

11 C.F.R. S lO.7(a).(l)(i) (C)#,a bank loan is a contributionby,

each endorser or guarantor. ach. endorser or guarantor shall be

deemed to have contributed that portion of the total amount for

which he or she agreed to be liable and, in the absence of the

stipulation of a pltion, the loan shall be considered a loan by

each endorser or guarantor in the same proportion to the unpaid

balance that he or she bears to the total number of endorsers or

guarantors. The Committee treasurer has maintained that

Mrs. Vandenberge did not sign the loan note as a co-maker,

. endorser, or guarantor, but as a "co-borrower." However, the

Post-General and Year End Reports of the Committee list

3Mrs. Vandenberge as a co-maker. In addition, although the

signatures of John and Linda Vandenberge do not state a specific

capacity next to the signatures, the language of the instrument

indicates that they may have been co-makers.2/
C
0

a 2/ Even if the treasurer were to maintain further that
Mrs. Vandenberge merely signed as a "co-borrower," this assertion
would be contrary to the Uniform Commercial Code, which is in
effect in Maryland. According to UCC S 3-402, "tulnless the
instrument clearly indicates that a signature is made in some
other capacity, it is an indorsement." Code, Commerical Law,
S 3-402 (Maryland citation). According to the Official Comment
to the UCC,

[parol] evidence is not admissible to show
any other capacity, except for the purpose of
reformation of the instrument as it may be
permitted under the rules of the particular
jurisdiction. The question is to be
determined from the face of the instrument
alone, and unless the instrument itself makes
it clear that he has signed in some other
(Footnote continued)



making the loan to the eCandt~~b o use any Of the
Vandenberges' aastR 41 QOl1*t~i4 V a I's -of*£~ the on

The bank Olff s sth 0 that the bahk

had the right of seotff agast tges, joint checking

account and was looking to thataObint asa basis for the loan

even though there. is no listing of thet"wOa unt in the loan

agreement.

The treasurer has stated that, since the "Joint net worth'

of the Vandenberges exceeds twice the $40,000 amount of the loan,

Mrs. Vandenberge could co-sign without becoming a contributor.

This, however, is a misinterpretation of 11 C.F.R.

,'mm S 100.7(a) (1) (i) (D) and 11 C.F.R. S 110.10(b). Section

7 1% 100.7(a)()(i)(D) states:

(D) A candidate may obtain a loan on which
his or her spouse's signature is required
when jointly owned assets are used as

Vr collateral or security for the loan. The
spouse shall not be considered a contributor

Cto the candidate's campaign if the value of
the candidate's share of the property used as

0 collateral equals or exceeds the amount of
a the loan which is used for the candidate's

campaign. 2

(Footnote 2 continued)

capacity the signer must be treated as an
indorser.

Therefore, at the very least, Mrs. Vandenberge is an endorser.

3/ The Explanation and Justification of this regulation
includes within the meaning of the regulation the concept of a
candidate's property as a basis for the loan, as well as the
strict concept of collateral. Explanation and Justification of
Regulations Concerning a Candidate's Use of Property in Which



A~ dIfinlition of the': capfdIdte's share Of the propertl to

found at 11 C0761. la 1.10b whctoti# personal. funds of

the canfd idate, I* -parto s

(1) (amY assets which, unadr a cable
state law* at the time he or she b#c u . a
candidats, the cam4,ate hd r righo
access to or control over, and" with respect
to which .the candidate had eithers

() Zgal and rightful tit]* P" or
(ii) An equitable interest

Section 110.10(b) states further, at subsection (3), that

(3) [al candidate may use a portion of
assets jointly owned with his or her spouse
as personal funds. The portion of the

-, jointly owned assets that shall be considered
as personal funds of the candidate shall be
that portion which is the candidate's share
under the instrument(s) of conveyance or

ownership. If no specific share is indicated
by an instrument of conveyance or ownership,
the value of one-half of the property used

shall be considered as personal funds of the
candidate.

o Therefore, the treasurer would be correct only if 
Dr. Vandenberge's

1 r share of the net worth alone equaled $40,000-/ and the bank made

the loan on the basis of the Vandenberges' net worth. It appears

thus far, however, that the bank was looking to the joint

personal checking account, not to the Vandenberges' total net

worth. Without further information as to the size of the account

(Footnote continued)

Spouse has an Interest, [48 FR 19020, April 27, 19831. It should

also be noted that this is a permissive regulation; without this

regulation, the signatory spouse would be a contributor to the

extent provided for in 11 C.F.R. 5 100.7(a)(1)(i)(C).

4/ The use of the phrase "singular net worth" on the Post-

General and Year End Reports indicates that the Committee may

have become aware of this issue.
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and the bat*,eof thea"Canddate in .'&t' account, it appears, that

the 004 idatO*'s Saat 0Of this asset might. have been less tha

$40 0 0@,0 anor the*s, a0t @tt'Ionfl iron Linda Vandenbeg* maWy have

resulte4~100 acOdl o1 ... S1 7(a) ()(D). f the

Candida-e's Mhare was less than $39, 0, Mrs. vandenberge's

contribution would have exceeded $1,000.

Based on the foregoing analysis, this Office recommends that

the Commission find reason to believe that Linda Vandenberge

violated 2 U.S.C. S 441a(a) (1) (A) and that the Committee 
and

Mr. Poulos, as treasurer, violated 2 U.S.C. S 441a(f).

C. Investigation

In order to ascertain the nature of the contribution that

apparently originated with Vandenberge Enterprises and in 
order

to ascertain further details of the $40,000 bank loan, this

Office also recommends the approval of questions and requests for

documents to be sent to the respondents.

III. IECOINDATIOnS

1. Open a Matter Under Review.

a 2. Find reason to believe that Vandenberge Enterprise, Inc.

violated 2 U.S.C. S 441b(a).

3. Find reason to believe that John Vandenberge for Congress

and Stephen P. Poulos, as treasurer, violated 2 U.S.C. S 441b(a).

4. Find reason to believe that Linda Vandenberge violated

2 U.S.C. S 441a(a) (1) (A).

5. Find reason to believe that John Vandenberge for Congress

and Stephen P. Poulos, as treasurer, violated 2 U.S.C. S 441a(f).
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6. Approve the attached letters with questions.

ing General Counsel

Attachments
1. Referral from RAD
2. Proposed letter, analysis, and questions to 

the Committee

3. Proposed letter and analysis to Vandenberge 
Enterprises,

Inc
4. Preposed letter and analysis to Linda vandenberge.

~q.



Sum UO",~

tot Congros5
.. treasure

Yu~4*ei~e U~~trisea,, Inc.

Li"*s Vazndaznborg

CERTIFIC&AIO

I, MarJorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on July 21

1987, the Commission decided by a vote of 5-0 to take

the following actions in RAD Ref. 87L-01:

1. Open a Matter Under Review.

2. Find reason to believe that Vandenberge
Enterprise, Inc. violated 2 U.S.C. S 441b(a).

3. Find reason to believe that John Vandenberge
for Congress and Stephen P. Poulos, as treasurer,
violated 2 U.S.C. S 441b(a).

4. Find reason to believe that Linda Vandenberge
violated 2 U.S.C. S 441a(a) (1) (A).

5. Find reason to believe that John Vandenberge
for Congress and Stephen P. Poulos, as
treasurer, violated 2 U.S.C. S 441a(f).

6. Approve the letters with questions, as
recommended in the First General Counsel's
Report signed July 15, 1987.

(continued)
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~ ZU~ *f iak, tcGarry, and i

S ot .e ionl COMM'issioner

M@P0M4 ~ 0~t ~Vote.

Attest:

Date rjorie We EmmonsDate Secretary of the Commission

Received in the Office of Commission Secretary:Wed., 
7-15-87, 3:31

Circulated on 48 hour tally basis: Thurs., 7-16-87, 11:00

Deadline for vote: Mon., 7-20-87, 4:00



FEDERAL ELECION COMMISSION
WASHINGTON, O-C 2W43

3uly 28, 1987

Linda Vandenberg*
3934 St. John's n
Ellicott City, ND 21043

Re: MUR 2522

Linda Vandenberg.

Dear Mrs. Vandenberge

On July 21 , 1987, the Federal Flection Commission
found that there is reason to believe you violated 2 U.S.C.
S 441a(a) (1) (A), a provision of the Federal Election Campaign Actof 1971, as amended ('the Act'). The '?actual and Legal Analysis,
which formed a basis for the Commiss.on's finding, is attached
for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against you. You may submit any
factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such
materials to the General Counsel's Office, within 15 days of your
receipt of this letter. Where appropriate, statements should be

0 submitted under oath.

In the absence of any additional information demonstrating
Cthat no further action should be taken against you, the

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

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



Letter to Linda Vandenberg.
Page 2

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

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

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. SS 437g(a)(4)(3) and 437g(a)(12)(A),
unless you notify the Commission in writing that you wish the
investigation to be made public.

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

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

Sincerely,

Scott E. Thomas
Chairman

0
Enclosures

Factual and Legal Analysis
Procedures
Designation of Counsel Form



RUSPONDIVT 'Linda VnARtberge

A. 7aeI

The 1986 April Quarterly Report of John Vandenberge for

Congress (rthe Committee') disclosed the receipt of $30,000 in

loans from the candidate between November 21, 1985, and March 31,

1986. These included a $3,000 loan on November 21, 1985, a

$10,000 loan on March 26, 1986, and a $17,000 loan on March 31,

1986. The 1986 July Quarterly Report disclosed a $10,000 loan on

May 16, 1986, from the candidate but the report did not note

whether the candidate used his personal funds.

In response to a Request for Additional Information ("RPAI")

dated August 11, 1986, requesting information as to the source of

these loans, the candidate stated that the first $30,000 was

loaned from either his personal checking or personal savings

account, but that, in early May 1986, he learned from his

attorney, who was conducting a general review of campaign

records, that $27,000 of this amount was "first borrowed" from a

corporation co-owned by his wife and him, Vandenberge

Enterprises, Inc. After receiving advice from his attorney and

from counsel for the National Republican Congressional Committee

("NRCC") that "the transaction could be challenged," the

candidate borrowed $40,000 from the Mercantile Safe Deposit &

Trust Company "under signature" of his wife and himself on a

personal note. On May 16, 1986, he reimbursed the corporation



for $27,000 and ]eftt the campaign &an*thr $1, 000. Attached, to

the candidate'8 letter was a oapy of a oombined loan agreement

and note for $40,000 signed by :the candidate and his wife, Linda

Vandenberge. The loan was repayable over the course of the year

at 10.50 interest. The copy of the agreement and note is not

entirely legible. Although the boxes next to the provisions for

a 'security interest* are not marked, there appears to be a mark

next to the statement, "I am giving the Bank the right of setoff

against any money or property in the Bank's possession."

The Reports Analysis Division ("RAD") sent an RFAI to the

Committee on September 30, 1986, noting a possible excessive

contribution by Mrs. Vandenberge. In response to the RFAI, the

treasurer enclosed a letter and an amended July Quarterly. The

amended report included a Schedule C showing $27,000 in loans,

i.e., the March, 1986 loans previously reported from the
0

candidate, as being from Vandenberge Enterprises and as fully

repaid and the November, 1985, loan as repaid to Dr. Vandenberge.

The report also showed the receipt of the $40,000 bank loan with

o Mrs. Vandenberge as the endorser. The report stated that "the

loan was a personal, unsecured signature loan" and that "[tlhe

candidate's net worth exceeds amount guaranteed."

On October 24, 1986, RAD sent another RFAI questioning the

reporting of the $40,000 loan on the amended July Quarterly and

amended Pre-General Reports as compared to the reporting of the

same loan on the amended 12 Day Pre-Primary and October Quarterly
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Report. The amend4d July Quarterly and amened preGneral

Reports stated that the candidate's wife is an endorser of the

loan and that the loan is a 'personal, unsecured signature loan.*

The other two reports, while also showing Mrs. Vandenberge as an

endorser, stated that the loan is not secured by any property but

that the bank "has the right of setoff to Dr. and Mrs. Vandenberge's

personal checking account and the checking account of their

Jointly owned corporation, Vandenberge Enterprises, Inc.* The

IFAI sought information as to the source of the $40,000 loan and

clarification as to whether the loan was guaranted by assets of

Vandenberge Enterprises.

-- On November 10, 1986, RAD received a reply letter from the

-m treasurer. The treasurer stated that he was waiting to hear from

the bank as to Mrs. Vandenberge's status, but that a bank officer

had stated that he did not consider her to be a co-maker,
C0

endorser, or guarantor, but rather a "co-borrower." The

treasurer stated that he had erred in reporting that the checking

account of the corporation was subject to the bank's "right of

0 setoff." According to the treasurer, the bank officer informed

him that, "since this was a personal, unsecured signature loan to

Dr. & Mrs. Vandenberge, only their personal joint checking

account could be subject to setoff and only after exhausting

normal bank and, subsequently, legal procedures to collect on a

defaulted loan." (Emphasis included.) The treasurer stated that

the bank does not regard the personal checking account as

collateral for the loan, that there is no listing of the account



in the loan agreement, and that, therefore, the loan is not

guaranteed by either the personal or corporate checking accounts.

The treasurer smaintained that since 'ItIhere was no property

nor collateral used as a basis for the loan,' questions as to

type and percentage of ownership are inapplicable. The treasurer

stated, however, that even if Mrs. Vandenberge's signature might

otherwise make her a contributor, 'the joint net worth of

Dr. and Mrs. Vandenberge exceeds more than twice the $40,000 loan

amount,' and, therefore, Mrs. Vandenberge's role as co-borrower

is a 'moot point."

This Office notes that the Committee's Post-General and Year

End Reports, which were filed subsequent to the treasurer's

letter, list John and Linda Vandenberge as co-makers on the loan.

These reports also state that "[tihe candidate's singular net

worth exceeds amount guaranteed."

B. Analysis

Section 441a(a) (1) (A) of Title 2 states that no person may

make a contribution to any candidate and his authorized

Ccommittees with respect to any election for federal office which,

in the aggregate, exceed $1,000. The making of the $40,000 loan

raises the issue of a possible contribution by Mrs. Vandenberge

in excess of the limit of 2 U.S.C. S 441a(a)(1)(A). This issue

has three components. They are (1) the significance of

Mrs. Vandenberge's signature; (2) the basis of the loan; and (3)

the amount of the contribution to be attributed to the candidate

and, therefore, not to Mrs. Vandenberge.



According to 2 U.S.C. S 431(8) (A) i), a loan is a

contribution and, according to 2 U.S.C. S 431(8) (A) (vii) (I) and

11 C.F.R. S 100.7(a)()(i)(C), a bank loan is a contribution by

each endorser or guarantor. Bach endorser or guarantor shall be

deemed to have contributed that portion of the total amount for

which he or she agreed to be liable and, in the absence of the

stipulation of a portion, the loan shall be considered a loan by

each endorser or guarantor in the same proportion to the unpaid

balance that he or she bears to the total number of endorsers or

guarantors. The Committee treasurer has maintained that

Mrs. Vandenberge did not sign the loan note as a co-maker,

endorser, or guarantor, but as a "co-borrower." However, the

Post-General and Year End Reports of the Committee list

Mrs. Vandenberge as a co-maker. In addition, although the

signatures of John and Linda Vandenberge do not state a specific
0

capacity next to the signatures, the language of the instrument

indicates that they may have been co-makers.1/

(77

0 1/ Even if the treasurer were to maintain further that
Mrs. Vandenberge merely signed as a "co-borrower," this assertion
would be contrary to the Uniform Commercial Code, which is in
effect in Maryland. According to UCC 5 3-402, "fulnless the
instrument clearly indicates that a signature is made in some
other capacity, it is an indorsement." Code, Commerical Law,
S 3-402 (Maryland citation). According to the Official Comment
to the UCC,

[paroll evidence is not admissible to show
any other capacity, except for the purpose of
(Footnote continued)
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Th~e treasurer has atte*ptad to aa* th t .rguflot that, In
making the loan totthe aa4tde the bank did not 'U0 any of the

Vandenborges' assets toco13*imal or as a basis fot the loan.

The bank officer's.stateent ,howe'ver, indicates that the bank

had the righ4t of etoffag nit theVande*be*rges' 9joint checking

account and was looking to that aceount as a basis for the loan

even though there is no listing of the account in the loan

agreement.

The treasurer has stated that, since the "Joint net worth'

of the Vandenberges exceeds twice the $40,000 amount of the loan,

Mrs. Vandenberge could co-sign without becoming a contributor.
Ln

This, however, is a misinterpretation of 11 C.F.R.

S 100.7(a) (1) (i) (D) and 11 C.F.R. S ll0.l0(b)(1). Section

lOO.0.7(a) (1) (i) (D) states:

(D) A candidate may obtain a loan on which
his or her spouse's signature is required

O when jointly owned assets are used as
collateral or security for the loan. The
spouse shall not be considered a contributor
to the candidate's campaign if the value of
the candidate's share of the property used as
collateral equals or exceeds the amount of

(Footnote 1 continued)

reformation of the instrument as it may be
permitted under the rules of the particular
jurisdiction. The question is to be
determined from the face of the instrument
alone, and unless the instrument itself makes
it clear that he has signed in some other
capacity the signer must be treated as an
indorser.

Therefore, at the very least, Mrs. Vandenberge is an endorser.
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the loan which is used for tho Q*ER&Wot@'5
campaign .3/

A definition of the candidate's shart of the property is.

found at 11 C.F.R. S 110.10(b) which detinet pirsonal funds of

the candidate, in part, as:

(1) [any assets which, under applicable
state law, at the time he or she beaame a
candidate, the candidate had legal right of
access to or control over, and with respect
to which the candidate had either:

i) Legal and rightful title, or
(ii) An equitable interest

Section 110.10(b) states further, at subsection (3), that

(3) [a] candidate may use a portion of
assets jointly owned with his or her spouse

LI) as personal funds. The portion of the
jointly owned assets that shall be considered
as personal funds of the candidate shall be

MOM that portion which is the candidate's share
under the instrument(s) of conveyance or
ownership. If no specific share is indicated
by an instrument of conveyance or ownership,
the value of one-half of the property used
shall be considered as personal funds of the

0) candidate.

Therefore, the treasurer would be correct only if Dr. Vandenberge's

share of the net worth alone equaled $40,000 -/ and the bank made the

2/ The Explanation and Justification of this regulation

includes within the meaning of the regulation the concept of a
candidate's property as a basis for the loan, as well as the
strict concept of collateral. Explanation and Justification of
Regulations Concerning a Candidate's Use of Property in Which
Spouse has an Interest, [48 FR 19020, April 27, 19831. It should'
also be noted that this is a permissive regulation; without this
regulation, the signatory spouse would be a contributor to the
extent provided for in 11 C.F.R. 5 100.7(a) (1) (i) (C).

3/ The use of the phrase "singular net worth" on the Post-
General and Year End Reports indicates that the Committee may
have become aware of this issue.
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,oan on the basls of -th# Vandonberges' net worth. It appears

thus far, however, that the bank was looking to the Joint

personal checking accont, *-not 1* the Vandenberges' total net

worth. Without further information as to the size of the account

and the share of the candidate in that account, it appears that

the candidate's share of this asset might have been less than

$40,000 and, thus, a contribution from Linda Vandenberg* may have

resulted according to 11 C.F.R. S 100.7(a)(l)(i)(D). If the

candidate's share was less than $39,000, Mrs. Vandenberge's

contribution would have exceeded $1,000.

LIM Based on the foregoing analysis, this Office recommends that

-- the Commission find reason to believe that Linda Vandenberge

violated 2 U.S.C. 5 441a(a) (1) (A).

CD

C,ar



FEDERAL ELECTIO COMMISSION
A I WAsHIN~tt C 20*3

July 28, 1981

John4 Ves0ebcg.# *D*8
V411tabW0 n terprises, 0nU0

3 94 St 4ohn8 0ane
Zicott Ckit, N 21043

Re: NUR 2522

Dear Dr. and Mrs. Vandenberge:

on July 21 , 1987, the Federal Election Commission
0 found that there is reason to believe Vandenberge Enterprises,

Inc. violated 2 U.S.C. S 441b(a), a provision of the Federal
Election Campaign Act of 1971, as amended ('the Act"). The
Factual and Legal Analysis, which formed a basis for the
Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against Vandenberge Enterprises. You
may submit any factual or legal materials that you believe are
relevant to the Commission's consideration of this matter. In

O addition, list the officers and owners of Vandenberge Enterprises,
Inc. and the percentage of each owner's share in the corporation.

VPlease submit such materials to the General Counsel's Office within
15 days of your receipt of this letter. Statements should be
submitted under oath.

In the absence of any additional information demonstrating
that no further action should be taken against Vandenberge
Enterprises, the Commission may find probable cause to believe
that a violation has occurred and proceed with conciliation.

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

must be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

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

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

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

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

Sincerely,

N/

Scott E. Thomas
O Chairman

17 Enclosures

C Factual and Legal Analysis
Procedures
Designation of Counsel Form
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ISPONDBJTt Vandenberge Enterprises, Inc.

A. pacts

The 1986 April Quarterly Report of John vandenberge for

Congress ("the Committee") disclosed the receipt of $30,000 in

loans from the candidate between November 21, 1985, and March 31,

1986. These included a $3,000 loan on November 21, 1985, a

$10,000 loan on March 26, 1986, and a $17,000 loan on March 31,

1986. The 1986 July Quarterly Report disclosed a $10,000 loan on

May 16, 1986, from the candidate but the report did not note

-- whether the candidate used his personal funds.

-m In response to a Request for Additional Information ("RFAI")

dated August 11, 1986, requesting information as to the source of

these loans, the candidate stated that the first $30,000 was

loaned from either his personal checking or personal savings

account, but that, in early May 1986, he learned from his

o attorney, who was conducting a general review of campaign

0 records, that $27,000 of this amount was "first borrowed" from a

corporation co-owned by his wife and him, Vandenberge

Enterprises, Inc. After receiving advice from his attorney and

from counsel for the National Republican Congressional Committee

("NRCC") that "the transaction could be challenged," the

candidate borrowed $40,000 from the Mercantile Safe Deposit &

Trust Company "under signature" of his wife and himself on a

personal note. On May 16, 1986, he reimbursed the corporation



for $27,000 and lent the campaign anothero $10, 000.

The Reports Analysis Division ("MD") sent an RFAI to the

Committee on September 30, 1986, noting a possible corporate

contribution by Vandenberge Enterprises. in addition, RAD

enclosed a *Notice to All Candidates and Committees" explaining

the types of corporate accounts prohibited for use in federal

campaigns under 2 U.S.C. S 441b. This notice, issued by the

Commission under the Chairman's signature in 1978, stated that

the Commission distinguishes among three types of corporate

accounts used by employees: (1) repayable drawing accounts, (2)

non-repayable drawing accounts, and (3) expense accounts. The

__ Notice stated:

-- Contributions made from drawing accounts that
the employee is responsible to repay will be
considered corporate contributions for the
outstanding period of the draw, however,
contributions made from non-repayable drawing

oaccounts established to permit personal draws
against salary, profits or commissions will
be considered personal contributions.
Contributions written against standard
expense accounts are prohibited as corporate
contributions.

O In response to the RFAI, the treasurer enclosed a letter and

an amended July Quarterly. The treasurer stated that the

Vandenberge Enterprises funds used were repayable, i.e., they

were not a payment of salary, commission or distribution of

owner's equity and, therefore, were prohibited corporate funds.

The amended report included a Schedule C showing $27,000 in

loans, i.e., the March 1986 loans previously reported from the

candidate, as being from Vandenberge Enterprises and as fully
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repaid and the November, 1"05, 10an as repaid to Dr. Vandenberge.

3. Analysls

Section 441b(a) of Title 2 prohibits the making of corporate

contributions in connection with an election for federal office,

The Committee itself has indicated that the origin of $27,000 in

loans from the candidate to the Committee was corporate funds.

The details of this origin, however, are unclear. If the funds

were transferred from the corporation to the checking account

prior to the time Dr. Vandenberge became a candidate and not in

contemplation of the candidacy, then the funds should not be

construed as corporate in origin. See 11 C.F.R. S 110.10(b)(1).

However, counsel for the NRCC, in reviewing the transactions

- involved, indicated to the Committee that the loans "could be

challenged."

If the loans were corporate in origin, the question arises

as to whether the corporate funds were returned in a timely

manner under 11 C.F.R. 5 103.3(b). According to the candidate,

o the Committee learned in early May that it should return the

corporate funds, and Vandenberge Enterprises was reimbursed on

May 16, 1986. The regulation in effect at the time, at 11 C.F.R.

S 103.3(b) (1), stated that "[clontributions which appear to be

illegal shall be, within 10 days, returned to the contributor or

deposited into the campaign depository and reported." According

to the new regulation at 11 C.F.R. 5 103.3(b)(2), if the

treasurer of a political committee discovers that a contribution
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is illegal after its acceptance, the treasurer shall refund the

contribution within thirty days of the discovery of the

illegality.

Although the return of the contribution may have occurred in

early May, #the candidate in the present instance should have

known the origin of his own funds and the illegality should have

been discovered as of the date the contributions were made. (It

is not material that he may not manage his own money.) According

to 2 U.S.C. 5 432(e) (2) and 11 C.F.R. S 101.2(a), a candidate who

receives a contribution for use in connection with his or her

t O campaign shall be considered as having received the contribution

-- as an agent of the committee. According to 11 C.F.R. S 101.2(b),

when an individual becomes a candidate, any funds received prior

to becoming a candidate in connection with his or her campaign

shall be deemed to have been received by the candidate as an
0

agent of his or her committee. It appears, therefore, that

Dr. Vandenberge accepted funds from Vandenberge Enterprises as an

oD agent of the Committee. Because the candidate was an agent of

O the Committee and because he had constructive knowledge of the

origins of these funds, the pertinent starting dates for

determining the timely return of the contributions are the dates

on which Dr. Vandenberge received the funds. These dates could

be no later than March 26, 1986, the date of the $10,000 loan

reported as being from John Vandenberge to the Committee and

March 31, 1986, the date of the $17,000 loan reported as being

from Dr. Vandenberge to the Committee. Thus, the return of the
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FE tAL ELECTION COMMISSION
WA5ONCTON, D.C. 2043

July 21, 987

otephen P Pouos,, relasurer
1@~ha Vranden q for Congress
3034 st. johns Lante
.li!cott Ci M:D 21043

Re: MUR 2522
John Vandenberge for Congress
Stephen P. Poulos, as
treasurer

14) Dear Mr. Poulos:

On July 21 , 1987, the Federal Election Commission
found that there is reason to believe that John Vandenberge for
Congress ("the Committee') and you, as treasurer, violated
2 U.S.C. SS 441b(a) and 441a(f), provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act"). The
Factual and Legal Analysis, which formed a basis for the
Commission's findings, is attached for your information.

o Under the Act, you have an opportunity to demonstrate that
no action should be taken against the Committee and you, as

'treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission's consideration of

othis matter. Please submit such materials to the General
Counsel's Office, along with answers to the enclosed questions,
within 15 days of your receipt of this letter. Statements should

a be submitted under oath.

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

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.'.R.
S 111.18(d). Upon receipt of the request, the OffTie of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
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pursued. The office of the General Counsel may recommend 
that

pro-probable cause conciliation not be 
entered into at this tise

so that it may complete its investigation of the matter.

Further, the Commission will not entertain requests for pre-

probable cause conciliation after briefs 
on probable cause have

been mailed to the respondent.

Requests for extensions of time will not be routinely

granted. Requests must be made in writing at least five days

prior to the due date of the response and specific 
good cause

must be demonstrated. In addition, the Office of the General

Counsel ordinarily will not give extensions 
beyond 20 days.

If you intend to be represented by counsel 
in this matter,

please advise the Commission by completing the enclosed form

stating the name, address, and telephone number 
of such counsel,

and authorizing such counsel to receive any notifications 
and

other communications from the Commission.

The investigation now being conducted will be confidential

-- in accordance with 2 U.S.C. SS 437g(a) (4) (B) and 437g(a)(12) (A)l,

unless you notify the Commission in writing that you 
wish the

investigation to be made public.

For your information, we have attached a brief description

of the Commission's procedures for handling possible violations

of the Act. If you have any questions, please contact Jonathan

o) Levin, the attorney assigned to this matter, at (202) 376-5690.

Sincerely,

a Scott E. Thomas
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
Interrogatories and Request for Production of Document

cc: Dr. John Vandenberge (w/o Enclosures)
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RESPONDENT: John Vandenbrge for Congress

Stephen P. PoUlos, as treasurer

The 1986 April Quarterly Report of John Vandenberge for

Congress ("the Committee") disclosed the receipt of $30,000 in

loans from the candidate betveen November 21, 1985, and March 31,

1986. These included a $3,000 loan on November 21, 1985, a

$10,000 loan on March 26, 1986, and a $17,000 loan on March 31,

1986. The 1986 July Quarterly Report disclosed a $10,000 loan on

May 16, 1986, from the candidate but the report did not note

.. whether the candidate used his personal funds.

In response to a Request for Additional Information ("RFAI")

3% dated August 11, 1986, requesting information as to the source of

these loans, the candidate stated that the first $30,000 was

loaned from either his personal checking or personal savings

account, but that, in early May 1986, he learned from his

attorney, who was conducting a general review of campaign

records, that $27,000 of this amount was "first borrowed" from a

corporation co-owned by his wife and him, Vandenberge

Enterprises, Inc. After receiving advice from his attorney and

from counsel for the National Republican Congressional Committee

("NRCC") that "the transaction could be challenged," the

candidate borrowed $40,000 from the Mercantile Safe Deposit &

Trust Company "under signature" of his wife and himself on a

personal note. On May 16, 1986, he reimbursed the corporation
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for $27,000 and lent the caspaigi another $10,000. Attached to

the candidate's letter was a oopy of a combined loan agreement

and note for $40,000 signed by the candidate and his wife, Linda
Vandenberg.. The loan .as repayable over the course of a year at
10.50 interest. The copy of the agreement and note is not
entirely legible. Although the boxes next to the provisions for
a "security interest" are not marked, there appears to be a mark
next to the statement, 01 an giving the Bank the right of setoff

against any money or property in the Bank's possession."

The Reports Analysis Division (ORAD-) sent an RFAI to the

Committee on September 30, 1986, noting a possible corporate

contribution by Vandenberge Enterprises and a possible excessive

contribution by Mrs. Vandenberge. In addition, RAD enclosed a

"Notice to All Candidates and Committees" explaining the types of

corporate accounts prohibited for use in federal campaigns under

2 U.S.C. S 441b. This Notice, issued by the Commission under the

Chairman's signature in 1978, stated that the Commission

distinguishes among three types of corporate accounts used by

employees: (1) repayable drawing accounts, (2) non-repayable

drawing accounts, and (3) expense accounts. The Notice stated:

Contributions made from drawing accounts that
the employee is responsible to repay will beconsidered corporate contributions for the
outstanding period of the draw, however,
contributions made from non-repayable drawing
accounts established to permit personal drawsagainst salary, profits or commissions will
be considered personal contributions.
Contributions written against standard
expense accounts are prohibited as corporate
contributions.
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In response to the XFAr, the treasurer enclosed a letter and

an amended July Quarterly. The treasuror stated that the

Vandenberg. Znterprises funds used were repayable, i.e., they

were not a paymfet of salary, commissionor distribution of

owner's equity and, therefore, were prohibited corporate funds.

The amended report included a Schedule C showing $27,000 in

loans, i.e., the March, 1986 loans previously reported from the

candidate, as being from Vandenberge Enterprises and as fully

repaid and the November, 1985, loan as repaid to Dr. Vandenberge.

The report also showed the receipt of the $40,000 bank loan with

Mrs. Vandenberge as the endorser. The report stated that 'the

loan was a personal, unsecured signature loan' and that "rtjhe

candidate's net worth exceeds amount guaranteed."

On October 24, 1986, RAD sent another RFAI questioning the

reporting of the $40,000 loan on the amended July Quarterly and

amended Pre-General Reports as compared to the reporting of the

same loan on the amended 12 Day Pre-Primary and October Quarterly

Report. The amended July Quarterly and amended Pre-General

Reports stated that the candidate's wife is an endorser of the

loan and that the loan is a "personal, unsecured signature loan."

The other two reports, while also showing Mrs. Vandenberge as an

endorser, stated that the loan is not secured by any property but

that the bank "has the right of setoff to Dr. and Mrs. Vandenberge's

personal checking account and the checking account of their

jointly owned corporation, Vandenberge Enterprises, Tnc." The

RFAI sought information as to the source of the $40,000 loan and



clarification as to whether the loan was guaranteed by assets of

Vandenberge Enterprises.

On November 10, 1986, RAD received a reply letter from the

treasurer. The treasurer stated that he was waiting to hear from

the bank as to Mrs. Vandenberge's status, but that a bank officer

had stated that he did not consider her to be a co-maker,

endorser, or guarantor, but rather a "co-borrower." The

treasurer stated that he had erred in reporting that the checking

account of the corporation was subject to the bank's "right of

setoff." According to the treasurer, the bank officer informed

him that, "since this was a personal, unsecured signature loan to

Dr. & Mrs. Vandenberge, only their personal joint checking

account could be subject to setoff and only after exhausting

normal bank and, subsequently, legal procedures to collect on a

defaulted loan." (Emphasis included.) The treasurer stated that
C0 the bank does not regard the personal checking account as

collateral for the loan, that there is no listing of the account

in the loan agreement, and that, therefore, the loan is not

guaranteed by either the personal or corporate checking accounts.

The treasurer maintained that since "ftihere was no property

nor collateral used as a basis for the loan," questions as to

type and percentage of ownership are inapplicable. The treasurer

stated, however, that even if Mrs. Vandenberge's signature might

otherwise make her a contributor, "the joint net worth of

Dr. and Mrs. Vandenberge exceeds more than twice the $40,000 loan

amount," and, therefore, Mrs. Vandenberge's role as co-borrower

is a "moot point."
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This Office notes that the Comittee's Post-General and Year

End 1eports, which were filed subsequent to the treasurer's
letter, list John and Linda Vandenberge as co-makers on the loan.
These *reports also state that [Itlhe candidate's singular net

worth exeeds amount guaranteed.'

B. Analysis

1. AOceptance of Corporate Contributions

Section 441b(a) of Title 2 prohibits the making and knowing
acceptance of corporate contributions in connection with an
election for federal office. The Committee itself has indicated

that the origin of $27,000 in loans from the candidate to the
Committee was corporate funds. The details of this origin,
however, are unclear. If the funds were transferred from the

corporation to the checking account prior to the time

Dr. Vandenberge became a candidate and not in contemplation of
oD the candidacy, then the funds should not be construed as

corporate in origin. See 11 C.F.R. 5 ll0.10(b)(1). Rowever,
C9 counsel for the NRCC, in reviewing the transactions involved,

indicated to the Committee that the loans "could be challenged."

If the loans were corporate in origin, the question arises
as to whether the corporate funds were returned in a timely
manner under 11 C.F.R. S 103.3(b). According to the candidate,

the Committee learned in early May that it should return the
corporate funds, and Vandenberge Enterprises was reimbursed on
May 16, 1986. The regulation in effect at the time, at 11 C.P.R.

S103.3(b) (1), stated that "[clontributions which appear to be
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illegal shall be, within 10 day-s, returned to the contributor or

deposited into the ,puMaign depositocy and reported." According

to the nov regulation at 11 C.OV.R. I 103.3(b) (2), if the

treasuier of a political committee discovers that a contribution

is illegal after its. acceptance, the treasurer shall refund the

contribution within thirty days of the discovery of the

illegality.

Although the return of the contribution may have occurred in

early May, the candidate in the present instance should have

known the origin of his own funds and the illegality should have

been discovered as of the date the contributions were made. (It
-w is not material that he may not manage his own money.) According

to 2 U.S.C. S 432(e)(2) and 11 C.F.R. 5 101.2(a), a candidate who

receives a contribution for use in connection with his or her

campaign shall be considered as having received the contribution
0 as an agent of the committee. According to 11 C.F.R. 5 101.2(b),

when an individual becomes a candidate, any funds received prior

to becoming a candidate in connection with his or her campaign

shall be deemed to have been received by the candidate as an

agent of his or her committee. It appears, therefore, that

Dr. Vandenberge accepted funds from Vandenberge Enterprises as an

agent of the Committee. Because the candidate was an agent of

the Committee and because he had constructive knowledge of the

origins of these funds, the pertinent starting dates for

determining the timely return of the contributions are the dates

on which Dr. Vandenberge received the funds. These dates could
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be no later than N*tch 26, 1986, the date of the $10,000 loan
reported as being rIom John Vandenberge to the Committee and
March 31, 1986, the dat of the:17,000 loan reported as being
from Dr. Vandenberge to the Committee. Thus, the return of the
$27,000 on may 16, 1986, was not timely under 11 C.F.R.

S 103.3(b) in either its past or present form.
Based on the foregoing analysis, this Office recommends that

the Commission find reason to believe that the Committee and
Stephen P. Poulos, as treasurer, violated 2 U.S.C. S 441b(a) for
the knowing acceptance of corporate contributions.

2. AcOeptanc* of an Excessive Contribution

Section 441a(a)(1)(A) of Title 2 states that no person may
make a contribution to any candidate and his authorized
committees with respect to any election for federal office which,

Nin the aggregate, exceed $1,000. Section 441a(f) of Title 2
C) prohibits the knowing acceptance of contributions exceeding the

limits of 2 U.s.c. S 441a.
The making of the $40,000 loan raises the issue of a

a possible contribution by Mrs. Vandenberge in excess of the limit
of 2 U.S.C. S 441a(a)(1)(A). This issue has three components.
They are (1) the significance of Mrs. Vandenberge's signature;
(2) the basis of the loan; and (3) the amount of the contribution
to be attributed to the candidate and, therefore, not to

Mrs. Vandenberge.

According to 2 U.S.C. S 431(8)(A)(i), a loan is a
contribution and, according to 2 U.S.C. S 431(8)(A)(vii)(I) and



11 C.L. S 100.7(a) (1),(I) (C), a bank loan is a contribution by

each endorser or guarantor. Each endorser or guarantor shal lbe

deemed to have contributed that portion of the total amount ftr

which he or she agreed to be liable and, in the absence of the

stipulation of a portion, the loan shall be considered a loan by

each endorser or guarantor in the same proportion to the unpaid

balance that he or she bears to the total number of endorsers or

guarantors. The Committee treasurer has maintained that

Mrs. Vandenberge did not sign the loan note as a co-maker,

endorser, or guarantor, but as a "co-borrower." However, the

Post-General and Year End Reports of the Committee list

Mrs. Vandenberge as a co-maker. In addition, although the

signature of John and Linda Vandenberge do not state a specific

capacity next to the signatures, the language of the instrument

indicates that they may have been co-makers.1 /

C7)

1/ Even if the treasurer were to maintain futher that
Mrs. Vandenberge merely signed as a "co-borrower," this assertion
would be contrary to the Uniform Commercial Code, which is in

3 effect in Maryland. According to UCC S 3-402, "rujnless the
instrument clearly indicates that a signature is made 'n some
other capacity, it is an indorsement." Code, Commerical Law,
S 3-402 (Maryland citation). According to the Official Comment
to the UCC,

[parol] evidence is not admissible to show
any other capacity, except for the purpose of
reformation of the instrument as it may be
permitted under the rules of the particular
jurisdiction. The question is to be
determined from the face of the instrument
alone, and unless the instrument itself makes
it clear that he has signed in some other
capacity the signer must be treated as an
indorser.

Therefore, at the very least, Mrs. Vandenberge is an endorser.



VhO toaturox has #,tteI~ to oake6 the argument that, in.
makii f the, loan: the O&ASi at ., the ba n..d. not use any of the

VanA~hb0S44 1 asoots as colZti1 or as- bsi for the loan*
The -bank bff Elcer S statt~t bOvvecr I ndioets that the bank
had the right of s toff agoL t the Vandenbtrges' Joint checking

account and vas look ing to that account.as a basis for the loan

even though there is no listing of the account in the loan

agr eement.

The treasurer has stated that, since the "Joint net worth'

of the Vandenberges exceeds twice the $40,000 amount of the loan,

Mrs. Vandenberge could co-sign without becoming a contributor.

This, however, is a misinterpretation of 11 C.F.R.

S 100.7(a) (1) (i) (D) and 11 C.FoR. S 110.10(b). Section

100.7(a) (1) (1) (D) states:

(D) A candidate may obtain a loan on which
his or her spouse's signature is required
when jointly owned assets are used as
collateral or security for the loan. The
spouse shall not be considered a contributor
to the candidate's campaign if the value of
the candidate's share of the property used as
collateral equals or exceeds the amount of
the loan wi ich is used for the candidate's
campai gn.i'

2/ The Explanation and Justification of this regulation
includes within the meaning of the regulation the concept of a
candidate's property as a basis for the loan, as well as the
strict concept of collateral. Explanation and Justification ofRegulations Concerning a Candidate's Use of Property in Which
Spouse has an Interest, [48 FR 19020, April 27, 19831. It should
also be noted that this regulation is a permissive regulation;
without this regulation, the signatory spouse would be a
contributor to the extent provided for in 11 C.F.R.
S 100.7(a) (1) (i) (C).
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A definition of, the candidate's share of the proprty is
found,at ,1 CJ.R. I 110.10(b) which defines personal funds of
the Oandidate, in part, as

(1) rainy assets which, under applicable
state law, at the time he or she became acandidate, the candidate had legal right ofaccess to or control over, and with respect
to which the candidate had either:

(i) Legal and rightful title, or(ii) An equitable interest
Section 110.10(b) states further, at subsection (3), that

[a] candidate may use a portion ofassets Jointly owned with his or her spouse
as personal funds. The portion of theT" Jointly owned assets that shall be consideredas personal funds of the candidate shall beN that portion which is the candidate's share
under the instrument(s) of conveyance orownership. If no specific share 4s indicatedby an instrument of conveyance or ownership,
the value of one-half of the property used
shall be considered as personal funds of the
candidate.

Therefore, the treasurer would be correct only if Dr. Vandenberge's
share of the net worth alone equaled $40,0001/ and the bank made the

Cloan on the basis of the Vandenberge's net worth. It appears thus
far, however, that the bank was looking to the joint personal
checking account, not to the Vandenberges' total net worth. Without
further information as to the size of the account and the share of
the candidate in that account, it appears that the candidate's share
of this asset might have been less than $40,000 and, thus, a
contribution from Linda Vandenberge may have resulted according to

-/ The use of the phrase,"singular net worth," on the Post-Generaland Year End reports indicates that the Committee may have become
aware of this issue.
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or

TO: top 1. Poulos,?au
John Vandebr9 for ongr.ess
3934 St. 1ob0' *' Uate
ZlLioott City, lID 21043

In furtherance of its investigation in the above-captioned

matter, the Federal Ilection Commission hereby requests that you

submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request. In

addition, the Commission hereby requests that you produce the

documents specified below, in their entirety, for Inspection and

copying at the Office of the General Counsel, Federal Election

Commission, Room 659, 999 E Street, N.W., Washington, DC 20463,

on or before the same deadline, and continue to produce those

documents each day thereafter as may be necessary for counsel for

the Commission to complete their examination and reproduction of

those documents. Clear and legible copies or duplicates of the

documents which, where applicable, show both sides of the

documents may be submitted in lieu of the production of the

originals.



In answering these interrogatories and request forproduction of documents, furnish all documents and otherinfornation, however obtained, including hearsay, that is inpossession of, known by or otherwise available to you, includingdocuments and information appearing in your records.

Bech answer is to be given separately and independently, andunless specifically stated in the particular discovery request,no answer shall be given solely by reference either to anotheranswer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shallset forth separately the identification of each person capable offurnishing testimony concerning the response given, denotingseparately those individuals who provided informational,documentary or other input, and those who assisted in draftingthe interrogatory response.

If you cannot answer the following interrogatories in fullafter exercising due diligence to secure the full information todo so, answer to the extent possible and indicate your inabilityto answer the remainder, stating whatever information orknowledge you have concerning the unanswered portion and"- detailing what you did in attempting to secure the unknown
information.

Should you claim a privilege with respect to any documents,communications, or other items about which information isrequested by any of the following interrogatories and requestsfor production of documents, describe such items in sufficientO- detail to provide justification for the claim. Each claim ofprivilege must specify in detail all the grounds on which it
rests.

The following interrogatories and requests for production ofdocuments are continuing in nature so as to require you to filesupplementary responses or amendments during the course of thisinvestigation if you obtain further or different informationprior to or during the pendency of this matter. Include in anysupplemental answers the date upon which and the manner in whichsuch further or different information came to your attention.



DIWXYXOM

Pot the purpose of these discovery requests, including theInstructions thereto, the terms listed below are defined as
follows$

*You* shall mean the named respondent in this action to whomthese discovery requests are addressed, including all off icero,
employ.e, agents or attorneys thereof.

"Persons* shall be deemed to include both singular andplural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organixation or entity.

"Document" shall mean any writing of any kind.

"And* as well as or" shall be construed disjunctively orconjunctively as necessary to bring within the scope of theseinterrogatories and requests for the production of documents anydocuments and materials which may otherwise be construed to be
out of their scope.



The first four questions p*rtatn to the $27,000 in loans
reported by John Vandenberge for Congress ("the Committee0)as
being made on March 26, 1986, #andMarch 31, 1986. These'
questions pertain to the alleged transfer of funds from
Vandenberge Enterprises, Inc. to the personal checking account of
John and Linda Vandenberge.

1. State the dates on which funds were transferred from
Vandenberge Enterprises, Inc. to the personal checking
account of John and Linda Vandenberge which were used to
make the $27,000 in loans to the Committee.

2. State how these transfers were made, e.g., through a draft
on a bank account of the corporation.

3. State the nature of the Vandenberge Enterprises funds
transferred to the account of Dr. and Mrs. Vandenberge. In
answering this question, state:

(a) the accounts from which the funds came, e.g., a bank
account, a line of credit;

(b) the purpose of these funds prior to the transfers,
i.e., the manner in which they were used;

(c) John vandenberge's rights with respect to the funds
prior to the transfers; and

(d) Linda Vandenberge's rights with respect to the funds
prior to the transfers.

4. State the reasons for the transfers from Vandenberge
Enterprises, Inc. to John Vandenberge for Congress.

The next three questions pertain to the $40,000 loan from
the Mercantile Safe Deposit & Trust Company ("the Bank") in May,
1986, to John and Linda Vandenberge, the proceeds of which were
given to the Committee.

5. State the value of the joint personal checking account of
John and Linda Vandenberge at the time of the making of the
bank loan to the Vandenberges.

6.a. State how the joint personal checking account of John and
Linda Vandenberge was held at the time of the making of the
bank loan to the Vandenberges, i.e., as tenants by the
entirety, joint tenants, or tenants in common. If the
Vandenbergers were tenants in common, state the share of
each spouse in the account.

b. State the rights and obligations held by each spouse with
respect to tne joint personal checking account. Your
response should include, but not be limited to, drawing
rights of each spouse on the account with just that spouse's
signature and the obligation of each spouse to reimburse the
other spouse.



w w

fequest for Documents

1. Provide copies of all documents related to the transfer offunds from Vandenberge Enterprises to the personal checkingaccount of John and Linda Vandenberge which were used to make the$27,000 in loans to the Committeo. These documents shouldinclude, but not be limited to, bank documents evidencing thetransfers, checks# and correspondence and memoranda pertaining tothe transfers or making reference to the transfers.

2. Provide copies of all documents related to the $40,000 loanfrom the bank to Dr. and Mrs. Vandenberge. These documentsshould include, but not be limited to, a legible copy of the loanagreement and loan note, security agreements as to assets used ascollateral, a listing of any assets used as a basis for the loan,checks issued as part of this transaction, and any correspondenceor memoranda pertaining to or making reference to the loan.



John Vmidenber2G* f6V CongressCo i
po 8tepu P. Po4alow, Treasurer

SS87 Ulbsebe ad ~.
CO)Awbia, N4. 21045

VOaW". 14, 1987 f

..
~,

Federal Election C iion -i,
Office of the Georal Counsel (Room 659)

999 R. Street, W. V
Washington, D.C. 20463

Re: FnC Letter dated July 28, 1987 concerning MU 2522

John Vand-nberm- for Con-ress. Ste _On P. Poulos as Treasurer

Dear Sir:

In the matter of MUR 2522, specifically, your interrogatories 
and

request for production of documents, at Enclosure (2) 
you will find the

requested answers and documents which have been provided 
by Dr. & Mrs.

John Vandenberge. I would like to point out at this time that I have

never been knowledgeable of nor privy to the personal financial 
status

-- and activities of the Vandenberges nor of their corporation, Vandenberge

Enterprises, Inc. My sole function has been as Treasurer of the John

.mom Vandenberge for Congress Committee and I believe this to be a critical

factor when considering this case and my comments 
that follow.

One of the first statements I would like to make is 
that I understand

and welcome the FEC's investigation into this matter. 
I welcome the

OD investigation because I can state unequivocally that in the matter 
of

MUR 2522 if any campaign law violations were committed 
they were done so

unknowingly and certainly unintentionally. Also, I believe a review of

C71 my past correspondence reveals a desire to cooperate 
with the FEC as

evidenced by the filing of corrected reports and additional

documentation requested by the Reports Analysis Division.

ar The second introductory statement I would like to make is that this was

the first political campaign of any kind that I served 
as Treasurer.

Furthermore, it was in the capacity of an unpaid volunteer 
and carried

out while working full-time and pursuing a graduate 
degree. I attempted

to discharge all my duties as best I could under those 
circumstances. I

certainly believe it was a worthwhile experience--including 
this

investigation--which, hopefully, will enable me 
to serve in this

capacity again, albeit as a much more knowledgeable 
Treasurer.

I would now like to address the FEC Factual & Legal 
Analysis that was

enclosed in the referenced letter. Section A, Facts, to the best of my

knowledge and understanding, correctly sets out the 
chain of events

pertinent to this investigation. However, Section B, Analysis, does not

reflect actuality in all instances.
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First, the analysis noted that the 1986 April Quarterly Report and the

1986 July Quarterly Report did not note whether the Candidate used his
personal funds for his original loans to the Committee. At tht . I
understood the source of the loans to be his personal funds and that toe
reports I filed conveyed that understanding by default since I made no
other notations. For each loan the Candidate told me that he wrote and
deposited a personal check to the Committee. On the basis of the
Candidate's statements to me my assumptions concerning the loan
transactions up to early May, 1986, were that the loans were personal
loans using personal funds with no other source of funds involved. It
wasn't until early May, 1986, that the Candidate informed me that he had
asked an attorney to conduct a general review of the conduct of the

campaign and that $27,000 of the $30,000 loaned up to that point in time

were first borrowed by the Candidate from Vandeuberge Enterprises, Inc.

Based upon the attorney's recommendation a loan was taken out by the

Candidate with Mercantile Bank & Trust in order to correct the original

loan situation which was now (i.e., in early May) understood to be a

potential problem vis a vis campaign law. It should be stressed that

once there was an inkling that campaign law may have been violated, the

Candidate and the Committee took action as quickly as possible to
correct the situation. More importantly, prior to the attorney's

- review, the Candidate did not even realize that his loan transactions
were possibly in violation of campaign law. On this last point, the
FEC's analysis appears to be applying circular reasoning based upon a
fallacious assumption to nail down a date for the possible violation of
campaign law insofar as the Candidate's loans are concerned. The
portion of the analysis I am referring to is where the statement is made
that since the Candidate knew the origin of his own funds that the

0 [alleged] illegality should have been discovered as of the date the
contributions were made. This assumes, quite incorrectly, that the
Candidate knew at the time he made the loans that the manner in which
they were made was illegal. This is categorically untrue. Further-
more, as Treasurer, prior to the attorney's review, I did not know nor
did I have any reason to believe that the Candidate's loans originated
from any source other than his personal funds. Once I did know the
origin of the funds I reported it to the FEC on subsequent campaign
committee reports as well as on corrected schedules to previously filed
reports.

The second item in the Analysis section I wish to comment upon concerns
the Mercantile loan and Mrs. Vandenberge's status vis a vis that loan.
At first, I maintained that Mrs. Vandenberge was a "co-borrower." This
was the term supplied to me in a telephone conversation with the
Mercantile bank officer involved with the loan. Several months later,
however, in a letter to me the same bank officer characterized Mrs.
Vandenberge as a "co-maker" of the loan...the term I began using on the
Post-General and Year-End reports. The bank officer's letter (See
Enclosure (1)) also clearly indicated that the bank was not looking to
the Vandenberge's joint checking account as the basis for the loan.
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Since the loan had no collateral pledged and no security 
interest wa

taken in any property, the bank's only recourse in the event 
of defalt

would be to take legal action to go after the Vandenberge's 
unencumbered

assets, i.e., their net worth. This includes the Vandenberge's joint

checking account, i.e., the bank could not seise the funds in the

account without initiating legal action first. By the time this was

accomplished the account could easily be drawn down 
to a zero balance.

For these reasons, it seemed more than appropriate 
to report that Mrs.

Vandenberge's signature on the loan document was moot 
since the

Candidate's singular net worth exceeded the loan amount. 
The concept of

singular net worth, by the way, was gleaned from telephone 
conversations

with Miss Robin Kelly of the FEC Reports Analysis Division. 
I

understood (at that time) that applying this concept would 
remove any

problems with the loan insofar as Mrs. Vandenberge 
being considered an

excess contributor. If there was a misinterpretation of the concept I

certainly didn't come up with it all by myself. Nevertheless, even with

Miss Kelly trying to help the Committee in its endeavors 
to correct the

loan situation it appears that one possible violation of 
campaign law

may have been substituted by another.

CC@ The final comment I would like to make is that both the Candidate and I

are more than willing to take whatever steps are necessary 
to correct

-" Committee & FEC records, to replace loaned funds, etc., in order to

comply with both the spirit and letter of Federal campaign law.

We have already attempted to accomplish this, however, in 
trying to

correct one possible violation of campaign law (concerning 
the original

loans) another violation may have been unwillingly committed.

N Therefore, we would appreciate a step-by-step outline of what actions

need to be taken to set the official campaign records straight. 
In

addition, I would ask that the Office of General Counsel's

recommendation to the Chairman of the FEC take into account the

mitigating circumstances outlined in this letter and the fact that

0neither the Candidate nor I knowingly nor intentionally committed any

violations of campaign law.

By my signature, I hereby swear that the foregoing written testimony

concerning the matter of MUR 2522, is true to the best of my knowledge

and recollection.

Sincerely,

Stephen P. Poulos, Treasurer
John Vandenberge for Congress Committee

Sworn to before me this 13th day of August, 1987.

Lours M. P

Louise M. Pilert, Notary Pub ,.t a

My Commission Expires: 7/1/90



MaV191, 1986

Stephen P.Poulas TeasnW"
john 'jandefbg/'
10144 BaltimOre .tiOnl • k

ElICJOtt City, Marylnd 21043

Dea: Mr. PoulOS,

.evie.ed the personal loan 
to John and LindO Vandenberge, 

dated

:i9$6, in the am~ount of $tO,000.00. In particular j have reviewed

T ie" :te to ine and describe t4rs. Linda Vandenberge's status 
regard-

" ifw -te ft tri any, security was given for 
the loan, and whetherW, irg the lan, 

eht aset ofy or.uandyMrss

t-e ,:an is guaranteed in any way by either the assets 
of Dr. and Mrs.

-- r. s personal checking account or 
the checking account of the

, _.terPrises, Inc. The following information is provided:

* is a erscna Ican" tc &o fn and Linda Vandenberge. The

4. iy -y- an@ Linda va'denberge as c-,,ake.o

Je :ar. Ea: of the Vandenberge's is individually 
and c-nt-y

e ote.

curod pe-sona loaT.-- 1o collateral nas teenis an n s %.u 1 
4e . -,

e~:e ~ c ~:!xlty interest has beeri af en 1any pr rY.
Th _ e an~ t s-off set any property, n its pcsse y.

:or:~e' sa'gSor he~ingaccunt aainE'- 6"y

::E- U -'Q enn Itt owed tre Bank i;s a right wnjch ar s 6,C Y ~

O.e= 3tlon of laA anO is therefore excluded 
fZtm the genera' defi di-lo

cf ::r ty The right of off set is placed under 
the caption

..... ot--" a convenient way of insuring that the borrowers,,:= , ' I tere:-" as ac

t.;ot.e ..-. e existence of the right in a form and 
in a location

e~e t~ey i jnierstand it. The fact that the right to off set

it listed toe caption "Security Interest" 
does not change the

-,at,.re of ige h'grt or make the right a security 
interest.

.he O8a s not guaranteed by the assets 
of any checking or

saTigst and the file in no way indicates 
that Vandenberge

.&-rorseS Inc., is involved with 
this loan. The Bank has no

rio-lt to off set any property in its possession 
or money from a

0-e:=ifmg cr savings account in the name 
of Vandenberge Interprises, Inc.,

agalnst debts cwet the Bank if this loan was 
in default.

Sincerely

cc 2oV ~~r~~be±g 
Cnes L. Burden

Enst L. Burden
Asst. Vice President

%..N. e, O MCO/ 5@ O Welm a " /wn 4ad, " 21228

~mnW L S~vw

(301) 7@S220

C)

4 d

cc hrvarlaberge
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Pr. and Mrs. John Vandoenbort
3934 St. John's Lane
igllicott City, Nd. 21043

August 11. 1987

Mr. Scott 3. Thomas, Chairman
Federal Zlection Commission
Washington, D.C. 20463

Attn.: JonathaftLtetn Egg.

Re: MUR 2522

Dear Mr. Thomas:

In response to your letters to us on July 28, 1987,

the following are answers to your questions:

1. On 3/26/86 $10,000 was transferred from Vandenberge

Enterprises, Inc. to the personal checking account of John and

Linda Vandenberge.
On 3/31/86, $17,000 was transferred as well to the

same account.

2. Those transfers were made by way of a draft per check

from the corporation checking account.

3. a. Source: Vandenberge Enterprises, Inc. bank

checking account.
b. The corporate funds were normally used for the day

O to day operation of Vandenberge Enterprises, Inc., a small

business corporation.
c. I, John Vandenberge, had and have 100% right

and access to corporate funds of Vandenberge Enterprises, Inc.

I am President and Treasurer of the corporation.
d. Linda Vandenberge, my wife, had and has 100% right

and access to corporate funds as Vice President and Secretary

to the corporation. The checking account is a joint account.

4. The reason for the transfer of $27,000 from Vanden-

berge Enterprises, Inc. to our personal checking account (not

to Vandenberge for Congress) was to comply by the Federal Election

laws as understood by me at that time. I knew that corporate

campaign contributions are not allowed so I transferred $17,000

to our personal account to facilitate seed money for my campaign

from it. I had been advised by political "experts" in Washington

that most candidates for Congress put up front money up to

$50,000 to get a campaign headquarters going, etc. It wasn't

until I voluntarily invited a local Howard County attorney to

look over the campaign books to make certain everything was

O.K., that no election laws were being violated and that we

didn't overlook something we should be doing, that this attorney

asked where the $27,000 donation came from and, subsequently,

thought this transaction might be challengeable. I immediately

investigaged this matter and took corrective action by taking



Mr. Tbhma 
8 811/ 87,.

outI a personal loawtron Kercantile Depor.4 
& Trust Bonk.

undovatanding that" ,- a-ti1^n vould' remeve any possible taint

of election law violation. I never knowingly violated any

Ved0r*J Election Law nor ever intended to. I a an immigrant

ftou folland wa's froeed by the Americasjt in Rotterdam and vill

never fotget it. 1 love America vary aeh and am an upstanding

law-abidian citisen with a le~ea recotd., both as an American

citizen as well as a well-respetted 
member of the dental pro-

fession. I have been married to Linda for 27 years and live

with her and our four sons in Ellicott 
City.

I regret that a law may have been violated 
and want to

cooperate in every way possible to set things right. 
I also

appreciate the F.E.C.'s efforts to discover violations and to

get them corrected.

5. The value of the joint personal checking account of

John and Linda Vandenberge at the time of the making of the

bank loan was $4075.67.

J0
6. a. We have a totten trust (joint account - titled

as per enclosed copy of bank statement).

b. Our rights and obligations towards each 
other

- financially are that we each have 100% access to all of our

funds and properties and that we understand 
all obligations

towards each other. We put all our belongings together, financial

31* and all else, when we got married, and 
have never found the

need to deviate from that procedure. That's why we automatically

Nsigned the $40,000 personal loan to attempt to rectify any

possible violation of law. No one informed us of the need for

me only to sign the loan document. Here again we did not

knowingly intend to violate any law. Also, my wife has no

separate financial assets of her own nor is she due any

Oinheritance or anything like that, as far as we know. Therefore,

her signature carries no potential or actual 
financial benefits

which might have helped to pay the bills.

ey Finally, please note that, while in one of our reports

it was mentioned that 1 sought advice from an attorney at the

N.R.C.C., in no wise should it be interpreted that I paid for,

or received official or written legal advice or opinion from the

N.R.C.C. There were merely a couple of phone conversations to

try to ascertain that I was doing the right thing. In hindsight,

it would have been better to obtain such advice officially and

in depth and some possible problems would probably 
have been

prevented. I do not wish to imply any negative reflection on

the fine legal staff at the N.R.C.C. My inexperience in legal

election laws bears more responsibility 
than anything or anyone

else.
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Encls.
P.S. - When I signed the $40,000 bank loan, I did so only

because I believed my signature was needed. I did not sign it

with any intention of giving anything to my husband's campaign.

In fact, to me, this was just a loan he was getting and the

thought of my giving to his campaign never crossed my mind.

1"Linda D. Vandenberge V

Subscribed and sworn to before me this

1987.

day of

Notary Public

J5h n iii- irge

(SEAL)

13 
44
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St a tion of Vandenberg.e dase (MUR2522), mitigating circuast, V i TIONC
a4 'request "not to proceed". MAIL Root

To: Jonathan Levin, Ksq. JN25 ANl

999 E Street, N.W.
Washington, D.C. 204%63

So as not to repeat all previously submitted materiols,
I wish to state a short summary of events as I see them.

I, John Vandenberge, previously ran for House of Delegates
in 1982 without any legal problems. I am happy to say that my
wife and I have never had any legal problem, have never sued or
been sued. Realizing that a Federal Election Campaign falls under
additional laws I tried to get the best advice possible, both in
Maryland and Washington, D.C. Having learned, in campaign schools
and elsewhere, that corporate contributions are prohibited, I
was careful to obey the law, as my wife and I always try to do.
Therefore, I transferred $27,000.00 from my corporation to my
personal account, so as to abide by the law. I had no inkling
that anything was wrong but, as I had not obtained the advice of a
lawyer for our campaign as yet, I invited on my own initiative
without prompting from anyone a Howard County lawyer to come in O
and inspect our operation generally to be sure we would not be C.."
violating any laws. It was he who suggested that indirect corpatgn
funds might be frowned upon by the F.E.C. and my response was: n n
"Let's straighten that out immediately." After several phone ca ls
for "expert" advice, I borrowed an unsecured amount of money frome .zm
Mercantile Bank and Trust in Baltimore, with whom I had done
business regularly since 1967. The expert advisors in Howard so•o
County nor the bank made any mention of method of signature, C:)
especially as far as my wife is concerned. Ever since we got -

married, we've never had separate finances. It was always "our
money" or "our account" or "our house or car" instead of "my
money" or "my account", etc. We always sign for everything together.
So signing for this loan together was automatic without any further
thought or different motive. Mercantile asked for both signatures

0D anyway since Maryland is a community property state and banks
customarily ask for two signatures, husband's and wife's.

Of course, hindsight indicates that I should have trans-
ferred funds prior to the campaign or checked with the F.E.C.
personally. Anyway, this method of borrowing from the bank at
10 % has already been very expensive. In renegotiating the loan
to reduce the monthly payment from some $3300.00 per month to
$537.00 per month, my wife had to sign that contract as well
because both signatures were on the first one and the bank, again,
would not have it any other way. Please note that neither action
(corporate money transfer and my wife's signature) were intentional
to try and circumvent any law but were done in innocence and while
believing all laws were abided by.

I ask the Commission not to proceed with this case
concerning the committee and the treasurer because of mitigating



Sumuation, cont'd 2

circumstances listed below as veil as previous correspondence.:

1. I never sought public office for financial gain.
My gross income for 1986 was $127.000 as a dentist in private
practice. I ran for public office because I wanted to do something
in return for all the things America had given me. I love America
and am concerned about a number of issues. American soldiers had
fought and died to give me freedom in Rotterdam, Holland, where I
had lived all during World War II. I'll never forget what America
did for my family, my native country and myself.

2. 1 voluntarily, on my own initiative, invited a local
attorney to audit our books. Upon discovery of a possible conflict,
I immediately, on my own initiative, sought for a way to correct
the possible wrong. A second possible wrong was created in the
process of honestly trying to correct the first one. If I, or
our treasurer, had been aware of a better way, we would have done
that.

3. The bank testified that we have a "totten trust"
oaccount, meaning that I'm the only income producer. My wife has

no career or profession of her own that might have secured a
(V' second income. She helped in the dental office occasionally with

bookkeeping but the bulk of her time in our marriage has been
devoted to raising our four boys. She has no financial means of
her own. I pay all debts and always have.

4. The above items are not the only ones resulting from,
let's say, inadequate or poor advice. Other advice led us to be

0virtually ruined financially. A few weeks ago we came, literally,
within a few hours from our house being foreclosed on. Our house
is up for sale to try to get us out of debt and to pay all campaign

7bills still outstanding.

oD 5. I had sold my dental practice two years ago because
I realized that campaigning well is a full time job. The dental
office I sold my practice to employed me part time after the
election, but they let me go in August 1987. Since that time I've
started in real estate as a Realtor.

6. The way money was transferred did not measurably
affect the outcome of the election nor was it intended to. I
lost with 28% of the vote.

7. The unsecured personal loan from the bank was
approved by Mr. Ernest Burden and Mr. Tom Twist of Mercantile
Bank & Trust Co. solely on the basis of my record as a bank
customer for over 20 years and on my reputation. I convinced the
bank that I needed a personal loan so as not to violate any F.E.C.
laws. It was certainly not approved based on my wife's assets,
account, record or reputation, even though that is superb.

8. These possible F.E.C. laws' violations were not
brought to light by the F.E.C., any of its employees, by any
investigative reporters or competing political candidates or



Sumout;ion, cont'd

parties. It was discovered on my own initiative, reported on my

own initiative by our treasurer to the F.E.C. and full disclosure
and cooperation has occurred.

9. This whole process, even though I fully approve
of the F.E.C.'s role, has discouraged me*from running again
and I probably will not unless the Commission finds the
mitigating circumstances justifiable not to proceed. I can
visualize how a future opponent could use the "public record"
part of these communications and twist and manipulate it through
a campaign and the media to his or her advantage, unless I
misunderstand the process.

10. The Campaign Treasurer is a superb family man,
patriotic, dedicated and with a clean record. He has volunteered
many hours, sacrificed and donated financially. We, in America,
need many more like him.

Mr. Jonathan Levin, with whom we met, has been very courteous

0 and helpful. Should the Commission deem it inappropriate to dis-

continue this proceeding, our distant second choice is to ask
for pre-probable cause conciliation. I ask that the Commission
take these mitigating and personal financial circumstances into
consideration most seriously. Even if our house is sold, most
of the proceeds would go towards paying off campaign debts.

%Your cooperation and consideration are most appreciated.

Very truly yours,

John Vanden erge

P.S. Mr. Stephen P. Poulos, the Treasurer, has already submitted
sworn statements and has indicated he has no additional

comments to make at this time. -- My wife does wish to

make a statement and it is attached.

Encl.: (1) Listing of our residence for sale.
(2) Loan payment notice and balance.

($26,921.48 already paid plus interest.)

DR. & XIS. JOHN VANDENPMEHCL
39_54 ST. JOiN'S LA N'[

ELULCOIF CITY, MD. 21043
(301) 465-5811
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I-IR 2522 (Vandenberge)

I, Linda Vandeuberge, wish to express my views
concerning the above case, which views may be considered as
"mitigating circumstances". When my husband and I were marrie',
in 1959, according to iiblical Law, we became one. Thus t has

always been. At that time I was working'*a a secretary inLthe
Legal Dept. of the Western Maryland Railway Company. I contiinued
to work, turning the income over to my husband when paid. What
I had saved up to that point was spent by us on our furnishings.
He also worked, but part time as a cashier clerk for awhile,
and then as a Wear-Ever salesman while attending school. It
was our goal for him to become a dentist. Our first of four
sons was born in 1964, while John was still in dental school.
(We had some tough times but have always believed that I
should stay at home and care for the family.) It was then
that I stopped working altogether to become a homemaker and
take care of this precious life God had blessed us with.* Since
that time I have not worked except with my husband at times in
the dental office part time. (I might add that even then for
years my services were volunteered until finally it was decided

o1 that it would be good that I be paid some for my secretarial
services.) That money too, of course, was "ours". I have a
wonderful, generous husband who would, no doubt, give me his
last dollar if I would ask for it. The law I hear about from
the F.E.C. apparently doesn't take into account our belief
system or the way we have believed and operated for our entire
marriage. There is no way I could give my husband any money.
He is the head of the household, responsible for all debts, and
the sole provider for the family. We have chosen this way

=O of life which is according to Biblical standards. We like it
this way and don't intend to change our lifestyle. If I
should, by circumstances, be forced into getting a job again,
I would turn the money over to my husband because I believe
this is the right thing for me to do. Right now I'm still being
a wife and mother, volunteering my time for whatever comes along,
whether it's doing the wash or secretarial work for my husband
and family. I suppose, if one wants to get technical about
this whole thing, the bottom line is that I have nothing except
what my trustworthy husband provides for me. When I need
anything, I get it from him because he is the head of the house-
hold. My husband pays all the debts and always has. I have

access to our joint account (personal) with my husband's
permission according to the law we operate under: I use the

checking account to buy groceries, pay repairmen (washer, oven,

etc.) and for family necessities or gifts - with my husband's
knowledge and approval. I also have access to my husband's
corporate account only with his approval and in the "secretarial"
sense as any secretary could, paying bills with his approval.
My husband pays all the debts and always has.

These are mitigating circumstances to my way of thinking
and if we violated any law inadvertently, of course we're very

sorry and, believe me, we'll always to the best of our ability
uphold the law. Please note that the letter of the law kills but

the spirit of the law expresses forgiveness. Therefore, I ask that

this case not proceed further due to the mitigating circumstances.

*See attached. ;w
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..S. -We now have four sons - ages 23 (in law school), 21
(in college), 15 and 12. The oldest son has borrowed

much to pay for law school. He is very industrious,

having started a cleaning busineu which he is nov

only able to be involved with during summer vacation

and winter break. Our second son runs the small cleaning

business and presently works at UPS evenings to help pay

for his college education. Also an industrious young

man, this week he began a job sanding and refinishing

floors for my niece and her husband. The 15-year-old

attends high school, would like to attend the Naval

.-Academy, works part time at an Italian restaurant, and

the -2-year-old is a hard worker as well, helping at

home, helping his grandparents with yard work, and

helping his brother(s) with the cleaning business.

My husband has been the hard working, industrious

loving father and role model they have looked to.

To me, for their sake, this a very important factor
in this case.
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EJohn Vandenberge for Congress CemmIttee
8EB P12: 40 c/o Stephen P. Poulos, Treasurer

5827 Humblebee Road
Columbia, Maryland 21045

Federal Election Commission February 2A, 1988
Office of the General Counsel
ATTN: Mr. Jonathan Levin
999 E. Street, N.W.
Washington, D.C. 20463

Re: (1) FEC letter dtd July 28, 1987 concerning MUR 2522,
John Vandenberge for Congress, Stephen P. Poulos as Treasurer

(2) My response to the above dtd 8/14/87.

Dear Mr. Levin:

In two recent telephone conversations (and at our December meeting in
Washington) you encouraged me to elaborate further upon my written
response to the July 28th FEC letter (Ref.1). The only new revelation
I can provide isthat my recent review of Dr. Vandenberge's corporate
income tax return (Vandenberge Enterprises, Inc.) for 1986 revealed an

._ enclosed CPA-prepared Balance Sheet showing approximately $27000 as an
asset---presumably as a loan receivable. I must emphasize that there

- were no footnotes or other documents available identifying this asset
as the $27000 loaned from Vandenberge Enterprises, Inc., to Dr. Van-
denb-erge. I can only assume this to be the case and Dr. Vandenberge
could not think of any other explanation. The $27000 apparently was
made available by the liquidation of financial instruments held as
Owner's Equity until that point in time. Unfortunately, it appears
that the liquidation was not a drawdown of Owner's Equity, i.e., a
non-repayable account. Rather, the securities were transformed into

a liquid form, cash, drawn down from O.E. and then returned to the
corporation as an asset. The cash was loaned to Dr. Vandenberge who
deposited it into his personal checking account; therefore, the cash
asset became a loan receivable asset. As I stated in my 8/14/87 letter,
if Dr. Vandenberge had any inkling that his subsequent loan to the
Committee may have been, in effect, a corporate contribution he would
not have done so. Had I known that the loan transactions followed this

chain of events, I would have been in a position to prevent the ensuing
problems. As I have also stated before, the Committee has received,
returned & reported to the FEC at least one other corporate contribution
during the conduct of the campaign. There would have been no reason to
accept a corporate contribution from Vandenberge Enterprises, Inc.,--
again, as far as I knew then---it was a personal loan from Dr. Vanden-
berge.

On page 2 of the Factual & Legal Analysis enclosed in the 7/28/87 FEC
letter (Ref.l) it was noted that: "In addition [to the Reports Analysis
Division's (RAD) RFAI to the Committee on 9/30/86], RAD enclosed a 'Notice
to All Candidates & Committees' explaining the types of corporate accounts
prohibited from use in federal campaigns under 2 U.S.C. para.441b." This
statement is made as if the Committee received this notice, yet still
knowingly violated campaign law. The fact of the matter is, that the

p. 1



notice wasn't even sent to the Committee until 6 months after the
allegedeampaign law violations occured. It wouldof course, had been
much more useful had the notice been available to the Committee when
it formed, for example, as part of the Campaign Guide for Congressional
Candidates & Committees.

Another point I made in my 8/14/87 letter which I wish to re-emphasize
relates to page 9 of the Factual & Legal Analysis, which stated': 1"Te
treasurer has stated that, since the joint net worth' of the Vandenberges
exceeds twice the $40000 amount of the loan, Mrs. Vandenberge could co-sign
without becoming a contributor. This, however, is a misinterpretation of

11 C.F.R. para. 100.7(a)(1)(i)(D) and 11 C.F.R. para. 110.10(b)." It may
have been a misinterpretation, but, it wasn't my misinterpretation. As 1
stated in my 8/14/87 letter, I learned of this concept through conversa-
tions with Miss Robin Kelly of the RAD. Miss Kelly was trying to assist
me with the filing of amended Committee reports---this only served to

muddy the waters. Once again, considering how many candidates are
married and how many have jointly owned assets that they would want to
tap for their campaigns, it would have been very appropriate for clear

information to be published in an easy to understand publication such as
the one already mentioned.

On page 5 of the Factual & Legal Analysis it states that: "Section 441b(a)
of Title 2 prohibits the making & knowing [my emphasis] acceptance of
corporate contributions in connection with an election for federal office."

The key word I would like to focus on is "knowing". I did not know at the

time of the loan transactions that the original source of the funds was
Vandenberge Enterprises, Inc. My understanding, expressed to me by Dr.
Vandenberge and evidenced by one of 3 personal checks that I deposited
(the other two were deposited by either Dr. or Mrs. Vandenberge) was that

the source of the loans were Dr. Vandenberge's personal funds. On the

o same page and on page 6, the question of timely return of the funds was
raised. In my 8/14 response and again, here, I question the circular
reasoning applied to reach the contention that the pertinent starting
dates for determining the timely return of the contributions are the
dates on which Dr. Vandenberge received the funds into his personal
checking account. There is no dispute that Dr. Vandenberge knew the
origin of those funds, rather, it is disputed that Dr. Vandenberge had
'constructive knowledge" as to the origin of the funds in terms of them
being a corporate contribution. Dr. Vandenberge sincerely believed that

the transactions between Vandenberge Enterprises, himself, and the Comm-

ittee were accomplished in a manner to ensure compliance with federal

campaign law. It wasn't until early May, 1986, that "constructive
knowledge" had any meaning, i.e., it was then that Dr. Vandenberge was

advised by his attorney-friend that the transactions may be challenged

as a corporate contribution. My contention is that the timely return

of the funds was indeed accomplished. On this basis there should be no

grounds for recommending that the Commission find reason to believe that

the Committee and I, as Treasurer, violated 2 U.S.C. para.441b(a) for

the knowing acceptance of corporate contributions. The same rationale

should be applied ---in relation to the issue of a "possible contribution

by Mrs. Vandenberge in excess of legal limits vis a vis the $40000 loan---

against the assertion that the Committee and I, as Treasurer, violated

Section 441a(f) of Title 2 which prohibits the knowing acceptance of
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contributions exceeding the limits of 2 U.S.C. para.441a. I did not
know that the loans in question represented even the possibility o'isuch
an excess contribution until the RAD requested additional information
via & vis Mrs. Vandenberge. On this basis, there should be no grounds for
recommending that the Commission find reason to believe that the Committee
and I, as Treasurer, knowingly violated 2 U.S.C. para.441a(f).

On page 10 of the Factual & Legal Analysis enclosed in Ref. 1, it stated
that: "Therefore, the treasurer would be correct only if Dr. Vandenberge's

share of the net worth alone equaled $40000 and the bank made the loan on

the basis of the Vandenberge's net worth. It appears thus far, however,
that the bank was looking to the joint personal checking account, not to

the Vandenberges' total net worth." In my 8/14/87 response, I enclosed
a letter from a Mercantile Safe Deposit & Trust Co. officer which clearly
states that the $40000 loan to the Vandenberges was a personal loan. It

further stated that: "The right of the Bank to off set any property in
its possession or money from the borrower's savings or checking account
against any delinquent debt owed the Bank is a right which arises solely

by operation of law and is therefore excluded from the general definition
of security." The Bank was not looking to the joint personal checking
accountl The officer further stated that: The Bank has no right to off
set any property in its possession or money from a checking or savings

account in the name of Vandenberge Enter prises, Inc., against debts owed
-- the Bank if this loan was in default." This would leave the Bank with no

recourse but to take legal action to secure the Vandenberge's assets, i.e.,

their net worth. Again, since the Vandenberge's have dealt with Mercantile
for over 20 years--- for both personal & business purposes--- the bank and

-- its loan officers/committee knew they were "good for the loan". Finally,
as Dr. Vandenberge has stated, he insisted Mercantile grant this loan as

a personal, unsecured loan because he believed that only in this manner
N would he be in compliance with federal campaign lawl Obviously, neither

Dr. Vandenberge nor I knew that an exception had been incorporated into

campaign law allowing for the use of joint assets, e.g., a house, as

security for a campaign loan. Had this exception been known, that would
have been the route taken!

Mr. Levin, the irony of the apparent violations is that they were conducted
with the full intent to comply with both the spirit and the letter of

Federal Campaign law! Obviously, there were misunderstandings, misinter-

pretations, "bad advice from the experts" as Dr. Vandenberge has stated,

even slightly off the mark quidance from the FEC's Reports Analysis Div-

ision! I mentioned in the beginning of my 8/14/87 letter that this was

the first political campaign of any kind in which I served as Treasurer.

I served as an unpaid volunteer, devoting at least 15-25 hours per week

to set up & maintain the Committee's financial records, conduct routine

banking transactions & recordkeeping, engage in written correspondence

relative to improper campaign contributions, pay all campaign bills and,

of course, file all FEC reports, amendments & answers to inquiries. My

reward has been my service to Dr. Vandenberge as a Congressional candidate

and to my country as an active participant in its political process, not

to mention the education I've received on Federal campaign lawl You are

already aware of Dr. Vandenberge's sale of his house to retire his remain-

ing campaign debt---and to survive financially until he is able to

re-establish himself as a businessman in his community. I trust that you

p. 3



41-mit At -r;i~mstances sarrtung this
dto the COMUssion -that no furhee -action
Sme Watever Steps are nec.ea s y to

ex% * istence to include the filing o ended"Wstodand icipated Please let if I
* to you. Util March 4th, I can ba reached

S-8488 (my place of duty as a Reservist...

: stswa~~', re! bereby otear that the foregoing written testimony
' th e tter ofMR:' 2522 is true to the best of my knowledge and

Sincere ly

Stphen P. Poulos, Treasurer
John Vandenberge for Congress Committee

I certify that Stephen P. Poulos appearedbefore me this date and affixed
his signature above.

DONALD R. ROBINSON
3% Captain(P),US Regular Army

US Total Army Personnel Agency(Prov)
ATTN: DAPC-EPD-O
2461 Eisenhower Avenue

0 Alexandria, VA 22331
_Tel: (703) 325-8488
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March 9, 1988

Jonathan Levin, Esq.
F.E.C.
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Levin:

This is in response to your latest request
concerning the circumstances of Mercantile Bank
lending me $40,000.00. As previously stated, my
personal assets exceeded the loan amount and the
bank officer had told me that the bank lent me the
$40,000.00 based on my 20-year record with the bank

-- as a customer with several accounts, my favorable
credit history and my reputation in the community.

I trust this answer will suffice - it's the
truth to the best of our knowledge. It is our hope
that this case can now be resolved.

Yours truly,

John Vandenberge, D.D.S.

JV: lv

7II

iC

Jobn Vandenberge, D.D.S.
3934 St. John'.s Ln
Ellicott City, Md. 21043
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DAT:

SUBJECT:

jRA L ELECTION COMwsO

LAWRENCE H. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/JOSHUA MCFADD 1

APRIL 19, 1988

OBJECTION TO MUR 2522 - General Counsel's Report
Signed April 13, 1988

The above-captioned document was circulated to the

Commission on Thursday, April 14, 1988 at 4:00 P.M.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commis sioner

Commiss ioner

Commissioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter wilL be placed on the Executive Session

agenda for April 28, 1988.

Please notify us who will represent your Division

before the Commission on this matter.

x
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Zn the Matter of )

John Vandenberge for Congress )
Stephen P. Poulos, as treasurer )

) ISUR 2522
Vandenberge Enterprises, Inc. )
(AKA John Vandenberge, D.D.S., P.A.) )

Linda Vandenberge )

I. BACQOND

A. 2be Reason to Believe Findings

This matter involves allegations as to the receipt by John

Vandenberge for Congress ("the Committee') of corporate funds

from Vandenberge Enterprises, Inc. (AKA John Vandenberge, D.D.S.,

P.A.)! - / in violation of 2 U.S.C. S 441b(a) and the receipt by the

Committee of an excessive contribution in the form of a loan

endorsement by Linda Vandenberge, the candidate's wife, in

violation of 2 U.S.C. S 441a.

The Committee's 1986 April Quarterly Report disclosed a

$3,000 loan from the candidate on November 21, 1985, a $10,000

loan from the candidate on March 26, 1986, and a $17,000 loan

from the candidate on March 31, 1986. The 1986 July Quarterly

Report disclosed a $10,000 loan from the candidate on May 16,

1986.

I/ According to the Charter Division of the Maryland Department
of Assessments and Taxation, which provides information as to
Maryland corporations, the corporation is listed as John
Vandenberge, D.D.S., P.A. John Vandenberge stated that he had
the name changed through his attorney to Vandenberge Enterprises,
Inc. and that, apparently, the state of Maryland has not updated
its records.



S2-

In response to an EVAI dated August 11, 1986, requesting

information as to the source of these loans, the candidate stated

that, in early May, 1986, he learned that $27,000 of the first

$30,000 was first borrowed from a corporation co-owned by the

candidate and his wife, Vandenberge Enterprises, Inc.

Subsequently, on May 16, 1986, the candidate borrowed $40,000

from the Mercantile Safe Deposit & Trust Company under signature

of his wife and himself on a note. On that date, the candidate

reimbursed the corporation for $27,000 and lent the campaign

another $10,000. The candidate enclosed a combined loan

agreement and note. Although the boxes next to the provisions

for a "security interest" on this document were not marked, there

appears to be a mark next to the statement, "I am giving the Bank

the right of setoff against any money or property in the Bank's

possession."

On September 30, 1986, RAD sent an RFAI to the Committee

noting a possible corporate contribution by Vandenberge

Enterprises and a possible excessive contribution by

Mrs. Vandenberge. In addition, RAD enclosed a "Notice to All

Candidates and Committees" explaining the types of corporate

accounts prohibited for use in federal campaigns under 2 U.S.C.

S 441b and distinguishing non-repayable drawing accounts against

salary, profits, or commissions as personal contributions. In

response, the Committee treasurer stated that the Vandenberge

Enterprises funds were not from a non-repayable drawing account

and, therefore, were corporate contributions. The treasurer also
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enclosed an amended July Quarterly Report. On this report, the

treasurer showed the receipt of the $40,000 bank loan with

Mrs. Vandenberge as the endorser and stated that "the loan was a

personal, unsecured signature loan' and the "[the candidate's

net worth exceeds amount guaranteed."

On October 24, 1986, RAD sent another RFAI questioning the

reporting of the $40,000 loan on the amended July Quarterly and

amended Pre-General Reports as compared to the reporting of the

same loan on the amended 12 Day Pre-Primary and October Quarterly

Report. The amended July Quarterly and amended Pre-General

Reports stated that the candidate's wife is an endorser of the

loan and that the loan is a "personal, unsecured signature loan.'

The other two reports, while also showing Mrs. Vandenberge as an

endorser, stated that the loan is not secured by any property but

that the bank "has the right of setoff to Dr. and

0 Mrs. Vandenberge's personal checking account and the checking

account of their jointly owned corporation, Vandenberge

Enterprises, Inc."

On November 10, 1986, RAD received a reply letter from the

treasurer. The treasurer stated that he had erred in reporting

that the corporate account was subject to the bank's right of

setoff and that, according to the bank officer, only the

Vandenberge's joint personal checking account was so subject.

According to the treasurer, the bank officer stated that the

personal account was subject to setoff "only after exhausting

normal bank, and, subsequently, legal procedures to collect on a
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defaulted loan." The treasurer stated that the bank does not

regard the personal checking account as collateral for the loan,

that there is no listing of the account in the loan agreement,

and that, therefore, the loan is not guaranteed by either the

personal or corporate checking accounts. The treasurer further

stated that, even if Mrs. Vandenberge's signature might otherwise

make her a contributor, "the joint net worth of Dr. and

Mrs. Vandenberge exceeds more than twice the $40,000 loan amount"

and, therefore, Mrs. Vandenberge would not be a contributor.

On July 21, 1987, the Commission found reason to believe
0

that Vandenberge Enterprises, Inc. violated 2 U.S.C. S 441b(a),

that Linda Vandenberge violated 2 U.S.C. S 441a(a) (1) (A), and

that the Committee and Mr. Poulos, as treasurer, violated

32 U.S.C. SS 441b(a) and 441a(f). In addition, the Commission

11- approved Factual and Legal Analyses to be sent to the

C) respondents.
17

In analyzing the issue of the receipt of a corporate

contribution, the analyses sent to Vandenberge Enterprises and

rO the Committee stated that, although the $27,000 may have been

returned to the corporation shortly after the discovery of the

corporate source of such funds, the candidate was an agent of the

Committee and had constructive knowledge of the origins of the

funds, and that the pertinent starting dates for determining the

timely return of the contributions under 11 C.F.R.

5 103.3(b) (1), in effect at the time, or under the new regulation

at 11 C.F.R. S 103.3(b)(2) were the dates on which
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Dr. Vandenberge received the funds, i.e., at the latest, late

March, 1986.

In analyzing the spousal contribution issue, the analysis

sent to Mrs. Vandenberge and the Committee stated that the

treasurer would be correct in his analysis only if

Dr. Vandenberge's share alone of the net worth equaled $40,000

and the bank made the loan on the basis of the Vandenberge's net

worth. This Office stated that it appeared thus far, however,

that the bank was looking to the joint personal checking account,

not to the Vandenberge's total net worth, and that information

was needed as to the size of the candidate's share of that asset.

Finally, the Commission also approved interrogatories and a

request for documents to be sent to the Committee.

B. Responses to the Reason to Believe Notifications

On August 14, 1987, this Office received a letter from the

Committee treasurer enclosing documents and a response by

Dr. Vandenberge to the interrogatories. (See Attachment 1.)

The treasurer's cover letter emphasized the lack of intent

as to the alleged violations. The treasurer also referred to the

analysis of this Office as it pertained to 11 C.F.R. S 103.3(b).

He questioned this Office's statement that the candidate should

have known the origin of his own funds and the illegality should

have been discovered as of the date the contributions were made.

He stated that the candidate thought that, by transferring funds

to his personal account before contributing to the Committee, he

was complying with the corporate contribution prohibition. He
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stated that this Office's statement that the candidate should

have discovered the illegality at the time of the transfer thus

wrongly assumes that the candidate knew,, at that point, that the

contributions were unlawful* The treasurer further asserted that

he (the treasurer) did not know of the corporate origins of the

contributions at the time they were made.

The treasurer also attempted to clarify representations as

to the $40,000 loan. He enclosed a letter from the Assistant

Vice President of the lending bank to emphasize that the bank was

not looking toward the joint personal checking account as the

basis for the loan. According to the bank's letter, the loan was

unsecured with no collateral pledged or security interest taken

in any property. The letter stated that "[tihe right of the Bank

to set off any property in its possession or money from the

borrower's savings or checking account against any delinquent

debt owed by the Bank is a right which arises solely by operation

of law and is therefore excluded from the general definition of

security." According to the letter, the right of setoff was

placed under the "Security Interest" Caption as a matter of

convenience. The letter concluded by stating that this loan does

not involve the assets of Vandenberge Enterprises in any way.

The treasurer also explained the relevance of his statement

that Dr. vandenberge's net worth alone exceeded the amount of the

loan. He stated that, since there was no collateral pledged for

the loan, the bank's only recourse in the event of default was

"to go after the vandenberge's unencumbered assets, i.e., their
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net worth." (This is somewhat at variance with the bank's letter

which refers only to proceeding against the assets within its

posession or the accounts of the candidate.) The treasurer

further stated that he "gleaned" the concept of net worth from

his conversations with RMD.

The treasurer also clarified rs,.Vandenberge's signatory

status, stating that she was a co-maker. (This is consistent

with the Committee's 1986 Post-General and Year End reports.)

The response of Dr. Vandenberge explained the origins of the

corporate contribution by stating that on March 26, 1986, he

transferred $10,000 from the Vandenberge Enterprises checking
Co

account to his joint personal account and that on March 31, 1986,

he transferred $17,000 from the corporate account to his joint

personal account. The funds were contributed to the Committee on

those dates. He stated that he made these transfers to avoid

0 making a corporate contribution and was subsequently advised by

an attorney reviewing his records that this activity was not

lawful. He states that the $40,000 loan was an attempt at

corrective action so that he could return the corporate funds.

He also stated that the value of his joint personal checking

account at the time of the $40,000 bank loan was $4,075.67. The

account was held in the form of a Totten trust with each spouse

having total access to the account. He stated that he and his

wife held all of their property together and thus "signing for

this loan together was automatic;" he also stated that the bank

asked for both signatures. Mrs. Vandenberge added a statement



asserting that she signed for the loan "only because I believed

my signature was needed" and that she had no intention of being a

contributor.

On December 10, 1987, an attorney from this Office met with

the candidate, the Committee treasurer, and Mrs. Vandenberge in

order to discuss the response further, review the documents, and

discuss the possibility of pre-probable cause conciliation. As a

result of this meeting, it was determined that more details were

needed as to the transactions underlying the corporate

contribution. The treasurer had raised the argument that, if the

corporate funds were out of owner's equity, then the funds were

received from a non-repayable account, and, therefore, were at

least analogous to the non-repayable drawing accounts referred to

in the above-mentioned "Notice to All Candidates and Committees."

[% It appeared also that further details were needed as to the bank

0 loan. It was decided that supplementary responses would be

submitted in a month.

On January 25, 1988, this Office received a response from

Dr. Vandenberge with an attached statement from Mrs. Vandenberge.

(See Attachment 2.) Most of the response was either a

reiteration of the previous response or a statement of mitigating

circumstances. Substantively, with respect to the bank loan,

Dr. Vandenberge stated that the loan was approved "solely on the

basis of [his] record as a bank customer for over 20 years and on

[his] reputation." He stated that he "convinced the bank that

[he] needed a personal loan so as not to violate any F.E.C. laws"
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and that the loan was not approved based on his wife's assets.

Dr. Vandenberge concluded his response by stating that, if the

Commission should decide to proceed, "our distant second choice

is to ask for pre-probable cause conciliation." It appears that

Dr. Vandenberge was speaking on behalf of all of the parties in

this matter.

In order to complete the record as to whether certain assets

were used as a basis for the $40,000 bank loan, this Office spoke

by phone with Dr. Vandenberge. He stated that the bank did not

obtain a financial statement from him at the time of the loan 
and

C the bank had not obtained such a statement since 
its last loan to

NDr. Vandenberge which was made at least several years ago. He

stated that his only assets with the bank were his joint personal

bank account and the account of Vandenberge Enterprises, and 
that

his home mortgage was with another bank.
0

This Office did not receive a supplemental response from the

treasurer until February 24, 1988. (See Attachment 3.) Although

(7) he had stated in phone conversations that he was reconsidering

his theory as to whether the funds from Vandenberge Enterprises

should be treated as non-corporate, this Office stated that 
a

written explanation would be helpful. In his reply, the

treasurer stated that he had reviewed the corporate tax return 
of

Vandenberge Enterprises and that this return showed the $27,000

"as an asset - presumably as a loan receivable." (Emphasis

included.) According to the treasurer,

[tihe $27000 [sic] apparently was made
available by the liquidation of financial
instruments held as Owner's Equity
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until that point in time. Unfortunately, it
appears that the liquidation was not a
drawdown of Owner's quity, i.e., a non-
repayable account. Rather, the securities
were transformed into a liquid fors, cash,

drawn down from O.3. and then returned to the

corporation as an asset. The cash was loaned

to Dr. Vandenberge who deposited it into his

personal checking accountl therefore, the

cash asset became a loan receivable asset.

Therefore, it appears that, the corporation itself did not treat

the $27,000 as being from a non-repayable drawing account.

The treasurer also addressed again this Office's analysis of

the application of 11 C.F.R. S 103.3(b) to the Committee's return

o of the corporate contributions, but applied his argument more

directly to the concept of knowing acceptance. In addition to

stating his personal lack of knowledge as to the origin of the

contributions, he stated that because of Dr. Vandenberge's lack

of knowledge until early May, 1986, that the contributions would

o be considered as corporate, the return was timely. The treasurer

1W stated that because of his own lack of knowledge as to the source

Cof the funds and because the return was timely, the Committee and

he, as treasurer, did not knowingly accept corporate

contributions.

With respect to the acceptance of an excessive contribution,

the treasurer reiterated his response of August 14, 1987. He

repeated Dr. Vandenberge's argument that the bank had dealt with

the Vandenberges for many years and knew they were "good for the

loan" and that the candidate had mistakenly believed that only by

taking a "personal, unsecured loan" could he remain in compliance



with the &At. h~e treosurer also asstrd that, because he did

not know that the $40,000 loan iavolvo a violation until RhD

notifiLed hi of the possibility, tbh Committee and he, as

treasurer, did. rt knowingly violate 2 i9sc. j 441a(f).

.?he treasurer concluded with a plea to consider mitigating

circumstances such as the lack of intent, misinterpretations by

the campaign, and certain present financial circumstances of the

candidate .2.

A review of the reports of the Committee, the treasurer's

correspondence with MAD, and documents submitted with

Dr. Vandenberge's August and January responses indicate that the

candidate had repaid $25,310.68 as of February 20, 1987, and, at

that point, renegotiated the loan with $16,815.07 remaining to be

paid. The renegotiated loan is payable monthly until

February 15, 1990, at 9.50% interest, variable at 4% above the

monthly average for 3-month U.S. Treasury Bills. As of the end

of 1987, $13,078.52 remained to be paid on the loan. The

renegotiated loan agreement and note were also signed by

Mrs. Vandenberge. In his January response, Dr. Vandenberge

stated that, according to the bank, his wife had to sign document

for the loan renegotiation because she had signed for the

original loan.

2/ In a letter received on March 14, the candidate essentially
repeated prior statements as to the bank loan. (See
Attachment 4.) He said:

As previously stated, my personal assets exceeded the
loan amount and the bank officer had told me that the
bank lent me the $40,000.00 based on my 20-year record
with the bank as a customer with several accounts, my
favorable credit history and my reputation in the
community.
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I I LEGAL ANALYSIS

Section 441b(a) of Title 2 prohibits the making and knowing

acceptance of corporate contributions in connection with an

election for federal office. It appears from the treasurer's

explanation that the funds from Vandenberge Enterprises were not

considered to be funds from a non-repayable drawing account and

were, therefore, corporate funds.

The treasurer has argued, however, that this office should

not consider late March, 1986, as the pertinent starting point

for determining the timely return of the corporate contributions

and that the relevant starting point is early May, 1986, when the

problem was discovered. He stated that he did not know the

origin of the funds until that point and that, although the

candidate did know of the corporate origin, the candidate did not

know that the contributions, as made, were unlawful. The

treasurer, therefore, concluded that the Committee and he, as

treasurer, should not be deemed as having knowingly accepted

corporate contributions.

The regulation in effect at the time at 11 C.F.R.

S 103.3(b) (1) and the amended regulation at 11 C.F.R.

S 103.3(b) (2) are vehicles to permit a committee, which might

otherwise be in violation for accepting an unlawful contribution,

to remedy the situation through a timely return of the funds

after discovering that funds prevously received were from an

unlawful source. Although the treasurer himself did not know the

origin of the funds at the time of their receipt, the candidate,
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an agent of the Committee ' under 2 U.S.C. S 432(e)(2) and

11 C.F.. S 101.2(a), knew that he had transferred the funds

from his corporate account to his personal account and had

contributed them to the Committee. The funds were accepted by

the Committee on the dates that these transactions occurred,

i.e., on March 26, 1986, when $10,000 went from the corporate

account to the personal account and to the Committee, and on

March 31, 1986, when $17,000 went from the corporate account to

the personal account and to the Committee. The candidate and,

hence, the Committee knew of the corporate origins of the funds

on those dates but a return was not made until Hay 16, 1986.

Thus, the provisions of 11 C.F.R. S 103.3(b) cannot be applied to

protect the Committee from treatment as an acceptor of the

contributions.

It appears that the treasurer has misconstrued the concept

of knowing acceptance. Unlike the concept of a "knowing and

willful" violation, knowing acceptance does not require knowledge

that the action involved is a violation of the Act. It requires

only that the recipient know the facts that rendered the conduct

unlawful, i.e., that it received the contributions at issue and

their source and (in the case of excessive contributions) amount.

See Federal Election Commission v. California Medical

Association, 502 F. Supp. 196, 203-204 (N.D. Col. 1980); Federal

Election Commission v. John A. Dramesi for Congress Committee,

3/ According to 2 U.S.C. S 432(e) (2) and 11 C.F.R. S 101.2(a),
a candidate who receives a contribution for use in connection
with his or her campaign shall be considered as having received
the contribution as an agent of the Committee.
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640 1. Supp. 985 (D.U.J. 1986). In this matter, Dr. Vandenberge

knew that the contributions had been received and knew the source

of the funds.

Section 441a(a)(1)(A) of Title 2 states that no person may

make a contribution to any candidate and his authorized

committees with respect to any election for federal office which,

in the aggregate, exceed $1,000. Section 441a(f) of Title 2

prohibits the knowing acceptance of contributions exceeding the

limits of 2 U.S.C. S 441a. According to 2 U.S.C.

S 431(8)(B)(vii)(I) and 11 C.F.R. S 100.7(a)(1)(i)(C), a bank

loan is a contribution by each endorser or guarantor. Each

endorser or guarantor shall be deemed to have contributed that

portion of the total amount for which he or she agreed to be

liable and, in the absence of the stipulation of a portion, the

loan shall be considered a loan by each endorser or guarantor in

the same proportion to the unpaid balance that he or she bears to

the total number of endorsers or guarantors. The Commission

Regulations provide an exception for certain loans obtained by a

candidate and his spouse for a campaign. In the event that a

candidate obtains a loan on which his or her spouse's signature

is required, the spouse shall not be considered a contributor to

the campaign if the value of the candidate's share of the

property used as security or as a basis for the loan equals or

exceeds the amount of the loan which is used for the campaign.

See 11 C.F.R. S 100.7(a)(1)(i)(D). Section 110.10(b)(3)

amplifies this point by stating that a "candidate may use a
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portion of assets jointly owned with his or her spouse as

personal funds [and, therefore, not subject to contribution

limits]," and "the portion of the jointly owned assets that shall

be considered as personal funds of the candidate shall be that

portion which is the candidate's share under the instruments of

conveyance or ownership*." Thus, the issues are whether any

assets of the Vandenberges were secured by the bank or served as

a basis for the loan and whether Dr.' Vandenberge's share of

assets which secured the loan or upon which the loan was based

equaled or exceeded $39,000. If no assets were used as security

or as a basis for the loan, then the respondents cannot avail

themselves of the exception set out in 11 C.F.R.

5S 100.7(a)(1)(i)(D) and 110.10(b) and Mrs. Vandenberge, as a co-

maker with Dr. Vandenberge is considered to have made a $20,000

contribution.

The loan was not secured by any assets. It appeared,

however, at the time of the reason to believe finding that the

bank may have looked to the joint personal banking account of the

Vandenberges as a basis for the loan. The response of

Dr. Vandenberge disclosed that, at the time of the bank loan, the

account contained $4,075.67. If the bank was looking to this

asset, the account did not contain sufficient funds to exempt

Mrs. Vandenberge from being considered an excessive contributor.

In their responses, Dr. Vandenberge and the treasurer

minimized the role of the joint personal account as the basis for

the loan. It appears from the responses presented that the bank
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granted the loan on the basis Of Dr.,Vandenberge's reputation and

past conduct as a customer rather'than on the basis of any assets

that might be proceeded against in the event of a default.

Therefore, it appears that Mrs. Vandenberge and the Committee

cannot avail themselves of the regulatory exception.

Based on the information obtained during the investigation

of this matter, this Office has drafted conciliation agreements

for each of the respondents. This Office recommends that the

Commission approve the agreements and enter into conciliation

negotiations with the respondents.

III. DISCUSSION OF CONCILIATION AGREENIENTS AND CIVIL PENALTIES

The attached agreements each contain an admission of a

violation and provide for the payment of a civil penalty.



IV. RECOUIEMTIONS

1. Enter into pre-probable cause conciliation with Vandenberge
Enterprises, Inc. (AKA John Vandenberge, D.D.S., P.A.).

2. Enter into pre-probable cause conciliation with Linda
Vandenberge.

3. Enter into pre-probable cause conciliation with John
Vandenberge for Congress and Stephen P. Poulos, as
treasurer.

4. Approve the attached conciliation agreements.



Lawrence H. Noble
.General Counsel

- - .BY:

Associate ner ounsel

Attachments
1. Response from the treasurer and Dr. and Mrs. Vandenberge,

received on August 14, 1987
2. Response from Dr. and Mrs. Vandenberge, received on

January 25, 1988
3. Response from the treasurer received on February 24, 1988
4. Response from Dr. Vandenberge, received on March 14, 1988
5. Letter and proposed conciliation agreement to the Committee
6. Letter and proposed conciliation agreement to Vandenberge

Enterprises
7. Letter and proposed conciliation agreement to Linda

Vandenberge

Date

- 18 -

5. Approve the attached letters.

4113 / aIF I - I
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W~TO4 O 30) by'3 1986

Linda Van nbez9*.g
3934 Sto John' 1A-n*:
Uallicott cilty, n 21043

RE: MUR 2522
Linda Vandenberge

Dear Mrs. Vandenberge:

On July 21, 1987, the Federal Election Commission found
reason to believe that you violated 2 U.S.C. S 441a(a) (1) (A).
At your request, on Vril 28, 1988, the Commission determined to
enter into negotiations directed towards reaching a conciliation
agreement in settlement of this matter prior to a finding of
probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission. In light of the
fact that conciliation 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.

If you have any questions or suggestions for changes in the
agreement, or if you wish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
Jonathan Levin, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Lawrence M. No.ble
General Counsel

BY: Lois G. Lerer
Associate General Counsel

Enclosure
Conciliation Agreement



-- May 3, 1988
* --

ik
3 0#41 ftos 4oto.-
taltoott Citt "1144

4 RE: hUR 2522
Vandenberge Enterprises, Inc.
(AKA John Vandenberge, D.D.S.,
P.A.)

Dear Dr. and Mrs. Vandenberge:

On July 21, 1987, the Federal Election Commission found
reason to believe that Vandenberge Enterprises, Inc. violated
2 U.S.C. S 441b(a). At your request, on April 28, 1988, the
Commission determined to enter into negotiations directed towards
reaching a conciliation agreement in settlement of this matter
prior to a finding of probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission. In light of the
fact that conciliation 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.

If you have any questions or suggestions for changes in the
agreement, or if you wish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
Jonathan Levin, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lern r
Associate General Counsel

Enclosure
Conciliation Agreement



TION COMMISSION

3*bn *Vando.*b 4 r. t es
5827

Columbia, 4D 21* 5

RE: 14UR 2522
John Vandenberge for Congress
Stephen P. Poulos, as
treasurer

Dear Mr. Poulos:

On July 21, 1987, the Federal Election Commission found
reason to believe that John Vandenberge for Congress and you, as
treasurer, violated 2 U.S.C. SS 441b(a) and 441a(f). At your
request, on April 28, 1988, the Commission determined to enter
into negotiations directed towards reaching a conciliation
agreement in settlement of this matter prior to a finding of
probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission. In light of the
fact that conciliation 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.

If you have any questions or suggestions for changes in the
agreement, or if you wish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
Jonathan Levin, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

,

BY: Lois G. Lern r
Associate General Counsel

Enclosure
Conciliation Agreement



SEOR TEE FEDERAL ELECTION COUSZSI:OU

In the matter of

John Vandenberge for Congress
Stephen P. Poulos* as treasurer

Vandenberge Enterprises, Inc.
(A A John Vandenberg*, D.D.S., P.A.)

Linda Vandenberge

SENSITIVE
MM 2522

GNRAL COUNSEL' S RKORT

Based on the assessment of the information presently

available, the Office of the General Counsel is prepared to close

the investigation in this matter as to John Vandenberge for

Congress and Stephen P. Poulos, as treasurer, Vandenberge

Enterprises (AKA John Vandenberge, D.D.S., P.A.), and Linda

vandenberge.

Date awrence K.
General counsel
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lOm:

Sunj3CTs

YAvren** . Rob]
General Counsel

R 2522

Attached for the o iLfo. . ', '$t St,
position of the General coumn* 0 th k l 0 and Upactu al

of the above-captioned matte:. C.0 .IMO . n .
letter* notifying the resomdents of 046191 O8 1bw~e'* intent
to recommend to the Commio*fI "ins of be to
believe were nailed on qept, 10 9. Fllowing rocqipt of the
respondents' replies to these noticeS, this Office wl make a
further report to the Comission.

Attachments
1. briefs (3)
2. Letters to respondents (3)

Staff Assigned: Jonathan Levin
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Stephen P. Poulos, TrosUfOtr
John Vandenberge :99 9CWRrosS
5837 Humblebee Road
Columbia, RD 21045

Um: RUR 2522
John Vandenberge for Congress
Stephen P. Poulos, as treasurer

Dear Mr. Poulos:

Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, the Federal
Election Commission, on July 21, 1987, found reason to believe

that John Vandenberge for Congress ("the Committee') and you, as

treasurer, violated 2 U.S.C. SS 441b(a) and 44la(f), and

instituted an investigation in this matter.

After considering all the evidence available to the

Commission, the Office of the General Counsel is prepared to

recommend that the Comission find probable cause to believe that
violations have occurred.

The Commission may or may not approve the General Counsel's
recommendations. 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 bri*f of the General Counsel. (Three copies of

such brief should also be forwarded to the Office of the General

Counsel, if possible.) The General Counsel's brief and any brief

which you may submit will be considered by the Commission before
proceeding to a vote of whether there is probable cause to

believe a violation has occurred.

If you are unable to file a responsive brief within 15 days,

you may submit a written request for an extension of time. All

requests for extensions of time must be submitted in writing five

days prior to the due date, and good cause must be demonstrated.
In addition, the Office of the General Counsel ordinarily will
not give extensions beyond 20 days.



t~t #1 , !*Xe cause to believe requires that th -

ouuse attempt for a period of not less
qwiww ~ an 90, days to settle this matter through

& .pt * .  jtter and the enclosed-brief is also being

sot t@ A; Dr" John Vandenberge. Should you have any

qtGsot Lia 0leas*@ @t Jonathan Levin, the attorney assigned
to thisM at (262) 376-5690.

wr~nc* m.Noble
General Counsel

Enclosurege Brief

cc: Dr. John Vandenberge

0-Wo
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Zn the Ratter of ))

John Vandenberge for Congress ) MIM 2S22
Stephen P. Poulos, as treasurer )

~COUNISIP" IIlr

1. 5?A133U!O 0W o Ef CuS

A. Reason to Believe rindings

This matter was generated by a referral from the Reports

Analysis Division with respect to the apparent receipt by John

vandenberge for Congress ("the CoxmitteeO) of corporate funds

from Vandenberge Enterprises, Inc. (ARA John Vandenberge, D.D.S.,

P.A.) in violation of 2 U.S.C. S 44lb(a) and the apparent receipt

by the Comittee of an excessive contribution in the form of a

loan endorsement by Linda Vandenberge, the candidate's wife, in

violation of 2 U.S.C. S 441a(f).

The Committee's 1986 April Quarterly Report disclosed a

$3,000 loan from the candidate on November 21, 1985, a $10,000

losn from the candidate on March 26, 1986, and a $17,000 Loan

from the candidate on March 31, 1986. The 1986 July Quarterly

Report disclosed a $10,000 loan from the candidate on May 16,

1986.

According to information gathered by the Reports Analysis

Division ("RAD"), $27,000 of the $30,000 was first borrowed from

a corporation co-owned by the candidate and his wife, vandenberge



Rntetpties. Inc.1 After being inrfored by his attorney and

counsel for the 0atioal Republican Congressional Committee that

the Ot, asa tion-coul4 be challenged.'l the dadidate, on May 3

igObrrwe*40,00 'too th"ecnil a DPosit & Trust

Company unde signature -f his vife. and himelf as co-makers on a

note. 0n that date, he reimbursed himself for $3,000. reimbursed

the corporation for $27,000, and lent the campaign another

$10,000.

in response to a Request for Additonal information ('RFAZ"),

the candidate submitted a copy of the combined loan agreement and

note. on that document, under the heading of "Security," the

boxes next to the provisions for a "security interest" were not

marked, although there was a mark in the box next to the

statement, "I am g-iving the Bank the right of setoff against any

of my money or property in the Bank's possession.' In addition,

some of the reports of the Committee reflected the same possible

conflict. Two reports stated that the loan is a "personal,

unsecured signature loan' while two other reports stated that the

loan is not secured by any property but that the bank 'has the

right of setoff to Dr. and Mrs. Vandenberge's personal checking

account and the checking account of their jointly owned

corporation, Vandenberge Enterprises, Inc.* In response, the

1. According to the Charter Division of the Maryland Department
of Assessments and Taxation, which provides information as to
Maryland corporations, the corpocation is listed as John
Vandenberge, D.D.S., P.A. John Vandenberge claimed that he
had the name changed through his attorney to Vandenberge
Enterprises, Inc. and that, apparently, the state of Maryland
has not updated its records.
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treasurer stated that he had sired in reporting that the

corporate account was subject to the bankts right of Setoff and

that, according to the loan officer, only the Vandenborges joint

personal checking account was so subject. According to the

troasurer, the loan officer stated that the personal account was

subject to setoff 'only after exhausting normal bank and,

subsequently, legal procedures to collect on a defaulted loan.*

The treasurer stated that the bank does not regard the personal

checking account as collateral for the loan, that "the account is

not listed anywhere in the loan agreement as such,' and that,

therefore, the loan is not guaranteed by either the personal or

corporate checking accounts. The treasurer further stated that,

even if Mrs. Vandenberge's signature might otherwise make her a

contributor, 'the joint net worth of Dr. and Mrs. Vandenberge

exceeds more than twice the $40,000 loan amount" and, therefore,

Mrs. Vandenberge would not be a contributor.

On July 21, 1987, the Commission found reason to believe

that the Committee and Stephen P. Poulos, as treasurer, violated

2 U.S.C. 5 441b(a) and 441a(f). The Commission also approved a

factual and legal analysis to be sent to the respondents.

a. Responses

The arguments presented by this Office and the responses

addressed a number of areas relevant to the resolution of this

matter, i.e., the origins of the transactions involved, the

corporate nature of the original contributions, the knowing

acceptance and untimely return of the corporate contributions,

and the basis of the $40,000 loan to the Vandenberges.



As to the orcgins of the trnUn&Ctions, or. Vandenberge

stated that, on March 26# 1966, and March 31, 196,p he

transferred $10,000 and $17,000 gespoctively from the Vandenberge

Znterprises checking account to his joint personal 
account. The.

funds were then contributed to the Committee on those dates. le

stated that he made these transfers to avoid making a corporate

contribution and was subsequently advised by an attorney

reviewing his records that this activity was not lawful. He

stated that the $40,000 loan was an attempt at corrective action

so that he could return the corporate funds

The possibility was raised that the $27,000 from Vandenberge

Enterprises should not be considered to be corporate in origin.

in discussions with this Office, the treasurer raised the

argument that, if the corporate funds were out of owner's equity,

then the funds were received from a non-repayable account and,

therefore, were analogous to non-repayable 
drawing accounts.

2

Although he stated in subsequent phone conversations that he was

reconsidering this theory, he submitted a supplemental reply

addressing this issue at the request of this Office. In his

reply, the treasurer stated that he had reviewed the corporate

income tax return of the company for 1986 and that there was a

CPA-prepared balance sheet enclosed with the return showing

2. Prior to the matter's referral to this Office, RAD sent the
Committee an RFAI with a 1978 Commission "Notice to All Candidates
and Committees' explaining that contributions from non-repayable
drawing accounts of a corporation are personal contributions and
therefore not prohibited. In reply, the treasurer stated that the
funds from Vandenberge Enterprises were "'repayable', i.e., they
were not a payment of salary, commission nor distribution of
owner's equity."



*approximately $27000 as an asset---vrosumably as a loan

recoivableo." (Emphasis included.) so stated that Otbro were no

footnotes or other documents available identifying this asset as

the $27000 loaned from Vandenberg* Enterprises, Inc.' but that he

*can only assume this to be the case' and the candidate could not

think of another explanation. (Emphasis included.) According to

the treasurer,

[tihe $27000 apparently was made available by
the liquidation of financial instruments held
as Owner's Equity until that point in time.
Unfortunately, it appears that the liquidation
was not a drawdown of Owner's Equity, i.e., a
non-repayable account. Rather, the securities
were transformed into a liquid form, cash,
drawn down from O.E. and then returned to the
corporation as an asset. The cash was loaned
to Dr. Vandenberge who deposited it into his
personal checking account; therefore, the cash
asset became a loan receivable asset.

Even if the figure described on the balance sheet was not the

same as the $27,000 in loans at issue,
3 the pre-referral

correspondence and reports of the Committee refer to the funds as

loans to Dr. Vandenberge, records of the Vandenberge'$ personal

checking account submitted to us disclose the $10,000 payment on

March 26 as a "loan" to "John Vandenberge," and Dr. Vandenberge,

in conversations with this Office, has characterized the initial

payments as loans to him.

At the time of the reason to believe findings, this Office

assumed that the Committee and candidate were contending that the

3. If the loan funds were returned to the corporation in Nay,

1986, as stated on the Committee reports in checking account
records submitted by Dr. Vandenberge, it is puzzling that the
figure on the balance sheet would reflect a loan receivable.
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candidate may not have known theorigIn of hig own -Lunds 
at the

time of the contributions. This Office argued that, ven if this

were so, the candidate should be deemed to have consttucti"

knowledge of the corporate origin at the tine of the contributions

and, because, he was an agent of the Conmittee, the 
pertinent

starting dates for determining a timely return 
under 11 C.F.R.

S 103.3(b)(1), in effect at the time, or under the present

regulation at 11 C.r.. I 103.3(b)(2) were the dates on which Dr.

Vandenberge received the funds, i.e., at the latest, Match 26 and

pjlarch 31, 1986.

XT In reply, the Committee treasurer stated that 
the candidate

*hought that, by transferring funds to his personal account 
before

contributing to the Committee, he was complying 
with the corporate

contribution prohibition. He stated that this Office's statement

that the candidate should have discovered the 
illegality at the

wtime of the transfer thus. wrongly 
assumes that the candidate knew,

-at that point, that the "means in which [the contributions) 
were

1made was unlawful." Be maintained that, because of Dr.

Vandenberge's lack of knowledge until early Hay, 
1986, that the

contributions would be considered as corporate, 
the subsequent

4
action shortly thereafter was timely. In addition, the treasurer

4. Although the funds were returned to vandenberge 
Enterprises

shortly after Dr. Vandenberge learned that the 
contributions

could be considered as corporate, it appears 
that

Dr. Vandenberge may have drawn from Vandenberge 
Enterprises

over and above his normal salary draw to repay the 
$40,000

bank loan. In recent conversations with this Office,

Dr. Vandenberge stated that, to assist in the 
repayment of

the loan, his company liquidated securities that 
it held and such

funds were put into his personal account from which 
he made

repayments to the bank.



stated that, because of his own lack of knowledge that the

contributions originated with Vandenberge nterprises, Inc., the

Comittee and he, as treasureer, did not knowingly accept corporate

contributions.

With respect to the basis of the $40,000 loan, the treasurer

enclosed a letter from the Assistant Vice president of the lending

bank (written to him during the time of the MD inquiry) 
to

emphasise that the bank was not looking toward the joint 
personal

checking account as the basis for the loan. According to the

no bank's letter, the loan was unsecured with no collateral 
pledged

or security interest taken in any property. The letter stated

that "(tIhe right of the Bank to set off any property in 
its

possession or money from the borrower's savings or checking

account against any delinquent debt owed by the Bank is a right

which arises solely by operation of law and is therefore excluded

from the general definition of security." According to the

letter, the right of setoff is placed under the caption for

security "as a convenient way of insuring that the borrowers 
have

notice of the existence of the right in a form and in a location

where they will understand it.* The letter concluded by stating

that the bank had no right of setoff to any property or accounts

in the name of Vandenberge Enterprises in the event of default.

The treasurer also explained the relevance of his statement

that Dr. Vandenberge's net worth alone exceeded the amount of 
the

loan. He stated that, since there was no collateral pledged for

the loan, the bank's only recourse in event of default was "to go

after the Vandenberge's unencumbered assets, i.e., their net



worth. (This is somewhat: t vaertance with the bank's letter

which refers only to proceed rini against the assetS within its,

possession or the accounts ou the candidate.) The treasurer

further stated that he aglaMWO'4 the concept of net worth from his

conversations with MD.

Dr. Vandenberge stated that the value of his joint personal

checking account at the tine of the $40,000 bank loan 
was

$4,075.67. The account was held in the form of a Totten trust

with each spouse having total access to the account. He stated

that he and his wife held all of their property together 
and thus

"signing for this loan together was automatic"; he also 
stated

Cthat the bank asked for both signatures. Mrs. Vandenberge added a

-- statement asserting that she signed for the loan "only because 
I

believed my signature was needed" and that she had no intention 
of

being a contributor.

Subsequently, Dr. Vandenberge stated that the loan was

Capproved "solely on the basis of [his) 
record as a bank customer

for over 20 years and on his reputation." He stated that he

"convinced the bank that [he] needed a personal loan so as not to

violate any F.E.C. laws" and that the loan approval was 
not based

on his wife's assets. He stated by phone that the bank did not

obtain a financial statement from him at the time of the 
loan and

that the bank had not obtained such a statement since its 
last

loan to Dr. vandenberge which was made several years ago. 
He also

stated by phone that his only assets with the bank were his 
joint

personal checking account and the account of Vandenberge

Enterprises, and that his home mortgage was with another 
bank.



With respect to the knowing acceptance of an excessive

contribution, the tceasurer asserted that, 
because he did not know

that the bank loan could have involved a violation uftIl 
AD

notified him of the possibility, the Committee and 
he as

treasurer, did not knowingly violate 2 U.S.C. 
I 4416(f).

11. LUAL AALWZ58

1. AcceptanCe of Corporate Contributions

Section 441b(a) of Title 2 prohibits the 
making and knowing

acceptance of corporate contributions in 
connection with an

e election for federal office. Section 431(8)(A)(i) of Title 2

Ln states that the term Ocontribution" includes a loan.

%The argument was raised that the funds involved might be

considered as non-corporate. According to the documents submitted

to this Office in response to the reason to 
believe findings,

statements to this Office, the Committee's 
statements on its

reports, and correspondence by the treasurer 
and the candidate

cwith RAD, the $27,000 in funds transferred from the corporation 
to

the candidate's personal account and then 
to the Committee were

loans from the corporation. As such, they were repayable. In

addition, the $27,000 do not appear to be 
from a fund specifically

set up as a non-repayable drawing account 
for the use of employees

See, e.g., 11 C.F.R. 102.6(c)(3) and Advisory Opinion 
1982-11. It

appears, therefore, that there was a contribution 
of corporate

funds.

The treasurer has argued, however, that this 
Office should

not consider late March, 1986, as the pertinent starting point for

determining the timely return of the corporate 
contributions and
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Ithat the relevant starting point ie early Nay, 1*96, when: t

problem was discovered. He stated that he did not know tie uLlin

of the funds until that point and that, although the candidte did

know of the corporate origin, the candidate dAid not know that the

contributions, as made, were unlawful. The treasurer, therefore,

concluded that the Committee and he, as treasurer, 
should not be

deemed as having knowingly accepted corporate contributions.

The regulation in effect at the time of 
the contributions, 11

C.F.R. 5 103.3(b)(l), and the amended regulation 
at 11 C.F.I.

4 103.3(b)(2) are vehicles to permit a committee, which night

tuotherwise be in violation for accepting 
an excessive contribution,

C*o remedy the situation through a timely return of the funds. At

-.the time of the violation, section 103.3(b)(1) 
stated that

( contributions which appear to be illegal 
shall be, within 10

days, returned to the contributor or deposited 
into the campaign

,.depository and reported." 
According to the present regulation 

at

r11 C.F.R. S 103.3(b)(2), if the treasurer of a political committee

<-discovers that a contribution is illegal 
after its acceptance, the

treasurer shall refund the contribution within thirty days of the

discovery of the illegality.

Although the treasurer himself did not know 
the origin of the

funds at the time of their receipt, the candidate 
knew that he had

transferred the funds from his corporate account 
to his personal

account and had loaned them to the Committee. 
According to

2 U.S.C. 5 432(e)(2) and 11 C.F.R. 5 101.2(a), 
a candidate who

receives a contribution or any loan for use in 
connection with his

or her campaign shall be considered as having 
received the



contribution as an agent of the committee. The funds were 
accepted

by the Committoe on the dates that the transactions occurred,

i.e., on Larch 26, 1986, when $10,000 wont from the corporate

account to the personal account to the comittee, and on match 31,

1906, when $17,000 went from the corporate account to the personal

account and to the Committee. The Committee, with the candidate

as its agent, knew of the corporate origins of the funds 
on those

dates but a return was not made until May 16, 1986. 
Thus, the

provisions of 11 C.F.R. I 103.3(b) cannot be applied 
to protect

the Committee from treatment as an acceptor of the contributions.

It appears that the treasurer has misconstrued the concept 
of

knowing acceptance. Unlike the concept of a "knowing and willful"

violation, knowing acceptance does not require knowledge

that the action involved is a violation of the Act. It requires

only that the recipient know the facts that rendered the conduct

unlawful, i.e., that it received the contributions at issue and

their source and (in the case of excessive contributions) amount.

See Federal Election Commission v. California Medical

Association, 502 F. Supp. 196, 203-204 (N.D. Col. 1980); Federal

Election Commission v. John A. Dramesi for Congress Committee, 640

F. Supp. 985, 987 (D.N.J. 1986). In addition, the legislative

history of the Act indicates that the "knowing" standard does 
not

require a specific wrongful intent. See H.R. Rep. No. 94-917,

94th Cong. 2d Sess. 3-4 (1976); 122 Cong. Rec. H3778 (daily ed.

Nay 3, 1976)(remarks of Congressman Hays). In this matter,

Dr. Vandenberge, the candidate, knew that the contributions 
had

been received and knew the source of the funds.
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&ased on the foregoing analyis, this Office recommends tht

the Commission find probable cause to believe that the Committee

and mr. Poulos, as trecasurer violated 2 U.S.C. j 441b(a) in

in connection with the knowLng acceptance of $27,000 
in corporate

contributions.

2. Acceptance of an 3xcessive Conttibution

Section 441a(a)(l)(A) of Title 2 states that no 
person may

make a contribution to any candidate and his 
authorized committees

with respect to any election for federal office 
which, in the

aggregate, exceed $1,000. Section 441a(f) of Title 2 prohibits

the knowing acceptance of contributions exceeding 
the limits of 2

U.S.C. S 441a.

According to 2 U.S.C. S 431(8)(A)(vii)(I) and 11 C.F.R.

S 100.7(a)(1)(i)(C), a bank loan is a contribution 
by each

endorser or guarantor. Each endorser or guarantor shall be deemed

to have contributed that portion of the total amount 
for which he

or she agreed to be liable and, in the absence 
of the stipulation

of a portion, the loan shall be considered a loan 
by each endorser

or guarantor in the same proportion to the unpaid 
balance that he

or she bears to the total number of endorsers or 
guarantors. The

Commission Regulations provide an exception for 
certain loans

obtained by a candidate and his spouse for a campaign. 
Section

l00.7(a)(1)(i)(D) states:

(D) A candidate may obtain a loan on

which his or her spouse's signature is

required when jointly owned assets are

used as collateral or security for the

loan. The spouse shall not be considered
a contributor to the candidate's campaign

if the value of the candidate's share of

the property used as collateral equals or
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exceeds the amount of the loan wrhih is

used for the candidate's CaPeOLn.

Section 110.10(b)(3) of the Commission Regulations

amplifies this point by stating 
that & Ocandidate may use a

portion of assets jointly owned with his or her 
spouse as

personal funds land, therefore, not subject to contributiOn

linits), 0 6 and Othe portion of the jointly owned 
assets that

shall be considered as personal funds 
of the candidate shall be

that portion which is the candidate's 
share under the instruments

of conveyance or ownership." Thus, the relevant questions are

whether any assets of the vandenberges 
were secured by the bank

Ln
or served as a basis for the loan 

and whether Dr. vandenberge's

,hare of assets which secured the loan or 
upon which the loan was

7based equaled or exceeded $39,000. 
If no assets were used as

Neecurity or as a basis for the loan, 
then the Committee cannot

'avail itself of the exception set 
out in 11 C.F.R.

S 100.7(a)(1)(i)(D) and 110.10(b) and Mrs. 
Vandenberge, as a

co-maker with Dr. Vandenberge, is considered 
to have made a

5. The Explanation and Justification of this 
regulation

includes within the meaning of the regulation 
the concept of a

candidate's property as a basis for 
the loan, as well as the

strict concept of collateral. Explanation and justification of

Regulations Concerning a Candidatets Use of Property in Which

Spouse has an Interest, [48 FR 19020, April 27, 
198

6. Personal funds of the candidate are defined, 
in part, at

11 C.F.R. S ll0.l0(b)(1) as:

(1) [any assets which, under applicable

state law, at the time he or she became 
a

caididate, the candidate had legal right

of access to or control over, and with

respect to which the candidate had 
either:

(i) Legal and rightful title, or

(ii) An equitable interest.
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$20,000 contributionA.

The loan was not secured by any assets. t the time otthe

reason to believe finding, there wae a questioa as 
to wet! th

bank ay have looked to the Joint personlbanking a c count *9 the

vandenberges as a basis for the 
loan. The response of

Dr. vandenberge disclosed 
that, at the time of the bank oant the

account contained $4,075.67. 
If the bank was looking to 

this

asset, the account did 
not contain sufficient 

funds to *xempt

Mrs. Vandenberge from 
being considered an excessive 

contributor.

In their responses, Dr. 
vandenberge and the treasurer

minimized the role of 
the joint personal account 

as the basis for

the loan. The responses presented 
indicate that the bank 

granted

%be loan on the basis 
of Dr. vandenberge's 

reputation and the

past conduct as a customer 
rather than on the basis 

of any assets

(Ehat might be proceeded 
against in the event of a default.

Iherefore, it appears that the Committee 
cannot avail itself of

the regulatory exception.

The Conittee,.through 
Dr. Vandenberge, knew 

the

circumstances of the 
loan transaction and Mrs. 

vandenbergefs

signature. This Office recommends, therefore, 
that the

Commission find probable 
cause to believe that 

the Committee and

Mr. poulos, as treasurer, violated 
2 U.S.C. S 441a(f) in

connection with the knowing 
acceptance of an excessive

contribution in the 
form of Mrs. vandenberge's 

signature.

III. RKCOMEBMDTIONS

1. Find probable cause to 
believe that John Vandenberge

for Congress and Stephen 
P. Poulos, as treasurer, 

violated

2 u.S.C. S 441b(a).
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FEDERAL ELCTION COMM: SN
WASHINGTON.O 0M.4

John vandenberge, D.D..
Linda vandenbecge
Vandenberge EnterpCiss. Inc.
3446 Arcadia Drive
Ellicott City, MD 21043

-RE: NUR 2522
Vandenberge Enterprises. Inc.

(ARA John vandenberge,
D.D.S., P.A.)

Dear Dr. and Mrs. Vandenberge:

Based on information ascertained in the normal 
course of

carrying out its supervisory responsibilities, 
the Federal

Election Commission, on July 21, 1987, found reason to believe

that vandenberge Enterprises, Inc. (AKA 
John Vandenberge, D.D.S.,

P.A.) violated 2 U.S.C. S 441b(a), and 
instituted an

investigation in 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 a violation has 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, ybu

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 Counsel, if

possible.) The General Counsel's brief and any brief 
which you

may submit will be considered by the 
Commission before proceeding

to a vote of whether there is probable 
cause to believe a

violation has occurred.



John Vandenberge. D.D..
Linda Vandenberge
Page 2

If you are unable to file a responsive brief within 1s days,
you may submit a written request for an extension of tine. Al1
requests for extensions of time must be submitted in writingifive
days prior to the due date, and good cause must be demonstrated.
In addition, the Office of the General Counsel ordinarily vill
not give extensions beyond 20 days.

A finding of probable cause to believe requires that the
Office of the General Counsel attenpt for a period of not less
than 30, but not more than 90, days to settle this matter through
a conciliation agreement.

Should you have any questions, please contact Jonathan
Levin, the attorney assigned to this atr,376-5690.

7 Lawrence N. Noble
General Counsel

Enclosure
Brief
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In the Matter of
) xu 2522

Vandenberge ENterpriseu, Inc. )
(AMA John Vandenberge, D.D.S., P.A.) )

GUURAL COUES3LU R12

I. MTA WT OF513 CI= 3s

A. Reason to Believe Vinding

This matter was generated by a referral from the Reports

Analysis Division with respect to an apparent corporate

contribution by Vandenberge Enterprises, Inc. (AKA John

Vandenberge, D.D.S., P.A.) to John Vandenberge for Congress (*the

Committee") in violation of 2 U.S.C. S 441b(a).

The Comittee's 1986 April Quarterly Report disclosed a

$3,000 loan from the candidate on November 21, 1985, a $10,000

loan from the candidate on March 26, 1986, and a $17,000 loan

from the candidate on March 31, 1986. The 1986 July Quarterly

Report disclosed a $10,000 loan from the candidate on May 16,

1986.

According to information gathered by the Reports Analysis

Division, $27,000 of the $30,000 was first borrowed from a

corporation co-owned by the candidate and his wife, Vandenberge

Enterprises, Inc.1 After being informed by his attorney and

1. According to the Charter Division of the Maryland Department

of Assessments and Taxation, which provides information as to

Maryland corporations, the corporation is listed as John
Vandenberge, D.D.S., P.A. John Vandenberge claimed that he

had the name changed through his attorney to Vandenberge
Enterprises, Inc. and that, apparently, the state of Maryland
has not updated its records.



counsel for the National Republican Congressional Committee that

the *transaction could be challenged, the candidate# On May

1986, borrowed $40,000 from the Mercantile late Deposit & Trust

Company under signature of his wife and himself as co-makers on a

note. On that date, he reimbursed himself for $3,000, reimbursed

the corporation for $27,000, and lent the campaign another

$10,000.

The Reports Analysis Division sent the Committee a Request

for Additional information enclosing a 1978 Commission document

entitled "Notice to All Candidates and Committees," explaining

the types of corporate accounts used by employees that are

prohibited for use in federal campaigns under 2 U.S.C. S 441b and

distinguishing contributions from "non-repayable drawing accounts

established to permit personal draws against salary profits or

commissions" as personal contributions. In response, the

treasurer stated that the funds from Vandenberge Enterprises were

"'repayable', i.e., they were not a payment of salary, commission

nor distribution of owner's equity."

On July 21, 1987, the Commission found reason to believe

that Vandenberge Enterprises, Inc. violated 2 U.S.C. 5 441b(a)

and approved a factual and legal analysis to be sent to the

respondent.

a. Responses

The arguments presented by this Office and the respouses

addressed the origins of the transactions involved and the

corporate nature of the original contributions. As to the

origins of the transactions, Dr. Vandenberge stated that, on



March 26, 1986, and M arch 3,196, he transferred $10,000 and

$17,000 respectively from the VandenbMege interprises checking

account to his joint personal account. 1he funds were then

contributed to the Committee on those dates. He stated that he

made these transfers to avoid making a corporate contribution and

was subsequently advised by an attorney reviewing his records

that this activity was not lawful. se stated that the $40,000

loan was an attempt at corrective action so that he could return

the corporate funds.

The possibility was raised that the $27,000 from Vandenberge

Enterprises should not be considered to be corporate in origin.

In discussions with this Office, the treasurer raised the

argument that, if the corporate funds were out of owner's equity,

then the funds were received from a non-repayable account and,

therefore, were analogous to the non-repayable drawing accounts

referred to in the Commission's Notice. Although he stated in

subsequent phone conversations that he was reconsidering this

theory, he submitted a supplemental reply addressing this issue

at the request of this Office. In his reply, the treasurer

stated that he had reviewed the corporate income tax return of

the company for 1986 and that there was a CPA-prepared balance

sheet enclosed with the return showing "approximately $27000 as

an asset---presumably as a loan receivable." (Emphasis

included.) He stated that "there were no footnotes or other

documents available identifying this asset as the $27000 loaned

from Vandenberge Enterprises, Inc." but that he "can only assume

this to be the case" and the candidate could not think of another
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explanation. (Emphasis included.) According to the treasurer,

[tihe $27000 apparently wasmade available by
the liquidation of financial instrta te held
as Owner' s tuity until that point in time.
Unfortunately, it appears that the lIquidation
was not a drawdown of Owner's Uquity i.e., a
non-repayable account. Rather, the securities
were transformed into a liquid focm cash,
drawn down from O.1. and then returned to the
corporation as an asset. The cash was loaned
to Dr. Vandenberge who deposited It into his
personal checking accountp therefore, the cash
asset became a loan receivable asset.

Even if the figure described on the balance sheet was not the

same as the $27,000 in loans at issue,2 the pre-referral

correspondence and reports of the Committee refer to the funds as

loans to Dr. Vandenberge, records of the Vandenberge's personal

checking account submitted to us disclose the $10,000 payment on

March 26 as a "loan" to "John Vandenberg.," and Dr. Vandenberg.,

in conversations with this Office, has characterized the initial

payments as loans to him.

II. LEGAL ANALYSIS

Section 441b(a) of Title 2 prohibits a corporation from

making contributions in-connection with an election for federal

office. Section 431(8)(A)(i) of Title 2 states that the term

"contribution" includes a loan.

The argument was raised that the funds involved might be

considered as non-corporate, consistent with the above-mentioned

"Notice to All Candidates and Committees." According to the

2. If the loan funds were returned to the corporation in May,
1986, as stated on the Committee reports in checking account
records submitted by Dr. Vandenberge, it is puzzling that the
figure on the balance sheet would reflect a loan receivable.
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documents submitted to this Office in response to the reason to

believe findings, statements to this Office, the Committee's

statements on its reports, and correspondence by the treasurer antd

the candidate with RAD, the $27,000 in funds transferred from the

corporation to the candidatevs personal account and then to the

Committee were loans from the corporation. As such, they were

repayable. In addition, the $27,000 do not appear to be from a

fund specifically set up as a non-repayable drawing account for

the use of employees as addressed in the Notice. See, e.g.,

11 C.F.R. S 102.6(c)(3) and Advisory Opinion 1982-11. Based on

the foregoing analysis, this Office recommends that the Commission

Nfind probable cause to believe that Vandenberge Enterprises, Inc.

-- (AKA John Vandenberge, D.D.S., P.A.) violated 2 U.S.C. 5 441b(a).

III. RMCON3ND&TION.

C, 1. Find probable cause to believe that Vandenberge
Enterprises, Inc. (ARA John Vandenberge, D.D.S., P.A.) violated
2 U.S.C. S 441b(a).

Date( [
General Counsel



FEDERAL ELECTION COMMISSION

S WASHINGTON 0DC. 20*3

September 12, 19

Linda VandenDbW1g
3446 Arcadia DCive
gllicott City, RD 21043

RE: MUR 2522

Linda vandenberge

; Dear Mrs. vandenberge:

Based on inforsation ascertained 
in the normal course of

carrying out its supervisory 
responsibilities, the Federal

Election Commission, on July 
21, 1987, found reason to 

believe

-_ that you violated 2 U.S.C. 
S 441a(a)(1)(A), and instituted 

an

investigation in this matter.

.-After considering all the 
evidence available to the

F Commission, the Office of 
the General Counsel is prepared to

recommend that the Commission 
find probable cause to 

believe that

a violation has 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 

Counsel,.if

possible.) The General Counsel's brief 
and any brief which yoi

may submit will be considered 
by the Commission before 

proceeding

to a vote of whether there 
is probable cause to believe 

a

violation has occurred.

If you are unable to file a responsive brief 
within 15 days,

you may submit a written 
request for an extension 

of time. All

requests for extensions 
of time must be submitted 

in writing five

days prior to the due date, 
and good cause must be demonstrated.

In addition, the Office 
of the General Counsel ordinarily 

will

not give extensions beyond 
20 days.
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In the Matter of )
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Linda Vandenberge )
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A. Reason to Believe finding

This matter was generated by a referral fron the Reports

Analysis Division with respect to an apparently excessive

contribution to John Vandenberge for Congress ("the Committee")

in the form of a loan endorsement by Linda Vandenberge, the

candidate's wife, in violation of 2 U.S.C. S 441a(a)(1)(A).

The Committee's 1986 April Quarterly Report disclosed a

$3,000 loan from the candidate on November 21, 1985, a $10,000

loan from the candidate on March 26, 1986, and a $17,000 loan

from the candidate on March 31, 1986. The 1986 July Quarterly

Report disclosed a $10,000 loan from the candidate on May 16,

1986.

According to information gathered by the Reports Analysis

Division ("RAD"), $27,000 of the $30,000 was first borrowed from

a corporation co-owned by the candidate and his wife, Vandenberge

Enterprises, Inc. 1 After being informed by his attorney and

counsel for the National Republican Congressional Committee that

1. According to the Charter Division of the Maryland Department
of Assessments and Taxation, which provides information as to
Maryland corporations, the corporation is listed as John
Vandenberge, D.D.S., P.A. John Vandenberge claimed that he
had the name changed through his attorney to Vandenberge
Enterprises, Inc. and that, apparently, the state of Maryland
has not updated its records.
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the *transaction could be challenged," the candidate On May 26,

1986, borrowed $40,000 from the Nercantile Safe Deposit & TruSt

Company under signature of his wife and himaself as co-makers n al,

note. On that date, he reimbursed himself for $3,000, reimbutsed

the corporation-for $27,000, and lent the campaign another

$10,000.

in response to a Request for Additonal Information, the

candidate submitted a copy of the combined loan agreement and

note. On that document, under the heading of "Security, the

boxes next to the provisions for a "security interest" were notN

marked, although there was a mark in the box next to the

c, statement, "I an giving the Bank the right of setoff against any

of my money or property in the Bank's possession." In addition,

Jsome of the reports of the Committee reflected the same possible

conflict. Two reports stated that the loan is a "personal,

unsecured signature loan" while two other reports stated that the

loan is not secured by any property but that the bank "has the

right of setoff to Dr. and Mrs. Vandenberge's personal checking

account and the checking account of their jointly owned

corporation, Vandenberge Enterprises, Inc." In response, the

treasurer stated that -he had erred in reporting that the

corporate account was subject to the bank's right of setoff and

that, according to the loan officer, only the Vandenberge's joint

personal checking account was so subject. According to the

treasurer, the loan officer stated that the personal account was

subject to setoff "only after exhausting normal bank and,

subsequently, legal procedures to collect on a defaulted loan."



The treasurer stated that the bank does not re grd the personal

checking account as collateral for the loan, that *the account is

not listed anywhere in the loan agreement as such, and that,,

therefore, the loan is not guaranteed by either the personal or

corporate checking accounts. The treasurer further stated that,

even if nrs. Vandenbergo's signature might otherwise make her a

contributor, "the joint net worth of Dr. and Xrs. Vandenberge

exceeds note than twice the $40,000 loan amount' and, therefore,

Mrs. Vandenberge would not be a contributor.

On July 21, 1987, the Commission found reason to believe

that Linda Vandenberge violated 2 U.S.C. I 441a(a)(1)(A) and

approved a factual and legal analysis to be sent to the

respondent.

-a. Responses

N The arguments presented by this Office and the responses

addressed the origins of the transactions involved and the basis

of the $40,000 loan to the Vandenberges. As to the origins of ~

the transactions, Dr. Vandenberge stated that, on March 26, 1986,

.7 and March 31, 1986, he transferred $10,000 and $17,000

respectively from the Vandenberge Enterprises checking account to

his joint personal account. The funds were then contributed to

the Committee on those dates. He stated that he made these

transfers to avoid making a corporate contribution and was

subsequently advised by an attorney reviewing his records that

this activity was not lawful. He stated that the $40,000 loan

was an attempt at corrective action so that he could return the

corporate funds.
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with respect to the basis of the $40#000 loan, the treasurer

enclosed a letter fronmthe Assistant 
Vice president of the

lending bank (written to his during the 
time of the AD inquirY)

to emphasise that the bank was 
not looking toward the Joint

personal checking account as the 
basis for the loan. According

to the bankts letter, the loan 
was unsecured with no collateral

pledged or security interest taken 
in any property. The letter

stated that "[tlhe right of the Bank to set off any property 
in

its possession or money from the 
borrower's savings or checking

account against any delinquent 
debt owed by the Bank is a right

which arises solely by operation 
of law and is therefore excluded

from the general definition of 
security." According to the

letter, the right of setoff is 
placed under the caption for

security "as a convenient 
way of insuring that the 

borrowers have

notice of the existence of 
the right in a form and in 

a location

where they will understand 
it." The letter concluded by stating

that the bank had no right of setoff 
to any property or accounts

in the name of vandenberge Enterprises 
in the event of default.

The treasurer also explained the 
relevance of his statement

that Dr. Vandenberge'
s net worth alone exceeded the 

amount of the

loan. He stated that, since there was 
no collateral pledged for

the loan, the bank's only 
recourse in event of default 

was "to go

after the vandenberge's unencumbered 
assets, i.e., their net

worth." (This is somewhat at variance with 
the bank's letter

which refers only to proceeding against 
the assets within its

possession or the accounts of 
the candidate.) The treasurer

further stated that he "gleaned" 
the concept of net worth 

from



his conversations with *AD.

Dr. Vandenberg* stated that the value of his joint personal

checking account at the time of the $40,000 bank loan was

$4,075.67. The account was held in the form of a Totten trust

with each spouse having total access to the account. He stated

that he and his wife held all of their property together and 
thus

"signing for this loan together was automatic'; he also stated

that the bank asked for both signatures. Mrs. Vandenberge added

a statement asserting that she signed for the loan "only because

1 believed my signature was needed" and that she had no intention

rN of being a contributor.

Subsequently, Dr. Vandenberge stated that the loan was

-- approved "solely on the basis of [his) record as a bank customer

for over 20 years and on his reputation." He stated that he

"convinced the bank that [he] needed a personal loan so as not to

violate any F.E.C. laws" and that the loan approval was not based

on his wife's assets. He stated by phone that the bank did not

obtain a financial statement from him at the time of the loan and

Othat the bank had not obtained such a statement since its last

loan to Dr. Vandenberge which was made several years ago. He

7also stated by phone that his only assets with the bank were his

joint personal checking account and the account of Vandenberge

Enterprises, and that his home mortgage was with another bank.

I. LEGAL ANALYSIS

Section 441a(a)(1)(A) of Title 2 states that no person may

make a contribution to any candidate and his authorized

committees with respect to any election for federal office which,



..G a

in the aggregate, exceed $1,000. According to 2 U.S.C.

S 431(8)(A)(i), a loan is a contribution and* according to

2 U.S.C. S 431(8)(A)(vii)(1) and 11 C.r.R. S 100.7(a)(1)(i)(C), a

bank loan is a contribution by each endorser or guarantor. Bach

endorser or guarantor shall be deemed to have contributed that

portion of the total amount for which he or she agreed to be

liable and, in the absence of the stipulation of aportion, the

loan shall be considered a loan by each endorser or guarantor in

the same proportion to the unpaid balance that he or she bears to

the total number of endorsers or guarantors. The Commission

Regulations provide an exception for certain loans obtained by a

candidate and his spouse for a campaign. Section

-- 100.7(a)(1)(i)(D) states:

(D) A candidate may obtain a loan on
which his or her spouse's signature is
required when Jointly owned assets are

- used as collateral or security for the
loan. The spouse shall not be considered
a contributor to the candidate's campaign
if the value of the candidate's share -f
the property used as collateral equals or
exceeds the amount of the loan which is
used-for the candidate's cahpaign.

Section l10.10(b)(3) of the Commission Regulations

amplifies this point by stating that a "candidate may use a

portion of assets jointly owned with his or her spouse as

personal funds [and, therefore, not subject to contribution

2. The Explanation and Justification of this regulation
includes within the meaning of the regulation the concept of a
candidate's property as a basis for the loan, as well as the
strict concept of collateral. Explanation and Justification of
Regulations Concerning a Candidate's Use of Property in Which
Spouse has an Interest, (48 FR 19020, April 27, 1983].
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limitslfo 3 and "the portion of the jointly owned assets that

shall be considered as personal funds of the candidate 
shall be

that portion which is the candidates share under 
the instruments

of conveyance or ownership." Thus, the relevant questions are

whether any assets of the Vandenberges were secured 
by the bank

or served as a basis for the loan and whether 
Dr. Vandenberge's

share of assets which secured the loan or 
upon which the loan was

based equaled or exceeded $39,000. if no assets were used as

security or as a basis for the loan, then Mrs. 
vandenberge cannot

avail herself of the exception set out in 11 
C.F.R.

I 100.7(a)(1)(i)(D) and 110.10(b) and, as a co-maker 
with Dr.

Vandenberge, she is considered to have made a $20,000

contribution.

The loan was not secured by any assets. At the time of the

reason to believe finding, there was a question as 
to whether the

bank may have looked to the joint personal banking 
account of the

Vandenberges as a basis for the loan. The response of

Dr. Vandenberge disclosed that, at the time of the 
bank loan, the

account contained $4,075.67. If the bank was looking to this

asset, the account did not contain sufficient funds 
to exempt

Mrs. Vandenberge from being considered an excessive 
contributor.

3. Personal funds of the candidate are defined, in part, 
at

11 C.F.R. 5 ll0.10(b)(1) as:

(1) [any assets which, under applicable
state law, at the time he or she became a

candidate, the candidate had legal right
of access to or control over, and with
respect to which the candidate had either:

(i) Legal and rightful title, or
(ii) An equitable interest.



-8--

Zn their responses, Dr. Vandenberge and the treasurer

mininised the role of the joint personal account as the basis Eor

the loan. The responses presented indicate that the bank granted

the loan on the basis of Dr. Vandenbecges reputation and the

past conduct as a customer rather than on the basis of any assets

that might be proceeded against in the event of a default.

Therefore, it appears that Mrs. Vandenberge cannot avail herself

of the regulatory exception. Based on the foregoing analysis,

this Office reconends that the Commission find probable cause to

believe that Linda Vandenberge violated 2 U.S.C. 5 441a(a)(1)(A).

111. MCONKNDATION

1. Find probable cause to believe that Linda Vandenberge

violated 2 U.S.C. S 441a(a)(1)(A).

Lae awrence H ol
. General Counsel
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It: MUM 2522

Dear Dr. VandenbegeB

aoclosed please find a copy 
of the General Counsel's Brief

ind letter sent to Stephen p. Poulos, 
as treasurer of John

Vandenberge for Congress. 
if you have any questions, 

please

contact Jonathan Levine 
the attorney assigned 

to this matter, a

~ 202-376-5690.

General Counsel

Enclosure
Copy of letter
Copy of brief

John yandenb . D@ .D.S-
3446 AtCadta 001,'I
llicott City, ,lD Nb 21043



John Vandenberge, D
3446 Arcadia Drive
Ellicott City, Md. I
September 26, 1989

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

Dear Mr. Noble:

In response to your correspondence to us
regarding MUR 2522, we, as follow, are asking for
an extension of time to file our responsive brief:

....MS

iIIO
John Vandenberge, D.D.S.
Linda Vandenberge
Stephen P. Poulos, Treasurer.

We have requested a copy of the Statutes of the
F.E.C. as well as the committee regulations and as
of today we have not received them.

Thank you for your consideration.

Yours truly,

124-

, D.D.S.

JV: lv



FEDERAL ELECTION. COMMOSSIO
WAS ITON. )C 2043

O~t~b~ 3~1989

Stephen P. Poulos, Treasurer
John Vandenberge for Congress
5837 Humblebee Road
Columbia, MD 21045

RE: NUR 2522
John Vandenberge for
Congress and Stephen P.
Poulos, as treasurer

rN Dear Mr. Poulos:

This is in response to a letter dated September 26, 1989,
which we received on September 28, 1989, requesting an extension
of time to respond to the General Counsel's Brief. After
considering the circumstances presented in the letter, I have
granted the requested extension. Accordingly, your response is
due by the close of business on October 20, 1989.

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

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



FEDERIALREECTMiON COMMISSION
WASIINGTON.,DC 10*3'

October 3, 1989

Lind Vaudenbe ge

3446 Arcadia Drive
Ellicott City, RD 21043

RE: MUR 2522
Linda Vandenberge

Dear Mrs. Vandenberge:
This is in response to a letter dated September 26, 1989,

N, which we received on September 28, 1989, requesting an extensionof time to respond to the General Counsel's Brief. After
considering the circumstances presented in the letter, I have
granted the requested extension. Accordingly, your response is
due by the close of business on October 20, 1989.

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

Sincerely,

Lawrence M. Noble
CGeneral Counsel

BY: Lois G. Lerner
Associate General Counsel



FEDERAL. ELECTION COMM&~$ ON,
WASHINGTON. tC aO.

4or3, 1989

John Vandenberge, D.D.S.
Linda Vandenberge
Vandenberge Enterprises, Inc.
3446 Arcadia Drive
Ellicott City, RD 21043

RE: MUR 2522
Vandenberge Enterprises,
Inc. (AKA John
Vandenberge, D.D.S., P.A.)

Dear Dr. and Mrs. Vandenberge:

This is in response to your letter dated September 26, 1989,
which we received on September 28, 1989, requesting an extension
of time to respond to the General Counsel's Brief. After
considering the circumstances presented in the letter, I have
granted the requested extension. Accordingly, your response is
due by the close of business on October 20, 1989.

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

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



SLawrence N. Nob)e, e q.

General Counsel
FEDERAL ELECTION COMMISSION
Washington. D.C. 1

Re: NUR 2522 ""

Dear Mr. Noble:

In response to your letter of September 12, 1989,

enclosed is Brief concerning Mr. Stephen P. Poulos.

Treasurer, Mrs. Linda Vandenberge, my wife, and me,

John Vandenberge for Congress.

I ask that you consider our overall circumstances

as well as legal arguments stated in the brief enclosed,

and I trust that you'll find enough reasons not to find

probable cause.

Respectfully,

C)

John Vandenberee, D.D.S.

JV: lv
Encls.



BEFORE TR'IX #3B1AL IE'TION COMMISSION

In the Matter of )

John Vandenberge. fe onress ) 2522
Stephen P. Poulos as Treasurer)
Nrs. Linda Vand*berg* )
John Vandenberge., Candidate )

BRIEF

1. STATEMENT OF THE CASE

In regard to this matter we (Mr. Stephen P.

Poulos. Treasurer, Mrs. Linda Vandenberge, my wife, and

I) never knowingly and/or willingly violated any F.E.C.

law or regulation. During the course of my campaign for

C1 U. S. Congress, I invited, as a matter of routine and

prudence, without even being knowledgeable or suspicious

that anything was wrong, a local attorney to my campaign

headquarters, even in the presence of a number of staff

and volunteers. No one has suggested I engage an attorney,

no one had urged me to do so, but I, voluntarily, opened

our books to this attorney, just to make sure everything

Cwas O.K. It was during that visit that the attorney picked

up on the matter of money from my oersonal corporation

having been transferred to my personal account for use for

the campaign. When he mentioned that that action could

be questioned, I immediately took action to correct the

situation. I learned that the only way to correct this is

to take out an unsecured personal loan from a local bank.

I did so immediately. The bank asked for both signatures--

my wife's and mine--as a matter of routine, custom in



Maryland..-agln, not knowing that anything could be

questionable by using this method.. We fyslly disclosed

the reason for borrowing an unsecured loan to the bank

officer, who also did not raise any point of concern.

All of the above scenario was subsequently,

voluntarily, fully disclosed to the F.E.C. in our reports

by our treasurer. Our voluntary disclosure of any possible

unknown and unwilling violation was apparently refused by

someone from the F.E.C.'s Reports Analysis Division which

decided, based on our voluntary reports to start an

investigation.

Please note also my letter to you of January 15. 1988,

copy enclosed, which lists some ten items which may be

called mitigating factors or clarifyine circumstantial and

historical notes. A copy of my wife's letter of the same

date is also enclosed.

II. LEGAL ANALYSIS

1. Possibility of contributions being considered as

corporate contributions.

Title 2 of the United States Code, Secrion 441 b(&)

prevents the knowing acceptance of corporate contributions

in relation to federal office elections.

The Commission raises the argument that the

Committee could have knowingly accepted corporate funds into

the campaign, and that the corrective action taken by the



Vandenberxe for Cogress Committee immediately upon learn-

ln8 of any possible discreppncies., and the Committee's

voluntary notification-6Of Ohe Commission of corrective

action taken to ensure full cooperation of the law,

somehow came too late and that therefore the Committee

should be penalized.

John Vandenberge formed a corporation solely to

assist in his management of his dental practice, with the

minimum number of people involved by law associated with

the corporation. He often transferred money from the

Wcorporate to his personal account in complete compliance

with the law. During the campaign, the candidate took

out from his corporate account on March 26 $10,000 of

money that he had earned and put it into his personal

account. He did the same on March 31 with $17,000. This
0

money, totalline $27,000 he put into the Committee.

In May 1986 the candidate and treasurer of the

Committee, learned that the transfer of his (the candidate's)

personal income in this way could be considered as a

corporate contribution. Immediately, the candidate took

corrective action and returned the money on May 16, 1986.

11 C.F.R. Sec. 103.3(b)(2) allow the treasurer

to return a contribution within 30 days of receipt of it if

the contribution"did not appear to be made by a corporation,"

but later discovers by new evidence that it was made by a

corporation (11 C.F.R. Sec. 103.3(b)(2)).

Contributions that present a genuine auestion

as to whether they were made by a corporation can be
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returned within 10 days to the contributoro according to

11 C.F.R. Sec. 103.3(b)(1).

It is clear that the treasurer,"upon discoverinx

in Nay that the contribution could have b.en considered to

have been made by a corporation, returned the contribution

within the 30 day period.

It is also clear that the candidate, upon discov-

ering throueh his own voluntary inquiries that there was

the potential of a problem as to whether this contribution

could be considered to be indirectly from a corooration,

took immediate action to return the contribution well

within the 10 day and 30 day period.

11 CFR Sec. 103.3(b)(1) and (2) thus do apply

directly to correct this situation because of the immediate

action by the Committee to return the funds.

C: The Commission argues that knowledge of the

alleged wrong does not mean wilfull misconduct or even

knowledge that there is something wrong, but merely
C)3

knowledge of the fact of the underlying contribution.

The treasurer did not know of the underlying

circumstance that the contribution from the candidate's

personal account had previously been in his corporation

account until being told by the candidate in May, when the

problem was summarily corrected, within the 30 day realization

period.

The candidate, it is argued, knowingly accepted a

corporate contribution when he gave from his personal account



to the Couittee, becausebe knew that the funds had pre-

viously been in his corporation account. Knowledge of this

circumstance alone ,s enough. it is arSued, to satisfy the

threshold standard of knowing acceptance of a corporate

contribution, and ,that although the situation was corrected

approximately one and one-half months later when the candidate

actually first knew of a potential problem and immediately

corrected it by returning the funds, this action by the

Committee does not come fast enough, falls approximately one-

half month short of the statute period to remedy, and the

Committee should yet be penalized.

The Commission cites Federal Election Commission v.

Dramesi for Congress, (640 F. Supp. 985 (D.N.J. 1986). However,

Dramesi is distinguishable from the present case. In Dramesi,

the respondent Committee received a S5,000 contribution to

its Congressional campaign from a state Republican Committee

without knowledge that the Committee was not recognized by

the F.E.C. as a multicandidate political committee that is

approved to give in excess of $1,000. (Dramesi, 640 F. Supp.

at 986). In Dramesi, the Committee accepted the funds

without questionine the source at all, and without ever

returning the contribution to remedy the situation. Even

though the defendants in Dramesi claimed that they could not

have known that receiving these funds was illegal, the "Index

of Multicandidate Political Committees" was easily and readily

accessible to the Committee. Dramesi, 640 F. Supp. at 987.
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Knowledge was imputed in the Drg.. ce hee the Committee

could have easily obtained the information but did nott and

did not repay the $5,000 contribution.

In this case, the candidate at first felt he was

complying with the law by putting his money from his personal

bank account into the campaign. Wanting to comply fully with

the law, he sought a revidw of campaign records. When notified

of a potential nroblem in the area of the funds in question,

the candidate again sought to comply completely with the law

and immediately returned the contribution (approximately one

and one-half months after the contribution was first given) and

notified the F.E.C. (the Commission) of his actions to remedy

the conflict to ensure that the campaign was run in total com-

7'b pliance with the election laws.

Here, the candidate questioned and reviewed the

campaign contribution to ensure lawful compliance and upon

finding a potential problem, corrected it and returned the

contribution. In Dramesi, the candidate did not either

equestion the contribution initially or remedy the problem and

return the contribution.

Accordingly, the Campaign Committee urges that

11 CFR Sec. 103.3(a) and (b) applies and that there is thus

no probable cause to find that the Committee, indluding the

candidate or the treasurer, is in any vio 1 tion of accepting

a possible corporate contribution under 2 U.S.C. 441 b(a).

2. Acceptance of possible excessive contribution.

Under 11 CFR 110.10 (b)(3), a candidate can use

assets jointly owned with the spouse as his funds.



John Vandenberge took out a personal loan of

$40.000 and contributed it toward the campaign.

The petitioners would artue that because the bank

required both signatures of husband and wife for the loan.

that the wife was a co-maker and separate contributor to the

campaign. Nevertheless, under Sec. 110.10 (b)(1)0 the candi-

date did have "legal right to access or control over the

legal title.. .or the equitable interest in the loan."

John Vandenberge had virtually the only income of

o the two from his business while the wife was a housewife

raising the family in the home and, while she helped at the

office occasionally she was not employed outside the home.

This was a personal loan, and after exhausting

normal banking procedures, the bank could legally pursue

other avenues against John Vandenberge and his business and

assets, to collect on a defaulted loan.(R.3)

CThe loan was approved on the husband's reputation

as a businessman and not at all on the wife's ability to pay.

The wife also did not have any separate bank accounts or any

type of separate money funds.

These are all factors that need to be considered

in determining if the wife was capable of making a separate

contribution. Under 11 CFR Sec. 110.10 (b)(3), she was not so

capable since the husband had legal and equitable interest

over this loan and the assets.

Had Mrs. Vandenberge had separate accounts or a

separate income to offset the loan, a different answer could



pots1b bivbe had, HOrrv*r, tbis is, not the case here.

Alternatively, even If the loan Is argued to be

itri~t 11 ofit '100.7 (a) (l)(i)() aid thus have to be secured

by asets where the candidate's share of the property used as

collatoral at least equals the loan amount, then the wife

still cannot be deemed a contributor because the candidate's

assets at the time of the loan exceeded the amount of the loan.

Had the bank gone throuah normal banking procedures

to collect on the defaulted loan, they would eventually try

N to secure it with the ansets of John Vandenberge, which

cexceeded twice the amount of the loan at the time.

1N Respondents therefore respectfully urge that they

did not knowingly accept an excessive contribution on the part

of Mrs. Vandenberge, and that therefore there be found no

probable cause and no Violation of 2 U.S.C. Sec. 441 a(f).

Four Recommendations:

C 1. Find no probable cause to believe that John

Vandenberge for Congress nor Stephen P. Poulos as treasurer

did violate in any way 2 U.S.C. Sec. 441 b(a).

2. Find no probable cause to believe that John

Vandenberge for Congress and Stephen P. Poulos as treasurer

did violate in any way 2 U.S.C. Sec. 441 a(f).

3. To find no probable cause to believe that

Linda Vandenberee violated in any way 2 U.S.C. Sec. 441 a (a)

(1)(A).
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Summation of Vinaberge case (NU32522), latin8 cirtifSstotit&,and request "not to proceed".

To: Jonathan Levin, Isq.
F.E.C.
999 E Street, NW.
Washington, D.C. 20463

So as not to repeat &ll previously submitted uatorials,
I wish to state a short summary of events as I see them.

I, John Vandenberge, previously ran for House of Delegates
in 1982 without any legal problems. I am happy to say that my
wife and I have never had any legal problem, bave never sued or
been sued. leallging that a Federal Blection Campaign falls under
additional laws I tried to get the best advice possible, both in
.Karyland and Washington, D.C. Having learned, in campaign schools
and elsewhere, that corporate contributions are prohibited, I
was carcful to obey the law, as my wife and I always try to do.
Therefore, I transferred $27,000.00 from my corporation to my
personal account, so as to abide by the law. I had no Inkling
that anything was wrong but, as I had not obtained the advice of a
lawyer for our campaign as yet, I invited on my own initiative
without prompting from anyone a Howard County lawyer to come in
and inspect our operation generally to be sure we would not be
violating any laws. It was he who suggested that indirect corporate
funds might be frowned upon by the F.E.C. and my response was:
"Let's straighten that out immediately." After several phone calls
for "expert" advice, I 'borrowed an unsecured amount of money from
Mercantile Bank and Trust in Baltimore, _with whom I had done
business regularly since 1967. The -expon advisors in Howard
County nor the bank made any mention of method of signature,
especially as fir as my wife is concerned. Ever since we got
married, we've never had separate ffnances. It was always "our
soney" or "our account" or "our house or car" instead of "my
money" or "my account", etc. We always sign for everything togetber.
So signing for this loan together was automatic without any further
thought or different motive. Mercantile asked for both signatures
anyway since Maryland is a community property state and banks
customarily ask for two signatures, husband's and wife's.

Of course, hindsight indicates that I should have trans-

ferred funds prior to the campaign or checked with the F.E.C.
personally. Anyway, this method of borrowing from the bank at
10 ? has already been very expensive. In renegotiating the loan

to reduce the monthly payment from some $3300.00 per month to

$537.00 per month, my wife had to sign that contract as well

because both signatures were on the first one and the bank, again,

would not have it any other way. Please note that neither action

(corporate money transfer and my wife's signature) were intentional
to try and circumvent any law but were done in innocence and while

believing all laws were abided by.

I ask the Commission not to proceed with this case
concerning the committee and the treasurer because of mitigating
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circumstances listed below as vell as previous correspondence.

1. I never sought public office for financial lain.

My gross income for 1986 was $127,000 as a dentist in private
practice. I ran for public office because I wanted to do something
in return for all the things America had given ms. I love America
and am concerned about a number of issues. American soldiers had
fought and died to give me freedom in Rotterdam, Holland, where I
had lived all during World War II. I'll never forget what America
did for my family, my native country and myself.

2. I voluntarily, on my own initiative, invited a local

attorney to audit our books. Upon discovery of a possible conflict,
k immediately, on my own initiative, sought for a way to correct
the possible wrong. A second possible wrong was created in the
process of honestly trying to correct the first one. If 1, or
our treasurer, had been aware of a better way, we would have done
that.

3. The bank testified that we have a "totten trust"

0 account, meaning that I'm the only income producer. My wife has

0% no career or profession of her own that might have secured a
second income. She helped in the dental office occasionally with

(N. bookkeeping but the bulk of her time in our marriage has been
devoted to raising our four boys. She has no financial means of
her owfi. I pay all debts and always have.

4. The above items are not the only ones resulting from,
P let's say, inadequate or poor advice. Other advice led us to be

virtually ruineO financially. A few weeks ago we came, literally,
o within a few hours from our house being foreclosed on. Our house

is up for sale to try to get us out of debt and to pay all campaign
bills still outstanding.

5. I had sold my dental practice two years ago because
I realized that campaigning well is a full time job. The dental
office I sold my practice to employed me part time after the
election, but they let me go in August 1987. Since that time I've
started in real estate as a Realtor.

6. The way money was transferred did not measurably
affect the outcome of the election nor was it intended to. I

lost with 28% of the vote.

7. The unsecured personal loan from the bank was
approved by Mr. Ernest Burden and Mr. Tom Twist of Mercantile

Bank & Trust Co. solely on the basis of my record as a bank
customer for over 20 years and on my reputation. I convinced the

bank that I needed a personal loan so as not to violate any F.E.C.
laws. It was certainly not approved based on my wife's assets,
account, record or reputation, even though that Is superb.

8. These possible F.E.C. laws' violations were not
brought to light by the F.E.C.. any of its employees, by any

investigative reporters or competing political candidates or
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parties. It was discovered on my own initiative, reported on my
own initiative by our treasurer to the F.E.C. and full disclosure

and cooperation has occurred.

9. This whole process, even though I fully approve

of the F.E.C.'s role, has discouraged me from running again

and I probably will not unless the Commission finds the

mitigating circumstances justifiable not to proceed. I can

visualize how a future opponent could use the "public record"

part of these communications and twist and manipulate it through

a campaign and the media to his or her advantage, unless I

misunderstand the process.

10. The Campaign Treasurer is a superb family nan,

patriotic, dedicated and with a clean record. He has volunteered

many hours, sacrificed and donated financially. We, in America,

need many more like him.

Mr. Jonathan Levin, with whom we met, has been very courteous

- and helpful. Should the Commission deem it inappropriate to dis-

continue this proceeding, our distant second choice is to ask

for pre-probable cause conciliation. I ask that the Commission

take these mitigating and personal financial circumstances into

consideration most seriously. Even if our house is sold, most

of the proceeds would go towards paying off campaign debts.

Your cooperation and consideration are most appreciated.

Very truly yours,

John Vandenberge

CP.S. Mr. Stephen P. Poulos, the Treasurer, has already submitted

sworn statements and has indicated he has no additional

comments to make at this time. -- My wife does wish to

make a statement and it is attached.

Encl.: (1) Listing of our residence for sale.

(2) Loan payment notice and balance.

($26,921.48 already paid plus interest.)
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1, Linda Vandenberge, wish to express my views
concerning the above case, which views may be considered as
"mitigating circumstances". When my husband and I were marriled
in 1959, according to Biblical Law, we became one. Thus it has
always been. At that time I was working as a secretary in the
Legal Dept. of the Western Maryland Railway Company. I continued
to work, turning the income over to my husband when paid. V'bat
I had saved up to that point was spent by us on our furniehinso.
He also worked, but part time as a cashier clerk for awhile,
and then as a Wear-Ever salesman while attending school. It
was our goal for him to become a dentist. Our first of four
sons was born in 1964, while John was still in dental school.
(We had some tough times but have always believed that I
should stay at home and care for the fauly.) It was then
that I stopped working altogether to become a homemaker and
take care of this precious life Cod had blessed us with.* Since
that time I have not worked except with my husband at times in
the dental office part time. (I might add that even then for
years my services were volunteered until finally it was decided
that it would be good that I be paid some for my secretarial
services.) That money too, of course, was "ours". I have a
wonderful, generous husband who would, no doubt, give me his
last dollar if I would ask for it. The law I bear about from
the F.E;C. apparently doesn't take into account our belief
system or the way we have believed and operated for our entire
marriage. - There is no way I could give my husband any money.
He is the head of the household, responsible for all debts, and
the sole provider for the family. We have chosen this way
of life which '1s according to Biblical standards. We like it
this way and don't intend to change our lifestyle. If I

Should, by circumstances, be forced into getting a job again,
I would turn the money over to my husband because I believe
this is the right thing for me to do. Right now I'm still being
a wife and mother, volunteering my time for whatever comes along,
whether it's doing the wash or secretarial work for my husband
and family. I suppose, if one wants to get technical about
this whole thing, the bottom line is that I have nothing except
what my trustworthy husband provides for me. When I need
anything, I get it from him because he is the head of the house-
hold. My husband pays all the debts and always has. I have
access to our joint account (personal) with my husband's
permission according to the law we operate under: I use the
checking account to buy groceries, pay repairmen (washer, over,
etc.) and for family necessities or gifts - with my husband's
knowledge and approval. I also have access to my husband's
corporate account only with his approval and in the "secretarial"
sense as any secretary could, paying bills with his approval.
My husband pays all the debts and always has.

These are mitigating circumstances to my way of thinking
and if we violated any law inadvertently, of course we're very
sorry and, believe me, we'll always to the best of our ability
uphold the law. Please note that the letter of the law kills but

the spirit of the law expresses forgiveness. Therefore, I ask that
this case not proceed further due to the mitigating circumstances.

-*SO* attached.* ~~ 1 L-



- e nov have four sons - ases 23 (in law school), 21
(in college), 15 and 12. The oldest son has borrowed

much to pay for law school. He is very industrious,

having started a cleaning busines which he is nov

only able to be involved with during sumner vacation

and winter break. Our second son runs the small cleaning

business and presently works at UPS evenings to help pay

for his college education. Also an industrious young

man, this week he began a job sanding and refinishing

floors for my niece and her husband. The 15-year-old

attends high school, would like to attend the Naval

-Academy, works part time at an Italian restaurant, and

the J.2-year-old is a hard yorker as yell, helping at

home, helping his grandparents with yard work, and

helping his brother(s) with the cleaning business.

My husband has been the hard working, industrious

loving father and role model they have looked to.

To me, for their sake, this a very important factor
in this case.
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John Vendenb*' 1 ef ''or ,,Cmgee E I
Stephen P. P 66, .-s t 0' ur )

) XU 2522
Vandenberg* Sm%.~tr-j,1**, Inc, (AlA John.
Vandenberge,. .,., V..

)
Linda Vandenbege )

I. SACK

This matter was generated by a referral from the Reports

Analysis Division ("HAD"). On July 21, 1987, the Commission

found reason to believe John Vandenberge for Congress and Stephen

P. Poulos, as treasurer ("the Committee")1 violated 2 U.S.C.

55 441b(a) and 441a(f); Vandenberge Enterprises, Inc. ("the

Corporation") violated 2 U.S.C. 5 441b(a); and Linda Vandenberge

violated 2 U.S.C. 5 441a(a)(1)(A). These findings were made in
0 connection with the following loans made to the Committee. On

V
March 26 and 31, 1986, Mr. Vandenberge transferred $10,000 and

$27,000, respectively from the Corporation's checking account to

his personal checking account. On those same dates,

Mr. Vandenberge deposited like amounts into the Committee's

checking account from his personal account. On May 16, 1986, in

an attempt to remedy these apparent corporate contributions to

his campaign, Mr. Vandenberge borrowed $40,000 from the

Mercantile Safe Deposit & Trust Company, a bank located in

1. The Committee is the principal campaign committee for John
Vandenberge, a candidate for the U.S. House of Representatives
from Maryland's 6th Congressional District in the 1986 election
cycle.



Baltimore* Maryland. The loan agreement was signed by Mr.

Vandenberge and his wife, Linda Vandenberge. The bank loan

constituted an unsecured signature loan. Mr. Vandenberge used

the proceeds from the bank loan to reimburse the Corporation

$27,000, and he loaned the Committee an additional $10,000.

All of the respondents requested pre-probable cause

conciliation. On April 28, 1988, the Commission determined to

enter into pre-probable cause conciliation with the respondents

and approved conciliation agreements that included admissions of

the respective violation and civil penalty payments.

The General Counsel's Brief was mailed to the respondents on

September 12, 1989. The respondents submitted a joint reply



brief on October 23, 19S9.
II. ADIALRzs

This Office relies o its legal analysis as set forth in the

General Counsel's Brief of September 12, 1989. The Federal

Election Campaign Act of 1971, as amended ("the Act") prohibits a

corporation from making contributions in connection with an

election for federal office, and political committees are

prohibited from accepting such contributions. 2 U.S.C.

I 441b(a). The term "contribution" includes a loan. 2 U.S.C.

5 431(8)(A). Information and documents gathered during the

investigation of this matter demonstrated that the funds totaling

C14 $27,000 transferred from the Corporation to the candidate's

-- personal account and then to the Committee were actually loans

from the Corporation and, thus, constituted corporate

contributions. Therefore, this Office recommends that the
Commission find probable cause to believe the Committee violated

2 U.S.C. S 441b(a). This Office also recommends that the
C
7 Commission find probable cause to believe the Corporation

o violated 2 U.S.C. 5 441b(a).

The Act prohibits any person from making a contribution to

any candidate and his authorized committees with respect to any

election for federal office which, in the aggregate, exceed

$1,000. 2 U.S.C. S 441a(a)(1)(A). Political committees are

prohibited from accepting any contributions which, in the

aggregate, exceed the statutory limitations. 2 U.S.C. S 441a(f).

A loan is a contribution, and a bank loan is a contribution by

each endorser or guarantor of such loan in proportion to the



aount guaranteed ora endorsed. 2 U.sc. l 431(S)(A) and

1 C.'. S 100.7(a)(1)(1)(C). Comalsison regulations provide

for an exception to t.e definition of contribution in certain

circumstances. Specifically, when a candidate obtains a loan for

which the spouse's signature is required when jointly owned

assets are used as collateral or security, the spouse will not be

considered to have made a contribution to the candidate's

campaign, if the value of the candidate's share of the assets

used as collateral or security equals or exceeds the amount of

the loan used by the candidate's campaign. See 11 C.F.R.

S 100.7(a)(1)(i)(D). The spousal exemption is effective only in

circumstances where jointly owned collateral or security is used

for a loan. In circumstances where a loan is not collateralized

or secured, but both the candidate and the spouse are signatories

for the loan, the spousal exemption is not available. The

$40,000 bank loan was not secured with any assets. The loan

agreement was signed by Mr. and Mrs. Vandenberge, and both are

individually and jointly liable for repayment. Thus, at least

one-half the amount of the loan is a contribution from

Mrs. Vandenberge, resulting in her making an excessive

contribution which was accepted by the Committee. Therefore,

this Office recommends that the Commission find probable cause to

believe the Committee violated 2 U.S.C. S 441a(f). This Office

also recommends that the Commission find probable cause to

believe Linda Vandenberge violated 2 U.S.C. S 441a(a)(1)(A).

The respondents continue to disagree with this Office's

interpretation of the word "knowing" as it is used in the



relevant sections of the Act. The respondents contend that a

"knowings violation should not be found because they were not

aware that their respective actions, which resulted in the

violations at issue, were prohibited by the Act; the treasurer

did not know that the funds deposited into the Committee's

account by the candidate were first transferred from the

Corporation's account; and finally# they made an effort to remedy

the violations before being notified by the Commission. These

factors may be considered as mitigating circumstances, however,

they do not nullify the violations at issue here.

III. DISCUSSION OF CONCILIATION AND CIVIL PENALTY

As noted above, the Commission has attempted pre-probable

cause conciliation with the respondents.
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1. Find probable cause to
Congress and Stephen P. Poulos,
S 441b(a).

2. Find probable cause to
Congress and Stephen P. Poulos,
5 44la(f).

believe John Vandenberge for
as treasurer, violated 2 U.S.C.

believe John Vandenberge for
as treasurer, violated 2 U.S.C.

3. Find probable cause to believe Vandenberge Enterprises,
Inc. (AKA John Vandenberge, D.D.S., P.A.) violated 2 U.S.C.
S 441b(a).

cO
4. Find probable cause to believe Linda Vandenberge

violated 2 U.S.C. 5 441a(a)(1)(A).

5. Approve the attached conciliation agreements and
letters.

Date

f-:7 Attachments:
S1. Conciliation Agreements (3)

2. Letters (3)

Staff assigned: Sandra H. Robinson

rrence M. Nob.I Colce M 4 k
eenerraal Counsel

r
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TO: The Commission

FROM4: Lawrence M. Noble
General Counsel

SUBJECT: NUR 2522 - General Counsel's Report signed December 12,
1989

The above referenced General Counsel's Report recommends
probable cause to believe findings with respect to the
respondents. It is on the Executive Session agenda for the
Commission meeting on December 19, 1989.

On page 1 of the General Counsel's Report, paragraph 1, line
10, the indicated amount of the transfer ($27,000) from the
Corporation, made on March 31, 1986, is incorrect. The amount of
the transfer on that date should read "$17,000."
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BEFORE THE; IMUtALRLCION CONNIQSSON

In the Matter of )
)

John Vandenberg. for Congress and )
Stephen P. Poulos, as treasurer )

)
Vandenberge Enterprises, Inc. )
(AKA John Vandenberg., D.D.S., P.A.)

)Linda Vandenberge )

MUR 2522

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

December 19, 1989, do hereby certify that the Commission

decided by a vote of 6-0 to take the following actions

in MUR 2522:

1. Find probable cause to believe John
Vandenberge for Congress and Stephen
P. Poulos, as treasurer, violated
2 U.S.C. S 441b(a).

2. Find probable cause to believe John
Vandenberge for Congress and Stephen
P. Poulos, as treasurer, violated
2 U.S.C. S 441a(f).

(continued)



/9 2,-F&eral Election Commission
Certification for MUR 2522
December 19, 1989

3. Find probable cause to believe
Vandenberge Enterprises, inc.
(AKA John Vandenberge, D.D.S., P.A.)
violated 2 U.S.C. 5 441b(a).

4. Find probable cause to believe Linda
Vandenberge violated 2 U.S.C.
5 441a(a)(1)(A).

5. Approve the conciliation agreements
and letters attached to the General
Counsel's report dated December 12,
1989.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Datarof W. Emmons
Secretary of the Commission

Date
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WASIINGTON. OC 3 .)

Do~'be'27, 199

John Vandenberge, D.D.S.
Linda Vandenberge
Vandenberge Enterprises, Inc.
3446 Arcadia Drive
Ellicott City, Maryland 21043

RE: MUR 2522
Vandenberge Enterprises,
Inc. (ARA John
Vandenberge, D.D.S., P.A.)

Dear Dr. and Mrs. Vandenberge:

On December 19, 1989, the Federal Election Commission found
that there is probable cause to believe Vandenberge Enterprises,
Inc. violated 2 U.S.C. S 441b(a), a provision of the Federal
Election Campaign Act of 1971, as amended, in connection with
contributions made by Vandenberge Enterprises, Inc. in the form
of loans to John Vandenberge for Congress during the 1986
election cycle.

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
payment of a civil penalty.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission within ten days.
I will then recommend that the Commission accept the agreement.
Please make your check for the civil penalty payable to the
Federal Election Commission.



Vandenberge nterprios, Inc
Page 2

If you have any questions or suggestions for changes in the
enclosed conciliation qrteement or If you wish to arrange a
meeting in connection *Ith a mutually satisfactory conciliation
agreement, please contact Sandra H. Robinson, the attorney
assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement
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December 27, 1989

Linda .vondour
3446 Arcdia Drtve
Ellicott City, Raryland 21043

RE: MUR 2522
Linda Vandenberge

Dear Mrs. Vandenberge:

On December 19, 1989, the Federal Election Commission found
o that there is probable cause to believe you violated 2 U.S.C.

S 441a(a)(1)(A), a provision of the Federal Election Campaign Act

of 1971, as amended, in connection with an excessive contribution
you made to John Vandenberge for Congress during the 1986
election cycle.

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

o 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
payment of a civil penalty.

Enclpned is a conciliation agreement that the Commission has

approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission within ten days.
I will then recommend that the Commission accept the agreement.
Please make your check for the civil penalty payable to the
Federal Election Commission.
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* eittoa or suggestioins. for changes in the
enclosod4$ 0 tgteau ent, or if you wish to agranre a

see*an if- t wIha mutually satisfactory concilJation
ag~r ~t ~~ Sandra H. Robinson, the attorney
assigne to-,this *t. *t, at (202) 376-8200.

Sincerely,

Lawrence N. Noble I'
General Counsel

Enclosure
Conciliation Agreenent
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WASHINGTON. OC. 3

December 27, 1989

Stephen P. Poulos, Treasurer
John Vandenberge for Congress
5837 Bumblebee Road
Columbia, Maryland 21045

RE: rMUR 2522
John Vandenberge for
Cong ress and Stephen P.
Poulos, as treasurer

Dear Mr. Poulos:

On December 19, 1989, the Federal Election Commission found
that there is probable cause to believe John Vandenberge for
Congress ("the Committee") and you, as treasurer, violated
2 U.S.C. SS 441b(a) and 441a(f), provisions of the Federal
Election Campaign Act of 1971, as amended, in connection with
prohibited contributions received from Vandenberge Enterprises,

NInc. (AKA John Vandenberge, D.D.S., P.A.) and an excessive
contribution received from Linda Vandenberge, in the form of
loans to the Committee.

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
payment of a civil penalty.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission within ten days.
I will then recommend that the Commission accept the agreement.
Please make your check for the civil penalty payable to the
Federal Election Commission.
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in the atter of

John yandenberge for Congress and
Stephen P. Poulos, as treasurer

vandenbecge Enterprises, Inc. (AA John
Vandemberge, D.D.S.r P.A.)

Linda Vandenberge

GENiRL COUNSELI 53
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Attached are three conciliation agreements vhich have

been signed by John Vandenberge.

I!. RECORRENDATIONS

1. Accept the attached conciliation agreements with
John Vandenberge for Congress 4hd Stephen P. Poulos,
as treasurer, Vandenberge Enterprises, Inc. (AKA John
Vandenberge, D.D.S., P.A.), and Linda Vandenberge.

53V033UR THE VKD3am& ULMCUOP 0@WtSS PAINE
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2. Letters to Rsondonts

Staff Assigned: Jeffrey Long
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MORoS TIE rEDEUAL ELECTION COMMISSION

In the Rattor of

John V664enberg. for Congres and
Stephen P. Poulos, Ia treasurer
Vandenberge anterprises, Inc.
(AKA John Vandenberge, D.D.S., P.A.)
Linda Vandenberge

MUR 2522

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on May 22, 1990, the

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

action in MUR 2522:

1. Accept the conciliation agreements with John
Vandenberge for Congress and Stephen P. Poulos, as
treasurer, Vandenberge Enterprises, Inc. (AKA John
Vandenberge, D.D.S., P.A.), and Linda Vandenberge,
as recommended in General Counsel's Report dated
May 17, 1990.

2. Close the File.

3. Approve the letter, as recommended in the General
Counsel's Report dated may 17, 1990.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for the decision.

Attest:

-r- - ?o
Date " rjorie W. Emmons

Secrbtary of the Commission

Received in the Secretariat: Thurs., May 17, 1990 4:33 p.m.
Circulated to the Commission: Fri., May 18, 1990 12:00 p.m.
Deadline of vote: Tues., May 22, 1990 4:00 p.m.

dr
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Zohn Vandtnberg.,'D ... * ie
3446 Arcadia Drive
Illicott City, Maryland 21043

RE: MUR 2522
Vandenberge Enterprises,
Inc. (AKA John
Vandenberge, D.D.S., P.A.)

Dear Mr. Vandenberge:

On May 22, 1990, the Federal Election Commission
accepted the signed conciliation agreement submitted by you on
behalf of Vandenberge Enterprises, Inc. (AKA John Vandenberge,
D.D.S., P.A.), in settlement of a violation of 2 U.S.C.
S 441b(a), a provision of the Federal Election Campaign Act of1971, as amended. Accordingly, the file has been closed in
this matter.

This matter will become a part of the public record
within 30 days. If you wish to submit any factual or legal
materials to appear on the public record, please do so within
ten days. Such materials should be sent to the Office of the
General Counsel. Please be advised that information derived in
connection with any conciliation attempt will not become public
without the written consent of the respondent and the
Commission. See 2 U.S.C. 5 437g(a)(4)(B). The enclosed
conciliation agreement, however, will become a part of the
public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Jeffrey Long, the staff member
assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure
Conciliation Agreement
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co urw* oft csatyinyg out its supervisoiry, reVsponsibilitie*s. The

Commission found probable cause to believe that VanDdenberge

Enterprises. tnc., (ARA John Vandenberg., D.D.S., V.A.)

("Respondent") violated 2 U.S.C. 5 441b(a).

NOW, THERzrORK, the Commission and the Respondent, having

duly entered into conciliation pursuant to 2 U.S.C.

S437g(a)(4)(A)(i), do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent and

the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in his matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

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

1. Respondent Vandenberge Enterprises, Inc. (AKA John

Vandenberge, D.D.S., P.A.) is a corporation owned by John and

Linda Vandenbergo.
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. O a ch 26, *-4, John Vand.nberg. trafr

$10,000 from lRespondent's banakhcoount to the personal, checking

account of John and Linda 0Yandi*.cge. On that date, ; these funds

were loaned to the Committee.

5. On March 31, 1986# John Vandeftberge transferred

$17,000 from Respondent's bank account to the personal checking

account of John and Linda Vandenberge., On that date, ,thes* funds

were loaned to the Committee.

V. 1. Respondent made $27,000 in corporate contributions

to John Vandenberge for Congress in violation of 2 U.S.C.

S 441b(a).

2. Respondent contends that the above violation was

not knowing and willful.

VI. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of Five Hundred Dollars

($500.00), pursuant to 2 U.S.C. S 437g(a)(5)(A), such penalty to

be paid as follows:
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St becomes due, the COlmmhsi~n may, at its discretion, accelerate

the remaining payments and cause the entire amount to become due

upon ten days written notice to the respondent. Failure by the

COmmission to accelerate the payments with regard to any overdue

installment shall not be construed as a waiver of its right to do

so with regard to future overdue installments.

VI. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of Five Hundred Dollars ($500),

pursuant to 2 U.s.c. s 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a complaint

under 2 U.S.C. S 4tg(a)() concerning the matters at issue

herein or on its own motion, may review compliance with this

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.
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FEDERAL ELECTION COMMISSION
WASHIOKTON, O C.4

on ada ge ROY 24, 1990

3446 Arcadia Driv#
Ellicott City, Macyland 21043

St: MM 2522
John Vandenberge for
Congress and Stephen J.
Poulos, as treasurer

Dear Mr. Vandenberge:

On Kay 22, 1990, the Federal Election Commission
accepted the signed conciliation agreement submitted by you on
behalf of John Vandenberge for Congress and Stephen J. Poulos,

__ as treasurer, in settlement of a violation of 2 U.S.C.
SS 441b(a) and 44la(f), provisions of the Federal Election
Campaign Act of 1971, as amended. Accordingly, the file has
been closed in this matter.

This matter will become a part of the public record
within 30 days. If you wish to submit any factual or legal
materials to appear on the public record, please do so within
ten days. Such materials should be sent to the Office of the

o General Counsel. Please be advised that information derived in
connection with any conciliation attempt will not become public
without the written consent of the respondent and the
Commission. See 2 U.S.C. S 437g(a)(4)(B). The enclosed
conciliation agreement, however, will become a part of the
public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Jeffrey Long, the staff member
assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner e
Associate General Counsel

Enclosure
Conciliation Agreement
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believe that John vandenberge for engress and' Stephen P.

Poulos ('Respondents0) violated 2 U.S.C.

SS 441b(a) end 441a(t).

NOW, THERFORE, the Commission and the Respondents,

having duly entered into conciliation pursuant to 2 U.S.C.

S 437g(a)(4)(A)(i), do hereby agree as follows:

I. The Commission has jurisdiction over the Respondents

and the subject matter of this proceeding.

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in his matter.

III. Respondents enter voluntarily into this agreement

with the Commission.

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

1. John Vandenberge for Congress was the principal

campaign committee of John Vandenberge, a candidate for the

U.S. House of Representatives from the Sixth Congressional

District of Maryland in the 1986 election cycle.
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6. The Act states that no perwOn shall take

contributions to any candidate and his or her authoried

political committees with respect to any election for federal

office which, in the aggregate, exceed $1,000. 2 U.S.C.

S Section 441a(a)(1)(A). The Act prohibits a political

committee from knowingly accepting a contribution made in

violation of section 441a. 2 U.S.C. S 441a(f).

7. Commission regulations state that the term

"loan" includes a guarantee, endorsement, and any other form of

security. 11 C.F.R. S 100.7(a)(1)(i). Commission regulations

further provide that each endorser or guarantor shall be deemed

to have contributed that portion of the total amount of the

loan for which he or she agreed to be liable in the written
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Vand er% On that same date, espondents acc©ted a hk0f

these funds.
9. On March 31, 1986, ,ohn Vandenberge tranferCod

*17,000 from the bank account of Vandenberg. Enterprise,. Inc.
to the personal joint checking account of John and LindaVandenberg.. On that same date, Respondents accepted a loan of

these funds.
10. On May 16, 1986, John and Linda Vandenberge

received a $40,000 loan from the Mercantile Safe Deposit &
Trust Company. John and Linda Vandenberge were co-makers on

the loan agreement and there were no other signatories. On
that same date, Respondents accepted the loan proceeds in

connection with the primary election. Respondents have
contended throughout these proceedings that the loan was
obtained and the proceeds contributed to the committee, in
part, in order to repay the loans from Vandenberge Enterprises,
Inc., that the bank required Linda Vandenberge's signature on
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Viz. Respondnt will pay i

Election Commission in the inount, Of On Thousand Do24ra'

($1,000.00), pursuant to "2 U.S.C. I 431g(a)(S(A), sdch penalty

to be paid as follows:

1. One initial payment of $400.00due on the first

day of the second month after the respondents receive a copy of

the ratified agreement.

2. Thereafter, three consecutive monthly

installment payments of $200.00 each;

3. Each installment shall be paid on the first day

of the month in which it becomes due;

4. In the event that any installment payment is not

received by the Commission by the fifth day of the month in

which it becomes due, the Commission may, at its discretion,

accelerate the remaining payments and cause the entire amount

to become due upon ten days written notice to the respondent.
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

May 24, 1990

J ohn Vandenberge, D.D.5.
3446 Arcadia Drive
allicott City, Raryland 21043

RE: U $2522

Linda Vandenberge

Dear Mr. Vandenberge:

On May 22 , 1990, the Federal Election Commission
accepted the signed conciliation agreement submitted by you on
behalf of Linda Vandenberge in settlement of a violation of
2 U.S.C. S 441a(a)(l)(A), a provision of the Federal Election
Campaign Act of 1971, as amended. Accordingly, the file has
been closed in this matter.

This matter will become a part of the public record
within 30 days. If you wish to submit any factual or legal
materials to appear on the public record, please do so within
ten days. Such materials should be sent to the Office of the
General Counsel. Please be advised that information derived in
connection with any conciliation attempt will not become public
without the written consent of the respondent and the

o Commission. See 2 U.S.C. S 437g(a)(4)(B). The enclosed
conciliation agreement, however, will become a part of the
public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Jeffrey Long, the staff member
assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence X. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure
Conciliation Agreement
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(Respondent) violated 2 BC. S 442('aN"(C) •

N". TR3IBEFOR, the C@mUIissiod and the Iespoident, iving

duly entered into conciliatLon pursawt to 20.S.C.

S 437g(a)(4)(A)(i), do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent and

the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this agreement with

the Commission.

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

1. Linda Vandenberge is a person under 2 U.S.C.

S 431(11).

2. John Vandenberge for Congress ("the Committee") was

the principal campaign committee for John Vandenberge, a

candidate for the U.S. House of Representatives from the Sixth

Congressional District of Maryland in the 1986 election cycle.

John Vandenberge is Respondent's husband.
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that the tets l ian includes a guara*tee, e ndorsement and Pi

Other form of se*0Vity. 11 c.F.3. S 100.l(a)(l)(i). C u t.*,..
regulations further provide that each endorser or guarantOt wMU

be deemed to have contributed that portion of the total amount of

the loan for which he or she agreed to be liable in the written

agreement, or, in the absence of such written stipulation, the

loan shall be considered a loan by each endorser or guarantor in

the proportion to the unpaid balance that each bears to the total

number of endorsers or guarantors. 11 C.F.R.

S l00.7(a)(1)(i)(C).

5. on May 16, 1986, John and Linda Vandenberge

received a $40,000 personal, unsecured loan from the Mercantile

Safe Deposit & Trust Company. John and Linda Vandenberge were

co-makers on the loan agreement and there were no other

signatories. On that same date, the loan proceeds were

contributed to the Committee in connection with the primary

election.
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A-p *,, further -a pI ta h bar* loon, was obtained .n4f_

the prw. the cataa9g" in otdo .rT for the campaign

to repay loan. mad# to it froe the corporate funds of Vandenburge

V. 1. R espondent contributed $20,000 to the Committee in

connection with the primary election in violation of 2 U.s.c.

S 441a(a)(1)(A).

2. Respondent contends that the violation was not

knowing and willful.

VI. Respondent will pay a civil penalty to the Federal

Election Commission in the amount of Five Hundred Dollars

($500.00), pursuant to 2 U.S.C. S 437g(a)(5)(A), such penalty to

be paid as follows:

1. One initial payment of $200.00 due on the first day

of the second month after the respondents receive a copy of the

ratified agreement.

2. Thereafter, three consecutive monthly installment

payments of $100 each;



tb i4 w~m~ "am~ 00 *to s t o, b c

inSta lat Ish o 'be constued as .waiver of its right -.twO do

so with regard to future overdue installments.

VIl. The Commission, on request of anyone filing a complaint

under 2 U.S.C. S 437g(a)(1) concerning the matters at issue

herein or on its own notion, may review compliance with this

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

IX. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or
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Jaohn, Vand, es, .. S.

Zlltcott city, Md. 21043

Wasy 28,0 1990

Mr. Lawrence M. Noble
General Counsel
Federal Election Commission.Cm .
Washington, D.C. 20463
Re: MUR 2522

Dear Mr. Noble: C ;z

Please add the following paragraph to the
public record part on our case: -o

"Respondents submit that the
violation was a legal technicality,
of which we were not aware; it was
unintentional and had no effect on
the outcome of the campaign. It
was also reported early by the Treas-
urer of the Committee, voluntarily and
in full, including the correction of
the violation."

0
Thank you.

Yours truly,

Jh D
John Vandenberge, D.D.S.

JV: lv
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PEDERAL ELECTION COMMISSION
WAS"1 KTON D.C. 2003

THE FOLLOWING DOCUMENTATION IS ADDED TO

THE PUBLIC RECORD IN CLOSED MUR _______
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SSJW.5 ~

Mr. Lawrence M. Noble
General Counsel
Federal Election Commission
Washington, D.C. 20463

John Vandenbezge, D.D.S.
3446 Arcadia Dr.
Ellicott City, Md. 21043

Nay 28, 1990

cLOSEq
Re: MUR 2522

Dear Mr. Noble:

Please add the following paragraph to the
public record part on our case:

"Respondents submit that the
violation was a legal technicality,
of which we were not aware; it was
unintentional and had no effect on
the outcome of the campaign. It
was also reported early by the Treas-
urer of the Committee, voluntarily and
in full, including the correction of
the violation."

4r

C&.

Thank you.

Yours truly,

Je

John Vandenberge, D.D.S.

JV: 1v
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WASHINGTON, D(* 2046 3

THE FOLLOWING DOCUMENTATION IS ADDED TO

THE PUBLIC RECORD IN CLOSED MUR ~c



FEDERAL ELECTION COMMISSION
WASHINGTON D C 20463

5 is November 6, 1990

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

John Vandenberge, D.D.S.
3446 Arcadia Drive
Ellicott City, Maryland 21043

RE: MUR
John Vandenber'4or..
Congress and Stephen J;..
Poulos, as treasurer

'C Dear Mr. Vandenberge:

On May 22, 1990, the Federal Election Commission and John
Vandenberge for Congress and Stephen J. Poulos, as treasurer,
entered into a conciliation agreement in settlement of
violations of 2 U.S.C SS 441b(a) and 441a(f). According to the
agreement, you were required to pay a civil penalty of $1,000.
The conciliation agreement provided for installment payments,
with your first payment due on July 1, 1990, and additional
payments due on the first day of each successive month, until

CD October 1, 1990.

According to Commission records, none of your payments
have been received. Please be advised that, pursuant to
2 U.S.C. 5 437g(a)(5)(D), violation of any provision of the
conciliation agreement may result in the institution of a civil
suit for relief in the United States District Court. Unless we
receive the payments from you in five days, this Office will
recommend that the Cemmission file suit to remedy this
violation.

If you believe the Commission's records are in error, or
if you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble

General Counsel

.......... /

BY: Lois G. Lerner
Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 204b N

November 6, 1990

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

John Vandenberge, D.D.S.
3446 Arcadia Drive
Ellicott City, Maryland 21043

RE: MUR 2522
Linda Vandenberge

Dear Mr. Vandenberge:

On May 22, 1990, the Federal Election Commission and Linda
Vandenberge entered into a conciliation agreement in settlement
of violation of 2 U.S.C. 5 441a(a)(1)(A). According to the

(agreement, you were required to pay a civil penalty of $500.
The conciliation agreement provided for installment payments,
with your first payment due on July 1, 1990, and additional

-_ payments due on the first day of each successive month, until
October 1, 1990.

According to Commission records, none of your payments
o have been received. Please be advised that, pursuant to

2 U.S.C. S 437g(a)(5)(D), violation of any provision of the
conciliation agreement may result in the institution of a civil
suit for relief in the United States District Court. Unless we
receive the payments from you in five days, this Office will
recommend that the Commission file suit to remedy this
violation.

If you believe the Commission's records are in error, or
if you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G'. Lerner
Associate General Counsel
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CL:_ , '-, Nov.19, 1990.

F.E.C.
Mr. Jeffrey
Washington,

Long
D.C. 20463

Dear Si r:

Pursuant to our phone conversat
a few days ago, I am enclosing herewith
for $500.00 as part of the amount I owe
discussed, I expect to be able to send
each month hereafter untill the whole b
paid. We have still experienced some ca
problems, but things are looking up and
expect to be able to meet my obligation

ion of
a check
* As
$500.00
ill is
shflow

I fully
to you.

Thank you
stan di n g.

for your patience and

Yours truly,

ohn Vandenberge,

Encl. S500.00.

Sales * Property Management * Development * Consulting & Appraisals * Finance

President: Jerry M. Noel, CPM

cyl

0

under-

D ,D S

check .



FEDERAL ELECTION COMMISSION
WASHINGTON, .DC.20463

TWO WAY MEMORANDUM

TO: Fabrae Brunson
OGC, Docket

FROM: Philomena Brooks
Accounting Technician

SUBJECt: Account Determination for Funds Received

We recently received a check from q t.
, check number Goi dated

y . In , T9C , and in the amount of $QQ-O.0 •
Attached is a copy of the check and any correspondence that

was forwarded. Please indicate below the account into which

it should be deposited, and the MUR number and name.

TO: Philomena Brooks
CD Accounting Technician

FROM: Fabrae Brunson
OGC, Docket

In reference to the above check in the amount of
tnb s and in the name of$ O the MUR number is 1-.5A 1

r 7,e .The account into

whic it shouldbe de osited is indicated below:

v" Budget Clearing Account (OGC), 95F3875.16

Civil Penalties Account, 95-1099.160

Other:

Signature -Dade



DR. JOHN VANDENBERGE -66

Ar MRS. LINDA D. VANDENBERGE
~~ 3446 ARCADIA DR./

ELIOTCITY, MVD 21043 /_ _

CF Comm-RciA~kFARME.RS BANK
ELUCOTT O1TY tARYL.?ND 21043
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PSI My * ra1 Ieotio Q0! p#* on and you
- tecod lto a v6iudt i agreemnt insetleet ofviolation of;2.I. .C.S1 (a)(-)(4)"'. Acordito the9 a ree*entIt yO....r*.r :pi .....pN *g t YOU to: pay a civil paeaty of$2aoo0.o00. the c ea tio agreement provwAe .fOr installment'
payments, with your first payment due on July 1, 1990t andadditional payments due on the first day of each successive
month, until October 1, 1990.

According to Commission records, only $1,500.00 of your
payments have been received. Please be advised that, pursuantto 2 u.s.c. S 437g(a)(S)(D), violation of any provision of the
conciliation agreement may result in the institution of a civil0 suit for relief in the United States District Court. Unless wereceive the payments from you in five days, this Office willrecommend that the Commission file suit to remedy this
violation.

If you believe the Commission's records are in error, orif you have any questions, please contact Jeffrey Long, thestaff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel


