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D067 ft-t y Report (httachment 4). The JurpW161 a
SobedoI* C tor the loan incurred during the. r xwtiod
and :for clarif ication as to the original -4Rw ',tbe
candidate loan.

On October 15, 1986 the Comittee submitted a,
12 Day eo-Pcimary Report. The report included a 1 i C
which disolosed that the loan from the candid, a
borrowed from an individual (Attachment, 5). 00ale C
showed that the individual, Mary Huerta, loaned nr. SiAbee
$30,000 at 10t interest, due on demand, and seoured by *500
shares (San Diego Financial Corp.) at a market value of $100
per share, Bid.0

1 This is the candidate's permanent address. The, ddres
originally used for the campaign was 723 St. Paul Stremtt
Baltimore, MID 21202.
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On nu r , 198 a letter ars toW C rm Jo

he ter(At Mr. Schaefer stated that h ota e with
the Comission's Interpretation of the law as it related to
his loan transaction, Mr. Schaefer wrote that since he had
borrowed money from the same individual in the past and the
loan was secured and used current interest rates,, it was
similar to a loan extended by a bank. Also, he did not
agree with the Carniesiones view that any transaction
involving him during the period that he was a candidate
should be viewed as acting as an agent of the Cmittee. Hesays that O[Tlhe realistic view is that many busy business
and professional people have several capacities of their
own, separate and apart from being a Candidate for a brief
per iod.*

On January 20,, 1987 a letter was received from Mr.
Schaefer (Attachment 9). Mr. Schaefer stated that he was
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All renorts filed have been reviewed.

Ending cash-on-hand as o" 9/30/86: $13,734.16

Debts owed by the Committee as 9/30/96- $58,000

Debts owed to the Committee as of 9/30/86: $0
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Mieoaun -ehefter Treasurer
Ie""ds of samier
232 St. Paul street

Sltimeore, M 2122

|Skitlfication Haftet CM05 213

ef eremee 12 Day Preo-Pt mry Vepoct (?/1S/A-"/20tM)

Dear mr. Schefers
This letter is roted by the i ieme pselsiasv

review of the repot s) Ce fere19 isMa 468e90 M tofli., 11ia
qnestions eonferaing *ertain- iamte -mt._ It
report ts). Am itemisatiem molu*$

--Please peOV14@ totals f ims $.) thIg so a m

Summary ge of your report.

-Plsee Prvide thNe 0W , I 3 to18a" frt 1 inPae. ad Re.tled Sarmy e.

-your repot es got too$"*, a O C.
Isforuatios di lesd Is r e t dm e
lan (a) shoold be itasiss osheisle C.
provide the wissing S -" le.

-When a oamitte reports rosi e"a 1a5* fow the
eandidates It is tmouslary to eleots or
the candidate ued his/her -feml muae oc beerm
the Money from a lending LotSitutiem, or amy other
souce. If the candidate bortowed low* from a lendinl
institution or any other m mre, please Provide the
name of the lending iastitatlca i nd the uplete tenk

personal funds" In strictly dfined by ilion
regulations and may be found in 11 CA 10.10. (11
Ciit 100.7(a) (1) and 104.3(4))

An amendment to yot original report(s) corecting the above
problem(s) should be filed with the Secretary of te lenate, 232
Hart ISnote Office buildingt Washington, DC 20S10 witbin fifteen

(~Y



r
A-Adslfty

Swart



-- - -W

O'cAn7'A (S 4

to d "Now peom ~w am$ i am

It OVA "Of. maRM"vt aG nfw

!s-cc gha4Is

a wp Atow*~"- "wa

K--- 0

'bado
Gua

A..

doo 0 . mef Gm

* .

IT

a
C!

0

C

'C

. at



. la 100:O

flaferatesl1 41 s i il Wr-eg-_-_--_ kpsB,t (7ft!W4/r Oc. iest t

ibis tom "O its isPW by Salmu oo *aIai a llthe

,..wts,* m. mIua.tim'l, 4Sito~oTo
Subsie C o6 paure sio ese rtonI u o

asirns Is NternIAS saft thVew

IAM llcq oetem1¢ lofm
" No¢o__t AM mo l I alt" i t g
gopt" Is SOam *Ts notie am IMbe*

&toei the Ibisto a aefrhrlg!sosi

eei o the eireof Laemw s 'Lo ts
per i8of you vt e dt.., ltces el mrem

scipton lom. oame or Ait of mey oraI4him of valuve am"i by any sets" fogC t"e peuro of
sensam" elaCte for Welera]l off los.

It the maottibutim s In estiom etoe imompfleqtely or
incorrectly Crporte. ps a" viah to euei t

iemtattioo for the pulic Temdo Ple9ase amo "or

Altbouth the C issim, my take fugrther leow s"A"Concerning theaotme of excesIfft mootiltief t
promt action by you to refuelteeuea eseut
will be taken Into oslieratlon.



leelw i o

" t j.t j

tmp og ti e
6) i be f 11.1with th Cll k el "h

. ans vithe. gift"*s ( ais l O "W
i•Iwe" -mws.t"b mmOolee

4vS nt eUbee (me) 42 we Iowa) i~r i

aSSll 1a e t



-so~o bsme to or WAI ye: Mr. Schefew's P le C

EBONI Cll Res Hr. mobel Schaefer:

M Aulyst, m bn 1My

M W 013 Frneds of Scaefer - SsaqtO - CI

s 10/31/8

Nr. Schaseft called in M* to ow lettew (WA) seat AsiL-
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& Rnsponse to 1InWs obta d by the andidate, NCi.")

pgiis Call received from Nichael Schaefer

TO: RAD Analyst, Robin Kelly

Una o Comomu: Friends of Schaefer - Senate/ND- C00209213

April 23, 1987

-r. Schaefer called in response to the Second Notice be .bd 11000-A "00
the 1986 October Qarterly Report. He explained that he ws rot 1- e l

wil timly because he was not presently rest in Iryland.

~ a~se Said, thath %6
O cwre SSa Ivodt@. hafr
Mary MArta. 1 told hitm that is as Atter tMe

!/2 Office of eneral Cousel.- Tbee he explained that thloan
SCIab I Co. was a loan from himself to himelf aWi
problem vith the transaction. I told r. Schaefer that I 1oul Ot
refer this netter to our Office of General Counsel for their In
addition. I told r. Schaefer that our letter had requested that he i his

Ln report to indicate the current status of the $30,000 loan. He told; m tht he

had not made any payments and that there were no changes to report. I said, that

- regardless he should still submit a current Schedule C indicating the current

status of the loan. I asked Mr. Schaefer for a current phone maier. He told

me that he could be reached at (202) 234-9643 for the next couple weeks.
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*ndse nW t e any othe f ore o asc - o o
clarify the terms inVOIlve in this loss tr46te AsSwhetber or mot crediatOf anY kind was el Is to Mcandidate (acting as an agent of the einmitte) byCbarles Schwab a Co. If the cstributis floss) ioquestion Was iNu-ospletely or inmorroatly Ceported.may wish t submit dcintatin tor the public ra r.
Although the C0mi ison RMy take furtber lejal stepsconcerning the acceptance of a prohibited coetribution,
prompt action by you to refu the prohibited mutwill be taken into consideration.

-Coamission Regulat ions require the eomtinmeusreporting of all outstanding loans. This rport omitsthe loan (s) itemized on your previous report(s).
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SOURCE OF MUR: I NTE9R NA L LY 0t 3R Y

ISSPONDRNTS: Fr iends of Schaefer Committee
Michael Schaefer, Treasurer
Mary E. Huerta
Charles Schwab and Co., Inc.

RLEVANT STATUTES: 2 U.S.C. S 441a(a) (1) (A)
2 U.S.C. S 441a(f)
2 U.S.C. S 434(b)(8)
2 U.S.C. 5 434 (a) (2) (A) (iii)
2 U.S.C. S 441b
11 C.F.R. S 104.11

INTERNAL REPORTS CHECKED: Friends of Schaefer Committee

FEDMRAL AGENCIES CHECKED: None

This matter was generated by a referral from 
the :00"ta"'.1

Analysis Division (ORAD") of information obtained durin t0iow

of reports filed by the Friends of Schaefer COmmittee (14tbe

Committee"). (Attachment 1)

11. FACTUAL Am LBGAL ANALYSIS

A. $30,000 Loan

The referral from RAD concerns a $30,000 loan received by

the Committee from the candidate, Michael Schaefer, in July,

1986. This loan to the Committee was apparently made possible by

a loan which the candidate had obtained from an individual,

Mary E. Huerta of Las Vegas, Nevada. The Committee reported the

$30,000 loan on a Schedule A as a personal loan from the

candidate. Attachment 1, page 12.
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in response to an RhA! triggered by the Ci itte5 sinitI&I

failure to file an accompanying Schedule C, the CCisLtte

submitted the required schedule which stated that the loan Oft*s,

from personal funds borrowed on securities owned, borrowed by the

candidate from Mary Huerta . . . The Schedule C further

indicated that the Huerta loan was a 010% interest 
demand loan.'

A second RFAI was sent to the Committee citing receipt of an

apparently excessive contribution. This was followed by a series

of telephone conversations during which the candidate insisted

that the loan from Ms. Huerta was a secured commercial loan,

similar to ones obtained from her in the past. He also disputed

being designated as an agent of the Committee at the time the

loan was obtained. The latest report filed by the Cimittee,

the 1986 October Quarterly Report, did not include a repaymet Nto

Ms. Huerta; indeed, a letter from Mr. Schaefer dated April S,

1987, stated that she was being paid quarterly, rather than semi-

annuaL;, interest on the loan and that she had been paid $750 in

interest on April 1, 1987. Attachment 1, page 18. No repayment

of principal was mentioned in the letter. The Committee accepted

an additional $500 contribution from Ms. Huerta in July, 1986,

indicating knowledge on her part of Mr. Schaefer's candidacy at

the time of the $30,000 loan, although the exact date of the

transaction between Mr. Schaefer and Ms. Huerta is not known at

this time.



2 US.C. S 441a(a)(1)(A) limits to $1,000 tbemunt ht a

x° rson may contribute to a federal candidate and his autbbibie4

political Cmittee with respect to any election. 2 US.C.

S 441a(f) prohibits candidates or political coimittees from

accepting contributions in excess of the limitations. 2 U.S.C.

S 431(8) (A)(i) defines "contribution* as including any

aloa . . . made by any person for the purpose of influencing

any election for Federal office.' The only exception to the

inclusion of loans within the definition of contribution involves

loans of money by state or federal banks or by certain savings

and loan institutions. See 2 U.S.C. S 431(8)(8) (vii).

In the present matter it appears that the $30,000 loan made

-by .tbe adiate, VicKjhael Scbaofer, to his camittee in Iu ly,

196, was made with funds borrowed by the candidate from Nary1.

Suerta. Additional information is needed regarding Ms. Huerta's

knowledge of a Schaefer campaign and her intent to benefit that

campaign at the time of her $30,000 loan; however, the fact that

she made a $500 contribution in July, 1986, provides a basis for

assuming knowledge on her part of the campaign at the time of the

$30,000 transaction. Given the candidate's status as an agent of

the Committee pursuant to 11 C.F.R. S 101.2 when obtaining loans

in connection with his campaign, the Committee may be deemed to

have received the loan from Ms. Huerta.

This Office recommends that the Commission find reason to

believe that the Friends of Schaefer Committee violated 2 U.S.C.



S* 44(f) by accepting an excessive contribution f rom "y 3.

:-rta iid that Ms-Burta violated 2 U.S.C. S 441a(a) (1) ( ) by.

making an excessive contribution to the Committee. 1/

8. Failure to Report Loan in Contiuous Fashion

2 U.S.C. S 434(b)(8) requires that a political committee

report the amount and nature of outstanding debts owed by the

cimittee on each report required to be filed. Pursuant to

11 C.F.R. S 104.11 debts and obligations are to be continuously

reported until extinguished. The last report filed by the

Friends of Schaefer Committee was the 1986 October Quarterly

Report which did not include on a Schedule C the $30,000 loan

from Mary E. Huerta here at issue. In response to inquiries from

.M. Mr. Shafer-on -April. 23, 1987, stated that he had saft

payments. Therefore, the debt apparently remained as of that

date and reporting continued to be required.

This Office recommends that the Comission find reason to

believe that the Friends of Schaefer Committee and Michael

Schaefer, as treasurer, violated 2 U.S.C. S 434(b)(8) and

11 C.F.R. 5 104.11.

1/ Additional questions arise from Mr. Schaefer's letter of
April 6, 1987, concerning the source of the $750 interest payment
made to Ms. Huerta on April 1. Mr. Schaefer stated that this
interest was paid "from my personal business income, it being a
business loan against bank stock."
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C. $32000

Also noted in the RAD referral Is a second loan of $28,00

disclosed on the Coittee's 1966 October Quarterly Report as

received on September 2. 1986. Again, this loan was reported as

coming from the candidate,, with the accompanying Schedule C

shoving that the money used by the candidate had been "borrowed

from Charles Schwab and Co. stockholders account held by

Schaefer, a 'margin' loan secured by various stocks owned, no

repayment date to Schwab, interest: Brokers call rate + .75%

(about 7 l/2%).* (Attachment 2)

In his April 6, 1987 letter, Mr. Schaefer wrote that the

loan in question *was loaned by myself to myself." Be further

stated that (5) ince the funds were taken from the margin

account, there were substantial sales, year-end, of securities,

and all of the funds owed were paid of f, or were reduced by at

Irleast $30,000 (which would cover the $28,000..)

C (Attachment 1,, page 18).

According to information on margin accounts published by the

New York Stock Exchange, such an account is made up of cash or

securities provided by the investor and by credit extended by a

broker. The Federal Reserve Board requires that at least 50% of

the cost of a stock which the investor wishes to purchase through

such an account be supplied by the investor. The firm then

extends credit for the remainder at the going rate of interest.



Mr. Schaefer argues in his letter of April 6, that tbihe

taken from his margin account were his own funds which he rad

obtained against stock which he owned. He also states that 'h

stock was sold, the funds paid back the 'advance' and balame of

funds paid to me.'

11 C.F.R. S 110.10(1) and (2) define mpersonal fundsO of the

candidate as any assets which . . . 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."

The definition also includes "dividends and proceeds from the

sale of the candidate's stocks.' Mr. Schaefer's explanation

leaves unclear whether the funds used to make the $28,000 loan to

the Committee constituted such 'personal funds" at the time of

the loan or whether they had been in fact borrowed from Charles

Schwab and Company with Mr. Schiaefer's stock used as security.

2 U.S.C. S 441b(a) prohibits any corporation from making a

contribution or expenditure in connection with any election to

federal office. 2 U.S.C. S 441b(b)(2) defines 'contribution or

expenditure' to include 'any direct or indirect payment,

distribution, loan, advance, deposit or gift of money ... to any

candidate, campaign committee, or political party or
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organization, in connection with any election to any Ifeferal

offticel.

The use of the terms 'security" and "interest" on the

Committee's Schedule C indicate that Mr. Schaefer accepted a loan

from Charles Schwab and Co. for use in his campaigni i.e., that

the funds used, as opposed to the security used to obtain those

funds, were not personal assets at the time he became a

candidate. However, additional information is needed in order to

ascertain such facts as the amount and sources of monies in

Mr. Schaefer's margin account at the time of the loan to his

Committee, the relationship between the usual function of a

margin account (to make investments) and Mr. Schaefer's

apparently broader use, whether or not Charles Schwab and ''Cobny

considered the $28,000 obtained by Mr. Schaefer to be a loan cfrom

the company, and, if so, the extent of the company's knowledge of

his candidacy at the time of the loan. Again, if Mr. Schaefer

accepted a loan for use in his campaign, the receipt of such a

loan by the candidate would constitute receipt by his committee.

This Office recommends that the Commission find reason to

believe that the Friends of Schaefer Committee and Michael

Schaefer, as treasurer, violated 2 U.S.C. S 441b by accepting a

loan from Charles Schwab and Co., Inc., and that Charles Schwab

and Co., Inc. violated 2 U.S.C. § 441b by making a loan and thus

a contribution to the Committee through the candidate.



. an"Lt ,of JIntrest Patments

Ouring tb course of analysing the information roferteo bl

RRD in this matter, this Office has identified an additiomal

apparent violation. In its 1986 Pre-Primary and October

Quarterly Reports the Committee itemized on Schedule A's the

payments of $6,711 each received from Jay R. Detiranda of

Torrance, California. (Attachment 3). Each of these receipts is

reported as being for monthly interest on a mortgage; they are

included on the reports' detailed summary pages as 'other

receipts." On the Schedule A attached to the October report, the

statement is made that *these are monthly interest payments

received by Cmmittee on its $671,100 mortgage owned, 121 due

1991,l s "ed by om Angeles apartment b1dge.' ?be Pr-r L.

Report, the Committee's first, contained on the detailed 3

Page the statement Comittee holds $671,142 mortgage (12t

interest, due 1991, may be liquidated earlier at discount).' The

October Quarterly Report gave the figure of $60,000 approx." for

the aggregate year-to-date payments received from Mr. DeMiranda.

2 U.S.C. s 431(8)(A)(i) also defines contribution as

including a 'deposit of money or anything of value made by any

person for purposes of influencing any election for Federal

office...." It has been the position of the Commission that

"business or commercial type ventures of ongoing political

committees are simply another form of fundraising for political

purposes; therefore, the proceeds from such ventures were

Mae-
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considetod contributions subject to the Act.0 Advisory Opinion

19 6-14. ,e also Advisory Opinions 19683-2 and 1979-17. In the

present situation, the Coimittee apparently received interest

payments totaling approximately $53,289V" on a commercial

property during the primary campaign in which Michael Schaefer

was a candidate, the primary election in Maryland having been

held on September 9, 1986. The Schaefer campaign was not in the

process of terminating at the time these payments were made.
/

This Office recommends that the Commission find reason to

believe that the Friends of Schaefer Committee and Michael

Schaefer, as treasurer, violated 2 U.S.C. S 441a(f) by accepting

excessive contributions from Jay R. DeMiranda. This Office also

. m fnd that the Comision find reason to believe that Jay R.

%Den-iranda violated 2 U.S.C. S 441a(l)(A) by making excessive

contributions to the Friends of Schaefer Committee.

E. Failure to File Report

2 U.S.C. S 434(a)(2)(A)(iii) requires the authorized

committees of candidates to file, in an election year, a report

covering the quarter ending December 31 no later than January 31

of the following calendar year. According to the referral from

2/ $60,000 minus $6,711 received on September 26, 1986, and
thus after the primary election

3/ As noted in Advisory Opinion 1986-14 the Commission has
recognized two exceptions to the general rule that the sale of
political committee assets results in a contribution by the
purchaser, these being a sale upon termination of operations and
the sale of a mailing list developed as a unique asset of the
Committee for its own use..



the Imports Analysis Division, the Friends of hefer Cit ee

has never filed a l"6 Year 3nd Report. fterefor , this OftAW

recends that the Comissiaon find reason to believe that the

Friends of Schaefer Cimittee and Michael Schaefer, as treasurer,

violated 2 U.S.C. S 434(a) (2) (A) (iii).

1. Find reason to believe that the Friends of Schaefer

Committee violated 2 u.s.C. SS 44la(f), 441b, 434(b) (8) and

434(a) (2) (A) (iii).

2. Find reason to believe that Mary E. Huerta violated 2 U.S.C.

S 441a(a) (1) (A).

CN 3. Find reason to believe that Charles Schwab and Co.,-tW,.,
violated 2 U.S.C. S 441b.

4. Find R to.bUeve. tbt Jay 1.D. Miranda violad
2 U.s.c, S 44 ia(a) (1) (A).

5. Approve the attached letters, factual and legal amalyis.
subpoenas to produce documents and orders to submit written

answers.

DateI 
ul, neral Counsel

Attachments:

1. Referral from Reports Analysis Division
2. Schedule C from Committee's 1986 October Quarterly Report

3. Schedules A from Committee's 1986 Pre-Primary and October

Quarterly Reports
4. Factual and Legal Analyses (4)
5. Subpoenas to Produce Documents and Orders to Submit Written

Answers (4)
6. Letters (4)



FEOERAL ELECTION COMMISSION
WA$*I'0%TO 0 '.:

MEMRANIDUM TOt LAWRENCE M. NOBLE
GENERNL COUNSEL

FROM: MARJORIE W. EHMNS /SUSAN GRWEEA 9-
DATE: December 3, 1987

SUBJECT: OBJECTION TO RAD Ref. 87L-29: First General
Counsel 's Report
signed Nov.30, 191

The above-captioned document was circulated to the

Commission on Wednesday, December 2, 1987 at 11:00 A.M.

Objections have been received from the Comnissioners

as indicatoed by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissi.oner Thomas

x

x

x

x

x

This matter will. be placed on the Execut :-.e Session

agenda for December 8, 1987.

Please notify us who will represent your D~vlsion

before the Commission on this matter.

.. . . t



BEFORl THE FIRDNUAL ILUC 'Z0 CON14ISS ION

In the Matter of )

Friends of Schaefer Committee )
Micahel Schaefer, Treasurer ) RAD Referral #87L-29 (5
Mary Z. Huerta )
Charles Schwab and Co., Inc. )

CERTIFICATION

I, Marjorie W. Emons, recording secretary for the

Federal Election Commission executive session of December 
8,

1987, do hereby certify that the .Oemission decid .by.a vote

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

Referral #87L-29:

1. Open a Matter Under Review (MUR).

2. Find reason to believe that the Friends of
Schaefer Comuittee violated 2 U.S.C.
SS 441a(f), 441b, 434(b)(8) and 434(a) (2)

(A) (iii).

3. Find reason to believe that Mary E. Huerta

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

4. Take no action at this time with respect to

recommendation number 3 contained in the

General Counsel's report dated November 30,

1987.

(continued)



WGz'a "1*tlon Comission Page 2
,ertiftcation for RAD Referral 87L-29
bee er 8, 1987

5. Take no action at this time with respect to
recaimendation number 4 contained in the
General Counsel's report dated November 30,
1987.

6. Direct the Office of General Counsel to send
appropriate letters and an appropriate
factual and legal analysis* appropriate
subpoenas to produce documents and
appropriate orders to submit written answers.

Comissioners Aikens, Elliott, Josefiak, McDonald,

":-' w ad thomas voted affirmatively for the deci i i..

Attest:

Date Marjorie W. Roms
Secretary of the Ccmiission



fvFEDERAL ELECTION COMMISSION.

,minm M- 16

Mary 3. Huerta
1613 Breezewood Drive
Las Vegas, Nevada 89108

RE: MUR 2561

Dear 14s. Huerta:

On December 8 , 1987, the Federal Election Commission found
that there is reason to believe you violated 2 U.S.C.
5 441a(a) (1) (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.

UOvdet the Act, you haVe an oppottunity to dmowt.......
no action should be taken against you. You may suait any
factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please*ulWSit such
materials along with your response to the enclosed. Subfpna to
Produce Documents and Order to Answer Questions. All responses
to the order and subpoena must be submitted within 15 days of
your receipt of this order and subpoena. Statements should be
submitted under oath.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to this subpoena and
order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address and telephone number of such counsel and authorizing such
counsel to receive any notifications or other communications from
the Commission.

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



fyb re interested in pursuing pro-probable cause ]i
ooneilimtion~.ju should so request ira writing. I 1 CO.F.-
s 111 18(d). Upon receipt of the request, the Offri--e of the ;
Generai Counsel viii make recomendations to the Commission -
either proposing an agreement in settlement of the matter or ..
recommnding declining that pro-probable cause conciliation be ,
pursued. The Office of the General Counsel may recommend that
pro-probable cause conciliation not be entered into at this time .
so that it may complete its investigation of the matter.IFurther, requests for pre-probable cause conciliation viii not be
entertained after briefs on probable cause have been mailed to
the respondent..

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause

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

~This matter will remain confidential in accordance with
2 U.S.C. 5S 437g(a) (4) (B) and 437g(a) (12) (A), unless you notify

LA the Commission in writing that you wish the investigation to be
..made public. ... *, .. , ..,, ,

For your information, we have attached a brief dee4cription x' i

~of the Commission's procedures for handling possible violations
r- of the Act. If you have any questions, please contact Anne A.

__Weissenborn, the attorney assigned to this matter, at (202) 376-

C' S incer ely,

Scott E. Thomas
Cha irman

Enclosures
Subpoena and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form



TO: Iary B. Huerta
1613 Breexewwd Drive
Las Vegas, Nevada 89108

Pursuant to 2 U.S.C. $ 437d(a)(1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Federal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Order. Legible
CN4

copies which, where applicable, show both sides of the documents,

ma"Y he aabtite.f tor or ig inal.

>0 Such answers-mustacbe submitted under oath and must be forwarded

to the Commission along with the requested documents within 15 days

of your receipt of this Order and Subpoena.

C WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand on this.247 day of , 1987.

Scott E. Thomas, Chairman
Federal Election Commission

ATTEST:

Marjorie W. Emmons
Secretary to the Commission

Attachments
Questions ( pages)
Document Request ( pages)



P:~*.. pauce~b fllwing documntltS

1 Al4oM90in i,.. .related to the 430#.000 loan obtai d. .rm you
bY ohi Schaefer I n 106m. iclndinge but'not 1ivited too.' the loan agreement, the terns of PaYment, and a1ll

correspondence.

2. Copies of the front and back of all checks written by you to
Michael Schaefer and to the Friends of Michael Schaefer
Committee in 1986.

Please answer the following questions:

1. What was the date of the $30,000 loan which you made to
Michael Schaefer in 1986?

2. For what purpose were you told the 1986 loan to Michael
Schaefer was being requested?

3. Did you make a contribution to the Friends of Schaefer
Comittee in the amount of $500 in July. 1986? if yes, what
was the date of the contribution?

4. When did you first learn that Michael Schaefer intended to
become, or had become, a candidate for the United States
Senate?

5. Has your $30,000 loan to Michael Shaefer been repaid? If
yes, please state the date(s) of repayment and whether
repayment was made by Michael Schaefer or the Friends of
Committee.
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Reports filed by the Friends of Schaefer Committee (Othe

comitteeO) included information concerning a $30,000 loan

received by the Committee from the candidate, Michael Schaefer,

in July, 1986. This loan to the Committee was apparently made

possible by a loan which the candidate had obtained from an

individual, Mary E. Huerta of Las Vegas, Nevada. The Cmittee

reported the $30,000 loan on a Schedule A as a personal loan from

the candidate.

In response to an RFAI triggered by the Committee's initial

failure to file an accompanying Schedule C, the Committee

submitted the required schedule which stated that the loan "was

from personal funds borrowed on securities owned, borrowed by the

candidate from Mary Huerta . . ." The Schedule C further

indicated that the Huerta loan was a "10% interest demand loan."

A second RFAI was sent to the Committee citing receipt of an

apparently excessive contribution. This was followed by a series

of telephone conversations during which the candidate insisted

that the loan from Ms. Huerta was a secured commercial loan,

similar to ones obtained from her in the past. He also disputed

being designated as an agent of the Committee at the time the

loan was obtained. The latest report filed by the Committee, the



1W4 Oodbet Ouatlerly 110porte did not Include a repayment to
Us. Emertav indeed, a letter from Mr. Schafer dated April 6,

19107, :stated that she was being paid quarterly, rather than semi-

annual, interest on the loan and that she had been paid $750 in

intereet on April 1, 1987. Attachment 1, page 16. No repayment

of principal was mentioned in the letter. The Committee accepted

an additional $500 contribution from Ms. Huerta in July, 1986,

indicating knowledge on her part of Mr. Schaefer's candidacy at

the time of the $30,000 loan, although the exact date of the

transaction between Mr. Schaefer and Ms. Huerta is not known at

this time.

2 U.S.C. S 441a(a) (1) (A) limits to $1,000 the amount which a

person may contribute to a federal candidate and his authorized

political committee with respect to any election. 2 U.S.C.

S 441a(f) prohibits candidates or political committees from

accepting contributions in excess of the limitations. 2 U.S.C.

S 431(8)(A)(i) defines *contribution* as including any

"loan made by any person for the purpose of influencing

any election for Federal office." The only exception to the

inclusion of loans within the definition of contribution involves

loans of money by state or federal banks or by certain savings

and loan institutions. See 2 U.S.C. S 431(8)(B)(vii).

In the present matter it appears that the $30,000 loan made

by the candidate, Michael Schaefer, to his committee in July,

1986, was made with funds borrowed by the candidate from Mary E.

-2-



Muehirtia. Mttolinal infocmation is needed regarding Ns. erta' s
UknovS. rota 8obefer -campaign and her intent to benefit that

campaign at the time of her $30,000 loanj however, the fact that

she made a $500 contribution in July, 19S6, provides a basis for

assuming knowledge on her part of the campaign at the time of the

$30,000 transaction. Given the candidate's status as an agent of

the Committee pursuant to 11 C.F.R. S 101.2 when obtaining loans

in connection with his campaign, the Committee may be deemed to

have received the loan from Ms. Huerta.

There is reason to believe that Mary E. Huerta violated

2 U.S.C. S 441a(a) (1) (A) by making an excessive contribution to

the Friends of Schaefer Committee.
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Michael Schaefer, Treasurer
Friends of Schaefer
8840 Villa LaJolla Drive, #112
Lajolla, CA 92037

RE: MUR 2561

Dear Mr. Schaefer:

on Decmber 8 1987, the Federal Election Commission found
that there is reason to believe the Friends of Schaefer (*the
Coumittee') and you, as treasurer, violated 2 U.S.C. SS 441a(f),
441b, 434(b) (8) and 434(a) (2)(A) (iii), provisions of the Federal
Election Campaign Act of 1971, as amended ('the Act), and
11 C.F.R. S 104.11. The Factual and Legal Analysis, which formed
a beais' fof''tbe Commission's f inding, is attached foriyOur-
information.

Under the Act, you have an opportunity to demonstrate that I
no action should be taken against you and your committee. 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 along with your response to the
enclosed Subpoena to Produce Documents and Order to Answer
Questions. All responses to the subpoena and order must be
submitted within 15 days of your receipt of this subpoena and
order. Statements should be submitted under oath.

You may consult with an attorney and have an attorney assist
you in the preparation of your responses to this subpoena and
order. If you intend to be represented by counsel, please advise
the Commission by completing the enclosed form stating the name,
address and telephone number of such counsel and authorizing such
counsel to receive any notifications or other communications from
the Commission.

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

I FEDERAL ELECTION COMMISSION
WAICTo". D C MW4~

: •. :' ,. i i ' : 4i

Vma~r29v 1987
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It d, exe Interested in pursuing pre'ptobebl* cause
contiat ou should so tequaestk in vlritirsg. ~j C ?.Re

111.18O(d), -1 n receipt of the request, the Ofrce o the
General Counsel will make recoimendations to the COmmiasion
either proposing an agreement in settlement of the matter or
recommnding declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not be
entertained after briefs on probable cause have been sailed to
the respondent.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days

prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

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

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

Sincerely,

Scott E. Thomas
Chairman

Enclosures
Subpeona and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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I.o Michaeol Schaefer Individually and as treasurer
Friends of Schaefer Committee
8640 Villa Laolla Drive, #112
LaJolla, CA 92037

Pursuant to 2 U.S.C. 5 437d(a) (1) and (3), and in furtherance

of its investigation in the above-captioned matter, the Pederal

Election Commission hereby orders you to submit written answers to

the questions attached to this Order and subpoenas you to produce

the documents requested on the attachment to this Order. Legible

copies which, where applicable, show both sides of the documents,

may be-substituted for originals.

Such answers must be submitted under oath and must be forwarded

to the Commission along with the requested documents within IS days

of your receipt of this Subpoena and Order.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand on this ,2Y& day of Z , 1987.

Scott E. Thomas, Chairman
Federal Election Commission

ATTEST:

Marjorie W. Emmons
Secretary to the Commission

Attachments
Questions
Document Requests
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1w p~ot4aavesto theb &wia quietiones

is, When.10 yod .first request that Hary Z. Nuerta make a loan,
t@ y .....$).OW"OO 0 vblb In turn lent to the Friends'of

chf& ~ ttee I Jul 8G.

.... r Wha tatd -purpose did you request the $30,000 loan
fto. mse Huerta?

3. gas the $30,000 loan fras ts. Huerta been repaid? If so,
state the date(s) and amount(s) of repayment.

4. What was the source of the business loan which you used to
make the $750 interest payment to Ms. Huerta on April 1,
1987 on behalf of the-Committee?

5. Identify the individual(s) at Charles Schwab and Company
with whom you dealt in arranging for the loan against your
margin account which you obtained on September 2, 1986.

6. On September 2, 1986, how much of the funds in the margin
Out account which you maintained with Charles Schwab and Company

represented monies which you had deposited therein and how
much represented monies borrowed against stock?

7. When and from whom did the Committee acquire the $671,000
mortgage secured by Los Angeles apartment buildings cited in

to the Committee's repxrts to the Commission.

C"
' If) il'
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pain p~o~ce tfol1'6414 O0ueus
-oae to the *30,000 loan obtainmd by

, Nay -. luerta in 1986, including any
• i ba, aF ent, t rs of payment and all related
cotte ndence betveen the parties.

2. All docwmnts related to the loan used to make a $7S0
interest Payment to Mary a. Iuerta on April 1, 1987,
including any loan agreement, terms of payment and all
related correspondence.

3. All documents related to the $28,000 loan obtained by
Michael Schaefer from Charles Schwab & Co. in 1986,
including any loan agreements, the terms of payment, and all
related correspondence between the parties.

4. Copies of all statements for the margin account held by
Michael Schaefer with Charles Schwab & Co. covering the
period between July 1, 1986 and January 31, 1987.

S. All documents related to the $671,000 mortgage held by the
Comittee on Los Angeles apartment buildings sold to Jay R.
Deficanda for which $6,711 monthly interest payments were
receiving by the Cmmittee during 1986.

6. .,,Copies of checks received by the Committee from Jay R.
De~iranda as payments of interest on mortgage.

.e
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In ~weia thseifterroato to' ald. request for

it' Acd -ts furtnish all: 1ocuments aha Other
v oratou. boiver obtaiod. ildIn heatsay tha t Is in

iiiiiii'4-Vo uow by or otbervoiseL a'Vai'law oyu including
,ltormatLon appearing in your *records.

Each answer i to be given separately and independently, and
unless specifically stated in the particular discovery request,
no answer shall be given solely by reference either to another
answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person capable of
furnishing testimony concerning the response given, denoting
separately those individuals who provided informational,
documentary or other input, and those who assisted in drafting
the interrogatory response.

If you cannot answer the following interrogatories in full
after exercising due diligence to secure the full information to
do so, answer to the extent possible and indicate your inability
to answer the remainder, stating whatever information or
knowledge 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 is
requested by any of the following interrogatories and requests
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

Unless otherwise indicated, the discovery requests shall
refer to the time period from January 1, 1986 to the present.

The following interrogatories and requests for production of
documents are continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.
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~ ~P.@ofthsediW, er eqeto, incl14diT1 the'mrwof, ' wt ~u waw"Hte, o aOre" I.~inea

Oft Oh MIttoe' 'shall mean the FPriends of Schaefer
Omittee.

u .tU shall man tichael Schaefer individually and astreasurer of the Friends of Schaefer Committee.

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

"Document" shall mean the original and all non-identicalcopies, including drafts, of all papers and records of every typein your possession, custody, or control, or known by you to
NO exist. The term document includes, but is not limited to books,

letters, contracts, notes, diaries, log sheets, records ofCV tlephone communications, transcripts, vouchers, accountingC q statements, ledgers, checks, money orders or other commercialpaper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audioand video recordings, drawings, photographs, graphs, charts*O diagram "s lis, computer print-outs, and all other vrittw*e another data compilations from which information can be obtained.

"Identify" with respect to a document shall mean state thenature or type of document (e.g., letter, memorandum), the date,4qr if any, appearing thereon, the date on which the document wasprepared, the title of the document, the general subject matterC of the document, the location of the document, the number of
pages comprising the document.

LIN *Identify* with respect to a person shall mean state thefull name, the most recent business and residence addresses andtelephone numbers, the present occupation or position of suchperson, the nature of the connection or association that personhas to any party in this proceeding. If the person to beidentified is not a natural person, provide the legal and trade
names, the address and telephone number, and the full names ofboth the chief executive officer and the agent designated toreceive service of process for such person.

*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.
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MSPOMDZNT Virlends of Sobeefer Coimlttee 1UR: 2561
Mli aeL Schaefer. an treasurer

A. $30,000 Loan

Reports filed by the Friends of Schaefer Committee ('the

Committee0) vith the Commission included information concerning a

$30,000 loan received by the Committee from the candidate,

Michael Schaefer, in July, 1986. This loan to the Committee was

apparently made possible by a loan which the candidate had
CN4

obtained from an individual, Mary E. fuerta of Las Vegas, Nevada.
4

The Committee reported the $30,000 loan on a Schedule A as a

personal loan from the candidate.

In response to an RFAI triggered by the Committee's initial

failure to file an accompanying Schedule C, the Committee

submitted the required schedule which stated that the loan *was

nrom personal funds borrowed on securities owned, borrowed by the

candidate from Mary Huerta . . .* The Schedule C further

indicated that the Huerta loan was a "10% interest demand loan."

A second RFAI was sent to the Committee citing receipt of an

apparently excessive contribution. This was followed by a series

of telephone conversations during which the candidate insisted

that the loan from Ms. Huerta was a secured commercial loan,

similar to ones obtained from her in the past. He also disputed

being designated as an agent of the Committee at the time the

loan was obtained. The latest report filed by the Committee, the

1986 October Quarterly Report, did not include a repayment to
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45. retau, Indesd, a, letter f rawmMr Schaefeor dated April,

1907, state6-that she was being paid quarterly, rather than semia.

annual, interest on the loan and that she had been paid $750 in

interest on April 1, 1987. No repayment of principal was

mentioned in the letter. The Committee accepted an additional

$500 contribution from Ms. Huerta in July, 1986, indicating

knowledge on her part of Mr. Schaefer's candidacy at the time of

the $30,000 loan, although the exact date of the transaction

between Mr. Schaefer and Ms. Huerta is not known at this time.

2 U.S.C. S 441a(a)(1)(A) limits to $1,000 the amount which a

C14 person may contribute to a federal candidate and his authorized

political committee with respect to any election. 2 U.S.C.

S 441a(f) prohibits candidates or political committees from

accepting contributions in excess of the limitations. 2 U.S.C.

S 431(8)(A)(i) defines *contribution' as including any

C loan . . . made by any person for the purpose of influencing

t) any election for Federal office.' The only exception to the

inclusion of loans within the definition of contribution involves

loans of money by state or federal banks or by certain savings

and loan institutions. See 2 U.S.C. S 431(8)(B)(vii).

In the present matter it appears that the $30,000 loan made

by the candidate, Michael Schaefer, to his committee in July,

1986, was made with funds borrowed by the candidate from Mary E,

Huerta. Additional information is needed regarding Ms. Huerta's

knowledge of a Schaefer campaign and her intent to benefit that
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.. -.atpaLg~a hetie of her $30,000 -oang howeer, the fact that

sh aea 90contribution in July, 1986, provides, a basis for'
ass-ming knowledge on her pact of the campaign at the time of t e

$30,000 transaction. Given the candidate's status as an agent of

the Committee pursuant to 11 C.F.R. 5 101.2 when obtaining loans

in connection with his campaign, the Committee may be deemed to

have received the loan from Ms. Huerta.

There is reason to believe that the Friends of Schaefer

Committee violated 2 U.S.C. S 441a(f) by accepting an excessive

C* contribution from Mary E. Huerta. I

C4 B. Failure to Report Loan in Continuous Fashion

2 U.S.C. S 434(b)(8) requires that a political committee

report the amount and nature of outstanding debts owed by the

committee on each report required to be filed. Pursuant to

11 C.F.R. 5 104.11 debts and obligations are to be continuously

reported until extinguished. The last report filed by the

10 Friends of Schaefer Committee was the 1986 October Quarterly

01 Report which did not include on a Schedule C the $30,000 loan

from Mary E. Huerta here at issue. In response to inquiries from

RAD, Mr. Schaefer on April 23, 1987, stated that he had made no

payments. Therefore, the debt apparently remained as of that

date and reporting continued to be required.

I/ Additional questions arise from Mr. Schaefer's letter of
April 6, 1987, concerning the source of the $750 interest payment
made to Ms. Huerta on April 1. Mr. Schaefer stated that this
interest was paid "from my personal business income, it being a
business loan against bank stock."
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Yh ",rtL* -reason to belive that the t ltnds Of 0haeftter

Caitt. an Michall Schaefer. as treasurer, violated 2 U.S.C.

S 434(b) (8).

C. $28"000 Loan

A loan of $28,000 vas disclosed on the Committee's 1986

October Quarterly Report. This loan was reported as coming from

the candidate, with the accompanying Schedule C showing that the

money used by the candidate had been *borrowed from Charles

Schwab and Co. stockholders account held by Schaefer, a 'margin'

loan secured by various stocks owned, no repayment date to

Schwab, interest: Brokers call rate + .75% (about 7 1/2%)."

In his April 6, 1987 letter, Kr. Schaefer wrote that the

loan in question "was loaned by myself to myself.* He further

stated that "(s)ince the funds were taken from the margin

account, there were substantial sales, year-end, of securities,

and all of the funds owed were paid off, or were reduced by at

least $30,000 (which would cover the $28,000 .... )"

According to information on margin accounts published by the

New York Stock Exchange, such an account is made up of cash or

securities provided by the investor and by credit extended by a

broker. The Federal Reserve Board requires that at least 50% of

the cost of a stock which the investor wishes to purchase through

such an account be supplied by the investor. The firm then



et:endto te for the reander at the goinq rate ef interest.
t ro. er argues in his letter of April 6 that the funds

taken frbm his margin account were his own funds which he had

obtained against stock which he owned. He also states that 'the

stock was sold, the funds paid back the 'advance' and balance of

funds paid to me. =

11 C.F.R. S 110.10(1) and (2) define *personal funds* of the

candidate as any assets which . . . 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."

The definition also includes "dividends and proceeds from the

sale of th e candidate's stoks.' Mr. Schaefer's explanation

leaves unclear whether the funds used to make the $28,000 loan' to

the Committee constituted such "personal funds" at the time of

the loan or whether they had been in fact borrowed from Charles

Schwab and Company with Mr. Schaefer's stock used as security.

2 U.S.C. 5 441b(a) prohibits any corporation from making a

contribution or expenditure in connection with any election to

federal office. 2 U.S.C. 5 441b(b)(2) defines 'contribution or

expenditure' to include many direct or indirect payment,

distribution, loan, advance, deposit or gift of money . . . to

any candidate, campaign committee, or political party or
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66wa~tiu a~nnection with any -election to any [ federalI
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The use Of the terms asecuritya and Ointerest* on the

Oomitt**Is Schedule C would indicate that Mr. Schaefer accepted

a loan from Charles Schwab and Co. for use in his campaign; i.e.

that the funds used, as opposed to the security used to obtain

those funds, were not personal assets at the time he became a

candidate. However, additional information is needed in order to

ascertain such facts as the amount and sources of-monies in

14r. Schaefer's margin account at the time of the loan to his

Committees the relationship between the usual function of a

margin account (to make investments) and Mr. Schaefer's

appaently broader use, whether or-not Charles Schwab and-Company

considered the-$28,000 obtained by Mr. Schaefer to be a loan from

the company, and, if so# the extent of the company's knowledge of

his candidacy at the time of the loan. Again, if Mr. Schaefer

accepted a loan for use in his campaign, the receipt of such a

loan by the candidate would constitute receipt by his committee.

There is reason to believe that the Friends of Schaefer

Committee and Michael Schaefer, as treasurer, violated 2 u.S.C.

5 441b by accepting a loan from Charles Schwab and Co., Inc.

D. Receipt of Interest Payments

In its 1986 Pre-Primary and October Quarterly Reports the

Committee itemized on Schedule A's three payments of $6,711 each

received from Jay R. DeMiranda of Torrance, California. Each of



the rc~iptes is o reotedas being for' monthly interstn a
Sth are included on the reports' detailed tmusry

&Ire inlue

Peli** as "other receipts."s on the 8 eodule A attached to the ,+

October report, the statement is made that "these are monthly

interest payments received by Committee on its $671,100 mortgage

ovned, 120 due 1991, secured by Los Angeles apartment bldqs."

The Pro-Primary Rteport, the Comitteel's first, contained on the

detailed Summary Page the statement "Committee holds $671,142

mortgage (12% interest, due 1991, may be liquidated earlier at

discount)." The October Quarterly Report gave the figure of

0$60,000 approx." for the aggregate year-to-date payments

received from Mr. DeKiranda.

2, U.S.C. + S 431 (8) (A)-(i) also defines "contribution as

including a 'deposit of money or anything of value made by any

person for purposes of influencing any election for Federal j
office.... It has been the position of the Commission that

C,
"business or commercial type ventures of ongoing political

committees are simply another form of fundraising for political

purposes; therefore, the proceeds from such ventures were

considered contributions subject to the Act." Advisory Opinion

1986-14. See also Advisory Opinions 1983-2 and 1979-17. In the

present situation, the Committee apparently received interest

payments totaling approximately $53,2892/ on a commercial

property during the primary campaign in which Michael Schaefer

2/ $60,000 minus $6,711 received on September 26, 1986, and thus

after the primary election



was a " biI Lohe Lr~r Acto in Ny1mn8 4V ing bea

o l og 9.Th'cafzCOSIPAIgh wast not" Ift the

process of terminating at the time these payments wee m 3/eot

There is reason to believe that the Friends of Shaefer

comittee and Michael Schaefer, as treasurer, violated 2 U.8.C

S 441a(f) by accepting excessive contributions from Jay R.

Deniranda.

E. Failure to File Report

2 U.S.C. S 434(a) (2) (A) (iii) requires the authorized

committees of candidates to file, in an election year, a report

covering the quarter ending December 31 no later than January 31

of the tolloing ealendar year. Accordin to the referral frcm

the Reports Analysis Division, the Friends of Schaefer Committee

has never filed a 1986 Year End Report. Therefore. there is

reason to believe that the Friends of Schaefer Committee and

Michael Schaefer, as treasurer, violated 2 U.S.C.

S 434(a) (2) (A) (iii).

3/ As noted in Advisory Opinion 1986-14 the Commission has
recognized two exceptions to the general rule that the sale of
political committee assets results in a contribution by the
purchaser, these being a sale upon termination of operations and
the sale of a mailing list developed as a unique asset of the
Committee for its own use..
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FDERAL BLECION COMMISSION
• WA GMSi , D.C.

RE: Friends of Schaefer Camittee
Michael Schaefer, as treasurer
Factual and Legal Analysis
MR: 2561

I have read and evaluated the above docmnt
consisting of 8 pages.

It contains all kinds of possible and feasele coviolations of federal,, but completely Ignore* cd -o

sense, citizens presuqtion of Innq , and the
real life situation evidenced by the CitbossiOn's --
inforation at hand.

I For a retired nerson nb i ,O4, to
inres an existing $100,000 lean to fl130 000

loan, at market rates of fterp."t, "thus'.-, 4
a uhgreater Iim a(10%) than. she wosU

earn frmt a Certificate of Dpowit tn -66mf6.7%),
is a prudent and reasonable act. s t.s t "t
because the person, the mother of Michel Schfer's
longtime friend and client, di4 omthq a a
'contribution' because she was aware of the camipaign
and had donated $500 to it, is unrealistic.

Presumptions have to yield to realities. If she
wanted to make a loan that need not be paid back,
it would not be a secured obligation. Retired
People everywhere like to make secured loans on
homes, apartments, an sometimes stock collateral,
for returns that are usually 50% areater than any
financial institution would Pay. For every $1.00
loaned, she was holdina $2.00 in marketable securities.

2. The campaiqn terminated September 9, 1986. There
was no fundraising after that date. The $671,100
California mortgage will continue until 1991.
Funds oF the Committee were utilized in a 1987
Los Angeles City Council campaian, and some may
be used in a 1998 County Suoervisor or City Attorney
campaign in San Dieqo, Calif., then again, they may
merely be left to accumulated. They are listed and
treated as Personal canital of Michael Schaefer in
his bankruptcy proceeding, Case No. 87-05174-LMII,
now pendina(since July, 1987) in Southern District of Calif.



** *M b"'14 toe4etMtel k* * 0
t~i~hlfe ilase qurely ot annuial3.... teot

-t ft the fl Eleftion Commission, whn te
-,eieion has ceme and. gone, and theit are
no Ie l Itittctional contacts on the IWrtson,
the* 1 sue of reporting would be with city, county,
and/or state offices. should there arise a local
g o'- e t campaign utilizing such funds. There
in a question whether such funds can be used
for anything without leave of the federal bankruptcy
ourt, or whether they remain subject to actions
by u-secured creditors, of whom more than $2,000,000
exist. These are not issues that the Federal
E0tlons Coaissions is expected to, or is Prepared to,
respond to, except on som make-work mission. Seeing
the qpatity of workload evidenced by periodic mailings
of a FE newletter, ir is clear that ongoing current
federal campaigns provide an abundance of potential
violations and questions needing resolve, and that
subject campaign, which began and ended 2 years ago,
is not part of that. There is no grounds to suggest
a continuing reporting. The matter is closed. Until
and unless Michael Schaefer becomes involved in sce
federal cm paign, and is not inhibited by a federal
court in his pending bankruptcy from utilizing said funds.
If the FEC has jurisdiction to decide that these funds
axe ,n peio mi3 f4 subject to discxrtionary political,

charitable or other use by Michael Schaefer, thus not
reahbe by hi creditors (personal), the FEC is invited
to do go.

3. The $28,000 'loan' by Michael Schaefer to his
campaign, from his brokerage account, is similar to
a loan from a FDIC insured bank, except that it
is of necessity on a secured basis, not to exceed
50% loan-to-market value, and only some securities
qualify for such financing. If there are no
restrictions on what is done with the funds(and
there are none), fact that people use them for
political campaigns as personal capital, or to
finance personal vacations, or Las Vegas gambling,
is a shortcoming that the securities industry ought
address, perhans limiting the use of brokers stock
loans to the purchase of additional securities. But
that is not the present state of the law.

4. Michael Schaefer, dba Frienes of Schaefer, or Friends
of Schaefer, Michael Schaefer, Treasurer, receives and
will continue to receive $6,711 mo. until the note is
paid off on maturity, 1991, or compromised earlier, or
seized by creditors as part of a reorganization of his
personal affairs. There is no obligation to continue
to file Reports; Michael Schaefer did file a report for
the uuarter ending December 31, 19W6, by way of documenting
that the campaign, the raising and disbursement of funds,
was ended, and such was a final and closing report. There
is no culpability on the part of Friends of Schaefer, or
Michael Schaefer.

Respectfully,



* ocinnts relating to $30,000 loan frm Mary uerta.

S Attached is copy of the 1986 note. I had no correspondw

4 with Mrs. uerta. Her son attended high school same time I did,

S different schools, but we were in Kiwanis sponsored Key Club

6 together. r later became Best Man at his wedding, and som 20

7 years later was his divorce attorney. Mrs. Huerta and I have

S known each other as a result of my being her son'.s classmate and

9 attorney and friend. I've met her, but her son handled all her

10 financial dealings, as many sons do for their retired mothers.

11 Huerta held shares in

12 connection with earlier $100,000 loan, was given an additional

13 shares in connection with the $30,000 additional loan. Her

son is identified as "consultant" on the note.

15 2. All documents related to the loan used to make a $750

16 interest payment.
17 There are no documents other than the note referred to

1811
in Request #1, above. The $750 was not 'borrowed' but was

19 'simply paid out as part cf the estimated $30,000 that I receive

2042 and disburee monthly.

21
21!3. All documents related to the $280,000 loan from Charles Schwab &

22-
22 There are no documeits, just a phone call to the broker to

23
11see if there are loanable funds(that the value of the 

securities

2is such that existing loan, if any, is less than 50% of securities

2then-current value). If there are, a check is promptly sent upon

26
i oral request. I can obtain a copy of my monthly brokerage statement

27
1 that would indicate the check being issued to me, if you wish, and

28
iiindicate the date the funds were disbursed to me.

Or I probably can find it from my own record search.
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ith sdmve for period 1 to

5. All doments relating to the $671,006 e3
4 Attached is a copy of the current tM pait to

5 indicate what these look like. The only other d€omts ae

6 the deed of trust & note executed by DeNiranda, and my ass tnonnt
of same to Provident Bank. Those that I have in my file are

attached.
6. Copies of checks received by the Connittee.

10 The only check I have is original check for current payment.
I Mr. De~iranda has his other checks, all cancelled chec, and I

12 refer the Commission to him should these be desired, or that I

13 be asked to obtain them from Mr. DeMiranda. I keep no copies, no

14 check stubs. In fact, until recently, the checks wre sent

15 directly by DeKiranda to Provet Bank and I ha com tt with

16 them, except for a monthly deposit into the Friend lof .S.fer

17 account, statement for same being sent to me. Attaihed is

18 a recent-4batement indicating a $42,242.85 balance as of 11/10/87.

19

20 SPECIAL NOTE

21 I have today searched my 1986 federal tax records and canfind only the followinq brokers account statements for the
22 cited period, 7/1/86 to 1/31/87, and attach same; this ismy specific authorization to Charles Schwab & Co., Inc. to
23 provide to the Federal Elections Commission copies of any and

all 1986 documents relating to my account or
24 any other account in my nue with any office, including theBaltimore, Md. office. 1. Schwab statement, period ending 1/31/87
25 2. Schwab statement, period ending 12/31/86i! 3. Schwab statement, period ending 10/31/8626 4. Schwab statement, period ending 9/30/86

5. Three Jack White & Co. statements
271! for periods in 1986.

28 kExecuted under penalt of perju th day of Jan., 1988,
j'at San Diego, Calif.

MICHAEL SC CEFER
aka JOHN M. SCHAEFER



DEMAND NOTE
(Principal due on demand, te paid pe1odiall)

Septeber 16, 1986 as c

$ 30.00.00 San Diego-, Calif. , August 10 19L...
amount owed city and slate where not* signed cate

ON DEMAND for value received, the undersigned (jointly and severally) promise(s) to
.pay to nun oftpae . atname of payee(s)

1613 Breezewood Dr., Las Vegas, Nevada 89109 thesumof
address of payee

,tv±f Thousand and io/lars ($ 30,000.. with interest from date at the rate of

percent (.J%) per annum. Interest shall be payable mi-annual
commenca ~ M6  for 4 mo. of"Ifl2q 7b1Vi'/1

Scommencing ..... 12/10/86)
an -annual tbinaftar by Jun 30 and Dec. 31.

Shoula suit be c to enforce payment of this note, I promise to pay such
--o additional sum as attorney's fees as the court may adjudge reasonable.

Principal and interest payable in lawful money of the United States of America.

name of payor name of payor

MICHAEL SCHAEFER

723 St. Paul St., Baltimore, Md.21202

8840 Villa La Jolla Dr., #112, La Jolla, Cai. 9u3

3333 W. 2nd St., #55-104. Los Angeles, Cal. 90004

cc: F.A.WALDEN, Consultant

N4~.,4 9 . 7
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~aury 0. 1966

Scott 8, Thawas, Chairman
*?ederal Election Comission
*Washington, D.C. 20463

Re: MUR 2561

Request is made that no certified mailings be
made to ma, simply because r an generally not available
to sign for then and have no secretary, wife or assistant
at the above address. It happens that your Decar 29th
mailing was simply left for e, perhaps because the poe4mn
was negligent, or perhaps because he knows that if a yellow
slip is left, it may be a week or two before r ca -a
got to the central postofftice during business hours to obtain
an itm,

T,4 .Aqkt"V wv." to suport a 'no action"
06.th 006iftt. h itteewod et'u

sit" rpey y a the $", o 3an, 11 would ft OatI
emoUt1 z XoU ly in Chapter XrZ feal a

10 a"r may have to obtain leave of tho boekvupt
j Udo to make an aeoelerated payoff to even a seoueed creditor
(as is Mary Roeoma.

I expect to be in Washington, D.C. the last week in
March, and would be available to appear before the Conission
or confer with staff, should that be feasible. 1Y was in
Washington January 7-8 this past week, am there every 6 to
8 weeks, as I have business interests in Maryland that
require my attention. The above is my home and my office,
and am generally available there if I am not travelling. I
spend 2 days weekly in Los Angeles however.

I do not understand the concepts of pre-probably cause
conciliation, and simply wish to respond to any questions and
will excect that Federal Election Conission staff will exercise
good judgment and common sense in evaluation of same, and
importantly, keep me apprised.

This material was received January 9, 1988 and
is being responded to promptly as is evident.

Please see attached page for my response.

Si e4

MICHAEL SCHAEFE



2 Quention #l. When did you f rst reqoest the loan?

3 It was within 60 days of the loan being mader Ruerta held

4 collateral valued at about $200,000 *n4 the existing loan was

5 $100,000. 1 am used to borrowing 60 to 75% of market value of

6 quality stock. The collateral was stock in a 98 year old San Diego

7 bank with book value of maybe $130 per share and market value $100.

8 Am not sure if it was my request or Ruerta's son inviting me

9 to increase the loan. She desired to get a good 10% return on

10 cash funds, knew the collateral she held was excellent quality;

11 I could always put money to work in my personal securities
12 portfolio, or real estate acquistions(I own, operate, several

13 apartment-hotel properties, in Maryland and California), or simply

14 sy payoff of some 12 or 14% 2nd mortgage with her 10% money. Or

15 loan the funds to myself for any polftkcal campaign I was involved in*

16 Question #2. For what purpose did r request the loan?

17 It was requested without any designation. I don't think

18 1 indicated what I would do with the funds; Huerta was so amply

19 secured that I am sure she did not care. I probably had the

.20 campaign in mind at the time, and it is always a question of

211 whether I (asimply sell some stocks to raise funds, or (b)borrow

22 ';against those same stocks, to raise funds.
23 lQuestion #3 Has the $30,000 from Ms. Herta been repaid?
24 No it has not. I simply pay interest, at $750.00 per

25 'quarter, which is 10% rate, on the sum. I have offered to repay
26an

liit(be oral invitation to her son, she being a retired lady), and
i he has indicated that she enjoyed the retirement income from it.

28It
,;Interest is paid every 3 mo., although I have paid 6 mo. at a time.



9,estion #4. What was the souice of the bus*nes* lan sedW
to fund $750.00 quarterly interest payment?

2
NO specific source. I receive and expend sme $30,000

3
monthly, from rents primarily: and pay mortgages out of that,

4
and $10,000 of that monthly is paid to Remaindermen of two properties

5
that I have a Life Estate in(but collect all of the renta, subject

6
to the $10,000 mo. payment to the Remaindermen). The $750.00

7
came out of my general revenues which consists of maybe 5 in

8
dividends, 20% in interest, the rest being rental revenues, with

9
occasional professional fees. Professional fees about $7000 in 1986.

10
Have not done my income tax accounting yet for 1987.

Question #5. Identify individuals at Charles Schwab dealt with.
12
1No specific persons. I just call and talk to whomever13

Itn answers the phone. If it is a securities transaction, I am turned
14

o isover to a 'trader'. If it is accessing funds from an acaoimt, the15
accounting people who answer the front office phone generally help

1 JThese were Baltimore, Md. staff people as I was living at the

Schaefer Hotel in Baltimore at the time. I could get names of
* 18

19 staff members there but I don't recall who I dealt with; perhaps

C. the check issued woul' designate which staff member prepared it.
20

Question #6. How much of the funds in margin account with Schwab
21 represented deposits, how much represented borrowings.
22 I do not understand the auestion; perhaps because it does

23 not apply to ny situation. I never deposited funds, as excess funds

24 at-interest, as some investors do, who like to keep a "cash position 1.

25 Ii I deposited funds to pay for some securities I purchased. Or to

,,reduce an existing debit balance(margin loan unpaid). If my

27 securities were worth, say, S100,000, I could borrow up to $50,000

28!i (50% margin requirement) for any purpose, Schwab didn't care.



IAnd such loans are the cheapest-mnyaalbe*I h la

2 is $50,000 or more, r would pay 3/4% in excess of brokers 0all raOt

3 which meant that I'd be paying somthing like "prime', or maybe

4 8ig when banks would generally charge 10-11% for loans.

5 Brokers make money available so cheap becuase they want you to

6 buy and sell even more stocks & bonds, which generate mamisions.

7 1 would estimate that 100% of the funds I withdrew would be a

8 loan against personal securities in my stock brokerage account.

9 Question #7. When and from whom did Committee acquire $671,000

10 mortgage?

11 1 personally assigned the Mortgage(or rather Deed of Trust

12 and Note, as is comonly used in Calif.) to Provident Bank of

13 Maryland, Baltimore, Md., for credit to Friends of Schaefer,

14 1 did this 1'd guess in 1985. Could

15 have been 1986. I had obtained the Trust Deed when sold 71 aartent

16 units in Los Angeles in August, 1981(8/1/81) for $1,200,000 vith

17 but $50,000 down payment. The note represented my equity, which

18 then was(after deducting the cash) $580,000. The note was

19 interest-accrual first year, and partial interest 2nd year, so

20 that unpaid interest accrued and increased total balance to $671,000.

21

22

23

24

25

26

27'

28 '



FEDERAL ELECTION COMMISSION
WAVHI.I;NE)% O) +V4t

February 4, 1988

Mr. Michael Schaefer
ZCvilla La JuU.., Drive, 4112

La Jolla, CA 92df7

Dear Mr. Schaefer:

I have received your letter of January 14, 1988, regarding
MUR 2561. Because the Commission's statute and regulations have
strict confidentiality and ex ar counicaton provisions, I

believe that it would be inapproprate for me either to respond
!;cO to your letter or meet with you- pew*smp .....

'0 The Commission has a long-standing policy that all reel"o"-
ents deal with the Commission throu*h the Office of GeneralCounsel. Accordingly 9 tL Gener l

NZI Counsel and circulated a a.. .. Ij........ •
oe-Sloners.

Sincerely,

Scott E. Thomas
L I- A,

Stic5ki I

IfC

~Pp~ 'ThV7 K~
V

2L0, .S P 6?14S.

4~/g 2OF
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U~In12

Anne A. Weissenborn, esq.
Federal Elections Caiwission
Washington, d.C. 20463

RE: MUR 2561

Dear Ms. Weissenborn:

Will not be in Washington, D.C. area until
aid April, perhaps April 14-18, nowl change
occasioned by my G'Town law 25th Reunion weekend
of April 17.

I sent you som materials almnst a month ago, and
would ask you for m written response as to:

1. Adequacy of tha *at!!a*

2. Your opinion as to W payof f of 'th* Eerta
$30,000 loan whtbe I -_ , . -t .*has
run (3/31/38), before I m0a anothe r Intorost
payment (from my personal income)

3. Whether anyone cares, or responded, to my
urging that the 800 number be provided in
all correspondence to persons outside the 202
dialing area whom you invite to telpphone your
of f ice(as you did me, and Xrs. RMerta)

4. As to whether you received any response from
Mrs. Huerta, the retired lady in Nevada who
has made stock loans to me in the past.

If you cannot respond at this time with any
information, it woule be nice to know when you will
reach this point, so I won't have an open and ambiquous
status file. Thank you.

Sincerelv,

*/

I7:



7 A #4as+  j ,n p.c. #93

$~s: tasponse to Supoen' and Request for Information

5 IM R. HUERTA declares under penalty of perjury the CO

6 following to be true of her own knowledge, she being

7 competent to testify thereto if called upon as a witness:

8 1. That the only doctments she has relative to a $30,000

loan made to Michael Schaefer consist of his initial
self-typed note given to me at the time the funds
were invested, August 10, 1986, and his subsequent

10 formal note, which I have kept, copy of which is
11 attached hereto.

2. That I had a previous loan with Schaefer, at a rate
12 of interest better than banks were paying on my

savngs, and have always held stock in San Diego
13 Financial Corp., a San Diego bank holding company,

that is worth twice the meunt of any loan.
14 The $30,000 was ei specifically by 500 shas

of stock in the Bank, which has a current market
15 value of about $60,000.

3. That my son has known Michael Schaefer since they

17 were high school students at the sm time, and
he has arranged to make secured loans with my savings.

18 4. I knew that Michael Schaefer was a candidate for

19 federal office, from my son mentioning it, and fro
newsclippings he may have provided for my son's

20 information. When I made the contribution of $500
to his campaign, I did not know that money he was

21 borrowing was going to be used for a campaign, 
or

for real estate investment, I do know that Schaefer

22 is investing in real estate from time to time. 
I

was merely seeking a fair return on my savings funds.

5. The loan is a demand loan, payments of interest have

24 been made satisfactorily by Schaefer, I have not
asked for repayment of my principal. I can anytime.

25 Executed at Las Vegas, Nevada thisb Z day of January, 1988.

26 .R\AOTARY PUBLIC

28 71tarJE Of <-VADA

28 ibed and orn to before me this / C4-unt. of Cilark cp . ,//O' , ',-

3Yblic :bhc ¢ (6 -/ o2.. 1"

, I s ad fo r th e C 2. 2 

0. 0 
, ft P v a d .
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Mr*. Scott 3. Thaas. Chairman Le
Nsrl lectAio Com ission

f hintgton, D.C. 20463
"o

e: ReqWst for Office Appointment
Last week of March, 1988

Dear Mr.* Thinms:. ,R7

ould you please have your office make me an C,
S U- -~-~~iU~nIt for 5 minutes to meet with you when I Ni.7

visit Washington the last week of March? -.

x do not and will not discuss my case with
you, #MUR 2561, becae that is in the hands of

M staff and wilt in due, time be considgd.

Kdoj wishP to protest theoatc sdb t
> inveettyat ot in teatiqng my case as a criminal fmtter

waxaatg tsaftttleds mposition of 'layu who hae no
V ida wvhat is going on.

NT I spent 1/4 of an f on longdistance phone last

C1 night trying to pacify a distraut retired lady and her
son over a subpoena served on her which she thought demanded

t she travel fr the State of Nevada to qashington, D.C. to
be questioned. It didn't, but she is not accustomed to

c, subpoenas.

It was identical to one received by me earlier this
week, and which I responded to within 48 hours, sending
loot of the material requested that was in my possession.

I would think that unless there is some national
urgency with my case, that common sense, and oroper
government posture, would be to first evaluate the materials
provided by me, discuss the matter further with me, and
then and only then if there is something desired that is
not forthcoming, or if m y response was not timely or proper,
then seek information by subpoena or otherwise from custodians
of records, etc. But when you are dealing with laymen,
especially retired people who do nothing but invest their
savings in banks and stock/real estate loans, you are
really unnecessarily agitating innocent citizens. And
I expeCt you, as Chairman, to have staff use a bit more
discretion in seeking responses. I don't mind any
r sts, formal or otherwise, to me, but it is not
necessary to go after laymen involved until my

response is received and evaluated.



OMFERAL ELECTION COMMISSION
A 4~*IN. T )t' (1 ituy26, 1966

Micabel Schaefer
W840 Villa La Jolla Drive, #112
La Jolla, California 92033

RE: MUR 2S61
Friends of Michael Schaefer

Dear Mr. Schaefer:

This letter is in response to your letter of February 6,

1988, addressed to Anne A. Weissenborn of this Office in which

you posed several questions concerning the above-cited matter.

This Office is in the process of reviewing the information
and materials which you have provided in response to the
Cimission's finding of reason to believe Nd pursuant to the
Cmission's subpoena and order. You will be notified about the
next step in the enforcemnt process as soon as possible.

We have receied a r6sma from Ifts. lar a. Uuerta.

In comunicatin with tbis Office p my use either the
toll-free number (S00) 424-9530 or (202) 37-5690.
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II Ihe W tter of

60i Ind of bew it e

)
)
) MUR lst

On Oecember 6, 19070 the Comision found reason to b.I+.tt

that the Friends of Schaefer Committee (Othe Committee') and

Michael Scbaefer, as treasurer, bad violated 2 U..C. I 44la(f)

by accepting excessive contributions, 2 U.S.C. SS 434(b), s6 ad

434(a) (2)(A)(iii) by failing to report debts owed by the

comittee continuously until extinguished and by failiu9 W file

a 1966 Year-Rnd Report, and 2 U.S.C. S 441b by accepting a Ioan

from a corporation.

!be bees oz~ thq ete p~04 that,2U$.S 4a ~

-been violat*4 Vwrethe it.sawtaeo 3

f0r4c iy . uerta through Michael Schaefer and the a 40og6'

of Monthly payments of- $6,711 from Jay R. Deiranda which

represent payments on a note secured by a mortgage on one or ore

apartment buildings in Los Angeles which Michael Schaefer has

stated he assigned to the Comittee in 1985 or 1986. In his

response to the Commission's finding of reason to believe,

Mr. Schaefer has said that funds from the mortgage "are listed as

personal capital of Michael Schaefer in his bankruptcy . .. now

pending in [the] Southern District of California. Later in the

same response, Mr. Schaefer states, "Michael Schaefer, dba Friends

of Schaefer, or Friends of Schaefer, Michael Schaefer, Treasurer,

receives and continues to receive $6,711 mo. until the



Va Hot I wuu wA m* 4f ft~ for'

.ZInormation, Mr. Schaefer reotdthat mothly I Qterws&

of '$750 to Mary 3. tuerta come fram his prwoonAl bustu~ 1

Aacording to Vro *schaefer "0O29oi09 roeipit Of $6,1. *1.,

Sp*]eat of $750 quarterly, are-not trmmeoioms Of 16wl

4det1 they are prIwate.8
:g

? hes. stataents clearly indicate that Michael -d e .t

cosiders the rionds of a c mittea en itet of I** 'Of

&Wsf N ts funds biran rtsae ftse ote,

with, ted thsoal fheundsiony indivieaon to blivght the

Friends of Michael Schaefer and Michael Schaefer, as treasurer,

have violated 2 U.S.C. 432(b) (3).

The Commission's determination that the Committee violated

2 u.S. C. S 434(a)(2)u()s(iti) involved its failure to file the

1986 Year-End Report. The Committee also filed no reports

covering 1987 activities. 2 U.S.C. s 434(a)(2)(B)(i) and (ii)



Oat tmv t*rt"w

to believe that tb* Osmtt" e* ha io2otd 2 wt.s.lco

5434 (a) (2'5) (), &At (ii)

2 U.S9.C it2((3 and vie 214a )&t*&a i)

2. Send the at.,hdltradlgl n ~t4a$fs

Attachaents
Msponse f rce Camstat
Letter and T~gal and IFactual Analysis

Staff Person: Anne Weissenborn



FED!RAL ELECTION COMMISSION

4EMORANDUM TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EPONs/JOSHUA MCFADDEIm(

MARCH 10, 1988

OBJECTIONS TO MUR 2561 - General Counsel's Repor
Signed March 7, 1988

The above-captioned document was circulated to the

Commission on Tuesday, March 8, 1988 at 11:00 A.M.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner 9lliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas

x
X

X

This matter wA1. be placed on t"e Executive Session

agenda for March 15, 1988.

Please notify us who will represent your Division

before the Commission on this matter.



, • '. ,, ...A. .,ff

In the Matter of ))
Friends of Schaefer Comittee ) MUR 2561
Michael Schaefer, as treasurer )

CERT IFICATION

I, Marjorie W. Emmons, recording secretary for the Federal

Election Coimission executive session of March 15, 1988, do

hereby certify that the Couuission decided by a vote of 6-0 to

take the following actions in MUR 2561:

1. Find reason to believe *Lhat the Friends of
Schaefer Conmit tee and Michael Schaefer, as
treasurer, violated 2 U.S.C. 55 434(a)(2)(3)
(i) and (ii).

2. Take no actio dwith rtespect to the Genral
Counsel's rec--indation to find reason to
believe that the Friends of Schaefer Cimttee
and Michael Schaefer, as treasurer, violated
2 U.S.C. I 432(b)(3).

3. Direct the Office of the General Counsel to send
an appropriate letter, legal and factual analysis,
and questions pursuant to the above-noted actions.

Coumissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date Marjorie W. Emmone
Secretary of the Commission
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FIEDERAL ELECTION'tC'OMMISSION

Michael Schaefer, Treasurer
Friends of Schaefer Committee
6840 La Jolla Drive, *#112
La Jolla, California 92037

Be: HUR 2561

Dear Mr. Schaefer:

On the basis of information contained in your response to
the Commission's earlier findings of reason to believe that the
Friends of Schaefer Committee and you, as treaSurer, violated
provisions of the Ferieal glection Campaign ACL, and on the basis
of other inforntion ascrtaiv"d durL th$We normalC8urse of Its
adinistrative respon iliti~es~,~t1ehe lderal 3leotion C0fistion
on March 15, 1988, determLxed that Your 0omittee and yu, as
treasurer, violOted 2 U.S.C. S 434(a)(2)(B)(i) and (ii). a

'too be as 4'tnit to deomtrate that no,
be ta"*es sgl nint- tbe i6ntt • an& you, as8 trtse wth rt d
to tbesenow dtemitnahloum. Please subait any -foama2 anleIl
matetials within 15 days of your receipt of this letter.

You are also asked to respond to the enclosed questions and
requests for documents which have become necessary as a result of
your responses to the Commission's earlier determinations in this
matter.

As was stated in the letter and accompanying information
notifying you of the Commission's earlier determinations, the
steps following Commission determinations of reason to believe
include an investigation and Commission consideration of whether
or not there is probable cause to believe that violations have
occurred. This consideration is preceded by a briefing process.
If the Commission determines that there is probable cause to
believe violations have occurred, a proposed conciliation
agreement will be sent to you and the Committee.

It is, however, possible to shorten this process by means of
conciliation prior to a finding of probable cause. A written
request on behalf of the committee to begin such conciliation
would be needed. See 11 C.F.R. S 111.18(d).



.~j:

hwe, ay fairtbt q1uetions, please oon0tac Anu
sen" T k, the ett OtMy assigned to this mtter, at (202)' 7S7-
Or (800) 424-9530.

Attchment
Factual and Legal Analysis

A .L,



U3SPOUDIWI: 1Priemda of Schaefer Committee KUR 2561

michael Sebaefer. as treasurer

On December 8, 1907, the Commission found reason to believe

that the Priends of Schaefer Committee ('the Coimittee') and

Michael Schaefer, as treasurer, had violated 2 U.S.C. S 441a(f)

by accepting excessive contributions, 2 U.S.C. SS 434(b)(8) and

434(a) (2)(A) (iii) by failing to report debts owed by the

comittee continuously until extinguished and by failing to file

a 1986 Year-Rnd Report, and 2 U.S.C. S 441b by accepting a loan

from a corporation.

Whe C ittee also filed no reports covering 1987

activities. 2 U.S.C. S 434(a)(2)(8)(i) and (ii) require tbo

principal campaign committees of candidates to file, in now-

election years, a Mid-Year Report due on July 31 and a Year 3nd

Report due on Janaury 31 of the following year. Therefore, there

is reason to believe that the Committee has violated 2 U.S.C.

S 434(a) (2) (B) (i) and (ii).



Questions and Requests for Documents

1. Please clarify what is meant by =Michael Schaefer 'dba'
Friends of Schaefer or Friends of Schaefer# Michael Schaefer*treasurer .

2. For what purposes has the Comittee's account No.
vith Provident Bank of Maryland been used besides those related
to the campaign of Michael Schaefer for the U.S. Senate in 1986?
Please furnish copies of all bank records related to this account
dated between April 1, 1986 and the present, including bank
statements and cancelled checks.

3. Please furnish the deed of trust and note executed by Jay
R. Deiiranda and your assignment of that deed and note to the
Provident Bank of Maryland. These documents were not attached to
the earlier response dated January 9, 1988.

4. Please explain how the $671,000 mortgage came to be treated
as the personal capital of Michael Schaefer in the bankruptcy
proceeding. Was this by action of the court? If yes, on what
basis did the court include this asset? Please furnish any
vritten court decisions on this issue.

4. Out of what account does Michael Schaefer make monthly
interest payments of $750 to Mary E. Ruerta?
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April 1. 198

Lawrence N.* Noble, General Counsel
Federal Election Cmission
Washington, D.C. 20461

Re: MJR 2561

Dear Mr. Noble:

r hm your March 28th lettar, r assw that ,
you are not making ~emnaia for f~ml action
against Nary uewrta, the retired lady who lends m
money on $220,000 worth of bankatok I own and she holds, cM

r am and haw been in (C.apter Xr federal bankruptcy
proceedings, see atitLhed SMYr I do not know If this affects
your ability to hem&d m§

r will be in ibtsC bin fr h
25th Re mion of or weorget.mmn ?.av *Usof 1963# and can
met with anone b rIy If ym*U a tfio eq
therefore. OteeLse r cm do business by mi.

Both loans have been paid off, and r a filing a
closing report this caming week. t an busy with briefs due
in Los Angeles, and in Annapolis, Nd,, in a few days, so
cannot file the closing report until after that.

Your suggested violation of 2 USC 441b, accepting
a loan from a corporation, is hogwashy your Cctss ion
sanctions loans from banks when in ordinary course and
properly secured, and that's all my loan from Charles Schwab
& Co. stockbrokers was, in ordinary course, margin account,
50% of value of securities held by lender. The Huerta loan
was the same.. If I am in error as to lawfulness of borrowing
$10,000 or any amount, secured, from a bank, to use as a personal
contribution to the campaign, then I stand corrected. The bank
and the broker could care less what I do with the money; they hope
I'd reinvest it with them. I reinvested it in my personal campaign.

I filed no further reports because the entire campaign
came to an end 9/9/86, I returned to California, all bills were
paid, and I so advised the Commission by letter. I am sorry
that a formal Report on your form was not made. It will be
filed within 10 days. Please advise what you want further
from me.



z 6m't kn what youa lQIlng' for to
6 rAL that no cti WMo hud be taken, other than

a ~ ssse rason.Which would be that, you se a a
ba [ aln brkers and private s ed lenders from having

aawithis to ft with a candidate, and that is certainly not
in the public interest.

You send me Questions and Requests for Documents:

1. I don't know what is meant by the quoted words,
other than r called my U.S. Senate Committee
' friends of Schaeferl, and since it was 100% funds
donated by me, I felt that I was doing-business as
'Friends of Schaefer*. That is probably an .iproper

use of words, for which I apologize.

2, The Provident sank account has been used to receive
the $6,711 per month paid on the $671,100 nortgage
assigned to it for collection, r will have to supply
the docinats by supplemental filing within 30 days,
as r am up to my ears in paperwork now with ' nont
deadlines. Stce the Comittee ended as of 1986,
I then, utlized fmds arnsing in 1987 for a mnicipal

*n 47, "aid 1953for a local gov ent caigz foe).s8
sine me ontihUes to payout $6711 no. but it lw's
loger part of a federal entity,

3, Will supply the Miranda deed of trust and assiglment
within 30 days.

4. The $671,100 note became treated as personal capital
upon advise of bankruptcy counsel, Jack P. Fittmaurice, Esq.
of Fitmaurtce & Buchbinder; you are welcome to contact
him at (619) 233-6993. 1 would prefer that it not be
part of my personal estate, but it was his opinion that

for me to so treat it would be indefensible. No court

action. i'd hope that Fitzmaurice is in error, but a

$2,000,000 creditor of mine, personal injury judgment,

will do whatever can be done to recover it for the estate

at possible great expense to the estate to challenge.

4.(sic). You mean 5. Quarterly, not monthly, payments

of $750($3000 annual on $30,000, at 10%), are made out

of John Michael Schaefer debtor in possession account,

as it was and is a personal loan; the Friends of Schaefer

account has repaid me $30,000 and I have directed the

funds to Mary Huerta, and sent her $750.00 covering
interest for the last 3 mo. She wants to lend-back the

money to me(she thinks 10% is a good retirement fund income)

but I am not interested in borrowing funds until my

personal bankruptcy is resolved(and I don't know that I

have any right to personally borrow).

Sincerely,
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Att s tar wto TaTs B _ R___

In re:

JOHN NIOIAEL $C

Debtor-

DISTRICT OF CALIFORNIA

) CASE NO. 87-05174-UMll
)

kER, ) NOTICE OF AUTOMATIC STAY)
)

-In-Possess ion. )
)

TO: ALL CRBDIOS, IPWOERS, AlY PARTY IN INTEREST

TO im ___M MAalA MOSA IMI 1HERF -OR OR IZVUnG OFICR

PLUE TAM KE OTCE tat on July 17 , 1967, ,the, ahbavenam

Debtor filed a poceeding under Chapter 11 of Title 11, United

States Code.

Pursuant to Title 11, United States Code, Section

362(a), all entities are barred from commencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the commencment of the above-referenced case unles the creditor

or other party in interest complies with the provisions of Title

11, Section 362, United States Code.

Dated: -- 3 I I q "
bRIAN D. BEAtDOIN, ESQ.

1858-1 004361y Page 1
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April 27, 1988

Lawrence M. Noble, General Counsel
Federal Elections Commission
Washington, D.C. 20463

Re: MUR 2561

Dear Mr. Noble:

You asked for certain information March 28, 1988,
by letter, and I provided some of it.

Here are some additional items:

1. Copy of the Deed of Trust from Jay R. deMiranda
to myself, dated August 26, 1981, as recorded
on the records of the County of Los Angeles

2. Copy of assignent of this Deed of Trust by
yself to ? ret aank of''aryland for cedit

to Friends of Schaefer.

3. The Bank Statements received on this account- for
the months ending January 10, 1988, March 10, 1988
and April 10, 1988.

3

S

I believe that my 1987 and 1986 tax records will
contain the statements for those years, if you requig
those also, please call me at above number; I have not
yet been able to do my 1987 federal inco tax thus
have not accessed these documents, but will specially
if you require same.

C..<

-o

There are no checks written on this account, there
are only withdrawals made. You can see from the statements
cited above, withdrawals of $17,246.25(for purchase of
or maybe it was a larger number of shares, in Provident Bank t'q
of Md., in their public offering, stock held in name of 1
Friends of Schaefer; shares was ordered but the price ji0
was adjusted after the market collapse and a larger number
of shares issued for the same price), withdrawal of $1,844.09
(to pay priminary costs of a Friends of Schaefer campaign for
Municipal Court in San Diego, Calif.) and withdrawal of $25,000
on 2/29/88(to fund the same Friends of Schaefer San Diego
account for use in Municipal Court campaign, and to return
$30,000 total to Michael Schaefer for his payoff of the
Mary Huerta loan). The San Diego Friends of Schaefer account
has been augmented by the $6,711.42 monthly remittance from
Jay R. DeMiranda for months subsequent to January, 1988.
Such as February, March, April.

4 %E S V RF
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UNIEM STATES BANNKRUPTCY COURT

DISTRICT OF CALIFORNIA

In re: ) CASIE NO. 87-05174-U1)
joHN MICHAEL SCHAEFER, ) NOTICE OF AUTOMATIC STAY

)

Debtor-In-PosSeSsion. )

TO: ALL CREMMOBS, IPWYERS, ANY PARTY IN TEREST AND

TO ANY NKl3SIIL, .COSISM," F OR OTHER LEVYING OFFrICER:

PLEAS"~A WoftC2 that oni July 17, 3987, the sbove-naukd

Debtor filed a po i ner Chapter 11 of Title 31, Un±1L

States Code.

Pursuant to Title 11, United States Code, Section

362(a), -all entities are barred from commencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the -commencment of the above-referenced case unles the creditor

or other party in interest complies with the provisions of Title

11, Section 362, United States Code.

Dated: 21. 1 1<Si

1858-1 004361y

bZAN D. BEAUDOINI-'-ES '.

FEB 10 1988
Page 1 " I ; ' -" " R '

4(rO ..



may 18, 1988

Anne A. Weissenborn, Esq.
Federal Election Commission
Washington, D.C. 20463

Re: MUR 2561

Dear Ms. Weissenborn: =r
.,

Contrary to my expectations, I was able to Am
conveniently access the bank statements on the aFriends of Schaefer account for 1986 and 1987, as
they had been segregated out and stapled together,
and were on top of the stack of paperwork for the .year, * "

Sincerely,

MICHAEL SCHAEFER
Treasurer
Friends of Schaefer

P.S. I don't really know the legal status of the
Committee. I have considered it part of my personal
estate in connectitn with my current bankruptcy
proceedings, on advice of my counsel in that matter,
and paid taxes on the income generated, some $6,710 mo.
However, I'd just as soon see it at separate. I don't
use it for any personal outlays, but consider it to
be a floating fund that can be accessed for political
or charitable causes, as I have done in 1986(U.S.Senate),
1987(City Council), 1988(Municipal Judge). I have been
involved in perhaps 15 candidacies since graduation,
and generally contribute $1000 to my several colleges
and other charities. Be assured of my diligent response
to your future inquiries, and I am sorry for the delay
in responding.
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August 23, 1988

John D. Gibson, Assistant Staff Director
Reports Analysis Division, Federal Elections Counission
WASHINGTON, D.C. 20461

Re: C00209213

Dear Mr. Gibson:

I did not appreciate your August 19th letter
referencing Mid Year REport 1918, in the above
matter, threatening me with an audit or legal enforcement
auction.

There has been no activity with reference to
the Committee's federal campaign since. some
two years ago, other than complete payoff f a
personal $30,000 loan from .Hary Huerta who holds

shares of
stock having a quoted market value of about
$300,000. She tontinus to hold"the stock
because of a $100,000 outstandingloan made
in 1984 or 1.985 that remains as a source of
interest-income to her.

A termination report, final report, etc.,
has some time ago been filed with the
Commission, as requested by the Commission's
staff.

I am advised by Pat Sheppard that the
matter is "in litigation", which is a very
poor choice of words if in fact I have not
been charged with any civil or criminal
misconduct. ..JR matters should never MUM
be referred to as "in litigation". But
then again, you may have commenced judicial
or administrative litigation with me that
I am not aware of, so this comnent may
be :renature and/or inaccurate.

I do not intend to file a Mid-Year Report,
unless you again request same and provide me
with an appropriate form. All activity from
start-to-end has been previously reported.

Thank you for your courtesy a atni.
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***"ael Sch"fer, Yreasurerftieub of Schaefer
23 St Paul Street

8040 Villa La Jolla Drive, #112
La Jolla, CA 92037

Identification Number:

.teference:

C00209213

Mid-Year Report (l/l/88-6/30/88)

Dear Mr. Schaefer:

It has come to the attention of the Federal U tIa
Coission that you may have failed to file ths ab owa
Rtpoct of Receipt. and Disbuarsmto as'. .'
"l"tion capaign aAct., YOU vete Ptevio03.. lift~ Allt
At* for this report.

th C~ck f hefwon Off Ica ofUoe
eotary of the esmate, 232 r

Wasington, DC 20510, as appropriate. " kip
should also be filed with the Secretary of SAft 0'
state officer of your state.

The failure to file this report may result in an audit or
legal enforcement action.

If you have any questions regarding this matter, please
contact P t Sheppard on our toll-free number (800) 424-9530. Our
local nuiber is (202) 376-2480.

Sincerely,

John D. Gibson
Assistant Staff Director
Reports Analysis Division
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September 12, 1988 eft Va

Anne A. Weissenborn, Esq.
Federal Elections Commission
Washington, D.C. 20461

Re: MUR 2561

Re: Attached letter of August 23,1988 to John D. Gibson
and attached August 19th letter to me from John D. Gibson

Dear Ms. Weissenborn:

I an so very busy with a number of civil cases for
my account and for clients, and with weekly motions
in my personal Chapter XI bankruptcy proceeding
with a Trustee who seeks to undertake all kinds
of costly travel, etc. related to my investments
and demands a $6,000 mo.fee from the court to
do what I used to do in an'-hour here and there,
that I do not like having an Open File with your -

office from a campaign of more than 2 years ago.

Would you please get me some kind of response -

from the HUR and from the demands for a mid-year *
report.

I no longer have legal control over any of my
funds or reports, with a Trustee having taken
charge last April.

And I want very very much to either close the
FEC file, know that I have nothing pending, and
discard its contents--or if you have some specific
demand, or cause to indict me, at least I could
then ask the bankruptcy court for funds to retain
an attorney to handle the matter so that I would
not have my continuing concern as to what you
are doing with HUR and what demands for reports
will arrive in my next mail with threat of legal
action.

I am not critical of your office, just expect some
response within 10 days, when I respond the very
next day. I know you are busier than I am, but
you have modern equipment, computers, and lots
of staff, and here it is just me and my typewriter.

MICHAEL SCHAEFE[ PLEASE NOTE NEW OFFICE ADDRESS FOR &Lm.er



Attorney Win~e '

Federal Election Caminsion t
Washington, D.C. 20461

Re- -UR 2561

Dear Sir:
We talked on Octber 13th, and you assured me
that ther would be a prot resolution of

the above Matter, so that I could discard my
files which impose upon my cluttered desk &
small offioe, or I could bring the matter into
U.S. District Court or retain defense in your
Comission "if there vere .nome problem needing
further action.

federal uase no. 87-
05174-IMIl, Bo 'tb-zL.fst. of Calf.,
the past 1 1/2 years, and need to clear with
the Court any involving of myself in expentures
of any nature.

I do, as a matter of principle, feel that it is
inappropriate to bar loans from nonbanks to
candidates, so long as they are properly secured,
and it is an existing creditor-debtor relationship
(such as Mrs. Huerta having loaned me $100,000
in 1984 or thereabouts, against $300,000 worth of

stock, and having increased ot to $130,000 at
time I was a federal candidate, since paid back

down to the original $100,000). (The stock was

worth only $200,000 at time of loan, today is $300,000).

(But today I have a $2,000,000 personal injury judgment

creditor, that's why the Chapter XI bankruptcy).

Please know that the above is my current address

for all purposes. I prefer noncertified mail,

but now there is a receptionist in my executive suite

arrangements who can sign for your certifieds, if any.

Thank you for your attention to this; hopefully we

can do something with this case before year-end.

The matter of it being unresolved, and intimidating,

of course upsets me. Regardless of what is done with

my case I think the loan v. contribution law ought be

modifieA, if it can be done wit"uMt "nviting ubstantial abuse.

MICHAEL S R r



Anne A. Wisenborn s
FEC JX( 2
WAshntn DC.20

MUR 2563.

Dear Ms. Weissenbrn:

Mr. Vise of your staff has talked with m, Oct. 13th, and
I have written him, Nov. 5th, seeking to resolve the above
matter. Me indicated you all wve busy, but would get to £. fe

was very heapiul.
Please don't let this carryovor until 1989 without
either closing it, or referrimg it to the Dept. of
Justice.

I am in hpa X1 Vik~t~ whieh is s o to
givo mew a Peac. of mi4nd,': In bme 41WFX bApnT

imcrtintles as to the. Above 'atter whtc haSj been
sitting on my desk-as an open case for over 2 years now'4

I do want to have the federal court evaluate whether
it is consitutional for the FWC to require that
candidates are capable of borrowing only from ..
banks, and not frm private parties---even on a "
totally secured basis, consistent with terms that
any commercial bank might make available, and C=
where it is a pre-existing creditor-debtor
situation, as in my case where $100,000 was
borrowed years before the campaign, probably
in 1984, and then increased to $130,000 by
$30,000 more loan(collateral is worth $300,000
today, was always worth $200,000, and the $100,000
balance is stilled owed to Mrs. Huerta). (As you know, the $30,000 is

no longer outstanding).
I am tired of writing about it, It is time for
the FEC to get the case out of its files, by
closing it or referring it to litigation. I have
no funds now to retain counsel but will, most
assuredly, do a yoeman's job in defending the
case if it is brought.

My bankruptcy case is 87-05174-LMll, pending in
the U.S.B.C., So. Dist. of Calif.

Please have someone write or call before year-end.
I prefer noncertified mail. Thank you.
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Ann Weissenborne Esq.
Federal Elections Commission
WASHINGTON, D.C. 20461

Re: UR 2561

Re: ID No. C00209213

Dear Ms. eissenborn:

It distresses me to receive periodically the -

attached letters from labin Xelly in the name of John (X

Gibson. In the past I have sent back a letter

indicating that I had filed, a 010sing'abd final

and terminal Report on the Cimittee, yet I still

get all these letters, maybe it is only every 6 no.,

but Robin has written me thusly, at least once, since

a final report was filed.

As you know, the Friends of Schaefer Committee was

active only in connection with the September, 1986 primary

U.S. Senate election in Maryland(and also funded a municipal

campaign in Los Angeles in 1987). It's assets have been

converted to cash and the cash has been claimed by my

Chapter 11 Trustee, for benefit of creditors. But what

is important, is that a final report was filed, and if you

don't have it, or want another one, please have one sent to me.

But please let's get Robin Kelly on my back, it is not fair to

her, or fair to me, to have this periodic mailing. Thank you.

Sincerely,

gER
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failing to file a 1967 Rid-Year and a 1987 Year Bad.

Numerous documents have been requested of the Comitt0ee 006e

have nov been supplied.

On May 24, 1968, this Office received a request from the

treasurer/candidate for conciliation prior to a finding of

probable cause. This Office is now prepared to recommend such

pre-probable cause conciliation vith the Committee.

, *41



T77..7..N.r7771 .77
, b eI

+e at • . 1IRS n iqe y ib

ICA" ""Olt, tototIke 
-at-a 1s;ates

... I bad-a previous loan with Scha.fer. at a
raft Of itureOst better than banks wete
-OW10g on-my anitngs, and have, always beld
stOck in san igo ?inaticial Corp., a San
Dieigo bank holding, Ompany, that is worth
twice the amount of any loan. The $300000
vas secured specifically by 500 shares of
stock in the Sankt vhich has a current market
value of about $60,000.

Mrs. Huerta further states that her son has known Michael

Schaefer since high school, and 'he has arranged to make secured

loans vith my savings.' According to Mrs. Huerta, 'payments of

interest have been made satisfactorily by Schaefer.'



siil 66 vtook to raie, f nds, or
bOrt00W aluat thosem stOa. to i

li. Schaefer stated that he has made the interest 61 o -Out of

a personal account. Later he reported that the loan was reiid in

early 1988.

In his most recent letter to this Office, Mr. Schaefer states

that he feels as a matter of principle "it is inappropriate to bar

loans from nonbanks to candidates, so long as they are properly

secured, and it is an existing creditor-debtor relationship (such

as Mrs. Huerta having loaned me $100,000 in 1984 or thereabouts,
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as witness his provision of $300,000 in collateral against which

he had already borrowed $100,000 at the time of the $30,000 loan.
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opinion of this Office that' Mrs. R46rta's role- ontb~

was a largely uninformed one. Wbr. fore, 'it Is ek -t

the Commission take no further action vith rgard to her ing of

an apparent excessive contribution and close the file as to her

involvement in this matter. The attached proposed letter to be

sent to Mrs. Huerta contains an admonition against making such an

excessive loan to a federal candidate in the future.
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Chapter~~~~ 1 Til 1 nte ttsC. Prun to dieo

counsel, Kr. Schaefer has treated the $671,142 note as personal

capital in tbe bankruptcy proceeding. He states that he has paid

tax on the income generated, i.e., on the $6,711 monthly payments

received.

In a letter received by this Office on April 14, 1988,

Mr. Schaefer stated with regard to the mortgage payments, *Since

the Committee ended as of 1986, I then utilized funds arising in
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candidate to designate, in writing, a political comittee to serve

as his or her principal campaign committee within 15 days of

becoming a candidate. The candidate must designate his or her



h1tb the tisilon. :M. Schaefer did not file a 8tatmemt of

jo"id ec antil ly 17, 19"a. *trfe,: this Office re

atht the Conisesion find reason to believe that Michael Schaefer

violated 2 U.S.C. S 432(e)(1) by not filing a Statement of

Candidacy vhen he exceeded the $5,000 contribution threshold.

Pursuant to 2 U.S.C. S 433(a) each authorized campaign

committee must file a Statement of Organization no later than

10 days after designation pursuant to section 432(e)(l). In the

present matter the Committee filed its Statement of Organisation in

July, 1966. Because the candidate did not timely file a Statimnt

of .Candidacy, it-folimel thati the Comittee did4 not timely *

Statement of Organisation. Therefoce, this Office reoa i*,t

the Commission find reason to believe that the Committee violated

2 U.S.C. S 433(a).

c. Failure to Report Debt Continuously

2 U.S.C. S 434(b)(8) requires that a political committee

include the amount and nature of outstanding debts owed by the

committee in each required report. 11 C.F.R. S 104.11 requires

that debts and obligations be reported continuously until

extinguished.

The Committee's 1986 October Quarterly Report did not include

on Schedule C the $30,000 loan from Mary E. Huerta discussed
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It is the understanding of this Office that, provided there are

securities of sufficient value or other funds in a margin

account, a brokerage firm will make loans virtually upon deand
to the holder of the account for other than the purchase of
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institution the deposits or accounts of which are insuredby the

Federal Dep osit insurance Corporation, Federal Saving and Loan

insurance Corporation, or the oational Credit Union

Adinistration . .l. ."

This statutory language provides no basis for a determina-

tion that a loan extended by a brokerage firm would come within

the exception. The legislative history for this provision, with
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t at* t t the dfirmitats of ontribution .Uan *

116d: been owdified so as to permit candidates for ftderal oflee

toL obtain bons fide bank loans.* 1971 Legislative History,

P. 460. It thus appears that, unless it can be shown that funds

obtained by means of a margin account are the personal funds of

the person holding the account, those funds would constitute a

loan by the brokerage firm and thus a contribution to any

campaign which benefits from such a loan.

It is further the understanding of this Office that, contrary

to Mr. Schaefer's assertion, a loan obtained from a brokerage
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2 U.S.C. S 434(a) (2) (A) (iii) requirot I litmip L Itt '

of candidates for the ftouse of V.pre&*ntatlves and 8 te to fiie,

in an election year# a report covering the quarter ending

December 31 no later than January 31 of the following calebdar year.

2 On December 8, 1987, the Commission voted to take no action at
at time with regard to a possible violation of 2 U.S.C. S 441b by

Charles Schwab and Co. In light of the apparently standard practice
of brokerage firms to grant loans on margin accounts, up to a
certain percentage of the value of deposited securities, as a matter
of course with no statement required as to the purpose of the loan,
there is no reason to alter the Commission's previous determination.



The Committee did not file a report covering activity during the

final quarter of 1986 until April 27, 1986.

2 U.S.C. S 434(a)(2)(B)(i) and (ii) require the principal

csampaign committees of such candidates to file, in non-election

years# a Kid-Year Report due on July 31 and a Year End Report due on

January 31 of the following calendar year. The Committee did not

file a report covering activity during the first and second halves

of 1987 until April 27, 1988. -

f. Conciliation

This Office recommends that the Commission enter into

conciliation prior to a finding of probable cause to believe with

regard to all of violations by the Committee discussed above.

11. DISSIC W a Sam or

3/ The report filed by the Committee on April 27# 1988, shows
on the Summary page total contributions, other than loans, of
$58,000 and operating expenditures of $58,000. An attached
Schedule D reports an outstanding loan of $58,000 from Michael
Schaefer at the beginning of the report period and payment of a
like amount during the same period. A notation on that Schedule
states that the $58,000 was used to pay back $30,000 to Mary
Ruerta and $28,000 to the candidate's margin account. The
information in this report bears no relationship to the
transactions itemized on the Committee's ba.ik statements between
October, 1986 and April, 1988. The same kinds of discrepancies
are to be found in a comparison of the Committee's reports filed
in 1986 with the bank statements covering the same periods of
time.
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1. Find reason to believe that Michael Schaefer violated
2 U.S.C. 5 432(e)(').
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FEDERAL ELECTION COMMISSION
WASHNGCTON. 0 C 2046

MENORANDUM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/JOSHUA MCFADDi
COMMISSION SECRETARY

MARCH 9, 1989

OBJECTION TO MUR 2561 - General Counsel's Report
Signed March 7, 1989

The above-captioned document was circulated to the

Coffision on Wednesday, March 8, 1989 at 4:00 p.m.

Objection(s) have been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter will be placed on the meeting agenda

for March 14, 1989.

Please notify us who will represent your Division before the

Commission on this matter.

x



in the Matter of )
)

Michael Schaefer, as candidate ) NUR 2561
Friends of Schaefer
Michael Schaefer, as treasurer )

CERTIFICATIO

I, Marjorie W. Emons, recording secretary for the

Federal Election Caission executive session of March 14,

1969, do hereby certify that the Comission decided by a

vote of 5-1 to take the following actions in NUR 2561:

1. Find reason to believe that Michael Schaefer
violated 2 U.S.C. S 432(e)(1).

2. Find reason to believe that the Friends of
Schaefer Comittee and Michael Schaefer, as
treasurer, violated 2 U.S.C. S 433(a).

3. Enter into conciliation with the Friends of
Schaefer Conuittee and Michael Schaefer, as
treasurer, prior to a finding of probable
cause to believe.

4. Take no further action regarding an apparent
violation by Mary E. Huerta and close the
file in her regard.

(continued)



1 4E' luction comission Pat* 2
COOt fication for NUR 2561
tch 14. 1989

5. Approve the proposed conciliation agreement
and letters attached to the General Counsel's
report dated March 7, 1989.

Comissioners Aikens, Josefiak, McDonald, McGarry, and

Thomas voted affirmatively for the decision; Comnissioner

il1iott dissented.

Attest:

SeteMarjorie t. lans
Secretary of the Coinieion

..... d f -
Date



FEDERAL ELECTION COMMISSION
WASb.NCTON. 0 C *W

.7

c21t 1989

Michael Sceefer. 'Treasurer
Frlends of Schaefer Comittee
121 Sroadvay Suite 554
San Diego, California 92101

RE: NUR 2561

Dear Mr. Schaefer:

On December 8 1987. and March 15, 1988 the Federal Election
Commission found reason to believe, that the Friends of Sbefer
Committee and you, as treasurer, violated 2 U.S.C. SS 441a(t)
441b. 434(b)(S), 434(a)(2)(A)(11i) and 434(a)(2)(B)(i) and (ii).
Also, on March 14 , 1989, the Commission found reasmo to
believe that you, as candidate, violated 2 U.S.C. S 432(e)(l) and
Priende of 8chaefer and you, as treasurer, violated 2 LS8,C.
1 03() Ut XO= e4 co March 14 * 9W .h 'IA.. i
deteine to etier iloo tations directed t dvAx4.W V a
0o0ciliation agreeftnt in settlement of this matter prior to a
f(iding of probable cause to believe.

fEclosed is a conciliation agreement that the Comission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return its
along with the civil penalty, to the Comaission. 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
Sandra J. Dunham, the staff member assigned to this matter, at
(202) 376-8200.

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHtNCTON. C XH63

March 21, 1900

Mary 3. uerta
16131 Breesewood Drive
Las VeWas, Nevada 09108

RE: MUR 2561

Dear Mrs. Huerta:

on December 29, 1987, you were notified that the Federal
3lection Commission had found reason to believe that you had
violated 2 U.S.C. S 441a(a)(1)(A). On February 11, 1988, the
Office of the General Counsel received a response from you to the
Comission's reason to believe findings in this matter.

After considering the circumstances of the matter, the
Camission determined on March 14, 1989, to take no further
action against you, and closed the file as it pertains to you.
The 0emission reminds you that your loan of $30,000 to Mihcael
Schaefer which he then lent to his federal election campagn
o red to oonstitute an resoseive contribution by you to-the
@pign in violation of 2 U.S.C. S 441a (a)(1) (a). You should
take im0diate steps to insure that you do not make such a
contribution in the future.

The file will be made part of the public record within 30
days after this matter has been closed with respect to all other
respondents involved. Should you wish to submit any factual or
legal materials to appear on the public record, please do so

nr within ten days of your receipt of this letter. Such materials
should be sent to the Office of the General Counsel.

The confidentiality provisions of 2 U.S.C. 5 437g(a) (4) (8)
and 5 437g(a) (12) (A) remain in effect until the entire matter is
closed. The Commission wili notify you when the entire file has
been closed.

If you have any questions, please contact Sandra J. Dunham,
th staff member assigned to this matter, at (202) 376-8200.

Sinc ely,



R A tELEC TION-COMMISSION

March 20, 1989

Mtichatel Schaefer, Treasurer
?rirnd of Schaefer Committee
840 Villa La Jolla Drive @112
La Jolla, Calilforna 92037

RZ: NUR 2561
Michael Schaeferv as candidate
Friends of Schaefer
Michael Schaefer, as treasurer

Dear Mr. Schaefer-

On February 25, 1989, you requested that the Veports
Analysis Division of the Federal Election Comission cease
qMestioing Friends of Schaefer (the "0Comittee') about financial
dis1olosre reports which should have, but have not been, filed
with the Cission. Because of the ongoing enforcement matter
1". ,_lIng your tte this request cannot be approved.

Cotit,~wae~~~ that the Ce6ftte. auet contiau- tofile the rIfidreports with the Comission until such time as
the entIre enforcement matter has been closed.

If you have any questions, please contact Sandra j. Dunbam,
qthe staff member assigned to this matter, at (202) 376-9"00.

Sin qerely,



PAX 1~NM to"* 404? LA JOLA. CAMVC4 S7

April 5, 1989 A> %A d -,

Sandra J. Dunh, Esq.
Federal Clections Co. Cz)
Washington, D.C. 20463

Re: MUR 2561 .

Dear s. Dunham:

(1) Upon my return froa a 2 week vacation today I
found the attached two letters from you, one sent to
my residence on Villa La Jolla Dr., the other sent to
an office I anded last August in San Diego, Cail.
to relocate to the above address. Please see that only
the above 1150 Silverado, Suite 111, La Jolla, Cl.92037
address appears on future mailings.

(2) 1 regret that y o 4*not tar, '01we with your
800 phone m"ber, for toulft" I tio. Former
staff members did. 'V t t f An the future.
I tried to reach you , ! got in
last evening), spent abmt S t on the phone trying
to reach you, you were unavalable, Mr, Roble was not
taking calls, and his soct4tary was trying to reach
your supervisor for me. I finally left the line,
realizingthat the (202) call was costing me money that
I did not have, and my files(with the 800 no. on other
letters from staff) was at the office.

(3)You leave me little alternative but to file a
civil action in the U.S. District Court, So. District

SAA of California, against the FEC, and I will do so, unless

I0,4 your office contacts me within 15 days of above date and
other arrangements are made. I expect to be in Washington
the end of May, 1989, and would be available to participate
in a hearing. I have advised your office in the past as
to each of my trips to Washington, D.C. but have never had
an invitation or request to physically meet with anyone or
attending any hearing. Perhaps it would be easiest on all
of us to resolve the matter in the local USDC. I don't know.
Be assured of my good faith and cooperation.

-- 1 --



(4)Your March 20th letter, to my born, advised that
X mst ntinue to be subject to damands for periodic
fili*s for the Coimttee. The Ccimittee ceased to
do b 8iaess after September 9, 19", and has since been
disanded, destroyed, and all assets seized by Wilford
D. Willis, Trustee in bankruptcy. As you know- I am
a debtor in a bankruptcy proceeding, as per the attached
NOTICE OF AUTOMATIC STAY, and have been since July 17, 1987.
It is silly, and burdensome for your office as well as
myself, to have your staff demand that I file periodic
reports--I filed a Termination Report last year.

The proper procedure might perhaps have been for
your office to REJECT the tendered termination report, so
that I would know that no Termination Report was on file.
But you accepted it, are bound by it for the purposes of
periodic reporting, and are free to pursue the issues
of l UR 2561. Please do not permit staff to demand of
me periodic reports when there is absolutely no information
I could provide other than fill in the zeros. Please ask
Mr. Nobel to reevaluate his position on the matter.

(5)

(6)

-- 2 --



c. I am well awaes, personally and professionally,, of
the $1,000 limtitation on federal campaign contributions,
having been a candidate for the U.S. rouse of Representatives
from California in 1968(GOP Nominee) and 1982(GOP Candidate).
At no time have I solicited or received a contribution in
excess of limits.

d. The $130,000 loaned to me at various times by Mary
Huerta, a retired lady in Las Vegas, Nevada who son is or
was a college classmate and friend of mine since 1955 and
a former banking manager, was not for purpose of influencing
any election for federal office. I barely know Mrs. Huerta,
having met her when I vas best-man for her son's wedding,
and met her only on one other occasion in some 30 years. I
dealt solely with her son, except for mailing of interest
payments to her; she has at all times held shares of
publicly traded stock having a quoted market value such that
the loan was always consistent with ccmrcial banking
standards--the stock today is quoted at $180, or $360,000,
and the loan is now down to $100,000.

e. Mrs. Huerta's purpose and result is to obtain a
better-than-average return on invested capital, and she has
at all times received either 10% or 12% annual interest an
the funds her son has arranged to be loaned to me always
on a 100% fully secured basis. As a former bank manager,
and banking manager at the time the original loan was made,
he was very careful to exercise his fiduciary duties with
his mom's money in a way that was beyond criticim, and
since his bank was not paying as much as 10% and 12% on
cash deposits, he know that a well-collateralized loan,
not more than 50% of market value of publicly traded
securities, was in her best interest, any interest I had
in accessing the funds being immaterial. And frankly, I
could have borrowed the funds from any couwnrcial bank
at interest rates approximately the same as those paid Mrs. Huerta.
I think that His. Huerta worked as a secretary or clerk prior
to retiring, or maybe she did not work; her late husband was
a service station manager I think. She is a person of modest
means and your insinuation that she desired to be "influencing
any election to federal office" is absurd.

f. I could have used the $30,000, as I did the $100,000
before that, in paying off a higher-interest loan(I had some
2nd mortgages that ran as high as 20% interest), or in purchase
of additional real estate investments(that was what I did with
funds I had available, prior to becoming a debtor in bankruptcy).
It is not realiastic to insinuate that I received the $30,000
for use in a federal campaign. There was no restriction
or suggestion or recommendation as to what the money would go for.

-- 3 --



g. The February 26, 1986 assignment to the
Comittee of my beneficial interest in a $671,142
mortgage note has been nullified, setaside, and
reversed by the Trustee in bankruptcy; he has
in tact received the funds, which with prepayment
penaltieis and accrued interest approximate $709,000,
and has the funds in a Certificate of Deposit at
First Interstate Bank, I am told(have no proof of this)
in the name of JOHN MICHAEL SCHAEFER, or in the name of
WILFORD D. WILLIS, TRUSTEE FOR JOHN MICHAEL SCHAEFER.
I assure you that if these were truly political funds
they would not have been subject to the U.S. Bankruptcy
Court seizing same for protection of my personal creditors.

h. I do not remember Mas. Huerta making a $500 contribution
to my 1986 federal campaign, but if she did, it was something
arranged by her son, Floyd A. Walden, because of my having
written a number of letters to assist him with some unrelated
matters and provided him gratuitous legal counsel on som
matters. It was Mr. Walden's way of paying me $500 for
helping him, by getting a $500 contribution out of his
mom's limited funds, since Mr. Walden was himself in a
position of dealing with personal creditors that left him
no personal ability to make a $500 contribution and he
wanting to help: so it was logical for him to ask his ==
to make a contribution of $500. Again, I do not re er
the check, some 3 years later, but it seems reasonable and
if it was made, it was reported, and if it was reported,
it was factual.

i. The $30,000 was not tied into the campaign. I could
have resigned as candidate, and spent the $30,000 playing
blackjack in Las Vegas, Nevada, and Mary Huerta would not
have cared a whit. She was sitting on some $260,000 or
more in collateral for her $130,000 in deposits or loan with
myself personally.

j. For the federal government to say it's okay for me
to borrow, secured on conventional basis, from a Commercial
Bank, and use the funds to help with a campaign, but that
it is illegal for me to borrow, from a non-Bank, secured on
a conventional basis, at conventional rates, is artificial,
wrong, and something that should be reviewed either by the
U.S.Bankruptcy Court handling my estate, or the U.S. District
Court having jurisdiction where I reside.

-- 4 --



k. I don't understand your reference to Charles Shwab
& Co. in the agreemnts this company was owned by Bank of
America for times involved in the 1986 campaign, I believe,
and is similar to a cmmercial bank.

Customers merely write Schwab One checks, or pick-up
checks from their local broker, whenever they want money
for anything, to take a trip, make a personal unrestricted
political contribution to their personal campaign, etc.
Schwab does not know or care what the money is used for.
If they were told that it was funding a political campaign,
they would probably refuse the funds until their counsel
ruled on it. And their counsel would rule that they are
limited only by federal regulations as to Margin Accounts,
as to how much they can lend against a given securities value.

1. The Committee filed its final report a long time ago,
and just because you refuse to accept it, does not make
subsequently filings untimely. There has been no income
or expenses since 1986 to report, and you know it.

I am sending a copy of this letter, and of your
7 page docunt, to Charles Schwab' s general counsel
for his opeinion. I am not going to bother Mrs. Huerta
about it. Under your view, you could probably seek to
throw Charles Schwab and Mary Huerta in jail, as well as
myself.

cc: LAWRENCE M. NOBEL, General Counsel
cc: Kenneth Houseman, Esq., Howard, Rice

et al., Counsel for Charles Schwab &
cc: Floyd A. Walden

S i er~ yIP
MIC SC

Co.

-- 5 --
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SOUTHERN DISRCT OF CALIFO.IA

In r: ). CASE NO. 87-05174-LM11

JOHN1 MICEAEL SCHAEFEWR, NOTICE OF AUTOMATIC STAY

)

Debtor-In-PossesSion.

TO: ALL 1CREDI , REOPWYERS, ANY PARTY IN INEREST AND

TO ANY RSH&LU SU LHISFF OR OTHER LEVYING OFFICER:

PLEASE, TAU sw 4IU& that on JUly 17, 19 87 jthe ab ome-named

Debtor filed a proceeding under Chapter 11 of Title 11, United

States Code.

Pursuant to Title 11, United States Code, Section

362(a), all entities are barred from commencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the commencuent of the above-referenced case unles the creditor

or other parity in interest complies with the provisions of Tit*le

11, Section 362, United States Code.
-. J . - .

Dated:-- 21,t

1858-1 004361y

BRZAN D. BEAUDOI,*'ESQ-;:

FEB 101988

Page 1 " .TN hAl "
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April 12t 1989

ms. Sandra J. DunahM Bsq.
Office of General Counsel
Federal Electimm Ca ission
Washington, D.C. 20463

Dear Ms. Dunham:

Reference mUR 2561. 
C;,

Thank you for your discussion of the matter with
me today, I anticipate and hope that you will be able
to complete your briefing in this matter within Wet1,
so that I can get this matter before the CtEmidR
or the U.S. Ba2nk Court, promptly.

it appears that sec. 4379 of the Federal 3Ot@tio
~aW"aIg Laws bag",ises

discovery, and for Ieactios to a ~itfil

1. Please advis*e m whether a C lafit me filed
by any citisen with the Comaission, and if go, the
identity of co plainant and the date the item was filed.

2. It appears that the Cmaission, by an affirmative
vote of 4 of its members, opted to proceed as to myself.

Please identify for me the 4 or nore affirmative votes,

by name, and the date such action was taken.

3.Since I did not receive notice of such Comission

meeting, please explain why this was not done. I would

think that due process would mandate that any target

of a complaint have an opportunity for themself 
or their

counsel to appear, or at least file something directed

to such meeting and have opportunity to also appear 
to

respond to inquiry.

Thank you for your courtesy and prompt attention. 
I

trust you will be able to get to this during April. Be

aware of my availability in Washington, D.C. end 
of May.

Since el ,



OZY",vq~1 ow k. A. t -hw
fx- ~ ~ tha t'hee

baktptt p~oe~uag ItpzWIRWCIO that 0all entiti
are bsrG1 ftaF connVn m a meoss against Debtar

for ay Clain thuat was c1enoed prior to July 279 l)S197r
or that could have been camemd prior to said date,
I hawo provided you with the Notice of Automatic Stay,
and you of course had constructive notice of same*
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JOHN MIQIEL SCHALEFER, NOTICE OF AUTOMATIC STAY

o : ." .., " " • • ..." )

6o

Debtor-In-Possession.

TO: ALL CREDITOS, EMPLOYERS, ANY PARTY IN INTERES, AND

TO ANY MuArSAL, ,CONSThBLE, SHERI F OR OTHER LEVYING OFFICER:

" P=LASE TAK NTCE that oi July 17, 1987, 7he above-named

Debtor filed a proceeding under Chapter 11 of Title 11, United

States Code.

Pursuant to Title 11, United States Code, Section

362(a), -all entities are barred from commencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the .comuencment of the above-referenced case unles the creditor

or -other party in interest complies with the provisions of Title

11, Section 362, United States Code.

1858-1 004361y

BRZAND. K1 AUDON'-ESQ:

FEB 10 1988
Page 1 • E . E R
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Dated: JA 21, i-
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April 30, 1989

chairman
Federal Elections Comission
Washington, D.C. 20463

Dear Mr. Chairman:

I have been the object of your JIU 2561 for
some 3 years now, and t ettaed t^t the best
your staff can cam up with, timowse, is that i Jr
am required to exhaust my ad itratie r es
before going to federal ouat, a that when you
get around to it., a hearin Will be set in 1os
Angeles or mce other area anw ent to my ham.

70,0 1: :iL iUb;ton. ,the last
part of "kI1Weia44i ~b
your offloe to disosAf this withyo.

Aptmivo f 'the -fa~sb.afItnf~in
to evidence any wm dng--th *o g of :ney
on a well-secured onvetional basis, by myself,
against public traded stocks, and my then using
the funds as personal contributions to my 1986
federal caapaign(which concluded 9-9-86), is
not criminal. The lenders were nonrelatives,
nobody with an ax to grind, they were Charles Schwab
& Co. stockbrokers and a retired woman who has
been loaning me money against stock for years,
because I pay more than her CDs and she feels
well secured. But forget that part of the matter.

I am a debtor in federal bankruptcy, my
Estate never did get a claim from the FEC, my
Plan of Reorganization has been confirmed by the
Court and the FEC isn't in it, and I am entitled
to start life anew free of being pursued. And
unless you have cause to resolve it another way,
I feel obligated to file an Adversary Paoceeding
against the FEC in the enclosed federal bankruptcy
action and have the bankruptcy Judge make an Order
in the matter so I don't have anyone, including the FEC,
hassling a debtor who is supposed to be protected.

MICHAEL SCHAEFER
JOHN MICHAEL SCHAEFER

Attached: Automatic Stay Order Debtor
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Debtor-In-Possession.

TO: ALL CREDITLS, ]DPWERS, AY PAWY n DTERES1 AND

No NARSHAL, MyONSTN, Si( OTHER ZLYING OFFICER:

P-UME H'E NOMCX that o July 17, 1967,the above-named

Debtor filed a proceedin under Chapter 11 of Title 11, United

States Code.

Pursuant to Title 11, United States Code, Section

362(a), -all entities are barred from comencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the commencent of the above-referenced case unles the creditor

or %other party in interest complies with the provisions of Title

11, Section.362, United States Code.

Dated: -J 2t'

1858-1 004361y

BRIAN D. 1EAUDOIKi -ZSQ-'

FEB 10 1988
Page 1 ,W n' h.& - , _,
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July 3, 19.9

Lawrence K. noble, Z3q.Gmear1 Oowwel
Feer1al Eleotion Ommigei
Walbington, D.C. 20463

Re: In a.L.im J~ J-2tqtc Polio~~.7-U
Friends e M-0e1 WOW&

DSw~ NO SQW*:

'tis fim*pJ I tlf DoV~i

has been administein the set of Kr. Somfrs bakupo
estate, confirmed a plan of teorganisation end is preparing tostisfy the various claims of eitrs of this estate.

It has come to our attention that the Federal ltion
Conmission ('FE) may have pre-petition claims against Kr.
Schaefer or Friends of Schaefer for violations of federalelection laws. If this is the case, I strongly ee the FECto file a claim in this proceeding within thirty days of receipt
of this letter in order preserve the FEC's rights to satisfy anypotential claims from the bankruptcy estate. Otherwise, the pre-
petition potential claims may be discharged by the bankruptcy.
The Trustee will evaluate this claim when filed. Should the FEC

not have received previous notice of Kr. Schaefer's bankruptcy
filing, this letter shall serve as such a notice.
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)JOHN MICHAEL SCHAEFER, et al., )

)
Defendants.

)
The Court's Order to Show Cause re: Contempt came on

regularly for hearing in the United States Bankruptcy Court for
the Southern District of California, on February 27, 1989, at
2:00 p.m., The Honorable Louise DeCarl Malugen, United States
Bankruptcy Judge presiding. Margaret M. Mann, of Luce,
Forward, Hamilton & Scripps, appeared on behalf of Trustee,

In r :

Ob 01trD1at of Calitornia )Usnkzu .~toy Do. 87-oM174-ull
)

WILPORD D. WILLIS, TRUSTE, )

Plaintiff, )

UNITED STATES NR[ CORT

SouTHERN DISTRICT OF CALIPOrnIA

Adversary Prooeding
No. CS-0316-L1L

4AllDE Pin0D ON= RE:
SANCTIS 6111'

vS.



qWi

Wilford D. Willis, who was also presentl John Michael Sba4her

2 appeared in his own behalf: C. Patrick Callahan appeared on
3 behalf of Pamela fmery, the Irwin Trust and himself; Thomas A.
4 Darton, of Gibson, Dunn & Crutoher, appeared on behalf of
5 Karjorie Gallego, et al., and Gibson, Dunn & Crutcher, but did
6 not take part in the proceedings.

7 In accordance with the Findings of Fact and

8 Conclusions of Law filed concurrently herewith, the Bankruptcy
9 Court hereby certifies to the District Court, pursuant to

10 Bankruptcy Rule 9020, that the debtor be held in civil contempt
for:

CN 11
12 1. Disobeying the Stipulation and Preliminary

13 Injunction and Turnover Order entered on July 26, 1988, by
14 publishing an advertisement to sell property of the estate in

110 the Wall Street Journal;
15

2. Disobeying the Order entered September 15, 1988,161
17 Re: Trustee's Application for a Preliminary Injunction

18 Regarding Debtor's Interference With Galleqo v. Schaefer Appeal
19 by contacting appellate counsel and filing documents with theS 19

Court of Appeal; and,20
3. Interference with the Court Order entered21

December 28, 1988, Approving Mitchell Taylor Settlement by
23 filing a lawsuit against C. Patrick Callahan and Pamela Emery.23

24

25

26

Page 2
AO 72
Mew.S12)



I -. and are
2 futile , the ankruptay

3 Court further reocmenda that the debtor be incarcerated for a
4 period of not less than five days and until such additional
5 tine as debtor is willing to fully comply with this Court's

6 orders.

S DAYND: X
United 9ates Bankrupt C

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
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Un Ne:. ) CASE IO. 87-05174-L11
CAS NO 87.0174LK

3010 HICHAEL SCHAEFER, ) NOTICE OF AUTOMATIC STAY)

Debtor-In-Posse5sion.

TO: ALL CREDITOM, 3 OYERS, ANY PARTY IN INTEREST AND

TO ANY WARAL, CFf5AL, lF OR OTHERy LEVYING OFFICER:
war. I..-*

p " LS TAU I it tmi July 17, 197,the abe- ." d

Debtor filed a prcdig under Chapter 11 of Title 11# United

States Code.

Pursuant to Title 11, United States Code, Section

362(a), -all entities are barred from commencing, continuing the

issuance or employment of process against the Debtor for any

claim that could have been commenced or was commenced prior to

the commencent of the above-referenced case unles the creditor

or %other party in interest complies with the provisions of Title

11"Section .362, United States Code.

Daed: 0-. 6 21, "

1858-1 004361y

BRIAN D. t2

FEB 10 1988
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Att',,g , to, Ist e, W lfo*r D. &LUPs

M 2Y DISfTUci. Or
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10
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4

TO 2WE rugT ALL CSz AD OTim PARTZ38 rN Nm=8T:f r TAK "' ro that o ApriL 13, 1989, at 3:30 p.m., in
Dap rtn ,~t Tw of the Uni ed States Ba kruPtCY Court, 940 FrontStreet, Fifth Floor, San Diego, California the followingApplcants vii seek Court authorizatlon for a final award of feesand reimkx rgwt Of co-ts as administrative expenses for servicesrendered to the estate for the following amounts:

Apoicant 
Costs TotalLuc, frwardf Hamilton #269,251.00 #190070.23 $288,321.2General CMunse to Trustee

Bankruptcy No. 87-0osL74.L,
xofcg OF HE MG on
APPLrCA8 n , fE8 PArmrW M

im- ZbInM 2g OF

at:Aprl .13,. 1L969
Yiue:3: 30 p. a.

76/ / ,4

Numari W tI'

Debtor,-

• )

CID
'110I

2rare

FX 21 1
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$3.004.40 st,

@ia eL to Trustee

Levit:, SaCbl 950,76.75 $1,164.41 $51.741.1
a Cicerice Inc.

Accountants for tustee

The above request Is detailed In the applications vil be on

file and may be ins--eted during regular business hours at the

Office of the Clerk of the United States Bankruptcy Court,, 940

Front Street, Fifth Floor, San Diego, California.

Obectlons, if any. must be In writing and mast be filed with

the Clerk's office at the address listed above and a copy served

upon the undersigned no later than seven (7) days prior to the

date 3et for the hearing above. ( o (11960

LUC, W*A3D, HAMLTON & SCRIPPS

ON=: March 24, 1989

9
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Oftaber 5, 11969

1 Iainftm,t D.C. 20W63
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MM 2M61.

-1 1 bn n esat4
CUM too bm*ZW* ,r .. t I S w a odmiari zbilbity

ftr ti ~te alagmi

Va it abe m dnm toa c m h g Qijarls,

f tcb.n he actsi &a in3eeo .d

-b. tW "ini U Not s, 4  s

(c) , - km o A th tm ,ai_...a e a t

h o a0d t 1i Ir3 s II i 1as itamCI

I mW" amit tn kta tsob y na t v w is
invdid and a ui w ii jat tot ofe 1 t to the
Opot Kt that it mis 11llegal a tr un w- ion thast is legal.v

vi thi lnd in the first inst is a it pyom and
the Idrke in the that t m P Iis a bameking a rpertion,
eye though the (a)intrest reIIa tes (b) olatearal. 1k-w L m1 ratio,
(c)ars length nature of the trwmai .are all vry Bid .

it is b!P es- a -b ad clutter to cy office to hame
this case open and fteigfor 3 years nxw, and I would ask
that you make a poilicy decistion to proceed,, or not proceed,,
and aftis er in writing at the abm~e office. I expect to be
in 1hshirxgton, D.C. in mid-Hoyir and will be in ycir off ice
to carfer, and ask that the Ooisicn set men for a personal
alipearare l!r 5-19,, if we have not tome to
urderstanding by that ti-

Public Interest Attorney

L7a'_' 7- 77"
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NOvember 26, 1989

Lawrence Nobel, General Counsel
Federal Elections Comission
Washington, D.C. 20463

Re: MUR 2561 .D

Dear Mr. Nobel:

You and I have discussed the above matter by phone at C)
tr some length, and I have talked to your staff counsel too. I.W

On Nov r 2nd your Ms. Dunham represented to s that ;,
this matter will be resolved within 6 =mth, one way or the
other. -

tf)

140

Since I have fully advised you of the penoc Of the u5
federal bankruptcy filing and you have opted to eschew involvement,

C I will have no alternative but to take the matter into Court
for resolution as to my post-bankruptcy liability for a fine,

tf) if your office obtains such a sanction.

I know that you are cDnstmained by federal laws as to what
is a legal and illegal source of funding. I find your failure to
prosecute Charles Schwab and Co. and the retired lady who has been
le-ding me money on stock loans for years, to be hypocritical, and
I would be interested how many other technical violations of the
stctutes you overlook in a quest to make an example of myself.

This letter documents Ms. Dunham's representation to me,
and if a pound-of-flesh is all you want, I can document for you
the $2,000 or so in attorney fees claimed from my estate for
evaluating the status of the FEC in this proceeding. My Chapter 11
has been pending since July, 1987, but your file has been pending
since 1986. I regret that you do not have the resources to fish-or-cut-bait
within 24 months of an election. If I ever get to Congress, I'll see
that you do. I know you prosecute everybody. I discussed teh matter
with Senator Alan Simpson recently, he assured me you had him pay a fine
because of a loan his mor made to one of his campaigns(but that loan
was probably not secured by stock, and at interest, 50% or less loan/to/value,
with all incidications it was similar to a bank loan---like mine is).

Please give this matter your prompt attention. My file is I.
growing cobwebs. I cannot handle or cope with uncertaintjy. MICHAEL SCHAEFER



January 24, 1990

Lawrence Nobel General Counsel
Federal Elections Coiss ion
Washington, D.C. 20463

Re: NUR 2561

Dear Mr. Nobel:

I have been waiting scm 3 1/2 years for your office
to act on the above, and was advised on Novmer 2, 19198
by Ms. Dunham that it would be resolved "within 6 nonthsu.

I am concluded that nothing is being done about it,,
and am closing my files today. If you later resurrect
the matter, I will of course resurrect my files.

Unfortunately 0000 btkw"cyo slhaO, sut
considerable funds frnmy et, whc amntrl
researching theissues you rised, mW cet i ied
by affidavit to the federal court that r a n indgent,
having been stripped of all my economic base and being
engaged virtually fulltime in matters related to my
Chapter 11 proceeding.

I am not going to hold my breath to hear from your
office.

If I ever get to Congress I am going to introduce
legislation that will:

a. put an absolute 3 year statute of limitations
on any activity by your office, running from
the date irregularities are made public by
a candidate's filing of statutory reports
or otherwise;

b. provide that loans to candidates from any source
that are consistent with contemporary bank financing,
as to (a)interest rates and (b)collateral, will be
treated as bank financing for purposes of your office;
(to hold otherwise is a denial of Equal Protection).

Sincepxly,

MICHAEL SCHA ER
1986 federal primary candidate(MD.)
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tvi . .Matter of

sib.ol Schaefer, as candidate
rtlends of Schaefer and
thehel Schaefer, as treasurer

) mM 2561
)
)

G33MA COINS3L'S R3PORT

The Office of the General Counsel is prepared to close the

investigation in this matter as to Michael Schaefer, as candidate

and Friends of Schaefer and Michael Schaefer, as treasurer, based

on the assessment of the information presently available.

neral Counsel

Staff Person: Sandra J. Dunham

U
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ENFUa THE FEDERAL ELECTION COMMISSION

In the Matter of

Michael Schaefer, etc.
MUR 2561

REQUEST FOR EXTENSION OF TIME
FOR FILING OF RESPONSIVE BRIEF

COMES NOW Michael Schaefer requesting extension 4

of time for filing responsive brief, for a period

of 30 days past the May 13, 1990 current deadline based

on 15 day response period and receipt of Brief this date.

Good cause consists of fact that within the period

May 1 to May 15, 1990 Michael Schaefer is obligated to

prepare and file numerous other demanding pleadings:

1. Brief to 9th Circuit Court of Appeals
in a personal case;

2. Brief to Appellate Dept. Superior Court,
San Diego, Cal. in a client case;

3. Petition for Certiorari to U.S. Supreme
Court in a personal case;

4. Brief to Texas Court of Appeals in a

family trust case;

Michael Schaefer has no secretary, or legal assistant,

or associate counsel, and cannot property respond to the

Brief filed within the time constraints. He will be able

to so file same by mid-June, 1990.

Respectfully submitted,

MICHAEL SCHAEFER
1150 Silverado, #111
La Jolla, Cal. 92037
Tel. (619)456-7984



PROOF OF SERVICE

Michael Schaefer, a member of the California Bar,

certifies that on 4/28/90 he did serve copies

of this Request as follows:

1. Original, Clerk, Federal Elections Commission;
Lkwrence*

2. Copy, o W M, Noble, General Counsel,
Federal Election Commi'ssibn;

Executed 4/28/9 at San Diego, Calif. under
penalty of perjury. A!

t

myi



flDERAL ELEt1ION COMMISSION

May 4, 1990

fiehael Scheer Require
11S0 li1vered, #111
La Jolla, California 92037

RE: NUR 2561
Michael Schaefer
Friends of Michael Schaefer and
Michael Schaefer, as
treasurer

Dear Nr. Schaefer:

This is in response to your letter dated April 28, 1990,Which Ve received on May 2, 1990, requesting an extension of 30day, to respond to the Office of the General Counsel's Brief.After conidering the circumstances presented in your letter,, Ihave granted the reuested extension. Accordingly, your repeis deeJb. th clos e f bustuae on June 13, 1990.
If ype have any questions, please contact Sandra J. Dunham,

the staff -111066r 40"106d to this matter, at (800) 424-9S30.

Sincerely,

Lawrence H. Noble
General Counsel

BY: Lois G. Leler
Associate General Counsel



FERAL ELECTION COMMISSION

April 24, 1990

seb aeh eer, squire
11*silve8teo, suit. Ill
Lo 970uSa, California 92037

RE: MUR 2561
Friends of Schaefer and
Michael Schaefer, as
treasurer

Der Mr. Schaefer:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
-vrled by you, on December 8, 1987, March 15. 1988 and March 14.
1 9. the federal Election Commission found reason to believe that

,you, as the candidate and Friends of Schaefer (the "Committee')
a ,atasurer, violated 2 U.S.C. SS 432(e)(1), 433(a),
44,a.(2)(A)(LU), 434(a)il)4S)(i) and (ii), 434(b)*(), 441t) -

' A instituted an investigation in this matter.

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

The Commission ay 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 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 btief vithln 15
Y" My submit a vrItten request for an extension of time.MO
rqt for extensions of time must be submitted in v itta "Ue
days prior to the due date, and good cause Msat be dmoqii ed.
tn 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 attempt 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 Sandra J.
Dunham, the staff member assigned to this matter, at (800)
424-9530.

''e General Counsel

Enclosure
Sri f



In the Utter of
)

Nichel Schaefer, as candidate ) 2541
Friends of Schaefer and )
Michael Schaefer, as treasurer )

GS3LCOIE53L S BRIEF

I. 0 oF T=E Cas3

On December 8, 1987, the Commission found reason to believe

that the Friends of Schaefer Committee (the "Committee= ) violated

2 U.S.C. 5 441a(f) by accepting excessive contributions from

Mary a. Kuerta and Jay R. Defiranda, 2 U.S.C. 5 441b by accepting

a loan from Charles Schwab and Company, 2 U.S.C. I 434(b)(8) by

failing to report the debt owed nary 3. Muerta in a continuAous

fashion, and 2 U.S.C. S 434(a)(2)(A)(iii) by failing to file a

1986 Year End Report. On March 15, 1988t the Commission found

reason to believe that the Committee and Michael Schaefer, as

treasurer* violated 2 U.S.C. 55 434(a)(2)(B)(i) and (ii) by

failing to file a 1987 Mid-Year and 1987 Year End Report. On

March 14, 1989, the Commission found reason to believe that

Michael Schaefer violated 2 U.S.C. 5 432(e)(1) by not filing a

Statement of Candidacy when he exceeded the $5,000 threshold and

that the Committee and Michael Schaefer, as treasurer violated

2 U.S.C. 5 433(a) for failing to timely file a Statement of

Organization.
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Ux. AtmLTxs3

A. G8eave Contributions
1. Loan flS naty z. Huerta

Based upon information contained in reports submitted by the

Committee, it appeared that Mary R. Ruerta had made a $30,000

loan to Michael Schaefer in July, 1986, which he in turn had

loaned to the Committee. Mrs. Huerta also made a $500

contribution to the Committee in that same month. This loan has

been confirmed by a Demand Note dated September 18, 1986, and

signed by Michael Schaefer which has been supplied by both

Michael Schaefer and Mrs. Huerta. The note provided for a

10% annual rate of interest to be paid monthly for four months

beginning September 10, 1986, and then semi-annually. The note

was secured by 500 shares of San Diego Financial Corporation

common stock.

In a sworn statement submitted in response to the

interrogatories posed by the Commission Mrs. Huerta stated,

I had a previous loan with Schaefer, at a
rate of interest better than banks were
paying on my savings, and have always
held stock in San Diego Financial Corp.,
a San Diego bank holding company, that is
worth twice the amount of any loan. The
$30,000 was secured specifically by 500
shares of stock in the Bank, which has a
current market value of about $60,000.

Mrs. Huerta further stated that her son has known Michael

Schaefer since high school, and "he has arranged to make secured

loans with my savings." According to Mrs. Huerta, "payments of

interest have been made satisfactorily by Schaefer."



Rearding her knowledge of Michael Schaefer' * Mci aa

the Use to which her loan would be put, Mrs. Muerta dscle.,

t knew that Michael Schaefer was a
candidate for federal office, from my son
mentioning it, and from newspaper
clippings he may have provided for my
son's information. When I made the
contribution of $S00 to this campaign, I
did not know that money he was borrowing
was going to be used for the campaign, or
for real estate investment, I do know
that Schaefer is investing in real estate
from time to time. t was merely seeking
a fair return on my savings funds.

According to Mr. Schaefer, at the time the $30,000 loan was

made, he already had a $100,000 loan outstanding from Mrs. Ruerta

which was secured by $200,000 in bank stock. As to the purpose

for which he requested the $30,000 loan, Mr. Schaefer has stated,

in answer to a Commission interrogatory:

it was requested without any designation,
I don't think I indicated what I would do
with the funds; Huerta was so amply
secured that I am sure she did not care.
I probably had the campaign in mind at
the time, and it is always a question of
whether I (a) simply sell some stocks to
raise funds, or (b) borrow against those
same stocks, to raise funds.

Mr. Schaefer stated that he has made the interest payments out of

a personal account. Later he reported that the loan was repaid

in early 1988.

In a letter, Mr. Schaefer stated that he feels as a matter

of principle "it is inappropriate to bar loans from non-banks to

candidates, so long as they are properly secured, and it is

an existing creditor-debtor relationship (such as Mrs. Huerta

having loaned me $100,000 in 1984 or thereabouts, against



$300,00 worth of stock, and having increased to $130000 at

(tbel time I was a federal candidate, since paid back down to 1the

original $100,0000). ae does not, however, dispute the

campain-relatedness of the acceptance of the loan.

2 U.S.C. I 431(8)(A)(i) defines "contribution" to include

*any gift, subscription, loan, advance or deposit of money . .

made by any person for the purpose of influencing any election

for Federal office . . . . 2 U.S.C. I 441a(a)(1)(A) limits to

$1,000 the amount which a person may contribute "to any candidate

and his authorized political committee with respect to any

election for Federal office," while 2 U.S.C. 5 44la(f) prohibits

the acceptance of contributions in excess of the limitations at

2 U.S.C. S 441a(a). if a candidate receives a loan for use in

connection with his campaign, the candidate receives the loan as

an agent of his authorized committee. 2 U.S.C. S 432(e)(2). S&e

Advisory Opinion 1985-33.

Mrs. Huerta made a loan of $30,000 to Michael Schaefer, the

proceeds of which he in turn lent to the Committee. Mr. Schaefer

acknowledged that he *probably" intended the loan to be used for

the campaign when he requested it from Mrs. Huerta. Therefore,

this Office recommends that the Commission find probable cause to

believe that the Committee violated 2 U.S.C. 5 441a(f).

2. Receipt of Payments on Promissory Note

Reports filed with the Commission in 1986 showed that the

Committee had received monthly payments of $6,711.42 from

Jay R. DeMiranda on a note secured by two Los Angeles apartment

buildings. Bank statements furnished in response to a Commission



V nbpwaa show that the Committeers account was opened in F ,ur-

or early Narch, 1906, with monthly deposits of $6,711.42

appearing throughout that year, through 1987 and into January,

1988.

During the course of the investigation in this matter,

Mr. Schaefer furnished this Office with a copy of an Assignment

of Deed of Trust dated February 28, 1986, and recorded in Los

Angeles on April 2, 1966. This Assignment transferred to the

Provident Bank of Maryland, for credit to the Friends of Schaefer

account, all beneficial interest under a Deed of Trust dated

August 26, 1981, which had been executed by Jay R. Deiranda and

which secured payment for property which, with accrual of

interest, was valued at $671,142 by 1986.

On July 17, 1987, Mr. Schaefer filed for bankruptcy under

Chapter 11, Title 11, United States Code. Pursuant to advice of

counsel, Mr. Schaefer treated the $671,142 note as personal

capital in the bankruptcy proceeding. He has stated that he has

paid tax on the income generated, i.e. on the $6,711 monthly

payments received. Further, Mr. Schaefer has stated with regard

to the mortgage payments, "Since the Committee ended as of 1986,

I then utilized funds arising in 1987 for a municipal government

campaign in 1987, and am using funds arising in 1987 and 1988 for

a local government campaign in 1988. The mortgage continues to

pay out $6,711 monthly but it is no longer part of a federal

entity." Later in the same letter Mr. Schaefer wrote, "I would

prefer that [the note) not be part of my personal estate, but it
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was his [the attorney*s] opinion that for se to so treat it v".14

be indefensible."

2 U.S.C. S 431(2) defines *candidate" as an individual

seeking nomination for Federal office, and states that such an

individual will be deemed to be seeking nomination if he or she

receives contributions or makes expenditures in excess of $5,000.

Pursuant to 11 C.F.R. S 110.10, a candidate may make unlimited

expenditures from personal funds for his or her own campaign.

'Personal funds' means assets to which the candidate has legal

right of access or control and to which the candidate has legal

and rightful title or an equitable interest at the time he or she

becomes a candidate. 11 C.F.R. 5 110.1(b)(l). In the present

te' matter, Mr. Schaefer signed and recorded an assignment of the

mortgage at issue to the Committee on February 28, 1986, but

declared the $671,142 note to be personal capital in a bankvuptcy

proceeding which he began more than a year after the date of the

assignment. Between February 28, 1986, and January, 1988, Jay

Lr) Demiranda made payments to the Committee's account which,

c , according to bank records, totaled $154,362.66.1/

The controlling issue regarding the receipt by the Committee

from Mr. DeMiranda of monthly payments of $6,711.42 is whether

those payments are to be considered personal funds of the

candidate or contributions by Mr. DeMiranda to the Committee.

This determination is governed in turn by whether Mr. Schaefer

l/ Bank statements for May and June, 1987, have not been
produced; however, two payments of $6,711.42 appear on the July
statement. This report assumes a payment each month for
twenty-three months.
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had a legal right of access to or control over those payments,

and a legal or rightful title to, or equitable interest in,

receiving those payments at the time he became a candidate so as

to meet the definition of *personal funds* at 11 C.F.R.

S 110.10(b).

The assignment of the $671,142 note to the Committee by

Mr. Schaefer in February, 1986, triggered his candidacy as of

that date. As noted above, 2 U.S.C. 5 431(2) defines candidate

as an individual who is seeking nomination for election, or

election, to Federal Office, "seeking nomination or election"

being defined, inter alia, as the receipt of contributions by

that individual in excess of $5,000. The making of a $671,142

contribution by an individual to his own campaign constitutes

receipt of a contribution in that amount, thereby conferring

candidate status upon that individual.

In the present matter, Mr. Schaefer's assignment of the

mortgage and hi3 attainment of the status of candidate were

simultaneous. Therefore, for the purpose of 11 C.F.R.

S 110.10(b), the $671,142 mortgage assigned to the Committee was

Mr. Schaefer's "personal funds" at the time he became a

candidate. Consequently, the monthly mortgage payments of

$6,711.42 made by Mr. DeMiranda constituted payments to

Mr. Schaefer which the latter continuously assigned to the

Committee even though the payments were made directly to the

Committee's account. Those payments were contributions by

Mr. Schaefer to his own campaign, not contributions to the



ommittee by Mr. DeNiranda. Therefore, the Committee was not the

recipient of excessive contributions fron Mr. Deniranda.

a. Failure to TIu*ly Me Statement of Candidacy
and Statement of OryaNiation

Mr. Schaefer assigned the $671,142 to the Committee on

February 28# 1986. As discussed above, this is the date that

Mr. Schaefer became a candidate. 2 U.S.C. S 432(e)(1) requires

each candidate to designate, in writing, a political committee to

serve as his or her principal campaign committee within 15 days

of becoming a candidate. The candidate must designate his or her

principal campaign committee by filing a Statement of Candidacy

with the Commission. Mr. Schaefer did not file a Statement of

Candidacy until July 17, 1986. Therefore, this Office recommends

that the Commission find probable cause to believe that Ri*haetX

Schaefer violated 2 U.S.C. S 432(e)(l) by not filing timely a

Statement of Candidacy when he exceeded the $5,000 contribution

threshold.

Pursuant to 2 U.S.C. S 433(a) each authorized campaign

committee must file a Statement of Organization no later than

10 days after designation pursuant to Section 432(e)(1). In the

present matter, the Committee filed its Statement of Organization

in July, 1986. Because the candidate did not timely file a

Statement of Candidacy, it follows that the Committee did not

timely file a Statement of Organization. Therefore, this Office

recommends that the Commission find probable cause to believe

that the Committee violated 2 U.S.C. S 433(a).



-9-

C. Failure to Report Debt Continuously

2 U.S.C. S 434(b)(8) requires that a political cogmittee

include the amount and nature of outstanding debts owed by the

committee in each required report. 11 C.T.R. S 104.11 requires

that debts and obligations be reported continuously until

extinguished.

The Committee's 1986 October Quarterly Report did not

include on Schedule C the $30,000 loan from Mary E. luerta

discussed above. This loan was not repaid until early 1988.

Consequently, it should have been included in the 1986 October

Quarterly Report. Therefore, this Office recommends that the

Comission find probable cause to believe that the Committee

violated 2 U.S.C. S 434(b)(8).

D. Loan from Charles Schwab and Co.

The Commission also found reason to believe that the

Committee and Michael Schaefer, as treasurer, had violated

2 U.S.C. S 441b by accepting a $28,000 loan from Charles Schwab

and Co.

The Committee's 1986 October Quarterly Report itemized a

$28,000 loan received from Michael Schaefer on September 2, 1986.

The accompanying Schedule C contained a notation that the funds

for this loan had been "borrowed from Charles Schwab and Co.

stockholders account held by Schaefer, a 'margin' loan secured by

various stocks owned, no repayment date to Schwab, interest:

Brokers call rate + 75% (about 7 1/2%)."

Pursuant to regulations prescribed by the Federal Reserve

Board regarding margin purchases, an investor may deposit with a



broker either cash or certain classes of securities which be

teed to obtain credit for the purchase of additional securi0ies

or for other purposes. Under present Federal Reserve board

regulations, brokers are generally permitted to extend credit

only up to 50% of the value of deposited securities. The loan

value of these securities for other purposes is lseo limited to

50. if there are securities of sufficient value or other funds

in a margin account, a brokerage firm will make loans virtually

upon demand to the holder of the account for other than the

purchase of additional securities. There is no requirement that

the brokerage firm inquire about the purpose of the loan, nor is

there a special application to be submitted. Such loans may be

obtained by telephone.

The particular statement reflecting Mr. Schaeferts $2*,00

loan shows that the account was opened on the same day as his

receipt of the loan. To open the account, Mr. Schaefer deposited

shares of stock in First National Corporation of

California and shares in the H.H. Robertson Company. No

cash deposit was made. Therefore, the $28,000 loan was made

based upon deposited securities only.

2 U.S.C. 5 441b prohibits political committees from

knowingly accepting or receiving contributions from any

corporation. 2 U.S.C. 5 431(8) and (9) define "contribution" and

"expenditure" as including any loan. The only exception to the

inclusion of a loan in these definitions is found at 2 U.S.c.

5 431(8)(A)(vii) which exempts from the definition of

contribution "any loan of money by a State bank, a federally
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!0batered depository institution, or a depository Institution the

deposits or accounts of which are insured by the Federal Deposit

tnOurance Corporation, Federal Savings and Loan Insurance

Corporation, or the National Credit Union Administration . .. .

This statutory language provides no basis for a

determination that a loan extended by a brokerage firm would come

within the exception. The legislative history for this

provision, with its repeated references to "banking institutions*

supports the opposite conclusion. For example, The Report of the

Senate Committee on Rules and Administration on S. 382, S. Rep.

No. 92-229, 92nd Congress, 1st Session 59 (1971) states,

'"Testimony received from witnesses was unanimously in favor of

the granting of loans by national and state banks if such loans

were made pursuant to applicable banking rules and regulations.'

Reprinted in Legislative History of Federal Election Caain tAct

of 1971 ('1971 Legislative History" at p. 217 (1981)). During

the Senate floor debate on S.382, Senator Cannon, in his

explanation of the coverage of the proposed legislation, stated,

"Other terms are as broad as possible, and, in fact, so all

inclusive that a special exception had to be written into the

definitions of the criminal code amendments in order to permit

National and State banks to make loans of money." 1971

Legislative History, supra p. 451. Later, during the same floor

debate, Senator Prouty reiterated that the definitions of

contribution and expenditure had been "modified so as to permit

candidates for Federal office to obtain bona fide bank loans."

1971 Legislative History, supra p. 460. Thus, unless it can be



sholn that funds obtained by means of a margin account are the

personal funds of the person holding the account, those funds

would constitute a loan by the brokerage firs and thus a

contribution to any campaign which benefits from such a loan.

Contrary to Mr. Schaefer's assertion, a loan obtained from a

brokerage firm secured by stock in a margin account would not be

considered by the firm to be a loan of the account holder's own

monies, but, rather, a secured loan from the firm to the borrower

upon which interest is owed. If the margin account holds cash

deposits equal to a loan at the time the loan is obtained, there

is a different result; such cash would be considered the

depositor's own funds. But an account composed solely of

securities can provide only collateral for a loan.

In the present matter Charles Schwab and Co. made a loan of

$28,000 to Mr. Schaefer, with stock in his margin account serving

as collateral for that loan. Mr. Schaefer then lent the $28,000

to his campaign. Given the provisions of 2 U.S.C. S 432(e)(2)0

that a loan to a candidate subsequently used in a campaign

becomes a loan to the candidate's committee, this Office

recommends that the Commission find probable cause to believe

that the Committee violated 2 U.S.C. S 441b by accepting a

$28,000 contribution from Charles Schwab and Co.

E. Failure to File Report

Mr. Schaefer's argument that the Committee ended in 1986 and

that the monthly payments thus ceased being made to a federal

entity at that time is counter to the requirements of the Act and

the Commission's regulations. A political committee registered



with the Commission is required to continue in existence so lon;

as the committee has outstanding debts. 11 C.F.R. S 102.3. The

last report filed by the Committee prior to April , 1966 was its

1986 October Quarterly Report which showed on the Detailed

Summary Page $58,000 in loans received to date and $0 in loans

repaid during the period covered by the report. more recently

Mr. Schaefer has stated that the loan from Mrs. Huerta and a

$30,000 loan obtained by means of his margin account were repaid

in 1988. Therefore, the Committee was required to continue to

report into 1988 and, further, any payments into its account

constituted payments to a political committee.

2 U.S.C. S 434(a)(2)(A)(iii) requires the principal

committees of candidates for the House of Representatives and

Senate to file, in an election year, a report covering the

quarter ending December 31 no later than January 31 of the

following calendar year. The Committee did not file a report

covering activity during the final quarter of 1986 until

April 27, 1988. Therefore, this Office recommends that the

Commission find probable cause to believe that the Committee

violated 2 U.S.C. 5 434(a)(2)(A)(iii).

2 U.S.C. 55 434(a)(2)(B)(i) and (ii) require the principal

campaign committees of such candidates to file, in non-election

years, a Mid-Year Report due on July 31 and a Year End Report due

on January 31 of the following calendar year. The Committee did

not file a report covering activity during the first and second

halves of 1987 until April 27, 1988. Therefore, this Office
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ORe O that the Comimssion find probable oUsose t* ralic.

.... the Cofttee violated 2 U.S.C. SS 4341a)(2)(3)(I) and (JI).

?zz einaz. oldaw' AMUO

1. Find probable cause to believe that Nichael Schaefer
violated 2 U.S.C. S 432(e)(1).

2. Find probable cause to believe that Friends of Schaefer
and Michael Schaefer, as treasurer violated 2 U.S.C.
55 433(a), 434(a)(2)(A)(iii), 434(a)(2)(B)(i) and (ii),
434(b)(8), 441a(f) and 441b.

Oe
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In the Matter of: ))

Michael Schaefer, as candidate; ) NUR 2561
Friends of Schaefer and )
Michael Schaefer, as Treasurer )

BRIEF OF IMM , SCRR"FER

I. POSITION ON THE ISSUES

A. The entire matter is barred by lachs, if not

statute of limitations, more than 4 years having passed

since the Matcr, 1986 *#ui&1gU in the 1 riJs1d1cton of

Maryland. To proceed new is denial of Schaefer's due process rigbA

B. The entire matter is barred by the defemm of

selective enforcement. There has been an absence of

indication of prosecution of Jay R. DeMiranda, Mary E. Huerta,

or Charles Schwab & Co., all of whom provided funds to Schaefer

by way of (a)loan, (b)payment of accounts owed, (c)contribution,

during the first part of 1986. Either all alleged involved

parties should be before the Commission, or the proceeding is

artificial, with absence of necessary parties preventing

full adjudication of rights and responsibilities of all.

C. There is no prospect of recovery in event of

prosecution with sanctions. The Commission is without

jurisdiction to incarcerate Schaefer, and Schaefer is cf

record before the United States District Court, Southern

District of California, in Case No. Misc.90-0039 and before
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the United States Bankruptcy Court, as a debtor and adverse

defendant, in Case No. C88-0316-Lmll and Bankzrptcy No.

87-05174-LK11, as an indigent, seking appointment of counsel

to assist him pursuant to Title 18, Sec. 3006A; Schaefer

demands now the appointment of counsel to defend him in

the proceeding before the Federal Election Comnission if

this case is to proceed any further.

D. Schaefer asserts as further defense his rights

pursuant to the United States Constitution, the First

Amendment protecting his freedom of speech to conduct

a campaign in a manner consistent with ordinary use of

credit, the Fifth Amendment which protects him from

'0 deprivation of liberty or property without due proc of

nlaw, the Sixth Amendment which guarantees him right to

r trial by an impartial jury and the Assistance of Covnsel,

C and the Ninth Amendment which protects his retained rights.

OE. Statutes which authorize a candidate to borrow

sums from a National Bank in excess of the $1,000 federal

limitation, for personal use in the campaign, on a secured

or unsecured basis, but which prohibit the candidate's access

to sums in excess of the $1,000 federal limitation from

national brokerage firms, or private lenders, on a fully

secured basis at conventional rates and terms, is denying

the candidate due process of law and equal protection of

the law. The Congressional concern that donors would

simply "loan" candidates simtns in excess of federal $1,000

limitation is meritorious, but the lawful restriction to
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prevent abuses is to prohibit unsecured lending other

than by a national bank, and to prevent secured lending

unless it is secured in a manner consistent with practices

of national banks with collateral acceptable to national

banks. This is a factual determination, and a $50,000

loan by the Teamsters, secured by someone s automobile,

would not qualify; a loan of $130,000 secured by publicly

traded securities having a market value of $260,000 or more,

meets the criteria of Regulation U and Regulation T that

regulations loans by banks and by national securities firms

against securities. This is precisely what was done

by Charles Schwab & Co. and by Mary E. Huerta. It is

an abuse of the federal machinery to even consider

prosecution of the lender, or the borrower, or both, once

the Conission has factually determined that the lender

has a practice of lending money, the loan was secured by

marketable collateral worth at least twice the amount of

the financing advanced, the obligation was at-interest at

a rate consistent with the marketplace. The Commission's

files should disclose this is the case as to Mrs. Huerta

and Charles Schwab & Co.

F. Schaefer is not aware of any contribution from

Jay R. DeMiranda, and does not understand his mention in

the Brief of General Counsel. DeMiranda's relationship

with Schaefer was strictly that of debtor-creditor, on a

mortgage note, which generated monthly interest payments



from DeMiranda Management Co. to Michael Schaefer, then

to Friends of Schaefer when the Note was assigned to the

Friends of Schaefer Committee for purposes of accumulating

the monthly interest-income for purposes of Schaefer

personal funding of his campaign. The interest-income

has been declared as personal income by Schaefer for federal

and state income tax purposes, and fact that DeMiranda was

payor of the funds, on a contractual mortgage secured by

an apartment building DeMiranda had purchased from Schaefer,

is imuaterial.

G. The allegations as to failure to file 1987 and

subsequent reports is without foundation, as the

campaign, and the Comittee, terminated with the September,

1986 election in Maryland, Schaefer within 30 days after

said election moving to California and withdrawing from

federal political concern, and filing his final statement

as to the Campaign.

H. The Commission, or General Counsel, is unaware

of what "500 shares of San Diego Financial Corporation"

common stock is. Said stock, having a current bid of

$255.00 per share, per Exhibit A attached hereto, is the

holding company for San Diego Trust & Savings Bank, a 101

year old San Diego based bank having in excess of SI billion

in assets. The Commission's files disclose that Mary E.

Huerta previously had loaned $100,000 against 1500 shares

of the stock valued at more than $200,000, and that she
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had increased this loan to $130,000, at the specific request

of Schaefer, Schaefer depositing with her an additional

500 shares of stock having a market value in excess of

$60,000. Today the loan remains at $100,000, and

the 2000 shares of stock she holds have a market value

of $510,000. Schaefer has no legal ownership or control

of these securities, they being an asset of his bankruptcy

estate, subject to liquidation, the Estate having entered

into a stipulated settlement of a personal injury action

and judgment against Schaefer, the stipulated settlement

being for $1,950,000. The Commission's records indicate

that the Iuerta financing, of $100,000, or $130,000, at

various times, has always been secured on a basis consistent

with Regulations U and T that regulation securities loans,

has always been at-interest, and interest has been timely

paid. Mrs. Huerta is the retired widow of a service

station owner, and her son, a high school classmate of

Schaefer, is or was manager of a national bank, and arranged

for investment of his mother's funds on a secure productive

basis. The son arranged a $500.00 de-facto contribution

from his mother, perhaps in appreciation of Schaefer's long

period of timely interest payments and the son's desire that

his friend become a member of the national Congress. To

label any of the funds paid to Schaefer, or loaned to Schaefer,

in conventional routine business relationships, just because

the source is not a bank, as a "contribution" defies logic,

is inconsistent with the facts, and is enforcement of a
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statute in a manner inconsistent with Schaefer's due process

and equal protection of the law protections of the U.S.

Constitution, and brings into question the validity of

the statute as written.

r. There is no evidence that the funds supplied by

DeMiranda, or Huerta, or Charles Schwab, were for the

purposes of influencing an election to federal office.

a. DeMiranda is nonpolitical, were a mere buyer of
property from Schaefer in 1981, and has no
choice but to make payments on the mortgage
note or else he'd be in default and risk loss
of the apartment building he had purchased.

b. Charles Schwab & Co. makes no inquiry into use
of funds that they loan to custcoers, and they
do not Oloan it in the conventional sense of
individual "application;* a custinr of a
brokerage firm s ply writes-a-check against
his or her account, or simply askes that a
check be sent to him or her. The money could
be earmarked to pay for smuggling illegal ds-ugs
into the United States, for all the brokerage
firm knows, and if they were so informed of such
illegal purpose, they would probably be powerless
to deny the funds.

c. Mary E. Huerta's limit of interest in influencing
a federal election is documented at $500.00; if
she had a greater interest, and ability, she would
have contributed the maximum $1,000, but such might
be inconsistent with her financial posture. She
placed no restrictions on use of the $30,00 that
was borrowed by Schaefer, there is no evidence that
Schaefer could not have used the $30,000 to purchase
additional stock in San Diego Financial Corporation.
(Schaefer could not have used the $500 contribution
for personal securities investment, as he could
his loan proceeds against securities he then-owned).

J. The Commission is in error to view Friends of

Schaefer as a federal political coiittee; it is an account

that has been used for a multitude of ouroses; Friends of

Schaefer has donated $500.00 in scholarship funds to a



w

contest winner in Baltimore, Md., has contributed $1,000

to Mercy Hospital in San Diego, California, has provided

funds for a County of San Diego election. It is quite

different than a *Schaefer for U.S. Senate* Ccu ittee,

or any other entity having a federal indication in its

name. It was simply an earmarked account that Schaefer

would access if and when he desired funds to put into

a political campaign or donate to a charity. He could

have collapsed the Committee and spend its entire balance

on a vacation. His Trustee in Bankruptcy liquidated

the mortgage note and used it to pay administrative costs

of the bankruptcy, which have far exceeded the $671,142

not balance, to date. Schaefer could have expended

the $671,142 on his federal campaign, except for the basic

fact that it was not available cash, it was a term mortgage

note that did not come due until 1991. (It was prepaid by

DeMiranda in 1988 in connection with DeMiranda refinancing

of the apartments). One might say that Schaefer could

also have spent his home, car, and securities on the campaign,

having control over same(at that time, he has no control today),

but like the DeMiranda Note, these are not "cash assets".

K. There is no evidence that Schaefer accessed and

spent more than $5,000 on his campaign until July, 1986,

at the same time Statement of Organization was timely filed

by Schaefer, for himself, and for his one-man Committee.

There was no 'federal' nature or identification of any

of the "Friends of Schaefer" charitable account until
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July, 1986 when Schaefer withdrev funds from said account

and expended them on the July, 1986 Campaign, giving these

expended funds for the first time some federal characterization.

L. The $30,000 loan from Mrs. Huerta, and funds

received from Charles Schwab & Co. (and then still owingl

and funds received regularly from DeMiranda, were never

included on Schedule C as a political loan, because the

funds were not made for a political purpose and were not

restricted as to what would be done with them. If

Schaefer's fundraising efforts had produced any cash, he

might reasonably have used the $30,000 to payoff the Charles

Schwab & Co. margin account debit balance, or to purchass

more securities. The fundraising efforts proved minisal,

she he took funds out of his Charles Schwab account and

his personal co mrcial account(having the uerta $30,000)

and used these to pay his federal political campaign bills.

M. The General Counsel's Brief completely overlooks

the legislative intent evidenced by statements by Senator

Howard Cannon(D.Nev.) and Senator Prouty; they both indicate

that financing made according to some established standards

is not within the intended prohibitions. Money loaned on

worthless stock of a mining company, or against someone's car,

in amounts inconsistent with the 50% margin requirements

found in federal law(See GC Brief, top of page 10), are

what concerned the Congress.



Page 11 of GC brief discloses:

"Testiamony received from witnesses was unanimously

in favor of the granting of loans...if such loI=s
were made pursuant to applicable banking rules
and regulations".

Of course it appears that banks make loans pursuant to

applicable banking rules and regulations(50% of collateral

value), and the hazard that concerns everyone is the

prospect of someone making a candidate a loan against

valueless collateral, or for 90% of market value when

authorized federally-sanctioned lenders are stuck with

50% margin requireaent for aking securities loans.

Loans consistent with "banking rules and regulationsO can

be made by Charles Schwab & Co., and by Mrs. MUaerta, and

neither one of these sources need to obtain a Charter as

a National Bank to avoid prosecution.

Senator Prouty talks about:

'bona fiden bank loans.

It is submitted by Schaefer that the Couuission needs

to determine whether the funds obtained by Schaefer were

in "bona fide" amounts, terms, conditions, that are consistent

with what a National Bank would do. And they were.

N. The charges for filing to file subsequent reports

rise or fall based on whether Mrs. Huerta's 2nd loan to

Schaefer, after the $100,000 a few years earlier, was

a contribution intended to influence a federal election, or

was an unrestricted supplemental loan made to booste Yrs. Huerta's

interest-income beyond what she had been earning in CDs.

General Counsel doesn't think it makes any difference.
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The Trustee-gave the Cmsission full notice of

the bankruptcy Status in a July 3, 1989 letter to

Lawrence N. Hoble. Esq., General CoUMP0l making u

upon the Comission that it file a claim vitbiut 30 says

rights to Watdway amy potential ClaiM frcs the bankQP"

*sate. This wat not4Q , and the, CCimssoS •lis,

if any, to the extent they have legal basis, ai l discharged

by the bankruptcy. To allow otherwise would fly in the face

of strong and overriding Congressional intent in enacting

Title 28, the Bankruptcy Code, to give a debtor a "new life"

free of all claims. The debtor pays dearly for this; he gives-UP

all he owns but is also freed of the pressures that previously

drove debtors to suicide or to vanishing into society.

The Commission can look under every rock" in administration

of federal statutes, but it must be consistent, not selective,

must recognize good faith activity as opposed to knowing

violations, and must see that objects of its prosecution

have adequate counsel when they are indigent, as is Schaefer.



-811-

Furthermore, due process of law sandates that

in jurisdictions that compel misdemanor prosecutions

to be within one-year of alleged offenme, that quasi-

criminal/civil prosecutions of a non-felony nature also

be timely pursued, and to litigate in 1990, and 1991,

matters that could have been litigated in 1987, is

a denial of Schaefer's rights as set forth herein.

The Coamission should find that probable cause

does not exist as to either Schaefer, or his alter-ego

Friends of Schaefer.

Respectfully sum~ttede

1150 Silverafo, Suite (11
La Jolla, California 92037

Dated: May 29, 1990

Exhibits

A: Stock market quotation

B: Introduction to Michael Schaefer, who is currently a
candidate for County of San Diego office, whose campaign
has disbursed about $10,000 to date, of which $6,600 has
come from loans from various sources and of which
$3,400 has come from contributions from various sources,
and which would have been financed wholly by Friends of
Schaefer if the Committee were not liquidated in order
to pay attorney and accounting fees of the bankruptcy.

THIS IS EXHIBIT A:

EXHIBIT B: ATTACHED.



lPRi M A R Y* E L E C Tt ON U 6I'W-

Mi chaelSchaeer for County Supervisor.
ou know him He knows you

and-
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Ledershidp begins with Michael Schaefer.
* Former San Diego City Counilman
" Former Deputy City Attorney, City of San Diego
" Former member San Diego County's Board of Public Health
" LonUme member of MADD (Mothers Against Drunk Driving)
" IM Counsel for National Center

for Drunk Driving Control
" Organizer of several Kiwanis and

Toastmasters Clubs
" Civil Rights Advocate - Member NAACP
" Honorary Alumnus University of San Diego

San Diego neighborhoods represented in District 4:

SCollege GroveSDowntowm San Diego
BuEat San Diego

• Encanto
• Golden BiU
•E*11=4
* Keunsinn

" Llnda Vista
" Logan Heights
" Misson HuIs
* Mission Valley
" Morena area
" Normal Heights
" North Park

* Old TownSParadise Valley

* Serra Mesa
SSoutea San Diego
UiJlverslty HeIghts
*Uptown District
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Mike Schaefer
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MIOCHAEL SCHAEFER
for* COUNTY SUPERVSO

Leadership tomorrow...the future is now.
Why does Mik Schaefer want

to be your County Supervisor?
As a former city, county and
federal official, he knows how to
dive in and offer solutions to the
county's present Issues; not wade
through them knee deep.

Schaefer believes, "these
serious problems require new
leadership and a fresh look at
every aspect of our county's
operations."

The future is now and Mike
Schaefer offers solutions:
*A balanced budget A
reconstructed budget with
monies directed at tangible
county smues. The budget will
also correspond more to
population growth.
* Secure jalU Mike Schaefer will
find the needed monies in the
county's $1.5 bUllon budget to
escape-proof our jaLl

D ow WMlat irh As a
former member of the county@s
Board of Public Health, SchaWr
wil work with the County Grand
Jury to respond to 25
recommendatons to deter this
ongoing problem
* Fair shre of tax dollars. As a
supervisor, Schaefer will work
with state lawmakers to get our
fair share. He will lead county
efforts for a ballot Initiative to
force the state to treat
communities fairly.
* Make h inhheeds Sfe.
Schaefer will "cut through the
red tape", and work with
lawmake to enforce stronger
laws to make our neghborhoods
safe.
o Ilecycing brht~eeg pIlt
In an effort to aid the problem of
where to dump our trash,
Schaefr has proposed a

plan at thie Ol" Me sawt
pr"ish S llel esuomttha=t the PS mwIom nvenenmt
will turn a M1 milon annual
profit.

* Keep prepa .y Um e wn. If the
county' fla managers could
Invest Idle funds for short
periods at an humanof just 1%
in overall rate, the county would
receive $17 million In
mone to help e property
tazu down. Is this a Mike
Schaeferde Ye .

The election for County
Su vi bet Leon
W'Hims and MMke Schaefer wil

e decided June So 19N0. If
schaeer porb 50% pus one Vote
bwl be eected: Otherwise herle
will he a run-off In NO WhOIObw.
Your future is now, you decadie.
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August 29, 1990

Chairman
Federal Election Commission
Washington, D.C. 20463

It is this citizen's opinion that you do
a gross disservice to the American public when
you allow cases to remain open for more than
4 years. I would suggest that two years
should be an expectation and if you need additional
funding from the Congress to accomplish this,
I would appear and speak in favor of such.

My matter MUIR 2561 has been pending about
4 years, and I am timed of keeping hs active
file in mW office and want to reduce it to either
active litigation of a close-out.

Assigned staff counel, Sandra J. Dunham,
this date could not even assure me that it would
be resolved in 1990. When I spoke with her
July 25th, she definitely indicated that she'expects something sometime during August', but
today she indicated that these were my words,
not hears, and possibly they could be.

Criminal limitations periods in most all
jurisdictions are one year. Civil limitations
period for negligence is generally 1 year, and
for cases based on fraud or mistake 3 years.
Yet your matters, which are really a mixed-bag,
keep Respondents in the frying pan for more than
3 years, prejudicing us as to record keeping,
change in circumstances(I am in federal bankruptcy
now), death, new jobs, whatever. This itself is
a denial of due process of law.

I will reiterate these thoughts to you in
early 1991, and again in mid-1991, and semi-annually
thereafter, so long as this open matter burdens me.

MICHAEL SC ER
Treasurer, 'riends of Schaefer,
a former campaign generalcommittee

$OAX cf~Iow *ON 406Sm
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Septembr 20. 1190

Honorable Danny L. HaDonalds* Chairman
Federal Election Comission
999 a St.
Washington, D.C. 20463

Re: Wasteful Mailings -' - :;

Dear Mr. McDonald:
'Z

I have not had any nexus to a Federal campaign

since September. 1996. over 4 yeasr aMo, then X

was a aryland candidte. That campaign is still

pending-action by the Counission in a N.U.S Z.

But I continue to get the attached mailings,,

and ask that you put a stop to them, if you can:

1. Not having any federal activity since 1986,
I have nothing to Report, quarterly or otherwise,
and the "forms" you send me every 3 months go
into the wastebasket; a Termination report on
my 1986 campaign was filed years-ao;

2. Friends of Schaefer has long since been dissolved
and its assets seized by my Chapter 11 bankruptcy
estate, being 100% funds contributed by myself;

3. The fddress lable is off-the-wall. 723 St. Paul St.
is a Baltimore, Md. address, yet it appears on my
mailing label as some sort of extra, to my home
address in La Jolla, Cal.

For your information.

I would appreciate it very much if you woul see

that the mailings are terminated, and that the MUR is

reduced either to a (a)closed file or (b)litigation.

MICHAEL SCHAEFER



October 28, 1990
Sunday
SAN DIEGO OFIc

~, ~-

Lawrence Noble, General Counsel
FECWashington, D.C. 20463

Dear Mr, Noble:

What procedural steps can I take to light
a fire under _u, or the Comission?

I an eMrmmassed, annoyed, a"posd o,
prejudicso and -barrassedMI by your incion*

YOU b*Ve batd NOR 251Vpeding MoW for

I have -ofce 7 + o
Atan bi+l" t6 haw

files on A coe tha I lhave no id is
active or intactive.

Would you please go ahead and arrange for
in indictment, or civil action, or issue
a no-action letter?

I am a debtor in bankruptcy, made the best
offer I could with funds I didn't really have
but would get together, to settle it for $1000
a year ago. I have since had that $1,000
consumed by Luce .orward Hamilton & Scripps,
attorneys, in evaluating the files.

What would be your position if I filed a
matter in the U.S. District Court for an
Order declaring that there is no cause
for activity by your office and seeking
to enjoy further action(so I could throw-out
my files)??

The U.S.Supreme Court found me to be indigent
and granted In Forma Paperis status, filing of
typed rather than printed motion to reconsider,
in June of this year, in Gallego v. Schaefer, my
petition for writ filed 5-15-90, denied 6-28-90,
Schaefer v. Gallgo. I canot have your case linger
without you doing something definitive. Either way.
Please... .. .

Iw
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1. 3

On December 8, 1987, the Commission found reason to believe

that the Friends of Schaefer Committee (the "Comitte*') and

Michael Schaefer, as treasurer, violated: 2 U.S.C. $ 441a(f) by

accepting excessive contributions from Nary a. Ruerta and Jay a.

Defiranda; 2 U.S.C. S 441b by accepting a loan from Charles Schwab

& Co.; 2 U.s.C. 5 434(b)(8) by failing to continuously report the

debt owed to Mary R. Nuerta; and 2 U.S.C. S 434(a)(2)(A)(iL) by

failing to file a 196 Year OW Report. On March 15, 0 ,, ....the

Commission found reason to believe that the Committee a d icboel

Schaefer, as treasurer, violated 2 U.S.C. 55 434(a)(2)(5)(1)

and (1i) by failing to file a 1987 Mid-Year and 1987 Year 3nd

Report. On March 14, 1989, the Commission found reason to believe

that Michael Schaefer violated 2 U.S.C. S 432(e)(l) by not filing

a Statement of Candidacy when he exceeded the $5,000 threshold and

that the Committee and Michael Schaefer, as treasurer, violated

2 U.S.C. S 433(a) for failing to timely file a Statement of

Organization.

On April 24, 1990, the Office of the General Counsel sent a

brief to the Committee. In the brief, this Office recommended

that the Commission find probable cause to believe that candidate

Michael Schaefer violated 2 U.S.C. 5 432(e)(1) and probable cause



to beleve that the Committee and Michael Schefer as treaeuter,

Violated 2 U.S.C. SI 433a), 434(a)(2)(A)(iii), 4!4(a)(2)(0)(i)

and (ii), 434(b)(S), 441(f) and 44lb in connection with the ebewe

activity.

On June 1, 1990, this Office received Mr. Schaefer's response

to the brief. Attachment 1. in his brief, Schaefer argues that

the Commission should find no probable cause to believe against

either Michael Schaefer or Ohis alter-ego" Friends of Schaefer.

I. AMLTSKS (General Counsel's brief incorporated by reference)

in his response, Mr. Schaefer addressed some of the issues

presented in this Office's brief and raised some new arguments.

A. ContributIos

One of the issues Mr. Schaefer addressed concerns the nature

of the Committee. Pursuant to 2 U.S.C. I 431(2)(A), an individual

becomes a candidate when he or she receives contributions

aggregating in excess of $5,000 or has made expenditures in excess

of $S,000. Each candidate must designate, in writing, a political

committee to serve as his or her principal campaign committee

within IS days of becoming a candidate. 2 U.S.C. S 432(e)(1).

The committee is then required to file a Statement of Organization

no later than 10 days after designation pursuant to

section 432(e)(1). 2 U.S.C. 5 433(a).

Mr. Schaefer filed his Statement of Candidacy, which named

Friends of Schaefer as his principal campaign committee, on

July 17, 1986. The Committee filed a Statement of Organization on

July 23, 1986. The Commission found reason to believe that

Mr. Schaefer violated 2 U.S.C. S 432(e)(1) and the Committee



i4oited e'tion 433() because Mr. Schaefer made an assignment of,

$S71,142 (paid as monthly mortgage payments of $6,711.42) to the

ftimittee on February 28, 1.96, several months before either

document was filed.

In his response, Mr. Schaefer contended that Friends of

Schaefer vas not a federal political committee, rather it merely

was an account that was used (and continued to be used until it

was liquidated in bankruptcy) *for a multitude of purposes" such

as political campaigns and donations to charity. Attachment 1

at 6.1/ He also argued that the assignment of the monthly payments

rN. of $6,711 did not constitute political contributions. He made the

assignment for his *personal funding of his campaign."

Attachment 1 at 3 and 4. se further asserted that he did not make

expenditures from the account in excess of $S,000 for federal

activities until July 19S6. Attachment I at 7.

As discussed in the General Counsel's Brief, the $671,142

note constitutes Mr. Schaefer's "personal funds" and the monthly

payments were contributions by Mr. Schaefer to his own campaign.

1/ On July 17, 1987, Mr. Schaefer filed for bankruptcy under
Chapter 11, Title 11, United States Code in the United States
Bankruptcy Court in the Southern District of California. As
discussed ir a General Counsel's Report dated June 20, 1989
(recommendations approved by the Commission on June 23, 1989),
Mr. Schaefer has argued that the Commission is precluded from
pursuing any claims against him because the Commission was not
scheduled as a creditor in the bankruptcy proceeding. This
Office concluded at that time, and still believes, that the
Commission's claims against Mr. Schaefer were not ripe when the
time period for registering claims against the bankruptcy
estate expired.
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ttdm , mr. Schaeert confirms this as fact by his o # t

that he assigned the $671,142 to the account for 'hispet l

funding of his campaign' (emphasis added). Therefore, he has

admitted that he made contributions with the intention of using

the money for the purpose of influencing a federal election,

specifically the 1986 Republican primary for the U.S. Senate in

the State of Maryland. Consequently, Schaefer triggered the

threshold for filing as a candidate with the Commission in

March 1966. Mr. Schaefer therefore was required to file his

Statement of Candidacy within fifteen days and the Comittee was

required to file a Statement of Organization within ten days

thereafter.

Mr. Schaefer also disputes the Brief's characterization of

the 'funds supplied' by Jay R. De~iranda, Mary Nuerta and Chorls

Schwab & Co. as contributions, arguing they were not meant to

'influence an election to federal office." Attachment 1at 6.2/

He also argues that these funds did not have to be reported on

Schedule C of the financial disclosure forms because they were not

made as political loans. Attachment 1 at 8. This is not correct.

2/ Mr. Schaefer also argues that a candidate is denied "due
process of law and equal protection of the law" by the definition
of a loan as a contribution (and consequently subject to the
contribution limitations) merely because the loan was not made by
an organization listed in 2 U.S.C. 5 431(8)(B)(vii). Attachment 1
at 2 and 3. He contends that it "defies logic" to label a loan a
contribution if its source is not a bank. Attachment 1 at 4 and
5. In this regard, he asserts that the loans he obtained were
similar to "bona fide" loans that banks would make. Attachment 1
at 8 and 9. However, none of his arguments change the fact that a
loan is statutorily defined as a contribution. The $30,000 loan
he obtained from Mary Huerta and the $28,000 loan from Charles
Schwab & Co. clearly were contributions.



ftles8 Sctwab & Co. I* proibte asprt o~tbtin~~

the $0.500 from Mary tUferta is an excessive indidual

contribution. (As discussed in the General Counselts Brief, the

"471,142 from Jay a. Deoiranda was considered mr. Schaefer's

personal nosey.)
s. aoprtis,

The COmittee failed to file reports with the Coimission

after Mr. Schaefer lost his bid in the privery. 'r. schaeer

alleged that the General Counsel's position that the Cosittee
.must continue to. file is without foomotdion. Attachme t I at 4.

Dowevr, 2 U.S.C. S 4334d)( 1)unequivocally states that a

poliAtiCal eou4tt-t 0a61sy, tesna "ent It no longer is

receiving any cowtributiess and has so Otstandn# dobt&s or

obligations. The Coosittee still was receiving the monthly

contribution of $6,711.42 from Jay a. Deniranda and owed nary

Huerta $30,000. Mr. Schaefer therefore was instructed by the

Reports Analysis Division and later by this Office to continue

filing reports but he failed to do so.

C. Other Issues

Mr. Schaefer also raises various arguments concerning laches,

selective enforcement, the appointment of counsel for Mr. Schaefer

because he purportedly is an indigent due to his bankruptcy

proceeding, and the violations of his constitutional rights, but

they are all without merit.

There is no statute of limitations in a Commission



enforcement matter. The Actfs limitations provision, 2 U.s.C.

5 455t applies solely to criminal prosecutions. Since this is a

civil not a criminal proceeding, Mr. Schaefer is also not entitled

to an appointed counsel. Furthermore, the Commission already

considered the involvement of Jay R. DeMiranda, Mary Huerta and

Charles Schwab & Co. in this matter and decided not to pursue

violations against either of these individuals or the corporation.

These decisions were fully justified and not for improper motives

as Mr. Schaefer suggests. Finally, Mr. Schaefer has not

demonstrated that his constitutional rights have been violated.

See note 2, supra.

Accordingly, the Office of the General Counsel recommends

that the Commission find probable cause to believe that Michael

Schaefer violated 2 U.S.C. 5 432(e)(1) and probable cause to

believe that Friends of Schaefer and Michael Schaefer, as

treasurer, violated 2 U.S.C. S5 433(A), 434(a)(2)(A)(iii),

434(a)(2)(B)(i) and (ii), 434(b)(8), 441a(f) and 441b.

III. DISCUSSION OF CONCILIATION AND CIVIL PENALTY

Attached for the Commission's apptoval is a proposed

conciliation agreement with Michael Schaefer, as candidate and

Friends of Schaefer and Michael Schaefer, as treasurer.
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il M matter of

E"cae1o ScheferI as candidate;
V '1is of Schaefer and Michael Schaefer,
4s treasurer.

) ~uaa5el
)
)
)

CUE?! FICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commlssion executive session on

December 18, 1990, do hereby certify that the Coumission

decided by a vote of 6-0 to take the following actions

in I*M 2561:

1. Find probable cause to believe that Michael
Schaefer violated 2 U.S.C. S 432(e)(1).

2. Find probable cause to believe that Friends
of schaefer and Michael Schaefer, as
treaurer, violated 2 U.S.C. S5 433(a).
434(a)(2)(A)(iii), 434(a)(2)(8)(1) and (li),
434(b)(S), 441a(f) and 441b.

3. Approve the conciliation agreement and the
appropriate letter as recommended in the
General Counsel's report dated December 7,
1990.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

earjorie W. mmons
ecretary of the Commission

Date



EDERAL ELECTION COMMISStON
wA- W'tCWo oc JOW

December 27, 1990

Michael ShAhofor, Sequire3252 oliday Court, Suite 103
La Jolla, California 92037

RR: NUR 2561Michael Schaefer, as candidate
Friends of Schaefer and
Michael Schaefer, as
treasurer

Dear Mr. Schaefer:
On December 18, 1990, the Federal Election Cothat there Is probable.._ cas Election Counssion foundvlotatod 2 r sb caus, to believe that you, as candidate,t U.s..c. g 4 32(e)(1). On that same date the Commission,also 94u that there is probable cause to believe that Friends of•cb~.g~ (he C~itt~" *and yu, as trc"uuzec, violated2O9, 4)a, ) 434(a)(2)()(i) and (ii),434tbp(A)v 4414(f) riid 441b, provisions of thecasga Act of 19.71, as amended, In connection with information•" I ... = intb nnaaCe -r~e iCtenr acars of carrying outit ueiorr&OMpoibil Ities and information Supplied by you. I s Supervisory
The Comisason has a duty to attempt to correct suchviolations for a riod of 30 to 90 days by informal methods ofconference, Concilation, and persuasion, and by entering into aconciliation agreement with a respondent. If we are unable toreach an agreement during that period, the Commission mayinstitute a civil suit in United States District Court and seekpayment of a civil penalty.

Enclosed is a conciliation agreement that the Commission hasapproved in settlement of this matter. If you agree with theprovisions 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 theFederal Election Commission.



I you have ay q astlwW or . o Lot Sa t th
enclosed couciliattOn agreet, or i4 9o teb-t , avta Mye
meet ing In Connetiow wth a 1"ittsllysttetr cot
agreement, please contact sandra J. D , the staff Seaser
assigned to this matter, at (202) 37"r6200.

nclosure
Conciliation Agreement
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Phe. &Pa (619) 8.4750

LOS ANGES OFFICE:

SAN DIEGO OFFICE
December 29, 1990

Chairman ,
Federal Election Commission
999 E St NW
Washington, D.C. 20463

Re: Waste & Inefficiency in the
Operation of the Commission

If I receive another set of forms for filing
of reports from your office, I am going to file
a complaint with the office of my U.S. Senator
and Congressman as to inefficiency and waste
by the Commwission.

In 1986 I was a federal candidate in the
jurisdiction of Maryland, lost in the
September, 1986 primary, filed a termination
statement, and have had nothing to do with
fund raising or political expenditures in
any federal context for well over 4 years.

It is a gross imposition on my mailbox, my
files, and on the federal budget, for you
to be sending out 20 to 40 page sets of
documents that have no purpose.

If I don't get a call from someone about
this, to (619)558-4750, within the next
20 days, I will call to see what you are
doing about it. Turn-off the mailing machine!

SiC reE

M I CHA$ PEP

25 S. Grand Avenue, Suit 2006
Los Anpbs, Califrnia 90012
Inef . & Pax (213) 687-4638
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... &Ar P 53KPA1 cl&&Z c€niiTSK must file the Teint-tal ILepet.

i All finaeIal activity (met previeonly r~e d)re thteer

during the reporting period mst be iidlesd.

- -q

Candidate committees use iore 3 (enclosed). If the eampg has

mote than one authorised emAttee. the principal amaign

coinittee must also file a consolidated report on vots 35.

*aJeports sent by registered or certified mail viii be considece1

filed on the date of the U.S. postmark. Reports hand delivered

or mailed first class must be received by the filing date.

*0The period begins with the close of the last report filed by

the committee. If the committee has filed no previous reports,

S the period begins with the date of the committee's first

activity.
( over)
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Consult the instructions on the back of the Sumary Page of Form
3. Note State filing requirements also.

LMM
Comittees should affix the peel-off label from the envelope to
Line I of the report. Corrections should be nade on the label.

TRIAURERS OF POLITICAL CONITTES ARE RESPONSIBLE FOR FILING
ALL REPORTS On TIRE . FAILURE TO DO sO S 3022EC? TO 1OREwt 93NT
ACTION. COITTRES FILING ILL'GIBLE REPORTS OR USING NON-FEC
FORS WILL SE REQUIRED TO REFILl.

1991 REPOmTING SCE3MuLE

Xle-r 00/07 3 ~/31/91 07/31 ,

*Reports sent by registered or certified mail will be considered
filed on the date of the U.S. postmark. Reports hand delivered
or mailed first class must be received by the filing date.

FOR INFORRATION, Call: Information Services Division
202/376-3120 or 800/424-9530
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tn the latter of )

Michael Schaefer, as candidate NUR 2S61
Friends of Schaefer and )
Michael Schaefer, as treasurer )

GIN33L COMNSEL'8 SUtPORT

I. DISCsaUzou

On December 18, 1990, the Commission found probable cause to
believe that Michael Schaefer violated 2 U.S.C. S 432(e)(1) for
not filing a Statement of Candidacy when he exceeded the $5,000

threshold. On that same date, the Commission also found probable
cause to believe that Friends of Schaefer and Michael Schaefer, as
treasurer, violated the following: 2 U.S.C. S 433(a) for failing
to timely file a Statement of Organization; 2 U.S.C.

S 4 34(a)(2)(A)(iii) by failing to timely file a 1986 Year End
Report; 2 U.S.C. S 434(a)(2)(B)(i) and (ii) by failing to timely

file a 1987 Mid-Year and 1987 Year End Report; 2 U.S.C.
5 434(b)(8) by failing to continuously report a debt owed to an

individual; 2 U.S.C. S 441a(f) by accepting excessive

contributions from two individuals; and 2 U.S.C. S 441b by
accepting a loan from a brokerage company. Respondents were
notified of the Commission's actions by a letter dated

December 27, 1990, which enclosed the proposed conciliation

agreement approved by the Commission.

On January 4, 1991, the Office of General Counsel received a
letter from Mr. Schaefer dated January 2, 1991. Attachment 1.



~h~rfr.,this OffiCe rcjofo ds that the w~i~ r~
res9.adUat' Ctmktooftfr and AuthOrise heOfc t iea*,

suit for relief in the United 8tates District Cort against
Michael Schaefer, as candidate, and Priends of Schaefer and
Michael Schaefer, as treasurer.
IIx. !rcummzs

1. Reject the counteroffer of Michael Schaefer, *s candidateand Friends of Schaefer and Michael Schaefer, as
treasurer.

2. Authorize the Office of the General Counsel to file acivil suit for relief in United States District Courtagainst Michael Schaefer, as candidate, and Friends ofSchaefer and Michael Schaefer, as treasurer.



3. Approve the appropriate lter.

% v,

neral Coune l

Attachment
1. Response from Schaefer dated January 2, 19912. Response from Schaefer dated January 4, 1991

Staff Assigned: Sandra J. Dunham

veto
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NWRoR T2 rM3 AL XLBCtOw CORUZSS on

i0 the matter of )

Sichael Schaefer, as candidate; )
trtieds of 8chaefer and )
Rtchael Schaefer, as treasurer. )

CERTIFICATION

X, te1orie W. Emmons, recording secretary for the

federal Election Commission executive session on January IS,

1991, do hereby certify that the 
Commission decided by a

vote of 6-0 to take the folloving 
actions in MUR 2561:

1. Direct the Office of Goneral Counsel to

submit to the respondents a counterproposed
conciliation agreement and to

notify the respondents that if this offetr

is not accepted within ten days, that 
the

Commission vii proceed to the next stage

of the enforcement process.

2. Direct the Office of General Counsel to report

to the Commission at the conclusion of the ton

C day time period.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the 
decision.

Attest:

Date' HMarjorie W. Emmons

Secretary of the Commission
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F M~tAL-ULECT4ON COMMISSION

January 22, 1991

SOlidmy Court, It* 103
La Jolla, alifornia 92037

at: MUR 2S61
Michael Schaefer, as candidate
Friends of Schaefer and Michael
Schaefer, as treasurer

Dear Mr. Schaefer:

This letter is to cOtftim the Federal Election Comissionos
receipt Of the couter-proposed conciliation agreement you
s6ntted on Janary 2. 1991. On January IS, 1991, the Comission
r.7ed and rOJ*oted your counterproposal. In an effort to

WWV7 ti*-bever, the Comission appced a oeemid

While the Commission is still hopeful that this matter can be
settled through a conciliation agreement, please be advised that
in the absence of your acceptance of the enclosed agreement vithin
ten (10) days, the Comission has instructed the Office of General
Counnel to proceed to the next stage in the enforcement process.

Should you have any questions, please contact
Sandra J. Dunham, the staff member assigned to this matter, at
(202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement



In the Ratter of )

Michael Schaefr as candidateo ) NUR 2561
Irionds of Schaefer and Michael )
Schaefer, as treasurer I

ACORMBL" 8 RUPORT

I. CUO3Ng

On December 18, 1990, the Commission found probable cause to

believe that Michael Schaefer violated 2 U.S.C. S 432(o)(1). and

that Friends of Schaefer and Michael Schaefer, as treasurer,

violated 2 U.S.C. SS 433(a), 434(a)(2)(A)(iii), 434(a)(2)(l)(i)

and (ii), 434(b)(8), 441a(f) and 441b. On that same date, the

Commission approved a conciliation agreement





For the foregoing reasons, the Office of General Counsel

recommends that the Commission reject respondents' latest

counterproposal. Since it does not appear that the Commission

will be able to resolve this matter on favorable terms, this

Office also recommends that the Commission authorize the filing of

0% civil suit against respondents.

to") Ill. _3cOUT1N-M.TIS

U1 1. Reject the counteroffer submitted by Michael Schaefer,
as candidahte, and Friends of Schaefer and Michael
Schaefer, as treasurer.

2. Authorize the Office of General Counsel to file a civil
Isuit for relief in United States District Court agyalit

Michael Schaefer, as candidate, and Friends of Schaefer
and Michael Schaefer, as treasurer.

3. Approve the appropriate letter.

Date -nce M. Noble'-
.. -General Counsel

Attachments:
1. Response from Schaefer (dated Jan. 28, 1991).

Staff assigned: Sandra J. Dunham
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2n the matter of

utChae2 8caefer, as candidate;
Artndt of Schaefer and Michael

CbaMefer, as treasurer.

nu 2,61
)

CERTIFICATION

I, Marjorie W. Emons, recording secretary for the

Federal Election Commission executive session of

February 26, 1991, do hereby certify that the Commission

decided by a vote of S-1 to take the following actions

in MR 2S61:

1. Reject the counteroffer submitted by Michael
Schaefer, as candidate, and Friends of
Schaefer and Michael Schaefer, as treasurer.

2. Authorize the Office of General Counsel to file
a civil suit for relief in United Stt" ristrtict
Court against Michael Schaefer, as Iadat, and
Friends of Schaefer and Michael Schaefer, as
treasurer.

3. Approve the appropriate letter as recommended
in the General Counselts report dated
February 21, 1991.

Commissioners Elliott, Josefiak, McDonald, McGarry, and

Thomas voted affirmatively for the decision; Commissioner

Aikens dissented.

Attest:

M earjorie W. Emmnsons
Sretary of the Commission

Cx

Da't e



FWMAIL ELECTION COMMISSION
WAS"Nr4CtOk OC -VWj

March 4. 1*f

Michael Schaefer, Esquire
3252 Roliday Courts Suite 103
La Jolla, California 92037

RE: MUR 2561
Michael Schaefer, as candidate
Friends of Schaefer and Michael
Schaefer, as treasurer

Dear Hr. Schaefer:

You were previously notified that on December 18, 1990, the
Federal Election Commission found probable cause to believe that
you, as candidate, violated 2 U.S.C S 432(e)(1) and Friends of
Schatefe (the 'Committee*) and you, as treasurer, violated

434(b)(8), 441a(f) and 441b, provisions of the rederal tI.ct-t1ou
Campaign Act of 1971, as amended, in connection with t"-Lhe Vtiojed
matter.

As a result of our inability to settle this matter through
conciliation within the allowable time period, the Commission has
authorized the General Counsel to institute a civil action for
relief in the United States District Court.

Should you have any questions, or should you wish to settle
this matter prior to suit, please contact David K. FitzGerald,
Assistant General Counsel, at (202) 376-8200, within five days of
your receipt of this letter.

Sincerely, 7

Lawrence M. Noble
General Counsel
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UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT Of CALIaOMIA

FEDERAL ELECTION CONMISSION,
)

Plaintiff, ) Civil Action No,. 94030-1 (CH)
)

v. ) SATISFACTION O JUDMSS

FRIENDS OF SCHAEFR, l. ) al.
)

Defendantt. )

rnanwzvv FU ALMONSCIIO Pm zi

On April 7. 1992, the Court ordered a judpsut in the sun of

three thousand dollar ($3,000) against Nichael Schaeter and in

favor of the Commission and injunctive relief.

WHEREAS, the monetary portion of said Judgment has been paid

to the satisfaction of the plaintiff Federal Election Commission;

tcauwc a. NO0LE
arZcuamo m. ulADor
Associate General Cou66o1

STBPRNI a. 8SRSNKOWTS
Assistant General Counsel

FRANCISZKA A. NONAISKI
Attorney

roR THE PLAINTIFF
FEDERAL ELECTION CONNISSION
999 a Street NW.V.
Washington, D.C. 20463
(202) 219-3400
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0 ,4 . 41; tb Cis.on lkuthotties the Clerk o th Court
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3.pectfully submitted,

Rcd B. Befec
Associate General Counsel

Attorney

- r,-JJ(. iWU~~
Lawrence N. Noble (Q 4 \
General Counsel

// -

February I, 1994 ton Tax PLAINTIFF
FEDERAL EL3CTIO COUISSION
999 a Street9 N.W.
Washington, D.C. 20463
(202) 219-3400
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As*Miete General Consel

SZ 3. UMaSlOwi5S
Assistant General Counsel

FrAmCISZKA A. mONhSIW
Attorney

FOR Tug PLAINTIFFFUDIKIAL ELECTION COUISSZDION

999 3 Street, N.W.
Washington, D.C. 20463
(202) 219-3400

UNITED STATES DISTRICT COURT
FOR THE SOT 0i DISTRICT OF CALIFOiNIA

FEDERAL ELECTION COISSION )
)Plaintiff, ) Civil Aetion No. 9:

)) CERTIFICATE OF SERVICE

raiwmos or scnunAa, et . ))
Defonsa. )

I hereby certify on thel* day of February 1994, 1 caused to

be served by first-class mall, postage prepaid, a copy of the

Comission's notice of acknovledqaent of satisfaction of judgment

in the above-captioned litigation on:

Michael Schaefer
30S0 Rue D'Orleans #391
San Diego, CA 92110

Feb ruary 1 , 1994
raizka A. Monarski

Attorney

1-06S0-U (CH)
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