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" rriends of SBchaefer
{C00209213)
lltr land/Senate

1 Schaefer, Tre
mo ﬂua La Jolla"
La Jolla, CA 92037

2 u.s;c. g44la(f)
2. B.S.C. 5434 b) (8)
11 CFR 104.3(4)

ent Excessive cmutmn :

m mt nmma ‘that the $30,000 lcan 8C

' trom Mr. BSchaefer, in July of 1906‘(5“&“& L
Committee faliled to include a Schedule C in the report to
aueleu this loan.

A Request for Additional Information ("RFAI") was seant
to the Committee on September 30, 1986 regarding the 1986 12
Day Pre-Primary Report (Attachment 4). The RFAI roqmstcd a
Schedule C for the loan incurred durina the reporting ogox
and for clarification as to the ginal w®ource

candidate loan.

On October 15, 1986 the Committee submitted an Amended
12 Day Pre-Primary Report. The report included a Schedule C
which disclosed that the 1loan from the candidate was
borrowed from an individual (Attachment 5). Schedule C
showed that the individual, Mary Huerta, loaned Mr. Schaefer
$30,000 at 10% interest, due on demand, and secured by “500
shares (San Diego Financial Corp.) at a market value of $100
per share, Bid."

1/ This is the candidate's permanent address. The address

originally used for the campaign was 723 St. Paul Street,
Baltimore, MD 21202.




“‘::::n :l,ug::,%uuunttom
't‘il Anmended rimary Report (A chuent
o RFAI informed . Committee of the apparent
i \fitunln edntzlbuﬂm. m co-u:tn vas also advi d that
4f it bhad received an excessive contribution, : '

' refund the ezcessive amount to the contributor and noelty

the Commission in writing of the refund.

On October 31, 1986 a Reports Analysis Division analyst
received a phone call from Mr. Schaefer (Attachment 7). Mr,
Mredhdintnpomtommluntwhhmm
‘Aménded 12 Day Pre-Primary Report. He said he did not know
what was wanted, since he had disclosed everything. - The
analyst explained that the letter was sent to advise him of .
the violation and to give him an opportunity to clarify aay
- information he felt necessary. In addition, the analyst
~said that the candidate was considered an agent - of the
‘committee and that & loan from an individual was subject to
the Act's dollar limitations, which was $1,000 pu-wl, ct ;
The analyst told Mr. Schaefer that the matter would

uuttd to the otfiec ot General Counsel. WuNr.  Schae
Mr ouns pl.'ts ol’ﬂoh.% “wanted - the
;_ﬁﬂtﬂ: ulmul Q as quicuy as possible. . The ana

'Mr, Schaefer that she would get somsone to retura his &
. ‘Peter Kell, Jr., the Authoriszed Committee Branch :
" geturned MNr. Schaefer's call that same day. In  ‘the
‘conversation between MNr. Schaefer and Nr. Kell, lr._ B
-Subntet asked what action he should take, and ‘Mr. TEell

that Mr. Schaefer should write a letter to -the

Cmtuion explaining the matter.

On November 5, 1986 a letter addressed to Chairman Joan
D. Aikens was received from Mr. Schaefer (Attachment 8). 1In
the letter Mr. Schaefer stated that he did not agree with
the Commission'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 Commission's view that any transaction
involving him during the period that he was a candidate
should be viewed as acting as an agent of the Committee. He
says that "[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
period."

On January 20, 1987 a letter was received from Mr.
Schaefer (Attachment 9). Mr. Schaefer stated that he was




m 130 m mmn .uck lﬁilr ‘
Mar erta. Bmufoz utmm that it wvas @&
ial l.unlto-' a souroe of a “"prior lean or xuu. w
: “totut. and secured by listed securities.” &

On April 13, 1987 a letter addressed to the analyst was
‘mgnna from Nr. lchutu in which he stated that the m-n
"Mary Buerta is being paid 108 quarterly {nterest

" to semi-annual (Attachment 10). It ‘went On to m

;' $750 in interest was paid on April 1, 1987 from 'q
sonal business income, it being a business loan minu

" bank stock®.

'On April 23, 1987 Mr. Schaefer called in response to: ﬁ
Second Motice he had received regarding the 1986 October
' Quarterly Report (Attachment 1ll). He said that he had not
yet received word from the Commission about a decision m
the tm,m loan from Mary Huerta. The analyst informed him
that the matter would be referred to the Office of m

m 3

g Mailire ‘to ‘Continicusly Report Debts and/or’ oungagm
g i,u.s.c. uu(b) {8) and 11 CFR 104.3(4)

: The Committee's 1986 Octcber Quartecly Report tau.hl b
‘disclose on § @ C the $30,000 loan vhlchmzm
on the 1986 12 Duy Pre-Primary Report (Attachment 12).

On March 17, 1987 an RFAI was sent to the couu.m
regarding the 1986 October Quarterly Report (Attachment 13),
The RPAI requested that the Committee amend its report to
include a Schedule C for the $30,000 outstanding loan.

A Second Notice was sent to the Committee on April 9,
1987 for failure to respond (Attachment 14).

In a letter received on April 13, 1987 and addressed to
the analyst, Mr. Schaefer referred to the Commission's RFAI
concerning the dropped loan with "I don't have any forms and
do not understand balance of your letter (Attachment 10)."

On April 23, 1987, Mr. Schaefer called in response to a
Second Notice he had received regarding the 1986 October
Quarterly Report (Attachment 11). The analyst explained
that the letter sent to him had requested a current Schedule
C for the loan. Mr. Schaefer said that he had not made any
payments and that there were no changes to report. The
analyst said that he should still submit a current Schedule
(&
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A. JDN AIDMISIIG COMMITTEES AUTHORIZED BY THE CRPAIEN

A

411 reoorts filed have been reviewed.
Ending cash-on-hand as o€ 9/30/86: $13,734.16
Debts owed bv the Committee as 9/30/%6: $58.000

Debts owed to the Committee as of 9/30/86: $0
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FE0I RAL FLECTION ( (. AMISSION

WAVNNL e DO . @t

Nighael Scheefer, Treasurer

Priends of Schaefe:

723 8¢t. Pavul Street

Seltimore, WD 21202

jdentificetion Thmbdber: C0020921)

Reference: 12 Day Pre-Primery Report (7/15/06-8/20/86)

Dear Nr. Scheefer:s

This 1letter is prompted by the Commission’s prelist

ceview of the ctepocrt(s) referenced above. ™e review ‘.n

Questions oconcerning certain {infecmation ocontained
geport(s). An itemisetion followss

-Please provide totals for Lines é(a) throuwgh 10 en
Summery of youtr cepost.

=Please provide the Column B totels for the Summecy

Page and Deteiled Summacry Page.

=Your report Gcss not inclede a Schedele C. Certaia
informetion disclosed in yeur rcepost indicates that o
loen(s) showld be itemised oa Schedwle C. Please

provide the missing echedule.

-ifhen & committee rteports receiving a loan from
candidate, it is necessary to clnl!: vhether o¢
the cendidate used his/her ceonal

the
ot

unds or bocrowed

the money from & lending institution, or any other
source. If the candidate botrowed funds from & lending

institution or any other esource, plesse provide

the

name of the lending inetitution and the complete terms

of the loean.

i

novledas that fact 10 _an apendment to thi

ited

m ur T, e |apottan o note that

personal funde® (s etrictly d@efined Commisei

regulations and may be found in 11 CPR 10.10. Qa1

CPR 100.7(a) (1) and 104.3(4)) Fd

An amendment to ¥out original reportis) eonocun:.the above
problem(s) should be filed with the Secretary of the nate, 232

Nart Senate Office Building, Washington, DC 20510 within fifteen
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FEDERAL ELEC) rUN COMMISSION

Sehse) Schaeter, Tr
m“ u‘.‘m

Saltiscce, '® 21202

téentificaticn Wumbezs C0020921)

Reforence:s Amenfied 12 Day Pre-Primacy Bepoct (7/13/06-8/20/06)
Seats Nx. Bcheetler:s

T™his 1letter 1i» by the Commission‘’s mu-h::‘
teviow of the rceport(s) ceferenced adove. The review rai
Questions oconceraiag oertaia fafermation eoateinnd in the
gepoctis). Aa itemisetion lowe: :

=Schedule C of your repoct gtinent poction sttached)
disclosss & loan from the 'o”.ﬂﬂau vhich nn‘«n to
_ _lln, : hnr ozlg e from m&-m . m_

Conmission ohould bs aotified in writing
tefund {s mnecessary. In adéition, any refund
muﬂuadmmihdm"

and
e B of your mext geport. (2 U.8.C. $sédlala)
and (£))

The term ®coatribution® includes any 9ife,
subecription, loan, aédvence, or deposit of money or

ing of value made by any person for the purpose of
influencing any election for FPederal office.

H
)
£

If the ocontributions in guestion were incompletely or
lueouoeu{ gceported, you may wish ¢o oewbait
docementation for the pubdlic record. Please amend your
geport with the clarifying imformation.

Although the Commission may take further legal steps
concerning the acceptance Of excessive oontributioms,
prompt action by you to relfund the excessive amounts
will be taken into comsideration.
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At to your original report(s) correcting the above

odlen(s) eohould be filed with the Clerk of the Wowse of
_ ipresentatives, 103¢ Longwoeth Howse Office Bufldiag,
G Wasliington, DC 203513 withia fifteen (13) Gays of the date of
this letter. If you need assistance, plesse feel free to contact
w :,u.tz?‘l'l-!ra aunber, (800) 4€2¢-9330. Ny loocal aumber is

Sincerely,

| stesur

Rhobia Relly

Reports Amalyst
Repocts Analysis Division

TR K
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SUBIBCT: Respense to our RFAI ve: Wr. Scheefer’s 12-P Schedule C
PROM: Call from Wr. Michae! Schaefer

RAD Analyst, Rodbin Kelly

to our letter (RFAI) sent

he had disclosed everything and
t the Tetter ws sent in Ory
vielation and that we nees
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fference. 1 told him that wasa’

accepted

s of the Tiaitations as set forth 1in
matter wuld probadbly be referred to

He said he wanted to talk with them.
1ifornfa soon, and that he had busimess
to deal with the Commissfon. He said
he'd Yike the fssuve resolved within 10 days. 1§ told him that
that msn't possible. He said he would write 8 letter to the Commission
oddressed to the Chairman. He definitely didn't want this thing to
dreg on. He wanted someone to call him back. [ got his number.

Peter Kell, Jr., Chief of the section returned his call.
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& loan to your committee or to Sthe candidate aeting
as an agent of the committee"”.

involving me, ’ ®
views me as acting “as an agent of She ‘ %,
The realistic viev is that many busy Weiness and
professional people have severeal eapasities of Shedr
own, separate and apart from deing & Candidate for
a brief periocd.

$29,000

I3 nnu-ua!io:s of the §30,000, She
lender would not have the well secured Snterest-
income. And X'¢ Just dorrow it dack again to wee
for some property or securities investaent. The lean
of ogg.ooo was secured by ass of 500 shares of
San Diego Pinancial Corp. stock, treded OTC at §103 Bid.
the $100,000 lcan was secured by 1,500 shares of She same
stock. $he interest rete and eollsterd] is similar %o
that extended by & dank. :

Unless you have some facts to indieate Shat
a secured loan, to me, at current interest retes, fyrea
a source used in the past for sudstantial finaneing,
necessarily fnvolves ay aeting "as an agent of the
Committee"” should elese the files and g

ST It e b St ant s o fy
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still wmiting ferm
to Chmirman M D.

1963 detrer
un I.ll‘n

l!dlf'llll"ﬂﬂlllu --t Jg“

xrmmumununmummm.
T will be, wntid Jmm the adiress and
phone delow, after that b | ia Calif, for & WONth oF 0.

4513 ¥illard Ave.
M‘ Chase, N4. 19
(301)636-0056

I plan no additional filing for the adove

unless specifically requested to do s0; this tor

should suffice to declare that therezhaxha have been
no eontridutiens and no oxpensed sinse last filing.

NICHAEL
Treasurer, Priondd of Sehaefer
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MEMORANDUM POR FILES: TELECON

Response to Yoans obtatned by the candidate, Michael Schmefer

Po0M; Call received from Michael Schaefer

g0; RAD Analyst, Robin Kelly

MAME OF COMMITTEE: Friends of Schaefer - Senate/MD - (00209213

paTE: April 23, 1987

Mr. Schaefer called in response to the Second Notice he bad vecéfved: regarding
. the 1986 October Quarterly Report. He explained that he was not receiving his
ER mai] timely because he was not presently residing in Maryland. He asked that
"y  we use the La Jolla, (alifornia address as stated in his most vecent written
correspondence. Mr. Schaefer also said that he had wmot yet re ‘word from
o the Commission regarding a ruling on the $30,000 loan he had obtafied from; =
Mary Huerta. 1 told him that this was a matter that would be referred to Gur il
s Office of General Counsel. - Then he explained that the loan obtained ﬁ'ﬂ .fﬁ ; e
: Schwab & Co. was a 1oan from himself to himself and therefore he didn't see any
~  problem with the transaction. I told Mr. Schaefer that I would also have to
N - refer this matter to our Office of General Counsel for their interpretation. In
addition, I told Mr. Schaefer that our letter had requested that he amend his
e report to indicate the current status of the $30,000 loan. He told me that he
had not made any payments and that there were no changes to report. I safd, that
hlg regardless he should still submit a curvent Schedule C indicating the current
status of the loan. I asked Mr. Schaefer for a current phone number. He told
me that he could be reached at (202) 234-9643 for the next couple weeks.
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¢EDERAL ELECTION COMMISSION

WAV, 1t DL Il

nisheeld mtu. Tceasurer
Peiends of Scheefer

723 St. Paul Street
Saltisore, D 21202

Séantification Bumbex: C9020921)

mefetence: October Quarterly Report (8/20/86-9/30/86)
Deatr Nr. Schaefer:s

This letter i ompted by the Commission's elinine
seview of the upu(’:) referenced abowe. The m’:u nu-z
questions oconceraing certsin informetioa costained in
sepuct(s). An itemisation follows:

-On BSchedule C of T zepoct tlmt tion
sttached) gyou luelo.!... $26,000 ma Fu-

Schaefer which you state “is bocrowed fm s M!u
Schwab & Co. stockbrokers acOaat .

held .
‘sargin’ loan secered by verious stocks © ‘
aote that a lean other than that made by & ) ‘Dan
[ ] m«nx{ chartered depositoc tmim&q {inch

s wati teak) or a depositocy Iwmeti
deposits and accounts are iasered

by

Sepusit Inseurance Corpocation, the Pederal .ﬂ‘*’f“
Loan Insurence Corpocration, ocr the Credit Union
Adainistration (11 CPR 100.7(b)(11)] is comsidered a
contribution. The tera loan includes a antee,

endorsement and any other fora of security. llm
clarify the terms involved in this loan tramsaction amd
vhether or mot credit of any kind was exteaded to the
candjidate (acting as an agent of the committes) by
Charles Schwadb & Co. If the coatcibution (loen) in
question was incompletely or incorrectly reported, you
say wish to subait documentation for the peblic record.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited coatribution,
proapt action by you to ref the prohidbited amount
will be taken into consideration.

-Commission Regulations require the coatineous
teporting of all outstanding loans. This report Omits
the loan(s) itemized on your previocus ceport(s).




Please smand your temoct(s) to indicste the curreat
stetus of the foliswing lua(l:; $30,000 - Nichee)
Schaefez. (11 CFPR 104.3(d) and 104.1))

-Column B figures for the Summacry and Detalled Swmmar
Pages should equal the sum of Column B figuczes

youtr previcus repoct and the Colwan A figures of this
geport. Please amend your t to correct the Column
B discrepancies for Lime(s) 6(a), 6(c)., 7(a), 7(c) and
16 and any subseguent zeport(s) which may be affected
by this correction. Wote that Coluam B should reflect
the year-to-date totals for calendar year 1986 only.

An asendment to your ociginal tmn(o) cotcrecting the above
problen(s) should be filed with Clezk of the BNouwse of
Representatives, 1036 Longuwor th Bouse Ottice suilding,
Washington, DC 20515  within fifteen (135) days of the date of
this letter. If you need assistance, please feel free to comtact
a¢ on our toll-free number, (800) €24-93530. Ny local number is
(202) 376-2400.

Sincerely,

q [ ./'
Ltﬁ\ . G /
Robin ..n’l
Repocrts Analyst
Reports Analysis Division




Sdeatificetica Nuabder: C0020921)
Beferonce: October Quartesly Begect (8/30/86-9/30/96)
Dear Nc. .M“.

This letter is to fafers that as of w
Conniseion hes aot received o L el &"

efditiona) infermstion, dated “G‘-’u 27, 2987, et mee

dste of this motice, the Cemmission may shaese o i
ot legel caforcement actiea.

It you chould have any guestions releted %
plesse contact Robia Relly em eur tell-free aumber (000)
oc our local awmber (202) 376-2400.

Assistant Staff Bicector
Beports Analysis Pivision




Bi5 o s AR
- 999 B Street, in'.
Washingtoa, D.C.

PINGT GESEWAL COUMSEL'S EEPORT BE{,‘&*

RAD REF |87h~29 : M.
STAFF MEMBER: Anne WelsSenborn

SOURCE OF MUR: INTERNALLY GENERATRD
RESPONDREBNTS : FPriends of Schaefer Committee
Michael Schaefer, Treasurer
Mary E. Huerta
Charles Schwab and Co., Inc.
RELEVANT STATUTES: § 44la(a) (1) (A)
§ 44la(f)
§ 434(b) (8)
§ 434(a)(2) (A) (iii)
§ 441b
§ 104.11
INTERNAL REPORTS CHECKED: Priends of Schaefer Committee
FEDERAL AGENCIES CHECKED: None
1. CENEBATION OF MATTER _y
This matter was generated by a referral from the i&potgb,1
Analysis Division ("RAD") of information obtained during review
of reports filed by the Friends of Schaefer Committee ("the
Committee™). (Attachment 1)

II. FACTUAL AND LBGAL ABALYSIS

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 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 locan."

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
Ms. Huerta; indeed, a letter from Mr. Schaefer dated April 6,
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.




w3

2 U.8.C. § 441a(a) (1) (A) limits to $1,000 the amount ﬁhiéh‘l,
person may contribute to a federal candidate and his authorized
political committee with respect to any election. 2 U.S8.C.

§ 44la(f) prohibits candidates or political committees from
accepting contributions in excess of the limitations. 2 U.S.C.

§ 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. § 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 B.

Buerta. 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. § 101.2 when obtaining Jloans
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.




§'0(1a(£) by accepting an excessive contribution from Mary E.

fuerta and that Ms Buerta violated 2 U.8.C. § 44la(a) (1) (A) by
making an excessive contribution to the Committee. 1/

B. Pailure to Report Loan in Continuous Fashion

2 U.S.C. § 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. § 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. 1In 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.

This Office recommends that the Commission find reason to
believe that the PFPriends of Schaefer Committee and Michael
Schaefer, as treasurer, violated 2 U.S.C. § 434(b) (8) and
11 C.F.R. § 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."




C. $268,000 Loan

Also noted in the RAD referral is a second loan of $28,000
disclosed on the Committee's 1986 October Quarterly Report as
received on September 2, 1986. Again, 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%)." (Attachment 2)

In his April 6, 1987 letter, Mr. 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,

-

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

L 8

least $30,000 (which would cover the $28,000 ....)"
(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.
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Mr. Schaefer argues in his letter of April 6, that the funds

taken from 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. § 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 froa 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. Schaefer's stock used as security.

2 U.S.C. § 441b(a) prohibits any corporation from making a
contribution or expenditure in connection with any election to
federal office. 2 U.S.C. § 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 [federal
office].

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 campaign; {.e., that
the funds used, as opposed to the security used to obtain those
funds, were not personal asgets 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 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.
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. § 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.




D. Receipt of Interest Payments
During the course of analyzing the information referred by

RAD in this matter, this Office has identified an additional
apparent violation. 1In 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. (Attachment 3). RBach 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 Committee on its $671,100 mortgage owned, 128% due
1991, secured by Los Angeles apartment bldgs." The Pre-Primacry

ngpoit. the Committee'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 $60,000 approx.® for
the aggregate year-to-date payments received from Mr. DeMiranda.
2 U.S.C. § 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
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Advisory Opinion

considered contributions subject to the Act."

1986-14. See also Advisory Opinions 1983-2 and 1979-17. 1In the

present situation, the Committee apparently received interest

payments totaling approximately 353.2893/

on a commercial

property during the primary campaign in which Michael Schaefer

was a candidate, the primary election in Maryland having been

The Schaefer campaign was not in the

3
process of terminating at the time these payments were nade.-/

held on September 9, 1986.

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. § 44la(f) by accepting

excessive contributions from Jay R. DeMiranda. This Office also

recommends that the Commission find reason to believe that Jay R.
DeMiranda violated 2 U.S.C. § 441la(l) (A) by making excessive

contributions to the Priends of Schaefer Committee.

= B. Failure to FPile Report

2 U.S.C. § 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..
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the Reports Analysis Division, the Priends of Schaefer Committee

has never filed a 1986 Year End Report. Therefore, this Office
recommends that the Commission find reason to believe that the

Priends of Schaefer Committee and Michael Schaefer, as treasurer,

violated 2 U.S.C. § 434 (a) (2) (A) (iil).

Pind reason to believe that the FPriends of Schaefer
Committee violated 2 U.S.C. §§ 44la(f), 441b, 434(b) (8) and
434 (a) (2) (A) (iii).

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

O Mary E.
o § 44la(a) (1) (A).

-
}?cv 3¢ Find reason to believe that Charles Schwab and Co., Inc.,
: violated 2 U.S.C. § 441b.

4. Find reason to believe that Jay R.D. Miranda violated

Approve the attached letters, factual and legal analysis,
subpoenas to produce documents and orders to submit written
answers. ;

Ny
(/‘; %Zg;)

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)
. Letters (4)




FEDERAL ELECTION COMMISSION

WASHINGTON D ( _0dnt

MEMORANDUM TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/SUSAN GREENLEE S(‘o
DATE: December 3, 1987

SUBJECT: OBJECTION TO RAD Ref. 87L-29: First General
Counsel's Report

H

signed Nov.30, 198{

The above-captioned document was circulated to the

b
g

Commission on Wednesday, December 2, 1987 at 11:00 A.M.
Objections have been received from the Commissioners

as indicated by the name(sg) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thcmas

This matter wil. be placed on the Executive Session
agenda for December 8, 1987.
Please notify us who will represent your Division

before the Commissicn ¢on this matter.




BEFORER THE FEDERAL ELECTION COMMISSION

In the Matter of

Micahel Schaefer, Treasurer
Mary E. Huerta
Charles Schwab and Co., Inc.

RAD Referral #87L-29 (muﬂ lﬁbh

)
)
Friends of Schaefer Committee )
)
)
)

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of December 8,

1987, do heredby certify that the Commission decided by a vote

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

Referral $#87L-29:

c s Open a Matter Under Review (MUR).

wn e Find reason to believe that the Friends of
Schaefer Committee violated 2 U.S.C.

§§ 44la(f), 44lb, 434(b) (8) and 434 (a) (2)
(A) (111) .

Find reason to believe that Mary E. Huerta
violated 2 U.S.C. § 441a(a) (1) (A).

Take no action at this time with respect to
recommendation number 3 contained in the

General Counsel's report dated November 30,
1987.

{continued)



Pederal Election Commission
Certification for RAD Referral 87L-29
December 8, 1987

Take no action at this time with respect to
recommendation number 4 contained in the

General Counsel's report dated November 30,
1987.

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.

Commissioners Aikens, Elliott, Josefiak, McDonald,

" McGarry, and Thomas voted affirmatively for the decision.

T

Attest:

R

Marjorie W. Emmons
Secretary of the Commission

N
N
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Dacesber 29, 1987

TED

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

RE: MUR 2561

Dear Ms. Huerta:

On December 8 , 1987, the Federal Election Commission found
that there is reason to believe you violated 2 U.S.C.
§ ‘44la(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.

Under the Act, you have an opportunitv to demonstrate that
no action should be taken against you. You may submit any
factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such
materials along with your response to the enclosed Subpoena 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.




' Letter to Mary E. Huerta
Page 2 1

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

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. 1In 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. §s 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.

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

Sincerely,

Scott E. Thomas
Chairman

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




" MUR 2561

TO: Mary E. Huerta

1613 Breezewood Drive

Las Vegas, Nevada 89108

Pursuant to 2 U.S.C. § 437d(a)(l) 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 docunents 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 15 days
of your receipt of this Order and Subpoena.

WHEREFORE, the Chairman of the Federal Election Commission has

hereunto set his hand on this Z2/#& day of , 1987,

-

Scott E. Thomas, Chairman
Federal Election Commission

Marjorie W. Emmons
Secretary to the Commission

Attachments
Questions ( pages)
Document Request ( pages)
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ﬁ'?lonsc ptoﬁuec the following documents:
'All doeulontl related to the $30,000 loan obtained from you

by Michael Schaefer in 1986, including, but not limited to,
the loan agreement, the terms of payment, and all
correspondence.

Copies of the front and back of all checks written by you to

Michael Schaefer and to the Priends of Michael Schaefer
Committee in 1986.

Please answer the following questions:

1.

7 4

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

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

Did you make a contribution to the Friends of Schaefer
Committee in the amount of $500 in July, 19862 If yes, what
wags the date of the contribution?

When did you first learn that Michael Schaefer intended to

become, or had become, a candidate for the United States
Senate?

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 Priends of
Committee.
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' RESPONDENTS: —Mary E. Huerta MUR: 2561

Reports filed by the Friends of Schaefer Committee ("the
Committee”™) 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 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
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




1986 October Quarterly Report, did not include a repayment to

f!i;i!uoiiazfﬁﬁgcid. a letter from Mr. Schaefer dated April 6,
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 repny-ent
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. § 44la(a) (1) (A) limits to $1,000 the amount which
person may contribute to a federal candidate and his authorized
political committee with respect to any election. 2 U.S.C.

§ 44la(f) prohibits candidates or political committees from
accepting contributions in excess of the limitations. 2 U.S.C.

§ 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. § 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.
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? fluottlfv,lidgtibnal information is needed regarding Ms. Huerta's

'Wknouledqoéati:_Schhoter campaign and her intent to benefit that

‘ campaign at the time of her 330.006 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.P.R. § 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.S5.C. § 44la(a) (1) (A) by making an excessive contribution to

the Priends of Schaefer Committee.
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' FEDERAL ELECTION COMMISSION
" WASHINGTON, D C 20463

Michael Schaefer, Treasurer
Priends of Schaefer

8840 Villa LaJolla Drive, $112
LaJolla, CA 92037

MUR 2561
Dear Mr. Schaefer:

On December 8 | 19387, the Pederal Election Commission found
that there is reason to believe the Priends of Schaefer ("the
Committee®) and you, as treasurer, violated 2 U.S.C. §§ 44la(f),
441b, 434(b) (8) and 434(a) (2) (A) (iii), provisions of the PFederal
Election Campaign Act of 1971, as amended ("the Act"), and

11 C.P.R. § 104.11. The PFactual and Legal Analysis, which forued

a basis for the Commission's finding, is attached for -your
information.

Under the Act, you have an opportunity to demonstrate that
no action should be taken against 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.




lfbottot to niehael Schaefer
“"Page 2

I! 'you are interested in pursuing pre-probable cause
conciliation. u should so request in writing. 8See 11 C.P.R.
sV111.1e(a).-'§;on teceipt of the request, the Office of the
General Counsel will make recosmendations to the Commission

" either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.

Purther, requests for pre-probable cause conciliation will 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
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. §s 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.

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

Sincerely,

B ans”

Scott E. Thomas
Chairman

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




MUR 2561

PN N

ER 1O SOINIT W
- 70: Michael Schaefer, individually and as treasurer

Priends of Schaefer Committee

8840 Villa LaJolla Drive, #112

LaJolla, CA 92037

Pursuant to 2 U.S.C. § 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 15 days

of your receipt of this Subpoena and Order.

WHEREPORE, the Chairman of the Federal Election Commission has

hereunto set his hand on this 27# day of M , 1987.

—

Scott E. Thomas, Chairman
Federal Election Commission

Marjorie W. Emmons
Secretary to the Commission

Attachments
Questions
Document Requests




‘aso provido answers to thc Eemluving qnestiona:

" When did you first request that Mary E. Huerta make a loan
j to you of $30,000 which in turn lent to the Priends of
‘schaalot Committee in July, 1986. i

© Por uhaeﬂttated purpose did you request the $30,000 loan
from Ms. Huerta?

‘Has the $30,000 loan from Ms. Huerta been repaid? If so,
state the date(s) and amount(s) of repayment.

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?

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.

On September 2, 1986, how much of the funds in the margin
account which you maintained with Charles Schwab and Company
represented monies which you had deposited therein and how
much represented monies borrowed against stock?

When and from whom did the Committee acquire the $671,000
mortgage secured by Los Angeles apartment buildings cited 1n
the Committee's reports to the Commission.
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7”#1&-:; ptoduce the follawlnqsdoéuiahts:
- 1. '5&11,doeuncntl related to the $30,000 loan obtained by

‘Michael Schaefer from Mary E. Huerta in 1986, including nny

“-Ioan agreement, terms of payment and all related
corretpondene. between the parties.

All documents related to the loan used to make a $750
interest payment to Mary E. Huerta on April 1, 1987,
including any loan agreement, terms of payment and all
related correspondence.

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.

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.

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

Copies of checks received by the Committee from Jay R.
DeMiranda as payments of interest on mortgage.




- In answering these intecrrogatories and requests for
)xoduction of documents, furnish all documents and other
nformation, however obtained, including hearsay, that is in

possession of, known by or otherwise available to you, including
documents and—information appearing in your records.

: Bach answer is 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
gseparately 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. Bach 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. 1Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.




‘ For the purpose of these discovery requests, including the
. instructions thereto, the terms listed below are defined as

T s

" followss . . -

'!ho'Coi-dttcc' shall mean the Friends of Schaefer
Committee.

*you®” shall mean Michael Schaefer individually and as
treasurer of the Friends of Schaefer Committee.

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

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and records of every type
in your possession, custody, or control, or known by you to

O exist. The term document includes, but is not limited to books,

letters, contracts, notes, diaries, log sheets, records of

telephone communications, transcripts, vouchers, accounting

o statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,

reports, memoranda, correspondence, surveys, tabulations, audio
~and video recordings, drawings, photographs, graphs, charts,

diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"Identify"” with respect to a document shall mean state the
nature or type of document (e.g9., letter, memorandum), the date,
if any, appearing thereon, the date on which the document was
prepared, the title of the document, the general subject matter
of the document, the location of the document, the number of
pages comprising the document.

95043685

"Identify" with respect to a person shall mean state the
full name, the most recent business and residence addresses and
telephone numbers, the present occupation or position of such
person, the nature of the connection or association that person
has to any party in this proceeding. 1If the person to be
identified is not a natural person, provide the legal and trade
names, the address and telephone number, and the full names of
both the chief executive officer and the agent designated to
receive service of process for such person.

"And" as well as "or”™ shall be construed disjunctively or
conjunctively as necessary to bring within the scope of these
interrogatories and requests for the production of documents any
documents and materials which may otherwise be construed to be

out of their scope.




RESPONDENTS: FPriends of Schaefer Committee : MUR: 2561
Michael Schaefer, as treasurer

A. $30,000 Loan

Reports filed by the Friends of Schaefer Committee ("the

Committee®) with the Commission included information concerning a

P e B

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

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

sl

apparently made possible by a loan which the candidate had

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

e v i A R

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
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

1986 October Quarterly Report, did not include a repayment to
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us;'nuc:tdtfihdooc, a letter from Mr. Schaefer dated April 6,

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. 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. § 441a(a)(l)(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.

§ 441a(f) prohibits candidates or political committees ftoﬁ
accepting contributions in excess of the limitations. 2 U.S.C.

§ 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. § 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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"ﬁﬁéa.paigngaﬁgthc time of her $30,000 loan; however, the fact that

she made a 9900 contribution in July, 1986, provides a basis for
-assuming knowledge on her part of the campaign at the time cf the
$30,000 transaction. Given the candidate's status as an agent of
the Committee pursuant to 11 C.F.R. § 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. § 44la(f) by accepting an excessive
contribution from Mary E. Huerta. 1/

B. Failure to Report Loan in Continuous Fashion

2 U.S.C. § 434(b) (8) requires that a political committee
report the amount and nature of outstandinj debts owed by the
committee on each report required to be filed. Pursuant to
11 C.F.R. § 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
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.

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."




™

! There is reason to believe that the Priends of Schaefer
r
Committee and Michael Schaefer, as treasurer, violated 2 U.S.C.

§ 434(b) (9).

C. $28,000 Loan

A loan of $28,000 was 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

R i i g1 1 S

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, Mr. 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




iatendi"etodit'toi the remainder at the going rate of interest. -

erasché:SQr-argues in his letter of April 6, that the funds:
- taken from ﬁis 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. § 110.10(1) and (2) define "personal funds" of the
candidate as any assets which e« « « 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. Schaefer's stock used as security.

2 U.S.C. § 441b(a) prohibits any corporation from making a
contribution or expenditure in connection with any election to
federal office. 2 U.S.C. § 441b(b) (2) defines "contribution or
expenditure® to in~lude "any direct or indirect payment,
distribution, loan, advance, deposit or gift of money . . .

any candidate, campaign committee, or political party or




drgauizigiénf in connection with any election to any [federal

officel. . ,

The use of the terms "security®™ and "interest® on the
Committee's 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
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 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.

§ 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




-1- ...

fthoao tecolpte is tepo:ted as being for nonthly interest on
:-o:tgage: they are included on the reports® detailed lu-aty
pages as "other receipts.” On the Schedule A attached to the
Ociobet report, the statement is made that "these are monthly
interest payments received by Committee on its $671,100 mortgage
owned, 12% due 1991, secured by Los Angeles apartment bldgs."
The Pre-Primary Report, the Committee's first, contained on the
detailed Summary Page the statement “"Committee holds $671,142
mortgage (128 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. § 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 Pederal
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
considered contributions subject to the Act." Advisory Opinion
1986-14. See also Advisory Opinions 1983-2 and 1979-17. 1In the
present situation, the Committee apparently received interest
payments totaling approximately $53,2893/ 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
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' was afhﬁ%@i@"to{dﬁho ptiil:y‘election in Maryland having been
'held'éﬂ siﬁéégﬁiti9;41906."!he Schaefer campaign was not in the

3
‘process of terminating at the time these payments were nude.'/

There is reason to believe that the Friends of Schaefer
Committee and Michael Schaefer, as treasurer, violated 2 U.8.C.
§ 44la(f) by accepting excessive contributions from Jay R.

DeMiranda.

E. Failure to File Report

! 2 U.S.C. § 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
the Reports Analysis Division, the Friends of Schaefer CO-nittee
has never filed a 1986 Year End Report. Therefore, there is
reason to believe that the Priends of Schaefer Committee and
Michael Schaefer, as treasurer, violated 2 U.S.C.

§ 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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January 9, 1988

FPEDERAL ELECTION COMMISSION
" WASHINGTON, D.C.

RE: Friends of Schaefer Committee
Michael Schaefer, as treasurer
Pactual and Legal Analysis
MUR: 2561

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

It contains all kinds of possible and feasible
violations of federal, but completely ignores common
sense, citizens presumption of innoceice, and the
real life situation evidenced by the Commission's
information at hand.

1. For a retired person hcldint‘f %200;.000""!:‘0'

increase an existing $100,000 lcan te $130,000

loan, at market rates of ineereat, thus prowviding

a much greater income(10%) than she would otherwise
earn from a Certificate of Deposit in some bank (6-7%),
is a prudent and reasonable act. To suggest that
because the person, the mother of Michael Schaefer's
longtime friend and client, 4id somethinag as a
'contribution' because she was aware of the campaign
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

neople everywhere like to make secured loans on

homes, avartments, and sometimes stock collateral,

for returns that are usually 50% areater than any
financial institution would pav. For everyv $1.00
loaned, she was holding $2.00 in marketable securities.

2. The campaign 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 Citv Council campaian, and some may

be used in a 1988 Countv Suvervisor or Citv Attorney
campaign in San Piego, Calif., then again, they may
merely be left to accumulated. They are listed and
treated as personal capital of Michael Schaefer in

his bankruptcv proceeding, Case No. 87-05174-LM11,
now pendina(since July, 1987) in Southern District of




<38 ﬂﬂ.‘lpt of $6,711 mf:hl ,

‘ __*qwly ‘are not tumnthm of fodera ; th

" ‘There is no basis to expect Michael SQh-t!er to go
trhough life filing cuarterly or annual reports
with the Federal Election Commission, when the
federal election has come and gone, and there are
no federal jurisdictional contacts on the horizon:;
the issue of reporting would be with city, county,
and/or state offices, should there arise a local
government campaign utilizing such funds. There
is a question whether such funds can be used
for anything without leave of the federal bankruptcy
court, or whether thev remain subject to actions
by unsecured creditors, of whom more than $2,000,000
exist. These are not issues that the Federal
Elections Commissions is expected to, or is prepared to,
respond to, except on some make-work mission. Seeing
the quantity of workload evidenced by periodic mailings
of a FPEC newsletter, it is clear that ongoing current
federal campaigns provide an abundance of potential
violations and cuestions needing resolve, and that
subject campaign, which began and® ended 2 vears ago,
is not part of that. There is no grounds to suagest
a continuing reporting. The matter is closed. Until
and unless Michael Schaefer becomes involved in some
federal campaign, 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
are not personal funds subject to discretionary political,

charitable or other use by Michael Schaefer, thus not
reachable by his creditors(persenal), the PEC is invited
to do so.

3. The $28,000 'loan' by Michael Schaefer to his
campaign, from his brokerage account, is similar to
a loan from a PDIC insured bank, except that it

is of necessity on a secured basis, not to exceed
50% loan-to-market value, and only some securities
cualify for such financing. If there arxe 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, perhaos limitinag 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 Friends 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 quarter ending December 31, 1986, 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 culpabilitv on the part of Friends of Schaefer, or

Michael Schaefer.
Respectfully, MI '!SC ER




{| DOCUMENTS REQUESTED
1. Documents relating to $30,000 loan from Mary Ruerta.

Attached is copy of the 1986 note. I had no correspondence
with Mrs. Huerta. Her son attended high school same time I diaq,
different schools, but we were in Kiwanis sponsored Key Club
together. I later became Best Man at his wedding, and some 20
:yeats later was his divorce attorney. Mrs. Huerta and I have

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

O ® N O A WN -

| attorney and friend. 1I've met her, but her son handled all her

-t
o

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

-b
-

Huerta held shares in

7

\
w-db
N

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

=
W

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

52

b
H

$i ]

son is identified as "consultant®™ on the note.

-
(4]

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

-::w
o
™

b
(<]

gxnterest payment.

There are no documents other than the note referred to

N 4
®

iin Request #1, above. The $750 was not 'borrowed®' but was
i

o)
-
©

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

o
N
o

ﬁand disburee monthly.

14
2 3. All documents related to the $280,000 loan from Charles Schwab & Lo

22

23gzsee if there are loanable funds(that the value of the securities
24{15 such that existing loan, if any, is less than 50% of securities
25§%then-current value). If there are, a check is promptly sent upon
26iforal request. I can obtain a copy of my monthly brokerage statement

There are no documei ts, just a phone call to the broker to

27
| that would indicate the check being issued to me, if you wish, and
28 |
i indicate the date the funds were disbursed to me.

Or I probably can find it from my own record search.




4. Copies of all statements for the margin account I have
with Schwab for period 7/1/86 to 1/31/87 are attached.

| S. All documents relating to the $671,000 mortgage.

Attached is a copy of the current interest payment, to

i indicate what these look like. The only other documents are

| the deed of trust & note executed by DeMiranda, and my assionment

{ of same to Provident Bank. Those that I have in my file are

2
3
4
5
6
N
8 | attached.
9

6. Copies of checks received by the Committee.

The only check I have is original check for current payment.

-
o

Mr. DeMiranda has his other checks, all cancelled check, and I

-h
-h

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

-h
N

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

-
w

check stubs. 1In fact, until recently, the checks were sent

-l
I

directly by DeMiranda to Provident Bank and I had no contact with

-
(4]

them, except for a monthly deposit into the Friends of Schaefer

b
o

account., statement for same béing sent to me. Attached is

-
-

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

-h b
©0© o

SPECIAL NOTE

S

N
-

I have today searched my 1986 federal tax records and can

find only the following brokers account statements for the

lcited period, 7/1/86 to 1/31/87, and attach same; this is

my specific authorization to Charles Schwab & Co., Inc. to

provide to the Federal Elections Commission copies of any and i

all 1986 documents relatinag to my account or i
I
!

N NN
H W N

any other account in my nme with any office, including the
Baltimore, Md. office. . Schwab statement, period ending 1/31/87
! . Schwab statement, period ending 12/31/86|
I Schwab statement, period ending 10/31/86|
26 | . Schwab statement, period ending 9/30/86
| . Three Jack White & Co. statements
271 for periods in 1986.

N
42

28\Executed under penalty of perju j Oth day of Jan., 1988,
jat Ssan Diego, Calif.
MICHAEL SC ER
aka JOHN M. SCHAEFER




DEMAND NOTE
(Principal due on demand, interest paid periodically)

September 18, 1986 as ¢

San Diego, Calif. S August 10 19 86
amount owed City and state where note signed date :

ON DEMAND for value received, the undersigned (jointly and severally) promise(s) to

; MARY HUERTA
pay to at

name of payee(s)
1613 Breezewood Dr., Las Vegas, Nevada 89109

address of payee
| 2Thirty Thousand and no/}iars ($_30.000.00 wijth interest from date at the rate of

, thesum of

Ten percent (_1_%) per annum. Interest shall be payable ___Semi-annual

commencing b, 5o for 4 mo. of 1980 (ST oYY /10 .

» 19 12/10/86)

a?d semi-annual thé“x‘haﬂ:et by June 30 and Dec. 3l.
Should suit be commenced to enforce payment of this note, | promise to pay such

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.

Pl o

name of payor name of payor
MICHAEL SCHAEFER

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

8840 Villa La Jolla Dr., #1112, La JolIa, Cal. 92037

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

/ 7
cc: F.A.WALDEN, Consultant 4 /e7 Fhw MMM’

inf, /’/4)3/3/, 6fs0 §/z0, 12/3,)
gq‘“ { @750




D& MIRANDA MANAGEMENT
post olfice box 3189
torr . W:}?-GJGO

" Pavee: FRIENDS OF SCHAEFER
Asount: 6., 711.42 Acct 8t 9210 - DEBT SERVICE
Check Total: 6,711.42
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anuary 10, 1988

8040 Viia La Jola Deive, #112
La Jofia, Celllownia S80S7
o)

Scott E. Thomas, Chairman

*Pederal Election Commission
*Washington, D.C. 20463

Re: MUR 2561

Request is made that no certified mailings be
made to me, simply because I am generally not available
to sign for them and have no secretary, wife or assistant
at the above address. It happens that your December 29th
mailing was simply left for me, perhaps because the postman
was negligent, or perhaps because he knows that if a yellow
slip is left, it may be a week or two before I can
getito the central postoffice during business hours to obtain
an item,

This letter serves to support a ‘no action' res zonse
by the Committee. Tf the Cammittee would prefer tha

simply repay Mary Muerta the $30,000 loan, T would do that;
exceépt I am currently in Chapter XI fedewal bankruptoy
proceedings and may have to obtain leave of the bankruptcy
judge to make an accelerated payoff to even a secured creditor
(as is Mary Huerta).

I expect to be in Washington, D.C. the last week in
March, and would be available to appear before the Commission
or confer with staff, should that be feasible. Y 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 Y 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 exvect that Pederal Election Commission 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 vage for my response.

Si}‘ﬁewf\
MICHAEL SCHAEFE




ANSWERS TO QUESTIONS

Question #1. When 4id you first request the loan?

It was within 60 days of the loan being made; Huerta held
collateral valued at about $200,000 and the exiating loan was

quality stock. The collateral was stock in a 98 year old San Diego
bank with book value of maybe $130 per share and market value $100.

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

1
2
3
4
5 § $100,000. I am used to borrowing 60 to 75% of market value of
6
7
8
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 fportfolio, or real estate acquistions(I own, operate, several

13 j apartment-hotel properties, in Maryland and California), or simply
14 my payoff of some 12 or 14% 2nd mortgage with her 10% money. Or
15 | 1oan the funds to myself for any political campaign I was involved in|

16 Question #2. Por what purpose did Y request the loan?
17

18
19

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
20

21!

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

22fagainst those same stocks, to raise funds.

23'Question #3 Has the $30,000 from Ms. Herta been repaid?

24
25
26 i e . .

it (be oral invitation to her son, she being a retired lady), and

27 ]
i he has indicated that she enjoyed the retirement income from it.

i

i No it has not. I simply pay interest, at $750.00 per

?quarter, which is 10% rate, on the sum. I have offered to repay

28 .
i Interest is paid every 3 mo., although I have paid 6 mo, at a time.
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I deposited funds to pay for some securities I purchased. Or to

|

i

27f securities were worth, sav, $101,000, T could borrow up to $50,000

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

i

Question #4. What was the source of the business lean used
to fund $750.00 quarterly interest payment?

No specific source. I receive and expend some $30,000
monthly, from rents primarily; and@ pay mortgages out of that,
and $10,000 of that monthly is paid to Remaindermen of two properties
that T have a Life Estate in(but collect all of the rents, subject
to the $10,000 mo. payment to the Remaindermen). The $750.00
came out of my general revenues which consists of maybe 5% in
dividends, 20% in interest, the rest being rental revenues, with
occasional professional fees. Professional fees about $7000 in 1986.
Have not done my income tax accounting yet for 1987.

Question #5. TIdentify individuals at Charles Schwab dealt with,.

No specific persons. Y just call and talk to whomever
answers the phone. If it is a securities transaction, I am turned
over to a ‘trader'. 1If it is accessing funds from an account, the
accounting people who answer the front office phone generally help mg
These were Baltimore, MA. staff people as I was living at the

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

staff members there but I don‘'t recall who I dealt with; perhaps
the check issued would designate which staff member prepared it.

Question #6. How much of the funds in margin account with Schwab
represented deposits, how much represented borrowings. |

I do not understand the question; perhaps because it does

not apply to mv situation. I never deposited funds, as excess funds
i
at-interest, as some investors do, who like to keep a "cash position”.

|
reduce an existing debit balance (margin loan unpaid). If my
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And such loans are the cheapest money available, If the balance

is $50,000 or more, I would pay 3/4% in excess of brokers call rate,
vhich meant that 1'd be paying something like ‘prime', or maybe

| 848 when banks would generally charge 10-11% for loans.
| Brokers make money available so cheap becuase they want you to

{ buy and sell even more stocks & bonds, which generate commissions.

I would estimate that 100% of the funds I withdrew would be a
loan against personal securities in my stock brokerage account.

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

I personally assigned the Mortgage (or rather Deed of Trust
and Note, as is commonly used in Calif.) to Provident Bank of
Maryland, Baltimore, Md., for credit to FPriends of Schaefer,

I did this I'd guess in 1985. Could b
have been 1986. I had obtained the Trust Deed when sold 71 apartment|
units in Los Angeles in August, 1981(8/1/81) for $1,200,000 with
but $50,000 down pavment. The note represented my eaquity, which
then was (after deducting the cash) $580,000. The note was
interest-accrual first year, and partial interest 2nd year, so

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




FEDERAL ELECTION COMMISSION

WASHINCTON DO Adns

February 4, 1988

¥r. Michael Schaefer
804C Villa La Juiana Drive, »1ic

La Jolla, CA 92037
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 parte communication provisions, I
believe that it would be inappropriate for me either to respond
to your letter or meet with you personally.

The Commission has a long-standing policy that all respond-
ents deal with the Commission through the Office of General
Counsel. Accordingly, : 2d 3 otL g General
Counsel and circulated »

pmmissioners.

o R
Sincerely,

Scott E. Thomas
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February 6, 1988

Anne A. Weissenborn, Esqg.
Federal Elections Commission
Washington, 4.C. 20463

RE: MUR 2561

3:

Dear Ms. Weissenborn:

J
37

Will not be in Washington, D.C. area until
mid April, perhaps April 14-18, now; change

occasioned by my G'Town law 25th Reunion weekend
of April 17.

IN4D d

I sent you some materials almost a month ago, and
would ask you for some written response as to:

ashiUs 19d
HOISSHO3 B

1. Adequacy of the materials:

2. Your opinion as to my payoff of the Huerta
$30,000 loan when the prepaid interest has
run(3/31/88), before I make another interest
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
office (as vou did me, and Mrs. Ruerta)

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 anv
information, it would be nice to know when vou will

reach this point, so I won't have an open and ambigquous
status file. Thank vou.

Sincerelv,




17

19
20
21
22

24
25

é were high school students at the same time, and

Executed

and for the Couily 0 L o2ia siote o Hevads

 Scott E. Thomas, Chairman
Federal RElection Commission
Washington, D.C. 20463

" Response to Supoena and Request for Information

MARY E. HUERTA declares under penalty of perjury the
following to be true of her own knowledge, she being

competent to testify thereto if called upon as a witness:

That the only documents 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, Augqust 10, 1986, and his subsequent
formal note, which I have kept, copy of which is
attached hereto.

That 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 i
Pinancial Corp., a San Diego bank holding company, 2
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.

That my son has known Michael Schaefer since they

he has arranged to make secured loans with my savings.

I knew that Michael Schaefer was a candidate for
federal office, from my son mentioning it, and from
newsclippings he may have provided for my son's
information. When I made the contribution of $500
to his campaign, I did not know that money he was
borrowing was going to be used for a campaign, or
for real estate investment, I do know that Schaefer
is investing in real estate from time to time. I
was merely seeking a fair return on mv savings funds.

The loan is a demand loan, payments of interest have
been made satisfactorily bv Schaefer, I have not
asked for repayment of mv principal. I can anytime.

at Las Vegas, Nevada this_C/ dayv of January, 1988.

D NOTARY PUBLIC 4 -4
A~ STATE OF NtVADA '

County of Clark CpecK # /10 To Faenos
" . di?l‘\.i:’ 'L“‘[RIOWM:“|!L % :oé...

anies May 23,1989
700249588

et ¢




Mr, Scott E. ‘lhonu. Chairman s Join, Caliiermia $0007
Pederal Election Commission % WO
Washington, D.C. 20463
8 3
Re: Request for Office Appointment =
Last week of March, 1988 @ "
S 88
Dear Mr. Thomas: > 3=
- .SQ
Would you please have your office make me an Y 2
intment for S5 minutes to meet with you when I N G

a
visit Washington the last week of March?

‘ I do not and will not discuss my case with
you, #MUR 2561, because that is in the hands of
staff and will in due time be considered.

- I 40 wish to protest the tactics used by FEC
investigatores in treating my case as a criminal matter
varranting unfettered imposition of laymen who have no
idea what is going on.

”
I spent 1/4 of an esxr on longdistance phone last
night trying to pacify a distraut retired lady and her
son over a subpoena served on her which she thought demanded
she travel from the State of Nevada to Yashington, D.C. to
be questioned. It didn't, but she is not accustomed to

subpoenas.

It was identical to one received by me earlier this
week, and which I responded to within 48 hours, sending
100% 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 orover
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 my response was not timely or proper,
then seek information by subooena 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 expett you, as Chairman, to have staff use a bit more
discretion in seeking responses. I don't mind any
b o sts, formal or otherwise, to me, but it is not
necessary to go after laymen involved until my
response is received and evaluated. 4a i



FEDERAL ELECTION COMMISSION
WASHINGTON D (Wb February 26, 1988

Michael Schaefer
8840 Villa La Jolla Drive, $#112
La Jolla, California 92033

RE: MUR 2561
Priends of Michael Schaefer

Schaefer:

Dear Mr.

This letter is in response to your letter of Pebruary 6,
1988, addressed to Anne A. Weissenborn of this Office in which
you posed several questions concerning the above-cited matter.

—r This Office is in the process of reviewing the information
and materials which you have provided in response to the :
o Commission's finding of reason to believe and pursuant to the o
Commission’'s subpoena and order. You will be notified about the A

WD next step in the enforcement process as soon as possible.
< We have received a response from Mrs. Mary E. Huerta.
; i In communicating with this Office you may use either the
Rt toll-free number ( ) 424-9530 or (202) 376-5690.
: é%
o Lle

General Counsel



'In the Matter of

Priends of Schaefer Committee MuR 2561 £V T
Michael Schaefer, as treasurer . =i

‘iﬂip ‘Wﬁﬁéﬁg‘  .%_‘”.
GENERAL COUNSEL'S REFORT ‘ '117:. |

On December 8, 1987, the Commission found reason to believe ;
that the Friends of Schaefer Committee ("the Committee') and
Michael Schaefer, as treasurer, had violated 2 U.S8.C. § 44la(f)
by accepting excessive contributions, 2 U.S.C. §§ 434(b)(8) and
434(a) (2) (A) (i11i) by failing to report debts owed by the
committee continuously until extinguished and by failing to file
a 1986 Year-End Report, and 2 U.S.C. § 441b by accepting a loan
from a corporation.

The bases for the determination that 2 U.8.C. § 44la(f) had
been violated were the Committee's acceptance of 0 $3050063;m g_ji,n

from Mary E. Huerta through Michael Schaefer and the acceptance

of monthly payments of $6,711 from Jay R. DeMiranda which
represent payments on a note secured by a mortgage on one or more
apartment buildings in Los Angeles which Michael Schaefer has
stated he assigned to the Committee in 1985 or 1986. 1In 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




&

i’h‘-niua b¥ ‘creditoce as st of - rummou of wis mwu _
" affairs.®
Barlier, in response to a Request for Additional :
" Information, Mr. Schaefer reported that monthly intersst payments
of $750 to Mary E. Buerta come from his personal business income.
According to Mr. Schaefer, "Ongoing receipt of $6,71]1 sonthly, or
payment of $750 quarterly, are not transactions of federal
msoment; they are private."

These statements clearly indicate that Michael Schaefer
considers the Friends of Schaefer Committee an extension of

himself and its funds his personmal funds. As noted, these assets }

bankruptcy proceeding.

2 U.8.C. § 432(b) (3) states that "all funds of a pouw

committee shall be segregated from, and may not be co-ninqled
with, the personal funds of any individual.” 1In light of the
apparent fact that no such separation exists between the personal
funds of Michael Schaefer and those of the Committee, this Office
recommends that the Commission find reason to believe that the
Priends 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. § 434(a)(2)(A) (iii) involved its failure to file the
1986 Year-End Report. The Committee also filed no reports

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




| ﬂmire the mmmsa iign ¢ | tes .
in mn—ehetlpd run. " mtt'.“i‘oa Julr’v : llld a
Year End Report due on J&llhy n a!! th Mlulil‘l ‘.Nlt.
Therefore, this Office zm that the thti% £ind rmoa
to believe that the Committee has violated 2 vu.s.c.
$ 434(a) (2) (B) (1) and (ii).

Pind reason to believe that the Priends of SBchaefer
Committee and Michael Schaefer, as treasurer, viclated
2 U.S.C. 8§ 432(b)(3) and U.8.C. § 434(a) (2) (B) (i) ‘and (ii).

Send the attached letter and legal and factual analysis.

Attachments
Response from Committee
Letter and Legal and Pactual Analysis

Staff Person: Anne Weissenborn




FEDERAL ELECTION COMMISSION

WASHINCTON 2¢ [kt

MEMORANDUM TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS /JOSHUA ucnooa%r‘(

DATE: MARCH 10, 1988

SUBJECT: OBJECTIONS TO MUR 2561 - General Counsel”s Reportf
Signed March 7, 1988 e

The above-captioned document was circulated to the

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas

This matter wi.. be placed on zhe Executive Session
agenda for March 15, 1988.
Please notify us who will repreéent your Division

before the Commissicn on this matter.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Friends of Schaefer Committee
Michael Schaefer, as treasurer

CERTIFICATION

1, Marjorie W. Emmons, recording secretary for the Federal
Election Commission executive session of March 15, 1988, do
hereby certify that the Commission decided by a vote of 6-0 to
take the following actions in MUR 2561:

1. Find reason to believe that the Friends of

Schaefer Committee and Michael Schaefer, as

treasurer, violated 2 U.S.C. §§ 434(a)(2)(B)
(i) and (ii).

Take no action with respect to the General

Counsel's recommendation to find reason to
believe that the Friends of Schaefer Committee
and Michael Schaefer, as treasurer, violated

2 U.S.C. § 432(b)(3).

Direct the Office of the General Counsel to send
an appropriate letter, legal and factual analysis,
and questions pursuant to the above-noted actionmns.
Commissioners Aikens, Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively for the decision.

Attest:

Marjorie W. Emmons
Secretary of the Commission




FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

Michael Schaefer, Treasurer
Priends of Schaefer Committee
8840 La Jolla Drive, $112

La Jolla, California 92037

MUR 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
Priends of Schaefer Committee and you, as treasurer, violated
provisions of the PFederal Election Campaign Act, and on the basis
of other information ascertained during the normal course of its
administrative responsibilities, the Federal EBlection Commission
on March 15, 1988, determined that your committee and you, as
treasurer, violated 2 U.S.C. § 434(a)(2)(B) (1) and (ii). A
supplemental Factual and Legal Analysis is enclosed.

You have an opportunity to demonstrate that no actioa should
be taken against the Committee and you, as treasurer, with regard
to these new determinations. Please submit any factual and legal
materials 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. § 111.18(4).




' Tetter to Michael Schaefer, Treasurer

If you have any further questions, please contact Anne
_Weissenborn, the attorney assigned to this matter, at (202)
5690 or (800) 424-9530.

M. Noble
General Counsel

Attacheent
Pactual and Legal Analysis




PACTUAL AND LBGAL ANALYSIS

Priends of Schaefer Committee MUR 2561
Michael Schaefer, as treasurer

SUMMARY OF ALLEGATIONS

On December 8, 1987, the Commission found reason to believe
that the Priends of Schaefer Committee (“"the Committee') and
Michael Schaefer, as treasurer, had violated 2 U.S8.C. § 44la(f)
by accepting excessive contributions, 2 U.S.C. §§ 434(b) (8) and
434(a) (2) (A) (1ii) by failing to report debts owed by the
committee continuously until extinguished and by failing to file
a 1986 Year-BEnd Report, and 2 U.S.C. § 441b by accepting a loan
from a corporation.

The Committee also filed no reports covering 1987
activities. 2 U.S.C. § 434(a)(2)(B) (i) and (ii) require the
principal campaign committees of candidates to file, in non-
election years, a Mid-Year Report due on July 31 and a Year Bnd
Report due on Janaury 31 of the following year. Therefore, there
is reason to believe that the Committee has violated 2 U.S.C.

§ 434(a) (2)(B) (i) and (ii).




Questions and Requests for Documents

1. Please clarify what is meant by "Michael Schaefer ‘'dba'’
Priends of Schaefer or Priends of Schaefer, Michael Schaefer,
treasurer."” 1

2. Por what purposes has the Committee's account No.

with Provident Bank of Maryland been used besides those related
to the campaign of Michael Schaefer for the U.S. Senate in 19862
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. DeMiranda and your assigmment 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
written court decisions on this issue.

4. Out of what account does Michael Schaefer make monthly
interest payments of $750 to Mary E. Huerta?
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TELEMHONK (619) 239-0800
April 1, 1988

Lawrence M. Noble, General Counsel
Pederal Election Commission
Washington, D.C, 20461

Re: MUR 2561

sl
iY¥3034

J

Dear Mr. Noble:

34

I have your March 28th letter, I assume that
you are not making recommendations for formal action
against Mary Huerta, the retired lady who lends me
money on $220,000 worth of bankstock I own and she holds.

00:2 Hd | ¥dvgg
it

WCISSIIC

I am and have been in Chapter XI federal bankruptcy
proceedings, see attached STAY; T do not know 1f this affects
your ability to hound me,

I will be in Washington, D.C. in 2 weeks for the
25th Reunion of my Georgetown lLaw clasa of 1963; and can
meet with anyone briefly if you make a specific request
therefore. Otherwise Y can do business by mail.

Both loans have been paid off, and I am filing a
closing report this coming week. T am busy with briefs due
in Los Angeles, and in Annapolis, Md,, 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 hogwash; your Commission
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 monev; 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.




I don't know what you are looking for to
dﬂ!onstrntn that no action should be taken, other than

a conmon sense reason. Which would be that you scare away
banks and brokers and private secured lenders from having
anything to do with a candidate, and that is certainly not b
in the public interest. 5

i
i o s ST

e

You send me Questions and Requests for Documents:

1. I don't know what is meant by the quoted words,
other than I called my U.S. Senate Committee
*Friends of Schaefer®™, and since it was 100% funds
donated by me, I felt that I was doing-business as
*Friends of Schaefer". That is probably an improper
use of words, for which I apologize.

- 2. The Provident Bank account has been used to receive
the $6,711 per month paid on the $671,100 mortgage 1

O assigned to it for collection. I will have to supply i

o~ the documents by supplemental filing within 30 days,
as I am up to my ears in paperwork now with imminent

vy deadlines., Since the Committee ended as of 1986,

=0

O

I then utilized funds arising in 1987 for a municipal
govermment campaign in 1987, and am using funds arising
in 1987 and 1988 for a local government campaign in 1988.
The mortgage continues to payout $6711 mo. but it is mo
longer part of a federal entity.

g S e et )
Aot z ?

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

4., The $671,100 note became treated as personal capital

LR upon advise of bankruptcy counsel, Jack P, Fitzmaurice, Esq.
o of Fitzmaurice & Buchbinder; you are welcome to contact
him at (619) 233-6993. T 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, X*d hope that Pitzmaurice 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,
MIC




| UNITED STATES BANKRUPTCY COURT
of SOUTHERN DISTRICT OF CALIFORNIA
CASE NO. 87-05174-IM11

11‘ JOHN MICHAEL SCHAEFER, NOTICE OF AUTOMATIC STAY

)
)
)
)
)
)
)

12§
: i Debtor-In-Possession.
; 13i
: 14% TO: ALL CREDITORS, EMPLOYERS, ANY PARTY IN INTEREST AND

15] TO ANY MARSHAL, CONSTABLE, SHERIFF OR OTHER LEVYING OFFICER:
. PLEASE TAKE NOTICE that on July 17, 1957,the above-named

Sy L e S

17} Debtor filed a proceeding under Chapter 11 of Title 11, United Q.

18]| states Code.

United States Code, Section

Pursuant to Title 11,

F - 20|l 362(a), all entities are barred from commencing, continuing the |

issuvance or employment of process against the Debtor for any
claim that could have beeh commenced or was commenced prior to

23|l 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.

' .
AN D. BEAUDOIN, ESQ.

27| pated: Juduq 2!, 1GS7
)

1858-1 004361y
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181 BROADWAY, BUATE BBa
SAN DIEDD, CALNORNA S8'01
TELEPHONE (0'9) 230-0080

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 assignment of this Deed of Trust by
myself to Provident Bank of Maryland for credit

to Friends of Schaefer.

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

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

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
of Md., in their public offering, stock held in name of
Friends of Schaefer; shares was ordered but the price
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
Marv 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.
;%zZAE SCHAEF¥R
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"LAST STATEMENT TOTAL AMOUNT O, TOTIL AMOUNT ;7 Lﬁ“ﬂ!ﬁ“ﬂlﬂﬂk
38,971.24 127.46 2 269844.09 12¢254.61 -.

SAVINGS ACCOUNT TRANSACTIONS
ODATE~—=———-DEBITS=———=—CRED ITS——=DESCR IPT ION

02/17 1864.09 WITHORAN
1 62729  25000.00 - ,wrmmu:t
03/10 : 127.46 CREDIT - INTEREST

o BANK OF MARYLAND

(
| o1/10/08

FRISNDS OF SCHAEF:ZR
38492 VILLA L JOLLA OR 112
LA JOLLA CA 92937

BALANCE OEPOSITS AND CREDITS WITHDRAWALS AND DEBITS BALANCE

42943559 2 69890.15 ) § 179246425 32907949

SAVINGS ACCOUNT TRANSACTIONS
DATE~=======DEBITS======CREDITS=--DESCRIPTION

12/18 671142 OEPOSIT

12722 17246625 OEBIT MEMO
aL/.9 178473 CREDIT = INTEREST PAYMENT




FRISNOS OF SCHAEE:S
gaeJ VILLA L JOLLA DR 112
LA JOLLA CA

92032

‘€3

. BALANCE
LAST STATEMENT

NO.

TOTAL. AMOUNT

120259661

) §

5737

12v311.98

\\

{ 94/13

SAVINGS ACCOUNT TRANSACTIONS

5737

L

DATE========eDEBIT3===—=CREDITS——-DESCRIPTION

CREDIT = INTZREST PAYMENT

<+ INTEREST CREOITED YEAR-TO-DATE 1S 54389

This statement lists the (ransactions POsted 10 your BCCOunt. If you Note any JESCrepancies or have any QUESiONs Concarming this g
ment please contact your branch office or call 281-7111, or 1-800-962-9844. SEE REVERSE SIDE FOR IMPORTANT INFORMATK
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UNITED STATES BANKRUPTCY COURT
' SOUTHERN DISTRICT OF CALIPORNIA
CASE NO. 87-05174-LM11

JOHN MICHAEL SCHAEFER, NOTICE OF AUTOMATIC STAY

)

)

)

)
Debtor-In-Possession. ‘)
)

TO: ALL CRBDITORS, EMPLOYERS, ANY PARTY IN INTEREST AND
| To ANY HARSHAL CONSTABLE, SHERIFF OR OTHER LEVYING OFFICER:
PLEASE TAKE HOEICE that on July 17, 1987, the above-named

¥
i

3
¥

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 bee;-commenced or was commenced prior to
the -commencment of the above-referenced c;se unles the creditor
or -6ther'party'in interest complies wiﬁh the provisions of Title

11, Sectlon 362 United States Code.

Dated: Juiey 21, 1987 (et emucton—
~ BRIAN D gm DOIN, ESQ.

U‘./

- "/”m : FEB 101988

||l 1858-1 004361y NPR N

AL BE -
b "L'.UE pfs TV13
Fisng D_&Rh{,‘f
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May 18, 1988

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

Re: MUR 2561

-
gg f% i
Dear Ms., Weissenborn: S o
= ba )
- Contrary to my expectations, I was able to :: “m
conveniently access the bank statements on the & 2R
~ Friends of Schaefer account for 1986 and 1987, as R '§§
they had been segregated out and stapled together, = 2
Q) and were on top of the stack of paperwork for the N
year., N e
wn £ g

Sincerely,

MICHAEL SCHAEFER
Treasurer
Friends of Schaefer

14

P.S. I don't really know the legal status of the
Committee. I have considered it part of my personal
estate in connecticn 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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o Peovident  sTATEMENT SAVINGS ACTIVITY REPORT

+ BANK OF MARYLAND
. :
l §4710700 I

PRIENUS U MenatrER
723 SAINT PauL Slincel

saLlilimune, M &12G2

BALANCS OEPONTS ARD CREENTS E m ”
LAST STATEMENT ™) TOVAL AMOUSIT 'S STATEMENT

< (TR A S ¥X"T)

SAVINGD ACClAME IRANIA LS JUNY
DA Vg~ t [ § 3=l RED] | S0 R I Uun—

o78h.42  Ueresil
503 CazOlT ~ 10VEREST PAYRcNT

leyvo3.00

Beslld.cd

10721
117210

InTEREST CReDITeL YEAR-Tu~@AlE 1> 1022800

f—

O Prvlianl  statemeny savines Acmmmt

12710786

FRIENDS OF SCHAEFER
T23 SAINT PauL STREET
BALTINORE, MD 21202

8 BALANCE DEPOSITS AND CREDITS CECHS 2D DENITS SALANCE |
LAST STATEMENT =3 s - T T THES STATEMENT

6,803.77 .00 | 21,787.65

14,983.88 | 2

SAVINGS ACCOUNY TRANSACTIONS
OATE———0EBITS ——— CREDITS——DESCRIPTION:

6711.42 DEPOSIY
CREDIT ~ INTEREST PAYMENT

11718
12710 92.35

INTEREST CREDITED YEAR-TO~DATE IS 1,320.79




1,004.83 $7,001.40

SAVINGS ACCOUNT mm CTIONS
OATEemae D88 TS —~———C(REDITS—==SESCRIPTION-

03713 50000.00 O&POSIT
03/24 6T711.42 OaPOSITY
0s/10 329.98 CREOIT - INTEREST PavaINT

INTEREST _CREDITED YEAR=-TO=-DATE IS 33,01

. SNuY STATEMENT SAVINGS ACTIVITY REPORT

STATEMENT DATE

FRIENOS OF SCHAEFER ;_J”IIOI“

723 SAINT PAUL STREEV
BALTIMORE, »D 21202

SALANCE DEPOBITS AND CREDSTS
LAST STATEMENT g

$58,040.23 6y 970,99

33,000.00 12,017.22

SAVINGS ACCOUNT MSACT!NS
CREDITS——DESCAIPTION-

DEBIY nEND
67 11.42 ,

THORAWAL
— 800,00 3951 CREDIT = INVEREST PAVAGNT
INTEREST CREDIVED VEAR-VO-OATE 1S Sea.38 |

o Provident  statement savinas acTviTy neponT -

STATBMBI OATE '-
06/10/86 w5
FRIENDS DF SCHAEFeR i

T23 SAINY PaulL STReel
SALYINDRE, MU 21202

SALANCE OEPOSTS AND CREDITS CHECKS AMD OEMTS
LAST STATEMENT N | TOTAL AMOWT ™) TOV AL AMOUNT THIS STATEMENT
R4

12,017.22 | 2|

i
6y796.106 2 29050.00 | 169103430

SAVINGS ACCOUNT IRANSACTIONS
DATE ——~——0DEBITS~—~—CREVITS—~DESCRIPTIUN

05715 2000.00 WITHORAWAL

05720 6T711le42 LEPOSIT
06703 050,00 WITHUKRAWAL

06710 84.7¢ CReDIT = INTEREST PAVYMENT
INTEREST CREDITED YEAR=-TO-DATE IS o79.12




CEPONTE AN CRERTD

10,103,930 2 ©0020.10 -89

SAVINGS ACCOUNT MACV 1oms
oan-—-—--—un TS ———===CRED I‘S-—uull"lm!:—

711.642 DEPOSI
et *liere R aIT - INTRREST PAVRBNT

2200 LA -2ODATE LS 1% .88,

‘ ° m STATEMENT SAVINGS ACTIVITY REPORT .
Ir/sri/=>
FRIENDS F SCHAEFER

723 SAINT PauL STReeT
SALTIMOR=, =D 212¢C2

BALANCE DEPONTS AND CREDITS OMECRS AND DRI TS SALANCE
LAST STATEMENT 0 TOTAL AMOUNT ) TOTAL AMOUNT g STATEMENT

22,991.%0 3 37,537.10 U2 6295237

SAVINGS ACCOUNT TRANSACTIONS
DATE DEBITS —=——CRED1 IS ——DLSCRIPIION= - cm e e e =

or/718 6711.42 OEPOSET
30650.00 DEPOS1T
17%.76 CREDIT = {NTERESY PAvAchNT

INRTEREST CREDLITED YEAR-TO-ULATE IS Mi.00

FR [ENDS OF SCHMARFER
T23 SAINT PAUL STREET
BALTIMORE, MO 21202

SALANCE OEPONITS AND CREDITS CHECKD A%D DEITS
LAST STATEMENT oo TOTAL ARRCRBEY = TOTAL ABOUST THIS STATEMENT

60,528.7a 3 Tealbcoe 2 66,677,72 1,06%.00

SAVINGS ACLOUNT TRANSACTIONS
DATg =~ —=——0EBI TS ——CREDI VS—=DESCRIPTION

08/19 oT1l.42 OtrOSIT

08720 1375.00 WiTHORAWAL

08/25 65102.72 wiITrORAmAL

09/02 541 .40 DEPOSIT

09710 161 .42 CREVIT =~ INTEREST PAYMENT

INTEREST CREOITED YEAR-TO-DATE IS 1,133.0¢




SRIENDS OF SCHABPER
723 SAINT PAUL STREET
SALTIMORE, nD 21202

GAMLANCE ) OTFONTS D OREDXITS OrCNS AND OUIITS BALANCE ‘
LAST STATGMENT ¢ o) TOTG. AMOUNTY [~ TOTAL AMIOUNT e ﬂlmr

21.787.6% 2 &0 803 00| L} 12,000 +00 16, 993.0!

i SAVINGS ACCOUNY TRANSACTIONS
OATE~ OES 1 VS == CREDLVS——OESCRIPTION

12722 oT1il.a2 °§:°$‘YUAL
<00 W1 THORA
;si: v 93.98 CREDIT - INVEREST PAVMENT

INVEREST CREDITED YEAR-TO-DATE 1S 93.9¢

o L STATEMENT SAVINGS ACTIVITY REPORT
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DATE =g by [ y—— b st 0 i To——Ut A LV V1 UN

01736 ©fhleng V13 FYY
(Y74 8v.7) LReuli — INTEREST PAVRENT
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© Povident  srarement savings acTiviTy reponT S

FRIENUS ur SCMARFER vaziusae T

122 dAINI rauL >TKeET

cALTiMea:, MO Cdera

BALANCE | DEFOBTS amD CREDITS CHECKS ANO DEBNTS i BALANCE
LAST STATEMENT | ~o TOTAL AMSOUNT WO | TOTAL amOwT THIS STATEMENT
«d9I9%ai0 ;

t
- 0v0ib.3¢ 1 TviSualC
i A

SAVINGS ACCUUNT TRANSALTIUNS
Ocelld———-CheIl IS—=DecSCnuir TIUN= ===

I <2vY00L 2%

DAlE———ee

Q2/72>5
0370« T¢ol .00
03710

6T1l,%2 JePUT
Utoil Memu
i0=.Ye CREUIT — INTEREST PAYMENT

INTEREST CiboiTcU YEAR=Tu-UATe s 28b8.03




saLANCE wua B
1AST STATEMENT ) 5 8 s sTativme |-
1:530.33 | o 160,977.52 | 1 ‘10690.94 |  15,017.11 ;

OATE— e D §B 1T S —— ~eeCREDI TS ~—=ORICR IPYL

SAVINGS ACCOUNT umm ONS

0v/13 1490,9% T0 ADJ 7710

07713 6711.42 10 ADJ 7710 : 2

07713 1690 .% VRONG ANOUNT i
g ov/18 6T7k1.42 DEPOSIT

08710 63.74 CREDIT - INTEREST PAYMENT

- Lenyiinmt

i _INTERESTY CREDITED YEAR-TO-DATE IS

,’.. &"-—.—-———-—u— .

STATEMENT SAVINGS ACTIVITY REPORT

J 0s/10/87
i .. FR IENDS UF SCHAEFER
¥ ; 723 SAINT PAUL STREE1N
KA 3 BALTINORE, MO 21202
SALANCE oD THTHORIWALS A DEBTS BALANCE W
LAST STATEMENT ™) YOTM, AMOMSST ™) TOTAL AMOUNT ™S STATEMENT
22,795%. 70 2! $+:8020.11 « 00 1’.623.‘1
SAVINGS ACCOUNMTY VRANSACTIONS
DATE—————=DER [ TS e CRED S VS ——=DESCR IP TION:

0423
05/10

INTEREST CAEDIVED YEAR-TO~BATE 1S

871,42  DEPOSAT
116.6% CREOIT = INVEREST PAVMENT

529.12

QP

STATEMENT SAVINGS ACTIVITY REPORT

‘ 04710787 l e,
FRIENUS UF SCmacfFER e
723 SAINT vrauL STRELY
SALTIMURE, RO 21202
([ BALANCE 1 DEPOSITS AND CREDITS CHECKS AND OENTS BALANCE
LAST STATEMENT ) TOTAL AROUNT ~O TOTAL AMOUNT THIS STATEMENT
<2 9V0Ue S - 0,835 .42 1 7,000.u0 22 T95.70]
: SAVINGYS ACCUOUNT TRANDALI IONS
] DATE ———0eBITS— ——CREV] TS——DESCKR P T1 UN—-
s . 03/25 671ll.4c  UEPOSIT
Rk 03/30 7000.0u WITHURA NAL
O«/1l0 123.80 CReuUIT = INTEREST PAYMENT
INTEREST LAEULTED YEAR-TU=DATE i3 “l2.%3
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TOTAL ANDUNY N0 | VOUAL AMOUIY TR STATRVENT ", ||
192,74 «00 42+453.99

SAVINGS ACCUUNT TRANIACTIONS
" joaTg———oEs ~CRED LT $~—~~DESCR WPTI0N-

12710 7 192.7 CRELLIT = INTEREST PAYMENT

INTEREST CREDITED YEAR-TU-OATE 1S 1+¢360.90

RATES FOR TiS INTEREST PERIOD WERE: SALANCES LESS
THaN $S00 = 0%, $500-2499 = 5,58, 32500~14999 = 9.9%,
81500049999 = 5.73%, $50000 AND GLREATER = 5.908%.

0.1 ° ‘m STATEMENT SAVINGS ACTIVITY REPORT . *
FRIENDS OF 3CHAEF¢R AEDI8T 3.

2540 VILLA L JoLLA DR 112
LA JOLLA CA 27937

wl:t'm CEPOBTS AsD CREDITS WINERATILS O DESITS BALANCE ™ i)
a N JOTAL AMOuNT ) TOTAL AMOUSET THES STATEMENT

2CeSiAe03 1 160.,3) <00 20:6354.96

. SAVINGS ACCOUMT TRAMSACTIONS

10/19 14033  CREDIT - INTEREST PAYRENT
xumst-.%gneo YEAR-TO-OATE 1S 1+003.11

vav1tieS ACCOUNT TRANSACTIONS
fmme e (2 Ul T === S 3R IPT [ ON=—m = cmm e ————— -

elllens Jc MIRANIA M5T
o2llebl Jz MIRANDA
7eeb4 CREDIT = INTEREST PAYMENT

INTEREST CReOITeD YEAR=TU-DATE IS 362478




F&I‘Eﬂb& OF SCHAEFER
8840 VILLA L JOLLA DR 112
LA JOLLA CA 92937

( SALANCE OIS A00 GRS WITHORAWALS AND DEINTS
LAST STATEMENT NO. TOTAL AMOUNT NO. TOTAL AMOUNT 1
320579069 2 6099175 «C0 38¢97162

SAVINGS ACCOUNT TRANSACTIONS
JATZmwweneeceDEZ[TS======CREDI TS===DESCRIPT ION======

31723 6711442 DEP0SIT
32/10 130.33 CREJIT = INTEREST PAYMENT

INTSREST CREJDITED YEAR-TO-DATE IS 359.06

ik

HOISSIHOD WL 14 Wi 103
HOaRIA3y TvH0d

8N :IHY €- AVHOS

Yasfis forael— 4 hrclude Vhis
With malsZd sent- }/KSW‘-:; ,
(ﬁ‘!l\/ ¢ at AJ___N_% [ar M{“fj

S0 MUR 256/ Liende of
A Codao9als3 Schae

.
Thus statement lists the transactions posted O your account. l!mmmommunuhﬁmymtmmnm.m
ment please contact your branch office or cail 281-7111, or 1.800-962-9644. SEE REVERSE SIDE FOR IMPORTANT INFORMATIC
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;ss 8% vovi ool Do 13 C062092s3

OI'W STATE and 2 CODE STATEOISTRICT 3 ISTHS

! La II/ . G‘ 92037 L1ves uo

4. TYPE OF REPORT
[] Aerit 15 Quartery Regort [} Tweith dey report preceding

(Type of Blecson)
[} auly 15 Quanerty Repon election on i the State of

{:l October 15 Quarterty Report [ ] Tnirtiath dey report folowing the General Election on

[4
[ Jarary 31 Vear End Report in the State of

D July 31 Mid-Year Report (Non-slection Year Only) g Termination Report

- SUMMARY

Yoardo-Date |

Net Contributions (other than Rens)-

() Totel Contributions (ofher tham loens) (Wom Line 1He) . . . . .. 52,000 58,000
(®) Yot Contritstion Relunds (Wom Line 20(ch} . 3§ e 0 o .

{©)  Net Contributions (other than loans) (subiract Line 6(b) from 6(a)) . | 8,000 s"—iado:
R —

Net Operating Expenditures
(a)  Total Operating Expenditures (from Line 17). . . s"8,000 $S§, o000

(b)  Total Offsets to Operating Expenditures (from Line 14) O (o)
(c)  NetOperating Expenditures (subtract Line 7(b) from 7(a)) . S 8' 00¢ L S'&, 000

Cash on Hand at Close of Reporting Period (from Line 27) . o

For further information

Debts and Obligations Owed TO the Commuttee Fodural Bléction

(emize al on Schedule C and/or Schedule D) O i ch""'"“ss'm

10 Debtsandmmmod!vmo&mmoe 0 Washngton. DC 20463
{termuze all on Schedule C and/or Schedule D) Tok Free B00-424-9530

"I centify that | have examined this Report and fo the best of my knowledge and belie! it s rue. correct o 202-376:3120
and complete.
! TypeoranNameolTreasu

Micharl ae #r

Signature of T%M ﬁ 7 ( ) ) ) { y/z Iﬁ{

NOTE: Submisson ot faise. erroneous, ormcomuotemformamnmaysbpcnhopersonsugmngthvs Repoﬂtommdzusc §43’

FEC FORM 3

{revised 4.87)




Noture of Dot (Puipem): AR vy
St ngi' ot

[ Mh“mﬂb“dulurm

K Thag funds were up'fized by Yo |(andi

'ﬁp’ﬁmﬁﬂm vSonaf clebts wearped

-l. s % /o »‘ "‘[““ ’w
Y A

€. MM“Mﬂ M‘Mum

N (153), Many ﬁ ‘}’

Shaws 76&-&& fnan &l Cop| Chaurng a

Neture of ODebt

\
Y AT
/ )

Neture of Dsbt (Purpose):

1) SUBTOTALS This Period This Pege laptionel)

2) TOTAL This Period (iast pege this line only)

3) TOTAL OUTSTANDING LOANS from Schedule C llestpegeonty). . . . . .. . ... ... ittt ennns 4

4) ADOD 29 snd 3) end carry forwerd 10 approprietw line of Summary Page Rast page only)




Misas! Sohngl

August 23, 1988

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

Re: C00209213
Dear Mr. Gibson:

I did not appreciate your August 19th letter
referencing Mid Year REport 1988, 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 Laﬁn% some
two years ago, other than complete payoff of a
personal $30,000 loan from Marv Huerta who holds

shares of '
stock having a quoted market value of about
$300,000. She continues to hold the stock
because of a $100,000 outstanding loan made
in 1984 or 1985 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. M™UR matters should mnever MUR *
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 comment may

be nremature and/or inaccurate.

I do not intend to file a Mid-Year Revort,
unless vou 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‘ﬁggﬁitt ntion.
MI f QCHA“ .




FEDERAL ELECTIOM.COMMISSION ~ 'RO-7 .

August 1 $~.' 1988 g

Michael Schaefer, Treasurer
Priends of Schaefer

723 St. Paul Street

8640 Villa La Jolla Drive, $112
La Jolla, CA 92037

Identification Number: C00209213
Reference: Mid-Year Report (1/1/88-6/30/88)
Dear Mr. Schaefer:

It has come to the attention of the Pederal BRBlection
Commission that you may have failed to file the above referenced
Report of Receipts and Disbursements as required by the Federal
Blection Campaign Act. You were previously notified ot thu due
date for this report.

It is important that you file this upozt Mutﬂ.y,wlth
the Clerk of the House, Office of Records and Registration, 1036
Longworth Bouse Office Building, Washingtom, DC 15, or the
Secretary of the Senate, 232 Hart Senate ouae. Building,
Washington, DC 20510, as appropriate. A copy of the report
should also be filed with the Secretary of State or equivalent
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 Pat Sheppard on our toll-free number (800) 424-9530. Our
local nugtber is (202) 376-2480.

Sincerely,

John D. Gibson
Assistant Staff Director
Reports Analysis Division




Lo e
FAR TRANSMEBEIION (619) ABA-3887
September 12, 1988

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 am 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.

ITE T

Would you please get me some kind of response
from the MUR and from the demands for a mideyear

report.

Witgd.g 1

U3A13334

i

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

charge last April.

8E :2IHd 61 IS 88
OISSikig

y
1}

And T 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 MUR 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.

Co 114,
MICHAEL SCHAEFE& PLEASE NOTE NEW OFFICE ADDRESS FOR 4LLp i
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November 5, 1988 RESENCE M8} 4800780~

Attorney Wise
Federal Election Commission \
Washington, D.C. 20461

Re- MUR 2561

Dear Sir:

We talked on October 13th, and you assured me
that there would be a prompt resolution of

) the above matter, so that I could discard my

1 files which impose upon my cluttered desk &

_— small office, or I could bring the matter into :
{ o U.S. District Court or retain defense in your E

Commnission if there were some problem needing
r further action.

I advised you that I have been in Chapter XI
federal bankruptcy proceedings, case no. 87-
05174-1M11, Southern Dist. of Calif., for

the past 1 1/2 years, and need to clear with

the Court any involving of myself in expenditures
of any nature.

fd

438N

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).

¥ .9

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 intiridating,
of course upsets me. Regardless of what is done with

ny case, I think the loan v. contribution law ought be

modified, if it can be done wi ut jnviting substantial abuse.
MICHAEL S W
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Anne A. Weissenborn, Esq.
FEC
Washington, DC. 2046§
MUR 2561
Dear Ms. Weissenborn:
Mr. Wise of your staff has talked with me, Oct. 13th, and
I have written him, Nov. 5th, seeking to resolve the above
matter. He indicated you all were busy, but would get to if Ee
» helpfu
Please don't let this carryover until 1989 without

either closing it, or referring it to the Dept. of
Justice.

I am in Chapter XI bankruptcy, which is supposed to
give me a peace of mind, and I have nothing but
uncertainties as to the above matter which has been
sitting on my desk as an open case for over 2 years now.

Y GJGQJ ;

I do want to have the federal court evaluate whether

it is consitutional for the FEC to require that

candidates are capable of borrowing only from

banks, and not from private parties---even on a

totally secured basis, consistent with terms that

any commercial bank might make available, and

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 outstandlng)

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-LMl1l, 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. z [ E ‘ 9
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final-—report With youpi—=NO,
was filed, FYI.

P

25, 1989

Ann Weissenborn, Bsq.
Federal Elections Commission
WASHINGTON, D.C. 20461

Re: MUR 2561

Re: ID No. C00209213

Dear Ms. Weissenborn:

It distresses me to receive periodically the
attached letters from Robin Kelly in the name of John
Gibson. In the past I have sent back a letter
indicating that I had filed a closing and final
and terminal Report on the Committee, yet I still
get all these letters, maybe it is only every 6 mo.,
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
Chepter 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,

(4
MICHASL SCHAEFER
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\DORESS (rumiber w0 Seet) | ] Chuck i Gileren: than prowieualy mponed. I3 TiON NUM
£390 Vitia la Tilla D %112 C0 a 20 9113
CITY, STATE and 20 CODE STATEOBTRCT 3. B THIBF
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4. TYPE OF REPORT
[ e 15 Guanterty Rapon [ vwern day report precesrg

(Type of Becton)
[ Sy 15 Quanerty Regon CoEanen in the Siate of

[[] October 13 Quarary Repon [[] Tvirsem cay report tollowing e General Elsction on

[ 4
[ damary 31 Yeur End Repont in e Stase of

[lummv-mwv-om grmm

1 SUMMARY
Covering Perod 4_/3°/'b """"—M!“——'

Nat Convibutions (other than loans) o e o At S :-_,W-i'

(a) ol Conmitntions (other than loans) (om Ling 11(e)) > 00 5&600

®) Yol Comitution Refunds (rom Uine 20(d)) 0

(@  NetComsutions (other than loans) (sublract Line 60) rom 8fa)) . . SE, 060

Neat Operating Expendiures
(@) Yol Operaing Expendiiures (rom Line 17). 5'8' oo ..1’

(0)  Yotal Ofisets 1o Operating Expendiures (from Line 14) ‘ O i

© mww«m-ﬁmmmnm S"?l ooﬂ

Cash on Hand at Close of Reporting Period (rom Line 27) For Aarther infermation

ocontact:

Deixts and Obiigations Owed TO the Commitise Federsl Elaction C L
(Remize all on Schedule C and/or Schedule D) 999 E Street, NW

10. Debts and Obigations Owed BY the Commitiee Washington, OC 20463
(Nemize all on Schedule C and/or Schedule D) Toll Free 800-424-9530

p .,
1 cortity that | have examined this Report and 10 the bes! of my knowieage and beke! i is e, correct | L0cH 202:376-3120
|_and complete.
TypootPnﬂMdT

ae oy

m-ﬁ';“;"('m &tw,fu °°,'./2 s/t

NOTE: Submission of faise, erronecus, or incompiete information may subject the person signing this Report to e penalties of 2 U.S.C. §437g.

FEC FORM 3

(revised 4/87)




Norme of Commitws B Pull)

< Frrends of Schaeffr

VA Tl N, Wiing Adirem oo i e of Dibor or Grodiune

Meeban/ S““"*’ -
ETYo pi¥in la Dlladr. /13
LaGblfs, GLf 92037

Navere of Dulie (Pwnass) :

CanditlaT Atvanas fo Potond (aogs

8. Full Nome, Malling Addres and 2ip Code of Oubear or Credieer

Neture of Osdt (Pesposs):

SR iy ey, 8
[ =i b oadl oS e B gl MRl | Sy ta® T b

C F‘hmm~buduww#'

< | K Yhege feads were «

S f pagefy in full +wo | pe
o [=ndn % le alll Fo afimad 3

C© nmm#wﬂrdﬁm e
= Stoclbss keen @ceo
| $ a prigt A _ |
U, 000 (in adetrfm Vs X100, 505 1n MY T

€. Full Narme, Mailling Addiress end Code of Dalysor or Credivor

~ (173), m
Ex S“ |

B

Nature of Dedt
/ )
Neture of Debt (Purpose): - R

1) SUBTOTALS This Period This Pege (optionsl)

2) TOTAL This Period (last page this line only)

................................................ /o) )
3) TOTAL OUTSTANDING LOANS from Soheduie C (last pege only) (o]

...................................

4) ADD 2) and 3) and carvy forwerd t0 appropriste tHine of Summaery Page Sast page onty)

......................




4
&

1 Schaefer, as treasurer

S

Pollowing referral to the Office of the Gcnornlr
the Reports Analysis Division of the issues involved lf.tﬁit
matter, the cu-:;uxop, on December 8, 1987, found reniua to
believe that the !'tiends of Schaefer Committes (“the Committe --*)
- wiolated 2 U.8.C. l 442 (£) by accepting oxeua-ivn eantrihn@!onl
" :ro- mgf E. mr“u and Jay R. DaMiranda, 2 U.8.C. § m:. hy

ot in ""kp lo.n fm Mln mb and c::mny, 2 B.‘ﬁc-

e
»
,

eile a,uos Year ;&a uﬁon.s onaahmn 15, *1m, the Co
found reanon to6 Saxibve that the cw-nlttce and ulehic Schae:
as treasurer, violated 2 U.S.C. § 434(a)(2) (B) (1) and (i1} by -
failing to file a 1987 Mid-Year and a 1987 Year BEnd !!pOtﬁw
Numerous documents have been requested of the Committee; these
have now been supplied.

On May 24, 1988, 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 with the Committee.




=3 cu-lttu. ic cmmd &u In:y E. Huerta had made a on.m lu’hn
to Iiebacl Schaefer in auly,~1!.6. which he in turn had" louunﬁfifag“

the Committes. Mrs. uu“izta slso made a $500 contribution to ﬂn_ :

Oc-il;tea in that game month. This loan has been confirmed by a | _'

g-llni.lotn dated September lc.llﬂlﬁ. and signed by Michael

- Schaefer which has h.tu~supp1£bd by both Nichael Schaefer and
MNrs. Huerta '(um&n’. The note provided for a 10% annual
' rate of interest to be pnc sonthly for four months hginuiuq g

¥ Wt 10. uas, and thqn mi-mmlg.‘ The note m

"‘b, sw m:u of San nhm ’!iamm mlnutlon common stock.
L ?'m a swora statement m in resposise to the
: iiuiztagatoriea posed by the CUili-ion (Attachment 2),

NMrs. Huerta states,

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 states 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."




p:bvtm m -y ' -

nade the eonttibution ot ssoo to this =
campaign, I d4id not know that money he was -
borrowing was going to be used for the 4
campaign, or for real estate investment,
know that Schaefer is investing in real
estate from time to time. I was merely
seeking a falt return on my savings fnud..

ueoratng to Mr. Schaefer, at the time the zao,
u ‘lready had a $100,000 loan outstanding from Mrs. Hi
m ;nmua by $200,000 in bank stock. As to the
mm he nqnum ‘the $30,000 loan, Mr. Schad

ui!'llfn-in iﬁuﬂ nt\th. t!-n, nd

always a question of whether 1 fu)

sell some stocks to raise funds, or (b)
borrow against those same stocks, to raise
funds.

Nr. 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 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,




«-z w-! tw Tves s me ww ‘“"ﬂm p-w m

‘the original $10,000.)" ‘fe aces not, however, ‘@ ’
.ngn-uhhﬁiu b! t‘ho dceptance of the lﬂn. :

2 0.8.C. § ‘31(” €A) (1) d‘f!m. "eontdhntlon‘ to inﬁm

; V'-ny gift, substription, loan, advance or thposl.t of soney * .‘

- made by any person for the purpose of influencing any éhcuou m

Pederal office . . . . 2 U.S.C. § 4€lafa)(1)(A) Iimits to 81,000‘ 
the amount which a person may contribute "to any candidate and his
- suthorized political committee with respect to any election for

_'“m;-n cf.ﬂeo,' while 2 U.8.C. § 44la(f) prohibits the mtnnct

- ot Mttibutioa- in ‘excess of the limitations at 2 U.S.C.
e 2 44la(a). If g candidate rece

~ with bie campaign, the ‘candidate uudﬂa the m a8 igent: ©
_ his suthorized committee. 2 U.S.C. § 432(e)(2). Ses Mdvisor
up&nion 1985-33. ro
In the present matter Mrs. Huerta made a loan of $30,000 to
Michael Schaefer, the proceeds of which he in turn lent to the
Committtee. Mr. Schaefer acknowledges that he "probably® intended
the loan to be used for the campaign when he requested it from
Mrs. Huerta. Therefore it is clear that the Committee accepted a
$30,000 loan from Ms. Huerta in violation of 2 U.S.C. § 44la(f).
With regard to Mrs. Huerta as contributor, there is evidence
of an ongoing business relationship between her and Mr. Schaefer
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.




wr‘p:olnbly' had a gmign m in nind. but uyn mc

m Huerta was not given a designated purpoa. This M m
"-iamunuy ‘the latest in a seriés of loans which Nr. mnnnm" %
mimd fm ¥Mrs. Buerta largely at her son's Mhut. her ot

‘ vmingmu to make these loans having uu:tecly been btm m i

the security and rate of interest oftttcd, the latter hiqhu‘ tm
‘" that offered by commercial instuutiou. The $30,000 lm m

v id-nend by a written demand note lnd ‘carried the lhn m ¢t
 ‘interest and the same security as had m ‘earlier .

e eim m unnuniaqupq MM: llx..
M discussed at the time the m 0

' ‘Mrs. Buerta, and given that loan's ':

business, loans made to him by Mrs. mrt& .ar:dhx, ig w.ﬁ »

opinion of this Office that Mrs. Huerta's role in this “ttwtion
was a largely uninformed one. Therefore, it is th&oﬂu«df}nt
the Commission take no further action with regard to'het‘iliri‘ng of
an apparent excessive contribution and close thet 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.




_% 2. DeMiranda on a note secured by ‘two los Angeles apcf‘ ent
g “«Ii‘u’ildiuga. Bank statements furnished in response to a Commi n
! -"ubpooal show that the Committee's account was opened in° !'murn,

" or early March, 1986, with monthly dtvotits of $6,711.42 umqtiﬁ

thtmhout me year, throughout 1987 and :into Jannuy. 19“.
, | Imriag the course of the investigation in this httct, L
“ Mr. Schaefer furnished this Office with a copy of am' Mgmnt og;"“"""f
m of Trust dsted Pebruary 28, 1986. u roeord.d In mm&-y
o fcll April 2, lm (httachunt 3) . This Mgmt ﬁm-tdupd to

od August 26, 1901. -niqh had been .mw by .n; n. n-nirm
and which secured payment for p:opotty vhieh, with mrul of O
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
coungel, Mr. Schaefer hag treated the $671,142 note as personal
capital in the 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




w mﬂ. estate, but it was his [the lt“"""" W“i“ m. V

fo: n ‘to so treat it would be indefensible."

2: u.s.c. $ 431(2) defines "candidate” as an lnd!vim
uikm uuinnuon for mru office, and states that such an
lnliviﬁnll uill be deemed to be seeking no-inatioa if he or !hn

rmim contributions of makes expenditures in emcess of 05.000. :
mt to 11 c.t.n. L 110 10, a candidate may make mlhltﬂ
m: troh pltml ﬁhd- for his oz her oun cmalgu.

dida :_;. 11 c.r.n. s nemmm. In the presen
o -uttct llr. soncggt signed and uoo:ded an assignment of thc £
wmortgage at iuug 'to the Co-ut_ee on Pebruary 28, 1986, but
declared the $‘-€7¥.142 note to be personal capital in a bankruptcy
proceeding which he began more than a year after the date of the
assignment. Between February 28, 1986, and January, 1988,

Jay DeMiranda made payments to the Committee's account which,

1
according to bank records, totaled $154,362.66.-/

I7 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.




: mﬂuy at thlt un 1- u &f Wlmu oz m_

‘ﬁh eauinion's rml’.-tl;om. X politiul m-um

f;ﬁith the Commission is required to continue in cxiltonud d§*,”
‘as the committes has outstanding debts. 11 C.F.R. § 102.3. The
last report filed’ by ‘the cnuuittoa ptlot to lptil. 1988 was it;;
1986 mtober Quarterly" lepott uh;leh showed on thd Nttﬂed Su
Page $58,000 in loans tocdlvnd-to daeu;iqd co iu lnins tcpnid

during the period eoveted by tho znpo:t. Hntc tlclitly
« Schaefer has stated that the lonn fru-,lm'

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
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.

§ 110.10(b).




" -'f*'tho in mung no-laatiog, !on omrwﬁhﬂéﬁur-
, -_onm. “seeking nominatibn or cmuon'i being ‘defined, §
 '!! the t.entpt of eout:tbdtloao q, tha@*lndivi‘ual 4n exces
' $5,000. The making of & ‘$671,142 contribution by.an {ndividua:
-‘nu m camign ceustitntu” receipt: ‘ot*a contr!tﬂtion in tIiut ;
‘uaount. ‘thereby contctring candidate status upon that lndifidull-_
In the pre:ent matter Mr. Schacfer's assignment of tht~io¢ﬁ9.9i 3
;fan&‘lis*attaiunnnt of the status of candidate were li-nltlg.aua
g m. for the  purposes of 11 C.7.R. § no.um. the sﬂ:.uz

It mn fonm that l:he mnhhlr mw parmtt ct “th
.hg l&. ntuitauda coultltdt.d payments to Mr. Schaefer -biﬁh}uln

'lldttcr continuously assigned to the Committee even theoghﬁthq_
payments were made directly to the Committee's account. Those
payments should thus be deemed contributions by Mr. Schaefer to his
own campaign, not contributions to the Committee by Mr. DeMiranda.

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. § 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
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'“ﬁiihcibal canpaign committee by filing a Statement of Caadidacy

with the Commission. Mr. Schaefer did not file a Statement of
Candidacy until July 17, 1986. Therefore, this Office recoamends
‘that the Commission find reason to believe that Michael Schaefer
violated 2 U.8.C. § 432(e) (1) by not filing a Statement of
Candidacy when he exceeded the $5,000 contribution threshold.

Pursuant to 2 U.S.C. § 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). 1In the
present matter the Committee filed its Statement of Organiszation 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 reason to believe that the Committee violated
2 U.S.C. § 433(a).

c. Failure to Report Debt Continuously

2 U.S.C. § 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. § 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




‘ﬁ.! and Michael Schaefer, aﬂftfﬂacﬂ:ﬁve hidrviéitnha

! u.c.c. l “lh by accepting a $28, 000 l.m from chum Schwab
"‘ ‘W--. L3
!hc Cﬁiﬁlttee ‘s 1986 October Qulttatly Inport itcl&:ud a
"m.ooo loan received from Michael Schaefer ‘on September z-‘-' ﬁu..u

ompariying Schedule C contatned a notation that the fund as
s this loan had been "borrowsd from Charles Schwab and ‘dmﬂ. P
‘ Mhum' aémmt lnld hy luhuhr. 'miu' mu e

~ broker eithct cash or eeruin classes of mntitia: vh‘i‘.eh‘ 'l-r bt

used to obtain credit for the purchase of additional securities
or for other purposes. Under present Federal Reserve Board »
regulations brokers are generally permitted to extend credit only
up to 508% of the value of deposited securities. The loan value
of these securities for other purposes is also limited to 508%.

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 demand

to the holder of the account for other than the purchase of

LY




""',__“j;mfammuon to be ahtm- m

j _' by ‘telephone. _
" 'vhe ‘particular statement ronocting . Schnur'c‘“lMﬁﬁ g3

lnnn ‘shows that the account was opened on the same dayﬂnl his
 receipt of the loam (Attachment 4). To Open the accoust
Rr. Schiaefer deposited 10,000 shares of stock in First Wational
Corporation of California and 5,000 shares in the l.}l;
4 ﬁbﬁtuon Company. No cash deposit was sade. Therefoge, the
na.wo loan was made based upon deposited ucnrltiu only.

‘2 g.s.c. s 441b probibits national banks and corpo: mon-

'wntzimeion- and espuditers* as 1including any loan.
o:o-ytion to the inclusion of a loan in these daiinitioul
found at 2 U.S.C. § 431(8) (A) (vii) which exempts from th. e
definition of contribution "any loan of money by a atttu tuuk.‘v
federally chartered depository institution, or a depository
institution the deposits or accounts of which are insured by the
Federal Deposit Insurance Corporation, Federal Saving and Loan
Insurance Corporation, or the National Credit Union
Administration . . . ."

This statutory language provides no basis for a deteramina-
tion that a loan extended by a brokerage firm would come within

the exception. The legislative history for this provision, with




229, m Cotigress, 1:!: uuhﬁl’ (1‘71) mm, "F’ut

o7 ‘received froa witnesses vad. uﬁcnhonﬂr in favor ’oe ‘the 9,‘-
‘of loans by national and uau hnnlu 1ie nqu 19111! ¥ re ) ot
*po:mant to applicable bankiig ;nln ‘and m.ugp.. Reb!

("1971 'h‘gl"htlu History®) at p.*' 217, 1981)9. : During the
lnwto floor debate on S.382, Senator Cmqp. in hlt cxplmt!on

ot tllo e&ntaqo of the proposed legislation, -tatod, *Other m
ln uo ‘broad as possible, and, in fact, so all inclusive &w

a1 exception tiad to be written iato the definitions of the
wmul code amendments in order to permit luiml and -
m to make loans of money.® 1971 t.ogicluun lrlm:m.
p. 451, Later, during the same floor debate, Senator !:dnty
' reiterated that the definitions of contribution and ezpond!tqce
ﬁad been "modified so as to permit candidates for Pederal office
to obtain bona 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




!dl:tust il on-d It tho margin mt
mnl to a lom at the time the loan is o&t&imd, thtu is a
dif!otent result; such cash would be considered ﬁhu dopocitm:‘n
i‘own funds. But an account composed ml-ly of securities cn
" provide only collateral for a lvan.

In the umnt matter Charles Schwab and Co. udc & lonn ot
'”sza;ooo to Mr. Schaefer, with stock in his -.rglu-lebunnt*!drbtng
“u conatcul tot that loan. Mr. Schaefer then Icnt th& ﬁlﬁm
to ;:t:u u-puqn. ' Given the pzmuiou oﬁ 2 n.sf' w t m&m u;

‘Jvlolnttd 2 u;s C- L 5 4‘15 br lﬁﬁ.ﬂ‘*‘l -
m::.cs Schwab and co.y

2 U.S.C. § 434(a) (2)(A) (i111) requires ‘the prindipal coan!ttoq.
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.

;{f On December 8, 1987, the Commission voted to take no action at
that time with regard to a possible violation of 2 U.S.C. § 441b by
Charles Schwab and Co. 1In 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, 1988.

2 U.8.C. § 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, 1988.2/

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.

II. DISCUSSION OFf CONCILIATION PROVISIONS AND CIVIL PENALTY

37 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 outscanding 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
Huerta and $28,000 to the candidate's margin account. The
information in this report bears no relatioanship to the
transactions itemized on the Committee's ba..k 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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III. RECOMMENDATIONS

l. Find reason to believe that Michael Schaefer violated
2 U.S.C. § 432(e) (1).




lpolttnt violation hy
 close the file in her regard.

o

Staff Person: Sandra J. Dunham




FEDERAL ELECTION COMMISSION
WASHINCTON. D C 2048}

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS /JOSHUA MCFADDEqu
COMMISSION SECRETARY ) escxd’
MARCH 9, 1989

OBJECTION TO MUR 2561 - General Counsel's Report
Signed March 7, 1989

The above-captioned document was circulated to the

Commission 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 Aikens

Commissioner Elliott

Commissioner Josefiak

Commissionef McDonald

Commissioner McGarry

Commissioner 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.




BREFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Michael Schaefer, as candidate MUR 2561

Priends of Schaefer
Michael Schaefer, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Pederal Election Commission executive session of March 14,

1989, do hereby certify that the Commission decided by a

vote of 5-1 to take the following actions in MUR 2561:

1, Find reason to believe that Michael Schaefer
violated 2 U.S.C. § 432(e)(l).

Find reason to believe that the Priends of
Schaefer Committee and Michael Schaefer, as
treasurer, violated 2 U.S.C. § 433(a).

Enter into conciliation with the Friends of
Schaefer Committee and Michael Schaefer, as
treasurer, prior to a finding of probable
cause to believe.

Take no further action regarding an apparent
violation by Mary E. Huerta and close the
file in her regard.

(continued)




- Pedaral Blection Commission
Certification for MUR 2561
March 14, 1989

S. Approve the proposed conciliation agreement
and letters attached to the General Counsel's
report dated March 7, 1989.

Commissioners Aikens, Josefiak, McDonald, McGarry, and

Thomas voted affirmatively for the decision; Commissioner

Elliott dissented.

9
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Attest:

3

5

3- /-2 F

Marjorie W. Emmons
Secretary of the Commission
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

March 21, 1989

Michael Schaefer, Treasurer
Priends of Schaefer Committee
121 Broadway Suite 554

San Diego, California 92101

MUR 2561

Dear Mr. Schaefer:

On December 8, 1987, and March 15, 1988 the Pederal Election
Commission found reason to believe that the Priends of Schaefer
Committee and you, as treasurer, violated 2 U.S.C. §§ 44la(f).,
441b, 434(b) (8), 434(a) (2)(A) (1ii) and 434(a) (2) (B) (1) end (ii).
Also, on March 14 , 1989, the Commission found reason to
believe that you, as candidate, violated 2 U.S.C. § 432(e) (1) and
Friends of Schaefer and you, as treasurer, violated 2 U.S8.C.

§ 433(a). At your request, on March 14, 1989, the Commission
determined to enter into negotiations directed towards reaching a
conciliation agreement in settlement of this matter prior to a
finding of probable cause to believe.

Enclosed is a conciliation agreement that the Commission has
approved in settlement of this matter. If you agree with the
provisions of the enclosed agreement, please sign and return it,
along with the civil penalty, to the Commission. 1In 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.

Singcerely,

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement




FEDERAL ELECTION COMMISSION
WASHINGTON. D C 2046}

March 21, 1989

Mary E. Huerta
16131 Breezewood Drive
Las Vegas, Nevada 89108

RE: MUR 2561
Dear Mrs. Huerta:

On December 29, 1987, you were notified that the Pederal
Blection Commission had found reason to believe that you had
violated 2 U.S.C. § 44la(a)(l)(A). On Pebruary 11, 1988, the
Office of the General Counsel received a response from you to the
Commission's reason to believe findings in this matter.

After considering the circumstances of the matter, the
Commission determined on March 14, 1989, to take no further
action against you, and closed the file as it pertains to you.
The Commission reminds you that your loan of $30,000 to Michael
Schaefer which he then lent to his federal election campaign
appeszred to constitute an excessive contribution by you to the

campaign in violation of 2 U.8.C. § 44la(a; (1) (a). You should
take immediate 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
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. § 437g(a) (4) (B)
and § 437g(a) (12) (A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed.

If you have any questions, please contact Sandra J. Dunhan,
th staff member assigned to this matter, at (202) 376-8200.

aWrence M.
General Counsel




FEDERAL ELECTION COMMISSlON

WASHINGTON. DO 261

March 20, 1989

Nichael Schaefer, Treasurer
Priends of Schaefer Committee
8840 Villa La Jolla Drive $112
La Jolla, California 92037

RE: MUR 2561

Michael Schaefer, as candidate
Priends of Schaefer

Michael Schaefer, as treasurer

Dear Mr. Schaefer:

On PFebruary 25, 1989, you requested that the Reports
Analysis Division of the Federal Election Commission cease
questioning Priends of Schaefer (the "Committee") about financial
disclosure reports which should have, but have not been, filed
with the Commission. Because of the ongoing enforcement matter
involving your Committee, this request cannot be approved.
Therefore, you are reminded that the Committee must continué to
file the required reports with the Commission until such time as
the entire enforcement matter has been closed.

If you have any questions, please contact Sandra J. Dunham,
the staff member assigned to this matter, at (202) 376-8200.

Y

rely,

Lawrence M. Noble
General Counsel




Lo
Miohas! Sokhiwsfon

FAR TRANSMIBEION (0'9) 484-3887

April 5, 1989

Sandra J. Dunham, Esq.
Federal Elections Comm.
Washington, D.C. 20463

Re: MUR 2561
Dear Ms. Dunham:

(1) Upon my return from 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 abandoned last August in San Diego, Cal.
to relocate to the above address. Please see that only
the above 1150 Silverado, Suite 111, La Jolla, ¢'1.92037
address appears on future mailings.

(2)I regret that you do not favor addresses with your

800 phone mumber, for tollfree communication. Former
staff members did. Please try to &o that in the future.
I tried to reach you ¥rom my home this morning (I got in
last evening), spent about 5 minutes on the phone trying
to reach you, you were unavailable, Mr. Noble was not
taking calls, and his secrétary 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
of California, against the FEC, and I will do so, unless
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.
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(4) Your March 20th letter, to my home, advised that
I must continue to be subject to demands for periodic
filings for the Committee. The Committee ceased to
do business after September 9, 1986, and has since been
disbanded, 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 Julyv 17, 1987.
It is silly, and burdensome for your office as well as
myself, to have your staff demand that I file periodic
reportgs----1 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 MUR 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)




c. I am well aware, personally and professionally, of
the §$1,000 limitation on federal campaign contributions,
having been a candidate for the U.S. House 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 was 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 commercial 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 on
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 criticism, 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 i1mmaterial. And frankly, I
could have borrowed the funds from any commercial bank
at interest rates approximately the same as those paid Mrs. Huerta.
I think that Mis. 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.




g. The Pebruary 28, 1986 assignment to the
Committee of my beneficial interest in a $671,142
mortgage note has been nullified, setaside, and
reversed by the Trustee in bankruptcy:; he has
in fact 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 some
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 mom
to make a contribution of $500. Again, I do not remember
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, 1s 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.




k. I don't understand your reference to Charles Schwab
& Co. in the agreement, this company was owned by Bank of
America for times involved in the 1986 campaign, I believe,
and is similar to a commercial 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 document, 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.

Sipeerely,

LAWRENCE M. NOBEL, General Counsel MIC
Kenneth Houseman, Esg., Howard, Rice

et al., Counsel for Charles Schwab & Co.
Floyd A. Walden
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SOUTHERN DISTRICT OF CALIFORNIA
CASE NO. 87-05174-IM11
NOTICE OF AUTOMATIC STAY
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)

TO: ALL CREDITORS, EMPLOYERS, ANY PARTY IN INTEREST AND

1919) 933 ¢ 0003

; TO ANY HNRSBAL,=CDﬂSTABLE, SHERIFP OR OTHER LEVYING OFFICER:

-~

841 0iEGv. LCALIFONMIA 82101

215 BROADWAY ¢ BUNTE 1900 .

PLEASE TAKE NOTICE that on July 17, 1987, th. above—-naned

-t
o

;
' g

| Debtor filed a proceequ under Chapter 11 of Title 11, United
States Code.

Pursuant to Title .11, ilnited 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 pricr to

the commencment of the a.bove-referent_:ed case unles the creditor

or - other par"y in interest complies with the provisions of Title

11, Sec ion 362, United States Code.

Dated: Juley 21, 1997 Mﬂé&cw
- BRIAN D. B'EAUDOIN ]ESQ"
Lo

FEB 1019gg

-
SNNAL 5
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1858-1 004361y T
-1 US SERVICT

u:,,A

-
)
i




e o
Mlishaet Sohioglor

FAR TRANSVMIBEION (0'0) 4842087
April 12, 1989

Ms. Sandra J. Dunham, Esq.
Office of General Counsel .
Federal Elections Commission <,
Washington, D.C. 20463

Dear Ms. Dunham:
Reference MUR 2561.

Crifariafe s 0

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 April,
so that I can get this matter before the Commission
or the U.S. Bankruptcy Court, promptly.

It appears that sec. 437g of the Federal Election
Campaign Laws provides for Commission action before
discovery, and for reaction to a complaint filed.

1. Please advise me vhether a Complaint was filed
by any citizen with the Commission, and if so, the
identity of complainant and the date the item was filed.

9

36 8 5 3

A"

2. It appears that the Commission, by an affirmative
vote of 4 of its members, opted to proceed as to myself.
Please identify for me the 4 or more affirmative votes,
by name, and the date such action was taken.

5

3.Since I did not receive notice of such Commission
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.

Sincerely,
nf%dféf SCHAB’%R




P.§5. Specifically, I would like to know your positiom,
pmtly. as to why you fesl that the Commission is
mt !m the Automatic Stay entered in my federal

“cz It provides that "all entities”
are bar from eontinning any process against Debtor
for any claim that was commenced prior to July 27, 1987,
or that could have been commenced prior to said dntc.

I have provided you with the Notice of Automatic Stay,
and you of course had constructive notice of same.
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UNITED SQNTES BANKRUPTCY COUR?
SOUTHERN DISTRICT OF C&LIFORNIA
CASE NO. 87-05174-1M11

NOTICE OF AUTOMATIC STAY

)
)
)
;
Debtor-In-Possession. . ;

TO: ALL CRBDITOQS, EMPLOYERS, ANY PARTY IN INTEREST AND

-

, TO LNY HKRSRAL CDNSIBBLE SBERIFF OR OTHER LEVYING OFFICER:

-
-

:
i1
2
g

215 BROADWAY o SUITE 1000
8421 0:4Gu, LALIWOMMA 83101

--.' ' PLEASE TAKE NOTICE that on July 17, 1967, the above-named
Debtor flled a proceeding undc: 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 comnencment of the above-referenced case unles the creditor

or - omer par‘y in 1nterest complles w:Lth the prov:.s:.ons of Title

11 Sectzon 362, Un:.ted States Code.

- -

L4

Dated: Juley 21, IS¥1 Mn@u——)
-~/ BRIAN D. BEAUDOIN; ]ESQ"
H z‘;

- | FEB 101988
1858-1 004361y A - "NTERNAL kv, U SERviGT

£l \‘qn o~
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April 30, 1989

Chairman
FPederal Elections Commission
Washington, D.C. 20463

Dear Mr. Chairman:

I have been the object of your MUR 2561 for
some 3 years now, and am distressed that the best
your staff can come up with, timewise, is that I
am required to exhaust my administrative remedies
before going to federal court, and that when you
get around to it, a hearing will be set in Los
Angeles or some other area convenient to my home.

I will be in Washington, D,.C the last
part of May and early June, and vill be by

your office to discuss this with you.

Apart from the facts being insufficient
to evidence any wrongdoing--the borrowing of money
on a well-secured conventional basis, by myself,
against public traded stocks, and my then using
the funds as personal contributions to my 1986
federal campaign(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

JCHN MICHAEL SCHAEFER
Attached: Automatic Stay Order Debtor
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' SOUTHERN DISTRICT OF CALIFORNIA
') CASE NO. 87-05174-LM11

JOHN MICHAEL SCHAEFER, NOTICE OF AUTOMATIC STAY

Debtor-In-Possession.

-

)
)
- )
)
)

TO: ALL CRBDITDRS, EMPLOYERS, ANY PARTY IN INTEREST AND

-

TO ANY !HRSHAL, CORSEA!LE, SHERIP? OR OTHER LEVYING OFFICER:

-

, b b
h & W N

10 333 « 0003
=

!
|

925 BROAOWAY o SULTE 1000
8231 088w, CALFORNIA 00101
-3
o0

- -i ' PLEASE TAKE mzcs that on July 17, 1987, the above-named

-d
-

Debtor filed a procecding undcr Chapter 11 of Title 11, United

-t
o]

States Code.

Pursuant to Title 11, United States Code, Section

N -
o o

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

N
-t

issuance or employment of process against the Debtor for any

3

claim that could have bee; comnenced'or was.commenced prior to

the comnencnent of the above-referenced case unles the creditor

N
c W

or 'ouher par“y in interest complles thh the prov;szons of Title

e L e-

11, Sectlon 362, Unlted States Code.

-, L e

Dated: JH-L‘-\ 2I‘ |qs-l ’ ,_‘____)
< BRIAN D %EA DOIN,dESQ‘

- FEB 1019gg

1858-1 004361y . ‘ NTERMAL e, coie

Fos ‘\‘r,‘n o

SERVICT




July 3, 1989
CERTIFIED MAIL

Lavrence M. Noble, Eaq.
General Counsel

Federal Election Commission
Washington, D.C. 20463

Re: In re J. Michaal Schasfer, Bankruptcy No. 87-05174-IM11
Friends of Schaefer/Your referance number: MNUR 2561

Dear Mr. Noble:

This firm represents Mr. Wilford D. Willis, trustee
("Trustee®) for the bankruptcy estate of John Michael Schaefer.
As you may know, Mr. Schasfer filed for Chapter 11 on or about
July 17, 1987. The Trustes was appointed to manage his affairs
on Aprn 18, 1988. Over the last fourteen months, the Trustee
has been administering the assets of Nr. Schaotot'o bankruptcy
estate, confirmed a plan of reorganization and is preparing to
satisfy the various claims of creditors of this estate.

It has come to our attentiorn that the Federal Election
Commission ("FEC") may have pre-petition claims against Mr.
Schaefer or Friends of Schaefer for violations of federal
election laws. If this is the case, I strongly encourage the FEC
to file a claim in this proceeding within thirty days of receipt
of this letter in order preserve the FEC’s rights to satisfy any
potential 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 Mr. Schaefer’s bankruptcy
filing, this letter shall serve as such a notice.




‘Por your convenisnce and to assist in filing of s claim, ‘it
f, I have enclosed & Proof of Claim fora for the United States

' - the southern District of California. TPlease
do not hesitates to contact me at the number set forth above, if
\ have any questions or concerns regarding this matter.

Very truly yours,
.
a& @‘0-—

J M. Ochoa

or

LUCE, FORWARD, HAMILTOM & SCRIPPS
SCRO9SIMO: tv
Enclosure
oc: Wilford D. Willis (w/0 encl.)

Nr. John Michael Schaefer (w/0 encl.)




Southern ﬁnuuc ote-m*om. '

A. CREDITOR INFORMARION

(TRhe reuner is 1RO PIFSRR OF GIRDT SRy 10 WRSE N0 SUDIST GUES MEN0Y 07 RISPeNY)

gy ] Mblmwmmm
he Sanbraptey Sourt In 1hiS ¢ase.

© Chock box 8 1his a00russ ¥10rs from e ad-
@08t On o SRvEiaps 2051 10 YOU by the caunt.

O Chock box ond antach 00py of aasignment i
claif has Soon ansigned %0 you.

g s e e

Crock bore ¥ ove chuim D) cvnds 8 provieuly
[} ied claim Gatee:
C supploments

8. CLAIM FORMATION

1 BASiS FOR CLAM C Wages. Salenes and Commsgions (P et Delow)
= Goess purchased Your secial security number
O = Services performed Unpeig services performed from (]
= WMomgs loennd Nature of services (Deecnibe briefty)
: = Other forms of contract Ggentity)
T Perseng! ingury/Wronghyi GeSINVPTORErty SOMage

Other (Describe brietly)
2 DATE DEBT WAS INCURRED

O
b 3 mwcultMnmm-”nm.mamdnmmmm.ﬂihumﬂm :
O 1 possibie for & Clait 10 B0 N ONR DRISgYy ang parly umuﬂmﬂuu-mmunnmu-m 3
clgim for 1o datence. e agiuie of The claim by CHECIGNG THE APPROPRMTE SO0K OR SONES which you Soliove S0t GUOHDND $he laim. 3
AMOUNT OF THE CLANM. i
< UNSECURED NONPRIONITY TLANE § i
For !he puwrpoees of 1l form. Gl i YRaaCuNd I Thess is RO col- Specily the prierity of the Claith By shaching the 5repnale Donies)
Tl wmeset. or t0 the extent the vaiue of calateral 18 1906 then (he emeunt or ¥

] § Aftach copes Of GOCUMENts id SUPPEIT Of this Claam, SUCh 8B PUCREBS OrTErS, INVOICES, NEMITNd SLEtaMents Of runmag |

SCCOoUNS, CORITCTS. SOUM judQMents, §r Svidence of security INereets. if the ¢ocuments are not avaltable, sxplain. If the doc- COURT USE ONLY

uMents 8re vOIUNNNOUS, SITECH & SuUMMary.

S This form shouid not B9 veed 10 Mahe 8 Claim 107 Gxpenses INCurTed aNer 1he AKng of he bankrupicy petition. Such ex- l

PONES May. be Paid ONly WDON Proper SPelication and NOtce purevant %o 11 US.C. §503. ‘

7. CREDITS AND SETOFFS: Attach an emization of ait amounts and @ates of payments which have been credited agains! .

e Se0t. ot fOrth any setof! Of COUNGICIAM WRICH the dedIOr May REve S0RINGt YOUr Clawm. |
i

8 Yo recerve an acknowiedgment of the receipt of your ciaim, enciose a stamped, uﬂmmmamyo'c .
your claim

C. CERTIRICATION

The undersigned certitios under penaity of perjury thel the debier nemed sbove is indeblied %0 the claiment In the emount
shown, that there is no security fer the debt other then thel oieied sbeve or In an sttachment %9 this ferm, thet ne uametured {
interest ie included. and that the undersigned is auihvorized to meke this slsim.

Ounte $:0n ong Prvt the Name 88 TiI9. o any. of 1he Cre0mor or Other Persen Authonzed 10 Fug g Ciasm (anach Cooy Of DOwer of Sromey . «f any)

i
i

Penality for Presenting Fraudulent Claim. Fine of up 10 $500,000 or imprisonment for up to S years, or both. Titte 18, U.S.C. §152 & §3623.




Southern District Of California
Noww of Debier
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< D O Ohook bou it you never rceived any nodices
. om he Sankruptty GOun In 1his CNe.

QO Chask hox if this asivess GWiers am e a0
G000 on Tho nvelnge 80Nt 19 YOu By The court.

O Chost bex and attach epy of assignment ¥
olain has Doon ansigned % you.

T Weges. Satanes and Commissions (Fill out below)

= Goo®s purchased Your socisl securtty number
= Services pertormed Unpeid services performes from ©
- Nature of services (Descnbe briefty)

3. CLABBIPICATION OF CLAM: mnmm.m-nm-o-cmdnmmmw‘m
nu“w-mnumnmmnmhmn wmnuommuun
wmnzﬁnmnmunmnmm SONES which you Dodiove Dot Guasries !he sleim.
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& TOTAL AMOUNT OF CLAM: § |

S ARtach cODS Of GOCUIMENtS it SUDHON Of i CLaiM, SUCh 88 PUFCRESS OTUNMR, KWOICES, ROMIZET Statements of running
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UMeAts 8% vOluMenous. SItaCh & SuMMaery.

S This fomm Should not D ¥eed 10 Make 3 Clalm fOr GXPEness INCuTed aher the filing of the bankrupicy petition. Such ex- |
PONSSS May DO pEd Only YPON DIOPEr APPHCELION and AOtCe purtwant 10 11 US.C. §503.

C. CERTIFICATION

NWMMMM porjury thet he ¢obier named sbove lo InGedied 1o the claimant In the smeunt

I8 ne security for the Gebl ather then the! ¢10ied sbove OF in an sttachment 19 this form, thet ae unmetured
intorest ls Included, and thet the undersigned is autherised to Mmeke this elaim. i
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Penalty for Presenting Fraudulent Claim: Fine of up 10 $500,000 or imprisonment for up to S years, or both. Title 18, U.S.C. §152 & §3623.




UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF CALIFORNIA

© 0 N O 9 s WO NN =

-
o

m e
i In re: ) Adversary Proceeding
o~ 1) ) No. C88-0316-LM1l
| JOHN MICHAEL SCHAEFER, )
M 12 § ) AMENDED PROPOSED ORDER RE:
s | Debtor. ) DEBTOR'S CONTENPT AND
L 134 ) ) SANCTIONS
e | Southern District of california )
. 14 }§ Bankruptcy No. 87-05174-LM11 )
O z
SR )
g V6 | WILFORD D. WILLIS, TRUSTEE, )
<X " )
¥ |
i Plaintifr, )
c 17 )
e 34 vs. )
’ )
. 4o || TOHN MICHAEL SCHAEFER, et al., )
e )
Defendants. )
20 )

N
-

The Court's Order to Show Cause re: Contempt came on

N
N

regularly for hearing in the United States Bankruptcy Court for

N
(A ]

the Southern District of California, on February 27, 1989, at

N
»

2:00 p.m., The Honorable Louise DeCarl Malugen, United States

N
(3

Bankruptcy Judge presiding. Margaret M. Mann, of Luce,

N
(=]

Forward, Hamilton & Scripps, appeared on behalf of Trustee,




50436853209
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Wilford D. Willis, wvho was also present; John Nichael Schaefer
appeared in his own behalf; C. Patrick Callahan appeared on

| behalf of Pamela Emery, the Irwin Trust and himself; Thomas A.
% Darton, of Gibson, Dunn & Crutcher, appeared on behalf of

Marjorie Gallego, et al., and Gibson, Dunn & Crutcher, but did
not take part in the proceedings.

In accordance with the Findings of Fact and
Conclusions of Law filed concurrently herewith, the Bankruptcy
Court hereby certifies to the District Court, pursuant to
Bankruptcy Rule 9020, that the debtor be held in civil contempt
for:

1. Disobeying the Stipulation and Preliminary
Injunction and Turnover Order entered on July 26, 1988, by
publishing an advertisement to sell property of the estate in
the Wall Street Journal;

2. Disobeying the Order entered September 15, 1988,
Re: Trustee's Application for a Preliminary Injunction

Regarding Debtor's Interference With Gallego v. Schaefer Appeal

by contacting appellate counsel and filing documents with the
Court of Appeal; and,
3. Interference with the Court Order entered

December 28, 1988, Approving Mitchell Taylor Settlement by

filing a lawsuit against C. Patrick Callahan and Pamela Emery.
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and are

futile _ , the Bankruptcy

| Court further recommends that the debtor be incarcerated for a

period of not less than five days and until such additional

| time as debtor is willing to fully comply with this Court's

| orders.

oarzn: £ B /,/.,se
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" SOUTHERN DISTRICT OF CALIFORNIA
| _ ) CASE NO. 87-05174-LM11
| JorN MICHAEL scuAEFER, ) NOTICE OF AUTOMATIC STAY
| ‘ ) :
Debtor-In-Possession. .2

-

. whd
& P ———

TO: ALL CREDITORS, EMPLOYERS, ANY PARTY IN INTEREST AND

TO ANY HRRSHAL,.CONSTLBLE, SHERIFP OR OTHER LEVYING OFFICER:

-t

sy PLEASE TAKE NOTICE thnt on July 17, 1987, the above-named

S St
N O O

Debtor filed a procccdinq uncor Chapter 11 of Title 11, United
States Code.

-t b
0w o

Pursuant ¢to Title 11, United States Code, Section

|
!
é
i
1
a
z
l
|

N
(=]

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

N
-t

issuance or employment of process against the Debtor for any

claim that could have been comnenced'or was(commenced prior to

the comnencnent of the above-reterenced case unles the creditor

At

or 'obher par*y in interest conplies wzth the provzsxons of Title

11, 8ect10n 362, Unlted States Code.

- . RN

Dated: Julay 21, 1987 : o
-/ BRIAN D. BEA DOIN ~ESQL.
L ‘).f(.

FEB 10 19gg

1858-1 004361y
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Luce, FORWARD, HAMILTON & SCRIFPS

WA 230-141¢

1700 @ SN OF Captimman RARA
10 VT 2 e
200 ONED, CAINAA 53400

S . ¢ Bar No. 133134

Hzo The Bank of Cslifornia Plaza
fiat

Strest
; ., Californis 92101
(619) 236-1414

Attorneys for Trustee, Wilford D. Willis

ima »
UNITED STATES BANKRUPTCY saaﬁz1ﬁ::3r‘.""

FOR THE SOUTHERN DISTRICT OF CALIFORNIA

Bankruptcy No. 87-05174-LNM11

NOTICE OF HEARING ON
APPLICATION FOR PAYMENT OF
FEES AND REINBURSEMENT OF
COSTS BY PROFESSIONALS

Date: April 13, 1969
Time: 3:30 p.m.
Dept: Two

JOHN MICHAEL SCHAEFER,
Debtor.

e’ W W e’ WP WP WP W’ P P P

TO THE DEBTOR, ALL CREDITORS AND OTHER PARTIES IN INTEREST:

PLEASE TAKE NOTICE that on April 13, 1989, at 3:30 p.m., in
Department Two of the United States Bankruptcy Court, 940 Pront
Street, Fifth Floor, San Diego, California, the following
Applicants will seek Court author}zation for a final award of fees
and reimbursement of costs as administrative expenses for services
rendered to the estate for the following amounts:
Applicant - Fees Costs Total

| Luce, Forward, Hamilton $269,251.00 §19,070.23 §288,321.23

& Scripps

| General Counsel to Trustee

L
, Totat B 2 puges: 380 000

Fro, . D




100 WaSY A STOEEIY
S D00, CAaSones 93000
19 238-100e

5 e oomems
LUCE, FORWARD, HAMILTON & SCRirPs

g

e
- ©

oeb 0 $29,617.50 $3,004.48 $32,621.9
nul l.ll. ’
Special Counsel to Trustee |
Levitz, Sachs $50,876.7S $1,164.41 351,7(1.16‘;
& Ciceric, Inc. b
Accountants for Trustee
The above request is detailed in the applications will be on
file and may be inspected during regular business hours at the
Office of the Clerk of the United States Bankruptcy Court, 940
Pront Street, Pifth Ploor, San Diego, California.
Objections, if any, must be in writing and must 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 set for the hearing above. (aprei 6, I"')
LUCE, FORWARD, HAMILTON & SCRIPPS

DATED: March 24, 1989
3 P 911
b 7 willis, et
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:

that it makes illegal a tramsaction that is legal,
der in the first instance is a private person
in the secand instance is a banking corporation,
even though the (a)interest rates, (b)collateral, loan-to~value ratio,
(c)amms length nature of the transaction are all very similar.

It is been a hardship and clutter to my office to have
this case open and festering for 3 years now, and I would ask
that you make a policy decision to proceed, or not proceed,
and advise me in writing at the above office. I expect to be
in Washington, D.C. in mid-November and will be in your office
to conffer, and ask that the Commission set me for a perscnal
appearance November 15-19, if we have not came to same

understanding by that time.
Si ly,

MI
Public Interest Attorney

o

jJ 0§ &K G




FAR TRANSMIBBON (0%) 490-0080

November 26, 1989

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

¥]

RERE

Re: MUR 2561

—di g

Dear Mr. Nobel:

You and I have discussed the above matter by phone at
some length, and I have talked to your staff counsel too.

L R
PR L

NOi§SI o,

On November 2nd your Ms. Dunham represented to me that
this matter will be resolved within 6 months, one way or the

other.

Ih: Hd OE AON 68

]
-

Since I have fully advised you of the pendency of the
federal bankruptcy filing and you have opted to eschew involvement,
I will have no alternative but to take the matter into Court
for resolution as to my post-bankruptcy liability for a fine,
if your office obtains such a sanction.

I know that you are constmained 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
lending me money on stock loans for years, to be hypocritical, and
I would be interested how many other technical violations of the
‘statutes 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
wtth Senator Alan Simpson recently, he assured me you had him pay a fine
because of a loan his mom 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 MM
growing cobwebs. I cannot handle or cope with uncertaintfy. MICHAEL SCHAEFER




L Off
Michaol Sohegfor

FAX TRANSMISBBION (818) 480-2826
January 24, 1990

Lawrence Nobel, General Counsel
Federal Elections Commission
washington, D.C. 20463

Re: MUR 2561
Dear Mr. Nobel:
I have been waiting some 3 1/2 years for your office
to act on the above, and was advised on November 2, 1989
by Ms. Dunham that it would be resolved "within 6 months".
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 my bankruptcy counsel has spent

considerable funds from my estate, which they control,
researching the issues you raised, and I have certified
by affidavit to the federal court that I am an indigent,
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 1 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;

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).

-
Sincenly,
MICHAEL SCH ER

1986 federal primary candidate(MD.)
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BEFORE THE PFEDERAL EBLECTION COMRISSION

In the Matter of m

Michael Schaefer, as candidate
rriends of Schaefer and
Nichael Schaefer, as treasurer

GENERAL COUNSEL’S REPORT

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.

L |
l { nef::ecgénsel

Date

Staff Person: Sandra J. Dunham
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BEFORE THE PEDERAL ELECTION COMMISSION

In the Matter of
MUR 2561
Michael Schaefer, etc.

REQUEST FOR EXTENSION OF TIME
FOR FILING OF RESPONSIVE BRIEF
COMES NOW Michael Schaefer requesting extension
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;

Petition for Certiorari to U.S. Supreme
Court in 'a personal case;

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-Junec, 1990.

Respectfully submitted,

‘;1~£2th91£L|

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;

Lawrence
2. Copy, g-:-gum M, Noble, General Counsel,
Federal Election Commission;

Executed 4/28/90 at San Diego, Calif. under
penalty of perjury.

ot




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463
May 4, 1990

Richael Schaefer, Bsquire
1150 Silvered, #111
La Jolla, California 92037

MUR 2561
Michael Schaefer

Priends of Michael Schaefer and
Richael Schaefer, as

treasurer

Dear Nr. Schaefer:

This is in response to your letter dated April 28, 1990,

N which we received on May 2, 1990, requesting an extension of 30
- days to respond to the Office of the General Counsel’s Brief.

y After considering the circumstances presented in your letter, 1I
Yo have granted the requested extension. Accordingly, your response
b oty is due by the close of business on June 13, 1990.

+ If you have any questions, please contact Sandra J. Dunham,
o the staff member assigned to this matter, at (800) 424-9530.
;.Pv Sincerely,
T
- Lawrence M. Noble

General Counsel

L g S B

BY: Lois G. L er
Associate General Counsel




FEDERAL ELECTION COMMISSION

WASHINCTON. 0.C 2003
April 24, 1990

Richael Schaefer, Esquire
1150 Silverado, Suite 111
La Jolla, California 92037

MUR 2561

Friends of Schaefer and
Michael Schaefer, as
treasurer

Dear Mr. Schaefer:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, and information
supplied by you, on December 8, 1987, March 15, 1988 and March 14,
1989, the rederal Election Commission found reason to believe that
you, as the candidate and Friends of Schaefer (the "Committee")
and you, as treasurer, violated 2 U.S.C. §§ 432(e)(1), 433(a),
434(a)(2)(A)(II1), 434(a)(2)(B)(i) and (ii), 434(b)(8), 441a(f)

and 441b and instituted an investigation in this matter.

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

The Commission may or may not approve the General Counsel’s
recommendation. Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual issues of
the case. Within 15 days of your receipt of this notice, you may
file with the Secretary of the Commission a brief (ten copies if
possible) stating your position on the issues and replying to the
brief of the General Counsel. (Three copies of such brief should
also be forwarded to the Office of the General 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.




“Michael Schaefer
- 'Page 2

If you are unable to file a responsive brief within 15 days,

- you may submit a written request for an extension of time. All
requests for extensions of time must be submitted in writing five
days prior to the due date, and good cause must be demonstrated.
In addition, the Office of the General Counsel ordinarily will not
give extensions beyond 20 days.

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.

rence M. Noble
General Counsel

Enclosure
Brief




BEPORE THE PEDERAL ELECTION CONNISSION
In the Natter of
Nichael Schaefer, as candidate

Priends of Schaefer and
NMichael Schaefer, as treasurer

GENERAL COUMSBEL’S BRIEF

I. STATENENT OF THE CASE

On December 8, 1987, the Commission found reason to believe
that the Friends of Schaefer Committee (the "Committee") violated

2 U.S.C. § 441a(f) by accepting excessive contributions from

Mary E. Huerta and Jay R. DeMiranda, 2 U.S.C. § 441b by accepting

a loan from Charles Schwab and Company, 2 U.S.C. § 434(b)(8) by
failing to report the debt owed Mary E. Huerta in a continuous
fashion, and 2 U.S.C. § 434(a)(2)(A)(iii) by failing to file a
1966 Year End Report. On March 15, 1988, the Commission found
reason to believe that the Committee and Michael Schaefer, as
treasurer, viclated 2 U.S.C. §§ 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. § 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.5.C. § 433(a) for failing to timely file a Statement of

Organization.




AMALYSIS

Bxcessive Contributions
1. Loan from Mary E. Huerta

Based upon information contained in reports submitted by the
Committee, it appeared that Mary E. Huerta 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
HMichael 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."
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Regarding her knowledge of Michael Schaefer’s candidacy and

' 'the use to which her loan would be put, Mrs. Huerta declares,

I 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 $500 to this campaign, 1
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. I 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. Huerta
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

gsecured 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
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$300,000 worth of stock, and having increased to $130,000 at
(the] time @ was a federal candidate, since paid back down to the
original $100,000"). He does not, however, dispute the
canmpaign-relatedness of the acceptance of the loan.

2 U.S.C. § 431(8)(A)(1) 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 Pederal office . . . ." 2 U.S§.C. § 44la(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 Pederal office,” while 2 U.S.C. § 44la(f) prohibits
the acceptance of contributions in excess of the limitations at
2 U.S.C. § 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. § 432(e)(2). See
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. § 44la(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
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subpoena show that the Committee’s account was opened in rdbruary
‘or early March, 1986, with monthly deposits of $6,711.42
sppearing throughout that year, through 1987 and into January,
1968.

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 Pebruary 28, 1986, and recorded in Los
Angeles on April 2, 1986. 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. DeMiranda 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

~
<
™
- ©
f‘w3

Chapter 11, Title 11, United States Code. Pursuant to advice of

3

counsel, Mr. Schaefer treated the $671,142 note as personal

n 4

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 me to so treat it would
be indefensible."

2 U.8.C. § 431(2) defines “"candidate" as an individual
seeking nomination for Pederal 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. § 110.10, a candidate may make unlimjited
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. § 110.10(b)(1). In the present
matter, Mr. Schaefer signed and recorded an assignment of the
mortgage at issue to the Committee on Pebruary 28, 1986, but
declared the $671,142 note to be personal capital in a bankruptcy
proceeding which he began more than a year after the date of the
assignment. Between February 28, 1986, and January, 1988, Jay
DeMiranda made payments to the Committee’s account which,
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

1/ 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 & 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.P.R.
§ 110.10(b).

The assignment of the $671,142 note to the Committee by
Mr. Schaefer in Pebruary, 1986, triggered his candidacy as of
that date. As noted above, 2 U.S.C. § 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 his attainment of the status of candidate were
simultaneous. Therefore, for the purpose of 11 C.F.R.

§ 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




Committee by Mr. DeMiranda. Therefore, the Committee was not the

recipient of excessive contributions from Mr. DeMiranda.
B. Pailure to Timely File Statement of Candidac
and Statement of Organization

Mr. Schaefer assigned the $671,142 to the Committee on

Pebruary 28, 1986. As discussed above, this is the date that
Mr. Schaefer became a candidate. 2 U.S.C. § 432(e)(1l) 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 Nichael
Schaefer violated 2 U.S.C. § 432(e)(1) by not filing timely a
Statement of Candidacy when he exceeded the $5,000 contribution
threshold.

Pursuant to 2 U.S.C. § 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). 1In 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. § 433(a).




-9-

C. Failure to Report Debt Continuously

2 U.S.C. § 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. § 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 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
Commission find probable cause to believe that the Committee
violated 2 U.S.C. § 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. § 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
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broker either cash or certain classes of securities which -.y-;.

used to obtain credit for the purchase of additional securities
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 also limited to
508. 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 brokefage 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. Schaefer’s $28,000
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. § 441b prohibits political committees from
knowingly accepting or receiving contributions from any
corporation. 2 U.S.C. § 431(8) and (9) define "contribution” and
"expenditure" as including any locan. The only exception to the
inclusion of a loan in these definitions is found at 2 U.S.C.

§ 431(8)(A)(vii) which exempts from the definition of

contribution "any loan of money by a State bank, a federally




chartered depository institution, or a depository institution the
deposits or accounts of which are insured by the PFederal Deposit
Insurance 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, lst 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 Campaign Act

of 1971 ("1971 Legislative History"™ at p. 217 (198l1)). 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 tc obtain bona fide bank loans."

1971 Legislative History, supra p. 460. Thus, unless it can be
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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 firam and thus a
contribution to any campaign which benefits from such a loan.

Contrary to Mr. Schasfer'’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. HNr. Schaefer then lent the $28,000
to his campaign. Given the provisions of 2 U.S5.C. § 432(e)(2),
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. § 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




-13-

with the Commission is required to continue in existence so long

as the committee has outstanding debts. 11 C.P.R. § 102.3. The
last report filed by the Committee prior to April, 1988 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. § 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. § 434(a)(2)(A)(iii).

2 U.S.C. §§ 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




3€iea-iondt that the Commission find probable cause to believe

that the Committee violated 2 U.S.C. §§ 434(a)(2)(B)(i) and (i1).
III. GENERAL COUMSEL’S RECONMENDATION

1.

rind probable cause to believe that Michael Schaefer
violated 2 U.S.C. § 432(e)(1).

Find probable cause to believe that Friends of Schaefer
and Michael Schaefer, as treasurer violated 2 U.S.C.

§§ 433(a), 434(a)(2)(A)(iii), 434(a)(2)(B)(i) and (ii),
434(b)(8), 441a(f) and 441b.

awrence N.
General Counsel
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In the Matter of:

Michael Schaefer, as candidate:; MUR 2561
Friends of Schaefer and
Michael Schaefer, as Treasurer
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BRIEF OF MICHAEL SCHAEFER

I. POSITION ON THE ISSUES

A. The entire matter is Barred by laches, if not

133
i

statute of limitations, more than 4 years having passed

since the March, 1986 campaign in the jurisdiction of

o)
wn
N0

H;ryland; To proceed now is denial of Schaefer's due process righu

3

B. The entire matter is barred by the defense of

selective enforcement. There has been an absence of

574

indication of prosecution of Jay R. DeMiranda, Mary E. Huerta,

0

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 1is
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 c¢f
record before the United States District Court, Southern

District of California, in Case No. Misc.90-0039 and before




the United States Bankruptcy Court, as a debtor and adverse
defendant, in Case No. C88-0316~-LMl11l and Bankruptcy No.
87-05174~LM11, as an indigent, seeking apvointment 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 Blection Commission 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
deprivation of liberty or property without due process of
law, the Sixth Amendment which guarantees him right to
trial by an impartial jury and the Assistance of Counsel,
and the Ninth Amendment which protects his retained rights.
E. 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 sums in excess of federal §1,000

limitation is meritorious, but the lawful restriction to




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
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prosecution of the lender, or the borrower, or both, once
the Commission has factually determined that the lender

has a practice of lending money, the loan was secured by

9250 4

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 pavments




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 immaterial.

G. The allegations as to failure to file 1987 and
subsequent reports is without foundation, as the

campaign, and the Committee, 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
vear old San Diego based bank having in excess of S1 billion
in assets. The Commission's files disclose that Marv E.
Huerta previously had loaned $100,000 against 15300 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 Huerta financing, of $100,000, or $130,000, at
various times, has always been secured on a basis consistent
with Regqulations 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 ¢f his mother's funds on a secure productive
basis. The son arranced a $500.00 de-facto contribution
from his mother, perhaps in appreciaticn cf 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 1inconsistent with the facts, and is enforcement of a




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.

I. 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 mortgace
note or else he'd be in default and risk loss
of the apartment building he had purchased.

Charles Schwab & Co. makes no inquiry into use
of funds that they loan to customers, and they
do not “"loan” it in the conventional sense of
individual "application®"; a customer of a
brokerage firm simply 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 drugs
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.

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 errcor to view Friends of
Schaefer as a federal political committee; it is an account

that has been used for a multitude of purvoses; Friends of

Schaefer has donated $500.00 in scholarship funds to a




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" Committee,

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
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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”.

X. There is no evicdence that Schaefer accessed and
spent more than $5,000 on his campaign until July, 1986,
at the same time Statement of Orcanization was timely filed
by Schaefer, for himself, and for nis one-man Committee.
There was no 'federal' nature cr identification of any

of the "Friends of Schaefer" charitable acccunt until




July, 1986 when Schaefer withdrew 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 owing)
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. TE
Schaefer's fundraising efforts had produced any cash, he
might reasonably have used the $30,000 to vayoff the Charles
Schwab & Co. margin account debit balance, or to purchase
more securities. The fundraising efforts proved minimal,
she he took funds out of his Charles Schwab account and
his personal commercial account (having the Huerta $30,000)
and used these to pay his federal political campaign bills.

M. The General Counsel's Brief completely overlooks
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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

i1s 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:

"Testimony received from witnesses was unanimously
in favor of the granting of loans...if such loans
were made pursuant to applicable banking rules
and regulations”.

Of course it appears that banks make loans pursuant to
applicable banking rules and requlations(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
508 margin requirement for mzking securities loans.

Loans consistent with "banking rules and reculations® can
be made by Charles Schwab & Co., and by Mrs. Huerta, and
neither one of these sources need to obtain a Charter as
a National Bank to avoid prosecution.

Senator Prouty talks about:

"bona fide" bank loans.

It is submitted by Schaefer that the Commission 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 subsegquent revorts
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 ¥rs. Huerta's

interest-income beyond what she had been earning in CDs.

General Counsel doesn't think it makes any difference.




The Trustee gave the Commission full notice of

:Z the bankruptcy status in a July 3, 1989 letter to
B Lawrence M. Noble, Esq., General Counsel, making demand ??
- upon the Commission that it file a claim “"within 30 days
@ of receipt of tliis letter in order to preserve the FEC's

ﬁa rights to satisfy any potential claims from the bankruptcy

: estate”. This was not done, and the Cammissions claims,

o if any, to the extent they have legal basis, aré' discharged

wn by the bankruptcy. To allow otherwise would fly in the face

of strong and overriding Congressional intent in enacting

Q)
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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 "lock under everv rock" in administration

not selective,

of federal statutes, but it must be consistent,

must recognize good faith activity as opposed to knowinc

violations, and must see that objects of its prosecution

have adequate counsel when they are indigent, as is Schaefer.



Furthermore, due process of law mandates that
in jurisdictions that compel misdemeanor prosecutions
to be within one-year of alleged offense, that gquasi-
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 Commission should find that probable cause
does not exist as to either Schaefer, or his alter-ego

Friends of Schaefer.

Respectfully submitted,

MI /
1150 Silverado, Suite 111
La Jolla, California 92037

Dated: May 29, 1990

Exhibits
A: Stock market gquotationn

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 cf 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 licuidated in order
to pay attorney and accounting fees of the bankruptcy.

THIS IS EXHIBIT A:

EXHIBIT B: ATTACHED.
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Michael Schaefer for County Supervisor:
~ “You know him. He knows you.”

i

Candidass. San Oiago County Supervisor

call me at my Mismion Valley
~Washington D.C. East San Diego, winning re- home, at 201-3870. You pay the
~ He was twice elected City election with 78%, of the citywide taxes, you deserve the most
to be your County Supervisor.” i
O-  Leadership begins with Michael Schaefer: e e
« Former San Diego City Councilman our and ocur
« Former Deputy City Attorney, City of San Diego families. Call out for new
« Former member San Diego County’s Board of Public Health leadership. Call out for Michael
* Longtime member of MADD (Mothers Against Drunk Driving) Schaefer for your next San Diego
« 1986 Counsel for National Center County Supervisor.
for Drunk Driving Control
* Organizer of several Kiwanis and e DISTRICT 4 s
Toastmasters Clubs

< Civil Rights Advocate - Member NAACP
« Honorary Alumnus, University of San Diego O VO I E 6
FOR

San Diego neighborhoods represented in District 4:

¢ College Grove + Linda Vista * Old Town . 2rad :
- Downtown San Diego « Logan Heights * Paradise Valley Mlke SChaefer
« East San Diego  Mission Hills * Rolando el

* Encanto * Mission Valley e Serra Mesa :

* Golden Hill e Morena area * Southeast San Diego e

* Hillcrest * Normal Heights » University Heights i

* Kensington  North Park « Uptown District Sl ss
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million to $1.5 billion, up 1009
while the county population
grew by only 32%.

MICHAEL SCHAEFER

for

COUNTY SUPERVISOR

Leadership tomorrow...the future is now.

Why does Mike 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 issues. The budget will
also correspond more to
population growth.

* Secure jails. Mike Schaefer will
find the needed monies in the
county’s $1.5 billion budget to
escape-proof our jatls.

* Deter births. As a
former member of the county’s
Board of Public Health, Schaefer
will work with the County Grand
Jury to respond to 25
recommendations to deter this
ongoing problem.

¢ Fairer share 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 neighborhoods safe.
Schaefer will “cut through the
red tape”, and work with
lawmakers to enforce stronger
laws to make our neighborhoods
safe.

* Recycling trash-to-energy plant.
In an effort to aid tiie problem of
where to dump our trash,
Schaefer has proposed a

recycling and

plant at the Otay Mesa state
prison. State officials estimate
that the $80 million investment
will turn a $28 million annual

profit.

» Keep property taxes down. If the
county’s fiscal managers could
invest idle funds for short
periods at an increase of just 1%,
in overall rate, the county would
receive $17 million in additional
money to help keep property
taxes down. Is this a Mike
Schaefer idea? Yes.

be decided June 5, 1990. If
Schaefer polis 509 plus one vote
he’ll be elected; otherwise there
will be a run-off in November.
Your future is now, you decide.
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DISTRICT 4

oVOTEo

FOR

Mike Schaefer

Community planners heve advoceted 8 new city-county’hesdquarters 5o be bullt just esst

of downtown. CRy Councll hes shelved the project, citing budget problems. AMike

Scheetfer discusess problems of the homelsss st Resurrection City duning the 1986 : :
Wakk-On-Washingeton by Americe’s poor.

PAID FOR BY SCHAEFER FOR SUPERVISOR COMMITTEE
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| B . Mike Schaefer

Secretary of Defense, Mel Laird and House GOP Laader, John Rhoedss. Rhoedss came
%0 San Disgo 0 keynote s banquet honoring Scheefer.
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Miskaol Silhafon

August 29, 1990

Chairman
Federal Election Commission
Washington, D.C. 20463

It is this citizen's opinion that vou do
a gross disservice to the American public when
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