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Prohibited COntributinMs Male of Assets

Section 441b(a) of Title 2 of the United States Co OSWt
in part that it Is unlawful for any national bank or au0
corporation organised by authority of any law of Umre18 1
make a contribution or expenditure in connection with ars
election to any political office, or for any candidate, p . l
committee, or other person knowingly to accept or receive iie
contribution prohibited by this section.

Section 441b(b)(2) of Title 2 of the United States Code
states, in part, that the term =contribution or expenditure3
shall include any direct or indirect payment, distribution, loan,
advance, deposit, or gift of money, or any services, or anything
of value (except a loan made by a national or State bank in the
ordinary course of business) to any candidate, campaign
committee, or political party or organization.

A review of the Comittee's receipt records identified 3
. transactions totalling $12,656.14 which involved receipts from

incorporated entities.
C:)

o - On April 29, 1985, the Committee received $5,570.50
CD from Liberty Lobby, Inc. for the sale of 3,719 bke atthe price of $1.50, the Committee's costy
CO

- On August 12, 1985, the Committee received $5,NSM.,80
0. from the Government Education Foundation for b .

of office equipment and equipment rental. Yb. .
C) price was determined using the cost of th e W1-
qr ($4,994.00) at the time of its original pr ... he. U

Committee on July 11, 1984 plus rental crag
CD $434.60, less $82.00 in legal expenses (am bIM" at

Attachment #I);

- On August 12, 1985,t he Comittee received $1,T* .*04
0% from The Spotlight 1) for mailing list rental. 'Me

mount was for 21,368 PoJ list Party names at a rate of
$80 per thousand names. _I

1/ The Spotlight, a newspaper, is owned by Cordite Fidelity,
Inc., a Delaware Corporation.

2_/ This invoiced amount appears to have been calculated
incorrectly. At a rate of $80 per thousand names 21,368
names would equal $1,709.44.



th At the exit conference a akesman for the Committeethat emumitte officials felt thoe* transactions were not

@ctributions but rather normal business transactions.

In the Interim Audit Report, the Audit staff recommedW
that within 30 days of receipt of the report, the Comitte
eitber (1) present evidence to demonstrate that the receipts ware
not prohibited corporate contributions, or (2) refund the afounts
received and submit photocopies (front and back) of the
negotiated refund checks. If the funds are not available to make
the refunds, the Audit staff recommended that these amounts be
reported as debts to the corporations until funds are available.

The Audit staff received a response from the Committee on
Say 18, 1988. In its response, the Committee described the tran-
sactions in question and provided copies of the corresponding
invoices. The response stated for each transaction that lile
consider this a normal business transaction and not a
contribution' and offered no further evidence to demonstrate that

U7 the receipts from these transactions were not prohibited
corporate contributions.

C,.-- - g e~ elgtion,

The Audit staff recommends that this matter be referred to0 the Office of General Counsel.
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ItohlbIted Contributions - Admnistrative ag-nses

Section 441b(a) of Titie 2 of the United States C W ,
in part, that it is unlawful for any national bank, of am.
cooporation organized by authority of any law of Congrem,* to
make, a contribution or expenditure in connection with am y
election to any political office, or for any candidate, pduttoel
committee, or other person knowingly to accept or receive &t'
Pantribution prohibited by this section.

Section 441b(b) (2) of Title 2 of the United States Code
states, in part, that the term "contribution or expenditure'
shall include any direct or indirect payment, distribution, loans,
advance, deposit, or gift of money, or any services, or anything
of value (except a loan made by a national or State bank in the
ordinary course of business) to any candidate, campaign
cammIttee, or political party or organization.

For the period covered by the audit, Liberty Lobby, Inc, and
The Spotlight provided office space, personnel, office eyqipient,

O utilities, and other office related services to the Committee.
The Committee was not billed by Liberty Lobby, Inc. or The

C) Spotlight for these services.
0 The Committee provided the Audit staff with vorkpapara an
o supporting schedules to document the calculation and #1

of administrative expenses incurred by the Committes dUrta S
+'! Administrative expenses were not allocated to the CoMm*&& KI. r

1986 due to the minimal amount of party activity duringt
year.n e

0 The administrative expenses were allocated bae on a
qW percentage of contributions received by the committee 4m..

monies received by the Comittee and all entities offtiLte tho Liberty Lobby, Inc. Using this procedure, the Committie
deterelned that it owes $41,148.51 to Liberty Lobby, lnA. and
$17,643.92 to Cordite Fidelity, Inc. for adsinistrativ e xnses

o incurred during 1985. The Audit staff reviewed the _vovkpmrsand schedules provided by the Comittee to support tb
calculation and allocation of administrative expenses a& ade
adjustments to the Committee's calculations based on fiingd
from the fieldwork. The Audit staff's calculations result au the
Committee owing $44,462.51 to Liberty Lobby, Inc. and $18,1.70
to Cordite Fidelity, Inc. relative to administrative expease
incurred during 1985.

In the Interim Audit Report, the Audit staff recommended
that the Committee, within 30 days of receipt of the report,
reimburse Liberty Lobby, Inc. and Cordite Fidelity, Inc.



for awamatutte

Auedit staffraC 1 0--"WO
to Liberty . lvae. j
aval1able to etngish tbimEt* 8.

The Cenittee filed mended teport, @vering the adit
period, on 7anaary 20, 1938. The amended reports diloeed a
debt to The Spotlight of $17,643.92 fr '1965 support services and
a debt to Liberty Lobby, Inc. of $41,148.52 for 1985 support
services. As noted above, the Audit staff's calculation of the
mounts owed to these entities for support services differ from
those reported by the Comittee.

lecommendation:

The Audit staff recommends that this matter be referred to
the Office of General Counsel.
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P roibited CrMtibutions ---Debt emy ent

Section 441b(a) of Title 2 of the United states C*4 *e
in part, that it is unlawful for any national bank# or
Socporation organized by authority of any law of CongArei't O
make a contribution or expenditure in connection with "W'
election to any political office, or for any candidate, o Uitical
committee, or other person knowingly to accept or receive any
contribution prohibited by this section.

Section 441b(b) (2) of Title 2 of the United States Code
states, in part, that the term 9contribution or expenditure"
shall include any direct or indirect payment, distribution, loan,
advance, deposit, or gift of money, or any services, or anything
of value (except a loan made by a national or State bank in the
ordinary course of business) to any candidate, campaign
committee, or political party or organization.

A review of the Committee invoice records and its 1986 April
15 Quarterly Report revealed a transaction in which the Committee
decreased a debt of $6,640.18 to an outside vendor without a
corresponding disbursement. Corresponding to this debt reduction
was an increase of $7,000 in Committee debt owed to Theo Spotlight.

o The Committee provided the Audit staff with correappMndae
dated January 15, 1986, and an invoice to document the p o
$7,000 by Cordite Fidelity Corporation to the outsideeV
behalf of the Committee in settlement of its outstan 14i Ut
plus finance charges.C)

In the Interim Audit Report, the Audit staff -e-62
that, within 30 days of receipt of the report, thee

Co either (1) present evidence to demonstrate that the pe of
the debt on behalf of the Committee was not a prohibitl
corporate contribution, or (2) refund to Cordite Fidelity
Corporation the mount paid to the outside vendor on behalf of
the Committee and submit a photocopy (front and beck) of the
negotiated refund check.

The response received from the Committee dated May 1$# 1938
described the transactions related to the decrease in debt to an
outside vendor and an increase in debt to Cordite Fidelity
Corporation in the 1986 April 15 Quarterly Report. However, the
Committee did not provide sufficient evidence to demonstrate that
the payment on behalf of the Committee was not a prohibited
corporate contribution.

Reconendation:

The Audit staff recommends that this matter be referred to
the Office of General Counsel.

.4



Dtbts and Oblisat in

Section 434(b) (8) of Title 2 of the United State COde
states that each report shall disclose the amount and 'tre of
outstanding debts and obligtions oied by or to such Volitica
Somtte and where such debts and obligations are settled for
less then their reported amount or value, a statement as to the
circumstances and conditions under which such debts or
obligations were extinguished and the consideration therefor.

Section 102.10 of Title 11 of the Code of Federal
Regulations states in part that all disbursements by a political
committee, except for disbursements from the petty cash fund,
shall be made by check or similar draft drawn on the accounts
established at the committee's campaign depositories.

The Comnittee reported the reduction of six debts for which
a corresponding disbursement was not reported (See Attachment
#X). The Committee's bank and disbursement records did not

C4 include evidence of payment to correspond to the six debt
reductions.

The Committee was given a schedule containing the names ofo the creditors and the amounts of the unsupported debt redue4ikn
CD at the exit conference. The Committee subequently Prov'i LOW

Audit staff with information and documentation to so it the
ce debt reductions The review of thes documents by theAidit

staff revealed that the debt reductions Include om 0
O mde directly to Liberty Lobby, Inc. on behalf of thb* -",

the correction of an Incorrect billing of the, CMm e bheo tligbtap and credit given to Liberty Lobby, I ew ~ re
provided to an outside vendor by the Camaittee, aivi;el Owe
reduction in a debt which resulted from a poment tde by Cordite

S0 Fidelity C r~oration to an outside vendor on behalf of
Committee ._/

In the Interim Audit Report the Audit staff reoomeded
that, within 30 days of receipt of the report, the m-tte,
amend its reports and properly disclose the six debt tedetionas.
Such disclosures were to include itemization of each debt,
reduction amount and purpose on Schedule D of the 1EC Report. Zn
addition, individual contributor Information was to be pcovided
for the contributions received which were forwarded directly to
Liberty Lobby, Inc.

1/ The explanations provided by the Committee include the debt
reduction in Exhibit C.



e Auit, staff -- - -s that tble matter be v*fetrd to
tb- Offe of Gemeral Comel.



Uehle of Debt -

Liberty Lobby, Zn.

Liberty Lobby, Inc.

Liberty Lobby, Inc.

Liberty Lobby, Inc.

Printers Il, Inc.

Liberty Lobby, Inc.

$14,645.SS

143.59

10.25

128.35

6,640.18

Total $ 31 hu

OM2

ISO65Y3

Sf01

6601

S,02

Nr

0,

C0

"1
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SWTN RNALLY 02n-nitRAYS

Populist Party and Blayne Eutsalt
acting as treasurer

Liberty Lobby# Inc,
The Spotlight
Cordite Fidelity, Inc.
Cordite Fidelity Corporation
Willis Carto
Blayne Hutzel
Government ducation Founation, Inc.

0 ,WAW? S&TATUTES: 2 U.S.C.
2 U.S.C.
2 U.S.C.
2 U.S.C,

-iiSCIE CHECKED:

S 441b (a)
S 434 (b)
5 432(b) (1)
s 432 (b) (2)

&unditO vop ,sr

onO 2330mm 2463

None

This is a mater referred to the General COunsel'. Office

following Commission approval of a Final Audit Report @f a

political committee registered as 'Populist Paty' ('IMWx) for

the period January 1, 1985 through December 31. 1906.

This matter involves many of the same respondents and many
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F '  ........ ......... .... ................

V- b6elc 10*000 asft A-4 .)1 h~ 6"~w

os t to pirst Set of DisooVery %Wquests to the E "fen e tn .

omiection with that litigation. lhere appers to be soIa

conflicting evidence in that case, and the defendants' resoiadbe

to the discovery requests may affect our strategy in the

prosecution of the litigation. The defendants' response oould

also have a direct bearing on issues in M4UR 2642. For that

reason, this Office will submit a General Counsel's Report with

reason to believe recomendations in this MWR after receivinj the

defendants' response to the discovery requests.

-MR"

Staff member: Robert Raich



to 'lity, Inc.
e dite Fidelity Corporation
Willis Carto
Olayne utsel
OovernMent Education Foundation,

Inc.

GENERAL COUNSEL'S RMFORT

1. G owA OF MTTM

Yhis is a matter referred to the General Comwel's Office

lawving Comission approval of a Final Audit MOpoct of a

.i-in l m otti.. registered as llo t t' ' " ...

~ ~ )eti.E T MMw~Y 1, 196 throughDeebr) am

PNC -is a political comittee rgtEtg'm

ComiiSom on July 2, 1904. Willis Catto is -,v h 4 le

of PPC. (in all previous Rmts involving iPVC thw.. C a.. t"s

findings against it also ran against Blame futee . Le t*-

tr*&surer,' but the court Consent Order and f&-ttta tiwt

Willis Carto is and was acting as tremamret.)

Liberty Lobby, Inc. (OLL Inc.) is a corpocatioorgeaimed



~~~tl th uno M ttliet of Co1l"I**

~Ete Vi ty C69VWWMWetI9R aft e 4k)is~
Etitt oraime1d noder the laO of the *bo of

Cordite Fidelity, Inc. ("Cordite Inc.") is a corporation

organised under the laws of the State of Delaware and authorised

to do business in the District of Columbia.

Cordite Inc. assumed all assets and liabilities of Cordite

Corp. LL Inc. owns 100 percent of Cordite Inc.

The Spotlight is a weekly tabloid newspaper published by

the following corporations during the indicated time peoriods

LL Inc. September 1975 - April 1994

Cordite Corp. April 19S4 - Augut 19S

Cordito Inc. Auut 190s - Motch .O

L16 Inc.eter10
m/iis carto is an LEffior (TYrency Mil t

a 0 to 40 of 14) of I& xnc. (Acordifto t o eOrt

gma , Dr. + Carto coatrls and diretsall of the

leyno Wltsel is the Controller of ILL Inc,., owdito Oep,.

Cordite Inc., and PPDC. No has had rosponaibility for each of

the organisation's financial affairs. According to the Audit

Division, Blayne Hutsel is the individual who actually coenduted

1. Apparently Cordite Inc. and LL Inc. Jointly published The
Spotlight from September 1985 through march 1906. In its
masthead, The Spotlight still claims it is published by Cordite
Inc., although only LL Inc. has been the publisher since
Harch 1986.



sit, reprto t e -a* ft l t Offi a-

g. 3mtol apeared to be. taport* officer of ther, -

Org9aizations. Information received subsequently, mef ri,

suggests that he is not officially an officer.

According to the District of Columbia Corporations

Division, Government Bducation Foundation, Inc. ('06F Inc.) is

a corporation organized under the lays of the District of

Columbia having Willis Carto as its Chairman and Treasurer.

The Audit Division referred this matter for several

*eparat* categories of violations:

a. Sales of s ts

1. 3~e ed ~111" List

it is nlawu for msay Coopretion to mehe aft im-...

r iamtse In comeo With a federal lt $

pstoo" eeatt"e "-* wh~p mko~~pt
Vre0Ive any such Oomtt""wbo0 or for any offter

my eorp"Otion to eastto any corporote cointir

mpegnditure. 2 U.#.C. S 441b(a).

According to the Audit Division, on April 2V,
received $5,578.50 from Ui Inc. for PPnC, sale of Sa, le

to LL Inc. at PPDC's cost for the books. The Audit Division

also reports that on August 12, 1965, PPDC received $1,731.04

from The Spotlight for the rental of a sailing list of 21,368

Populist Party names. At the time of these transactions, VMC

was in debt to LL Inc. for over $200,000, and in debt to The

Spotlight for over $79,000. Despite these large debts, I& Inc.



m t fw .. ..

.60ditors state that it 1Wtb a mv~Z ~ F U t
'eoditor to ake direct paIt* of mns to an entity tbat i

already deeply in debt to the creditor. In addition, in view of

the apparent les than arms-length nature of these transactions,

a serious question is present as to whether they were

market-rate transactions.

The Commission generally views the selling or comercial

use of political comitte assets as fndraisiag for political

purpooes, resulting in eontributions subjoct to teb Act.

Althougb the Comission bas oa masiesile ypermited isolfl

sa.es of amittee ad**,y .).

the fa0ts Present ilk Uie i ,_ ift 1. *40 "4, W
at~r len66th treeda eSs9 11 aV" 1

amiaiom find 1rendos t# 4W10

treasurer LL Inc. Whe S Sbgti6 Co 1:o I". P d

Corp. violated 2 1.S.C., S 4411b*e).

as previously m d, Willis Garto ees1rols 04a'4W

the respondents. se is an officer and direCtor of LL Ino., end4

it is apparent that he consented to the corporate

contributions. Moreover, although Blayne mutsel Is apparent y

not officially an officer or director, as the individual wvho

actually carried out those financial transactions, be is a

*person" who knowingly accepted or received the corporate

contributions on behalf of PPDC, as proscribed by Section



i- i 10wl

1h ta Stifs, tft 1.. -dMnds that thooC S

t14d roa e to believe- Wilie Carts and layne Nutsel i

2 U.s.c. I 441b(a).

2. Itru"imet and Legal Iapenses

2%e Audit Division further states that on August 12# 19#5,

PPDC received $5,346.60 from Gir Inc. The payment consisted of

two components: $4o"4.00 for sale of equipment and $434.60 for

equipment rental. 2 Willis Carto appears to have personally

initialed various invoices concerning these transactions. fte

purpose of the transactions is not clear.

With paet8 in Ny, Agust, September, and Ocoot, 194,

M poltd.itey Owes a total of $4,"4.00 for eqIIuMt (a

Mall, a I t"Mwfw)* **Y eBo wi d es invoice int the

IeIOIU lqdatoa d sl y, 1*4o* ad wee AIr; ita t

nt by Whe heIst in the eqirst oaev. Whorin tOu Ii

puwehaed. It' fram WOI -13 scutbe latrt, hoWever,0 ini Mw,
PMe the orilual. padmese prize for the equilpmt ~i

was sot 4oprelted. Daritg the audit fieldwork wh"sa

Commission auditor ahked Dil"s Mtul why O tot 4nc _11 ,I tu

equipment from P5CC, Mr. Mtual said it was a mistake -,eO ".6C

to buy the equipment in the first place. According to the audit

workpapecs, the auditor then . . . asked Mr. Mutual why a

separate corporation that had no legal liability to pay for this

2. In February of 1984 08P Inc. apparently paid $82.00 for
incorporation fees on behalf of PPCW. PPDC credited this asnt
against the above figures to yield the total of $S,346.60 paid
by 03F Inc. to PPDC.



t fwwlidI pr tot the spit naatt , tdte.

1*~s said, that's the wa te d usnei.

In addition, it appears that GBY Inc. reimbursed P

$434.60 for the rental of a typewriter and television equi t

evidently used in connection with the Populist Party convention

in August 1964. There is no evidence suggesting a reason for

this payment.

Consequently, it appears that Car Inc. made corporate

contributions to PPDC. This Office therefore recommonds that

the Commission find reason to believe PPDC and Willis Carto, as
treasurer, and 63? Inc. violated 2 U.S.C. I 441b(a). Because of

their personal involvement in the transactions, this Office alo

reommends that the Ciioeion find reason to believe Willis

Cotto and 5ayne Uwtl fo violated 2 U.S.C. I 441b(a).

Bach diesisft report filed by a political Co.. m&-U

disclose, for each reporting period and the calondac l.ett1

i1a, the total amount of all receipts, the total assit f

contributions free persons other than political comitmee, the

total amount of offsets to operating expenditures, the

identification of each person who makes a contribution

aggregating in excess of $200 together with the date and anount

of the contribution, the identification of each person who

provides an offset to operating expenditures in excess of $200

together with the date and amount of such receipt, the total

amount of all disbursements, the total amount of disbursements

made to meet operating expenditures, the total amount of all



.f e to coetribti.o "Wthe *W address of'~

Oiian ezpeaMiitot* 1A oftbes of $200 1s a d-to lwot 14

40tating epnft5e together with the date*, amount, aFd |

seeh operating expenditure, the name and address of OSe

who receives an offset to Contributions together with the dete

and amount of such disbursement, the total sun of all

contributions, the total sum of all operating expenditures.

total operating expenditures less offsets to operating

expenditures, and where debts and obligations are settled for

less than their value, a statement as to the circumstances and

conditions under which such debts or obligations were

extinguished and the consideration therefor. 2 u.s.c. 5 434"b).

The Audit Division roports that during 1965 LLI. -. d h

Spotlight provided M90C with office space, persono.-Iiq

euipmet, utilities, '"d re1e servies. (DuttM,

"e Spotligbt wes pule4 bt Cordito Corp. and

as well as LL. Inc.) Veither LLI.inc, nor Ike spot.. %#~

IPPOC for these admimistrative eXPenMse. Acecdit di

Division, the value of the services provided by LL tling

1965 totals $44,462.51 and the value of the services p*. *4

The Spotlight totals $18,916.70. On January 20, 19ks, Pb

filed amended reports, diaelosing the administrative esees" as

debt to LL Inc. and The Spotlight. The amended reports,

however, disclose slightly smaller amounts for the

administrative expenses provided ($41,148.52 from LL Inc. and



.4-w

Zi emivattfto of the toteoobog, this 4fiee . b

that" the Cemission find reason to bellom w C sad u"W 
Carto, as treasurer; LL Inc.; The Spotlight; Cordite 1nc.6 ad

Cordite Corp. violated 2 U.S.C. S 441b(a). Due to their

personal involvement in these transactions, this Office also

recommends that the Commission find reason to believe Willis

Carto and Slayne Hutzel violated 2 U.S.C. I 441b(a).

Additionally, this Office recommends that the Comission find

reason to believe PPDC and Willis Carto, as treasurer, violated

2 U.S.C. I 434(b) by failing timely to disclose administrtive

expenses received, and by failing to disclose the total oes

of these expenses.
D. ftbt n t

bto as outside vender- owasehlf tV '06C fi~*
loose 9060 iotred a #*01401-6 -"t "to itiu-ate It 1Usf 'V

envelopes. POC disclosed that debt, oa its opts. l

January 23, l16, pursuant to Willis Carto's istnw uotias.

Cordite Corp. paid Printers II, Inc. $7,e00 on behalf Iot PJP in

settlement of PPDC' a outstanding debt plus finance charges. 4

3. The disparities are the result of differemes in the
methods employed by the Audit Division and the respondents for
calculating administrative expenses.

4. Although a year elapsed between the time the debt ws
incurred and paid, the vendor sent repeated dunning notioes,
including the threat of suit. Therefore, this Office makes no
recommendations suggesting this was an extension of credit
beyond normal trade and business practice by the vendor.

f ' M



-Tr

Ao4400tiylyr this Apw

Ilk -Wso to belieePl6o tt"6u to
The uYb Spotlightj Cotot 0 W odiet

S..C. S 441b(a). ~camwa of their personal iavolky_,W

the transaction, this Office further recommends that the

Commission find reason to believe Willis Carto and Slape Mttesl

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

3. Debts and Obligations

All receipts received by a political comittee must be

deposited in a designated depository. no dibursmat A be

mods (except petty cash disburseamfts) by a politica let.o

4.ept by check drawn on a desIgmam depository. 3 U C.

9 432(b) (1). 3v~ry persos, Vhk ee*easnr~uo
p

* tberised political V edia-(lith

t ree00 $50 or loss os the ot at

oust() if theb Dotrib oiio n a t Ie

)N treasurr withn toe ft** eh perso 0w i1 1'
delltical com tte s mt diyeceip toa ee oto

moit. and the total &anal& of.1 #.#tbui

ftem various sources. 2 U.S.C. S 4(b)(43). UabvoUthial
committee must also disclose the amount and nature of

outstanding debts and obligations owed by the, comittee,. as well

as the name and address of each person who receives amy
disbursemnt or provides any receipt in excess of $300, toeter

with the date and amount of such disbursement or receipt.

2 U.S.C. 5 434(b)(8), (5)(3)(v), and (3)(G).

The Audit Division reports that debts totaling $31,760.22



~V~g t~ed fi ~ witheut eorteepsI", &"aut aowou

....... ......Upttd.0 that total* "80 119.I we$ to Printers 2II. IM
" weeOod in the ptceding section, and the other $1,14. *

to L Inc., applied against PlVC's existing debt to Lu Inc.

exceeding $200,000. The amounts credited against PPDC"s debt to

LL Inc. included over $14,000 for goods and services PPC had

apparently provided to LL Inc. but for which PPOC assertedly had

not billed LL Inc. The amounts credited against PPDC's debt to

LL Inc. also Included about $700 for donation checks which

slayne Uutsel apparently decided were contributions to POC

after thoy were deposited in LL Inc.'s bank account. PPDC did

not explain these debt reductions on its reports, nor does it

appoa that PDC disclosed its contributions apparently tived

by LLI= eo

Aoeroily, this *e&oc roc*mends that the @un.- --

fin rei to e-bel1ev "M an Willis Cate, oas It,.

viloletd 2 U.S.C. 9 432(h)(1) by failing-to deposit 's $1i

its depositOry, aid I U.S.C. I 434(b) by failing to- diOe4 se

contributions received on Its behalf and by failing t6W i

and itmise its debt reductions. S This Office further

recommends that the Commission find reason to believe LL Inc.

violated 2 U.S.C. S 432(b)(2) by failing to forward

contributions for a political committee in a timely manner.

Additionally, because LL Inc.'s reduction of the debt owed by

5. In addition to providing full written explanations for the
debt reductions on Schedule D of its reports, PlIM should have
disclosed the amounts of the debt reductions as memo entries on
Schedule A and Schedule a of its reports.



C ail ;1L.a

thsOffice toecmuds that, the

believ C and Willis Coto, as tuek... gg * ac

violated 2 U.S.C. I 441b(a). Finally, becavus Of their Vptmsil

involvement in the transactions, this Office CininM@nds that the

Commission find reason to believe Willis Carto and slayne Kutgel

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

r. Request for sns and grders

Due to the respondents' unwillingases in the put to

provide information voluntarily this- Office rce-,n-s that the

Co selon approve the attached diAry .. Itulhr

046lory process. Wie Office, *I** gt h

is IIn appr1Ve thatn Pit

Carto, as ,- .. .. , "

434(b), a", 1,)(1).

2. Find easoe -to beliee Libte 1. Vl
2 V.S.C. 5 44wo4) a41

3. Find reason to believe 4" t3It G tt
Fidelity, Inc., and Cordite I |lt :C"p'otion
violated 2 U.E.C. I 441O(a).

4. Find reason to believe Government 8decotion
Foundation° Inc. violated 2 U.S.C. I 441b(a).

S. Find reason to believe Willis Carto violated 2 U.S.C.
I 441b(a).

6. Find reason to believe Blayne Eut el violated 2 U.S.C.

I 441b(a).

7. Approve the attached Factual and Legal Analyses.
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Attachments
1. Audit Referral
2. Factual and Legal Analyses
3. Subpoenas and Orders
4. Letters

Staff Member: R. Ratch

at Cou0



CIrt FIelity Ic.trto
Willis Cart*
alayne Mtuel
0overauwnt Udoctioa rouudtiou,

Inc.

cUIC&TION

Iwajorie v.O sft., 'Seaeret of the ftdogel 31otion

ain..io.d bt* ~tfythat- of: Opwe 4C$* F

1.:

2.

t.,J-LcA -A

S. Find resnto believe Willis Certo vil.Ui
2 u,80c. I 44lb(a).

6. Find roato belev Slyne Utsel violated
2 U.S.,C.e I 441bia).

*(eomU~d)
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14 Election Comission
fleetion of RUR 2642
ber 4v 1969

7. Approve the Factual and Legal Analyses, as
recommended in the General Counsel's Report
dated November 29, 1989.

S. Approve the Subpoenas and Orders, as
recommended in the General Counsel's eport
dated November 29, 1989.

9. Approve and send the letters, as recomotd
in the General Counsel's Report dated
November 29, 1969.

Comissioners Aikens, Elliott, Josefiak,

"d Thomas voted affirmatively for the decision.

Jeero4! .Date

Voceived in the Secrotariatt Wed., Nov. 2 , 11*
Circulated to the Commission: Thurs., Nov. 30. IW
Deadline for vote: Mon., Dec. 4, 19619 1: #



Wwhia"ta. D.C, 20003

a3: RM2642
populist party and Willis

Cat, as tresrer

"oar mt. Carto:

on Deogube 4, 195>9. the Federal glectioa Commission
P, "htteeis, roaet to belie~ Populist Petty (SCor

~I~tt1 ~ay~us tteseerer, violated 2 U-S*c.
%t'44~(e. 4Wb1) 4)()) pvslows off ft* ffeiu

ftt a beeis to' h

tot psr ijot sss

~~~t .& h .~ .b~ m .A ....

ima yew it uof of pottaee.tow u
m4d Ore. I bo Ad t be reprneted by se

adi teC4bo~ tithe escimi fo
the. Ae I I~ nooe of such mL

autboivina**0 auc -toe roive any notifications r.

in tho-L, -*of eadditiomal inforustios which
doemtrettat "a o h~ r action should be tahasgsas
the Cmittes M ou a treeert the Ca a

prb ~ -o~ to bs6- that a violation has @0evaM"

it you are, ist- sa In pursuing pre-probable coe
conciliation, you skLd ~so requst in witin, It C.V.3.
I 111.15(0D). "Upen roest of the requestr the 01111* of ts*



Populist Party
age 2

General Counsel viii make recommendations to the Commissto
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 recomend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, requests for pre-probable cause conciliation will not
be entertained after briefs on probable cause have been mailed
to the respondent.

Requests for extensions of time vill 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. 59 437g(a)(4)(8) and 437g(a)(12)(A), unless you nOtift
the Commission in writing that you vish the investigation tO be
made public.

Por your information, we have attached a brief desc
of the Commission's procedures for handling possible viO000"
of the Act. if you have any questions, please contact I
Raich, the attorney handling this matter, at (202) 3

sncorely,

Danny/L. McDonald
Chairman

anclosures
Subpoena and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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4, the matter of .

P~list Party and Willie Ott. o34
as treasurer )

TO: Willis Carto, Treasurer
Populist Party
130 Third Street* 5.3.
Washington, D.C. 20003

Pursuant to 2 U.S.C. S 4374(a)(1) aed (3). and in

furtherance of its investiitioea in tit a -hw-elatisewi mtter,

the Federal glection Comibocebr, orders yo to . it

written answers to the t*i %s0 this, No sa

iubpoenas you to pto -c .. 4r it ... a.......

Attachment to this

applicable, show botl * Id* U* _

for originals.

such answes met be, 4&@4 4WShh

forwarded to the Office of th-eeeIiSm ,A,

Comission, 999 3 Stret#'-. 1bag . *.1m
with the requested doca twithia IS d s of rooew o this

Order and Subpoena.



OWN 0 set his band in

of 1__ __ __9.__

of the Federal Zlection

Washington, D.C. on this

Danny McDonald, Chairama
Federal Blection Comiission

A?2?5tY

. - .... 0*e, on



In answering this Subpoena and Order, furnish all
and other information, however obtained, including heeigt
is in possession of, known by, or otherwise available to" I,.
including documents and inforation appearing in your reets

Each answer is to be given separately and indepiemntly,
and no answer shall be given solely by reference either to
another answer or to an exhibit attached to your respose.

The response to each interrogatory propounded herein shall
set forth separately the identification of each person apodble
of furnishing testimony concerning the response given# ing

0 separately those individuals who provided informational,
documentary, or other input, and those who assisted in dgtin g

1the interrogatory response.

if you cannot answer the following intecrgator40
after exercising due diligence to secure the full i
do so, answer to the extent possible and indicate ..
to answer the restmdec, stating whatever iafecmti

Aknowledge you have Concerning the uManvred P"rti
detailing what you did i& attempting to secure the
information.

P Should you, claim a privilege with respect to
commanications, or other items about which informao
requested by any of the following interrgatogiteeis
items in sufficient detail to provide justificatIoWs1
claim. Each claim of privilege must specify in detU . the
grounds on which it rests.

This Subpoena and Order is continuing in nature to
require you to file supplementary responses or a--mt__etimg
the course of this investigation if you obtain furthetn
different information prior to or during the pendency o*f us
mtter. include in any supplemental answers the dat* pOMpM ich
and the manner in which such further or different infomuaton
cane to your attention.



opwlist Party
se4

For the purpose of this Subpoena and Order, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean Populist Party, including all officers,
employees, agents, volunteers, attorneys, affiliates, parents,
or subsidiaries, thereof.

O.he Spotlight" shall include Cordite Fidelity Corporation
and Cordite Fidelity, Inc.

*Document" shall man the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or knows by you to
esist. The term document Includes, but is not limited to
vouchers, accounting statements, eirs. checks, money tdows
or other comercial paper, deposit spelp, confirmation O1
electronic fund transfers, bW* It@et- ts, invoicts, bgmbs,
lters, contracts, notes, d1e*9,W lot sheets, roferd 0f

commicate, trwe ipt . IteNgemsIC ampl",1

' da~t compilations fros whch iafeOeios a boefued.
Persons" shall be doomed to include bnoth s inua

plaral, and shall meen any natural person, pattaoitp,
camittee, association, corporation, or any other type of
orgsnisation or entity.

Ordentify" with respect to a natural person shall mesn
state the full name, the most recent business and residence
addresses and the telephone numbers, and the present occupation
or position of such person. *Identify* with respect to a person
who is not a natural person shall mean 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 this
Order any materials which ay otherwise be construed to be out
of its scope.



1. explain in detail each of the fOllming tramsctions,

a. The $S#576.5O you received from Liberty Lobby,

Inc. on April 29. 191S.

b. The $1,731.04 you received from The Spotlight on

August 12 r"S.

c. The $S,346.60 you received from Government

dmeiation Fie Utio, Inc. on August 12, 196S.

d. 'Ike $44,462.51 value of ilanistrative etiev

you cteeived -grew Librty Labby, Inc, dwriag l"S

S. het r# .014.70 vahm of nd~mistratIVOe

g. Ike *,*debs t.19#3 76.3. that y

iO Vithout correpiag diIwots in 165 and 1996.

2. PFeode11-doemts that in Ty -way relate, 0m M.o

or refer to the4 21,760.22 of debt reductions referoed.b ,

including, but not limited to, checks constituting those

transactions and complete ledger sheets reflecting those

transactions.

3. identify the natural person responding to these

questions and identify each person who provided any infentiton

used in the preparation of the resposse.



This ts a metter referred to the Oeneral Comselts 'Offjk

following Commission approval of a Final Audit Report of a

political committee registered as* Populist Party*m (*PPDC*) for

the period January 1, 1965 through December 31,, 19S4.

A. te Parties

PPDC is a political committee reistered with the commission

on July 2, 1964, Willis Carto Is now the treasurer of PWC.

Liberty Lobby, Inc. (OLL Inc,*) is a corporatiow! oia"

umde the laus 'f lhe, Distirict ofCouba

Cordite ttdmfty corperatios ("C*Cqite Corp. ) is gq

to d* busines in the Moltrit of-Cl~e

Cordite, Inc. @samed all assets and liabilittee of Covdite

Corp. LL Inc. om" '100 peteent, of 4COCdit*eec

The Spotlight Is a weekly tabloid nesae published by the

following corporations doring the indicated time periods:

LL Inc. September 1975 -April 1944
Cordite Corp. April 1944 August 1965
Cordite Inc. August 1985 - March 19061
LL Inc* September 1965 - present.1

1. Apparently Cordite Inc. and LL Inc. jointly published Te
Spotlight from September 1985 through march 1966. In its
masthead, The Spotlight still claims it is published by Cordite
Inc., although only LL Inc. has been the publisher since
Match 1966.



Willis Cat is askuffici V 9 100 i

director (one of 14) of LI.'Inc. Ru." R4

all of the organisations.

Blayne Eutzel Is the Controller of LL Inc., Ceoite Cep.,

Cordite Inc., and PPC. Re has had responetsbility for each of the

organisation's financial affairs. Blayne Eutuel is the Individual

who actually conducted the transactions constituting the

violations described herein.

Governmnt ducation Foundation, Inc. (00w inc.') is a

1,Il corporation organised under the law of the District of Columbia

having Willis Carto as its Chairman and IN,--em .

The Audit Division referred, this mtter get 1 ee ,l sp"e@et

categories of violatiomas

a. Sales of

It is for 09961f- -w 1 1'
or *Xpeaditure In nowes~ Vi-tbh~ v i4

4 political comitt*0 or other persom aeewyt Ws~e
any such contribution, or -for any ofigrcer or dtlemr e1 aim

corporation to consent to any corporate coatribmmon or

expenditure. 2 U.S.C. I 441b18).

According to the Audit Division, on April 29. 19S, POC

received $S,578.50 from LL Inc. for PPOC's sale of 3,179 books to

LL Inc. at ?FDC's cost for the books. The Audit Divisiow also

reports that on August 12, 190S, M received $1,731.04 from the

Spotlight for the rental of a mailing list of 21,M Poplmist



-fsrty nsn0. At the time Of these trnsactions, PM was ..

to LL Inc. for over 2fO,000, and in debt to The Spotlight fgt

over. $79,000. Despite these large debts. LL Inc. and The

Spotlight both paid IPPD directly rather than reducing the amst

of ??DC's outstanding obligations to then. The auditors state

that it is not a normal business practice for a creditor to make

direct payments of mosey to an entity that is already deeply in

debt to the creditor. in addition, in view of the apparent less

than arms-length nature of these transactions, a serious question

is present as to whether they were macket-rate transactions.

The Commission generally views the selling or commercial use

of political committee assets as fundraising for political

purposes, resultbig in contributions subject to the Act.

Accordingly, it appears that ?PDC knowingly received cporate

contributions. 1herefore, there is reason to believe PDC and

Willis Carto, as tevreaaer, violated 2 U.S.C. S 441b(a).

The Audit Division further states that on August 12t IS

PPDC received $S,346.60 from G03 Inc. The payment consisted of

two coaponents: $4,994.00 for sale of e uipment and $434.60 for

equipment rental.2 Willis Carto appears to have personally

initialed various invoices concerning these transactions. The

purpose of the transactions is not clear.

With payments in Ray, August, September, and October 1984,

2. in February of 1984 GRP Inc. apparently paid $82.00 for
incorporation fees on behalf of PPDC. PPDC credited this amount
against the above figures to yield the total of $5,346.60 paid
by 0EF Inc. to PPOC.



-4-A

#W61 pad fte Odk% a total of m*,194 .00 for Wimt~

ichine and 0,001"). TW itey Bowes invoice for the I

was dated July 11, 19640 and was addressed to LL Inc., not ' 0.

PPDC bought the equipment new. When GI Inc. purchased it ft

PPDC 13 months later, however, GF Inc. paid PPDC the original

purchase price for the equipment -- i.e., it was not depreciated.

During the audit fieldvork when a Comission auditor asked Slayne

Nutsel why 03n Inc. bought the equipment from PlC, Rr. Eutuel

said it was a mistake for PPDC to buy th. equipment in the first

place. According to the Audit Division, the auditor then 0. .

asked mr. Hutsel why a separate corporation that had no lep,

liability to pay for this equipment IwouldI pay for the Pt

IWMya mistake. Mr. Nutuel said, that's the way they d

In. additions it appars, that 03? Inc. reC m Pd

for the rental of a typeiter and television et

used in connection with the Populist Party convontion jin as

194. There is no *Vidence suggesting a reasom for this t.

Consequently, it appears that PPC knowingly ac ed

corporate contributions from 03? Inc. Therefore, there -g6

to believe PPDC and Willis Carto, as treasurer, violated 2 u.s.C.

5 441b(a).

C. Administrative asenses

Each disclosure report filed by a political comittee shall

disclose, for each reporting period and the calendar year,

alia, the total amount of all receipts, the total amount of

contributions from persons other than political committes,the



lm.S.., 1, ," r

! lt~z a~0 nt of offsets, to operating eped/tres.-

tSattfication of each person who makes a contributm

in eaces of $200 together with the date and amount oe..to

contribution, the identification of each person who prVtSe an

offset to operating expenditures in excess of $200 togth-eVith

the date and amount of such receipt, the total amount of all

disbursements, the total amount of disbursements me to meet

operating expenditures, the total amount of all offsets to

contributions, the name and address of each person to whoa an

expenditure in excess of $200 is made to meet an operating expense

together vith the date, amount, and purpose of such opefatiag

expenditure, the name and address of each person who *e0ves an

offset to contributions together with the date and kt of eah

dtldmesement, the total sum of all contributions, I"* 'of

aill, -Oerat expeditumres total operating pe1ea

offsts" to operatinq expenditures, and whore dets ,,I are settled for less than their value, a statemetoat Wthe

circumstances and conditions under which such debts- ot WigUauons

vere extinguished and the consideration therefor. 2 V..C.

S 434(b).

The Audit Division reports that during 1985 LL Zn. and The

Spotlight provided PPDC with office space, personnel, office

equipment, utilities, and related services. (During that year,

The Spotlight was published by Cordite Corp. and Cordite Inc., as

yell as LL Inc.) Neither LL Inc. nor The Spotlight billed P c

for these adainistrative expenses. According to the Audit

Division, the value of the services provided by LL Inc. during



i~tstotals$44~.5 And the' 4*lta. of the .04**e jj)

"1otligh9t tdtAlsa $1001916.70. on January 20, 19M, #M

k immnded reports, disclosing the administcative espgpses ' to

LL Inc. and "e Spotlight. The amended reports, however, digbe

slightly smaller amounts for the administrative e ues provide

($41,148.52 from LL Inc. and $17,643.92 from The Spotlight).
3

In consideration of the foregoing, there is reason to believe

PPOC and Willis Carto, as treasurer, violated 2 U.s.C. S 441b(a).

Additionally, there is reason to believe PPC and Willis Carto, as

treasurer, violated 2 U.S.C. S 434(b) by failing timly to

disclose administrative expenses received, and by failing to

disclose the total amounts of those expenses.

D. Debt tet ut

The Audit Division reports that Cordite carp. poe a $Jim

-debt to an outside veedor on behalf of hOC. ft4~

*lpVC incurred a -,e40.18 debt to Printers Uz, l e

PPDC disclosed that debt on its reports. Jaay 2), 3 i6

pursuant to Willis Carto's instructionst Cordite Leep. pa_ d

Printers 11, Inc. $7,000 on behalf of PPC in settim a 47*t" i@s

outstanding debt plus finance charges. Accordingly, thece iS

reason to believe PPDC and Willis Carto, as treasurer, violated

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

S. Debts and Obligations

All receipts received by a political comittee mst be

3. The disparities are the result of differences in the
methods employed by the Audit Division and the respondents for
calculating administrative expenses.



...... ....... ........ d,1t .. ...

1WeWW~pt Petty, 0a4b iAburs Is by a ptelitteal ci tte I"
by check drMM oK a designated depostory. 2 U.S.C. I 4320thl).

. ery person who receives a contribution for an unauthecised

political comittee shall: (A) if the contribution Is for $S0 or

less, forward it to the treasurer within 30 daysl and (a) if the

contribution is in excess of $S0, forward it to the treasurer

within ten days. 2 U.S.C. S 432(b)(2). Each political comittee

must disclose the total amount of all receipts, and the total

amount of all contributions received from various sources.

2 U.S.C. S 434(b)(2). Bach political comittee mast also disclose

the amount and nature of outstanding debts and obligations omed by

the cemmitte, as well as the name and address of each Peen wbo

recelves as: dt or pronrdes any receipt i *ms of
$200 togeter with the date a; uto uh4au~tor

r ~pt. 2 U.S•.C.. I 434(b.)48), (S)(S)(v), and (3)().

he Audit Dviioe. ,.erts that debts tot"i $1 1",.22

were rduced by PP without corresponding dl_--.ema r- POe.

Of that total, $6,440.18 was to Printers li, Inc., as dieeseed in

the preceding section, and the other $15,140.04 was to Li lao.,

applied against PPDCes existing debt to LL Inc. excemUng

$200,000. The amounts credited against PPOC's debt to LL Inc.

included over $14,000 for goods and services PPDC had apparently

provided to LL Inc. but for which PFDC assertedly had not billed

LL Inc. The amounts credited against PPDC's debt to LL Inc. also

included about $700 for donation checks which Slayne Eutsel

apparently decided were contributions to PPDC after they vere



ted to LL lat. t, bak s dtat lifd t ~p~i

~ ~1hkr dkiti@.3OR its "It9@t not~Si S ttb S

iseclosod its couttibuttons oppawe -tly receved by LL. Inc.

Accordingly, there is reasoe reason to beleve PIC and

Willis Carto as treasurer, violated 2 9.8.C. S 432(h)(1) by

failing to deposit receipts in its depository, and 2 U.S.C.

I 434(b) by failing to disclose contributions received on its

behalf and by failing to explain and Itemise its debt reductions.
4

Additionally, because LL Inc.'s reduction of the debt oed by ?POC

constitutes a thing of value, and because there are serious

questions coneerning the arm-length nature of the transactiome,

there is reaso to believe PPOC and Willis Carte, as treemrct

0
violated 2 U.S.C. S441b(a).

4. In addition to providing full vritten explanations for the
debt reductions on Schedule D of its reports, PPOC should have
disclosed the amounts of the debt reductions as meo entries on
Schedule A and Schedule a of its reports.



woobe 14, v1**

let, villis cact@
300Z-epDinU@m Aveftse S.S.3

as: MUR 2642
Willis Carto

Deat mr. Cartes

as Deoe 4 * It"* the Federcal gle"to iis
Loadht h ,~Is "emm to believe yoy VWltd. ..

ofthe p"Ieral Ulecm-pti of

U Jtab

S.,li lStd). WO~~ of the requst. 00e *t: the
0emva Mios vik~rceo lm to t14e

eithet PCop.WNW Ngwmart in settement of th 9I1t .,r

psvsed. ~ 4 -h*li~* the, General COVIMel Wa -oo ;,vat

so that i t ap w I its investigatice of tbe*I144~0
FurtherMAG tessi.Will not entra toue *
pre-probabl tessomiilJ~tionl afterc briefs1 oU 0~iI Vase

have been SMaIU to the res podent.-

Requests for eXtenSions Of tine will not be coutinely
granted. mequests mat be sad* in writing &t lest. fiVe daMYS



Willis Carto
ftag 2

prior to the de date of the response ad-specific
mot be demonstrated. In addition, the Office of the
Counsel ordinarily viii not give extensions beyond 20 days.

.If you intend to be represented by counsel in this aattg,
please advise the Comission by completing the enclosed for
stating the name, address, and telephome numer of such couaosl,
and authorising such counsel to receive any notifications and
other communications from the Commission.

This matter vill remain confidential in accordance with
2 U.S.C. SS 437g(a)(4)(9) and 437g(a)(12)(A)o unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief descrtiUes
of the Commissiones procedures for handling possible violU
of the Act. if you have any questions, please contact Rebct
aich, the attorney handling this matter, at (202) 37"M.

Sincerely,

anclosures
Factual and Legal Analysis
procedures
Designation of Counsel Form

174



This is a mut ztferod to the abta I~~V*Ofc

following Cini"Soa appovl of a Mial AUdit NleP~t Ofia

political coinittee registered as *Poplist Partyo (*IPOC) for

the period January I, 1"6 through December 31p 19".

A. The Patties

PPDC is a political Cinittee registered with the

Comiision on July 2, MCP4 Willis Carto is 'now the, treauer

of hOC.

.........r .. ... ..... ..? ...

Liberty, kbiy, ta.- 'I. Ina,*) is6 WIMPn 69SIS

under the 16 of MWt *teftr t olt0.

Corditsio w on A do

A. The 4ete

ooporatis 8 oiia casr ef itee' it

Corditle ~(Qt . ~

i~eO ognsed u1 oatb i *504 tbli Cte is.otteaue

to do busie \j0 o s -AS.0*t o5 CIb.

Cordite Inc. 'A *l ets end l0ldtlitiea of Cordto

Corp. LL Inc. oWns 100 poeoat of Cordite Inc.

The Spotlight is a weekly tabloid nowspapel publishod by

the following corporations during the indicated titporiods:



Willis Carte is an officer (ft'wre ) Oad CO-

director (one of 14) of LL Inc. r. Carte controls end I
all of the organixations.

Blayne Eut8el is the Controller of LL Inc., Cordite C4arp.,

Cordite Inc.# and PlOC. He has had responsibility for ealc of

the organisation's financial affairs. Slayne uutsel is t"

individual who actually conducted the transactions constAt tag

the violations described herein.

Goverment aiucation Foundation. Inc. (GOaW Inc.'e4

corporation orgaanised under the las of the Otict o

having Willis Carte as its Cheinma and fet ws-vez

he uitt "440"n refemi this, mt ter for ..

sparate c, ,.t-ft. of vi.,

1. m. ok*. an J a-).i.e List

It is unlawul for any coporation to stke aOy ..

or expenditure in connection Vith a federal eleetiou, * v4 ty
political comittee or other person knowngly to aoeepty".

receive any such contribution, or for any officer or djv of f

any corporation to consent to any corporate contributle or

expenditure. 2 U.S.C. I 44b(a).

1. Apparently Cordite Inc. and LL Inc. jointly publilm
Spotlight from September 196S through march 19W. in its
masthead, The Spotlight still clains it is published by Cewdite
Inc., although only LL Inc. has been the publisher sime
march 1986.



&tIn tot AUdit- ft s tri OR

teeoived $S,70.SO intn LL ISO foc *&S1*' sale of 1D, V* *

to ][ a, at P15CCs cost fog thebos h Adit fti*tii

also reports that on August 12# 19S, PVOC received $1,71Ul

from fte Spotlight for the rental of a mailing list of 21,.8

Populist Party names. At the time of these transctions. PM

was in debt to LL Inc. for over $200,000, and in debt to The

spotlight for over $79,000. Despite these large debts, LL Inc.

and te Spotlight both paid PPDC directly rather than reducing

the a munt of PPDC s outstanding obligations to them. The

auditors state that it is not a normal business practice for a

creditor to mke direct payments of moj to an entity tha 8

already eeply in debt to the creditor. in addition, in v of

the mpe eso less them arms-length nature of these t.... 0a-

a eres" q*ooto is present as to utbsr they were

mavhe-rt* trnsaetioma.

"ae Cmtolon erally view the solling or ,s_ --...

use of political coittee assets as fuNiaing "r politifl

purposes, resulting in contributions subject to the Act. It

therefore appears that PPDC knowingly received corporate

contributions.

As previously mentioned, Willis Carto controls and directs

the respondents. He is an officer and director of L16 InC., and

it is apparent that he consented to the corporate contribution.

Accordingly, because of his personal involvement in the

transactions, there is reason to believe Willis Carto violated

2 U.S.C. 5 441b(a).
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flueAudi Otw~iest~ler states that '*an M"ut1

-~received S- 3,3 60 ftem OWI Inc. fte palmeat S O

tW components: $4,994.00 for sal* of equipmnt and $44.W b V

equipment rental.2  Willis Carto appears to have esomeVy

initialed various invoices concerning these transations. tb

purpose of the transactions is not clear.

With Payments in nay, August, September, and October 1944,

PVoc paid Pitney Save a total of $4,994.00 for equipment (a

mail machine and scales). The Pitney Boes invoice for the

equipment was dated July l1, 1"4, and was adiressed toL lm e.,

not P C. Pc bought the equipment new. N SUI Ie.

purcheeed It from PMOC 13 Moatb later, howeer, OW t "

IgIC the ortiaal "Waceme pri e for the oq"Apin - i4

-m not dep~mineia. ftl." t audit f m Usu:*

#VsilosO 4"tot ;asked af~Etel why4M g~ft ~J~~4

eime t *om Mr . ftel sId jt wea a S

to buy the oqsipment la the first plae. A ..... to n

DiviLion, the auditor then a.. k. ased Mr. useel tlya
separate corporation that bed no legal liability to pet Iftis

equipment (would] pay for the Populist Party's mistake. er.

Eutsel said, that's the way they do business."

In addition, it appears that Gl Inc. reimbureed PM

$434.60 for the rental of a typewriter and television eqipmet

2. in February of 1904 037 Inc. apparently paid $8.e0 tar
incorporation fees on behalf of PlC. PMC credited thim8 samt
against the above figures to yield the total of $S,34L.4! lpad
by M3r Inc. to PlOC.



deutly used in C. 'o0

SAugut 1904. tere 16sf SOP.~~U *~~eu eg

Consequently, i t apears that OEVInc. made copoefte

contributions to PPDC. easeof his personal Involvemt ia

the transactions, there is reason to believe Willis Carto

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

C. Ad mnistrative I ases

The Audit Division reports that during 1905 LL Inc. aNd The

spotlight provided hPOC with office spece, persemmel, office

equipment, utilities, and related erices. (DuCing that yeac
te Spotlight was published by Comdite Corp. sad CotOite IZo.,

,as well as L Inc.) Neitber L&.Znc* nothe % potll0t bil

MMOC for these administcative eu e tod, to mw- -*,

mvisiosthe value of the -v nrim I ewd AIR ,. *E

*~tI5totals $44, 462.51en the a"b OI tow Aw

VhU Spotlight totals $1*.U*.70. Du#m y , PS

filed amended reports, diAmee& t t _he&A a tMst# umAmi as

debt to LL. Inc. and The Spotlijbt. I%& amded reporte.

however, disclose slightly smeller imats for the

administrative expenses provided ($41,148.52 fer LL Inc. sad

$17,643.92 from The Spotlight).
3

In consideration of the foregoing, it appears that the

respondent corporations and PlOC respectively made and acepted

3. The disparities are the result of differences in the
methods employed by the Audit Division and the respondents for
calculating adainistrative expenses.



- these transactions, there is reason to believe Willt*

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

0. Debt -oesment

The Audit Division reports that Cordite Corp. pdd a ,*

debt to an outside vendor on behalf of PPDC. On Jamuary 29t

1955, PPDC incurred a $6,640.18 debt to Printers li, Inc. for

envelopes. PPC disclosed that debt on its reports. On

January 23, 1966, pursuant to Willis Carto's instructions,

Cordite Corp. paid Printers 11, Inc. $7,000 on bebalf of P M in

settlement of PtWOC's outstanding debt plus finance .
Accordingly, it appears that the repone t o180

and IPPC respectively made ad accepted corporate io.

Boemse of his persomal involvemnt in the traneetis U 4S

esn to believe Willis Carte violated 2 u.S.C. 9 44,e)"

The Audit DiviGsio reports that debhs ttalimP

weyre reduced by PPDC vithout corre-pondng dt e

reported. Of that total* $6,640.18 was to Ptinetare rp.o0 as

discussed in the preceding section , and the otber #400140.44 Va

to LL Inc., applied against hPDC's existing debt to&& Ien.

exceeding $200,000. The amounts credited against PDCs debt to

LL Inc. included over $14,000 for goods and servies P had

apparently provided to LL Inc. but for which PVW aseot ely d

not billed LL Inc. The amounts credited against PhiSCs-debt to

LL Inc. also included about $700 for donation chees which

Blayne Hutzel apparently decided were contributions to Mc



t tw~ ~. ~~( 'i ~L1a ..- ew "Wm i

'~~~~~~t~j onaats *b i~@~.e its .

,Aips thint *wP diflycls.its eotb~tie, 4e~i #

by Li. Inc.

ACCOtdiUj1Yr It appeaSC that LL Inc. and PVW 9 re#610 *1

mmde and accepted corporate contributions. fecausa ofl Is

personal involvement in the transactions, there Is reain to

believe Willis Carto violated 2 U.S.C. I 441bia).
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! o~eet~ 14, i

R*i. Nike Pipet
Cordite Fidelity Corloration
30@ Idependence Av Sm S •.
Mahington, D.C. 2M03

as: 3U 2642
Cordite Fidelity Corporation

Deer Mg. Piper:

On oecember 4, M09, the ?ederal Election Com6ssio
found that there is Coeseo to beliee Cordite Fidelity
corporation (Mhe Cedrf-om t vIelatd a U.S.C. I 44li4H), a
provision of the u eetios . -_ of 1)01. asa mended (the "Act'). eie ? 1a Le aAmliS A,,

ftd a the o h 4~ le 14*9 s. t o

your infow ",eR.

Udert A i y ' ffo g t te*sW,+

-A I-

YOU may @ssets t" en ttin an x d 0
sesisSt y"u its tow" w~WS
sed Order. tIt "O t etoshoud be .e ...
aevise the aotion by m t t the e0els8404 fo
the name t address. vil tlo b se pmeed of so" uh
author izinq such cOWmeel to eceive ay notif catlemo or eae
coinications from the CeMission.

in the absence of anY additioal isfor0Mtios which
demontrates that no fthers action should be taks"eg"Ot
the Corporation. the Co s. my find prsbble oegse to
believe that a violation bas occurred and proceed with
conciliation.

If you age interested in pursuing pr*-probabla *ame
conciliation# you should so request in vriting. See i1 C.F.R.
S 111.18(D). Upon receipt of the request, the OfYice Of the
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Cordite Fidelity Corporation
Page 2

General Counsel viii make recommendations to the Comisij,40;.
either proposing an agreement in settlement of the matte* r
recommending declining that pre-probable cause conciliati %
pursued. The Office of the General Counsel may recoumsjdt
pre-probable cause conciliation not be entered into at thi u"a
so that it may complete its investigation of the atter.
Further, requests for pre-probable cause conciliation will "et
be entertained after briefs on probable cause have been mailed
to the respondent.

Requests for extensions of tine 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
aust 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. If 437g(a)(4)(S) and 437g(a)(12)(A), unless ye" notiy
the Commission in writing that you wish the investigation to-be
mde public.

For your information, ye have attached a brief daw%.4 "W a
of the Commission's procedures for handling possible vi"ONO
of the Act. If you have any questions, please contact
Ueich, the attorney handling this matter, at (202) 37.'r

%incerelyr

Vainy L. NcDonald
Chairman

Suclosures
Subpoena and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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[i4 the Netter of )

rdte Fidelity Corporation

TO: Mr. Mike Piper
Cordite Fidelity Corporation
300 independence Avenue, 3.z.
Washington, D.C. 20003

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

furtherance of its investigation in the above-captioned matter,

the Federal Election Comkission hereby orders you to euhit

written answers to the questions attacbed to this O e e

ubpoesas you to produce the dc0.ts requested t
attCbMnt to this Subpoena. eible copies whiok,

--A lcablet show botb side6 'of --77" dWTIet m-

Such answers east be b6atted under oath

forwarded to the Office Of the;-4MMeqal csem 1*% WSp
Consissiont 999 3 Street H. W... Washington, D.C. *Pns1.

with the requested docuaents within 15 days of r 4 o i*

Order and Subpoena.



, + . ,b1 +. + + , h t m

of ___set_ _ . . t bond inof ,1! ,

of the Federal Election Couam st i,7.

Washington, D.C. on this J_. Gay

Danny lcDona Cld, Cionrederal Election Cosmitsoon

AT:

0

+( + !,. +++,'! i+ !ii++;
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S...Fte fidelity Corporation

Pg3

INSTRUCTIONS

In ansvering this Subpoena and Order, furnish all docmgts

and other information. however obtained, including hearay, that

is in possession of, known by, or otherwise available to you,

including documents and information appearing in your records.

Each answer is to be given separately and independently,

and 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 *sll

set forth separately the identification of each person capble

of furnishing testimony concerning the response given dei ng

separately those individuals who provided 
informational,

documentary, or other input, and those who assisted in drafting

the interrogatory response.

C) if you cannot answer the following interrogatories In #wl
after exercising due diligence to secure the full infOveto

odo so, answer to the extent possible and indicate your iA ty

nto swer the rminder, stating whatever information or
knowledge you have concerning the unanwroed portion 04
detailing what you did in attempting to secure the mdAgiop
information.

Should you claim a privilege with respect to any d,
comaicatins, or other items about whicb informtion At

.a requested by any of the following interrogetories, do
items in sufficient detail to provide justification tot fta

P) claim. Each claim of privilege must specify in detail al1iif
grounds on which it rests.

This Subpoea and Order is continuing in nature so as to

require you to file supplementary responses or amemim_--e dsng

the course of this investigation if you obtain further or

different information prior to or during the pendency of this

matter. Include in any supplemental answers the date upon which

and the manner in which such further or different inforuation
came to your attention.



i33 2642
'Cordite Fidelity Corporation
-" 4

D3ZMITIOUS

For the purpose of this Subpoena and Order, including the
instructions thereto, the terns listed below are defined s
follows:

OYouO shall mean Cordite Fidelity Corporation, including
all directors, officers, employees, agents, volunteers,
attorneys, affiliates, parents, or subsidiaries, thereof.

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

*identify' with respect to a natural person shall* ifa
state the full name, the most recent business and reeibe
addreses and the telephone numbers, and the present 4 BoU tion
or position of such person. "!dentifyO with respect te* 'rwo

DIvho is not a natural person shall man provide the legmp, j&
trade names, the address and telephone number, and t 4ir,
names of both the chief executive officer and the aqi1,
designated to receive service of process for such pf ...

OAndO as yell as *or' shall be construed rot ."
co junctively as necessary to bring within the sc *.p
interrogetories any documents and materials which ,
be construed to be out of their scope.



*im2642
04 rite Fidelity Corporation
PgS

INT -W TORISS

1. Produce all of your Certificates of Incorporetion,
Articles of Incorporation, and Bylaws.

2. Identify all of your directors, officers, fimamsacl
custodians, owners, and persons who have assumed your 86"- end
liabilities for all time periods from January 1, 194, throug
the present.

3. Identify the natural person responding to these
interrogatories and identify each person who provided any
information used in the preparation of the response,



mmu~ur Cordte Fidelity Corporation 4

This is a matter referred to the Gemeral C le1' Off ce

following Comission approval of a Final Audit 2eftt of a

political coumitteo registered as *Populist Partya (0NVPC) for

the period January 1. 1965 through Deceaber 31, 1"6.

A. The Parties

PPDC is a political conmittee registered with the

Comnission on July 2, 1984. Willis Carto Is no the treasrer

of PPDC.

Liberty Lobby, Inc. (aLL Inc.') is a co-p-#_ o gped

under the laws of the District of Columma.

Cordite iJdalLty cfapeOtic (OCerdit ,1 a

,corporation otla"8d0 unde the laws o1 the

Columbia.

Cordite Fidelity, Inc. ('Cordite Zac.') 1e ton

organized under the laws of the State of , ,,a.egvnr,1* i,-.hrised

to do business in the District of Columbia.

Cordite Inc. assumed all assets and liabilittlee *'f Cordite

Corp. LL Inc. Owns 100 percent of Cordite Inc.

The Spotlight is a weekly tabloid newspaper p bebed by

the following corporations during the indicated time peioeds:



44M

see tnc. .p.r 1975 April 1
Cordite Corp. April 1"4 - August ItS
Co dite Inc, AVUt 1965- March 19W4
Li Inc. September 19S- pe . .

Willis Carto is an officer (Treasurer) and a corporate

director (one of 14) of LL Inc. Mr. Carto controls and digs

all of the organizations.

Blayne nutsel is the Controller of LL Inc., Cordite Corp.,

Cordite Inc., and PPOC. Be has had responsibility for ee* of

the organization's financial affairs. Blayne Kutsel is the

individual who actually conducted the transactions constituting

the violations described herein.

The Audit Division referred this matter for sewerel

separate categories of violations:

a of

It is unlawftl for any corOtion to make any ee.. M...

or expenditure in conection with a federal election, t a

political comittee or othet peon knowingly to ace"* Ot

receive any such contribution, or for any officer or dv t of

any corporation to consent to any corporate contributlo-4r

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

According to the Audit Division, on August 12, 196$S8,"

received $1,731.04 from The Spotlight for the rental of a

mailing list of 21,368 Populist Party names. At the tima of

1. Apparently Cordite Inc. and LL Inc. Jointly published te
Spotlight from September 196S through March 1966. in its
masthead, The Spotlight still claims it is published by Cawdte
Inc., although only LL Inc. has been the publisher since
march 1986.
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,*We transaction, PPDC was in debt to The Spotlight fof ever

$19,004. Despite this large debt, The Spotlight paid hO

directly rather than reducing the amount of P1Cs outstanding

obligations. The auditors state that it is not a normal

business practice for a creditor to make a direct payment of

money to an entity that is already deeply in debt to the

creditor. In addition, in view of the apparent less than

arms-length nature of this transaction, a serious question is

present as to whether it was a market-rate transaction.

The Commission generally views the selling or coinrcial

use of political committee assets as fundraising for political

purposes, resulting in contributions subject to the Act. It

therefore appears that Cordite Corp. made a corporate

contribtulon to PPDC. Accordingly, there is reason to believe

Cordite Corp. violated 2 U.S.C. I 441b(a).

C. MA41 strtwS e

The Audit Division reports that during 1965 The Spoelight

provided PDC with office space, personnel, office wquipmat,

utilities, and related services. The Spotlight did not bill

PPDC for these administrative expenses. According to the Audit

Division, the value of the services provided by The Spotlight

during 1985 totals $18,916.70. On January 20, 1968t PPDC filed

amended reports, disclosing the administrative expenses as debt

to The Spotlight. The amended reports, however, disclose a

slightly smaller amount ($17,643.92) for the administrative
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epoen* provided.

in consideration of the foregoing, there is resamt*

believe Cordite Corp. violated 2 U.S.C. I 441b(a).

D. Debt leparment

The Audit Division reports that Cordite Corp. paid a $7tM

debt to an outside vendor on behalf of PPDC. On Jamary 29v

1965, PPDC incurred a $6,640.16 debt to Printers II, Inc. for

envelopes. On January 23, 1966, pursuant to Willis Cartoss

instructions, Cordite Corp. paid Printers IX, Inc. $7,000 on

behalf of PPDC in settlement of PPDC's outstanding debt plus

finance charges.

Accordingly, there is reason to believe Cordite Corp.

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

2. The disparity is the result of differences in the methods
employed by the Audit Division and the respondents for
calculating administrative expenses.



EVh~L IC It~M SION

.". Decezbo 14, 19S1

WilliS Carto, Treeeuret
@--- "tt Shc1pation Foundation, Inc.

300 indepn-ene Avenue, 8.3.
Washil1ton, D.C. 20003

RE: MU 2642
Government Education

Foundation, Inc.

Dear r. Cacto:

On Dcher 4 r 1989, the rfderl lection Comission
fomd that thece is reso to believe Goverment 3duation
F40t, tn. (the Conpotetiong} violated 2 U.S.C.
9 44)1*), 4 LtNam of te Federal Election Cametin Act of
1971.a *eeAft*. We IFactualadL&l il
Sb"W or h Coma ission's findin, is a odhl

o-.!i e opportunity toeS~i tltP t e

the .... o yOhr Crepratlo t s uIpo
mlvse he lila b emptting that encose b e.W1 #rell

oh s o een ation of oher

oI N oa. 
2

.n .... sc sdithin IS das Ofh
dlostha e that. no 1u r uctio hoteriaes orain sh
to Coption, theby te 0pon "8 to the cuso
order.

b e" a" oostion am ttocrrey and have -an -atthne
gast yo04 tba inter s ot your response to thbe ue a
an Ott. If you Iaeud to be represented by counel plm.e
advise tho, Ce)o. b cempleting the enclosed form otting
the nam a ddess it ad tepon number of such couseol. and
authorising such counsel to receive any notifications or other
comanicationi frcom the Comission.

in the abece of any additional information which
demstrates that no further action should be taken against
the Cocporationr the Comission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation* you should so reqest in writing. See 11 C.F.3.
5 11.8D. Upon receipt of the request, the Ofilie* of the



Government Education roundation, Inc.
Page 2

General Counsel will make recommendations to the Commission

either proposing an agreement in settlement of the matter 
or

recomending declining that pre-probable cause conciliatioe 
b

pursued. The Office of the General Counsel may recomeni that

pre-probable cause conciliation not be entered into at this tim

so that it may complete its investigation of the matter.

Further, requests for pre-probable cause conciliation will not

be entertained after briefs on probable cause have been 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. S5 437g(a)(4)(9) and 437g(a)(12)(A), unless you notify

the Commission in writing that you wish the investigation to be

made public.

For your information, we have attached a brief deescia Os

of the Comaission's procedures for handling possible vish Ias

of the Act. if you have any questions, please contact idjat

Raich, the attorney handling this matter, at (202) 3764w.

/Sincerely, / /

it. -

anny i. McDonald
Chairman

Enclosures
Subpoena and Order
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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In the Matter of
IM3 -42

@@verniment Education Moalat Oo
Inc.

TO: Willis Carto, Treasurer
Government Education Foundation, Inc.
300 Independence Avenue, 5.3.
Washington, D.C. 20003

Pursuant to 2 U.S.C. 5 437dia)(l) and (3) and in

furtherance Of its investigation in the above-captioned mette ,

the Federal Election Commission hereby orders you to Itimit

written answers to the questions attached to this-4010tioad

subpoenas you to produce the documets requtd4* '-

attachment to this Subpoena. Legible, cOOis QW P

applicable, show both sides *f- tb6--doWmtS

for originals.

Such answers mint be submitted unde t 4Io : # r.

forwarded to the office of the Geseral Cael, a A

Commission, 999 a Street, H.W.6 Washington, D.C, j,'a1lft

with the requested documents within IS days of of this

Order and Subpoena.



ff-~~iI~ midation, Inc.

S- t-7he-ChmtCMn of the Federal Election CO oa

'he hereunto set his hand in Washington, D.C. on this day

of gdM4A) 1989.

•L.RcaoI C"naan
Federal Election Comissio

ATTST:

OF
oC OVerettary to' tb Comission

0

C



MO-D DOM: Oovernment Uducation roundatton, Inc. IM 3642

This is a matter referred to the General Counsel's Office

following Comission approval of a Final Audit Report of a

political comittee registered as *Populist Party* (OPPDCo) for

the period January 1, 1965 through December 31, 1966.

PPDC is a political comittee registered with the Comission

on July 2, 19S4. Willis Carto is nov the treasurer of PPDC.

Blayne Eutsel is the Controller of PPDC. 3e has had

responsibility for the organisation's financial affairs. slegme

o Mtutsel is the individual who actually conducted the transactions

O constituting the violation described herein.

Government Uucation Iedation, Inc. (00W Inc.') is

corporation organised under the laws of the District of C*La

hawing Willis Carte as its Caitrman and Trea 10er.

it is unlawful for any corporation to make ary contribution

or expenditure in connection with a federal elotion, or for any

0 political committee or other person knowingly to accept or receive

any such contribution, or for any officer or director of any

corporation to consent to any corporate contribution or

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

According to the Audit Division, on August 12, 1965, PPDC

received $5,346.60 from GaF Inc. The payment consisted of two

components: $4,994.00 for sale of equipment and $434.60 for
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quipment rental. 1 Willis Carto appears to have personally

initialed various invoices concerning these transactions. lbM

purpose of the transactions is not clear.

With payments in May, August, September, and October 194,

PPDC paid Pitney Bowes a total of $4,994.00 for equipment (a mail

machine and scales). The Pitney Boves invoice for the equipment

was dated July 11, 1964, and was addressed to Liberty Lobby, Inc.,

not PPDC. PPDC bought the equipment new. When Gr Inc. purchased

it from PPDC 13 months later, however, GE Inc. paid PPC the

original purchase price for the equipment -- i.e., it was not

depreciated. During the audit fieldvork when a Commission auditor

asked Blayne Wutsel why Car Inc. bought the equipment from PMDC,

Hr. Uutuel said it was a mistake for PPDC to buy the equipfnt in

the first place. According to the Audit Division, the aud4A&s

then . . . asked Mr. Eutsel why a seperate corporation thAt 'L t
no legal liability to pay for this equipment would) pay 'for the
populist Partys mistake. Mr. Butsel said, that's the' Vo ter"do

business."

In addition, it appears that GOr Inc. reimbursed PIMC $434.60

for the rental of a typewriter and television equipment evidently

used in connection with the Populist Party convention in August

1984. There is no evidence suggesting a reason for this payment.

Consequently, it appears that Gar Inc. made corporate

contributions to PPDC. Therefore, there is reason to believe CST

1. in February of 1984 GRP Inc. apparently paid $82.00 for
incorporation fees on behalf of PPDC. PPDC credited this amount
against the above figures to yield the total of $5,346.60 paid
by GEr Inc. to PPDC.
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UWA ELECTION COMMISSION
WASWVITO , D C Afj

Deceiber 14, 1989

r. Rike Piper
Cordite Fidelity, Inc.
300 1ndepeodece Avenue 0 S. a.
Washington, D.C. 20003

RK: MYR 2642
Cordite Fidelity, Inc.

Dear ar. Piper:

On Dat.etor 4 , 1989, the Federal glection Comission
fomad that there is reason to believe Cordite Fidelity, Inc.
ii v*1n 2 !US.C. S .441*) , a provision of the lde"tIr Eletion

70W a , a meded ( the Act'). h ?t l med!!tioms"A ch ftVW a besis for the ComimsewsA. t -1 116 got Your information.

tWC t4 t, ~p~e prta t 4-4-MRe

!~20" .. V ut if,
a e d be sub"itted orth;1 .

i n h s oeebne ofAll additional i m ( . _.utbtt -tttbot '" eold be taken g19 t C vdit di" Lty
Vi lti.,* the i- io~ ,Iid probable eause to 10li"e tua, a
vilaionL A", ocuw i a proceed vith oliation

It you are interestd in pursuing pro-probable cause
conciliation, you bsould so request in writing. 11 C.r.A.
I 111.18(d). Upon reoipt of the request, the Of111e Of theGeneral Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter orr-mendIng declining that pre-probable cause conciliation bepursued. The Office of the General Counsel may reommend thatpre-probable cause conciliation not be entered into at this time
so that-it may complete its investigation of the matter.Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Requests for extensions of time vill not be routinelygranted. Requests must be made in writing at least five days



Cordite Fidelity, Inc.
Page 2

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

if you intend to be represented by counsel in this mtrtgo
please advise the Commission by completing the enclosed tees
stating the name, address, and telephone number of such cove"l,
and authorizing such counsel to receive any notifications ad
other comunications from the Commission.

This matter will remain confidential in accordance with
2 u.S.C. S1 437g(a)(4)(5) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief deseripUem
of the Comissiones procedures for handling possible violetlo
of the Act. If you have any questions, please contact 3ebect
laich, the attorney handling this matter, at (202) 376-42e.

Sincerely,

D at 'n McDonald
Chairmhan

anclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form



ucordite Fidelity log w 2642

This is a Mtter refered to the Geeral cosli Office

following Comission approval of a Final Audit Report of a

political coittee registered as *Populist Patty* ('PPOC) for

the period January 1, 196S through December 31, 1986.

A. The Partties

PPDC is a political committee registered with the

Comission on July 2, 1904. Willis Carte is now the treasurerto7
of PPDC.

Lberty Lobby, Inc, ('OLL Ic.) st a c tic

unde the Iaess oi the Dstrict of ¢ol -ia.

Cordite Anm. #0qidetl 4 'nd Gies s Cdt

corporation ot9A tv th lws

Colvmsia.

Cordite Fidelity, Inc. ('Cordite Inc.' it"

organixed under the law of the State oat Am#se~S~i

to do business in the District of Clmi,

Cordite Inc, assumed all assets aOd liabilities of Cordite

Corp. LL Inc. owns 100 percent of Cordite Inc.

The Spotlight Is a weekly tabloid nespaper published by

the following corporations during the indicated time periods:



-a-

•L tee tt 2 i ..
Cordite Corp. April 164 -h: ..
Cordite Inc. AUgust 1905 -~b to" 1
LL Inc. Sepember Im s 'I . 1

Willis Carto is an officer (Treasurer) and a corpoCeU

director (one of 14) of LL Inc. Mt. Carto controls and difes

all of the organisations.

Blayne 3utuel is the Controller of LL Inc., Cordite Corp.,

Cordite Inc., and PPC. ie has had responsibility for each of

the organisation's financial affairs. Blayne Eutiel is the

individual who actually conducted the trameactions constitufti

the violations described herein.

The Audit Division referred this matter for several

separate categories of violations:

a. sa40 0 mts

it is unlaIful for my corporation t* ak* any I

ior eapenItwe ia 80osetion with a federal eletimOSO

political cemitte* or other person knowiny to ace"* . .

receive any such contribution, or for any officer or ditew # of

any corporation to consent to any corporate cotributios or

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

According to the Audit Division, on AUgust 12, 190S W*C

received $1,731.04 from The Spotlight for the rental of a

mailing list of 21,366 Populist Party names. At the time of

1. Apparently Cordite Inc. and LL Inc. jointly published Use
Spotlight from September 1965 through match 1986. in its
masthead, The Spotlight still claims it is published by Cowdite
Inc., although only LL Inc. has been the publisher since
march 1966.
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-Ikls transactiom, PPDC ws in debt to fte Spotlight Leov eiler

f*,O@O. DOspite this large debt, fte Spotlight paid

directly rather than reducing the amount of PDC*s outgteadI,

obligations. The auditors state that it is not a normal

business practice for a creditor to make a direct payment of

money to an entity that is already deeply in debt to the

creditor. In addition, in view of the apparent less than

arns-length nature of this transaction, a serious question is

present as to whether it was a market-rate transaction.

The Commission generally views the selling or commercial

use of political committee assets as fundrtsing for politlmal

purposes, resulting in contributions subject to the Act. it

therefore appears that Cordite Inc. made a corporate

contribution to PlOC. Accordingly, there is reason to b.Iww

Cocdite Inc. violated 2 9.S.C. I 441b(a).

C. goaA tt* onw&e
The Audit Division reports that during 1965 The AK

provided PPDC with office space, personel, office equ1pe,-

utilities, and related services. The Spotlight did not bill

PlDC for these administrative expenses. According to the Audit

Division, the value of the services provided by The Spotlight

during 1985 totals $18,916.70. On January 20, 1968, PPC filed

amended reports, disclosing the administrative expenses as debt

to The Spotlight. The amended reports, however, disclose a

slightly smaller amount ($17,643.92) for the administrative
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aaems provided.2

In cmaideration of the ftoreoing, there is reason t.

believe Cordite Inc. violated 2 U.S.C. I 441b(a).

0. Debt memaent

The Audit Division reports that Cordite Corp. paid a *7000

debt to an outside vendor on behalf of PPC. On January 39,

1965, hFC incurred a $6,640.18 debt to Printers li, Inc. for

envelopes. On January 23, 19S6, pursuant to Willis Carto's

instructions, Cordite Corp. paid Printers 1I, Inc. $7,000 on

behalf of PPDC in settlement of PPDC's outstanding debt plus

finance charges.

Accordingly, there is reason to believe Cordite Inc., *l*sbh

assumed all debt and liabilities of Cordite Corp., viola*"

2 u.S.C. S 441b(a).

2. The disparity is the result of differences in the metbods
employed by the Audit Division and the respondents for
calculating adainistrative expenses.



FIDEML LCTION COMMISSION
VAS9mcmNo. DC vwb

eclmber 14, 1989

me. luke IPiper
"h Spotight
300 ItiepeadeaMC. Avenue, S.Z.
Vashingto, D.C. 20003

RZ: MM 2642

The Spotlight

Dear nr. Piper:

On 0Cer 4 , 1969, the Federal gleation C"Mileion
found that the:. is reason to believe ft*e Spotih V46lAte2 U.S.C. S 441bla). 0 provislon of the 200ee l -lect - -a--a-gn
Act of 1#71 s (tow ActJ. The ra ed mm&AWme pA, 11 n a beeis for the CommisetOm'. Mis
S ae i ' efoe Ifur i mietmtion.

1*+ + bss2I ,e poluettt

eof this IN, .
OWuI at thit..,.r Cousel # -Oftc* 01i1 o

"gap to"*s~e.4hi~

sa it e Ot of amy additional inftto tn ---- uthat osL-fuettr Aiote shsmld be taken. agiast .12Ws 4Mllt,

violation has oairtd and proceed vith coeiliatioa.

1f yau are interested in pursuing pre-probable cameo
conciliation, you should so request in vriting. Se i1 C'W.i.
I 111.18(d). Upon receipt of the request, the Offle of theGeneral Counsel viii make recommndations to the Comission
eiOthe proposing an agreeent in settlmnt of the matter or
rec nng dclining that pre-probabie cause conoiliation bepursm. the Office of the Genral Counsel may rM e thatpro-probable cause conciliation not be entered into at this time
SO that it may complete its investigation of the matter.
Further, the Commission viii not entertain requests forpro-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Requets for extensions of time vill not be routinelygranted. Requests must be made in vriting at least five days



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

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

This matter will remain confidential in accordance with
2 U.S.C. $I 437g(a)(4)(8) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description
of the Commission's procedures for handling possible violations
of the Act. if you have any questions, please contact Robect
maich, the attorney handling this matter, at (202) 376-400.

( yncerel y t

NrW cflonald
Chairman

anclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
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This is a mtter referred to the General Counsel* office

following CroaMision approval of a Final Audit Report of a

political comittee registered as "Populist Partya ('PPDCO) for

the period January 1, 1905 through December 31, 19".

A. The Parties

PPDC is a political committee registered with the Comission

on July 2, 1904. Willis Carto is now the treasurer of PPDC.

Liberty Lobby* Inc. (LL Inc.') is a corporation organised

under the laws of the District of Columbia.

Cordite Fidelity Corporation ('Cotdite Corp.0) is alema

corporation ogaMsise uNdsr the -lam of the i0-tict of 01, 1 .

Cordite Fidelity, 1nC. (' edte Inc.') is a eotpeaos0

organised under the 1o of tho 1t * of ir* srod Aeh o

to do business in the Dittict of Colunbia.

Cordite Inc. asum"d-all assets and liabilities of Cordite

Corp. LL Inc. oWns 100 pe tnt of Cordite Inc.

The Spotlight is a wookly tabloid newspaper published by the

following corporations during the indicated time periods:

LL Inc. September 1975 - April 1984
Cordite Corp. April 1984 - August 1905
Cordite Inc. August 1985 - March l"G1
LL Inc. September 1965 - present.

1. Apparently Cordite Inc. and LL Inc. jointly published The
Spotlight from September 1985 through match 1966. In its
masthead, The Spotlight still clains it is published by Cordite
Inc., although only LL Inc. has been the publisher since
Match 1986.



Willis Carto is an officer (Treasurer) and a c---

director (one of 14) of LL Inc. Mr. Carte Controls 0a d"iOfts

all of the organisations.

slayne Sutsel is the Controller of LL Inc., Cordite Corp.,

Cordite Inc.. and PPDC. 9e has had responsibility for eath of the

organisation's financial affairs. ilayne Uutsl is the individual

who actually conducted the transactions constituting the

violations described herein.

The Audit Division referred this matter for several separate

categories of violations:

a. Sales of Assets

it is unlawful for any corporation to make any eetihon

or expenditure in connection with a federal ele iv, *t hr a r

political canittee or other person hnsmfegly to m veee&,e

any such contribution, or for any officer or dt.@S08 @f y

corporation to consent to any corporate conticbuties or

expenditure. 2 U.S.C. 5 441b(a).

According to the Audit Division, on August 12t IM, PC

received $1,731.04 from The Spotlight for the rental of- a mailing

list of 21,368 Populist Party names. At the time of this

transaction, PPDC was in debt to The Spotlight for over $79,000.

Despite this large debt, The Spotlight paid PPDC dirsetly rather

than reducing the amount of PPDC's outstanding obligation. The

auditors state that it is not a normal business practice for a

creditor to make a direct payment of money to an entity that is

already deeply in debt to the creditor. In addition, in view of



-T,

t OP aP ot less than aAgth natIre of this t- i PO

serious question is present os to vbther it was a mar*%he *t

transactioN.

The Commission generally views the selling or commrcial se

of political committee assets as fundraising for political

purposes, resulting in contributions subject to the Act. It

therefore appears that The Spotlight made a corporate contribtuion

to ppoC. Accordingly, there is reason to believe The Spotlight

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

a. AdministrativeK m

The Audit Division reports that during 1985 The Spotlight

provided PPDC vith office space, personnel, office equipent,

utilities, and related services. The Spotlight did not bill ,PSoc

for theie administrative, exPeses. ACcording to the &mitt

Division, the value of the services provided by The ih

during 1965 totals $l*,910 70. On Jassery 20, l9G, WSM 41I4

e med reports, discloetag the administrative e penssa debt to

The Spotlight. The ameded reports, howeer, disclose a 81gtly

smaller amount ($17,643.92) for the administrative eupne.

2provided.

in consideration of the foregoing, there is reason to believe

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

C. Debt Repyment

The Audit Division reports that Cordite Corp. paid a $7,000

2. The disparity is the result of differences in the methods
employed by the Audit Division and the respondents for
calculating administrative expenses.



I m~4.

"t to an outside vendor on bihlf of P , at te ..

PMC increasd by $7.000 the *u&at of debt it ovea to'e

Sptoligt. on January 2, 19s. PPDC Incurred a 0.

Printers 11, Inc. for envelopes. On January 23# I9" VPwmtSt to

Willis Cartogs instructions, Cordite Corp. paid Printers, I, I o

$7,000 on behalf of PPDC in settlement of PPDC's outstanding debt

plus finance charges.

Accordingly, there is reason to believe The spotlight

violated 2 U.S.C. 5 441b(a).

iq

0
40



FRAL LECTION COMMISSION

ASMPl(O% DC (. 4h

December 14, 1939

Willis Carto Treasurer
Liberty Lobby, Inc.
300 Indpendence Avenue, S.a.
Washington, D.C. 20003

R3: NU 2642
Liberty Lobby, Inc.

Dear Mr. Carto:

On Decemer 4 , 1989, the Federal iec9tiom Ce-tesion
found that there is reeo to believe Liberty LoW,, Te.
violated 2 U.S.C. Sf 44lb4a) and 432(b)(2), p v ii S o the
Federal lc-tio,. ...i. Act of 1971, as -i-d' ( .IA*).
"m Fttual a -1 ysie which frmed a e.b t
Cemiasion's f 4 , is ettached for your inbcstigs.

under the "Aft ' -'h a opportu"ty to

s~ ~~~mitv a200ap) t ek, %atials that yI m VP 0! wl di -t 0 A , amsifratios ot @1
ANee

Pl s .uhbmL* SWj to the General
vthin 15 fats O v t of this ItteC. I
appropriate, $tsfts ah'dbmid be subeitted iondes wab

in the aedme'oe;of any mdditional infometio0 Is 'n
that no fortbat aoftoinsould be taken avatmat ruvft# I y
Inc., the camScendes ay .ied probable camse to Iblt NUt a
violation has occutred and proceed with coeiliatiom.

If you are interested in pursuing pro-probable couse
conciliation, you should so request in writing..j 11 C€I.a.
S 111.18(d). Upon receipt of the request, the O1-1e of•tthe
General Counsel will make reomendations to the CftmeOsaoe
either proposing an agreement in settlement of the mur or
recommending declining that pro-probable cause coeciliatAos be
pursued. The Office of the General Counsel may reoemmed _tat
pro-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the mtter.
Further, the Commission vill not entertain requests for
pro-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

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



Liberty Lobby, Inc.
Page 2

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

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

This matter will remain confidential in accordance with
2 u.s.c. $I 437g(a)(4)(5) and 437g(a)(12)(A), unless you notify
the Commission in vriting that you wish the investigation to be
made public.

For your information, we have attached a brief description
NO of the Commissiones procedures for handling possible violations

of the Act. if you have any questions, please contact Robert
CO IRaich, the attorney handling this matter, at (202) 376-8200.

0 Sincerely,

Danny-. McDonald
Chairman

O nclosures
Factual and Legal Analysis
Procedures

Co Designation of Counsel Form



1Em UTt: Liberty Lobby, Inc, WE: 2

This is a matter referred to the General Counsel's Off e

following Commission approval of a Final Audit Report of g

political cosmittee registered as lopulist Party" (9PP3C 0) for

the period January 1, 1985 through December 31, 1966.

A. The Parties

PPDC is a political comittee registered with the Commission

on July 2, 1964. Willis Carto is now the treasurer of lpoC.

Liberty Lobby, Inc. (wLL Inc.t ) is a corporation organised

under the laws of the District of Columbia.

Cordite Fidelity Corporation (wCordite Corp.w) is else *

corporation organised under the law of the Disittict ot f.

Cordite Fldelity, Inc. ('Covdite Inc.')- is a --oop

organized under the laws of th. State of Delmero ana -wd

to do business in the District of Columbia.

Cordite Inc. Oimd all assets and liabilities of cardte

Corp. LL Inc. Owns 100 percent of Cordite Inc.

The Spotlight is a weekly tabloid newpaper publled by the

following corporations during the indicated time periodst

LL Inc. September 1975 - April 1964
Cordite Corp. April 1964 - August 1965
Cordite Inc. August 1985- march 1966
LL Inc. September 1965 - present.1

1. Apparently Cordite Inc. and LL Inc. jointly published te
Spotlight from September 1985 through March 196. in its
masthead, The Spotlight still claims it is published by Cordite
Inc., although only LL Inc. has been the publisher since
Martch 1986.
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Willis Carto is an Officer (Treasurer) and a corpetat

director (one of 14) of LL Inc. Mr. Carto controls and dits

all of the organixations.

Blayne Butal is the Controller of LL Inc., Cordite Corp.,

Cordite Inc., and PPDC. Be has had responsibility for each of the

organization's financial affairs. Blayne lutsel is the individual

who actually conducted the transactions constituting the

violations described herein.

The Audit Division referred this matter for several separate

categories of violations:

S. sales of Meets

It is unlawful for any corporation to inke any catsibt im

or expenditure in connection with a federal olectiou, ot MY

political camittee or other persom knowingly to &cao"'5 *! v

any such contribution, or for any oIticer or dir t 'A

corporation to consent to any corporate coatributioo ot,
expenditure. 2 U.S.C. S 441b(a).

According to the Audit Division, on April 39, *5 IPSC

received $5,576.50 from LL Inc. for PPDCts sale of 3,179 books to

LL Inc. at PPDC's cost for the books. The Audit Division also

reports that on August 12, 1985, PPDC received $1,731.04 from The

Spotlight for the rental of a ailing list of 21,368 Populist

Party names. At the tine of these transactions, PPDC wes in debt

to LL Inc. for over $200,000, and in debt to The Spotlight for

over $79,000. Despite these large debts, LL Inc. and The

Spotlight both paid PPDC directly rather than reducing the amount



ef POs~ Oatstandin obligations to them. fte auuit*~t
that it is sot a normal busiess practice for a crtdiftt I,1

direct pil8ats of mNey to an entity that Is alreat WWWp

debt to the creditor. In addition, in view of the appetlst ts

than arms-length nature of these transactions, a serious losetJe

is present as to whether they were market-rate transactim.

The Comaission generally views the selling or coercial use

of political comittee assets as fundraising for political

purposes, resulting in contributions subject to the Act. It

therefore appears that LL Inc. made corporate contributiams to

PlC. Accordingly, there is reason to believe LL Inc. violated

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

C. Aistative eses

The Awit Division reports that during 1965 LL ,- ike

spotlight provided PC with office spaoe, peremnmel,

equipmemt, utilities, and related servies. Nittr 'LWW- m.

The Spotlight billed PlC for these administrative eS .

According to the Audit Division, the value of the sotes

provided by LL Inc. during 1965 totals $44,462.51 ad ti *vaue of

the services provided by The Spotlight totals $18,916.70. On

January 20, 1968, PPDC filed amended reports, disclosing the

administrative expenses as debt to LL Inc. and The Spotlight. The

amended reports, however, disclose slightly smaller amounts for

the administrative expenses provided ($41,148.52 from LL Inc. and



U7,643.92 from he Ipligto .2 . .

in consideration of the foregoing there Isa reason to'

-I& Inc. violated 2 U.S.C. I 441b(a).

The Audit Division reports that Cordite Corp. paid a $7,400

debt to an outside vendor on behalf of PPDC. On January 29, 19S,

PDC incurred a $6,640.18 debt to Printers 11, Inc. for envelopes.

On January 23, 1966, pursuant to Willis Carto's instructions,

Cordite Corp. paid Printers 11, Inc. $7,000 on behalf of PVDC in

settlement of PPDC's outstanding debt plus finance charges.

Accordingly, there is reason to believe LL Inc. violated

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

a. Debts and Obllations

Wory person who re eives a contribution for an ----- "..

political comittee shall: (A) if the contribition is £olf mor

lees, forwewd It to the tveesurer vithin 30 dus and -(lk4 1 40e

contribution is in exeoss of $S0, fomrd it to the te r

within ten days. 2 U.S.C. S 432(b)(2).

The Audit Division reports that debts totaling $21,710.22

were reduced by PPOC without corresponding disbursements roported.

Of that total, $6,640.18 yes to Printers 11, Inc., as discussed in

the preceding section, and the other $15,140.04 was to LL Inc.,

applied against PPDC's existing debt to LL Inc. exceeding

$200,000. The amounts credited against PPDC's debt to LL Inc.

2. The disparities are the result of differences in the methods
employed by the Audit Division and the respondents for calculating
administrative expenses.



ii~IU.4 m *14000 toe #64f and iseruins 6 pCha

r 'Ided to LL Inc. but for which POW ausertodly bad tnt 77

SI. Inc. The amounts credited against FPC's debt to LL tec. eg.-

included about $700 for donation checks whiich Blayne utool

apparently decided vere contributions to PPOC after they veto

deposited in LL Inc.'s bank account.

Accordingly, there is reason to believe LL Inc. violated

2 U.S.C. I 432(b)(2) by failing to forward contributions for a

political comittee in a timely manner. Additionally, because LL

Inc.'s reduction of the debt owed by PPIC constitutes a thia of

- value, and because there are serious questions concerning the

arms-length nature of the transactions, there is reason to beIeve

LI. Inc. violated 2 U.S.C. I 441b(a).

-m$5



l~~Ri #L 1 4COMMISSION

mr .slaya Lts300 Iniepeedence Aeu,83
Vashtt D.C. 20003

RR: NUR 2642
Blayne Nutuel

Door INC. lUteel:

Oft- De16ber 4, 19ff. the Federal Kiection C a n enCq ~that there to feases to: believe you violated 2 044cw 14 44Mb a)** PCOWS-Sien of "the MOWea Election Caupaiga Att of9 Aft, as
~ed (hect).~ ractual and Legal '

* ~ ~ ~ :011 2U~ f. th11finzs i di, i?~

t h~@~ ~ve amopportunity t

40 1 Ch 29, 1"1*

Yes~4~sst 40Lt~ ttorney and
ton I y

,Oole adviso the
-Stating te ie -

Of"mol and utho fAto lrese v s m"ttifotiass or other COMMMSi I s W h

COUsi~gon, . . 00

In the absenc of any additional inforation WMcb
desoastrt*& that no further action should be takes aoaIustyou, the CoiisSIOR may find probable cause to believe that aViolation has Occurred and proceed with concilimtolg*,

If YOU are interested In Pursuing pre-prfbabJle causeconciliation, you sold so request in writing. iCorl.
S 1eeipt of the request, the OZW.*g theGOeneral CouMns will Make tecomendations to the Wm 00either Proposing an aneemat in settlement of the'mltoh oreomendin declining that pr-probabl e cause -netlAtion bepursued. The Office of the General Counsel my resm, d thatpro-probable cause conciliation not be entered ittoat this time



*. 3laye Ettxel.2

Ao that it may complete its investigation of the matter.Vfrtber, requests for pre-probable cause conciliation Will notbe entertained after briefs on probable cause have been miled
to the respondent.

Requests for extensions of time vill not be routinelygranted. Requests must be made in writing at least five daysprior to the due date of the response and specific good causemist be demonstrated. In addition, the Office of the GeneralCounsel ordinarily will not give extensions beyond 20 days.

This matter will remain confidential in accordance with2 U.S.C. if 437g(a)(4)(9) and 437g(a)(12)(A), unless you notifythe Comaission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief descriptionof the Comissions procedures for handling possible violeU4sof the Act. If you have any questions, please contact IoMbtMaich, the attorney handling this matter, at (202) 37"2.

#lncerely, /

Chairn
too:

Emielsures

raytual and Legal Analysis
1tcedures

Designation of Counsel Form



ti eattee of

TOr: slayes utsel
300 Independence Avenue, S.3.
Washilngton* D.C. 20003

pursuant to 2 U.S.C. S 437d(a)(3)0 and in furtherasnce of

its investigation in the above-captioned matter, the rederal

Election comission hereby subpoenas you to appear for

deposition with regard to this matter. Notice is hereby.. gve

that the depositiou is to be taken on March 29, 1"90 at'

8 -street, 3.3., toS, D.C., sixth floor, boniuif t

S : 0,* a.. d costiming each day tbereafter as

um m . S; the C ma-rOSS of the ftd .ntooleoti..

htas hereu o et his band at Wahimton, D.C., this

. 'r " " d y of

rederal Election ComniO OS

ATTEST:

Secretary to the Commission



,painuw, 0m , ute ' '. I N, Si:

This is a atter referred to tbesra1 CmeaSl 00.

following Coission approval of a tiaal Audit t of a

political comitte registered as *Populist Party* (MPCo) for

the period January 1, 196 through Dee60 er 31, 1M6.

A. The Parties

PPDC is a political omittee registered with the

comission on July 2. 194. Willis Carte is now -the temasrer

of PPDC.

Liberty AV, Inc. (01& 8C." ) is a cegs_ .i_ _s

usedr the laws o#5 the 04tritf t4I aa.

Cordite Mt (.-udit. ,

;crperation a" "b*16

Cordite Fdelty, ?s # v ~w,

organised under the lm lo the S of 'Ma el u

to do business in the Di*tveI fR .5 C a.

Cordite Inc.-ae all ssets and liabilit ef C dte

Corp. LL Inc. owns 100 percent of Cordite Inc.

The Spotlight is a weekly tabloid newspaper #mblsbed by

the following corporations during the indicated time periodst



Codite Corp.
L&n. l r 1". 0s, t

Willis Carto is an officer ("aeuec) and a co,,+

director (one of 14) of LL Inc. Mr. Carto controls anddi

all of the organisations.

Slayne Eutsel is the Controller of LL Inc., Cordite Corp.,

Cordite Inc., and PPDC. He has had responsibility for each of

the organisation's financial affairs. slayne tsel is the

individual who actually conducted the transactions omstituting

the violations described herein.

Government dhucation FOUmdatios, Inc. ('GE? Inc.') is a

corporation organised under the lMM of the District of On

hawing Willis Carto as its Chairmn and Treasurer.

"0e Indt Division reformed this metter for mu *

epatst catories of violetiimst-

IMF." O"AIM,"

it is u0awul for any corpoation to uft amp P__.I -ft H _M-

or expenditure, In comectiom with a federaml *ZUsn, *4,04

political comittee or other potsom knowingly to *op or

receive any such contribution, or for any officer or direaet of

any corporation to consent to any corporate contribution or

expenditure. 2 U.S.C. 5 441b(a).

1. Apparently Cordite Inc. and LL Inc. jointly publibed the
Spotlight from September 1985 through match 1986. in Its
masthead, The Spotlight still claims it is published by Cordite
Inc., although only LL Inc. has been the publisher since
march 1966.
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~~'T~W:~

Accordiag to the Aedit Divisions, on'Aril "I'1W~W

Cteived $,570.S0 fte L. Inc. foe PPDCs sale of 3,179

to L16 Inc. at PPOCes cost for the books. The Audit Divi

also reports that on August 12v 165, PM received $1#,731Z.

from The Spotlight for the rental of a mailing list of 31,366

Populist Party names. At the time of these transactiomps

was in debt to LL 1nc. for over $200,000. and in debt to fte

Spotlight for over $79,000. Despite these large debts, Li Inc.

and The Spotlight both paid PlDC directly rather than reducing

the amount of PPDC's outstanding obligations to them. te

auditors state that it is not a normal business practice fo a

creditor to make direct payments of money to an entity t -tis

already deeply in debt to the creditor. In addition, is vM

the apparent less tha anm-legth nature of thee t .. mAai

a serious question is ptset as to wmth they were

vorket-cate ttreaefts.

he Commission geserlly viewm the selling or .... ,

Us* of politieal Comittee assets as fundmraieing fog p.

purposes, resulting in contributions subject to the Aot. It

therefore appears that PPDC knowingly received corporate

contributions.

As the individual who actually carried out these fimmstal

transactions, Blayne Butsel is a Opersonm who knowingly aeptled

or received the corporate contributions on behalf of P rC,- as

proscribed by Section 441b(a). Accordingly, because of his

personal involvement, there is reason to believe Blayne nutsel

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



.. 4..W
2. ~W __ _ _ _ _ _ _ _ _ _ _ _ _

fte AV it Divielee fttther states that on AuInet 13. .

hPC received $5,34.#S from 0IF Inc. "w payment comuts~ ef

two components: $4994.00 for sale of equipment and $434.60 ftor

equipment rental.2 Willis Carto appears to have personally

initialed various invoices concerning these transactions. The

purpose of the transactions is not clear.

With payments in Nay, August, September, and October 1964,

PPlC paid Pitney Boves a total of $4,994.00 for equipment (a

mail machine and scales). The Pitney Bowes invoice for the

equipment was dated July 11, 1964, and was addressed to LL Inc.,

not PFC. P bought the equipient now. When Gar Inc.

purchased it from POC 13 months later, howCver, am? Inc. paid

VM the origiml purchase price for the equipment i.e., it

was not depreoited. Duting the audit tieldvork whm 0

+C semiilon auditor aeted Slayne Itsel why OI? mc. an the

equipment from PlOC. Ir. IEutzel said it vas a mhstAi* for '"

to buy the equipment in the first place. According to he. AUdit

Division, the auditor then . . . asked Mr. UItel why a

separate corporation that had no legal liability to pay for this

equipment (would) pay for the Populist Party's mistake. Mr.

Iutzel said, that's the way they do business."

In addition, it appears that Gar Inc. reimbursed PhC

$434.60 for the rental of a typewriter and television equipment

2. in February of 1984 Ga Inc. apparently paid $82.00 for
incorporation fees on behalf of PDC. PPDC credited this aamnt
against the above figures to yield the total of $5,346.60 paid
by GI? Inc. to PPDC.

i;



it1ewitly used In conneftha OWW '~

In August 1964. There iS *n 1 4 U ft

this payment.0

Consequently, it appears that GWF Inc. made rporate

contributions to PPDC. Because of his personal inWolvmaIt in

the transactions, there is reason to believe Blayne Nutsel

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

C. Administrative gapenses

The Audit Division reports that during 1965 LL Inc. and fhe

Spotlight provided PPDC vith office space, pecsmel, office

equipment, utilities, and related servi os. (Dotig that yeac,

The Spotlight was published by Cordite Corp. and Cecdite is.,

as well as LL Inc.) ieither LI IDG, nor fte SPMUtt blle

?POC for these administrat1w. e-_.- to:.a tO "t

Division, the value of the 069i0t ,. "-' ..

1965 totals $4446.51 edteV*Uw~ theo ado 0 AWT

The Spotlight totals $1.##.@ .I~V I..1-1

filed amended reports, di 0=lo 7a9 l ndatttivo . i s

debt to LL Inc. and The Spotlight. e eMseded vprtse,

hovever, disclose slightly smaller aets for the

administrative expenses provided ($41,148.S2 from LL Inc. and

$17,643.92 from The Spotlight).
3

In consideration of the foregoing, it appears that the

respondent corporations and PPDC respectively aew and accepted

3. The disparities are the result of differences in the
methods employed by the Audit Division and the repondemts for
calculating administrative 

expenses.
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4**rite conttibutionso -bus, t his' w wnal iiI i

thse ftaaaactlows. there is reasona to be *...

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

D. Debt R@Davmwnt

The Audit Division reports that Cordite Corp. paid a $7,000

debt to an outside vendor on behalf of PPDC. On January 29,

19GS, PPDC incurred a $6,640.18 debt to Printers I, Inc. for

envelopes. PPDC disclosed that debt on its reports. On

January 23, 1966, pursuant to Willis Carto's instructions,

Cordite Corp. paid Printers it, Inc. $7,000 on behalf of PPDC in

settlement of PPDC's outstanding debt plus finance 0,440.

Accordingly, it appears that the respondent cepoe0400

ad POW respectively mode and accepted corporate es

Deasoe of Us personal involveent in the trat -

reosn to beltm Islayne ntiuel volsted t u.s.c. '

3. .+. s d Obl.es•

2%e umait Division reports tat debts tOtald 3L .4

veto reduced by PPOC without corresepeidig disbwggtWL

reported. Of that total, $6,640.18 was to Printers U, es., as

discussed in the preceding section, and the other $19,1444 Vas

to LL Inc., applied against PPDC's existing debt to LL Inc.

exceeding $200,000. The amounts credited against PpeC's debt to

LL Inc. included over $14,000 for goods and services PDC had

apparently provided to LL Inc. but for which hPDC assertedly had

not billed LL Inc. The amounts credited against PPDC's debt to

LL Inc. also included about $700 for donation checks wbich

Blayne Hutsel apparently decided were contributions to .PIC



~fte he ve epsited In 'in 1.@s ka

71t11"p610 thas* debt reduetiome on its -9 pt

appear that POC disclosed its contributios; a a_ ,

by LL Inc.

Accordingly# it appears that LL Inc, and PlO ropoeOiv&1y

made and accepted corporate contributions. osuse of his

personal involvement in the transactions, there is reason to

believe Blayne Hutsal violated 2 U.S.C. I 441b(a).



WNW ,low
* '

Et rai Willis Carto, )

1 rl~ity, Inc.
te ridelity Corporation

Wlis Carto
Zayne Eutzel
OWrament Kducation Foundation,

Inc*

AFFIDAVIT OF 1MvRzc

Mi 12q4

a"
Ul

in Washington,,
District of Columbia

SUrling . Gross, being duly svorn, maks. the ollowing

bIl affdit and states:

1. 4 0 a administrative aide empigy4b t .:deral

e.but I am not aptp 1A. ve any

"Mat, 111_a

j day at_________ _

it £Personally deliwtlost

___......__ ..... ..... _.... , at 300 I - ". .. A- .....

W..... ... C.. seled enwelopes adftod--.* "l"wlng
p--_I_.-: ~¢

- ~-,..,

Willis Carto, Treasurer
POpUlist Party

Willis Carto, Treasurer
Liberty Lobby, Inc.

Hr. Hike Piper
The Spotlight

Hr. Hike Piper
Cordite Fidelity, Inc.

Hr. Hike Piper
Cordite Fidelity Corporation



4m~W

Wils r. tae
.v~tnst ecetos tmaitlout lee,

3. a* envelopes contalued letters signed by the AtW

of tw Federal Election Commission, and enclosures as stated on

th letters.

iA.4*krattive Aile
Ite99l Stectle e.V.Nio8
"9-Mis Am",Mot- mono

~ :j,~ /

I £ ~ 0s f ,,be -. w.,is

I~ -s aww w
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On the 15th day of December, 1989p the Federal 31ectiOn

C1.SL n (heeinafer P c aused to be served GPM Willi*

~ 9rSi~erLibtty obb. Ic.,Willis Cartogp ?remr,

Popolist Pa t Tbte aove ieIrtmls nol49 t

1 77.
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On March 21, 19S9, Lawrence . obl e, Vquire *

Counsel for the PlC sent a letter to Hark Lane, squire notitttbq

hi that the Commission accepted the signed Final Consent Order

and Judgment which had been previously submitted on behalf of the

Populist Party, Blayne Hutzelp Willis Carto, Cordite Fidelity

Inc., the Spotlight# and Liberty Lobby, Inc. in settlement of

allegations made by the FRC against those persons aad

organizations for conduct alleged to have taken place during t1b

*a" time frame. In his letter# Hr. Nable stated tbatz.V. r4 -

Your information, this concludo the. Wiseon c

ad tW* ttr. (I1tt frlf Ar ** , - tr* tanes

tOWeaWtache2g'd.F VO ;

'O#t4rietLCourt bore the Dtttct of C1& the tt $

F? rr ad Judgmnt in that uatt*r (O4py" O tbt * 4
atached hereto as Exhibit C)

It was clearly the intention of the: rt1os to eater, i

settlement which resolved all outstanding questions r"At-

allegations of misconduct by the FEC against all of the edged

parties and organizations during the time frame referred to is

the Final Consent Order and Judgment. The FEC seeks no ,to

relitigate issues during the same time frame against the same

2



it is clear that the IP*C to O W~g*E

process of harassing individuals and polteal: tOqsleti@s

witb which it is not in agreement for the purposo of porsecuting

those individuals and organizations who bold political views not

shared by the members of the PlC.

It is well-settled law that valid consent judgments are

generally treated as final Judgments on the merits and are

entitled to res judicata effect which prclimds the r~listgetion

Of the same claims or causes of imelinO 4 b! ss ' 1 and

*~ m t 12W) BM P4 3 ~ .J11. x $~A#4* ~

e h castos a. .n o o .t .P .* o.

.' * I. V.Dbo 49ro t'9 IDC air all tt C.s~I..v

SCItto .and a. comment

m 1dmeft& not only- as AoAWe-~I~

'** qAlly to all mAt-ter. whitc* "-Alim~ h

dbctrine of collateral *spe prohibits o..h~VV

litigated one, cause of action from roeligtinagi eed d

different cause of action matters of fact- which, were, or

necessarily must have been determinod in the, first litigation.

T~t v.D*Y 459 V.2d 1195 (D.C. Ciro 1972); citing j~§

CoutyofSac, 94 V.S. 351 (1677) and Lalor Yo I iM-1- Mo~n



7".

S beca ' r-epetitive ,u avettft "*s.t. be * -

-order to mininie Judicial eftny devoted to iUEVdWSI tees
#eler v. Psychiatric InstitUte of Washington, S75 P.2d 922, 027

(C.A.D.C. 1978). These principles are judicially developed

restrictions invoked in the name of public policy requiring that

a litigant be given only one day in court. Hooer v. 0.8., 326

F.2d 982, 9865 (Ct.Cl. 1964). For a litigant who has used up his

cause of action in the first suit there is a policy of repose

which underlies the doctrine of rea judicata precluding hi from

splitting his cause of action and suing it piecemeal. k Lgh

. . v. .ebb, 91 A.2d 332 (1.C.Iun. App. 1952)r,

., )v' 144lR 11 IA4 442 (1%43).

Whet ?SC oonte#ti-4 km(to"er.b"estg aq&

~~ order and lsgse*Ted uibg the fot~

- -ars.. that this vatr w.s nader roview and in K e

app"oximately six difftrent persons came to the o*ff 10r0se1

Uiberty U ,bbT, Inc. andfor approximatly 18 days delved i0to all

of the documents and reootds maintained by the varioums patties.

The parties to the Final Consent Order and Judgment answered

every question put to then, made all documents and records

available to the FBCO opened their offices records and books to

a continuing, almost never-ending, inquiry by the FtC which



porto CM Dl.thtt e nl Cmetoe n
atoted Int46 the FU apparently offers as Its 10f0 s06lb

assertion of its monumental Incompetence.s lovever# even e
Incompetence of the F2C cannot be considered as a valid d60--se
because it is well-settled law that those matters which sight

reasonably have been determined by an inquiry are deemed to have

been resolved in a Final Consent Order and Judgment and that to

such an order and consent Judgment the doctrine of res judicata

applies without question,

it is improper f or the FC to seek to inquire into areas

into which they have previously delved for the purpose of

aoducting, another Investigation of the 6se parties for time mp

time frin obicb iuvetIgtion previously reselted in a lopd

binin cgmt rdr. Is is uetblool for do toel fo

to coadeet. _fhe an inquiry- for under tu*e 41roumt ww
oouneel ~ ~ ~ 060 !-A-ety r .eed thatthydmiflp

into a previous -agreemmnt end that their ainuraces51t 5w
re doing so in oofaith were false.

5

LFAY .



the Subposikas iretUi*

**S wfeir, disarimwatory and harassing actions.g't'I

pat~esberto.

Dcemer 20# 1989

Hark Lane
132 Third Street, 8.3.
Washington# D.C. 20003
(202) 547-6700

4

A



I bereby certify that three tre 'w m of the toregot4

NOTtON TO QUASH SUBPO3WAS PURSUART TO FtDIRAL ILICTIOINt*

111.15 WHICH SUBPOENAS HAVE BEEN SERVED up WILLIS A. df

TREASURERr LIBERTY LOBBY, WILLIS CARTOO TREASURER, POPULIST

PARTY; WILLIS CARTO, TREASURER, GOVERNMENT EDUCATION FOUNDATION

INC. HIKE PIPER, CORDITE FIDELITY, CORP.; MIKE PIPER, THE

SPOTLIGHT: NIKE PIPER, CORDITE FIDELITY, INC. AND BLAYNE HUTIELr

were hand-delivered to Danny McDonald, Chairman, Federal

k, Election Comsson, at 999 3 street, .W., IsnhLngton, D.C.

on this 20th day of December, 19.

,i , , - i

*ar Lan
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v~i

MINA OF Tht SMt
I if MRfK

february 14, l"t

Michael A. Dymersky, Esquire
Federal Election Commission
999 E. Street, N.W.
Washington, D.C. 20463

I.F gWdg

Dear lr. Dymeraky:

Thank you for a
order and Jdpent 1w''
serious conIdettIoin.-
ester into tbe fInal 77

patCase

It hardly 804. ....
Government and my Cl1attMM"
the settlement sun qa bot,,ib-

EXHIBIT A

., f OCL )



Hihes1 A*. Dymersky, Require

7ebruary 14# 1989
Page TWo

In all other respects the parties are in agreement and are
willing to sign consent orders and to be permanently enjoined
from similar future violations of the Federal Election Campaign
Act of 1971. We note that when violations involving major party
candidates have been settled, even when the violations were far
more serious, they were settled for substantially lower sums. In
any event, my clients are now prepared to enter into settlement
agreements pursuant to your proposed final consent orders and
Judgments with the modifications contained in this letter.

Sincerely,

V
Kar k Lane

i~: ~



V-OFRAL ELECTION COMMISSION
*WA INCTON. DC 2046,

March 21, 1989

Mark Lane, Esquire
132 bTird Street, 8.5.
Washington, D.C. 20003

Dear Mr. Lane:

Re: FRC v. Pooulist Partj, et al.,
Civil Action No. 88-0127(RCL)

This is to notify you that on March 20, 1989, the Commission
voted to aceept the signed Final Consent Order and
vwich you pre tlonly submitted on behalf of the lopwlI.* erty,
° :8. watal, Willis Carto, Cordite Fidelity, zao* A*

1*1:mAi I"boty Lobby, Inc., in settlemient Of
~~~~e "Ntt'*r. A copy of that dcmn,-

0 behalf of the Comission, is nie .ur

00- M~AP this concludtes the,
S Mo . 11Whe consent order

en thb public reord in connection v6
, 1 -,. 4 os withi tea d ays. uc h materials sho

. ..: c.i .Shou . . l

-eftbecoutersy th Zt ion

attmaay~ aeeJ/med to this matter, at (202) 3?6483.

Lrnc .Noble
tGeneral Counsel

Enclosure

EXHIBIT B

ow*



C)
Plaintff, ) civil Action so S36 7f~

vorurzsn 'r ,e g& I) N ~D F I L E D
Defendants. )

MAR 22

uiiisthis action for declacratoy injunctive and other
uppipitt relef Was instte6 by. the plaintiff Federal

~njg ~tte 0the' "0""10)" ptegmt to the expnes

U. ~ ~ ~ ~ ~ wasIf tks ~ h ~uR .i UnOver this
1dt pU to 26 .. C **see* aS Msat brought by an

S50103 of tae United Staftea Nowm664y, sutbor100 to sue by
anat of Ckmgree and venge IS properly found in the United

RtesQ Districot Court for the District of Colubia In accord
with 2 U.Soc. S 4379 (a) (6) (A),g as a]ll defendants can be fond
"sMde or transact business In this district,

EXHIBIT C
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by the signstite of 1161b w~s M m, ~bti

aff ixed bereto;

Ac=cd LuilYaP it is Om 3 ADUD3DA SC3 as t1lows a
1. The Comission has not all of the jurisdictiol

prerequisites to and requirements for fil2ing Civwil. Action go,
66-0127 (RCL)l

III Defendant Populist party is a political Cinitt*.
within the wm*n of 2 U.S.C. 5 431 (f)(A) and io reglotern

with the Com"isou,

Ilft "" 0bm0, Uwie t t" &1~"y, "n.,Is se

2V. " -7.O'7777

t do hslesa La t stift '0, 34~

Author ity 'loft" ftft 27, "it ,wt . t~
Street, 5.3.,s Wmmbiaptom, Doe,. 20ft3,e. ge "r-eAs

V. Doeedant IMe SpotJlght Is a newsaper t lse
weekly by defendant cordite yide]lity, lao.;

VI. Defendant Willis Cartop was and is aating as
treasurer of the PopList Party, mf 2 U.SoC. 91 42a, 43.4)



fAbrt Lfby,v # a~ 1ehndg a t C otePdlt,1• .-..,-..--.o o r e lidegtitr, Z I 41

vu. Pursant to 2 u.s.C. 1 434(a) (4) (A) (iv), all
,olitical comittees, otber than autborlsed oc.lttees of

candidate, are required to file a Kid-Year Report and a

Report in each calendar year during which there is no rogurly

scheduled general election. The Kid-Year Report must be filed

no later than July 31 of that year. The Year-and Report Mut

be filed no later than January 31 of the following year#

110 VIII. The Populist Party and Willis Carto, acting as

ttasurer, were required to file a 19S5 Kid-Year Report a

then July 31. les the report vms filed on or about X"Wr

1967. appmusetly 595days Loop ti

i. h Ppu1it 911 ,8 Willis Cato, mm 1gmr > W, S

~~t96tat • .t vto qi1v t~ ft1 a) 1,65 Yavr b
~ "ile ua9 ry 314 1W 61 e t s" f 11 OWN

Kati* 19, 41967, pr oux 41" 1aslae

". The Populist Part and Willis Carto, aotiap.

ttesetr, iolted3 USOC. 1434a) (4) (A) (iv) by fa1

to file a 1965 314-Yar Deprt by Jluly 31, 1965:
XI. The Populist Party ma Willis Carto atinag f4.

treasurer, violated 2 U.S.C. 5 434(a)(4)(A) (iv) by failUig

to file a 1985 Year-End Report by January 311 196

XII. On or about July 2, 1964, a Statement of Ogmmsation

was filed with the Comission designating Clara andb ae
treasurer of a political comittee named the *Populist Partyo.



1*tbed @tf9 te~i, atof-~Wehat St* t ,of Ot amisti~a vam t sm Ue mazl :

IMP4, and again tbeeafter on m b 30, 1Ms

XIM. Pursuat to 2 TS-.C. S 433 (b), the Stateamt o
Organization of a political committee must include the name

and address of the committee's treasurer and a listing of all

banks, safety deposit boxes, or other depositories used by

the committee. Pursuant to 2 U.S.C. S 433(c), any change in

inforation previously submitted in a Statement of Organization

must be reported no later than ten days after the date of the

change; ...

U?. On or about Speer 27, 1995 Maras

s t re of to C--.., ....... -i "4
ei biued OWn itamen f Organtion o ot

U~p~it lbyba p4ft3. towab Or

t"eam, vomaedr 30, .8.C. failed) by foioin t1"6e fe t

ZVI On or about r 22 Sr l9" ty
opened a new oaqmaign fr iiiVNaonlv*
That depository vas not disclosed until. the Populist Peaty
filed an amended Statement of Ocganization on October 20p 199 Gs

X"i I te populit Farty and Willis Cartot acting, as
treasurer, violated 2 U.S.C. S 433(c) by failing to file an
amended Statement of Organization within ten days of a ohange



$mNe fttoti by failing to d4s0lo0e tho nt~am awl
ft Ung a. treaeMVr4, and by -faling to designete ad its "
rl camign depositories1

NYUI. ~Pursuant to 2 u.S.C. S 441b(a), it is unlWful for
any corporation to make a contribution in connection with any
fed eral election, or for any political Committee or other
person knowingly to accept or receive any such contribution,
or for any officer or director of any corporation to consent
to any such contribution,

1,111. In or about December 1984, The Spotlight, a vee"ly
0teweveper published by Cordite Fidelity, Inc., gave tO e

6 ait Party apposiately $10,478.SS

X Ix the Spotlight a" cordite Fidolitys Io,
I IC~c S 42*(.-by utb*ai a Uzprat. *Mtrlbutf~'

XX. Il at, orAbut Ur@t -19", Libftty lobbfth.1
a 'anIf to the Populist Party, of approxgmua.y, #7.0o

li. LHiery LmobbY, Inc., Violated[ 2 U.S..1'4lb
lking a corporate contribution of approximtely $7,5 6to 0

Populist Partyl

X11. Willis Carto is an officer or director of LibeLty
Lobby, Inc., and Cordite Fidelity, Inc., and Willis Carto
controls and directs Liberty Lobby, Zo., and Cordite ridelity,

Inc., and its weekly newspaper, The Spotlight,



K! m III. * ' * e ....... i
.~bn... s EU! 9. i &U.... ,'t , 7:

PoUis Oatin

XXXV. The Populist Party and Willis Carto, acting as

treasurer, violated 2 U.S.C. 441b(a) by knowingly accepting and

receiving contributions of approximately $10,478.55 and $7,500

from corporationsi
XXV. Pursuant to 2 u.s.c. S 434(a) (4) (&)(i), political

cosmlttees, like the defendant Populist Party, are required

to file reports in 4ch Oasendar year duriag *ibe re i8

filed o laterthe.A "he fmtath alth -

eaftr I thes mdath b*SOr i 11

zav[U. Th l "iut 1aty and WIlis an. acting s
treasurer, fild the I . April Quarterly Srt -on fttrmc 26'
1966, approximately 188 days after it ms due om April 15, 1"6G

XXVUX. The Populist Party and Willis Carto, acting as
treasurer, filed the 1966 July Quarterly aport on Otober 20,

1966, approximately 97 days after it was due on July 15e lMS



X][XX. The Populist party amd Willis Carta# acting as
treasurer, fiLed the 19116 30-Day Post-feneral Election ort

on January 27# 2987, approxiately 54 days after It was due an

December 4, 19S6 1

XXX. The Populist Party and Willis Carto, acting as

treasurer, violated 2 U.S.C. S 434(a)(4)(a)(i) by fail., to
.file the l'0# pilAW Ouartecly, 1986 July Oufteg 2rl N 4j ;20

~tbez ~attee~ Ump t n t'

expendwitue m tc ito*04 Kaobttigs

XXV. the opu*ist fParty and Willis Cart, acting

treasurer, violated 2 U.S.C. I 434(b) (5) (1) by failing to
disclose the purpose of operating expeoniturs In exae of

$200 to Viltor marchettir

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,*



aN. Phuat to 2 u.s.c. £ 4)() A), .es

ftleby apolitical omitte most &iuWlea the tdestf
of *Mb person wo akes a contribution to the omittee ddibg

the reporting period in an amount in ozcess of $200p together

with th. date and amount of each such contribution;
xxxvi. The Populist Party and Willis Carto, acting as

treasurer, filed the 1984 October Quarterly Report and failed

to itemize therein rGeipt of a $500 contribution from William so
Sbearer. Shearer's contribution was disclosed for the first

time almost two years later in an mended 1984 October Quartsgl

Usport filed vith the Cammisision an or about &ugust 7, l9MS
ZWII. mhe Populist Party and Willis Carto, alatifgt

t er, violated 2 U.S.C. S 434b)- (3) (A) by filing-

wat 414 nt Itemise a oStributlo -from Willam , ....

XZIVIU PuMmkat to, 2 U.S*C. 436 (b) (6) *afht~r
filed by a political omttee meat diacloe the amu.t a -

mature of oetstand ing debts and obligations md by suft
amiltee. Pursuant to 11 CFI, S 104.11, debts and ,--- iS
ova- by a political aommittee must be oontinuously reported sa"l6
extingulabed. Pursuant to 11 C.V.R. 1 104.11, any loan, debt,

or obligation in an amount over $500 mast be reported as of

the time of the transaction;

XxxX. The Populist Party and Willis Carto, acting as

treasurer, did not disclose at the time of the transection

approximately $299,816.64 of outstanding debts and obligat/ms



ft~ity, hic. r nor: "VIPtrn1*. ~bd

obligations continuously r@ tgC&g

X. The Populist Party and Willis Carto. acting as
treasurer, violated 2 U.S.c. S 434(b)(8) by failing to disclose

certain outstanding debts and obligations in reports filed

with the Comission

XLI. The Populist Party and Willis Carto, acting as

treasurer, violated 11 C.F.a. S I04.ll by failing to ost" msely

report certain unextinguihe debts and obligations,
ILU. Vi Ppulit rfty Ul illis Carto, &Otto*,"

tweesurer. wi.t 11C.' S4l bWsla eM

i: rn +r.,.to ote ftft t Ieot su
amth entr ot

penalty Of Twisty hue ulr (r) enm
2 U.S.c. S 437g(a) ( 1) (a) for wbicl dotmdmts A l he

and severally liable

XLIV. Defendants Populist Party, Liberty Lobby, Io.,

Cordite Fidelity, Inc., the Spotlight and Willis Cato .are
permaently enjoined fron similar future violations of the

Federal Zlection Campaign Act of 1971, as ammndedy and,



446m

VA. tm evt "abll V"et Ojet CO *"to a" ~~

uftsmtter.

r rDCWayaington, , P

United State8 DIstrict Judge

We hereby consent to the entry of the foregoing Consent

Order and Judgmento.

Sd

. 1989

(DoC. at #370593)

10m us PLAIM!F

999 3 street* NoW.
Iamh)ngton* D.C. 20463
(202)376-8200

Dateds
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UWITMD 3ngt DZ8azcp CMIFPOR 1M DISYRICT OF COL[UIA

]'3DRAL 3WACIOu COMI6881ON,

Plaintiff g
Civil Action No. 88-0127(RCL)

CZRTIFICATR OF SERVICE

Defniate.

w -s
Ot tp-w~VInwbW -tf ~ Gy Narob, IMO

-Aft.....................
Val

MWIPWROW _7T

1)) MO

Ib lbAI ,1 iW9

V.

POPMOS 1PAR~r 0 t a,



132 Third Street s.3.

Washington, D.C. 20003

-g

Yte above-named individual is hereby designated as my

coumml and is authorized to receive any notifications and other

emimmoettons from the Comission and to act on my bOhlf before

th, -00N m io on . I

(1

:- ... -IiiAe I!

300WIndeia

MIShigo

5~1T

I

X D.c. 20003

MIx
0-0 M NOR

Li

Q Q 2 . . . . . . .. . ... II

IqwIq~
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iim:

•" ms. 123 Third Street, 8.3.

Washington, D.C. 20003

~~1 (202) 547-6700

Tbe above-named individual is hereby designated as my

couniel and i authorized to receive any notifications and other

oimmclations from the Comission and to act on my bebalf before

S SM ms

WaIs M:

300 .m-4-=e &v ,s.D.

""sn, DC. 20003

(202) 546-5611

i



N.~w vc Ow

January 2, 1920

Uark Lanr. Require
132 Third Street 8..
Wshington. D.C. 20003

Re: HUR 2642
Willis Carto

Dear Mr. Lame:

Isha i to aokmavled,: receipt of your a
In t oatter

0to be oSbalf~ of W&snows
SIm notes that I

•file with

SS~bm .f-dip



6 LANE
towlrHvw STReUV. S. a.

'WA*SN420, D. C. 20003

only January li1 190

CERTIFIE) RETURN INCZIPT RQUESTED #P 92? 027 616
Lawrence M, Noble, Esquire
Federal Election Commission Al
999 3 Street, N.V.
Washington, D.C. 20463

Re: MUR 2642

Dear Mr. Noble:

Thank you for your letter of January 9, 1990 in which you
directed me to file appropriate Designation of Counsel Itatemeots
within five days in order that the Motion to Quas Subpouaas
might be considered by the Federal Election Cuiston on fehalf
of two respodents bo you claim I purport to tC .

An examination of your file will likely rv l- that
Desigmations of C s fetents for the oter .'
me* *l e 4.tseI. *L rMke Pipier, wer#'
office by ba o 0, 19 alOng w
Motion to Wus q~s O assist y u i

rcord1s A- Aalt~ ~r*tention the fac
stataent Of IZ I I of Counsel is dftetE
and Mr. Piper r a -  t of Desiglattowu:
dober 19, 19. A Statement is on th! 4tf
Designation of Counsel provided by the PIM,, ant 1itb the
correct NM, the Me and address of counsel, a-le too
name, address and telephone number and is signedby the
respondent.

After your office received the motion to Quash Ubpoenas
together with the statements designating counsel sIged by Mr.
utzel and Mr. Piper, counsel for your office called-my office

stating that while you had received those two statemets, eo a had
not received a similar statement on behalf of Nr. Carto. I then
asked Mr. Carto to sign and mail to your office his statement
designating counsel.



~2 w.
14.

If for ay reaso IM, are unable to find the or,=t. 16 vbjw b-0 84i*d upo your oiffiee on Do e r 20 M9 1,"e -t
doetact sy office within five days and I will be hAppy to send
oopis of the statements to you.

I would request that before your pursue these matters any
further, you examine the statute of limitations and the reported
cases regarding their application to the issues you are
revi*ewing.

Sincerely#

Mark Lane

r~



I 1

ininmmm u e
-rm & rnum Vau.nw JD

)
Wodo st Party and Willis Carte, )
as tireoSror )
Liber umLoby, Inc.

-w

m
th potli 3 t ) NUn 2642
Cordite Fielity, Inc.
Cordite Fidelity Corporation )
Willis Carte )

laYnRO Eutsel
Government Education Foundation, )Inc.)

GENERAL COUNSEL'S REPORT

I. SACEGROUND

On December 4, 1989 the Commission found reason to believe

the respondents in this matter violated various sections of the

f e llct~on Campaign Act of 1971, as Imended. On that date

the'n0 "ion also approved Subpoenas and OC rs. CoMsel for

the 60'-wts, has now filed a timely motlesg -4 the

0OsI to ~qsh the Subpoenas. (At 1)

1-. tow m ~ AnM.ISICS

'rtle's argument is that due to the oatrr of the Vtel

COkt Owder and Judgment in litigation aten frog Nt 2211,

th*eWMis6ion is barred from proceeding Vith-ea sy inost'igtion

in other RM involving the respondents in IN 2211. Counsel's

reasoning is flawed, however, because nothing in the Consent

Order precludes the Commission from proceeding with other

pending matters. The only explicit statement that counsel

relies upon, a March 21, 1989 letter from the General Counsel

(see Attachment 1, page 10), far from supporting counsel's

position, in fact indicates that the litigation concerned only



211. *V, the isws ulow IV d in the rC*6

are co"Ietoly different fromthose adjudicated in the

litigation spawned by MR 2211. Furthermore, the prcemt , "t¢e

involves tvo respondents (Cordite Fidelity Corporation and

Government Education Foundation* Inc.) that were not respondents

in HUR 2211 or defendants in its subsequent litigation.

Specifically, HUR 2211 and its litigation concerned:

failing to file various disclosure reports and Statements of

Organization in a timely manner; a specific 1984 $10,478.SS

transfer from The Spotlight and Cordite Fidelity, Inc. to

Populist Party (OPPDCO); a specific 1984 $7500 loan from Liberty

Lobby, Inc. to PPOC; failing to disclose the purpose of a

specific 1"4 $6,000 disbursement by PPC; failing to Itehi

specific 1964 $S00 contribution to PPDC; and failing to,140wt

various debts and obligations Incurred In 1964 by PC

controet, - . 2642 is the result of an audit of PPC

for the l-S through 19M -period, and it involves, W #M ,

above violations.

The respondents were Well aware of the lmuts

when they assented to the Final Consent Order and Judgihit.

In accordance with the foregoing discussion, the General

Counsel's Office recomends that the Commission deny the motion

to quash the Subpoenas.

I II. RBCOKNE MNTIONS

1. Deny the Notion to Quash Subpoenas.
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AttamkImts
1. Notion to
2. Letter

Staf Neer:

Quash Subpoenas

a. RaeCh

tooo



.1,

ot t faty nd Willis carto,
as tm tmrer

Serty o , Inc.:he Sptlight
Cordite Fidelity, Inc.
Cordite Fidelity Corporation
Willis Carto
Ilayse Eutsel
Government Education Foundation,

Inc.

Urn 7242

CEnT! FCATIOM

I, Marjorie V. mnees, Secretary of the Federal election

Comision, do heroby certify that on January 26, 0, th

~em ioe de ed by a vote of S-0 to take the -U .

,eU in Im W42

01.

2.

tuhas vted, a6flsmtlly tot the iWS*A. -$ *
Uarry 414 mot- eat a vote.

Atte ts

Date
Secretary of the ftm"esion

Received in the Secretariat: Tues., Jan. 23, 190 SAlS p.a.
Circulated to the Commission: Wed., Jan. 24, 1"0 11:00 a.m.
Deadline for vote: Fri., Jan. 26, 1990 11200 a.s.

wl

/_ 6f. - 24



MOTUN M911U 28ESED

Rack Lane, Esquire
132 Third Street, S.z.
Washington, D.C. 20003

Re: NUR 2642

Dear Mr. Lane:

on January 26 0 1990, the rederal Rlectioo Co
denied your Notion to Quasb Subpoena t
matter. AccordlIgly ,00pos me to the o,.b0
Orders mst b rem Seid at the Cominie, st,;..S
days afr your -retpt of this letter. I t.w
quetimons, pleaseot a robert aleh, te
this stte, at (2031 $76400. 7F.



.. m February 5, 1.90 -

U RECEXPTL # SP 9-27 027 618 N ''

LawTence M. NIoble .Z:
General Counsel
Federal Election Commission
99919 Street, NWv
Washington, D.C. 20463 -

z

Re: NUR 2642

Dear Nr. Noble:

W) Thank you for your form letter of January 30#-19190 which

staetead that on Jasuary 2,6 1990, the Federal 3lectiow 1 ion
deied our Notion to Quaks ubpoenas. It is# -9t.mre
difftcult to ktov hey W410618e th this setter b the
limited inf"mt14v thaSt~o
oo wt 1 V.V-us* I, a ,

40o~ce MbaisW

U&t t 1101 A ILI t U SaI~Vfte
by the -COMstoo"ser. 'S bt mtIso~~~~~ Madera: ~ E~t St oU

Iam conft4N" W, 4- ~m t f tV
C siton are-*1 the

of the United St',
ftaf t opitan sOW ,.taa .m to vote
on each such mstte -i -a ..a thold
to the smme standerd. a4t I '1ibt thmt W ill
be reviewed by thos oo- rt*, i e appropriate, at +bi outset
to make the record as omuplete as iossible.

After receipt of this information requested in this 'letter,
I will met with my clients in order to consider the next step.



.J ...e . ... .... ..

i-VW U'C s ever sought to compel either.- f'o loratic party or "my 'of their' 1OWVI"~ t.0
Q- egt~tk for a t ime f ram rerenigams tbcbs

Ily settled, as in this instance, I would appreciate it
f)o Vold send those citations to se.

.In accordance with your request, a copy of this letter is
bei" set to Robert Raich, Esquire.

Sincerely,

c ra r aan*, squire

aM



~~ ftECTION OM6O
Ill~O Oc ' C a)

Nerk 14Db, 39squire
132 Whird Streetv S.C.
Wsshijmqtofl, D.C. 20003

Re: mmU 2642
Populist Party and Willis
Carto, as treasurer

Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity1  nc
Cordite ridelity Corve""ba
Willis Carto
Blayne Ntel
Governasat 3ducatioa lM "J mp j

. t tioo and a, coy of IVeA&t~

"A* -**"w~u"C* with the Coissions$ @4sha44 rqso~to the ovttaniq ape*
you oul4hav any questions, la. oac
*tbW7repossible -for til itatter ait 3

Enclosures



~boS1mi.

March 23, 1990

fkI'fliS 3squ ire
!22,19bild Street. s.3.Wi610ton, D.C. 20003

Re: NUR 2642
Populist Party and Willis
Carto, as treasurer
Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity# Inc.
Cordite Fidelity Corporetion
Willis Carto
Blayne Hutsel
Government Educatior
Foundation, Inc.

001-v

-clients were sernEod
Orders to ....

of your Notion : Idi
"as required vtim

27. 1990, the Co qmte

ml. docimntation, and*

'008~ W miat ion from you I
11 Iy.~ Advised that in view of

r tb General Counsel"s Office .v 11 8reo
i Sq~ I t e It in United States District Covte to

.set.. -O" aace with the Subpoenas. Furthermore, du to
ma*e4@o0pt ot the documents and written answers requested, -this
4Gftc is, postponing the deposition of Blayne Hutsel until,after
*hew received and reviewed that material. we will notify you

later of the now deposition date.

Sincer

Lawrence N. Noble
General Counsel



ad Willis Carto) 1
loc.

) NU3242

L 0 It. liy Ic

CEk-Ato Fidelity Corporation )Iat" ,lmnutsel Oslo

oVggMnt Education Foundation, )Inc.

GENERAL COUNSEL'S REPORT

0 D-e er 4, 1989 the Commission found reason to believe

v _ --miepmbets in this matter violated various l etiM u of the

ftigv 4910Utiom Campaign Act of 19719 as ,muid. ' tht 4te

-t~ '- also awroved several 4ubpwip -- .

toI ins wee ite4 se Is WO 471
4Wt.*astrc*er 6Oftdit i 14wR '4,

++ + ,--sat+ ..,
~ ~atlemft udtl Inc.A

ill NO 91 f aset and answers In vitlA *IR*

+W .dI+ . TheS instrunts were received 01 Z 5 9.+

fftteftest 2) The deposition Subpoena dlt.0ted t *&I

Iutsel required him to appear for deposition on M1arch 29, 1990.

The respondents filed a Notion to Quash Subpomas, vhich

the Commission denied on January 26, 1990. Cousel tmen

requested a copy of the "Opinion of the Commissionors" denying

the motion. (Attachment 3) As a courtesy, on february 27,

1990, this Office sent counsel copies of the General Counsls



t d the "el*4t ertifiAtiin. (att. ..

mataaudng sbponas lovi thout dela.'
On match 23, 1990, after counsel failed to returp.

calls, and upon receiving no other communication froe *ems1,
this Office advised his that we would seek authorization to file

suit to enforce compliance with the subpoenas. This Office also

postponed the deposition of Blayne Hutel because we did not

want to take his deposition without first reviewing the

subpoenaed documents. (Attachment S) This Office as, ieeelved

no response from the respondents or their lawyer.

In light of the forepiIm discsSsion, this Offlie11e' s
autbiritim=4 to file a civil suit for relief in

i"Striat Court to enftgce 6Vplionce with the

116po .Mf.. ta Preds "idea" snd Otrders t"

" '..s : .... ,t r v e..

-,ep ,e a new depoition Subona to Sl..e e .... .
to be filled in after receipt of the subject do.

I 
.. .

1. Autborise the Office of the General Coq ,Z.t
Institute a civil action for subpoena et-i
United States District Court against oY
and Willis Carto, as treasurer, Cordite IF
Corporation, and Government aducation F-oud Inc.

2. Approve the attached Subpoena.

3. Approve and send the attached letter

aewrence . o



3~k WW

In the Matter of

Populist Party and Willis Carto, as treasurer
Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity, Inc.
Cordite Fidelity Corporation
Willis Carto
Blayne nutiel
Government Iducation Foundation, Inc.

a~m42

I, inacjorie Wa.,

Federal 1tioa ,

vote of S-0 tov".

2. Approve the ftbpem attamed to the Gemeral
Counsel"s report dated Sa 9, 190.

(continued)

+2.



~f*cAtiW"Mw forl b "4-2
159, 1990

3. Approve and send the letter attached to
the General Counselos repoct dated
may 96 1990.

Cammissioners illott, Joseftak, NRowoald# Rofeetyo

'- i*W2fOm. voted af~firmauvoly for the, deoill
"AW Iomer Atseu gas- not ptemot at bh , m o t

L A



May 17, 19f

iI2 : Whird Street. 5.3.

W.0bington, D.C. 20003

Re: RUR 2642
Populist Party and Willis
Carto, as treasurer

Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity, Inc.
Cordite Fidelity Corporation
Willis Carto
Blayne Kutsel
Government Education
Foundation, Inc.

'Av V 1,,~ opulist Party and NJ,
, Corporation, and

i1wre served with
t Written Ansersct

that compliance
Y-7 ,*ebruary 27, 1Ig,

4t additional
~t~4py with the outs

A. . ft advised that t
...." w t 110 o **4 0~s e to the Sbgoeon.

~ 0~Inablityto obtain vol
~(t4~ith Su4W~ ftft ds, the Comissionha

Gs l Counm t4o "ttitute a civil action for
tOromn Qt innhited States District Court.

Should you have any questions, or should you,.Ihol yu-.t amply
fully with the Subpoenas and Orders prior to suitr
coatact Robert asnham, Acting Assistant General CoeWlj t
374-8200, within five days after your receipt of tbI* t

awrence C. noble~General Counsel



-400

May I, 19 0

Robert Bonham, Esquire
Acting Assistant General Counsel
Federal Election Comission
999 3 Street, N.V.
Washington, D.C. 20463

Re: NUR 2642
Populist Party and Willis

Carto, as treasurer
Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity, Inc.
Cordite Comlit rp.
Willis Cart.

-WI

U -~
~ 

-Ip.A

Dear mr. 9066m:

2M*s letimor I* n t* 461 ". mm

Nob tO t Ume -leasin

Inspeotina of al1 the raeevnt, an 00" s ~ib~ aenot
prewsly bad availabl, to you, ad wU'i t l Welevant
questions so long as the tm t" .e.e.d.t ...... for
each organisation has not bee* preole , inal Cnsent
Orders and Jg ts filed by the FEC with thm VaUW states
District Court for the District of Columbia on WOb412. 1,69.

The organisations will fully comply with you requests to
answer all questions end provide all douests so lo as this
discovery is not procluded by the Final ComMiet Oders and
Judgments which orders and Judgments did settle them outstanding
questions for certain organizations for specified time periods.

Sincerely,

Mark Lane

"M



SSION

July 12, 1990

street. 8.g.
Wu W ogte, D.C. 20003

Re: NUR 2642
Populist Party and Willis

Carto, as treasurer
Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity. Inc.
Cordite Fidelity Cocp.
Willis Carto
Blayne Hutsoel
Government sducstimn

Foundation, to.

~I.t. ~#

your July 120. 1 ;

"retarn all the C
4" r i ttod to the C

tion it seem b fair t,
*_sand snswers by J4ly MI.*Usaeforcement actio.'*tk

the District of Columbia'u~~~g
am*:*

It j1gI mli-" tod your position in this matter or
.b"l6 y" be , -a" -4estions, please inform me immeditely at
37"400.

Sincerely,
I '1. .

David R. Fitzgerald
Assistant General Counsel

,Th



MSSS oFn IM
wwoSK

David M. Fitzgerald, 3equire
Assistant General Counsel
Federal Election Comission
999 a Street, N.W.
Washington, D.C. 20463

Re: NUR 2642
Populist Party and Willis
Carto, ". tEret*

Libeety 14bbyl, loo

Bar nr. witsgrol34

PvC to myc2
tib t repOk t

omw of the
F iral Audit nSpert
sewt to ST off, iC et

dum

the" he

fthe

abe

I note that -as 't"cLa Report of tbo. * *P[1 yes
previously subaittO. i n re1poad1 to. My mi . oa,
hovever, that they have, not -rmaevo a Fi6a Agift i Mrt.

Hark Lane

ML/bwv

"' k. .



August 2, 190

Mauk Lane, 3equi@e
132 Third Itrt, *.i.
Washington, D.C. UW3

Re: aMM 2042
Populist Pacty and Willis

Carto, as treasurer
Libecty 0q'g, tnc.

Cocdite ity, Inc.Cordite *Jt Corp.

0, ..

4

fte"

1.1

11 -COUssl



19MOM OF THE DAR
NEWYORK

IMAgOst 3,19

David m. Fitzgerald# Esquire M
Assistant General Counsel -O
Federal Election Commission
999 E Street, .W.
Washington, D.C. 20463

t: NR 2642

Ioplist Party and Willis• coCarto, a trmuraer

Dear Sr* itsgerald:

Your letter date& 41 2 ~19
was delivered to my 0 to
circumstances there IsJ o-
prior to July 27# 1990.

>0% ~in the interim, 'f. aset Z "to ~C~S
July 31, 1990. Upon .... If 0 -of at, ttib. final
Audit Report I will L * to .

Very trulyyors

lark La

NL/bw



....
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November 14, 1990"

4-

Lawrence N. Noble, Esq.

General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463 -

Re: MUR 2642

Dear Mr. Noble:

Since you appealed ouly ow.e otion of t..  Order of the
Court in this matter, o hae .... 4VwelY -OOKd the
obligation of the &Wow to, "i ornationwhich you have pWqvl , ,. - attorney

stated to me in -whole,~
that is, the embert
15, 1990, provide which
the Court directed yi* ,-too- . '.

Nevertheless, all~& ~ 1 of
the relevant infor!*!l G t-' - * Court.
This is so in spit*e oA* honor the
second portion of ti C wr SOW &e.

I enclose an affIdavit- fr43,W n .Ditp rding the
interrogatories to the P** I' rti7. 1 ,-0, ose an
affidavit from Willis eato r -41 iqtba im, tter. I
enclose an affidavit fo Wllis Carto t, .rding the
Government Education Frouzatton Inc. I enclaoe an affidavit
from Michael Piper g Ing the Cordite Fidelity
Corporation. I also enclose as exhibits to Mr. Rutzel's
affidavit documents which you have requested.

You have requested the respondents to produce various
documents. All the documents which you have requested are
available for your inspection. All your representative need
do is to call (202) 546-5611 to arrange for a mutually
convenient time, any timer during normal business hours.

I hope that you will withdraw your ill-considered and
frivolous appeal, examine the documents which we have
submitted, and which we are producing for your inspection,



4, J~t' t

4

S

Mark

4



A.*iZO belig al v~ e~ es

t.Ia* not tbo feuegOf Coient3~otca oIb
, o. and I a not the aresure of the Populist Pelby.

2. 1 hove not been t3ie free ure of Gove e Rduoetiona2

PoMdation, Ino. sine 1982. 1 heve never been the Treasrer of
the Populist Paxty.

3. Nevertheless, I an endeavoring, through oonbeots, to
secW* and provide for the Federal Election Comission the names
of the direcbors end officers of the Gove=nent Educational
Foudation, lho. from January 1, 19W' throUh the present and
to arrange to make available the Articles of Incorporatioa end
the Bylaws within tbo next few days, Ag I have no suoh ocoalt
in the Populist perty nor a y a uthoit, I can provide nothing

for the Popalist h~rty

Iswear that te above Is true end gory o t*- Aet.

SVW TO rj TKZ3 141 Da 07 NO l, 1990.

jo 0010Il ~Co.

Y12 AdAlft
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++U0+2 "am 0 xs TuCT coonuUI DSTRE DITRIC COItA
IMB 13 DISTRIt OF CMOSA

)
Pet it ioner,)

Misc. No. 90-229

POPULIST PARTY, et al.,

Respondents.

AFFIDAVIT OF MICHAEL B. PIPER

Michael B. Piper, being duly sworn, deposes and says

that:

1. I have never been an officer or director of the

Cordite Fidelity Corporation.

2. I am not the custodian of the Certificato of

l1"Xwpoation, the Articles of Incorporation or of tI*, l3yna

,of th Cordite Fidelity Corporation.

3. * I do not know the names of the diretoror U r

of the Cordite Fidelity Corporation from Janm*t Iw eG,

throigh the present.

4. I an the only person who has proVId14 any

information used in the preparation of the respanses Set

forth above.

5. In spite of the foregoing, I have made efforts so

that a representative of the Federal Election Commission may

inspect the documents referred to in paragraph 2 above and so

that such a representative may secure the names of the

directors and the officers of the Cordite Fidelity

Corporation.

Ve



U a E?*ntative of the Federal Blection'

W;1 donLact me via telephone at (202) 546-5611

.... " nlet two weeks, I wili arrange for a mutually

Odvnient time for the documents and records referred to

heroinabove to be available to that representative.

Michael B. Piper r

City of Washington
District of Columbia

an i this the day of or 1990, before m
FitOa e I y c" RIN M7 9, Piper, to me known and known to s

to b ~h a~ p~onwho executed the affidavit above* afl4
!. I dsWi eb I to me that he executed the same, bawl"

• 'it• to 4.

My ~ ~ ~ ~ ~ ~~M Coiso"xprs"mnhsjo expirs Dwcmqer 14. 1M91My Comission Expires:



rot"Hr DIMm.Jr- nk CIxA

VRAL BZRc lI M CONWISSlOt, )
)

Petitioner,
)

v. ) Misc. No. 90-229

POPULIST PARTY, et al., )
3

Respondents.

AFFIDAVIT OF BLAYNE E. HUTZEL

Blayne E. Hutzel, being duly sworn, deposes and says

that:

1. I am an accountant who has been asked to read the

interrogatories served upon Willis Carto as treasurer of the

Populist Party.

2. It is my understanding that Mr. CArto is not the

^trasurer of the Populist Party. I believe that MW. Carto

m has been treasurer of the Populist Party.

3. The information that I rely upon in this- affidait

is found in the books and records maintained by the Populist

Party including the documents which I am submitting and

attaching to this affidavit.

4. If there are any other documents that the Federal

Election Commission wishes to have produced, I will attempt

to make those documents available to a representative of the

Federal Election Commission at a mutually convenient time.

To arrange for such a meeting, the representative should call

me at (202) 546-5611.



51 All of the .... il

Interrogatory la through 4 has. b i previously provided to

the Federal Election Comaision.

6. All of the information requested in Interrogatory 2

has been produced to the representatives of the Federal

Election Comission on more than one occasion.

7. Nevertheless, I will respond specifically, yet

again, to the interrogatories.

8. Regarding Interrogatory la:

On April 29, 1985, Liberty Lobby purchased books from
the Populist Party.

3719 books "The Money and the Powers* at $1.50 $5,578.50

9. Regarding Interrogatory 1b:

On August 12, 1985, the Spotlight rented the miling
list from the Populist Party.

.WAtl/ g List of Populist Party

21,36 at $0.00/thousand .1,731.04

10. Regarding Interrogatory Iv:

On August 12, 1985, the 06 rument MUvatioi"., eAnt ion
purchased equipment and rei r. the Poul4.# #rty for
equipment rented net of incorporation fes paid by (d7.

Nailing machine and scales $4,994.00
Rental of typewriter, voice and video equipment $434.60
Less incorporation fees -$82.00

Total $5,346.60

11. Regarding Interrogatory ld:

During 1985, Liberty Lobby, Inc., billed the Populist
Party for support services:

Personnel $34,646.35
Rent $5,136.03
Telephone $1,366.14

Total $41,148.52



12. Regarding Interrogatory le:

During 1985, the Spotlight billed the Populist Party for
support services:

Personnel
Rent

$15,793.51
$1,850.41

Total

13. Regarding Interrogatory If:

On January 23, 1986, the Spotlight paid for envelopes,
used for a Populist Party mailing:

195,000 #9 envelopes at $15.71/thousand
197,500 #10 envelopes at $18.11/thousand
Service charges

Total

$3,063.45
$3,576.73

$359.82

$7,000.0

14. Regarding Interrogatory 1g:

The six items totaling $21,790.22 that reduced the debt
without corresponding disbursements In 1965 and 1986 are as
follows:

Adjustment to reduce debt to $64640.18
Printers II. This was paid by
the Spotlight for $7,000.00
including finance charges.

$14,84S.55Adjustment to reduce support
services debt for the following:

-Mailing list rentals erroneously
charged in 4th Quarter 1984

-$12,417.35

-Credit due the Populist Party
for mailing list rental

-$907.20

-Computer expense erroneously
charged in 1st Quarter 1985

-$1,000.00

-Miscellaneous postage due the
-$2.00

Populist Party



Populist Party ranging from $3.00 to 011#4Wr
-519.00

Adjustment to reduce support $143.59
services debt for the following:

-Niscellaneous travel and telephone
expenses due the Populist Party

-$118.59

-Miscellaneous contributions due the
Populist Party ranging from $7.00 to 10.00

-$25.00

Adjustment to reduce support services $128.35
debt for miscellaneous contributions
due the Populist Party ranging from
$1.00 to $50.00

Adjustment to reduce support services $12.30
debt for miscellaneous contributions
due the Populist Party ranging from
$2.00 to $10.30

Adjustment to reduce support-servioes
debt for uiscle0u O1tributlm
due the Pptlist awkity ranging.1ft1m
$5.00 to $5.25

Total *

15. I sabsit with this affidavit ftr-txbits totAl-

sixteen pages in response to ISteOq%0§try 2. Bach of thee

documents have been previously submittsd to the FUC on more

than one occasion.

City of Washington )
District of Columbia )
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o
t b.tbo i.so 0 ft.4 the of'
bi4mly *caOgdto so that he *iecuted tI ~ bm~a

authority to do -400

-.,ZY.

W mmis kn mpssm Dacwtb 14, 1001My Comaission 3xpires:

Nofary Public



F. -

Here's my challenge to you:

Just show me where an investment letter you
read covered all 3 Yo the major financial

* stories I'm going to tell you...

* And I'll give you a one year subscription to *
The SPOTLIGHT, TOTALLY FREE!

Dear Friend,

Tha t's an offer I11 probably never have to deliver on, becam 9
time out of 10, investment letters rarely cover ec~momic stories like

't Uin.se-it's just not their job.

A lot of invstment letters do a r 1r le jcb of telling
**m to put ymw omy ad how to siximize yaw return. out oat.St~il t's h sn r *that eally t bddid the e xn
- to ten you of 68 ounce the U.S. a d aorld

~~t* laet 48"M w a the iftenml Utwm e bvic W l
* lo of OUW your ostogieso a fe af %oit It's goig-YM &t in tMi letter.

, tta on mney ai th, taxati wonI w*ic mmtUpulatlon

In just a mirmte I'11 tell youmlore about my free silver coin
ad yu-.hoice-of-book offer, but riht now let 's get to thoNe 3

j~or conomic stories you probably missed by not reading the

s1cvniair.

Did you know that IRS Ase of taxpayer
rights is now so flagrant that one IRS
agent has actually been slapped in jail?

Yes indeed...David C. Ballard an IRS agent with 13 years

experience bullying honest taxpayers, has Just been convicted of
perjuring himself and coaxing an IRS informer to lie to a grand Jury.

I) Described by his attorney as "a good soldier for the IRS",

EXHIBIT I



, • ' ....... .......... •

Movnghebtaoe the law '%m he mnv d -no Ciao* ~m
ftifty to steal tsr - --A, - a il WAL allard lied to a gran jury
that he*'d received the stolen mail mmnmy.

Andnow. on top of his conviction for perjury,' Bllard faces a
Federal investigation on mail theft dare.

Do you know who's behind the s'ucnessful con-
spiracy to shut down the free market in gold
and silver?

Not only has The SPMUGHf exsd the details of the aicomsful
owmmixracy to oorawr the gold and silver market, wemve also identified
--3 nm--the actual conspirators thmelves.

0 You' 11 prdbYly rImN e the nms of sm of thes wswpirst s

i0 4111e others will h new to you. Ore Ws are:

*-- lly fte m-s i3-th t Mr a wll am e those rii tb
6dmm OIUiyMi you ad I Can iWnO.

ftio

*1 i~rr ke m-an iv Ijondt t "*h

s ibwsr of "MesNo 8 MpmIN im
Ok& dif Vw 6 Menm muls -01f '.11 01".

fi Ancal aup~ m -- to 66009i 7i 00f
Did you know that the international bankers have
a vital financial interest in flooding the U.S.
with dchap imports and throwing millions of Ampris.ans
out of wrk?

aWell these International bmkers swae do he a vested interet
in maswping America with dhamp foreign - m- they don t give a
hoot about the suffering it caume umloyed MrLcnw ad their
fmlion or what thes Imports dD to our deficit and balance of tr f.

That's because thas bW*Ars have loamed billions ad billian of
otherwise uncollectible dollars to banana republics and other somd-
rate countries.

AMd without Amricns pnhasn all these foreign *Wu,

I.



y...mid m4AS U.i: m to * bu",lm at a
natonlit Jrsnq *in ftMSUa . o~sft-m -1n6i 06~ 4w~nm

dict tikhail Our"mv. .

So. looking out for their win ial llin, the M
bossemm have transferred as inadt as 20 million ounce of gold-vaited
at $6.5 billion-to Hcbllad Ad 6 dmn .

This way. if fre dm-loving imis do dmp OmfgEmdaev, hema
MW thug will be et for life.

km let m ask you sme- qAtiom at other topi c ...
impomrtat issm egularly cee by The S gWaw d rarely

atDIDure else...

DID YWU 6ISS...

That sral reual o*wsUS 4e8esa
se ls M no to tC o Ii b.,, ,, -.

got iu12pl ~ ~ ~ I .

Mkim o f . s- ..

tCImmeINRI -stborias You jat
- -

M", 1610000

tas heath ine itmi alT 4p~d
mWN the liberal 90adt i ttii*O * ~ -

incldi-A...

"SPY ILGbu oan ItInan 0 I YouO, Iu oWt lbws tar .
exwert Doin atin overssh pi0'Ne-- lot -S 2wp on$9,~

can keep mor of yaw htr4arned moey fta te IF, muat

0 0

OM4

* I

4 ~1
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Me to99.a 9k*4 1sc j t A kymA

bysin not qittlng 2wu M I? I've pst the.rUnuuIS

After you Ovo layd~ 's~j~ 14ttw ad youv I*Lesnad
. bou- theftmo half awmOA-A m a yaliaw -di1

ot-&mfrOSbO~k4Ifa --1n a aa. to look ovat this fini-imaws
of 7rn Mae"*UGW.

mwW vi CANSAVE "ME aw$ LZ3IYIG13WimaW

if yo ait lt t6 U~wI -U~ -i d O&Z e 44bogt a
of mmw maoIGffit yod bmw t6 sm 0 a~r

bw Sae a" two
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'*mud yaa a usdaaiof GAi-hAt aticl of .999 fine silm wt

6* I
I

iilt

I.

* I
* I.

* I f
* .4 I,

4.

4.

I



'lA. 3W1F

That's asy. too. Jint rieto ?he W t=U for. 2 you
lownIll be able to ruash v ohof tHISS I1 wwsUlbdoa the Anftmm

jadon medalion xm of COM of .999 flaw silve.

BUT YOW AMT NOW

fraddlyo I don'It know howe lone I can hold the line an the upOil
low WmbCriptiaun price I'm offeting you and contidmie to give myfree
silim mealiaw ad refifmuxiOki books.

Sinn this offer con be witI~sm at ay tim, I st tunsly "y
to act -of.

__ ~ ~ s Iftt am y"ammiting *W? R5wat mev* _ ~JIt's bar 1
of ~. fil ~t~ 4k

Its -i IN Al A.- t

u Aftww at a *e*C h 't~~AS

P.S. I "NMI t kidding about the dia1luge&t Oae top of this 3~e4e6

If Your favorite fianil ete covee at .ustWa
Men~rge' stoie 1 mw d mcpee r "at told Jc~AL~ d sme Uh~~

aid I '111 enter yaw A-hsrlt to 11w 11IU!.Rufr am, S~f

I don'It think you con do it bemmaep lke I md, 9 t1m at
10. it's only 11w TCYUGf that covers stoties like theme.

P. P. S. -If you want, you can Your
J eciption to your VIMA or A M)

Just fill in the credit card information on theenlosed order card or.. better yet, call toll-free
800-S26-6600 (In Arizona cell toll-free 600-352-0456).
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Only $11.50
lkwwuds U0816el

14 a wish is OPP awes f eW Visa V 11111111111". as UN be

OU 1*sW -wPI PeI aedo bp pthms. Is Alim. 180 3514456.

LIBERTI"Y LIBRARY
I nldsefldfceAve., SE., WashnlOP, D.C. 30

V111111 o on sedMe __copylcopleS of Beat Ihe IRS? I OW aOW new

q *9.flSt .50 each). IenClose ................. 8_ awwl
Do. notiim"&"ft "MN

P. -j

An excellent new
book. The Money
and the Power ex-
plains clearly the

4machinations of the
'~privately owned, un-

1k. Constitutional
Federal Reserve
System., By Populist
Party National

SecetryDonald
Kimball.

QUANTITY DISCOUNTS!
1 copy, $6

10 ~copies, $151ormote, $3 each
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D~owcS

Augtst 9th. 1965

Cuqtomtrr tpme and A&*Lrs

c/r Litbtrrty La~y
300 Tndrendence Ave., .S.E.
Wahifnglgo, D.C. 20003

SPn ul in' PArty Nips

mtity

21 a366

Prim

-'N

c3t

$173.1.04

Op.,~~

EXHIBIT 3

POWER TO TiE PEOPLE
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sexy 21, 1996

Qrdite Fidelity
Attn: Vic M.ms
300 1ndepende
11ashington, D.C.

Dear mr. Mums:

corpcration

Avenue, S.E.
20003

I am enclosing these documents:

As ~3 C

1. Your pur chase rder -mtrz 196

2. our invoice #12373 dated Jamwry 29, 1965 for
$6,640.18 wdch fulfills the circed pat of the P.

3. Our signed deliwiy receipt for the ibApM odif d*r
delivery per -trmIaw.

4. A copy of ~omb at te kd d tsime
sipdp er ya 0r -o MI1w %mi

WI -them 11(a*. 'taw
Miuom cimr gie iet ,

bow gi~q tb*e "I
t~s u~ ut fitu~y

to be -ai

if i &c rm rceive yaw- 00f ~fll5~~~
see every lop, rmidy -iidht am AR=16iih

Sinsely,

cA:br
Encl.

#4 2 L-

(/50a) F-A , t-



WIV0VSN ~ i1273

c/o CMM VILITI CORPO€TIOU
300 0W96MIc AMU S..
WASIUG1UN, D.C. 20003

4s
~ 4~~; ~

19,& 1963o

~1

I

Arcoun* Number

39400

DdW l

197,500

I
Sfspason Number

7

Job Number

4p I
0tI* - - j W £~U __________________

CUSWme Order Wmber

0napaw

D9 ENuTEin, 24L5 1/0

#10 UNELOI3S,24L5 1/0 CUM= o LIV sta

hnawiI '-'~ I

is.71/u

18.11/M 3,57.73

________________U I
PLEAU NOTE OU PAYME I Totlil
A 2% ateeve w be eftne f hwd o k pold wSd 1i de soi dew i. nil
Net Ore md Pabyebe wWin 35 depoI -- w dw.
A Se "€Che of 1 .5% per ,,00 (0% pw mm w be me" on eechice no p woi' 30 daS d6 biwe defa. We app ,w 40.1w

Wuc Code

I I
MId l

unit Aw4wo



V £ftL'tdfNVCOMiSSION

June 4, 1991

Mark Lane, Esquire
132 Third Street, s.z.
Wshington D.C. 20003

RE: MUR 2642
Populist Party and Willis

Carto, as treasurer
Liberty Lobby, Inc.
The Spotlight
Cordite Fidelity, Inc.
Cordite Fidelity, Corp.
Willis Carto
Blayne Hutzel
Government Education

Foundation, Inc.

Dear Mr. Lane:

Per your invitation of November 14, 1990, this Office would
lke to artan"e for a atually convenient time to inspect tboe

~ ~p~~eto ou eebr14 * 1989, subpoea gi.et
** 15--t- --epwliet. ?d:stt~and Willis Carto, as trouwer,
@wewmm-int iatiou # iO, Inc., and Cordite Fidelity

To .rrue a time-, or, if you have any questions, pleme
*o ct JOSeR.M odrtiges, the attorney assigned to this, UterO
at f("2) 376.4690.

Sincerely,

Lawrence R. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



-ao .,, q'#..
ebtw4 L O~UUS PLM

n ADD t O 5tR8 Vm ASL T
CNECK 103 ADo! VOSIA NAW3OfZ

4



FU*AL El-&NI
WAS6ImC"K OC 390)

THIS IS RIE Eilm (F MJ #

IDWE FILM 0 7/?2~~cN4ER ND* 2Z-0

4'

4



1: lo~i i -i , * -..i 2- ,:i

.y''~'~:

~ ~Jb~

1m~58

W w~f ms~ D@C~inSCm Z~S~ TmO

, •j , ,i iiil i A
i .. .4

p i'K>4

! r ! L • iI , If I

i .. .. ,
l ,, o • o , -

I .. ... • ... ... ! L'i 'I



Y3~ RaDrs iSRo SFURO3D B~ ZZ TO aIU W ~nr zat N

1. Meo.e General Counsel to the Commsion, dated
September 22, 1992, Subject: Priority System Report.
See Reel 354, pages 1590-94.

2. Memo, General Counsel to the Comission, dated
April 14, 1993. Subject: tnforcemnt Priority Sy~tS.
See Rteel 354, pages 1595-1620.

3. Certification of Coission vote, dated Apri)- :M j $-,
S eee 354, pages 1421-22.

4. General Counsel"s Repot, In the iMtt.c -of
354,- pe9sIO 1#as-40.
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