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the Matter of Chandler for Congress, Inc.

Enclosed please find an original and two copies of a
Complaint by the New Jersey Republican State Committee for filing
with the Federal Election Commission pursuant to 11 C.F.R.
§111.4. The Complaint alleges certain violations of law by
Chandler for Congress, IBC. ; the political committee of
Marguerite Chandler, Candidate for Congress in the 12th District,
New Jersey
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of the loans in news accounts from August 1990. (See August 15,
1990, Daily Record article and August 17, 1990, The Express
article, attached hereto as Exhibit B and Exhibit C
respectively).

Upon information and beli e FEC challenged the above-

federal election

iolation, explaining that there had been a "misunderstanding or
misinterpretation"” of federal election law on the part of the
Chandler ommittese. (See Exhibits B and C).

Committee advised the FEC on or about August 1, 1990, that it had
" - amn g e " - = - '3 = - b | - B | R} - 1 ]
corrected" its violation of federal election law by securing a

loan from United Jerse

Bank/Northwest of Randolph, New Jersey,

to repay the illegal corporate loans obtained from the Edmar

Corporation. (See Exhibits B, C and D). Furthermore, the
Chandler Committee revealed that candidate Chandler used her own
Edmar Corporation stock as collateral for said loan. (See

pon information and belief, the Chandler Committee admits
that Edmar Corporation has, or previously had, a banking
relationship with United Jersey Bank/Northwest but refuses to
provide detalls as to the line of credit obtained or to otherwise



(See Exhibit C).

II. Applicable Law

Under the Federal Election Campaign Act of 1971, as amended
(hereinafter "the Act"), it is unlawful for any national bank
to make a contribution
4 Representative

candidate,

Under §441(b)(2), a contribution shall include:

any direct or indirect payment, distribution, lecan, advance,
deposit, or gift of money, or any services, or anything of
value (except a loan of money by a national or State bank
made in accordance with the applicable banking laws and
regulations and in the ordinary course of business) to any
candidate, campaign committee, or political party cor
organization, in connection with any election to any cf the
offices referred to in [§441b] [with certain exceptions not
applicable here].
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institution insured by the Federal Deposit Insurance Corporation,
Federal Savings and Loan Insurance Corporation, or the Naticnal
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vith applicable law and in the ordinary course of business.
However, such loan:

1 shall be made on a basis which assures repayment,
evidenced by a written instrument, and subject to a due date
or amortization schedule; anc

2y shall bear and cu the
lending institu 5L T1I)




11 C.F.R. §100.7(b)(11) also states that a loan will be
deemed to be made in the ordinary course of business if it "bears
usual and customary interest rate of the lending institution
category of loan inveolved; is made on a basis which
repayment; is evidenced by a wri instrument; and is
to a due date or amortization l \ urthermore,
such loans are to be or by tl political committee in

accordance with 11 C.

corporation, Edmar Corporation, for use in the Chandler for
Congress Campaign. The above-mentioned report clearly states
that loans from the candidate to the Chandler Committee "were
derived from borrowings by the Candidate from Edmar

Corporation”. (See Exhibit A).

These facts evidence a clear and

L3}
]

on O

pie

lagrant violat

the law. The Chandler Committee's attempt to excuse the
violation as a "misinterpretation" of the law is a mere pretext

in light of the long-standing and unambiguous corporate

contribution prohibition.

The facts set forth above establish reason to believe
that the Chandler Committee has committed a wviolation of 2 U.S.C.
§441b(a), prohibiting a congressional candidate or political
committee from knowingly accepting or receiving a pronibited



B. Possible Illegal Loan from United Jersey Bank/Northwest

The Chandler Committee has now attempted to remedy its
above-stated viclation of federal election law by the Candidate
securing a loan from United Jersey Bank/Northwest of Randolph,
New Jersey, to P
Corporation.

Chandle

provisions of 2 U.S5.C. §44lb, and, if so, immediately order the
Chandler Committee to cease spending the illegally obtained fun
for the Chandler for Congress campaign.

B. Require the Chanaler Ccmmittee to produce i1mmediate



all records pertaining to lcans from the candidate to the
Chandler Committee which were derived from borrowings by the
Edmar Corporation, and all records pertaining
obtained by Marguerite Chandler (or the

om United Jersey Bank/Northwest £«
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VERIFICATION

The undersigned swears Gt
Complaint are true tc the be

belief.

-~

Subscribed and sworn
this day of August,

Jomua AVweow
y Public

Not
TANYA R. VISCONI
R Notary Public of New Jersey
My Commission Expires Oct. 7, 1991
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For An Authorized Committee
(Summary Page)

REPORT OF RECEIPTS AND DISBURSEHEN'QN:_IQ

1. NAME OF COMMITTEE (in fulf)
Chandler for Congress, Inc.

ADDRESS (number and street) | | Check if different than previously reporied. . FEC IDENTIFICATION NUMBER
PO Box 898 . C00240432

CITY, STATE and ZIP CODE STATEDISTRICT IS THIS REPORT AN AMENDMENT?
Somerville, NJ 08876 NJ/12th CD

|

_ ves X no

4. TYPE OF REPORT

Apni 15 Quarterly Repon " Tweitth day report preceding -
Type of Election)

July 15 Quarterty Repon electhronon ___ _ in the State of
October 15 Quanterly Repont Thurtieth day report following the General Election on

January 31 Year End Repon n the State of

July 31 Mid-Year Report (Non-election Year Only) Termination Aepont

Thes report contains p— [

actity lor |X| Pnmary Election |X ' General Election : Special Election : Runoft Election
SUMMARY
_ 05/17/90 ; 06/30/90 COLUMN A | COLUMN B
B Covenng Penod through Calendar \'nt-to-Dtll

This Period

6 Net Contributicns (other than loans) . T
{
{a)  Total Contributions (cther than lcans) (from Line 11(e) 40,493.84 |
|
()  Total Comnbution Retunds (from Line 20(d)} ‘ 0.00 i 30.00
|
(c)  Net Contributions (other than ioans) (subtract Line 6{b) from 6(a)) | 40,493.84 146,107.84
7 Net Operating Expenditures
(a)  Total Operating Expenditures (from Line 17) 134,153.82 477,842.02
(b)  Total Ofisets to Operating Expenditures (from Line 14 1,978.16 1,998.186
{c)  Net Operating Expenditures (subtract Line 7(b} from 7(a)) . 132:175.66 475,843.86
8.  Cash on Hand at Ciose of Reporting Penod (from Line 27) . 38,041.06 [ S ——
t contact:
9. Debts and Obligations Owed TO the Committee | Federat €
(Hemize all on Schedule C and/or Schedule D) 0.00 | seg E sﬁ« chommrss'on
10 DeﬂsardObhgahonsOwodBYtheCommmea | 404 905.08 Was!'mmon.DC?Odsa
(hemize all on Schedule C and/or Schedule D) . . ! : | Toll Free 800-424-9530

| certify that | have examined this Report and 1o the best of my knowledge and belief it is true, correct el i

and complele.
Type or Print Name of Treasurer
Raymond Babinski

S-gnatyﬁ raasurer /7 . / | Date
T / A ! 07/12/90
. 4 W&f"n—& _(// o '

NOTE: Subrmss’non of false, erroneﬁus or incomplete information may subject the person signing this Report 1o the penalties of 2 U S.C. §437g

T [ T e




SOEDRLE € . Page  10of 7
(Revised 3/80) LOANS LINE MUMBER 10

Bame of Committee (in full): Chandler for Congress, Inc.
NI EEE IS SESANIENEESIESINESESINATIARTER

A. Full Neme, Mailing Address Original Cumulative Balance

and IIP Code of Losn Source  Amount Payment to Outstanding at
Marguerite Chandler of Loan: Deate Close of Period
& Lisa Terrace 150,000.00 3 0.00 3 150,000.00
Somerville NJ, 08874-
ELECTION: [PIPRIMARY [ JGENERAL [ JOTHER (SPECIFY):

incurred 12/727/89 Due 12/2T/90 Interest Rate 0.000X(apr)

. Full Name, Address and ZIP Code Name of Employer
Cccupation
Amount Guaranteed Outstanding $
2. Full Wame, Address and IIP Code Name of Employer
Occupation
- Amount Guaranteed Outstanding $ 0.00

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

3. Full Name, Address and 1IP Code Name of Employer

Ceccupation
s - Amount Guaranteed Outstanding $ 0.00
!Inx-tzlillIllll,ll“ll:!x::::8:3=!======8====:8:!88:!!3:3:211:!:3:::32’33!
SRMBTOTALS This Period This Page (optional)....vvinrneanenns - 150,000.00

TOTALS This Period (last page in this line only).eeeernnnenn. s




SCNEDULE C . Page 20of 7
(Revised 3/80) LOANS LINE NUMBER 10

T TRTTR RS PP R PRR TR MR R R AR R AL LR R 8 E 0 ottt

Name of Committee (in full): Chandler for Congress, Inc.
AN TSI NS SN I I NS EE I AN NIRRT

A. Full Name, Mailing Address Original Cunulative Balance

sl 21P Code of Loan Source Amount Payment to Outstanding at
Marguerite Chandler of Loan: Date Close of Period
6 Lisa Terrace 50,000.00 $ 0.00 s 50,000.00
Somerville , WJ 08876-
ELECTION: [PIPRIMARY [ IGENERAL [ JOTMER (SPECIFY):

v
Interest Rate 0.000X(spr)

. Full Name, Address and IIP Code WName of Employer
Occupation
Amount Guaranteed Outstanding $
2. Full Name, Address and IIP Code Name of Employer
Occupation
- Amount Guarsnteed Outstanding $ 0.00

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

3. Full Name, Address and ZIP Code Name of Employer

Occupation
) E - Amount Cuaranteed Outstanding $ 0.00
PRI T R S S S SIS I S I SIS TS E S E I I T E SN S SIS S S SIS SSETITIT IR
SUBTOTALS This Period This Page (optiomal)............ sessas s 50,000.00

TOTALS This Period (last page in this Lline only)....vvvunnnn. s




SCREDULE C . Page 3 of 7T
(Revised 3/80) LOANS LINE NUMBER 10

AETEIESNEEIESEIENENENEE SESIEENEISESESIFTINSNINSNIRSIES

Mame of Committee (in full): Chandler for Congress, Inc.
-.-.-I.-..--.".--'-..I---I"--..'..-'l..-.IIll..-...--
A. Full Name, Wailing Address original Cuulative Balance

and IIP Code of Loan Source Amount Payment to Outstanding at
Marguerite Chandler of Loan: Date Close of Period
é Lisa Terrace 3,777.08 8 0.00 3 3,777.08
Somerville , MJ 08876-
ELECTION: [PIPRIMARY [ JGENERAL [ JOTHER (SPECIFY):

Interest Rate 0.000%(apr)

. Full Name, Address ard IIP Coce Name of Employer
Occupation
Amount Cuaranteed Outstanding $
2. Full Name., Address and 1IP Code Name of Exployer
Occupation
- Amount Guaranteed Outstanding $ 0.00

3. Full Name, Address and ZIP Code Name of Employer

Occupation
2 - Amount Guaranteed Outstanding $ 0.00
eI TSI E I I I T I IS S I EEE IS EIEEIZETEIZIIESZZZIZIZIESNISSISTSETTIER
SUBTOTALS This Period This Page (optional)....cviivncvnvnnnns 3 3, 777.08

TOTALS This Period (last page in this line only).eeeuicuiannn. 3




SCNEDULE C . Page & of 7
(Revised 3/80) LOANS LINE NUMBER 10

Hame of Committee (in full): Chandler for Congress, Inc.

A, Full Name, Mailing Address Original Cumulative Balarnce

arnd 2P Code of Loan Source Amount Payment to outstanding at
Marguerite Chandler of Loan: Date Close of Period
6 Lisa Terrace 45,000.00 3 0.00 3 45,000.00
Somerville , W 08876-
ELECTION: [PIPRIMARY [ )JGENERAL [ JOTHMER (SPECIFY):

Interest Rate 0.000X{apr)

. Full Name, Address and ZIP Code Name of Employer
Cccupation
Amount Guaranteed Outstanding $
2. Full Name, Address and 11P Code Name of Employer
Occupation
- Amount Guaranteed Outstanding $ 0.00

3. Full Name, Address and 2IP Code Name of Employer

Occupation
5 - Amount Guaranteed Outstanding $ 0.00
RIS IS E IS I SIS NIIEIEIEEIIZIZIZSTTISEISSS
SUBTOTALS This Period This Page (optional)..cceccincnnnncnnnn s 45,000.00

TOTALS This Period (last page in this line only)..ccvrveenne. 1




SCNEDULE C . Page Sof 7
(Revised 3/80) LOANS LINE NUMBER 10

Name of Committee (in full): Chandler for Congress, Inc.
- AN IS SIS SNSRI NEERINSIEEIEIN

A. Full Name, Mailing Address Original Cunulative Balance

snd I1P Code of Loan Source Amount Payment to Outstanding st
Marguerite Chandler of Loan: Date Close of Period
6 Lisa Terrace 19,000.00 3 0.00 3 19,000.00
Somerville , M) 08876
ELECTION: [PIPRIMARY [ JGEMERAL [ JOTHER (SPECIFY):

Interest Rate 0.000X(apr) Secured

. Full wame, Address and ZIP Code Name of Employer
Occupation
Amount Guaranteed Outstanding 3

2. Full Name, Address and IIP Code Name of Employer

Occupation
. Amount Guaranteed Outstanding $ 0.00
SOMtt hame, Address o 21P Code Nams of Drployer

Occupation
- Amount Guaranteed Outstanding 3 0.00
RIS E SR ICIIECIIZIIIEZEIZIEIICISEICSEESEISEISESEIEIIEIEIEEIETEES

SUBTOTALS This Period This Page (optional).....ccovvuvucnnns.S 19,000.00
TOTALS This Period (last page in this line only).eeecvenanaes s




SCHEDWLE C . Page. b of 7
(Revised 3/80) LOANS LINE NUMBER 10

NI AT IS I SIS SN E NS EFEIERIESISEINNEEEIRTSIEIAEIRAE

Name of Committee (in full): Chandler for Congress, Inc.

m-..-m-.lIIIIIIIIIIIIIIIIIEIll--l'Ill‘.l!.ll."tll’I‘l'lll'lllllllll'l
A. Full Name, Mailing Address Original Cunulative Balance
ard 71P Code of Loan Source Amount Payment to Outstanding at

Marguerite Chandler of Loan: Date Close of Period
6 Lisa Terrace 50,000.00 3 0.00 % $0,000.00
Somerville , NJ 088756-

ELECTION: [PIPRIMARY [ JGENERAL [ JOTHER (SPECIFY):

Interest Rate 0.000XCapr)

1. Full Name, Address and IIP Code Name of Employer
Cccupation
Anount Guarantesd Outstanding $
2. Full Name, Address ard I[P Code Name of Erployer
- Occupation
- Amount Guaranteed Outstanding $ 0.00

3. full Wame, Address and ZIP Code Name of Employer

Occugation
, - Amount Guaranteed Outstanding $ 0.00
T I S ST S IS S S I TS S S S I I I T I I T S S S S S S SIS IESIEITESSSSSISSE
SUBTOTALS This Period This Page (optional)..cerrrervennns R | $0,000.00

TOTALS This Period (last page in this line only).c.ivevennen. ]




o ®
MargueriteChandler

Loans from the Candidate wvere derived from borrowings by the <Candidate
from Edmar Corporation under terms identical to that which the Commit-
tee is obligated, that is, on demand and bearing interest at the ap-
plicable federal rates £for short-term loans

PO Box B98 e Somerville, New Jersey 08876 e (201)302-0990 e Fax (201) 302-0681

Pyl fow by Chandier for Congrems [ng. PO Bos P Somerwile “J 8% By Batmmin Tressurey @ prnied on recycled paper @
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'::Chandle;f_
violated |

- commission may Lake further
.- legal steps,” but weuld take

*. consideration.

- that he had corrected the 3itu-"
catien, Chandler' ‘campalgn
" lreasurer Raymond Babinski
- asked for such consideration,

" arisen from "a misunder-
. - slanding.”

. and It will be up to the com-

. Chandler's opponent  Sen.
" Richard Zimmer, R-Morrls,

' sonal and campalgn finances.

" plaln to the public the nature
" of her campalgn's ficancial
. transactions with Edmar
; Corp. and how she Intends Lo
. " finance bher campaign,” said

Zimmer. .

election
controls.

By COLLEEN O'DEA
Dafy Record

Democratic congressional
candidate Marguerite Chan-.
dler violated Federal Eles
Uon Commission regulations
when, using corporate funds,
she, loaned her campalgn
$214.000 earller this year, -

Chandler, a Somerville bus-
inesswoman rumning In the
12th District, told the FEC og
Azg. | that she has corrected
the violations by securing
loans from United Jersey
Bank/Northwest of Randoiph
lo pay back the mopey she
had loaned Chandler for Coo-
gress 5

She bad borrowed money
from Edmar Corp.. of which
she is a co-owner, to make
five loans lo ber campaign
commitiee belween April 23
and June 4. However, the
FEC considered those loans
to have come from the 3
ration and corporite contri-
butions are [legal ander fed-
eral regulations.

John D. Gibson, an assist-
ant stalf director of the FEC,
wrote in 2 July 19 letier to the
Chandler campalgn (hat “the

prompt corrective action inte
Ja explaining lo the FEC

saying the problem had

Sharon Snyder, an FEC
spokeswoman, said the prob-
lem was uncoversd during
the normal review process

mission lo determine whelher
or not it wants to fine Chan-
dler. .
. Chandler has loaned Ber
campalgn more than $367,000,
with 3153000 coming from
persenal funds or from bank
loans, sald Sherry Sylvester,
Chandler's spokeswoman.

In light of the viclation,

asked her to answer several
other questions about her per-

‘“Ms. Chandler should ex-







illegal loans from
her own company

By JEFF PILLETS
Expross slalf wnter

The Federal Election Commis-
sion may decido lo lake legal
action against Marguerite Chan-
dler, the 12th District Democral
ic congressional candidate whose
campaign was ordered o return
$214,000 in illegal corporate
loans

“I've scen these things go el
ther way,” Sharon Snyder. un
FEC press officer, it

Thursday

“On the one hand, Chandler
says she fell no laws were broken
in taking the loans. On the other
hand, corporate contributions
have been barred since the turn
of the century. | can't say whal
will happen.”

Questions sbout Chandler’s
campaign finances center on five
loans dating back to Agpril that
the candidate received from her
own company, Edmar Corpora
{ton

Chandler, o Somerville;, N.J.,

Pleasq seo ELECT /B-4

—

ELECT

Continued from B

businesswoman and the owner of
an industrial park, now ac-
knowiedges that accepting the
loans was a mistake, hul says
hér error was unintentionsl and
stemmmed from a misinter-
pretation of election law

On Aug. 1, five weehs afler the
FEC first called the loans into
question, Chandler's campalgn
committee returned the full
$214,000 to Edmar using maney
the candidatle horrowed (rom a
Randolph, N.J., bank

Sherry Sylvester, Chandler’s
press secretary, defended Chan-
dler's financial denlings and
doubted that the government
would take further action.

“Marpuerite Chandler thought
il was okay to accept loans from
Edmar because il is part of her
personal assets,” Sylvester said
“What we have is a clear dis
agreement n inlerprelation of

e e e

A ——— e . e

At

the Jaw. And when the FEC no
tificd us they did not agree with
our interpretation, we panl back
the money promptly.*™

While federal election law al
lows candidales to use personal
assets in thelr campaign, i fog-
bids acceplance of . corpgrate
loans or contribulions, even if u
candidale pwas the corporation..

According (o Suyder, the FEC
would welgh several "extenuat-
ing clreumstances” belgre degid
ing whelher to taunch an pudit
or take punilive action against
the Chandler campalgn )

She said the FEC would coy-
sider how long Chandler's cam-
palgn committee made use of the
tltegal loans, and how significant
ly the money fIgured In her over-
all finances. v

Snyder added that officlals
would also conslder how
promptly Chandler pald buck the
illegal Joans after being notifled
by the FEC. : '

Campalgn reports show™ that
Chandler's commitlee accepled
a $50,000 loan from Edmar on
April 23 The commitlee subse-
guently aceepled four loans Lo-

0861 L1 snbny ‘Aepuy ‘ssoxdxyg ey

g 3161000 between May &
and June 4

Chandler's campaign — more
than $130 000 1n debt according
to FEC dovuments filed June 30

hat received $146. 040 in con
tributions from individuals and
political groups in the first six
munths of 1k

The FEC fiest colled Chan
dler's finances into question in
a June 25 letler, She repald the
loan hive weeks laler aller sev-
eral letters and phane calls be
tween her campalgn commitlee
und Washington, D.C

Chandler's Republican oppo
nent in the congressional race,
state Sen. Richard Zimmer, has
not ryled out hiling a formal com
plaint agawnst Chandler with the
clection commission. An FEC
spokeswomun said Thursday that
a camplaint would probably re
sull in a routine audit

Zinnmer campaign manager
Larry Wellener, who called
Chandler's acceplance of the Ed
mar money *“‘a dramatic error,”’
urged Chandler to detail her fi-
nancial dealings with the corpo
ration more fully,

Weilzner, retterating demands
made by Zimmer in o letter to
Chandler, alse guestioned her
dealings with  United  Jersey
Bunk/Northwest  of
which has extended
credil to the candidat

Specifically, the Zimmer camp
cluims Chandler muy have used
her corporation as coliatersl o
oblain credit al the bank, an ar-
rangement Zimmer claims 1s il
legal under federal election law
Zimmer also questions whether
Chandler's previous business
dealings with the hank have led
to favorable credit te:ms

While Chandler was nol
avaitable for comment,
spokeswoman Sylvester said she
would not disclose the specifics
uf Chandicr's credit sgreement
with the bank. And while she
added that Chandler's corpora-
tion has done husiness with the
bank, she would not detail its
extent or nature

“Disclosing how much the line
of eredit is would be like disclos-
iIng our campaign strategy,” Syl-
vesler said.

line of

Itandaolph,







TuEsDAY, AvcusT 14, 1990

Zimmer questions
Chandler’s loans

Assoclated Presas

Republican congressional can-
didate Richard A. Zimmer on
Monday said his opponent in the
12th District race may have vio-
lated federal election laws by fi-
nancing her campaign with loa
from her corporation. o ¥

An outside attomey who re-
viewed Marguerite Chandler’s
latest campaign flnance
statements advised Zimmer last
week that.loans. from Edmar
Corp.*are’ clearly iz violation
El'the prohibition in the Federal

lection Campaign.Act on con-

tributions by corporations to con-

gressional candidates.”

However, Chandler repaid the
corporate loans in. question by
securing a baok laan on Aug. 1,
campaign spokesman Sherry Syl-
vester said. - .

Chandler, of Somerville, took
the action in response to & July
19 Federal Election Commission
letter notifying her that election
laws - prohibited the corperate
loan. ) o

The Zimmer campaign said it
was unaware she had returned
the money.

“We question why it took a
warning letter from the FEC to
get her to do this,” said Zimmer
spokesman David Barnes. "We
would like to point out she is a
trained accountant. She should
know better.”

According to Sylvester, the
Chandler campaign staff had be-
lieved that candidates may use
personal assets to make loans to
their campaigns.

“Marguerite's personal asset
is the Edmar Corp.," she said.

On that basis, Chandler had
borrowed $218,000 from Edmar
Corp., which accounted for more
than half of the $404,%05 she re-
ported loaning her campaign
of June 30. _ W

In repaying Edmar with a loan
from United Jersey Bank, she
used her own Edmar stock as
collateral, Sylvester said.

“You can borrow against your

pérsonal assets as long as you
don't own them jointly with any-
one else,"”” she said. “It's anal-
ogous to borrowing against your
home." ’ .
- Zimmer; of Delaware Town-
ship, also asked Chandler for a
clarification of her personal fi-
nances. .

Sylvester said Chandler has
aeve: hidden her financial posi-

on.

“*Marguerite released her tax
forms, financial disclosure forms
and said what her personal worth
was — about $15 million,"” Syl-
vester said.

Both candidates are vying to
succeed Republican Rep. Jim
Courter of Hackettstown, who is
stepping down at the end of the
year.

Exhibit I
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geptember 5, 1990

Jeffrey Michaels, Executive Director
Nev Jersey Republican State Committee
310 West State Street

Trenton, NJ 08618

MUR 3119

Mr. Michaels:

This letter acknovledges recelipt on august 27, 1990, of
your complaint alleging possible violations of the Federal
Election Campaign act of 1971, as amended (“the act"), by
Marquerite Chandler, the Chandler for Congress Committee, Inc.,
Raymond Babinskl, as treasurer, Edmar Company., Inc., United
Jersey Bank/Northvest. The respondents will be notified of this
complaint within five days.

You wvill be notified as soon as the Federal Election
Commission takes final action on your complaint. Should you
recelve any additional 1information in this matter, please

forward 1t to the Office of the General Counsel. Such
information must be svorn to in the same manner as the original
complaint. We have numbered this matter MUR 3119. Please refer

to this number 1n all future correspondence. For your
information, ve have attached a brief description of the
Commissicn’s procedures for handling complailnts.

If vou have any gquestions, please contact Retha Dixon,
Docket Chief, at (202) 376-311¢0.

Sincerely,

Lavrence M. Noble
General Counsel

~ A

BY: Lols G. Lerner
A8soclate General Counsel

Enclosure
Procedures



FEDERAL ELECTION COMMISSION
WASHINGTON DC 20463

September 5, 1990

Martin Roffman, President
Edmar Co., Inc.

35 Monhegan Street
Ciifton, NJ 07013

MUR 3119

Dear HMr. Roffman:

The Federal Election Commission received a complaint vhich
alleges that the Edmar Co., Inc may have viclated the Federal

Election Campaign act of 1971, as amended (“"the Act®"). A copy
of the complaint 1s enclosed. We have numbered this matter MUR
3119. Please refer to this number 1in all future correspondence.

Under the act, you have the opportunity to demonstrate 1in
writing that no action should be taken against the Edmar Co.,
Inc. 1n this matter. Please submit any factual or legal
materials vhich you bellieve are relevant to the Commission's
analysis of this matter. Where appropriate, statements should
be submitted under oath. Your response, vhich should be
addressed to the General Counsel’'s Office, must be submitted
within 15 days of receipt of this letter. If no response 1s
recelved vithin 15 days, the Commission may take further action
based on the available information.

This matter vill remain confidential 1n accordance vith
2 U.S5.C. 5 437g(ai(4)(B) and 5 437g(a)(1l2)(A) unless you notify
the Commission in vriting that you vish the matter to be made
public. If you intend to be represented by counsel in this
matter, please advise the Commlssion by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter at (202) 376-8200. For
your information, ve have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely

Lavrence M. Noble
General Counsel

e .t WP
Lol 5. Lerner
ASsoclate General Counsel

Enclosures
1. Complaint

2. Procedures

3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

VASHINGTON. DC 2046

September 5, 1990

Doris M. Tarrant, President
United Jersey Bank/Northvest
711 Route 10

Randolph, NJ 07869

MUR 3119

Dear Ms. Tarrant:

The Federal Election Commission received a complaint wvhich
alleges that the United Jersey Bank/Northvest may have violated
the Federal Election Campaign Act of 1971, as amended ("the
ACtL"). A copy of the complaint 1s enclosed. We have numbered
this matter MUR 3119. Please refer to this number 1in all future
correspondence.

Under the act, you have the opportunity to demonstrate 1n
/riting that no action should be taken against the United Jersey
Bank/Northvest in this matter. Please submit any factual or
iegal materials which you belleve are relevant to the
Commission’'s analysis of this matter. Where appropriate,

statements should be submitted under ocath. Your response, vhich
should be addressed to the General Counsel's Office, must be
submitted vithin 15 days of receipt of this letter. If no

response 13 received vithin 15 days, the Commission may take
further action based on the avalilable information.

This matter will remain confidential 1n accordance with
2 U.S5.C. 5 437q(a)(4)(B) and 5 437g(a)(1l2)(A) unless you notify
the Commission 1n vriting that you vish the matter to be made
public. If you 1ntend to be represented by counsel 1in this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter at (202) 376-8200. For
your 1nformation, we have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble
seneral Counsel

seneral Counsel

Enclosures

] _omplaint

Procedures

Designation of Counsel Statement

W Ny



FEDERAL ELECTION COMMISSION

WASHMINGTON D 20461

seotember 5, 1990

Raymond Babinski, Treasurer

Chandler for Congress Committee, Inc.
P.0. Box 898

Somerville, NJ 08876

MUR 3119

Dear Mr. Babinski:

The Federal Election Commission received a complaint vhich
alleges that Chandler for Congress Committee, Inc. and you, as
treasurer, may have violated the Federal Election Campaign AcCt
of 1971, as amended ("the Act"). A copy of the complaint 1=
enclosed. We have numbered this matter MUR 3119. Please refer
to this number in all future correspondence.

Under the act, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Flease s=ubmit any factual or legal materials wvhich you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted under
nvath. Your response, vhich should be addressed to the General
Counsel's Office, must be submitted within 15 days of receipt of
this letter. I[f no response 13 recelived wvithin 15 days, the
Commission may take further action based on the avallable
information.

This matter vill remain confidential in accordance with
2 U.5.C. 5 437g(a)(4)(B) and § 437g(a)(l2)(A}) unless you notify
the Comm1ission in vriting that you wvish the matter to be made
public. If you i1ntend to be represented by counsel in this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Frances B.
the staff member assigned to this matter at
your information,

Hagan,
(202) 376-8200. For

ve have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,
Lavrence M. Noble
General Counsel
o ‘ r‘ N
XY Se—
1 £ Lerner
late General Counsel

Enclosures

1. Complaint
2. Procedures
=

Designation of Counsel Statement

O
8]

Marguerite Chandler



FEDERAL ELECTION COMMISSION

N { JO4

September 5, 1990

Marguerite Chandler
& Lisa Terrace
Somerville, NJ 08876

MUR 3119

Dear Ms. Chandler:

The Federal Election Commission received a complaint which
alleges that you may have violated the Federal Election Campaign
AaCct of 1971, as amended ("the act"). A copy of the complaint 1is
enclosed. Ue have numbered this matter MUR 3119. Please refer
to this number in all future correspondence.

Under the aAct, you have the opportunity to demonstrate 1in
¥riting that no action should be taken against you in this
matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted under
oath. Your response, wvhich should be addressed to the General
Counsel's Office, must be submitted within 15 days of receipt of
this letter. If no response 18 received vithin 15 days, the
Commission may take further action based on the available
information.

Thi2 matter will remain confidential 1n accordance with
2 U.S.C. 5 437g(a)(4)¥(B) and 5 437g(a){l2)(A)] unless you notify
the Commission in vwriting that you vish the matter to be made
public. If you 1ntend to be represented by counsel 1n this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
ounsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter at (202) 376-8200. For
your information, ve have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely,

Lavrence M. Noble
General Counsel

R 2 A -~
- -;_/T )
_,\ TN —
Lois G. L/erner
ASsocliate General Counsel

Enclosures

Complaint
Procedures
Designation of C«

W N o

L& ]

unsel Statement

cc: Chandler for Congress Committee, Inc.
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NICHOLAS CELSO, ED D
F COUNSEL REPLY TO LIVINGSTON

*MEMEFE OF N] AND NY BARS TELECOPIER (201) “40-0891
T September 6, 1990 : .

BY FEDERAL EXPRESS

General Counsel =
Federal Election Commission

999 E Street, NW.

Washington, D.C. 20463

Re: 1In The Matter of Chandler for

Congress, Inc. ('
Dear Sir: =
8 &
This letter is to respond to the Complaint filed in the abgge >
captioned matter by the New Jersey Republican State Commitfee -
alleging certain violations of the Federal Election Campaign t an
of 1971, as amended, and its implementing regulations. For the 753
reasons set forth below, the Chandler for Congress Comnittéi, .ii
Inc. ("Chandler Committee") respectfully submits that pghe_ 3
Commission should take no action on the Complaint. R ;g
- @
The thrust of the Complaint against the Chandler Committee~2

involves loans made to the Committee from the Edmar Corporation,
totaling approximately $215,000.00.

In a letter dated July 19, 1990 from John D. Gibson, Assistant
Staff Director of the Federal Election Commission ("FEC"), the
Chandler Committee was advised that the loans it had received
from the Edmar Corporation constituted an illegal corporate
contribution. (See letter to Raymond Babinski, Treasurer,
Chandler for Congress, Inc., attached hereto.)

The letter instructed Mr. Babinski to "refund or repay the full
amount to the donor and notify the Commission of such action.
The refund or repayment must be made within 30 days of the
Treasurer’s receipt and should appear on Schedule B of the
appropriate report." The letter from Mr. Gibson went on to say
that



SCHWARTZ, PISANO, SIMOQ,EDELSTEIN & BEN-ASHER

General Counsel

Federal Election Commission
Page-2-

September 6, 1990

[a]lthough the Commission may take further
legal steps, prompt action by you to refund
the prohibited amount will be taken into
consideration.

I1f this information is not received by the
Commission within fifteen (15) days from the
date of this notice, the Commission may
choose to initiate audit or legal enforcement
action.

In a letter dated August 1, 1990, Mr. Babinski wrote to Karen W.
White, Reports Analyst Division, to notify her that on that date,
the candidate had "secured a loan through United Jersey
Bank/Northwest of Randolph, New Jersey, which in turn, was loaned
to the Campaign Committee in order to repay and remedy the loans
from the Edmar Corporation."

The Chandler Committee received Mr. Gibson’s July 19, 1990
letter on July 26, 1990. Thus, the Chandler Committee took the
corrective action required by that letter well within the thirty
(30) days suggested by Mr. Gibson and supplied the requested
information to the FEC within the fifteen (15) day time period

set forth in Mr. Gibson’s letter. The Chandler Committee,
therefore, promptly rectified the situation as requested of it by
the FEC.

Pursuant to 11CFR 14.2(c), "[a] candidate, political committee or
other person is prohibited from knowingly accepting or receiving
any contribution prohibited by this Section." (emphasis supplied)
It is clear both from Mr. Babinski’s letter of August 1, 1990 and
from the prompt action taken by the Chandler Committee to repay
the loans from the Edmar Corporation, that the Chandler Committee
did not "knowingly" accept a prohibited contribution. The loans
were an inadvertent error, originating out of a misunderstanding
as to the nature of the transactions, and, in light of the prompt
action taken by the Chandler Committee to rectify its error, no
further action by the Commission is warranted.

The second allegation in the Complaint involves the loan from
United Jersey Bank to the candidate which was subsequently loaned
to the Chandler Committee to repay the loans from the Edmar
Corporation. As is evidenced from the Complaint, the Complainant
has absolutely no foundation for alleging that this loan violated
any of the provisions of the Act or of the regqulations
implementing the Act.

Under FEC regulations, a Complaint filed with the FEC "should



SCHWARTZ, PISANO, SIMOIQEDELSEIN & BEN-ASHER

General Counsel

Federal Election Commission
Page-3-

September 6, 1990

contain a clear and concise recitation of the facts which
describe a violation of a statute or regulation over which the
Commission has Jjurisdiction." 11CFR 111.4(d)(3). All statements
in the Complaint must be based on either personal knowledge or
upon information and belief, and the latter must be accompanied
by "the source of information which gives rise to the
Complainants belief in the truth of such statements." 11CFR
111.4(c)(d)(2).

With respect to the loan from United Jersey Bank, the Complaint
herein 1is devoid of any facts which describe a violation of a
statute or regulation over which the Commission has jurisdiction.
The Complainant simply relies on an assertion that the Edmar
Corporation, 1in which the candidate has a controlling interest,
had a prior banking relationship with United Jersey Bank/
Northwest. However, the Complainant can site no statute or
regulation which prohibits a candidate from taking a loan from a
bank under these circumstances.

In fact, the Complainant acknowledges in the Complaint that it
"does not have sufficient facts to affirmatively assert that the
loan from United Jersey Bank was not made in the ordinary course
of business or that it otherwise violated the standards
enunciated in the above-cited statutes and regulations." Thus,
the Complainant acknowledges that it cannot meet the
requirements of 11CFR 111.4(d)(3), which requires that it state
facts which describe a violation of a statute or requlation.

Furthermore, the loan from United Jersey Bank will be reported on
the Chandler Committee’s October 15, 1990 Quarterly Report, as
will the disbursements to the Edmar Corporation in repayment of
the loans made by it to the Committee. The October 15th report
is the first report to be filed following the transactions
described herein, and is thus "the appropriate report" to list
these transactions, as required by Mr. Gibson’s July 19th letter.
Therefore, the Chandler Committee will be in conformance with
11CFR 104.3(a)(3)(vii).

The Chandler Committee also certifies that the loan from United
Jersey Bank completely conforms with the requirements of 11CFR
100.7(b)(11) in that it bears the usual and customary interest
rate of the lending institution for the category of the loan
involved, 1is made on a basis which assures repayment, is
evidenced by a written instrument, and is subject to a due date
or amortization schedule, and thus was made in the ordinary
course of business.



SCHWARTZ, PISANO, SIMOl’,EDELSTEIN & BEN-ASHER .

General Counsel

Federal Election Commission
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September 6, 1990

For the reasons set forth above, the Chandler Committee submits
that the Complaint filed by the New )JJersey Republican State
Committee is totally without merit, / and requests that the
Commission take no action thereupon.

Respectfilly submitted,

Stephen 0 .Edelstein
Attorney for the Chandler for
Congress Committee, Inc.

SJE:jb

cc: Jeffrey Michaels, Executive Director
New Jersey Republican State Committee



FEDERAL ELECTION COMMISSION

WASHINGCTON. DT 20400

Septenber 13, 1990

" Marguerite Chandler, Agent
Edmar Corporation

Chimney Rock Road

Bound Brook, NJ 08805

RI': PUR 3119

Dear Ms. Chandler:

The Federal Election Com'istion received a complaint which
alleges that the Edmar Corgor ‘tica méy rave violated the Federal
Election Campaign Act ¢ 1:71 ar amended ("the Act"). A copy
of the complaint is ent.os:d. We have numb2red this matter
MUR 3119. Please refer tc th.s number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that no action should be taken against the Edmar
Corporation in this matter. Please submit any factual or legal
materials which you believe are relevant to the Commission’s
analysis of this matter. Wher2 apprcpriate, statements should
be submitted under oath. Your resporse, which should be
addressed to the General Counsel’s QCiffice, must be submitted
within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action
based on the available information.

This matter will remain confidential in accordance with
2 U.S.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public. 1If you intend to be represented by counsel in this
matter, please advise the Commission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.
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Marguerite Chandler, Agent
Page 2

\ If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter at (202) 376-8200. For
your information, we have attached a brief description of the
Commission’s procedures for handling complaints

Sincerely,

Lawrence M. Noble
General Counscl

-

1
— } i e
L
BY: Lois G. Lerne:

Associate General Covnsel

ZInc . osures

1. Ccaplaint

2. Proceidures - ;
3. Designation of Counsel Statement
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SOSEP 25 PM 2:59
September 24, 1990
!
VIA UPS NEXT DAY AIR -
Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission

999 E Street, N.W.
Washington, D. C. 20463

Re: MUR 2119
Dear Mr. Noble:

I am Vice President and Associate Counsel of UJB Financial Corp., a bank
holding company incorporated in New Jersey. UJB Financial Corp. owns all of
the issued and outstanding stock of United Jersey Bank/Northwest. I am

writing in response to your letter to Doris M. Tarrant, the President, Chief
Executive Officer and Chairman of the Board of United Jersey Bank/Northwest,

dated September 5, 1990, which Ms. Tarrant received on September 10th.

I enclose Ms. Tarrant’'s Affidavit concerning the bank loan to Marguerite
Chandler that is the subject of this matter. I also enclose a copy of the
Promissory Note signed by Marguerite Chandler. My review of this loan
indicates no violation of applicable banking laws or regulations and based con
my review of the enclosed documentation, the Bank’s records with respect to
the locan in question and the applicable regulation at 11 CFR §100.7(11), it
is my opinion that the loan satisfies 11 CFR §100.7(11)'s requirements that
the loan be made in accordance with applicable banking laws and regulations
and be made in the ordinary course of business. Under that regulation, a
loan is deemed to have been made in the ordinary course of business if it
"bears the usual and customary interest rate of the lending institution for
the category of loan involved; is made on a basis which assures repayment; is
evidenced by a written instrument; and is subject to a due date or
amortization schedule.” Compliance with the last two requirements is
evidenced by the enclosed Note. Ms. Tarrant’'s Affidavit confirms compliance
with the other tests of a loan made in the ordinary course of business.

Based on the foregoing and the enclosed materials, I believe that no actiocon
by the Federal Election Commission against United Jersey Bank/Northwest is

warranted in this matter.

Very truly yours,

up ) L

| //Jg-( ’ A
RoSért A. Gunther

Vice President and
Associate Counsel

RAG:jcr
Enclosures

cc: Doris M. Tarrant, President and Chief Executive Officer,
United Jersey Bank/Northwest



AFFIDAVIT OF DORIS M. T

State of New Jersey

County of Morris

Doris M. Tarrant, of full age, being duly sworn according to law, upon
her cath deposes and says:
1. I am President, Chief Executive Officer and Chairman of the Board

of United Jersey Bank/Northwest ("Bank™).

2 On or about July 27, 1990, Marguerite Chandler contacted me to

request a loan of up to §$1,000,000.00. Certain of the proceeds were to repay
a loan which Ms. Chandler had obtained from the Edmar Corporation, of which
she is the principal shareholder. It is my understanding that certain loans
between Ms. Chandler and the Chandler for Congress Committee, Inc. were
required by the Federal Election Commission to be restructured since the
source of the proceeds of such loans were loans from Edmar Corporation to Ms.
Chandler. Approximately $150,000.00, plus interest, of the Bank loan would
be used to pay off prior to maturity an earlier loan from the Bank to Ms.
Chandler individually. The balance of the Bank loan proceeds would be
available to be re-loaned or contributed by Ms. Chandler to the Chandler for
Congress Committee, Inc. The lcan was approved by telephone poll of the

Executive Committee of the Bank on August 1, 1990 and funded on that date

(=}
(%4

following execution of the Promissory Note (Grid Note) by Ms. Chandler.
is customary, and in accordance with the Bank’'s loan policy, for large loans
requiring approval prior to the next regularly scheduled Directors Loan
Committee meeting to be approved in this manner. As of this date, advances
totalling $657,7

76.00 have been made under the August 1, 1990 loan to Ms.

Chandler.



. Marguerite Chandler, individually, has been a customer of the Bank
since December, 1987. On December 29, 1987, Marguerite Chandler borrowed
$400,000.00 on an unsecured basis for a loan which was to mature on January
30, 1988. The loan was paid in full on January 5, 1988. On December 27,
1989, Marguerite Chandler borrowed $150,000.00 on an unsecured basis. The
maturity for that loan was December 27, 1990. That loan was paid in full on
August 1, 1990, with certain of the proceeds of the August 1, 1990 loan.

4. Edmar Corporation, the corporation of which Ms. Chandler is the

principal shareholder, has been a corporate customer of the Bank since

December, 1988. As of this date, the Bank has several loans in effect to

Edmar Corporation, all of which are current.

5. The August 1, 1990 Note provides for a maturity date of January 31,
1991 and an interest rate at the Floating Base Rate of United Jersey
Bank/Northwest. Interest only is payable monthly, with the principal balance
due upon the January 31, 1991 maturity of the loan. This interest rate is
the Bank's standard interest rate for large, unsecured personal loans. In
accordance with the Bank’'s usual lending practice for large, short-term
personal loans, the loan would, at the time of maturity, be (a) paid in full,
(b) reolled over for the same period (six months), (c) partially paid off,
with the balance converted into a term loan of a duration set by the Bank or
(d) converted in the entirety to a term loan for a duration set by the Bank.

6. The loan was underwritten as an unsecured loan, however Ms.
Chandler pledged 900 shares cof stock in Edmar Corporation owned by her
individually (that is, not jointly owned with someone else).

7. Based on the excellent payment history cof locans taken out by
Marguerite Chandler from the Bank on an individual, unsecured basis, the
Bank's review of the personal financial statements delivered to the Bank by

Ms. Chandler, Ms. Chandler’s ability to generate income from distributions to



shareholders by the Edmar Corporation as a privately owned corporation and
the collateral received, the loan was made on a basis which, from the Bank's
standpoint as a lender, assures repayment under the Bank‘s normal

underwriting standards.

Y e o T

Doris M. Tarrant

Subscribed and

me this 21

. .
N\ L

Notary Public

W
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STA‘!L!IT OF DESIGNATIOM OF

MUR 3119

NAME OF COUNSEL: _Robert A, Gunther
Vice President & Associate Counsel

ADDRESS: UJB Finpancial
P.O. Box 2066, 301 Carnegie Center ..
e =
Princeton, N. J. 08540 :: =
re
'-U -
TELEPHONE: £09-987-3437 =
-0 =
= -
The above-named individual is hereby designated as my o X
- 0
counsel and is authorized to receive any notifications and othe®g

C

communications from the Commissicn and to act on my behalf before

-

the Commission.

Date Signature
Doris M. Tarrant, Pres

United Jersey Bank/Nc

RESPONDENT'S NAME: Doris M. Tarrant, Presidcnt

S
ted Jersey Bank/Northwest

Uni
ADDRESS: 715 Route 10

Randolph, N. J. 07869
HOME PHONE: __ XXXX

BUSINESS PHONE: 201-328-2450/2451
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SCHWARTZ, PISANO, SIMON, EDELSTEIN & BEN-ASHER
an SEP 26 AM 3Ll

(A PARTNERSHIP INCLUDING A PROFESSIONAL CORPORATION)
COUNSELLORS AT LAW
PRESIDENTIAL CENTER
SUITE 300

293 EISENHOWER PARKWAY NUTLEY OFFICE
398 FRANKLIN AVE

NUTLEY,. NJ. 07110

LAWRENCE § SCHWARTZ
JOEL A. PISANO LIVINGSTON, NEW JERSEY 07039
STEPHEN | EDELSTEIN )

NATHANYA G. SIMON® (201) 740-1600 (201) 7614444
DAVID H. BEN.ASHER (201) 233.5090
ROBERT C GRIFFIN

MICHAEL §. RUBIN NEW YORK OFFICE
BRENDA STRASHUN® 200 WILLIS AVENUE
MIGUEL A MAZA MINEOLA, NEW YORK 11301
GEORGE B McPHILLIPS** (616) 7478200

NICHOLAS CE1SO. Ep.D
-”_,"' ‘:\i_ REPLY TO LIVINGSTON
*MEMBER OF N] AND NY BARS TELECOPIER (201) T40-0891

*oMEMBER OF NY BAR ONLY September 24 .

BY FAX & REGULAR MAIL

General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

LL'FE

Re: 1In the Matter of Chandler for
Congress, Inc.
MUR 3119

S0:21Hd 92 43505

NOIS Sy

Dear Sir/Madam:

Enclosed please find a copy of the Chandler for Congress
Committee’s response to the Complaint filed in the above
captioned matter. This response was originally filed with your
office on September 7, 1990. The Chandler Committee had
received, by Fax, a copy of the Complaint on August 23, 1990. To
comply with the 15 day Rule of the FEC, the Chandler Committee
felt it was prudent to file an Answer within that time frame

following its initial receipt of the Complaint.

On September 8, 1990, the FEC formally served the Chandler
Committee with a copy of the Complaint by way of a letter from
Lois G. Lerner, Associate General Counsel. The Chandler
Committee is, therefore, resubmitting its response within 15 days

of its formal receipt of the Complaint.

Attached to the Complaint are documents referenced in the
Chandler Committee’s response which were inadvertently omitted
from its prior submission. The Chandler Committee has also
enclosed an executed Statement of Designation of Counsel,
designating the law firm of Schwartz, Pisano, Simon and

Edelstein, Stephen J. Edelstein, Esqg., as counsel.

The Chandler Committee also wishes to inform the FEC that two
additional loans were received by the Committee from the Edmar



SCHWARTZ, PISANO, SIMOR EDELSTEIN & BEN-ASHER

General Counsel
Page-2-
September 24, 1990

Corporation subsequent to the July 15th reporting period but
prior toc any notice from the FEC that such loans constituted a
possible violation. Both loans were in the amount of $25,000.00,
and both loans were repaid as part of the same transaction with
United Jersey Bank described in the Committee’s response. These
transactions will be duly reported in the Committee’s October
15th report.

I am at your disposal to respond to any inquiries you may have,
in an effort to resolve this matter as expeditiously as possible.

Thank you for your cooperation. —K /

\Very tJuly yours,

\\7‘\__/—"—"‘ —
STEPHEN J.“EDELSTEIN
SJE: jb
cc: Jeffrey Michaels, Executive
Director New Jersey Republican
Committee




STA&K“ OF DESIGNATION OF COU&L

1119

MUR

NAME OP COUNSEL: stephen J. Edelstein

ADDRESS : 293 Fisenhower Parkwav

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

[

communications from the Commission and to act on my behalf before

s the Commission.
. _ :
/';f'-._:'iL .‘/'f.(;- oA
Date Signature
RESPONDENT'S NAME: Chandler for Conaress, T
ADDRESS: P.0. Box 898
HOME PHONE:

BUSINESS PHONE: 11)302~




FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 20483 RO-3

July 18, ‘1990

Rayrmond Babinski, Treasurer
Chandler for Cogress Inc.
P.O. Bex 898
Somerville, NJ 088

-
t

Tdentification Number: C€00240432
Reference: 12 Day Pre-Primary Report (4/1/90-5/16/60)

Dear Mr. Babinski:

On June 25, 1990, you were notified that a review of the
above-referenced report{(s)} raised questions as te specific
contributions and/cr expenditures, and the reporting of certain
information required by the Federal Election Campaign Act.

Your July 12, 1990 response 1is incomplete because you have
not provided all the reguested information. For this response to
be considered adequate, the following information is still
required,

-Your response indicates that "Loans from the candidate
were derived from borrowings by the candidate from Edmar
corporation...”. Please be advised that in such an
instance, the candidate is considered to be acting as an
agent of the committee, and such a locan is considered to
be made from the corporaticn to the committee. Alse,
please be advised that a lcan is considered to be a
contribution as long as it has an outstanding balance;
thus, your committee has apparently received a corporate
contribution. A contribution or loan from a corporation
unless made by & separate

is prohibited by the Act,

segregated fund established by the corporation. (2
U.S8.C., §441b{a) and 11 CFR §10.3(b) ) 1f the loan yc
received is from a corporation, you should refund or
repay the £full amount to the donor and notify the
Commission of such action, The refund or repayment must
be made within thirty days of the treasurer’s receipt
and should appear on Schedule B of the appropriate
report.

Although the Commissicn may take further legal steps,
prompt action by you toc refund the prohibited amount
will be taken into consideration.
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GROSS & NOVAK, ra

ATTORNEYS AT LAW

EDwamD GROSS
ImA S NOVAK

Jay SAMUELS

COLONIAL OAKS OFFICE PARK

NOLA R BENCZES

DENISE L SANDERS

BRIER HILL PMLIILDING C

TIMOTHY O NEILLS P.O BOX 108

EAST BRUNSWICK N J 08816

t201) 2544200

TELECOMERY

(201) 254 42%6

201 238 06847

October

Lawrence M. Noble, Esq.
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: In the Matter of
Chandler for Congress, Inc.
MUR #3119

€ Hd 92 13006

8h
145Ni1l

NOISSIWIWO K117 ]

Dear Mr. Noble:

The New Jersey Republican State Committee (hereinafter
"Republican State Committee"), the Complainant in the above-
referenced matter submits this letter as a supplement to its
Complaint of August 23, 1990, and respectfully requests its
consideration by the Federal Election Commission in investigating
this matter.

The initial Complaint requested an audit and investi-
gation of the Chandler for Congress Committee relative to the
candidate, Marguerite Chandler, accepting illegal corporate loans
to her campaign for Congress in the 12th District. The Complaint
further asked the Federal Election Commission to investigate the
loan or loans Ms. Chandler received from United Jersey
Bank/Northwest to repay the funds illegally obtained from Edmar
Corporation and to review the 1line of credit Ms. Chandler
negotiated with United Jersey Bank/Northwest.

The Republican State Committee has recently reviewed
the October 12, 1990 report filed by Chandler for Congress, Inc.,
with the Federal Election Commission for the period covering July
1, 1990, through September 30, 1990, and a supplemental report
filed by the Chandler Committee for the same period. (Copies
attached hereto.) The initial report lists nine (9) separate
loans from United Jersey Bank/Northwest to Chandler for Congress,
Inc. The loans range in amount from $25,000 to $420,150, all but
two of which are at rates below B8.0%. The other two loans are
each at 10.0% All but one loan (for $150,000) are secured and
guaranteed. The supplemental report alleges that an error was
made in the calculation of the interest on the loans as initially

A
IvHiI034

14
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Page #2
October 24, 1990

reported and now shows all loans from United Jersey
Bank/Northwest to the Chandler Committee as being at the rate of
10.0%.

The 1loans as initially reported by the Chandler
Committee do not, on their face, indicate with certainty whether
they were made in the ordinary course of business at competitive
rates, However, the interest rates stated in that report are
sufficiently below market rates to warrant further investigation
by the Federal Election Commission to determine whether these are
loans that comply with Federal Election Commisison regulations,
specifically 11 CFR §100.7(b) (11). The supplemental report
asserting that all United Jersey Bank/Northwest loans were
actually made at the higher 10.0% rate does not negate the need
for an investigation but, in fact, adds more uncertainty as to
the exact terms and conditions under which the loans were made.

Based on the foregoing, the Republican State Committee
requests that the Federal Election Commission investigate the
loans made by United Jersey Bank/Northwest to Chandler for
Congress, Inc., and, if said loans are found to be in violation
of law, that the appropriate penalties be assessed.

Respectfully yours,

- /

EDWARD GROSS

Attorney for

New Jersey Republican
State Committee

EG/cb
encl.
cc: Stephen J. Edelstein,

i
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CHREDULE C . Page S S
Revised 3/80) . LOANS LINE NUMBL2 19
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f:l:ﬂ:’.l:ll‘l"‘ ==
fame of Committee (in full) Chandler for Congress, Inc
P e e e e e e L e L e
Full Name, Mailing Address Original Cumulative Balance
and ZI1P Code of Loan Source Amount Payment to outstanding at
dmar Corporaticen cf Loan Date Close of Peric
.0. Box 149 $ 30,000.0C 35 50,000.C00 $§ 9.00
cund Brook , NJ CBBCs-
LECTION: ([PIPRIMARY [ |GENERAL ([ )OTHER (SPECIFY):
acurred 04/23/90 Jue Tnterest Rate 35 .30% r Sevived
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Full Name, Address and ZIP Code Name of Employer
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merville . NJ 08876~ Amcunt Guaranteed Cutstanding $ 8. 00
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Wie e @ @ & 2 ea
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e e T L B e R L T T E T e e v P R—— asgxx
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Qutstanding a®

Close of Peried

Cumulative
Payment to
Date
50,000.C

Original

Amocun?t

of Loan
50,0C0.0C §

, - Amount Guaranteed Cutstanding $S 0.00
Full Name, Address and ZIP Ccde Name of Employer
Occupaticon
: - Arnount Guaranteed.Qutstanding § 0.00
F T Tttt it s -t - b R b L 3 T A A T T TP LT LT
JBTOTALS This Period This Page (optional)......cccvvvvunianes$ Q.00

ITALS This Pericd (last page

in this line only)..ccovnaeneas$



e
TNEOQULE C
tevised 13/80)
'L F 5 szSaEmE==3aS
yme of Committee
:.‘-:a::l’..lﬂ= i==
f Name, Ma!l
and ZIP Code ©
Corpcraticen
Box 149
ind Brook

- -

NJ

| PRIMARY

%11 Y}

Page

Inc.

2!!.82..‘!2'—"8!2

(in full): Chandler
ling Address

f Loan Source

for Congress,

Cumulative
Payment to
Date
s 10,000.00 §

08805~

(X ]GENERAL

-
2

-
»
i

-

o b=

®

o (LW v0

b B VTIPS

Full Z2IP Co e of Employer
Cccupation
' - Amcunt Guaranteed Outstanding $§
T It trit ittt -1+t -t st bttt F - -t - - f TR
JBTOTALS This Periocd This Page (opticnal)......... - s o
JTALS This Periocd (last page in this lire only)......... :.'s

Balance
Outstanding a
Close of Pe

8 of
LINE NUMRER

0.
0.

‘
-

O N O

Ol o



*MEDULE C Page T i
levised 3/80) LOANS LINE NUMEX .
isasuasass-==39R =SEEsa=sz=s====
\me of Committee | full): Chandler
!z:!l.:...'i’:::‘.==== =F=E==

Full Name, Mailing Address Original -

and 2IP Code of Lcan Scurce Amount imant cutstanding at
'mar Corporaticn of Lecan Close of Peried

Box 149 S 42,000.0C 5 S
, NJ Q088CSs~-
[X]GENERAL

Guarantors

Occupaticn

, - Amount Guaranteed Qutstanding $ 0.00
::::::Bz:::::ﬂ::::::::::====:=========:==‘==:==='.':::'—‘-‘::l:‘;::::===n=:l.====‘=;
BIOTALS This Periocd This Page (opticnal).......... srsancessd 0.0¢C
TALS This Pericd (last page in this line only).............8 -



SMEDULE C
levisad 3/80)

====88.’-=:’-"=II;
ame of Committee (in

Mame. Mailing Address Cumulative
ZIP Code of Loan Source Amount Payment to gutstanding at
rite Chandler of Loan Cate Close of Period
Terrace 3,777.08 $§
NJ 0B876~-
(P )PRIMARY

- Amount Guaranteed Cutstanding § 0.C0

Pull Name, Address and ZIP Cede Name of Employer

Cccupation

' - Amount Guaranteed Cutstanding § 0.00
EasSESoEESaXEESaISTESTaSsSI==Ss==T R T S S T T S S S S T S ST X IEECSZEERSCESSSCoEEIIATE=D
BTOTALS This Period This Page (optioconal)........ iE W s Tl 3,777.28
TALS This Period (last page in this line cnly)..... v000...9
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1]
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utstanding at

of Period
UOVE'-L.ESsEF Rd.

NI . 07869~
(P ]PRIMARY

R Naol B ;Iﬂ

]
(5

o 3

(9
ey

E
a
d

o N+

*1

(Y

, - Amount Guaranteed Cutstanding $ 0.00
Full Name, Address and ZIP Code Name of Eaployer
Occupaticn
. - mcunt Guaranteed Cutstanding $ 0.00
T T ES PP TR 3 E 2 a2t F 22t P it R R 2 P Rt F E R F PR F P T T e e T |
JBTOTALS This Period This Page (optional).......... i 0% i el 0.00
3TALS This Pericd (last page in this line onl

Yisesnwinsaos sl
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Page 10 ut
LINE NUMBEX

~ 0 ' |‘l e n <
= = TR
e n O

SESzsca=as3aT==z==
Balance
Outstanding a:

azme, Malling Address Original Cumulative
Z1P Code of Loan Source Amount Payment to
Jersey Bank NW of Loan: Date Close of Pericd
CTover-Chester R4d. S . Q. s 420,1%0.5}

, NI 07865~

JPRIMARY [(X])GENERAL

0O
30 O

Cccupation

' Amount Guaranteed Outstanding § Q.00

—SESEE=EEEEsSEE====

BTOTALS This Period This Page (optiocnal)......... 5 78 -3 420,180.6:
TALS This Periocd (last page in this lineonly).....ocvvv...8



CMECULE ¢ kA
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Revised 1/80) . LCANS . LINE RUlu. iR

::z:tus:;::::.ﬂ::ﬁlﬂ::::zza-—

ame of Committee (in full):
SEZ=TSTIETE=ESE
Full Name, Mailing Address Original Cumulative B8alance
and ZIP Code of Lnan Source Amount Payment to Qutstanding at
nited Jersey Bank NW of Loan Date Close of Pericd
10 Dover-Chester Rd. S 2%,00C .00 : S 2s ooc‘gﬁ
, NJ 07869~ ' o
JPRIMARY ([X)GENERAL

o
e

-

N
Selfl~
C

Qc

" o

[ I L |
WL mo
b I VI

v

] - Amount Guaranteed Cutstandin e
::.:zn::::::::1::::'_‘:!====:==:======t==:::~::==::::====:==:::=:=S=f===::-====S;::
JBTOTALS This Pericd This Page (optional).....cvieevncssevsa8 25%,000.00
JTALS This Pericd (last page in this line only).......v.ve..8 ' .



MECULE C
evised 3/8Q)

T ST TaT|W”INZS

me of Commli

Page 12 of
LINE NUMECINK

L+ L &+ F F F b
Full Name, ] ing Address Original
and 21P Code of Loan Sourc Amount
ited Jersey Bank NW of Loan
ute 10 Dover-Chester Rd. s
ndolph . NI 07869~
ECTION: [ ]PRIMARY (X )GENERAL

T¥EEZZsz==SSa=zz

Balance
Payment ¢t utstanding at
Cate

st All Enderser

1] Name, Address and ZIFP Code

nding § 0.0C
TS Im T S I mCS S ST ESESaSZS=STE=SS=acss= ~+ 3 ¢+ >+ 3 >+ & - FF F £ FFF B F
TOTALS This Pericd This Page (optional)...... ... iivivvsee.8 2%,000.00C
*ALS This Periced (last page in this line only)

chessonunenead



HEDULE C Page 12 of
evised 3/80) LINE NUHLIDER
TSI SSEAZI=ERITT -
me of Committee : Chandler for Congress,

ST S T SEEEEESE=SR=SETISEZ=E=S=S===

Full Name, Mailing Address Cumulative Balance
and Z:iP Code of Loan Source m Payment to utstanding a-
ited Jersey Bank NW Date lose of Peric
ute 10 Dover-Chester Rd. :
ndolph . NJ 07869~

{ JPRIMARY

~
13
=
at
Ca
an

-

' ~- Amount Guaranteed Outstanding § 0.00C
===B‘l==-=2::::#:3:::2:::::::E::::Ez"—":::::=======-‘==2====-I2==‘:==:='_'::==-t='=;
S8TOTALS This Period This Page (opticmal)....... 5 5 3 2% 500.00

"8 & 8 8 a8y = .

FALS This Pericd (last page in this line ONlY) . it ienerreee.8
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United Jersey Bank
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CMEDQULE C Page. 1% o)
?EU:SEd 3/ 80) LINE NUMEITT
=rESRaa=zsa
ame of Committee (in full
== 1:-32.‘:3::!!::::::::::-*
Full Name, Malling Address Cumulative
and ZIP Code of Lcan Scurce Amcunt Payment to
ited Jersey Bank NwW of Loan: Date
0 Dover-Chester Rd. S 26,705, G
NJ 078689~

'

( JPRIMARY [X)GENERAL

09/11

Endcrsers

@ ma

n £
30

(O
(1]
PO »

n

; - Amount Guaranteed Qutstanding $§ 0.00
-=Bﬂ:llﬂz8z=!=:======ll:=======:=z=z::====:===: t 44+t 3+ -4 F 34+ 3 5 3 F T 3 FF FEE
UBTOTALS This Period This Page (optional)......ciivevvvnneas$ 26,705%.00
OTALS This Pericd (last page in this line only)..viveravees ¥



IMEDULE C 18 of
:E\v'ised 3;"80, LCANS 3 NUMRER

.2====!=======IF==I====:’I=_ oy

ime of Committee (in full): Chandler

Full Name, Maliling Address Original Cumulative Balance
and Z2IP Code of Lman Saurce Amount Payment to Qutstanding at

yited Jersey Bank NW of Lean Date Close of Period
sute 10 Dover-Chester Rd. S $3,571.00 X s $3.871.00
andolph , NJ 07869~

)PRIMARY [X]GENERAL

Full Name, Address and ZIP Ccde Name of Employer

- Amount Guaranteed Outstanding $ 0.C¢C
E S E S E S S S ST S I T T S T T T I S T S e S TSN E S ST ST eSS S TS S SSSorToaEagEann
UBTOTALS This Period This Page (eptional)......... ... 8 $3,571.00
TALS This Pericd (last page in this line only) ... icevev-es$
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::z:::a:li:::::::::=====::=.
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ax:li-iil'll====!=======::l:::l.:n.::;
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and ZI!P Code of Loan Source Amount Payment to
jted Jersey Bank. NW cf Loan Bate

;te 10 Dover Chester Rd. S

:‘“‘ION ( ]PRIMARY (X]GENERAL [ ]JOTHER (SPECIFY

-urred 09/20/9C

-
-
L%
')
-
-
-
~

e
e

<0

o
&
-

. W
2 0 :

w Q
g @

guerite Chandler
sisa Terrace

1]

Balance

Outstanding at
Close of Period

94,204.00 § 2.00

94,204 .00

, - Amount Guaranteed Outstanding $ Q.00
— 3+ it it ittt i it A 2 S s 1 R P -t F AL TR T PR )
JTOTALS This Periced This Page (opticnal)...... efavunsenwnaiy 94,204.00
‘ALS This Period (last page in this line only).----------.-s 739,407,653
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MargueriteChandler

F O R C O N G R E S s

October 23,

v‘-rs of the Eouse of Representatives
Office of Records and Registration
1036 Longworth House Office Eﬁxxd‘.
washington, D.C. 20510-7116

Gentlenmen:

Please be advised that the report cited above contained an
inadvertent error in the calculation of interest on loans from the
United Jersey Bank Northwest ("UJB/NW") as reflected in Schedule
C, pages 11 of 17 through 17 of 17. As shown in the statement of
interest, which accompanies this letter, the loan instrument calls
for an annual percentage ‘nterest rate of 10%.

FEC regulations require bank loans made through the candidate to
the Campaign Committee to be shown as transactions directly between
the bank and the Committee. However, under the terms of the UJB/NW
¢oa“, interest due is in fact paid by the Candidate with the
Committee reimbursing the Candidate for the amount paid. As a
result ¢f this miscalculation in the interest rate, the Committee
paid the Candidate $14,132.16 as reimbursement for her interest
paynents (as shown con page 21 of 40 in Schedule B as disbursements
to UJB/NW), instead of Slq, §7.03 which was the actual amount paid
by the Candidate. The difference of §464.77 was disbursed to the
andidate today, October 23, 1350, and will appear as a
disbursement to UJB/NW in the Comnittee's next filing with the FEC.

PO Box R9R e Somerville. New Jersey 08876 o (2011 302-0990 o Fyx (201) 302-068|




We hope this information clarifies the transaction between UJB/NW

and the Committee and we apologize for any inconvenience created
by this submission.

Very truly yours
P /7

//W L "-/U—-ﬂ/:‘a(»’(’-—t-—-
Rayfiond Babinski, Treasurer
Chandler for Congress, Inc.
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CUSIONLE NUMBLR: . MARGUERITE CHANDLER P.os
BILL DATE: 4 OFFICE: Wobve oo
OBLIGATION CFFECTIVE DATES PRINCIPAL INTERE AMIUNT CNARGE
NUMBER FROM THROUG N BALANCE RATE put TYPE-CD
ADUST :
88-31-90 | 09-93-98 511,500,089 | 18.80 - o4 444
99-04-90 | 99-10-9¢ 577.530.00 | 19.08 1,122.9 INT ~1e8
09-11-90 | 8%-1i-9¢ e04,205.00 | 19.00 167,84 INT -108
89-12-90 09-29-99 457.,770.08 18.00 3,288, 88 INT -108
10TaL 5,266.02

TO AVOID ADDITIOMAL CHARCES PAYRINT MUST BE MADE BY DUE DATE 89-%59-9¢

PLEASE WOTE THAT ™CURRENT INTEREST DUE™ RAS BEEN PROECTED FROm 09-18-%0 THROUGH 49-29-%
CURREN™ PRINCIPAL DUE: .00
A3 DUE PRINCIPAL : f.04
CURKENT INTEREST DuE $5,268.82
PAST DUE INTEKEST: .00 FAYMENT DUE DATE: 99-319-93
CURKENT FEE DUE: s .00
PAST DUE FEE: .88 TOTAL PAYRENT DU : $5,266,.02
UWITED JERSEY BAMK WORTHWEST P.0. BOX 2% BOVER. R.J. 7801

- ———

PRINCIPAL TRANSACTIONS OCCURRING AFTER THE éILL DATE WILL BE REFLECTED IN THE NEXT BiLL.




F.asé

SLNEUULE U Page 11 of 17
{Reyised 3/80) ® LOANS w LINE NUMBER 10

.,,3;-;.-.-3...‘..:3:-‘:......!::::==:=l===::=::===::sa::l----’-un=lﬂﬂl----.---,’
Name of Committee (in full): Chandler for Congress, Inc.
L B L L bl il bl e e e P T T T i T R LS T T ST
A. Full Name, Mailing Address Original Cumulative Balance

and ZIP Code of Loan Source Amount Payment to outstanding at
United Jersey Bank NW of Loan: Date Close of Period
Route 10 Dover-Chester Rd. $ 25,000.00 § 0.00 § 25%,000.00
Randolph ., NJ 07869~

LECTION: [ ]JPRIMARY [X]GENERAL [ ]JOTHER (SPECIFY):

- - -

Incurred 08/07/90 Due 01/31/581 Interest Rate 10.00% tXJ Secured

Full Name, Address and ZIP Code Name of Employer
Selft-Employed
Marguerite Chandler Occupation
€ Lisa Terrace Candidate
Somerville ».NJ 08a76- Amount Cuaranteed Outstanding § 2%,000.00

2. Full Name, Address and ZIP Code Name of Employer
Occupation
. - Amount Cuaranteed Outstanding $ 0.00

S —— - — - —— - ———

3. Full Name, Address and ZIP Code Nane of Employer

Occupation
. - ount Guaranteed Outstanding $ 0.00
SEEEEREEECEECERNCESE=EECSESTS=== Ittt 2 it 2+ 4 F 3+ ¥ E S F 3+ 4-F 2 T3+ IS 3+ 3 F F 3 T 7 FFT
SUBTOTALS This Period This Page (optional).....c.cviennnnnnss 1 28%,000.00
TOTALS This Period (last page in this line only)......... REpIpL.



SCHEDULE C F.aT

L A an 2w

(Revised 3/80) @ LOANS i LINE NUMBE
EEEE S SEEE TR IR I NN S S E TS SENE I TN I EE S S R RN E TS r RN ANNSEES S wESs
Name of Committee (in full): Chandler for Congress, Inc,
EREraEEE TS . E ST T A NE NS E A ST T AT T SR CREE NN E XSS ST OaTCdEaARmCcCEEEIS=C
A. Full Name, Mailing Address Original Cumulative Balance

and ZIP Code of Loan Source Amount Payment to Outstandin
United Jersey Bank NW of Loan: Date Close of P
Route 10 Dover-Chester Rd. $ 25,000.00 S 0.00 8§ 25,0
Randolph ., NJ 07869~
ELECTION: [ )JPRIMARY (X)GENERAL [ ]OTHER (SPECIFY):

-

Incurred 08/17/90 Due 01/31/91 Interest Rate 10.00%

et et e o A ————

List All Endorsers or Guarantors

Full Name, Address and ZIP Code Name of Employer
Self-Employed
Marguerite Chandler Occupation
6 Lisa Terrace Candlidate
Somerville , NJ oB876-~ Amount Guaranteed Cutstanding §

Full Name, Address and ZIP Code Name of Emplover

Occupation

Amount Guaranteed Outstanding §

- T —— -

Pull Name, Address and ZIP Code Name of Enployer
Cccupation

" - Amount Guaranteed Outstanding $
t 1 1 33 1 $ 2 3t F 344+ 1 1 3+ F 3+ F L 2 44 F 2 >t 1 S+ 33§ F F
SUBTOTALS This Period This Page (optlional)...
TOTALS This Period (last page in this line only)..




P.a
A iy B Page 13 of 17
IRevieed 3780) & LOANS e, LINE NUMBER 10

-'Gt.----ﬂ---r_IIS:lE:l'- II.::I’:-.lf=I8ﬂ8===ltl==.!II---I'-----‘-------'.-.-
Name of Committee (in full): Chandler for Congress, Inc.
ECCSESECRNIEE S E AN E TR RN AR SN Y N T I LR I IO E RN N IR AN AN RN AN EE RN
A. Full Name, Mailing Address Original Cumulative Balance

and ZIP Code of Loan Source Amount Payment to Outstanding at

United Jersey Bank NW of Loan: Date Close of Period
Route 10 Dover-Chester Rd. $ 2%,000.00 § 0.00 § 2%,000.00

Randolph ., NJ 07865~
BLECTION: [ )PRIMARY (X]GENERAL [ JOTHER (SPECIFY):

S e e

Due 01/31/91 Interest Rate 10.007% [X]) Secured

1. Pull Name, Address and ZIP Code Name of Employer
Self-Employed

Marguerite Chandler Occupation
& Lisa Terrace Candidate
Scmerville ., NJ 0B876~- Amount Guaranteed Qutstanding § 2%,00C.00

——

2. Pull Name, Address and ZIP Code Name of Employer
Occupation

- Amount Guarantesd Cutstanding § 6.00

—— - ] ——— -

3. Full Name, Address and ZIP Code Name of Emplover

Occupation

, - Amount Guaranteed Outstanding $ ¢.00
----ISII‘HI-I-ESC============ ST TN S TS ST EEEE R ES RSOSSN EEENRC==ECaN
SUBTOTALS This Period This Page (optional).......... suisam nivd Wl 25,000.00

TOTALS This Period (last page in this line only).....eov.u .



a Page 14 of 17
3/80) LOMNS LINE NUMBER 10
i‘lB#S‘.l.."llllﬂ"ﬂzl".’a:ﬁ':”g35:3:SEIIB-:‘Eﬂ'l‘:.‘."’--lllﬂl'-

‘ommittee (in full): Chandler for Congress, Inc.

s RENES RN R NN N T IS SN NS E R S TR S AN NN A NI LS YRS SE S AN EEREE R

ame, Mailing Address Original Cumulative Balance

> Code of Loan Source Amount Payment to Outstanding at

‘sey Bank NW of Loan: Date Close of Period

lover-Chester Rd. S 66,000.00 § 0.00 § 66,000.00
, NJ 07869~

{ JPRIMARY [X)GENERAL [ ]JOTHER (SPECIFY):

PR LT e e L T R ——

3/04/50 Due 01/31/91 Interest Rate 10.00% [X] Secured

e o T . L b

dorsers or Guaranters (if any) to Ite=m A

B S e e o R ——

=, Address and ZIP Code Nare of Employer
Self-Employed

‘handler Occupation
ce Candidate
, NJ 08876~ Amount Guaranteed Outstanding $ 66,000.00

Bl e e e e A ———

Address and Z2IP Code Name of Employer
Occupation
p - Amocunt Guaranteed Outstanding § ©.00

S S e e e

Address and ZIP Code Nane of Employer

Occupation
- Amount Guaranteed Outstanding $ 0.00
AR E R R A S IR e S SN T RO I s N E S r O T E AR ET N
Periocd This Page (optional).............. RPRPT. 66,000.00

icd (last page in this line only)........... ool
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SCHEDULE C . . Page 1% of 17
({Revised 3/80) LOANS LINE NUMBER 10

(T E 1T F £ 3 T T T TT 13334 1 830 B R B b b R B A 2 B A A Rt Rl it i i i R T R Y

Name of Committee (in full): Chandler for Congress, Inc.
ER S ES e RN EEEE AN I NE R T I TS S T R I T I AN I T AN A A EC AN IS EEEONEST S
A. Full Name, Mailing Address Original Cumulative Balance

and Z!P Code of Loan Source Amount Payment to Qutstanding at
United Jersey Bank NW of Loan: Date Close of Period
Route 10 Dover-Chester Rd. H 26,705.00 § 0.00 § 26,705.00
Randolph . NJ 07869~

ELECTION: [ )JPRIMARY [X]GENERAL [ )JOTHER (SPECIFY):

.ist All Endorsers or Guarantors

Full Name, Address and ZIP Code Name of Employer
Self-Employed
Marguerite Chandler Occupatiocon
6 Lisa Terrace Candidate
Soxerville J 08876= Amount Guaranteed Outstanding $ 26,705.00

2. Full Name, Address and ZIP Code Name of Employer
Occupation
- Amount Guaranteed Outstanding § 0.00

3. Full Name, Address and ZIP Code Name of Employer

Occupation

- Amount Guaranteed Outstanding $§ 0.00
EEEECEEEEE RN SN E D ST S e S ST T S ST EEREE TS S SRR NS SO EEENER
SUBTOTALS This Period This FPage (optional)......¢coivvvnennnas s 26,705,000

TOTALS This Period (last page in this line only).....counuuue 8
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Mt . Page 16 of 17
sised 3/80) .LOANS LINE NUMBER 10

TSIttt PR i B 2 B b e b e e P i e T P S L T e T

» of Committee (in full): Chandler for Congress, Inc.

l‘l'.l'--------.---BIIRIBIII‘-l“.tl?-‘l—lﬁtl:::l::!33:.":8IBE’l::'z“.:::"...'.tl.

'ull Name, Mailing Address Original Cumulative

Balance
nd ZIP Code of Lnan Source Amount Payment to Outstanding at
ed Jersey Bank NW of Loan: Date Close of Perjod
e 10 Dover-Chester R4. s 53,5%71.00 ¢ 0.00 § 53.571.00
olph , NJ 07869~

TION: [ JPRIMARY ([X]GENERAL [ ]JOTHER (SPECIFY):

- S S e T e S e e e e e e e

rred 09/12/90 Due 01/31/91 Interest Rate 10.00% {X]) Secured

e e e et e g ——

All BEndorsers cor Guarantors (if any) to Item A

P ————— e e e e S ——

111 Name, Address and ZIP Code Name cf Enmployer
Self-Empleoyed

erite Chandler Occupatioen
a Terrace Candidate
ville , NJ 08876~ Amount Guaranteed Outstanding $ 53,571.00

- W R e b

11 Name, Address and ZIP Code Name of Employer

Occupation

- Amount Guaranteed Outstanding § 0.00

B e e e et e e el o S ——

1 Name, Address and ZIP Code Name of Employer

Occupation
" - Amount Guaranteed Outstanding § 0.00
2 1113 31313t t 1332t 1+ i1+ 1 2 i+ A4 2t 293 2 2 3 4 34 S+ 23 4 F 3 E 1 3 -3 F F-F £ F T 5-F 5 F 21
ALS This Periocd This Page (optional)........c..vcuuu, P 53,571.00

This Period (last page in this line only)....... svigs vl
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(Revised 3/80) , LOANS _. LINE NUMBER 10
)

FACEERESIEEESESSREEIZCSTITCSER SRS ECECACEEEEEEREE=EEERS = ====l=-a.-u=.--.-==-=g

Name of Committee (in ful
R EEUAEEEE I E S EEIEI T EE I NN S S E N CrSEE S SIS TS ECCE N AR CEEEESEOC U sEMymEc==xES
A. Full Name, Mailing Address Original Cumulative Balance

and ZIP Code of Loan Source Amount Payment to Outstanding at
Unjted Jersey Bank, NwW ot Loan: Date Close of Period
Route 10 Dover Chester Rd. S 94,204.00 § 0.00 ¢ 94,204.00

Randolph , NJ 07869~
!L!CTION { JPRIMARY [X)GENERAL [ JOTHER (SPECIFY):

Chandler for Congress, Inc.

Full Name, Address and ZIP Code Name of Employer
Self-Employed
Marguerite Chandler Occupation

8 Lisa Terrace Candidate
Somerville NJ oB876- Amount Guaranteed Outstanding § 94,204.00

Full Name, Address and ZIP Code Name of Employer

Occupation

- Amount Guaranteed Outstanding $ 0.00

- - - [
- B W W e - - - - - - - -

3. Full Name, Address and Z1P Code Name of Employer

Occupation
, - Amount Guaranteed OQutstanding § 0.00
EEEREEER - RE N S r TS S S S E S S S S S S ST S S TS T TS T EE P EE BRI ESECECSOENEE
SUBTOTALS This Period This Page (opticnal).............. e vin-anl 94,204.00

TOTALS Thie Period (last page in this line only)....... o' s 739,407.¢€9



FEDERAL ELECTION COMMISSION

WASHINCTON. D C 20463

Stephen J. Edelstein, Esquire
293 Eisenhower Parkway

Suite 300

Livingston, New Jersey 07039

RE: MUR 3119

Chandler for Congress
Committee, Inc.

Raymond Babinski, as treasurer

Dear Mr. Edelstein:

On September 5, 1990, your clients were notified that the
Federal Election Commission received a complaint from Jeffrey
Michaels, Executive Director of the New Jersey Republican State
Committee, alleging violations of certain sections of the Federal
Election Campaign Act of 1971, as amended. At that time, your
clients were given a copy of the complaint and informed that a
response to the complaint should be submitted within 15 days of
receipt of the notification.

On October 26, 1990, the Commission received additional
information from the complainant pertaining to the allegations in
the complaint. Enclosed is a copy of this additional
information.

If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

€ ——

BY: Lois G. Lerner
Associate General Counsel

Enclosure



. ’ .

FEDERAL ELECTION COMMISSION

WASHINGTON DC 20463

November 13, 1990

Mr. Robert A. Gunther
Vice President

and Associate Counsel
UJB Financial

P.0O. Box 2066

301 Carnegie Center
Princeton, NJ 08540

RE: MUR 3119
United Jersey Bank/Northwest

Dear Mr. Gunther:

On September 5, 1990, your client was notified that the
Federal Election Commission received a complaint from Jeffrey
Michaels, Executive Director of the New Jersey Republican State
Committee, alleging violations of certain sections of the Federal
Election Campaign Act of 1971, as amended. At that time, your
client was given a copy of the complaint and informed that a
response to the complaint should be submitted within 15 days of
receipt of the notification.

On October 26, 1990, the Commission received additicnal
information from the complainant pertaining to the allegations in
the complaint. Enclosed is a copy of this additional
information.

If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

. ]

BY: Lois G. Lerner
Associate General Counsel

Enclosure
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ATTORNEYS AT LAW

EDwARD GROSS
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ALSC ADWMITTE al EAST BRUNSWICHK N J OBB1E

eNEW TOEw -
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P PESNMSTYLVANLA 208 2%4 4200

December 26, 1990

Lawrence M. Noble, Esqg.
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: In the Matter of
Chandler for Congress, Inc.
MUR #3119 =

62:€ Hd 82 23006

Dear Mr. Noble:

On August 23, 1990, the New Jersey Republican State
Committee filed a Complaint against Chandler for Congress, Inc.
alleging illegal corporate contributions to the Chandler
Committee from a corporation known as Edmar Corporation.

The New Jersey Republican State Committee, by its
letter dated October 24, 1990, supplemented its Complaint
requesting an investigation of 1loans made by United Jersey
Bank/Northwest to Ms. Chandler and/or the Chandler Committee. 1In
particular, the letter of October 24, 1990 referenced the
Chandler for Congress Federal Election Commission report for the
period ending September 30, 1990 wherein loans from the United
Jersey Bank/Northwest to Chandler for Congress were reported at
interest rates below 8%, except for two loans reported at an
interest rate of 10%. The October 24, 1990 letter requested an
examination of the 1lending relationship between United Jersey
Bank/Northwest and the Chandler Committee and/or Ms. Chandler to
determine if the 1loans were made in the ordinary course of
business at competitive rates and in compliance with Federal
Election Commission regulations, specifically 11 CFR
§100.7(b) (11).



GROSS & NOVAK, Pa

Page §2

December 26, 1990

The United Jersey Bank/Northwest
undersigned with documentation demonst
to

the

1
nas
rat

the
by United Jersey Bank/Northwest
Ms. Chandler 11 bear interest

s 3t rate of

consequence ion
d Jersey Bank/No

withdraws

recently furnished
ing that the loans

the Chandler Committee and/or
10% per annum.

of such documenta-

the New Jersey Republican
contained

in its

Commission

If the Federal Election Commission requires anything
further of the New Jersey Republican State Committee in
connection with this matter, please do not hesitate to contact
the undersigned.

Respectfully yours,
|
Zt =/
-~
EDWARD GROSS
Attorney for New Jersey
Republican State Committee
EG/cb
cc: New Jersey Republican State Committee
Attn: Jeffrey Michaels, Executive Director
cc: Stephen J. Edelstein, Esg.
cc: Richard F. Ober, Jr., Esqg.



FEDERAL ELECTION COMMISSION

NASHINCTOS DO 20463

January 4, 1991

Edward Gross, Esquire

Gross & Novak, P.A.

Brier Hill Court, Building C
P. O. Box 188

East Brunswick, NJ 08816

RE: MUR 3119

Dear Mr. Gross:

This is in reference to your letter dated December 26, 1990,
requesting that the complaint you filed challenging the lending
relationship between United Jersey Bank/Northwest and the Chandler
Committee be withdrawn.

Under 2 U.S.C. § 437g, the Federal Election Commission is
empowered to review a complaint properly filed with it and to take
action which it deems appropriate under the Federal Election
Campaign Act of 1971, as amended ("the Act"). A request for
withdrawal of a complaint will not prevent the Commission from
taking appropriate action under the Act. Your request will become
part of the public record within 30 days after the entire file is
closed.

1f you have any further questions about this procedure,
please contact Frances B. Hagan, the staff member assigned to this
matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

S

BY: Lois G. Lerner
Associate General Counsel
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FEDERAL ELECTION COMMISSION SE“S|mE

999 E Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

MUR 3119; RAD Referral 90L-44
DATE COMPLAINT RECEIVED

BY OGC: 8,/27/90

DATE OF NOTIFICATION TO
RESPONDENTS: 9,/5&13/90

STAFF MEMBER: Frances B.

COMPLAINANT: Jeffrey Michaels, Executive Director
New Jersey Republican State Committee

RESPONDENTS : Chandler for Congress Committee, Inc.
Raymond Babinski, as treasurer
Edmar Corporation
United Jersey Bank/Northwest

RELEVANT STATUTES: U .

«3 §§ 441b(a) and 441bi(b)(2)
0.8,

2 C s

2 C. § 431(8); 11 C.F.R. § 100.7(b)(11)
INTERNAL REPORTS CHECKED: RAD Referral 90L-44

FEDERAL AGENCIES CHECKED: None

I. GENERATION OF MATTER

Complainant Jeffrey Michaels, Executive Director of the New
Jersey Republican State Committee, alleged that the Chandler for
Congress Committee ("the Committee") and Raymond Babinski, as
treasurer, violated 2 U.S.C. § 441b(a) through receipt of
prohibited corporate contributions in the form of loans from the
Edmar Corporation. Complainant also questioned whether the
corporate loans restructured through United Jersey Bank/Northwest
("UJB") were made in the ordinary course of business.

The Committee was principal campaign committee for Marguerite
Chandler, a 1990 House candidate in the 12th Congressional

District of New Jersey. The candidate is also principal



shareholder of Edmar Corporation.

RAD Referral 90L-44 refers for review the matter of Edmar
Corporation’s contributions to the Committee in the form of loan
guarantees to the candidate. Because this issue is identical to
one in the complaint, the Office of the General Counsel will
discuss the content of the referral in this report, and recommend
that the Commission decline to open a new MUR.

I11. FACTUAL AND LEGAL ANALYSIS

2 U.S5.C. § 441b(a) prohibits the making and knowing receipt

of corporate contributions in connection with a federal election.
This provision also prohibits a national bank from making a
contribution in connection with any election to any political
office; and it prohibits the knowing receipt of such
contributions by a political committee.

2 U.S5.C. § 441b(b)(2) includes under the terms "contribution
or expenditure” any direct or indirect payment, distribution,
loan, advance, deposit, gift of money, or any services, or
anything of value to any candidate, campaign committee, or
political party. Exempt from this definition are bank loans made
in accordance with applicable banking laws and in the ordinary
course of business. See 2 U.S5.C. § 431(8)(B)(vii).

Pursuant to guidelines set forth at 11 C.F.R. § 100.7(b)(11),
a loan will be deemed to be made in the ordinary of business if
it 1) bears the usual and customary interest rate of the lending
institution; 2) is made on a basis which assures repayment; 3) is
evidenced by a written instrument; and 4) is subject to a due

date or amortization schedule.



The Complaint

Complainant alleged that the Committee accepted loans of more
than $300,000 that were entirely or in part derived from the
candidate’s borrowings from Edmar Corporation. The allegations
were based on information in Committee reports and in newspaper
articles. Complainant also suggested that the line of credit
obtained by the candidate from UJB to repay the corporate loans
may not be in compliance with regulatory standards because the

candidate secured the bank loans with her own Edmar stock, and

because Edmar is a UJB customer. A supplement to the complaint
challenged the Committee on the grounds that interest rates
initially reported were below fair market value.

RAD Referral 90L-44

According to RAD, the Committee received six candidate loans
between April 23 and June 4, 1990, totaling $217,777.08. 1In
response to an ingquiry regarding the source of candidate loans,
the Committee treasurer stated in a letter and on the 1990 July
Quarterly Report that the candidate borrowed the funds from Edmar
Corporation. RAD informed the Committee that corporate
contributions are prohibited and should be refunded.

The treasurer stated in further response to RAD that the
candidate borrowed funds totaling $214,000 from her own corporate
expense account, and did not intend to violate the law.
Apparently, $3,777.08 was loaned to the Committee from the
candidate’s personal income. The Committee’s response further
stated that on August 1, 1990, the candidate secured a loan from

]

UJB "to repay and remedy" the following candidate loans from



Edmar, which were previously reported:

Date of Loan Amount

4/23/90 $50,000
5/05/90 $45,000
5/11/90 $19,000
5/18/90 $50,000
6/04/90 $50,000

Total $214,000

On its 1990 October Quarterly and in response to the
complaint, the Committee reported receipt of two additional Edmar

loans totaling $52,000 received prior to RAD’s notice. These

loans have been repaid. Total Edmar loans received and repaid:

Edmar loans on 1990 July Quarterly: $214,000
Edmar loans on 1990 October Quarterly: $ 10,000 7,/09/90
$ 42,000 7/18/90

Total $266,000
Responses to the Complaint
The Committee
The Committee admitted that it received Edmar corporate funds

through candidate loans, but noted that it took prompt action to

1

repay the prohibited loans when notified by RAD. The Committee

described the Edmar loans as "an inadvertent error, originating

out of a misunderstanding as to the nature of the

n

transactions...

The Committee stated that candidate loans obtained from UJB

1. RAD's letter explained that prohibited corporate loans should
be refunded "within 30 days of the treasurer’'s receipt,”
indicating that refunds are to be made within 30 days of receipt
of the funds, pursuant to 11 C.F.R. § 103.3(b). Respondents
apparently misread the letter, and argued that no action should
be taken in part because they refunded within 30 days of receipt
of RAD's notice.



to repay the Edmar loans comported with the regulatory

requirements for loans made "in the ordinary course of business."
Based on its corrective action, the Committee asserted that no
compliance action should be taken in the matter.
United Jersey Bank

UJB responded to the complaint with a notarized affidavit
from Doris M. Tarrant, President, Chief Executive Officer, and
Chairman of the Board. Ms. Tarrant stated that on August 1,

1990, the bank’'s executive committee agreed to approve a loan of

up to $1,000,000 to Marguerite Chandler. According to the
affidavit, the proceeds were to repay Edmar loans as required by
the FEC; to repay the $150,000 UJB loan dated 12/27/89; and the
balance was available "to be re-loaned or contributed by

Ms. Chandler to the Chandler for Congress Committee, Inc."

The affidavit and accompanying promissory note provide for a
maturity date of January 31, 1991; UJB's "Floating Base Rate" of
interest; with the interest to be paid monthly. (See Attachment
B,5). According to Ms. Tarrant, the interest is standard for
UJB’s large, unsecured personal loans. Apparently, the bank
considered the loan unsecured, but both the affidavit and note
indicated that Ms. Chandler pledged 900 shares of her
individually-owned Edmar stock ("non-marketable securities").
Ms. Tarrant attested that based on Ms. Chandler’'s excellent loan
payment history, her financial statements, and the Edmar stock as
collateral, "the loan was made on a basis which...assures

repayment under the Bank’s normal underwriting standards."”



Conclusion

Based on the evidence and information provided by the

respondents, it appears that during the 1990 primary election

campaign, the Committee received corporate monies totaling
$266,000 in the form of candidate loans secured from Edmar
Corporation. Therefore, this Office recommends that the
Commission find reason to believe that Edmar Corporation and the
Committee violated 2 U.S.C. § 441lb(a) in this matter.

As to the UJB line of credit to the candidate, evidence

indicates that the loan to restructure the original candidate
loans to the Committee was made in the ordinary course of
business. The loan apparently includes the "usual and customary
interest rate of the lending institution;"2 stock offered as
collateral indicates the loan is "made on a basis which assures
repayment ;" the promissory note is the written instrument; and
the note includes a due date. 11 C.F.R. § 100.7(b)(11).
Therefore, this Office recommends that the the Commission find no
reason to believe that UJB and the Committee violated 2 U.S.C.

§ 441b(a) with regard to the bank loans in this matter.

2. The promissory note indicates the interest rate as UJB’'s
"Floating Base Rate." A monthly bank bill for interest and a
treasurer’s statement submitted with the Committee’s 1990 October
Quarterly Report and Amendment show the rate steady at 10%. The
Committee treasurer advised that the original October Quarterly
"contained an inadvertent error in the calculation of interest on
loans from the [bank]." The Amendment reflected the change from
varying interest rates of less than 8%, to 10% on certain of the
reported loans. The evidence presented by the Committee
satisfactorily establishes that the interest rates were set by
the bank, but were apparently misreported on the report
originally filed. The change in the reported interest rates does
not affect this Office’'s recommendation.



II1. RECOMMENDATIONS

1. Find reason to believe that the following violated 2 U.S.C.
§ 441b(a) with regard to prohibited corporate loans:

a) Chandler for Congress Committee, Inc., and Raymond
Babinski, as treasurer;
b) Edmar Corporation.

Find no reason to believe that the following violated
2 U.S.C. § d441b(a) with regard to bank loans in this matter:

a) Chandler for Congress Committee, Inc., and Raymond
Babinski, as treasurer;
b) United Jersey Bank/Northwest.

3. Approve the appropriate letters and attached Factual and
Legal Analyses.

4. Decline to open a MUR concerning RAD Referral 90L-44.

Lawrence M. Noble
General Counsel

/23:[ 50 - gzﬁcgf\__ﬁ

. Ferner
Associate General Counsel

Date

Attachments

A. Committee response to complaint
B. UJB response to complaint

C. Factual and Legal Analyses (3)



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 3119
Chandler for Congress Committee, Inc.; and
Raymond Babinski, as treasurer; RAD Referral
Edmar Corporation; 90L-44
United Jersey Bank/Northwest.

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on
January 8, 1991, do hereby certify that the Commission
decided by a vote of 6-0 to take the following actions
with respect to MUR 3119 and RAD Referral 90L-44:

1. Find reason to believe that the following

violated 2 U.S.C. § 441lb(a) with regard

to prohibited corporate loans:

a) Chandler for Congress Committee, Inc.
and Raymond Babinski, as treasurer;

b) Edmar Corporation.

_ (continued)



Federal Election Commission

Certification for MUR 3119 and
RAD Referral 90L-44
January 8, 1991

Find no reason to believe that the
following violated 2 U.S.C. § 441b(a)
with regard to bank locans in this
matter:

a) Chandler for Congress Committee,
Inc. and Raymond Babinski, as
treasurer;

o

United Jersey Bank/Northwest.

3. Approve the appropriate letters and
Factual and Legal Analyses as recommended
in the General Counsel'’s report dated
December 31, 1990.

4. Decline to open a MUR concerning RAD
Referral 90L-44.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

] ) 7 /
dnne. 10/ P/ I argoee e 2L Emont oxta
Date / Marjorie W. Emmons
o Sgcretary of the Commission




FEDERAL ELECTION COMMISSION

WASHINGTONS DT 20461

January 18, 1991

Marguerite Chandler, Agent
Edmar Corporation

Chimney Rock Road

Bound Brook, NJ 08805

RE: MUR 3119
Edmar Corporation

Dear Ms. Chandler:

On September 5, 1990, the Federal Election Commission
notified you of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 1971, as amended
("the Act"). A copy of the complaint was forwarded to you at
that time.

Upon further review of the allegations contained in the
complaint, the Commission, on January 8, 1991, found that there
is reason to believe the Edmar Corporation violated 2 U.S.C.

§ 441b(a), a provision of the Act, regarding loans made to the
Chandler for Congress, Inc. The Factual and Legal Analysis,
which formed a basis for the Commission’s finding, is attached
for your information.

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

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

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



Marguerite Chandler, Agent
Page 2

Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Regquests 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 cause

must be demonstrated. In addition, the Office of the General
"0

Counsel ordinarily not give extensions beyond days.

If you intend represented by counsel in this matter,
please advise the C¢ y completing the enclosed form
stating the name, telephone number of such counsel,
and authorizing su r ] ive any notifications and
other communications

Jghn Warren McGarry |
Chairman

Enclosures
Designation of Counsel Form
Factual & Legal Analysis



FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENTS : Edmar Corporation MUR: 3119

2 U.S.C. § 441b(a) prohibits the making of corporate
contributions in connection with a federal election.

2 U.S.C. § 441b(b)(2) includes under the terms "contribution
or expenditure" any direct or indirect payment, distribution,

loan, advance, deposit, gift of money, or any services, or

anything of value to any candidate, campaign committee, or
political party. Exempt from this definition are bank loans made
in accordance with applicable banking laws and in the ordinary
course of business. See 2 U.S.C. § 431(8)(B)(vii).

Pursuant to guidelines set forth at 11 C.F.R. § 100.7(b)(11),
a loan will be deemed to be made in the ordinary cf business if
it 1) bears the usual and customary interest rate of the lending
institution; 2) is made on a basis which assures repayment; 3) is
evidenced by a written instrument; and 4) is subject to a due
date or amortization schedule.

Complainant Jeffrey Michaels, Executive Director of the New

Jersey Republican State Committee, alleged that the Chandler for

Congress Committee, Inc., and Raymend Babinski, as treasurer,

J

accepted loans of more than $300,000 that were entire

)

™~
J

=

part derived from candidate Marguerite Chandler’s borr

[
u
mn

Edmar Corporation. The allegations were based on information in

Committee reports and in newspaper articles. Complainant also



suggested that the line of credit obtained by the candidate from
United Jersey Bank ("UJB") to repay the corporate loans may not
be in compliance with regulatory standards because the candidate
secured the bank loans with her own Edmar stock, and because
Edmar is a UJB customer.

Although the Edmar Corporation did not respond directly to
the complaint, the Committee admitted that it received Edmar
corporate funds through candidate loans, but noted that it took

prompt action to repay the prohibited loans. Total Edmar loans

"

eceived and repaid:

Date of Loan Amount
4/23/90 $50,000

5/05/90 $45,000

5/11/90 $19,000

5/18/90 $50,000

6/04/90 $50,000

7/09/90 $10,000

7/18/90 $42,000

Total: $266,000

Conclusion

Based on the available evidence and information, it appears
that during the 1990 primary election campaign, Edmar Corporation
contributed to the Committee corporate monies totaling $266,000

in the form of candidate loans. Therefore, there is reason to

believe that the Edmar Corporation violated 2 U.S.C. § 441bfa) in

this matter.



FEDERAL ELECTION COMMISSION

WASHINGTON DC 20463

January 18, 1991

Stephen J. Edelstein, Esquire
293 Eisenhower Parkway

Suite 300

Livingston, New Jersey 07039

RE: MUR 3119

Chandler for Congress, Inc.
Raymond Babinski, as treasurer

Dear Mr. Edelstein:

On September 5 and 13, 1990, the Federal Election Commission
notified your clients of a complaint alleging violations of
certain sections of the Federal Election Campaign Act of 1971, as
amended ("the Act"). A copy of the complaint was forwarded to
your clients at that time.

Upon further review of the allegations contained in the
complaint and information you supplied, the Commission, on
January 8, 1991, found that there is reason to believe your
clients violated 2 U.S5.C. § 441bfa), a provision of the Act,
regarding loans received from the Edmar Corporation. At the same
time, the Commission found no reason to believe that the
Committee violated 2 U.S.C. § 44lbfa) regarding loans received
from the United Jersey Bank/Northwest. The Factual and Legal
Analysis, which formed a basis for the Commission’s finding, is
attached for your information.

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

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

If you are interested in pursuing pre-probable cause
conciliation, you should so reguest in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the Office of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or



Stephen J. Edelstein, Esquire
Page 2

recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent,

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. §§ 437qg(a)(4)(B) and 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made

public.

If you have any gquestions, please contact Frances B. Hagan,
the staff member assigned to this matter, at (202) 376-8204Q.

Singerely ./ / o

n Warren McGarry
Chairman

Enclosures
Designation of Counsel Form
Factual & Legal Analysis



FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS : Chandler for Congress MUR: 3119
Committee
Raymond Babinski, as treasurer
2 U.S.C. § 441b(a) prohibits the making and knowing receipt

of corporate contributions in connection with a federal election.

This provision also prohibits a national bank from making a

contribution in connection with any election to any political
office; and it prohibits the knowing receipt of such
contributions by a political committee.

2 U.S.C. § 441bib)(2) includes under the terms "contribution
or expenditure" any direct cor indirect payment, distribution,
loan, advance, deposit, gift of money, or any services, or
anything of value to any candidate, campaign committee, or
political party. Exempt from this definition are bank loans made
in accordance with applicable banking laws and in the ordinary
course of business. See 2 U.S.C. § 431(8)(B)(vii).

Pursuant to guidelines set forth at 11 C.F.R. § 100.7(b)(11),
a loan will be deemed to be made in the ordinary of business if
it 1) bears the usual and customary interest rate of the lending
institution; 2) is made on a basis which assures repayment; 3) is
evidenced by a written instrument; and 4) is subject to a due
date or amortization schedule.

The Complaint

Complainant Jeffrey Michaels, Executive Director of the New



Jersey Republican State Committee, alleged that the Chandler for
Congress Committee, Inc., and Raymond Babinski, as treasurer,
accepted loans of more than $300,000 that were entirely or in
part derived from candidate Marguerite Chandler’'s borrowings from
Edmar Corporation. The allegations were based on information in
Committee reports and in newspaper articles. Complainant also
suggested that the line of credit obtained by the candidate from
United Jersey Bank ("UJB") to repay the corporate loans may not

be in compliance with regulatory standards because the candidate

secured the bank loans with her own Edmar stock, and because
Edmar is a UJB customer. A supplement to the complaint
challenged the Committee on the grounds that interest rates
initially reported were below fair market value.
Response to the Complaint

The Committee admitted that it received Edmar corporate funds
through candidate loans, but noted that it took prompt action to
repay the prohibited lcans when notified by the Reports Analysis
Division.1 The Committee described the Edmar loans as "an

inadvertent error, originating out of a misunderstanding as to

"

the nature of the transactions....
The Committee stated that candidate loans obtained from UJB

to repay the Edmar loans comported with the regulatory

1. RAD's letter explained that prohibited corporate loans should
be refunded "within 30 days of the treasurer’s receipt,”
indicating that refunds are to be made within 30 days of receipt
of the funds, pursuant to 11 C.F.R. § 103.3(b). Respondents
apparently misread the letter, and argued that no action should
be taken in part because they refunded within 30 days of receipt
of RAD's notice.



requirements for loans made "in the ordinary course of business.”
Based on its corrective action, the Committee asserted that no
compliance action should be taken in the matter. Total Edmar
loans received and repaid:

Date of Loan

|
|

4,/23/90 $5
5/05/90 S$4
5/11/90 $1
5/18/90 $5
6/04/90 $5
1990 July Quarterly: 52
7/09/90 $ 10,000
7/18/90 $ 42,000
1990 October Quarterly: $ 52,000
Combined Total: $266,000

Based on information obtained from Doris M. Tarrant,
President, Chief Executive Officer, and Chairman of the Board of
UJB, on August 1, 1990, the bank’'s executive committee agreed to
approve a loan of up to 51,000,000 to Marguerite Chandler.
According to her affidavit, the proceeds were to repay Edmar
loans as required by the FEC; to repay the $150,000 UJB loan
dated 12/27/89; and the balance was available "to be re-loaned or
contributed by Ms. Chandler to the Chandler for Congress
Committee, Inc.”

The affidavit and accompanying promissory note provide for a
maturity date of January 31, 1991; UJB's "Floating Base Rate" of
interest; with the interest to be paid monthly. According to
Ms. Tarrant, the interest is standard for UJB's large, unsecured

personal loans. Apparently, the bank considered the loan

unsecured, but both the affidavit and note indicated that Ms.



Chandler pledged 900 shares of her individually-owned Edmar stock
{"non-marketable securities"”). Ms. Tarrant attested that based
on Ms. Chandler’s excellent loan payment history, her financial
statements, and the Edmar stock as cocllateral, "the loan was made
on a basis which...assures repayment under the Bank’s normal
underwriting standards.”
Conclusion

Based on the available evidence and information, it appears

that during the 1990 primary election campaign, the Committee

received corporate monies totaling $266,000 in the form of
candidate loans secured from Edmar Corporation. Therefore, there
is reason to believe that the Committee and its treasurer
violated 2 U.S5.C. § 441b(a) in this matter.

As to the UJB line of credit to the candidate, evidence
indicates that the loan to restructure the original candidate
loans to the Committee was made in the ordinary course of

business. The loan apparently includes the "usual and customary

-~
" o

interest rate of the lending institution; stock offered as

collateral indicates the loan i1s "made on a basis which assures

repayment;" the promissory note is the written instrument; and

2. The promissory note indicates the interest rate as UJB's
"Floating Base Rate.” A monthly bank bill for interest and a
treasurer’s statement submitted with the Committee’s 1990 October
Quarterly Report and Amendment show the rate steady at 10%. The
Committee treasurer advised that the original October Quarterly
"contained an inadvertent error in the calculation of interest on
loans from the [bank]." The Amendment reflected the change from
varying interest rates of less than 8%, to 10% on certain of the
reported loans. The evidence presented by the Committee
satisfactorily establishes that the interest rates were set by
the bank, but were apparently misreported on the report
originally filed.



the note includes a due date. 1Y C.PCRY § R0U- 1t r{1y).

Therefore, there is no reason to believe that the Chandler for
Congress Committee and Raymond Babinski, as treasurer, violated
2 U.5.C. § 44lb(a) with respect to the loans acquired from

UJB/Northwest in this matter.




FEDERAL FLECTION COMMISSION

WASHINGTON D C 204

January 18,

Mr. Robert A. Gunther

vVice President and Associate Counsel
UJB Financial Corp

P.0. Box 2066, 301 Carnegie Cente
Princeton, New Jersey 08543-2066

RE: MUR 3119
United Jersey Bank/Northwest

Dear Mr. Gunther:

On September 5 and 13, 1990, the Federal Election Commission
notified your client of a complaint alleging violations of
certain sections of the Federal Election Campaign Act of 1971, as
amended ("the Act"). A copy of the complaint was forwarded to
your client at that time.

Upon further review of the allegations contained in the
complaint and information you supplied, the Commission, on
January 8, 1991, found no reason to believe that United Jersey
Bank/Northwest violated 2 U.S.C. § 441b(a), a provision of the
Act, regarding loans made to the Chandler for Congress Committee,
Inc. The Factual and Legal Analysis, which formed a basis for
the Commission’s finding, is attached for your information.

This matter will become a part of the public record within 30
days after the file has been closed with respect to all
respondents. If you wish to submit any materials to appear on
the public record, please do so within ten days. Please send
such materials to the Office of the General Counsel.

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. §§ 437g(a)(4)(B) and 437g(a)(12)(A) remain
in effect until the entire matter is closed. The Commission will
notify you when the entire file has been closed. 1In the event



Mr. Robert A. Gunther
Page 2

you wish to waive confidentiality under 2 U.S.C.

§ 437g(a)(12)(A),
to the Commission.
writing by the Commission.

Enclosure
Factual and Legal Analysis

I

written notice of the waiver must be submitted
Receipt of the waiver will be acknowledged in

incerely,

Lawrence M. Noble
General Counsel

15 . Lerner
sociate General Counsel

5



FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENTS : United Jersey Bank/Northwesst MUR: 3119

U.S.C. § 441b(a) prohibits the making and knowing receipt
of corporate contributions in connection with a federal election.
This provision also prohibits a national bank from making a

contribution in connection with any election to any political

office; and it prohibits the knowing receipt of such
contributions by a political committee.

2 U.S.C. § 441b(b)(2) includes under the terms "contribution
or expenditure" any direct or indirect payment, distribution,
loan, advance, deposit, gift of money, or any services, or
anything of value to any candidate, campaign committee, or
political party. Exempt from this definition are bank loans made
in accordance with applicable banking laws and in the ordinary
course of business. See 2 U.S.C. § 431(8)(B)(vii)

Pursuant to guidelines set forth at 11 C.F.R. § 100.7(b)(11),
a loan will be deemed to be made in the ordinary of business if
it 1) bears the usual and customary interest rate of the lending
institution; 2) is made on a basis which assures repayment; 3) is
evidenced by a written instrument; and 4) is subject to a due
date or amortization schedule.

The Complaint
Complainant Jeffrey Michaels, Executive Director of the New

Jersey Republican State Committee, alleged that United Jersey



Bank ("UJB") may have made loans to the Chandler for Congress
Committee, Inc. which were not in the ordinary course of

business, thus in viclation of the Act. Specifically,

complainant questioned a line of credit obtained by House of

Representatives candidate Marquerite Chandler from UJB to repay
loans she made to her Committee from funds she borrowed from
Edmar Corporation. Complainant suggested that the UJB loans may
not be in compliance with regulatory standards because the

candidate secured the bank loans with stock she owned in Edmar

Corporation, and because Edmar is a UJB customer. A supplement
to the complaint challenged loans to the Committee on the grounds
that interest rates initially reported were below fair market
value.
Response to the Complaint

UJB responded to the complaint with a notarized affidavit
from Doris M. Tarrant, President, Chief Executive Officer, and
Chairman of the Board. Ms. Tarrant stated that on August 1,
1990, the bank’s executive committee agreed to approve a loan of
up to $1,000,000 to Marguerite Chandler. According to the
affidavit, the proceeds were to repay Edmar loans as required by
the FEC; to repay the $150,000 UJB lcan dated 12,/27/89; and the

balance was available "to be re-loaned or contributed by

Ms. Chandler to the Chandler for Conagress Committes, I

The affidavit and accompanying preomisscory note pi la £
maturity date of January 31, 1991; UJB's "Floating Base Rate" of
interest; with the interest to be paid monthly. According to

Ms. Tarrant, the interest is standard for UJB’'s large, unsecured



personal loans. Apparently, the bank considered the loan

unsecured, but both the affidavit and note indicated that Ms.

Chandler pledged 900 shares of her individually-owned Edmar stock

("non-marketable securities”). Ms. Tarrant attested that based
on Ms. Chandler’s excellent loan payment history, her financial
statements, and the Edmar stock as collateral, "the loan was made
on a basis which...assures repayment under the Bank’s normal
underwriting standards."”

Conclusion

Based on the evidence and information provided by the
respondents, it appears that the UJB line of credit to the
candidate to restructure the original candidate loans to the
Committee was made in the ordinary course of business. The loan
apparently includes the "usual and customary interest rate of the

lending institution;" stock offered as collateral indicates the

loan is "made on a basis which assures repayment;" the promissory
note is the written instrument; and the note includes a due date.
Therefore, there is no reason to believe that UJB violated

2 U.5.C. § 441b(a) in this matter.



(5510N

FEDERAL EL:

LAW OFFICES S ll- 28
MANATT, PHELPS & PHiLLIPS J) FEB-0 ANl

A SamTuEERn P R, LD NG EROFESE ORAL CORBONAT - ONE

202] 46343 FO0C NEW HAMBESHIAE AVENUE. N w LO% AMGELLS
2 A3 4104

Z2) 4ABY-43F%

YT BOLLEYARE
ALIFORNIA DOOBL

Y

January 30, 1991

s
-
m
=
I
wn
-0
=
(X

Lawrence M. Noble, Esg.
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

-

0l

Re: MOUR 3119

Dear Mr. Noble:

On behalf of respondents Edmar Corporation, Marguerite
Chandler, Agent, and Chandler for Congress, Ray Babinski,
Treasurer, I reguest a 20 day extension of time until March 4,
1991, to respond to the Commission's notification of a reason to
believe finding in the above-referenced matter.

& il

I have only recently been retained by the respondents
in this matter, in order to file a full response, I will need the
additional time to review the facts and prior proceedings.
Moreover, several individuals who have material information are
unavailable r the next two weeks due to previously scheduled

travel.
If you have any guestions, please contact me at 202-463-4320.
Sincerely,
7

. T (S

Lyn Utrecht
Manatt, Phelps & Phillips



STATEMENT OF DESIGNATION OF COUNSEL

MUR 3119

NAME OF COUNSEL: Carolyn Utrecht, Esg.

ADDRESS : Manatt, Phelps & Phillips

1200 New Hampshire Ave., NW

Suite 200
HWashington, D.C 20036

_(202) 463-4320

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

7 -
% I / /
January 30, 1991 vy 27 a ,W/w
Date Signature
Marquerite Chandler, Agent Chandler for Congress
RESPONDENT'S NAME: Edmar Corporation Ray Babingki, Treasurer
ADDRESS: Easy Street off Chimney P.0O. Box 898
Bound Brook, NJ 08805 Sormmerville, NJ 08876
o - ] r"“"',‘-«”:'\_,»;
HOME PHONE: ot (KD 1V o7

BUSINESS PHONE: (X6 )] Sl -F222 (908) 707-8648
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FEDERAL ELECTION COMMISSION

WASHINGTON D C 20463

February 7, 1991

Carolyn Utrecht, Esquire
Manatt, Phelps & Phillips
1200 New Hampshire Ave., N.W.
Suite 200

washington, D.C. 20036

RE: MUR 3119

Edmar Corporation

Chandler for Congress

Ray Babinski, as treasurer

Dear Ms. Utrecht:

This is in response to your letter dated January 30, 1991,
which we received on February 5, 1991, requesting an extension
until March 4, 1991, to respond to the Commission’s reason to
believe findings. After considering the circumstances presented
in your letter, I have granted the requested extension.
Accordingly, your response is due by the close of business on
March 4, 1991.

If you have any questions, please contact Frances B. Hagan,
the staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

G

BY: Lois G. Lerner
Assocliate General Counsel



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Chandler for Congress,

Raymond Babinski, Treasurer;

Edmar Corporation,

Marguerite Chandler, Agent
RESPONSE OF CHANDLER FOR CONGRESS AND EDMAR CORPORATION
This memorandum is filed con behalf of Chandler for Congress,

Ray Babinksi, Treasurer, and \ Marguerite

Chandler, Agent, in response to the notifi ion that the

Commissicn found reason to believe that funds borrowed by the
candidate, Marguerite Chandler, from her corporation, Edmar, and
loaned to the Chandler For Congress committee constituted
prohibited corporate contributions.

For the reasons set forth below, we respectfully request

that the Commission take no further action and close the file in
this matter.
BACKGROUND

P
m
m
O
e |

Marguerite Chandler was a candida Congress from New
Jersey in 1990. Between April 23, 1950 and July 18, 1990,
Ms. Chandler borrowed funds totalling $266,000 from Edmar
Corporation, an S Corporation of which she is the principal
stockholder, and loaned them to her principal campaign committee,
Chandler for Congress Committee. These lcans were fully reported

to the Federal Election Commission.

Upon notification by the FEC that these loans appeared to be
prohibited corporate contributions, on August 1, 1990, Ms. Chandler

1

promptly obtained a personal line

(R

)

credit from United Jersey

Bank ("UJB") pledging 900 shares of her stock in Edmar, and repaicd



the funds borrowed from Edmar. Subsequently, in September 1990,
the New Jersey Republican State Committee filed this complaint
alleging that the Edmar lcans viclated 2 U.S.C. § 441lb and also
alleging that the line cf ¢ i ined from UJB might not be
proper.

On January 8, 1991 he Commi ion ) ' tO believe
that the Edmar loans vioclated 2 U.S.C. § lb. The Commissicn
found no reason liev h the lcan m UJB violated § 441lb.

LEGAL ANALYSIS

I. The Loans From Edmar Corporation Were Made With The
Candidate's Personal Assets

The Commission's finding cf reascn to believe in this case
is based solely on the fact that Edmar is a corporation. The

Commission historically has interpreted

rD

U.S.C. § 441b as applying
to all corporations and, therefore, has not inguired into the
nature of the corporation when a loan is made from a corporation

to a candidate or his or her committee. Recently, however, the
Courts have been less willing to accept the Commission's positicn
that Section 441b applies egqually to all corpcrations regardless

of differences in their corporate structure and purposes. See,

e.g., FEC v. Massachusetts Citizens fcor Life, 479 U.S. 238

(1986).%

1 The Commission itself has made a distinction for one type of
corporation by regqulation, i.e., an incorporated political
committee. 11 C.F.R. § 114.12(a). Although the Act doces
not make any exception for incorporated political committees,
the Commissicn by regulation has elected not to treat
incorporated political committees as corporations subject to
the Section 441b prohibition.



While Edmar is a different type of corporation than MCFL, we
submit that the nature of Edmar Corporaticn and its relationship
to the candidate, Marguerite Chandler, as its majority
shareholder, compel an additional legal analysis beyond the mere

because Edmar | orporaticn a violation of

Under Section 110.10, a candidate may make unlimited

expenditures from personal funds. Personal funds are defined as

wn

...which, under applicable state law, the candidate had
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with respect to

(i) Legal and rightful title, or
(ii) An equitable interest." 1Id. The conclusion that the funds
lcaned f£rom Edmar were Ms. Chandler's personal funds flows from

the characterizaticn of Edmar as an "S Corporation" under federa
tax law.
Marguerite Chandler personally cwns approximately 85% of the

stock of Edmar Corporation. The cownership
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interest is divided among her husband and her sons. Marguer

Chandler's sons hold their interests pursuant to revocable grantor

trusts.* Although incorporated under New Jersey law for purpcses

2 In order to respond fully to the Commission's finding in this
matter, we will be providing some confidential financial
information concerning Ms. Chandler's personal assets and

L



of limited liability, Edmar has elected to be treated as an S
Corporation under the Internal Revenue Code. The primary
significance of this election is that as a shareholder in an
Corporation, Ms. Chandler has, by electing S Corporation s

accepted the burden ing taxed on the income earned by

leave personal funds in the corporation after paying tax on that
income, it was her choice to do so.
Had Ms. Chandler wished, or had she understocod the technica

significance of the Commission's interpretaticn of Secti

O
|

she could simply have directed that Edmar

(o

istribute $266,000 tc
her rather than borrow it from Edmar. To the extent that the
$266,000 of corporate income had already been taxed to Marguerite
Chandler as an S Corporation shareholder as outlined above, such
distribution to Marguerite Chandler could have been tax-free tc

her.

business interests. When this matter is finally closed by
the Commission, we request that references to this informaticn
be deleted from all documents before they are placed on the

public record.



Thus, in these circumstances,

regulations, the funds borrowed by

her persconal funds. She had acces

and legal and rightful

well as a beneficial

and that Ms. Chandler is taxed on

Ms. Chandler honestly believes tha

personal assets. Her

this advice, and 1in past she

personal assets for unrel

purposes
The Commission would not
receive a corporate distributicn t

liguidate her interest in

3, The Commission has long recogr
their share of partnership fu

personal contribution

uncer

Opinicon 1980 - 72, 1 Fed. Ele

Y 5528. While a partner’'s fun
purposes must be maintained in
no limit on a partner's abili

-

partnership funds.

Vi

and

has

and under the Commission's

Ms. Chandler from Edmar were

s to and control over

of the stock of Edm

ese S to be her personal

ct that these transactions were
FEC. There was no attempt at

ct that Edmar is an S Corporation

income,

's
t the Edmar funds are her

tax advisors have given her
funds as her

treated Edmar

ated to federal elections.

the candidate could

ation, or borrow from a bank
nized that partners may access
nds fcr the purpose of making
the Act See FEC Advisory
c. Camp. Fin. Guide (CCH)
nds used for individual politic
n a separate account, there is
ty to access his or her share




against her interest in the corporation, and use those funds in
her campaign. She could alsc have loaned her shares of stock to
Chandler for Congress as an in-kind lcan and the Committee could
have borrowed against th No purpose under the Federal
Campaign Act i under these circumstances by
when the candidate simply
cf accomplishing the same

The Constitutional Justifications For The Section 441b
Prohibition Do Not Apply to S Corporations

Essentially, an S Corporaticon lacks the inherent dangers cited
by the Congress and the Supreme Court as justifying the
restrictions set forth in Section 44l1b. The primary Congressional
motivaticn for singling out corporations for different treatment
than that accorded to partnerships or cther forms cf business
operation under the Act was the corporate potential for amassing
large aggregations of wealth due to the favorable tax treatment
accorded c:rpora:ions.i The Supreme Court has described the

rationale underlying Se "as the need to restrict 'the

9]
.
ey
]
o

influence of political war chests funneled through the corporate
form,' NCPAC, 470 U.S., at 501 (1985); tc 'eliminate the effect of

aggregated wealth on federal elections,' Pipefitters, 407 U.S.,
at 416; to curb the political influence cf 'those who exercise

g A secondary reason underlying the Section 44lb prohibiticn
was protection of the interests ¢f minority shareholders.
National Right to Work Committee v. FEC, 459 U.S. 197, 208
(1982); Pipefitters v. U.S., 407 U.S. 385, 414-15 (1972).
This rationale 1s obviously irrelevant when the vast majority
of the corporaticon's shares are owned by the candidate



control over large aggregations of capital,' Automobile Workers,

352 U.S., at 585; and to regulate the 'substantial aggregations
of wealth amassed by the special advantages which go with the

corporate form of organization,' National Right to Work Committee,

459 U.S., ( C v. MCFL, 479 U.S., at 257. This

justification is simply inapplicable to S Corporations which are
treated like partnerships under the tax rules.

As described above, an S Corporation \ pose the danger
of aggregated wealth amassed through tt} form, since

its sharehoclders mus

Thus, there is substantial doubt that Secti
prohibit a candidate from using her own funds in an S Corporation
in connection with her own campaign, would be constitutional.

In sum, the Commission should determine either that these

funds were the personal assets of the candi

[+9
W
()
m

or, alternatively,

that Section 441b is inapplicable to § Co

"

porations.

For the reasons set forth above, the Commission should find
that no viclation of 2 U.S.C. § 441b occurred as a result of the
loans from Edmar to Chandler for Congress and should take no

further action in this matter.

Ss e - F B | <
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II.

III.

REPORTS ANALYSIS REFERRAL
TO

OFFICE OF GENERAL COUNSEL

22 Januarv 1991

DATE:

ANALYST: Karen White

COMMITTEE: Chandler for Congress Inc.
(C00240432)
Raymond Babinski, Treasurer
P.0O. Box 898
Somerville, NJ 08876

RELEVANT STATUTE: 2 U.S5.C. §434(a)l(6)
11 CFR §104.5(f)

BACKGROUND:
Failure to File Forty-Eight Hour Notifications

The Chandler for Congress 1Inc. committee ("
Committee”™) has failed to file the required Porty-Eight (48
Hour Notification ("48-Hour Notice") for one (1)
contribution/loan totaling $50,000 received prior to the 1930
Primary Election.

he
]

The candidate was involved in the 1990 Primary Election
held on June 5, 1990. Prior Notice was sent to the Commit:ee
on April 30, 1990 (Attachment 2). THe Notice includes a
section titled "Last-Minute Contributions®™. This section
reads "Committees must also file special notices on
contributions of $1,000 or more, received during the period
May 17 through June 2 1990. The notice must reach the
appropriate federal and state offices within 48 hours of the
committee’s receipt.”

Schedules A and C of the Committee’s 1990 July Quarzer!

Report indicate that the Committee failed to file one (1 48-
Hour Notice for a contribution/locan received during =ne
aforementioned reporting period (Attachment 3).7 The

1/
date

Schedule A of the 1990 July Quarterly Report discloses the cdate -

the

response to the Commission’s RFAI dated December 5, 195C. =~
Committee noted that the contribution/loan had been depos:-e:

Schedule C of the 1990 July Quarterly Report discloses =~
of the contribution/lcan as May 18, 1990; however, =0

]

contribution/locan as May 21, 1990. In the Commitzee

3B e orn D

May 21, 1990.



CHANDLER FOR CO ESS INC. .
REPORTS ANALYSI GC REFERRAL

PAGE

Iv.

2

following is the name of the contributor for which no ¢8-Hour
Notice was filed:

Contributor Name Date Amount

Marguerite Chandler 05/18/90 $50,000
(gquarantor of a bank locan)

on October 30, 1990, a Request for Additional
Information ("RFAI") was sent to the Committee (Attachment
4). The RFAI noted on an informational basis that the
Committee may have failed to file one or more of the required
48-Hour Notices for "last minute" contributions of 51,000 or
more. The notice reguested the Committee to review their
procedures for checking contributions received during the
aforementioned time period. 1In addition, the notice stated
that although the Commission may take legal steps, any
response would be taken into consideration.

On December 7, 1950, the Committee responded by letter
(Attachment 5). The Committee stated "(c)larification as to
"last minute®™ contributions and loans was addressed during
the pre-general election period and since this particular
item was included in other correspondence with the
Commission, we understood [that] the Commission [was] aware
of it at that time."

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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NEW JERSEY April 30, 19%0

REG./CERT.
MAILING FILING
REPORT REPORTING PERIODL,/ DATE2/ DATE

un

- -
-

s

PRE-PRINARY 04,0190 - 05/16/90 05/21/90 .

-
-

-
-~

o

0 - 06/30/90 07/15/90 3% 3

SULY SQUARTERLY

WHO MUST FILE
PRINCIPAL CAMPAIGN COMMITTEES CF CONGRESSIONAL " ZANDICATES®
‘vne sSeek nominaticn in tne regularly scheduled and spec:al
srizar:es cn June 3, 1330, .n New Jersey. '

WHAT MUST BE REPORTED
All financ:ial activity that occurred during the reporzing

cericod (or before, if not previcusly reported).

REPORTING FORMS
zandidate committees - "2rm 3 (enclosed). IS tnhe campaian
~as mOre tian one a.:-":-r.ced committee, the principal camca:icsn

sommittee DuUst aiso I..2 a consol:i:dated report cn Form I,

WHERE TO FILE
consult the instructions on the back of the Fora 3 Suamary

7age. Note state filing requirements also.

LABEL
committees should affix zhe peel-off label frcoa the enveicce

to Line 1 of the report. Corrections should be made cn :tne

. .abel.

Al
LAST-MINUTE CONTRIBUTIONS

“=mmittees musSt also file special notices on contribut:ans

$1,000 or more, :received during the period May 17 throuen

June 2, 1990. The notice must reach the appropriate fecera.

and state offices with:n 48 hours cof the committee’'s rece.c:,

— _

T .he pericd cez:ns -1t the close of the last report filez v

-=¢ committee. £ tie commitiee has filed no previcus ool
-ne pericd begins with :tne date cf the committee’s fi:ost

1csivity.

> 3eports sent bv registered or certified mail must e
-agzmarked by the ma:l.=3 date. Ctherwvise, they must e
s=e1ved =v the fil.0c zate.

- wmw mw e
~ 30 Cl wvé/c =las=-

AN e =
T&8=T

TOR INFORMATION. Zall: 20
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NEW JERSEY

COMPLIANCE
TREASURERS OF POLITICAL COMMITTEES ARE RESPONSIBLE FOR FILING

ALL REPORTS ON TIME. FAILURE TO DO SO IS SUBJECT TO ENFORCEMENT
ACTION. COMMITTEES FILING ILLEGIBLE REPORTS OR USING NON-FEC
FORMS WILL BE REQUIRED TO REFILE.

NOTE: Committees that are authorized to report activity for
both the regular primary and the special primary should
indicate this on the summary page of Form 3 and
supporting schedules, as appropriate. If the candidate
has authorized a separate principal campaign committee
for the special election, this committee must file
a separate report to disclose the financial activity.
See WHAT MUST BE REPORTED, above.
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Raymond Babinski, Treasurer
Chandler for Congress Ine.
P.O. Box 898

Somerville, NI 0887

Identification Number: CO00240432

Peference: July Quarterly Report (5/17/90-6/30/90)
Dear Nr. Babinski:

This letter is prompted by the Commission’s preliminary
review of tLhe reportis) rteferenced above. The review raised
questions concerning certain information contained in the
teport(s). An {temization follows:

=A reviev of your itemized receipts indicates a possible
discrepancy in your aggregate year-to-date totals. The
renorted aggregate totals on your report should include
contributions from an individual or committes for the
cuirent calendar year (Jsnuary 1, 1990 = Present),
Please review your procedures fo: compliance with this

O requireaent and amend any reportis) ss necessary.

e

-Schedule A of your report indicetes that ‘your committes

may have failed to file ont or more of the required 48

hour notices regarding “lest minute® contributions

teceived Dby your committee after the close of books for
[ the 12 Cay Pre-Primary report, A principal campaign
‘ committee must notify che Commission, !n writing, within
\ 48 hours of any contribution of $1,000 or more received
\ between twvo and twenty days before an election. These
\ contributions are then reported on the mext ceport
[ required to be filed by the committee. To ensure that
; the Commission is notified of last minute contributions
[ of $1,000 or more to your campaign, it is rcecomaended

that you teview  your procedures for checking
\ contributions received during the aforementioned time

peried. Although the Comsission may take legal action,
an response ycu wish to make concerning this matter
v:*T—bt taken into considectation. (11 GCFA .

A written response or an amendment to your erigimal reportis)
correcting the above problem(s) should be filed with the Clerk ct
the House of Representatives, 1036 Longworth Mouse Office
Building, washington, DC 20515 within fifteen (19) days of the

.
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date of this letter.
contasct B¢ oA our tell-free
auaber 18 (201) 376-2400.
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leaso foel free te

punber, (000) @24-9500. By lecal

Sincerely,

artn Wik

Earen W, White
Reports Analyst
Reports Anslyeis Divisiom
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Clerk of the Nouse of Represantatives
1036 Longvorth Mouse Office Bullding
Washingten, b.C. 20519 .

Attentien: Xazen ¥. White
Reports Analysis Divisiea

« ol
‘-

ce kW @ zet Chandler for Congress, Img.
PEC 1D0 C00240432
July Quatterly Report (35/17-6/30/90)
-

Dear Ms. Thite:

I acknovliedge your letter of October )0, 1990 and the follov-wp
letter dated Wovember 23, 1990. Please be advised that the delay ia
Tesponse vas mot due to a8 villful disregard of those letters, but
rather an unfortunate ludlncua; of same, vwhereby I 414 not recelive
::u entil Noveaber 29, 1990. apologize for the confusion this may

ve caused.

Regarding the subject matter of your inguiry please be advised of
the folloving:

Schedule A, Iitemized receipts relating to line 11(c) erreneocusly
onlttod year-to-date totals for four contributers ia the original
111 These totals vere the sase as those reported for the
period. A corzected schedule 1s attached. S
Regarding “last minute® contributions, our recerds reflect tve /
itemns. One item vas the contribution of Melvyn Toomey llisted as [
May 20, 1990 im the amount of $1,000. The date is an apparent |
' typoqraphlical ecreor, Dbecause it vas WNr. Toomey's contribution of |
May JA, 1990 wvritten on a personal account entitled ®"Landsark of |

sonerville® vhich vas reported to the Commission on May 19, 1999 ,
Y ) P . Y

(a

-~ . “ g a . f

PO Box 198 ¢ Somerville New Jersey 088576 o (201)3020990 o Faa (201) \02-00k|
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on July 26, 1990 vé tecelived the cosnission’s letter vhich has 77 8
the clarification of trensactions betveen the candidate and campal

cosaittee and the gource of funds lcaned te the canpaliga. Pursuant I: '
eur telephone conversatlen, tlLo folloving ection vas taked.

on this date, Auqust 1 1990, the candidate has secuzed & lean throuwgh
United Jersey unk/no:tﬁvut of Randolph, Bev Jersey vhich In tutn, vas--
loaned to the enrun comaittes in order to zepay and temedy the fol-
loving loans vhich vere gepotted on Schedule C of Fors FEC N

b3

date of Joan * ~,, anognt -
april 23, 1990 s S 950,000
1990 945,000

$
- 11, 1990 - M, 000
hay 18, 1990 - © oso:ou;j
Jins 4, 1990 . S 50, |
pPlease be advised " that the candidate’s lean of may 3, 19%0 1a the
asount of 93,777,008 vae derived froa incose of the candlidate.
. . ] - e 3 . r -
ve respectfully zequest that the coszissien consider the comaittes’s
prospt teactiea te cezzect @ situation vhich eriginated out of & sisun-
derstanding as te the aature of the tzasnsactions 1a questiea.
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ClLeark of the Nouse of Representatives - page 3

f;;; other relates to & loan In the amount of 950,000 deposited on
May 21, 1990 (the same loan listed eon Scheduls ¢, Page 6 of 7
| dated May 18, 1990). This Item vas included in other correspon-
| dence regarding correctlions te loan transactiens. Clarificatioen
, @8 to "last ®inute” contributions and 1oans vas addressed during
| the pre-qeneral election peziod and since this particular item vas
included In other correspondence vith the Comalssion, ve under-
stood the Comalaslon to be avare of it ot that time. Consequently

it vas not re-addressed.

— .

1f there is additional inforsation vaquired, please contact me.

LY T AR Y O cafiuni™ PP alipad - TR | oy -

Very truly ygurs,, -
fkghgzﬂ,f > focont_
" Raymond Babinski
encl. Treasuces
"
- ° P.8. The "other correspondence® referred to abov
. ’ August 1, 199%0. o vas dated
o .
w
< )
r
-
-

..-w-am

_. (1

mu oL,

e LN )

-
1




®
® RECEIVED
F.E.C.

SECRETARIAT
T EEeTeer, W UG5 P 512
Washington, D.C. 20463

FIRST GENERAL COUNSEL’S REPORT SENS'TIVE

RAD Referral 91L-5
MUR 3119
STAFF MEMBER: Frances B. Hagan

SOURCE: I NTERNALTLY GENERATETD

RESPONDENTS: Chandler for Congress Committee
Raymond Babinski, Treasurer

RELEVANT STATUTE: 2 U.5.C. § 434(a)(6)

INTERNAL REPORTS CHECKED: Disclosure Reports, Referral Materials
FEDERAL AGENCIES CHECKED: None

I. GENERATION OF MATTER AND BACKGROUND

The Office of the General Counsel received a referral from
the Reports Analysis Division regarding the failure of the
Chandler for Congress Committee, Inc. ("the Committee") to file a
4B-hour report for one loan/contribution of $50,000. The
Chandler for Congress Committee was the principal campaign
committee of Marguerite Chandler, a candidate for the U.S. House
of Representatives in the 1990 primary election in the 12th
Congressional District of New Jersey. The primary election was
held on June 5, 1990.

II. FACTUAL AND LEGAL ANALYSIS

See Factual and Legal Analysis at Attachment B.
III. MUR 3119

On January 8, 1991, the Commission found reason to believe
that the Committee and its treasurer violated 2 U.S.C. § 441b(a)

by receiving corporate monies totaling $266,000 in the form of



candidate loans secured from the Edmar Corporation. A reason to
believe finding was also made regarding the Edmar Corporation’s
violation of 2 U.S5.C. § 441b(a). The Committee has requested
that the Commission take no further action on this issue. As
discussed below, this Office recommends that the Commission
decline this request.

In response to the reason to believe finding, the Committee
argued that because of "the corporate and tax structure of Edmar

Corporation, the funds loaned to Chandler for Congress were

*personal funds’ of the candidate within the definition set forth
at 11 C.F.R. § 110.10..." The candidate, Marguerite Chandler, is
principal stockholder of Edmar Corporation, owning 85% of the
stock.

Section 110.10(a) of the Regulations allows candidates to
make unlimited expenditures of personal funds. Personal funds
are defined as "any assets which, under applicable state
law...the candidate had legal right of access to or control over,
and with respect to which the candidate had either: (i) Legal and
rightful title, or (ii) An equitable interest." Listed among the
examples of personal funds are "dividends and proceeds from the
sale of the candidate’s stocks or other investments...."

11 C.F.R. § 110.10(b)(1) and (2).

The Committee stated that Edmar is incorporated in New Jersey
"for purposes of limited liability." However, for tax purposes,
Edmar is treated as an "S" corporation under the Internal Revenue
Code. The Technical Amendments Act of 1958 added Subchapter S to

the Internal Revenue Code. The purpose of Subchapter S is to



permit small businesses to avoid double taxation, i.e., of the
corporation and then again of shareholders. Pursuant to this
provision, a small business corporation may elect to have its
income passed through and taxed to its shareholders as ordinary
income rather than pay corporate income tax. Net operating
losses may also be passed through. A shareholder’'s gross income
is deemed to include his or her pro rata share of the gross

income of the corporation, while the aggregate amount of losses

and deductions which the shareholder may take into account may
not exceed the adjusted basis of the shares held by the
individual and the adjusted basis of any indebtedness to that

individvual. 26 U.S.C. § 1366(c) and (d). See Byrne v. C.I.R.,

361 F.2d 939 (7th Cir, 1966).

The Committee argued that because Edmar has elected to be
taxed as a Subchapter S5 corporation, Ms. Chandler’s Edmar
holdings are more appropriately characterized as personal rather
than corporate funds. The Committee also arqued that the
constitutional justifications for the Section 441b prohibition do
not apply to S corporations because such corporation "does not
pose the danger of aggregated wealth amassed through the
corporate form, since its shareholders must pay individual income
tax on its income."

The Office of the General Counsel rejects the arguments that

L

5 corpeorations should enjoy a special exemption from the
prohibitions of 2 U.S.C. § 441b. Although Edmar is treated as an
§ corporation for tax purposes, it remains a corporation for

purposes of the Federal Election Campaign Act ("the Act"). The



tax ramification of an S corporation does not remove the funds
from corporate control. Ms. Chandler’s ability to benefit from a
statute designed to provide protection against double taxation
does not change the corporate nature of the enterprise itself or
convert the corporation’s assets into personal ones.

Moreover, as noted by the Committee, there are several ways
the candidate could have converted the Edmar funds to personal
funds and avoided the corporate contribution. As contemplated in

the Regulations, she could have received a distribution of funds

or liguidated her shares. Further, she could have borrowed from
a bank against her corporate holdings, and used those funds in
the campaign. She could have made an in-kind loan of her stock
to the campaign, and the Committee could have borrowed against
that stock. The candidate could have chosen to take her interest
in Edmar in such fashion, none of which involve a lcan from the
corporate entity. Instead, the decision was made to use
corporate assets to make the loan to the Committee.

To view the Edmar funds as personal rather than corporate
funds, as the Committee suggests--solely based on tax
consequences to the shareholder--would erode the clear meaning of
the statute at Section 441b and go far beyond the Commission’s

consistent application of Section 441b to all corporations



regardless of their structure and purpose.1

Therefore, this Office recommends that the Commission reject
the Committee’s request to take no further action in this matter.
We also recommend that the Commission find reason to believe that
the Committee and treasurer violated 2 U.S.C. § 434(a)(6).

In addition, because the Chandler Committee is involved in
the investigation already underway in MUR 3119, this Office
recommends that the Commission merge RAD Referral 91L-5 with MUR

3119. However, since the Edmar Corporation is not the subject of

the RAD Referral, and thus not privy to the information therein,
we recommend that the merged matter retain the MUR number 3119.

IV. RECOMMENDATIONS

. I Open a MUR.

1 Find reason to believe that the Chandler for Congress
Committee and Raymond Babinski, as treasurer, violated
2 U.5.C. § 434(a)(6).

3 Merge 91L-5 with MUR 3119.

4. Reject the request of the Chandler for Congress
Committee and Raymond Babinski, as treasurer, to take no
further action regarding the violation of 2 U.S.C.

§ 441b(a).

1. The Commission has by regqulation allowed an exception for
political committees incorporated for liability purposes only.

11 C.F.R. § 114.12(a). The Supreme Court made a limited
exception in FEC v. Massachusetts Citizens for Life, 479 U.S. 238
(1986), for a particular type of entity organized to promote
ideas rather than for economic gain. However, these exceptions
do not apply to Edmar Corporation.




Approve the appropriate letter and the attached Factual
and Legal Analysis.

Lawrence M. Noble
General Counsel

-

S N

( o

Lois” G/. Lerner

Associate General Counsel

Attachments:
A. Referral Materials
B. Factual and Legal Analysis
C. Committee Request for No Further Action



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Chandler for Congress Committee ) RAD Referral

Raymond Babinski, as treasurer. $91L-5 and
MUR 3119

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 9, 1991, the
Commission decided by a vote of 6-0 to take the following
actions in RAD Referral #91L-5 and MUR 3119:

1. Open a MUR.

- 4 Find reason to believe that the
Chandler for Congress Committee and
Raymond Babinski, as treasurer,
violated 2 U.S.C. § 434(a)(6).

3. Merge RAD Referral #91L-5 with MUR
3119, as recommended in the General
Counsel’s Report dated August 6,
1991.

4. Reject the request of the Chandler
for Congress Committee and Raymond
Babinski, as treasurer, to take no
further action regarding the
violation of 2 U.S.C. § 441b(a).

(continued)



Federal Election Commission
Certification for RAD Referral #91L-5
and MUR 3119

August 9, 1991

Approve the appropriate letter and
the Factual and Legal Analysis, as
recommended in General Counsel’s
Report dated August 6, 1991.
Commissioners Aikens, Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively for the decision.

Attest:

p-9-9/

Date

Marjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Tues., August 6, 1991, 5:12 p.m.
Circulated to the Commission: Wed., August 7, 1991, 11:00 a.m.
Deadline for vote: Fri., August 9, 1991, 11:00 a.m.

bijf



FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20db1

August 23, 1991

Carolyn Utrecht, Esquire
Manatt, Phelps & Phillips
1200 New Hampshire Ave., N.W.
Suite 200

washington, D.C. 20036

RE: MUR 3119
Chandler for Congress
Ray Babinski, as treasurer

Dear Ms. Utrecht:

On August 9, 1991, the Federal Election Commission found that
there is reason to believe the Chandler for Congress Committee
and Raymond Babinski, as treasurer, violated 2 U.S.C.

§ 434(a)(6), a provision of the Federal Election Campaign Act of
1971, as amended ("the Act"). At the same time, the Commission
rejected the Committee’'s request to take no further action
regarding the violation of 2 U.S.C. § 441b(a). The Commission
also determined to merge this matter with ongoing MUR 3119. The
Factual and Legal Analysis, which formed a basis for the
Commission’s finding, is attached for your information.

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

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

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R.
§ 111.18(d). Upon receipt of the request, the 0ffice of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for



Carolyn Utrecht, Esquire
Page 2

pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

Requests for extensions of time will not be routinely
granted. Reguests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. 1In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

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

For your information, we have attached a brief description of
the Commission’s procedures for handling possible violations of
the Act. If you have any guestions, please contact Frances B.
Hagan, the staff member assigned to this matter, at (202)
376-8200.

n Warren McGarry
Chairman

Enclosures
Factual and Legal Analysis
Procedures



FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: Chandler for Congress MUR: 3119

Committee
Raymond Babinski, as treasurer

The Federal Election Campaign Act of 1971, as amended ("the

Act") provides that the p cipal campaign committee of a

candidate shall file

shall be made within 48 hours after receipt of such contribution
and shall include the name of the candidate and the office

sought, the identification of the contributor, and the date of

]

receipt and amount of the contributio 2 U.S.C. § 434(a)(e)(a).

Q.

This notification shall be in addition to all other reporting
requirements under the Act. 2 U.S.C. § 434(a)(6)(B). The Act
defines "identification" to mean in the case of any individual,

the name, mailing address, and occupation of each individual, as

well as the name of his or her employer; and in the case of any

other person, the full name and mailing address. 2 U.S.C.
§ 431(13

The Reports Analysis Division’s ("RAD") review of the
Committee’'s reports has identified one loan/contribution of
$50,000 that was received between the 20th day but more than 48
hours before the primary election. This contribution was a bank

loan dated May 18, 1991, and guaranteed by the candidate.



The Committee did not submit a 48-hour report for the amount
noted above, but reported the receipt on the 1990 July Quarterly
Report which covered the period May 17, 1990, through June 30,
1990. Therefore, there is reason to believe the Chandler for
Congress Committee and Raymond Babinski, as treasurer, violated

2 U.S.C. § 434(a)(6).
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September 19, 1991

Lawrence M. Noble, Esq.
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

RE: MUR 3119
Chandler for Congress
Ray Babinski, as Treasurer

Dear Mr. Noble:

This letter is in response to the Commission's rejection of
the Chandler for Congress Committee's request to take no further
action in the above-referenced matter. In view of the Commission's
determination to proceed, my clients request that the Commission
enter into pre-probable cause conciliation in this matter.

We hope that the Commission will view the circumstances and
arguments set forth in our response of March 4, 1991 as mitigating
factors and take these into account in formulating a proposal for
conciliation. As stated in that response, the candidate believes
that the funds borrowed from Edmar were her personal funds.
Moreover, as should be apparent from the Committee's reports on
file at the Commission, the Committee is essentially insolvent
and has been unable to raise funds to repay its debts. We believe
that the Commission should also consider the Committee's financial
situation in reaching an equitable settlement of this matter.

The Commission made a further finding of reason to believe
that the Committee failed to file one 48 hour special notification
of receipt of a loan during the period immediately prior to the
primary election. While the Committee correctly filed a 48 hour
notification of a contribution received on the same day as the
loan, the Committee did not believe that a candidate loan was
subject to the special reporting requirements for contributions
received during the pre-election period. 1Indeed, the Commission's
reporting form itself contributes to confusion regarding the
requirement for 48 reports. On the FEC Form 3, Detailed Summary
Page, "Loans" are treated as a different category of "Receipts"
than "Contributions." The Committee was aware that special notice
was regquired upon receipt of contributions of $1,000, but unaware
of the requirement for loans.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 3119

SENSITIVE

Raymond Babinski, as treasurer

)
)
Chandler for Congress Committee, Inc. )
)
Edmar Corporation )

]

GENERAL COUNSEL'S REPORT
Xs BACKGROUND

On January 8, 1991, based on a complaint filed with the FEC,

and on a referral from the Reports Analysis Division, the
Commission found reason to believe that the Chandler for Congress
Committee ("the Committee") and Raymond Babinski, as treasurer,
violated 2 U.S5.C. § 441b(a) by receiving $266,000 in corporate
loans from the Edmar Corporation. A reason to believe finding
was also made regarding the Edmar Corporation’s violation of
2 U.5.C. § 441Db(a).

On August 9, 1991, the Commission rejected the Committee’'s
request to take no further action regarding the violation of
2 U.5.C. § 441b(a). At the same time, based on a referral from
the Reports Analysis Division, the Commission found reason to
believe that the Committee and its treasurer violated 2 U.S.C.
§ 434(a)(6) by failing to submit a 4B-hour report for a
loan/contribution of $50,000 that was received by the Committee.
The bank loan was guaranteed by the candidate. This referral was
merged into MUR 3119.

In response to Commission action, the Committee and Edmar

Corporation requested resolution of the Section 44lb(a) matter



through pre-probable cause conciliation. At the same time, with

regard to the 2 U.S.C. § 434(a)(6) issue, the Committee requested

by letter that the Commission take no further action, "[i]n light

of the fact that the Committee failed to file only one 48-hour
report based on a misunderstanding as to the applicability of
this requirement to loans." However, in a subsequent discussion
with Committee counsel, the pre-probable cause request was also
extended to the reporting issue, thereby superseding the request

for no further action. Therefore, the Office of the General

Counsel recommends that the Commission enter into pre-probable
cause conciliation on both issues concerning the Committee as
well as with the Edmar Corporation.

II1. DISCUSSION OF CONCILIATION PROVISIONS AND CIVIL PENALTY




I111. RECOMMENDATIONS

1. Enter into conciliation with the following prior to a
finding of probable cause to believe:

a) Chandler for Congress Committee, Inc. and Raymond
Babinski, as treasurer;
b) Edmar Corporation.

[o¥]

Approve the attached proposed conciliation agreement
and the appropriate letter.

Lawrence M. Noble
General Counsel

7 ™
- BY: U o —
Date Lois G. Lerner

Associate General Counsel

Attachments
A. Request for conciliation
B. Proposed Conciliation Agreement

Staff assigned: Frances B. Hagan



FEDERAL ELECTION COMMISSION

WASHINCTONS OC Jend

MEMORANDUM

T0: LAWRENCE M. NOBLE

GENERAL COUNSEL

FROM: MARJORIE W. EMMONS
COMMISSION SECRETARY

DATE: YJECEMBER

SUBJECT:

The above-capticied document was circulated to the

Commission on TUESDAY, NOVEMBER 26, 1991 at 4:00 P.M.

Cbjection(s) have been received from zhe Commissioner(s)

as indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott

cmmissioner Josefiak

M

ommissioner McDonald XXX

O

Commissioner McGarry

Commissioner Thomas XXX

This matter will be placed con the meeting agenda

TUESDAY, DECEMBER 1991

gor = rv eVe - 8 .

Please notify us who will represent your Division befcre the

Commission on this matter.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 3119

Chandler for Congress Committee, Inc.
Raymond Babinski, as treasurer;
Edmar Corporation.

CERTIFICATION

I, Delores Harris, recording secretary for the
Federal Election Commission executive session on
December 10, 1991, do hereby certify that the Commission
decided by a vote of 5-0 to take the following actions

in MUR 3119:

) Enter into conciliation with the following
prior to a finding of probable cause to
believe:

a) Chandler for Congress Committee, Inc.
and Raymond Babinski, as treasurer;

b) Edmar Corporation.

(continued)



Federal Election Commission
Certification for MUR 3119
Tuesday, December 10, 1991

Approve the proposed conciliation agreement

and the appropriate letter, as recommended

in the General Counsel’s Report dated
November 25, 1991,

Commissioners Aikens, Elliott, Josefiak, McDonald,

and Thomas voted affirmatively for the decision;

Commissioner McGarry was not present.

Attest:

u:z;:té.gc /1 199/ Lodleneo B (Harmes

Delores R. Harris
Administrative Assistant




FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20461

pecember 17, 1991

Lyn Utrecht, Esgq.

Manatt, Phelps & Phillips

1200 New Hampshire Avenue, N.W.
Suite 200

Washington, D.C. 20036

MUR 3119

Chandler for Congress and
Ray Babinski, as treasurer
Edmar Corporation

Dear Ms. Utrecht:

On January 8, 1991, the Federal Election Commission (the
"Commission") found reason to believe that your clients,
Chandler for Congress and Ray Babinski, as treasurer, and the
Edmar Corporation, each violated 2 U.5.C. § 441b(a).
Subsequently, on August 9, 1991, the Commission found reason to
believe that Chandler for Congress and Ray Babinski, as
treasurer, also violated 2 U.S.C. § 434(a)(6). At your request,
on December 10, 1991, the Commission determined to enter into
negotiations directed towards reaching two conciliation
agreements in settlement of this matter prior to a finding of
probable cause to believe.

Enclosed are two conciliation agreements that the
Commission has approved in settlement of this matter. If your
clients agree with the provisions of the enclosed agreements,
please sign and return them, along with the civil penalties, to
the Commission. 1In light of the fact that conciliation
negotiations, prior to a finding of probable cause to believe,
are limited to a maximum of 30 days, you should respond to this
notification as soon as possible.

If you have any questions or suggestions for changes in the
agreements, or if you wish to arrange a meeting in connection
with mutually satisfactory conciliation agreements, please
contact me at (202) 219-3690.

Craig Douglas Reffner
Attorney

Enclosures
Conciliation Agreement for Chandler for Congress and
Ray Babinski, as treasurer
Conciliation Agreement for Edmar Corporation



FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20461

January 8, 1992

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Lyn Utrecht, Esgq.

Manatt, Phelps & Phillips

1200 New Hampshire Avenue, N.W.
Suite 200

washington, D.C. 20036

RE: MUR 3119
Chandler for Congress and
Ray Babinski, as treasurer
Edmar Corporation

Dear Ms. Utrecht:

On December 17, 1992, you were notified that, at your
request, the Federal Election Commission determined to enter
into negotiations directed toward reaching a conciliation
agreement in settlement of this matter prior to a finding of
probable cause to believe. On that same date you were sent a
conciliation agreement offered by the Commission in settlement
of this matter.

Please note that conciliation negotiations entered into
prior to a finding of probable cause to believe are limited to a
maximum of 30 days. To date, you have not responded to the
proposed agreement. The 30 day period for negotiations will
soon expire. Unless we receive a response from you within five
days, this Office will consider these negotiations terminated
and will proceed to the next stage of the enforcement process.

Should you have any questions, please contact me at (202)
219-3690.

Sincerely,
. 5 " E
/ L /C/

Craig Douglas Reffner
Attorney
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January 17, 1992

Lisa Klein
Assistant General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

RE: MUR 3119
Chandler for Congress
Ray Babinski, as Treasur
Edmar Corporation 2

ho 11y LI HIr g

Dear Ms. Klein:

o It is obvious that neither Edmar nor the Committee believed
the lcans to be impermissible since the Committee fully

disclosed the loans on its FEC report.

© Upon notification by the FEC that the loans were
impermissible, the Committee took immediate steps to correct
the error. Thus, the loans were outstanding only for a few

months.

o Because Edmar is an S Corporation, Ms. Chandler could
have distributed the funds to herself and loaned the money
to the Committee. As an S corporation stockholder she had
already been taxed on the earnings of the corporation.

Thus, while the Commission views all corporations as alike,
this situation may well be characterized as a technical
violation, since Ms. Chandler had beneficial interest in and

legal access to and control over these funds.

© Ms. Chandler historically has considered and used the

funds of Edmar as her own personal funds. In addition, the
Committee was, at the time of the loans, obtaining legal
advice from an attorney experienced in New Jersey election law



MANATT. PHELPS, PHILLIPS & KANTOR

Lisa Klein
January 17, 1992
Page 2

who the Committee believed was also familiar with federal
law. That attorney apparently did not know and did not
advise them that there was any problem with these loans.

o In effect, both respondents in this matter, the Committee
and Edmar Corporation, are the candidate. The Committee has
no funds and has an outstanding debt of hundreds of thousands
of dollars. The only realistic way to repay this debt will

- A

be for the candidate personally to repay it. Edmar
Corporation is Marguerite Chandler.

If you have any questions, please let me know.

Sincerely,
-

Fpn (e T

Lyﬁ Utrecht
Manatt, Phelps, Phillips & Kantor



FEDERAL ELECTION COMMISSION

WASHINGTON b

Lyn Utrecht, Esq.

Manatt, Phelps & Phillips
1200 New Hampshire Avenue,
Suite 200

washington, D.C. 20036

for Congress, Inc., and
Raymond Babinski, as treasurer
Edmar Corporation

Dear Ms. Utrecht:

Based on a complaint filed with the Federal Election
Commission (the "Commission"' on August 27, 1990, and
information supplied on behalf of your clients, Chandler for
Congress, Inc., and Ray Babinski, as treasurer, and the Edmar
Corporation, the Commission, on January 8, 1991, found that
there was reason to believe your clients violated 2 U.S.C.

§ 441b(a), and instituted an investigation of this matter.
Subsequently, based on information ascertained in the normal
course of carrying out its supervisory responsibilities, on
August 9, 1991, the Commissicn found reason to believe that yo
clients, Chandler for Congress, Inc., and Raymond Babinski, as
treasurer, violated 2 U.S.C. § 434(a)(6).

After considering all the evidence available to the
Commission, the Office of ener Counsel is prepared to
recommend that the Commis i obable cause to believe
that violations of 2 U.S ; ) and 434(a)(6) have

occurred,

The Commission may or
recommendation. Submitted
the position of the Genera
issues of the case. Withi
notice, you may file with reta I Commi
brief (ten copies if possible! stating your position on the
issues and replying to the prief of the General Counsel. (Thr
copies of such brief should alsoc be forwarded to the Qffice of
the General Counsel, if possible The General Counsel’s brie
and any brief which vou may submit will be considered by the
Commission before proceedinag to a vote of whether there 1is
probable cause to believe a violation has occurred.

ur




Lyn Utrecht, Esq.
Page 2

I1f you are unable to file a responsive brief within 15
days, you may submit a written request for an extension of time.
All requests for extensions of time must be submitted in writing
five days prior to the due date, and good cause must be
demonstrated. In addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

finding of probable cause to i requires that the
the unsel attempt £ riod of not less
but n¢ m han 90 days, tc this matter
agreement.




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of

Chandler for Congress, Inc., and MUR 3119
Raymond Babinski, as treasurer

Edmar Corporation
GENERAL COUNSEL'’'S BRIEF

STATEMENT OF THE CASE

On January 8, he Federal Election Commission (the

"Commission found reason to believe that Chandler for

Congress, Inc., and Raymond Babinski, as treasurer (collectively

referred to as the "Committee”), and the Edmar Corporation (the
"Corporation") each violated 2 U.S5.C. § 44lbl(a). The basis for
the Commission’s finding concerned $266,000 in loans provided by
the Edmar Corporation to Marguerite Chandler in connection with

her 1990 election campaign in New Jersey’'s Twelfth Congressional

o]

District. After receiving these funds, Ms. Chandler then loaned
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ssion, on August 9, 1991, also

§ 434(a)(6) for failing to file a 48 hour notice for a $50,000

In response to the Commission’s Section 441lbf(a) finding,
counsel for Respondents acknowledges that the Corporation loaned
$266,000 to Marguerite Chandler, who in turn loaned those funds
to the Committee _ounsel, however, asserts that due to the
special tax structure of Edmar Corporation, the funds loaned to
Ms. Chandler were her personal funds and not the Corporation’s
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counsel asserts that the Committee did not believe that a loan

from the candidate would be subject to the 48-hour reporting

requirements. Respondents also requested to enter into
conciliation prior to a finding of probable cause to believe
with respect to both of the Commission’s findings and the

Commission, on December 10, 1991, accepted this request.

II. ANALYSIS

A. Corporate Contributicn

Pursuant to Section 441b(a) of the Federal Election
Campaign Act of 1971, as amended (the "Act"), corporations are
prohibited from making contributions from their general treasury
funds in connection with a Federal election while political
committees are prohibited from knowingly accepting such
contributions. The Act defines the term contribution to include
a "locan" and provides that any candidate who obtains a loan in
connection with his or her campaign shall be considered to have
obtained the loan as an agent of his or her authorized
committee. 2 U.S5.C. §§ 431(8)(definition of contribution) and
432{e)(2)({candidate as agent of committee).

Under the Internal Revenue Code, small businesses may
organize themselves as Subchapter S Corporations. 26 U.S.C.

§§ 1361-1379. Under this system of organization, a business



-

retains its corporate identity, but avoids double taxation by

passing its income or losses directly through to its
shareholders, whose gross income is thereby deemed to include
his or her pro rata share of the gross income of the
corporation.

The Act permits Federal candidates to make unlimited
expenditures from their personal funds in connection with their
election campaigns. The Commission’s regulations define a

candidate’s personal funds to include any assets which, under

applicable state law, at the time he or she became a candidate,

he o

"

the candidate had legal ri access to or control over, and

u

with respect to which the candidate had either legal and
rightful title or an equitable interest. 11 C.F.R
§ 110.10(b}(1)(i)=(ii).

Respondents do not deny that Edmar Corporation provided
Marguerite Chandler $266,000 in loans in connection with her
campaign for Federal office. Rather, counsel for Respondents
argues that since Edmar Corporation is taxed as a Subchapter S
corporation, the Corporaticn's funds are actually the personal
funds of Ms. Chandler, who owns eighty-five percent (85%) of the

stock issued by the ¢
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"
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ion and is personally taxed on an
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equivalent percentage of th

orporation’s income. According to
counsel, Ms. Chandler could have obtained the funds in question

by several means other than a lcan, including: directing that

1]
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the Corporation make rsement to her; ligquidating her

inte

"
(1]

st 1in the Corporation and using

et

he proceeds in her

campaign; using her interest in the Corporation as collateral to
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obtain a bank loan; or lecaning her shares of stock in the
Corporation to the Committee for its use as collateral to obtain
a bank loan. Counsel advances the argument that in light of the
permissible methods in which Ms. Chandler could have obtained
the $266,000 in funds, which she in turn provided to the

the loans from Edmar Corporation are not the type of

corporate contribution 1 Section 441lb(a) of the Act

and as such, no purpose is serv y pursuing this matter.

As noted above, the Commission’s regulations define a

Q

candidate’s personal funds to include, inter alia, any assets in
which he or she has legal title or an equitable interest. The

fact that a candidate may b

0

a shareholder in a corporation and

0

is personally taxed on the corporation’s income, however, does

not mean that the corporation’s treasury funds will be viewed as

"

he "personal funds" of the candidate. Under the Act,
corporations are prohibited from using their treasury funds to
make contributions in connection with Federal elections and the
benefit derived from a statute designed to provide protection
against double taxation does not change the corporate nature of
an enterprise for purposes of the Act. Indeed, regardless of

the manner in which Edmar Corporation is taxed under the

Internal Revenue Code, it will retain a legal identity separate
from that of its investors. See United States v. Richardson,
469 F.2d 349, 350 (10th Cir 1972 'the legislative history of
Subchapter S5 negates any i1nference that Congress intended"”
corporations to lose their corporate character). Moreover, the

money provided to Ms. Chandler in this matter originated
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directly from Edmar Corporation’s general treasury funds in the
Chandler was required to satisfy,

form of loans which Ms. thus

evidencing that these funds were controlled by Edmar Corporation

and not Ms. Chandler.
these funds
than loans,
funds is the exact
is intended to eliminate.

the

In short,

candidate’s personal

rather in conjunction with the

the Act’'s

the loans provided to Marguerti

should not be viewed as Ms.

special tax structure of Edmar

General Counsel is prepared to

find probable cause to believe

= -
| 4

and Raymond Babinski, as

and that Edmar

vl N
-

after t

~andidate

any election.

the particular manner

Commission’s

funds should not

easurer,

lated

Although Ms. Chandler may have obtained

from Edmar Corporaticn through various means other

in which she did cobtain these

type of corporate influence that Section 441lb

regulations defining a

be read in isolation, but

provisions of Act. 1In light of

broad prohibition against corporate contributions,
te Chandler by Edmar Corporation

Chandler’s personal funds due to the

Corporation. Accordingly, the

recommend that the Commission

that Chandler

for Congress, Inc.,

violated 2 U.S.C. § 441b(a)

J

U.5.C.

441b(a).

a Federal candidate’s

{ A .

her the Clerk of the House,

ssicn (and the appropriate
f each contribution totaling
of the

more than 48 hours before

further requires this
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notification to be made within 48 hours after the receipt of the

contribution and to include the name of the candidate,

identification of the contributor, the date of receipt and the

amount of the contribution. A contribution is any gift,
subscription, loan, advance, or deposit of money or anything of
value made by any person for the purpose of influencing any
election for Federal office and the Act specifically provides
that all reports filed under Section 434 must contain, for the

appropriate reporting period, all receipts, including,

"contributions from the candidate” and "loans made by or
guaranteed by the candidate." 2 U.S.C. §§ 431(8)(definition of
contribution), 434(b)(2)(B){(contributions from candidate) and
434(b)(2)(G)(loans made by candidate). Timely disclosure of
contributions pursuant to Section 434(a)(6)(A) is in addition to
all other reporting requirements. 2 U.S.C. § 434(a)(6)(B).
Marquerite Chandler was a candidate in New Jersey’s 1990

Twelfth Congressional District Primary Election, held on June

wn

‘]

990. Under Section 434(a)(6})(A), the Committee was required to

notify the appropriate Federal and state offices of any

contributions cf $1,000 or more received during the period of
May 17, 1990 through June 2, 1990. This notice was to have been
made within 48 hours from receipt of such contributions A
review of the Committee’s 1990 July Quarterly Report, covering
the reporting period of May 17, 19290, through June 30, 1990,
shows that the Committee received a $50,000 loan from Marguerite
Chandler on May 21, 1992 -ounsel acknowledges that Respondents

failed to notify th
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Federal and state offices of
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the receipt of this candidate loan within 48 hours, arguing that

Respondents did not believe that a candidate loan was subject to

the special reporting requirements for contributions received
during the period covered by Section 434(a)(6)(A) of the Act.
Counsel notes that Respondents did file a 48 hour notification
for a contribution received on the same day as the loan and
attributes Respondents’ failure to similarly disclose the
candidate loan to the Commission’s disclosure report for

authorized committees, which provides for loans and

contributions to be accounted for separately on the detailed
summary page.

Regardless of the manner in which an authorized committee’s
receipts are accounted for within the detailed summary page of
the Commission’s disclosure reports, Section 434(a)(6)(A)
expressly provides for pre-election disclosure of all
contributions of $1,000 or more and the Act clearly defines a

contribution to include a loan. Moreover, the Act requires that

authorized committees disclose "contributions from the

" "

candidate” as well as "loans made by or guaranteed by the
candidate." 2 U.S.C. §§ 434(b)(2)(B) and 434(b)(2)(B). In any

event, Respondents’ reliance on the Commission’s disclosure

report for authorized committees is misplaced here, as
Section 434(a)(6)(A) only requires that notice be "in writing."”

Based on the above considerations, the General Counsel 1is

prepared to recommend that the Commission find probable cause to

believe that Chandler for Congress, Inc., and Raymond Babinski,

as treasurer, violated 2 U.S.C. 434(a)(6)(A).

@



LU

-8-

ITI. GENERAL COUNSEL'S RECOMMENDATIONS

Find probable cause to believe that Chandler for
Congress, Inc., and Raymond Babinski, as treasurer,
violated 2 U.S.C. §§ 44lb(a) and 434(a)(6).

Find probable cause to believe that Edmar Corporation
iolated 2 U.S.C. § d441lb(a).

AT I &mﬂawlo?al\

Date nce M. Noble
al Counsel
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July 2, 1992

Lawrence M. Noble, Esq.
General Counsel

Federal Election Commission
599 E Street, N.W.
washington, D.C. 20463

RE: MUR 3119
Chandler for Congress,
Inc. and Raymond
Babinski, as Treasurer

Dear Mr. Noble:

Oon June 29, 1992, I received your letter of June 25, 1992,
advising me that the Office of General Counsel recommends a
finding of probable cause in the above referenced matter. The
Committee’s response to the General Counsel’s brief is due on
July 14, 1992. We are hereby requesting an extension of time
until August 3, 1992 to respond. This need for an extension is
based on the previously scheduled absence of Counsel and our
resulting inability to adequately prepare a response by that
date.

For this reason, we request an extension of twenty days
setting the new deadline on August 3, 1992. Thank you for your
consideration of this request. I can be reached at (202) 463-
4320.

Sincerely,

;éfr Stlectif

Lyn Utrecht



FEDERAL ELECTION COMMISSION

WASHINGTON, D€ 20463

July 8, 1992

Lyn Utrecht, Esqg.

Manatt, Phelps, Phillips & Kantor
1200 New Hampshire Avenue, N.W.
Suite 200

Wwashington, D.C. 20036-6889

RE: MUR 3119
Chandler for Congress, Inc. and
Raymond Babinski, as treasurer

Edmar Corporation

Dear Ms. Utrecht:

This is in response to your letter dated July 2, 1992,
requesting an extension of twenty days to respond to the General
Counsel’s Brief in the above-captioned matter. After considering
the circumstances presented in your letter, the Office of the
General Counsel has granted the regquested extension. Accordingly,
your response is due by the close of business on August 3, 1992.

If you have any questions, please contact me at
(202) 219-3400.

Sincerely,

—'_--;—\L -/‘Lr‘-—- =
aig Douglas Reffner
torney
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Chandler for Congress, MUR 3119
Raymond Babinski, Treasurer;

Edmar Corporation,
Marguerite Chandler, Agent

RESPONSE TO THE GENERAL COUNSEL’S BRIEF
This memorandum 1s filed on behalf of Chandler for Congress,

Ray Babinksli, Treasurer, and Edmar Corporation, Marquerite

Chandler, Agent, 1n response to the General Counsel’s brief in
the above-referenced matter.

For the reasons set forth below, we respectfully request
that the Commission find no probable cause or take no further

action and close the file in this matter.

BACKGROUND

Margquerite Chandler was a candidate for Congress from New
Jersey 1in 1990. Between April 23, 1990 and July 18, 1990,
Ms. Chandler borrowed funds totalling $266,000 from Edmar
Corporation, an S Corporaticon of which she is the principal
stockholder, and loaned them to her principal campaign committee,
Chandler for Congress Committee. These loans were fully reported
to the Federal Election Commission.

Upon notification by the FEC that these loans appeared to be
prohibited corporate contributions, on August 1, 1990, Ms.
Chandler promptly obtained a personal line of credit from United

Jersey Bank ("UJB") pledging 900 shares of her stock in Edmar,



and repaid the funds borrowed from Edmar. Subsequently, in
September 1990, the New Jersey Republican State Committee filed
this complaint alleging that the Edmar loans violated 2 U.S.C.
§ 441b and also alleging that the line of credit obtained from
UJB might not be proper.

On January 8, 1991, the Commission found reason to believe
that the Edmar loans violated 2 U.S.C. § 441b. The Commission

found no reason to believe that the loan from UJB violated

§ 441b. The parties attempted to resolve this matter through

pre-probable cause conciliation but were unsuccessful.

LEGAL ANALYSIS
I. The Loans From Edmar Corporation Were Made With The

Candidate’s Personal Assets

The respondents 1n this matter contend that Edmar‘s status
as an S corporation means that its assets may properly be treated
as personal assets of the candidate and, therefore, that tge
loans made from Edmar funds to Ms. Chandler’s campaign were
permissible under the Act.

The Commission historically has interpreted 2 U.S.C. § 441b
as applying to all corporations and, therefore, has not inguired
into the nature of the corporation when a locan 1s made from a
corporation to a candidate or his or her committee. Recently,
however, the Courts have been less willing to accept the
Commission’s position that Section 441b applies equally to all

corporations reqgardless of differences in their corporate

o8]



structure and purposes. See, e.g., F

for Life, 479 U.S. 238 (1986).-

While Edmar 15 a different type of corporation than MCFL, we

submit that the nature of Edmar Corporation and its relationship

to the candidate, Marguerite Chandler, as its majority
shareholder, compel an additional legal analysis beyond the mere
assertion that because Edmar 1s a corporation a violation of the
law occurred. As set forth more fully below, due

corporate and tax structure of Edmar Corporation, the funds

locaned to Chandler for Congress were "personal funds" of the

randidate within the definition set forth at 11 C.F.R. § 110.10,
and, therefore, no violation occurred as a result of the Edmar
loans to Chandler for Congress.

Under Section 110.10, a candidate may make unlimited
expenditures from personal funds. Personal funds are defined as
those "...which, under applicable state law, the candidate had
legal right of access to or control over, and with respect to
which the candidate had either: (i) Legal and rightful title, or
(ii) An equitable interest." Id. The conclusion that the funds
loaned from Edmar were Ms. Chandler’s personal funds flows from

the characterization of Edmar as an "S Corporation" under federal

tax law.

1/ The Commissicon 1tself has made a distinction for one type
of corporation by regulation, l.e., an lncorporated political
committee. 11 C.F.R. § 114.12(a). Although the Act does not
make any exception for incorporated political committees, the
Commission by regulation has elected not to treat 1lncorporated
political committees as corporations subject to the Section 441b
prohibition.



Marguerite Chandler personally owns approximately 85% of the
stock of Edmar Corporation. The ownership of the remaining 15%
interest is divided among her husband and her sons. Marguerite
Chandler’s sons hold their interests pursuant to revocable
grantor trusts. Although incorporated under New Jersey law for

purposes of limited liability, Edmar has elected to be treated as

an S Corporation under the Internal Revenue Code. The primary

significance of this election 1s that as a shareholder in an S
Corporation, Ms. Chandler has, by electing S Corporation status,

accepted the burden of being taxed on the income earned by Edmar

15 1f such income were hers in all other respects, whether or not
such 1lncome was distributed to her or left in the corporation.
Wwhen no corporate distribution is made, S Corporation
shareholders must use their other personal funds to pay the tax
liability attributable to the income earned in the S Corporation.
Thus, as 85% owner of Edmar, an S Corporation, Ms. Chandler must
pay income tax on her share of the income of Edmar Corporation
even 1f she did not receive those funds as a dividend or other
corporate distribution. Under tax and corporate law, if she
elected to leave personal funds in the corporation after paying
tax on that income, it was her choice to do so.

Had Ms. Chandler wished, or had she understood the technical
significance of the Commission’s interpretation of Section 441b,
she could simply have directed that Edmar distribute $266,000 to
her rather than borrow 1t from Edmar. To the extent that the

$266,000 of corporate income had already been taxed to Marguerite

.



Chandler as an S Corporation shareholder as outlined above, such
distribution to Marguerite Chandler could have been tax-free to
her.

Thus, in these circumstances, and under the Commission’s
regulations, the funds borrowed by Ms. Chandler from Edmar were
her personal funds. She had access to and control over the funds
and legal and rightful title to 85% of the stock of Edmar, as

well as a beneficial interest in the corporation’s funds in the

same manner that a partner has with respect to partnership

funds.: If Ms. Chandler had simply elected to receive a
corporate distribution from Edmar instead of a loan, under the
Act and FEC requlations, her loan of those personal funds to her
committee would not have been questioned.

That Ms. Chandler believed these funds to be her personal
funds is also apparent from the fact that these transactions were
promptly and fully reported to the FEC. There was no attempt at
subterfuge. As a result of the fact that Edmar is an S
Corporation and that Ms. Chandler is taxed on her share of
Edmar’s income, Ms. Chandler honestly believes that the Edmar
funds are her personal assets. Her corporate and tax advisors

have given her this advice, and in the past she has treated Edmar

2/ The Commission has long recognized that partners may
access their share of partnership funds for the purpose of making
personal contributions under the Act. See FEC Advisory Opinion
1980 - 72, 1 Fed. Elec. Camp. Fin. Guide (CCH) § 5528. While a
partner’s funds used for individual political purposes must be
maintained in a separate account, there is no limit on a
partner’s ability to access his or her share of partnership
funds.

[§)]



funds as her personal assets for purposes unrelated to federal
elections.

The General Counsel’s brief in this matter does not contain
any analysis responding to the contention that Ms. Chandler’s
interest in Edmar in fact meets the standard in the FEC
regqulations governing personal assets: that is, that she has
legal and rightful title or equitable interest as well as access
to and contrel over the assets of Edmar. Instead, the Brietf

merely states the conclusion that these are not personal funds.

In support of this conclusion, the Brief cites only to language

in a 10th Circuit case to the effect that Subchapter S
corporations do not lose theilir corporate character. This
statement might well be made concerning incorporated political
committees which the FEC regulations specifically permit, as well
as corporations like MCFL which the courts have said must be
permitted to make corporate contributions. The mere fact that a
corporation is still a corporation is thus no longer a sufficient
reason standing alone to determine that a prohibited corporate
contribution has been made.

The General Counsel’s Brief does not dispute that Ms.
Chandler could simply have paid herself the money directly from
Edmar and loaned it to her campaign. Nor does the Brief dispute
that the record reflects that Ms. Chandler believed the funds to
be her own personal funds and used them accordingly in other
situations. The Brief does not explain why Ms. Chandler is not

deemed to have at least an equitable interest in and access to



and control over these funds. Thus, the General Counsel’s
position is based on the technicality that funds from an S
corporation may not be used by their owner unless the funds are

transferred through the candidate to the campaign rather than

directly from the corporation to the campaign, regardless of

Ms. Chandler’s ownership of the funds.

II. The Constitutional Justifications For The Bection 441b
Prohibition Do Not Apply to 8 Corporations
The General Counsel’s Brief at 5 asserts that the loans from

Ms. Chandler’s S corporation are "the exact type of corporate

influence that Section 441b 1s intended to eliminate." That
statement is patently absurd. To the contrary, an S Corporation
lacks the inherent dangers cited by the Congress and the Supreme
Court as justifying the restrictions set forth in Section 441b.
The primary Congressional motivation for singling out
corporations for different treatment than that accorded to
partnerships or other forms of business operation under the Act
was the corporate potential for amassing large aggregations of
wealth due to the favorable tax treatment accorded
corporations.’ The Supreme Court has described the rationale
underlyling Section 441b "as the need to restrict ‘the influence

of political war chests funneled through the corporate form,’

1/ A secondary reason underlying the Secticn 441Db
prohibition was protection of the interests of minority

shareholders. National Right to Work Committee v. FEC, 459 U.S.
197, 208 (1982); Pipefitters v. U.S., 407 U.S. 385, 414-15
(1972). This rationale is obviously irrelevant when the vast

majority of the corporation’s shares are owned by the candidate
personally.



N C, 470 U.S., at 501 (1985); to ’‘eliminate the effect of
aggregated wealth on federal elections,’ Pipefitters, 407 U.S.,
at 416; to curb the political influence of ‘those who exercise
control over large aggregations of capital,’ Automobile Workers,

at 585; and to requlate the ’‘substantial aggregations
of wealth amassed by the special advantages which go with the
corporate form of organization,’ National Rij to Wo

Commjittee, 459 U.S5., at 207." FEC v. MCFL, 479 U.S., at 257.

This justification 1s simply inapplicable to S Corporations which

are treated like partnerships under the tax rules.

As described above, an S Corporation does not pose the
danger of aggregated wealth amassed through the corporate form,
since its shareholders must pay individual income tax on its
income. Thus, there is substantial doubt that Section 441b, if
applied to prohibit a candidate from using her own funds in an
S Corporation in connection with her own campaign, would be
constitutional.

III. Based on the equities of this situation, the Commission
should take no further action and close the file in this
matter.

Even if the Commission views these loans as a corporate
contribution, the Commission should take no further action and
close 1ts file 1n this matter based on the equities and the good
faith efforts of the respondents to comply with the law.

It is obvious that neither Edmar nor the Committee believed
the loans to be i1mpermissible since the Committee fully disclosed
the loans on its FEC report. Upon notification by the FEC that

8



the loans were impermissible, the Committee took immediate steps
to correct the error. Thus, the loans were outstanding only for

a few months.

Because Edmar 1s an S Corporation, Ms. Chandler could have

distributed the funds to herself and locaned the money to the

Committee. The General Counsel’s Brief does not dispute this
fact. As an S corporation stockholder she had already been taxed
on the earnings of the corporation. Thus, while the Commission
views all corporations as alike, this situation may well be

characterized as a technlical violation, since Ms. Chandler had

beneficial interest 1n and legal access to and control over these
funds.

Ms. Chandler historically has considered and used the funds
of Edmar as her own personal funds. In addition, the Committee
was, at the time of the loans, obtaining legal advice from an
attorney experienced in New Jersey election law who the Committee
believed was also familiar with federal law. That attorney
apparently did not know and did not advise respondents that there
was any problem with these loans.

In effect, both respondents in this matter, the Committee
and Edmar Corporation, are the candidate. The Committee has no
funds and has an outstanding debt of hundreds of thousands of
dollars. The only realistic way to repay this debt will be for
the candidate perscnally to repay it. Edmar Corporation 1is
Margquerite Chandler. Thus, Ms. Chandler is already paying a

substantial price for what amounts to an unintentional mistake.

0



For the foregoing reasons, the Commission should take no
further action in this matter and close the file.
IV. The Commission should take no further action as to the

failure to file 48 hour special notifications.

The General Counsel’s Brief further recommends finding
probable cause to believe that the Committee failed to file one

48 hour special notification of receipt of a loan during the

period immediately prior to the primary election. While the

Committee correctly filed a 48 hour notification of a

contribution recelved on the same day as the loan, the Committee
did not believe that a candidate loan was subject to the special
reporting requirements for contributions received during the pre-
election period. Indeed, the Commission’s reporting form itself
contributes to confusion regarding the requirement for 48 hour
reports. On the FEC Form 3, Detailed Summary Page, "Loans" are
treated as a different category of "Receipts" than
"Contributions." The Committee was aware that special notice was
required upon receipt of contributions of $1,000, but unaware of
the requirement for loans.

By the time of the general election, the Committee was fully
aware of the 48 hour reporting requirements and filed all such
reports, including notification of receipt of loans made or
guaranteed by the candidate. In light of the fact that the

Committee failed to file only one 48 hour report based on a

misunderstanding as to the applicability of this requirement to

10



loans, we request that the Commission take no further action
regarding this reporting omission.
CONCLUSION

For the reasons set forth above, the Commission should find

no probable cause to believe that a violation of 2 U.S.C. § 441b

occurred as a result of the loans from Edmar to Chandler for

Congress and should take no further action in this matter.

Respectfully submitted,

i _
ﬂowp\,fﬁzzuﬁl_dbf

LynJUtrecht

Manatt, Phelps & Phillips

August 3, 1992
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 3119

Chandler for Congress, Inc., and
Raymond Babinski, as treasurer

Edmar Corporation

GENERAL COUNSEL'S REPORT
I. BACKGROUND
Based upon information in a complaint and the responses

received thereto, the Commission found reason to believe that

Chandler for Congress, Inc., and Raymond Babinski, as treasurer
(collectively referred to as the "Committee”), and Edmar
Corporation (the "Corporation") each violated 2 U.S.C.

§ 441b(a). The basis for the Commission’s finding concerned
$266,000 in loans made by the Corporation to the Committee in
connection with Marguerite Chandler’'s 1990 election campaign in
New Jersey’s Twelfth Congressional District. Subsequently, the
Commission found reason to believe that the Committee also
violated 2 U.S.C. § 434(a)(6). The basis for this finding arose
from an internal review of disclosure materials which showed
that the Committee failed to file a 4B hour notification for a
$50,000 loan received from the candidate.

After unsuccessfully attempting to resolve this matter
through pre-probable cause conciliation, this Office notified
Respondents that the General Counsel was prepared to recommend
that the Commission find probable cause to believe that
violations had occurred. After receiving an extension of time,

counsel for Respondents submitted a response, requesting that



- .
the Commission find no probable cause to believe or take no
further action and close the file in this matter. Attachment A.

I1. ANALYSIS
A. Section 441b(a) Violation

As noted in the General Counsel’s Brief, incorporated
herein by reference, Respondents do not dispute that the

Corporation lcaned $266,000 to the Committee. Rather,

Respondents contend that since Edmar Corporation qualifies as a

Subchapter "S" Corporation under the Internal Revenue Code,

26 U.5.C. §§ 1361-1379, the loans made to the Committee are
actually the candidate’s personal funds. Respondents note that
Ms. Chandler owns eighty-five percent (85%) of the stock issued
by the Corporation and is personally taxed on an equivalent
percentage of the Corporation’s income. Respondents also note
that given Ms. Chandler’s control over Edmar Corporation, she
could have provided the funds directly to the Committee through
a variety of methods, all of which would have been permissible
under the Act.

In response to the General Counsel’s Brief, counsel
reiterates at length her earlier argument that the funds loaned
to the Committee should be viewed as the candidate’s personal
funds and then criticizes the General Counsel’s Brief for
failing to address that contention. Attachment A at 2-6.
Contrary to counsel’s assertion, the General Counsel'’'s Brief
explained that the benefit derived from a statute designed to
provide protection against double taxation would not change the

corporate nature of an enterprise for purposes of the Federal
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Election Campaign Act. Furthermore, the General Counsel’s Brief
noted that corporations retain separate legal entities from
their investors regardless of how they are taxed under the
Internal Revenue Code. With regard to Ms. Chandler’s control
over Edmar Corporation, the General Counsel’s Brief pointed out
that the funds in question originated directly from Edmar
Corporation in the form of loans that Ms. Chandler was obligated

to repay, thus evidencing that these funds were controlled by

the Corporation and not Ms. Chandler. Finally, counsel

seemingly ignores the explanation in the General Counsel’s Brief
that the Commission’s regulations defining "personal funds"
should not be read in isoclation but rather in conjunction with
the provisions of the Act, which of course broadly prohibit
corporate contributions in connection with Federal elections.
Counsel also asserts that "there is substantial doubt that
Section 441b, if applied to prohibit a candidate from using her
own funds in an S Corporation in connection with her own
campaign, would be constitutional." 1Id. at 8. Counsel explains
that since S Corporations are treated like partnerships under
the Internal Revenue Code, they lack "the inherent dangers cited
by the Congress and the Supreme Court as justifying the
restrictions set forth in Section 441b." 1I1d. at 7-8. Edmar
Corporation, however, possesses all the characteristics of a
corporate entity prohibited from making contributions or
expenditures under Section 441b. It is distinguishable from an
MCFL corporation in that it was formed to amass capital, not to

disseminate political ideas; its resources are a function of its
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success in the economic market-place, not because of its

popularity in the political market-place; and the advantages

derived from its corporate form redound to its benefit as a
profit-making enterprise, not as a political organization. In
short, Edmar Corporation fits the description of the "type of
'traditional corporatio[n]) organized for economic gain,’

that has been the focus of regulation of corporate political

activity" sustained by the Supreme Court in reviewing 2 U.S.C.

§ 441b. Federal Election Comm’n. v. Massachusetts Citizens for
Life, Inc., 479 u.s. 238, at 259 (1986) (citation omitted). See
also Austin v. Michigan State Chamber of Commerce, 494 U.S. 652
(1990).

Finally, counsel states that "[e]ven if the Commission
views these loans as a corporate contribution, the Commission
should take no further action and close the file based on the
equities and the good faith efforts of the respondents to comply
with the law." Attachment A at 8. Counsel notes that the
Committee disclosed the loans to the Commission and, upon
notification, "took immediate steps to correct the error." 1Id.
at 8-9. Counsel also explains that during the time period in
question, Respondents were being advised by an attorney
experienced in New Jersey election law, who Respondents

"be

et
o
']

ieved was also familiar with federal law." 1Id. at 9.
According to counsel, however, that "attorney apparently did not
know and did not advise Respondents that there was a problem
with these loans."™ 1Id. Lastly, counsel states that

Ms. Chandler is "already paying a substantial price for what
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amounts to an unintentional mistake" and that the Committee "has

no funds and has an outstanding debt of hundreds of thousands of
1

dollars." 1Id.

Although Respondents refunded the $266,000 in loans
received from Edmar Corporation, the evidence shows that
did not occur within the time-frame prescribed under the
Commission’s regulations for such corrective action. 11 C,.
§ 103.3. While the Committee’s efforts may be viewed as a

mitigating factor during conciliation, the fact that these loans

were disclosed with the Commission is of little value here and
simply shows that Respondents complied with the Act’'s reporting
regquirements. 2 U.S.C. § 434(b) (committees must disclose the
receipt of all contributions, including loans). Likewise,
Respondents’ purported reliance upon inaccurate legal advice
would not serve as a basis for taking no further action in this
matter. As the United States Court of Appeals for the District
of Columbia Circuit noted, "[e]veryone in our society bears the

risk of getting bad legal advice." Ayuda, Inc., v. Thornburgh,

948 F.2d 742, 756 (D.C. Cir. 1991). 1In short, this Office
recommends that Respondents’ request that the Commission take no

further action and close the file in this matter be denied.

Q) -

. A review of disclosure materials shows that the Committee’s
urrent cash-on-hand balance totals $0 while its debts total
$838,200. The Committee, however, continues to raise funds, and
from January 1, 1991, to the present, the Committee has received
$342,114 in contributions.
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B. Section 434(a)(6) Violation

With regard to the recommendation concerning Respondents’

failure to file a 48-hour notice under 2 U.S5.C. § 434(a)(6),
counsel again argues that Respondents did not believe that a
loan from the candidate would be subject to the 48-hour
reporting requirements. In addition, counsel claims that "[b]y

i

the time of the general election,” Respondents were "fully aware
of the 48 hour reporting requirements and filed all such

reports." Counsel requests that the Commission take no further

action with respect