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REPORTS ANALYSIS REFERRAL
TO

OFFICE OF GENERAL COUNSEL

DATE: 6 Jlﬂy 1990

ANALYST: Edward Ryan

COMMITTEE: Democratic State Central Committee of

California-Federal Account

(C00105668)

Cathy Calfo, Treasurer
(November 28, 1989 to Present)

Lance H. Olson, Treasurer
(Pre-January 1, 1988 to November 27, 1989)

329 Bryant Street, Suite 3C

San Francisco, CA 94107

RELEVANT STATUTE: 11 CFR §102.5(a)(1)(i)
BACKGROUND:

Transfer Received by a Federal Account from its Non-Federal
Account

The Democratic State Central Committee of California
Federal Account ("DSCC Federal Account") received a transfer-
in from the Democratic State Central Committee of California
State Operating Account ("DSCC State Account") on February
22, 1990 totalling $25,000. A letter included with the 1990
April Quarterly Report explained that the transfer occurred
when an error was made in wiring a payment to the fundraising
firm of Gordon and Schwenkmeyer, 1Inc. {(GSI). GSI is a
telemarketing fundraising firm which raises money for both
the state and federal accounts. On February 22, 1990, the
DSCC State Account wired $25,000 which was intended to "...qgo
into GSI’'s business bank account in payment for their
fundraising services" on behalf of the DSCC State Account.
Instead, the money was wired to the custodial account
maintained by GSI for the DSCC Federal Account. The letter
further explained that the error was discovered on April 12,
1990, at which time the DSCC Federal Account refunded the
$25,000 to the DSCC State Account. A copy of the check,
drawn on the GSI custodial account maintained for the DSCC
Federal Account, dated April 12, 1990, was enclosed
(Attachment 2).
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On June 6, 1990, a Request for Additional Information
("RFAI") was sent to the DSCC Federal Account acknowledging
the receipt of the $25,000 on Line 17 of the Detailed Summary
Page and referencing a letter attached to the April Quarterly

Report explaining the circumstances surrounding the
transaction. The RFAI advised the DSCC Federal Account to
submit a supporting Schedule A for Line 17 and to provide
further clarifying information about the accounts controlled
or maintained by GSI (Attachment 3).

On June 19, 1990, Ms. Laurie Talcott responded to the
RFAI by providing a Schedule A itemizing the receipt of the
$25,000 from the DSCC State Account and a letter explaining
the relationship between GSI and the DSCC State and Federal
Accounts (Attachment 4).

OTHER PENDING MATTERS INITIATED BY RAD:

None.
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Federal Election Commission
QW F Strect, NW
Washington, D.C

20463 US4

April 13, 1990

Dear Sir/Madam,

Enclosed is the Democratic State Central Committee’s F.LE.C. repornt
for the quanier ending 3/31/9%0.

On February 22, 1990 an error was made in wiring a pavment to our
fundraising firm. Gordon and Schwenkmeyer, Inc. (GSI) maintuins «
cusiodial account for the Democratic State Central Commitiee which they
use to handle the Federal pontion of thcir fundraising activity on our
behualf. On February 22, 1990, the DSCC wired to Gordon and
Schwenkmeyer, Inc. $25.000.00 from our State Operating Account. which we
understood woula go inio GSI's business bank account ir payment for their
fundraising services on behalf of our State Commitice. By mistshe. this
money was wired to GSI's Democratic State Central Committee custodial
account, a Federal Account. The net effect of this error was thut $25,0000.tn
was transferred from a NSCC Siate Account 10 a DSCC Federal Account
This error was discovered on Agril 12, 1990 «nd immediately corrected.
Please find attached copies of the refund received by the DSCC State
Account from the DSCC Federal Account (ie. the GSI DSCC custodial
Account). Please iet us know if you need further information or
documentation regarding this transaction.

Sincerely,

AW\M

Laurie Talcon
Finance Officer

Soeo Schedule A, Line 17: $25,000,00

CA I 8IS e SR Bay (4150 MO, (OO
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FEDERAL FLECTION COMMISNMON
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Cathy Calfo, Treasurer

Democratic State Central Committee
of California Federal Account

329 Bryant Street, Buite 3C

san PFrancisco, CA 94107

identificatiun Number: C00105668&

Reference: April Quarterly Report (1/1/90-3/31/90)
Dear Ms. Calfo:

by - This letter is prompted by the Commission’s preliminary
review of the report(s) referenced above. The review raised
¢ questions concerning certain information contained in the
, reportis). An jtemization follows:
.- -The jdentification of cach contributor, including the

person’s occupation and name of employer, wmust be
. provided {f the person has contributed in excers of $200
k in the aggregate during the calendar year. Please amend
. Schedule A supporting Line 1l(e8)({) for each entry
- lacking a contributor’'s name of employer and occupation.

Note: I1f your committec has ®=made at least one effort
per solicitation, either by a written reqQuest or by an
oral request documented {n writing to obtain this

\ information from the contributor, your committee mey
have exercised "best efforts.” Under 11 CPR 104.7(Db),
o~ such effort shall consist of a clear request for the

information (i.e., name, w®mailing address, occuprtion,
. and name of employer) which request informs the
: contributor that the reporting of such Information s
= require av ., 1 you believe that your ccamittee
satisfies the °best efforts® provision, you should
provide a copy of your solicitation or an explanation of
the wmethod(s) used to obtain contribution information.
Clarification regarding “best efforts®™ seshould be
disclosed during each two year election cycle beginning
with the first report n the non-election year.
11 CFR §104.3(2)(4) (1)

<<:j -Line 17 of the Detailed Summary Page discloses $25,000 7

ee—

received during the ceporting period. A letter attached




to your report explained that an error occurred in
wiring payment from your State ereting Account to your
fundraising firm, Gordon and Schwenkmeyer, Inc. (GSI).
The letter further expleined that GSI maintains o
custodial account to handle the fundraising activity of
your federal committee. Please amend your report by
providing @& 8Schedule A to support the <ntry on Line .7
and clarifying the relationship snd accounts controlled
or maintained by GSI and your committee.

A written reenonse or an amendment to your original report(s’
correcting the above problem(s) should be filed with the rFederal
Clection Commission within fifteen (15) days of the date of this
letter. If you need assistance, please feel free to contact me on
our toll-free number, (600) €24-9530. By local number ig (202)

Edward D. Ryan

376-2480.
Reports Analyst

Reportas Analysis Division

Sincerely,
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CALIFORNIA DEMOCRATIC PARTY® ™ 20

Mr. Edward D. Ryan, Reports Analyst
Reports Analysis Division

Federal Flection Commission
Washington, D.C. 20463

R Aprit Quarterly Report (1/1/90-3/31/90)

June I8, 1990

Dear Mr. Ryan,

We've received your letter dated June 6, 1990 regarding our Apnil
Quarterly Report. We have sent out letters (see attached sample) to all
contributors requesting occupation/employer information as required by the
F.E.C. and havc sttached an an.ended report which inc':des the responscs
we have received to date. We will further amend the report when we
receive sufficient responses.

Also attached is an amended Schedule A 1o suppaort the $25.(X0.0n)
entry on line 17. Due to an administraiive c¢.10r, on February 22, 199
$25,000.00 was mistakenly wired to one of our Federal Committce bank
accounts (a transinittal aconunt used by our fundraising firm, Gordon &
Schwenkmeyei ), instcad of to the account of our fundraising firm, Gordon
and Schwenkmeyer, Inc (GSI). This mistake was due to an administrative
error in writing down the correct account number. This error was reported
to the F.E.C. on the summary page, line 17 of our April Quarterly Report,
but we did not include this amount on a Schedule A fornm. | am enclosing
a revised Schedule A which shows this $25,000.00 receipt. This crror wa.
corrected on April 12, 1990 when the federal commitice refunded this
mistaken $25,000.00 deposit 10 the State Committec. This correction will be
reported to the F.E.C. on our July Quarterly Report as a disbursement.

In your letter, you requested that we clurify our relationship witk
Gordon and Schwenkmeyer and clarify the accounts maintained for us by
GSL GSI is a telemarketing fundraising firm which raises money for both
our state committee and our federal committee. The money that they rinse

149153 won j9,0
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for our federal committee is deposited directly into a transmittal account
that GSI maintains on our behalf. Funds are d..bursed from this account
to 381 in payment of the fundraising expenses they incurr. These paymenis
to GSI are disclosed 10 the F.EC. as disbursements on all our b1 ¢
reports. If vou have any further questions, feel free 1o contact me at the
above addioss or au (415) R96-SSO3,

Sincerely,

rie Talcolt
Finance Officer
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FEDERAL ELECTION COMMISSION SENSIT'VE

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

FIRST GENERAL COUNSEL'’S REPORT

RAD Referral $#90L-30
STAFFr MEMBER: Phillip L. Wise

SOURCE: I NTERNALLY GENERATED

RESPONDENTS: Democratic State Central Committee of Califorgia
Federal Account and Cathy Calfo, as treasurer

RELEVANT STATUTES:
2 § 441b(a)
1 §

1 102.5(a)(1) (i)

INTERNAL REPORTS CHECKED: Disclosure Reports
FEDERAL AGENCIES CHECKED: None

I. GENERATION OF MATTER

The Democratic State Central Committee of California
Federal Account ("CFA") and Cathy Calfo, as treasurer, were
referred to the Office of the General Counsel by the Reports
Analysis Division ("RAD") for receiving a transfer of $25,000
from the Democratic State Central Committee of California State
Account ("State Account") during 1990. (Attachment 1). The CFA
failed to transfer-out the apparent impermissible funds within
thirty days from the date of receipt.

I1. FACTUAL AND LEGAL

Pursuant to 11 C.F.R. § 102.5(a)(1l)(i), organizations that

are political committees under the Act, which finance political

1. Lance H. Olson was the committee’s treasurer from January 1,
1987 to November 27, 1989. The present treasurer has served in
this position since November 28, 1989.
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activity in connection with both federal and non-federal

elections and have established a separate federal account, such

account shall be treated as a separate federal political

committee. Only funds subject to the prohibitions and
limitations of the Act shall be deposited in such separate
federal account. No transfers may be made to such federal
account from any other account maintained by such organization
for the purpose of financing activity in connection with

non-federal elections.

Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any
corporation, labor union, or national bank to make a
contribution or expenditure in connection with any federal
election or for any candidate, political committee, or other
person knowingly to accept or receive any contribution
prohibited by this section.

The CFA received a transfer-in from the State Account on
February 22, 1990, totaling $25,000. 1In a letter included with
the 1990 April Quarterly Report respondents claimed that the
$25,000 transfer to CFA occurred when a mistake was made in
writing down the correct account number while attempting to wire
a payment to the fundraising firm of Gordon and Schwenkmeyer,
Inc. ("G & S").2 CFA asserts that this error was corrected on

April 22, 1990, when the federal committee refunded this

2. According to respondents Gordon and Schwenkmeyer, Inc. is a
telemarketing fundraising firm which raises money for both the
CFA and the State Account.
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mistaken $25,000 deposit to the State Committee.3

It should be noted that Campaign Finance Law in California
at the time of this transfer-in did not prohibit contributions
from corporations and labor unions from being deposited into an
account established for state election activity. Corporate and
labor union contributions, which are prohibited in connection
with any federal election, may have been included in the

$25,000.00 transferred in from the state account.4

Based on the foregoing, it appears that the Democratic

State Central Committee of California Federal Account and Cathy
Calfo, as treasurer, violated 2 U.S.C. § 441b(a) and, 11 C.F.R.
§ 102.5(a)(1)(i) by transferring into its federal account
$25,000.00 from its non-federal account.

III. RECOMMENDATIONS

1. Open a MUR.

2. Find reason to believe that the Democratic State Central
Committee of California Federal Account and Cathy Calfo, as
treasurer, violated 2 U.S.C. § 441b(a), and 11 C.F.R.

§ 102.5(a)(1)(i).

3. On December 15, 1989, CFA amended its Statement Of
Organization and listed the Bank of Beverly Hills as a campaign
despository. The refund check (Attachment 1(8)) indicates that
the refund was made from the GSI custodial account at the Bank
of Beverly Hills. Therefore, it appears that CFA has listed the
GSI custodial account as a depository for the committee to
deposit funds.

4. This Office will pose questions to the respondents as to
whether the federal account had sufficient funds subject to the
prohibitions and limitations of the Act to cover all
expenditures and disbursements, during the period of time in
which the $25,000.00 from the state account remained in the
federal account.
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3. Approve the attached Factual and Legal Analysis and
appropriate letter.

Lawrence M. Noble
General Counsel

gllJJ ,{Ci() BY:

Lois G. rner

Date
Associaté General Counsel

Attachments:
1. Referral Materials
2. Factual and Legal Analysis



FEDERAL ELECTION COMMISSION

WASHINCTON D C 2046}

MEMORANDUM
TO: LAWRENCE M. NOBLE
GENERAL COUNSEL f%k
FROM: MARJORIE W. EMMONS/DELORES HARRIS
COMMISSION SECRETARY
DATE: AUGUST 24, 1990
SUBJECT: RAD REFERRAL #90L-30
FIRST GENERAL COUNSEL'S REPORT
DATED AUGUST 21, 1990.
- The above-captioned document was circulated to the
< Commission on Wednesday, Agusust 22, 1990 at 11:00 a.m. .

Objection(s) have been received from the Commissioner (s)

as indicated by the name(s) checked below:

Commissioner Aikens

N Commissioner Elliott XXX

Commissioner Jcsefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas XXX

This matter will be placed on the meeting agenda

for TUESDAY, SEPTEMBER 18, 1990

Please notify us who will represent your Division before the

Commission on this matter.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of (/§;7(LA“<?;>
RAD Referral S/30

Democratic State Central Committee of 90L-30
California Federal Account and Cathy
Calfo, as treasurer.

CERTIFICATION

1, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on
September 20, 1990, do hereby certify that the Commission
decided by a vote of 4-0 to take the following actions
with respect to RAD Referral 90L-30:

1. Open a MUR.

2, Find reason to believe that the Democratic

State Central Committee of California

Federal Account and Cathy Calfo, as treasurer,
violated 2 U.S.C. § 441b(a), and 11 C.F.R.

§ 102.5(a)(1)(i) but take no other action

and close the file.

Direct the Office of General Counsel to send
an appropriate letter pursuant to the above
actions, and the Factual and Legal Analysis
attached to the General Counsel’s report
dated August 21, 1990.

Commissioners Elliott, Josefiak, McGarry, and Thomas
voted affirmatively for the decision; Commissioners
Aikens and McDonald were not present.

Attest:

?-21-90
Date Marjorie W. Emmons
etary of the Commission
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FEDERAL ELECTION COMMISSION

WASHINGION D C 0463

September 27, 1990

Cathy Calfo, Treasurer

Democratic State Central Committee
Of California Federal Account

329 Bryant Street, Suite 3C

San Francisco, CA 94107

RE: MUR 3130

Democratic State Central
Committee Of California
Federal Account and

Cathy Calfo, as treasurer

Dear Ms. Calfo:

On September 20, 1990, the Federal Election Commission
found reason to believe that the Democratic State Central
Committee of California Federal Account ("Committee") and you,
as treasurer, violated 2 U.S.C. § 441b(a), a provision of the
Federal Election Campaign Act of 1971, as amended ("the Act").
The Commission also found reason to believe that the Committee
and you, as treasurer, violated 11 C.F.R. § 102.5(a)(1)(1i).
However, after considering the circumstances of this matter, the
Commission also determined to take no further action and closed
its file. The Factual and Legal Analysis, which formed a basis
for the Commission’s finding, is attached for your information.

The Commission reminds you that receiving a prohibited
transfer of funds into an account used to make expenditures with
regard to federal elections and failing to transfer-out such
prohibited funds within thirty days from the date of receipt,
appears to be a violation of 2 U.S.C. § 441b(a) and 11 C.F.R.

§ 102.5(a)(1)(i). You should take immediate steps to insure
that this activity does not occur in the future.

The file will be made part of the public record within 30
days. Should you wish to submit any materials to appear on the
public record, please do so within ten days of your receipt of
this letter. Such materials should be sent to the Office of the
General Counsel.
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Cathy Calfo, Treasurer
MUR 3130
Page 2

If you have any questions, please direct them to Phillip
L. Wise, the attorney assigned to this matter, at
(202) 376-8200.

Sincerely,

{4 5
"‘fe& Viiie s

— Lee Ahn Elliott
Chairman

Enclosure
Factual and Legal Analysis
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FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: Democratic State Central Committee MUR:
of California Federal Account and
Cathy Calfo, as treasurer
The Democratic State Central Committee of California
Federal Account ("CFA") and Cathy Calfo, as treasurer, were

referred to the Office of the General Counsel by the Reports

Analysis Division ("RAD") for receiving a transfer of $25,000

from the Democratic State Central Committee of California State
Account ("State Account") during 1990. The CFA failed to
transfer-out the apparent impermissible funds within thirty days
from the date of receipt.

Pursuant to 11 C.F.R. § 102.5(a)(1l)(i), organizations that
are political committees under the Act, which finance political
activity in connection with both federal and non-federal
elections and have established a separate federal account, such
account shall be treated as a separate federal political
committee. Only funds subject to the prohibitions and
limitations of the Act shall be deposited in such separate
federal account. No transfers may be made to such federal
account from any other account maintained by such organization
for the purpose of financing activity in connection with
non-federal elections.

Pursuant to 2 U.S.C. § 441b(a), it is unlawful for any

1. Lance H. Olson was the committee’s treasurer from January 1,
1987 to November 27, 1989. The present treasurer has served in
this position since November 28, 1989.
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)
corporation, labor union, or national bank to make a
contribution or expenditure in connection with any federal
election or for any candidate, political committee, or other
person knowingly to accept or receive any contribution
prohibited by this section.

The CFA received a transfer-in from the State Account on
February 22, 1990, totaling $25,000. 1In a letter included with
the 1990 April Quarterly Report respondents claimed that the
$25,000 transfer to CFA occurred when a mistake was made in
writing down the correct account number while attempting to wire
a payment to the fundraising firm of Gordon and Schwenkmeyer,

2

Inc. ("G & S"). CFA asserts that this error was corrected on

April 22, 1990, when the federal committee refunded this
mistaken $25,000 deposit to the State Committee.3

It should be noted that Campaign Finance Law in California
at the time of this transfer-in did not prohibit contributions
from corporations and labor unions from being deposited into an
account established for state election activity. Corporate and
labor union contributions, which are prohibited in connection
with any federal election, may have been included in the
$25,000.00 transferred in from the state account.

Based on the foregoing, there is reason to believe that the

Democratic State Central Committee of California Federal Account

2. According to respondents Gordon and Schwenkmeyer, Inc. is a
telemarketing fundraising firm which raises money for both the
CFA and the State Account.

3. CFA indicates that this correction will be reported as a
disbursement on its 1990 July Quarterly Report.
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and Cathy Calfo, as treasurer, violated 2 U.S.C. § 441b(a) and,
11 C.F.R. § 102.5(a)(1)(i) by transferring $25,000.00 into its

federal account from its non-federal account.
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FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463
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