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General Counsel
Federal Election Commission
999 1 Street, NW
Washington, DC 20463

Dear Counsel:

1.2:29

October 31, 1990

The Keefe for Congress 1990 committee, 120 Lexington Avenue,
Manchester,, New Hampshire 03104, Petitioner, hereby institutes a
complaint against the following respondents: Friends of Bill
Zeliff Committee, 815 Elm Street, Manchester, New Hampshire
03101; William Zeliff, Jr., Route 16B, Box cc, Jackson, New
Hampshire 03846, individually; and Richard H. Kirk, c/o Frier
of Bill Zeliff Committee, 815 Elm Street, Manchester, NH 03841
in his capacity as Treasurer of the Friends of Bill Zeliff I
Committee. Cn

In support of this complaint, the Petitioner states as
follows: 0-

According to William H. Zeliff, Jr.'s federal Financial
Disclosure statements dated July 10, 1990 and October 10, 1990,
Mr. Zeliff had very limited resources available to him for legal
loans to his campaign as of April 30, 1990. Nevertheless, his
FEC reports indicated that he has loaned his campaign
approximately $301,,500.

A. The Petitioner asserts and alleges that upon information
and belief the Respondents have violated 11 CFR Sec. 110.1(b)(1)
and 110.10 (b)(3) in that the assets and income of Sydna T.
Zeliff have been the source of contributions in excess of $1,000
made to the Friends of Bill Zeliff Committee in both the primary
and general elections.

William H. Zeliff, Jr. has stated that the $164,000 in net
proceeds from the sale of two condominiums in Sea Isle City, NJ
were loaned to his campaign. See September 22, 1990 Union Leader
article by John Distaso attached hereto as Exhibit A and October
3, 1990 press statement of William H. Zeliff, Jr. attached hereto
as Exhibit B. However, Sydna T. Zeliff had a one-half interest
in these two condos. Attached hereto as Exhibits C and D are
copies of the recorded deeds dated August 25, 1989 and November
27, 1989, evidencing Sydna Zeliff's one-half interest at the time
of sale. By law, therefore, Mr. Zeliff was only entitled to loan
one half (1/2) of the sale proceeds to his campaign.

B. The Petitioner asserts and alleges that upon information
and belief the Respondents have violated 11 CFR Sec. 114.2(b) and
(c) by accepting illegal corporate contributions in the form of
loan proceeds from White Mountain Bank earmarked for business
purposes and capital improvements to real estate.

On May 17, 1989, Bill and Sydna Zeliff received a loan of
$562,380.67 from White Mountain Bank, which loan was
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guaranteed by Christmas Farm Inn, Inc. On the same day,
Christmas Farm Inn, Inc.,, a Subchapter S corporation owned by the
Zeliffs, received a loan from said bank in the amount of
$1,287,000. Said loans were made partly to refinance existing
obligations and partly for the purpose of "capital improvements".
Attached hereto as Exhibit E is a letter dated September 29, 1990
from White Mountain Bank to Mr. and Mrs. William H. Zeliff, Jr.
Attached hereto as Exhibits F and G are confirmatory mortgages
dated October 1, 1990. See also, Exhibit B, wherein Mr. Zeliff
states that said loans were for "major renovations" or capital
improvements.

It should be noted that the above letter from White Mountain
Bank dated September 29, 1990, alleging that an "error" had been
made did not appear until one month ago, and said mortgages were
not recorded until one month ago, some 16 months after the credit
was extended by the bank. A review of Jackson, New Hampshire
Town records on October 29, 1990 revealed that no building
permits were issued by the Town of Jackson Building Department
for any capital improvements to real estate owned by the Zeliffs
or Christmas Farm Inn, Inc. during 1988, 1989 or 1990.

The diversion of funds from said loan proceeds to the
Friends of Bill Zeliff Committee would constitute an illegal
campaign contribution under federal law as cited above.
Petitioner requests an investigation and ruling with respect to
this potential diversion of funds.

C. The Petitioner asserts and alleges upon information and
belief that the Respondents have violated 11 CFR Sec. 110.1
(b)(1) and 110.10 (b)(3) and have failed to report proceeds on
sale of stocks as "holdings" or assets in Financial Disclosure
Statements filed with the Clerk of the U.S. House of
Representatives dated July 10, 1990 and October 1, 1990. Copies
of said Financial Disclosure Statements are attached hereto as
Exhibits H and I, respectively.

Proceeds from said stock sales were not disclosed as
"holdings" or assets owned by William H. Zeliff, Jr. as of April
30, 1990, and in fact Mr. Zeliff only reported "holdings" or
assets with value in the range of $3,000 to $15,000 as of that
date. Nevertheless, Mr. Zeliff loaned his campaign approximately
$192,000 after April 30, 1990. Moreover, a spokesman for the
Respondents has admitted that (1) the stock proceeds were used to
finance the campaign, and (2) "some stocks" were held jointly by
Mr. and Mrs. Zeliff. Attached hereto as Exhibit J is a Boston
Globe article dated Wednesday, October 31, 1990.

D. The Petitioner asserts and alleges that upon information
and belief the Respondents have violated 11 CFR Sec. 114.2 (b) in
that Christmas Farm Inn, Inc. may have paid Mr. Zeliff an
excessive salary in 1990, unrelated to business purposes, and
that motor vehicles owned by this corporation have been used by
the Friends of Bill Zeliff Committee for campaign purposes. See



State of New Hampshire
County of Hillsborough, SS.

Keefe for Congress 1990
FEC ID NO. C00238915

October 31, 1990

Personally appeared the above-named Joseph F. Keefe being
authorized so to do, and executed the foregoing instrument for
the purposes therein contained as his and the Keefe for Congress
1990 committee's voluntary act and deed, before me

NotAry Public
My commission expires /

ft -

R2dibit I* wherein salary paid to Respondent William H. Seliff,
Jr. t April 30, 1990 appears to equal or exceed annual
salary paid during 1988 and 1989.

Based upon the above information, Petitioners assert and
allog upon information and belief that reported loans by William
H. Selff, Jr. to the Friends of Bill Zeliff Committee in the
approximate amount of $301,500.00 came from four possible
sources:

1) Illegal personal (spousal) contributions in excess of

amounts allowed under federal law; and/or

2) Illegal corporate contributions; and/or

3) Diversion of proceeds from bank loans intended for
*capital improvements" to the Zeliffs' real estate; and/or

4) "Holdings" or assets that were not reported on his
federal Financial Disclosure statements.

The Petitioner asserts and alleges upon information and
belief that the Respondents have violated federal law as cited
above, and requests rulings as to whether said violations
occurred in an intentional, willful and knowing manner., The
Petitioner further requests expedited investigation and hearing
on these allegations, as the Respondents have failed to ceas and
desist from use of said illegal campaign contributions and haverefused to account for said funds when questioned by the pres.

Respectfully submitted,



General Counsel
Federal Election Commission
999 3 Street, NW
Washington, D.C. 20463

November 3, 1990

Petitioner herein is the Keefe for Congress 1990 Committee,
120 Lexington Avenue, Manchester, New Hampshire 03104. The
Respondents are the Friends of Bill Zeliff Committee, 815 Elm
Street, Manchester, New Hampshire 03101; William H. Zeliff, Jr.,
Route 165, Box cc, Jackson, New Hampshire 03846, individually;
and Richard H. Kirk, c/o Friends of Bill Zeliff Committee, 815
Elm Street, Manchester, New Hampshire 03846, in his capacity as
Treasurer of the Friends of Bill Zeliff Committee.

Enclosed please find the original and three copies of an
article in the November 3, 1990 edition of the Union Leader
newspaper of Manchester, New Hampshire. These have been marked
as Exhibit K and are being submitted in further evidence of
allegations contained in Petitioner's complaint dated October 31,
1990.

The Petitioner asserts and alleges upon information and
belief that statements by William H. Zeliff, Jr. contained in the
enclosed article, to wit, "Everything I have, including personal
and business, is mixed together," and "My wife and I share the
same piggy bank," constitute admissions with respect to certain
violations of federal law alleged in Petitioner's complaint.
Specifically, the Petitioner alleges upon information and belief
that such admissions constitute further evidence that the
Respondents have violated 11 CFR Sec. 110.1 (b)(1), 11 CFR Sec.
110.10 (b)(3) and 11 CFR Sec. 114.2(b).

Respectfully submitted,

KEEFE FOR CONGRESS
FEC ID No. C00238915

BY 0

State of New Hampshire November ,1990
County of Hillsborough, SS.

Personally appeared the above-named Joseph F. Keefe being
authorized so to do, and executed the foregoing instrument for
the purposes therein contained as his and the Keefe for Congress
1990 committee's voluntary act and deed, before me

Nothry Publ ic
My commission' ies _- -



FEDERAL ELECTION COMMISSION
WASH|NCTO. 0 C XN3

November 8, 1990

Joseph F. Keefe
Keefe for Congress 1990 Committee
120 Lexington Avenue
Manchester, UK 03104

Dear Mr. Keffe:

This is to acknowledge receipt on November 5, 1990, of your
letters dated October 31 and November 3, 1990. The Federal
Election Campaign Act of 1971. as amended (*the Act") and
Commission Regulations require that the contents of a complaint
be .or to and slgned In the presence of a notary public and
notarized. Your letter was not properly sworn to.

You must swear before a notary that the contents of your
complaint are true to the best of your knowledge and the notary
must represent as part of the Jurat that such swearing occurred.
A statement by the notary that the complaint was sworn to and
subscribed before his/her will be sufficient. We are sorry for
the Inconvenience that these requirements may cause you, but we
are not statutorily empowered to proceed with the handling of a
compliance action unless all the statutory requirements are
fulfilled. I 2 U.S.C. S 437g.

If you have any questions concerning this matter, please

contact Retha Dixon, Docket Chief, at (202) 376-3110.

Sincerely.

Lawrence H. Noble
General Counsel

BY: Lois G Lerner
Associate General Counsel

cc: Respondents



FEDERAL ELECTION COMMISSION
WASHWG4TON. D.C. 2043

Novmier 8, 1990

Richard H. Kirk, Treasurer
Friends of ill bollff Committee
815 Elm Street
Manchester. 13 03846

Dear Mr. Kirk:

On November 5. 1990. the Federal Election Commission
received a letter alleging that the Friends of Bill Zeliff
Committee and you, as treasurer, violated sections of the
Federal Election Campaign Act of 1971, as amended. As indicated
from the copy of the enclosed letter addressed to the
complainant, those allegations do not meet certain specified
requirements for the proper filing of a complaint. Thus, no
action viii be taken on this matter unless the allegations are
reiled meeting the requirements for a properly filed complaint.
If the matter is refiled, you vili be notified at that time.

This matter viii remain confidential for 15 days to allow
for the correction of the defects. If the defects are not cured
and the allegations are not refiled. no additional notification
will be provided and the file will be closed.

If you have any questions. please call Retha Dixon. Docket

Chief, at (202) 376-3110.

Sincerely.

Lawrence N. Noble
General Counsel

BY: Los Lerner
Associate General Counsel

Enclosures
Copy of Improper Complaint
Copy of letter to the Complainant



FEDERAL ELECTION COMMISSION
WASHINGTOI4 DC 0*3

Hovemer 8, 19,90

William Zeliff. Jr.
Route 161
Box cc
Jackson. 9N 03846

Dear Mr. Zeliff:

On November 5. 1990. the Federal Election Commission
received a letter alleging that you violated sections of the
Federal Election Campaign Act of 1971, as amended. As indicated
from the copy of the enclosed letter addressed to the
complainant, those allegations do not meet certain specified
requirements for the proper filing of a complaint. Thus, no
action will be taken on this matter unless the allegations are
reflied meeting the requirements for a properly filed complaint.
If the matter is refiled, you will be notified at that time.

This matter will remain confidential for 15 days to allow
for the correction of the defects. If the defects are not cured
and the allegations are not refiled, no additional notification
will be provided and the file will be closed.

If you have any questions, please call Retha Dixon, Docket
Chief, at (202) 376-3110.

Sincerely,

Lawrence K. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosures
Copy of Improper Complaint
Copy of letter to the Complainant
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November 26, 1990

Lawrence N. Noble, General Counsel
Federal Election Commission
999 E street NW
Washington,, DC 20463

cS --

CDl

F3 X
Dear Mr. Noble:

Thank you for yours of November 8, 1990.

I enclose herewith a revised four page Complaint dated
November 26, 1990 and two page Amendment to Complaint dated
November 26,, 1990. Said enclosures are identical to the original
Complaint dated October 31, 1990 and Amendment to Complaint dated
November 3, 1990 except that dates have been altered, a paragraph
has been added, swearing to the truth of the allegations contained
therein,, and the notarization has also been altered to reflect the
fact that said allegations have been sworn t per your letter of
November 8, 1990.

Per telephone conversation with Retha Dixon, Docket Chief,
dated November 20, 1990, 1 have been informed that there is no need
for Petitioner to re-file the Exhibits, as the original Exhibits
are still in your possession.

I hope and trust that the statutory requirements have now been
met and that the Federal Election commission can proceed with the
appropriate compliance action.

Thank you for your attention to this matter.

Very truly yours,

JFK/ ncb
Enclosures

cc: Respondents
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Q AINT

General Counsel
Federal Election Commission
999 E Street, NW
Washington, DC 20463

Dear Counsel: November 26, 1990

The Keefe for Congress 1990 committee, 120 Lexington Avenue,
Manchester, New Hampshire, 03104, Petitioner, hereby institutes a
Complaint against the following respondents: Friends of Bill Zeliff
Committee, 815 Elm Street, Manchester, New Hampshire, 03101;
William Zeliff, Jr., Route 16B, Box cc, Jackson, New Hampshire,
03846, individually; and Richard H. Kirk, c/o Friends of Bill
Zeliff Committee, 815 Elm Street, Manchester, New Hampshire, 03846,
in his capacity as Treasurer of the Friends of Bill Zeliff
Committee.

In support of this Complaint, the Petitioner states as
follows:

According to William H. Zeliff, Jr.'s Federal Financial
Disclosure Statements dated July 10, 1990 and October 10, 1990, Mr.
Zeliff had very limited resources available to him for legal loans
to his campaign as of April 30, 1990. Nevertheless, his FEC
reports indicated that he has loaned his campaign approximately
$301,500.

A. The Petitioner asserts and alleges that upon information
and belief, the Respondents have violated 11 CFR Sec. 110.1(b)(1)
and 110.10(b)(3) in that the assets and income of Sydna T. Zeliff
had been the source of contributions in excess of $1,000 made to
the Friends of Bill Zeliff Committee in both the primary and
general elections.

William H. Zeliff, Jr. has stated that the $164,000 in net
proceeds from the sale of two condominiums in Sea Isle City, New
Jersey were loaned to his campaign. See September 22, 1990 Union
Leader article by John Distaso attached hereto as Exhibit A and
October 3, 1990 press statement of William H. Zeliff, Jr. attached
hereto as Exhibit B. However, Sydna T. Zeliff had a one-half
interest in these two condos. Attached hereto as Exhibits C and D
are copies of the recorded deeds dated August 25, 1989 and November
27, 1989, evidencing Sydna Zeliff's one-half interest at the time
of sale. By law, therefore, Mr. Zeliff was only entitled to loan
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one half (1/2) of the sale proceeds to his campaign.

a. The Petitioner asserts and alleges that upon information
and belief the Uespondents have violated 11 CFR see. 114.2(b) and(c) by acempting ileal corporate contributions in the torm ofloan p from White Mountain Bank earmarked for business
purposos and capital improvements to real estate.

On May 17, 1989, Bill and Sydna Zeliff received a loan of
$562,380.67 frm White Mountain Bank, which loan was guaranteed by
Christmas Farm Inn, Inc. On the same day, Christmas Farm Inn,Inc., a Subchapter S corporation owned by the Zeliffs, received a
loan from said bank in the amount of $1,287,000. Said loans weremade partly to refinance existing obligations and partly for the

cpturpose of "Capital improvements". Attached hereto as Exhibit E is
a letter dated September 29, 1990 from White Mountain Dank to Mr.\0 and Mrs. William H. Zeliff, Jr. Attached hereto as Exhibits F and
G are confirmatory mortgages dated October 1, 1990. See also,0. Exhibit B, wherein Mr. Zeliff states that said loans were for
'major renovations" or capital improvements.

It should be noted that the above letter from White Mountain
Bank dated September 29, 1990, alleging that an "error" had been
ma e did not appear until two months ago, and said mortqag e were
not recorded until two months ago, some 16 months after the credittwas exe n de by the bank. A review of Jackson, eo Hampshire Twn00rc- on October 29, 1990, revealed that no building permits were
ismed by the Town of Jackson Building Department for any capital
i-provemts to real estate owned by the Zeliffs or Christmas Farm
Inn, Inc. during 1988, 1989 or 1990.

The diversion of funds from said loan proceeds to the FriendsCm of Bill Zeliff Committee would constitute an illegal campaign con-
tribution under federal law as cited above. Petitioner requests an
investigation and ruling with respect to this potential diversion
of funds.

C. The Petitioner asserts and alleges upon information and
belief that the Respondents have violated 11 CFR Sec. ll0.1(b)(1)
and 110.10 (b)(3) and have failed to report proceeds on sale of
stocks as "holdings" or assets in Financial Disclosure Statements
filed with the Clerk of the U.S. House of Representatives dated
July 10, 1990 and October 1, 1990. Copies of said Financial
Disclosure Statements are attached hereto as Exhibits H and I,
respectively.



ocees r said st sls wre not disolo as"holdimps' or assets ow~ne by Willija . .liff, Jr. as ofarl30, 1990, and in fact Hr. 3liff only reported "holds or asetwith vales In the range of $3,000 to $15,000 as of that date.eethe60e Mr. 3.liff loaned his camaign approxIMately $192 000after April 30, 1990. *oreove a spokesman- for the eo dethas admitted that (1) the stock procoods were used to f inano thecampaign, and (2) 0s= stocksm were held jointly by Kr. and 1rs.3liff. Attacbed hereto as Zxhibit 3 is a osgton lg_ article
dated Wededy, October 31, 1990.

D. The Petitioner asserts and alleges that upon informationand belief the Respondents have violated 11 CPR Sec. 114.2(b) inthat Christmas Farm Inn, Inc. may have paid Mr. Zeliff an excessivesalary in 1990, unrelated to business purposes, and that motorvehicles owmed by this corporation have been used by the Friends ofBill Zeliff C iittee for campaign Prpoes. See hibit ,1. where.in slary paid to Respondent William H. Zelff, Jr. through april30, 190, appears to equal or exceed annual salary paid during 1988
and 1989.

,Based upon the 'W inato, Petitioners assert and
allge upoi nfomatonari beieftht rporedloans by WilliamU. Zeliff, Jr. to the Friendt of -bill 3.1iff CONItte ifn thearimamo n ofr $301, s0.00 CM from four possible soutes:

1) Illegal personal (Spb1asal) cotributions in excons
of a01"ts allowed under feeral law; and/or

2) Illegal corporate contributions; and/or

3) Diversion of proeeds from bank loans intended for"capital improvements" to the Zeliffs, real estate;
and/or

4) "Holdings* or assets that were not reported on his
Federal Financial Disclosure Statements.

The Petitioner asserts and alleges upon information and beliefthat the Respondents have violated federal law as cited above, andrequests rulings as to whether said violations occurred in anintentional, willful and knowing manner. The Petitioner furtherrequests expedited investigation and hearing on these allegations,as the Respondents have failed to cease and desist from use of saidillegal campaign contributions and have refused to account for saidfunds when questioned by the press.
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TO COMAINT

General Counsel
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

November 26, 1990

Petitioner herein is the Keefe for Congress 1990 Committee,
120 Lexington Avenue, Manchester, New Hampshire, 03104. The
Respondents are the Friends of Bill Zeliff Committee, 815 Elm
Street, Manchester, New Hampshire, 03101; William H. Zeliff, Jr.,
Route 16B, Box cc, Jackson, New Hampshire, 03846, individually; and
Richard H. Kirk, c/o Friends of Bill Zeliff Committee, 815 Elm
Street, Manchester, New Hampshire 03846, in his capacity as
Treasurer of the Friends of Bill Zeliff Committee.

Enclosed please find the original and three copies of an
article in the November 3, 1990 edition of the Union Leader
newspaper of Manchester, New Hampshire. These have been marked as
Exhibit K and are being submitted in further evidence of allega-
tions contained in Petitioner's revised Complaint dated November
26, 1990.

The Petitioner asserts and alleges upon information and belief
that statements by William H. Zeliff, Jr. contained in the enclosed
article, to wit, "Everything I have, including personal and
business, is mixed together,' and "My wife and I share the same
piggy bank, constitute admissions with respect to certain
violations of federal law alleged in Petitioner's Complaint.
Specifically, the Petitioner alleges upon information and belief
that such admissions constitute further evidence that the
Respondents have violated 11 CFR Sec. 110.1 (b) (1), 11 CRF Sec.
110.10(b)(3) and 11 CFR Sec. 114.2(b).

I, the undersigned, Joseph F. Keefe, further swear that the
contents of the within Amendment to Complaint are true and correct
to the best of my knowledge and belief.

Respectfully submitted,

KEEFE FOR CONGRESS
FEC ID NO. C00238915

1o F.K
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Msth ,FEC
On FinancialDilosurel
Fdes Official Complaint With Commission?
Uon Lader Sta f .

Larry Brady, refusing to heed
calls for GOP unity, yesterday
filed a complaint with the Feder-

Mll Election C 0o daging'.
apparent Republican "ongres- re
sional primarym winner William
Zeliff "has willffilymisled red- -sa
eral authorities" on his per- stj

.jaoal finances. --t " -i .
Brady charged that Zeliff' has sj

provided the FEC with -incom. Is1
plete reporting of his persona -
Mices on his Onancial diaclo- Ze

Zelft'denied the charges and
-id he answered-them when -M(
Braty raised tdem -ding, the
Iptizaary election clwwama .e

Zelift said that with a recout
:orthe 1st Congr moM Distct of
Republican primar. showing a
that hislead l in rtber Af
than shrinking_.*%nm.Lury 6,s..

and what -he '4m"4oaned his
campaign.

.Finally, on his financial dis-
closure form, Zeliff reported anet loss on the property's sale."
Brady wrote.

Brady also said Zelif's finan-
cial disclosure fbrm "indicates
that he paid off $1.011,457
in mortgages on July 5, 1989. He
did not report where that money
came from on his financial
disclosure rorm." nor did he
record any new mortgages."

Zeliff said that regardless of
Brady's charges, he refinanced
the $1 million-mortgage to
finance capital improvements at
the Christmas Farm Inn in
Jackson, which he owns,

"Really," Zelilfsaid, "it wasn't
drug money or whatever else he
may think it was,"

Zeliff said thlNew Jersey
condominium sale shows up in
two separate 'awlwosure

a Recount Increse Zliff60eML PSI e4

i~t

lly playing the sore loser.""4'r
In a letter to the FEC, Brad
id that ZelifT has repeatel
tied that he is financing his
npaign with the proceeds oM
Ie of a condominium in S*Wf
eCity, N.J. • 01
He said that as of Au i
lift loaned his campalgtV 0

84,000, "yet he sold his Ne'
rse propery for,$lmWI

eover, with a $0,010
ge still owed on the propermt,
" could not have reslid 3

w-e than $7000 from the sWe 
the - s o-i*inm. This leamvs
dreancy of $107,000
men the petit from the SZ .

OPA MC , ft.SVl

fbrms. He said home
duplex sold in two "
sales.

-The first one was sold •
$129.000 and the second, fr
$135.000." Zeliff said. "TI PM
adds up to $4.000 and we hI1n
mortgages of about $100.00Si
leaving about $164,000." t rltP
figure, said Zeliff. is the bullt WI
the $184.000 he loaned '"hitl-'
campaign. I I

ZelifT said he is growing Utri~
of Brady's attacks. "At this--
point. I think we have to remindj
Larry that he is a Republ0
too, and the race is on wi
(Democratic nominee) Joe
Keefe. The primary race is
behind us. really."

Zelifr said he will make all-
figures, documents. and his
countant and banker avait.W
to the FEC to aswer
questions.

iXPRIiT A

b
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CONFIRMATORY DoRTEDJ2

MORTGAGE DEED between CHRSTShAS FARM INN, INC., with its
principal place of business in t,.., Tuwn of Jackson, New Hampshire
by (hereinafter referred to as .%;Ntqaqor), and FIRST NI-WHITE
MOUNTAIN BANK, a banking corporation with its principal place o
business in North Conway, Carroll (uusLv and Statt ot New Hampshire
(hereinafter reterred to as Mortgagee)

WITNESSETH:

That the M.orteaq~r, in c.-.n:. .*.-r.,.un of the pro-aie of the
Mortgagee to loan the MortgagoL-. ONE MILLION TWO HUNDLD EIGHiTY
SEVEN THOUSAND DOLLARS ($1,287,0QJ.00), and to loan to William H." " Z'lift, Jr. and Sydna T. Zeliff, rv': HUNDRED SIXTY TWO THOUSAND
TH1REE HUNDRED EIGiHTY AND 67/100 LCiALMS ($562, 380.67) both in
accordance with a Loan Agreement of even date, in order to secure

j the payment of Notes of cvcn ,.ste in the amount of ONE MILLION TWO
-' HUNDRED ErcirrY SEV.N THOUS;-, UOUARS ($1,287,000.00) and in order

to secure the Morgagor's G4'&-anLy at the William H. "eliff, Jr. and
Sydna.T. Zeliff ;oan of even d.sta Iii the amount of FIVE HUNDRED
SIXTY, TWO TOUSAND THREE lUNDRED EIGHTY AND 67/100 DOLLARS

* "-,, (S562,380.67), -,nd also to secure tile %.-yment and performances of
all other obligations ot 4ortgaqor to Bank, whether direct or

* *' indirect, absolute or contingent, due or to become due, now
1-, existIng or hereafter ariusing, grants to the mortgagee, vith

NO oG COVENANTS, the real estate situated in Jackson, County of
- $- Carroll and State of New hampshire, as more particularly described

in Schedule A, attached hereto and made a part hereof.

TOGETHER with all the privileges, hereditaments, leases,
license* and appurtenancess thereto in anywise appertaining or
belonging and all fixtures; and

cc TOGETHER with all buildings and improvements of any and all -

cc kind and description now or hereafter erected or placed thereon,
* and all fixtures, utilities, and all renewals or replacements

thereof, whether or not the fixtures or utilities are or shall be
-- attached to any buildings or to the real estate in any manner, said

f fixtures anu utilities are to be considered as part of the real C1
estate to the extent permitted by w. c

TO HAVE AND TO HOLD the sa-d granted premises with all the cc
privileges and appurtenances to the name belonging to the said CO

Mortgagee and it:; successors and assins to its own proper use and
benefit forever. And it, tiut said Mortgagor, and its successors
and assigns, does hereby covenant, grant and agree, to and with the
said Mortgagee, and its successors and assigns, that until the
delivery hereof it is the lawful owner of said premises, seized and
possessed thereof in its own right in fee simple, except as
hereinabove stated; in the manner aforesaid; that the said premises
are free and clear from all atJ every encumbrance whatsoever,
except as hereinabove stated; and tl.1zt it will, and its successors
and assigns shall and will, warrant ardc defend the same to the said

-tawI n r .41 % 9l.. P. i :- W. V A af t1nmW %,. 1 # 4 &w
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Mortqaqe. and its successors and assigns, against the lavfulClaims and demands of any person or persons whomsoever.
PmVIDED, NEVERTHELrSS. that if the said Mortgagor, its successorsand assigns, shall Zaithfully perform the following covenants andconditions, this Mortgage shall be void, otherwise to remain infull force.

The Mortgagor, for its successors and assigns, covenants andagrees as follows:

That it will pay the indebtedness at the time and in themanner as provided in the Note of even date, and will perform allcovenants and conditions of the Loaz. A:rerment and. Note of evendate.

That it will pay all ground rets. tax*-;, assessmrnts, waterrates and other qovernmental or municipal charges, fines orimpositions, arisinq in connectior with svid premises for whichprovision has not been made by payment as heretinbove provided, andin fault thereof the Mortgaqee may pay the same, charging such sumsto the principal of this Mortgage.

That it will provide the Mortgagee with such financialinformation including balance sveets and profit and lossstatements, as the Mortgagee may from time to time require.
That it vill keep the premises above conveyed in good orderand condition and will not comit or permit any waste thereof,reasonable wear and tear excepted.

That it will keep the structures and improvements now existingor hereafter erected on the mortgaged property insured against lossby fire and other hazards, casualtie3 and contingencies, as may berequired by the ortgagee0 and all such insurance shall be carriedin such companies and be for such periods as may be required by theMortgagee. Such policies shall be evr arsed with standard Mortgageeclause, with loss payable to the Mortgagee and Mortgagor, as itsinterests may appear, and shall be deposited with the Mortgagee.
That if the premises covered hereby, or any part thereof,shall be damaged by fire or other hazard against which insurance isheld as hereinbefore provided, the amounts paid by any Insurancecompany pursuant to the contract of insurance shall, to the extentof the indebtedness then remaining unpaid, be paid to theMortqagee, and at its option may be applied to the debt or releasedfor the repairing or rebuilding of the premises.

That if the Mortgagor fails to make any payment provided forin this Mortgage for taxes, insuranco premiums, repair of thepremises, or the like, then the Mortgagee may pay the same, and allsums so advanced, with interest thereon at the same rate as theNote hereby secured from the date of such advance, shall be payableon demand and shall be secured hereby.

0CD 4 W OC MW~F3 rPAN COA, SWOt 1 Ja



That it will not allow this Mortqage to be assumed by any
subsequent purchaser without the prior written consent of the
Mortgagee and failure to comply with this provision shall
constitute a default under this Mortgage.

That it will allow the Mortqaqee to come on the premises at
reasonable times for the purposes of inspecting the mortgaged
premises.

That in the event the premises or any part thereof shall be
taken or condemned for public or quasi public purposes, the
Mortgagor shall have no claim aqainst the award for damaqes, or be
entitled to any portion of the award until the within Mortgage
shall be paid, and all rights to damages of the Mqrtgagor are
hereby assigned to the Mortgaqee to the extent of any indebtedness
that remains unpaid, the Mortgagor, however, having the right to
appeal said award to a Court of competent jurisdiction.

That it will not voluntarily create or permit to be created
against the mortgaged premises any 1.en or liens superior to the
lien of this Mortgage, and that it will not engaqe in any secondary
financing not expressly permitted by the Mortgagee.

AND, IT IS AGREED, that on failure of performance of any of
said covenants or conditions, or of the statutory conditions, or
upon the occurrence of an Event of Default in the Loan Agreement
between the Mortgagor and ortgagee, the full sum of any unpaid
balance of the mortgage debt hereby secured shall become due ad
payable and the Mortgagee or its succeisors and assigns shall have
the SYAIUTORY POWER OF SALE, and upon comliance with the
requirements of New Hampshire law respecting a Power of Sale
mortgage foreclosure of real estate may sell the mortgaged
property, or any part therof, at public auction at som place in
the town where, the land is situated, in one or more lots, at one or
several sales, to the highest bidder, and the Mortgaigor hereby
appoints any officer of the Mortgaqee, its agents and
attorney-in-fact to sell and convey the property so sold to the
purchaser by indefeasible title discharged of all rights of
redemption by the Mortgagor or its successors and assigns or any
other person claiming under it.

It is also agreed that the Mortgagee may authorize bidders at
any foreclosure sale of the real estate which is held in
combination with a sale of personal property, pursuant to a
foreclosure sale of a Security Interest to submit one combined,
lump sum bid for the real estate described herein and secured by
this mortgage deed and for the personal property located thereon
secured by such Security Agreement. Such combined bid for the real
estate and person property will be effective to pass title to
both. The proceeds of such sale shall be accounted for in one
account without distinction between the items of security and
without assigning to them any proportion of the proceeds, and the
Mortgagor hereby waives the application of any doctrine of
marshalling.
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The Mortgaqee shall apply the proceeds of said sale or salesin payment of said mortgage debt and all costs and expensesincurred by it in the sale, including reasonable attorneyes feesand pay over the balance, if any, tc the Mortgagor or its legalr*Presentative, and the Mortgagor hereby, for itself and for itssuccessors and assiqns. covenants with the said Mortgagee, and Itssuccessors and assigns, that in case a sale or sales shall be madeunder the foregoing pover, it or they will, upon request, execute,acknovledge and deliver to the purchasers :% deed or deeds ofrelease confirming such nakc.

It is agreed that the sair. Mortgagee, its successors andassigns, or any person in their behad, may purchase at any sale orsales made as aforesaid, and that tou other purchaser shall beanswerable for the appication of "hc ir-hane money.
7%* Mort-canqr deo.- her'by .ns|iqn to the Mortqage.e all rentslut, an to hoet'e due tinder all *-istinq ! ares and under allleases vhich may be entered into in the future: provided, however,until default by the Mortgagor in the performance of any of theterms or conditions of this Mortgage, i-he Mote or any other loamdocument secured thereby, the Mortgagor shall have the right tocollect and receive the rents accruing from any such leases priorto default.

The Mortgagor hereby authorizes the Mortgagee, without waivingor affecting its right to foreclose or any other right hereunder,to take possession of the premises at any time there is a defaultin the payment of the Mortgage debt or in the perf ormance of any ofthe obligations herein contained, and, if feasible or desirable, torent the premises on account of the Mort.a.or. The expensesincurred by the Mortgagee in connect-n with its taking posss.ioand Its maintenance or operation of the mortgaged premise= shallbecome a part of the indebtedness uee4aid by this Mortgage.
The covenants herein contained shall bo:,d, and the hwnefitsanwl tidvant .T-rs -,ha I I I hegu .- I s, t - -'t Iv.' !"Itt:et.,' ors and asalgimot the parties hereto. Whenever used, the singular number shall Dinclude the plural, the plural the singular and the use of anygender shall be applicable to all genders.
This Coat Irmory Mortgage Deed is to conafir a Mortgage Deed ofMay 17, 1989 and recorded at Book 1377, Page 082.

IN WINESS Wh IEOF, CRRISTRIAS FARM INN, INC. has caused thisMortgage to be signed and sealed by its duly authorized President __this 1st day of October, 1990. ¢z

ft
- ChRisivAS FARM INN, INC.

VITNSS . ... il ldg H. 1&l ff J Lpresident
/

o-" '0 *AA W . T Afe ' ,A 0 W I . ".,



STATE o NEW KAMPSHIRE
CUMLL, SS October 1. 1990

Personally appeared the above-named William H. Zeliff, Jr. and
acknowledqed that he in the duly authorized President of Christmas

erm inn. Inc. and being authorized so to do, executed the
foregoinq instrument for the purposes therein contained as his and
the corporation's voluntary act and deed.

Defore me,

N itary Public/J. .' . .
pea" . x e
My Comm. Expires:_____
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SCNEZDUL A
A certain tract or parcel of land situate in Jackson. County of
Carroll and State of New Hampshire bounded and described asfollows, to wit:

Peqinning at an iron bar at the South side if a larae rock ampletree. at the Iart end of a stone 3 3. .) ft.'-t West of the centerof the Thorn Mt. (Dundee) Road. sai: iron bar being at thenortheast corner of land of Richard F. anJ boris E. We).-h, formerlyof grantor, and said iron bar hexna L.,0 Scr*:he.tst corn-r of landherein conveyed:

Bearino North "5 dee-o.s h..t. Ly satu Stz.. wall. 208 Leet to endof the wall:

Thence same course. 221 feet to a maple post and stone slab marked"A.B.S.". near a maple tree. at the I3rthwest corner of land ofsaid Welch:

Thence North 21 degrees 30' East, by land of grantor. 77 feet to aniron pipe at the South side of Valley Cross Road, so-called;Thence South 00 degrees 15' East. by said Valley Cross Road, 177feet:

Thence South 70 degrees 4S' East. still by said Road, 65 feet:
Thence South 52 degrees 30' East. still by said Road. 188 feet tojunction of said Valley Cross Road and said Thorn Nt. Road:
Thence South 39 degrees 30' West. by said Thorn Mt. Road,approximately 16 feet to the bound begun at.
Being the same premises conveyed to Christopher B. Johnson and Nary
Janet Johnson by deed of Geore W. Nocton dated September 6. 1951.Book 281. Page 153.

Nary Janet Johnson died on September 21, 1985.
Meaning and intendino to convey the same premises conveyed to thewithin Borrower by deed of Christopher B. Johnson dated October 9.1986 recorded at Carroll County Registry of Deeds Book 1156, Page1S0.

c: \VpS0\descrip\zeliff

cou 0 m W a Orm t * oft W tam. 4a



CONFIRMATORY MORTGAGE DEED

MORTGAGE DEED between WIlLIAJ H. ZELIFF, JR. and SYDNA TAYLOR
ZELIFF, husband and wife, of Town of Jackson, County of Carroll and
State of New Hampshire (hereinafter referred to as the
"Mortgagors"), and FIRST NH-WHITE MOUNTAIN BANK, a banking
corporation with its principal place of business in North Conway,
Carroll County and State of Mew Hampshire (hereinafter referred to
as the "Mortgagee")

WITNESSETH:

That the Mortgagors, in consideration of the promise of the
Mortgagee to loan the Mortqagors FIVE HUNDRED SIXTY TWO THOUSAND
THREE HUNDRED EIGHTY AND 67/100 DOLLARS ($562,380.67) and to loan
to Christmas Farm Inn. Inc. ONE MILLION TWO HUNDRED EIGHTY SEVEN
THOUSAND DOLLARS 1$1.287,000.00), both in accordance with a Loan
Agreement of even date, in order to secure the payment of a
Promissory Note of even date in the amount of FIVE HUNDRED SIXTY
TWO THOUSAND THREE HUNDRED EIGHTY AND 67/100 DOLLARS ($562,380.67)
and p order to secure the Morgaqors' Guaranty of the Christmas
Farmu,,nn, Inc. loan of even date in the amount of ONE MILLION Two
HUDRED EIGHTY SEVEN THOUSAND DOUARS ($1,287,000.00) and also to
secure the payment and performance of all other obligations
including future advances of Mortgagors to Bank, whether direct or
indiidect, absolute or contingent, due or to become due, now
existinq or hereafter arising, grants to the Mortgagee, with
MORTGAGE COVENANTS, the real estate situated in the Town of
Jack* i. County of Carroll and State of New Hampshire% as more
particularly described in Schedule A, attached hereto and made a
part IAereof.

TOGETHER with all the privileges, hereditaments, leases,
licenses and appurtenances thereto in anywise appertaining or
belonging and all fixtures; and

TOGETHER with all buildings and improvements of any and all
kind and description now or. hereafter erected or placed thereon,
and all fixtures, utilities, and all renewals or replacements
thereof, whether or not the fixtures or utilities are or shall be

-attached to any buildings or to the real estate in any manner, said
Sfixtures and utilities are to be considered as part of the real
estate to the extent permitted by law.

TO HAVE AND TO HOLD the said qranted premises with all the
privileges and appurtenances to the same belonging to the said
Mortgagee and its successors and assigns to its own proper use and
benefit forever. And they, the said Mortgagors, and their heirs,
executors, administrators and assigns, do hereby covenant, grant
and agree, to and with the said Mortgagee, and its successors and
assigns, that until the delivery hereof they are the lawful owners
of said premises, seized and possessed thereof in their own right
in fee simple, except as hereinabove stated; in the manner
aforesaid; that the said premises are free and clear from all and
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every encumbrance whatsoever, except as hereinabove stated: andthat they will, and their heirs, executors, administrators and
assigns shall and will, warrant and defend the same to the said
Mortgage*, and its successors and assigns, against the lawfulclaims and demands of any person or persons whomsoever.
PROVIDO, NEVERTHELESS, that if the said Mortgagors, their heirs
and assigns, shall faithfully perform the following covenants and
conditions, this Mortgage shall be void, otherwise to remain infull force.

The Mortgagors, for their heirs, executors, administrators andassigns, covenant and agree as follows:

That they will pay the indebtedness at the time and in the
manner as provided in the Promissory Note of even date, and willperform all covenants and conditions of the Promissory Note of evendate.

That they will pay all ground rents, taxes, assessments, water
rates and other governmental or municipal charges, fines or
impositions, arising in connection with said preises for whichprovision has not been made by payment as hereinabove provided, andin default thereof the Mortgagee may pay the same, charging suchsums to the principal of this Mortgage.

That they will provide the Mortgagee with such financialinformation including balance sheets and profit and loss state-ments, as the Mortgagee may from time to time require.
That they will keep the premises above conveyed in good order

and condition and will not commit or permit any waste thereof,reasonable wear and tear excepted.

That they will keep the structures and improvements now
existing or hereafter erected on the mortgaged property insuredagainst loss by fire and other hazards, casualties and contin-gencies, as may be required by the Mortgagee, and all such
insurance shall be carried in such companies and be for such
periods as may be required by the Mortgagee. such policies shall
be endorsed with standard Mortgagee clause, with loss payable to
the Mortgagee and Mortgagors, as their interests may appear, and -o
shall be deposited with the Mortgagee.That if the premises covered hereby, or any part thercof, C-shall be damaged by fire or other hazard against which insurance is Co
held as hereinbefore provided, the amounts paid by any insurance CO
company pursuant to the contract of insurance shall, to the extent C:
of the indebtedness then remaining unpaid, be paid to the
Mortgagee, and at its option may be applied to the debt or releasedfor the repairing or rebuilding of the premises.

That if the Mortgagors fail to make any Payment provided for
in this Mortgage for taxes, insurance premiums, repair of the
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premises, or the like, then the Mortgagee may pay the same, 
and all

sums so advanced, with interest thereon at the same rate as the

Promissory Note hereby secured from the date of such advance, shall

be payable on demand and shall be secured hereby.

That they will not allow this Mortgage to be assumed by any

subsequent purchaser without the prior written consent of the

Mortgagee and failure to comply with this provision shall consti-

tute a default under this Mortgage.

That they will allow the Mortgagee to come on the premises at

reasonable times for the purposes of inspecting the mortgaged

premises.

That in the event the premises or any part thereof shall be

taken or condemned for public or quasi public purposes, the

Mortgagors shall have no claim against the award for damages, or be

entitled to any portion of the award until the within Mortgage

shall be paid, and all rights to damages of the Mortgagors are

hereby assigned to the Mortgagee to the extent of any indebtedness

that remains unpaid, the Mortgagors, however, having the right to

appeal said award to a Court of competent jurisdiction.

That they will not voluntarily create or permit to be created

against the mortgaged premises any lien or liens superior to the

lien of this Mortgage, and that it will not engage in any secondary

financing not expressly permitted by the Mortgagee.

AND, IT IS AGREED, that on failure of performance of any of

said covenants or conditions, or of the statutory conditions, the

full sum of any unpaid balance of the mortgage debt hereby secured

shall become due and payable and the Mortgagee or its successors

and assigns shall have the STATUTORY POWER OF SALE, and upon

compliance with the requirements of New Hampshire law respecting a

Power of Sale mortgage foreclosure of real estate may sell the

mortgaged property, or any part thereof, at public auction at some

place in the town where the land is situated, in one or more lots,

at one or several sales, to the highest bidder, and the Mortgagors

hereby appoints any officer of the Mortgagee, its agents and rn

attorney-in-fact to sell and convey the property so sold to the

purchaser by indefeasible title discharged of all rights of

redemption by the Mortgagors or their heirs, executors,

administrators and assigns or any other person claiming under it.

It is also agreed that the Mortgagee may authorize bidders at

any foreclosure sale of the real estate which is held in

combinatioo with a sale of personal property, pursuant to a

foreclosure sa'e of a Security Agreement, to submit one combined,

lump sum bid tor the real estate described herein and secured by

this mortgage deed and for the personal property located thereon

secured by suclk security Agreement. Such combined bid for the real

estate and pcisonal property will be effective to pass title to

both. The pr_:zeds of such sale shall be accounted for in one

account without distinction between the items of security and
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vithout assigning to them any proportion of the proceeds, and theMortqaqors hereby waive the application of any doctrine ofmarshalling.

The Mortqaqee shall apply the proceeds of said sale or salesin payment of said mortgage debt and all costs and expensesincurred by it in the sale, including reasonable attorneyss feesand pay over the balance, if any, to the Mortgagors or their legalrepresentative, and the Mortgaqors hereby, for themselves and fortheir heirs, executors, administrators and assigns, covenant withthe said Mortgagee. and its successors and assigns, that in case asale or sales shall be made under the foregoing power, it or theywill, upon request, execute, acknowledge and deliver to thepurchasers a deed or deeds of release confirming such sale.
It is agreed that the said mortgagee, its successors andassigns, or any person in their behalf, say purchase at any sale orsales made as aforesaid, and that no other purchaser shall beanswerable for the application of the purchase money.
The Mortgagors do hereby assign to the Mortgagee all rents dueand to become due under all existing leases and under all leases orrental agreements which may be entered into in the future:provided, however, until default by the Mortqgaors in theperformance of any of the terms or conditions of this Mortgage, thePromissory Note or any other loan document secured thereby, theortqaqors shall have the right to collect and receive the rentsaccruing from any such leases prior to default.

The Mortgagor* hereby authorize the Mortgagee, without Waivingor affecting its right to foreclose or any other right hereunder,to take possession of the premises at any time there is a defaultin the payment of the mortgage debt or in the performanc of any ofthe obligations herein contained, and, if feasible or desirable, torent the premises on account of the Mortgagors. The expensesincurred by the Mortgagee in connection with its taking Possession Wand its maintenance or operation of the mortgaged presises shall Wbecome a part of the indebtedness secured by this Mortgage.
The covenants herein contained shall bind, and the benefitsand advantages shall inure to the respective heirs, executors, -administrators, successors and assigns of the parties hereto.Whenever used, the singular number shall include the plural, the CIplural the singular and the use of any gender shall be applicableto all genders. 

cc
CoThis Confirmatory Mortgage Deed is intended to confirm thefull terms for Mortgage Deed of May 17, 1989 recorded at Book 1377,Page 072.

IN WITmS WHEREOF, WILLIAM H. ZELIFF, JR. and SYONA TAYLRZELIFF have caused this Mortgaqe to be signed and sealed this 1stday of October, 1990.

C 3 IFAUWN 46M&f PA LVn~~v ^v,_AW



witness X0

Witness

STATE OF NEW HAMPSHIRE
CARRLL, SS.

WILLIAM K. 5 JR.

O oeA T. Z LIF 0

October 1, 1990

Personally appeared the above-named William H . Zeliff, Jr. and
Sydna T. Zeliff and acknovledqed to me that they executed the
foregoinq instrument for the purposes contained therein as their
free and voluntary act and deed.

Be fore me.

NoayPublic/Nm-

My Comm. Expires:_______

E.• :m.!_ -'M7ONW r:Emu, o, m ....
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Certain tracts or parcels of land situate in the Town of Jackson.County ot Carroll and State Of 1ew Hampshire, being moreparticularly bounded and described as follows:

iu-ACT op:

"Three parcels at land together with all buildings thereonsituate in Jackson. County of Carroll. State of flew Hampshire.and bounded and described as follows:

"PACSL #1. Christmas Farm Inn Lot:
"Beginning at an iron pipe at a corner of stone walls at the Eastside of the five-mile Circuit Poad. said iron pipe at theSouthwest corner of land of Martha E. HcAleer. formerly of AliceStrahan Gotf. and said iron pipe being at the forthwest corner ofParcel 41 herein conveyed; bearing South 62 degrees East. by landof said HcAleer and by said stone wal. 309 feet to a pickedstone at a corner of walls at the Northwest corner of land ofsaid McAleer. formerly of said Richard F. and Doris E. Welch(Parcel 3-9): thence Southerly. still by land of said McAleer andstill by stone wall. 357 feet to an iron pipe at a corner ofwells on the North line of land of John J. and Relene E. fClvoy,formerly of said Welchs" (Lot 4); thence the following coursesand distances, by land of said McLvoys': North 72 degrees 30'West. by stone wall. 31 feet to an Iron pipe; South 7 degreesWest. across the head of an old cattl, lame, 14 feet to a cornerof walls; South 12 degrees West. by stone wall. 61 feet: South 60degrees 15" West. by stone wall. 33 feet: South 17 degrees 15"West. by stone wall. 63 feet; South 11 degrees 4S" West. by stonewell. 80 feet to an iron pipe at a corner of walls at theNorthwest corner of land of Edward W. Diegoli, Jr. and Jennie . XDiegoli, formerly of said welchs' (Lot 10); thence South 40 wdegrees West, by land of said Diegolis'. 316 feet to an iron 40P

pipe; thence the following courses and distances by land of said #%4Welchs' (Lots 10-A and 20): North 74 degrees IS' West, 217 feetto an 'x' mark in the top of a boulder; same course. 61 feet toan iron pipe near the East bank of a brook: South 65 degrees 4S'5West. 173.5 feet to an iron pipe; thence the following coursesand distances by land of said Welchs' and by the Cast side of anew roadway: North 22 degrees East. 39 feet to an Iron pipe;North 5 degrees 30 elst. 69.7 feet to an iron pipe: North 12degrees -30' Vest 251 feet to a stone post at the East side ofsaid five-mile Circuit Road., thence Northeasterly, by saidfive-mile Circuit Road. approximately 781 feet to the bound begunat. Saving, excepting and reserving nevertheless that parcelwith the buildings thereon formerly held and used as theGrantors' homestead buildings constructed in the northwesterlymost corner of the within described tract and Easterly ofFive-Nile Circuit Road and which parcel hereby saved, exceptedand reserved is more particularly bounded and described asfollows:

ga r: sot,%



"Commencing at the Jorthwesterly most corner of the parcel hereby
released, at an iron pipe at a junction of stone walls on the
Easterly side of said Black Mountain Road: thence running by land
now or formerly of iartha E. McAleer at an Easterly course of
approximately South b2 degrees 43' 43" East. 308.56 feet by which
line is evidenced on the face of the earth by a stone wall, to a
wooden stake at the junction of walls where one meets Southerly
therefrom: thence running to the right still by stone wall. and
by land now or formerly of said Martha E. McAleer. South 4
degrees 8" 40" East, being the approximate course and a distance
of 126.44 feet to a stake in said wall; thence still by said wall
and turning to the left approximately on a course of South 7
degrees 11' 20" East. a distance of 160.42 feet to a wooden stake
at an angle in said wall; thence turning to the right and running
by remaining land of said Grantors, Ilorth 65 degrees 20" 23% w
Vest. 510.76 feet to a wooden stake in a stone wall on the
Easterly edge of said Black Mountain Road: thence running by said
Black Mountain Road Northerly. and which by its Easterly edge is
depicted by a stone wall in an approximate course of llorth 36
degrees 57' 43- East. a total distance of 267.26 feet to said
place of beginning.

"A&RCEL #2. Swiminn Pool Lot:

"$eginning at an iron pipe at the West side of said five-mile
Circuit Road. said iron pipe being at the Ifortheast corner of
land of J. Arthur and Rachel R. Doucettes. formerly of Robert W.
and Carlene Oven: bearing North 65 degrees 450 West. by land of
said Doucattes, 283 feet to an iron pipe in a stone wall at the
East side of the Old Ditson Entrance Road. and at the South
corner of land of Andrew S. Harris, formerly of said Robert W.
and Carlene Owen; thence North 24 degrees 30' East. by land of
said Harris and by a short piece of stone wall. 405 feet to stone
slab marked 'A.B.S.* near a maple tree at the Southwest corner of
land of Christopher B. and Mary Janet Johnson. formerly of George
W. Horton; thence South 75 degrees East. by land of said
Johnsons', 221 feet to a stone wall; thence same course, still by
land of said Johnsons' and by said stone wall. 208 feet to an
iron bar at the West side of said five-mile Circuit Road: thence
Southwesterly, by said five-mile Circuit Road. 495 foeet to the
bound begun at.

"PARCEL 83. Pump House Lot:

"Beginning at an iron pipe at the North side of the Valley Cross
Road. so-called, leading from the five-mile Circuit Road to the
Carter Notch Road. and at land of Henry W. Kendall. formerly of
L. Winthrop Pitman: Bearing North 28 degrees 30' East, by an old
wire fence and land of said Kendall. 45 feet to a stone post;
thence North 55 degrees West, still be wire fence and land of
said Kendall. 250 feet to an iron pipe on the East bank of the
Wildcat River: thence same course. st11 by land of said Kendall.
to said Wildcat River: thence Southwesterly, by said Wildcat
River. as it trends downstream, approximately 58 feet to said
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Valley Cross Road at the iron bridge: thence SoutheasterlY. bysaid Road. to a point on the river bank: thence stillSoutheasterly. by said Road. approximately 257 feet to the boundbegun at.

"The above tracts including that reserved to these Grantors isall in the same as had by these Grantors under deed of Doris 8.and Richard F. Welch dated June 30, 1971, and recorded in CarrollCounty Records. Book 488, Page 303. The quoted portions abovehave been copied therefrom.

"The three parcels hereby conveyed have been surveyed at varioustimes by Roger S. Burnell of Conway, flew lampshire. with hisrevision being February 9. 1970. The reserved parcel wassurveyed by Valley Engineering Associates of North Conway, flewHampshire. on October 21. 1974. and as depicted thereon as$Parcel A' having 2.4 acres more or less.
"There is further saved, excepted and reserved nevertheless tothe reserved parcel which is to be held by these Grantors as an 2appurtenance thereto, the common right to use, hook on to andtake water from the well located on the within conveyed Property
for domestic purposes. The water right as hereunder reserved andheld as appurtenant to the reserved premises shall be in commonwith the right to use the same by the within granted promisesprovided the Grantors. their successors a d assigns shall pay ctheir fair proportionate cost of use of said well and any to
electricity necessary for the pumping thereof and maintenance to Cftthe same. ftrthrmore, this water right may be used byconnection to the subsurface water line as it leads from the wellto the reserved property via the Christmas Farm Inn with theright to enter at all reasonable time and times for the purposeof inspectimg. maintaining. repairing and/or repleinq saidsubsurface water line and with the further right to relocate saidpipe line directly from the storage facility at the well site tothe reserved premises. In explanation, the PIPe line as it nowserves the reserved premises leads through Christmas Farm Inn andat the sole expense of the Grantors. their heirs and assigns, thesame may be relocated at a mutually convenient location and runfrom the storage facility directly by underground pipe line tothe reserved premises and in the event of such relocation, suchfirst relocation under the surface of the ground shall then fixthe location of the reserved right of way hereunder for saidpipe line. The sole obligation of the reserved promises to bairtheir fair proportionate cost of maintaining said water sourceshall apply only to the water source, any Pumping device from thewater source and the storage facility but shall not apply to thepipe line save the pipe line to the extent as it leads throughthe reserved premises and from Christmas Farm Inn. Oncerelocation occurs, the entire pipe line as it leads directly fromthe storage facility to the reserved premises shall be borneexclusively by the Grantors, their successors and assigns."

Meaning and intending to describe and convey the same premises
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onveyed to William H. Zeliff. Jr. and Sydna T. Zeliff byWarranty Deed of James F. Powers and Eva A. Powers. dated Hay 15.1976. Recorded at Carroll County Registry Of Deeds. Book 623.
Page 232.

TRACI TWO:

"RESTAURANT LQT:

"A certain parcel or tract of land. with the buildings thereon.(known as the Restaurant Lot). situated in the Town of Jackson.Carroll County. State of New Hampshire. bounded and described as
follows:

"Beginning at a bound, being an iron pipe and stones at theSoutheast corner of a lot of land sold by William w. Trickey andGeorge P. Tricksy to Joseph Weber. Jr.: thence North 30 degreesEast, 6 rods to an iron hub: thence North 62 degrees West. to theeast side of the main road from Jackson Falls House to Glen mStation; thence down the side of the same road, 3 rods and 6links to an iron pipe and stone: thence South 22 degrees East, to
the point of beginning.

"ALSO a right of way across a certain parcel of land on theSoutherly side of the above described premises between the abovedescribed premises and land now or formerly of Mrs. Morton C.Harriman. 
(0gO

"The above parcel is conveyed SUIJECT TO water system easement,Rodney and Ellen Charles to Jackson Water Precinct, dated January30. 1982. recorded in Carroll County Records, Book 848. Page 18.

"TOGEYWKR ALSO with a sever drainage easement on to other land ofsaid Charles (hereinafter referred to as the 'Charles House Lot')situate in said Jackson. bounded and described as follows:
TRACT THREE:

-CHARLES HOSK LOT:

"A certain tract or parcel of land situated in Jackson. Carroll
County, State Of New Hampshire. easterly or southeasterly ofState Highway Route 16-A. so-called, and bounded and described asfollows: *eginning at an iron post set in the ground at a point50 feet from the easterly or southeasterly side of said Route16-A, and thence running southwesterly by land of Hatch. on aline parallel with the easterly or southeasterly side of Route16-A. 56 feet, more or less, to a stone wall at the southwesterly
corner of the premises hereby conveyed; thence southeasterly alonga stone wall, by land of Freeman, 110.90 feet to a large boulder;thence South 53 degrees 15' East, by land of Frost, 347.20 feetto a square stone post set in the ground; thence North 30 degrees2' East. 224.12 feet to a square stone post in the ground; thenceNorth 67 degrees West, by other land of the grantors, 140.04
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feet. to an iron post in the ground: thence North 75 degrees 31'West, by said other land of the grantors, 164.78 feet to an ironpost in the ground: thence North 59 degrees West. 137.10 feet. byother land of the grantors, to a point of beginning.

parcel of land (the Charles House Lot),. TOGETHER WITH the rightto maintain, repair, improve and replace, when necessary orconvenient. said leach field, and all structures or appurtenancesused in connection with the operation of said leach field".
"TOGETHER ALSO with the right to enter said parcel of land(Charles House Lot) for all of the foregoing purposes, whenevernecessary or convenient. Whenever work is done on the aboveparcel of land (Charles House Lot), the Grantees agree to returnthe surface of the earth to its original condition, in so far aspractical.

"Said sewer drainage easement shall be binding upon and inure tothe benefit of all parties hereto and their respective heirs,administrators, executors and assigns."

Meaning and intending to describe and convey Tract 2 and Tract 3as conveyed to William H. Zeliff. Jr. and Sydna T. Zeliff byRodney C. Charles and Ellen M. Charles by Warranty Deed datedJuly 1. 1982 and recorded at the Carroll County Registry of Deedsat Book 857, Page 261.

Hortgagors release all rights of homestead herein.

c:dw4/deeds/wszeliff

-"s C

9,

IV

4co



NAMR IMMK Orl Fr

Rose )LS er cc

U -k - S AI -AK - - I~ 
;i

arWlow

ou w a* -J maa minu W au l
36 #A Wmm bNM ~jMa odm lmMA W %-& Uf Uf 4f -0 f2d Ww a 1

Sbe

-M Ac I ---

Mw if t - I= bmacb-S

~~a Gs am sumb~
ar on Q~ &Ud 4r 8~U b
NN - wL

a& ba"Nomm- I/

4MdM* /



7 0 O3 IS 4woa rm muir..,.

"Ooa WN s PMLawm son&mmW wSlmMm m ohmj. aa

now w OP - M f " en f o m f t um'atSmSW

L'6~ i~ ~=OVUM wb ogAw. 1t imu E

mawSim m b 1
ft TUN s Em y "=

re G

A.Ml

W Now auft

wows

ScdmI tL~bs

PMa unaTMM*A

- -~-~ ~

5au~
bw

~a1Ka.& ~5 1 L ~

ommownouss Wmm..m mpWM

qwfiw U4

a

Dam

"WMNMNMNNMNM
qmmmmwmm

ONWMMNMMNNM

"Woommummom

40mummomm

ow"Mmummu

qmmmmwmmrjmmb

40MMMMMEMWAM

aummummumim

WM=WWMMWAM

40000MIMMMIM 4

woommommul.

Mmmomomm

mwmmwm

mwmmm

mmlllmmw



x'MM AND INK WVHONULIFAL DIWXCVUR&wwAS OVA OAtV6Wmcm 1 iN ThIETONK FI R& IDISDAM M ?IINVOUNAYIOWstLOw Iv
CNNO AS O AL0?go--

".p. A s A V . sa I~V%* o &&R A-rn ~ m AMr - .l.41j',

' f Sb * 4 -tU -M -- wdM. MCi MCMnus

kommwINcwwr

=Sa wm

nnw

4wO am mmaifm b £lfmeIowsoa o*fp odmqf
IPM o alofida " oU- mefttp

on "f-~
mftftwt mn#& s

a odfd W w mdwUsAs

m mm

~~op



T. pNows
a w 4a 100 uALbww O MU G rot"UWV aats

'm am* 0-m ommu ,asm
0, m ob h.N Om~ ~~a a a

'~ w ~wm

YL --

wo" ttf Mia__w W o e AN" o
rupmm . - - af

rw vAU aM bdkW 4 WI
A____es fEWaftnoUa m m u I&mm mnm Q f -m

aft

I~ 6~- twill-_

u~am& R. ma

WA stw owrv he omw s "GASaY

VS.5VW M -A&M~



Williama googol. Ji

oriS Po at it a$as-mO5 b l

Clbll f ael so-ee.e late
,OsOts. U.U

ebuossmssae a ieeeagesotate
joelse. -..

*oole oe ill3. ar.o
8446960. w.w

VestOs..y eee*ologog00.oli

loots.. *e, I...getl

*oeloe. . a

BloiesBe lo Pyegoegy

0ilom eleteo Plestte
se islose Ity. I

lose seats

e9o most$
laweeeBats

Suee Boeos
sIl lte

Gueoe a Sot

a noo IOeof* I etA

Oteoo B Bet

*0o0 S Bet

0 '1 -1 P f) 1 1 1 j S I



a 1 7 0 3 , P S I

Wallis*. toast#. t

tofe a pat is . lO O

CotesisO tace to

cbelteess foes Cee
sobeoptet S2 Coep

Ckuooteme totacooe
Sebb~I~t9SCoto

COs.
10

$aeteSole v Iio||ss15.00

it0 IC tsIsese Iseo
coe$ 41ios 0 .e0.960 aet sles

ses
at*** Sole**ao8 .8 1 seo los

(a) floet**og teleot a 4 0$ 9oseol eeeo** aemIe 0 sot

1eenl. 50o40o Ie lotsstIlsCasoS 4 eol swes to6oto.
cbeeotmse trneM* I 1410. ese •opoettoweeootooeI eo a
sob~o**eo S .eottetloO eeet $to $mm *e IooS as I*et
lbo peoei ltoo ote#* *o f0 is beOteOlo.



1111 166 I etouf.it

PON* 0 partII Is e"" . Isoceol.eOle|!ios. pot tootl
UeeSlirsbit3o3o

Pirot sel s Ble ea e. a

Pifet mom. sae&** soS*&

vot talsae

C U alsete ee g~
"IeII look Sesep IiioAmooe beat

I. F IItttooIomi IMe%*$i

le..

l OOt

* OO

300

19OO0

Slmugeioi a
Dive"&*$s A

ows0eOs e A

I eeeie A

.gIgI.1i &

*.,esg. a

*.....e.. £

0 1 1 7 0 3 1 1 7 3 1



11111146Ia-I I .z o o

role 9 PortIf 3a -lee* frm sub S cewpevetees

Capl ialease - poeO

Clbuselma eois SBo

Adoeee ets ,o S

ftase

Firs U . ieoss

Frso t 4. Sso*&$

U.n. S&Moses

wasted save*

move

0e0 gemis 6$ 1dmwmedo0lsf Ire esob S Coe

Capitol Oseso

OoesIas&*

emotl04144

*ew06004o

savlws 04

*shs*@o~s

it)

too

II)

Its

its

tLU)

1090

lose

toool

1000

IMO

190.

ItSO1

1949

! SO0

U.OO

Uogo

aloes S U.oS S

Oes S0met

ftees sA.

@066 A

*00 &0on0 &

(is *opoSooo6o9f ossfis *ofloses$eo pt em4 *S00 m4 OW400o-
pas tbleseb ltsmteam aeeb *6 pU1*not16
poeoleSo0 *a 6O eseo yoolo

" 1 1 7 * 3



FII • Pil I illies a 3l01111.i

regwas a port it a* ssm-cae*g a*$**

I lft00Itli Clo epules O111 Ou.. 0 I1 Loe
las1. 1 10lme% lGro CsIIIg 1 OslGess 0 U1s Loe

inestee los epstell O1s1 Os t A UAn Lto

S". so#* cICY. 8ma lose Coes#a0.... owesso aSeat Los

liltg GIe ~1OS bCWIttel .... @lel S ee IIn

ll t lapgto aGse 00066a " 1 0

s 41 Ptesfl.

iee PulllispStesalellg It00 Ceptlll 0.ill *,tll £ De Less



WUiIes N eiusm. J

rTsf a Part II SI etO .

JiSolog ass $I*

woUtheastoa$ took

fif1 10111010S41WO806

Loead ldge cPi
Jeeieog, U U

J606406e. S tagga100foreOe &*sOtoutest

Se**oo. U U

Coma.
VoNgge. Iri

Jack@** Cusor.
jaelgao *is "

I'air** ses to18U9090st1

Iwootseet

oobse: Prooetv

Sostol Ptepgg1

hestsl PVo9ottv

9S90oeeo ooey~

Assetsof g mt s te s r s o

coosto .o.eo Ittog

so Coaeo C esey ll"

*toggle ItsO*$**g

(1) eed o0 ee e0O

ism~t

A

&



aA17 01

Vtlloom N e2041. It

reem S Part IV Lsebmlstseo

ubsto I 55i.a Mate sas eom

C a S SMae $tset *a$*wioe

UVale Savors

Uvate ever*

Jobs worUaot.i t

Uo o. Caetso

Real *tet*

me tgo o

Vedee.f is

Hir t~
IBeet loeeate

Rsevess. a.m.

ausegs. n.g.

a..a..s. -GS..,
meesM. a.a.IVooeesig e s.
Iooae. U.S.

Leabsltooo o0&W S eooecotlow- ft ooe*o ft*elga

uaeto, mu... Us"tses: bes

fetee Sleae e
n ot eae a"o~lCe eei seo e - *1
Sers Pegobeo 81SA
liIaesegma geese - 90sItIO

me* PSewo



WilliamsM. 261111. Jy.

roe 9 pact III, 341Sov

0~ 1,-0 vsob 90 11

weibtS9,*U I Stee

ti,'o NoseSeI* Sol

%Sd id $*$# -S4I*PO
Jee*. aII

yesitdw4*v3s..~v
ssfases. a

Coad*
goaee..fL

,..,*S. ~P16615 s

01 ffelivsOIOSWool*?Y

Ieewse ob* 0

Books$lptopetlV

Reatl$ptegetiv

sestal plee01 y

sestaS psepetlt

&fooseeof.1Su.b 6 Vou,.cSYseS roe,Is&

coop
Ikeegos 0 *.e.,.eO
I,..061
...,se09lit &fso@b

we Cease, CometSv clu
Ppfe16g g*e**4"

gq~s~m..~te~b~h 1010109940001cm

**%gets*

SOVSe' ,.@tsSO

oill 0006es tetgSeve cos

ea~p 'p

A

A

A

CC

a
a
"a

C

Ala

lowelloststo

!t..



IWO qO

menBT

* ~.t l~

OOT -49
nt1 aCof fll 2.14ff catm

ho 5 _

CI* ~ - MI Uda1
V' . up d .C.l M
-g~ Iu

a" vp , ftebd OD w tfttg" fllal DInlofwn
uptu dwo* O

MW.0o 
I- 

-pip_______ 
rt

ass - e" --
an ewe ~ -

yaw 4 0cs Wu' - - -~-10 -1s o n~. 20 M
t n s r um " i tl w . a g u m v

. - - a m u g o

.d v -S .a o f d m a l mt ylz
slit Wt y Plsm i ntM' tf s t M

it" lu'~utty

p g i bt WA More AA

EXHIBIT I

I

i

fAcItmin.



9.

"LLi 3.Wlet Jr.
"--- - £ I

9 a adob t 2 -bVSAMOOM&maaAhw"

mikma

a. Leaab4aoa bm Wtw.=,

Iil
Ifto latmust

I 1ts "0 =l t1 Imiepu"- v left"t - ly
I* sa.i

111ivia loks*Ita taimm-

A. AIll *Al~m

Umle il - ms mm. to gos G0ft ea

Los ofk of*"em 3fta

bma Is I r a i typep41 P lesl sTWO "Aevetl 1mmWee eetegetS.4I h ."~ wse t" "r ""*#AID m.
fiSs meres t. thatme

ekeis ,

ckso crner - L istate
Jil6seaf Nm

its* &e"to 9""sec StS

199 Ats aeese C et| a

tajopt: The eglivbslfiling imrwietly Categorized the
eastsi ef rents so sI, in tas 000 et"ry. iThe sts

r.eie are Lain the *he osteqry, (lees than60000).

dhohdmftl,&AL.- _. w m . . 4W 0 M a RL-W 4 . 4 4 - . - ? T jff

I
- - II _ l/ill

12. I



:wolI &watlom a m i a"a mwUL



o~ '703 ''O4~

030

CA too" 1.Ls1.~ae.

lunimsfAe 01s41e. "IsJ. betel Prepse (1) t"s "r

elhlmtlew. ls m1w itt"i ameumatestline OdLteei tmeLeiae islim
Soom



~W4 ~O49
ne. . -,(

ltfll a. olif03 , it

rev% Pti II t mae -lesIfoot. *14d05 ,
iIsitIatlOae

filet Vse"Sovet*eIa&*b. 3.

reol #o m NNloW s ,

Joeteem Sroll Otoep

Jae..o relie rep

Oveldooll Peteolevm

@sitElrnlol PoIr.elo

S~et the 0t*S

Imnoeog Ooa

eoe Saab

I r maeim U1oep Ikes

Cme olgleege

Cuootoe |sa

sI

too*

I HO

less

lose

I1o

199

loss

logo

Itl

too$

lost

19tl

I1

Pe Imatuekp

oil

aiaq

PFor I $Ok

Is

oodo A

esteose A

pullet A

* see*

* IDAI

* 'A

IstowOet A

m•ao A

.4.4.

-77iw

*%

I

I



roteI Pit 11 Istolg0 3
1,310gB 1.SeI.ui. *

?eqm a Pori t II tslie mt.kohiLL

ebtfstsste iSaanlool gIellsoCI0SwoIn 10go loose oiel BeSeI
a..sles.. . Ileoto046atsesrUNei A

abviftes tfei aseseso estate
leekom. 40toss isats Otoe$ F ot A

Tostoeesys IsIegisot Roel
estate.Sooksom. a. M11 Roots close a Net 9

Yesteels o$*fsteest **0
tesote. Jsse0e, 3.n. lOs Re*t* Ooe* S ka t
jeelsoCtH-oo sll
Seeko. togs Rosn$holoe e0 got a

coe or omot-aooe aisesNee. Cv.toekoseo at*$esmet

Deplen-soitel preotve Ile. N.J., l es ote st ota

Reltin. o . Pel01690119o* ISle. N.J. lOst Rest$ Otee os mta

0 l 1 7" I "o" II



" I1 t1 7

ul9111 U. lo.101 .s

bkpf ft

reese S - Peet It I teas-Capitol Gates

Inl09 1141 II

we#o Getbtle
t*"10 2 lotsI u

"m claw
ease. Ofsem
coteeftess

tss..# see lieu ss
SPelt t t$me m..

*ell lllolel

01106ma

Mtwsmee I et•

veleold

1eetiefeem

lqemtl ol

LtEl PuseIII-
I....0 P5l 4I l

Wso$Gissve#

toot Cpitie ese*

lose 0

19,00 4less a
1S

1044
toot

toes 0
sees 0

toes 0

logo "

lose

tes 4flll a

toes &

loss a
sll

too*
lose

*Oto S

feoee a
oree A
SO***0
t... A
Otooe A

Ows* C

41*46 a
stage Aaloes S

gross 0

close .
@9ooe C
@95ls C

Oes. •

Slee.
@9oee C

O1lee S

notl

se
Not
8*4

mt
Notset

Nlotsets#

met

not

let

l
Soe
Neo

See

set

not

Set

11e

metSee

s#

Net
U.,

tall
kee
Loe
Logop

W~o

Logo
sees

Liess
Loe

tes
Laos

&*go

Lal
IAO

Loeo

Les
A

'le
'0eB

a @t*$ I lot A

a teee not

+,.+

110%; %, %ilm



a

gl'oses

ref.sa
Por s i i se~s

mmalk*.996estoolek

vertlkletem Stook

9*1.1 Cm e *gei

Load 6 SIft# C11

jostles. a a

Coate. Vemlee 91.

SuplSee Iool* 11

2eeteem C916610
sessl. 8 N.

ftwoetle

1e@IIsteits

leveetmeets

seaell Sevotty

septet

sep~t

secas

p*veet

of *get V,

pree,., e

gootel poc"Ity

as* 1soeb 6 CS cpp'Chvts Weterm too

Cookb
Arsevate seclvable
1ewoosofe'
9991hsestant Attlool

so cebsvey cesty Club
fteepaid *alpe**e
tqat Most- 3eseeed eupteemceees*ad
gose##**t
Sovoct I, i09e1mosto

I I

A

A

A

VjW %,I ri td



UAAML

Us i a .ai/aBob
l aw w I of i1 1so

I
I lIE ..

A . .. . i i-

ZIII

Mo Z inw-s

m ..,, til p 13--

13W - £ -

9 - p I oil

th m ist.

I,



"I"" o.a mtam" M9 o" fm c me a

$&sm ftw* ft"ato.1s bmw 's. fs ~
C m. mwn ir

i. 'inimk 114in

J.. - . wpr l*a lva9-'

Jadme -

Sdra= iN OWis- 28" ft M MO WiISM MOMO 0 Mg 9

,uMmm. -B

ftneI- - - toeas Me ts .lnt a a*
0. MS.-- L ii -

Do

kp~m ~*aMe V~ftiwo a a so a

bSisI. I

"$" Ia uft"a iOsm" ts-ahe/s.. L la UN--
h1te IiI I

Emafillm tb lamld afomsal

AMDi.,ai RAlk,

Itt Ila m i1at ita.I )~.iwn
I ait1 ft a s"$ ii

a *Mt""11"", m Uts
"A- -  .I-

O&&tam

w V7 •dete I~a. 5 1 lu m

V. ..



"1 7 03

-. AA&=
&MW ,Lt3 om

WI soff tu~io.Mir us a" s I-S No t e - £son
0 wtm

-M an n~t m meg~a

6= im

9"40aum m oo it

aq1t.I e.1u S
um 5

.--n .
af aLfhm

ampt" 1 iL

mn*-

" o" Im. M o a $led%
___ SviUm a ~emb 3. s

"oso

.... . @U4-

mt . . LIA 1 -

ew Is La Sind"am m i.

Uiat" 40p



mWu vqm i

* q ~ 773 I 3,
~.eeIeS.V.A.IeIIe *1

a .o- o '



@3 '~.3'
W*Ii*3. 3.StU. 59 14-1 ,,% ij~c

poll S etIISmeem 041280996690.eee.
blettabG efs

filet Rim e" o ees. mN.

foist nowSovets eSo*&

ve, eetIes

We? Seages

&eeqse fat

A101161*9 seek

UrV botlee ee.omv oke

s-r mevet.. Useev Imeuse

Cowsi** Nottee

C.wm,.. hue...

Oleste? SWok

Cegot#seat

16141104P4110evsklpe
fiee~tbu 840

tlelt peuteeeeSP.P
me. Vesibeeoet waste?

soloe

MG,.

IM5

fes.

too*

Mil.

tsee.

to350

Ise

IS'Sl

I009

tO5@

,e.idoo.

5191ft"I

.e9g..e..

Sees EO6ee

*ii sdeed.

otoldeeds

Si ewdeeds

olvoseeds

Isettot

IseeestI

IseloustI

letoesetA

is#e Peltmetsik q 0 ee

too* paamtbe a lesee

-Oro 0

*AWN"



*momIII * l0a111. Jo,

rote ato rt Ite.Seet £e-h0.

Cbt~tooerot* Is*-|os| 1 |olo

ekisem.r Is

eaukreemee etva ImA-Iol Releto

TetrdeyeSf eee. es tate
Joeteo*t oas

yoebeodteo eotestota-loI*to
Jeeseeo. aN
Jogeone Ceue.N Se R~l

see lot. 33N

Joeboe eteot-|e! teteoo

Soeto Isi Ciy 3N

''773

1949,20016

to*pool*

5,*. Reets

leee esets
I,.. Boets

Gross

Geese

*to$$

at*$$

at*$*

also$

@es

met

so t

No t

" t

. 3 )

- is 0e V



t % 703

* 1o6n IeaolM.eJ0

roe$e I Poll II IaseIO-OCPi11 00100

sloll oefo slok Oss copiotl Oesa

I*o Ct rbde is Capital als

"0el0 ItM Capitl Go%%$

*too$ 0

Ove*$ A

Pe aRe. le C01v.iJ los3 Cepital Gool at*$* 0 o t

Io! 1.4ee

not oese

Not Lose

Not LOSS



e~iO3 .

'B' ~'~iC

Sillsesa. $*MtitJ.

ref*s feest III.S*B41adss

*~., .Saab 41*06

rose#saw l*eae so

veed S Sesdee r
.**e. S

loeBes. a U

161alsod hllsboleil

MwseasW*es

I aces tl

job**. sib*

mseinedpl~eely

§SteR Ppt"Ofy

lovsewetee

&too$$ of ft*s 6cesp.Ctsessas rte s a

Coto
Aeosol$ 9080199610
10906019
Is,.. tee1sUt ASS tes*

so Ceomey @stly club
PpeC g 96..6..
ciespimelI **Sel* 62sep9seas a"c
*64PI@

$006#119 e&WO8eeee0e

I I I *seesil*gob to oloi&cos

A

A

S

C
C
S
a
a

p
CI

&" -Vmv"



~1
S

I

I
I
CI
I

cv4

NO

questions on
Zeliff h--nds
New ism*e in NhRCUfso raw

as* "iNW e A. ,
Cf"3KYW. mml

Oblamhu we( Op

waf 24K im so b, gas
No~Jetley bm"k Kom*e )om

-wft wbh ho w*.L tm "~nh
601" d... bw

Ko who - &a o

b in aim a -. S a both-f

m- ma *5 .* ft am&"
Am jIft#a m be ow as

inpm w dw un MOM mhen

Sf whu o rmh ~
me"5 Now Nwq@M and a

__R avw dsa hm
-~k I3m he Wm amoksi W lI

Ike bu d~ MW b ewWth th

SmO @NWSM amdbo
bm abI I -a SOME"

b *a mmUSZOad .w umm amfi
ad a h slm *5M mmOam hr*

- U& dw b w~ ib ya
%W . h bSm. on aw
hr* toPOOm ymL At Om

ZdVZ wbe aw" th hhm
Pu. m a a sw Ip--
in*m ON. 'bm Sm

-A "to WN e eda... -
SUM i yaw hor the pot w

Yw5. Urii % my wkghw he

Wm 4ppddm. hfW a d.

Pu. m oW w b3m w
I asiat a 3m h hr as pmt
of O wm inimgg

cmdo m ibWo d-
daWo Nt 3 ate

W Ialt -d b hk dwo5 of o-
w n b-f sum d im

hqhuho hr maifie
AInuI & ft 'ft tw ds..

doest, m be o vj a

'Ifs WM& I
04* m am *. am&

L.M a I - In* 11111v 46W 0&b

a" MW do w a o* swi;3 * hr *5 FU*5td EhLse
t piwmdm*mmu.3mh

*bmr jkml ui IV *a Z~
' Ui* ft 6 ma do slow

Af awf~ ha 3m OPM-
r do Vow. of U*A Iowa -

*A POWMeewW ta&mm
W o to mmd Wa ad bum

Ow. Jib Imm SM~ i wd
abi" by th. suases 'elmry

$own wwv~ in,

Iearpag its sdour ki ."m
milk if *5 dofm

Dlm d *a *mm&W4 p.
"an wm~.~ U ..4Pt

km mo in S a rn Umbmh

W* in mim Cmm. Thb of
dhr hNo for i kam

;h bb bmaWI Dam GI ha.
MD be bm mdby oant

Sm Ku m~idyod
O'blse 66 im MPu~l
zm hm *. f. be& hr ho-OSO He GmW do e.pm.

*5 USm be om 6m lam.

hr atk-* W i6mpup l
*5 p@m ..



SATURDAY NOVEAMR %190

Zeliff Says Campaign
Financing Is Legal

- SSTSoLoedmf Sal
Republican 1st Congressioal

District candidate William Zeliff
yestmday denied he is breaking
federal campaign finance laws,
and. at the same time, issued a
new cmlenge to his opponent
to releM the details ora private
settlement agreement with a
woma that he signed in 1987.

ZelfisaldDemocrat Joseph F.
Kee's charges to the Federal
Election Commission that Zeuiff
is sins illegg fnds to pay lbr
his campaign Is a smear tactic-

Keefe has charged that
p6, OD that zeliff ho loaned
his Campaign came from "ildeal
cor rate contrbutions , Illegal
IAdividul contributions and l1-
lega diersion of &nds fiom
bank loam"

Keeb Chspd that Zeliff used
the sale -receads of two condo-

wham, ia bet. be wee halyetIWtled to se balt or the

Sluce the condos were in the
names otboth 1.1ff and his wit
his wife's half of the pc
could not have been legally used

rie the campaign, said Kee/fe.
Keefe has also questkned

whether Zelifftook the proceeds
of loans meant lbr his business
lbr his campaign. If so. said
Keefe, Zeifrs Christmas Farm
Inn made an illegal campaign
contribution. Keefe also noted a
bank letter called the loans
"capital improvement fInanc-
ings."

Despite the bank letter. Zeliff
said last night that the loan "has
no relationship to capital im-
provement financings."

But Keefe noted that in a
statement on Oct. 1. after his
finances were questioned by
Republican primary roe Larry
Brady. ZelifT'said that one of the
reasons his business suffered
losses was "the major renova-
tion program we undertook dur-
ing this two-year period" of 1989
and 1990.

Asked yesterday about the use
of his wib's halft o the condo-
minium proceeds and the use of
busin loans for his campaign,
Zeliff said, "'Everything I have.
including personal and business,
is mixed together.

"My wife and I share the same
piggybank," Zeliff said.

Zeliff said the FEC has dis-
missed a similar complaint filed
by Brady and he attacked Keefe
for trying to "smear me."

Zeliff contended that Keefe
quesioned his finances in retali-
ation for comments Zeliff made
in a televised debate last week
egarding the 1967 private set-

tiemnt Keefe sined.
Kee*b earlier this yew ac-

kMjwiedged that he we a signa-
tory to a settlement agrement
with a lbrmer frmae co-workmr
at the law firm at which he Is
mployed. Under the settle-
meet. the co-worker wee paid
SOOML

But Keef reftsed to discuss
the subject of the agement
and when his prmar b.
Robert Stephen called on him
to do so, Kee*e attacked him ftr
running a "divisive" campaign

"I think it's finally time br
him to come clean with the
details ofthis matter," Zeliffsaid
yesterday.

-Bobby Stephen asked him to
clarify that settlement and he
smeared Bobby Stephen," Zeliff
said. "He leveled him at the
ankles.

-Now that I brought it up
duing the debate, he's doing the
same to me." Zelif said.

"He's trying to smear my wife
and discredit my business and
my reputation as a good busi-
nessman."

Regarding the settlement.
Keefe said. "I have responded to
that issue as fUlly as I can. I have
gone over it many times."

He denied trying to attack
Zeliff.

"How one funds his campaign
is a valid campaign issue," he
said.



FEDERAL ELECTION COMMISSION
WASHINGTO. D C 20*3

Dec a So 1990

Joseph F. Keefe
120 Lexington Avenue
Manchester. Nev Hampshire 03104

RE: t4UR 3191

Dear Mr.Keefe:

This letter acknoviedges receipt on November 30. 1990. of
Nyour complaint alleging possible violations of the Federal

Election Campaign #ct of 1971. as amended ('the Act"). by the
Friends of Bill Zeliff Committee and Richard H. Kirk, as
treasurer, William Zeliff. Jr.. Sydna T. Zellif, Christmas Farm
Inn. Inc. and the First NE-White Hountain Bank. The respondents
vill be notified of this complaint juithin five days.

0 You Will be notified as soon as the Federal Election
Commission takes final action on your complaint. Should you

O receive dny additional Information .n this matter, please
forvard it to the Office of the General Counsel. Such
information must be sworn to in the same manner as the original

Tcomplaint. We have numbered this matter HUR 3191. Please refer
to this number in all future correspondence. For your
informatlon. ve have attached a brief description of the
Commission's procedures for handling complaints.

r)
If you have any questions, please contact Retha Dixon,

Docket Chief, at (202) 376-3110.

Sincerely.

Lavrence H1. Noble
General Counsel

BY: Jrt erner
Associate General Counsel

Enclosure
Procedures



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 204

Decliner 5, 1990

Richard H. Kirk, Treasurer
Friends of bill Zeliff Committee
815 Elm Street
Manchester, NH 03101

RE: UR 3191

Dear Mr. Kirk:

The Federal Election Commission received a compiaint which
alleges that the Friends of Bill Zeilff Committee and you. as
treasurer. may have violated the Federal Election Campaign Act
of 1971, as amended ("the Act"). A copy of the complaint is
enclosed. We have numbered this matter HUR 3191. Please refer
to this number in all future correspondence.

Under the nct, you have the opportunity to demonstrate in
writing that no action should be taken against you in this
matter. Please submit any factual or legal materials vhich you
believe are relevant to the Commission's analysis of this
matter. Where appropriate. statements should be submitted under
oath. Your response, vhich shouid te addressed to the General
Counsel's Office, must be submitted jithin 15 days of receipt of
this letter. If no response is received vithin 15 days. he
Commission may take further action based on the available
information.

This matter v'il remain confidential in accordance with
Z U.S.C. 5 437g(a)(4i(B) and § 437q(ai(2)(tA) unless you notify
the Commission in writing that you ish the matter to be made
public. :f 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.



If you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter at (202) 376-5690. For
your information, Ve have attached a brief description of the
Commissions procedures for handling complaints.

Sincerely.

Lawrence M. Noble
General Counsel

BY: . Lerner
Assoc ate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINGTOK DC 206

Dcmer 5, 1990

William Zeliff. Jr.
Route 168. Box cc
Jackson, WH 03646

RE: HUR 3191

Dear Hr. Zeliff:

The Federal Election Commission received a complaint vhich
alleges that you may have violated the Federal Election Campaign
nct of 1971, as amended (*the Act'. A copy of the complaint .s
enclosed. We have numbered this matter HUR 3191. Please refer
to this number in all future correspondence.

Under the nct, you have the opportunity to demonstrate in
vriting that no action should be taken against you in this
matter. Please submit any factual or legal materials vhich you
believe are relevant to the Commission's analysis of this
matter. Ubere appropriate, statements should be submitted under
oath. Your response, vhich should be addressed to the General
Counsel1s Office, must be submitted vithin 15 days of receipt of
:hIs letter. If no response 1s received vithin 15 days. the
Commission may take further action based on the available
information.

This matter 'fill remain confidential in accordance vith
2 U.S.C. 5 437g(a)(4)(B and 5 437g(a)(12)(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 Commission bv completing the enclosed
form stating the name, address and telephone number of such
counsei. and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter at (202) 376-5690. For
your lnfornatlon, ye have attached a brief description of the
CoUmission's procedures for handling complaints.

Sincerely,

Lavrence H. Noble
General Counsel

BY: Lois G Lerner
Associ te General Counsel

Enclosures
I. Complaint
2. Procedures
3. Desiqnation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINGCTO D.C MW3

lip5, 1990

Sydna T. Zeliff
Route 168, Box cc
Jackson, RH 03846

RE: HUR 3191

Dear Hs. Zellff:

The Federal Election Commission received a complaint vbich
alleges that you may have violated the Federal Election Campaign
Act of 1971. as amended (*the Act"). A copy of the complaint is
enclosed. We have numbered this matter HUR 3191. 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. Please submit any factual or legal materials vbich you
believe are relevant to the Commissions analysis of this
matter. Where appropriate. statements should be submitted under
oath. Your response, vhic should be addressed to the Generai
Counsel's Office, must be submitted vIthin 15 days of receipt of
this letter. If no response Is received vithin 15 days. the
Commission may take further action based on the avallable
,nformation.

This matter will remain confidential in accordance vith
U.S.C. § 437gta)(4)(B) and 5 437gtanl)(A) unless you notify

the Commission in vriting that you wish the matter to be made
public. If you intend to be represented by counsel in this
matter, please advise the Commission by compieting 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 Jeffrey Long, thestaff nmefber assigned to this matter at (202) 376-5690. Foryour Information, we have attached a brief description of theCommission's procedures for handling complaints.

Sincerely,

Lavrence M. Noble
General Counsel

BY: Lo1s G. erner
Assocl e General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 2040

December 5, 1990

Christmas Farm Inn, Inc.
Box cc
Jackson, WH 03846

RE: ?UR 3191

Dear Gentlemen:

The Federal Election Commission received a complaint which
alleges that the Christmas Farm Inn. Inc. may have violated the
Federal Election Campaign Act of 1971. as amended ("the Acto).
A copy of the complaint 1s enclosed. We have numbered this
matter HUR 3191. Please refer to thIs number In all future
correspondence.

Under the Act, you have the opportunity to demonstrate in
vriting that no action should be taken against the Christmas
Farm Inn. Inc. in this matter. Please submit any factual or
legal materials which you believe are relevant to the
CoRmmsson's analysis of this matter. Vhere appropriate,
statements should be submitted under oath. 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 is received within 15 days. the Commission may take
further action based on the available .nformation.

This matter vill remain confidential in accordance with
2 U.S.C. 5 437g(a)(4)(B) and 5 437g(a)f12)(A) unless you notify
the Commission in writing that you Vish the matter to be made
public. If you intend to be represented by counsel in this
matter, please advise the Commission by completing the enclosed
form stating the name. address and telephone number of such
counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.



If you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter at (202) 376-S690. For
your Information, ye have attached a brief description of the
Commission's procedures for handling complaints.

Sincerely.

Lavrence N. Noble
General Counsel

BY: Loi G.erner
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
WASHINCTON. 0.C. MW

Dmember 5, 1990

First IH-hlte Mountain Bank
Box 1760
Worth Convay, NH 03860

RE: IUR 3191

Dear Gentlemen:

The Federal Election Commission received a complaint whichalleges that the First NH-White Mountain Bank may have violatedthe Federal Election Campaign Act of 1971. as amended ("theActo). copy of the complaint is enclosed. We have numberedthis matter HUR 3191. Please refer to this number in all future
correspondence.

Under the Act, you have the opportunity to demonstrate inwriting that no action should be taken against the Dank in thismatt.er. Please submit any factual or legal materials vhich youbelieve are relevant to the COmINssion's analysis of thismatter. Where appropriate, statements should be submitted underoath. Your response. vhich should be addressed to the GeneralCounsel's Office. must be submitted within 15 days of receipt ofthis letter. If no response is received within 15 days. theCommission may take further action based on the available
intormatlon.

This matter vill remain confidential in accordance with2 U.S.C. 5 437g(a)(4)(B) and 9 437g(a)(1z)(A) unless you notifythe Commission In writing that you vish the matter to be madepublic. If you intend to be represented by counsel in thismatter, please advise the Commission by completing the enclosedform stating the name, address and telephone number of suchcounsel, and authorizing such counsel to receive anynotifications and other communications from the Commission.



1f you have any tuestions. please contact Jeffrey Lon09 theStaff member assigned to this Natter at (202) 376-S690. Ioryour information, we have attached a brief description of theCOmmission's procedures for handling complaints.

Sincerely0

Lavrence N. Noble
General Counsel

BY: LoIS G. erner
AssoCIa e General Counsel

Rnclosures
I. Complaint
2. Procedures
3. Designation of Counsel Statement
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ATTORNEYS AT LAW
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Via Federal Ex rs

Mr. Jeffrey Long
Federal Election Commission
999 E Street NW
Washington, DC 20463

Re: First NH-White Mountain Bank, MUR 3191

Dear Mr. Long:

As I discussed with you, this office represents
First NH-White Mountain Bank in connection with the
above-captioned matter under review. Because of the
holidays and the attendant problems in acumualating
information and locating pertinent pezonnel, I am
writing to request a 20 day extension for the response
of our client. This extension would require that the
response be submitted by January 16, our client having
received the complaint on Dcmr 12. The original
letter from you was dated Dee r 5, 1990.

Unless I hear otherwise, I will mume that this
extension is acceptable and I appreciate the
consideration of the Commsdsion so that we are able to
formulate a full response.

BEC/hce

WA
SHEEHAN

PHINNEY

BASS +

GIVEN

4

3~I~

F
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December 19, 1990

Lawrence M. Noble, Esq.
General Counsel
Federal Election Comission
999 E. Street, N.W.
Washington, D.C. 20463

Attn: Jeffrey Long U

Dear Mr. Noble:

We received your letter of December 5, 1990 at our offices on December 14,
1990, enclosing the complaint filed by Joseph F. Keefe. Our response to
this complaint is accordingly due December 29, 1990. We will need to en-
gage counsel to assist us in our response. Accordingly, in light of the
forthcoming holidays, ve respectfully request a tventy-day extension, un-
til January 18, 1991, in this matter.

aS cerely yours,

0 C. Naramore
-esurer

Friends of Bill Zeliff
Box 5650
Manchester, NH 03108-5650

JCN/ske

CONSOLIDATED GROUP MARKETING CO., INC.
P.O. Box 1800 Wolfeboro. N.H. 03894-1800 (603) 5694129
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Lawrence M. Noble, Esq.
General Counsel
Federal Election Comiasion
999 E Street, N.W.
Washington, D.C. 20463

Attn: Jeffrey Long

December 19, 1990

I >

C-

-

Dear Mr. Noble:

We received your letter of December 5, 1990 at our

offices on December 14, 1990, enclosing the Complaint filed

by Joseph F. Keefe. Our response to this complaint is

accordingly due December 29, 1990. We will need to engage

counsel to assist us in our Response. Accordinglyr in light

of the forthcoming holidays, we respectfully request a

tventy-day extension, until January 18, 1991, in this matter.

Sincerely yours

William H. Zeliff, Jr. Pres.



December 19, 1990

Lavrence M. Noble, Esq.
General Counsel , ,

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

Attn: Jeffrey Long

Dear Mr. Noble:

We received your letter of December 5, 1990 at our

offices on December 14, 1990, enclosing the Complaint filed

by Joseph F. Keefe. Our response to this complaint is

accordingly due December 29, 1990. We will need to engage

counsel to assist us in our Response. Accordingly, in light

of the forthcoming holidays, we respectfully request a

twenty-day extension, until January 18, 1991, in this matter.

Sincerely yours

William H. Zeliff, Jr.



9WC 24 0 -* 12

December 19, 1990

Lawrence M. Noble, Esq. C")
General Counsel NN
Federal Election Commission .

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

Attn: Jeffrey Long C7

Dear Mr. Noble:

We received your letter of December 5, 1990 at our

offices on December 14, 1990, enclosing the Complaint filed

by Joseph F. Keefe. Our response to this complaint is

accordingly due December 29, 1990. We vill need to engage

counsel to assist us in our Response. Accordingly, in light

of the forthcoming holidays, we respectfully request a

twenty-day extension, until January 18, 1991, in this matter.

Sincerely yours

Sydna T. Zeliff



FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20%3

January 3, 1991

Wiliam a. Zeliff, Jr., President
Christmas Para Inn
Route 168, Box CC
Jackson, New Hampshire 03846

MUR 3191
Christmas Farm Inn

Dear Mr. Zeliff:

This in response to your letter dated December 19, 1990,which we received on December 26, 1990, requesting an extension
of 20 days to respond to the complaint filed by Joseph Keefe.
After considering the circumstances presented in your letter, Ihave granted the requested extension. Accordingly, yourresponse is due by the close of business on January 18, 1991.

If you have any questions, please contact Jeffrey Long,
the staff member assigned to this matter, at (202) 376-690.

Sincerely,

Lawrence n. Noble
General Counsel

BY: Lois G. erner

Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHNGTON DC 20463

John C. Naramore, Treasurer
Friends of Sill Zeliff
Box 5650
Manchester, Vermont 03108-5650

HtR 3191
Friends of Bill Zeliff and
John C. Naramore, as
treasurer

Dear Mr. Naramore:

This is in response to your letter dated December 24,
1990, which we received on December 26, 1990, requesting an
extension of 20 days to respond to the complaint filed by
Joseph Kefe. 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
January 18, 1991.

If you have any questions, please contact Jeffrey Long,
the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence H. Noble
General Counsel

BY: Lois G. •
Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINCTON. D C 2 040

January 3, 1991

Bradford S. Cook, Zsquire
Sheehan Phinney Bass & Green
1000 313 Street
P.O. Box 3701
Manchester, Vermont 03105-3701

RE: MUR 3191

First Ni-White Mountain Bank

Dear Mr. Cook:

This is in response to your letter dated December 20,
1990, which we received on December 21, 1990, requesting an
extension of 20 days to respond to the complaint filed by
Joseph Keefe. 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
January 16, 1991.

If you have any questions, please contact Jeffrey Long,

the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: L
Associ ite General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. 0 C 20W

January 3, 1991

Wiliam H. Zeliff, Jr.
Route 165, Box cc
Jackson, New Hampshire 03846

MUR 3191
William H. Zeliff

Dear Mr. Zeliff:

This is in response to your letter dated December 19,1990, which we received on December 26, 1990, requesting anextension of 20 days to respond to the complaint filed byJoseph Keefe. After considering the circumstances presented inyour letter, I have granted the requested extension.Accordingly, your response is due by the close of business onJanuary 18, 1991.
If you have any questions, please contact Jeffrey Long,

the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence N. Noble
General Counsel

BY: Lois G. Lerner

Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

January 3, 199#

Sydna T. Zeliff
Route 168, Box cc
Jackson, Now Hampshire 03846

MUR 3191
Sydna T. Zeliff

Dear Mrs. Zeliff:

This is in response to your letter dated December 19,1990, which we received on December 26, 1990, requesting anextension of 20 days to respond to the complaint filed byJoseph Keefe. After considering the circumstances presented inyour letter, I have granted the requested extension.Accordingly, your response is due by the close of business on
January 18, 1991.

If you have any questions, please contact Jeffrey Long,
the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence N. Noble
General Counsel

BY: Lois G. rner
Associate General Counsel
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Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W. -t
Washington, D.C. 20463

ATTN: Jeffrey D. Long

Re: MUR 312

Dear Mr. Noble:

Our firm has been retained to s C Bill
Zeliff, Sydna Zeliff, the Frienis of b1l Sliff tteeand John C. Naramore, as tP14g1rer, aM aCistmas Farms Inn,
Inc. in Matter Under Review ( -)31*1. 1 MloIed please
find signed Designation of :1L t .

A response date has been set ftr January 16, 1991. Inorder to allow adequate tim. to 0comit with oUr clients, and
to assemble and review the many f 1nil r8e d esa
to respond in this Matter, we eoftlly r.eqoet a 60-day
extension until March 19, 1991. This eXtension ld not
prejudice the Comission's consideration of this Matter, as
the activity which is the subject of the complaint occurred
during the now concluded 1990 election cycle.

Sincerely,

Jan Witl Bran

rpb
Encl.
cc: The Honorable & Mrs. Bill Zeliff

Mr. John C. Naramore
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ADDRS: Wiley. Rein & Fieldinq

1776 K Street. NW.

Washington, D.C. 20006

TELEPROMNE (202) 429-7330

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.

Date S ignatu

Ras 'S HAM: William H- 21iff

ADOS: Route 16B

Jackson, NH 03846

r4

HONE PHONE:

BUSINESS PEON:



STAUIUr 01 OwZSIM o. am=,

M" 3191 . .

H IA orW Ls -Jan Witold Baran,

ADDRESS:z Wiley. Rein , Fieldin

1776 K Street. N.W.

Washington, D.C. 20006

U( 20 1 429-7330

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.

Date

lPOUDaT. S HM:

ADDRESS:

Signature

Christmas Farm Inn, Inc.
by William H. Zeliff. Jr., Agent

Route 16B

Jackson. NH 03846

HOME PHONE:

BUSINES PHONE:



STA or MUX TIZO O COUNSEL,

NUR 3191

WADS 0r COWMBLS Jan WIit-nd RaraIn, R..

DSS Wiley. Rein & Fieldinu

1776 K Street, N.W.

Washington, D.C. 20006

1'ELEP(ONQ: 421. aQ-7 VA

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.

Date

ADDRESS:
Sydna Zeliff

Route 16B

Jackson. n 03846

HOKE PHONE:

BUS INESS PHONE:



MR . 31Ur
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m1 t O.ZIP 1

-a on .WitO laun. ga.m

Wiley, Rein & F1eldiQ _

1776 F Street. N. ,

Vaehtiwitnn_ D.A 2OflO _

IR (202) 429-7330

The above-nased Individual is hereby designated as my

amnsel and is authorized to receive any notifications and other

cCtlEInicatiomS from the Comission and to act on my behalf before

the Comission..

John C. aramore,

min u.is ,, ,-x- 'Y-,..ad ' Zeliff Cate.

AD035: 0o3o x fOo
i! , _,, IV i

o- ......
Bam ?1:

BUS ZUmS 13013: ~65 S6 Ii IT
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VIA MIAL E014iS

ATTORNEYS AT LAW

IXW ELm STREET

P 0 Box -37r1
MANCHESTU

W366"3

no 1HAU*OUR PLAkCE

SfLEM 325
J. POTSMCT

Nrw HAWSmHIn

03W1-36 6

(N! FAX 6023433-3M.
603-4B3-2111

'a

Mr. Jef frey Long .Federal Election Co ission
999 Z Street NU
washington, DC 20463

Re: First NH-White Mountain Bank, MUR 3191
U'

Dear Mr. Long:

Enclosed find the Response of First N-White
Mountain Bank in UR 3191. It is the position of theBank that it has not done anything outside of its
normal procedures, has not violated the Federal
Election laws in any respect, and that the matter underreview should be dimissed. If you need further
information or wish to discuss this matter, or shouldyou need testimony fron any relevant officials, please
let m know.

Thank you for your consideration in this matter.

-- YOUrs,

4,
BEC/hce
Enclosure

P.S. Also enclosed find the Designation of Counsel
form signed by an official of the Bank.

if
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IN RE

First NH-White Mountain Bank
MUR 3191

RESPONSE OF FIRST NH BMX

NOW COMES First NH Bank (formerly First NH-White Mountain

Bank) by and through its attorneys, Sheehan, Phinney, Bass +

Green, Professional Association, 1000 Elm Street, P.O. Box 3701,

Manchester, New Hampshire 03105 and responds to that portion of a

complaint filed by the Keefe for Congress 1990 Committee, 120

Lexington Avenue, Manchester, New Hampshire 03104, Petitioner,

insofar as it suggests improper activity or action by First NH

Bank. Specifically, item B contained on page 2 of said complaint

alleges a violation of 11 CFR Sec. 114.2(b) and (c), alleging

Oillegal corporate contributions in the form of loan proceeds

from White Mountain Bank earmarked for business purposes and

capital improvements to real estate.0 The said First NH Bank

denies any such action in connection with any loans made by it to

William Zeliff and Sydna Zeliff or the Christmas Farm Inn, Inc.

and in support thereof states the following:

1. Since approximately 1983, First NH Bank has had a loan

relationship with William and Sydna Zeliff and a corporation

owned by them, which corporation operates the Christmas Farm Inn,

Jackson, New Hampshire. At all times, loans made to all

borrowers relevant hereto have been on the basis of financial

statements, credit analysis, and appraisals consistent with the



Policy and procedures of the Bank with appropriate approvals in

due course. See Exhibit A relative to the borrower and its

business.

2. in 1989, a refinancing of existing loans and additional

financing was made to consolidate existing borrowings and enable

the Zeliffs and their corporation, Christmas Farm Inn, Inc., to

make improvements, renovate the Inn premises, and have an

available business line of credit for working capital purposes,

consistent with the lending policies and procedures of the Bank.

Said loans were secured by collateral which made the loans in a

ratio of 63% to value, well within Bank guidelines. Said loans

were approved by the Board of Trustees Loan Committee of the Bank

in normal course.

3. At the time of the 1989 loans,, documentation and legal

work for the Bank was performed by the law firm of Cooper, Fauver

& Deans, P.O. Box 450, Pine Street, North Conway, New Hampshire

03860. Mortgages were prepared in connection with loans made to

Mr. and Mrs. Zeliff for improvements to property owned by them

and to the Christmas Farm Inn, Inc. for property owned by it.

The purpose of the mortgages was to grant security to the Bank in

all of the real estate comprising the Christmas Farm Inn, whether

owned personally or corporately. Additionally, two other

businesses, Yesterday's (a restaurant) and the Jackson Country

Store, owned by the Zeliff's, were granted as security. The

intent at the time of the preparation of documentation was that

all property would support each loan, whether personal or

corporate. Thus, it was the intention of the parties that each

-2-



mortgage contain a description of all of the relevant real

estate, creating *cross collateral.## Closing of the transactions

herein described vas held on May 17, 1989 and there vas recording

of mortgage deeds immediately thereafter at the Carroll County,

Nev Hampshire,, Registry of Deeds.

4. In 1990, the Bank undertook a reexamination of all

documentation. After such examination, it vas discovered that

the mortgages which had been filed and were in place, securing

the Bank's loans, had not included cross collateral descriptions,

leaving certain parcels of property off each mortgage, each of

which was supposed to have contained a description of all of the

relevant real estate. To correct that omission, the law firm of

Cooper, Fauver G Deans, P.A. prepared new documentation including

the complete descriptions and filed the documentation,, informing

the Bank by letter dated October 31, 1990 that the defect in

documentation was a result of its actions at the original closing

and taking full responsibility for the correcting of the original

defect. See Exhibit B. At no time subsequent to May 1?, 1989,

was an additional loan made or a security interest in property

not previously pledged in connection with one or another of the

loans granted. Further, at no time was there any default under

any such loan, any receipt of information by the Bank that it was

not fully secured or any indication that the assets securing the

loans were insufficient in value, either as or!Lginally described

or as amended. In fact, the Bank was fully secured at all times

and the only 1990 action was to change the mortgages to correct

the original legal defect.

-3-



5. According to the complaint, it is alleged that the loan

or loans to Kr. and Mrs. Zeliff and the Christmas Farm inn, Inc.
were somehow misused because no building permits were received.
While the Dank is not responsible for the issuance or obtaining

of building permits, it notes that many of th, capital

improvements which were funded with the loans had been previously

built and the loans were granted as permanent financing.

Further, much of the capital improvement work done at the Inn was

in the form of renovations and refurnishing and reoutfitting of

inn rooms at substantial expense, none of which required a

building permit. According to its monitoring of the loan and use

of funds for capital improvements, all funds to be used for

capital improvements were so used and the Dank was satisfied that

such use took place. A total of $718,000 was invested in fixed

assets and improvements. For a description, see Exhibit C.

6. The line of credit portion of the loans has not been

misused, as far as the Bank is aware. There is no prohibition in

the loan documentation against shareholder loans by the

corporation as long as the requirements of the loan are followed.

7. At no time did the Bank receive a loan application from

or make a loan to the Zeliff campaign as suggested in the

complaint.

8. The Bank denies any violation of federal or state

election laws in connection with its dealings with any borrower

and denies any knowledge of any such violation.

-4-



WZFO1NI, First NH Bank requests the Honorable Commission

take the followig action:

A. Dismiss the complaint as to First NH-White Mountain

Bank.

B. Grant such other relief as may be just and equitable.

Respectfully Submitted,

FIRST NH BANK

By Its Attorneys,

SHEEHAN, PHINNEY, BASS + GREEN
PROFESSIONAL ASSOCIATION

Dated: ift- .(- 1991 By s rf9-" E. Cool "-

0Elm Street

anchester, NH 03105
(603) 627-8109

I, Matthew W. Nastasia, Vice President and Senior Loan
Officer of First NH Bank swear that the contents of the within
Response are true.

Matthew W. Nastasi
~-- /
a

STATE OF NEW HAMPSHIRE
HILUSBOROUGH, SS.

Then appeared Matthew W. Nastasia, who declared
himself/herself to be the Vice President and Senior Loan Officer
of First NH Bank and swore that the contents of the within answer
are true.

/



FOR ALL SEASONS
SIn 176. Jackson Vilage. NH O 346

1h ristm Farm Inn Is a com.
fortable and casual family resort where
you're sure to feel right at home. Our candle-
lit dining room offers exceptional dining,
with hearty breakfasts every morning an a
large and varied selection of delicious
entrees In the evening. Fresh Inn.made
breeds, soups, and desserts are also pert of
the reason our food is so widely accleimedl

After dinner, or apres ski, step Into our
lounge for good cheer and good times.
There's something happening every night-
movies, games or entertainment. Or let the
cozy cheer of the living room fireplace
beckon you to do nothing at sill

The Christmas Farm Inn hospitality
begins as soon as you check In. Bill and
S ydne Invite you to join them at the popular
"getting-to-know-you' cocktail hour held
Sundays In the Barn from 5 to 6 pm. A great
way to unwind after your trip, plus a chance
to meet the Christmas Farm Inn family and
your fellow guests at the InnI

Your hosts, Bill & Sydna Zellff
Box 176, Jackson, IH 03846

(603) 3634313

AAA Que@tv Smaed 4.0

____ a- *
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Ch om.Frm Inn and n Villag
. irghtInthecenter ofeomeofthebet
kiklqthe Eaet. The four Incomarbl

, i mOUntinI oMt. Washington Vail ia rewith n hlmhte of the Inn. We run M ltle to
and from, the Village to Black Mountain

S."x, .4 atiaOU mirnutes) and even the
maiain Is seem than 20 minutee

*'W so AOC%* i* sksthe 12.5
I e km of espial ski touring trails

pblnlng'wtheJackson Ski Tourln f~
4Ioundloh (rated 'tha beet in thea i-
'cram theasre, some bIegng right at our

.dpWrovdetrail lunches and have

ad tM Washington Valley
for klers. There's plnty of room

no,,,ka~nowshoelng.sledlding or ice
Sa .neIwen. Allar within easy reach
o iurues. Youl also find ml gnificent

shotn end entertainment

the Plent to do. Maybe you'd
yela thefreand read, or chat with

q Mefrlq~ds you've met. Or vielt the Bern
asund-r tackle the games In our

Wac A Wfi m na video feature
vw. ound the lounge IfyouIlke.

n Fhim ais Inn Is the Ideal place to
ke yourself right at homei

9 S 04 3 6 6 2 0 6

We've ft 11 1 d tePackagePhansto Imake your V"ltto M.WedI I
at Chrlum v Wm IN more njyble.Each icu ogngheatyOWea
breakfastsupuosdinnesnd '&1all railf&sWndlift tickes

The 5D Ulnlder The Ecm 1 AIp
Check In on Sunday, check ul&A anrldsy. CheIom n PAyOdo*.A ck

lnelatonenda cRICeofw w n
ellOfi the fcl sof wtheYnnmide k 4(dWWOW own-

The lDey Cross C n Spoecial The SkiAre -W w
Chec bisSunday, bak-m nftle. ski Cheo* ft en -

bnfaousJeckson Ski Tou "Iseleor try a my lowr h19 mm..
-all on 0" oeitrhangee.le tIcket. Valley or Wildernes

W.eW .... wa eqsnwNl eunhadrwulat yaL e M.. p IbuslAW dwtV Dhallftad Uecagan w&muIshI..,,v

We can al&o set up buelne meetings
for up to 50 le in ou Barn mCneence
Center. This L te i alsoA avalaoble (and

~forpaprties, .
with as much advance notice as Iosbie,
end we'll do the rest.
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To ski...
It ms In the living mon hbee at

irlistnm ham Inn that the imcon
Si Touring roindatlon as crated
over 20 years ago. Today, the 1 4%m
tmO system of the JSTT Is consider-
ed one o( the best In the East for Its
ariety of terrain ad tilo for ali *

abilites. The kin is on the my to everywhere In tittl towing
wende'bnd... de gmUy rol n rlm ram Inn Tfll wl lnk
you therel SM down to JKmon Viluge or off Into ie sumoun-
Ing hlb...well pak you a lnch... or il forsm hot meA In the
Nam. We also hae a heated vmx room there. e Toralpne ers
the four mountains of PI lhlngton Valey - AItik, BlUck.
Cramore. and ildcat - are al within 20 mWt of the hIr.
Youl discover that each
has a distinct personal-
ity. but alof them hawe
eutensive snowmaking
and grooming ensuring
great conditions on the
slopes anl seao long.
Ask about our 3 to ski.

Or not to ski...

Hearty Inn breduasts
get YOu started each day
and delicious candlelt
dinners help you unwind
each evening. Our Inn-
made breads. soupsand
desserts ar just one of
the mes our uests

back to see us Inly seaon. Conejoin
ts winter...or any.
•e We welcome youl

Mking Is not the onlywltr otn
to do In Jdon and Mt. SlUhngton
val. There's Ice *Wng led,
snowleing, and ke d b too.
al within easy ch. Bring Your
CAm". die scener Is mqago lfle

The Vf sa&0*ojusdf forlb mny shopping oppoetultlesits M" AN"" "Miguma
weln aterl ohI"ft Mou"a
eueutl"mt. Oo out on the town
or mm*ue in heR at the km with a
good bock. nightly movie or Uwllw 4mton in te binge.
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1111 ft lbmeft &" C
ftm ia Is kd N"wdm a"l 1he har roeo m fmcalrbmuluc

lumm s 11111b1i m orpliin in.
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CONFERENCE CENTER
RL 168, Jackson Village, H 03846
603-383-4313 o The Zelff Family
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AND
CONFERENCE CENTER

Facities & S Servkes
The Christmas Farm Inn Conference Center is located

in a completely renovated barn, first built In the I 8(X)'s.
This fully modern facility includes a spacious meeting
room large enough to accommodate as many as filty
people for business meetings. Also on the main floor Is
a sauna, and a snack bar and lounge area set off by a12 wide Ieldstone fireplace. Upstairs are 4 deluxe suitethat can double as workshops for conferences. Proction,
PA and other audio-visual equipment are available, too.

Al facilities of the Christmas Farm Inn Complex are
available. to Conference Center users. This Includes theservices of an assigned Conference Director to assure
24-hour coordination of conference requirements.

Nestled In the heart of the scenic White Aountains, the
unique atmosphere of the Christmas Farm Inn Confrence
Center is conducive to a high achievement level for any
business meeting.

AcconmodaUons
S1he Christmas Farm Inn Complex also includes com-

fortable accommodations in the Main Inn, the 1778 Salt# 1 .9 1 1 # t 0. # pV, .

-~ I.

Hous a well as the 4 deluxe suites In the Conference
Cenwr Ilel.

The attractive dinn room In the Main Inn offers an
exceptional dinn experience with hearty country break-
fat evey and deliclous gourmet entrees everynlct by our awad-winning chef. knmade sotups.
brads and desst we the "qxvcat of the house.

After dinner, the cozy lounge in the Main Inn providesa defi setting for frny fe&low1* and tir-satfy
beverages.

Activi
When not occupied with business meetings, there are

many enjoable off-hour activities to enjoy. In summer.
mkl Inour pool. hrpen up on the putting green or play

shuffboard. in winter, the world-renowned Jackson Ski
Towk* Foundation's tral system passes through Inn
ff . In additin to our own recreaton facilities, there
w tennis within waking distance: shuttle service
to 4 nearby munain for hiking in summer and skiing
n winter; streamrs for fihing; and many fine shops andeaLt plae. kxoo tennis and racquetball in the areaIs ye-round and a numbe of quliy attactoM
such n H ritge New Hamt*e and Attitash Alpine Side
provide leisure time variety.

3 and 5-Day Package Plans Available
For furtr Inomton and Chstmas Farm Inn's
COIMREICE PLANIIMII GUIDE, just FIl out the

119
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October 31, 1990

Matthew Nastasia, Senior Loan Officer

First NH - White Mountain Bank
P.O. Box 1760
North Conway, NH 03860

N, Re: First NH - White Mountain Bank/Loan to Christmas Farm

Inn/Zeliff

Dear Matt:

In light of the Associated Press article by Norma Love as
C) printed in the Conway Daily Sun of Wednesday, October 31, 1990, we

0have been asked to comnnt specifically upon the allegation that
the Bank was grossly undersecured from the period of the o2.oing on

1May 17, 1989 to the recording of the Confirmatory Mortgage Dees aon
October 2, 1990.

As reported to you orally on September 29, 1990 and confirmed
in writing on October 2. 1990, an error was made by this firm at

0the time of the closing on May 17, 1989. As you recall, the loan,
through the negotiation process, was eventually structured as two

Nseparate notes, one as a $1,287,000.00 obligation from Christmas
Farm Inn, Inc., guaranteed by Mr. and Mrs. Zeliff personally, and
the other being a $562,380.67 obligation from Mr. and Mrs. Zeliff
guaranteed by Christmas Farm Inn. The bank, in their instructions
to this firm, requested that the loans be cross-collateralized by
the assets of both Christmas Farm Inn, Inc. and Mr. and Mrs.
Zeliff. While the loan agreement, security agreements, etc. called
for that cross-collateralization, the Mortgage Deeds did not comply
with that requirement. As such, on record at the Carroll County
Registry of Deeds was a mortgage from Mr. and Mrs. Zeliff to the
bank securing only the $562,380.67 loan and a mortgage from
Christmas Farm Inn, Inc. securing the $1,287,000.00 loan.

When asked to review the loan file on September 29, 1990, we
discovered this particular error and immediately prepared
Confirmatory Mortgage Deeds which included the cross-
collateralization requirements. In other words, all of the assets



of Christmas Farm Inn, Inc. now secure both obligations and all of
the assets of Mr. and Mrs. Zeliff secure both obligations. This
was what was intended in the original loan commitment and which
unfortunately was not reflected in the aortgage documents.

The allegation of under-collateral izat ion raised by Associated
Press is dependent upon collateral values being less than the face
amount of the original incorrect Mortgage Deeds. It should be
noted that there is n2 mention in the Associated Press article with
respect to collateral values. Nevertheless, the question remains
as to the extent of the Bank's exposure if the Bank was, in fact,
under-collateralized. To a certain extent, this firm is
incompetent to comment upon the Associated Press allegation that
the Bank was "grossly undersecured." Obviously, we are not
appraisers and do not know the value of those properties. Assuming
the Bank was under-col lateral ized, it would be based only upon the
mortgaged documents. The reality is that all other documents
associated with these loans are drafted with the specific intention
of encompassing all assets owned by the Christmas Farm Inn, Inc.
and the Zeliffs individually. The Security Agreement referred to
cross-collateralization and was supported by cross-guarantees
provided by Christmas Farm Inn, Inc. and the Zeliffs. At the first
hint of a credit problem, this firm would have moved swiftly under

0 those documents and would probably have obtained sufficient
collateral to secure the Bank's position.

Notwithstanding that reality, a second, and perhaps more
significant, avenue of recovery for the Bank would be this firm's

C> professional liability policy. A number of years ago, First NH -
White Mountain Bank (or particularly its predecessor,, White
Mountain National Bank) made a decision to use independent counsel
for the purposes of preparing all closing documents and closing all
commercial loans. Its intent in doing so was to assure that it
would have that extra level of protection afforded by professionals
who stand behind their product All are amply insured for that

0 purpose. As such, we carry a significant amount of professional
liability insurance to assure clients such as the Bank and its
customers do not bear the financial burden of our errors. Thus, in
a worst case situation,, First NH - White Mountain Bank and its
shareholders would have been protected by this firm and its
professional liability carrier.

In closing, I think it is important to take heed of the adage:
"where there is no harm, there is no foul."t In this particular
case, due to the diligence of the bank and its officers, an error
in the collateral documents was discovered, although tardily. This
firm responded immediately to that particular situation and with
the cooperation of the borrowers re-secured the bank's loans
through the Confirmatory Mortgage Deeds in the manner that was
intended on May 17, 1989. That action eliminated any possible
exposure.

While I believe our accuracy and ability to service the bank
has been borne out by our record over the last ten or more years,



V do apolog:ie that an rror 4id occur vh, unfortunately, has
,posed the bank to adver" jubicity.

Very truly yours,

S, P.A.

RFC/dlc
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I This fall we were informed t
Inn had met the rigorous crit

become a member of Countn
& Back Roads Innkeepers
tlion. This Is considered one a
most outstanding guides to
of North America Sydna & 8
looking forward to attending
Association s annual meeting
November 29th to December
Williamsburg. Virginia where
will meet and share ideas wit?
members.

All the staff here at Chrlstmi
Farm Inn take pride in this ain

'0 have rededicated ourselves to
talning our standards of excelthat has brought us this hoom

w

rqi
V

tit

that the
OU't to

Inns
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oter Ger-1man Acid Rain Delegation
Wally Stickney. Commigsoner for further we go north, the more we arei we New Hampshire Department of keling at home. We have come to themain- Transportation. hosted a delegation United States to learn our lessonsfrom Germany at the Inn. The group about enwrinmenta politics and wecame frmn the R public of Germany know that the future of our states isto study the issues of acid rain and depending on the fact of bringingII hazardous waste cleanup. together econmny and ecology'.Dr. Erwen Vetter who is manister It Is always Interesting to meet withof the Envibonmernt at Baden - Wur- guests from other countries an AM ri4

llc' U was quoted as myng -Tle

The Zeliff
Family News

C7' May 14th was a red letter dW Jim
graduated from Purdue University as
a Veterinarian. He is now working on
Long Island for an Equine Orthopedic

-' Veterinarian

Mchael is in his Junior year at
Siniversitv of West Florida. This year
he is ver. busy as the President of his
Fraternity. President of the Marketing
Club & the on campus representative
tor Macintosh Computers

Will and his fiance Jennifer Julian.
packed the car and moved to Oakland.
California in August. They camped
cross country and stayed at Yellow-
stone during the -fire season-. It was
an interesting experience but the-
were glad to get out of the car after two
weeks. Will is cooking at a restaurant
in Oakland and Jennifer has been
going to school.

how much we hawve in -.

The Zeliff Family Michael. Bill. Jim. Sydna and Will

Bill & Sy8a's excitement was at -
tending the Republican National Con-
vention in New Orleans. Bill was a
Delegate representing George Bush.

It was such a wonderful experience you
will all have to hear it first hand from
Bill.

.:::-:: : ================-. :::::-- ....................... -- - -- .- _/__
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Our first E

Department.
Nancy luw

S for the past
SMormon and
S church and

when she is
All of us hen
deal of respe
Nancy and hNancy Crouwher

*ChRiM Star ***
,mployee of the Year Is
her of the Housekeeping

s been one of our key
ere at Christmas Farm
w'ven years. She is a
is very active in her

wants to be a nssiomary
eligible to retire.
e at the Inn have a great
ct and admiration for
er commitment to a way

of life which Is centered around her
family, her church and her job. In
addition, she always has tme to
chat with anyone. give them words
of encouragement when they need
it. and is willing to go the extra muile
with a smile that is sincere u well
as contagious.

Nancy's prize will be a week-end
trip for two to Montreal with all
expenses paid. plus $250 in spend-
ing money.

Main Inn remodeled and redecorated
from pipes to wallpaper to fireplace!

We finally decided to take the
plunge and completely remodel and
redecorate the Main Inn. It started

- our with a change-over of the
heating system from steam heat to

", hot water baseboard heat with

thermostats In every roon-to
tearing out all the galvanized
plumbing & changing over to
copper. The end results of all this
was the eliminatin of a lot of
unnecessary notse as well as

providing a much more balanced
and eflicient heating system. The
improvements in our plumbing
system, of course, eliminated all the
problems of poor water pressure.

The decorating was dhvided into
two segments. Elizabeth Brazilian.
a local interior decorator. concen-
trated her efforts on the dining
room. liMng rooms and ftmt desk.
Sydna. working with Lynn Crocber
of Laura Ashley in Batin . redeco-
rated all the guest roams In the
Main Inn.

In total, the Inn is now lookin
great and we look frwad to havming
you see the results of our had
work- would you believe two
rooms with Jaccuues and a new
fireplace in the living rom! We ae
really excited and we know you will
be too!

AAAAA4AAAAAVVV
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Friends from Fr and Near

as

I:
Our Artist FrLens:

left) eorgW Read Bartow.
Iright Fhunces Weston Hoyt.

The Grffm G#ls The Morentefolyfron

The Eclcrts & Mcllahon8SW~ Cekqxebr
30Oye= fsftVi

Christrvas Fariv Inn.
T7he -Duxy FAm Buntch-

Winetasting 1988

Mane Tousignant.and Dean Williams Distributors:
Jet Wine & Spirts.

Reading China & Glass
provided the glassware.

Carolyn Wente of
Wente Bros.

.1 r4
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m _Bradford 
E. Cook

Sheehan, Phinney, Bass 
& Green, P.A.

1000 Elm Street, p.O. 
Box 3701

Manchester, NH 03105.

603-668-0300mm- z

The azove-named individual .s .reeoy designated as my

counsel and is aut' -Or-: 4d to :ecelve any ,ot "- -c at 'o n s and otbe

c=uniC3t-nS f::m :he C: .-s'n and to act on my.enal- -eforS

taje ^.mM2SSLone

tt /,~ /7 ______________

womommt : -' ~a Zs 'e

? v6 First NH-White Mountain 
Bank

P.O. Box 1760

North Conway, NH 03860

Ila = P H = t

603-356-5451
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FEDERAL ELECTION COMMISSION ML
fe ASHINGION. DC 20463W E

January 16, 1991

TO: The Commission

FROM: Lawrence m. Noble
General Counsel

BY: Lois G. Lerner
Associated Genel-'l Counsel

SUBJECT: MRU 3191
Request For Extension of Time

By letter dated January 11, 1991, counsel for CongressmanBill Zeliff, Sydna Zeliff, the Friends of Bill Seliff Committeeand John C. Naramore, as treasurer, and Christmas Farm Inn,Inc. requested an extension of 60 days to March 19, 1991, inC4which to respond to the complaint in this matter. The letterexplains that the extension is necessary to allow time to1.0 assemble and review the many financial records involved in thematter. The complaint addresses possible excessive\0 contributions by the candidate's spouse, possible diversion ofproceeds from bank loans to the candidate's comaittee, and/orpossible corporate contributions from a corporation owned bythe candidate and his wife. The Office of the General Counselrecommends that the Commission grant the requested extension inlight of the Respondents' sizable task necessary to prepare an
Ln adequate response.

RE1COKRUD&0TOggS

1. Grant an extension of 60 days to Congressman Bill Zeliff,Sydna Zeliff, the Friends of Bill Zeliff Committee andJohn C. Naramore, as treasurer, and Christmas Farms Inn,
Inc.

2. Approve the appropriate letter.

Attachment
Request for Extension

Staff person: Jeffrey Long



BEFORE THE FEDERAL ELECTION CONNISSIOI

In the Matter of )
)

Request for Extension of Time ) MUR 3191

CERTIFICATION

1, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on January 18, 1991, the

Commission decided by a vote of 5-0 to take the following

actions in HUR 3191:

1. Grant an extension of 60 days to
Congressman Bill Zeliff, Sydna Zeliff,
the Friends of Bill Zeliff Committee
and John C. Naramore, as treasurer,
and Christmas Farms Inn, Inc., as
recommended in the General Counsel's
Memorandum dated January 16, 1991.

2. Approve the appropriate letter, as
recommended in the General Counsel's
Memorandum dated January 16, 1991.

Commissioners Aikens, Elliott, Josefiak, McGarry, and

Thomas voted affirmatively for the decision; Commissioner

McDonald did not cast a vote.

Attest:

Date "eJarjorie K. Emmons
SeWretary of the Commission

Received in the Secretariat: Wed., Jan. 16, 1991 11:18 a.m.
Circulated to the Commission: Wed., Jan. 16, 1991 4:00 p.m.
Deadline for vote: Fri., Jan. 18, 1991 4:00 p.m.



FEDERAL ELECTION COMMISSION
WASHINCTON 0 C 20463

January 24, 1991

Jan V. baran, ESquire
Wiley. Rein a Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 3191
Congressman Bill Zeliff,
Sydna Zeliff, the Friends of
Bill Zeliff Committee and
John C. Naramore, as
treasurer, and Christmas
Farms Inn, Inc.

Dear Mr. Baran:

This is in response to your letter dated January 11,1991, which we received on January 11, 1991, requesting anextension of 60 days to respond to the complaint in the*bove-referenced matter. After considering the circumstancespresented in your letter, the Federal Election Commission hasgranted the requested extension. Accordingly, your response isdue by the close of business on March 19, 1991.

If you have any questions, please contact Jeffrey Long,the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence m. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



MUR 3226

RAD REFERRAL - FEBRUARY 15, 1991



REPORTS ANALYSIS REFERRAL

TO

OFFICE OF GENERAL COUNSEL

DATE: 15 February 1991

ANALYST: KAREN WHITE

I. COMMITTEE:

1 1. RELEVANT STATUTE:

Friends of Bill Zeliff Committee
(C00237909)
John C. Naramore, Treasurer

(11/21/90 to Present)
Richard H. Kirk, Treasurer
(7/31/89-11/20/90)

c/o Leone, Bigelov & McDonnell, PA
Rural Route #1 Box 
Wolfeboro, NH 03894

2 U.S.C. 5434(a)(6)
11 CFR 5104.5(f)

III. BACKGROUND:

Failure to File Forty-Eight Hour Notifications

The Friends of Bill Zeliff Committee ('the Committee)
has failed to file the required Forty-Eight (48) Hour
Notifications ('48-Hour Notices*) for two (2) contributions/
loans totaling $97,000 received prior to the 1990 Primary
Election.

The candidate was involved in the 1990 Primary Election
held on September 11, 1990. Prior Notice was sent to the
Committee on August 6, 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
August 23 through September 8, 1990. The notices must reach
the appropriate federal and state offices within 48 hours of
the committeets receipt.0

1/ Correspondence was sent to a former address of record.



8 or BILL SELIFF COOW1TTZ
USPOTSM AnkLYsis OGC RiEFRRAL

Schedules A and C of the 1990 October Quarterly Report
indicate that the Committee failed to file two (2) 4 8 -Hour
Notices for contributions/loans received during the
aforementioned period (Attachment 3). The following Is a
list of the contributions/loans for which no 48-Hour Notices
were filed:

Contributor Name Date Amount
William H. Zeliff Jr.
(candidate loan) 8/28/90 $40,000
William H. Zeliff Jr.
(candidate loan) 9/4/90 $57,000

On December 4, 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 $1,000 or
more. The notice requested the Committee to review their
procedures for checking contributions received during the
aforementioned time period. In addition, the notice stated
that although the Commission may take legal steps, any
response would be taken into consideration.

On December 21, 1990 the Commission received a response
from the Committee stating that it was an oversight and that
the Committee will update their procedures (Attachment 5).

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None.
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All reoorts have been reviewed exceot the 1990 Year End Renort.
Cash-on-hand as of 12/31/90: $4.326.65
Debts owed by the Committee as of 12/31/90 $375,800.44
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PUUARY BLCTION

REPORT NOTICE
FEDERAL ELECTION COMMISSION

m IMAR PSISE August 6, 1990

HAILING tPILIN
31Vo1R0 REPORTING PERIoo/ M"2/ Dan
PRE-P1Ri y 5 07/01795 Z 06/22/90 06/27/90 06/30/10
OCTOBER, QUARTERLY 08/23/90 -09/30/90 10/15/90 10/15/90

W20 MUST FILE
PRINCIPAL CAMPAIGN COMMITTEES OF CONGRESSIONAL OCANDIDATIS*
who seek nomination In the September 11, 1990, wev Bampshire
Primary.

WRAT ROST aE REPORTED
All financial activity that occurred during the reporting
period (or before, If not previously reported).

Candidate comittees use Torn 3 (enclosed). If the campaignhas more than one authorized committee, the principal campaigncomittee must also file a consolidated report on Form IS.

W3333 TO FILE
Consult the instructions on the back of the Form 3 Summary
Page. Note state filing requirements also.

Committees should affix the peel-off label from the envelope
to Line I of the report. Corrections should be ade on the
label.

LAST-MINUTE COINTRIBUT OHIS
Committees must also file special notices on contributions of
$1,000 or sore, received during the period August 23 through
September 8, 1990. The notice must reach the appropriate a
federal and state offices within 48 hours of the committee s
receipt.

COMPLZANCR
TREASURERS OF POLITICAL COMMITTEES ARE RESPONSIBLE FOR FILING
ALL REPORTS ON TIRE. FAILURE TO DO SO IS SUBJECT TO
ENFORCEMENT ACTION. COMMITTEES FILING ILLEGIBLE REPORTS OR
USING NON-FEC FORMS WILL BE REQUIRED TO REFILl.

l/The period begins with the close of the last report filed by
the committee. If the coumittee has filed no previous reports,
the period begins with the date of the committees first
activity.
2/Reports sent by registered or certified mail must be
postmarked by the mailing date. Otherwise, they must bereceived by the filing date.

FOR INFORHATIOI, Call: 800/424-9530 or 202/376-3120

m
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ATTACHMENT 4
PAGE 1 of 2

FEDERAL ELICISON COMMISSION 504

hsba C. Naremore, Treasurer
friends of sill seif Committee
US 3in street
Ranchester, " 0101

Identification numbers C00237909

Iteferences October Quarterly (6/23/90-9/30/90) end Amended
October Quarterly (8/23/90-9/30/90. dated 11/a/90)
aeports

vea mr. waramores

this letter i prompted by the Conaission°s preliminary
' "review of the report(s) referenced above. The reviev raised

questions concermigm certain Information contained In the
report(s). An itemination follows$

-Lime 19(b). Column As of the Detailed Summary Page

discloses $0 s other loan repayments. Schedule a
P*4 supportimg Line 19(b) itemises $2.047.83 in repayments.

SPlease eMlatm the discrepancy Wnd amend your report(s).~(11 Crat 1194.3(b))

-Schedule A of ,'out report indicates that your committee
may have failed to file one or note of the re qred 48
hour notices regarding %lost minute' coutributiem
received by your committee after the close of books for1 the 12 Day Ire-Primary report. A principal caoi
committee must notify the Commissions in writing. vithin
48 hours of any contribution of $1,000 or more received
between two and tventy days before an election. These
contri utions are then reported on the meat report
required to be filed by the committee. To ensure that
the Commission is notified of lost minute contributiea
of $1,000 or more to your campaign, it is recommended
that you review your procedures for checking
contributions received during the aforementioned time
period. Although the Commissionma take 1.e01 action,
any res onse You vsh to maec oncernin thi att
W1 ri em n it cnerafoi. 12 ra $194.six)i
A written response or an amendment to your original reportts)

correcting the above problem(s) should be filed with the Clerk *I
the souse of Replesentatives, 1036 Longvorth Bouse Ofice

~I



ATAcmeNtIT 4
PAGE 2 of 2

vI~dt,. Washtlsteme be 20bl$ withim Ilitoea s41) doys of the
kte o this letter. 9f -e nesa aessstaneo !leeso foel freo to

ut messet tell feo me, (eS@ 4244$300 My lotal
or (30) 376 24 .

8slterelys

Yiren ouk
Reports Analyst
Reports Analysis Division

0

-'p

'I)

'0

*0)
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Dece..dwr 11. 1990

Clerk of the Nous of Representatives
1036 Longvorth souse Office buildisg
Washington. OC 30SS

Attention: Karen V. iblto

Re: Friends of Dill .lfitf ComitteeOctober Quarterly (8/23/90 - 9130/90) and Aended OctoberQuarterly 18/23/" - 9/30/90) dated 11/S/90) RePorts
Dear Me. Whto,

Attached please yor letter doted Docember 4. 1990. egt"rdtng the
above referenced leports.

Line 19(b) - The amount of the loam was set correetlyL 1iot
on Schedule a and was inadert met corrlod
Column A of the Sumry ae. U are Pays t ft W*I s tt
an Amended Report for this reprUtng petted.
Scbedule A he reporting Ot a* am &ut l let
Ninute Reporting of Contribstliol wao a fiht. o
person responsible for tb hanaling t o m114914l1
Contributions" and reporting the receilts of 1M0 or more was
not aware of the loans and therefore 4id mot repot them as
required. Ve will "update our prroehures' so that this does
not happen in the futue..

If you need any additional infornation, please contact me at our
convenience.

C%'

Assistant lreesurer

CC: bill Zeliff

Ihr d SF o me

IS .4 *. 4,J:

o A=



91 FEB 22 P44 28

rlNMIAL R IC0 CO UEIcMSON
999 z street, N.W.

Washington, D.C. 20463

FIRST GUUURtLCOURSE ,LS RMST

RAD Referral #91L-21
STAFF NrER: Jeffrey Long

SOURCE: I N T 9 R N A L L Y G R N E R A T E D

RESPONDENTS: Friends of Bill Zeliff Committee
and John C. Naramore, as treasurer

RELEVANT STATUTES: 2 U.S.C. S 434(a)(6)
11 C.F.R. S 104.5(f)

I. G3MRTlOw OF RATTER

The Office of the General Counsel received a referral from

the Reports Analysis Division ("RAD") on February 19, 1991.

Attachment 1. The basis for the attached referral is the

failure of Friends of Bill Zeliff Comittee and John C.

Naramore, as treasurer, ('Committee') to file two forty-eight

hour notifications ('48 Hour Notices*) for contributions

totaling $97,000.00. William H. Zeliff won the 1990 PrImary

Election in the let Congressional District in Nev ampehire

with 27 percent of the vote and won the General Election with

55 percent of the vote.

I1. FACTL AND LGAL ANALYSIS

See Attachment 2.

11. DISCUSSION OF CONCILIATION AND CIVIL PENALTY

The Office of the General Counsel recommends that the

Commission find reason to believe that Friends of Bill Zeliff

Committee and John C. Naramore, as treasurer, violated



a-a-

2 U.S.C. S 434(a)(6). In addition, this Office recommends that

the Commission offer to enter into conciliation with the

Respondents prior to a finding of probable cause to believe.

Attached for the Commission's approval is a proposed

conciliation agreement

IV. aUCOUnU0M OM

1. Open a mm.

2. Find reason to believe that Friends of Bill Zeliff
Committee and John C. Naramore, as treasurer, violated
2 U.S.C. S 434(a)(6), and enter into conciliation prior
to a finding of probable cause to believe.

3. Approve the appropriate letter, Factual and Legal
Analysis, and proposed conciliation agreement.

Lawrence M. Noble
General Counsel

ate 4 BY: ; 06
LOIS G. Lerner 1
Associate Gene ral Counse~

Attachments:



BEFORE THE FEDERAL ELECTION COMMIS8ION

In the Matter of

Friends of Bill Zeliff
Committee and John C.
Naramore, as treasurer.

)) R&D Referral 91L-21
)
)

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on February 27, 1991, the

Commission decided by a vote of 6-0 to take the following

actions in RAD Referral 91L-21:

1. Open a NUR.

2. Find reason to believe that Friends
of Bill Zeliff Committee and John C.
Naramore, as treasurer, violated
2 U.S.C. S 434(a)(6), and enter into
conciliation prior to a finding of
probable cause to believe.

3. Approve the letter, Factual and Legal
Analysis, and proposed conciliation
agreement, as recommended in the
General Counsel's Report dated
February 22, 1991.

Commissioners Aikens, Elliott, Josefiak, McDonald, McGarry,

and Thomas voted affirmatively for the decision.

Attest:

Date' S eajorie W. emons$ eary of the Commaission

Received in the Secretariat: Friday, Feb. 22, 1991 4:23 p.m.
Circulated to the Commission: Monday, Feb. 25, 1991 11:00 a.m.
Deadline for vote: Wednesday, Feb. 27, 1991 11:00 a.m.

77



FEDERAL ELECTION COMMISSION
WASH"dCTOK D.C 20W.

March lo 1991

John C. Haramore, Treasurer
Friends of Bill el1ff Committee
p.O. Box 5650
manchester, New Hampshire 031008-56S0

RE: HUR 3226
Friends of Bill Zeliff
Committee and John C.
Naramore, as treasurer

Dear Mr. Naramore:

on February 27r 1991. the Federal Election Commission
found that there Is reason to believe the Friends of Bill
icliff Committee (*Co ttee) and you, as treasurer, violated
2 .S.C. 9 434(a)(6), a provision of the Federal Election
Campaign Act of 1971, as amended (Othe Act"). The Factual and
Le" 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
ne action o-bld be taken against the Coumittee and you, as
treasurer. 1u may submit any factual or legal materials that
yOU belie are relevant to the Commissiones 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 the Committee
and you, as treasurer, the Commission may find probable cause
to believe that a violation has occurred and proceed with
conciliation.

In order to expedite the resolution of this matter, the
Commission has also decided to offer to enter into negotiations
directed towards reaching a conciliation agreement in
settlement of this matter prior to a finding of probable cause
to believe. Enclosed is a conciliation agreement that the
Commission has approved.



John C. Naramore. Treasurer
Page 2

If you are interested in expediting the resolution of this
matter by pursuing preprobable cause conciliation and if you
ayree with the provisions of the enclosed agreement, please
sign and return the agreement, along with the civil penalty, to
the Commission. in light of the fact that conciliation
negotiations, prior to a finding of probable cause to believe,
are limited to a maximum of 30 days, you should respond to this
notification as soon as possible.

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.

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

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

NO the Commission in writing that you wish the investigation to be
made public.

rn
For your information, we have attached a brief description

of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact Jeffrey
Long, the staff member assigned to this matter, at (202)

Vr) 376-5690.

Sincerely,

inrWarren McGarry

Enclosures
Factual-and Legal Analysis
Procedures
Designation of Counsel Form
Conciliation Agreement
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FACT L a M 1. W.Amis8

RISOND T 3S: Friends of Sill oliff Committee NUN: 3226
and John C. Maramore.
as treasurer

This matter was generated based on information ascertained

by the Federal Election Commission ("the Commission') in the

normal course of carrying out its supervisory responsibilities.

See 2 U.s.c. S 437g(a)(2).

The Federal Election Campaign Act of 1971, as amended

("the Act'), requires principal campaign committees of

candidates for federal office to notify in writing either the

Secretary of the Senate, the Clerk of the U.S. Mouse of

Representatives or the Commission, as appropriate, and the

Secretary of State, of each contribution totaling $1,000 or

ore, received by any authorized comittee of the candidate

after the 20th day but more than 48 hours before any election.

2 U.S.C. S 434(a)(6)(A). The Act further requires notification

to be made within 48 hours after the receipt of the

contribution and to include the name of the candidate and

office sought, the date of receipt, the amount of the

contribution, and the identification of the contributor. Id.

The notification of these contributions shall be in addition to

all other-reporting requirements. 2 U.S.C. S 434(a)(6)(B).

The Primary Election in the State of New Hampshire was

held on September 11, 1990. Pursuant to the Act, the Committee
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vms required to notify the Commission, in writing, of all

contributions of $1,000 or more received from August 23 to

September 8, 1990t within 48 hours of their receipt.

A review of the Committee's 1990 October Quarterly Report

identified two contributions received on August 28 and

September 4, 1990, of $1,000 or more totaling $97,000. The

contributions were reported on Schedules A and C as personal

loans made by the candidate to the Committee. According to

11 C.F.R. S 100.7(a)(1)(B), a loan is a contribution at the

time it is made and is a contribution to the extent that it

remains unpaid. The Committee did not submit 48 Hour Notices

for these contributions.

Therefore, there is reason to believe that Friends of sill

Zeliff Committee and John C. Naramore, as treasurer, violated

2 u.S.C. 5 434(a)(6)(A) by failing to report campaign

contributions in excess of $1,000 received after the 20th day,

but more than 48 hours before the primary election, within 48

hours of receipt of the contributions.
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ASrAc 19, 1991 (20a) 41-7040
i JAN WilTOLD SARmAN 

T'ILEX &463-09 *YON UP

(201) 49-7330

Lawrence M. Noble, Esquire

General Counsel
Federal Election Commission

999 E street, N.W.

Washington, D.C. 20463

Attn Jeffrey Long, Esquire 
a

Re: HUR 3191
H-Drr. oble:

Attached please find the R 
of Friends of Bill .-CI

zeliff Committee and John L. Haramore 
as Treasurer,

Congressman William H. Zeliff, 
Jr., and Sydna T. Zeliff, in

(4 Matter Under Review (HUR") 
3191.

,so This Response includes certain 
detailed information

concerning the personal finances of C%-- - -esm'N Seliff, his

wife Sydna, and their jointly 
owned Sb t S ion,

Christmas Farms Inn, Inc. This InformtOfl, ai h

relevant to the Commissions, consideraticn of WR 3191, is

considerably more detailed than the Caviar----- is required

to disclose publicly as a 
federal candidate or M er of

C Congress. Accordingly, I request that the 
specifics of the

Zeliffs' personal finances, 
and those of Christmas Farm 

Inn,

Inc., be treated in a confidential 
manner and excerpted from

the public file, including from the General 
Counsel's Report

and Respondents' Response 
and accompanying Affidavits, 

when

this Matter is closed. This was the procedure adopted 
by the

Commission when it dealt 
with similar information 

in MUR 2070

Sincerely,

Jan Witold Baran

JWB/smr
Enclosure

cc: Honorable William H. Zeliff, 
Jr.

Sydna T. Zeliff
Friends of Bill Zeliff,

John C. Naramore, as Treasurer



WILEY, REIN & FLING
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IlmmonaV, D. C. Soo"o

JAN WITOLD DAMAN maZrch 19, 1991 mC 41.,o.4
(308) 4897330 ygaegz

Lawrence N. Noblo, Esq.General Counsel ,o 'Federal Election Commission "now

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

Attn: Jeffrey Long Ma

Re: MOR 3191 (Friends of Sil Seliff Comittee and _

John C. Narsuore, s a , The are.
William 3. 1.1iff. Jr.. and Evn T. _t-lff) -

Dear Mr. Noble:

This Respons, along with the attaCied Affdavits and

materials, is submitted on behalf of the Friends of Sill

Zeliff Committee (wComittees) and John C. Nermore, as

Treasurer, Congrsm an William H. leliff, Jr., and his vife

Sydna T. Zeliff, in response to* Ca plant filed by Joseph

F. Keefe and designated Ratter under yviw (EIR) 3191.

For the reasons set forth herein, the Federal Election

Commission should find no reason to believe that the named

respondents have violated the Federal Election Campaign Act

of 1971, as amended ("Act").

INTRODUCTION

William H. Zeliff, Jr. was elected to represent the

First Congressional District of New Hampshire in the United

States House of Representatives on November 6, 1990. This



ws Mr. Zeliffes first campaign for any federal office. His

campaign cammittee, the Friends Of Dill .liff Comitt.o0

raised a total of $807,514 and spent a total of $602,680.1'

Of that total, Congressman Zeliff loaned the Committee a

total of $357,500 from pl funds.

On November 30, 1990, Joseph F. Keefe, Congressman

Zeliff's Democratic opponent in the general election, filed

the current Complaint with the Federal Election Comission

("C omission" or "FEC") against the Friends of Bill Zeliff

Committee, William H. Zeliff, Jr., Sydna T. Zeliff, and

lichard H. Kirk in his capacity as Traurer of the Friends

of Dill Zeliff Comittee. 1 ' The gravinn of the Complaint

is that Congressman Zeliff could not afford to loan his

campaign $357,500 because he did not have sufficient assets.

Instead, the Complaint alleges, loans reported as

funds of Congressman Zeliff must have come from excessive

spousal contributions from Sydna T. Zeliff in violation of 11

C.F.R. § 110.1(b) (1) and 110.10(b) (3), and from illegal

corporate contributions from Congressman Zeliff's business,

Christmas Farm Inn, Inc. ("the Inn" or "the corporation") in

violation of 11 C.F.R. j 114.2(b) & (c). Moreover, the

1 Se Federal Election Commission Press Release,
February 22, 1991, p. 36.

I/ Richard H. Kirk was replaced on December 6, 1990,
as Treasurer by John C. Naranore and by Assistant Treasurer
Thomas S. Bigelow.

go2 -
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C=laint conjectures (at 3) that loans to the Cmitte from

Conar1ssman Zeliff "cams from four possible Vurae. ohe

C laint suggests excessive Contributions, Oorporato

contributions, a diversion of bank loans from Christmas Farm

Inn, Inc. to the Cmittee, and/or unreported assets or

holdings as the Ofour possible sourms." The Complaint also

alleges that the Cmnittee used Christmas Farm Inn, Inc.

without rembysement.

In fact, the sources of Congressman Seliff'e personal

funds totalling $357,500 loaned to the campaign were as

follovs:

(i) Cash draws against the Congresmans fi4-.erVCen

equity in Christmas Farm Inn, Inc., a 8ubae r S

corporation through which the Seliffs oPRate a

country inn, a restaurant, and a otry st1re, in

the form of checks totalling $209,000 drawn from

the Inn's bank account;

(ii) Personal funds of the Congressman derived from

salaries, rents, and liquidated assets;

(iii) A loan from The Woodstown National Bank & Trust

Company of Woodstown, New Jersey to William H.

Zeliff, Jr. personally in the amount of

of which $108,000 was loaned to the Comittee.

This loan was made by the Bank to Congressman

Zeliff in the ordinary course of business, in the
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se manner that the Bank had loaned him tunds over

many Years; and

(iv) A home equity line of credit for frm the

Dartmouth Bank of Nancete, New Wampehire,

secured by Congressman Soliff'a personal residence

and from which Cong mn Zeliff loaned his

campaign $33,500.

In each case, Congressman Seliff ueed his own persoal funds

or his own personal equity to fund his loans to the

committee.

?hoghout the campaign, the itt - also used

tranpoation and office services of Orwitmas Farm Inn,

Inc. and was billed invoices totalling $32,,483.76 for those

services. All of the above loanm, dWbt, and Wpay-t have

been reported on the Comittee's FC reports, and the Inn's

invoices have been paid in full by the C- mittee.

As detailed more fully below, Seliff's

personal loans totalling $357,500 to his campaign Camittee

complied with FEC regulations. Bank loans to Congressman

Zeliff which were in turn loaned to the Committee complied

with the ordinary course requirement of 11 C.F.R.

§ 100.7(b)(11). And funds loaned to the Committee fr

Congressman Zeliff's personal accounts complied with the

personal funds provisions of 11 C.F.R. § 110.10 (a) and (b).

Finally, the Committee's use of the Inn's automobiles and
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sewroes c lLed with the re1bu-sement provisions of 1i

C.F.R. 1 114.9. Tberefor, the mion Should find no

reason to believe a violation has ncrred and imiss the

Complaint.

1. ALL FONM WbYRD TO TI CAPA BY XON 3! UM zULIFF
nHIs EQUITY IN " nIr AND HIS IOWAL IMCOam

A IAS FND UART TO 11 C.F.R.
I 110.10(a) & (bL.

During the corse of the campaign, Congs -ms Zeliff

loaned the Committee $216,000: $209,000 frm hisp

equity in the Inn and $7,000 from his other rns.11

The Inn is a Su-be-apter S corporation wholly aned by

Congre-man Zeliff and Sydna Zeliff. fim Affidavit of

Kenneth Kaslow at 1 & 2.1' Under Subchapter 8 of the

Int*rnal Revenu Code,' the income earned by a S S

corporation is taxed to its individual owners inste of to

the corporation. That is, the Internal Revenme Service

considers the income as the individal inr.*& R M , not as

corporate money. 1'

21 Se List of Loans from Personal Funds of William H.
Zeliff, Jr., Attachment 1.

-!I The Affidavit of Kenneth Kaslow is attached hereto
as Attachment 2, and is hereinafter cited "Kaslow Aff."

11 26 U.S.C. if 1361-1379. A Subchapter S corporation
is also commonly called a "closely held corporation.*

.p See ganerally, I. Grant & W. Christian, Subchapter
S Taxation if 1.01 - 1.02 (3d ed. 1990).



Consistent with thin treatment of the Inn's account as

personal income, [as the only two overs of Christmas Farm

Inn, Inc., William Zeliff and Bydna Zoliff have frequetly

drawn against their equity, as needed, from Christmas Farm

Inn, Inc." for many years. ane Kaslow Aft. at 10. The

draws have been in the form of checks written on the Inn's

bank accounts and have always been reflected in the Inn's

internal business records and calculations of miner equity.

See Kaslow Aff. at 1 10.

Congressman Zeliff'a draws against his half of the

equity in the Inn for campaign purposes conformed with these

traditional practices. Congressman Zeliff drew upon his

equity in Christmas Farm Inn, Inc. in the total of $209,000

during the course of the campaign. This 2lggegt amount me

well within Congressman Zeliff's pernl equity in Chritmas

Farm Inn, Inc.

The appraised value of Christmas Farm Inn, Inc. as of

September 15, 1989 was Am Kasloaw Aff. at 1

7.21 This value was appraised before Congressman Zoliff

began drawing upon his equity in the corporation, and thus

reflects the pre-campaign value of the Inn. As of December

31, 1990, Christmas Farm Inn, Inc. had outstanding mortgages

and debt totalling fSe Kaslow Aft. at I S.

21 See also Appraisals of the Christmas Farm Inn,
Yesterday's Restaurant, and the Jackson Corner Store,
Attachment 3.
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Mbre ore, total s older equity was even

after e eliff's wit'hdral of $209,000 of Persal

equity. This left Cong Zeliff, as a one-half owner,

vith in stockholder equity. Decause the drawn

amount was clearly within Congressman Zeliff's equity in

Christmas Farm Inn, Inc., no amount of the $209,000 should be

attributed to Sydna T. Zeliff. The Congressman loaned the

campaign a further $7,000 of his personal funds available to

him from his salary and other inc me.1

According to 11 C.F.R. J ll0.l0(b)(1), personal funds"

means:

Any assets which, under applicable state
law, at the time he or she became a
candidate, the candidate had legal right
of access to or control over, and with
resect to which the candidate had
either: (i) Legal and rightful title, or
(ii) An equitable interest.

Congressman Zeliff did indeed have a legal right of access

and control over his equity in the Inn, and thus his draws

upon that equity complied with the personal funds provisions

of 11 C.F.R. § 110.10. Furthermore, 11 C.F.R. § 110.10(b)(3)

provides:

A candidate may use a portion of assets
jointly owned with his or her spouse as
personal funds. The portion of the
jointly owned assets that shall be

1 William H. Zeliff, Jr.'s income during 1989 and
1990 included a salary from the Inn, rents received fr real
estate he owns, and the proceeds of the sale of his share of
two condominiums.



onideaerd as pe al funds of the
oandidate shall be that portion which is
the candidate's share under the
instMruments (s) of conveyance orownership.

Because $209,000 was well within the Cong -Ismas share of

equity in the Inn, the drawn amount constituted personal

funds under the Regulations.

II. ALL BANK WARM TO cOMOESSMNAN ZELIFF USED BY HIM ASM
S OF rum FM HIS LAS TO THE "t3Do OF DILL
ZELIP? UW ZZ- COMPLIE WrH 11 C.F.R. S 10OO7MI

Congressman Zelff personally borrowed funds frm two

banks which he in turn loaned to his campaign. The Uoodstown

National Bank & Trust Company of Woodstown, New Jersey loaned

Congressman Zeliff in February of 1990 and

in O -tob- of 1990. During the course of the

campaign, Congressman eliff loaned the Cmittee a tota of

$108,000 from funds he had borrowed from the good-stumm

Bank.21  The Woodstovn National Bank & Trust Company is

located in Woodstown, New Jersey which was Sydna Zeliff's

home town, and in which the Zeliffs lived during the early

years of their marriage. Congressman Zeliff has been a

regular customer of the Woodstown National Bank & Trust

Company since the mid-1970's. The loan was

uncollateralized at a variable interest rate of 12% (prime

plus 2), which is similar to the terms of all the

I/ &a List Of Woodstown Bank Loans, Attachment 4.
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ogressmian's oth personal loans from the bank over their

years of dealing vith each other, and Cogresman Zeliff is

the only individual or entity liable on the loan. This loan

was consistent vith a history of dealings spanning fifteen

years, including financing for r p ventures and

activities. These dealings are sumarized vith copies of

relevant documt attached hereto. 2' Furthermore, as

noted above, Congr Zeliff s own assets vell ex=eeded

Pursuant to 11 C.F.R. § 100.7(b)(11), a bank loan "is

not a contri by the lending institution if such loan is

made in accordance with applicable banking laws and

regulations and is made in the ordinary course of business.'

"Ordinary course' is defined as follow:

A loan will be deeaed to be made in the
ordinary course of business if it: bears
the usual and customary interest rate of
the lending institution for the categoryr) of loan involved; is made on a basis
which assures repaLmn; is evidenced by
a written instrument; and is subject to a
due date or amortization schedule.

Congressman Zeliff's loan from the Woodstown

Bank complied with these standards. Because the bank has

successfully dealt with Congressman Zeliff on a

noncollateralized basis for many years, the bank has

IRI See bank documents reflecting fifteen years of
dealings and uncollateralized loans between William R.
Zeliff, Jr., and the Woodstown National Bank and Trust Co.,
Attachment 5.
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reasm-ale assurance of repayment. Moreover, the loan bears

a 12% variable interest rate, is evidmncmd by a formal

written loan agr eeen, and payment is due in full on

February 26j, 1995. The fact that the bank has dealt with the

Congressman on this same basis for fifteen years makes it

clear that this was not an improper contribution by the bank

to the Congressman's campaign. Thus, the Woodtown National

Bank Loan complied with the ordinary course requirements of

11 C.?.R. I 100.7(b) (11).

The second bank loan to Congressman Zeliff was the

credit he drew on a home equity line of with the

Dartmouth Bank of Mter, New Hampshire. During the

course of the campaign, Congressman Zeliff loaned the

Comittee a total of $33,500 from the hme equity line.ul

Congressman Zeliff's equity in the house, which is collateaml

for the home equity credit line, exeede $33,500. Xn order

to qualify for the equity line, the Zeliffs had two

appraisals conducted in January of 1989 by Badger Realty of

North Conway, New Hampshire and Hamel Services Group of

Chocorua, New Hampshire.12' The average of the two

appraisals was The outstanding mortgage on

Congressman Zeliff's personal residence in May of 1989 was

U1 See List Of Dartmouth Bank Home Equity Credit
Draws, Attachment 6.

a/ Se Appraisals of Zeliff Personal Residence,
Attachment 7.
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Therefore, the S3lffe.' Joint equity in their

ham as of Nay 1989 was and Congesmmian Zeliffes

personal equity was This figure clearly Meeeded

the $33,500 that Congress an Zliff loaned to the C=mmittee.

Like the Woodetown loan, the $33,500 drawn upon the

Zeliff's home equity line with Dartbouth-Savers bank

Cofnfomd to tandard banking procedures. The loan accrues

interest at the rate of 13.5%, is s by the Zeliffs'

equity in their personal residence, is evidenced by a written

loan agreemt, and is due in full by Nay of 1999, a sta

period for a home equity line.

Furthermore, 11 C.F.R. I lO0.7(a)(1)(i)(D) provides

that:

A candidate may obtain a loan on which
his or her spouse's signature is required
when Jointly owned assets are used as
collateral or security for the loan. The
spouse shall not be considered a
contributor to the candidate's catpaign

'to if the value of the candidate's share of
the property used as collateral equals or

.0" exceeds the amount of the loan which is
uscl for the candidate's campaign.

Congressman Zeliff's equity interest in the Zeliffs' personal

residence exceeded $33,500. Therefore, Congressman Zeliff's

use of his share of equity in the personal residence complied

with 11 C.F.R. 5 100.7(a) (1) (i) (D), and no amount of the loan

should be attributed to his wife, Sydna Zeliff, who owns half

of the equity in the residence as a joint tenant.
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Ill. W 0 UmNK l Om TO isiNa TAMS 1Ie, INC. W VU DIVIRID

The Complaint alleges (at 3) that capital improvement

loans to Christmas Farm inn, Inc. we" diverted to the

Committee. The Complaint asserts that on Nay 170 1989, the

inn received a loan of $1,287,000 and that Congressman Zeliff

and Sydna Seliff received a loan of $562,380.67 which was

guaranteed by Christmas Farm Inn, Inc. The Complaint alleges

that some of these loan proceeds were diverted to the

Committee.

The Complaint's allegation is baseless. Not only were

no bank loans to the Inn ever diverted to the Committee, but

the Complaint is mistaken about the Inn's financial

arramgients. In Nay of 1989, the Inn arranged a loan from

First Now Hampshire-mdte Mountain Bank in the amount of

$1,187,000. Of that total, $857,137.14 merely refinanoed the

Inn's pre-existing debt."1 'ecause the $857,137.14 was

immediately paid by the settlement agent to other banks which

the Inn owed money, the Inn did not receive any cash from

this portion of the loan. The only change in the Inn's cash

status afforded by this refinancing was a pre-approved

II The refinancing simply consolidated five smaller
outstanding loans that the Inn had incurred over the period
of several years.
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C, nstrction loan of $329,862.86"1 which wam ntended for

improvements to Christmas Frm Inn, Inc. 's prerties. As

explained in the Affidavit of Kenneth aslo, [a]lthough

this now $329,062.86 was included in the loan total, thi sum

was not provided to the Inn as cash at the time of the loan

closing. Instead, the Inn had the right to draw down on the

bank for MR t2 this sum, but only as the Inn made capital

improvements.- a Kaslow Aff. at 4.

From Nay 1, 1989 to Decmtber 30, 1990, Christaws Farm

Inn, Inc. borrowed $310,000 of this available loan. SM

Kaslow Aff. at 5. During that period fro Nay 1, 1909 to

December 30, 1990, Christmas Farm Inn, Inc. smt cap ital

expenditures for improvements and refurbishing totalling

$313,996.49. fiM Kaslow Affidavit at 6. Thus, capital

expenditures exceeded the total of loans made to Christmas

Farm Inn, Inc. by $3,996.49.

Therefore, Christmas Farm Inn, Inc. has accounte for

all money loaned to the Inn by First New Hamphire-Uhite

Mountain Bank and can show that these funds were used for

their intended purposes -- improvements and refurbishing at

the Inn' s properties. Accordingly, the Commission should

find no reason to believe that a diversion of corporate bank

loans ever occurred and dismiss the Complaint.

I-"/ The Inn's total loan was for $1,187,000:
$857,137.14 of refinancing and $329,862.86 of new capital.
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IV. T1E PMtVISXOM OF FACILITIS, ]MVZ, AND
T1UP " OR1OM BY CM STAU n INC. COMPLZD
ETYKWeuwiminrmwiu 8 I1 a i it e £u a IA0

At various time t hout the campaign, the Committee

used basic services, facilities, and aut~wbiles of Christmas

Farm Inn, Inc. These services and facilities included

posage, signs, telphoes, and the use of a van and a truck.

Fr August 1, 1989 to December 17, 1990, the Committee was

billed by the corporation a total of $32,483.76 for these

services. The Committee has reported all of these charges on

its aMended FEC reports. Tb Coittee has paid in full all

invoices. m Kaslow Aff. at 1 11.

The Commission's regulation allow a campaign c€mtttee

to use a corporation's facilities, r c, and

transportation services so long as the mittee

"reimburse(&] the corporation . . . a comerially

reasonable tine for the normal and usual charge for producing

such materials in the commercial market.0 11 C.F.R.

5 114.9(a)(2) & (c) & (d) & (*)(2). The Inn charged the

Committee the actual costs for services provided and a

standard rate for mileage on the Inn's vehicles. The

Committee has reimbursed the Inn the full amount for these

services. Therefore, the Committee complied with the

reimbursement provisions of 11 C.F.R. j 114.9.

0 . . .. . i ii - - =
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V. APY T-ZM0 DMs ING I=CCU= O TilP "MIP

~wazw nn, A"D sung-i'z- (iW 001 11DD

The Friends of sill Zeliff Committee was staffed

prmily by volunteers, including a volunteer treasurer.

Thro the course of the campaign, Coqrssmn Sliff' s

loans to the Committee were considered as loans from

Congressman Zeliff's personal funds because he was

responible for providing the loans and because they were

written on his personal checks. Therefore, the staff

reported tm as loans from Congressmen Zliff's permnml

funds. Any errors in reporting were inadvertent. f

Affidavit of John C. Naaore at I G. U

Upon public allegations by Congr san Zliff's gmmeral

election opponent and complainant herein, Joseph F. Seefe,

the Committee employed the accounting firm of leone, B5lelow

& McDonnell of Volfeboro, New Hampshire, to conduct a

complete review of all the Committee's flC Reports and bank

records to make any necessary amendments and to insure

compliance vith the Act and FEC regulations. fif Nlaramore

Aff. at 5. The accounting firm conducted such a review and

the Committee filed omnibus amended Reports with the FZC on

February 15, 1991.

II The Affidavit of John C. Naramore is attached
hereto as Attachment 8, and is hereinafter cited in the form
ONarauore Aff."
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For the reaai set forth above, the abi..i. should

find no reason to believe that the Friends of il1 Seliff

Committe*, John C. 0aramore, as ?reasurer, c aNgreen

Zeliff, and Sydna T. Zeliff violated the Act in this Matter.

Accordingly, the Cplaint should be dismissed.

Siner'ely,

o 3an WitoldBan
Trevor Potter

__ ~Lee X.Goda

Counse for the frim " of bill
elIiff Coiteand John c.

NaOmr as ?reammer Meaon. Minlim a. 3.11ff: Jr.,0 and Syd*a T. eltiff.
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L) 3/30/90 $10,000

4/17/90 $ 5,000

5/90 $ 3,000

8/90 $75,00o

I) 8/28/90 $40,000

9/4/90 $57,000

9/11/90 $20,000

12/3/90 $16,000

Total -

Payinnts to Date -

Outstanditng Obligation -

$216,000

$ 3,008.22

$212,991.78
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county Of Carroll )
) MM 3191

state of Mev Ro" hre

AFFIDAVIT OF I X&LOW

KIUUE KASLOW,, first being duly sworn, deposes and

says:

1. I am emplaoed an the backicee of Christmas Farm

Inn, Inc. (the "nnw), and have perfoamod this service for

CM the Inn since June 1, 1985. In my capacity as the

bookkeeper, I an responsible for maintaining the financial

records of the business and I an familiar vith the finnewlal

ISO affairs of the Inn and its two owners, William S. Seliff, Jr.

and Syfna T. Seliff. Each owns one half of iriatmas Fam

Inn, Inc.

2. Cristmas Farm Inn, Inc. is a S S

It corporation located in Jackson, New Haupshiro and is

ok incorporated under the laws of that state. Christmas Farm

Inn, Inc. consists of three separate local small businesses:

Christmas Farm Inn, a country inn, Yesterday's Restaurant,

located at the Inn, and the Jackson Corner Store. Each of

these three businesses is located in Jackson, Nov Hampshire.

3. In May of 1989, First New Hampshire-White Mountain

Bank approved a loan to Christmas Farm Inn, Inc. in the

amount of $1,187,000. Of that total amount, $857,137.14 was
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for the purpose of consolidating and refinancing pre-existing

debt of the Inn.

4. This arrangement afforded Christmas Farm Inn, Inc.

an additional $329,862.86 to be available on an as-needed

basis for construction and improvements to the Inn.

($857,137.14 + $329,862.86 - $1,187,000). Although this new

$329,862.86 was included in the loan total, this sum was not

provided to the Inn as cash at the time of the loan closing.

Instead, the Inn had the right to draw down on the bank for

U2 t& this sum, but only as the Inn made capital

improvements.

5. From May 1, 1989 to Decmbar 30, 1990, Christmas

Farm Inn, Inc. borrowed a total of $310,000 from this

available credit with First New Hampshire-White

Bank.

6. Christmas Farm Inn, Inc.' s records indicate that

between May 1, 1989 and December 31, 1990, Christmas Farm

Inn, Inc. made capital expenditures for improvements and

refurbishing totalling $313,996.49. Capital expenditures

thus exceeded construction loans by $3,996.49 for the period

from Nay 1, 1989 to December 30, 1990.

7. In September of 1989, Cardinal Appraisals of

Intervale, New Hampshire, appraised the value of Christmas

Farm Inn, Inc. Cardinal Appraisals appraised the value of

the Christmas Farm Inn at of Yesterday's
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tautraut at and of the Jackson Corner Store at

ringing the total value of Christmas Farm Inn,

Inc. to

a. As of December 31, 1990, Christmas Fam Inn, Inc.

had outstanding rtlages and debts totalling

leaving the mners, William H. Seliff, Jr. and Sydna T.

Zeliff, a Joint equity (based on appraisal value) of

Split equally, each shareholder has an equity

of

9. According to Christmas Farm Inn, Inc.,s records,

fro Nay 1, 1989 to D 31, 1990, William H. Zeliff,

Jr., as a half omner, drew from Christmas Farm Inn, Inc. a

total of $209,000 for campaign purpases.

10. As the only two owners of Christmas Farm Inn, Inc.,

William Zeliff and Sydna Zeliff have frequetly drawn against

their equity, as needed, from Christmas Farm Inn, Inc. s'n

my employment began in June of 1965. The Zeliffs also have

made repayments of drawn amounts. Christmas Farm Inn, Inc.

as a matter of ordinary course records all such draws and

repayments on internal business records.

11. According to Christmas Farm Inn, Inc.'s records,

from August 1, 1989 to December 17, 1990, the Inn

periodically provided services and facilities to the Friends

of Bill Zeliff Committee. The Inn regularly sent invoices to

the Friends of Bill Zeliff Committee for the costs of these
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eovii as and facilities. These invoices totalled $32,4S3.76

and have been paid in full.

Tbe above information is true and coarxt to th best of

my knovedge, information, and belief.

oo -

Simgied and sworn to before a
this ,j day of March, 1991.

My Cciision Expire:
my Itires::.' 

U
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Qarbtnal Appratmals

Nay 22, 1990

Mr. William H. Zeliff, Jr.
Christmas Farm Inn
Route 16B

Re: Letter _ o piin nd and Impnrovements,,
Jacso C rner Store, g'Jackson, New Hamphr

Dear Mr. Zeliff:

In accordance with your request, I have made an updatedstudy and analysis* of the above referenced property. Thepurpose of the study is to indicate a current range invalue, for financial decision purposes. It should beclearly understood that this letter constitutes only a
preliminary opinion and should not be construed as anappraisal.

The term "market value3 is defined as "the most probablepilice in cash, terms equivalent to cash, or in otherPrecisely revealed terms, for which the appraised propertywill sell in a competitive market under all conditionsrequisite to fair sale, with the buyer and seller eachacting prudently, knowledgeably, and for self-interest, andassuming that neither is under undue duress.
Fundamental assumptions and conditions presumed in thisdefinition are:

1. Buyer and seller are motivated by self-interest.2. Buyer and seller are well-informed and acting prudently.3. The property is exposed for a reasonable time on the
open market.4. Payment is made in cash, its equivalent, or in specified
financing terms.5. Specified financing, if any, may be the financingactually in place or on terms generally available forthe property type in its locale on the effectiveappraisal date.6. The effect, if any, on the amount of market value ofatypical financing, services, or fees shall be clearlyand precisely revealed in the appraisal report."

American Institute of Real Estate Avpraisers. "TheDictionary of Real Estate AyDraisal." 1984.

I. 0. inx 1411 e Jultrvale e New lumupsulr 03545 l13-3Ss-a T'r
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1) 5/90

2) 6/90

3) 7/90

4) 10/90

Total

Payments to Date

Balance Outstanding

04

c,,

0

$ 4,500

$ 45,500

$ 8,000

$ 50,000

= $108,000

t $108,000

e y.t

Due 4 yrs. at 12%

Due 4 yrs. at 12%

Due 4 yrs. at 12%

Due 4 yrs. at 12%

(The loans are due in
total amount with
interest by
February 26, 1995)
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6/89

3/90

5/90

Total

Payments to Date

Outstanding Balance

$ 7,000

$20,000

$ 6,500

" $33,500

- $ 4,000

- $29,500

Due 5/99 at 13.5%

Due 5/99 at 13.5%

Due 5/99 at 13.5%

C4

'0

Vol

Sn
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BEFORE THE FEDERAL ELERtION COINhISSION

County of Palm Beach ) ) NOR 3191
State of Florida )

Q)

AFFIDAVIT OF JOHN C. NARAMORE

JOHN C. NARANORE, first being duly sworn, deposes and

says:

1. I have served as Treasurer of the Friends of Bill

Zeliff Committee (Othe Committee") since December 6, 1990.

Before that date, and throughout the existence of the

Committee, I have been an active volunteer and advisor in the
04,3 campaign activities of the Committee. I an accordingly

*familiar with the Committees financial affairs and amNO
competent to attest to the facts contained herein.

2. The Friends of Bill Zeliff Committee was

C ,  established in August of 1989 as the principle campaign
t) committee of William H. Zeliff, Jr. who sought election to

the U.S. House of Representatives from the First

Congressional District of New Hampshire.

3. Mr. Zeliff was a non-incumbent and the Committee's

staff consisted primarily of non-professional volunteers and
a volunteer treasurer. The staff handled receipts and

disbursements. During the course of the campaign,
* approximately six different volunteers were responsible for
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processing and recording receipts and making and recording
disbursements.

4. All loans made to the campaign were drawn on
Mr. Zeliff's personal checking accounts. Therefore, the
Committee regarded each loan as a personal loan by Mr. Zeliff
and each was reported as a loan from the personal funds of

Mr. Zeliff.

5. Upon public allegations made by Congressman
Zeliff's opponent, Joseph F. Keefe, that the Committee had
violated Federal Election COission regulations, the

-- Committee decided to employ the professional accounting firm
CkO of Leone, Bigelow & McDonnell of Wolfeboro, New Hampshire in

November of 1990 to Conduct a complete review of all FEC
Reports filed by the Committee and to file any necessary
amendments to all Reports. At that time, Leone, Bigelow &

C McDonnell reviewed all campaign records against bank records

and made omnibus amendments to all of the Committee's FEC
Reports. The Committee filed its amended FEC Reports on

February 15, 1991.

6. At all times the Committee sought in good faith to
comply with the Federal Election Campaign Act of 1991, as
amended, and with the Federal Election Commission's

regulations. Any errors contained in the Committee's
*original Reports were inadvertent.
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The above information is true and correct to the best of
my knowledgo, information and lief.

~~Jh C. Riamore...

Signed and sworn to before me
this/&-day of March, 1991.

/Notary Public

*WtY Pthf&. S~.e of R.mid
!- ~. E~z;. s O t. 22, R3My Commission Expires: Ff-- F,, ,



WILEY. REIN & iELDING

JAN WITOLO SARAN pril 5s, 1".
(202) 420-7330

Lawrence N. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Attn: Jeffrey Long, Esq.

Re: NUR 3226 (Friends of Bill .~liff Comittee
and John C. Nar--ore. A Sa ,,MTa-)

rACSIM14
(SOS) 4&'04

TIELCX 3834 WYNN Uf

doom

Dear Mr. Noble:

This letter, along with the attached Designation of Counsel

form, is submitted on behalf of the Friends of Bill SZliff

Committee (-Committee") and John C. Raramore, as Treasurer, in

response to the Federal Election Commission's letter of March 1,

1991 designated Matter Under Review ("MURN) 3226.

The issues raised in HUR 3226 are closely related to the

issues currently under the Commission's review in MUR 3191. The

Friends of Bill Zeliff Committee's reporting of personal loans from

the candidate during the 1990 election is the subject of both MURs.

Moreover, both HURs stem from the same underlying cause, namely an

inexperienced volunteer campaign staff's misunderstanding about how

to report personal loans of the candidate.
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Lawvrnco K. Noble, Esq.
April 5, 1991
ae2

The Committee filed its Response in MUR 3191 on March 19,

1991, and the Commission currently is reviewing the Complaint and

Response. Because of the interrelated issues raised in MUR 3226

and NUR 3191, I request that the two matters be consolidated. If,

however, the Commission believes merger to be inappropriate, then I

respectfully request that further proceedings in MUR 3226 be

deferred at least until Commission action in MUR 3191.

Sincerely,

an Witold Baran

Counsel for the Friends of Bill
Zeliff Committee and John C.
Naramore, as Treasurer

Encl.
cc: The Hon. Bill Zeliff, Jr.

Mr. John C. Naramore
Mr. Thomas S. Bigelow
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NAS Op0? Jan Witold &*rang Egg.

S: Wiley. Rein & Filading

1776 K Street, N.W.

Washington, D.C. 20006

'BLlKWim: 202-429-7330
woi--

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.

I
/ /

(AlL

Date

R5OU S HAM:
Friends of Bill Zeliff Cate.
and John C. Naramore as Treasurer

P.O. Box 1800

Wolfeboro. NH 03894

HOME PHOMI:

BUSINESS PlOER:
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BFIUORE E FNRRAL EIC CTION CON N!SSON

In the Ratter of

Friends of Bill Zeliff ) UR 3226 SEN TIV
Committee and John C.
Warasore, as treasurer )

GEAL COOBNBSLF S REPORT

On February 27, 1991, the Commission found reason to believe

the Friends of Bill Zeliff Committee and John C. Naramore, as

treasurer, ("Respondents") violated 2 U.S.C. S 434(a)(6) for the

failure to file 48 hour reports with regard to certain candidate

loans prior to the September 11, 1990, New Hampshire primary

election. The Commission also offered to enter into preprobable

cause conciliation.

On April S, 1991, counsel for the Respondents filed a

designation of counsel and a letter. In the letter, counsel

requested that further proceedings be deferred in RUR 3226 until

the Commission acts in MUR 3191 and further requested that the

two matters be merged. NUR 3191 is a complaint generated matter

against the respondents relating to the source of funds used for

candidate loans. Counsel points out that both matters stem from

the same alleged cause, "namely an inexperienced volunteer

campaign staff's misunderstanding about how to report personal

loans of the candidate."

Counsel's request that further proceedings be postponed in

MUR 3226 is reasonable. MUR 3226 has been reassigned to

the same staff person who is handling MUR 3191. The request for

merger will be addressed in the First General Counsel's Report in



proceedings In NUR 3226 until the Commission acts in NUR 3191.

Lawrence N. Noble
General Counsel

BY: l Z~
Lois Gf Lerner
Associate General Counsel

Attachment

D //at/ /Date I I f
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WILEY REIN & FIELDING -.

177 K rROM N.W.

WSW@MNI, 0. C. aooo

(SK 4"5.7000

JAN WITOLD ISARAN * 28 1991 FACSIMIL9
CZO2) 20-730 (eo) 480-7040

2T .LEX 24434- WYN

Anne A. Weissenborn, Esq.
Federal Election Commission
999 E Street, N.V.
Washington, D.C. 20463

Re: 3

Dear Ms. Weissenborn:

This is in response to your telephone inquiry to Lee Goodman
of my office regarding the $562,380.67 loan referenced in Exhibits=
F and G to the Complaint in the above captioned matter.

0Please be advised that that figure reflects refinancing of th*
then outstanding original first Wage on the Christmas Farm Inn
owed personally by Cogremnm and ms. selff. The first mortgage
financed the Zeliff*s original purhase of the Inn in th early
1970s and the romaining amount, as of the May 1989, refintancing, was
$562,380.67. Thus, in May 1969, the $562,380.67 loan from First
Nev Hamphire-White Mountain Bank resulted in no cash to the
Zeliffs or to Christmas Farm Inn, Inc. It srely refinanced
existing debt.

Sincerely,

Jan Witold Baran

Encls.
cc: Honorable William H. Zeliff, Jr.

Synda T. Zeliff
Friends of Bill Zeliff
John C. Naramore, as Treasurer

_~
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999 3 Street, N.M '-5 V 57
Washington, D.C. 20463

FIRST GENERAL COUNSEL' S REPORT

MIR 3191
DATE COMPLAINT RECEIVED BY OGC:
November 30, 1990
DATE OF NOTIFICetIog TO
RESPONDENTS: fteember S 1990
STAFF MEMBER:' Wolsaenorn

COMPLAINANT: Keefe for Congress 1990 Committee

RESPONDENTS: Friends of Bill Zeliff Committee
John C. Naramore, as treasurer
William H. Zeliff, Jr.
Sydna T. ZSliff
Christmas Farm Inn, Inc.
First Ns Bank

RELEVANT STATUTES: 2 U.S.C. 5 441a(a)(1)CA)
2 U.S.C. S 441a(f)
2 U.S.C. S 441b
2 U.S.C. S 434(b)

11 C.F.R. S 110.1
11 C.F.R. S 110.10
11 C.F.R. S 114.2
11 C.F.R. 5 114.9
26 U.S.C. I 1366(c) and (d)

INTERNAL REPORTS ChICKED: Friends of Bill Seluff Committee

FEDERAL AGENCIES CHECKED: None

I. GERIATIGa OF ATTER

This matter was initiated by the filing of a complaint by
Joseph F. Keefe on behalf of the Keefe for Congress 1990 Committee
("the Keefe Committee"). In its complaint the Keefe Committee

alleges:

1. that Sydna T. Zeliff made excessive contributions to the
Friends of Bill Zeliff Committee ("the Committee") by means of her
one-half interest in the net proceeds from the sale of two condo-
miniums which William H. Zeliff allegedly lent to his campaign;

FitC-



2. that the Committee accepted corporate contributions in the
form of proceeds from a $562,380.67 loan obtained from First us -

White Mountain Sank by William and Sydna Seliff and from a
$1,287,000 loan obtained from the same bank by Christmas Farm Inn,

Inc.;

3. that the Committee has tailed to report proceeds from

sales of stock as *holdings* or assets in financial disclosure

statements filed with the Clerk of the U.S. House of

Representatives;

4. that Christmas Farm Inn, Inc., paid William Seliff an

excessive salary in 1990 unrelated to business purposes; and

5. that the Committee used motor vehicles owned by Christmas

Farm Inn, Inc., for campaign purposes.

II. FACTUAL A L"L AmLrYSIS
1. Scwon

William R. Seliff, Jr., filed his Statement of Candidacy on

August 8, 1969. On the same date the Committees Statement of

Organization was received.

According to amended reports filed by the Committee, during

the 1989-90 campaign cycle William Zeliff made $216,000 in loans

to the Committee from personal funds and obtained $145,500 in bank

loans which he then lent to the Committee, for a total of

$361,500. These loans included the following:



Loans from Personal Funds

3/30/90
4/18/90
5/3/90
8/7/90
8/14/90
8/20/90
8/28/90
9/4/90
9/11/90
12/3/90

$10,000
- 5,000
- 3,000
- 30,000
- 20,000
- 25,000

40,000
- 57,000
* 20,000

* 6000

Bank Loans Obtained by Candidate for Campaign

Dartmouth Bank - 6/89

Dartmouth Bank -
Dartmouth Bank -
Woodstown Nat'1 -

Bank and Trust
Woodstown mat'l -

bank and Trust
Woodstown Nat'l -

Bank and Trust
Woodstown Nat'l -

3/26/90
5/7/90
5/17/90

6/90

7/10/90

10/90

- $7,000
($4,000 repaid 2/20/90)
- 20,000
- 6,500
- 4,500

- 45,500

- 8,000

- 501000
$11M,,0

In response to the complaint (Attachment 1), counsel for the
Committee and for Congressman and Mrs. Zeliff states that the
sources of the $357,5001l which the candidate lent to his

campaign were

1. Cash draws against his 51% equity in Christmas FarmInn, Inc., in the form of checks totaling $209,000 drawnon the Inn's bank account;

2. "Personal funds . . . derived from salaries, rents
and liquidated assets;"

3. A loan from the Woodstown National Bank and TrustCompany of Woodstown, New Jersey, in the amount ofof which $108,000 was lent to the campaign;
and

1. The $4,000 difference between the $361,500 in total loansreported by the Committee and the $357,500 cited by counsel maybe accounted for by the $4,000 repayment made to the Dartmouth
Bank on February 20, 1990.

--&Q3--
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4. A home equity line of credit for from the
Dartmouth Bank of Manchester, New uampshire, of which
$33,500 was lent to the campaign.

Counsel states that Christmas Farm Inn, Inc., in a

Subchapter S Corporation jointly owned by William R. eliff and

Sydna T. Zeliff and that *income earned by a Subchapter S

corporation is taxed to its individual owners instead of to the

corporation."

According to an affidavit attached to counsel's response and

signed by Kenneth Kaslow, the bookkeeper for Christmas Farm Inn,

Inc., that corporation's assets were appraised at in

September, 1989. As of December 31, 1990, the corporation had

outstanding mortgages and debts of leaving Joint

equity available to the owners of or

each. According to Mr. Saslow, between May 1, 1989, and

December 31, 1990, William Zeliff drew a total of $209,000 from

Christmas Farn Inn, Inc., for campaign purposes. Mr. Kaslow

states that both owners "have frequently drawn against their

equity, as needed . . . . The Zeliffs also have made repayments of

drawn amounts. Christmas Farm Inn, Inc., as a matter of ordinary

course records all such draws and repayments on internal balance

records."

With regard to the loans obtained by William Zeliff from

Dartmouth Bank and from Woodstown National Bank and Trust, counsel

asserts that all were made in the ordinary course of the banks'

businesses. Counsel states that the total of $33,500 in loans

from Dartmouth Bank came from credit drawn by Mr. Zeliff against a

home equity line of credit of Counsel does not state



whether Mrs. Zeliff was a co-signer of the agreement establishing

this line of credit. According to counsel, the credit was granted

following two appraisals of the Zeliff residence in January 1989

which averaged As of Nay 1989 the outstanding mortgage

on the residence was leaving joint equity of

and personal equity for Mr. Zeliff of

Thus, counsel asserts, Mr. Zeliff's personal equity exceeded the

total of the $33,500 in loans to the Committee made from the line

of credit. Counsel further notes that interest on the loan from

Dartmouth Bank was 13.5%, that it was evidenced by a written loan

agreement, and that it is due in full by may 1999. Respondents

have not provided a copy of the written loan agreement.

The $108,000 in loans to the Committee from Mr. Zeliff using

monies obtained from Woodstown National Bank 4 Trust Company came

from two loans which he was granted in February and October 1990

in the amounts of respectively, for a total

According to counsel, Woodstown National Bank and

Trust is located in the home town of Sydna Zeliff where the

Zeliffs lived for the first years of their marriage. Congressman

Zeliff has assertedly been a customer of this bank since the

mid-1970's. Attached to counsel's response are a listing of

unsecured loans obtained by Mr. Zeliff from this bank between 1975

and 1986 and copies of the notes for all of these loans; these

loans ranged in amount from

Counsel states that the in loans obtained in 1990

"was uncollateralized at a variable interest rate of 12% (prime

plus 2), which is similar to the terms of all the Congressman's

"0'm5--



other personal loans from the bank over their years of dealing

with each other . . . o It is also noted that the loan was

evidenced by a formal written loan agreement, and that payment in

full is due on February 26, 1995. Again, respondents have not

provided a copy of the loan agreement(s) for the

2. Statutory Provisions

2 U.S.C. I 441a(a)(1)(A) and 11 C.Fr.. f 110.1(b) limit to

$1,000 the amount which an individual may contribute to a

political committee per election. 2 U.S.C. 5 441a(f) prohibits

political committees from knowingly accepting contributions in

excess of the limitations at 2 U.S.C. 5 441a(a).

Candidates for the office of U.S. Representatives may make

unlimited campaign expenditures from personal funds. 11 C.F.R.

5 110.10(a). Personal funds are defined as (a)ny assets which,

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

candidate the candidate had legal right of access to or control

over, and with respect to which the candidate had either: (1)

legal and rightful title, or (ii) an equitable interest.w

11 C.F.R. S 110.10(b)(1). Personal funds include proceeds from

the sale of investments. 11 C.F.R. 5 ll0.l0(b)(2).

A candidate may use as personal funds his or her portion of

assets jointly held with his or her spouse, the portion to be

considered personal being the candidate's share according to the

instrument of conveyance or ownership. "If no specific share is

indicated by an instrument of conveyance or ownership, the value

of one-half of the property used shall be considered as personal

funds of the candidate." 11 C.F.R. 5 110.10(b)(3). Any remaining



portion used for campaign purposes is to be considered a

contribution from the spouse.

2 U.s.C. I 441b and 11 C.F.R. 1 114 prohibit the making and

knowing acceptance of corporate contributions in connection with

an election to federal office. In 1979 the Commission issued a

ONotice to All Candidates and Committees" in which it addressed

the issue of the use of corporate accounts by corporate personnel

to make contributions. in this Notice the Commission

distinguished among repayable drawing accounts, non-repayable

drawing accounts, and expense accounts. "Contributions made from

repayable drawing accounts that the employee is responsible to

repay will be considered corporate contributions for the

04 outstanding period of the draw, however, contributions made from

NO non-repayable drawing accounts established to permit personal
%0 draws against salary, profits, or commissions will be considered

personal contributions. Contributions written against standard
expense accounts are prohibited as corporate contributions." CCR,

Federal Rlection Campaign Financing Guide, 5 9054.
Pursuant to 2 U.S.C. 5 441b, a loan made by a national or

state bank to a candidate or political committee will not be

deemed a contribution if it is made in accordance with applicable

banking laws and in the ordinary course of the bank's business.

Pursuant to 11 C.F.R. 5 100.7(b)(11), a loan will be considered to

have been made in the ordinary course of business if it bears the

usual and customary interest rate of the institution, is evidenced

by a written instrument, is subject to a due date or amortization

schedule, and is made on a basis which assures repayment.
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Pursuant to 11 C.r.R. S 114.9, stockholders and employees of
a corporation may make "occasional, isolated, or incidental use"
of corporate facilities "for individual volunteer activity in

connection with a Federal election' and must reimburse the
corporation only to the extent that the operating costs or

overhead of the corporation are increased. 11 C.F.R.

S 114.9(a)(1). If more than occasional, isolated, or incidental
use is involved, reimbursement must be made within a commercially

reasonable time for the normal and usual charge for such services.

11 C.F.R. 5 114.9(a)(2). Persons other than stockholders or
employees who use corporate facilities such as telephones or
typewriters or furniture in connection with a federal election

must reimburse the corporation within a commercially reasonable

time for the normal and usual rental charge for such facilities.

11 C.F.R. S 114.9(d). If a candidate, candidate's agent, or other
person traveling on behalf of a candidate uses means of

transportation owed or leased by a corporation such as

automobiles, that person must reimburse the corporation for such

use within a commercially reasonable time at the normal and usual

rental charge. 11 C.F.R. 5 114.9(e)(2)

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 incone 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 individual.

26 U.S.C. S 1366(c) and (d). See Byrne v. C.X.R., 361 F.2d 939

(7th Cir, 1966). The corporations profits remain the property of

the corporation until a majority of the shareholders declare a

dividend or distribution. U.S. v. Falcone, No. 89-5718 (12th

Cir. July 11. 1991)(WESTLAN 110201), quoting 1 0Neal & R.

Thompson, Close Corporations (3rd ed. 1986), 5 2.06 at 34

("'shareholder is taxed on his proportionate part of corporate

income, even though income is not actually distributed to him,'

because 'declaration of dividends is entirely within the

discretion of the corporation's board of directors"-).

3. Allegotions

The allegations in the complaint are based upon the premise

that, according to the personal financial disclosure statements

filed by William H. Zeliff in July and October 1990, Mr. Zeliff

had "very limited resources available to him for legal loans to

his campaign as of April 30, 1990. Nevertheless, his FEC reports

indicated that he has loaned to his campaign approximately

$301,500."

a. Proceeds from Condominium Sales

In the present matter, the complaint asserts that $164,000 in

net proceeds from the sale of two condominiums in Sea Isle City,



New Jersey, was lent to the Seliff campaign, resulting in

excessive contributions from Synda T. Zeliff, the wife of the

candidate. Attached to the complaint are apparent copies of the

deeds to the two properties at issue dated August 25, 1989, and

November 27, 1989, showing William M. Zeliff, Jr., and Sydna T.

Zeliff as grantors. The complaint argues that Sydna Zeliff held a

one-half interest in those condominiums and that, therefore, Mr.

Zeliff could have made a loan to his campaign as personal funds of

only one-half of the sale proceeds or $82,000. The remaining

amount would have been a contribution from Sydna Zeliff.

The complaint cites an article which appeared in the

Manchester Union Leader on September 22, 1990, and a press

statement by William Zeliff on October 3, 1990, in support of this

allegation. According to the article Mr. Zeliff had stated that

the first condominium sold for $129,000 and the second for

$135,000 for a total of $264,000. "0[Wie had mortgages of about

$100,000, leaving about $164,000.'" The article continued, ""hat

figure, said Zeliff, is the bulk of the $184,000 he loaned his

campaign."

It is unclear from the copy of the press statement attached

to the complaint whether this document is a transcript of a press

conference or a written statement prepared and distributed by the

Zeliff Committee. Dated October 3, 1990, the statement reads in

part,

The second allegation [an opponent) made was
that the sale from my duplex was a loss and thus,
did not yield any funds to put into my campaign.
The fact is that both halves of the duplex were
sold for an approximate total of $264,000 and a



mortgage of approximately $100,000 was paid off.That yielded a substantial gain and I used those
funds in my campaign.

In response to the complaint, counsel for the Committee and
the Seliffs states, "During the course of the campaign,
Congressman atliff loaned the Committee $216,000: $209,000 from
his personal equity in the Inn and $7,000 from his other income."
Counsel states that the $7,000 came from Mr. Zeliff's "salary and

other income." A footnote asserts that his "income during 1989
and 1990 included a salary from the Inn, rents received from real
estate he owns, and the proceeds of the sale of his share of two

condominiums." The statement regarding $209,000 in draws on
equity for campaign use is supported by the affidavit provided by

Kenneth Kaslow which is cited above.

Based upon the information provided by counsel, which differs
from that presented in the Union Leader article quoted above, it
appears that Mr. Zeliff's share of the proceeds of the condominium

sales, $82,000, was one of several sources of personal funds by
which he made $7,000 of his loans to the Committee. The other

$209,000 apparently came from draws against his personal equity in

Christmas Farm Inn, Inc., which, as stated above, totaled

as of December 31, 1990; Mr. Zeliff's own equity was
thus apparently sufficient to cover the $209,000 in loans. It
appears that Mr. Zeliff alone was the source of the total of
$216,000 which he was reported as having lent the Committee from

personal funds. Therefore, this Office recommends that the
Commission find no reason to believe Synda T. Zeliff violated

2 U.S.C. 5 441a(a)(1)(A).

!
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Questions arise, however, with regard to the permissibility
of Mr. Seliff's draws on his equity in Christmas Farm Inn, Inc.,
as the source of loans to the Committee. it was unclear from
counsel's original response whether these draws were taken as a
distribution of owneres equity or with an obligation to repay.
more recently, in response to questions posed by this Office,

counsel has stated that these draws were recorded by the

corporation as loans to Mr. Zeliff.

In NU! 2522 the Commission addressed the issue of whether

funds transferred by a candidate from his corporation's account to
his personal account could be considered personal funds rather

than corporate funds. in that situation the source of the funds
was the liquidation of certain instruments held as owner's equity,
with the cash acquired having been returned to the corporation as
an asset. The cash was then loaned to the candidate. The
corporation's balance sheet for the relevant year shoved an asset

in the amount of the funds transferred by the candidate,

apparently as a loan receivable. In addition, both the

pre-enforcement correspondence and reports of the committee

involved and the records of the candidate's personal account

referred to this transaction as a loan to the candidate. Thus,

the Commission determined that the amount transferred constituted

a corporate contribution.

In the present matter, it appears from information supplied
orally by counsel that Christmas Farm Inn, Inc., has treated Mr.
Zeliff's $209,000 in draws on equity as loans. It is the position

of this Office that because Mr. Zeliff apparently took the
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$209,000 from his corporation as a loan based upon his equity, not
as a drawdown of that equity, this transaction has the effect of a

loan from a repayable drawing account and thus must be considered

to have been made with corporate funds.2

Counsel asserts that because this company has elected to be

taxed as a Subchapter 8 Corporation, the loans should be treated

as Mr. Zeliff's personal funds; i.e., as loans from himself to

himself. However, in the opinion of this Office, although

Christmas Farm Inn, Inc., is treated as a Subchapter S corporation

for tax purposes, it remains a corporation for purposes of the

Federal Election Campaign Act ("the Act"). As stated above, a

Subchapter S corporation retains as its own any income taxed to

individual shareholder until such time as a distribution or

dividend is declared.

By choosing to incorporate their business, the Zeliffs

converted personal assets into corporate ones. Their ability to

benefit from a statute designed to provide protection against

double taxation does not change the corporate nature of the

enterprise itself or re-convert the corporation's assets and

income into personal ones. Such a reconversion of assets could

2. According to counsel, draws taken by the Zeliffs against theirequity in the corporation have taken "the form of checks writtenon the Inn's bank accounts .... The treasurer of theCommittee, John C. Naramore, has stated in an affidavit that"[iall loans made to the campaign were drawn on Mr. Zeliff'spersonal checking accounts." Thus, it appears that Mr. Zeliffobtained the loans from the corporation by means of corporatechecks which were deposited into his own account and that he thenwrote personal checks to the Committee. This procedure did notserve to nullify the corporate source of the funds involved in his
loans to the Committee.



have been accomplished by means of a nonrepayable dravdown of
equity; however, that does not appear to have been the procedure
chosen. Rather, the assets involved were apparently left as
corporate assets which were loaned to Mr. Zeliff. And it was
those corporate assets which he admits were the source of his loan

to his committee.

Accordingly, this Office recommends that the Commission find
reason to believe that the Friends of Bill Zeliff and John C.
Naramore, as treasurer, and Christmas Farm Inn, Inc., violated

2 U.S.C. 5 441b.

b. Lonas from First - ank

The complaint also alleges that the respondents accepted
corporate contributions "in the form of loan proceeds from White
Mountain Bank earmarked for business purposes and capital
improvements to real estate.0 More specifically, the complaint
alleges that loans obtained by Christmas Tree Inn, Inc., and by
William and Synda Zeliff, from First HN - White Mountain Bank, now
First NN Bank, ostensibly for capital improvements, were used for
the campaign. The complaint offers as proof the assertion that no
building permits vere issued "for any capital improvements to real
estate owned by the Zeliffs or Christmas Farm Inn, Inc., during

1988, 1989 or 1990."

According to information provided by respondents including
First NH Bank (Attachment 2), Christmas Farm Inn obtained from
First NH - White Mountain Bank on May 17, 1989, a loan in the
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amount of $ll87,000.3 On the same day William and Sydna Zliff
received a loan in the amount of $562,380.67 from the same

institution. According to the bank, these loans were "made to
consolidate existing borrowings and enable the Zeliffs and their
corporation, Christmas Farm Inn, Inc., to make improvements,

renovate the Inn premises, and have an available business line of

credit for working capital purposes . . . .- The loans were
intended to be cross-collateralizod, i.e., both the corporationos

loan and the loan to the Zeliffs were to be secured by "all of the
real estate comprising the Christmas Farm Inn, whether owned

personally or corporately," as well as by two other businesses

owned by the Zeliffs. Because of a drafting error, the original

C mortgage agreements did not include all cross collateral

110 descriptions, and thus it became necessary in 1990 to prepare and

% file new documentation.

n According to counsel, $857,137.14 of the loan to the
corporation was used to refinance pre-existing debt involving five

loans which the Inn had obtained over several years. Thetn)

remaining $329,862.86 of the loan to the corporation was made

available as a line of credit to be drawn down as the Inn made
capital improvements. Between Nay 1, 1989, and December 30, 1990,

the corporation borrowed $310,000 of this amount for improvements

and refurbishing.

Counsel's initial response on behalf of the Committee and of
Congressman and Mrs. Zeliff did not address the actual uses of the

3. The complaint cites $1,287,000 as the amount of the loan to
Christmas Farm Inn.



*5$2,380.67 borrowed by the latter. More recently, counsel has
stated that this sum, like $8S7,137.14 of the $1,187,000 borrowed
by the corporation, was used to refinance previous loans, in this
case the then outstanding original first mortgage on the Inn owed
by the Seliffs personally. (Attachment 3). Thus, the $562,30.67
assertedly did not result in any cash to the Zeliffs or to the

corporation.

Regarding the statement in the complaint that no building
permits were issued for capital improvements at the Inn from 1988
to 1990, the First N Bank has stated,

While the Bank is not responsible for the issuanceor obtaining of building permits, it notes thatmany of the capital improvements which were fundedwith the loans had been previously built and theN loans were granted as permanent financing.Further, much of the capital improvement work done
'0 at the Inn was in the form of renovations andrefurnishing and reoutfittng of Inn rooms at'0substantial expense, none of which required abuilding permit. According to its monitoring ofthe loan and use of funds for capitalimprovements, all funds to be used for capitalimprovements were so used and the Bank was
C satisfied that such use took place. A total of$718,000 was inyested in fixed assets andLn improvements."

CN Based upon these discussions of the uses of the loans
obtained from First NH Bank in Ray, 1989, it appears that none of
the proceeds were expended for campaign purposes. Therefore, this
Office recommends that the Commission find no reason to believe
that First NH Bank violated 2 U.S.C. 5 441b.

4. Attached to the bank's response is a Christmas Farm Innnewsletter, The North Pole Ledger, dated November, 1988, whichdescribes renovations to the Inn; however, these improvementswould have pre-dated the 1989 loan and would be relevant only tothe portion of that loan which refinanced earlier loans.



C. cmIgn-aelated Bank Loan-
The bank loans obtained by mr. buliff from Dartmouth Bank and

from Woodstown National Bank and Trust are not cited in the

complaint as having been among the sources of the $361,500 in

loans made by Mr. Zeliff to his campaign, nor are they questioned

by the complainant. However, because counsel has identified these

particular bank loans as sources of a portion of the loans to the

Committee, an examination of their compliance with the Act and the

Commission's regulations is relevant to the disposition of the

present matter.

1. Dartmouth Bank

As indicated in the above discussion of loans obtained for

his campaign, in 1989 and 1990 William Zeliff and, apparently,

Mrs. Zeliff borrowed a total of from the Dartmouth Bank,

of which $33,500 was relent by Mr. Zeliff to the Committee in

June 1989 ($7,000) and March and May 1990 ($20,000 and $6,500

respectively). The in credits were drawn against a home

equity line of credit backed by the Zeliff residence in which Mr.

Zeliff held in equity. According to counsel, interest

on the line of credit was set at 13.5% and payment is due in full

in May 1999.
5

The $33,500 in loans to the Committee were reported as loans

5. Throughout 1990 the Committee consistently reported the due
dates of each loan as May 1990.
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from Mr. seliff obtained from the Dartmouth bank. Only $4,000 of

this amount had been repaid as of December 31, 1990.

The written loan agreement(s) related to the Dartmouth Bank

line of credit are not in hand; however, counsel asserts that it

was evidenced by such a document. Further, this credit was

subject to an apparently usual interest rate and to a specific due

date, and was secured by the Seliffs' residence, thus assuring

repayment. It therefore appears that this line of credit was

extended in the ordinary course of business.

Because Mr. Zeliff's equity interest in the Zeliff

residence did not equal the equity line of credit, it

appears that Mrs. Zeliff was in this instance a co-borrower from

the Dartmouth Bank. Thus, the issue arises as to whether she

should be considered to have contributed a portion of the $33,500

in loans made to the Committee from credits drawn against the

line of credit.

In the absence of information to the contrary, it can be

presumed that Mr. and Mrs. Zeliff each held a one-half interest in

the credit line, or a piece. Therefore, Mr. Zeliff's

interest was sufficient to cover the $33,500 in loans made to his

committee, resulting in no contribution from Mrs. Zeliff. In

6. The $7,000 was obtained prior to Mr. Zeliff's becoming a
candidate; however, pursuant to 11 C.F.R. S 104.3(d), loans
obtained by an individual prior to candidacy for use in that
person's campaign must be reported as loans from the lender if
they are outstanding when the individual becomes a candidate.
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addlition, Nr. Zeliff's equity of in the residence also
provides a basis for considering the $33,500 as his contribution

alone.

2. Woodstown national Dank and Trust

Although uncollateralized, the $108,000 in campaign loans
from the Woodstown National Bank and Trust, which were included in
the total of borrowed from that bank by William Zelff,
appear also to have been obtained by the candidate in the ordinary
course of the bank's business. As stated above, Mr. Zeliff,

together in certain instances with Mrs. Zeliff, had obtained
numerous loans from this institution before 1990; more
specifically, the bank made ten loans to one or both between 1975
and 1986, the largest of which was in the amount of None
of these earlier loans was secured. Counsel argues that

=[blecause the bank has successfully dealt with Congressman Seliff
on a noncollateralized basis for many years, the bank has

reasonable assurance of repayment.0

The 1990 loans assertedly carried an interest rate of 12%,
were evidenced by a written agreement, and bore a due date of
February 26, 1995. They, thus, apparently met the requirements of

11 C.F.R. 5 100.7(b)(ll).

d. Proceeds from Sales of Stock

The complaint alleges that respondents have violated
11 C.F.R. S ll0.1(b)(1) and 11 C.F.R. 5 l10.10(b)(3) and failed to
report proceeds from the sale of stocks on the candidate's

financial disclosure statement filed with the Clerk of the U.S.
House of Representatives in July and October 1990. Although the
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complaint is not precise as to the basis for these allegations,

there is an implication that, because William Zeliff lent his

campaign "approximately $192,000 after April 30, 1990,' and
because, according to an article which appeared in the Boston
Globe on October 31, 1990, a campaign spokesman "admitted" that
stock proceeds were used to finance the campaign, stocks in excess
of the range reported ($3,000 to $15,000) were sold for campaign
purposes. in addition, it is alleged that Mrs. Zeliff was joint
owner of some stocks, apparently creating the possibility of an
excessive contribution from her in violation of the statutory and

regulatory limitations.

In response to the complaint, counsel has not specifically

discussed the sale of stocks and the relationship or

non-relationship of any such sale to the campaign. Rather,
counsel has outlined what are asserted to be the actual sources of
the loans made by the candidate to his campaign, sources which do
not include the sale of stocks. The sources cited by counsel are

sufficient to cover the $216,000 in loans from personal funds plus

the $145,500 in bank loans obtained by Mr. Zeliff for campaign

purposes. Thus, there is no evidence beyond the news story cited
by the complainant that stocks held either separately by Mr.

Zeliff or jointly with his wife were sold to finance the campaign.

Further, even if there exist omissions of information from
the financial disclosure reports filed by Congressman Zeliff with
the Clerk of the House of Representatives, such reporting errors

would not come within the jurisdiction of the Commission.
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e. alary PmEnts to William Selff

The complaint further alleges that, as of the submission by

the candidate of his personal financial disclosure statement on
July 15. 1990, Christmas Farm Inn had paid him a salary equal to

or in excess of his entire salary for 1989, thus apparently

resulting in an excessive salary "unrelated to business purposes"

and in a violation of 11 C.F.R. 5 114.2(b).

The schedule attached to Congressman Zeliff's July 15

financial disclosure statement, and apparently the one relied upon
by the complainant, shows salary received from Christmas Farm in

1989 in the amount of $18,200 and that received in 1990 as
ND

$18,080. In the same Boston Globe article cited above, it is

Istated that mr. Zeliff had put his salary at '18,000 per year for

*40 the past two years." Thus it appears that the $18,080 reported

SO for 1990 constituted his entire year's salary. it also appears

that no excessive salary was paid and that none, therefore, went

into the campaign.

f. Use of Christmas Farm Inn Assets
LO

The complaint also alleges that the Committee used motor
vehicles belonging to the corporation for campaign purposes.

In response, counsel states,

the Committee used basic services, facilities and
automobiles of Christmas Farm Inn, Inc.
These services and facilities included postage,
signs, telephones, and the use of a van and a
truck. From August 1, 1989 to December 17, 1990,
the Committee was billed by the corporation a
total of $32,483.76 for these services. The
Committee has reported all of these charges on
its amended FEC reports. The Committee has paid
in full all invoices.
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According to the Committee's reports, it began to accumulate

debts owed Christmas Farm Inn during the second quarter of 1990.

The amended July Quarterly Report shoved debts totaling $4,579 for

"Telephone, postage, signs, mileage.' Between July 1 and

August 22, 1990, reported debts to the corporation increased by

$2,895 to a total of $7,474, with the new amount being for

"Telephone, mileage, signs." An additional $4,251 in reported

debt owed the Inn was added between August 23 and September, 1990,

again for "Phone, postage signs [sic), mileage," bringing the

total to $11,726. Between October 18 and November 26, 1990,

$3,059 in further reported debt was accumulated, for a total of

$14,785. The specific services provided were not itemised.

Finally, between November 27 and December 31, 1990, $3,558 more In

debts owed the Inn was reported for 'Telephone, veh. exp., office

supplies,' bring the total to $18,343. The reason for the

discrepancy between this total and the $32,483.76 cited by counsel

in response to the complaint cannot be determined because the

Committee has not yet filed a report in 1991.

The first payment of $5,000 on the debt owed the corporation

was made on December 19, 1990, specifically for the "primary,' or

at least six months after the debt began to accumulate.7 Again

7. As of June 30, 1990, the Committee reported $6,007 in cash onhand and $102,079 in debts owed. By August 22 cash on hand was
($276) and debts totaled $109,812. As of September 30, the
Committee's cash on hand had risen to $31,351 but none was used to
meet the debt owed the corporation. Total debts as of
September 30 were $309,225. By October 17 cash on hand had fallen
to $110 while debts owed the corporation had risen to $11,726 andtotal debts had risen to $309,226. On November 26 reported cash
on hand totaled $1,735, the amount owed the corporation totaled
$14,785, and other debts equaled $347,500. And as of December 31,
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because the Committee has not filed a report during 1991, the

dates of subsequent payments on this debt are not known. Counsel

has simply stated that the Committee has reimbursed the Inn in

full.

Given his ownership of the property, it is certain that the

candidate was one of those involved in the use of the Inn's

facilities. It cannot be ascertained from either the Committee's

reports or counsel's response to the complaint whether others who

used the corporation's facilities were stockholders or employees,

or representatives of the Committee not associated with the Inn.

In any case it also appears that the use of the Inn's facilities

was more than "occasional, isolated or incidental," bringing it at

the least within the requirements of 11 C.F.R. 5 114.9(a)(2), as

well as the requirements of 11 C.P.R. 5 114.9(e)(2) with regard to

the use of automobiles. The corporation thus should have been

reimbursed within a commercially reasonable time for the normal

and usual rental charge for such facilities. Such reimbursement

did not, however, begin until more than a month after the general

election campaign was over, and at least six months after the

first portion of the debt was reported.

This Office recommends that the Commission include the full

$18,343 reported as owed to the corporation in any determination

(Footnote 7 continued from previous page)
the Committee reported $4,826.65 in cash on hand, debts owed the
corporation totaling $13,343, and other debts totaling $366,016.
This last figure included $220,991 in debts owed William Zeliff
personally, $29,500 owed the Dartmouth Bank, and $100,000 owed the
Woodstown National Bank and Trust.



that the friends of Bill Zeliff and John C. Naramore, as

treasurer, and the Christmas Farm Inn, Inc., violated 2 U.S.C.

I 441b.

X11% ISISo

1. Find reason to believe that the Friends of Bill Zeliff
Comwittee and John C. Naramore, as treasurer, violated
2 U.S.C. S 441b.

2. Find reason to believe that the Christas Farm Inn, Inc.,
violated 2 U.S.C. 5 441b.

3. Find no reason to believe that First NH Bank violated
2 U.S. S 441b and close the file as to this respondent.

4. Find no reason to believe that Sydna T. Zeliff violated
2 U.S.C. S 441(a)(1)(A) and close the file as to this
respondent.

5. Approve the attached factual and legal analyses.

6. Approve the appropriate letters.

te La rence Mr. Noble
General Counsel

Attachments

1. Zeliff response to complaint
2. First H Bank response to complaint
3. Zeliff response re. loans
4. Factual and Legal Analyses (2)

7/
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FEDIRAL ELECTION COMMISSION
WAS"tPCTO. 0C ,Oft)

1D40RARNOM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMHONSfDONNA ROXCH
COMMISSION SECRETARY

AUGUST 8, 1991

MUR 3191 - FIRST GENERAL COUNSELS REPORT
DATED AUGUST 2, 1991

The above-captioned document was circulated to the
Coi*gSjon on TUESDAY, AUGUST 6, 1991 at 11:00

Objectionqs) have been received from the Co issioner(s)
as indiaated by the name(s) checked below:

Coissioner

Comnissioner

Commissioner

Commissioner

Co issioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter will be placed on the meeting agenda

for TUESDAY, AUGUST 13, 1991

Please notify us who will represent your Division before the

Commission on this matter.

xxx
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Zn the Nattfe of
Friends o -Sill Zeliff Committee; ) MIS 3191
John C. Retrmre as treasurer; )William X. Sclff0 Jr.; )
8Ydna T. Zeliffj
Christmas Farm Inn, Inc.; )First MR Bank. )

CERTIFICATION

I, Marjorie Wi. Bmmons, recording secretary for the
Federal Clection Comission executive Session on
August 13# 1991. do hereby certify that the Commission
decided by a vote of 6-0 to take the folloving actions

in MMS 3191:

1. rind reason to believe that the Friendsof M1"u1 Zeliff Committee and John C.Nr WaraMore, as treasurer, violated
2 V.S.C. 5 441b.

2. rind reason to believe that the1) Christmas Farm Inn, Inc. violated
02 U.S.C. I 441b.

3. Find no reason to believe that First
N Bank violated 2 U.S.C. S 441b andand close the file as to this
respondent.

4. rind no reason to believe that Sydna T.Zeliff violated 2 U.S.C. S 441a(a)(l)(A)
and close the file as to this respondent.

(continued)



Pinderal Blection Commission
Cortification for NUR 3191
August 13, 1991

Page 2

5. Approve the factual and legal analysesas recommended in the General Counsel#s
report dated August 2, 1991.

6. Approve the appropriate letters as
recommended in the General Counsel's
report dated August 2, 1991.

Commissioners Aikens, Elliott, Josefiak, McDonald,
McGorry, and Thomas voted affirmatively for the decision.

Attest:

044

IALIf
S rtry of the C..m.on



FEDERAL ELECTION COMMISSION
WASW4CTON, DOC, 2

August 21, 1991

Bradford E. Cook, Esquire
Sheehan, Phinney, Bass & Green, P.A.
1000 Elm Street
P.O. Box 3701
Manchester, NH 03105

RE: MUR 3191
First NH - White
Mountain Bank

Dear Mr. Cook:

On December 5, 1990, the Federal Election Commission notified
your client, First NH - White Mountain Bank, of a complaint
alleging violations of certain sections of the Federal Election
Campaign Act of 1971, as amended.

On August 13, 1991, the Commission found, on the basis of the
information in the complaint, and information provided on behalf
of your client, that there is no reason to believe First NH Bank
violated 2 U.S.C. 5 441b. Accordingly, the Commission closed its
file in this matter as it pertains to your client.

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. 55 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. In the event you
wish to waive confidentiality under 2 U.S.C. 5 4 37g(a)(12)(A),
written notice of the waiver must be submitted to the Commission.
Receipt of the waiver will be acknowledged in writing by the
Commission.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

Auqust 21, 1991

Jan Witold Baran, Esquire
Wiley, Rein A Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 3191
Friends of Bill Zeliff
Committee

John L. Naramore, as
treasurer

Congressman William H. Zeliff, Jr.
Sydna T. Zeliff
Christmas Farm Inn, Inc.

Dear Mr. Baran:

On December 5, 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*). Copies of the complaint were forwarded to your
clients at that time.

Upon further review of the allegations contained in the
complaint, and information supplied on behalf of your clients, the
Commission, on August 13, 1991, found that there is reason to
believe the Friends of Bill Zeliff Committee ("the Committee"),
John L. Naramore, as treasurer, and Christmas Farm Inn, Inc.,
violated 2 U.S.C. 5 441b, a provision of the Act. The Factual and
Legal Analyses, which formed bases for the Commission's findings,
are attached for your information. The Commission also found no
reason to believe that the Sydna T. Zeliff violated 2 U.S.C.
S 441a(a)(1)(A) and closed the file as to her.

Under the Act, you have an opportunity to demonstrate that no
action should be taken against the Committee, John C. Naramore, as
treasurer, and Christmas Farm Inn, Inc.. You may submit any
factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Statements should be
submitted under oath. All responses to the enclosed questions and
requests for documents must be submitted to the General Counsel's
Office within 15 days of your receipt of this letter. Any
additional materials or statements you wish to submit should
accompany the responses to the questions and document request.



Jan Witold Baran, Esquire
page 2

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.
S 111.18(d). Upon receipt of the request, the OfTce of the
General Counsel will make recommendations to the Commission either
proposing agreements 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 pre-probable cause conciliation
after briefs on probable cause have been mailed to the
respondents.

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. 55 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.

If you have any questions, please contact Anne A.
Weissenborn, the attorney assigned to this matter, at (202)
376-8200.

airman

Enclosures
Factual & Legal Analyses (2)
Questions and Request for Documents



FEDERAL ELECTION COMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Friends of Bill Zeliff mmU: 3191
and John C. Naramore, as treasurer

I. G ATIO* OF ATZ

This matter was initiated by the filing of a complaint by

Joseph F. Keefe on behalf of the Keefe for Congress 1990 Committee

(*the Keefe Committee'). In its complaint the Keefe Committee

alleges:

1. that Sydna T. Zeliff made excessive contributions to the

Friends of Bill Zeliff ('the Committee") by means of her one-half

interest in the net proceeds from the sale of two condominiums

which William H. Zeliff allegedly lent to his campaign;

2. that the Committee accepted corporate contributions in the

form of proceeds from a $562,380.67 loan obtained from First Nn -

White Mountain Bank by William and Sydna Zeliff and from a

$1,287,000 loan obtained from the same bank by Christmas Farm Inn,

Inc.;

3. that the Committee has failed to report proceeds from

sales of stock as "holdings" or assets in financial disclosure

statements filed with the Clerk of the U.S. House of

Representatives;

4. that Christmas Farm Inn, Inc., paid William Zeliff an

excessive salary in 1990 unrelated to business purposes; and

5. that the Zeliff Committee used motor vehicles owned by

Christmas Farm Inn, Inc., for campaign purposes.



II. VACYUAL AI L3GAL ANALYSIS

1. PAckaround

William H. Zeliff, Jr., filed his Statement of Candidacy on
August 8, 1989. On the same date the Committeefs Statement of

Organization was received.

According to amended reports filed by the Committee, during
the 1989-90 campaign cycle William Zeliff made $216,000 in loans
to the Committee from personal funds and obtained $145,500 in bank
loans which he then lent to the Committee, for a total of
$361,500. These loans included the following:

Loans from Personal Funds

3/30/90 - $10,000
4/18/90 - 5,000
5/3/90 - 3,000
8/7/90 - 30,000
8/14/90 - 20,000
8/20/90 - 25,000
8/28/90 - 40,000
9/4/90 - 57,000
9/11/90 - 20,000
12/3/90 - 6,000

$216,000

Bank Loans Obtained by Candidate for Campaign

Dartmouth Bank - 6/89 - $7,000
($4,000 repaid 2/20/90)Dartmouth Bank - 3/26/90 - 20,000

Dartmouth Bank - 5/7/90 - 6,500Woodstown Nat'1 - 5/17/90 - 4,500
Bank and Trust

Woodstown Nat'1 - 6/90 - 45,500
Bank and Trust

Woodstown Nat'1 - 7/10/90 - 8,000
Bank and Trust

Woodstown Nat'1 - 10/90 - 50,000

$145,500
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In response to the complaint, counsel for the Committee and

for Congressman and Mrs. Zeliff states that the sources of the
*$357,SOO "1 which the candidate lent to his campaign were

1. Cash draws against his 51% equity in Christmas FarmInn, Inc., in the form of checks totaling $209,000 drawn
on the Inn's bank account;

2. *Personal funds . . . derived from salaries, rents
and liquidated assets;"

3. A loan from the Woodstown National Bank and TrustCompany of Woodstown, New Jersey, in the amount of
of which $108,000 was lent to the campaign;

and

4. A home equity line of credit for from theDartmouth Bank of Manchester, New Hampshire, of which
$33,500 was lent to the campaign.

Counsel states that Christmas Farm Inn, Inc., is a

Subchapter S Corporation jointly owned by William H. Zeliff and
Sydna T. Zeliff and that "income earned by a Subchapter S

corporation is taxed to its individual owners instead of to the

corporation."

According to an affidavit attached to counsel's response and
signed by Kenneth Kaslow, the bookkeeper for Christmas Farm Inn,
Inc., that corporation's assets were appraised at in
September, 1989. As of December 31, 1990, the corporation had

outstanding mortgages and debts of leaving joint

equity available to the owners of or

each. According to Mr. Kaslow, between May 1, 1989, and
December 31, 1990, William Zeliff drew a total of $209,000 from

1. The $4,000 difference between the $361,500 in total loansreported by the Committee and the $357,500 cited by counsel maybe accounted for by the $4,000 repayment made to the Dartmouth
Bank on February 20, 1990.



Christmas Farm Inn, Inc., for campaign purposes. Mr. Kaslow
states that both owners "have frequently drawn against their
equity, as needed . . . . The Zeliffs also have made repayments of
drawn amounts. Christmas Farm Inn, Inc., as a matter of ordinary
course records all such draws and repayments on internal balance

records."

With regard to the loans obtained by William Zeliff from
Dartmouth Bank and from Woodstown National Bank and Trust, counsel
asserts that all were made in the ordinary course of the banks'
businesses. Counsel states that the total of $33,500 in loans
from Dartmouth Bank came from credit drawn by Mr. Zeliff against a
home equity line of credit of Counsel does not state
whether Mrs. Zeliff was a co-signer of the agreement establishing

this line of credit. According to counsel, the credit was granted
following two appraisals of the Zeliff residence in January 1989
which averaged . As of may 1989 the outstanding mortgage
on the residence was leaving joint equity of

and personal equity for Mr. Zeliff of
Thus, counsel asserts, Mr. Zeliff's personal equity exceeded the
total of the $33,500 in loans to the Committee made from the line
of credit. Counsel further notes that interest on the loan from
Dartmouth Bank was 13.5%, that it was evidenced by a written loan
agreement, and that it is due in full by May 1999. Respondents
have not provided a copy of the written loan agreement.

The $108,000 in loans to the Committee from Mr. Zeliff using
monies obtained from Woodstown National Bank & Trust Company came
from two loans which he was granted in February and October 1990

4-
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in the amounts of respectively, for a total
of According to counsel, Woodstown National Bank and
Trust is located in the home town of Sydna Zeliff where the
Zeliffs lived for the first years of their marriage. Congressman
Zeliff has assertedly been a customer of this bank since the
mid-1970's. Attached to counsel's response are a listing of
unsecured loans obtained by Mr. Zeliff from this bank between 1975
and 1986 and copies of the notes for all of these loans; these
loans ranged in amount from to

Counsel states that the in loans obtained in 1990
"was uncollateralized at a variable interest rate of 12% (prime
plus 2), which is similar to the terms of all the Congressmanes
other personal loans from the bank over their years of dealing
with each other . . . . It is also noted that the loan was
evidenced by a formal written loan agreement, and that payment in
full is due on February 26, 1995. Again, respondents have not
provided a copy of the loan agreement(s)

2. Statutory Provisions

2 U.S.C. 5 441a(a)(1)(A) and 11 C.F.R. 5 110.1(b) limit to
$1,000 the amount which an individual may contribute to a
political committee per election. 2 U.S.C. 5 441a(f) prohibits
political committees from knowingly accepting contributions in
excess of the limitations at 2 U.S.C. S 441a(a).

Candidates for the office of U.S. Representatives may make
unlimited campaign expenditures from personal funds. 11 C.F.R.
5 ll0.10(a). Personal funds are defined as "[alny assets which,
under applicable state law, at the time he or she became a



candidate the candidate had legal right of access to or control

over, and with respect to which the candidate had either: (j)

legal and rightful title, or (ii) an equitable interest."

11 C.F.R. 5 l1O.10(b)(1). Personal funds include proceeds from

the sale of investments. 11 C.F.R. 5 110.10(b)(2).

A candidate may use as personal funds his or her portion of

assets jointly held vith his or her spouse, the portion to be

considered personal being the candidate's share according to the

instrument of conveyance or ownership. "If no specific share is

indicated by an instrument of conveyance or ownership, the value

of one-half of the property used shall be considered as personal

funds of the candidate." 11 C.F.R. 5 110.10(b)(3). Any remaining

portion used for campaign purposes is to be considered a

contribution from the spouse.

2 u.s.c. 5 441b and 11 C.F.R. S 114 prohibit the making and
knowing acceptance of corporate contributions in connection with

an election to federal office. in 1979 the Commission issued a

"Notice to All Candidates and Committees" in which it addressed

the issue of the use of corporate accounts by corporate personnel

to make contributions. In this Notice the Commission

distinguished among repayable drawing accounts, non-repayable

drawing accounts, and expense accounts. "Contributions made from

repayable drawing accounts that the employee is responsible to

repay will be considered corporate contributions for the

outstanding period of the draw, however, contributions made from

non-repayable drawing accounts established to permit personal

draws against salary, profits, or commissions will be considered



personal contributions. Contributions written against standard
expense accounts are prohibited as corporate contributions." CCH,

Federal Election Campaign Financing Guide, 1 9054.
Pursuant to 2 U.S.C. 5 441b, a loan made by a national or

state bank to a candidate or political committee will not be
deemed a contribution if it is made in accordance with applicable
banking laws and in the ordinary course of the bank's business.
Pursuant to 11 C.F.R. S 100.7(b)(ll), a loan will be considered to
have been made in the ordinary course of business if it bears the
usual and customary interest rate of the institution, is evidenced

by a written instrument, is subject to a due date or amortization

schedule, and is made on a basis which assures repayment.

Pursuant to 11 C.F.R. 5 114.9, stockholders and employees of
a corporation may make Ooccasional, isolated, or incidental use*
of corporate facilities "for individual volunteer activity in

connection with a Federal electiono and must reimburse the
corporation only to the extent that the operating costs or

overhead of the corporation are increased. 11 C.F.R.
5 114.9(a)(1). If more than occasional, isolated, or incidental

use is involved, reimbursement must be made within a commercially
reasonable time for the normal and usual charge for such services.
11 C.F.R. S 114.9(a)(2). Persons other than stockholders or

employees who use corporate facilities such as telephones or
typewriters or furniture in connection with a federal election
must reimburse the corporation within a commercially reasonable

time for the normal and usual rental charge for such facilities.
11 C.F.R. 5 114.9(d). If a candidate, candidate's agent, or other
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person traveling on behalf of a candidate uses means of
transportation owed or leased by a corporation such as
automobiles, that person must reimburse the corporation for such
use within a commercially reasonable time at the normal and usual
rental charge. 11 C.F.R. 5 114.9(e)(2)

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 shareholderts 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 individual.
26 U.S.C. S 1366(c) and (d). See Byrne v. C.I.R., 361 F.2d 939
(7th Cir, 1966). The corporation's profits remain the property of
the corporation until a majority of the shareholders declare a
dividend or distribution. U.S. v. Falcone, No. 89-5718
(11th Cir., July 11, 1991 )(WESTLAW 110210), quoting 1 O'Neal &
R. Thompson, Close Corporations (3rd ed 1986) S 2.06 at 34,
("'shareholder is taxed on his proportionate part of corporate
income, even though income is not actually distributed to him,'



because 'declaration of dividends is entirely within the

discretion of the corporationfs board of directors'").

3. Alleqations

The allegations in the complaint are based upon the premise

that, according to the personal financial disclosure statements
filed by William H. Zeliff in July and October 1990, Mr. Zeliff
had "very limited resources available to him for legal loans to
his campaign as of April 30, 1990. Nevertheless, his FEC reports
indicated that he has loaned to his campaign approximately

$301,500."

a. Proceeds from Condominium Sales

In the present matter, the complaint asserts that $164,000 in
net proceeds from the sale of two condominiums in Sea Isle City,
New Jersey, was lent to the Zeliff campaign, resulting in

excessive contributions from Synda T. Zeliff, the wife of the
candidate. Attached to the complaint are apparent copies of the
deeds to the two properties at issue dated August 25, 1989, and
November 27, 1989, showing William M. Zeliff, Jr., and Sydna T.
Zeliff as grantors. The complaint argues that Sydna Zeliff held a
one-half interest in those condominiums and that, therefore, Mr.
Zeliff could have made a loan to his campaign as personal funds of
only one-half of the sale proceeds or $82,000. The remaining
amount would have been a contribution from Sydna Zeliff.

The complaint cites an article which appeared in the

Manchester Union Leader on September 22, 1990, and a press

statement by William Zeliff on October 3, 1990, in support of this
allegation. According to the article Mr. Zeliff had stated that
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the first condominium sold for $129,000 and the second for
$135,000 for a total of $264,000. "'[We had mortgages of about
$100,000, leaving about $164,000.t The article continued, "That
figure, said Zeliff. is the bulk of the $184,000 he loaned his
campaign."

It is unclear from the copy of the press statement attached
to the complaint whether this document is a transcript of a press
conference or a written statement prepared and distributed by the
Zeliff Committee. Dated October 3, 1990, the statement reads in
part,

The second allegation [an opponent) made wasthat the sale from my duplex was a loss and thus,did not yield any funds to put into my campaign.The fact is that both halves of the duplex weresold for an approximate total of $264,000 and amortgage of approximately $100,000 was paid off.That yielded a substantial gain and I used thosefunds in my campaign.
In response to the complaint, counsel for the Committee and

the Zeliffs states, "During the course of the campaign,
Congressman Zeliff loaned the Committee $216,000: $209,000 from
his personal equity in the Inn and $7,000 from his other income."
Counsel states that the $7,000 came from Mr. Zeliff's "salary and
other income." A footnote asserts that his 'income during 1989
and 1990 included a salary from the Inn, rents received from real
estate he owns, and the proceeds of the sale of his share of two
condominiums." The statement regarding $209,000 in draws on
equity for campaign use is supported by the affidavit provided by
Kenneth Kaslow which is cited above.



Based upon the information provided by counsel, which differs

from that presented in the Union Leader article quoted above, it

appears that Mr. Zeliff's share of the proceeds of the condominjus

sales, $82,000, was one of several sources of personal funds by
which he made $7,000 of his loans to the Committee. The other

$209,000 apparently came from draws against his personal equity in

Christmas Farm Inn, Inc., which, as stated above, totaled

as of December 31, 1990; Mr. Zeliff's own equity was

thus apparently sufficient to cover the $209,000 in loans. It

appears that Mr. Zeliff alone was the source of the total of

$216,000 which he was reported as having lent the Committee from

personal funds.

Questions arise, however, with regard to the permissibility

of Mr. Zeliff's draws on his equity in Christmas Farm Inn, Inc.,

as the source of loans to the Committee. It was unclear from

counsel's original response whether these draws were taken as a

distribution of owner's equity or with an obligation to repay.

more recently, in response to questions posed by this Office,

counsel has stated that these draws were recorded by the

corporation as loans to Mr. Zeliff.

In MUR 2522 the Commission addressed the issue of whether

funds transferred by a candidate from his corporation's account to

his personal account could be considered personal funds rather

than corporate funds. In that situation the source of the funds

was the liquidation of certain instruments held as owner's equity,

with the cash acquired having been returned to the corporation as

an asset. The cash was then loaned to the candidate. The



corporationos balance sheet for the relevant year showed an asset

in the amount of the funds transferred by the candidate,

apparently as a loan receivable. In addition, both the

pre-enforcement correspondence and reports of the committee

involved and the records of the candidate's personal account

referred to this transaction as a loan to the candidate. Thus,

the Commission determined that the amount transferred constituted

a corporate contribution.

In the present matter, it appears from information supplied

orally by counsel that Christmas Parm Inn, Inc., has treated Mr.

Zeliff's $209,000 in draws on equity as loans. Because Mr. Zeliff

apparently took the $209,000 from his corporation as a loan based

upon his equity, not as a drawdown of that equity, this

transaction had the effect of a loan from a repayable drawing

account and thus must be considered to have been made with

corporate funds.
2

Counsel asserts that because this company has elected to be

taxed as a Subchapter S Corporation, the loans should be treated

as Mr. Zeliff's personal funds; i.e., as loans from himself to

himself. However, in the opinion of this Office, although

2. According to counsel, draws taken by the Zeliffs against their
equity in the corporation have taken "the form of checks written
on the Inn's bank accounts . - The treasurer of theCommittee, John C. Naramore, has stated in an affidavit that
"[aill loans made to the campaign were drawn on Mr. Zeliff's
personal checking accounts." Thus, it appears that Mr. Zeliff
obtained the loans from the corporation by means of corporate
checks which were deposited into his own account and that he thenwrote personal checks to the Committee. This procedure did notserve to nullify the corporate source of the funds involved in his
loans to the Committee.



Christas Farm Inn, Inc., is treated as a Subchapter S corporation

for tax purposes, it remains a corporation for purposes of the

Federal Election Campaign Act ("the Act"). As stated above, a

Subchapter S corporation retains as its own any income taxed to

individual shareholder until such time as a distribution or

dividend is declared.

By choosing to incorporate their business, the Zeliffs

converted personal assets into corporate ones. Their ability to

benefit from a statute designed to provide protection against

double taxation does not change the corporate nature of the

enterprise itself or re-convert the corporation's assets or income

into personal ones. Such a reconversion could have been

accomplished by means of a nonrepayable drawdown of equity;

however, that does not appear to have been the procedure chosen.

Rather, the assets involved were apparently left as corporate

assets which were loaned to Mr. Zeliff. And it was those

corporate assets which he admits were the source of his loan to

his committee.

Accordingly, there is reason to believe that the Friends of

Bill Zeliff and John C. Naramore, as treasurer, and Christmas Farm

Inn, Inc., violated 2 U.S.C. 5 441b.

b. Loans from First NH Bank

The complaint also alleges that the respondents accepted

corporate contributions "in the form of loan proceeds from White

Mountain Bank earmarked for business purposes and capital

improvements to real estate." More specifically, the complaint

alleges that loans obtained by Christmas Tree Inn, Inc., and by
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William and Synda Zeliff, from First NU - White Mountain Bank, now
First NR Bank, ostensibly for capital improvements, were used for
the campaign. The complaint offers as proof the assertion that no
building permits were issued "for any capital improvements to real
estate owned by the Zeliffs or Christmas Farm Inn, Inc., during

1988, 1989 or 1990."

According to information provided by respondents including
First NH Bank, Christmas Farm Inn obtained from First NH - White

Mountain Bank on May 17, 1989, a loan in the amount of

$ll87,000.3 On the same day William and Sydna Zeliff received a
loan in the amount of $562,380.67 from the same institution.

According to the bank, these loans were "made to consolidate

existing borrowings and enable the Zeliffs and their corporation,

Christmas Farm Inn, Inc., to make improvements, renovate the Inn
premises, and have an available business line of credit for
working capital purposes .... - The loans were intended to be

cross-collateralized, i.e., both the corporationus loan and the

loan to the Zeliffs were to be secured by "all of the real estate

comprising the Christmas Farm Inn, whether owned personally or

corporately," as well as by two other businesses owned by the
Zeliffs. Because of a drafting error, the original mortgage

agreements did not include all cross collateral descriptions, and

thus it became necessary in 1990 to prepare and file new

documentation.

3. The complaint cites $1,287,000 as the amount of the loan toChristmas Farm Inn.



According to counsel, $857,137.14 of the loan to the

corporation vas used to refinance pre-existing debt involving five

loans which the Inn had obtained over several years. The

remaining $329,862.86 of the loan to the corporation was made

available as a line of credit to be drawn down as the Inn made

capital improvements. Between May 1, 1989, and December 30, 1990,

the corporation borrowed $310,000 of this amount for improvements

and refurbishing.

Counsel's initial response on behalf of the Committee and of

Congressman and Mrs. Zeliff did not address the actual uses of the

$562,380.67 borrowed by the latter. more recently, counsel has

stated that this sum, like $857,137.14 of the $1,187,000 borrowed

by the corporation, was used to refinance previous loans, in this

case the then outstanding original first mortgage on the Inn owed

by the Zeliffs personally. Thus, the $S62,380.67 assertedly did

not result in any cash to the Zeliffs or to the corporation.

Regarding the statement in the complaint that no building

permits were issued for capital improvements at the Inn from 1988

to 1990, the First NH Bank has stated,

while the Bank is not responsible for the issuance
or obtaining of building permits, it notes that
many of the capital improvements which were funded
with the loans had been previously built and the
loans were granted as permanent financing.
Further, much of the capital improvement work done
at the Inn was in the form of renovations and
refurnishing and reoutfitting of Inn rooms at
substantial expense, none of which required a
building permit. According to its monitoring of
the loan and use of funds for capital
improvements, all funds to be used for capital
improvements were so used and the Bank was
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satisfied that such use took place. A total of$718,000 was invested in fixed assets and
improvements.

Based upon these discussions of the uses of the loans

obtained from First NH Bank in may, 1989, it appears that none of

the proceeds were expended for campaign purposes.

c. Cam.aign-Related Bank Loans

The bank loans obtained by Mr. Zeliff from Dartmouth Bank and
from Woodstown National Bank and Trust are not cited in the

complaint as having been among the sources of the $361,500 in

loans made by Mr. Zeliff to his campaign, nor are they questioned

by the complainant. However, because counsel has identified these
particular bank loans as sources of a portion of the loans to the
Committee, an examination of their compliance with the Act and the
Commission's regulations is relevant to the disposition of the

present matter.

1. Dartmouth Bank

As indicated in the above discussion of loans obtained for

his campaign, in 1989 and 1990 William Zeliff and, apparently,

Mrs. Zeliff borrowed a total of from the Dartmouth Bank,

of which $33,500 was relent by Mr. Zeliff to the Committee in June

1989 ($7,000) and March and May 1990 ($20,000 and $6,500

respectively). The in credits were drawn against a home
equity line of credit backed by the Zeliff residence in which Mr.

4. Attached to the bank's response is a Christmas Farm Innnewsletter, The North Pole Ledger, dated November, 1988, whichdescribes renovations to the Inn; however, these improvementswould have pre-dated the 1989 loan and would be relevant only tothe portion of that loan which refinanced earlier loans.
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Zeliff held in equity. According to counsel, interest

on the line of credit was set at 13.5% and payment is due in full

in May 1999.
5

The $33,500 in loans to the Comittee were reported as loans

from Mr. Zeliff obtained from the Dartmouth Bank. 6 Only $4,000 of

this amount had been repaid as of December 31, 1990.

The written loan agreement(s) related to the Dartmouth Bank

line of credit are not in hand; however, counsel asserts that it

was evidenced by such a document. Further, this credit was

subject to an apparently usual interest rate and to a specific due

date, and was secured by the Zeliffs" residence, thus assuring

repayment. It therefore appears that this line of credit was

extended in the ordinary course of business.

Because Mr. Zeliff's equity interest in the Zeliff

residence did not equal the $75,000 equity line of credit, it

appears that Mrs. Zeliff was in this instance a co-borrower from

the Dartmouth Bank. Thus, the issue arises as to whether she

should be considered to have contributed a portion of the $33,500

in loans made to the Committee from credits drawn against the

line of credit.

In the absence of information to the contrary, it can be

presumed that Mr. and Mrs. Zeliff each held a one-half interest in

5. Throughout 1990 the Committee consistently reported the due
dates of each loan as May 1990.

6. The $7,000 was obtained prior to Mr. Zeliff's becoming a
candidate; however, pursuant to 11 C.F.R. 5 104.3(d), loans
obtained by an individual prior to candidacy for use in that
person's campaign must be reported as loans from the lender if
they are outstanding when the individual becomes a candidate.
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the credit line, or a piece. Therefore, Mr. Zeliffis
Interest was sufficient to cover the $33,500 in loans made to his
Committee, resulting in no contribution from Mrs. Zeliff. In
addition, Mr. Zeliffts equity of in the residence also
provides a basis for considering the $33,500 as his contribution

alone.

2. Woodstown National Bank and Trust

Although uncollateralized, the $108,000 in campaign loans
from the Woodstown National Bank and Trust, which were included in
the total of borrowed from that bank by William Zeliff,
appear also to have been obtained by the candidate in the ordinary
course of the bank's business. As stated above, Mr. Zeliff,

Ctogether in certain instances with Mrs. Zeliff, had obtained

NO numerous loans from this institution before 1990; more

110 specifically, the bank made loans to one or both between 1975
and 1986, the largest of which was in the amount of None

of these earlier loans was secured. Counsel argues that
"[blecause the bank has successfully dealt with Congressman Zeliff

on a noncollateralized basis for many years, the bank has

reasonable assurance of repayment."

The 1990 loans assertedly carried an interest rate of 12%,
were evidenced by a written agreement, and bore a due date of
February 26, 1995. They, thus, apparently met the requirements of

11 C.F.R. 5 100.7(b)(ll).

d. Proceeds from Sales of Stock

The complaint alleges that respondents have violated
11 C.F.R. 5 110.1(b)(1) and 11 C.F.R. 5 l10.10(b)(3) and failed to



report proceeds from the sale of stocks on the candidate#&

financial disclosure statement filed with the Clerk of the U.S.
House of Representatives in July and October 1990. Although the
complaint is not precise as to the basis for these allegations,

there is an implication that, because William Zeliff lent his
campaign "approximately $192,000 after April 30, 1990.0 and
because, according to an article which appeared in the Boston
Globe on October 31, 1990, a campaign spokesman "admitted" that
stock proceeds were used to finance the campaign, stocks in excess
of the range reported ($3,000 to $15,000) were sold for campaign
purposes. In addition, it is alleged that Mrs. Zeliff was joint
owner of some stocks, apparently creating the possibility of an
excessive contribution from her in violation of the statutory and
regulatory limitations.

In response to the complaint, counsel has not specifically

discussed the sale of stocks and the relationship or
non-relationship of any such sale to the campaign. Rather,
counsel has outlined what are asserted to be the actual sources of
the loans made by the candidate to his campaign, sources which do
not include the sale of stocks. The sources cited by counsel are
sufficient to cover the $216,000 in loans from personal funds plus
the $145,500 in bank loans obtained by Mr. Zeliff for campaign
purposes. Thus, there is no evidence beyond the news story cited
by the complainant that stocks held either separately by Mr.
Zeliff or jointly with his wife were sold to finance the campaign.

Further, even if there exist omissions of- information from
the financial disclosure reports filed by Congressman Zeliff with



the Clerk of the House of Representatives, such reporting errors

would not come within the jurisdiction of the Commission.

e. Salary ?aymnts to William Zeliff

The complaint further alleges that, as of the submission by

the candidate of his personal financial disclosure statement on

July 15, 1990, Christmas Farm inn had paid him a salary equal to

or in excess of his entire salary for 1989, thus apparently

resulting in an excessive salary "unrelated to business purposes'

and in a violation of 11 C.F.R. 5 114.2(b).

The schedule attached to Congressman Zeliff's July 15

financial disclosure statement, and apparently the one relied upon

by the complainant, shows salary received from Christmas Farm in

1989 in the amount of $18,200 and that received in 1990 as

$18,080. In the same Boston Globe article cited above, it is

stated that Mr. Zeliff had put his salary at "18,000 per year for

the past two years." Thus it appears that the $18,080 reported

for 1990 constituted his entire year's salary. It also appears

that no excessive salary vas paid and that none, therefore, went

into the campaign.

f. Use of Christmas Farm Inn Assets

The complaint also alleges that the Committee used motor

vehicles belonging to the corporation for campaign purposes.

In response, counsel states,

the Committee used basic services, facilities and
automobiles of Christmas Farm Inn, Inc.
These services and facilities included postage,
signs, telephones, and the use of a van and a
truck. From August 1, 1989 to December 17, 1990,
the Committee was billed by the corporation a
total of $32,483.76 for these services. The
Committee has reported all of these charges on
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its amended mEc reports. The Com-itte has paid
in full all invoices.

According to the Committee's reports, it began to accumulate

debts owed Christmas Farm inn during the second quarter of 1990.
The amended July Quarterly Report showed debts totaling $4,579 for

"Telephone, postage, signs, mileage." Between July 1 and

August 22, 1990, reported debts to the corporation increased by

$2,895 to a total of $7,474, with the new amount being for

"Telephone, mileage, signs." An additional $4,251 in reported

debt owed the Inn was added between August 23 and September, 1990,

again for "Phone, postage signs [sic], mileage," bringing the

total to $11,726. Between October 18 and November 26, 1990,

$3,059 in further reported debt was accumulated, for a total of

$14,785. The specific services provided were not itemized.

Finally, between November 27 and December 31, 1990, $3,558 more in

debts owed the Inn was reported for "Telephone, veh. exp., office

supplies," bring the total to $18,343. The reason for the

discrepancy between this total and the $32,483.76 cited by counsel

in response to the complaint cannot be determined because the

Committee has not yet filed a report in 1991.

The first payment of $5,000 on the debt owed the corporation

was made on December 19, 1990, specifically for the "primary," or

at least six months after the debt began to accumulate. 7 Again

7. As of June 30, 1990, the Committee reported $6,007 in cash onhand and $102,079 in debts owed. By August 22 cash on hand was($276) and debts totaled $109,812. As of September 30, theCommittee's cash on hand had risen to $31,351 but none was used tomeet the debt owed the corporation. Total debts as ofSeptember 30 were $309,225. By October 17 cash on hand had fallento $110 while debts owed the corporation had risen to $11,726 and



because the Committee has not filed a report during 1991, the

dates of subsequent payments on this debt are not known. Counsel
has simply stated that the Committee has reimbursed the Inn in

full.

Given his ownership of the property, it is certain that the

candidate was one of those involved in the use of the Inn's

facilities. it cannot be ascertained from either the Committee's
reports or counsel's response to the complaint whether others who

used the corporation's facilities were stockholders or employees,

or representatives of the Committee not associated with the Inn.

in any case it also appears that the use of the inn's facilities

was more than "occasional, isolated or incidental," bringing it at

the least within the requirements of 11 C.F.R. 5 114.9(a)(2), as
well as the requirements of 11 C.F.R. S 114.9(e)(2) with regard to

the use of automobiles. The corporation thus should have been

reimbursed within a commercially reasonable time for the normal

and usual rental charge for such facilities. Such reimbursement

did not, however, begin until more than a month after the general

election campaign was over, and at least six months after the

first portion of the debt was reported.

(Footnote 7 continued from previous page)
total debts had risen to $309,226. On November 26 reported cashon hand totaled $1,735, the amount owed the corporation totaled$14,785, and other debts equaled $347,500. And as of December 31,the Committee reported $4,826.65 in cash on hand, debts owed thecorporation totaling $13,343, and other debts totaling $366,016.This last figure included $220,991 in debts owed William Zeliffpersonally, $29,500 owed the Dartmouth Bank, and $100,000 owed theWoodstown National Bank and Trust.



Therefore, the Comission has included the full $18,343
reported as owed to the corporation in its determination that the
Priends of Bill eliff and John C. Naranore, as treasurer,

violated 2 U.S.C. S 441b.



FPDULtAL ELECTION COMMISSION

ACTUAL AND LEGAL ANALYSIS

RESPONDENT: Christmas Farm Inn, Inc. MUR: 3191

I. GUHR13TION OF N&TTU

This matter was initiated by the filing of a complaint by

Joseph F. Keefe on behalf of the Keefe for Congress 1990 Committee

("the Keefe Committeea). In its complaint the Reef* Committee

alleges that the Friends of Bill Zeliff Committee ("the

Committee") accepted corporate contributions in the form of

proceeds from a $562,380.67 loan obtained from First N - White

Mountain Bank by William and Sydna Zeliff and from a $1,287,000

loan obtained from the same bank by Christmas Farm Inn, Inc. ("the

corporation"); that Christmas Farm Inn, Inc., paid Willim Zeliff

an excessive salary in 1990 unrelated to business purposes; and

that the Committee used motor vehicles owned by Christmas Farm

Inn, Inc., for campaign purposes.

II. FACTUAL AND LWL AMLYSIS

1. Background

william H. Zeliff, Jr., filed his Statement of Candidacy on

August 8, 1989. On the same date the Committee's Statement of

Organization was received.

According to amended reports filed by the Committee, during

the 1989-90 campaign cycle William Zeliff made $216,000 in loans

to the Committee from personal funds. These loans included the

following:



Loans from Personal Funds

3/30/90 - $10,000
4/18/90 - 5.00
5/3/90 - 3,000
8/7/90 - 30,000
8/14/90 - 20,000
8/20/90 - 25,000
8/28/90 - 40,000
9/4/90 - 57000
9/11/90 - 20,000
12/3/90 - 6,000

$216,000

In responses to the complaint, counsel for the Committee and

for Congressman and Mrs. Zeliff states that the sources of the

funds which the candidate lent to his campaign were, inter alia,

1. Cash drawn against his 51% equity in Christmas Farm
Inn, Inc., in the form of checks totaling $209,000 drawn
on the Inn's bank account; and
2. "Personal funds . . . derived from salaries, rents

and liquidated assets;*

Counsel states that Christmas Farm Inn, Inc., is a

Subchapter S Corporation jointly owned by William H. Zeliff and

Sydna T. Zeliff and that "income earned by a Subchapter S

corporation is taxed to its individual owners instead of to the

corporation."

According to an affidavit attached to counsel's response and

signed by Kenneth Kaslow, the bookkeeper for Christmas Farm Inn,

Inc., that corporation's assets were appraised at in

September, 1989. As of December 31, 1990, the corporation had

outstanding mortgages and debts of , leaving joint

equity available to the owners of or

each. According to Mr. Kaslow, between May 1," 1989, and
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December 31, 1990, William Seliff drew a total of $209,000 from

Christmas Farm Inn, Inc., for campaign purposes. Mr. Kaslow

states that both owners Ohave frequently drawn against their

equity, as needed . . .. The Zeliffs also have made repayments of

drawn amounts. Christmas Farm Inn, Inc., as a matter of ordinary

course records all such draws and repayments on internal balance

records."

2. Statutory Provisions

Candidates for the office of U.S. Representatives may make

unlimited campaign expenditures from personal funds. 11 C.F.R.

I 110.10(a). Personal funds are defined as "(any assets which,

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

candidate the candidate had legal right of access to or control

over, and with respect to which the candidate had either: (i)

legal and rightful title, or (ii) an equitable interest."

11 C.F.R. 5 110.10(b)(1).

2 U.S.C. S 441b and 11 C.F.R. 5 114 prohibit the making and

knowing acceptance of corporate contributions in connection with

an election to federal office. In 1979 the Commission issued 4

"Notice to All Candidates and Committees" in which it addressed

the issue of the use of corporate accounts by corporate personnel

to make contributions. In this Notice the Commission

distinguished among repayable drawing accounts, non-repayable

drawing accounts, and expense accounts. "Contributions made from

repayable drawing accounts that the employee is responsible to

repay will be considered corporate contributions for the

outstanding period of the draw, however, contributions made from
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non-repayable drawing accounts established to permit personal

draws against salary, profits, or commissions will be considered

personal contributions. Contributions written against standard

expense accounts are prohibited as corporate contributions." CCU,

Federal Election Campaign Financing Guide. 5 9054.

Pursuant to 11 C.F.R. S 114.9, stockholders and employees of

a corporation may make "occasional, isolated, or incidental use"

of corporate facilities "for individual volunteer activity in

connection with a Federal election" and must reimburse the

corporation only to the extent that the operating costs or

overhead of the corporation are increased. 11 C.F.R.

S 114.9(a)(1). If more than occasional, isolated, or incidental

use is involved, reimbursement must be made within a commercially

reasonable time for the normal and usual charge for such services.

11 C.F.R. 5 114.9(a)(2). Persons other than stockholders or

employees who use corporate facilities such as telephones or

typewriters or furniture in connection with a federal election

must reimburse the corporation within a commercially reasonable

time for the normal and usual rental charge for such facilities.

11 C.F.R. 5 114.9(d). If a candidate, candidate's agent, or other

person traveling on behalf of a candidate uses means of

transportation owed or leased by a corporation such as

automobiles, that person must reimburse the corporation for such

use within a commercially reasonable time at the normal and usual

rental charge. 11 C.F.R. $ 114 .9(e)(2)

The Technical Amendments Act of 1958 added Subchapter S to

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

26 U.S.C. S 1366(c) and (d). See Byrne v. C.I.R., 361 F.2d 939

(7th Cir, 1966). The corporation's profits remain the property of

the corporation until a majority of the shareholders declare a

dividend or distribution. U.S. v. Falcone, No. 89-5718

(11th Cir., July 11, 1991)(WESTLAW 110210), quoting 1 ONeal &

R. Thompson, Close Corporations (3rd ed. 1986), S 2.06, at 34,

("'shareholder is taxed on his proportionate part of corporate

income, even though income is not actually distributed to him,!

because 'declaration of dividends is entirely within the

discretion of the corporation's board of directors'").

3. Allegations

The allegations in the complaint are based upon the premise

that, according to the personal financial disclosure statements

filed by William H. Zeliff in July and October 1990, Mr. Zeliff

had "very limited resources available to him for legal loans to
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his campaign as of April 30, 1990. Nevertheless, his FCC reports

indicated that he has loaned to his campaign approximately

$301,500."

a. Sources of Personal Loans

In response to the complaint, counsel for the Committee and

the Zeliffs states, "During the course of the campaign,

Congressman Zeliff loaned the Committee $216,000: $209,000 from

his personal equity in the Inn and $7,000 from his other income."

Counsel states that the $7,000 came from Mr. Zeliff's "salary and

other income." A footnote asserts that his "income during 1989

and 1990 included a salary from the Inn, rents received from real

estate he owns, and the proceeds of the sale of his share of two

condominiums." The statement regarding $209,000 in draws on

equity for campaign use is supported by the affidavit provided by

Kenneth Kaslow which is cited above.

Based upon this information provided by counsel, $209,000 in

personal loans came from draws against Mr. Zeliff's personal

equity in Christmas Farm Inn, Inc., which, as stated above,

totaled as of December 31, 1990. Mr. Zeliff's equity

was thus apparently sufficient to cover the $209,000 in loans.

Questions arise, however, with regard to the permissibility

of Mr. Zeliff's draws on his equity in Christmas Farm Inn, Inc.,

as the source of loans to the Committee. It was unclear from

counsel's original response whether these draws were taken as a

distribution of owner's equity or with an obligation to repay.

More recently, in response to questions posed by this Office,



Oounsel has stated that these draws were recorded by the
Corporation as loans to Mr. Zeliff.

In MUR 2522 the Commission addressed the issue of whether
funds transferred by a candidate from his corporationos account to
his personal account could be considered personal funds rather
than corporate funds. In that situation the source of the funds
was the liquidation of certain instruments held as owner's equity,
with the cash acquired having been returned to the corporation as
an asset. The cash was then loaned to the candidate. The
corporation's balance sheet for the relevant year showed an asset
in the amount of the funds transferred by the candidate,
apparently as a loan receivable. In addition, both the
pre-enforcement correspondence and reports of the comittee
involved and the records of the candidate's personal account
referred to this transaction as a loan to the candidate. Thus,
the Commission determined that the amount transferred constituted

a corporate contribution.

In the present matter, it appears from information supplied
orally by counsel that Christmas Farm Inn, Inc., has treated Mr.
Zeliff's $209,000 in draws on equity as loans. Because Mr. Zeliff
apparently took the $209,000 from his corporation as a loan based
upon his equity, not as a drawdown of that equity, this
transaction had the effect of a loan from a repayable drawing
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account and thus must be considered to have been made with

corporate funds.1

Counsel asserts that because this company has elected to be

taxed as a Subchapter S Corporation, the loans should be treated

as Mr. Zeliff's personal funds; i.e., as loans from himself to

himself. However, although Christmas Farm Inn, Inc., is treated

as a Subchapter S corporation for tax purposes, it remains a

corporation for purposes of the Federal Election Campaign Act

("the Act"). As stated above, a Subchapter S corporation retains

as its own any income taxed to individual shareholders until such

time as a distribution or dividend is declared.

By choosing to incorporate their business, the Zeliffs

converted personal assets into corporate ones. Their ability to

benefit from a statute designed to provide protection against

double taxation does not change the corporate nature of the

enterprise itself or re-convert the corporation's assets into

personal ones. Such reconversion could have been accomplished by

means of a nonrepayable drawdown of equity; however, that does not

appear to have been the procedure chosen. Rather, the assets

involved were apparently left as corporate assets which were

1. According to counsel, draws taken by the Zeliffs against their
equity in the corporation have taken "the form of checks written
on the Inn's bank accounts ... 2 The treasurer of the
Committee, John C. Naramore, has stated in an affidavit that
"[aill loans made to the campaign were drawn on Mr. Zeliff's
personal checking accounts." Thus, it appears that Mr. Zeliff
obtained the loans from the corporation by means of corporate
checks which were deposited into his own accouht and that he then
wrote personal checks to the Committee. This procedure did not
serve to nullify the corporate source of the funds involved in his
loans to the Committee.



loaned to Mr. Zeliff. And it was those corporate assets which he
admits were the source of his loan to his committee.

Accordingly, there is reason to believe that Christmas Farm

Inn, Inc., violated 2 U.s.c. 5 441b.

b. Loans from First -

The complaint also alleges that the Committee accepted

corporate contributions 'in the form of loan proceeds from White

Mountain Bank earmarked for business purposes and capital

improvements to real estate.' More specifically, the complaint

alleges that loans obtained by Christmas Tree Inn, Inc., and by
William and Synda Zeliff, from First NH - White Mountain Bank, now

First NE Bank, ostensibly for capital improvements, were used for

the campaign. The complaint offers as proof the assertion that no

building permits were issued 'for any capital improvements to real

estate owned by the Zeliffs or Christmas Farm Inn, Inc., during

1988, 1989 or 1990."

According to information provided by respondents including

First NH Bank, Christmas Farm Inn obtained from First NH - White

mountain Bank on may 17, 1989, a loan in the amount of

$1,187,000.2 On the same day William and Sydna Zeliff received a
loan in the amount of $562,380.67 from the same institution.

According to the bank, these loans were "made to consolidate

existing borrowings and enable the Zeliffs and their corporation,

Christmas Farm Inn, Inc., to make improvements, renovate the Inn

premises, and have an available business line of credit for

2. The complaint cites $1,287,000 as the amount of the loan to
Christmas Farm Inn.



--10--

working capital purposes . . .. * The loans were intended to be

cross-collateralized, i.e., both the corporation's loan and the

loan to the Zeliffs were to be secured by wall of the real estate

comprising the Christmas Farm inn, whether owned personally or

corporately*' as well as by two other businesses owned by the

zeliffs. Because of a drafting error, the original mortgage

agreements did not include all cross collateral descriptions, and

thus it became necessary in 1990 to prepare and file new

documentation.

According to counsel, $857,137.14 of the loan to the

corporation was used to refinance pre-existing debt involving five

loans which the inn had obtained over several years. The

remaining $329,862.86 of the loan to the corporation was :made

available as a line of credit to be drawn down as the inn made

capital improvements. Between May le 1989, and December 30. 1990t

the corporation borrowed $310,000 of this amount for improvements

and refurbishing.

Regarding the statement in the complaint that no building

permits were issued for capital improvements at the inn from 1988

to 1990, the First NH Bank has stated,

while the Bank is not responsible for the issuance
or obtaining of building permits, it notes that
many of the capital improvements which were funded
with the loans had been previously built and the
loans were granted as permanent financing.
Further, much of the capital improvement work done
at the Inn was in the form of renovations and
refurnishing and reoutfitting of inn rooms at
substantial expense, none of which required a
building permit. According to its monitoring of
the loan and use of funds for capital improvements,
all funds to be used for capital improvements were

C44
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so used and the Bank vas satisfied that such use
took place. A total of $718,00 3vwas invested in
fixed assets and improvements.*

Based upon these discussions of the uses of the loans

obtained from First NU Bank in May, 1989, it appears that none of

the proceeds were expended for campaign purposes.

c. SalaryPayments to William Zeliff

The complaint further alleges that, as of the submission by

the candidate of his personal financial disclosure statement on

July 15, 1990, Christmas Farm Inn had paid him a salary equal to

or in excess of his entire salary for 1989, thus apparently

resulting in an excessive salary "unrelated to business purposes'

and in a violation of 11 C.F.R. 5 114.2(b).

The schedule attached to Congressman Zeliff's July 15

financial disclosure statement, and apparently the one relied upon

by the complainant, shows salary received from Christmas Farm in

1989 in the amount of $18,200 and that received in 1990 as

$18,080. in the same Boston Globe article cited above, it is

stated that Mr. Zeliff had put his salary at "18,000 per year for

the past two years." Thus it appears that the $18,080 reported

for 1990 constituted his entire year's salary. It also appears

that no excessive salary was paid and that none, therefore, went

into the campaign.

3. Attached to the bank's response is a Christmas Farm Inn
newsletter, The North Pole Ledger, dated November, 1988, which
describes renovations to the Inn; however, these improvements
would have pre-dated the 1989 loan and would be relevant only to
the portion of that loan which refinanced earlier loans.
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d. Use of Christmas Pars Inn Assets

The complaint also alleges that the Committee used motor

vehicles belonging to the corporation for campaign purposes.

In response, counsel states,

the Committee used basic services, facilities and
automobiles of Christmas Farm Inn, Inc.
These services and facilities included postage,
signs, telephones, and the use of a van and a
truck. From August 1, 1989 to December 17, 1990,
the Committee was billed by the corporation a
total of $32,483.76 for these services. The
Committee has reported all of these charges on
its amended FEC reports. The Comittee has paid
in full all invoices.

According to the Committee's reports, it began to accumulate

debts owed Christmas Farm Inn during the second quarter of 1990.

The amended July Quarterly Report showed debts totaling $4,579 for

"Telephone, postage, signs, mileage." Between July 1 and August

22, 1990, reported debts to the corporation increased by $2,895 to

a total of $7,474, with the new amount being for *Telephone,

mileage, signs." An additional $4,251 in reported debt owed the

Inn was added between August 23 and September, 1990, again for

*Phone, postage signs [sic), mileage," bringing the total to

$11,726. Between October 18 and November 26, 1990, $3,059 in

further reported debt was accumulated, for a total of $14,785.

The specific services provided were not itemized. Finally,

between November 27 and December 31, 1990, $3,558 more in debts

owed the Inn was reported for "Telephone, veh. exp., office

supplies," bring the total to $18,343. The reason for the

discrepancy between this total and the $32,483.76 cited by counsel



in response to the complaint cannot be determined because the

Committee has not yet filed a report in 1991.

The first payment of $5,000 on the debt owed the corporation

was made on December 19, 1990, specifically for the "Primary," or

at least six months after the debt began to accumulate. 4  Again

because the Committee has not filed a report during 1991. the

dates of subsequent payments on this debt are not known. Counsel

has simply stated that the Committee has reimbursed the inn in

full.

Given his ownership of the property, it is certain that the

candidate was one of those involved in the use of the Innes

facilities. It cannot be ascertained from either the Committee's

reports or counsel's response to the complaint whether others who

used the corporation's facilities were stockholders or employees,

or representatives of the Committee not associated with the, inn.

in any case it also appears that the use of the inn's facilities

was more than "occasional, isolated or incidental," bringing it at

the least within the requirements of 11 C.F.R. 5 114.9(a)(2). as

4. As of June 30, 1990, the Committee reported $6,007 in cash on
hand and $102,079 in debts owed. By August 22 cash on hand was
($276) and debts totaled $109,812. As of September 30, the
Committee's cash on hand had risen to $31,351 but none was used to
meet the debt owed the corporation. Total debts as of
September 30 were $309,225. By October 17 cash on hand had fallen
to $110 while debts owed the corporation had risen to $11,726 and
total debts had risen to $309,226. On November 26 reported cash
on hand totaled $1,735, the amount owed the corporation totaled
$14,785, and other debts equaled $347,500. And as of December 31,
the Committee reported $4,826.65 in cash on hand, debts owed the
corporation totaling $13,343, and other debts totaling $366,016.
This last figure included $220,991 in debts owed William Zeliff
personally, $29,500 owed the Dartmouth Bank, and $100,000 owed the
Woodstown National Bank and Trust.



well as the requirements of 11 C.F.R. 5 l14.9(e)(2) with regard to

the use of automobiles. The corporation thus should have been

reimbursed within a commercially reasonable time for the normal

and usual rental charge for such facilities. Such reimbursement

did not, hovever, begin until more than a month after the general

election campaign was over, and at least six months after the

first portion of the debt was reported.

The Commission has included the full $18,343 reported as owed

to the corporation in its determination that the Christmas Farm

Inn, Inc., violated 2 U.S.C. 5 441b.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

HUR 3191
)

INTERMOGATORIES AND RQUEST
FOR PRODUCTION OF DOCUMENTS

TO: Friends of Bill Zeliff Committee
and John C. Naramore, as treasurer

Congressman William H. Zeliff, Jr.
Christmas Farm Inn, Inc.

In furtherance of its investigation in the above-captioned

matter, the Federal Election Commission hereby requests that you

submit answers in writing and under oath to the questions set

forth below within 15 days of your receipt of this request. In
CM

addition, the Commission hereby requests that you produce theCM

0 documents specified below, in their entirety, for inspection and

110 copying at the Office of the General Counsel, Federal Election

Commission, Room 659, 999 E Street, N.W., Washington, D.C. 20463,

on or before the same deadline, and continue to produce those

documents each day thereafter as may be necessary for counsel for

the Commission to complete their examination and reproduction of

those documents. Clear and legible copies or duplicates of the

documents which, where applicable, show both sides of the

documents may be submitted in lieu of the production of the

originals.

QUESTIONS

1. Please account for the apparent discrepancy between the
figure of $32,483.76 cited in your response to the complaint
as the amount billed the Friends of Bill Zeliff Committee
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(*the Committee') by Christmas Farm Inn, Inc., during the 1989-90campaign and the maximum total of $18,343 reported by theCommittee as owed that corporation.

2. Please identify all individuals who used the facilities ofChristmas Farm Inn, Inc., on behalf of the Zeliff campaign in1989-90, stating whether each was an employee or volunteer withthe Committee or an employee of the corporation, and describe thenature of the activities undertaken by each.

REQUEST FOR DOCUMENTS

Please provide all documents relevant to the $209,000 indraws taken by William H. Zeliff, Jr., on equity in Christmas FarmInn, Inc., and then loaned to the Committee, including any writtenagreement(s) entered into by the corporation and Mr. Zeliff and
ledgers on which such draws were entered.

C14
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In the hatter of

Friends of Bill Zeliff Committee
and John C. Naramore, as treasurer

MqUR 3191
14UR 3226

SENSITIVE
GENERAL COUNSEL'S REPORT

I. BACKGRONID AND ANALYSIS

On February 27, 1991, the Commission found reason to believe

that the Friends of Bill Zeliff Committee and John C. Naramore, as

treasurer, (*Respondents") violated 2 U.S.C. S 434(a)(6) by

failing to file 48 hour reports with regard to two loans later

reported as having come from the candidate prior to the September

11, 1990, New Hampshire primary. Notification of the Commission's

determination and a proposed conciliation agreement were sent to

counsel. This matter was designated MUR 3226.

Earlier, on November 30, 1990, the Commission had received a

complaint filed against the Respondents which was designated

MM! 3191. In response to the Commission's finding of reason to

believe in MUR 3226, counsel asked that further proceedings be

deferred in MUR 3226 until the Commission acted in NUR 3191, and

also asked that the two matters be merged. Counsel asserted that

the issues in these two matters were closely related, involving as

they did "personal loans from the candidate during the 1990

election." (See General Counsel's Report dated April 11, 1991.)

On August 13, 1991, the Commission addressed MUR 3191 and

found reason to believe that the Respondents and Christmas Farm

Inn, Inc., violated 2 U.S.C. 5 441b as a result of the candidate's
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having used corporate funds to make loans to the 
rtiends of bill

Seliff Committee. Two of these loans are the same 
as those at

isse in MXU 3226.

Given this overlapping of transactions, 
the Office of General

Counsel recommends that the Commission 
merge MU 3226 with

HU 3191 with the new matter to be 
designated HU 3191..

II. UO -- KnT0s

1. Merge MUR 3226 into HUR 3191.

2. Approve the appropriate letter.

Lawrence N. Noble
General Counsel

Date BY:
Lois G. Lerner --
Associate General CounselCN,

-N
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BEFOE THE FEDERAL ELECTION COMMISSION

in the Matter of )
Friends of Bill Zeliff Committee ) MUR 3191 andand John C. Naramore, as treasurer. ) MUR 3226

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 23, 1991t the
Commission decided by a vote of 5-0 to take the following

C4actions with respect to MUR 3191 and MUR 3226:

1. Nerge MUR 3226 into MUR 3191.

2. Approve the appropriate letter, asrecoimended in the General Counsel's
Report dated August 20, 1991.

Commissioners Aikens, Elliott, Josefiak, NcGarry, and
Thomas voted affirmatively for the decision; Commissioner

McDonald did not cast a vote.

Attest:

Date arjorie.
Secretary of the Commission

Received in the Secretariat: Wed., August 20, 1991 1:05 p.m.Circulated to the Commission: Wed., August 21, 1991 4:00 p.m.Deadline for vote: Fri., August 23, 1991 4:00 p.m.

dr



FEDERAL ELECTION COMMISSION
WASHINGTON. D C 204b3

September 4, 1991

Jan Witold Saran, 8squire
Wiley, Rein & Fielding
1776 K Street, N.V.
Washington, D.C. 20006

RE: XR 3191 and MUR 3226

Dear Mr. Baran:

On February 27, 1991, the Commission found reason to believethat the Friends of Bill Zeliff Committee ("the Committee") andJohn C. Naramore, as treasurer, violated 2 U.S.C. 5 434(a)(6) byfailing to file 48 hour reports with regard to two loans received- prior to the September 11, 1990, Now Hampshire primary electionwhich were later reported as having come from the candidate,
William Zeliff. This matter was designated MRU 3226. Morerecently, on August 13, 1991, the Commission found reason tobelieve in RUR 3191 that the Committee, John C. Naramore, asNO treasurer, and Christmas Farm Inn, Inc., violated 2 U.S.C. s 441bas a result of the candidate's having used corporate funds to make"0 loans to the Committee. Two of these loans were the same as thoseat issue in RUl 3226.

Given this overlapping of transactions, the Commission onAugust 23, 1991, voted to merge RM 3226 into RUE 3191. TheC combined matter will be designated RUE 3191.

Sincerely,

Lawrence Mt. Noble
General Counsel

BY: LOiS G.
Associate General Counsel



In fthe Matter of

Wt8a 3. Sliff, Jr. )II 3191
friends of SAIl cUliff Committee ) R
4hos C. Vataare, as treasurer )
Christmas Farm inn, Inc.

COI.L X 3 NPUGT

On August 13, 1991, the Commission found reason to believe that

the Friends of bill Zelff Committee ('the Committee'), John C.

Naramore, as treasurer, and Christmas Farm Inn, Inc., violated

2 U.S.C. 5 441b as a result of the candidate's (William H. Seliff,

Jr.) having used corporate funds to make loans to the Committee.

At that time this Office had made no recommendations, an# the

Commission made no determin4ations, with regard to".the involvement of

the candidate in the transactio'na at issue.,

It G.." FSist 001O~ P~V t AID kthi4 0""Ueto
16"C~~t~dby tt W V a 'Ift~c 0 is1to "thi 0 9ut.

2 U.S.C. 5 441b(a) prohibits any eandid ,4Vt, 9 tiesl

committee, or other person from knowingly, accepting or receiving any,

N contribution from a corporation, national bank or labor organisation
in connection with a federal election. This provision also

prohibits any officer or director of a corporation from consenting

to the making of a corporate contribution. 2 U.S.C. 5 441b(b)(2)

defines 'contribution" to include any loan made to a candidate,

campaign committee or political party or organization.

As was discussed in the First General Counsel's Report in this

matter, Mr. Zeliff made $216,000 in loans to the Committee, of which

$209,000 came from draws against his personal equity in Christmas



Farm Inn, Inc. These loans were apparently recorded by the

corporation as loans to Mr. Zeliff0 not as drowdovns 
of his equity

interests. because Mr. Zeliff took the $209,000-from his

corporation as loans, such transactions had the 
effect of loans from

a repayable drawing account and thus must be considered 
to have been

made with corporate funds.

As was also discussed in the First General Counsel's Report,

counsel has asserted that because Christmas Farm 
Inn, Inc., has

elected to be taxed as a Subchapter S Corporation, 
the loans should

be treated as Mr. Zeliff's personal funds. However, even if

Christmas Farm Inn, Inc., is treated as a Subchapter S Corporation

( C for tax purposes, it remains a corporation for purposes 
of the

C4 Federal Slection Campaign Act. A Subchapter a Corporation retains

1%0 as its own any income taxed to individual 
shareholders until such

N0 time as a distribution ot'd~vidend is declared.

tA According to counsel, dtaws, takenbyMr. a:4 Mrs Zeliff

against their equity in the corporation h ye'take 
ethe form of

checks written on the Inn's bank acbun Its • • • . Th# treasurer of

the Committee, John C. Naramore, has taed in 1n affidavit that

O[aill loans made to the campaign were drdwn on 
Mr. Zeliff's

personal checking accounts." Thus, it appears that Mr. Zeliff

obtained the loans from the corporation by means 
of corporate checks

which were deposited into his own account and 
that he then wrote

personal checks to the Committee.

2 U.S.C. S 432(e)(2) states generally that a candidate 
is an

agent of his or her committee for purposes of receiving any loan.

However, as is stated above, 2 U.S.C. S 441b prohibits candidates
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and officers or directors of corporations respectively from

receiving or approving contributions made by corporations 
in

connection with federal elections.

In the present matter Hr. zeliff was personally and 
directly

involved in the transactions at issue in that his 
own corporation

was the source of the funds used by his to make loans 
to his

committee and those funds apparently passed through 
his own bank

account. As a principal of the corporation Mr. Zeliff at the 
least

shared responsibility for the corporation's making 
of the loans to

be used by the Committee, and as the candidate and 
initial lendee of

the monies at issue he received and passed on corporate 
monies.

Therefore, this Office recommends that the Commission find 
reason to

C4 believe that William H. Zeliff, Jr., violated 
2 U.S.C. I 441b.

'I0 LcmminWICaS

1. Find reason to believe that Willia H. Zeliff, Jr.,

violated 2 U.S.C. 5 441bp.

2. Approve the attached Factuai and Legal Aralviis.

3. Approve the appropriate letter.

Lawrence M. Noble
General, Counsel

L4 WLernerDate? I Lo °TG.-Lerner

Associate General Counsel

Attachment
Factual and Legal Analysis

Staff Assigned: Anne A. Weissenborn



FEDERAL ELECTION COMMISSION
WASI4NCTON 0 C ,Osb

MmW~OMUH

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/BONNIE J: FAISO)IPt
COMMISSION SECRETARY

SEPTEMBER 13, 1991

MUR 3191 - GENERAL COUNSEL'S REPORT
DATED SEPTEMBER 10, 1991.

The above-captioned document was circulated to the

Commission on wEnmsn ¥. SEPMER 11, 1991 at 4:00 P.m

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

as indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Comissioner Thomas

xxx

xxx

This matter will be placed on the meeting agenda

for THURSDAY, SEPTEMBER 26, 1991

Please notify us who will represent your Division before the

Commission on this matter.



&RI0RR TH3 FEDERAL ELECTION CONNISSION

In the Matter of )
)

William a. leliff, Jr.; )
Friends of Bill Zeliff Conittee; )
John C. Naramore, as treasurer; )
Christmas Farm Inn, Inc. )

NUn 3191

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

September 26, 1991, do hereby certify that the Commission

decided by a vote of 5-1 to take the following actions in

NR 3191:

1. Find reason to believe that William a.
Ueliff, Jr. violated 2 U.S.C. S 441b.

2. Approve the Factual and Legal Analysts
attached to the General Counselts report
dated September 10, 1991.

3. Approve the appropriate letter as
recommended in the General Counsel's
report dated September 10, 1991.

Commissioners Aikens, Josefiak, McDonald, NcGarry, and

Thomas voted affirmatively for the decision; Commissioner

Elliott dissented.

Attest:

rixe w. mmons
of the Comission

atD I-e "



FEDERAL ELECTION COMMISSION
WASH1PION, DC 20*3

October 7, 1991

Jon Witold baran, 2squire
Wiley, Rein & Fielding
1776 K Street, x.w.
Washington, D.C. 20006

RE: RUR 3191,
Friends of Bill zeliff Committee
John L. Naramore, as treasurer
Congressman William H. Zeliff, Jr.
Christmas Farm Inn, Inc.

Dear Mr. Baran:

On December 5, 1990, the Federal Election Commission notifiedYour clients of a complaint alleging violations of certain sectionsof the Federal Election Campaign Act of 1971, as amended (OtheAct*). A copy of the complaint was forwarded to your clients at
that time.

Upon review of the allegations contained in the complaint, andInformation supplied on behalf of your clients, the Commission, onAugust 13, 1991, mode certain determinations about which you werenotified on August 21, 1991. More recently, on September 26, 1991the Commission found reason to believe that William a. Zeliff, Jr.,violated 2 U.S.C. S 441b, a provision of the Act. The Factual andLegal 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 noaction should be taken against Mr. Zeliff. You may submit anyfactual or legal materials that you believe are relevant to theCommissionos consideration of this matter. Please submit suchmaterials to the General Counsel's Office within 15 days of receiptof this letter. Where appropriate, statements should be submittedunder oath. It is understood that this response will be inconjunction with your response on behalf of all respondents toCommission determinations in this matter.

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

If you are interested in pursuing pre-probable causeconciliation, you should so request in writing. See 11 C.F.R.I 111.18(d). Upon receipt of the request, the OfTce of theGeneral Counsel will make recommendations to the Commission either



Jan Witold Baran, Rsquire
page 2

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 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. SS 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.

If you have any questions, please contact Anne A. Welssenborn,
the attorney assigned to this matter, at j 2) 219-3400.

Enclosure g as
Factual Legal Anlalysis
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WACL AND LBO l AALYSI8

RB8POqDuMu: William S. Zeliff, Jr. MM 3191

t. Ormo, F MMn
This matter was initiated by the filing of a complaint by

Joseph F. Reefe on behalf of the Keefe for Congress 1990

Commi ttee.

II. AM h L&G. ANiLYSIS

Candidates for the office of U.S. Representative may make

unlimited campaign expenditures from personal funds. 11 C.F.R.

5 110.10(a). Personal funds are defined as "[any assets which,

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

candidate the candidate had legal right of access to or control

over, and with respect to which the candidate had either: (i)

legal and rightful title, or (ii) an equitable interest.'

2 U.S.C. 5 441b(a) prohibits any candidate, political
committee, or other person from knowingly accepting or receiving

any contribution from a corporation, national bank or labor
organization in connection with a federal election. This
provision also prohibits any officer or director of a corporation
from consenting to the making of a corporate contribution.

2 U.s.C. 5 441b(b)(2) defines *contribution" to include any loan
made to a candidate, campaign comittee or political party or

organization.

In 1979 the Commission issued a "Notice to All Candidates and
Committees" in which it addressed the issue of the use of
corporate accounts by corporate personnel to make contributions.
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In this Notice the Commission distinguished among repayable

drawing accounts, non-repayable drawing accounts, and expense

accounts. *Contributions made from repayable drawing accounts

that the employee is responsible to repay will be considered

corporate contributions for the outstanding period of the draw,

however, contributions made from non-repayable drawing accounts

established to permit personal draws against salary, profits, or

commissions will be considered personal contributions.

Contributions written against standard expense accounts are

prohibited as corporate contributions." CCH, Federal Election

Campaign Financing Guide, S 9054.

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 individual.

26 U.S.C 5 1366(c) and (d). See Byrne v. C.I.R., 361 F.2d 939

(7th Cir., 1966). The corporation's profits remain the property

of the corporation until a majority of the shareholders declare a



dividend or distribution. U.S. v. Falcone, No. 89-5718 (11th

Cir., July 11, 1992)(N3STLAw 110210), quoting 1 ONeal &

R. Thompson, Close Corporations (3rd ed 1986) S 2.06 at 34,

("shareholder is taxed on his proportionate part of corporate

income, even though income is not actually distributed to him,'

because 'declaration of dividends is entirely within the

discretion of the corporation's board of directors,").

William R. Zeliff, Jr., made $216,000 in loans to the Friends

of Bill Zeliff Committee ('the Committee'), of which $209,000 came

from draws against his personal equity in Christmas Farm Inn, Inc.

These draws were apparently recorded by the corporation as loans

to mr. Zeliff, not as drawdowns of his equity interest. Because

Mr. Zeliff took the $209,000 from his corporation as loans, such

transactions had the effect of loans from a repayable drawing

account and thus must be considered to have been made with

corporate funds.

Counsel has asserted that because Christmas Farm Inn, Inc.,

has elected to be taxed as a Subchapter S Corporation, the loans

to the Committee should be treated as having come from Mr.

Zeliff's personal funds. However, even if Christmas Farm Inn,

Inc., is treated as a Subchapter S Corporation for tax purposes,

it remains a corporation for purposes of the Federal Election

Campaign Act. A Subchapter S Corporation retains as its own any

income taxed to individual shareholders until such time as a

distribution or dividend is declared.

According to counsel, draws taken by Mr. and Mrs. Zeliff

against their equity in the corporation have taken 'the form of



checks written on the Inn's bank accounts .... The treasurer

of the Coumittee, John C. Waramore, has stated in an affidavit

that (tajll loans made to the campaign were drawn on Mr. Z3l1ff,.

personal chocking accounts.* Thus, it appears that Mr. Zeliff

obtained the loans from the corporation by means of corporate

checks which were deposited into his own account and that he then

wrote personal checks to the Committee.

2 U.S.C. 5 432(e)(2) states generally that a candidate is an

agent of his or her committee for purposes of receiving any loan.

* However, as is stated above, 2 U.S.C. S 441b prohibits candidates

and officers or directors of corporations respectively from

* receiving or approving contributions made by corporations in

connection with federal elections.

In the present matter Mr. Zeliff was personally and directly

involved in the transactions at issue in that his own corporation

was the source of the funds used by him to make loans to his

comittee and those funds apparently passed through his own bank

account. As a principal of the corporation Mr. Zeliff at the

least shared responsibility for the corporation's making of the

loans to be used by the Committee, and as the candidate and

initial lendee of the monies at issue he received and passed on

to his committee corporate monies. Therefore, there is reason to

believe that William H. Zeliff, Jr., violated 2 U.S.C. S 441b.
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JAh WITOLO SARAN October 9, 1991 (208) 4800*
(1o) 429-7330 TULEX a4034 wvw up

Lawrence M. Noble, Esq. q
General Counsel 4_
Federal Election Commission - ;m
999 E Street, N.W. -
Washington, D.C. 20463

ATTN: Anne Weissenborn,, Ieg.

Re: NUR 3191, Friends of Bill zeliff Comittee,
John Narramore, as treasurer; Congrmean
William H. Zeliff. Jr.: r2ra. Fa= Im. Inc.

Dear Mr. Noble:

This office is in receipt of your letter of Octber 7,
1991, regarding the above-captinomd Matter. Due to mr.
Baran's absence from the c Aoutr, vs repectly request an
extension of 20 days to and includin 1Noveaber 13, 1991, in
which to respond.

Thank you for your attention to this request.

Sincerely,

ap ~'old Baran
By: Mrs. Robin Barbee

Secretary to Mr. Baran



FEDE ELECTION COMMISSION

October 18, 1991

Jan Witold Saran, isquire
Wiley, Rein a Fielding
1776 a Street, 1.W,
Washington, D.C. 20006 I

13: Friends of ill Zliff Committee
John Narramore, as treasurerWilliam R. Zeliff, Jr.Christmas Farm inn, Inc-

Dear Mr. Saran:

This is in response to your letter dated October 9, 1991,which we received on October 16, 1991, requesting an extension of20 days to and including November 13 in which to respond to theCommassionos notifications of reason to believe determinations inthe above-cited matter. After considering the circumstancespresented in your letter, I have granted the requested extension.Accordingly, our response is due by the close of business ongovober13, 1,991 .

If you have any questions, please contact Anne AtWelssenborn, the attorney assigned to this matter, at (202)
21S-3400.

Sincerely,

Lawrence R. Noble
General Counsel

INV,

BY: L rner
Associate General Counsel
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Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W. op

* Washington, D.C. 20463

Attn: Anne A. Weissenborn, Esq.

Re: MUR 3191

NO Dear Mr. Noble:

CN Enclosed please find answers and documents of the Friends aftC"

Bill Zeliff Committee, John C. Naramore, as Treasurer, and

Christmas Farm Inn, Inc. in respons to Interrogatoes and a

1Request for Documents served by the Federal Election commission

("Commission" or "FEC") in the above-referenced Ratter.

* I am in receipt of the Co ission's letters of August 21,

1991 and October 7, 1991 and the attached Federal Election

Commission Factual And Legal Analyses (OAnalysesm) regarding this

• Matter.1' The Commission found reason to believe that the

Friends of Bill Zeliff Committee ('Comittee"), John C. Naramore,

as Treasurer, Christmas Farm Inn, Inc. ("the Inn"), and

The Commission's letter of August 21, 1991 stated
findings as to the Friends of Bill Zeliff Committee, John C.
Naramore, as Treasurer, and Christmas Farm Inn, Inc. The
Commission's letter of October 7, 1991 stated findings as to

• Congressman William H. Zeliff, Jr. Each letter was accompanied
by a Federal Election Commission Factual And Legal Analysis as a
basis for the stated findings.



Congressman William H. Zeliff, Jr. violated 2 U.S.C. S 441b

because a) the Inn is a corporation and b) loans repayable to

crp orations are Mr IM corporate contributions.3

However, the Analyses do not appear to have considered the

nature of Congressman Zeliff's equitable interest in the Inn.

Absent from the Analyses is any attention to the fact that, in

Jji instan, the funds and other assets used by Congressman

Zeliff were his personal funds as defined by the Commission's own

regulations. Accordingly, I am submitting this letter and

supplemental information for the Office of General Counsel's

review. In light of this information, I request that the Office

of General Counsel recommend that the Commission find no probable

cause to believe that respondents violated the Federal Election

Campaign Act of 1971, as amended ("the Act").

COEUSSXAM 3Mm '5 EMAN WI= MS amN AXE I 1U

Congressman Zeliff's use of funds derived from the Inn, of

which he was one-half owner and President, was consistent with

the plain language of the personal funds definition in 11 C.F.R.

S 110.10(b)(1). The Commission has defined personal funds as

follows:

Any assets which, under applicable state law,
at the time he or she became a candidate, the
candidate had legal right of access to or
control over, and with respect to which the
candidate had either: (i) legal and rightful
title, or (ii) an equitable interest.

See August 21, 1991 Federal Election Commission Factual
And Legal Analysis ("Factual And Legal Analysis" or "Analysis")
at p. 6 & 11-13.



Lawrence M. Noble, Esq.
November 13, 1991
Page 3

The Factual And Legal Analyses correctly note that although

an individual pays taxes on a Subchapter S corporation's income,

*[t]he corporation's profits remain the property of the

corporation until a majority of the shareholders declare a

dividend or distribution."- This conclusion pertains solely to

legal title. While j.12" title may vest in the corporation, the

Analyses ignore Congressman Zeliff's euitable interest in

one-half of the Inn's assets. Section 110.10(b)(1) of the

Commission's regulations specifies that personal funds are any

assets to which the candidate has legal title g an equitable

interest.

The Analyses similarly omit any discussion of Congressman

Zeliff's undisputed control over and access to the assets of the

Inn. Congressman Zeliff and his wife were the only two owners

and operators of the Inn.V Congressman Zeliff, as President of

the Inn, had "legal right of access to" and had discretionary

"control over" the assets of the Inn.V At his discretion,

Congressman Zeliff had the power to withdraw monies from the

August 21, 1991 Factual And Legal Analysis at
pp. 8 & 13; October 7, 1991 Factual and Legal Analysis at pp. 2-
3.

- _ Attachment A, Corporate Filings with State of New
Hampshire indicating William H. Zeliff, Jr. and Sydna T. Zeliff
as the only two officers and directors of the Inn.

/ See Attachment B, Affidavit of Kenneth Kaslow at 1 3,
hereinafter cited "Kaslow Aff. at ".



W I I

Lawrence K. Nobles Esq.
November 13, 1991
Page 4

Inn's bank accounts, sell 
assets, forgive loans and 

declare

dividends." Because he could exercise 
these powers exclusively,

there was no attendant risk 
of undue influence upon him 

by a

third party, not even by his 
wife, Sydna Zeliff. Yet the

Analyses do not recognize 
Congressman Zeliff's exclusive 

access

to and control over assets 
of the Inn in which he owned 

an

equitable interest. § 11 C.F.R. S 110.10(b)(1)(ii).

Moreover, the General Counsel's 
treatment of the Inn under

C2 U.S.C. S 441b simply ignores 
the financial reality of

4Congressman 
Zeliff's ownership 

and authority over 
the Inn's

%0) assets. In reality and in theory, 
Congressman Zeliff 

had an

absolute right of access 
to and control over the 

assets of the

Inn. In reality and in theory, 
Congressman Zeliff had 

an

equitable interest in fifty 
percent of all assets of 

the Inn.

And in reality and theory, 
Congressman zeliff drew 

upon far less

than his fifty percent equitable 
interest for campaign purposes.

Therefore, Congressman Zeliff's 
use of assets from the Inn 

fits

squarely into the parameters 
of 11 C.F.R. S 110.10(b)(1).

The Analyses focus instead 
on Congressman Zeliff's 

choice to

*r repay some drawn amounts from 
his equity and analogizes 

such

repayments to the situations 
addressed in a 1979 "Notice 

to All

Candidates and Committees" 
and MUR 2522. However, both of the

Kaslow Aff. at 3.

0-



Lawrence M. Noble, Esq.
November 13, 1991
Page 5

cited authorities involved loan repayments to third-party

corporations -- not the candidate's own equity in his own

incorporated business. By contrast to the situation treated in

MUR 2522, Congressman Zeliff's loans from the Inn were not, and

are not, owed to any third-party corporation or outside group of

individuals. Instead, Congressman Zeliff effectively owes

himself this money and, given his authority at the Inn, he could

forgive the loan and declare it a dividend should he choose to do

so. In short, unlike the situations contemplated in MUR 2522 and

the 1979 Notice, Congressman Zeliff is beholden to no one but

This conclusion is consistent with the Inn's treatment of

accounts receivable as assets of the Inn. The August 21, 1991

Analysis correctly notes that the Inn's *balance sheet for the

relevant year showed an asset in the amount of the funds

transferred by the candidate, apparently as a loan receivable.2

If 11 C.F.R. S 110.10(b)(1) means what it expressly states

-- that personal funds are "any assets" controlled and equitably

owned by the candidate -- then the loan receivables were

similarly assets of Congressman Zeliff. He indeed had

discretionary right of control over and equity interest in fifty

percent of the Inn's assets, including its loan receivables

7,1 August 21, 1991 Factual And Legal Analysis at p. 12.



Lawrence M. Noble, Esq.
Noveber 13, 1991
Page 6

(i.e., Congressman Zeliff had an equitable interest in his own

*receivables").

Far from any intention to subvert the integrity of the

political process, Congressman Zeliff's choice to repay drawn

amounts merely reflects his effort not to diminish his own estate

which consists primarily of the Inn. The Inn's property was

originally the Zeliffs' personal property and was transferred to

the Inn upon its incorporation in 1977.-W Congressman and Mrs.

Zeliff have spent the last sixteen years of their lives

developing, operating and nurturing the Inn. Over their many

years of ownership, the Zeliffs have treated the Inn's assets as

their own personal assets. Congressman Zeliff did so again in

1989 and 1990 when he ran for Congress.

SUPPLIES AND AQKMPUE OP 2W INN
AREL "D AND, IN ANY EVETN, 133

RZEJIUMtD WITIN A 0fhNCIALLY RABauLU VT=

The Commission has also found reason to believe that the

Friends of Bill Zeliff and John C. Naramore, as Treasurer,

violated 2 U.S.C. S 441b by reimbursing the Inn for services and

supplies provided from May of 1990 to December of 1990

approximately three to six months after the services were

& Se Kaslow Aff. at 2.

..... ml m I . u
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Lawrence M. Noble, Esq.
November 13, 1991
Page 7

invoiced.' As half-owner and operator of the Inn, Congressmn

Zeliff equitably owned half of all of the Innos supplies,

equipment and vehicles used for campaign purposes and had

discretionary authority over their use. The August 21, 1991

Analysis recognizes this fact stating that "[g]iven his ownerehi

of the Droperty, it is certain that the candidate was one of

those involved in the use of the Inn's facilities."W As

equitably owned assets over which Congressman Zeliff exercised

V From May of 1990 to December of 1990, the Inn sent the
Committee invoices for services, supplies and equipment as
follows:

Amount

5/31/90
6/30/90
7/31/90
8/31/90
9/28/90
10/31/90
11/10/90
12/19/90
12/17/90
1/28/91
3/6/91

$1,957.93
2,621.26
2,895.57
1,563.68
2,687.54
3,058.71
1,601.21

1,957.14

Eaymats

<$5,000.00>

<9,784.69>
<3,558.35>

$1,957.93
4,579.19
7,474.76
9,038.44

11,725.98
14,784.69
16,385.90
11,385.90
13,343.04
3,558.35

S-o

The December 19, 1990 payment of $5,000 satisfied the Nay, June
and part of the July invoices; thus, the Inn paid those invoices
within six, five and four months respectively. The January 28,
1991 payment of $9,784.69 satisfied invoices for the remaining
part of July, August, September and October; thus, the Inn paid
those invoices within six, five, four and three months
respectively. The March 6, 1991 payment of $3,558.35 satisfied
the November and December invoices; thus the Inn paid those
invoices within four and three months respectively.

10' August 21, 1991 Factual And Legal Analysis at p. 22
(emphasis added).



Lawrence M. Noble, Esq.
*November 13, 1991

Page 8

control, the use of these supplies, vehicles and equipment falls

* within the provisions of 11 C.F.R. S 11O.lO(b)(1). The

Committee, therefore, was not even required to reimburse the Inn

for the use of Congressman Zeliff's assets.

*) Nevertheless, Congressman Zeliff chose to have the Committee

reimburse the Inn for his own sound business reasons, leading the

Commission to find reason to believe that such reimbursements

* were not made within a commercially reasonable time. As outlined

above, the Inn paid all invoices at issue within approximately

three to six months. The August 21, 1991 Factual And Legal

Analysis provides no definition of what period of time

'10 constitutes a "commercially reasonable time," and the

Commission's treatment of three to six months as unreasonable

thus appears arbitrarily determined.

According to the Inn's bookkeeper, Kenneth Kaslow, "(tjhe

Inn has in the past received credit extensions of three months

*) from its vendors."U' Thus, the timing of the Committee's

payment is consistent with the Inn's ordinary course business

practices with other businesses. Indeed, the Commission has even

* countenanced extensions of credit of twelve months for a campaign

committee's payment for services where that period of time was

U See Kaslow Aff. at 1 5.



Lawrence N. Noble, Esq.
10 November 13, 1991

Page 9

consistent with the vendor's regular business dealings.W In

*O short, relative to the Inn's everyday business practices and

Commission precedent, the Committee paid its invoices within a

reasonable time by making all payments within a period of three

* to six months.

tr10MBSON

* In conclusion, in 1977 the Zeliffs transferred the assets of

their proprietorship to the Inn as a newly incorporated entity,
c(N
CN and since that date they have been the sole owners,, the sole

*O operators, and the sole directors. Over the years they

%0frequently drew money on an as-needed basis from the Inn*s bank

account for a variety of personal uses.W Congressman eliff

continued this practice in his campaign for Congress in 199 and

1990. Congressman Zeliff's use of assets which he owned and over

which he had discretionary control meets the express requirements

*) of personal funds as defined in 11 C.F.R. S 110.10(b)(1).

The Commission's recognition here of Congressman Zeliffos

unique circumstances does not portend a slippery slope in the

S MUR 3070, First General Counsel's Report at p. 5
(Commission finding no reason to believe where committee did not
pay invoice over twelve months after services were rendered and
invoiced).0

5M March 15, 1991 Affidavit of Kenneth Kaslow at 10,
Attachment 2 to Respondents' March 19, 1991 Response.
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Lawrence M. Noble, Esq.
* November 13, 1991

Page 10

enforcement of 2 U.S.C. S 441b, for this is not to say that &U

*) Subchapter S corporations are exempt from 2 U.S.C. S 441b. In

the limited circumstances presented here, Congressman Zeliff's

use of his own assets should be treated as personal funds

* permitted under 11 C.F.R. S 110.10(b)(1) and not subject to

2 U.S.C. S 441b's prohibition. As a practical matter and because

he had sole, discretionary access to and control over fifty-

percent equity in all assets of the Inn as required by 11 C.F.R.

S 110.10(b)(1), Congressman Zeliff complied with both the letter

and intent of the Act and Commission regulations.

Congress Zeliff's use of supplies and equipment at the Inn

also complied with 11 C.F.R. S 110.10(b)(1) and should not be

considered a violation of 2 U.S.C. S 441b. In any event, the

Committee reimbursed the Inn for all services used within three

to six months of being invoiced and this timing is consistent

with other business practices of the Inn and commercially

*) reasonable under the circumstances. Accordingly, the Office of

General Counsel should recommend that the Commission find no

probable cause to believe that respondents violated the Act.

Sincerely,

Jan Witold Baran
Trevor Potter* Lee E. Goodman

Counsel for the Friends of Bill
Zeliff Committee, The Hon. Bill
Zeliff and Christmas Farm Inn, Inc.
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B3OR THE FEDERAL ELECTION coMISSION

* COUNTY OF CARROLL )
) NUR 3191

STATE OF NEW HAMPSHIRE )

O FPDmaWT OF -I I ABLOW

KENNETH KASLOW, first being duly sworn, deposes and says:

1. I am employed as the bookkeeper of Christmas Farm Inn,

O Inc. (*the Inn"), and have performed this service for the Inn

since June 1, 1985. In my capacity as the bookkeeper, I am

responsible for maintaining the financial records of the

* business, issuing invoices from the Inn for services and

CV equipment it supplies, and for handling accounts receivable. I

am familiar with the financial affairs of the Inn and its two

owners, William H. Zeliff, Jr., and Sydna T. Zeliff. I

N) previously swore to and signed an Affidavit in connection with

"M Matter Under Review 3191 on March 15, 1991.

Sq, 2. The Inn was incorporated as a Subchapter S corporation
C

in 1977. At that time, William and Sydna Zeliff transferred

their personal property used in connection with their former

O unincorporated business (known as Christmas Farm Inn) to the Inn.

That personal property consisted of the Inn itself, all

furnishings and equipment.

3. From January of 1989 through the 1990 election, William

and Sydna Zeliff were the only two owners, directors and officers

of the Inn. William H. Zeliff, Jr. served as President of the

Inn and Sydna T. Zeliff served as Treasurer of the Inn. William

Zeliff, as President, exercised discretionary authority to order

any payments or loans made by the Inn.



4. From May of 1990 to December of 1990, the Inn sent the
Friends of Bill Zeliff Coamittee invoims totallinq $18,343.04
for the use of supplies, equipment and vehicles. The Committee
paid these invoices by paymnt of $5,000 on December 19, 1990,
$9,784.69 On January 28, 1991, and $3,558.35 on March 6, 1991.

At no tine did an invoice from the Inn remain unpaid for more

than six and one-half months, and several of the Inn's invoices

were paid within three months.

5. The Inn has in the past received credit extensions of

three months from its vendors.

04 Signed and sworn to before me
Cthis j_ day of November, 1991.

MY C1omission Expires:

- 2 -
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01OD1' R--SP=8 TO IWTURROG&TORIES AND
PW FOR DOCMNTS POPOMNDED

IN LW??U OF AUGUST 21, 1991

.* Please account for the apparent discrepancy between the
figures of $32,403.76 cited In your response to the complaint as
the amount billed the Friends of Bill Zel1ff Committee (Othe
Comittee") by Christmas Farm Inn, Inc., during the 1989-90camaign and the maximum total of $18,343 reported by the
Comuittee as owed that corporation.

N UM: The $18,343 figure represents the total amount of

services billed to the Committee from May 1. 1990 to December 31.

1990. The $32,483.76 figure represented in the March 15, 1991

Affidavit of Kenneth Kaslow covers services billed to the

Committee "fr4om Aust 1. 1989 to December 17. 1990." f

Affidavit of Kenneth Kaslow at p. 3.

2. Please identify all Individuals who used the facilities of
Christmas Far Inn, Zc., on behalf of the Zellff campaign in
1989,-90, rtating whether each was an employee or volunteer with
the Committee or n employee of the corporation, and describe the
nature of the activities undertaken by each.

ANUE: Christmas Farm Inn, Inc. (Othe Inn"), which is owned

and operated by William H. Zeliff, Jr. and Sydna T. Zeliff,

provided various supplies, services, and use of vehicles in

connection with Congressman Zeliff's campaign in 1989 and 1990.

The Inn invoiced the Friends of Bill Zeliff Committee in the

ordinary course of business for the fair market value of all

services and supplies and has been paid in full for all amounts

invoiced. Congressman Zeliff, Mrs. Zeliff and their son, Mike

Zeliff, made use of some services and supplies of the Inn.



Several volunteers and staff of the Friends of Bill Zeliff also
used services, supplies and vehicles of the Inn.

Please provide all documnts relevant to the $209, 000 In drawstaken by William N. s.iff, Jr., on equity in Christma Parm Inn,Inc., and then loaned to the committee, includin any writtenSagz ment(s) entered into by the corration and Hr. el1ff andledgers on which such draws wer entered.

ARM=: Attached hereto are the Inn's internal ledgers
reflecting draws from the Inn's accounts by Congressman Zeliff
for the 1989 and 1990 fiscal years. As the bookkeeper for the

Inn, I recorded and retained these business records. These
records were kept in the ordinary course of business and are true

*0 and correct copies of the actual ledgers in my custody at the
'0 Inn.

The above is true to the best of my knowledge and belief.

C1

Kenneth KaslowLn BookkeperChristmas Farm Inn, Inc.

0
Subscribed and svorn to before me on this ife day of November,
1991.

P ubo lic
My Commission expires on:
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FEDERAL ELECTION COMMISSION
WASHW NToN 0 C 20*3

July 15, 1992
Jan Witold Saran, esquire
Lee 3. Goodman, Rsquire
Wiley, Rein 4 Fielding
1776 1 Street, MW
Washington, DC 20006

RE: MUR 3191
Friends of Bill Zeliff
John Naramore, as treasurer
William H. Zeliff, Jr.
Christmas Farm Inn, Inc.

Dear Hr. Baran and Hr. Goodman:

During the course of our review of the responses and
documents which you have provided on behalf of your clients in theabove-cited matter, the need for certain additional information
has become apparent. Once that information is in hand we arehopeful that we will be able to move on to the next stage of the
enforcement process in short order.

First, there appears to be a discrepancy between the total
reimbursements paid by the Friends of Bill Zeliff (*the
Committee') to Christmas Farm Inn and the amounts reported by the
Committee to the Commission in 1989, 1990 and 1991. In the
response to the complaint and in the response to interrogatories
signed by Kenneth Kaslow, the figure of $32,483.76 is given
as the total of services billed to the Committee by Christmas FarmInn between August 1, 1989, and December 17, 1990. However, this
Office been able to locate only $28,341.57 in reimbursements in
the Committee's reports during that period; these include
$2,610.65 on August 5, 1989, three payments on December 20, 1989
(see below), $5,000 on December 19, 1990, $9,784.69 on January 28,1991, and $3,558.35 on March 6, 1991. Please account for the
difference in figures.

Secondly, the Committee's reports show a total of $9,998.53
in reimbursements to the Inn in 1989, one on August 5 for
$2,610.65 ("payroll"), and four on December 20 in the amounts of
$737.09 ("telephone reimbursement"), $4,333.30 ("salary
reimbursement"), $1,828.04 ("travel reimbursement"), and $489.45
("event reimbursement"). Please provide the following details and
documents with regard to these reimbursements:



Jan Witold Baran, Esquire
Lee Z. Goodman, Esquire
page 2

a. The dates of the original services provided;

b. The identities and/or positions of the persons
or entities who provided the goods or services
for which reimbursement was being paid;

c. Copies of all invoices and/or receipts related to
these reimbursements.

Please provide the above requested information within fifteen
days of your receipt of this request.

Thank you for yours and your clients' cooperation.

Sincerely,

Anne A. Weissenborn
Senior Attorney
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(202) 828-4960

Lawrence N. Noble, Esq. BYMHND
General Counsel
Federal Election Commission
999 Z Street, N.W.
Washington, D.C. 20463

Attn: Anne A. Weisseborn, aq.-

Re: f- 3.

Dear Mr. Noble:

This letter is in response to Anne Weissenborn's July 15, ) -n

1992 letter requesting additional information regarding the

Friends of Bill Zeliff oittee's (Ohe Committee) payments for

services in 1989.

As previously explained in the Comittees W9oMInbe 13, 1991

letter to the commission, CongressMan Zeliff equitably owns one-

half of the Inn and its assets and exercises undisputed,

discretionary control over use of the Inn's assets.9 Therefore,

the Inn's assets constitute Congressman Zeliff's personal funds

under the express provisions of 11 C.F.R. S 110.10(b)(1).&

11 IM November 13, 1991 Letter from Jan Witold Baran
to Lawrence N. Noble at 6-8.

i The General Counsel cites MUR 2522 as support for
its position that Inn assets were not personal funds.
However, the General Counsel's Brief in MUR 2522 did not
address the Commission's personal funds definition in making
recommendations, the Respondent did not rely on the

(continued...)



lawrence x. noble, zsq.
August 31, 1992
Page 2

Because the Committee vas under no obligation to repay

Congressuan Zeliff for the use of his equitably owned assets,,

detailing each individual invoice and payment is unnecessary to a

resolution of this Matter. Further, the General Counsel's August

21, 1991 Factual And Legal Analyses did not address 1989 invoices

and payments, thus they were not the subject of the Commission's

reason to believe finding.y Nevertheless, in an effort to

resolve this matter as promptly as possible, the requested

information is provided below.

In 1989 and 1990, the Inn invoiced the Committee a total of

$35,094.40 for the use of supplies, vehicles and services. The

Committee's responses to the Commission's interrogatories stated

that the Comittee was billed $32,483.76 from AuGust 1. 1989 to

_n&----r 17, 1990. The Committee was also billed $2,610.64 on

JUly 28. 1989, and the Committee's August 5, 1989 paymnt of that

invoice was reported on Schedule B of the 1989 Year End Report.

As previously represented to the Commission, the Committee paid

all invoices in full. The Committee's ordinary course payment

history is outlined below:

(... continued)
definition, and the Commission apparently did not consider it
in making findings. Therefore, MUR 2522 has no precedential
value in this Matter.

S ee August 21, 1991 Factual And Legal Analysis for
Respondent Christmas Farm Inn at 23; August 21, 1991 Factual
And Legal Analysis for Respondent Friends of Bill Zeliff
Committee at 14.
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8/5/89 $2,610.64
12/20/89 7,387.88
4/29/90 6,752.84Y
12/19/90 5,000.00
1/28/91 9,784.69
3/6/91 3,558.35

Total Payments - $35,094.40

The Commission has also requested information regarding

invoices the Committee paid on December 5, 1989 and December 20,

1989. Each of those payments is explained below.

S A uaust 5. 1989 PayMent Of S2.i10Q64

On August 5, 1989, the Committee paid in full a July 31,

1989 invoice for services, supplies, food and beverages supplied

3 by the Inn in June and July 1989. (USn July 31, 1989 Invoice

attached hereto as Attachment A). The Committee thus paid for

the services rendered in June and July 1989 approximately eight

days after being invoiced. Consistent with the precedent

established by the Commission in NUR 3070, a Committee's payment

made eight days after being invoiced is commercially reasonable.

The Committee's report denoted the August 5, 1989 payment as

"payroll" which included payment of one-half of Judy Galluzzo's

salary for secretarial services she provided the Committee. fil

Attachment A.

, Congressman Zeliff personally reimbursed the Inn
$6,752.84 by personal check on April 29, 1990. The Comittee
is in the process of amending its reports to reflect this
payment.
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ecmber 20. 1989 Pament Of 0737.09

On December 20, 1989, the Committee paid invoices for

telephone usage by campaign volunteers and campaign staff. The

payment of $737.09 paid in full telephone charges from the

following invoices:

Time From Receipt Of
Invoic DAte Am Invoice To Payment

8/31/89 $100.00 4 months
9/29/89 143.77 3 months
10/27/89 126.05 2 months
11/24/89 164.25 1 month
12/19/89 203.02 1 day

Total $737.09

(Set August 31, 1989 Invoice; September 29, 1989 Invoice;

October 27, 1989 Invoice; November 24, 1989 Invoice; and

Decmber 19, 1989 Invoice, collectively attached hereto as

Attachment B).

The Committee paid the Inn for telephone usage in a

commercially reasonable time and the Committee reported its

paymt of all telephone charges as one entry denoted "telephone

reimbursement" on its 1989 Year End Report.

December 20. 1989 Payment Of $4.333.30

On December 20, 1989, the Committee paid the Inn pro-rated

salaries of two Inn employees, Judy Galluzzo and Lois Nelson, who

performed secretarial services for both the Inn and the
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ComMittee. The Committee paid in full the pro-rated salaries as

follows:

ITnvoice Date

8/31/89
9/29/89
10/27/89
11/24/89
12/19/89

Total

(fM Attachment B). The

payments together on its

secretarial services was

precedent established in

3435.

Time From Receipt Of
Amunt Invoice To Payment

$ 957.50 4 months
191.50 3 months

1,378.80 2 months
957.50 1 month
848.00 1 day

$4,333.30

Committee reported all pro-rated salary

1989 Year Znd Report. This treatment of

consistent with the Commission's

EUR 1741 and reaffirmed recently in MM

022mbar 20. 1989 Payment Of S1.828.04

On December 20, 1989, the Committee paid the Inn in full for

the campaign volunteers' and staff's use of the Inn's van. The

payment of $1,828.04 satisfied the following invoices in a

commercially reasonable time:

Invoice Qate

8/31/89
9/29/89
10/27/89
11/24/89
12/19/89

Total

Amount

$500.00
279.00
535.68
412.92
100.44

$1,828.04

Time From Receipt Of
Invoice To Payment

4 months
3 months
2 months
1 month
1 day
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(lm Attachment B). The Committee reported its payment for van

usage as one entry denoted "travel reimbursement" on its 1989

Year End Report.

December 20. 1989 Payment Of $489.45

On December 20, 1989, the Committee paid the Inn in full for

food and beverages the Inn provided a campaign dinner held on

November 1, 1989. The Inn invoiced the Committee for the

November 1 event on its November invoice dated November 24, 1989.

(She November 24, 1989 Invoice, Attachment B). The Committee

paid the invoice on December 20, 1989, twenty-six (26) days after

receipt of the invoice, and reported the payment on its 1989 Year

End Report.

I trust that this letter sufficiently provides the requested

information. Should you have any further questions, please

contact me.

Sincerely,

J Witold Baran
Lee E. Goodman

Attachments
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FEDERAL ELECTION COMMISSION
WASHINCTON, DC 20461

January 28, 1993

Jan Witold Saran, equire
Lee R. coodan, Esquire
Wiley, Rein & Fielding
1776 K Street, NW
Washington, DC 20006

RE: NUR 3191
Friends of sill Zeliff Committee
John C. Naramore, as treasurer
Christmas Farm Inn, Inc.

Dear Mr. Baran and Hr. Goodman:

This Office is in the process of reviewing all responses and
documents which you have provided on behalf of your clients in
jUE 3191.

During the course of this review it has become clear that,
with regard to the issue involving reimbursements made by the
Friends of ill Seliff Committee (the Committee') to the Christmas
Farm Inn for goods and services provided in 1989 and 1990, this
Office Is in need of the invoices submitted by the Inn to the
Committee in 1990 and 1991. These invoices will permit this Office
to apply meaningfully the provisions of 11 C.F.R. S 114.9 to all of
the expenditures made to the Inn by the Comittee in connection
with the 1990 campaign. We would also ask for larger and/or more
legible copies of the 1989 invoices which you supplied on August
31, 1992, if possible.

We also ask that you provide more details as to who exactly
was involved in the uses of the Inn's facilities and services for
which the Committee was charged in 1989 and 1990. For example, was
it the candidate/stockholder who made the trips using the Inn's
vehicles cited on the 1989 invoices, was it another employee, or
was it another person unconnected with the corporation. For whom
did Judy Galluzzo perform secretarial services, Mr. Zeliff or
volunteers or both? Who used the Watts line and transmitted
materials by fax machine?

The Inn's invoice for facilities and services provided inNovember, 1989, lists a dinner on November I for which $489.45 was
charged. Please state whether or not this dinner was held at the
Inn. If the answer is affirmative, please state whether or not it
would have been in the ordinary course of the Inn's business to be
the site of such a dinner and what the usual and normal charge
would have been.
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rinally, please explain the absence of any charges for space
rental on te oInn's invoices, particularly in light ofHs. Galluszots involvement in the campaign and, given the provision
of refreshments for volunteers, the apparent use by such persons of
space in the inn for their activities.

Please provide the requested information and documents within
fifteen days of your receipt of this letter.

Thank you again for yours and your clients' cooperation.

Sincerely,

Anne A. Weissenborn
Senior Attorney
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(202) 828-4960

Lawrence M. Noble, Esq. SAM
General Counsel W
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Attn: Anne A. Weissenborn, Esq. W

Re: MM 191

Dear Mr. Noble:

This letter is in respone to Anne Weisse nb ,s January 29,
1993 letter requesting additional information regardig the
provision of goods and servies by Cwistmas Farm Inn (Othe luan)
to the Friends of Bill Zeliff -- _ittee ("the ommittees) in 1989
and 1990 and the Coimitteets pa t for tbos *rViles. In
response to Ns. Weissenb 's request, e enlSose the leerst
copies we have of all invoices the Im submitt to the oi--tee-
in 1989 and 1990.1M The Committee paid all of these iMMoiea in
full.

In response to Ms. Weiseaborn's specific inquiries, we
submit the following responses based on information provide to
counsel by Mr. Ken Kaslow, the Inn's bookkeeper.

Congressman Zeliff, who equitably owns one-half of all
Inn assets and who exercises undisputed control over
all Inn assets, used the Inn's van for travel.
Although the Committee was under no obligation to repay
Congressman Zeliff for his use of his own assets,1 the

it The Committee did not utilize services or goods of
the Inn in 1991, and thus no invoices were submitted in 1991.

1 As noted previously in Respondents' August 31, 1992
letter to the Commission, the General Counsel's Brief in
MUR 2522 did not address the Commission's personal funds
definition in making recommendations, the respondent did not

(continued...)
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C iittee paid AAA rates for the use of the van.
omtimes a campaign volunteer would drive Congressman
Zeliff in his van.

JUdy Galluzzo performed secretarial services for
Congressman Zeliff, and the Committee paid the Inn pro-
rated salaries for her services, consistent with the
Commission's precedent established in NUR 1741 and
reaffirmed recently in NUR 3435.

Congressman Zeliff, Judy Galluzzo and one campaign
volunteer used the telefax machine and Watts line, and
the Committee reimbursed the Inn in full for all usage.

The November 1, 1989 dinner was held at the Inn. The
Inn operates a restaurant in the ordinary course of its
business. The Inn complied with 2 U.S.C.
S 431(8)(B)(iii) in charging all food and beverage
costs.

Ns. Galluzzo and some campaign volunteers performed all
campaign-related activities in Congressman Zeliff's
personal residence which is located on the Inn's
premises.

We trust this letter provides the requested information.

Sincere y.

Ja Witold Saran
Lee E. Goodman
Counsel for the Friends of Bill
Zeliff Committee, The Hon. Bill
Zeliff and Christmas Farm Inn, Inc.

Enclosures

I(...continued)
rely on the definition, and the Commission apparently did not
consider it in making findings. Therefore, MUR 2522 cannot
serve as support here for the proposition that Congressman
Zeliff's equitable ownership and gontrol over the Inn and its
assets does not qualify Inn assets as personal funds pursuant
to 11 U.S.C. S 110.10(b)(1).
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RECEIVED
F.E.C.C E CRTR I AT

FEDERAL ELECTION COMMISSION 93,.1" Ij' , rl-" 1F:,_ 21
WASHINGTON, DC 204b)

July 15, 1993

Jan Witold Baran, 3Uquire SEN ITV
Lee B. Goodlan, Esquire
Wiley, eain & Fielding
1776 K Street, NW
Washington, DC 20006

RE: KUR 3191
Friends of bill Zeliff Committee
John C. Waramore, as treasurer
Christmas Farm Inn, Inc.
William B. zeliff, Jr.

Dear Mr. Saran and Mr. Goodman:

Based on a complaint filed with the Federal Election Commission
on November 30, 190 and on information supplied by your clients,
the Coemission on August 13, 1991 and September 26, 1991 found that
there vms reason to believe your clients had violated 2 U.S.C.
S 441b. earli*r, on February 27, 1991, the Commission had found
reason to believe that the Friends of Sill Seliff ("the Committee")
had violated 2 u.S.C. I 434(a)(6). The Commission instituted an
investigation of this smtter.

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

The Commission may or ay not approve the General Counsel's
recommendations. Submitted for your review are three briefs stating
the positions of the General Counsel on the legal and factual issues
of the case. Within 15 days of your receipt of this notice, you may
file with the Secretary of the Commission a brief or briefs (ten
copies if possible) stating your positions on the issues and
replying to the briefs of the General Counsel. (Three copies of
such brief(s) should also be forwarded to the Office of the General
Counsel, if possible.) The General Counsel's briefs and any
brief(s) which you may submit will be considered by the Commission
before proceeding to votes of whether there is probable cause to
believe violations have occurred.

If you are unable to file a responsive brief or briefs 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



Jan Witold saran, asquire
Lee B. Goodman, Require
page 2

demonstrated. in addition, the Office of the General Counsel
ordinarily will not give extensions beyond 20 days.

Findings of probable cause to believe require that the Office
of the General Counsel attempt for a period of not less than 30,but not more than 90 days, to settle this matter through
conciliation agreements.

Should you have any questions, please contact Anne A.
Weissenborn, the senior attorney assigned to this matter, at
(202) 219-3400.

Sincerely,

Enclosures
Briefs (3)



33lRF 2UZ FUDURAL ULITCON COMIXSSIOK

in the Matter of )
) Rum 3191

friends of bill loliff Committee
Robert D. Goodman, as treasurer )

GENERAL COU NSRL'S BRIEF

I. SYATIHME or THE CASE
In response to the filing of a complaint, the Commission on

August 13, 1991 found reason to believe that the Friends of Bill

Zeliff Committee (Othe Committee") and its treasurer had violated

2 U.S.C. S 441b by knowingly receiving loans made with funds

obtained from Christmas Farm Inn, ("the Corporation*), and by

using other assets of the Corporation, to support the 1990

campaign of William H. Zeliff, Jr., ("the candidate") for the

United States louse of Representatives. Earlier, on February 27,

1991, the Commission had found reason to believe that the

Committee and its treasurer had violated 2 U.S.C. S 434(a)(6) by

failing to file 48 hour reports with regard to two loans from the

candidate. These latter loans were the same as two of those

involved in the violations of 2 U.S.C. S 441b. The Committee's

present treasurer is Robert D. Goodman.

II. ANALYSIS

A. Draws on fqtity in Subchapter S Corporation

According to amended reports filed with the Commission by the

Committee, William H. Zeliff, Jr. made $216,000 in loans to the

Committee from funds other than bank loans during the 1989-90

election cycle. Information provided in response to the complaint



indicated that $209,000 of the $216,000 was made up of draws

against Mr. Zeliff's equity in Christmas rarm Inn, Inc. The

Corporation is a close corporation which is jointly owned by

William a. Zeliff, Jr. and Sydna T. Zeliff, and which has elected

Subchapter 8 tax status.

1. Statutory and Regulatory Provisions

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

Act") prohibits the knowing acceptance by a political committee of

contributions from *any corporation whatever" in connection with

an election to federal office. 2 U.S.C. S 441b. Candidates for

the office of United States Representative may make unlimited

campaign expenditures from personal funds. 11 C.F.R. S 110.10(a).

Personal funds are defined as "[alny assets which, under

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

the candidate had legal right of access to or control over, and

with respect to which the candidate had either: (i) [liegal and

rightful title, or (ii) laln equitable interest.' 11 C.F.R.

S 110.10(b)(1). A candidate may use as personal funds his or her

portion of assets jointly held with his or her spouse, the portion

to be considered personal being the candidate's share according to

the instrument of conveyance or ownership. "If no specific share

is indicated by an instrument of conveyance or ownership, the

value of one-half of the property used shall be considered as

personal funds of the candidate." 11 C.F.R. 5 110.10(b)(3).



2. Subchapter U Corporations

The purpose of the Subchapter S provisions in the Internal

Revenue Code is to permit small incorporated businesses, or close

corporations, to avoid double taxation, i.e., of the corporation

and then again of shareholders. Pursuant to this provision, a

small business corporation say 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 say 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 individual. 26 U.S.C. 5 1366(c) and

(d). See generally fyrne v. C.I.R., 361 F.2d 939 (7th Cir. 1966).

Unreimbursed payments by a Subchapter S corporation of the

personal expenses of shareholders must be recorded as

distributions of income and must be reported as taxable income.

American Trading Partners, L.P. v. A-1 International Importing

Enterprises, Ltd., 770 F. Supp. 273, 275 (N.D. Pa. 1991).

3. Responses

Counsel for the Committee and all other respondents in this

matter have submitted a response to the Commission's Factual and

Legal Analyses, as well as answers to interrogatories and numerous

documents, the latter including a second affidavit signed by

Kenneth Kaslow, bookkeeper for the Corporation. Mr. Kaslow's

initial affidavit was submitted with counsel's response to the



complaint. Additional responses to follow-up questions and

document requests have also been received.

In his second affidavit, Mr. Koslow states that Christmas

Parm Inn was "incorporated as a Subchapter S corporation in 1977.

At that time, William and Sydna Zeliff transferred their personal

property used in connection with their former unincorporated

business (known as Christmas Farm Inn) to the Inn. That personal

property consisted of the Inn itself, all furnishings and

equipment." Mr. Kaslow goes on to state,

From January of 1989 through the 1990 election, William
and Sydna Zeliff were the only two owners, directors and
officers of the Inn. William H. Zeliff, Jr., served as
President of the Inn and Sydna T. Zeliff served as
Treasurer of the Inn. William Zeliff, as President,
exercised discretionary aythority to order any payments
or loans made by the Inn.

During the 1989-90 election cycle the Committee reported the

following assertedly personal loans from Mr. Zeliff:

3/30/90 - $10,000
4/18/90 - 5,000
5/3/90 - 3,000
8/7/90 - 30,000
8/14/90 - 20,000
8/20/90 - 25,000
8/28/90 - 40,000
9/4/90 - 57,000
9/11/90 - 20,000
12/3/90 - 6000

S216t7OW

In response to the complaint, counsel stated that $7,000 of

the $216,000 came from Mr. Zeliff's salary and other income, while

1. In an earlier affidavit Mr. Kaslow stated that Christmas Farm
Inn, Inc., is made up of "three separate local small businesses:
Christmas Farm Inn, a country inn, Yesterday's Restaurant, located
at the Inn, and the Jackson Corner Store. Each of these three
businesses is located in Jackson, New Hampshire."



*209,000 was in the form of checks drawn from the Inn's account
which represented cash draws against Mr. Seliff's equity in the
Corporation. Mr. Kaslow stated in his first affidavit that

*1alecording to Christmas Farm Inn, Inc's records, from Nay 1,
19S9, to December 31, 1990, William H. Zeliff, as a half owner,
drew from Christmas Farm Inn, Inc., a total of $209,000 for
campaign purposes."2 These draws were recorded by the Corporation

as loans. 3 As of the Committee's 1992 Year End Report either
$26,008 or $33,008 of the $209,000 had been repaid by the
Committee to Mr. Uliff, depending upon whether $7,000 of the

2. In his first affidavit Mr. Kaslow stated that thecorporations assets were appraised at in September,1989. As of December 31, 1990, the corporation had outstandingmortgages and debts of * leaving joint equityavailable to the owners ot Thus, the value ofMr. Seliff's equity interest at the end of 1990 was
3. Certain of the loans reported by the Committee can be matchedby date with the loans recorded on the Corporation's writtenrecord. The following lists the apparent matches:

Loan from Corporation Loan to Comittee

5/9/90 - $10,000
6/1/90 - 20,000 8/7/90 - $30,0008/13/90 - 20,000 8/14/90 - 20,0008/25/90 - 25,000 8/20/90 - 25,000
8/17/90 - 40,000 8/28/90 - 40,000
9/4/90 - 60,000 9/4/90 - 57,0009/11/90 - 20,000 9/11/90 - 20,00012/3/90 - 7,500 12/3/90 - 6,000

It is not possible to pair the earlier loans to the Committeewith particular loans from the Corporation. The following are the
apparently unmatched loans:

Loan from Corporation Loan to Committee

4/30/90 - $10,000 3/30/90 - $10,000
4/17/90 - 5,000
5/3/90 - 3,000



$33,008 in repayments is considered to have covered the loan Irom

Mr. Zoliff's salary and other income.

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

that respondents had violated 2 U.S.C. S 441b in connection with

the $209,000 in loans, counsel for the Committee argued that the

monies which Mr. Zeliff obtained from the Corporation to make the

loans to the Committee were his personal funds, pursuant to

11 C.F.R. I ll0.10(b)(1). Counsel further asserted that, while it

is correct that a Subchapter S corporation's profits remain the

property of the corporation until a dividend or profit is declared

by the shareholders,

(tihis conclusion pertains solely to legal title.
While legal title may vest in the corporation, the
(Commiison's Factual and Legal) Analyses ignore
Congressman Zeliff's equitable interest in one-half
of the Inn's assets. section 110.10(b)(1) of the
Comission's regulations specifies that personal
funds are any assets to which the candidate has
legal title or an equitable interest. (Emphasis in
original).

Further, counsel stated that

Congressman Zeliff, as President of the Inn, had
'legal right of access to' and had discretionary
'control over' the assets of the Inn. At his
discretion, Congressman Zeliff had the power to
withdraw monies from the Inn's bank accounts, sell
assets, forgive loans and declare dividends.
because he could exercise these powers exclusively,
there was no attendant risk of undue influence upon
him by a third party, not even by his wife, Sydna
Zeliff.

Counsel also argued that, in contrast to situations involving

the use of reinburseable drawing accounts by corporate officials,



-7-

Kc. Zuliff in effect owed the amounts of the loans at issue to

himself.

jojiven his authority at the Inn, he could forgive
the loan and declare it a dividend should he choose
to do so. In short, . . . Congressman zeliff is
beholden to no one but himself. (Rmphasis in
original.)

Counsel stated further:

This conclusion is consistent with the Inn's
treatment of accounts receivable as assets of the
Inn . . . . If 11 C.F.R. 5 110.10(b)(1) means what
it expressly states -- that personal funds are "any
assets controlled and equitably owned by the
candidateO -- then the loan receivables were
similarly assets of Congressman Zeliff. He indeed
had discretionary right of control over and equity
interest in fifty percent of the Inn's assets,
including its loan receivables (i.e., Congressman
Seliff had an equitable interest in his own
recelvables').

Far from any intention to subvert the integrity of
ISO the political process, Congressman Zeliff's choice

to repay drawn amounts merely reflects his effort
'0 not to diminish his own estate which consists

primarily of the Inn. The Inn's property was
originally the Zeliffs' personal property and was
transferred to the Inn upon its incorporation in
1977. Congressman and frs. Zeliff have spent the
last sixteen years of their lives developing,
operating and nurturing the Inn. Over their many

1r) years of ownership, the Zeliffs have treated the
Inn's assets as their own personal assets.
Congressman Zeliff did so again in 1989 and 1990
when he ran for Congress.

4. Leqal and Factual Analysis

2 U.S.C. S 441b "prohibits corporations from using treasury

funds to make expenditures 'in connection with' any federal

election .... a FEC v. Massachusetts Citizens for Life, Inc.,

(ONCFL*), 479 U.S. 238, 241 (1986). This same prohibition extends

to contributions made with treasury funds.



A corporation, including a corporation which elects

Subchapter S tax status, acquires, by the act of incorporation, a

legal Identity separate from that of its investors, and is subject

to regulation as such. See generally, United States v.

Richardson, 469 F•2d 349, 350 (10th Cir. 1972) (*the legislative

history of Subchapter S negates any inference that Congress

intended" corporations to lose their corporate character). 4

Corporations retain separate legal identities from their investors

no matter how they are taxed under the Internal Revenue Code.5

Therefore, the fact that a candidate may have invested his or her

personal property in a Subchapter S corporation does not mean that

the corporation's treasury funds can be viewed as the "personal

funds" of the candidate for purposes of the Federal Election

Campaign Act, (*the Act). Nor does the fact that the

corporation's income is passed through to the shareholders for

taxation purposes change the corporate nature of the new entity.

(See NUR 3119).

4. "Electing to file as a Subchapter S corporation does notmake (the corporation) anything less than a valid corporation
* Reiherser v. Shannon, 581 F.2d 1266, 1273 (7th Cir,1978). "As a general rule, courts and legislatures adhere to thenotion that a corporation is a legal entity separate from itsshareholders." 1 F. O'Neal & R. Thompson, Close Corporations,

5 1.10 (3rd ed. 1986). "Whatever the factual context, courtsrarely permit a corporation to be disregarded for the benefit ofits own shareholders. Persons who chose the corporate form ofdoing business are held to the consequences of that decision."
Id., 5 1.10(t).

5. "The congressional desire to provide an alternative form ofdoing business [as Subchapter S corporations) does not suggest anintention to treat electing corporations as partnerships orproprietorships for tax purposes." Johnson v. U.S., 386 F. Supp.
374, 377 (M.D. Kentucky, 1974).



In the present matter, Christmas Farm Inn, Inc., possesses

all the characteristics of a corporate entity prohibited from

making contributions or expenditures under Section 441b. it is

readily distinguishable from a corporation exempted, pursuant to

RCFL, from the prohibitions of this statutory provision in that it

was formed to engage in business activities for profit, not to

promote political ideas. 479 U.S. at 264.6 Therefore, Christmas

Farm Inn fits the description of the *type of 'traditional

corporatiotn] organized for economic gain,* . . . that has been

the focus of regulation of corporate political activity" sustained

by the Supreme Court. Id. at 259, quoting FEC v. National

Conservative Political Action Committee, 470 U.S. 480, 500 (1985).

Counsel argues that while Mr. Zeliff may not have legal right

or title to the Corporation's assets, he "equitably owns one-half

of the Inn and exercises undisputed, discretionary control over

use of the Inn's assets. Therefore, the Inn's assets constitute

Congressman Zeliff's personal funds under the express provisions

of 11 C.r.R. S 110.10(b)(1).*

6. The Supreme Court in MCFL held that the Act's prohibition on
corporate expenditures coulT-ot be constitutionally applied to
nonprofit incorporated organizations that meet three essential
criteria: (1) the corporation was formed for the express purpose
of promoting political ideas, not to engage in business
activities; (2) it has no shareholders or other persons affiliated
with it who would have a claim on its assets or earnings; and (3)
it was not established by a business corporation or labor union
and does not accept contributions from such entities. 479 U.S.C.
at 264. The Court's distinction was between the use for political
purposes of profits accumulated through the corporate form and the
activities of corporations created for purposes of disseminating
idea, "not to amass capital.' 479 U.S. at 259.
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While it is accurate that Section ll0.10(b)(1) defines a

candidatees personal funds as including assets in which the

candidate has an equitable interest, this provision must not be

read in isolation, but rather in conjunction with all provisions

of the Act. The Act's prohibition against corporate contributions

is broad and is intended to prevent any corporate funds from

flowing into campaigns for federal office. 7 Section 110.10 was

intended by the Commission to clarify a candidate's personal

relationship to the contribution and expenditure limitations

imposed by 2 U.S.C. 5 441a, particularly in light of the Supreme

Court's decision in Buckley v. Valeo, 424 U.S. 1, 51-54

(1976) regarding the unconstitutionality of limitations on a

candidate's own expenditures from personal funds. Section 110.10

was not intended to provide an exception to 2 U.S.C. S 441b for

the use by candidates of corporate assets. In the present matter,

the loans provided to the Zeliff campaign came from the

Corporation's general treasury account and thus resulted in the

prohibited infusion of corporate funds into the campaign, whether

or not Mr. Zeliff had an equitable claim to the monies involved.

7. Prior to enactment of the Federal Election Campaign Act
corporate contributions in federal elections were prohibited by
18 U.S.C. 5 610. This provision was transferred to the Act in
1971, with the addition of a new paragraph defining "contribution
or expenditure' to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money, or any
services, or anything of value to any candidate, campaign
committee or political party or organization. . .. * H.R. Rep.
No. 92-752, 92d Cong., 1st Sess. 30, reprinted in FEC, gislative
History of the Federal Election Campaign Act of 1971, at 817f 849
(1981).



Nor does Counsel's emphasis upon the control which Mr. Zeliff

exerted over the assets of the Corporation diminish the corporate

nature of those assets. Because the funds at issue came in the

form of loans which Mr. Zeliff was obligated to repay, the funds

were controlled by the Corporation, not by Mr. Zeliff. Mr. Zeliff

could have obtained these funds from the Corporation through

various means other than loans, (e.g., directing a disbursement,

liquidating his interest in the Corporation and using the proceeds

from that liquidation, using his interest as collateral for a bank

loan, or loaning his shares in the Corporation to the Committee);

however, the method he chose, namely his borrowing of the monies

from the Corporation's treasury and then his lending of those

funds to the Committee, resulted in the flow of corporate monies

into his campaign.

5. aecomendation

The Office of the General Counsel recommends that the

Commission find probable cause to believe the Friends of Bill

Zeliff Committee and Robert D. Goodman, as treasurer, violated

2 U.S.C. 5 441b(a) by knowingly accepting $209,000 in loans which

had been made with monies obtained from Christmas Farm Inn, Inc.

B. Corporate Advances

The Commission has also found reason to believe that the

Committee and its treasurer violated 2 U.S.C. 5 441b by knowingly

accepting corporate in-kind contributions in the form of goods and

services for which the Corporation was not reimbursed within a

commercially reasonable time.
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1. statutory and Regulatory Provisions

As stated above, 2 U.s.C. S 441b(a) prohibits the knowing

acceptance of corporate contributions in connection with elections

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

to include "any direct or indirect payment, distribution, loan,

advance, deposit or gift of money . . . or anything of value

in connection with any election" to federal office.

11 C.F.R. 5 116.3(b), which is part of the regulatory scheme

addressing debts owed by political committees or candidates,

provides that '(a) corporation in its capacity as a commercial

vendor may extend credit to a candidate, political committee or

another person on behalf of a candidate or political committee

provided that the credit is extended in the ordinary course of the

corporation's business . . . . (emphasis added.) 11 C.F.R.

S 116.1(c) defines "commercial vendor* as *any persons providing

goods and services to a candidate or political committee whose

usual and normal business involves the sale, rental, lease or

provision of those goods or services."

'Ordinary course of business" encompasses both the nature and

conduct of the creditor's business and the timing involved in the

extension of credit. See, e.g., RUR 1741. The payment by a

corporation of amounts owed by a political committee to another

vendor would not generally be within the ordinary course of

business of the payor, exceptions being found in the provision of

certain types of consultant or managerial services where purchases

or sub-contracts are part of an agreement with a committee

regarding the services to be rendered.



Pursuant to 11 C.F.a. 5 114.9(a)(l), stockholders and

employees of a corporation may make "occasional, isolated, or

incidental use" of that corporation's facilities "for individual

volunteer activity in connection vith a Federal election' and must

reimburse the corporation only to the extent that the operating

costs or overhead of the corporation are increased. 11 C.F.R.

I 114.9(a)(1). "Occasional, isolated, or incidental use" is

defined to mean activity by a stockholder during working hours

which does not interfere with the normal activities of the

corporation, activity by employees which does not prevent the

completion of the normal amount of work usually accomplished by

those employees, and '[any such activity which does not exceed

one hour per week or four hours per month, regardless of whether

the activity is undertaken during or after normal working hours

S.0... 11 C.P.A. S 114.9(a)(1).

If stockholders or employees make more than occasional,

isolated or incidental use of corporate facilities, they must

reimburse the corporation *within a commercially reasonable time

for the normal and usual charge . . . for the use of such

facilities." 11 C.F.R. S 114.9(a)(2).

The provisions of 11 C.F.R. 5 114.9(a)(1) and (2) are meant

to provide a limited avenue for stockholders and employees to use

corporate facilities in connection with their own volunteer

campaign activity. These provisions require that the stockholder

or employee providing volunteer services personally reimburse the

corporation for his or her own use of its facilities. See General

Counsel's Brief, MUR 2185. If the stockholder or employee does
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make the required reimbursement, that repayment is still subject

to examination with regard to amount and timing.

11 C.F.R. I 114.9(c) permits any person other than a

stockholder or employee of a corporation, including a political

comittee, to use corporate facilities to produce materials for a

federal campaign as long as the corporation is reimbursed *within

a commercially reasonable time for the normal and usual charge for

producing such materials in the commercial market." Persons,

including political committees, who are not stockholders or

employees may also use such corporate facilities as telephones,

typewriters or furniture in connection with a federal election, as

long as the corporation is reimbursed for the use of these

facilities "within a commercially reasonable time" for Othe normal

and usual rental charge . . . for the use of the facilities."

11 C.F.R. I 114.9(d). A candidate, candidate's agent, or other

person traveling on behalf of a candidate who uses a means of

transportation owned or leased by a corporation, such as vans and

trucks, must reimburse the corporation for such use "within a

commercially reasonable time . . . at the normal and usual rental

charge." 11 C.F.R. 5 114.9(e)(2). In this last instance the

reimbursement must be made with campaign funds.

"Commercially reasonable time" is not defined in the

regulations. In situations in which a corporation normally

operates as a vendor of the goods and services involved, the

Commission has compared billing and payment timing accorded a

political committee/customer with that accorded other customers of

the same corporation. In situations in which a corporation does
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not normally provide the goods and services at issue, as when its

facilities are used by volunteers, it becomes necessary to Compare

its charging and collection processes with those of outside

vendors who do normally provide such goods or services.

2. Factual Responses

in response to the complaint in the present matter, and later

in response to interrogatories and follow-up questions, counsel

have explained that between July 28, 1989 and December 17, 1990

the Corporation billed the Committee for a total of $35,094.40 in

goods and services. A review of the Committee's reports shows

payments by the Committee to Christmas Farm inn of $2,610.64 on

August S, 1989, and of $737.09, $4,333.30, $1,828.04 and $489.45

on December 20, 1989, bringing the total of reported expenditures

to the Corporation in 1989 to $9,998.52.

On April 29, 1990 Nr. Zeliff personally reimbursed the

Corporation in the amount of $6,752.84, a payment not reflected in

the Committee's reports. During the period beginning with the

second quarter of 1990 and ending on December 31 of that year the

Committee reported an accumulation of $18,343 in debts owed the

Corporation,9 against which the Committee paid the Corporation

$5,000 on December 19, 1990 and $9,784.69 on January 28, 1991, and

the candidate paid $3,558.35 on March 6, 1991.

8. Counsel have indicated that an amended report will be filed
reflecting this payment. None had apparently been filed as of the
date of this brief.

9. The Inn's charges were reported on the Committee's quarterly
reports as debts incurred during the relevant period.



in their August 31, 1992 response to follow-up questions,

counsel stated that the Committeefs $2,610.64 expenditure to the
Corporation on August 5, 1989 was in full payment of a July 31.

1989 invoice 'for services, supplies, food, and beverages supplied

by the Inn in June and July, 1989.0 The attached invoice shows a

total of $2,676.19 in expenses from which $65.55 was deducted for

unexplained reasons. The $2,676.19 included a $1,532 salary cost

related to Judy Galluzzo's secretarial work for the Committee

between June 5 and July 28, 1989; that amount equaled one half of

her salary for that period. The remaining itemized charges

included $317 for a cookout, $25.66 for a cabana charge, $267.81

and $43.47 in "Office market charges" (apparently for office

supplies), $94 for stationery, $30 for coffee and soda for

volunteers, $16.25 for newspapers, and $350 as a combined estimate

for "copies, faxes, phone calls on Watts and Cri lines, postage,

stationery, supplies.'

The Comittee reported a December 20, 1989 repayment of
$737.09 as having been for "telephone reimbursement.' According

to counsel's responses and the attached invoices, this

reimbursement covered five invoiced amounts for telephone usage as

follows:

Date10  Amount

8/31/89 $100.00
9/29/89 143.77
10/27/89 126.05
11/24/89 164.25
12/29/89 203.02

10. In each instance the date is that of the invoice.
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According to counsel, the Comittee's reported payment of

$4.333.30 on December 20, 1989 was for the "prorated salaries of

two inn employees . . . vho performed secretarial services for
both the Inn and the Committee." This payment covered the
following invoiced amounts paid to Judy Galluzzo and, for three

weeks in December, to Loin Nelson:

Date Amount

8/31/89 $ 957.50
9/29/89 191.50
10/27/89 1,378.80
11/24/89 957.50
12/29/89 848.00

The Committee's payment of $1,628.04 on December 20, 1989 was
for the use of the Corporation*s van. It covered the following

invoiced amounts:

Date Amount

8/31/89 $ 500.00
9/29/89 279.00
10/27/89 535.68
11/24/89 412.92
12/29/89 100.44

$1' 828.44
The final December 20, 1989 expenditure of $489.45 was in full

payment for food and beverages provided by the Corporation for a

dinner held on November 1, 1989. This amount was included on the

November 24, 1989 invoice sent to the Committee.

Mr. Zeliff's payment to the Committee of $6,752.84 on

April 29, 1990 apparently covered $961.56 in items included in the
invoices submitted to the Committee by the Corporation between July

and December, 1989, but not covered by the Committee's December 20

payments, plus invoices totaling $5,791.28 received between January

-017-
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and the end of April, 199C

the Committee, the $961.54

grouped below by purposet

Date

12/29/89

9/29/89
10/27/89
11/24/89
12/29/89

8/31/89
9/29/09
10/27/89
11/24/89

8/31/89
9/29/89
10/27/89

11/24/89
12/29/89

8/31/89

The January - April,

$5,791.28 of Mr. Zeliff's

following:

. According

covered the

to the invoices presented to

1909 services and charges

Amount purpose

$ 98.50 Postage

$ 100.45 Office supplies
148.80
126.08
65.55

$ 14.65 Newspapers
11.72
11.72
14.65

$ 5274

$ 125.09 Food (including li
25.00 coffee a sodas)
77.85 (Manchester party, at co
20.00
S5.S0
20.00

$ 319.4

$ 50.00 Copying

1990 charges covered by the remaining

April 29, 1990 payment covered the

quor.

at)

Amount

$ 231.76
442.80
431.26
127.38

$ 591.48
407.34
641.70

11082.52
$2t723.04

Purpose

Telephone (Watts line)
Faxes

Transportation
(Van: Based on
mileage)

Date

1/26/90
2/23/90
3/31/90
4/30/90

1/26/90
2/23/90
3/31/90
4/30/90



Date

1/26/90
2/23/90
3/31/90
4/30/90

2/23/90

1/26/90
2/23/90
3/31/90

Amount

$ 101.09
318.45
53.34

0
$ 7777U

$ 397.00

$ 187.27
0

66.14

IPurpose

Office Supplies

Copying

Food (includes coffee,
liquor, etc.)

4/30/90 691.75 (including announcement
$ §65.16 dinner - $660.72)

As indicated above, no reimbursements were made to the

Corporation between May and mid-December, 1990. During that period

debts totaling $18,343.04 accrued as follows:

Date

5/31/90
6/30/90
7/31/90
8/31/90
9/28/90

10/31/90
11/10/90
12/17/90

5/31/90
6/30/90
7/31/90
8/31/90
9/28/90

10/31/90
11/10/90

5/31/90
10/31/90
11/10/90
12/17/90

5/31/90
9/28/90

Amount

$ 46.25
275.12
295.75
355.21
606.08
720.70
754.24
534.02

$1,456.55
1,811.60
2,289.00
1,097.84
1,805.05
2,293.11

730.22
$1it 483.37

$ 32.75
23.00
21.75
77.50

$ 155.00

$ 422.38
193.76

$ 6

Purpose

Telephone

Transportation (van
and truck)

Postage

Credit card charges

j i~~<*

M19-
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Date Amount Purpose

6/30/90 $ 534.54 Food, beverages, and
(including related equipment
6/2 dinner)

8/31/90 47.96
11/10/90 95.00
12/17/90 1#345.62
(12/17 party)

7/31/90 $ 310.82 Supplies for signs
8/31/90 62.6S
9/26/90 82.6S

10/31/90 21.90
$ 4Tff1.

As stated above, the Committee made a $5,000 payment to the

Corporation on December 20, 1990, thereby reducing the total due

to $13,343.04. This payment was reported as being for "expense

reimbursement." According to the invoices and the Consittee's

reports, another payment, this time of $9,784.69, was made on

January 30, 1991 for *postage, phone, silage isici." According to

a notation on the December, 1990 invoice, the remaining $3,5S.3S

was paid by William Zeliff on February 13, 1991. The Committee

reported this last payment as having been made on March 6, 1991.

and as having been for "postage, phone, milage [sic).'

In response to questions posed by this Office, counsel on

February 18, 1993 provided additional information as to which

individuals were involved in the various uses of the Inn's

facilities. According to counsel, the secretarial services at

issue were performed by Judy Galluzzo for Mr. Zeliff and the

Committee paid a pro rata share of her salary. Mr. Zeliff,

Ms. Galluzzo and "one campaign volunteer" were those who used the

Inn's telefax machine and Watts line. The Inn's van was used by

Mr. Zeliff, with a campaign volunteer sometimes acting as driver.
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The November 1. 1989 dinner was held at the Inn which operates a

restaurant *in the ordinary course of its business." Finally,

One. Gallusso and some campaign volunteers performed all

campaign-related activities in Congressman eliff's personal

residence which is located on the Inn's premises."

3. Legal Response

Counsel have argued that Mr. Zeliff 'equitably owned half of

all of the Inn's supplies, equipment and vehicles used for

campaign purposes and had discretionary authority over their use.'

Thus, the use of these assets assertedly fell within the

definition of Opersonal funds* at 11 C.F.R. 5 ll0.10(b)(1).

Counsel further argue that Mr. Zeliff 'chose to have the Committee

reimburse the Inn for his own sound business reasons . . . . and

that all of the invoices were paid within a commercially

reasonable time.

Regarding the timing of reimbursements, it is also asserted

that because 'commercially reasonable time' is not defined, 'the

Commission's treatment of three to six months as unreasonable

0 . . appears arbitrarily determined." Counsel argue that the

Corporation has received credit extensions of three months from

vendors, and that the Commission has 'countenanced extensions of

credit of twelve months for a campaign committee's payment for

services where that period of time was consistent with the

vendor's regular business dealings.* (Emphasis in original.)

Counsel also rely upon three enforcement matters as

precedents for the respondents' actions in the present matter.
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These matters are NUR 3070t NUR 1741, and MUR 3428/3435.11

11. It Is important to note that MUR 1741 and MUR 3428/3435
involved partnerships; thus, the provisions of 11 C.F.R. S 114.9
were not applied in those matters.

In NUR 3070, the Commission addressed a complaint which
alleged that outstanding debts owed a consulting firm for as such
as two years after they had been incurred constituted In-kind
corporate contributions to the political committee which had
received the goods and services involved. The Commission approved
the recommendation of this Office that the Commission find no
reason to believe that a violation occurred because the
corporation had "established a business relationship with the
[committee) for consulting services provided in connection with
the 1988 campaign . .. and the terms of the relationship were
'substantially similar to extensions of credit to nonpolitical
debtors.' The corporation had sent past due notices to the
committee and had made verbal inquiries regarding payment over a
period of more than twelve months. Thus, the corporation's
extension of credit to the respondent political committee was
found to have been within its ordinary course of business.

NU 1741 involved the rental of office space and the
provision of goods and services by a law firm to a political

0 action committee. In that matter the investigation showed that
the partnership involved had an established practice of renting
portions of its space to subtenants and of providing such
subtenants with services, e.g., a receptionist, telephone call
charges, telephone equipment, postage, photocopying, furniture and
use of a conference room. The investigation also revealed that
the timing of billings sent to these other tenants for rent and
most of the other services was generally comparable to that

)applied to the respondent committee, and thus this Office did not
recommend findings of probable cause to believe that late billing
for such costs constituted a violation of the Act. On the other
hand, this Office did recommend, and the Commission found,
probable cause to believe that the timing of billings specifically
for telephone equipment charges totaling $19,285.97 was outside
the ordinary course of the firm's business; these charges were
billed after delays of up to 26-27 months and the respondent was
the only subtenant or client provided such equipment.

In July, 1992, the Commission again addressed the issue of
services provided by a law firm in NUR 3428/3435. In this matter
the complainants alleged that an authorized committee had received
in-kind contributions from the partnership in the forms of office
space, equipment and support staff. The committee provided one
invoice dated October 17, 1991, which covered charges totaling
$4,715.64 for services provided between August 19 and October 15,
1991; the charges covered "secretarial services and overtime,"
*document preparation," "communication costs" and *transportation
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4. Legl and Factual Atal ysl

As stated above at pages 7-11, the investment of a

shareholderos personal assets in a corporation does not shield

those assets from an application of 2 U.s.C. S 441b. Whether or

not the shareholders retain equitable interests in them, the

assets become those of the corporation. Therefore, for the sane

reasons as those given above with regard to the use of corporate

treasury funds, any use in the present matter of corporate assets

on behalf of the Committee must be examined in light of 2 U.S.C.

S 441b and of the regulations which interpret this provision.

based upon respondents" invoices and Committee reports, the

Corporation billed the Committee in 1989 and 1990 for $35,094.40

in goods and services. When aggregated by categories, the charges

included:

Salaries - $ 5,865.30
Telephone use - 5,557.66
Use of corporate vehicles - 16,034.45
Office supplies - 1,319.04
Postage - 253.s0
Food, beverages & related equip. - 4,169.85
Newspapers - 68.99

(Footnote 11 continued from previous page)
and refreshnentsO. Thus, this invoice covered a two-month period.
A second invoice dated November 15, 1991, covered charges totaling
$2,016.40 for "secretarial services and overtime," "document
preparation, and 'communication costs". These two invoices were
paid by the committee one and ten days respectively after the
invoices were issued.

In this most recent matter the Commission rejected by a 4-2
vote the recommendations of this Office to find reason to believe
that the law firm had provided services to the committee outside
the ordinary course of business. The Statement of Reasons issued
by the Commissioners who had opposed such action emphasized that
"the law firm segregated and billed the Committee for 100 percent
of the salaries and expenses it incurred . . .. The responses
provided documentation that these bills were promptly paid



.24-

Materials for signs 478.02
Copying 447.00
Credit card charges 616.14
Undifferentiated payment - 3S0.00

$3 S.SS-31 2

$35,94','40

a. Use of Corporate Facilities by 8tockholders/-o*es

As discussed above, 11 C.i.R. S 114.9(a) permits the use of a

corporation's own facilities by stockholders or employees who use

those facilities for individual volunteer activity in connection

with a federal election. The types of facilities covered by this

regulation include, inter alia, telephones, telefax machines, and

copying machines. (The use of corporate vehicles is addressed at

11 C.P.R. S 114.9(e)(2) and thus is discussed separately below.)

If use of such facilities by a stockholder or employee is only

"occasional, isolated or incidental,* reimbursement need only be

made to the extent that the corporation's overhead is increased.

If such use is on more than an occasional, isolated or incidental

basis, reimbursement must be made within a commercially reasonable

time at the usual and normal rental charge. 11 C.F.R. S 114.9(s)

also states that it is the stockholder or employee who must

reimburse the corporation in such a situation, not a third party.

Application of these regulations in the present matter means

that Mr. Zeliff, as shareholder, was required to reimburse the Inn

himself for his use of the types of facilities covered by

11 C.F.R. S 114.9(a). Mr. Zeliff did personally reimburse the Inn

12. As is noted above, the reason for this deduction on one
invoice is not known.

2r ~!!.~!,
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for a total of $2,242.42 in telephone, telefax and copying

charges. (See more detailed discussion below.) But, because the

Committee rather than Mr. Zeliff reimbursed the Inn for a total of

$4,112.46 in telephone, telefax and $3S0 in undifferentiated

charges for, inter ala phone calls, faxes and copying, the

$4,112.46 automatically constituted an impermissible corporate

contribution under 2 U.s.C. S 441b.

Further, based upon information contained in the monthly

invoices sent to the Committee by the Inn, Mr. Zeliff's use of the

Corporation's facilities was steady and ongoing, not occasional,

isolated or incidental. Thus, even if one does not assume that

the amount reimbursed by the Committee was a corporate

contribution because it was repaid by the Committee rather than

Mr. Zeliff, the requirement in 11 C.F.R. S 114.9(a)(2) that

repayment must be made at a normal and usual rental charge within

a commercially reasonable time is also applicable. In the present

matter, application of a commercially reasonable standard of

thirty days for measuring the timing of the reimbursements by both

Hr. Zeliff and the Committee of the bills for telephone, telefax,

and copying charges, plus the charges covered by the Committee's

payment of $350, leads to the conclusion that the Corporation made

prohibited contributions. In addition, one of the amounts billed

the Committee and paid by Mr. Zeliff for copying costs was based

upon a faulty assumption as to the standard to be applied and

therefore was apparently understated.
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Mr. Zeliff and the Committee reimbursed the Inn for a total

of $5,557.66 in telephone and telefax charges billed over more

than a year. According to counsel's most recent response, the

telefax machine and watts line involved in these charges were used

by the stockholder/candidate, the Inn°s secretary, and one

campaign volunteer. Of the $5,557.66 owed, Mr. Zeliff personally

paid $1,233.20 on April 29, 1990, and $562.22 on February 13 or

March 6, 1991,13 leaving $3,762.24 to the Committee.

The Corporation's charges for the use of the watts line were

based upon a formula which assumed that the Inn itself used the

line an average of 17 hours a month with the remainder of the

$10.30 hourly charge being allocable to the Committee. Fax

transmissions were billed on a cost per transmission basis. it,

therefore, appears that Mr. Zeliff's personal reimbursements for

telephone and telefax use represented usual and normal charges.

Commercially reasonable timing of the payment of telephone

and telefax charges would permit a thirty-day lapse between the

date the bill is received and payment. Mr. Zeliff's April 29,

1990 personal payment of $1,233.20 was applied against four

charges billed the Committee by the Inn between January 26, 1990

and April 30, 1990. Application of a thirty-day payment window

13. Because Mr. Zeliff's reimbursement of $3,558.35 in February or
March was reported as covering multiple categories of services, this
Office has prorated the telephone charges by determining the ratio
of all telephone charges to total charges billed the Committee
(15.8%) and applying that percentage to Mr. Zeliff's payment. This
procedure results in the allocation of $562.22 to telephones.
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leaves $674.56 as not having been reimbursed within a commercially

reasonable time.

It one first applies Mr. Seliff*s personal, telephone-related

payment of $562.22 in February or March, 1991 to the telephone

charge of $534.02 contained in the December 17, 1990 invoice, and

if one assumes that the payment was made in February as per the

notation on the December invoice, this payment still falls outside

the thirty-day time frame, again resulting in a corporate

contribution of $S62.22.

With regard to the remaining $3,762.46 in reimbursements for

telephones and telefaxes made by the Committee, the timing of

these repayments would place much of the $3,762.40 outside the

thirty-day period and thus outside a comercielly reasonable time.

Of the $737.09 payment on December 20, 1989, $369.62 in charges

was invoiced more than thirty days before the payments of the

$3,567.37 covered by payments in January, February or March, 1991,

approximately $3,0S3 was invoiced more than thirty days before the

first payment. Thus, a minimum of $3,422.82 for telephone and

telefax usage would have constituted corporate contributions by

the Inn even if reimburseents by the Committee were permitted.

Mr. Zeliff's reimbursements on April 29, 1990, covered a $50

debt for copying incurred in August, 1989 and an additional $397

incurred in February, 1990. The $50 represented 20 copies a day

at $.10 a copy for five weeks. The $397 charge represented

"approx. 27,000 copies x .0147 for excess on CFI maintenance

agreement for copier.*
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Payments for the copying charges were made by the appropriate

person, pursuant to 11 C.r.R. 9 114.9(a); however, because

Mr. Zeliff's overall use of the Inn's facilities was more then

occasional, isolated or incidental, the appropriate repayment

standards are those at S 114.9(a)(2). The $50 charge appears to

have net the requirements of this regulation with regard to method

of calculation; however, payment of the $50 took place eight

months after the charge was billed, taking it outside the

regulation's "commercially reasonable time* requirement. A

thirty-day payment period is standard in the copying business.14

The $397 charge was apparently reached by the Committee's

application of 11 C.F.R. 5 114.9(a)(1) which permits charges for

occasional, isolated, or incidental use to be based upon the

amount by which a corporation's overhead is increased. However,

as stated above, the appropriate regulation, given fr. Zeliff's

extended use of corporate facilities, is 11 C.F.R. $ 114.9(a)(2).

Thus, the proper charge for the 27,000 copies would have been the

normal and usual rental charge for the use of the copying machine,

not the amount by which the corporation's maintenance agreement

was exceeded. Application to the 27,000 copies of the $.10 per

copy approach used by the corporation in connection with the

August, 1989, bill for $50 discussed above would result in a

required reimbursement of $2,700 and an actual under-reimbursement

of $2,303 ($2,700 - $397). Given the thirty-day standard payment

14. A conversation by staff with a small, Washington copying
business confirmed the thirty-day standard period.
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period in the copying business, even the Committee's $397

repayment was out of time. Thus, a corporate contribution of the

full $2,700 resulted from this later use of the Corporation*s

copier.

3. undifferentiated Reimbursement

The Committee's August 5, 1989, payment of $2,610.64 to the

Inn covered an estimated charge of $350 for Ocopies, faxes, phone

calls on Watts and CFI lines, postage, stationery, supplies' used

during June and July of that year. No breakdown of the $350

charge by category has been provided, nor is information in hand

as to the exact month in which these charges accrued. However,

all of the items listed apparently were used by Nr. Zeliff as

stockholder/candidate and/or by his secretary and thus were

eligible to come within the coverage of 11 C.F.R. 5 114.9(a)(2).

However, because it was the Committee, not the stockholder, who

made the reimbursement, the requirements of this regulation were

not met.

b. Transportation Using Corporate vehicles

11 C.F.R. 5 114.9(e)(2) permits the use of corporation-owned

or leased means of transportation such as cars or vans by a

candidate, a candidate's agent or another person traveling on

behalf of the candidate, who must reimburse the corporation at the

normal and usual rental charge within a commercially reasonable

time. Reimbursement must be made with campaign funds.

In the present matter, the candidate, Mr. Zeliff, used a van

owned or leased by the Inn to make campaign-related trips.

Through April, 1990 the Inn charged the Committee a rate of $.279
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per mile a figure assertedly based upon AM estimated costs for

operating a vehicles in May, 1990 this rate was raised to $.20.

According to the invoices, beginning in August, 1990, and

continuing through the November election, a second vehicle, a 'red

Cri truck' was also used for campaign purposes. The Committee was

charged $.30 per mile for use of the truck. 1 5

Mr. Zeliff and the Committee, as required by 11 C.F.R.

1 114.4.9(e)(2), reimbursed the Corporation for a total of

$16,034.45 in charges related to the use of the Inn's van. The

following are the charges made by the Inn for van and truck usage

and the dates of payment:

Date Incurred Date Billed Amount Date Paid

8/69 8/31/89 $ 500.00 12/29/89
9/89 9/29/89 279.00 12/29/89

10/89 10/27/69 535.68 12/29/89
11/89 11/24/89 412.92 12/29.89
12/89 12/29/89 100.24 12/20/89
1/90 1/26/90 591.48 4/29/90
2/90 2/23/90 407.34 4/29/90
3/90 3/31/90 641.70 4/29/90
4/90 4/30/90 l,062.52 4/29/90
5/90 5/31/90 1,456.55 12/20/90; 1/30/91

& 2/13/916/90 6/30/90 1,811.60 12/20/90; 1/30/91
G 2/13/917/90 7/31/90 2,289.00 12/20/90; 1/30/91
& 2/13/91

8/90 8/31/90 1,097.84 12/20/90; 1/30/91
& 2/13/91

9/90 9/28/90 1,805.05 12/20/901 1/30/91
& 2/13/9110/90 10/31/90 2,293.11 12/20/90; 1/30/91
& 2/13/9111/90 11/10/90 730.22 12/20/90; 1/30/91
& 2/13/91

Total $16,034.25

15. These figures for costs per mile were apparently taken from a
AAA publication entitled "Your Driving Costs." The cost per mile
figures take into account gasoline and oil, maintenance, tires and
ownership costs such as insurance and depreciation.



Apparently the rates charged the Committee for use of the van

and truck represented normal and usual charges. Thus, the

remaining issue is whether the reimbursements were made within a

commercially reasonable time.

Again, there is no evidence in hand that it was the usual

practice of the Corporation to provide vehicles for use by

customers. Within the rental car business it is apparently a

relatively comton practice to provide a thirty-day payment period.16

Application of this approach to the Committee and candidate's

reimbursements for vehicle use results in at least $11,751.97 in

late repayments.17

c. Corporate Advances to Third-Partr Vendors

The provisions of 11 C.F.R. S 114.9 permit the use by certain

persons of a corporation's own facilities for campaign-related

activities. They do not cover corporate advances on behalf of

candidates or their committees in the form of corporate payments of
bills submitted by third party vendors to such committees for which

reimbursements are later made to the corporation. See MUM 3143.

11 C.F.R. 5 116.3 permits corporations to extend credit to

16. Alamo provides for this length of payment period. Somecompanies such as Avis require the use of a credit card and thus
immediate payment.

17. Because the $5,000 payment made by the Committee onDecember 20, 1990 was reported generally as being for expensereimbursement, it is necessary to determine what fraction of thatpayment should be allocated to vehicle expenses. The overall
payments for this purpose represented 45.7% of the totalreimbursements paid the Inn. Using this percentage, $2,285 of the$5,000 should be allocated to vehicle costs. The $730.22 chargefor December was therefore covered by this payment, taking thischarge out of the total of corporate contributions.



political committees, but only if the credit is extended in the

ordinary course of the corporation's own business.

According to the invoices submitted by the Inn, certain of

the charges to the Committee apparently covered payments made by
the Inn on behalf of the Committee to other vendors, including

payments to Office Market, Conway Supply, Jackson Corner Store and

s.z.V. for office supplies, to Federal Express for postage, to

unnamed vendors for newspapers, to Conway Supply for materials for

signs, and to unnamed vendors in the form of credit card charges.

These payments totaled at least $3,040.14.18 The charges did not

involve the use of the Inn's own facilities; nor is there evidence

that the Inn paid these types of charges for its customers in the

ordinary course of its business. Thus, these charges do not fall

within the requirements of either 11 C.F.R. S 114.9 or 11 C.r.R.

S 116.3(b) and, consequently, must be treated as advances and,

therefore, contributions to the Committee in violation of 2 U.S.C.

S 441b. See, again, RUR 3143.

d. Secretarial Services

As is also stated above, two individuals, Judy Galluzzo and

Lois Nelson, provided secretarial services for Mr. Zeliff in

connection with his campaign starting in June of 1989 and

extending through the last half of that year. The election-

related shares of these individuals' salaries totaled $5,865.30.

18. The undifferentiated payment of $350 in August, 1989,
included reimbursements for "postage, stationery, supplies", aswell as "copies, Watts line and Faxes." No portion of this
payment is included in the total of $3,040.14.
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11 C.F.R. S 114.9 "applies only to the use of corporate
facilities and does not include the use of the paid services of

corporate employees. Therefore, this section cannot be read as

supporting or authorising . . . reimbursement . . . regarding the

compensation paid to . . . employees for the political services

rendered to Federal candidates." Advisory Opinion 1984-24. The

question in the present matter then becomes whether the provision

of such services was within the ordinary course of business of the

Corporation, pursuant to 11 C.F.R. 5 116.3. There is no

indication that the Inn extended credit for, or even provided,

secretarial services to its customers in the ordinary course of

its business. Thus, the provisions of Section 116.3 would also

not apply. The Inn's payments of the secretaries, salaries

constituted advances and, accordingly, corporate contributions

totaling $5,665.30, in violation of 2 U.S.C. 5 441b.

even if one were to include the provision of secretarial

services as a use of corporate facilities, the fact that the costs

of these services were reimbursed by the Committee, not by
Mr. Seliff as stockholder, would take then outside the provisions

of 11 C.F.R. 5 114.9(a)(2). Nor did the timing of certain the

payments meet the requirements of this regulation. While the

Committee's payment of $1,532 on August 5, 1989, came within five

days of receipt of the relevant invoice, the payment of $4,333.30

on December 20, 1989, covered five months of invoices, three of

which were paid more than thirty days after the dates of the

invoices. The charges for secretarial services covered by these

three invoices totaled $2,527.80.
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e. dad Severage!

lr. Seliff and the Committee together made expenditures to

the inn totaling $4,169.85 to cover the invoiced costs of food and

beverages, including charges for a dinner held on November 1.

1989, at the Inn ($420), an announcement dinner held on

April 3, 1990. at the Inn ($680.72), and a party held on

December 17, 1990, at the Inn ($1,345.62). Also included on the

invoices were, inter alia, other seals at the Inn's restaurant,

coffee and sodas for volunteers, and a cabana charge.

Counsel has stressed that the Inn's business includes food

services. Therefore, it appears that the dinners and other food

and beverage-related items included on the invoices from the

Corporation involved extensions of credit in the ordinary course

of the Inn's business as permitted by 11 C.P.R. S 116.3.

The timing of certain of the payments, however, appears to

have been longer than that accorded other customers. As noted

above, in his affidavit attached to counsel's November 13, 1991

response to interrogatories, the Inn's bookkeeper, Kenneth Kaslow,

stated that "tihe Inn has in the past received credit extensions

of three months from its vendors." No such statement was included

with regard to the Inn's practice of extending credit to its own

customers.

The dates on which the debts here at issue were incurred and

billed, and the dates of payment are as follows:

Date Incurred Date Billed Amount Date Paid

5/25/89 7/31/89 $317.00 8/5/89
7/12/89 7/31/89 25.66 8/5/89
6/5-7/31/89 7/31/89 30.00 8/5/89
11/1/89 11/24/89 489.45 12/20/89



Date Zarsed

8/1-0/31:/89
S/1-6/31/49
9/1-9/30/89
9/3-10/27/39
10/11/39
10/23-11/24/89
1/23/89-12/29/89
12/30/9-1/26/90
12/26/9
1/2S/90
3/10/90
3/18/90
3/19/90
3/20/90
4/3/90
4/2S/90
6/2/90

6/90

8/90

11/6/90

12/7/90

8/31/89
6/31/69
9/29/89
10/27/89
10/27/89
11/24/89
12/29/89
1/26/90
1/26/90
1/26/90
3/31/90
3/31/90
3/31/90
3/31/90
4/30/90
4/30/90
6/30/90

6/30/90

8/31/90

11/10/90

12/17/90

Total

Amount

100.09
2S.00
2S.00
20.00
77.0S
51.50
20.00
67.00
42.27
78.00
25.65
3.19

33.44
23.86

680.72
11.03

507.54

27.00

47.98

95.00

1.345 .62
$4, 169.05

Dat Paid

4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90

12/20, 1990; 1/30
a 2/13, 1991

12/20, 1990; 1/30
& 2/13, 1991

12/20, 1990; 1/30
& 2/13, 1991

12/20v 1990; 1/30
& 2/13, 1991

12/20, 1990; 1/30
& 2/13, 1991

As stated above, counsel has cited RNU 3070 as precedent for

permittin9 outstanding amounts to be owed a vendor for more than a

year after the debts vere incurred. In that matter, hovever, the

committee, prior to incurring the $12,198 debt at issue, had paid

the vendor almost $45,000 as consulting fees and for expenses

incurred on the campaign's behalf over a period of four months in

1987 and 1988. On that basis and on the basis of statements

received from the vendor concerning its general practices

regarding the collection of debts, it was determined that the

vendor had established a business arrangement with the candidate

committee for consulting services in connection with the 1988

election. The vendor had apparently proceeded in the ordinary
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course of its business, including extending credit in a manner

substantially similar to that extended other, nonpolitical

debtors.

In the present matter it has not been shown that it was the

usual practice of the inn to extend any credit to its customers.

Therefore, it appears reasonable to apply at most a thirty-day

time limit to the period between the receipt of an invoice and

payment, beyond which a corporate contribution would result. 19

Application of a thirty-day standard to the charges listed

above results in at least $3,422.44 in corporate advances for food

and beverages not repaid within a commercially reasonable time.

The late payments resulted in corporate contributions to the

Committee in violation of 2 U.S.C. 5 441b.

f. 0mz and Recomendation

The above analysis of particular categories of advances and

reimbursements results in the following total amount of corporate

contributions:

Third party vendors - $3,040.14
Salaries - 5,865.30
Telephone, telefax - 4,999.02
Copying - 2,700.00
Undifferentiated payment - 350.00
Vehicles - 11,751.97
Food and beverages - 31422.44

$s2,128.97

The Office of the General Counsel recommends that the

Commission find probable cause to believe that the Friends of Bill

Zeliff Committee, and Robert D. Goodman, as treasurer, violated

19. Application of a thirty-day period extends the benefit of the
doubt to respondents and also acknowledges that several charges
were for parties rather than individual meals.
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2 U.S.C. S 441b(a) by knowingly accepting advances made by
Christmas Farm Inn, Inc. on behalf of the Committee, and by
knowingly accepting the use of corporate facilities without the
requirements of 11 C.F.R. S 114.9 having been met.

C. Failure to File 48 Dour Notices
2 U.S.C. 5 434(a)(6)(A) requires principal campaign committees

of federal candidates to notify in writing either the Secretary of
the Senate, the Clerk of the U.S. House of Representatives, or the
Commission, as appropriate, and the Secretary of State, of each
contribution totaling $1,000 or more, received by any authorized
committee of the candidate after the 20th day but more than
48 hours before any election. This statute requires notification
within 48 hours after the receipt of the contribution, including

the name of the candidate and the office sought, the date of
receipt, the amount of the contribution, and the identification of
the contributor. This notification is in addition to all other
reporting requirements. 2 U.S.C. 5 434(a)(6)(5).

On February 27, 1991, the Commission found reason to believe
in NUR 3226 that the Friends of Bill Zeliff Committee and its
treasurer had violated 2 U.S.C. S 434(a)(6) by failing to file
48 hour reports with regard to certain candidate loans received
prior to the September 11, 1990 New Hampshire primary election.
The Commission offered at that time to enter into preprobable cause
conciliation. On April S, 1991, counsel for the respondents
requested that further proceedings be deferred in MUR 3226 until
the Commission had acted in the present matter. Counsel also asked
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that the two matters be merged. On August 23, 1991 the Commission

voted for merger, with the matter to be designated NUJ 3191.

The Commissionvs reason to believe determination involved the

Committees failure to file required notices for two loans totaling
$97,000 which it had received from the candidate. These loans

included one in the amount of $40,000 received on August 28, 1990,

and a second in the amount of $57,000 received on September 4,

1990. The Comittee has not contested the Commission's finding.

The Office of the General Counsel recommends that the

Commission find probable cause to believe that the Friends of Bill

Seliff Committee and Robert D. Goodman, as treasurer, violated

2 U.S.C. 1 434(a)(6).
liIo G33~&L, COINS3L' B3CONIUD&_ xoN

Find probable cause to believe that the Friends of BillZeliff Committee and Robert D. Goodman, as treasurer, violated
2 U.S.C. 5 441b and 2 U.S.C. 5 434(a)(6).

Genel ouse
Gene ral Counsel
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In the Matter of )
)

MUR 3191
)

Christmas Farm inn, Inc. )

G3NERAL COOSKL'S BR3

I. BTAT3RUmT OF TIM CAS8

In response to the filing of a complaint, the Commission on

August 13, 1991 found reason to believe that Christmas Far3 Inn,

Inc. ('the Corporation') had violated 2 U.S.C. 5 441b by making

loans, and by permitting the use of other assets of the

Corporation by the William H. Zeliff, Jr. ('the candidate') and

the Friends of Bill Zeliff Committee ('the Committee'), to support

Nr. Zeliff's 1990 campaign for the United States House of

Representatives.

I. ANALY818

A. Draws on Sqult In Subchapter S Corporation

According to amended reports filed with the Commission by the

Committee, William H. Zeliff, Jr. made $216,000 in loans to the

Committee from funds other than bank loans during the 1989-90

election cycle. Information provided in response to the complaint

indicated that $209,000 of the $216,000 was made up of draws

against Mr. Zeliff's equity in Christmas Farm Inn, Inc. The

Corporation is a close corporation which is jointly owned by

William H. Zeliff, Jr. and Sydna T. Zeliff, and which has elected

Subchapter S tax status.



1. Statutory and Regulatory grovisions

The Federal 3lection Campaign Act of 1971, as amended, (Nthe

Act") prohibits "any corporation whatever" from making

contributions in connection with an election to federal office.

2 U.S.C. S 441b. Candidates for the office of United States

Representative may make unlimited campaign expenditures from

personal funds. 11 C.F.R. 5 110.10(a). Personal funds are

defined as *[a)ny assets which, under applicable state law, at the

time he or she became a candidate, the candidate had legal right

of access to or control over, and with respect to which the

candidate had either: (i) [liegal and rightful title, or (ii) (ain

equitable interest." 11 C.F.R. S l10.l0(b)(1). A candidate may

use as personal funds his or her portion of assets jointly held

with his or her spouse, the portion to be considered personal

being the candidate's share according to the instrument of

conveyance or ownership. "if no specific share is indicated by an

instrument of conveyance or ownership, the value of one-half of

the property used shall be considered as personal funds of the

candidate." 11 C.F.R. 5 110.10(b)(3).

2. Subchapter S Corporations

The purpose of the Subchapter S provisions in the Internal

Revenue Code is to permit small incorporated businesses, or close

corporations, 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
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passed through. A shareholderes 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 individual. 26 U.S.C. I 1366(c) and

(d). See generally Byrne v. C.Z.R., 361 F.2d 939 (7th Cir. 1966).

Unreimbursed payments by a Subchapter S corporation of the

personal expenses of shareholders must be recorded as

distributions of income and must be reported as taxable income.

American Trading Partners9 L.P. v. A-1 International Importin2

tnterprises, Ltd., 770 F. Supp. 273, 275 (S.D. Pa. 1991).

3. Responses

Counsel for the Corporation and for all other respondents in

this matter have submitted a response to the Conmission's Factual

and Legal Analyses, as wel as answers to interrogatories and

numerous documents, the latter including a second affidavit signed

by Kenneth Kaslow, bookkeeper for the Corporation. Mr. Kaslows

initial affidavit was submitted with counsel's response to the

complaint. Additional responses to follow-up questions and

document requests have also been received.

In his second affidavit, Mr. Kaslow states that Christmas

Farm Inn was "incorporated as a Subchapter S corporation in 1977.

At that time, William and Sydna Zeliff transferred their personal

property used in connection with their former unincorporated

business (known as Christmas Farm Inn) to the Inn. That personal
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property consisted of the Inn itself, all furnishings and

equipment.0 Mr. Kaslow goes on to state,

Fro January of 1989 through the 1990 election, William
and Sydna Zeliff were the only two owners, directors and
officers of the Inn. William B. eliff, Jr., served as
President of the Inn and Sydna T. Zeliff served as
Treasurer of the Inn. William Zeliff, as President,
exercised discretionary aythority to order any payments
or loans made by the Inn.

During the 1989-90 election cycle the Committee reported the

following assertedly personal loans from Mr. Zeliff:

3/30/90 - $10,000
4/18/90 - S,000
5/3/90 - 3,000
8/7/90 - 30,000
8/14/90 - 20,000
8/20/90 - 25,000
8/28/90 - 40,000
9/4/90 - S7,000
9/11/90 - 20,000
12/3/90 - 6 000

$2T

In response to the complaint, counsel stated that $7,000 of

the $216,000 came from Mr. Zeliff's salary and other income, while

$209,000 was in the form of checks drawn from the Inn's account

which represented cash draws against Mr. Zeliff's equity in the

Corporation. Mr. Kaslow stated in his first affidavit that

0[alccording to Christmas Farm Inn, Inc.'s records, from May 1,

1989, to December 31, 1990, William H. Zeliff, as a half owner,

drew from Christmas Farm Inn, Inc., a total of $209,000 for

1. In an earlier affidavit Mr. Kaslow stated that Christmas Farm
Inn, Inc., is made up of "three separate local small businesses:
Christmas Farm Inn, a country inn, Yesterday's Restaurant, located
at the Inn, and the Jackson Corner Store. Each of these three
businesses is located in Jackson, New Hampshire."



eapailgn purposes. " 2 These draws were recorded by the Corporation

as loans. 3 As of the Committee's 1992 Year and Report, either

$26,008 or $33,006 of the $209,000 had been repaid by the

Committee to Mr. Zeliff, depending upon whether $7,000 of the

$33,008 in repayments is considered to have covered the loan from

Mr. eliffrs salary and other income.

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

that the Corporation had violated 2 U.S.C. S 441b in connection

with the $209,000 in loans, counsel argued that the monies which

Mr. Xeliff obtained from the Corporation to make the loans to the

2. In his first affidavit Mr. Kaslow stated that the
corporationts assets were appraised at in September,
1969. As of December 31, 1990, the corporation had outstanding
mortgages and debts of leaving Joint equity
available to the owners of Thus, the value of
Mr. Seliff's equity interest at the end of 1990 was

3. Certain of the loans reported by the Committee can be matched
by date with the loans recorded on the Corporation's written
record. The following lists the apparent matches:

Loan from Corporation Loan to Committee

S/9/90 - $10,000
6/1/90 - 20,000 8/7/90 - $30,000
8/13/90 - 20,000 8/14/90 - 20,000
8/2S/90 - 25,000 8/20/90 - 2S,000
8/17/90 - 40,000 8/28/90 - 40,000
9/4/90 - 60,000 9/4/90 - S7,000
9/11/90 - 20,000 9/11/90 - 20,000
12/3/90 - 7,500 12/3/90 - 6,000

It is not possible to pair the earlier loans to the Committee
with particular loans from the Corporation. The following are the
apparently unmatched loans:

Loan from Corporation Loan to Committee

4/30/90 - $10,000 3/30/90 - $10,000
4/17/90 - SO00
5/3/90 - 3,000
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Cemittee wetre his personal funds, pursuant to 11 c.r.a.

I 110.10(b)(1). Counsel further asserted that, while it is

correct that a Subchapter $ corporation's profits remain the

property of the corporation until a dividend or profit is declared

by the shareholders,

Itihis conclusion pertains solely to legal title.
While l title may vest in the corporation, the
(Commiisi-ons Factual and Legal) Analyses ignore
Congressman Zeliff's e itable interest in one-half
of the Inn's assets. Iection110.10(b)(l) of the
Commission's regulations specifies that personal
funds are any assets to which the candidate has
legal title or an equitable interest. (Emphasis in
original).

Further, counsel stated that

Congressman Zeliff, as President of the Inn, had
*legal right of access too and had discretionary
*control over' the assets of the Inn. At his
discretion, Congressman Zeliff had the power to
withdraw monies from the Inn's bank accounts, sell
assets, forgive loans and declare dividends.
Because he could exercise these powers exclusively,
there was no attendant risk of undue influence upon
him by a third party, not even by his wife, Sydna
Zeliff.

Counsel also argued that, in contrast to situations involving

the use of reimburseable drawing accounts by corporate officials,

Mr. Zeliff in effect owed the amounts of the loans at issue to

himself.

[G]iven his authority at the Inn, he could forgive
the loan and declare it a dividend should he choose
to do so. In short, . . . Congressman Zeliff is
beholden to no one but himself. (Emphasis in
original.)

Counsel stated further:

This conclusion is consistent with the Inn's
treatment of accounts receivable as assets of the
Inn . . . . If 11 C.F.R. 5 l10.10(b)(1) means what
it expressly states -- that personal funds are "any
assets controlled and equitably owned by the



candidate' then the loan receivables were
similarly assets of Congressman Zeliff. He indeed
had discretionary right of control over and equity
interest in fifty percent of the Inn's assets,
including its loan receivables (i.e., Congressman
Zeliff had an equitable interest in his own
*receivables").

Far from any intention to subvert the integrity of
the political process, Congressman Zeliff's choice
to repay drawn amounts merely reflects his effort
not to diminish his own estate which consists
primarily of the Inn. The Inn's property was
originally the Zeliffs' personal property and was
transferred to the Inn upon its incorporation in
1977. Congressman and Mrs. Zeliff have spent the
last sixteen years of their lives developing,
operating and nurturing the Inn. Over their many
years of ownership, the Zeliffs have treated the
Inn's assets as their own personal assets.
Congressman Zeliff did so again in 1989 and 1990
when he ran for Congress.

4. Legal and Factual Analysis

2 U.S.C. 5 441b "prohibits corporations from using treasury

funds to make expenditures *in connection with' any federal

election . . . . 0 FEC v. Massachusetts Citisens for Life, Inc.,

("DCFL'), 479 U.S. 238, 241 (1986). This same prohibition extends

to contributions made with treasury funds.

A corporation, including a corporation which elects

Subchapter S tax status, acquires, by the act of incorporation, a

legal identity separate from that of its investors, and is subject

to regulation as such. See generally, United States v.

Richardson, 469 F.2d 349, 350 (10th Cir. 1972) ("the legislative

history of Subchapter S negates any inference that Congress



intended" corporations to lose their corporate character). 4

Corporations retain separate legal identities from their investors

no matter how they are taxed under the Internal Revenue Code.5

Therefore, the fact that a candidate may have invested his or her

personal property in a Subchapter S corporation does not mean that

the corporation's treasury funds can be viewed as the "personal

funds" of the candidate for purposes of the Federal Election

Campaign Act, ("the Act'). Nor does the fact that the

corporation's income is passed through to the shareholders for

taxation purposes change the corporate nature of the new entity.

(See MU 3119).

In the present matter, Christmas Farm Inn, Inc., possesses

all the characteristics of a corporate entity prohibited from

making contributions or expenditures under Section 441b. It Is

readily distinguishable from a corporation exempted, pursuant to

NCFL , from the prohibitions of this statutory provision in that it

was formed to engage in business activities for profit, not to

4. "Electing to file as a Subchapter S corporation does not
make [the corporation) anything less than a valid corporation

." Reiherser v. Shannon, 581 F.2d 1266, 1273 (7th Cir,
1978). "As a general rule, courts and legislatures adhere to the
notion that a corporation is a legal entity separate from its
shareholders." 1 r. O'Neal & R. Thompson, Close Corporations,
S 1.10 (3rd ed. 1986). "Whatever the factual context, courts
rarely permit a corporation to be disregarded for the benefit of
its own shareholders. Persons who chose the corporate form of
doing business are held to the consequences of that decision."
Id., S 1.10(E).

5. "The congressional desire to provide an alternative form of
doing business (as Subchapter S corporations) does not suggest an
intention to treat electing corporations as partnerships or
proprietorships for tax purposes." Johnson v. U.S.., 386 F. Supp.
374, 377 (E.D. Kentucky, 1974).



-9-

promote political ideas. 479 U.S. at 264.6 Therefore, Christmas

Fars Inn fits the description of the "type of 'traditional

corporatiolnJ organized for economic gain, . . . that has been

the focus of regulation of corporate political activity" sustained

by the Supreme Court. Id. at 259, quoting P8C v. National

Conservative Political Action Committee, 470 U.S. 480, 500 (1985).

Counsel argues that while Mr. Zeliff may not have legal right

or title to the Corporation's assets, he "equitably owns one-half

of the Inn and exercises undisputed, discretionary control over

use of the Inn's assets. Therefore, the Inn's assets constitute

Congressman Zeliff's personal funds under the express provisions

of 11 C.F.R. I ll0.10(b)(1).*

While it is accurate that Section ll0.l0(b)(1) defines a

candidate's personal funds as including assets in which the

candidate has an equitable interest, this provision must not be

read in isolation, but rather in conjunction with all provisions

of the Act. The Act's prohibition against corporate contributions

is broad and is intended to prevent any corporate funds from

6. The Supreme Court in MCFL held that the Act's prohibition on
corporate expenditures could-not be constitutionally applied to
nonprofit incorporated organizations that meet three essential
criteria: (1) the corporation was formed for the express purpose
of promoting political ideas, not to engage in business
activities; (2) it has no shareholders or other persons affiliated
with it who would have a claim on its assets or earnings; and (3)
it was not established by a business corporation or labor union
and does not accept contributions from such entities. The Court's
distinction was between the use for political purposes of
profits accumulated through the corporate form and the activities
of corporations created for purposes of disseminating ideas, "not
to amass capital." 479 U.S. at 259.
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flowing into campaigns for federal office.7 Section 110.10 was

intended by the Commission to clarify a candidate's personal

relationship to the contribution and expenditure limitations

imposed by 2 U.S.C. 5 441a, particularly in light of the Supreme

Court's decision in Buckley v. Valeo, 424 U.S. 1, 51-54

(1976) regarding the unconstitutionality of limitations on a

candidate's own expenditures from personal funds. Section 110.10

was not intended to provide an exception to 2 U.S.C. S 441b for

the use by candidates of corporate assets. In the present matter,

the loans provided to the Zeliff campaign came from the

Corporation's general treasury account and thus resulted in the

prohibited infusion of corporate funds into the campaign, whether

or not Mr. Zeliff had an equitable claim to the monies involved.

Nor does Counsel's emphasis upon the control which Mr. Zeliff

exerted over the assets of the Corporation diminish the corporate

nnature of those assets. Because the funds at issue came in the

form of loans which Mr. Zeliff was obligated to repay, the funds

were controlled by the Corporation, not by Mr. Zeliff.
Mr. Zeliff could have obtained these funds from the Corporation

through various means other than loans, (e.g., directing a

7. Prior to enactment of the Federal Election Campaign Act
corporate contributions in federal elections were prohibited by
18 U.S.C. S 610. This provision was transferred to the Act in
1971, with the addition of a new paragraph defining 'contribution
or expenditure' to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money, or any
services, or anything of value to any candidate, campaign
committee or political party or organization. . .. . H.R. Rep.
No. 92-752, 92d Cong., 1st Sess. 30, reprinted in FEC, Legislative
History of the Federal Election Campaign Act of 1971, at 817, 846
(1981).



ditbursement, liquidating his interest in the Corporation and
using the proceeds from that liquidation, using his interest as

collateral for a bank loan, or loaning his shares in the

Corporation to the Committee); however, the method he chose,

namely his borrowing of the monies from the Corporation's treasury

and then his lending of those funds to the Committee, resulted in

the flow of corporate monies into his campaign.

S. lecoiundatlom

The Office of the General Counsel recommends that the

Commission find probable cause to believe that Christmas Farm Inn,

Inc. violated 2 U.S.C. S 44lb(a) by making loans totaling $209,000

to William D. Seliff, Jr. which he then lent to the Friends of

Sill Zeliff Committee.

a. Corporate Advaces

The Commission has also found reason to believe that the

Corporation violated 2 U.S.C. S 441b by making corporate in-kind

contributions to the Committee in the form of goods and services

for which the Corporation was not reimbursed within a commercially

reasonable time.

1. Statutory and egulatory Provisions

AS stated above, 2 U.S.C. S 441b(a) prohibits the making of

corporate contributions in connection with elections to federal

office. 2 U.S.C. S 441b(b)(2) defines *contribution" to include
"any direct or indirect payment, distribution, loan, advance,
deposit or gift of money . . . or anything of value . . . in

connection with any election' to federal office.
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11 C.F.R. 5 116.3(b), which Is part of the regulatory scheme

addressing debts owed by political committees or candidates,

provides that *(a) corporation in its capacity as a commercial

vendor may extend credit to a candidate, political committee or

another person on behalf of a candidate or political committee

provided that the credit is extended in the ordinary course of the

corporation's business . . . ." (Emphasis added.) 11 C.F.R.

j 116.1(c) defines "commercial vendor* as "any persons providing

goods and services to a candidate or political committee whose

usual and normal business involves the sale, rental, lease or

provision of those goods or services.'

*Ordinary course of business' encompasses both the nature and

conduct of the creditor's business and the timing involved in the

extension of credit. See, e.g., WUR 1741. The payment by a

corporation of amounts owed by a political committee to another

vendor would not generally be within the ordinary course of

business of the payor, exceptions being found in the provision of

certain types of consultant or managerial services where purchases

or sub-contracts are part of an agreement with a committee

regarding the services to be rendered.

Pursuant to 11 C.F.R. 5 114.9(a)(1), stockholders and

employees of a corporation may make "occasional, isolated, or

incidental use" of that corporation's facilities 'for individual

volunteer activity in connection with a Federal election" and must

reimburse the corporation only to the extent that the operating

costs or overhead of the corporation are increased. 11 C.F.R.

5 114.9(a)(1). "Occasional, isolated, or incidental use" is



defined to mean activity by a stockholder during working hours

which does not interfere with the normal activities of the

corporation, activity by employees which does not prevent the

completion of the normal amount of work usually accomplished by

those employees, and "(any such activity which does not exceed

one hour per week or four hours per month, regardless of whether

the activity is undertaken during or after normal working hours

.... O" 11 C.F.R. S 114.9(a)(1).

If stockholders or employees make more than occasional,

isolated or incidental use of corporate facilities, they must

reimburse the corporation "within a commercially reasonable time

for the normal and usual charge . . for the use of such

facilities." 11 C.F.R. S 114.9(a)(2).
C*4

111 The provisions of 11 C.F.R. 5 114.9(a)(1) and (2) are meant

'*0 to provide a limited avenue for stockholders and employees to use

ncorporate facilities in connection with their own volunteer

campaign activity. These provisions require that the stockholder

or employee providing volunteer services personally reimburse the

corporation for his or her own use of its facilities. See General

Counsel's brief, NUR 2185. If the stockholder or employee does

make the required reimbursement, that repayment is still subject

to examination with regard to amount and timing.

11 C.F.R. S 114.9(c) permits any person other than a

stockholder or employee of a corporation, including a political

committee, to use corporate facilities to produce materials for a

federal campaign as long as the corporation is reimbursed "within

a commercially reasonable time for the normal and usual charge for
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producing such materials in the commercial market." Persons,

including political committees, who are not stockholders or

employees may also use such corporate facilities as telephones,

typewriters or furniture in connection with a federal election, as

long as the corporation is reimbursed for the use of these

facilities 'within a commercially reasonable time* for "the normal

and usual rental charge . . . for the use of the facilities."

ii C.F.R. 5 114.9(d). A candidate, candidate's agent, or other

person traveling on behalf of a candidate who uses a means of

transportation owned or leased by a corporation, such as vans and

trucks, must reimburse the corporation for such use "within a

commercially reasonable time . . . at the normal and usual rental

charge." 11 C.F.R. S 114.9(e)(2). In this last instance the

reimbursement must be made with campaign funds.

'Commercially reasonable time' is not defined in the

regulations. In situations in which a corporation normally

operates as a vendor of the goods and services involved, the

Commission has compared billing and payment timing accorded a

political comaittee/customer with that accorded other customers of

the same corporation. In situations in which a corporation does

not normally provide the goods and services at issue, as when its

facilities are used by volunteers, it becomes necessary to compare

its charging and collection processes with those of outside

vendors who do normally provide such goods or services.

2. Factual Responses

In response to the complaint in the present matter, and later

in response to interrogatories and follow-up questions, counsel



explained that between July 26, 1989 and December 17, 1990 the

Corporation billed the Conittee for a total of $35,094.40 in

goods and services. A review of the Committee's reports shows

payments by the Committee to Christmas Farm Inn of $2,610.64 on

August S, 1989, and of $737.09, $4,333.30, $1,828.04 and $489.45

on December 20, 1989, bringing the total of reported expenditures

to the Corporation in 1989 to $9,998.52.

On April 29, 1990 Mr. Zeliff personally reimbursed the

Corporation in the amount of $6,752.84, a payment not reflected in

the Committees reports. 8 During the period beginning with the

second quarter of 1990 and ending on December 31 of that year the

Committee reported an accumulation of $18,343 in debts owed the

Corporation,9 against which the Committee paid the Corporation

$5,000 on December 19, 1990 and $9,784.69 on January 28, 1991, and

the candidate paid $3,558.35 on March 6, 1991.

In their August 31, 1992 response to follow-up questions,

counsel stated that the Committee's $2,610.64 expenditure to the

Corporation on August 5, 1989 was in full payment of a July 31, 1989

invoice *for services, supplies, food, and beverages supplied by the

Inn in June and July, 1989." The attached invoice shows a total of

$2,676.19 in expenses from which $65.5 was deducted for unexplained

reasons. The $2,676.19 included a $1,532 salary cost related to

Judy Galluzzo's secretarial work for the Committee between June 5

8. Counsel have indicated that an amended report will be filed
reflecting this payment. None had apparently been filed as of the
date of this brief.

9. The Inn's charges were reported on the Committee's quarterly
reports as debts incurred during the relevant period.
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end July 28, 1989t that amount equaled one half of her salary for

that period. The remaining itemized charges included $317 for a

cookout, $2S.66 for a cabana charge, $267.81 and $43.47 in *Office

Rarket charges' (apparently for office supplies), $94 for

stationery, $30 for coffee and soda for volunteers, $16.25 for

newspapers, and $350 as a combined estimate for "copies, faxes,

phone calls on watts and CFi lines, postage, stationery, supplies.'

The Committee reported a December 20, 1989 repayment of $737.09

as having been for "telephone reimbursement.* According to

counsel's responses and the attached invoices, this reimbursement

covered five invoiced amounts for telephone usage as follows:

Date 1 0  Amount

8/31/89 $100.00
9/29/89 143.77
10/27/89 126.05
11/24/89 164.25
12/29/89 203.02

According to counsel, the Committee's reported payment of

$4,333.30 on December 20, 1989 was for the "prorated salaries of

two Inn employees . . . who performed secretarial services for both

the Inn and the Comittee." This payment covered the following

invoiced amounts paid to Judy Galluzzo and, for three weeks in

December, to Lois Nelson:

Date Amount

8/31/89 $ 957.50
9/29/89 191.50
10/27/89 1,378.80
11/24/89 957.50
12/29/89 848.00

$4,3.T0

10. In each instance the date is that of the invoice.
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The Committee's payment of $1,828.04 on December 20, 1989 was
for the use of the Corporation's van. it covered the following

invoiced amounts:

Date Amount

8/31/89 $ 500.00
9/29/89 279.00
10/27/89 535.68
11/24/89 412.92
12/29/89 100.44

$1. rr2"r

The final December 20, 1989 expenditure of $489.45 was in full

payment for food and beverages provided by the Corporation for a

dinner held on November 1, 1989. This amount was included on the

November 24, 1989 invoice sent to the Committee.

Mr. ZSliff's payment to the Committee of $6,752.84 on

April 29, 1990 apparently covered $961.56 in items included in the

invoices submitted to the Committee by the Corporation between July

and December, 1989, but not covered by the Committee's December 20

payments, plus invoices totaling $5,791.28 received between January

and the end of April, 1990. According to the invoices presented to

the Committee, the $961.56 covered the 1989 services and charges

grouped below by purpose:

Date Amount Purpose

12/29/89 $ 98.50 Postage

9/29/89 $ 100.45 Office supplies
10/27/89 148.80
11/24/89 126.08
12/29/89 65.55

$ 44088

8/31/89 $ 14.65 Newspapers
9/29/89 11.72

10/27/89 11.72
11/24/89 14.65

$ 52.7
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Data

6/31/89
9/29/99

10/27/89

11/24/89
12/29/69

8/31/89

Amount Purpoe

$ 125.09 Food (including liquor,
2S.00 coffee & sodes)
77.85 (Manchester party, at cost)
20.00
51.50
20.00

$ 319.44

$ 50.00 Copying

The January - April, 1990 charges covered by the remaining

$5,791.28 of Mr. SUliff's April 29, 1990 payment covered the

following:

Amount

$231.76
442.610
431.26
127.38

$l .21

$ 591.48
407.34
641.70

1#0.2.52

$ 101.09
318.4S
53.34

0
$4717f

$ 397.00

$ 187.27
0

86.14
691.75

$ 9T5.16

Purpose

Telephone (Watts line)
Faxes

Transportation
(Vant Based on

mileage)

Office Supplies

Copying

Food (includes coffee,
liquor, etc.)

(including announcement
dinner - $680.72)

As indicated above, no reimbursements were made to the

Corporation between May and mid-December, 1990. During that period

debts totaling $18,343.04 accrued as follows:

Date

1/26/90
2/23/90
3/31/90
4/30/90

1/26/90
2/23/90
3/31/90
4/30/90

1/26/90
2/23/90
3/31/90
4/30/90

2/23/90

1/26/90
2/23/90
3/31/90
4/30/90



Date

5/31/90
6/30/90
7/31/90
8/31/90
9/28/90

10/31/90
11/10/90
12/17/90

S/31/90
6/30/90
7/31/90
8/31/90
9/218/90

10/31/90
11/10/90

5/31/90
10/31/90
11/10/90
12/17/90

S/31/90
9/28/90

6/30/90 $
(including
6/2 dinner)

6/31/90
11/10/90
12/17/90
(12/17 party)$

Amount

$ 46.25
275.12
29S.75
355.21
606.08
720.70
754.24
534.02

$1,4S6.5S
1,811.60
2,289.00
1,097.84
1,80S.05
2,293.11

730.22

$ 32.75
23.00
21.75
77.50

$ 422.38
193.76

$ 16.174

534.54

47.98
9S.00

1 345.622, 023. 14

Telephone

Transportation (van
and truck)

Postage

Credit card charges

Food, beverages, and
related equipment

7/31/90
8/31/90
9/28/90

10/31/90

$ 310.82
62.65
82.65
21.90

$ 478.02

Supplies for signs

As stated above, the Committee made a $5,000 payment to the

Corporation on December 20, 1990, thereby reducing the total due

to $13,343.04. This payment was reported as being for "expense

reimbursement.* According to the invoices and the Comittee's

-019-
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reports, another payment, this time of $9,784.69, was made on

January 30, 1991 for "postage, phone, milage (sic)." According to

a notation on the December, 1990 invoice, the remaining $3,SSS.35

was paid by William Zeliff on February 13, 1991. The Committee

reported this last payment as having been made on March 6, 1991,

and as having been for "postage, phone, milage (sic)."

In response to questions posed by this Office, counsel on

February 18, 1993 provided additional information as to which

individuals were involved in the various uses of the Inn's

facilities. According to counsel, the secretarial services at

issue were performed by Judy Galluzzo for Mr. Zeliff and the

Committee paid a pro rata share of her salary. Mr. Zeliff,

Me. Gallu::o and "one campaign volunteer" were those who used the

Inn's telefax machine and Watts line. The Inn's van was used by

Mr. elcff, with a campaign volunteer sometimes acting as driver.

The November 1, 1989 dinner was held at the Inn which operates a

restaurant "in the ordinary course of its business." Finally,

*Ns. Galluszo and some campaign volunteers performed all

campaign-related activities in Congressman Zeliff's personal

residence which is located on the Inn's premises."

3. L*gal Response

Counsel have argued that Mr. Zeliff "equitably owned half of

all of the Inn's supplies, equipment and vehicles used for

campaign purposes and had discretionary authority over their use."

Thus, the use of these assets assertedly fell within the

definition of "personal funds" at 11 C.F.R. S ll0.10(b)(1).

Counsel further argue that Mr. Zeliff "chose to have the Committee
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reimburse the inn for his own sound business reasons . • . and

that all of the invoices were paid within a commercially

reasonable time.

Regarding the timing of reimbursements, it is also asserted

that because "commercially reasonable time' is not defined, "the

Commission's treatment of three to six months as unreasonable

S.D . appears arbitrarily determined." Counsel argue that the

Corporation has received credit extensions of three months from

vendors, and that the Commission has "countenanced extensions of

credit of twelve months for a campaign couittee's payment for

services where that period of time was consistent with the

vendor's regular business dealings.* (Emphasis in original.)

Counsel also rely upon three enforcement matters as

precedents for the respondents' actions in the present matter.

These matters are NUR 3070, MUR 1741. and MUR 3428/3435.11

11. It is important to note that HUR 1741 and HUR 3428/3435
involved partnerships; thus, the provisions of 11 C.F.R. 5 114.9
were not applied in those matters.

In MHU 3070, the Commission addressed a complaint which
alleged that outstanding debts owed a consulting firm for as such
as two years after they had been incurred constituted in-kind
corporate contributions to the political committee which had
received the goods and services involved. The Commission approved
the recommendation of this Office that the Commission find no
reason to believe that a violation occurred because the
corporation had "established a business relationship with the
[committee) for consulting services provided in connection with
the 1988 campaign . . ." and the terms of the relationship were
"substantially similar to extensions of credit to nonpolitical
debtors." The corporation had sent past due notices to the
committee and had made verbal inquiries regarding payment over a
period of more than twelve months. Thus, the corporation's
extension of credit to the respondent political committee was
found to have been within its ordinary course of business.

MUR 1741 involved the rental of office space and the



-22-

4. Legal and Factual Analysis

As stated above at pages 7-11, the investment of a

shareholder's personal assets in a corporation does not shield

(Footnote 11 continued from previous page)
provision of goods and services by a law firm to a political
action committee. In that matter the investigation showed that
the partnership involved had an established practice of renting
portions of its space to subtenants and of providing such
subtenants with services, e.g., a receptionist, telephone call
charges, telephone equipment, postage, photocopying, furniture and
use of a conference room. The investigation also revealed that
the timing of billings sent to these other tenants for rent and
most of the other services was generally comparable to that
applied to the respondent committee, and thus this Office did not
recommend findings of probable cause to believe that late billing
for such costs constituted a violation of the Act. On the other
hand, this Office did recommend, and the Commission found,
probable cause to believe that the timing of billings specifically
for telephone equipment charges totaling $19,285.97 was outside
the ordinary course of the firm's business; these charges were
billed after delays of up to 26-27 months and the respondent was
the only subtenant or client provided such equipment.

In July, 1992, the Commission again addressed the issue of
services provided by a law firm in RUR 3428/3435. In this matter
the complainants alleged that an authorized committee had received
in-kind contributions from the partnership in the forms of office
space, equipment and support staff. The committee provided one
invoice dated October 17, 1991, which covered charges totaling
$4,715.64 for services provided between August 19 and October IS,
1991; the charges covered 'secretarial services and overtime,'
'document preparation," "communication costs' and *transportation
and refreshments'. Thus, this invoice covered a two-month period.
A second invoice dated November 15, 1991, covered charges totaling
$2,016.40 for *secretarial services and overtime, "document
preparation,' and 'communication costs". These two invoices were
paid by the committee one and ten days respectively after the
invoices were issued.

In this most recent matter the Commission rejected by a 4-2
vote the recommendations of this Office to find reason to believe
that the law firm had provided services to the committee outside
the ordinary course of business. The Statement of Reasons issued
by the Commissioners who had opposed such action emphasized that
'the law firm segregated and billed the Committee for 100 percent
of the salaries and expenses it incurred . . .. The responses
provided documentation that these bills were promptly paid
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those assets from an application of 2 U.S.C. S 441b. Whether or

not the shareholders retain equitable interests in then, the

assets become those of the corporation. Therefore, for the same

reasons as those given above with regard to the use of corporate

treasury funds, any use in the present matter of corporate assets

on behalf of the Committee must be examined in light of 2 U.S.C.

S 441b and of the regulations which interpret this provision.

Based upon respondents' invoices and Committee reports, the

Corporation billed the Committee in 1989 and 1990 for $35,094.40

in goods and services. These charges, when aggregated by

categories, included:

Salaries - $ 5,865.30
Telephone use - 5,557.66
Use of corporate vehicles - 16,034.45
Office supplies - 1,319.04
Postage - 253.50
Food, beverages & related equip. - 4,169.65
Newspapers - 66.99
Materials for signs - 478.02
Copying - 447.00
Credit card charges - 616.14
Undifferentiated payment - 350.00

$35,159 M 12
- 65.5512

a. Use of Cororate Facilities by Stockbolder/mployrws

As discussed above, 11 C.F.R. 5 114.9(a) permits the use of a

corporation's own facilities by stockholders or employees who use

those facilities for individual volunteer activity in connection

with a federal election. The types of facilities covered by this

12. As is noted above, the reason for this deduction on one
invoice is not known.
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regulation include, inter alia, telephones, telefax machines, and

copying machines. (The use of corporate vehicles is addressed at

11 c.r.R. S 114.9(e)(2) and thus is discussed separately below.)

if use of such facilities by a stockholder or employee is only

'occasional, isolated or incidental, reimbursement need only be

made to the extent that the corporation's overhead is increased.

if such use is on more than an occasional, isolated or incidental

basis, reimbursement must be made within a commercially reasonable

time at the usual and normal rental charge. 11 C.F.R. 5 114.9(a)

also states that it is the stockholder or employee who must

reimburse the corporation in such a situation, not a third party.

Application of these regulations in the present matter means

that Mr. Zeliff, as shareholder, was required to reimburse the Inn

himself for his use of the types of facilities covered by 11 C.F.R.

5 114.9(a). Mr. Zeliff did personally reimburse the Inn for a

total of $2,242.42 in telephone, telefax and copying charges. (See

more detailed discussion below.) out, because the Committee rather

than Mr. Zeliff reimbursed the Inn for a total of $4,112.46 in

telephone, telefax and $350 in undifferentiated charges for, inter

alia, phone calls, faxes and copying, the $4,112.46 automatically

constituted an impermissible corporate contribution under 2 U.S.C.

S 441b.

Further, based upon information contained in the monthly

invoices sent to the Committee by the Inn, Mr. Zeliff's use of the

Corporation's facilities was steady and ongoing, not occasional,

isolated or incidental. Thus, even if one does not assume that the

amount reimbursed by the Committee was a corporate contribution
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because it was repaid by the Committee rather than Mr. Zeliff, the

requirement in 11 C.F.R. S 114.9(a)(2) that repayment must be made

at a normal and usual rental charge within a commercially

reasonable time is also applicable. In the present matter,

application of a commercially reasonable standard of thirty days

for measuring the timing of the reimbursements by both Mr. Zeliff

and the Committee of the bills for telephone, telefax, and copying

charges, plus the charges covered by the Committee's payment of

$350, leads to the conclusion that the Corporation made prohibited

contributions. In addition, one of the amounts billed the

Committee and paid by Mr. Zeliff for copying costs was based upon a

faulty assumption as to the standard to be applied and therefore

was apparently understated.

1. Telephone, Telefax Machines

Mr. Zeliff and the Committee reimbursed the Inn for a total of

$5,557.66 in telephone and telefax charges billed over more than a

year. According to counsel's most recent response, the telefax

machine and Watts line involved in these charges were used by the

stockholder/candidate, the Inn's secretary, and one campaign

volunteer. Of the $5,557.66 owed, Mr. Zeliff personally paid

$1,233.20 on April 29, 1990, and $562.22 on February 13 or March 6,

1991,13 leaving $3,762.24 to the Committee.

13. Because Mr. Zeliff's reimbursement of $3,558.35 in February or
March was reported as covering multiple categories of services, this
Office has prorated the telephone charges by determining the ratio
of all telephone charges to total charges billed the Committee
(15.8%) and applying that percentage to Mr. Zeliff's payment. This
procedure results in the allocation of $562.22 to telephones.
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The Corporation's charges for the use of the Watts line were

based upon a formula which assumed that the Inn itself used the

line an average of 17 hours a month with the remainder of the

$10.30 hourly charge being allocable to the Committee. Fax

transmissions were billed on a cost per transmission basis. it,

therefore, appears that Mr. Zeliff's personal reimbursements for

telephone and telefax use represented usual and normal charges.

Commercially reasonable timing of the payment of telephone and

telefax charges would permit a thirty-day lapse between the date

the bill is received and payment. Mr. Zeliff's April 29, 1990

personal payment of $1,233.20 was applied against four charges

billed the Committee by the Inn between January 26, 1990 and April

30, 1990. Application of a thirty-day payment window leaves

$674.56 as not having been reimbursed within a commercially

reasonable time.

If one first applies Mr. Zeliff's personal, telephone-related

payment of $562.22 in February or March, 1991 to the telephone

charge of $534.02 contained in the December 17, 1990 invoice, and

if one assumes that the payment was made in February as per the

notation on the December invoice, this payment still falls outside

the thirty-day time frame, again resulting in a corporate

contribution of $562.22.

With regard to the remaining $3,762.46 in reimbursements for

telephones and telefaxes made by the Committee, the timing of these

repayments would place much of the $3,762.40 outside the thirty-day

period and thus outside a commercially reasonable time. Of the

$737.09 payment on December 20, 1989, $369.82 in charges was
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invoiced more than thirty days before the payment; of the $3,S87.37

covered by payments in January, February or March, 1991,

approximately $3,053 was invoiced more than thirty days before the

first payment. Thus, a minimum of $3,422.82 for telephone and

telefax usage would have constituted corporate contributions by the

Inn even if reimbursements by the Committee were permitted.

2. Coping

Mr. Zeliff's reimbursements on April 29, 1990, covered a $50

debt for copying incurred in August, 1989 and an additional $397

incurred in February, 1990. The $50 represented 20 copies a day at

$.10 a copy for five weeks. The $397 charge represented "approx.

27,000 copies x ($1.0147 for excess on CFI maintenance agreement

for copier.0

Payments for the copying charges were made by the appropriate

person, pursuant to 11 C.F.R. S 114.9(a); however, because

Mr. Zeliff's overall use of the Innes facilities was more than

occasional, isolated or incidental, the appropriate repayment

standards are those at 5 114.9(a)(2). The $50 charge appears to

have met the requirements of this regulation with regard to method

of calculation; however, payment of the $50 took place eight months

after the charge was billed, taking it outside the regulation's

commercially reasonable time" requirement. A thirty-day payment

period is standard in the copying business.14

14. A conversation by staff with a small, Washington copying
business confirmed the thirty-day standard period.



The $397 charge was apparently reached by the Committee's

application of 11 C.F.M. 5 114.9(a)(1) which permits charges for

occasional, isolated, or incidental use to be based upon the amount

by which a corporation's overhead is increased. However, as stated

above, the appropriate regulation, given Hr. Zeliff's extended use

of corporate facilities, is 11 C.F.R. S 114.9(a)(2). Thus, the

proper charge for the 27,000 copies would have been the normal and

usual rental charge for the use of the copying machine, not the

amount by which the corporation's maintenance agreement vas

exceeded. Application to the 27,000 copies of the $.10 per copy

approach used by the corporation in connection with the August,

1989. bill for $50 discussed above would result in a required

reimbursement of $2,700 and and actual under-reimbursement of

$2,303 ($2,700 - $397). Given the thirty-day standard payment

period in the copying business, even the Committee's $397 repayment

vas out of time. Thus, a corporate contribution of the full $2,700

resulted from this later use of the Corporation's copier.

3. Undifferentiated Reimbursement

The Committee's August 5, 1989, payment of $2,610.64 to the

Inn covered an estimated charge of $350 for "copies, faxes, phone

calls on Watts and CFI lines, postage, stationery, supplies' used

during June and July of that year. No breakdown of the $350 charge

by category has been provided, nor is information in hand as to the

exact month in which these charges accrued. However, all of the

items listed apparently were used by Mr. Zeliff as stockholder/

candidate and/or by his secretary and thus were eligible to come

within the coverage of 11 C.F.R. 5 114.9(a)(2). However, because
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it was the Committee, not the stockholder, who made the

reimbursement, the requirements of this regulation were not net.

b. Transportation Using corporate Vehicles

11 c.F.R. S 114.9(e)(2) permits the use of corporation-owned

or leased means of transportation such as cars or vans by a

candidate, a candidate's agent or another person traveling on

behalf of the candidate, who must reimburse the corporation at the

normal and usual rental charge within a commercially reasonable

time. Reimbursement must be made with campaign funds.

In the present matter, the candidate, Mr. Zeliff, used a van

owned or leased by the Inn to make campaign-related trips. Through

April, 1990 the Inn charged the Committee a rate of $.279 per mile,

a figure assertedly based upon Am estimated costs for operating a

vehicle; in Nay, 1990 this rate was raised to $.28. According to

the invoices, beginning in August, 1990, and continuing through the

November election, a second vehicle, a "red CrI truck' was also

used for campaign purposes. The Committee was charged $.30 per

mile for use of the truck. 15

Mr. Zeliff and the Committee, as required by 11 C.F.R.

S 114.4.9(e)(2), reimbursed the Corporation for a total of

$16,034.45 in charges related to the use of the Inn's van. The

following are the charges made by the Inn for van and truck usage

and the dates of payment:

15. These figures for costs per mile were apparently taken from a
AAA publication entitled "Your Driving Costs." The cost per mile
figures take into account gasoline and oil, maintenance, tires and
ownership costs such as insurance and depreciation.
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Date Incurred Date Billed Amount

a/89 8/31/89 $ 500.00
9/89 9/29/89 279.00
10/9 10/27/89 S35.68
11/9 11/24/89 412.92
12/89 12/29/89 100.24
1/90 1/26/90 591.48
2/90 2/23/90 407.34
3/90 3/31/90 641.70
4/90 4/30/90 1,082.52
S/90 5/31/90 1,456.5S

6/90 6/30/90 1,811.60

7/90 7/31/90 2,289.00

6/90 8/31/90 1,097.84

9/90 9/28/90 1,80S.05

10/90 10/31/90 2,293.11

11/90 11/10/90 730.22

Total $16,034.25

Apparently the rates charged the Committee

and truck represented normal and usual charges.

Date Paid

12/29/89
12/29/89
12/29/89
12/29.89
12/20/89
4/29/90
4/29/90
4/29/90
4/29/90

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

12/20/90; 1/30/91
& 2/13/91

for use of the van

Thus, the

remaining issue Is whether the reimbursements were made vithin a

commercially reasonable time.

Again, there is no evidence in hand that it vas the usual

practice of the Corporation to provide vehicles for use by

customers. Within the rental car business it is apparently a

relatively common practice to provide a thirty-day payment period.1 6

Application of this approach to the Committee and candidate's

16. Alamo provides for this length of payment period. Some
companies such as Avis require the use of a credit card and thus
immediate payment.
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reimbursements for vehicle use results in at least $11,751.97 in

late repayments.
1 7

c. Corporate Advances to fhird-Party Vendors

The provisions of 11 C.i.a. S 114.9 permit the use by certain

persons of a corporation's own facilities for campaign-related

activities. They do not cover corporate advances on behalf of

candidates or their committees in the form of corporate payments of

bills submitted by third party vendors to such committees for which

reimbursements are later made to the corporation. See MUR 3143.

11 C.F.R. S 116.3 permits corporations to extend credit to

political committees, but only if the credit is extended in the

ordinary course of the corporation's own business.

According to the invoices submitted by the Inn, certain of

the charges to the Committee apparently covered payments made by

the Inn on behalf of the Committee to other vendors, including

payments to Office Market, Conway Supply, Jackson Corner Store and

B.N.V. for office supplies, to Federal Express for postage, to

unnamed vendors for newspapers, to Conway Supply for materials for

signs, and to unnamed vendors in the form of credit card charges.

17. Because the $5,000 payment made by the Committee on
December 20, 1990 was reported generally as being for expense
reimbursement, it is necessary to determine what fraction of that
payment should be allocated to vehicle expenses. The overall
payments for this purpose represented 45.71 of the total
reimbursements paid the Inn. Using this percentage, $2,28S of the
$5,000 should be allocated to vehicle costs. The $730.22 charge
for December was therefore covered by this payment, taking this
charge out of the total of corporate contributions.
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These payments totaled at least $3,040.14.16 The charges did not

involve the use of the Inn's own facilities; not is there evidence

that the Inn paid these types of charges for its customers in the

ordinary course of its business. Thus, these charges do not fall

within the requirements of either 11 C.P.R. S 114.9 or 11 C.r.R.
I 116.3(b) and, consequently, must be treated as advances and,

therefore, contributions to the Committee in violation of 2 u.s.c.

S 441b. See, again, MUR 3143.

d. Secretarial Services

As is also stated above, two individuals, Judy Galluzzo and

Lois Nelson, provided secretarial services for Mr. Zeliff in

connection with his campaign starting in June of 1989 and

extending through the last half of that year. The election-

related shares of these individuals' salaries totaled $5,865.30.

11 C.r.a. S 114.9 "applies only to the use of corporate

facilities and does not include the use of the paid services of

corporate employees. Therefore, this section cannot be read as

supporting or authorizing . . . reimbursement . . . regarding the

compensation paid to . . . employees for the political services

rendered to Federal candidates.* Advisory Opinion 1984-24. The

question in the present matter then becomes whether the provision

of such services was within the ordinary course of business of the

Corporation, pursuant to 11 C.F.R. 5 116.3. There is no

indication that the Inn extended credit for, or even provided,

18. The undifferentiated payment of $350 in August, 1989,
included reimbursements for "postage, stationery, supplies', as
well as 'copies, Watts line and Faxes.' No portion of this
payment is included in the total of $3,040.14.
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secretarial services to its customers in the ordinary course of

its business. Thus, the provisions of Section 116.3 would also

not apply. The inn's payments of the secretaries, salaries

constituted advances and, accordingly, corporate contributions

totaling SS,865.30, in violation of 2 U.S.C. 5 441b.

evn if one were to include the provision of secretarial

services as a use of corporate facilities, the fact that the costs

of these services were reimbursed by the Committee, not by

mr. Zeliff as stockholder, would take them outside the provisions

of 11 C.F.R. 5 114.9(a)(2). Nor did the timing of certain the

payments meet the requirements of this regulation. While the

Committee's payment of $1,532 on August 5, 1989, came within five

days of receipt of the relevant invoice, the payment of $4,333.30

on December 20, 1989, covered five months of invoices, three of

which were paid more than thirty days after the dates of the

invoices. The charges for secretarial services covered by these

three invoices totaled $2,527.80.

o. Food and Deverages

Mr. Zeliff and the Committee together made expenditures to

the Inn totaling $4,169.85 to cover the invoiced costs of food and

beverages, including charges for a dinner held on November 1,

1989, at the Inn ($420), an announcement dinner held on

April 3, 1990, at the Inn ($680.72), and a party held on

December 17, 1990, at the Inn ($1,345.62). Also included on the

invoices were, inter alia, other meals at the Inn's restaurant,

coffee and sodas for volunteers, and a cabana charge.
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Counsel has stressed that the Innos business includes food

services. Therefore, it appears that the dinners and other food

and beverage-related items included on the invoices from the

Corporation involved extensions of credit in the ordinary course

of the Inn's business as permitted by 11 C.F.R. 5 116.3.

The timing of certain of the payments, however, appears to

have been longer than that accorded other customers. As noted

above, in his affidavit attached to counsel's November 13, 1991

response to interrogatories, the Inn's bookkeeper, Kenneth Kaslow,

stated that (tihe Inn has in the past received credit extensions

of three months from its vendors." No such statement was Included

with regard to the Inn's practice of extending credit to its own

customrs.

The dates on which the debts here at issue were incurred and

billed, and the dates of payment are

Date Incurred Date Billed

5/25/89 7/31/89
7/12/89 7/31/89
6/5-7/31/89 7/31/89
11/1/89 11/24/89
8/1-8/31/89 8/31/89
8/1-8/31/89 8/31/89
9/1-9/30/89 9/29/89
9/30-10/27/89 10/27/89
10/11/89 10/27/89
10/28-11/24/89 11/24/89
11/25/89-12/29/89 12/29/89
12/30/89-1/26/90 1/26/90
12/26/89 1/26/90
1/25/90 1/26/90
3/18/90 3/31/90
3/18/90 3/31/90
3/19/90 3/31/90
3/20/90 3/31/90
4/3/90 4/30/90
4/25/90 4/30/90

as follows:

Amount

$317.00
25.66
30.00

489.45
100.09
25.00
25.00
20.00
77.85
51.50
20.00
67.00
42.27
78.00
25.65
3.19

33.44
23.86

680.72
11.03

Date Paid

8/5/89
8/5/89
8/5/89

12/20/89
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
4/29/90
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Date Incurred Date Silled Amount Date Paid

6/2/90 6/30/90 507.54 12/20, 1990; 1/30
& 2/13, 1991

6/90 6/30/90 27.00 12/20, 1990; 1/30
& 2/13, 1991

8/90 8/31/90 47.98 12/20, 1990; 1/30
& 2/13t 199111/6/90 11/10/90 95.00 12/20, 1990; 1/30
& 2/13, 199112/17/90 12/17/90 1345.62 12/20, 1990; 1/30
& 2/13, 1991

Total $4,169.85

As stated above, counsel has cited HUR 3070 as precedent for

permitting outstanding amounts to be owed a vendor for more than a

year after the debts were incurred. In that matter, however, the

committee, prior to incurring the $12,198 debt at issue, had paid

the vendor almost $45,000 as consulting fees and for expenses

incurred on the campaign's behalf over a period of four months in

1987 and 1988. On that basis and on the basis of statements

received from the vendor concerning its general practices

regarding the collection of debts, it was determined that the

vendor had established a business arrangement with the candidate

committee for consulting services in connection with the 1988

election. The vendor had apparently proceeded in the ordinary

course of its business, including extending credit in a manner

substantially similar to that extended other, nonpolitical

debtors.

In the present matter it has not been shown that it was the

usual practice of the Inn to extend any credit to its customers.

Therefore, it appears reasonable to apply at most a thirty-day
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time limit to the period between the receipt of an invoice and

payment, beyond which a corporate contribution would result.1 9

Application of a thirty-day standard to the charges listed

above results in at least $3,422.44 in corporate advances for food

and beverages not repaid within a comercially reasonable time.

The late payments resulted in corporate contributions to the

Committee in violation of 2 U.S.C. 5 441b.

f. sinry and Recommendation

The above analysis of particular categories of advances and

reimbursements results in the following total amount of corporate

contributions:

Third party vendors - $3,040.14
Salaries - 5,865.30
Telephone, telefax - 4,999.02
Copying - 2,700.00
Undifferentiated payment - 350.00
Vehicles - 11,7S1.97

*10Food and beverages - 3*422.44

The Office of the General Counsel recommends that the

Commission find probable cause to believe that Christmas Farm Inn,

Inc. violated 2 U.S.C S 441b by making advances on behalf of the

cCommittee and by permitting the use of corporate facilities without

the requirements of 11 C.F.R. 5 114.9 having been met.

19. Application of a thirty-day period extends the benefit of the
doubt to respondents and also acknowledges that several charges
were for parties rather than individual meals.
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In the Matter of )
)

)UR 3191)
William H. Zelifft Jr. )

GEIERAL COUN8KL'8 BRI F

I. STA&?lT Or TUB CASS

In response to the filing of a complaint, the Commission on
September 26, 1991 found reason to believe that William H. Zeluff,
Jr., violated 2 U.S.C. S 441b as a result of his involvement as a

candidate and as the officer of a corporation in th# making and
receipt of loans made in 1990 to the Friends of Bill Zeliff

Committee with monies obtained from Christas Farm Inn, Inc.

lI. LANLYSIS

A. Draws on Equity Ia SWumbapter 8 CoepOtIon

According to amended reports filed with the Commission by the
Committee, William H. Zeliff, Jr. made $216,000 in loans to the
Committee from funds other than bank loans during the 1989-90

election cycle. Information provided in response to the complaint

indicated that $209,000 of the $216,000 was made up of draws

against Mr. Zeliff's equity in Christmas Farm Inn, Inc. The

Corporation is a close corporation which is jointly owned by
William H. Zeliff, Jr. and Sydna T. Zeliff, and which has elected

Subchapter S tax status.
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1. 8tatutor and Regulatory Provsions

The Federal Blection Campaign Act of 1971, as amended, (Othe

Act') prohibits any candidate, political committee, or other

person from knowingly accepting contributions from "any

corporation whatever" in connection with an election to federal

office. The Act also prohibits any officer or director of a

corporation from consenting to the making of a corporate

contribution. 2 U.S.C. I 44lb(a).

Candidates for the office of United States Representative may

make unlimited campaign expenditures from personal funds.

11 C.F.R. I 110.10(a). Personal funds are defined as (ainy

assets which, under applicable state law, at the time he or she

became a candidate, the candidate had legal right of access to or

control over, and with respect to which the candidate had either:

(i) [Ilegal and rightful title, or (1i) lain equitable interest.*

11 C.F.R. 5 110.10(b)(1). A candidate may use as personal funds

his or her portion of assets jointly held with his or her spouse,

the portion to be considered personal being the candidate's share

according to the instrument of conveyance or ownership. *If no

specific share is indicated by an instrument of conveyance or

ownership, the value of one-half of the property used shall be

considered as personal funds of the candidate." 11 C.F.R.

5 110.10(b)(3).

2. Subchapter S Corporations

The purpose of the Subchapter S provisions in the Internal

Revenue Code is to permit small incorporated businesses, or close

corporations, 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 individual. 26 U.S.C. 5 1366(c) and

(d). See generally Byrne v. C.I.R., 361 F.2d 939 (7th Cir. 1966).

Unreiabursed payments by a Subchapter S corporation of the

personal expenses of shareholders must be recorded as

distributions of income and must be reported as taxable income.

American Trading Partners. L.P. v. A-1 International Imnorting

Rnterprises, Ltd., 770 r. Supp. 273, 275 (E.D. Pa. 1991).

3. Responses

Counsel for Mr. Zeliff and for all other respondents in this

matter have submitted a response to the Commission's Factual and

Legal Analyses, as well as answers to interrogatories and numerous

documents, the latter including a second affidavit signed by

Kenneth Kaslow, bookkeeper for the Corporation. Mr. Kaslow's

initial affidavit was submitted with counsel's response to the

complaint. Additional responses to follow-up questions and

document requests have also been received.

In his second affidavit, Mr. Kaslow states that Christmas

Farm Inn was "incorporated as a Subchapter S corporation in 1977.
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At that time* William and Sydna Zeliff transferred their personal

property used in connection with their former unincorporated

business (known as Christmas Farm Inn) to the Inn. That personal

property consisted of the Inn itself, all furnishings and

equipment.* Mr. Raslow goes on to state,

From January of 1989 through the 1990 election, William
and Sydna Seliff were the only two owners, directors and
officers of the Inn. William H. Zeliff, Jr., served as
President of the Inn and Sydna T. Zeliff served as
Treasurer of the Inn. William Zeliff, as President,
exercised discretionary aythority to order any payments
or loans made by the Inn.

During the 1989-90 election cycle the Committee reported the

following assertedly personal loans from Mr. Zeliff:

3/30/90 - $10,000
4/18/90 - SO00
5/3/90 - 3,000
8/7/90 - 30,000
8/14/90 - 20,000
8/20/90 - 25,000
8/28/90 - 40,000
9/4/90 - 57,000
9/11/90 - 20,000
12/3/90 - 6 000

$2Tf

In response to the complaint, counsel stated that $7,000 of

the $216,000 came from Mr. Zeliff's salary and other income, while

$209,000 was in the form of checks drawn from the Inn's account

which represented cash draws against Mr. Zeliff's equity in the

Corporation. Mr. Kaslow stated in his first affidavit that

'[aiccording to Christmas Farm Inn, Inc.'s records, from May 1,

1. In an earlier affidavit Mr. Kaslow stated that Christmas Farm
Inn, Inc., is made up of "three separate local small businesses:
Christmas Farm Inn, a country inn, Yesterday's Restaurant, located
at the Inn, and the Jackson Corner Store. Each of these three
businesses is located in Jackson, New Hampshire."
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109 to December 31, 1990. William a. eliff, as a half owner,
drew from Christmas Farm Inn, Inc., a total of $209,000 for

Campaign purposes.'2 These draws were recorded by the Corporation

as loans. 3 As of the Committeets 1992 Year and Report, either

$26,008 or $33,008 of the $209,000 had been repaid by the

Committee to Mr. *leiff, depending upon whether $7,000 of the

$33,008 in repayments is considered to have covered the loan from

Hr. Zeliff's salary and other income.

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

that Mr. Z.iff had violated 2 U.S.C. S 441b in connection with the

2. In his first affidavit Mr. Easlow stated that the
corporationts assets were appraised at in September,1989. As of December 31, 1990, the corporation had outstandingmortgages and debts of leaving joint equity
available to the owners of thus, the value of
Mr. Seliff's equity interest at toe end of 1990 was

3. Certain of the loans reported by the Committee can be matched
by date with the loans recorded on the Corporation's written
record. The following lists the apparent matches:

Loan from Corporation Loan to Comittee

5/9/90 - $10,000
6/1/90 - 20,000 8/7/90 - $30,000
8/13/90 - 20,000 8/14/90 - 20,000
8/2S/90 - 2S,000 8/20/90 - 2S,000
8/17/90 - 40,000 8/28/90 - 40,000
9/4/90 - 60.000 9/4/90 - 57,000
9/11/90 - 20,000 9/11/90 - 20,000
12/3/90 - 7,500 12/3/90 - Annn

It is not possible to pair the earlier loans to the Committeewith particular loans from the Corporation. The following are the
apparently unmatched loans:

Loan from Corporation Loan to Committee

4/30/90 - $10,000 3/30/90 - $10,000
4/17/90 - 5,000
5/3/90 - 3,000
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$*09,000 in loans, counsel argued that the monies which Mr. sliff

obtained from the Corporation to make the loans to the Committee

were his personal funds, pursuant to 11 C.F.R. S llO.lO(b)(1).

Counsel further asserted that, while it i correct that a

Subchapter S corporationts profits remain the property of the

corporation until a dividend or profit is declared by the

shareholders,

(tihis conclusion pertains solely to legal title.
While legal title may vest in the corporation, the
(Commisions Factual and Legal) Analyses ignore
Congressman Zeliff's equitable interest in one-half
of the Inn's assets. Section llO.lO(b)(1) of the
Commission's regulations specifies that personal
funds are any assets to which the candidate has
legal title or an equitable interest. (Emphasis in
original).

Further, counsel stated that

Congressman Zeliff, as President of the Inn, had
Slegal right of access to' and had discretionary
'control over' the assets of the Inn. At his
discretion, Congressman Uliff had the power to
withdraw monies from the Inn's bank accounts, sell
assets, forgive loans and declare dividends.
Because he could exercise these powers exclusively,
there was no attendant risk of undue influence upon
him by a third party, not even by his wife, Sydna
Zeliff.

Counsel also argued that, in contrast to situations involving

the use of reimburseable drawing accounts by corporate officials,

Mr. Zeliff in effect owed the amounts of the loans at issue to

himself.

[G)iven his authority at the Inn, he could forgive
the loan and declare it a dividend should he choose
to do so. In short, . . Congressman Zeliff is
beholden to no one but himself. (Emphasis in
original.)

Counsel stated further:
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This conclusion is consistent with the Inn's
treatment of accounts receivable as assets of theInn .. if 11 c.r.R. I 1101.0(b)(1) means what
it expressly states -- that personal funds are "any
assets controlled and equitably owned by the
candidate" -- then the loan receivables were
similarly assets of Congressman Zeliff. He indeed
had discretionary right of control over and equity
interest in fifty percent of the Inn's assets,
including its loan receivables (i.e., Congressman
Zeliff had an equitable interest in his own
Oreceivables').

Far from any intention to subvert the integrity of
the political process, Congressman Zeliff's choice
to repay drawn amounts merely reflects his effort
not to diminish his own estate which consists
primarily of the Inn. The Inn's property was
originally the Zeliffs' personal property and was
transferred to the Inn upon its incorporation in
1977. Congressman and Mrs. Zeliff have spent the
last sixteen years of their lives developing,
operating and nurturing the Inn. Over their many
years of ownership, the Zeliffs have treated the
Inn's assets as their own personal assets.
Congressman Zeliff did so again in 1989 and 1990

NO when he ran for Congress.

'0 4. egl and Factual Analysis

2 U.S.C. S 441b "prohibits corporations from using treasury

funds to make expenditures 'in connection with' any federal

election .... rC v. Massachusetts Citizens for Life, Inc.,

('MCFL'), 479 U.S. 238, 241 (1986). This same prohibition extends

to contributions made with treasury funds. As stated above, this

prohibition expressly extends to the officers and directors of a

corporation who may consent to a contribution made with corporate

funds, and to candidates who may accept such a contribution.

A corporation, including a corporation which elects

Subchapter S tax status, acquires, by the act of incorporation, a

legal identity separate from that of its investors, and is subject

to regulation as such. See generally, United States v. Richardson,



469 F.2d 349, 350 (10th Cir. 1972) ("the legislative history of

Subchapter S negates any inference that Congress intended"

corporations to lose their corporate character). 4 Corporations

retain separate legal identities from their investors no matter how

they are taxed under the Internal Revenue Code. 5  Therefore, the

fact that a candidate may have invested his or her personal

property in a Subchapter S corporation does not mean that the

corporation's treasury funds can be viewed as the *personal funds"

of the candidate for purposes of the Federal Election Campaign Act,

('the Act"). Nor does the fact that the corporation's income is

passed through to the shareholders for taxation purposes change the

corporate nature of the new entity. (See MUR 3119).

In the present matter, Christmas Farm Inn, Inc., possesses all

the characteristics of a corporate entity prohibited from making

contributions or expenditures under Section 441b. It is readily

distinguishable from a corporation exempted, pursuant to KCFL, from

the prohibitions of this statutory provision in that it was formed

4. "Electing to file as a Subchapter S corporation does not
make (the corporation) anything less than a valid corporation

•" Reiherser v. Shannon, 581 F.2d 1266, 1273 (7th Cir,
1978). "As a general rule, courts and legislatures adhere to the
notion that a corporation is a legal entity separate from its
shareholders." 1 F. O'Neal & R. Thompson, Close Corporations,
5 1.10 (3rd ed. 1986). "Whatever the factual context, courts
rarely permit a corporation to be disregarded for the benefit of
its own shareholders. Persons who chose the corporate form of
doing business are held to the consequences of that decision."
Id., 5 1.10(E).

5. "The congressional desire to provide an alternative form of
doing business [as Subchapter S corporations) does not suggest an
intention to treat electing corporations as partnerships or
proprietorships for tax purposes." Johnson v. U.S., 386 F. Supp.
374, 377 (E.D. Kentucky, 1974).
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to engage in business activities for profit, not to promote

political ideas. 479 U.S. at 264.6 Therefore, Christmas Farm Inn

fits the description of the "type of 'traditional corporatio(n)

organised for economic gain,' . . . that has been the focus of

regulation of corporate political activity* sustained by the

Supreme Court. Id. at 259, quoting FEC v. National Conservative

Political Action Comittee, 470 U.S. 480, 500 (1985).

Counsel argues that while Mr. Zeliff may not have legal right

or title to the Corporation's assets, he 'equitably owns one-half

of the Inn and exercises undisputed, discretionary control over use

of the Inn's assets. Therefore, the Inn's assets constitute

Congressman Zeliff's personal funds under the express provisions of

11 C.F.R. 5 llO.l0(b)(1).*

While it is accurate that Section llO.1O(b)(1) defines a

candidate's personal funds as including assets in which the

candidate has an equitable interest, this provision must not be

read in isolation, but rather in conjunction with all provisions of

the Act. The Act's prohibition against corporate contributions is

broad and is intended to prevent any corporate funds from flowing

6. The Supreme Court in MCFL held that the Act's prohibition on
corporate expenditures coulT-not be constitutionally applied to
nonprofit incorporated organizations that meet three essential
criteria: (1) the corporation was formed for the express purpose
of promoting political ideas, not to engage in business
activities; (2) it has no shareholders or other persons affiliated
with it who would have a claim on its assets or earnings; and (3)
it was not established by a business corporation or labor union
and does not accept contributions from such entities. The Court's
distinction was between the use for political purposes of profits
accumulated through the corporate form and the activities of
corporations created for purposes of disseminating ideas, 'not to
amass capital.* 479 U.S. at 259.
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into campaigns for federal office.7 Section 110.10 was intended by

the Commission to clarify a candidate's personal relationship to

the contribution and expenditure limitations imposed by 2 U.S.C.

S 441a, particularly in light of the Supreme Court's decision in
Buckley v. Valeo, 424 U.S. 1, 51-54 (1976) regarding the

unconstitutionality of limitations on a candidate's own

expenditures from personal funds. Section 110.10 was not intended

to provide an exception to 2 U.S.C. 5 441b for the use by

candidates of corporate assets. In the present matter, the loans

provided to the Zeliff campaign came from the Corporation's general

treasury account and thus resulted in the prohibited infusion of

corporate funds into the campaign, whether or not Mr. Zeliff had an

equitable claim to the monies involved.

Nor does Counsel's emphasis upon the control which Mr. Zeliff

exerted over the assets of the Corporation diminish the corporate

nature of those assets. Because the funds at issue came in the

form of loans which Mr. Zeliff was obligated to repay, the funds

were controlled by the Corporation, not by Mr. Zeliff.

Mr. Zeliff could have obtained these funds from the Corporation

through various means other than loans, (e.g., directing a

7. Prior to enactment of the Federal Election Campaign Act
corporate contributions in federal elections were prohibited by
18 U.S.C. § 610. This provision was transferred to the Act in
1971, with the addition of a new paragraph defining "'contribution
or expenditure' to include any direct or indirect payment,
distribution, loan, advance, deposit, or gift of money, or any
services, or anything of value to any candidate, campaign
committee or political party or organization. . . ." H.R. Rep.
No. 92-752, 92d Cong., 1st Sess. 30, reprinted in FEC, Legislative
History of the Federal Election Campaign Act of 1971, at 817, 846
(1981).



disbursement, liquidating his interest in the Corporation and using

the proceeds from that liquidation, using his interest as

collateral for a bank loan, or loaning his shares in the

Corporation to the Committee); however, the method he chose, namely

his borrowing of the monies from the Corporation's treasury and

then his lending of those funds to the Committee, resulted in the

flow of corporate monies into his campaign.

S. Recommendation

The Office of the General Counsel recommends that the

Commission find probable cause to believe that William H. Zeliff,

Jr. as an officer of Christmas Farm Inn, Inc. and as a candidate

violated 2 U.S.C. S 441b by consenting to and knowingly accepting

$209,000 in loans from the Corporation which was used to make loans

to the Friends of Bill Zeliff Committee.

B. Corporate Advances

1. Statutory and It ulatory Provisions

As stated above, 2 U.S.C. S 441b(a) prohibits the making and

knowing acceptance of corporate contributions in connection with

elections to federal office. 2 U.S.C. 5 441b(b)(2) defines

*contribution* to include 'any direct or indirect payment,

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

anything of value . . . in connection with any election* to federal

office.

11 C.F.R. 5 116.3(b), which is part of the regulatory scheme

addressing debts owed by political committees or candidates,

provides that "[a] corporation in its capacity as a commercial

vendor may extend credit to a candidate, political committee or
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another person on behalf of a candidate or political committee

provided that the credit is extended in the ordinary course of the

corporation's business . . . . (Emphasis added.) 11 C.F.R.

I 116.1(c) defines "commercial vendor" as "any persons providing

goods and services to a candidate or political committee whose

usual and normal business involves the sale, rental, lease or

provision of those goods or services."

"Ordinary course of business" encompasses both the nature and

conduct of the creditor's business and the timing involved in the

extension of credit. See e.g.. HUR 1741. The payment by a

corporation of amounts owed by a political committee to another

vendor would not generally be within the ordinary course of

CN business of the payor. exceptions being found in the provision of

NO certain types of consultant or managerial services where purchases

\0 or sub-contracts are part of an agreement with a committee

nregarding the services to be rendered.

Pursuant to 11 C.T.R. 5 114.9(a)(1), stockholders and

employees of a corporation may make "occasional, isolated, or

incidental use" of that corporation's facilities "for individual

volunteer activity in connection with a Federal election" and must

reimburse the corporation only to the extent that the operating

costs or overhead of the corporation are increased. 11 C.F.R.

5 114.9(a)(1). "Occasional, isolated, or incidental use" is

defined to mean activity by a stockholder during working hours

which does not interfere with the normal activities of the

corporation, activity by employees which does not prevent the

completion of the normal amount of work usually accomplished by
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those employees and '(alny such activity which does not exceed one

hour per week or four hours per month, regardless of whether the

activity is undertaken during or after normal working hours

.. . ."U 11 C.P.R. S 114.9(a)(1).

If stockholders or employees make more than occasional,

Isolated or incidental use of corporate facilities, they must

reimburse the corporation "within a commercially reasonable time

for the normal and usual charge . . . for the use of such

facilities. 11 C.F.R. S 114.9(a)(2).

The provisions of 11 C.F.R. I 114.9(a)(1) and (2) are meant to

provide a limited avenue for stockholders and employees to use

corporate facilities in connection with their own volunteer

campaign activity. These provisions require that the stockholder

or employee providing volunteer services personally reimburse the

corporation for his or her own use of its facilities. See General

Counsel's Brief, MUM 2185. If the stockholder or employee does

ake the required reimbursement, that repayment is still subject to

examination with regard to amount and timing.

11 C.F.R. S 114.9(c) permits any person other than a

stockholder or employee of a corporation, including a political

committee, to use corporate facilities to produce materials for a

federal campaign as long as the corporation is reimbursed "within a

commercially reasonable time for the normal and usual charge for

producing such materials in the commercial market." Persons,

including political committees, who are not stockholders or

employees may also use such corporate facilities as telephones,

typewriters or furniture in connection with a federal election, as
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long as the corporation is reimbursed for the use of these

facilities "within a commercially reasonable time" for "the normal
and usual rental charge . . . for the use of the facilities."

11 C.F.R. I 114.9(d). A candidate, candidate's agent, or other

person traveling on behalf of a candidate who uses a means of

transportation owned or leased by a corporation, such as vans and

trucks, must reimburse the corporation for such use "within a

commercially reasonable time . . at the normal and usual rental

charge." 11 C.F.R. S 114.9(.)(2). In this last instance the

reimbursement must be made with campaign funds.

"Commercially reasonable time" is not defined in the

regulations. in situations in which a corporation normally

operates as a vendor of the goods and services involved, the

Commission had compared billing and payment timing accorded a

political committee/customer with that accorded other customers of

the same corporation. In situations in which a corporation does

not normally provide the goods and services at issue, as when its

facilities are used by volunteers, it becomes necessary to compare

its charging and collection processes with those of outside vendors

who do normally provide such goods or services.

2. Factual Responses

In response to the complaint in the present matter, and later

in response to interrogatories and follow-up questions, counsel

have explained that between July 28, 1989 and December 17, 1990 the

Corporation billed the Committee for a total of $35,094.40 in goods

and services. A review of the Committee's reports shows payments

by the Committee to Christmas Farm Inn of $2,610.64 on August 5,
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1909, and of $737.09, $4,333.30, $1,828.04 and $469.45 on
December 20, 1989. bringing the total of reported expenditures to

the Corporation in 1989 to $9,998.52.

On April 29, 1990, Mr. Zeliff personally reimbursed the

Corporation in the amount of $6,752.84, a payment not reflected in
the Committee's reports. 8 During the period beginning with the

second quarter of 1990 and ending on December 31 of that year the

Comittee reported an accumulation of $18,343 in debts owed the

Corporation,9 against which the Committee paid the Corporation

$5,000 on December 19, 1990 and $9,784.69 on January 28, 1991, and

the candidate paid $3,558.35 on March 6, 1991.

In their August 31, 1992 response to follow-up questions,

counsel stated that the Committee's $2,610.64 expenditure to the

Corporation on August 5, 1989, was in full payment of a July 31,

1989 invoice "for services, supplies, food, and beverages supplied

by the Inn in June and July, 1989." The attached invoice shows a
total of $2,676.19 in expenses from which $65.55 was deducted for

unexplained reasons. The $2,676.19 included a $1,532 salary cost

related to Judy Galluzzo's secretarial work for the Committee

betveen June 5 and July 28, 1989; that amount equaled one half of
her salary for that period. The remaining itemized charges included

$317 for a cookout, $25.66 for a cabana charge, $267.81 and $43.47

in "Office Market charges" (apparently for office supplies), $94 for

6. Counsel have indicated that an amended report will be filedreflecting this payment. None had apparently been filed as of the
date of this brief.

9. The Inn's charges were reported on the Committee's quarterlyreports as debts incurred during the relevant period.
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stationery, $30 for coffee and soda for volunteers, $16.2S for

newspapers, and $350 as a combined estimate for 'copies, fames,

phone calls on Watts and Cri lines, postage, stationery, supplies.'

The Committee reported a December 20, 1989 repayment of $737.09

as having been for "telephone reimbursement.* According to

counsel's responses and the attached invoices, this reimbursement

covered five invoiced amounts for telephone usage as follows:

Date10  Amount

8/31/89 $100.00
9/29/89 143.77
10/27/89 126.05
11/24/89 164.25
12/29/89 203.02

$737.09
According to counsel, the Committee's reported payment of

$4,333.30 on December 20, 1989 was for the "prorated salaries of

two inn employees . . . who performed secretarial services for both

the inn and the Committee.' This payment covered the folloving

invoiced amounts paid to Judy Galluzzo and, for three weeks in

December, to Lois Nelson:

Date Amount

8/31/89 $ 957.50
9/29/89 191.50
10/27/89 1,378.80
11/24/89 957.50
12/29/89 848.00

The Committee's payment of $1,828.04 on December 20, 1989 was

for the use of the Corporation's van. It covered the following

invoiced amounts:

10. In each instance the date is that of the invoice.
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Date Amount

8/31/89 $ 500.00
9/29/89 279.00
10/27/89 535.68
11/24/89 412.92
12/29/89 100.44

$1082

The final December 20. 1989 expenditure of $489.45 was in full

payment for food and beverages provided by the Corporation for a

dinner held on November 1, 1989. This amount was included on the

November 24, 1989 invoice sent to the Committee.

Mr. Zeliff's payment to the Committee of $6,752.84 on

April 29, 1990 apparently covered $961.56 in items included in the

invoices submitted to the Committee by the Corporation between July

and December, 1989, but not covered by the Committee's December 20

payments, plus invoices totaling $5,791.28 received between January

and the end of April, 1990. According to the invoices presented to

the Committee, the $961.56 covered the 1989 services and charges

grouped below by purpose:

Date Amount PurPose

12/29/89 $ 98.50 Postage

9/29/89 $ 100.45 Office supplies
10/27/89 148.80
11/24/89 126.08
12/29/89 65.55

$ 4IUTTH

8/31/89 $ 14.65 Newspapers
9/29/89 11.72

10/27/89 11.72
11/24/89 14.65
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Date

8/31/89
9/29/09

10/27/89

11/24/89
12/29/89

8/31/69

Amount Purpose

$ 125.09 Food (including liquor,
2S.00 coffee & sodas)
77.65 (Manchester party, at cost)
20.00
51.SO
20.00

$ 3T9.4

$ S0.00 Copying

The January- April, 1990 charges covered by the remaining

$5,791.28 of Mr. Zeliff's April 29, 1990 payment covered the

following:

Amount

$ 231.76
442.80
431.26
127.38

$1,23.20

$ 591.48
407.34
641.70

12082.52
$2: 723 .04

$ 101.09
318.45
53.34
0

$ 172.88
$ 397.00

$ 187.27
0

86.14
691.75

$ 965.16

Purpose

Telephone (Watts line)
Faxes

Transportation
(Van: Based on

milsage)

Office Supplies

Copying

Food (includes coffee,
liquor, etc.)

(including announcement
dinner - $680.72)

As indicated above, no reimbursements were made to the

Corporation between May and mid-Decenber, 1990. During that period

debts totaling $18,343.04 accrued as follows:

Date

1/26/90
2/23/90
3/31/90
4/30/90

1/26/90
2/23/90
3/31/90
4/30/90

1/26/90
2/23/90
3/31/90
4/30/90

2/23/90

1/26/90
2/23/90
3/31/90
4/30/90
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S/31/90
6/30/90
7/31/90
8/31/90
9/29/90

10/31/90
11/10/90
12/17/90

5/31/90
6/30/90
7/31/90
8/31/90
9/28/90

10/31/90
11/10/90

5/31/90
10/31/90
11/10/90
12/17/90

S/31/90
9/26/90

6/30/90
(including
6/2 dinner)

8/31/90
11/10/90
12/17/90
(12/17 party)

7/31/90
8/31/90
9/28/90

10/31/90

C."Ln
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Amount

$ 46.25
275.12
295.75
3SS.21
606.o
720.70
754.24
534.02

$19456.5s
1,811.60
2,289.00
1,097.84
1, 80 S. 05
2,293.11

730.22

$ 32.7S
23.00
21.7S
77.SO

$ 155.00

$ 422.38
193.76

$ I16.1T
$ 534.S4

47.98
95.00

1 345.62
$2#023.17

$ 310.82
62.65
82.65
21.90

$ 4T702

Furoose

Telephone

Transportation (van
and truck)

Postage

Credit card charges

Food, beverages, and
related equipment

Supplies for signs

As stated above, the Committee made a $5,000 payment to the

Corporation on December 20, 1990, thereby reducing the total due

to $13,343.04. This payment was reported as being for *expense

reimbursement." According to the invoices and the Committee's
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reports, another payment, this time of $9,764.69, was nade on

January 30, 1991 for *postage, phone, silege lsic)." According to

a notation on the December, 1990 invoice, the remaining $3,SS6.35

was paid by William Zeliff on February 13, 1991. The Committee

reported this last payment as having been made on March 6, 1991,

and as having been for "postage, phone, milage (sic)."

In response to questions posed by this Office, counsel on

February 18, 1993 provided additional information as to which

individuals were involved in the various uses of the Inn's

facilities. According to counsel, the secretarial services at

issue were performed by Judy Galluzzo for Mr. Zeliff and the

Committee paid a pro rata share of her salary. Mr. Zeliff,

Pi. Galluzzo and "one campaign volunteer" were those who used the

Innes telefax machine and Watts line. The Inn's van was used by

Mr. Zeliff, with a campaign volunteer sometimes acting as driver.

The November 1, 1989 dinner was held at the Inn which operates a

restaurant 'in the ordinary course of its business.' Finally,

'Ns. Galluzzo and some campaign volunteers performed all

campaign-related activities in Congressman Zeliff's personal

residence which is located on the Inn's premises.'

3. Legal Response

Counsel have argued that Mr. Zeliff "equitably owned half of

all of the Inn's supplies, equipment and vehicles used for

campaign purposes and had discretionary authority over their use.'

Thus, the use of these assets assertedly fell within the

definition of 'personal funds' at 11 C.F.R. S ll0.10(b)(1).

Counsel further argue that Mr. Zeliff "chose to have the Committee



reimburse the inn for his own sound business reasons .. and

that all of the invoices were paid within a commercially

reasonable time.

Regarding reimbursements, it is also asserted that because

"commercially reasonable time' is not defined, *the Commission's

treatment of three to six months as unreasonable . . . appears

arbitrarily determined.' Counsel argue that the Corporation has

received credit extensions of three months from vendors, and that

the Commission has "countenanced extensions of credit of twelve

months for a campaign committee's payment for services where that
period of time was consistent with the vendor's regular business

dealings." (Eaphasis in original.)

C% Counsel also rely upon three enforcement matters as

11O precedents for the respondents' actions in the present matter.

NO These matters are R 3070, NUR 1741, and RUR 3428/3435.11

Nr 11. It is important to note that RUR 1741 and HUR 3428/3435C-1,? involved partnerships; thus, the provisions of 11 C.F.R. S 114.9
were not applied in those matters.

Lr)
in HUR 3070, the Comission addressed a complaint whichalleged that outstanding debts owed a consulting firm for as suchas two years after they had been incurred constituted in-kind

corporate contributions to the political committee which hadreceived the goods and services involved. The Commission approvedthe recommendation of this Office that the Commission find noreason to believe that a violation occurred because thecorporation had 'established a business relationship with the(committee) for consulting services provided in connection withthe 1988 campaign . . ." and the terms of the relationship were"substantially similar to extensions of credit to nonpolitical
debtors." The corporation had sent past due notices to thecommittee and had made verbal inquiries regarding payment over aperiod of more than twelve months. Thus, the corporation'sextension of credit to the respondent political committee wasfound to have been within its ordinary course of business.

NUR 1741 involved the rental of office space and the
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4. Legal and actual Analysis

As stated above at pages 7-1, the investment of a

shareholders personal assets in a corporation does not shield

(Footnote 11 continued from previous page)
provision of goods and services by a law firm to a political
action committee. In that matter the investigation showed that
the partnership involved had an established practice of renting
portions of its space to subtenants and of providing such
subtenants with services, e.g., a receptionist, telephone call
charges, telephone equipment, postage, photocopying, furniture anduse of a conference room. The investigation also revealed that
the timing of billings sent to these other tenants for rent and
most of the other services was generally comparable to that
applied to the respondent committee, and thus this Office did not
recommend findings of probable cause to believe that late billing
for such costs constituted a violation of the Act. On the other
hand, this Office did recommend, and the Commission found,
probable cause to believe that the timing of billings specifically
for telephone equipment charges totaling $19,285.97 was outside
the ordinary course of the firm's business; these charges were1*0 billed after delays of up to 26-27 months and the respondent was
the only subtenant or client provided such equipment.

'0
In July, 1992, the Commission again addressed the issue of

Iservices provided by a law firm in UR 3428/3435. In this matter
the complainants alleged that an authorized committee had received
in-kind contributions from the partnership in the forms of office
space, equipment and support staff. The committee provided one
invoice dated October 17, 1991, which covered charges totaling

U") $4,71S.64 for services provided between August 19 and October 15,
1991; the charges covered "secretarial services and overtime,'
'document preparation,' 'communication costs" and "transportation
and refreshments". Thus, this invoice covered a two-month period.
A second invoice dated November 1S, 1991, covered charges totaling
$2,016.40 for 'secretarial services and overtime,' 'document
preparation," and 'communication costs'. These two invoices were
paid by the committee one and ten days respectively after the
invoices were issued.

In this most recent matter the Commission rejected by a 4-2
vote the recommendations of this Office to find reason to believe
that the law firm had provided services to the committee outside
the ordinary course of business. The Statement of Reasons issued
by the Commissioners who had opposed such action emphasized that
"the law firm segregated and billed the Committee for 100 percent
of the salaries and expenses it incurred . . . The responses
provided documentation that these bills were promptly paid

0
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those assets from an application of 2 U.S.C. 5 441b. Whether or

not the shareholders retain equitable interests in them, the

assets become those of the corporation. Therefore, for the same

reasons as those given above with regard to the use of corporate

treasury funds, any use in the present matter of corporate assets

on behalf of the Committee must be examined in light of 2 U.S.C.

S 441b and of the regulations which interpret this provision.

Further, absent the applicability of the provisions of

11 C.F.R. S 114.9 or 11 C.F.R. 5 116.3, a candidate who is

directly involved in the use of corporate assets on behalf of his

or her campaign may be involved in the knowing acceptance of such

use, in violation of 2 U.S.C. 5 441b(a). If that same candidate

is also an officer or director of the corporation whose assets are

being used, he or she may also be in violation of 2 U.S.C.

S 441b(a) as a result of consenting to the making of corporate

contributions.

Based upon respondents' invoices and Committee reports, the

Corporation in the present matter billed the Committee in 1989 and
1990 for $35,094.40 in goods and services. These charges, when

aggregated by categories, included:

Salaries - $ 5,865.30
Telephone use - 5,557.66
Use of corporate vehicles - 16,034.45
Office supplies - 1,319.04
Postage - 253.50
Food, beverages & related equip. - 4,169.85
Newspapers - 68.99
Materials for signs - 478.02
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Copying 447.00
Credit card charges 616.14
Undifferentiated payment - 350.00

65:5512 •

a. Use of Corporate Facilities by 8tockholders/-Zjfoye-

As discussed above, 11 C.P.R. S 114.9(a) permits the use of a
corporation's own facilities by stockholders or employees who use

those facilities for individual volunteer activity in connection

with a federal election. The types of facilities covered by this

regulation include, inter alia, telephones, telefax machines, and
copying machines. (The use of corporate vehicles is addressed at

11 C.F.R. 5 114.9(e)(2) and thus is discussed separately below.)

If use of such facilities by a stockholder or employee is only

Ooccasional, isolated or incidental, reimbursement need only be
made to the extent that the corporationts overhead is increased.
If such use is on more than an occasional, isolated or incidental

basis, reimbursement must be made within a commercially reasonable

time at the usual and normal rental charge. 11 C.F.R. I 114.9(a)

also states that it is the stockholder or employee who must

reimburse the corporation in such a situation, not a third party.

Application of these regulations in the present matter means

that Mr. Zeliff, as shareholder, was required to reimburse the Inn

himself for his use of the types of facilities covered by 11 C.F.R.

5 114.9(a). Mr. Zeliff did personally reimburse the Inn for a

12. As is noted above, the reason for this deduction on one
invoice is not known.
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total of $2,242.42 in telephone, telefax and copying charges. (See

more detailed discussion below.) But, because the Committee rather

than Mr. eliff reimbursed the Inn for a total of $4,112.46 in

telephone, telefax and $3S0 in undifferentiated charges for, inter

alla, phone calls, faxes and copying, the $4,112.46 automatically

constituted an impermissible corporate contribution under 2 U.s.C.

S 441b.

Further, based upon information contained in the monthly

invoices sent to the Committee by the Inn, Mr. Zelifffs use of the

Corporation's facilities was steady and ongoing, not occasional,

isolated or incidental. Thus, even if one does not assume that the

amount reimbursed by the Committee was a corporate contribution

because it was repaid by the Committee rather than Mr. Zeliff, the

requirement in 11 c.r.R. S 114.9(a)(2) that repayment must be made

at a normal and usual rental charge within a commercially

reasonable time is also applicable. In the present matter,

application of a commercially reasonable standard of thirty days

for measuring the timing of the reimbursements by both Mr. Zeliff

and the Committee of the bills for telephone, telefax, and copying

charges, plus the charges covered by the Committee's payment of

$350, leads to the conclusion that the Corporation made prohibited

contributions. In addition, one of the amounts billed the

Committee and paid by Mr. Zeliff for copying costs was based upon a

faulty assumption as to the standard to be applied and therefore

was apparently understated.
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( 1). Telephene , Telefax Machines

Mr. Zeliff and the Committee reimbursed the inn for a total of

$5,557.66 in telephone and telefax charges billed over more than a

year. According to counsel's most recent response, the telefax

machine and Watts line involved in these charges were used by the

stockholder/candidate, the Inn's secretary, and one campaign

volunteer. Of the $5,557.66 owed, Mr. Zeliff personally paid

$1,233.20 on April 29, 1990, and $562.22 on February 13 or March 6,

1991,13 leaving $3,762.24 to the Committee.

The Corporation's charges for the use of the Watts line were

based upon a formula which assumed that the Inn itself used the

line an average of 17 hours a month with the remainder of the

$10.30 hourly charge being allocable to the Committee. Fax

transmissions were billed on a cost per transmission basis. it,

therefore, appears that Mr. Zeliff's personal reimbursements for

telephone and telefax use represented usual and normal charges.

Commercially reasonable timing of the payment of telephone and

telefax charges would permit a thirty-day lapse between the date

the bill is received and payment. Mr. Zeliff's April 29, 1990

personal payment of $1,233.20 was applied against four charges

billed the Committee by the Inn between January 26, 1990 and April

30, 1990. Application of a thirty-day payment window leaves

13. Because Mr. Zeliff's reimbursement of $3,558.35 in February orMarch was reported as covering multiple categories of services, thisOffice has prorated the telephone charges by determining the ratioof all telephone charges to total charges billed the Committee
(15.8%) and applying that percentage to Mr. Zeliff's payment. Thisprocedure results in the allocation of $562.22 to telephones.
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$674.56 as not having been reimbursed within a commercially

reasonable time.

If one first applies Mr. Seliff's personal, telephone-related

payment of $562.22 in February or March, 1991 to the telephone

charge of $534.02 contained in the December 17, 1990 invoice, and

if one assumes that the payment was made in February as per the

notation on the December invoice, this payment still falls outside

the thirty-day time frame, again resulting in a corporate

contribution of $562.22.

With regard to the remaining $3,762.46 in reimbursements for

telephones and telefaxes made by the Committee, the timing of these

repayments would place much of the $3,762.40 outside the thirty-day

period and thus outside a commercially reasonable time. Of the

$737.09 payment on December 20, 1989, $369.82 in charges was

invoiced more than thirty days before the payment; of the $3,5S7.37

covered by payments in January, February or March, 1991,

approximately $3,053 was invoiced more than thirty days before the

first payment. Thus, a minimum of $3,422.82 for telephone and

telefax usage would have constituted corporate contributions by the

Inn even if reimbursements by the Committee were permitted.

(2). Coying

Mr. Zeliff's reimbursements on April 29, 1990, covered a $50

debt for copying incurred in August, 1989 and an additional $397

incurred in February, 1990. The $50 represented 20 copies a day at

$.10 a copy for five weeks. The $397 charge represented *approx.

27,000 copies x .0147 for excess on CFI maintenance agreement for

copier.*
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Payments for the copying charges were made by the appropriate

person, pursuant to 11 C.i.R. S 114.9(a); however, because

Hr. Zeliff's overall use of the 1nn's facilities was more than

occasional, isolated or incidental, the appropriate repayment

standards are those at I 114.9(a)(2). The $50 charge appears to

hav, met the requirements of this regulation with regard to method

of calculation; however, payment of the $50 took place eight months

after the charge was billed, taking it outside the regulation's

"commercially reasonable time' requirement. A thirty-day payment

period is standard in the copying business.14

The $397 charge was apparently reached by the Committee's

application of 11 C.i.R. I 114.9(a)(1) which permits charges for

occasional, isolated, or incidental use to be based upon the amount

by which a corporation's overhead is increased. However, as stated

above, the appropriate regulation, given Mr. Zeliff's extended use

of corporate facilities, is 11 C.r.R. S 114.9(a)(2). Thus, the

proper charge for the 27,000 copies would have been the normal and

usual rental charge for the use of the copying machine, not the

amount by which the corporation's maintenance agreement was

exceeded. Application to the 27,000 copies of the $.10 per copy

approach used by the corporation in connection with the August,

1989, bill for $50 discussed above would result in a required

reimbursement of $2,700 and actual under-reimbursement of

$2,303 ($2,700 - $397). Given the thirty-day standard payment

14. A conversation by staff with a small, Washington copying
business confirmed the thirty-day standard period.
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period in the copying business, even the Committeefs $397 repayment

was out of time. Thus, a corporate contribution of the full $2,700

resulted from this later use of the Corporation's copier.

(3). ndifferentiated Relbursement

The Committee's August 5, 1989, payment of $2,610.64 to the

inn covered an estimated charge of $350 for "copies, faxes, phone

calls on Watts and CT! lines, postage, stationery, supplies* used

during June and July of that year. No breakdown of the $350 charge

by category has been provided, nor is information in hand as to the

exact month in which these charges accrued. However, all of the

items listed apparently were used by Mr. Zeliff as stockholder/

candidate and/or by his secretary and thus were eligible to come

within the coverage of 11 C.F.R. S 114.9(a)(2). However, because

it was the Committee, not the stockholder, who made the

reimbursement, the requirements of this regulation were not met.

b. Transportation Using Corporate Vehicles

11 C.F.R. S 114.9(e)(2) permits the use of corporation-owned

or leased means of transportation such as cars or vans by a

candidate, a candidate's agent or another person traveling on

behalf of the candidate, who must reimburse the corporation at the

normal and usual rental charge within a commercially reasonable

time. Reimbursement must be made with campaign funds.

In the present matter, the candidate, Mr. Zeliff, used a van

owned or leased by the Inn to make campaign-related trips. Through

April, 1990 the Inn charged the Committee a rate of $.279 per mile,

a figure assertedly based upon AAA estimated costs for operating a
vehicle; in May, 1990 this rate was raised to $.28. According to
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the invoices, beginning in August, 1990, and continuing through the

November election, a second vehicle, a "red CrI truck" was also

used for campaign purposes. The Committee was charged $.30 per

mile for use of the truck.
1 S

Mr. Zeliff and the Committee, as required by 11 C.F.R.

S 114.4.9(e)(2), reimbursed the Corporation for a total of

$16,034.45 in charges related to the use of the Inn's van. The

following are the charges made by the Inn for van and truck usage

and the dates of payment:

Date Incurred Date Billed Amount Date Paid

8/89 8/31/89 $ 500.00 12/29/89
9/89 9/29/89 279.00 12/29/89

10/89 10/27/89 535.68 12/29/89
11/89 11/24/89 412.92 12/29.89
12/89 12/29/89 100.24 12/20/89
1/90 1/26/90 591.48 4/29/90
2/90 2/23/90 407.34 4/29/90
3/90 3/31/90 641.70 4/29/90
4/90 4/30/90 1,082.52 4/29/90
S/90 S/31/90 1,456.SS 12/20/901 1/30/91

& 2/13/91
6/90 6/30/90 1,811.60 12/20/90; 1/30/91

G 2/13/91
7/90 7/31/90 2,289.00 12/20/90; 1/30/91

& 2/13/91
8/90 8/31/90 1,097.84 12/20/90; 1/30/91

& 2/13/91
9/90 9/28/90 1,805.05 12/20/90; 1/30/91

& 2/13/91
10/90 10/31/90 2,293.11 12/20/90; 1/30/91

& 2/13/91
11/90 11/10/90 730.22 12/20/90; 1/30/91

& 2/13/91
Total $16,034.25

15. These figures for costs per mile were apparently taken from a
AAA publication entitled "Your Driving Costs." The cost per mile
figures take into account gasoline and oil, maintenance, tires and
ownership costs such as insurance and depreciation.
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Apparently the rates charged the Commtte for use of the van

and truck represented normal and usual charges. Thus, the

remaining issue is whether the reimbursements were made within a

commercially reasonable time.

Again, there is no evidence in hand that it was the usual

practice of the Corporation to provide vehicles for use by

customers. Within the rental car business it is apparently a

relatively common practice to provide a thirty-day payment period. 16

Application of this approach to the Committee and candidate's

reimbursements for vehicle use results in at least $11,751.97 in

late repayments.
17

c. Corporate Advances to Third-Party Vendors

The provisions of 11 C.F.R. S 114.9 permit the use by certain

persons of a corporation's own facilities for campaign-related

activities. They do not cover corporate advances on behalf of

candidates or their committees in the form of corporate payments of

bills submitted by third party vendors to such comittees for which

reimbursements are later made to the corporation. See MUR 3143.

11 C.F.R. 5 116.3 permits corporations to extend credit to

16. Alamo provides for this length of payment period. Some
companies such as Avis require the use of a credit card and thus
immediate payment.

17. Because the $5,000 payment made by the Committee onDecember 20, 1990 was reported generally as being for expense
reimbursement, it is necessary to determine what fraction of that
payment should be allocated to vehicle expenses. The overall
payments for this purpose represented 45.7% of the total
reimbursements paid the Inn. Using this percentage, $2,285 of the
$5,000 should be allocated to vehicle costs. The $730.22 charge
for December was therefore covered by this payment, taking this
charge out of the total of corporate contributions.
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political committees, but only if the credit is extended in the

ordinary course of the corporation's own business.

According to the invoices submitted by the inn, certain of

the charges to the Committee apparently covered payments made by

the Inn on behalf of the Committee to other vendors, including

payments to Office Market, Conway Supply, Jackson Corner Store and

B.E.V. for office supplies, to Federal express for postage, to

unnamed vendors for newspapers, to Conway Supply for materials for

signs, and to unnamed vendors in the form of credit card charges.

These payments totaled at least $3,040.14. 18 The charges did not

Involve the use of the Inn's own facilities; nor is there evidence

that the inn paid these types of charges for its customers in the

ordinary course of its business. Thus, these charges do not fall

within the requirements of either 11 C.F.R. S 114.9 or 11 C.F.R.

I 116.3(b) and, consequently, must be treated as advances and,

therefore, contributions to the Comittee in violation of 2 U.S.C.

5 441b. See, again, NUR 3143.

d. Secretarial Services

As is also stated above, two individuals, Judy Galluzzo and

Lois Nelson, provided secretarial services for Mr. Zeliff in

connection with his campaign starting in June of 1989 and

extending through the last half of that year. The election-

related shares of these individuals' salaries totaled $5,865.30.

18. The undifferentiated payment of $350 in August, 1989,
included reimbursements for "postage, stationery, supplies", as
well as "copies, watts line and Faxes." No portion of this
payment is included in the total of $3,040.14.
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11 C.F.a. S 114.9 %applies only to the use of corporate

facilities and does not include the use of the paid services of

corporate employees. Therefore, this section cannot be read as

supporting or authorixing . . . reimbursement . . . regarding the

compensation paid to . . . employees for the political services

rendered to Federal candidates." Advisory Opinion 1984-24. The

question in the present matter then becomes whether the provision

of such services was within the ordinary course of business of the

Corporation, pursuant to 11 C.F.R. 5 116.3. There is no

indication that the Inn extended credit for, or even provided,

secretarial services to its customers in the ordinary course of

its business. Thus, the provisions of Section 116.3 would also

not apply. The Inn's payments of the secretaries' salaries

constituted advances and, accordingly, corporate contributions

totaling $5,865.30, in violation of 2 U.S.C. 5 441b.

Even if one were to include the provision of secretarial

services as a use of corporate facilities, the fact that the costs

of these services were reimbursed by the Committee, not by

Mr. Zeliff as stockholder, would take them outside the provisions

of 11 C.F.R. S 114.9(a)(2). Nor did the timing of certain

payments meet the requirements of this regulation. While the

Committee's payment of $1,532 on August 5, 1989, came within five

days of receipt of the relevant invoice, the payment of $4,333.30

on December 20, 1989, covered five months of invoices, three of

which were paid more than thirty days after the dates of the

invoices. The charges for secretarial services covered by these

three invoices totaled $2,527.80.
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e. Food and Deverages

Mr. Zeliff and the Committee together made expenditures to

the Inn totaling $4,169.8S to cover the invoiced costs of food and

beverages, including charges for a dinner held on November 1,

1989v at the Inn ($420), an announcement dinner held on

April 3, 1990, at the Inn ($680.72), and a party held on

December 17, 1990, at the Inn ($1,345.62). Also included on the

invoices were, inter alia, other meals at the Inn's restaurant,

coffee and sodas for volunteers, and a cabana charge.

Counsel has stressed that the Inn's business includes food

services. Therefore, it appears that the dinners and other food

and beverage-related items included on the invoices from the

Corporation involved extensions of credit in the ordinary course

of the Inn's business as permitted by 11 C.F.R. 5 116.3.

The timing of certain of the payments, however, appears to

have been longer than that accorded other customers. As noted

above, in his affidavit attached to counsel's November 13, 1991

response to interrogatories, the Inn's bookkeeper, Kenneth Kaslow,

stated that *(tjhe Inn has in the past received credit extensions

of three months from its vendors." No such statement was included

with regard to the Inn's practice of extending credit to its own

customers.

The dates on which the debts here at issue were incurred and

billed, and the dates of payment are as follows:

Date Incurred Date Billed Amount Date Paid

5/25/89 7/31/89 $317.00 8/5/89
7/12/89 7/31/89 25.66 8/5/89
6/5-7/31/89 7/31/89 30.00 8/5/89
11/1/89 11/24/89 489.45 12/20/89
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Date Incurred Date Billed Amount Date Paid

8/1-8/31/69 6/31/89 100.09 4/29/90
8/1-0/31/69 8/31/69 25.00 4/29/90
9/1-9/30/39 9/29/39 2S.00 4/29/90
9/30-10/27/89 10/27/39 20.00 4/29/90
10/11/39 10/27/39 77.85 4/29/90
10/28-11/24/69 11/24/39 51.50 4/29/90
11/25/69-12/29/89 12/29/39 20.00 4/29/90
12/30/39-1/26/90 1/26/90 67.00 4/29/90
12/26/39 1/26/90 42.27 4/29/90
1/25/90 1/26/90 76.00 4/29/90
3/16/90 3/31/90 25.65 4/29/90
3/18/90 3/31/90 3.19 4/29/90
3/19/90 3/31/90 33.44 4/29/90
3/20/90 3/31/90 23.86 4/29/90
4/3/90 4/30/90 660.72 4/29/90
4/2S/90 4/30/90 11.03 4/29/90
6/2/90 6/30/90 507.54 12/20, 1990; 1/30

a 2/13, 1991
6/90 6/30/90 27.00 12/20, 1990; 1/30

& 2/13, 1991
8/90 8/31/90 47.98 12/20, 1990; 1/30

& 2/13, 1991
11/6/90 11/10/90 95.00 12/20, 1990; 1/30

& 2/13, 1991
12/17/90 12/17/90 21345.62 12/20, 1990; 1/30

& 2/13, 1991
Total $4,169.8S

As stated above, counsel has cited MR 3070 as precedent for

permitting outstanding amounts to be owed a vendor for more than a

year after the debts were incurred. in that matter, however, the

committee, prior to incurring the $12,198 debt at issue, had paid

the vendor almost $45,000 as consulting fees and for expenses

incurred on the campaign's behalf over a period of four months in

1987 and 1988. On that basis and on the basis of statements

received from the vendor concerning its general practices

regarding the collection of debts, it was determined that the

vendor had established a business arrangement with the candidate

committee for consulting services in connection with the 1988

election. The vendor had apparently proceeded in the ordinary
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course of its business, including extending credit in a manner

substantially similar to that extended other, nonpolitical

debtors.

In the present matter it has not been shown that it was the

usual practice of the Inn to extend any credit to its customers.

Therefore, it appears reasonable to apply at most a thirty-day

time limit to the period between the receipt of an invoice and

payment, beyond which a corporate contribution would result. 1 9

Application of a thirty-day standard to the charges listed

above results in at least $3,422.44 in corporate advances for food

and beverages not repaid within a commercially reasonable time.

The late payments resulted in corporate contributions to the

Committee in violation of 2 U.S.C. 5 441b.

f. SUmnSEX and Recommendation

The above analysis of particular categories of advances and

reimbursements results in the following total amount of corporate

contributions:

Third party vendors - $3,040.14
Salaries - 5,865.30
Telephone, telefax - 4,999.02
Copying - 2,700.00
Undifferentiated payment - 350.00
Vehicles - 11,751.97
Food and beverages - 3,422.44

$32,128.97

Given Mr. Zeliff's involvement as an officer of the

Corporation and as a candidate in the use of the Corporation's

facilities on behalf of the Committee and in the advances made by

19. Application of a thirty-day period extends the benefit of thedoubt to respondents and also acknowledges that several charges
were for parties rather than individual meals.
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the Corporation also on behalf of the Comittee, the Office of the
General Counsel recommends that the Commission find probable cause
to believe that william H. Zeliff, Jr. consented to and knowingly

accepted corporate advances and the use of corporate facilities

without the requirements of 11 C.F.R. 5 114.9 having been met, in

violation of 2 U.S.C. I 441b.

I. GENERA COUNSEL' S RftECOums.a10,

rind probable cause to believe that William H. Zeliff, Jr.,violated 2 U.S.C. 6 441b by consenting to and knowingly accepting
contributions from Christmas Farm Inn.

D)te@ t Lawrence H Nbs
General Counsel

110

N0
if)
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(202) 828-4960

Lawrence M. Noble, Esq. j HAND
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: M ""O C
Dear Mr. Noble:

We received your July 15, 1993 letter informing us of the
General Counsel's decision to rc probale cause findings

N in MUR 3191 on July 19.

O I am scheduled to be out of town from July 26 to August 303 based on prior commitments and therefore canntot prepare a
response to the detailed Briefs enclooed with your letter in the
15 days allotted. To permit aqute time to review the Briefs,consult with our clients, and p a , I request an

rextension of 20 days to and includig August 18, 1993.

Thank you for your cooperation in this matter.

1 Sincere,

g~e E. odman

for the Friends of Bill
eli ff Committee, The Hon. Bill

Zeliff and Christmas Farm Inn, Inc.

CC: Jan Witold Baran
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Ms. Marjorie W. Emons
Commission Secretary
Federal Election Commission
999 1 street, NW..
Washington, D.C. 20463

Re: MUR 3191 (Friends of Bill Zeliff Comittee and
Robert D. Goodman, as Treasurer, Christbs
Farm Inn, Inc., and Th Honorable William x.
Zelif, Jr..

Dear Madam Secretary:

Enclosed please find ten copies of the Respondents'
Brief in the above captioned matter pursant to 11 C.F.R. S
111.16(c).

This office requests that the Commission oonolude this
matter expeditiously pursuant to the powers granted it by
Congress in 2 U.S.C. S 437d. Some of the activity at Letue
in this matter is now over four years old. This case
warrants a rapid conclusion.

In our experience, decisions on probable cause have
taken anywhere from six months to several years after the
filing of respondent's briefs. In most cases, as here,
respondents file these briefs within thirty days of receipt
of the General Counsel's Brief despite delays of months or
even years in hearing from the Commission. For example, MUR
2185, which is cited by both the General Counsel's Briefs and
Respondents' Brief, reflects that one year elapsed between
the filing of respondents' brief and the Comnission's
consideration of the case and its dismissal.
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It is our hope and request that the cimaission take
action with re to this hatter within the next siXty
days.

Thank you for your attention to this natter.

Sincerely,

5 Jan WiodBaran

cc: fhairsman Scott Thoas
Vice (cra n ?revor Potter
oissioner Joan Aikens
Oamiss Lee Ie Ann Elliott
Oinulusm John Warren NcGarry
CisIeior Danny Lee McDonald
tA*Wieig X. Noble, Eq. (3 copies)
3ANe Willian H. Zeliff, Jr.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Friends of Bill Zeliff Committee,)
Robert D. Goodman, as Treasurer, ) MUR 3191
Christmas Farm Inn, Inc., and )

• The Hon. William H. Zeliff, Jr. )

RI31UD3S' DIrI?

• This Respondents' Brief, along with the attached

Exhibits is submitted on behalf of the Friends of Bill Zeliff

Committee ("Committee") and Robert D. Goodman, as Treasurer,

•* Congressman William H. Zeliff, Jr., and Christmas Farm Inn,

Inc. ("Inn") (collectively "Respondents"), in response to the

General Counsel's Briefs of July 14, 1993 ("Briefs")

recommending that the Federal Election Commission

("Commission") find probable cause to believe that the

Respondents violated the Federal Election Campaign Act of

•* 1971, as amended ("Act"), and Commission regulations in

Matter Under Review ("MUR") 3191.

Respondents urge the Commission not to accept the

* General Counsel's recommendation, and to find, in lieu

thereof, no probable cause to believe.

0 Qo 1o

The subject of this Matter is Congressman Bill Zeliff's

use of the company which he and his wife established and

• wholly own, the Inn, during his 1990 campaign in New

Hampshire. At issue is whether Congressman Zeliff properly



relied on the express terms of 11 C.F.R. S 110.10 (1990) in

treating one-half of the assets of the Inn as his "personal

funds" for the purposes of making loans or contributions to

his campaign committee. As demonstrated below, Congressman

Zeliff's ownership of the Inn meets the express terms of

S 110.10, and the General Counsel's Briefs do not dispute

this. Instead, the General Counsel's Briefs promote an

interpretation of the regulations which effectively amends

them by ignoring rights of candidates over equitably-owned

property that they indisputably control.

The following facts are undisputed:'

S Congressman Zeliff, as a 50% stockholder in the

Inn, eM~tolv owns one-half of all the Inn's

assets (including its accounts receivable);

Congressman Zeliff's 1990 stockholder 2=ity in the

Inn exceeded

Congressman Zeliff, as President of the Inn,

exercised undisputed, exclusive control over all of

the Inn's assets and, at his discretion, he could

sell assets, withdraw monies, declare dividends,

Respondents have presented these facts to the
General Counsel's staff over a two-year "investigation." S
March 19, 1991 Letter Response from Jan Witold Baran to
Lawrence M. Noble (with attachments); November 13, 1991
letter from Jan Witold Baran to Lawrence M. Noble (with
attachments). The General Counsel has never questioned or
disputed any of these factual demonstrations. Should it do
so at this late date, Respondents request an opportunity to
respond.
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make payments, make loans, and, indeed, tojyj

loans;

* Congressman Zeliff and his wife, Sydna Zeliff,

personally owned all of the Inn's assets as a

proprietorship until 1977 and incorporated the

business at that time for liability purposes;

* Since 1977, Congressman Zeliff has frequently drawn

money on an as-needed basis from the Inn's bank

account for a variety of personal uses in the same

manner as he did during his campaign;

* At all relevant times, Congressman Zeliff and Sydna

Zeliff were the only two officers and directors of

the Inn; and

* Congressman Zeliff borrowed $209,000 from the Inn

which he then lent to his campaign committee.

The General Counsel's Briefs do not dispute the truth of

'IC any of these facts. These facts establish that Congressman
0

Zeliff had (i) legal right of access to, (ii) control over,

tO and (iii) an equitable interest in one-half of all Inn

C1, assets. '

"(I]t has been said that stockholders are the
* equitable owners of the property and assets of the

corporation, and that they have a proprietary interest in the
corporation, and a qualified beneficial interest which is an
indirect or collateral interest in the corporate property."
11 Fletcher Cyc. Corp. S 5100 at 100 (Peru. Ed. 1986)
(collecting authority).
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Second, this Matter involves the campaign's payments of

$35,094.40 for goods such as office supplies, copying, food,

faxes, transportation, and secretarial services. There is no

dispute that each of these items was paid in full (including

duplication expenses as will be explained), rather, the

dispute here is whether by even ingurring a debt to the

Christmas Farm Inn the campaign accepted a corporate

contribution. It did not. Indeed, if this campaign has

accepted corporate contributions it is likely that every

campaign has accepted corporate contributions.

Finally, the Commission merged its findings regarding

48-hour notices from MUR 3226 into this Matter. It would now

be appropriate to take no further action with regard to these

findings.

a= ~iiS. SEUIT LCOUMD NIS PSUOA
EUND toKi M S M M ca4n q iTU

Com -esmsn Neltff May $pond
Unliaitei Pwromnal lun~s On Zia Candidacv

In Buckley v. Valeo, 424 U.S. 1, 51-53 & n. 57 (1976),

the Supreme Court ruled that any limitation on a candidate's

expenditure of "personal funds" is unconstitutional.

Pursuant to Buckley v. Valeo, in 1976 the Commission

preserved each federal candidate's First Amendment right to

"make unlimited expenditures from personal funds." 11 C.F.R.

S 110.10 (1990). See 41 Fed. Reg. 35948 (1976).
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11 C.F.R. S 110.10(b) (1990) defines "personal funds* as

follows:

For purposes of this section, 'j flj
Zwds' means (1) Any assets which, under
applicable state law, at the time he or
she became a candidate, the candidate had
legal right of access to or control over,
and with respect to which the candidate
had either: (i) Legal and rightful title,
or (ii) An equitable interest.

The original version of S 110.10(b) issued in 1976

contained the phrase "right of beneficial enjoyment" in place

of the phrase "equitable interest." See 41 Fed. Reg. 35948

(1976). In 1983, the Commission revised S 110.10(b) to the

present language and promulgated the following Explanation

and Justification:

By changing the term "right of beneficial
enjoyment" to "equitable interest" the
Commission is using a term which more
specifically applies to an ownershi2 or
pecuniary interest that is not one of
12"1 title. By reordering the criteria
defining "personal funds," it is made
clear that the criteria of "legal and
rightful title" and "equitable interest"
must each be linked with "legal right of
access to or control over."

48 Fed. Reg. 19020 (1983)(eaphasis added). The Commission's

Explanation clearly provides that a candidate's M itable

interest in property suffices to qualify the property as

"personal funds" and that legal title to the property is not

necessary in order to treat assets as "personal funds." No

other criteria have ever been established by the Commission

to define "personal funds."

- 5 -



Indeed, in Buckler v. Valeo, the Supreme Court indicated

that the Constitution would not permit any further

limitations other than whether the candidate had "access to

or control over such funds at the time he became a

candidate." 424 U.S. at 52 n.57.

Assuming that S 110.10 means what it expressly states --

that "personal funds" are "any assets" which the candidate

has control over and an equitable interest in -- then

Congressman Zeliff's equitable ownership and control over the

Inn's assets renders them "personal funds" under S 110.10 by

definition.

- The General Counsel's Briefs do not dispute that

Congressman Zeliff's ownership of the Inn meets the express
CV definition of personal funds. Indeed, it is not legitimately

possible to deny it. Rather, the Briefs object (at 11) to'0

the method by which Congressman Zeliff utilized his personal

funds -- i.e., he borrowed money from the Inn he owns. In

C: other words, he borrowed money from himself.

Ironically, the General Counsel's Briefs state (at 11)

that Congressman Zeliff's use of the same money from the Inn

would have been legal had he simply elected another

transactional form. According to the Office of General

Counsel:0
Congressman Zeliff could have simply treated the

$209,000 as a "disbursement" from the Inn;

- 6 -



* Congressman Zeliff could have "liquidated" his

ownership interest in the Inn;

* Congressman Zeliff could have used his stock in the

Inn as "collateral for a bank loan."

* Congressman Zeliff could have loaned his shares in

the Inn to the Committee.2!

Each of these recommended alternatives would have had

the identical effect, i.e., an infusion of Congressman

Zeliff's personal funds into the Committee. Nonetheless, the

General Counsel's Briefs assert (at 11) that "the method he

chose, namely his borrowing of the monies from the

Corporation's treasury," is dispositive because of the

restriction in 2 U.S.C. S 441b(b)(2).!/ The net result here

1/ The following transactional forms would also comply
with the General Counsel's analysis:

Congressman Zeliff could have simply sold his
shares back to the Inn;
Congressman Zeliff could have loaned the proceeds
of sale of the stock to the Committee, later been
reimbursed, and then repurchased the stock;
Congressman Zeliff could have sold his shares to
Sydna Zeliff who could have leveraged assets of the
Inn for the purchase money;
Congressman Zeliff could have simply declared a
dividend;
Congressman Zeliff could have given his shares in
the Inn to the Committee.

4- As seen below, this is not the first time the
General Counsel's Office has tried to circumvent the clear
application of 11 C.F.R. S 110.10 (1990) through the
invocation of another section of the Act. However, the
Commission has recognized that Section 110.10 stands alone
and that compliance with that provision is the only relevant
analysis to determining whether a candidate has complied with
the Act. See MUR 3097 (Louis DuPont Smith).
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is that form has been raised over substance by the General

Counsel's analysis. Respondents are to be punished here

because of the accountilna ethod, not uabtance of their

financial affairs.

This conclusion is contrary to the Commission's

definition of personal funds and is unsupported by any

authority. Nothing in S 110.10 suggests that a "loan" from

the Inn would be considered a corporate contribution pursuant

to 2 U.S.C. S 441b(b)(2) while some other "direct or indirect

payment" from the Inn, such as those recommended by the

General Counsel's Briefs (at 11) would not.

The ann's Incoxroration Does Not
Reader Ian Asets Mlo-leruemal FundS

The General Counsel's Briefs argue (at 10 & 11) that

Congressman Zeliff's equitable ownership and control over Inn

assets are irrelevant to a personal funds determination due

to the fact of incorporation. Section 110.10 contains no

such limitation. The rationale for such an implied

limitation is undermined by the virtually identical financial

options suggested by the General Counsel's Briefs as

permissible -- which would each effect an identical financial

result through a different accounting method.

The only rationale provided (at 11) by the General

Counsel's Briefs for this disparate treatment of identical

uses of one's equitably owned assets is that the loan
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"resulted in the flow of cor Mrate monies into his campaign"

* while the other transactions would result in the flow of

Conressman Zeliff's monies into his campaign. But that

distinction is a self-fulfilling prophecy by the Office of

* General Counsel which relies on 129al title not eguitable

title. Here, Congressman Zeliff equitably owns one-half and

indisputably controls all "corporate monies."

The Briefs' analysis ignores Congressman Zeliff's

equitable interest and, consequently, ignores the equitable

interest prong of the personal funds regulation. That has

occurred at least once before. In NUR 3097 (Louis DuPont

-- Smith) the Commission determined by a 5-0 vote, contrary to

the General Counsel's recommendations, that funds a candidate

drew from a trust were "personal funds" because the candidate

"retained an equitable interest in the monies contained in

that trust.'"& It was not relevant that the trustee had

legal title to the funds or that the candidate had no

discretionary control or unfettered access to the funds (he

could obtain the funds only by court order). What was

relevant was that the funds met the definition of personal

funds because the candidate had an equitable interest in

them. In fact, like Congressman Zeliff, the candidate in MUR

3097 had owned the assets outright before transfer to the

trust, and retained an eguitable interest in them thereafter.

Seee MUR 3097 (Louis DuPont Smith), January 15, 1991
Statement Of Reasons at 2.
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Thus, although the General Counsel argued in MUR 3097 that

treating those funds as "personal funds" would violate the

limitations imposed by 2 U.S.C. S 441a(f), the Commission

recognized the candidate's equitable interest as dispositive

and overruled the General Counsel.
/

In conclusion, Congressman Zeliff's use of assets which

he equitably owned and over which he had access and sole

discretionary control meets the express requirements of

personal funds as defined in 11 C.F.R. S 110.10(b)(1) (1990).

His use also meets the constitutional protections demanded by

Buckley v. Valeo.- +

.i/ The General Counsel's interpretation here is also
inconsistent with its analysis in NUR 2188 (Mcillen). There
the General Counsel treated a candidate's travel expenses as
"personal funds" notwithstanding the fact that a corporation
had paid then because the candidate's right to travel
expenses "was analogous to the concept of legal and rightful
title." E MUR 2188 (Ncillen), May 22, 1987 General
Counsel's Report at 17. The General Counsel did not treat
the fact that a corporation controlled payment of the
expenses as an extra limitation on the definition of
"personal funds."

7,, The Commission's recognition of Congressman
Zeliff's compliance with 5 110.10 does not portend a slippery
slope in the enforcement of 2 U.S.C. S 441b, for this is not
to say that all Subchapter S corporations are exempt from 2
U.S.C. S 441b. Not all Sub S corporations commence with the
transfer of the candidate's personal property. Not all Sub S
corporations have only two officers and directors who are the
candidate and the candidate's spouse. And, most important,
not all Sub S corporations are indisputably controlled by the
candidate. In the highly limited circumstances presented
here, Congressman Zeliff's use of his own assets should be
treated as personal funds protected by the First Amendment
and permitted by 11 C.F.R. S 1l0.10(b)(1) (1990).

- 10 -



Under hARt Cxo=staooas ItospoadAOts9 2elied In
Good Faith Upo 22 C..3R. 5 110.0 And Under

a UoS*C, 9 43 (o) ler Yhu.s not fuot To la Amotion

Congress expressly forbade the Commission from imposing

any sanction under the Act where, as here, parties rely in

good faith upon the Commission's regulations in conducting

their activities:

Notwithstanding any other provision of
law, any person who relies upon any rule
or regulation prescribed by the
Commission in accordance with the
provisions of this section and who acts
in good faith in accordance with such
rule or regulation shall not, as a result
of such act, be subject to any sanction
provided by this Act or by chapter 95 or
chapter 96 of title 26.

2 U.S.C. S 438(e); Iilso Office of Personnel Kanaqement v.

B]ibOWg, 496 U.S. 414, 428 (1990).

Respondents cannot be penalized for having relied upon

an established and valid regulation that the General

Counsel's Briefs now construe as inconsistent in some

respects with another statute.1'

L This is a case of first impression at the
Commission. The General Counsel's Briefs cite no Drecedent
for interpreting the personal funds definition of 11 C.F.R.
S 110.10 (1990) in this manner. In the past, the General
Counsel attempted to rely on MUR 2522 (Vandenberge).
Respondents have previously demonstrated that the General
Counsel's Brief in MUR 2522 did not address the Commission's
personal funds definition in making recommendations, the
respondent there did not cite or claim reliance on the
definition, and the Commission apparently did not consider it
in making findings. Therefore, MUR 2522 has no precedential
value in this Matter.

(continued...)
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Respondents' reliance here on the express definition of

* "personal funds" at 11 C.F.R. S 110.10 (1990) to arrange

their campaign financing is a very significant point for the

Commission to consider in passing on this Matter. Had

• Respondents known that their accounting method was going to

be treated as dispositive by the General Counsel instead of

the express language of 11 C.F.R. S 110.10 (1990), they would

have simply elected one of the alternative financial

arrangements, used the same money from the same bank account,

and faced no alleged violation of the Act.

.0 Even the General Counsel has fallen into his own trap.

-- The General Counsel's interpretation (at 11) that S 110.10

permits "disbursement(s)" from Congressman Zeliff's
N,

corporation is similar to Respondents' interpretation that

S 110.10 permits "loans" from Congressman Zeliff's

corporation. Both "loans" and "disbursements' arguably are

O04 prohibited by 2 U.S.C. S 441b(b)(2). Respondents agree with

the General Counsel that "disbursements" are permitted by
:f) S 110.10 notwithstanding the prohibition of S 441b(b)(2), but

see no distinction between "disbursements" and "loans" in

either 11 C.F.R. S 110.10 (1990) or 2 U.S.C. S 441b(b)(2).

Respondents relied upon S 110.10. The General Counsel

does not and cannot suggest that they acted in bad faith.

8(... continued)
Moreover, if the General Counsel believes the

regulation should be changed, a rulemaking would be
appropriate, not an ad hoc change in the regulation.
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Therefore, the Commission is barred by 2 U.S.C. S 438(e) from

taking any further action against Respondents with respect to

the disputed loans.

1I. RUMOnD" COPIND WZT 11 C.].R. 5 114.9
BY FUY LI 3 ]U3 IM3 TIM IN= FOB TIE oll OF ITS

&CXLITXIM AT CIEL AND USUAL CIWNGES AND IN A
Ca ,C .ALLY _na3mLa TINM.

The General Counsel also recommends that the Commission

find probable cause to believe that Respondents violated

2 U.S.C. S 441b by failing to reimburse the Inn for the use

of its facilities in a commercially reasonable time. Once

again, Congressman Zeliff equitably owned and controlled the

facilities of the Inn and thus had no obligation to reimburse

the Inn for the use of his own assets. Nevertheless,

Congressman Zeliff chose to reimburse the Inn. Yet, because

he made this voluntary choice to reimburse the Inn which was

not required by law, the Office of General Counsel has

inexplicably expended great effort to find violations of

reimbursement regulations. As demonstrated below, however,

the Inn was reimbursed inWful for all uses of its

facilities, in a commercially reasonable time, and in

compliance with 11 C.F.R. S 114.9 (1990).
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*7

all Bulies And 3quipuent Of The Inn
are Conqremman seliff' a Personal Funds And He Was

Mot Reqied TO ReioBmue 2b Ian In The .irat Place

As half-owner and operator of the Inn, Congressman

Zeliff equitably owned half of all of the Inn's supplies,

• equipment and vehicles used for campaign purposes and had

discretionary authority over their use. The Commission

recognized this fact in issuing its Factual and Legal

• Analysis, stating that "[g]iven his ownership of the

Rrort it is certain that the candidate was one of those

involved in the use of the Inn's facilities." (p. 22,

emphasis added). As equitably owned assets over which

Congressman Zeliff exercised control and to which he had

access, these are personal funds in accordance with 11 C.F.R.

S 110.10(b)(1)(1990) which refers to "any assets,, and the

NO use of them is protected by the First Amendment. The

ICommittee, therefore, was not even required to reimburse the

Inn for the use of Congressman Zeliff's assets.

C In an Rmet. A Comittee N" u! CoRMoat9 Facilities

• In any event, reimbursements to the Inn for the use of

its facilities would be governed by 11 C.F.R. S 114.9 (1990),

not S 116.3 (as suggested in the General Counsel's Briefs).

* The Inn's facilities were used by Congressman Zeliff,

employees of the Inn, and a campaign volunteer on a

reimbursement basis. Such usage is expressly contemplated
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S

and provided for in the Commission's regulations at

S 114.9.2' Specifically, a campaign committee and its staff

and volunteers may use corporate facilities so long as they

reimburse the corporation.. .within a
commercially reasonable time in the
amount of the normal and usual rental
charge, as defined in 11 C.F.R.
S 100.7(a)(1)(iii)(B), for the use of the
facilities.

11 C.F.R. S 114.9(d) (1990).

Further, a stockholder or employee of a corporation may

use corporate facilities to assist a federal campaign so long

as the corporation is reimbursed for the facilities

within a commercially reasonable time for
the normal and usual rental charge, as
defined in 11 C.F.R. S 100.7(a)(1)
(iii)(B), for the use of such facilities.

11 C.F.R. S 114.9(a)(2) (1990).

In addition, the Commission's regulations also permit

"any person" to use corporate facilities to "2rg~hte

yaterials" so long as the corporation is reimbursed

within a commercially reasonable time for
the normal and usual charge for producing
such materials in the commercial market.

11 C.F.R. S 114.9(c) (1990).

-, 11 C.F.R. S 116.3 (1991) applies only to
"extensions of credit by commercial vendors." The Inn did
not sell use of its facilities as a commercial vendor of such
services. Thus, 11 C.F.R. S 116.3 (1991) is inapplicable,
even though referenced in the General Counsel's Briefs.
Furthermore, S 116.3 was promulgated after the events in this
case. See infra at 32.
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The key to all of the corporate use provisions is that a

* corporation be reimbursed the "normal and usual" charge

within a "commercially reasonable time." In this regard,

"usual and normal rental charge" is defined as

the price of those goods in the market
from which they ordinarily would have
been purchased at the time of the
contribution ...

11 C.F.R. S 100.7(a) (1) (iii) (B).

• However, as admitted by the General Counsel's Briefs

(at 14), "'Commercially reasonable time' is not defined in

the regulations." In past matters the Commission has

considered a variety of contextual factors to determine what

is commercially reasonable on a case-by-case basis. A,

e g., MUR 3070 (Korman). That Matter dictates dismissal of

O) this Matter.

Furthermore, according to the Commission's March 1992

CAmaian Guide For Cororations And Labor Oraanizaktios (at

48), for purposes of reimbursements made pursuant to 11

,p C.F.R. S 114.9(a) (1990),

C'.When an individual uses the facilities to
benefit a gandidate or 2olitical
• oittee, that use is either an in-kind
contribution by the individual or an
e2Mnditure by the committee, depending
on who reimburses the organization.
(emphasis in original).

• See Exhibit 1. Thus, the Commission permits either the

stockholder, the employee, or the committee to reimburse the

corporation. The Commission has not interpreted the
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regulations as limiting the source of reimbursements as the

General Counsel's Briefs suggest (at 24).

The Inn Was Fully Rembured ohe "Noral
And UsMl" Chare for A1L Facilities

And SroductIon Of Naterials In Compliance
With 11 C'oR.. 5 114o9(a). (g) & fd)

The General Counsel admits (at 26, 28 and 31) that the

Inn was reimbursed in ful at the "normal and usual charge"

for each use of its facilities. The only charge General

Counsel challenges (at 28) is the charge for 27,000 copies

reflected on the Inn's February 23, 1990 invoice.

The Inn charged the Committee $17 for 27,000 copies, or

1.47 cent& per duplicate. However, had the Committee gone to

a commercial vendor in Manchester, New Hampshire, they would

have been charged only $334.85 for 27,000 reproductions, or

only 1.2 cents per duplicate, and would have saved money.

.S Exhibit 2, Affidavit of Declan C. Leonard at 3.

Thus, Respondents complied with 11 C.F.R. S 114.9(c) (1990)

and 100.7(a)(1)(iii)(B) (1990) by reimbursing the Inn the

going price in the relevant market.u/

lz/ Respondents object to the use of unsworn,
undocumented "evidence" by the Office of General Counsel that
purports to "prove" a violation of the Act by relying on
price quotes from an unnamed Washington, D.C. printing
business. Not only is this unfair, it is irrelevant. FEC
regulations require comparison with the "market from which
(goods and services] ordinarily would have been purchased."
11 C.F.R. S 100.7(a)(1)(iii)(B)(1990). In this case, that
would be New Hampshire, not the District of Columbia.
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The Zan Was Fully Reimbrsed Within
& " 2onezially Ieasonable Va" in

* Cmliano With 11 CUR.I, g 114,9(g11 (2) s (4)

The following chart summarizes Respondents'

reimbursements to the Inn and calculates the timing of each

0 invoice payment on a "first-in, first out" accounting basis:

0

CN~

\0

0?

@*1
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DATN l rIVOII CW 3 3MA DUU Tila or

7/31/89 $ 2,610.64 ..... ....... <$2o610.64> 5 days

8/5/89 $2,610.64 <0>

8/31/89 1,747.24 <1,747.24> 4 os.

9/29/89 751.44 <2,498.68> 3 Mos.

10/27/89 2,298.90 <4,797.58> 2 mos.

11/24/89 2,216.35 <7,013.93> 1 no.

12/20/89 7,387.88 < -373.95>

12/29/89 1,335.51 < 961.56> prepaid/4 nos.

1/26/90 1,111.60 <2,073.16> 3 nos.

2/23/90 1,565.59 <3,638.75> 2 nos.

3/31/90 1,212.44 <4,851.19> 1 no.

4/29/90 6,752.84 <-1,901.65>
. ..... . .. . __(zeliff)

4/30/90 1,901.65 ...._<0> prepaid

5/31/90 1,957.93 <1,957.93> 6.5 nos.

6/30/90 2,621.26 <4,579.19> 5.5 nos.

7/31/90 2,895.57 <7,474.76> 4.5 nos./5.5 nos.

8/31/90 1,563.68 <9,038.44> 4.5 nos.

9/28/90 2,687.54 <11,725.98> 3.5 nos.

10/31/90 3,058.71 <14,784.69> 2.5 nos.

11/10/90 1,601.21 <16,385.90> 4 nos.

12/17/90 1,957.14 <18,343.04> 3 nos.

12/19/90 5,000.00 <13,343.04>

1/28/91 __............. 9,784.69 <3,558.35>

3/6/91 3,558.35 <0>
(Zeliff)

TOTAL $35,094.40 $35,094.40 <0>
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This chart demonstrates that the inn issued monthly

invoices to the Committee and received regular reimbursements

-- some paid inavac and most paid no later than three to

tour months after issuance. Each monthly invoice reflected

any amounts outstanding from previous invoices and some even

insisted: "Please pay ASAP." $.A Exhibit 3, Inn Invoices

Dated July 31, 1989 - December 17, 1990.

Respondents' schedule of reimbursements is consistent

with the Commission's precedent established in MUM 3070 which

determined twelve months to be a "commercially reasonable

time" to pay an incorporated vendor. This Matter presents

many of the same factors the Commission considered in MUR

3070.'

i.' In R 3070 (Korman), the Commission considered the
following facts in determining twelve months to be
"commercially reasonable time" for payment:

Mi the vendor had previously received a payment four
months after services were rendered;

(ii) the campaign and the vendor had an established
business relationship which provided some
assurances of future payments;

(iii) the vendor extended credit in the same manner he
extended other customers credit;

(iv) the vendor attempted to collect the debt by sending
"past-due" notices;

(v the vendor received assurances of payment;
(Vi) the vendor did not normally charge interest on

debts; and
(vii) the vendor did not intend to forgive the debt.

See MUR 3070 (Korman), November 19, 1990 First General
Counsel's Report at p. 6.
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For example, in MUR 3070, the Commission considered

* significant the fact that the corporate vendor had received

one payment for four months of services before extending

credit for over twelve months. Here, the Inn received two

* successive payments over the four month period August-

December 1989, and a third payment four months later in April

1990. After that, no invoice went unreimbursed for more than

six months, and most were paid in two to four months. In

short, the Inn received regular periodic payments and a

relationship developed that assured the Inn that any

* outstanding invoices would be reimbursed promptly as, in

fact, they were."'

The Commission also considered significant the fact that

the corporation sent past due notices in MUR 3070, an

indicator of ordinary course dealings. Similarly, each Inn

invoice listed outstanding invoices and requested payment

"ASAP." Thus, while the General Counsel exerts great effort

C (at 22 and 35-36) to distinguish HUR 3070, the contexts are

very alike.Ui

* I/ Moreover, the Inn's President and owner
(Congressman Zeliff) could rely upon the candidate's (also
Congressman Zeliff) commitment to pay all invoices in a
reasonable and timely fashion. Congressman Zeliff and the
Committee did in fact pay all invoices in a timely fashion,
and completely reimbursed all charges by March 6, 1991, just
four months after the election.

13 Although the corporation in MUR 3070 (Korman) could
submit evidence of his credit practices with other customers
to establish its ordinary course of business, that was

h(continued...)
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Moreover, Respondents' diligence in reimbursing the Inn

contrasts sharply with dozens upon dozens of campaignI

committees that carried vendor debts well past the 1990

election -- some of which have not been paid to this day --

none of which appear to have ever been the subject of anI
enforcement proceeding by the Commission. See February 1991

FEC Press Release Listing Outstanding Debts After 1990

Election.;'

The New Thirty-Day Inflexible Time Period
IZned Al fMral Qonse-l Is Untenable

SOGeneral Counsel repeatedly asserts (at 25, 26) that a

commercially reasonable time is "thirty days." The General

CN U'(...continued)
I N because the corporation was a commercial vendor of its

services. Here, by contrast, the Inn was not providing the
use of its facilities as a commercial vendor, for it is not a
cemcial vendor of corporate facilities. Rather, it is a
country inn whose business is to provide quarters and food to
temporary quests. Therefore, it has no precedent for being

I reimbursed for its facilities and cannot establish an
ordinary course credit practice. 11 C.F.R. S 114.9 (1990)
nevertheless permits corporations like the Inn to make their
facilities available for campaign use. See al&2 HUR 2185
(Goldome). And under all the circumstances, the Inn was

C> reimbursed in a timely fashion. Indeed, Respondents have
submitted evidence showing that reimbursements to the Inn
were consistent with the Inn's payments to its own vendors.
General Counsel does not say why that ordinary course
practice is insufficient for purposes of S 114.9.

14/1 Although some outstanding debts reflected in the
February 1991 FEC Press Release were personal loans owed to
the candidates, considerable sums were for outstanding vendor
debts that were not paid for, in some cases, over 20 months.
See, e.g., Exhibit 4, Summaries of Outstanding Vendor Debts
From FEC Reports on File for Daniel K. Akaka, Paul David
Wellstone, and Byron Stephen Georgiou.
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Counsel cites no authority for such a fixed time deadline.

Nor does the General Counsel provide any argument explaining

why such a fixed time deadline should be imposedA-' General

Counsel simply states (at 36):

it a2oears reasonable to apply at most a
thirty-day time limit to the period
between the receipt of an invoice and
payment, beyond which a corporate
contribution would result. (emphasis
added).

General Counsel does not state why "it appears reasonable" or

cite any precedent requiring corporate reimbursements in less

than thirty days. Respondents have already demonstrated that

the Commission provided no such inflexible time deadline in

its regulations and that the Commission has approved

reimbursements of over twelve months. MUR 3070 (Korman).

Moreover, application of the thirty-day rule advocated

by General Counsel here would fly in the face of the Act's

whole regulatory scheme in the following respects:

* 11 C.F.R. S 104.11(b) (1990) would be superfluous.

It requires debts of $500 or less to be reported

only if outstanding more than 60 days. Under

General Counsel's analysis, each such debt is

commercially unreasonable and would automatically

constitute a violation.

:- ' If General Counsel presents some argument now,
Respondents request to be informed of it and be given an
opportunity to respond to it.
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* 11 C.F.R. S 104.11(a) (1990) would also be

superfluous. It requires continuous reporting of

outstanding debts until extinguished. There would

be no need for continuous reporting if all debts

were required to be paid within thirty days.

* Under the current bi-annual (off-year) and

quarterly (on-year) reporting, the Commission would

never be able even to detect many payments made in

two to six months (violative of the General

Counsel's thirty-day rule) because the current

Schedule B's and D's cover three- to six-month

periods and do not require reporting of the precise

date debts were incurred.

* The Commission's regulations currently permit

campaigns to carry-over their debts to the next

campaign Committee. Any campaign that did so would

automatically admit to a thirty-day violation.

* Indeed,, the entire debt retirement scheme of 11

C.F.R. SS 116.1 - 116.10 (1991) would be

superfluous because each debt subject to treatment

would be over thirty days old.

* Under the General Counsel's thirty-day rule, dozens

of 1990 candidates who carried debts past December
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1990 and 1992 candidates who have outstanding debts

would be in violation of the law today.Wi

In short, no debt would ever be "outstanding" if all

debts had to be paid within thirty days. Because it would be

• patently unreasonable to prohibit all "outstanding debts,"

the Commission has provided a regulatory scheme for retiring

"outstanding debts" and has always approached the

"commercially reasonable time" issue on a contextual case-by-

case basis. See, e.g., MUR 3070 (Korman).

Here, Respondents made regular, periodic payments of

monthly invoices. Some invoices were actually paid prjo to

being issued, some were paid within thirty days, and no

invoice was outstanding for more than six months. The Inn

had every assurance of repayment given the Committee's

regular pattern of payments in mid-1989, especially in light

of Congressman Zeliff's ownership of the Inn and commitment

to its business success. In this context, like NUR 3070, the

reimbursements were made in a commercially reasonable time.

For example, Senator Wellstone would have long ago
violated the Commission's regulations, as would Senator
Akaka, and Byron Georgiou, each of whom carried substantial
vendor debts for periods of from two to over twenty months
past the 1990 election. See Exhibit 4, Summaries of

• Outstanding Vendor Debts from FEC Reports on File for Daniel
K. Akaka, Paul David Wellstone, and Byron S. Georgiou; se
also Exhibit 5, "Freshmen Making Big Dents In Debts," Roll
Call, August 12, 1993, pp. 1 & 11 (detailing debts of dozens
of freshman congressmen outstanding since Fall 1992 -- over
eight months ago).
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The Goemral CouRSoe's brietf Distort
The lmots A" Aplioablo ogulations
In U tfort To Conooot Violatione

Respondents have demonstrated above and the General

Counsel does not dispute that (i) the Inn diligently kept

detailed records of all facilities used for campaign

purposes, (ii) the Inn invoiced the Committee monthly for the

normal and usual charge for each use, and (iii) the Committee

and Congressman Zeliff made regular payments and reimbursed

the Inn in full. No outstanding balance was left just four

months after the 1990 election.

These facts alone should manifest compliance with the

letter and spirit of the Commission's regulations. But the

General Counsel's Briefs virtually ignore these significant

and fundamental facts, choosing instead to nitpick through

the details of eighteen invoices looking to invent technical

violations in a game of bureaucratic "gotcha." That type of

enforcement surely was not contemplated by the Commission

when it issued 11 C.F.R. S 114.9 (1990). If it were, then

scores of campaign committees would be unknowingly in

violation at this very moment for carrying any debts at all

and no committee that makes use of corporate facilities could

ever comply as a practical matter.

More worrisome, however, is the way in which the General

Counsel's Briefs have so distorted the facts and regulations

in an effort to concoct, rather than simply discover,
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violations of the law. Accordingly, Respondents must clarify

these distortions to defend themselves.

First, the General Counsel argues (at 14, 24, 25 and 29)

that S 114.9(a) permits only a stockholder or employee to

reimburse a corporation and precludes a campaign committee

from making the reimbursement. Based on that premise, the

General Counsel concludes (at 25) that any invoice reimbursed

by the Committee instead of the stockholder "automatically

constituted an impermissible corporate contribution." On its

face this argument is absurd. Moreover, it contradicts the

Commission's rejection of the General Counsel's June 23, 1989

brief in MUR 2185 (Goldome) and the Commission's March 1992

Canmaian Guide For Corporations And Labor Oraanilations (at

48) which expressly provides the reporting requirements for

ek" party's reimbursements. §e Exhibit 1.

Indeed, the issue of y reimburses was raised in MUR

2185 (Goldome FSB, et al.). The General Counsel's report

there recommended probable case, but the Commission

unanimously rejected the General Counsel's recommendations.

Now, the Office of General Counsel cites (at 13) its own

brief in MUR 2185 (Goldome) as authority for a restriction on

who pays the bill. Significantly, the Commission rejected

the General Counsel's probable cause recommendation, and

instead, decided to take no further action. Absent express

Commission approval of an OGC recommendation, and in light of

the Commission's rejection of the OGC recommendation in MUR
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*0 0
2185, such self-citation is inappropriate. The Office of

General Counsel should rely on CoMmission authority, not its

own rejected legal positions.

Second, the General Counsel asserts (at 14) that

S 114.9(C) "permits any person ote ~ a stockholder or

employee" to use corporate facilities to produce materials.

General Counsel cites no authority for this assertion --

probably because the assertion contradicts the express

language of the regulation which states that "any 2rson" may

use corporate facilities to reproduce campaign materials.

Because there is no authority for limiting "any 2_erson" to

exclude stockholders and employees,, the assertion at page 14

is patently false.17- In any event, the distinction between

3&2 uses the corporate facilities to produce materials is

irrelevant -- if one's use is not permitted by S 114.9(c), it

would be under either S 114.9(a) or S 114.9(d).

Third,, no campaign could ever endeavor to comply with

C' S 114.9 or S 116.3 if subjected to the kind of bizarre and

arbitrary accounting machinations employed by the General

C\ Counsel's Briefs here. The General Counsel lists (at 35)

five invoices issued in August, September, October, November

and December as paid in April 1990. Not so. Each of those

invoices was fully covered by the Committee's payment of

$7,387.88 on December 20, 1989. The General Counsel also

- Again, the General Counsel's Brief in HIJR 2185 does
not constitute Commission authority on the point.
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erroneously attributes (at 30 and 35) certain payments to

various invoices on a 2X rata basis without any explanation

for why such RX rata attributions are appropriate. The

General Counsel Briefs target (at 28) a $50 charge that was

paid, allegedly, "eight months" after invoice. But the

August 1989 invoice at issue was fully paid within four

months by a December 20, 1989 payment of $7,387.88. a2

Chart, SUM At page 26 (footnote 18), the General Counsel

prorates a payment by an aggregate percentage in order to

allocate a part of that payment to various charges. And at

page 31 (footnote 17), the General Counsel Briefs engage in

an indecipherable *fraction" process in an attempt to

apportion one payment to various different invoices. Those

accounting contrivances have no relation to reality.

Respondents refer the Commission to its chart of

invoices and payments, MM, which properly applies payments

to invoices on a "first-in, first-out" accounting basis. Not

only is the chart understandable, but it explains what took

place in the real world, not in the made up world of the

General Counsel's Briefs. Respondents previously presented

this chart to staff for the period May 1990 to March 1991,

but the office of General counsel inexplicably chose to

ignore it. See November 13, 1991 Letter from Jan Witold

Baran to Lawrence M. Noble at 7 n.9.

Fourth, the General Counsel's Briefs assert (at 31-32)

that the Inn advanced costs for certain supplies. This
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conclusion is based on speculation (at 32) that certain

"charges did not involve the use of the Innis own facilities;

nor is there evidence that the Inn paid these types of

charges for its customers in the ordinary course of its

business."

In the course of a two-year "investigation," the General

Counsel's office never asked Respondents whether the Inn

regularly purchased its own supplies from the referenced

stores or whether the Inn regularly provided Federal Express

services and newspapers to its quests. Now, the General

Counsel tells the Commission that certain charges "apparently

covered" (at 32) advancements while conceding there is no

evidence of what the Inn ordinarily purchased. Had the

office of General Counsel asked whether the Inn regularly
010

purchased supplies from the referenced stores,, Respondents

with effort could have provided such information to the

General Counsel. But the Office of General Counsel never

inquired,, and now unfairly makes recommendations to the

Commission based on what Respondents "apparently" did without

any evidence.

Furthermore,, General Counsel ignores the fact that one

of the alleged "third-party vendors" is Jackson Corner Store,

which is part of the Inn, not a third-party at all.
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Respondents previously informed the General Counsel's staff

of this fact, but it too has been iqnored.1 '

Fifth, General Counsel argues (at 33) that the Committee

was not permitted to reimburse the Inn for secretarial time.

Yet 11 C.F.R. S 114.9(a) (1990) and AO 1984-24, Fed. Elec.

Fin. Guide (CCH) 5771 (1984) (cited by General Counsel at

33) expressly permit employees to use corporate facilities

for volunteer campaign work. Thus, S 114.9(a) permitted

the Committee to accept Ms. Galluzzo's and Ms. Nelson's

services without any reimbursemet so long as they were

volunteers, and the fact that the Committee over-complied

with the Act by electing to reimburse the Inn for employee

time is irrelevant so long as the employees themselves

volunteered. There is no evidence that the Inn's secretaries

were not volunteers. Notwithstanding this lack of evidence,

the Office of General Counsel has chosen to make recommen-

dations to the Commission based on mere assumptions -- or a

pattern of conjecture.

e March 19, 1991 Letter Response from Jan Witold
Baran to Lawrence M. Noble at Attachment 2, Affidavit of

• Kenneth Kaslow 1 7.

r In AO 1984-24, Fed. Elec. Fin. Guide (CCH) 1 5771
(1984), the Commission stated: "(Section 114.9] applies only
to the use of corporate facilities by stockholders and
employees engaged in individual volunteer activity.

* So long as the individual is willing to volunteer her
services, she may do so at corporate facilities. Se& e
Dissenting Opinion Of Commissioner Lee Ann Elliott In AO
1984-24, Fed. Elec. Fin. Guide (CCH) 5771 (1984) which
advocates an even less restrictive limitation on the use of
corporate facilities by employees.
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In any event, in NUR 2185 (Goldome FSB, et al.), the

Commission voted 6-0 to reject a probable cause

recommendation where the respondent had charged a campaign

committee for employee time incurred in printing campaign

letters.1Z The General Counsel's brief recommending

probable cause noted that labor charges had been billed, and

the Commission took no further action.i-L And in MUR 1690

(Prudential-Bache Securities, Inc.) the Commission sanctioned

the respondents for not reimbursing a corporation for

secretarial time -- suggesting that the proper course of

conduct would have been to reimburse for secretarial

time.s1' Is there any case in which the Commission

penalized a campaign for timely and full reimbursement to a

corporation for employee services? We have found none.

Sixth, the General Counsel's Briefs argue (at 33) that,

although there is no evidence of what the Inn provided its

guests in the ordinary course of business, Respondents may

have violated the provisions of 11 C.F.R. S 116.3 (1991) as

well as S 114.9. But 11 C.F.R. S 116.3 did not become

effective until October 3, 1990, and thus could not have

2L See MUR 2185 (Goldome FSB), March 30, 1987 Affidavit
of Edwin A. Ratka at 3 and Exhibits 1 & 2.

-See MUR 2185 (Goldome FSB), June 23, 1988 General
Counsel's Brief at 2.

-. See March 25, 1987 Conciliation Agreement Between
Commission and Prudential-Bache Securities, Inc. at 11-12.
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governed Respondents' activities until after that date.

55 Fed. Reg. 40376 (1990).

Seventh, General Counsel states (at 15, n.8) that the

Committee has failed to file amendments reflecting

Congressman Zeliff's April 29, 1990 personal reimbursement to

the Inn. To the contrary, the Clerk of the U.S. House of

Representatives' records reflect that the Committee's

amendments were received on September 11, 1992. The Clerk

has referenced Reel No. 466, Frame No. 4560 as the location

for these amendments.

The time has come for the Commission to put a halt to an

investigation which is now seeking to invent violations where

none have occurred.

O 111. 2%2 CON3ISSION BAKOW TIMNo 7IO
ICYIfT IE &IMP= ZO 4--Nm _! MIC_ IS==ES

Any 48-hour reporting errors were inadvertent and the

result of a first-time, volunteer campaign staff who did not

understand that the candidate's loans to the Committee from

personal funds were subject to the requirements of 2 U.S.C.

S 434(a)(6)(1990). During the course of the campaign,

approximately six different non-professional volunteers were

responsible for processing and recording receipts, and the
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Comittee exercised its good faith efforts to comply with all

reporting requirements.12'

Any errors were inadvertent. There is no suggestion

that the Committee and its staff had any intention to conceal

Congressman Zeliff's loans from the public. Indeed, the

Committee had reported all loans on its Quarterly Reports.

Accordingly, the Commission should take no further action

regarding the two alleged 48-hour violations.

CO UZON

Two-and-a-half years of this "investigation" has proved

the following facts:

(i) Congressman Zeliff had access to and

undisputed control over all Inn assets, and

(ii) Congressman Zeliff equitably owned one half of

all Inn assets.

The Office of General Counsel has never disputed these two

core facts, or that these facts fit the express definition of

"personal funds" as defined in 11 C.F.R. S 110.10 (1990).

Given no dispute, the "investigation" should have stopped

there, especially in light of the express stop sign Congress

provided at 2 U.S.C. S 438(e).

2_/ See Respondents' March 19, 1991 Letter Response
from Jan Witold Baran to Lawrence M. Noble, at Attachment 8,
Affidavit of John C. Naramore 3-6.
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The result of this "investigation" is not a factual

revelation or evidence suggesting misconduct. Rather, the

result is simply two erroneous legal conclusions: (i) that 2

U.S.C. S 441b somehow negates the express definition of

* "personal funds"; and (ii) that there is a fixed thirty-day

deadline for all corporate reimbursements under 11 C.F.R.

S 114.9 (1990). Those two erroneous legal conclusions are

the Office of General Counsel's whole case.

As demonstrated above, these conclusions are incorrect.

Therefore, the Commission should find no probable cause to

10 Y believe that Friends of Bill Zeliff Committee, Robert D.

Goodman, as Treasurer, Christmas Farm Inn, and William H.

Zeliff, Jr., violated the Act in this Matter. This Matter

should be closed.

*Respectfully submitted,

3anWitold Baran
Carol A. Laham
Lee E. Goodman

WILEY, REIN & FIELDING
1776 K Street, N.W.
Washington, DC 20006
(202) 429-7000

Counsel for Friends of Bill Zeliff
Committee, Robert D. Goodman, as
Treasurer, Christmas Farm Inn, Inc.,

* and The Hon. William H. Zeliff, Jr.

Dated: August 18, 1993
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Sm lsand PromotionalItems
* Local busines es (includng banks) may

give convention attends promotional
items such as maps, pens. tote bags.
discount coupons or sample products that
boa a busness's name. Promotional
items may also be sold at nominal charge.
The ilem may only be offered for

• protn purposes. in Me supplier's
ordinary course of business
9006.7(c)(2)-

Use Of
FacHIlItes

A coioraon or 4awr organzation may
allow carxdafm. pofwal commiftes and
individals to use its facolities in connec-
tion wft a federal election. Oescnrbed
below are rules that apply to the use of
facilities: note particularly when the user
must reimburse the organization.

This section does not apply to the use
of an organization's facilies by its SSF
for admnstrative and solicitation pur-
poses.

For an example of how the Cotmis-
sion has opplind these rules in a particu-
lar enorCment achon. see the summary
of MUR 1690 in the Sepwomber 1966
Record. For a copy. contac the FEC at
te address or phne number on page 2.

1. Use by Emploryees,

Ploco
Nd~Mual Volunte Work

E., allae MW rsend nonicmro
rate nun*.a ot a cca-e1 or labor
oVrVW NIMl may mae "iowden use" of
cc por at and uion wcbes for Midual
vokAleer aclivoes in cornection with
federa electrios. For example. an
employee may use he or her oeice phone
to mame canls thal per to political
volunteer work. When use of facftes is

bncden ta.the individual is only required
to reimburse the organization for any
increased overhea or operating ex-
penses relating to the acvty.

Defintkon of iietl Wse
'incidental use' of facilities means that
the use does not inteotere *Ih the
organization's normal activity. One hour
per week or four hours per month are
consideredIncidental.* 114.9(a) and (b),

Reimbursement
When 'incidental use" is exceeded. the
individual must reimburse the corporation
or labor organization for the cost of using
the facility .The usual or normal rental fee
must be paid within a commercially

reasonable time- 1 4.9(a) and (b). See
also 195-26.

When an individual uses the faclites
to benefit a canidsi or polI commit-
tee. that use is either an in-kind cont.-
on by the indivdual or an eipenxiur by

the committee. depenn on who
reimburses the organization.
100.7(a)(1 )(iii)(A) and 100.8(a).

2. Use by Others

If a person other than an employee,
stochoder or membr uses the tacilties
of a corporaton or union, the user must
reimburse the organization wthin a
commercially reasonable time and at the
usual and rnral charge for rental of the
facilities. Facies used for these
purposes m t include ofie space.
telephons. coptr. tyentr. copy
machines and furniture. 114.9(d)

3. Production ofMatrals

individuals - nwig emloyeies.
stodiods and members - may use a
coporatn's or union's facilities and
equipyw o pmoduce malernals for use in
federal loion- acvites. as long as the

orgaization providing the tacilhes is
remtued at the usual and nomW
chge for *W usag. The payment must
be mo uivin a commeMcaly reason-
ale te (msaty. witIm 30 days) after
the faciles hew been - .
114.9(c).

4. Meeting Rooms

If a corpora or labor orgarzaon
customarily makes its meeting rooms
available to civic. community or other
groups. it may also offer those facilities to
carxafts and polritca committees, The
rooms must be made available on a
nonpartisan basis and on the same terms
giventoot gmOups. 114.12(b).

5. Transportation

Airplne
A candidate (or someone traveling on nis
or her behalf) may use an airplane owned
or leased by a corporation or labor

':1
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Friends of Bill Zeliff Covmittee, )
Robert D. Goodman, as Treasurer, ) MUR 3191
Christmas Farm Inn, Inc., and
The Hon. William H. Zeliff, Jr.

m1r _Vn or o"c C. LNOD

Declan C. Leonard, first being duly sworn, deposes and

says:

1. I an employed as a legal assistant at the law

office of Wiley, Rein & Fielding located in Washington, D.C.

2. On July 21, 1993, in connection with Federal

Election Comission MUR 3191, I made telephone calls to

obtain estimates for reproduction costs for 27,000

duplicates.

3. Colonial Copy Center, a professional copy service

vendor located at 143 Middle Street in Manchester, New

Hampshire, through its ovner, Mr. Curtis, provided the

following estimate: ... 27,000, one-sided flyers printed

black ink on 8 1/2 x 11, 20 lb., white bond, total price

$334.85.w This averages out to be approximately $.012 per

duplicate.



The above information is true and correct to the best of

my knowledge and belief. And further affiant sayeth not.

District of Columbia )
Washington, D.C.

Svorn and subscribed to
before me this 5th day of

Notary Public /

My Commission expires:

-M Pak~ "M. d *f14Osk qL a K"
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* AKAKA FOR SENATE *

Foodland Supermarket - Printing
Post Office Box 22099
Honolulu, HI 96822

Because Schedule D's do not reflect the exact dale on which the debt was imured, the actual count of months outstanding cannot be
precisely determined. These summary charts give SenM Akaka the benefit of any doubt by figuring the initial date of the debt to be the Is
&I of the reporting period in which the debt was incurred. The amal numbe of months outstanding is likely to be larger.

DEBT:

Time Period Amount ENO of Total Payments Ou wmtlng Mml5
hicurred XaVments Made Baka O0aal"

10/18/90-11/26/90 86,697.66 11/12/90 30,000 56,697.66

11/27/90-1/16/91 0.00 --- 0.00 56,697.66

1/17/91-6/30/91 18,728.06 5/29/91 45,399.74 29,701.44

7/1/91-12/31/91 0.00 7/24191 11,518.00 18,183.44 18 ~uitS
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* AKAKA FOR SENATE *

Meliman & Lazarus - Political Pollsters
1054 31st Street N.W.
Washington, D.C. 20007

Because Schedule D's do not reflect the exact date on which the debt was incurred, the actual count of months outsamicannot be
precisely determined. These summary charts give Senator Akaka the benefit of any doubt by figuring the inial daw of the debt to be the l
da of the reporting period in which the debt was incurred. The actual number of monhs outstanding is likely to be larger.

DEBT:

Time Period Amount DI of TOtW Paymes Ountading Monibs
Incurred w Made Balane Oualin"

9/3/90-10/17/90 68,373.53 --- $0.00 73,373.53

10/18/90-11/26/90 33,150.00 10/25/90 46,523.53 60,000.00

11/27/90-1/16/91 0.00 --- 0.00 60,000.00

1/17/91-6/30/91 18,728.06 --- 0.00 78,728.06

7/l/91-12/31/91 0.00 -- 0.00 78,728.06

I/1/92-6/30/92 731.02 6/30/92 20,000.00 59,459.08

711/92-12/31193 1,122.62 9/29/93, 20,000.00 40,581.70 22.5 inosths
12/17/92 S1
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* AKAKA FOR SENATE *

Squire & Eskew Communication - Media Consultants
1054 31st Street, N.W.
Washington, D.C. 20007

Because Schedule D's do wao reflect the exact dale on which the debt was incrred, the actual count of months ot canew be
precisely determined. These summary charts give etmr Akaka the benefit of amy doubt by figuring the initial dae of the deb to be t 10
day of the reporting period in which the debt was incurred. The actual number of months outstanding is likely to be larger.

DEBT:

Time Period Anvxto Date of Total Payments Outstanding Mood"
In m n Made Bne

10/18/90-11/26/90 75,706.78 10/25/90 50,159.00 25,547.78

11/27/90-1/16/91 0.00 --- 0.00 25,547.78

1/17/91-6/30/91 0.00 --- 0.00 25,547.78

7/1/91-12/31/91 9,808.70 --- 0.00 35,356.48

1/1/92-6/30/92 0.00 --- 0.00 35,356.48

7/1/92-12/30/92 0.00 -- 0.00 35,356.48

1/1/93-6/30/93 0.00 -- 0.00 35,356.48 31+ moths
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* WELLSTONE FOR SENATE *

Advantage Travel -- Air Travel Services
4600 W. 77th St.
Edina, MN 55435

Because Schedule D's do not reflect the exact dae on which the debt was incurred, the actual count of monds ouiaing cum be
precisely detenined. These summary charts give Senator Wellaowe the benfit of amy doubt by figuring the initial doe of the debt to be die
kgt jU of the reporting period in which the debt was incurred. The actual Imnber of months outstanding is likely to be larger.

DEBT:

Time Period Amount Da of Totl P O u dsaM
-ncurre Balance - .in

11/27/90-12/31/90 5,99.09 --- 0.00 5,959.00

1/1/91-6/30/91 469.00 5/9/91 5,500.00 928.00

7/1/91-12/31/91 0.00 9/16/91 100.00 828.00

1/1/92-6/30/92 0.00 4/19/9 828.00 0.00 16.5 months
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* WELLSTONE FOR SENATE *

Tschida Printing--Printing Services
1350 Energy Lane
St. Paul, MN 55103

S

Because Schedule D's do not reflect thC exact dat o0 which the deb was incurred, the actual coum of mondis osannn be
precisely determined. These summary charts give Senaor WeUstone the benefit of any doubt by figuring the initial date of die to be
last 01g of the reporting period in which the debt was incurred. The actual number of months outstanding is likely to be hUlgr.

DEBT:

Time Period Amount Dte of Tot Payments aing Months
Incurred menuf Mawe Balace -

10/18/90-11/26/90 350.37 --- --- 350.12 ---

11/27/90-12/31/90 538.38 --- 0.00 888.50 1.25 mos.

1/1/91-6/30/91 0.00 3/4/91 888.50 0.00 4.5 mos.
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* WELLSTONE FOR SENATE *

North Woods Advertising--Ad Production
1708 Kenwood Parkway
Minneapolis, MN 55405

Becaus Schedule D's do not reflect the exact dte on which the debt was inurred, the actual com of months utain cit be
precisely determined. Thee summary charts give Senior Wellem e benefit of any doubt by figuring the iniial e of abe debt to be he
I da of ie reporting period in which the debt was icurred. The actual number of months outstadin is likely to be larger.

DEBT:

Time Period Amount Dt of TOWIu Ptymentandng mbs
Incur"d Pa Made Balme Om

Mob.

10/18/90-11/26/90 32,017.57 9,485.25 28,605.27 --

11/27/90-12/31/90 5,144.46 12/7/90 7,152.22 26,597.56 1.5 mos.

1/1/91-6/30/91 0.00 3/12/91 5,000.00 21,597.56 7.5 mos.

7/1/91-12/31/91 2,205.05 12/19/91 2,950.00 20,852.61 13.5 mos.

1/1/92-6/30/92 1,279.59 5/6/92 22,132.20 0.00 18.75 lei.
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* GEORGIOU FOR CONGRESS *

Podesta Associates
424 C Street, N.E.
Washington, D.C.

-- Television Production Expenses

20002

Because Schedule D's do not reflect the exact date on which the debt was incurred, the actual count of mouths uoien be
precisely determined. These sunmuy chat give Cong um eolou the benefi of ay doubt by figuring the initial daMe of she deks to be

the " da of the rcporting period in which the debt was incurred. The actual number of months outstanding is likely to be larger.

DEBT:

Time Period Amman DetecL Of OW yme n MOWIof

5/17190-6/30/9 $15,454.33 --- $0.00 $15,434.33

7/1/90-9/30/90 0.00 917/90 7,000.00 8,454.33 3 months

10/1/90-12/31/90 0.00 --- 0.00 8,454.33

1/1/91-6/30/91 0.00 3/11/91 8,454.33 0.00 9 .tI(p)
0 - 6 -I I Il I I
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DEBT:

* GEORGIOU FOR CONGRESS *

The Research Group -- Consulting Fees
730 North Franklin
Chicago, Illinois 60610

S

Sl

Because Schedule D's do not reflect the exact date on which the debt wu imuffed, the actual count of months outuamliag cainne be
precisely determined. These summary charts give CoQreMasa Georgiou the benefit of any doubt by figuring the iuitial dae of the debt to be
the ams dnX of the rpoumng period in which the debt wu icured. The actual number of mont outstding s likdy to be larger.

Tim 1erio Mmoum DO ( TW bs
I 1lcud .-.........

I/1/92-6/30/92 $3,750.00 ---_$0.00 $3,750.00

7/1/92-9/30/92 0.00 --- 0.00 3,750.00

10/1/92-12/31/92 0.00 --- 0039750.00

1/1/93-6/30/93 0.00 - 0.00 3,730.00 12+ inonth
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* GEORGIOU FOR CONGRESS *

Galanty & Company -- Consulting Fees
1640 Fifth Avenue
Santa Monica, CA 90401

I

* Because Schedule D's do not reflect the exact dle on which the d wa incured, te actual coum of months i -ia -n camot be

precisely determined. These summary charts give Congressum eorliou the benefit of any doubt by figuring the intial doe of &he debt to be

the uj d of the reporting period in which the debt was Inurmed. The actual number of months outstanding is likely to be larger.

DEBT:

Time Period Amount De of Toal Payms O Wing Mbeths

Incured )BilA&._ _ _ _ _ _

1/1/92-6/30192 $7500.00 --- $0.00 $7,500.00

711192-9130/92 0.00 --- 0.00 7,500.00

10/1/92-12/31/92 0.00 0.00 7,500.00 1

111193-6130193 0.00 -- 0.00 7,500.00 12+ .mom
I I II II I I2 I- - I I

1 0 " "4 " 6
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* GEORGIOU FOR CONGRESS *

Page, Polin, Busch &
350 W. Ash Street
Suite 900
San Diego, CA 92101

Boatwright - FEC Compliance Services

Because Schedule D's do not reflect the exact date on which the debt was incurred, the actual count of months ousading camot be
precisely determined. These summary charts give Congreman Georgiou the benefit of any doubt by figuring h ieitial dae of Oe dt w be
the &g ft of the reporting period in which the debt was incurred. The actual number of months outstanding is likely to be larger.

DEBT:

Time Period Am&t DaW of Total Paymts Outstanding Mont

hwed0 NOaws a Made _ _ _ _ _ _f

5/17/90-6/30/90 $2,063.83 --- $0.00 $2,063.83

7/l/90-9/30/90 326.10 --- 0.00 2,389.93

10/lI/90-12/31/90 0.00 --- 0.00 2,389.93

1/1/91-6/30/91 0.00 --- 0.00 2,389.93

7/1/91-12/31/91 652.77 --- 0.00 3,042.70

I/1/92-6/30/92 0.00 --- 0.00 3,042.70

7/l/92-12/31/92 0.00 0.00 3,042.70

/1/93-6/30/93 0.00 0.00 3,042.70 24+ monAths

06 2 4 / I
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In the Matter of )

Friend* of Bill eltff Committee ) RUM 3191
Robert D. Goodman, as treasurer )
Christmas Farm Inn, Inc.
William H. Uliff, Jr. )

GUSERAL CUMNIS#L'B REPORT

On July 9, 1993 the Office of the General Counsel notified

the Commission that it was prepared to close the investigation in

RUR 3191. On July 15, 1993 General Counsel's Briefs were

forwarded to counsel for the respondents and circulated to the

Commission. Respondents' Responsive Brief was received on

August 18, 1993.

Subsequent to receipt of the Respondents, Brief, this Office

was asked by the Reports Analysis Division ("MAD') on September 7,

1993 to review a proposed Request For Additional Information

(*RFAI') to be sent to the Friends of Bill Zeliff Committee ('the

Committee'). One of the issues raised in this RFAI concerned the

Committee's reporting in its 1993 Mid-Year Report of a $10,000

loan from the candidate, William H. Zeliff, Jr. The only

additional information provided on Schedule C of this report was

the date of the loan, January 15, 1993. (See Attachment 1). RAD

proposed to question the Committee about the source of this loan,

i.e., whether it came from a lending institution or from the

candidate's personal funds.
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Varlier, on Match 16, 1993, RAD had sent a virtually

identical RPTA to the Committee with regard to another $10,000

loan from the candidate reported as having been received on

December 16, 1992. (See, again, Attachment 1.) On March 31,

1993, the Committee's assistant treasurer responded to that RPA

as follows:

In response to the letter from the Federal
Election Commission . . . dated March 16,
1993, regarding the loan from the candidate
to the Friends of Bill Zeliff committee . ..
please be advised that the loan was, indeed,
from prsonal funds as defined by the
Commission Regulations. The funds were
not borrowed from a lending institution or
any other source. (Attachment 2, emphasis in
original).

ANo additional information was provided as to the exact nature of

C4 the funds used. The reference to 'any other source' in the letter

is ambiguous as to whether it is meant to include the candidate's

corporation, Christmas Farm Inn.

Because one of the principal issues in HUR 3191 concerns the

definition of 'personal funds" as applied to monies which

Lf) originated as loans to the candidate from the Inn, representations

0by the Committee, without elaboration, that the December 15, 1992

loan was made with personal funds do not satisfy the need for

detailed information as to the actual source(s) of those monies.

The same would apparently hold true with regard to the January 15,

1993 loan. Therefore, this Office has asked that RAD not send the

most recently proposed RFAI. Instead, this Office has reopened

the investigation in this matter and will pose questions to



counsel with regard to the specific sources of the funds used for
both of the loans made by Mr. Seliff to the Committee in 1992 and

1993.

Lawrence N. o-
General Counsel

Attachments

1. Schedule C, 1993 Mid-Year Report2. Response to RFAI dated March 31, 1993

Staff Assigned: Anne Weissenborn

-W3-

Datl



FEDERAL ELECTION COMMISSION
WASHINCTO4 0C 2*)

SEPTEMBER 30. 1993

jan Witold Saran, Require
We 8. Goodman. si re
Wiley. Rein & 1ildin;
1778 K Street, NW
Washington, DC 20006

RR KUlI 3191
Friends of Bill 2liff Committee
Robert D. Goodman, as treasurer
Christmas Farm Inn, Inc.
William N. Seliff, Jr.

Dear mr. Daran and Mr. Goodman:

on July1 S, 1993., this Office forwarded to you three briefs
which contain r mdetions that the Commission find probable
cause to belLeve that your clients have violated the Federal
ulectiou -a0g Aot ('the Act'). Your response to these briefs
vas relivod by the Commission on August 18, 1993.

As you ar. aware, one of the principal Issues in MIR 3191 is
wbther funds obtalned b1 Mt. Seliff from Christmas Farm Inn, Inc.,
amd then '1*00" e4 to the rionds of ill Sliff Committee ('the
Caiittee'), ,eo~etituted 'personal funds' pursuant to the Act and
to the Comiiom's regulations.

On July 31, 1993. the Committee filed its 1993 Mid-rear Report.
On paes 7 of Schedule C. this report contained entries for two
$10,0 loans received by the Committee from William a.
Uliff, Jr. on December 16, 1992 and January IS, 1993. The

December 16, 1992 loan bad earlier been reported on Schedule C,
page 8, of the Committee's 1992 Year-and Report. No information is
provided in either report beyond the amounts and dates of the loans.

On March 16, 1993s the Reports Analysis Division sent a Request
for Additional information to the Committee concerning the sources
of the funds used by Mr. Zeliff to make the December 16, 1992 loan.
On March 31, 1993, the assistant treasurer of the Committee,
James T. Spinnler, responded by stating that this loan had come from
p:ersonal funds' (emphasis in the original) and that the funds
weres not borrowed from a lending institution or any other source."

Given the lack of detailed information in the Committees
reports and in Mr. Spinnler's response regarding the $10,000 loans
from Mr. Zeliff cited above, and given remaining ambiguities
concerning the meaning of the phrase "any other source,' it is
requested that you provide answers to the following inquiries:



444 Witold saran, Esquire
Lee X. oodan, 3squire
page 2

1. Please state the specific source(s) of the funds usedby William a. 201iff, Jr. to make $10,000 loans to theCommittee on December 16, 1992 and January IS, 1993.State in particular whether or not the sources includedfunds obtained from Christmas Paru Inn, Inc. (*the
CorporationS). If the Corporation was either the soleor partial sourc.,, state the exact amounts obtainedfrom the Corporation and explain how the Corporationhas recorded the transactions involvedl i.e., whether
the Corporation's records show the related outlays toMr. 3.liff as loans, disbursements of profits,liquidations of Mr. zeliff's interest in the company,or some other transaction category.

10 2. If the second of these $10,000 loans was made with
Nfunds obtained from a lending institution, pleaseprovide details concerning these loan transactions,4including the dates upon which payments are due, theinterest rates, any security provided, and the names ofC( any guarantors or endorsers.

OYou are asked to supply the information requested abovewithin fifteen days of your recent of this letter. Once theriepopses are in hand, this Office will proceed to the nextatpropriete step in the enforcement process, either a report tothe Commssion or a supplemental brief, depending upon the
information received from your clients.

C7 If you have any questions, please contact me at (202)
t219-3400.

NSincerely,

Anne A. Weissenborn
Senior Attorney
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Lawrence N. Noble, Esq.
General Counsel
Office of the General Counsel
Federal Election Commission
999 1 street, N.W.
Washington, D.C. 20463

Re: MIR 3191 (Friends of gill liff CaMittee and
Robert D. Goodman, as reasurr Christmas
Farm Inn, Inc., and The Honorable William H.
zeff Jr.)

Attn: Anne A. Weissenborn

Dear Mr. Noble:

This letter responds to An ne Ve_---' s letter datedSeptember 30, and received October 1, 1993r
information with regard to loans made b mean Seliffon Decamber 16, 1992 and January 15, 1993 respecively to the
Friends of Bill Zeliff CoMmittee.

Both loans were made frm Congress" and Wrs. Zeliff'sjoint personal checking account. Christmas Farm Inn was not
the source of either loan.

We object to the Conission's dilatory behavior. fs.Weissenborn's letter was sent more than six weeks afterRespondents' Brief was filed. We note that the recent loansare unrelated to any facts or transactions raised by thecomplaint or the Commission's three-year old investigation
stemming from the 1990 election. We also note that theCommission staff had in its possession, on arch 31, 1993,the information which led to Ms. Weissenborn's letter. Thiswas three and one-half months prior to the issuance of theGeneral Counsel's Brief which failed to mention these
irrelevant facts.
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4, 1993

we ve tiled leepondents ]Brief on August 18, we urgedOiissiom to take aftion on this matter within 60 days,which would be Octabr 17, 1993 (copy enclosed).

We renew our yet unacknoldged request for theComission to act expeditiously as required by the statute.

Sincerely,

awl. i~an Witod9arn

c: m0r5JZS1 Scott 2hinas
VA1o mairman ?zevor Potter
~imt0aner Joan AikensCC s4 Lee Ann Rlliott

**0- s ai.r John Warren UMarry
SCuen mi Dny Lee comald0< . Um. Wlilliam HI. Leliff, Jr.



FEDERAL ELECTION COMMISSION
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OCTOBER 21, 1993

Jan Witold l1aran, Rsquire
Wiley, Rein & fielding
1774 K street NW
Washington, DC 20006

RR: MUR 3191
Friends of Bill Zeliff Committee
Robert D. Goodman, as treasurer
William H. Zeliff, Jr.

Dear Mr. Baran:

I am writing in response to your letter of October 8, 1993 in
which you provided additional information requested by this Office
concerning the source of funds used by your client, William a.
Se9uff, to make recent loans to his authorised committee, and in
which you reiterated your earlier request that the Commission take
action in this matter by October 17. 1993. or sixty days following
submission of the Respondents" Brief in this matter.

We appreciate your providing the requested information so
0 promptly. Although we are unable to promise a specific date by

which time the Commission vill reach the next stage in this
matter, please be assured that ve are making every effort to
progress as quickly as possible.

Sincerely,

Anne A. Weissenborn
Senior Attorney
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Req. C.Lawrence K. Noble, Esq.
General Counsel
Federal Election Comission "'1999 3 Street, N.W. -Washington, D.C. 20463 .

ATM: Anne A. Weissenborn, Req.

Re: NUR 3191 (Friends of Bill Zeliff Cmmittee and
Robert D. Goodman, s Treasurer, hristua Farm Inn,
Inc.. and e flumable Willi-- H. ___liff. Jr)

Dear Mr. Noble:

This is to note f or the record our objections to youw.continued ocesing, in the abovIon-i imatt-er d-to
united State court of ApPls' 4ecis.u IA
Vi :a _ ]fnd,6 F. 34 621 (D.C. O. 1993) ' mS recent 13 filings, the i sL-- l e t determine
for itself the c asttutional s G i . so iVn these m-atters with the Vioap~r t ht zaiiyehhavebeen futle. Also, sm of the -remedwial actM s S
purported "ratif ication," Just ocoutred, noevr, nao that the
decision tau been handed don and the 1a0s1 nat pees
to it has been outlined, ve wish to be clear that we object to any
Coission action inconsistent with the I& rationale.

Accordingly, please be advised that we object to all past andfuture activity in this matter attributable to the actions of the
unconstitutional agency. Our objections include, but are not
limited to, enforcement of rules not adopted by a constitutional
agency, purported "ratification" of rules and actions, without
findings or compliance with procedural steps mandated by the
Administrative Procedures Act or the Federal Election Campaign Act,
as well as "ratification" of actions tainted by deliberations
influenced by the presence of non-executive branch personnel.
Additionally, we believe that the Comission improperly
reconstituted itself in response to the fl& decision and therefore
its current proceedings are likewise constitutionally supec. We
expressly do not waive any objections to the present form of the
Comission and suggest that continued promeeding in this matter
under these circumstances are not substantially justified.



WILEY, REIN & FIELDING

LaWrence N. Noble, Esq.
January 25, 1994
Page 2

We are confirming these objections to provide tatasl noteOthat the Camiss ion'w present make-up and/or its ations bese caeents of the Judicially declared unontitutional mamay be invalid. While I know that you already are fmillar with
the issues raised in this letter - indeed, your staff haM focusedon little else these past fev months -- I am p red discussthese matters vith you in more detail at your convenience. Also, Ivould welcome any procedural guidance you may offer on how these
issues might most efficiently be pursued.

Sincerely,

Jan Wtl aa



BEFORE TUX FEDERAL ELECTION CONISSZON

In the Ratter of )U E
) RUR 3191Christmas Farm Inn, Inc., )

Friends of Bill Zeliff Committee )
and Robert D. Goodman as treasurer, )
and William H. Zeliff, Jr. )

GENERAL COUNSEL'S REPORT

1. BACKGROUND

In response to the filing of a complaint, the Commission on

August 13, 1991, found reason to believe that Christmas Farm Inn,

Inc. (the Corporation), had violated 2 U.S.C. S 441b by making
loans to William H. Zeliff, Jr., (the Candidate), and by

permitting him and the Friends of Bill Zeliff Committee (the

Committee), the use of other assets of the Corporation to support

Hr. Zeliff's 1990 campaign for the United States House of

Representatives. In response to the same complaint, the

Commission also found reason to believe that William H. Zeliff,

Jr., violated 2 U.S.C. S 441b as a result of his involvement as a

candidate and as the corporate officer of the Christmas Farm Inn,

Inc., in the making and the receipt of loans made in 1990 to the

Friends of Bill Zeliff Committee with monies obtained from

Christmas Farm Inn, Inc.

Earlier, on February 27, 1991, the Commission found reason

to believe in NUR 3226 that the Committee and its treasurer had

violated 2 U.S.C. S 434(a)(6) by failing to file 48 hour reports

with regard to the loans from the Candidate. In addition, in

response to the complaint, supra, on August 13, 1991, the
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Commission found reason to believe that the Friends of bill Seliff
Committee and its treasurer had violated 2 U.S.C. 5 441b by
knowingly accepting loans made with funds obtained from the
Christmas Farm Inn, Inc., and by using other assets of the
Corporation to support the 1990 campaign of Mr. Zeliff for the
United States House of Representatives. On August 23, 1991, the
Commission voted to merge MUR 3226 into MUR 3191.

The Christmas Farm Inn, Inc. is a New Hampshire corporation
composed of three local businesses: Christmas Farm Inn, a country
inn; Yesterday's Restaurant, which is located at the Inn; and the
Jackson Corner Store, located in the vicinity of the Inn. Mr.
Zeliff and his wife incorporated their businesses in 1977, and in

Cq so doing, transferred their personal interest in the Christmas
NO Farm Inn, the restaurant, the store and in all the furnishings and
NO equipment to the newly created corporation known as Christmas Farm

Inn, Inc. According to information provided by Kenneth Kaslow,
bookkeeper for the Corporation, from January 1989 through the 1990

lelection timeframe, Mr. Zeliff and his wife, Sydna T. Zeliff, were
01. the only shareholders, directors and officers of the Corporation.

The Corporation elected Chapter S tax status pursuant to the
Internal Revenue Code. 26 U.S.C. SS 1361-1379.

Amended reports filed with the Commission by the Comittee
indicate Mr. Zeliff made loans totaling $216,000.00 to the
Committee during the 1989-1990 election cycle. According to the
information provided in response to the complaint, $209,000.00 of
the $216,000.00 consisted of funds from the Inn's corporate
account. Certain of the loans reported by the Committee can be
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matched by date with the loans recorded on the Corporation#s
written record. See General Counsel's Probable Cause Brief In the
Matter of Christmas Farm Inn, Inc*, at 5, n. 3. (hereinafter
General Counsel's Brief). These amounts are not disputed by

respondents.

Counsel for the respondents replied to the Commission's
analysis contained in the three General Counsel's Briefs (In the
Matter of Friends of Bill Zeliff Committee, Robert D. Goodan as
treasurer; In the matter of Christmas Farm Inn, Inc.; and In the
Matter of William H. Zeliff, Jr.) by submitting a single brief on'0

behalf of all respondents. Additionally, pertinent parties
responded to the interrogatories and request for production of

0documents propounded by the Commission. Two affidavits were
NO received from Mr. Kaslow, the Corporation's bookkeeper: one

0affidavit was in response to the complaint and the second was

submitted by counsel. Supplementary responses to follow-up
questions and additional documents have also been received from

respondents. 2

Respondents did not pursue Pre-Probable Cause Conciliation.

1. All references to the General Counsel's Brief in thisReport will be to the General Counsel's Brief In the Matter
of Christmas Farm Inn, Inc.

2. The Reports Analysis Division notified this Office duringthe early part of September 1993 concerning the Committee'sreporting in its 1993 Mid-Year Report of two $10,000.00 loansfrom Mr. Zeliff. The report indicates the Committee receivedthe loans on December 16, 1992 and January 15, 1993. Byletter dated October 8, 1993, Jan W. Baran, Counsel forrespondents, advised, w(b)oth loans were made fromCongressman and Mrs. Zeliff's joint personal checkingaccount. Christmas Farm Inn was not the source of either
loan."
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II. RICONUMRE D ACTION IN LIGHT OF rC V. NRA

On January 27, 1994, the General Counsel's Office received

a letter fron counsel on behalf of all respondents noting

objections to past and continuing proceedings by the Commission in

this matter due to the court's decision in FEC v. NRA, 6 F.3rd 821

(D.C. Cir. 1993), cert. granted 114 S.Ct. 2703 (1994).

(Attachment 1). Counsel's letter essentially attempts to preserve

all possible arguments available to these respondents regarding

the Commission's continued action in this matter in light of the

NM decision. The substance of most of counsel's objections are

currently being litigated in a number of other cases. See e.g.,

FC v. Colorado Republican Federal Committee, 93-1433, 93-1434

(10th Cir.); FEC v. NRSC, No. 93-1612 (D.C. Cir.).

Consistent with the Commission's November 9, 1993 decisions

concerning compliance with the NRA opinion, and based on the

complaint filed in this matter and responses thereto, this Office

recommends that the Commission ratify its earlier determination in

RURs 3191 and 3226 to:

1. Find reason to believe that 3 the Friends of Bill Zeliff
Committee and its treasurer violated 2 U.S.C. 5 441b.

2. Find reason to believe that the Christmas Farm Inn,
Inc. violated 2 U.S.C. 5 441b.

3. rind reason to believe that William H. Zeliff, Jr.
violated 2 U.S.C. S 441b.

4. Find reason to believe that the Friends of Bill Zeliff
Committee and its treasurer violated 2 U.s.c.
S 434(a)(6).

3. At the time of the Certification, John C. Naramore was the
Committee treasurer. Robert D. Goodman is the present
treasurer.

I
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5. Approve the Factual and Legal Analysis as recommended
in the General Counsel's Report dated August 2, 1991.

6. Approve the Factual and Legal Analysis attached to the
General Counsel's Report dated September 10, 1991.

7. Approve the Factual and Legal Analysis attached to the
General Counsel's Report dated February 22, 1991.

The certifications dated February 27. 1991, August 14,

1991, August 23, 1991, and September 27, 1991, are included in

Attachment 2 for the Commission's information.

III. ANALYSIS

This Report incorporates by reference the General Counsel's

Briefs and all arguments and authorities contained therein. In

addition to previous submissions by the General Counsel's Office,

the following matters are submitted in response to the arguments

presented by respondents in their consolidated response to the

General Counsel's Brief.

A. Violation of 2 U.S.C.5 441b(a).

1. Statement of the Law

A complete statement of the law is contained in the General

Counsel's Brief at page 2.

2. Respondents' Arguments

As noted supra, respondents do not dispute that the loans

made to the Committee in the amount of $209,000.00 were funds

taken from the Corporation's account as general corporate funds.

Rather, respondents contend that since Christmas Farm Inn, Inc. is

a closely held corporation which qualifies for beneficial federal

tax treatment as a Chapter S corporation, the corporate funds used
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to sake the loans to the Committee are the Candidate's personal

funds. 4 Since the funds extended by Mr. Zeliff to the Committee

were part of his personal assets, respondents argue, neither Mr.

Zeliff nor his Corporation violated the Act by lending the money

to Mr. Seliff's campaign committee and the Committee did not

violate the Act by accepting the money.

In support of their contention, respondents reason since

Mr. Zeliff owns fifty percent (50%) of the Corporation's stock, he

"equitably owns" one-half of all the corporation's assets which at

the time the loans were made exceeded See

Respondents' Brief at 2-3. Moreover, as the president of the

corporation, respondents argue, Mr. Zeliff exercised control over

all the Corporation's assets. Id. Given Kr. Zeliff's "equitable"

ownership of the Corporation's assets as a shareholder and his

control over those assets in his capacity as president of the

Corporation, respondents conclude that the corporate funds

extended to the Committee in the form of loans by the Corporation

were Mr. Zeliff's personal funds. Respondents contend that this

transaction is consistent with the provisions of 11 C.F.R.

4. Respondents have abandoned their argument that because of
its Chapter S status, the Christmas Farm Inn, Inc. should be
treated as less than a corporation for all purposes. This
argument was unsound in light of the federal law on the
treatment of closely held corporations which receive the
benefits of Chapter S status for other than tax purposes.
That law is settled. "Whatever the factual context, courts
rarely permit a corporation to be disregarded for the benefit
of its own shareholders. Persons who choose the corporate
form of doing business are held to the consequences of that
decision." F. O'Neal and R. Thompson, Close Corporations, S
1.10 (3rd ed. 1986); e.g., Ramirez de A rellano v. Weinberger,
745 F.2d 1500, 1516, n. 62 (D.C. Cir. 1984) and cases cited
in General Counsel's Brief at 7-9.
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S 110.10 (a) and (b) and that regulation#s definition of what
constitutes personal funds.5

Additionally, respondents observe, Mr. Zeliff could have
provided the funds directly to the Committee through a variety of
methods, all of which would have been permissible under the
Federal Election Campaign Act of 1971. Accordingly, they claim
that focusing on the procedures employed to accomplish the funding
of the campaign elevates form over substance and penalizes "the
accounting method" used by Mr. Zeliff. Respondents' Brief at 8-9

(emphasis in original).

3. Discussion

Respondents arguments disregard several basic principles of
0corporate law. In so doing, the arguments tend to cloud the real
"to issues raised by this matter. Simply stated, the issue herein

S. Respondents, Brief lists seven alleged "undisputed' factsat pages 2-3. The list, however, includes legal conclusionsCreferenced as facts by respondents which are not conceded.Moreover, the General Counsel does not agree that Mr.Zeliff's ownership of the Inn meets the express definition ofOpersonal funds. See Respondents' Brief at 6. For purposesof this Report only, the following facts referred to byrespondents are undisputed: The Zeliffs owned the Inn andthe two other businesses as a proprietorship until 1977 andincorporated for the purpose of avoiding liability; each ofthe Zeliffs owned 50% of the shares in the Corporation andacted as its officer and directors; and Mr. Zeliff borrowed$209,000.00 from the Corporation to lend to the Committee.All other legal conclusions made by respondents and labeledas facts will be referred to as argument and so identified,infra. Additionally, the control over the Inn's assets whichrespondents allege Mr. Zeliff had as the president of theCorporation has not been documented by respondents. This iscrucial in view of the fact that the president of acorporation has no inherent powers except those granted tohim by statute, by the corporation's by-laws, or thedirectors. See generally 1 Macey, Corporation Guide, 5 1706(P-H 1990); N.H. Rev. Stat. Ann. 5 293-A:8.41.



presented in whether Christmas Farm Inn, Inc. is a corporation
under the laws of the State of New Hampshire; and if so, did it

violate 2 U.B.C. S 441b(a) by making a corporate contribution to
the Committee. The liability of all respondents under the Act
depends on whether or not these two questions are answered in the

affirmative. Based on the facts presented and the case law in

this area, the answer to both these questions is yes.

Respondents do not dispute that Christmas Farm Inn, Inc. is

a corporation incorporated under the laws of New Hampshire. N.H.

ltev. star. Ann. 5 293-A:l.01-293-A:l7.04 (1992) . Their

arguments, however, ignore the basic tenet of corporate law that

closely held corporations, such as the Christmas Farm Inn, Inc.,

0possess all the major attributes of public for profit

'0 corporations. even though a closely held corporation may exhibit
*0 a centralised management structure akin to that of partnerships

and private ventures, it, nevertheless, is a legal entity having a

legal existence separate and apart from its shareholders. 1 F.

O'Neal & R. Thompson, Close Corporations, S 1.09 (Clark, Boardman,

Callaghan, 1992); 1 Keating and O'Gradney, Fletcher Cyclopedia of

the Law of Private Corporations, 5 25 (Callaghan 1990). This is

essential to the corporationts existence.

6. The New Hampshire corporation statutes effective when theChristmas Farm Inn, Inc. was incorporated have beensuperseded by the 1992 Business Corporation Act. That Act,however, specifically states that it applies to all domesticcorporations in existence on January 1, 1993 and which whereincorporated under any general statute of the state providing
for incorporation of corporations for profit. N.H. Rev.
Stat. Ann. 5 293-A:17.01.
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Having a separate legal identity from that of its

shareholders enables the corporation to hold property, enter into

contracts, negotiate loans, execute conveyances and conduct all

corporate business as a separate legal unit. Id. It is from the

concept of a separate identity that such corporate benefits as

limited shareholder liability and Chapter S special tax treatment

are derived. Id. Indeed, this basic principle should not be

ignored because doing so may result in the loss of corporate
7

status.

Respondents argue that Mr. Zeliff may spend an unlimited

N amount of personal funds on his candidacy. This general principle

1is not disputed. Yet, the funds extended to the Committee in the

C4 form of loans by Mr. Zeliff's were not his personal funds.

NO Rather, these funds were assets of the Corporation at the time the

loans were made to the Committee. This is so because as the

corporation is a separate entity from its shareholders, so are the

corporate assets separate from those of its shareholders. I(T)he

LO)

7. Respondents argue that Mr. Zeliff, as shareholder,
equitably owns 50% of the corporate assets or property; and
as its president, he has full control over and power to
dispose of corporate assets. Moreover, they argue, since the
Inn's incorporation in 1977, Mr. Zeliff has "frequently drawn
money on an as-needed basis from the Inn's bank account for a
variety of personal uses in the same manner as he did during
his campaign." Respondents' Brief at 3. Although there are
no clear cut rules on when the corporate entity will be
disregarded, some factors which contribute to piercing the
corporate veil include situations where the shareholders act
as the corporation's alter ego; when the business of the
corporation is allowed to become mixed up with the owner's
personal affairs; when the president-principal shareholder
uses the corporation merely to carry on personal business; orwhen shareholders ignore the existence of the corporation by
mixing personal and corporate funds. See generally 1 Macey,
Corporation Guide 5 1119 (P-H 1991).
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capital or assets of the corporation are its property, and the

shares evidenced by the stock certificates are the properties of

the holders, which do not carry the capital property or profits

until they have been declared and vested as dividends, after which

they are stockholder's property." 1 Fletcher Cyclopedia

Corporations, 5 31 at 555 (Peru Ed) (citations omitted). Thus,

the equitable interest which respondents argue Mr. Zeliff, as a

shareholder, had in the corporate assets of Christmas Farm Inn,

Inc. is an indirect, qualified, collateral, transferable and

insurable interest only. See generally 11 Fletcher Cyc Corp, 

5100 at 100. This equitable interest is not the kind of interest

which would provide a shareholder with legal access to or control

over corporate property for his use and benefit required by

11 C.F.R. 5 ll0.10(b)(1).

Stockholders have no vested interest in the corporate

property or assets until such time as distribution occurs in the

form of dividends or upon liquidation. Id. It is at this point

that the corporate assets are converted into the personal asset of

the shareholder. Once this conversion of the corporate funds

occurs, the shareholder has a legal right of access to the funds

and may exercise dominion and control over the property for his

personal use and benefit. This conversion of corporate funds to

private funds, however, never occurred here. Had Mr. Zeliff

directed a disbursement or payment of dividend to himself as a

shareholder, liquidated his interest and used the proceeds from

that liquidation for the loans, or even given the shares to the

Committee as a gift, the loans he made to the Committee would not
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have been from corporate assets but rather, from personal funds

over which he had dominion and control. These conversion methods

(and others listed in the General Counsel#s Brief at 10-11 and in

Respondents' Brief at 6-7), although consistent with FECA

requirements, would have resulted in a taxable event to Mr.

Zeliff. By using corporate funds from the Corporation's treasury

to lend to the Committee, Mr. Zeliff avoided personal tax

consequences, such as capital gains or income interest, because

the funds loaned to the Committee remained the Corporation's

property.

The legal principal that a shareholder does not have right

of access to or control over corporate assets is significant in

Nevaluating respondents' interpretation of 11 C.F.R. 5 110.10(b).

10 The regulation permits candidates for federal office to make

ISO unlimited expenditures from personal funds. It also provides a

two-prong definition of personal funds. Personal funds are assets

to which the candidate has a legal right of access to or control

over and with respect to which the candidate had either legal and

. rightful title or an equitable interest. 11 C.F.R. S 110.10(b).

An equitable interest in an asset includes ownership or a

pecuniary interest that is not one of legal title. 48 Fed. Reg.

19020 (1983). The Commission, in clarifying the definition of

personal funds provided in 11 C.F.R. 5 110.10(b), stated:

(I)t is made clear that the criteria of
"legal and rightful title" and "equitable
interest" must each be linked with "legal right
of access to or control." The latter criterion
is the standard set out in the legislative
history of the 1974 Amendments to 18 U.S.C.
5 608 pertaining to the limitations of
expenditures of personal funds by a candidate,
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also cited in Buckley v. Valso, 424 U.S. 1, s1,
52, n. 57. Id.

Assuming, arguendo, that Mr. Zeliff, in his capacity as a

shareholder had an equitable interest in the Corporation's

assets, as a shareholder, he had no legal right of access to or

control of corporate assets for the purpose of applying the

assets to his personal use. The right of access to or control

over the corporate assets could not be attained by him as a

shareholder until such time as distribution, liquidation or

other conversion of the corporate assets occurred to convert the

corporate asset into his personal property. Any access to or

control of corporate assets he may have had vas not in his

capacity as shareholder, but rather, in his capacity as an

officer and director of the Corporation. In that capacity, any

access to or control over the corporate assets could only be

exercised for the use and benefit of the Corporation.

Consequently, the "link" between the equitable interest and

access to or control contemplated by the Commission, supra, is

absent here.

Respondents' reliance on the Commission's actions in MUR

3097 to further support their argument that the corporate funds

were Mr. Zeliff's personal assets is misplaced. In that MUR,

the candidate's personal estate had been placed in a judicially

created trust under the guardianship of a trustee after the

candidate was declared incompetent. The respondent received a

monthly income and could receive additional funds from the

trust principal after written approval from the court. The
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facts presented in that NUR are different from those presented

in this MU!. For example, the trust at issue in NUR 3097 was

involuntarily created to protect the candidate's personal

property, whereas here, Mr. Zeliff voluntarily incorporated the

Christmas Farm Inn as a profit generating enterprise. In

addition, NUR 3097 does not deal with corporate funds, corporate

loans or the prohibition against corporate contributions found

in 2 U.S.C. 5 441b(a) as does this MUR. Moreover, in NUR 3097

the court converted a portion of the trust assets into

distributions for the candidate's personal use. As previously

discussed, no such conversion of corporate assets into personal

funds occurred here.

Respondents contend that the issues raised by this NR

are ones of first impression before the Commission.

Respondents" Brief at p. 11-12. That is not the case. NUR

3119, which is discussed in the General Counsels Brief at page

8, but which respondents fail to address in their brief,

involved the same legal issues as this NUR. In NUR 3119, the

candidate borrowed funds totaling $266,000.00 from a closely

held corporation which had selected Chapter S tax treatment, and

of which she was the principal stockholder. (She owned 85% of

the shares). The candidate, in turn, loaned the money to her

principal campaign committee. The loans were fully reported to

the Commission.

By a vote of 6-0, the Commission found probable cause to

believe that the corporation, and the committee violated, inter

alia, various provisions of 2 U.S.C. S 441b. The respondent in

4'
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that HiR, just like the respondents in this NUR, argued that the

funds loaned to the committee were the candidate's personal

funds pursuant to 11 C.F.R. 5 110.10(b). The Commission's

findings against the corporation and the committee in MIR 3119

indicate that the 11 C.F.R. 5 110.10 must be read in conjunction

with provisions of the Act which prohibit corporate

contributions in connection with federal elections. In so

doing, the Commission found that the loans made to the committee

by the candidate in MUR 3119 were from corporate funds which did

not become the personal funds of the candidate pursuant to

11 C.F.R. 5 110.10 by virtue of the corporation's Chapter S

status or because of the candidate's status as the corporation's

major stockholder.

Finally, respondents? argument8 that they relied in good

faith on a reasonable interpretation of a regulation ignores the

fact that Title 2 U.S.C. S 441b(a) does not distinguish between

closely held corporations and publicly held corporations in its

blanket prohibition against corporate contributions. In

addition, the definition of personal funds provided in 11 C.F.R.

5 110.10 must be read in conjunction and consistent with the

statutory prohibitions against corporate contributions contained

8. Respondents argue that they relied in good faith *upon an
established and valid regulation that the General Counsel's
Briefs now construe as inconsistent in some respects with
another statute." Respondents' Brief at 11. Although the
Brief fails to so state, for purposes of this argument, it is
assumed that respondents reference 2 U.S.C. S 441b and
11 C.F.R. 5 110.10. Because of their good faith reliance on
11 C.F.R. S 110.10, respondents contend, they should not be
subject to any sanctions pursuant to 2 U.S.C. S 438(e).



in 2 U.s.C. 5 441b.

Moreover, the Commission has consistently and repeatedly

opined that an officer or stockholder may make contributions in

his or her individual capacity; but never has it sanctioned

contributions from the corporate treasury funds of a commercial

entity. See L.*., AO-00006; NUR 2552 (Vandenberge); MUR 3119.

Additionally, federal and state courts, despite affording

certain benefits to closely held corporations,9 still recognize

that once a corporation is formed, its corporate identity can

not be disregarded at the whim of the shareholders. See e.g.,

Betson v. Commissioner, 602 F. 2d 365 (9th Cir. 1996)(when a

taxpayer chooses to conduct business through a corporation, he

may not subsequently deny the existence of the corporation even

though its suits him for tax purposes).

4. Conclusion

Accordingly, based on the arguments above, there is

probable cause to believe that: Christmas Farm Inn violated

2 U.S.C. S 441b by making loans to the Candidate; Mr. Zeliff

violated 2 U.S.C. S 441b by consenting to the loans and

knowingly accepting contributions from the Christmas Farm Inn,

Inc.; and the Committee and its treasurer violated 2 U.S.C.

5 441b by knowingly accepting the loans made with funds obtained

from the Corporation.

B. Use of Corporate Assets

9. Some of these benefits include centralized management, a
flexible corporate structure, limitations of the sale of
stock, and Chapter S tax status.
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1. Statement of the Law

A complete statement of the applicable law is contained

in the General Counsel's Brief at pages 11-14. Several points

raised by Respondents in their Brief, however, require soe

clarification.

According to the information submitted by respondents,

the Christmas Farm Inn provides food services in the ordinary

course of business and it did so to the Committee during the

timeframe in question. Therefore, for the limited purposes of

analyzing the food and beverage-related items only, the Inn is a

corporate vendor and the expenditures must be examined under

both, 11 C.F.R. S 114.10 for those transactions prior to October

3, 1990 and 11 C.F.R. S 116.3 for those transactions occurring

after the effective date of the regulation.1 0 All other Inn

activity is subject to the provisions set out in 11 C.F.a.

S 114.9.

Under the provisions of 11 C.F.R. 5 114.9(a)(1) and

(2), any required reimbursement made by the stockholder or

employee volunteer is subject to examination with regard to the

amount and timing of the payment. See the General Counsel's

Brief at pages 12-13 for a more detailed statement of these

10. Although the General Counsel's Brief at pages 12, 33-36,
refers to 11 C.F.R. 5 116.3 in reviewing 1989 vendor activity
involving the Inn, the conclusions and recommendations
derived from the analysis would be the same under 11 C.F.R.
5 114.10 (1990). This is so because 11 C.F.R. 5 116.3, which
superseded 11 C.F.R. 5 114.10 in October 1990, incorporates
the same provisions of the superseded regulation by setting
forth the standards for the extension of credit by
corporations in the ordinary course of their business as
commercial vendors. See 55 red. Reg. 26378.
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provisions. In resolving the issues regarding reimbursements

for the goods and services provided by the inn to the Committee,

the Commission need only focus on the timeliness of the

reimbursements made by respondents and not on who made the

reimbursements. The timeliness of payments made is relevant

whether the payments are made pursuant to 11 C.F.R. S 114.9(a)

or pursuant to 11 C.F.R. 5 114.9(c), as both sections of the

regulation require reimbursement within a commercially

reasonable time.11

2. Respondents' Arguments

Respondents argue that neither Mr. Zeliff nor the

Committee were required to reimburse the Corporation in the

first place because Mr. Zeliff "equitably" owned at least one

half of the Inn's assets. Therefore, they conclude * . . .

these are (the candidate's) personal funds in accordance with

11 C.F.R. 5 ll0.10(b)(1). Respondents' Brief at 14. As such,

neither the Committee nor the Candidate were obligated to

reimburse the Corporation for their use.

In the alternative, they argue, in choosing to reimburse

the Corporation for the use of its assets, Mr. Zeliff and the

11. "Commercially reasonable time" is not defined in the
regulations. In situations in which a corporation normally
operates as a vendor of the goods and services involved, the
Commission has compared billing and payment timing accorded a
political committee/customer with that accorded other customers
of the same corporation. In situations in which a corporation
does not normally provide the goods and services at issue, as
when its facilities are used by volunteers, it becomes necessary
to compare its charging and collection process with those of
outside vendors who normally provide such goods or services.



Soliff and the Committee did so fully and consistent with the

normal and usual charge for all facilities and within a

commercially reasonable time. See Respondents' Brief at 15-22.
in addition, respondents assert that "reiabursenents to the Inn

for the use of its facilities would be governed by 11 C.F.R.

1 114.9 (1990), not 11 C.F.R. 5 116.3. . . ." Respondents'

Brief at 14. They also focus on what they allege to be a

isstatemnt in the General Counsel's Brief at pages 13-14

pertaining to whether 11 C.F.R. 5 114.9(c) includes use of

corporate facilities to produce materials by persons other than

stockholders or corporate employees.

Addressing the issue of timeliness of the payments,

Srespondents complain that the alleged "thirty day" rule proposed

*10 by the General Counsel for determining commercially reasonable

NO time for the payment of the debts in question is inflexible,

arbitrary, untenable and inconsistent with other FEC regulatory

schemes. Respondents' Brief at 22-33. Accordingly, they

assert, the iaposition of this "inflexible" standard results in

the reimbursements to the Inn being untimely and, therefore,

resulting in imperissible corporate contributions in violation

of 2 U.S.C. S 441b. Respondents' Brief at 33-34.

3. Discussion

The basic issue raised by the Corporation's provisions of

goods and services to the campaign is whether it was reimbursed

within a commercially reasonable time for the use of corporate

assets during the Candidate's campaign for federal office. The

timeliness of reimbursements is relevant to whether the



Corporation provides the goods and services in the ordinary

course of its business as a commercial vendor under the

provisions of 11 C.r.a. S 116.3 or whether the goods and

services are not provided in the ordinary course of business

under the provisions of 11 C.P.R. 5 114.9. Moreover, the

timeliness of payments made to the Corporation is also relevant

whether the goods and services rendered by the Corporation are

analyzed pursuant to 11 C.F.R. 5 114.9(a) or 11 C.F.R.

£ 114.9(c).

In response to respondents, assertion that all supplies

and equipment of the Inn are the Candidate's personal funds, the

supplies and equipment of the the Christmas Farm Inn, Inc.

remained corporate property unless converted to Mr. Zeliff's

personal disposable property and did not constitute personal

funds under the provisions of 11 C.F.R. S 110.10. See pages

9-17 of this Report. Absent compliance with the provisions of

11 C.F.R. 5 114.9, 11 C.F.R. 5 114.10 and 11 C.F.R. S 11.3, a

candidate such as Mr. Zeliff, who is directly involved in the

use of corporate assets on behalf of his campaign, may be

involved in the knowing acceptance of such assets in violation

of 2 U.S.C. 5 441b(a). If that candidate is also an officer or

director of the corporation whose assets are being used, as is

the case with Mr. Zeliff, he may also be in violation of

2 U.S.C. 5 441b(a) by consenting to the use of the corporate

assets.

Respondents argue that the Commission should be satisfied

with the fact that ultimately all of the invoices were paid.
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Moreover, they also assert that this Office has applied their

payments to outstanding invoices in a manner which results in

the respondents appearing to violate the Act when they have not.

In making this argument respondents do not challenge that the

Inn billed the Committee in 1989 and 1990 for $35,094.40.12 Yet,

the same documents used to compute the amount billed and

submitted by respondents in response to discovery requests,

together with the information provided by respondents in

response to inquiries from this Office, provided the basis for

the conclusion in the General Counsel's Brief that the payments

were not timely made. Despite respondents arguments to the

contrary, all the information submitted by then was used in the

General Counsel's computations. The three partial prepayments

made by the Candidate and the Committee were fully considered by

this Office in its computations of payments made within a

12. The breakdown of these billing charges by category is as
follows:

Salaries $ 5,865.30
Telephone use 5,557.66
Use of corporate vehicles 16,034.45
Office supplies 1,319.04
Postage 253.50
Food, beverages & related equip. 4,169.85
Newspapers 68.99
Materials for signs 478.02
Copying 447.00
Credit Card Charges 616.14
Undifferentiated payment 350.00

35,159.95

65.55
$ 35,014.0

The amount of $65.55 was deducted from the total but no
explanation was provided. A further breakdown of thebilling for each category and payment schedules is contained
in the General Counsel's Brief at 14-36

CV

'0

'0
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commercially reasonable time.
13

Based on all the information received from respondents,

the General Counsel's Brief listed the goods, equipment, and

services according to the various categories of reimburseaents

involved and in light of the information available referencing

the attribution of payments contained in the invoices provided

by respondents. See General Counsel's Brief at 23-36. This

type of breakdown was necessary in light of the fact that the

normal and usual rental charge and the commercially reasonable

time for payment differed with each equipment used and service

rendered. Respondents fail to make these distinctions in their

Brief, thus explaining their different computations.

Moreover, respondents challenge the accounting methods

employed in the General Counsel's Brief as "bizarre and

arbitrary.* Respondents' Brief at 28-29. Yet, the lack of

information from respondents resulted at times in

undifferentiated reimbursements which were reconciled by this

Office either based on other information available 1 4 or in the

proration of payments in a manner consistent with other

available evidence. 15 Despite their vehement objection to this

13. For example, Mr. Zeliff's April 29, 1990 personal payment
of $1,233.00 was applied against four telephone and telefax
charges billed the Committee by the Inn between January 26,
1990 and April 30, 1990. Applying the commercially
reasonable time for the payment of telephone and telefax
charges of thirty days from the date the bill is received,
resulted only in the amount of $674.56 not having been
reimbursed within a commercially reasonable time.

14. See page 28, section 3 of the General Counsel's Brief.

15. See e.g., n. 17 of the General Counsel's Brief.
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Office's accounting methods, respondents provide neither

additional information to rebut this Office's calculations nor

alternative accounting procedures.

With the exception of one billing incident, this Office

did not challenge the prices used by the Corporation in billing

the Committee or Mr. Zeliff for the various goods and services

rendered. This office concluded that the Inn had undercharged

the Committee for the cost of making 27,000 copies. On page 17

of their Brief, respondents object to this Office's challenge to

that charge as reflected in the Inn's February 23, 1990,

invoice. The invoice sets the cost of making copies at the

amount by which the Corporations maintenance agreement was

N exceeded by Mr. Zeliff's use of the equipment. Although Mr.

'a Zeliff made payment of $397.00 for the copying charges pursuant
'0 to 11 C.F.R. 5 114.9(a)(1), his use was not incidental and,

itherefore, the appropriate section to determine Mr. Zeliff's

liability is 11 C.F.R. 5 114.9(a)(2).

Unlike 11 C.F.R. S 114.9(a)(l), 11 C.F.R. 5 114.9(a)(2)

provides that when a shareholder's use of corporate equipment is

sore than occasional, isolated or incidental, reimbursement for

its use is determined by the usual and normal charge which is

defined as the price of those goods in the market from which

they would have been purchased at the time of the contribution.

See 11 C.F.R. S 100.7(a)(1)(iii)(B). Respondents incorrectly

allege that the price used by this Office in ascertaining the

cost of reproduction was determined by consulting a printing
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business in Washington D.C. See Respondents, Brief at 17, n.

10.

During the investigation, however, respondents provided

no evidence of the usual and normal charge for reproduction

other than the price charged by the inn of $.10 per copy. As

such, the cost for the additional 27,000 copies was established

in the General Counsel's Brief by using the $.10 per copy rate

used by the Inn in billing the Committee for making copies on

another occasion at the rate of $.10 per copy. See General

Counsel's Brief at 27-28. This computation resulted in a

required reimbursement of $2,700.00 and an actual

under-reimbursement of $2,300.00 ($2,700.00 minus $397.00, which

was the amount billed by the Inn for the 27,000 copies). Id.

In their Brief, respondents for the first time provide

evidence from a commercial vendor in Manchester, Mew Eampshire,

to show that had Mr. Zeliff gone to a commercial vendor, he

would have been charged $334.85 for 27,000 reproductions.

Respondents' Brief at 17, and Attachment 2. Based on this

recent information provided by respondents, this Office

recommends that the Commission adjust its calculation of the

cost for reproduction from $2,700.00, as originally calculated

in the General Counsel's Brief, to $334.85. However, given the

thirty-day standard payment period in the copying business, the

payment was not made within a commercially reasonable time, thus

resulting in a corporate contribution in the amount of $334.85
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and $S0.00 (also an untimely payment) for a total of $364.85.1 6

As noted, supra, the Commission need not reach the issue
of who may reimburse under the provisions of 11 c.p.R. 1 114.9
(a) and (b) in resolving this matter. However, respondents

raise some issues in this area which need clarification.17 To
justify the Committee's reimbursements to the Corporation under

this section during the 1989-1991 timeframe, respondents rely on

the FKC's 1992 Campaign Guide For Corporations And Labor

16. While 11 C.i.a. S 100.7(a)(1)(3)(8) requires that theusual and normal charge be based on the local marketplace, nosuch limitation has been placed on determining a commerciallyreasonable time for reimbursement. Thus, this Officecontacted a small Washington D.C. copying business toascertain the commercially reasonable time for payment uponbilling in the copying business and not to determine thenormal and usual rice for copying. See General Counsel'sBrief at 27, n. 14 -"bis contact conlTr-med a thirty-daypayment period upon billing as standard throughout thecopying business. This standard was exceeded by theCommittee with both copying bills. We note althoughrespondents contacted a commercial vendor in the Manchester
area to established a normal and usual Price for reproductionin the area different from that set by the Corporation in itsbillings to the Committee, they provided no evidence to rebutthe thirty-day standard proposed by this Office. See
Respondents' Brief, Attachment 2.

17. Respondents object to this Office's position that 11 C.F.R.S 114.9(a) permits only a volunteer shareholder or employee toreimburse a corporation for the use of its equipment andprecludes a campaign committee from making the reimbursement.
This is so because reimbursement by the Committee under theprovisions of 11 C.F.R. S 1 14.9(a) results in an impermissible
corporate contribution. Despite the fact that the 11 C.F.R.S 114.9(a) specifically refers to use and compensation bystockholders and shareholders, respondents argue the regulatoryscheme does not contemplate such reimbursement limitation.Respondents' assertion, however, is questionable in light of thefact that each section of 11 C.F.R. S 114.9 provides forspecific categories of use, with 11 C.F.R. S 114.9(d)proscribing the use or rental of corporate facilities by personsother than those mention in paragraphs (a) and (b) of the11 C.F.R. S 114.9(a) and (b). I.e., shareholders and corporate
employees.
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Organizations, which, they argue, expressly provides for either

political committees or shareholders to make reimbursements.

Respondents' Brief at 27. The section of the Guide cited by

respondents, however, refers only to the question of when

reimbursements will be considered contributions or expenditures

under the definitional provisions of 11 C.F.R.

S 100.7(a)(1)(iii)(A) and 11 C.F.R. I 100.8(a), and not to the

question of who should make reimbursement. The section of

Chapter 12 pertaining to the use of corporate facilities by

employees, members, and stockholders does not state that

committees are authorized to reimburse for the use of corporate

facilities under the provisions of 11 C.F.R. S 114.9(a). On the

contrary, the subparagraph in the Guide which explains the

regulation's general rule, states, . . . When use of the

facilities is 'incidental,' the individual is only required to

relmburse the organization for any increased overhead . . .

See 1992 Campaign Guide For Corporations And Labor Organisations

at 48 (emphasis added). Likewise does the subparagraph in the

Guide which discuses reimbursement states that when the

individual exceeds incidental use of the facility, " . . . the

individual must reimburse the corporation or labor organization

for the cost of using the facility. Id. (emphasis added). 1 8

Respondents also assert that "the General Counsel's

18. It is interesting to note that the Guide in effect at the
time of the reimbursements in question, however, was not the
1992 Guide but rather, the 1986 version which does not contain
the definitional section alluded to by respondents in the 1992
Guide.
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Office never asked respondents whether the inn regularly

purchased its own supplies from the referenced stores or

whether the Inn provided Federal express services and

newspapers to its guests.* Respondents' Brief at 30. Failure

on the part of the General Counsel's Office to ask into these

matters, respondents claim, allowed this Office to conclude

that the Inn advanced costs for certain supplies. Id. at

29-30. Respondents, however, have never presented evidence to

the contrary in order to rebut the General Counsel's position

on corporate advancements. 19 At the same time, respondents

assert that all reimbursements to the Inn for the use of its

facilities would be governed by 11 C.F.R. 5 114.9, and not

11 C.F.R. 5 116.3. See Respondents' Brief at 14-15 and n. 15.

Reimbursements, however, for goods and services not rendered

within the Corporation's ordinary course of business as a

commercial vendor were examined in the General Counsel's Brief

pursuant to the reimbursement scheme provided in 11 C.F.R.

5 114.9. Consistent with the available evidence, the correct

regulatory framework for reviewing those services provided by

the Inn as a commercial vendor in the ordinary course of

business is 11 C.F.R. S 116.3 (for activity prior to October

1990, 11 C.F.R. S 114.10 applies). All other Inn activity is

19. The sum of $3,040.14 in corporate advances resulting from
payments to third party vendors listed in the General
Counsel's Brief (p. 31-32) and in violation of 2 U.S.C.
5 441b is reduced by the $433.12 billed by the Jackson Corner
Store. This correction is made because the Jackson Corner is
part of the the Christmas Farm Inn, Inc. Accordingly, the
sum of the corporate advances resulting from payments made to
third party vendors is reduced to $2,607.02.
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subject to the provisions set out in 11 
C.F.R. S 114.9.

The Inn also billed the Committee and 
was reimbursed in

the sum of $5,865.00 for the secretarial 
services rendered to

Kr. Zeliff by two corporate employees. 
Respondents argue that

these secretarial services are reimburseable 
under the

provisions of 11 C.F.R. S 114.9(a). Respondents' Brief at

30-31. Even if not reimburseable, respondents 
argue, there is

no evidence that the Inn's secretaries 
were not volunteers.

Id. (emphasis in original). 
Accordingly, they conclude,

*11 C.F.R. S 114.9(a) permitted 
the Committee to accept Ms.

GalluZZo's and Ms. Nelson's (the 
secretaries) services without

any reimbursement so long as they 
were volunteers. . . *u Id.

4Respondents' 
argument is predicated on a 

misreading of

'0 the regulation. The provisions of 11 C.F.R. 
114.9(a) apply to

1.0 the use of corporate facilities by 
corporate employees and

nshareholders and do not include the use of the paid services of

the corporate employees. See Advisory Opinion 1984-24

in (emphasis provided); see 
also Advisory Opinion 1984-37. 

The

statutory scheme set 
out in 11 C.F.R. S 114.9(a) 

provides for

the limited use of corporate facilities 
and for reimbursement

in connection with the volunteer 
campaign activity of

shareholders and employees.
2 0 Additionally, there is evidence

that these employees were not 
volunteers--they were paid by 

the

20. Respondents assert that this 
Office took a different

position from that taken here in MUR 2185. The General

Counsel's Report in MUR 2185 at 
page 5, however, concluded that

work by clerical employees at 
the direction of Mr. Kenzie was

not "individual volunteer activity" 
within the meaning of

section 114.9(a)(1)."
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Committee for the secretarial services they provided to the
Candidate. Moreover, as there is no evidence presented to date

that the inn provided secretarial services within the ordinary
course of business, the provisions of 11 C.F.R. S 114.10 or
11 C.F.R. 5 116 do not apply. Accordingly, the charges for

secretarial services for $5,865.30 constitute corporate

contributions in the form of advancements in violation of

2 U.S.C. S 441b.

On the issue of timeliness, respondents also object to

the General Counsel's application of a thirty-day period as
being a commercially reasonable time for certain corporate

reimbursements under 11 C.F.R. 5 114.9. They argue that this

Office's use of the same time period to measure the timeliness
NO of reimbursements in the various categories of goods and
'0 services provided by the Corporation is unreasonable.

The reason for listing in the General Counsel's brief

the various goods, services, and equipment for which the

Committee and the Candidate reimbursed the Corporation in
Oseparate categories was twofold: each item listed has a

different price, and the commercially reasonable time for

payment for each item differs with each industry or business

involved. In situations in which a corporation normally

operates as a vendor of the specific goods and services

involved, the Commission has compared billing and timing of

payments accorded a political committee/customer with that

accorded other customers of the same corporation. In

situations in which a corporation does not normally provide the
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goods and services at issue, as vhen its facilities are used by

voluntoors, outside vendors who normally provide such goods or

services are looked to for comparison. See e.g., HUR 1839,

General Counsel's Report at 2. ( . . (T)he normal and usual

market for postage is the United States Post Office and it

requires contemporaneous payment for postage whether stamps are

purchased or a postage meter is filled for a patron.").

It is only coincidentally that the commercially

reasonable time for the various goods and services involved

here was thirty days. The commercially reasonable time for

payment of reproduction bills was determined to be thirty days

from billing as confirmed by a local copying business. General

Counsel's Brief at 27-28, n. 14. The commercially reasonable

timing of the payment of telephone and telefax charges was

determine to be thirty days as indicated in the standard

billing statement for local telephone companies. Within the

rental car business community, it is common practice for

companies to require the use of a credit card and thus

immediate payment, while some companies provide for a thirty-

day payment period. General Counsel's Brief at 30, n. 16. In

analyzing the reimbursements for the use of the Corporation's

van and truck, this Office allowed for thirty days as oppose to

applying the immediate payment standard. Id. 31-32. As to

charges for food and beverages, which also included charges for

various dinners, this Office accepted the representation made

by respondents that the Inn's business includes food services.

General Counsel's Brief at 34-35. Accordingly, these food



service Invoices from the Inn involved extensions of credit

rather than reimbursements. As respondents provided no

evidence that the Inn extended credit to its customers for food

services in the ordinary course of business, a thirty-.day

period was applied to the benefit to respondents. General

Counsel's Brief at 34-35.

Clearly, this Office had a reasonable basis for

determining what is commercially reasonable time for the

reimbursement of the various goods and services billed by the

Corporation. Despite their objections to this Officels

computations, to this day, respondents have failed to provide

an alternative method of valuating commercially reasonable

time. Rather, respondents persist in relying on the

Commission's decision in XR 3070 in proposing a 12 month for

reimbursements for incorporated vendors. Respondents' Brief at

20.

in KR 3070, the Commission addressed a complaint which

alleged that outstanding debts owed a consulting firm for as

much as two years after they had been incurred constituted

in-kind corporate contributions to the political committee

which has received the goods and services involved. The

Commission found no reason to believe that a violation occurred

because the corporation had "established a business

relationship with the (committee) for consulting services

provided in connection with the 1988 campaign ... "and the

terms of the relationship were "substantially similar to

extensions of credit to nonpolitical debtors." The extension
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of credit was found to have been within the corporation's

ordinary course of business.

The critical distinction between the inn and the

creditor in NUR 3070 is that the firm involved in NUm 3070 was

a corporate vendor/creditor in the business of providing the

consulting services at issue, whereas, with the exception of

the food services, the Inn was not in the business of providing

those services and equipment it provided to the campaign

committee. Moreover, because it was a corporate

vendor/creditor, the firm in MUR 3070 had an established

business relationship with the committee and the terms of the

relationship were substantially similar to extensions of credit

to nonpolitical debtors. Such is not the case with the Inn.

Respondents recognize this and even concede that the

consulting firm in NUK 3070, unlike the Inn, was a "comercial

creditor* who was able to show its credit practices with other

customers in order to establish its ordinary course of

business. Respondents, Brief, n. 13. They further acknowledge

that

by contrast (to the firs in MUR 3070), the Inn
was not providing the use of its facilities as a
commercial vendor, for it is not a commercial
vendor of corporate facilities. Rather, it is a
country inn whose business is to provide quarters
and food to temporary guests. Therefore, it has
no precedent for being reimbursed for its
facilities and cannot establish an ordinary
course credit practices. Id.

4. Conclusion

Based on the analysis of particular categories of

advances and reimbursements contained in the General Counsel's
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Brief at 14-36, the following corporate contributions were made
to the Committee by the Corporation with the knowledge and

consent of the Candidate:

Third party vendors $ 2,607.02
Salaries 5,865.30
Telephone, Telefax 4,999.24
Copying 384.85
Undifferentiated payment 350.00
Vehicles 11,751.97
Food and Beverage 3t422.44

$29o380.82

Corporations such as the Christmas Farm Inn, Inc. are

permitted to make their facilities available for campaign use,

but such use must be in conformity with the regulatory

requirements of 11 C.F.R. S 114.9. According to the above

C14 discussion of the law, and based on all available information,

1%0 there is probable cause to believe that: the Friends of Bill
10 ZSeliff Coimittee and its Treasurer violated 2 U.s.C. S 441b by

knowingly accepting corporate contributions; the Christmas Farm

Inn, Inc. violated 2 U.S.C. S 441b by making corporate

contributions to the Friends of Bill Zeliff Committee; and

William a. Zeliff, Jr., violated 2 U.S.C. S 441b by consenting

and knowingly accepting contributions from Christmas Farm Inn,

Inc.

C. Failure to File 48 Hour Notices

1. Statement of the Law

A complete statement of the law is contained in the

General Counsel's Brief In the Matter of Friends of Bill Zeliff

Committee and its treasurer at pages 37-38.

On February 27, 1991, the Commission found reason to
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believe in MIR 3226 that the Friends of Bill Zeliff and its

treasurer had violated 2 U.s.C. S 434(a)(6) by failing to file

48 hour reports with regard to certain Candidate loans received

prior to the September 11, 1990 New Hampshire primary21
election. The Commission's reason to believe determination

involved the Comittee's failure to file required notices for

two loans totaling $97,000.00 which it had received from the

candidate. One loan was for $40,000.00 and was received on

August 28t 1990, and a second loan in the amount of $57,000.00

was received on September 4, 1990. The Committee has not

contested the Commission's finding.

2. Respondents' Argument

Respondents do not dispute that the Committee failed to

timely file pursuant to 2 U.S.C. 5 434(a)(6). Rather, they

argue that the campaign was staffed by inexperienced volunteers

who did not know that the corporate loans received by the

Committee were subject to the provisions of 2 U.S.C.

1 434(a)(6). Consequently, they propose the Comission take no

further action with respect to 48-hour notice issues raised in

this MIRU. Respondents' Brief at 33-34.

3. Discussion and Conclusion

The reasons provided by respondents in their brief do

21. Concurrently with its reason to believe finding, the
Commission offered to enter into pre-probable cause
conciliation. On April 5, 1991, counsel for the respondents
requested that further proceedings be deferred in MUR 3226
until the Commission had acted in the present matter.
Counsel also asked that the two matters be merged. On August
23, 1991 the Commission voted for merger of MUR 3226 with MUR
3191.
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not excuse respondents responsibility to file. Accordingly,

there Is probable cause to believe that the Committee, and its

treasurer, failed to comply with the reporting requirements of

2 U.S.C. S 434(a)(6).

111. DISCUSSION Or COUC.IATION AND CIVIL MALTY

The proposed conciliation agreement with the Friends of

Dill Zeliff Committee, and its treasurer



IV. RcCaOUN3WD&ONS

1. Ratify the determination to find reason to believe
that the fiends of bill Zeliff Committee and its

*10treasurer violated 2 U.S.C. S 441b.

%0 2. Ratify the determination to find reason to believe
that the Christmas Parm Inn, Inc. violated 2 U.S.C.

In S 441b.

3. Ratify the determination to find reason to believe
0 that William N. Zeliff, Jr. violated 2 U.S.C. 5 441b.

En 4. Ratify the determination to find reason to believe
that the Friends of Bill Zeliff Comittee and its
treasurer, violated 2 U.S.C. 5 434(a)(6).

5. Ratify the determination to approve the Factual and
Legal Analysis as recommended in the General Counsel's
Report dated August 2, 1991.

6. Ratify the determination to approve the Factual and
Legal Analysis attached to the General Counsel's
Report dated September 10, 1991.

7. Ratify the determination to approve the Factual and
Legal Analysis attached to the General Counsel's

24. At the time of the Certification, John C. Naramore was
the Committee treasurer. Robert D. Goodman is the present
treasurer.

-3S-
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Report dated February 22, 1991.

S. Find probable cause to believe that the Friends of
5111 Seliff Committee and Robert D. Goodman, as
treasurer, violated 2 U.S.C. S 441b.

9. Find probable cause to belief that the Friends of Bill
Uliff Committee and Robert D. Goodman, as treasurer,

violated 2 U.S.C. S 434(a)(6).

10. Find probable cause to believe that Christmas Farm
Inn, Inc. violated 2 U.S.C. 5 441b.

11. Find probable cause to believe that William H. Zeliff,
Jr., violated 2 U.S.C. 5 441b by consenting to and
knowingly accepting contributions from Christmas Farm
Inn, Inc.

12. Approve the attached conciliation agreements and
appropriate letters.

R5 E& PLL' Lawrence M. Noble
General Counsel

Attachuents:
1. Counsel's letter, dated January 25, 1994
2. Certifications (3)
3. espondents' Brief
4. Conciliation Agreements (3)

Staff assigned: Naria C. Fernandez



FEDERAL ELECTION COMMISSION
%kSH1%CT0% DC V06,

R )RM3SDUK

TO: LAWR3NC3 H. WOSLE
GKNIRAL COUN9SL

PRO": IARJOIR3 W. 0I1OVS0/KISCUA3L C. U3IyCOIS SSXON SECRETARY

DATI: AUGUST 26, 1994

SUBJECT: NUR 3191 - G3URRAL COJISZL'S RBPORT
DATZD AUGUST 18, 1994.

The above-captioned document was circulated to the

Commission on Nondoy. ka-mmt 22. -194 at 11:00

Obiection(s) have been received from the

Commissioner(s) as indicated by the nameas) checked below:

C 1missioer A tkena ..

Commissioner 11lott

Commissioner RcDonald

Commissioner NcOarry

Commissioner Potter

Commissioner Thomas xxx

This matter will be placed on the meeting agenda

for Tuesday, September 13, 1994

Please notify us who will represent your Division before
the Commission on this matter.



33VqsZ !33 FEDERaL 3L3C'rlON COIUSSION

In the Natter of )
R un 32 91

Christmas Farm Inn, Inc.; 31Friends of Bill Zeliff Committee
and Robert D. Goodman, as
treasurer; and )
illiam H. Seliff, Jr. )

CERTIFICATION

I, RarJorie W. Emmons, recording secretary for the

Federal Election Commission ezecutive session on

4September 13, 1994, do hereby certify that the Commission

Ltook the following actions in MM 3191:

C14
1. Decided by 0 vote of 5-0 to

a) Ratify the determination to find
reason to believe that the Friends
of Bill SUliff Committee and its
treasurer, violated 2 U.S.C.
5 441b.

b) Ratify the determination to find
reason to believe that the Christmas
Farm Inn, Inc. violated 2 U.S.C.
S 441b.

c) Ratify the determination to find
reason to believe that William H.
Zeliff, Jr. violated 2 U.S.C.
5 441b.

(continued)
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Certification for RUR 3191
September 13, 1994

d) Ratify the determination to find
reason to believe that the Friends
of Bill Zeliff Committee and its
treasurer, violated 2 U.s.c.
I 434(a)(6).

e) Ratify the determination to approve
the Factual and Legal Analysis as
recommended in the General Counselfs
Report dated August 2, 1991.

f) Ratify the determination to approve
the Factual and Legal Analysis
attached to the General Counsel's

N Report dated September 10, 1991.

9) Ratify the determination to approve
%0 the Factual and Legal Analysis

attached to the General Counwel's
Report dated February 22, 1991.

Commissioners Aikens, lliott, McDonald*
McGarry, and Thomas voted affirmatively
for the decision. Commissioner Potter
recused himself from HUR 3191 and was
not present during its consideration.

2. Decided by a vote of 5-0 to

a) Find probable cause to believe that
the Friends of Bill Zeliff Committee
and Robert D. Goodman, as treasurer,
violated 2 U.S.C. S 441b.

(continued)
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Certification for NUN 3191
September 13, 1994

b) Find probable cause to believe that
the Friends of ill Zciff Comittee
and Robert D. Goodman, as treasurer,
violated 2 U.S.C. 5 434(a)(6).

Comissioners Aikens, Elliott, McDonald,
RGarry, and Thomas voted affirmatively
for the decision. Commissioner Potter
recused himself from Nun 3191 and was
not present during its consideration.

111)

3. Decided b a vote of 5-0 to find
tprobable cause to believe that

Christmas Farm Inn, Inc. violated
C4 2 U.S.C. S 441b with respect to the
0loans at issue in this matter.

Comnssloners ALkens, Elliott, MeDonald,
RMarry, and Thomas voted offirmatively
for the decision. Conisioner Potter
recused himself from RUn 3191 and was
not present during its consideration.

4. Decided by a vote of 4-1 to find probable
cause to believe that Christmas Farm Inn,
Inc. violated 2 U.S.C. 5 441b with regard
to the advances.

Commissioners Aikens, McDonald, McGarry,
and Thomas voted affirmatively for the
decision. Commissioner Elliott dissented.
Commissioner Potter recused himself from
KUR 3191 and was not present during its
consideration.

(continued)
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5. Failed In a vote of 3-2 to pass a
motion to find probable cause to
believe that William H. Zeliff, Jr.,
violated 2 U.S.C. I 441b by consenting
to and knowingly accepting contributions
from Christmas Fars Inn, Inc.

Commissioners McDonald, NcGarry, and
Thomas voted affirmatively for the
notion. Commissioners Alkens and
3liott dissented. Cmissioner Potter
recused himself from HIM 3919 and was
not present during its consideration.

6. Decided by a vote of S-0 to

a) Approve the conciliation agreement
with the Christmas Farm Inn, Inc.

(continued)



Federal slection Commission
Certification for NR 3191
September 13, 1994

Page 5

b) Approve the conciliation agreement
with the Friends of Bill eliff
and Robert D. Goodman, as treasurer

Commissioners Aikens, alliott, UcSonald,
Picarry and ftomms voted affirastivoly
for the decision. Commissioner Potter
recused himself with respect to RUn 3191
and was not present during its comeideration.

Attestt

ecretatry of the Commission
Date' -



FEDERAL ELECTION COMMISSION
WASHINGTON. )C "a)3

September 23, 1994

U.. Jan V. Sarang 3sq.
Wiley. Rein and Fielding
1776 K Street, U.N.
Washington D.C. 20463

RU: KUR 3191; Christmas Farm Inn,
Inc.; Friends of Bill Zeliff
Committee and Robert D.
Goodman, as treasurer; and
William H. Zeliff, Jr.

C10 Dear Mr. Baran:

As you may be aware, on October 22, 1993, the D.C.
Circuit declared the Commission unconstitutional on

m separation of powers grounds due to the presence of the Clerk
of the House of Refesttatives and the Secretary of the

'0 Senate or their designees as members of the Commission. FUC

v. S 3 ttl. V1sO!L rFund, 6 F.3d 821 (D.C. Cir. 199337
NO X- - - . 11U 8.Ct. 2703 (1994) Since the decision was

0W C; aoiit sossion has taken several actions to
comply with the court's decision. While awaiting the Supreme
Courtos consideratioa of the Commission's appeal, the
Cimissio, consistent with that opinion, has remedied any

Cpossible constitutional defect identified by the Court of

Appeals by reconstituting itself as a six member body without
the Clerk of the House and the Secretary of the Senate or
their designees. In addition, the Commission has adopted
specific procedures for revoting or ratifying decisions
pertaining to open enforcement matters.

On September 13, 1994, the Commission ratified its

prior finding of reason to believe that your client,
Congressman William H. Zeliff, Jr., violated 2 U.S.C. 5 441b.
On that same day, the Commission considered whether there is
probable cause to believe that your client violated 2 U.S.C.
S 441b by consenting to and knowingly accepting contributions
from the Christmas Farm Inn, Inc. There was an insufficient
number of votes for a finding of probable cause to believe as

to your client. Accordingly, the file in this matter has
been closed as it pertains to Congressman Zeliff. The
Statement of Reasons explaining the Commission's action will

be forthcoming.



Wllilam 3. Seliff, Jr.

Page 2

The file will be made part of the public record within
30 days after it has been closed with respect to all other
respondents involved. Should you wish to submit any factual
or legal materials to appear on the public record, pleas* do
so within ten days. Such materials should be sent to the
Office of the General Counsel.

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. 5S 437g(a)(4)(5) and 437g(a)(12)(A)
remain in effect until the entire matter has been closed.
The Commission will notify you when the entire file has been
closed. In the event you wish to waive confidentiality under
2 U.S.C. 6 4379(a)(12)(A), written notice of the waiver must
be submitted to the Commission. Receipt of the waiver will
be acknowledged in writing by the Commission.

If you have any questions, please contact Maria C.
Fernandez, the attorney assigned to this matter, at (202)
219-3690.

C%4 Sincerely,

NO Lawrence R. Noble
General Counsel
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FEDERAL ELECTION COMMISSION
0 WASHING TON DC NXb)

September 23, 1994

lot *an A . saran, t..
W ley. Rein and Fielding
i177 K. Street NW.V.
Washington D.C. 20006

RR: RUN 3191; Christmas Farm Inn,
Inc.; Friends of Bill atliff
Committee and Robert D.
Goodman, as treasurer; and
William H. Zeliff, Jr.

Dear Mr. Baran:
:0

On August 13. 1991, the Federal Election Commission
C14 found that there is reason to believe your client, the

Christmas Farm Jnn, Inc., violated 2 U.S.C. I 441b, a
provitsion of the federal Election Campaign Act of 1971, as

Camended (the Act).

10 As you may be aware, on October 22, 1993t the D.C.
Circuit ,declared the Commission unconstitutional on

'O s*eparation of po*jts grounds due to the presence of the Clerk
of the House of, e etetives and the Secretary of the
Senate or theit de 0gnems as mebers of the Commission. FiEC
v. nR Polit"I VIctoM !P-md. 6 F.3d 821 (D.C. Cir. 1*93T-
oerte. 114!'.C*. Z/03 (1994). Since the decision was
fi ied own* the Commission has taken several actions to
comply with the court's decision. While awaiting the Supreme
Court"s consideration of the Commissionts appeal, the
Commission, consistent with that opinion, has remedied any
possible constitutional defect identified by the Court of
Appeals by reconstituting itself as a six member body without
the Clerk of the House and the Secretary of the Senate or
their designees. In addition, the Commission has adopted
specific procedures for revoting or ratifying decisions
pertaining to open enforcement matters.

On September 13, 1994, the Commission ratified its
prior findings of reason to believe in this matter, and found
there is probable cause to believe your client, the Christmas
Farm Inn., Inc., violated 2 U.S.C. S 441b. The Commission
found your client violated this provision of the Act by
making loans to William H. Zeliff, Jr., the candidate, and by
permitting him and the Friends of Bill Zeliff Committee the
use of other corporate assets in support of Mr. Zeliff's 1990
campaign for the United States House of Representatives.



The Christmas Farm inn, Inc.
Page 2

The Commission has a duty to attempt to correct suchviolations for a period of 30 to 90 days by informal methods
of conference, conciliation, and persuasion, and by entering
Into a conciliation agreement with a respondent. if we are
unable to reach an agreement during that period, the
Commission may institute a civil suit in United States
District Court and seek payment of a civil penalty.

Enclosed is a conciliation agreement that the
Commission has approved in settlement of this matter. If you
agree with the provisions of the enclosed agreement, please
sign and return it, along with the civil penalty, to theCommission within ten days. I will then recommend that the
Commission accept the agreement. Please make your check forthe civil penalty payable to the Federal Election Commission.

If you have any questions or suggestions for changes
Cin the enclosed conciliation agreement, or if you wish to

arrange a meeting in connection with a mutually satisfactory
conciliation agreement, please contact Rario C. Fernande,
the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

Lawrence N. Noble
General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHING TOM. DC 20*3

September 23, 199 4

Mr. Jan V. saran, to3.
Wiley, Rein and fieding
1776 K Street W.N.
Washington D.C. 20006

RE: RUR 3191; Christmas Farm Inn,
Inc.; Friends of Bill Zeliff
Committee and Robert D. Goodman,
as treasurer; and William H.
Zeliff, Jr.

Dear Mr. Baran:

On February 27t 1991 and on August 13, 1991, theFederal Election Commission found that there is reason to
believe your clients, Friends of Bill Ze.iff Committee and
Robert K. Goodmn, as treasurer, violated 2 U.S.C.
f S 434(a)(6) and 441b, provisions of the Federal Election

,NO Campign Act of 1971, as amended (the Act).
NO As you may be aware, on October 22, 1993, the D.C.

Circuit declared the Commission unconstitutional on
separation of powers grounds due to the presence of the Clerk
of the uose of Representatives and the Secretary of the
Senate or their designees as members of the Commission. FEC
v. .A Political Victory Fund, 6 F.3d 821 (D.C. Cir. 1993T-
cert. ranted. 114 X.Ct. 2703 (1994). Since the decision wasUr) fizid down, the Commission has taken several actions to
comply with the court's decision. While awaiting the Supreme
Court's consideration of the Commission's appeal, the
Commission, consistent with that opinion, has remedied any
possible constitutional defect identified by the Court of
Appeals by reconstituting itself as a six member body without
the Clerk of the House and the Secretary of the Senate or
their designees. In addition, the Commission has adopted
specific procedures for revoting or ratifying decisions
pertaining to open enforcement matters.

On September 13, 1994, the Commission ratified its
prior findings of reason to believe in this matter, and
found that there is probable cause to believe your clients,
the Friends of Bill Zeliff Committee and Robert D. Goodman,
as treasurer, violated 2 U.S.C. 5 441b and 2 U.S.C.
S 434(a)(6) of the Act. The Commission found that the
Committee and its treasurer violated 2 U.S.C. S 441b by
knowingly accepting loans made with funds obtained from the



Priends of Bill Seliff Committee
Page 2

Christmas Farm Inn, Inc., and by using other assets of theChristmas Farn inn, Inc., to support the 1990 campaign ofWilliam H. Zeliff for the United States House ofRepresentatives. The Commission also found the Committee andits treasurer violated 2 U.S.c. S 434(a)(6) by failing tofile 48 hour reports with regard to the loans made from funds
obtained from the Christmas Farm Inn, Inc.

The Commission has a duty to attempt to correct suchviolations for a period of 30 to 90 days by informal methods
of conference, conciliation, and persuasion, and by enteringinto a conciliation agreement with a respondent. If we areunable to reach an agreement during that period, theCommission may institute a civil suit in United States
District Court and seek payment of a civil penalty.

Enclosed is a conciliation agreement that theCommission has approved in settlement of this matter. If youagree with the provisions of the enclosed agreement, pleasesign and return it, along with the civil penalty, to theCM Commission within ten days. I will then recommend that the
Commission accept the agreement. Please make your check for

9.O the civil penalty payable to the Federal Election Commission.
10 If you have any questions or suggestions for changes

in the enclosed conciliation agreement, or if you wish toarrange a meeting in connection with a mutually satisfactory
conciliation agreement, please contact Maria C. Fernandez,
the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

Lawrence H. Noble
General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
* WASHINGTON. 0DC 20W6

September 23, 1994

Joseph r. Reef., Rsq.
sixon, Nall and mess
Attorneys at Law
So Merrimack Street
Nanchester, New Hampshire 03101

RE: MUR 3191

Dear Mr. Keefe:

This is in reference to the complaint you filed on
behalf of your Committee with the Federal Election Commission
on November 26, 1991. against William H. Zeltff, Jr., in his
individual capacity. Your complaint also named the Friends
of Bill Seliff Committee and its treasurer as respondents.

C1 This letter only addresses Hr. Zeliff individually.

Based on the complaint, the Commission found that
there was reason to believe that Kr. zeliff violated 2 U.S.C.

N I 441b, a provision of the Fedrel Election Ca tign Act of
to" 1971, as aaonded, and instituted an invostilation in the

matter. An investigation was initiated into matters raised
1%r by your complaint.

CAs you say be aware, on October 22, 193, the D.C.
Circuit declared the Commission unconstitutional on

to separation of powers grounds due to the presence of the Clerk

of the House of Representatives and the Secretary of the
Senate or their designees as members of the Commission. FEC

v. NMA Political Victory Fund, 6 F.3d 821 (D.C. Cir. 1993-,
ce t. granted. 114 S.Ct. 2703 (1994). Since the decision was
handed down, the Commission has taken several actions to
comply with the court's decision. while awaiting the Supreme
Court's consideration of the Commission's appeal, the
Commission, consistent with that opinion, has remedied any
possible constitutional defect identified by the Court of
Appeals by reconstituting itself as a six member body without
the Clerk of the House and the Secretary of the Senate or
their designees. In addition, the Commission has adopted
specific procedures for revoting or ratifying decisions
pertaining to open enforcement matters.

On September 13, 1994, the Commission ratified its
prior findings of reason to believe in this matter as to Mr.
Zeliff and the other respondents.



Joseph F. go*f.
Page 2

After the investigation was conducted and the GeneralCounsel's and the respondent's briefs were considered, onSeptember 13, 1994, the Commission considered whether thereis probable cause to believe that William H. Zeliff violated2 U.S.C. 441b by consenting to and knowingly acceptingcontributions from the Christmas Farm Inn, Inc. There was aninsufficient number of votes for a finding of probable causeto believe that Mr. Zeliff violated the aforementionedsection of the Act. The Statement of Reasons explaining theCommission's action will be forthcoming.

The file in this matter has been closed as it pertainsto Mr. Zeliff only. This matter will become part of thepublic record within 30 days after it has been closed withrespect to all other respondents involved. The mattersInvolving the other respondents still remain under theenforcement authority of the Commission. The Commissionreminds you that the confidentiality provisions of 2 U.S.C.9 4379(a)(12)(A) remain in effect until the entire matter is
closed.

wThe Federal Election Campaign Act of 1971, as amended,
0allows a complainant to seek judicial review of theCommission's dismissal of this action as against Mr. Zeliff.
14) See 2 U.S.C. 5 4379(a)(8).

10If you have any questions, please contact Maria C.Fernandez, the attorney assigned to this matter, at (202)
219-3690.

Sincerely,

Lawrence H. Noble
General Counsel



531011 TE FEDERAL ELECTION CONMIISSION

in the fatter of )
Christmas Farm Inn, Inc., and ) UR 3191
Friends of Bill Seliff )

GENERAL COUNSEL'S REPORT

OOS.L

te1 s

mu
I. BACKGOUND

Attached is a conciliation agreement, signed by Jan W.

saran, counsel of record for Respondents, the Christmas Farm Inn,

Inc., and Friends of Bill Zeliff, and submitted on behalf of his

clients. The agreement that was signed is identical to the

agreement that was forwarded to Respondents.

In light of these

considerations and Respondents' willingness to accept the



-2-

430#0000 civil penalty approved by the Comission, tkis Office

recoMmends that the Comwission accept the signed conciliation

agreeent and close the file in this Natter.

I I. RBcORImnAsTa0zo

1. Accept the attached conciliation agreement with
Christmas Farn Inn, Inc., and Friends of sill Zeliff.

2. Close the file.

3. Approve the appropriate letters.

Lawrence f. nobleJ' General Counsel

____ ____ ____ ___BY:

o ate General Counsel

'0 Attaclments

Conciliation Areemint

Staff Assigned: Karia C. Fernandez



PORI Till rDIE A ILLCOt COl llNR ON

In the Matter of )
Christmas tarm Znn, Inc.; ) IM 3191Friends of Bill zeliff. )

CRTI FCATION

1, Marjorie w. Emmons, Secretary of the Federal 8lection
Commission, do hereby certify that on June 20, 1995, the
Commission decided by a vote of 5-0 to take the following
actions in Ma 3191:

1. Accept the conciliation agreement withChristmas Farm Inn, Inc., and Friends ofBill leliff, as recommended in the GeneralCounsels Report dated June 15, 1995.

V 2. Close the file.

3. Approve the appropriate letters, asrecommended in the General Couusels leport
dated June 15, 1995.

Commissioners Aikens, Elliott, McDonald, Ncoarry, and
Thomas voted affirmatively for the decision. Commissioner
Potter recused himself from this matter an5 did not cast a

vote.

Attest:

Date 
V. Emmons

r of the Commission

Received in the Secretariat: Thurs., June 15, 1995 9:15 am.Circulated to the Commission: Thurs., June 15, 1995 11:00 am.Deadline for vote: Tues., June 20, 1995 4:00 p.m.



FEDERAL ELECTION COMMISSION

June 26. 1995

Mr. Jan Witold Baran, Esquire
Wiley, Rein and Fielding
1776 K. Street, N.W.
Washington, D.C. 20006

RE: MUR 3191, Christmas Farm Inn, Inc.
and the Friends of Bill Zeliff
Committee

Dear Mr. Baran:

Please forward to your client, Congressman Zeliff, the

enclosed letter which informs him that the above-captioned

matter has been closed and that the confidentiality provision

at 2 U.S.C. S 437g(a)(12) no longer apply.

I enjoyed meeting with you and working together in the

resolution of this case. If you have any questions, please

contact me at (202) 219-3400.

Sincerely,

Maria C. an ez
Enforceme Attorne

Enclosure

N ESTERDAN TODAY AKE D TOKL( RO%%
DEDWArED TO KEP4G THE Pt OLK. N'FORMED



VFEDERAL ELECTION COMMISSION

June 26, 1995

The Honorable William H. Zeliff, Jr.
1210 Longworth Building
House Office Building
Washington, D.C 20515

RE: MUR 3191

Dear Representative Zeliff:

This is to advise you that this matter is now closed.
The confidentiality provisions at 2 U.S.C. 5 437g(a)(12) no
longer apply and this matter is now public. In addition,
although the complete file must be placed on the public
record within 30 days, this could occur at any time following
certification of the Commission's vote. If you wish to
submit any factual or legal materials to appear on the public
record, please do so as soon as possible. While the file may
be placed on the public record before receiving your
additional materials, any permissible submissions will be
added to the public record upon receipt.

If you have any questions, please contact your
attorney directly.-

cy rely,

Maria C. F nandez
Enforceme Attorne

Celebrtwiing the CoxnmSsion - .0th 4nnersarn

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PILBLIC INFORMED



FEDERAL ELECTION COMMISSION

June 26v 1995

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Joseph F. Keefe, Esquire
Nixon, Hall and Hess
Attorneys at Law
80 Merrimack Street
Manchester, New Hampshire 03101

CRE: MUR 3191

Dear Mr. Keefe:

UThis is in reference to the complaint you filed with

4the Federal Election Commission on November 26, 1991,
concerning the Friends of bill Zeliff Committee and the

NO Christmas Farm Inn, Inc.

0After conducting an investigation in this matter, the

Commission found that there was probable cause to believe
that the Friends of bill Zeliff Coittee violated

N2 U.S.C. S 441b and 2 U.S.C. 5 434(a)6 and that the
Christmas Farm Inn. Inc., violated 2 U.S.C. S 441b,

Cprovisions of the Federal Election Campaign Act of 1971, as
aftendtd. On June 20, 1995, a conciliation agreement signed

"by the respondents was accepted by the Commission, thereby

concluding the matter. Accordingly, the Commission closed
the file in this matter on the same. A copy of this
agreement is enclosed for your information.

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

Spiffrely,

Maria C. ernand 4

EnclsureEnforce ,t Attor

Conciliation Agreement

Celebrxttot the Co'im..-*on s 2Orh 4nnerwrv

YESTERDAN TODAY AND TOMORROA
DEDICATED TO KEEP*NG THE PUBLIC INFORMED



FEDERAL ELECTION COMMISSION

June 26, 1995

Mr. Jan Witold Baran, Esquire
Wiley, Rein and Fielding
1776 K. Street, N.W.
Washington, D.C. 20006

RE: MUR 3191, Christmas Farm Inn, Inc.
and the Friends of Bill Zeliff
Committee

0
Dear Mr. Baran:

On June 20, 1995, the Federal Election Commission
accepted the signed conciliation agreement submitted on
behalf of your clients, the Friends of Bill Zeliff committee
and the Christmas Farm Inn, Inc. The conciliation agreement

aO is in settlement of violations of 2 U.S.C. S 441b and
2 U.S.C. 5 434(a)(6) by the Friends of Bill Zeliff committee

**O and a violation of 2 U.S.C. S 441b by the Christmas Farm Inn,
Inc., provisions of the Federal Election Campaign Act of
1971, as amended (the Act). Accordingly, the file has been
closed in this matter.

C, The confidentiality provisions at 2 U.S.C.
S 437g(a)(12) no longer apply and this matter is now public.

Ln In addition, although the complete file must be placed on the
public record within 30 days, this could occur at any time
following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on
the public record, please do so as soon as possible. While
the file may be placed on the public record before receiving
your additional materials, any permissible submissions will
be added to the public record upon receipt.

Information derived in connection with any
conciliation attempt will not become public without the
written consent of the respondent and the Commission. See
2 U.S.C. 5 437g(a)(4)(B). The enclosed conciliation
agreement, however, will become a part of the public record.

Celebratini e COtm ,r -,n T 201h . nnI --.jrA

'YESTERDAY. TODA0 AND TOW.AR )%
DECATED TO KEEPING THE PCiBLIC INFORMED



Rto Jan Witold saran., Esq.
MR 3669
Pas 2

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. Please note that the
civil penalty is due within 30 days of the conciliation
agreement's effective date. If you have any questions,
please contact me at (202) 219-3400.

Sincerely,

Maria C. Fer de
EnforcemenAttorne "

Enclosure
Conciliation Agreement

'0

'0

~V)



BRFORR TUE FEDERAL ELECTION COMMISSION

In the Matter of )

)
ChtistUas Farm Inn, Inc., and ) UR 3191
Friends of Bill Z*liff)

CONCI LIATION AafURENMM

This matter was initiated by a signed, sworn, and notarized

complaint by the Keefe for Congress 1990 Committee. An

investigation was conducted, and the Federal Election Commission

(the Commission) found probable cause to believe that the Friends

Iof Bill Zeliff and Robert D. Goodman as its treasurer (the

qCommittee) violated 2 U.S.C. 5 441b and 2 U.S.C. 5 434(a)(6), and
that the Christmas Farm Inn, Inc. (the Inn) violated 2 U.S.C.

04
S 441b. The Committee and the Inn are the Respondents.

11 NOW, TUERZFOR8, the Commission and Respondents, having duly

nentered into conciliation pursuant to 2 U.S.C. S 437g(a)(4)(A)(i),

1;r do hereby agree as follows:

C 1. The Commission has jurisdiction over Respondents and the

subject matter of this proceeding.

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. The Friends of Bill Zeliff (the Committee) is a

political committee within the meaning of 2 U.S.C. S 431(4). This

committee was the authorized committee of William H. Zeliff, Jr.



-2-

during his 1989-90 campaign for the United states gouse of

Representatives.

2. James T. Spinnler is the treasurer of the Friendsgof

Bill Zeliff committee.

3. Christmas Farm Inn (the Inn) is a business entity
incorporated in the State of Now Hampshire.

4. During 1989 and 1990, William H. Zeliff, Jr., was the
president of the Inn and Chairman of its Board of Directors as
well as a director and principal stockholder and a candidate for
the United States House of Representatives from Now Hampshire.

5. Prior to its incorporation, Christmas Farm Inn and
all of its assets were owned as proprietorship by fr. Zeliff and
his wife, Sydna. Christmas Farm Inn is now a Chapter S

corporation.

6. 2 U.S.C. 5 441b(a) prohibits a political committee
from knowingly accepting contributions from any corporation in
connection with an election to federal office.

7. 2 U.S.C. 5 441b(a) prohibits any corporation whatever
from making a contribution in connection with an election to

federal office.

8. 2 U.S.C. 5 441b(b)(2) defines "contribution" to
include "any direct or indirect payment, distribution, loan,

advance, deposit or gift of money . . . or anything of value . . .

in connection with any election" to federal office.

9. 11 C.F.R. S 114.9(a)(1) provides that stockholders

and employees of a corporation may make *occasional, isolated, or
incidental use* of that corporation's facilities "for individual



volunteer activity in connection with a Federal election" and
reimbursement must be made to the corporation to the extent that

the operating costs or overhead of the corporation are increased.

Pursuant to 11 C.F.R. S 114.9(a)(2), if stockholders or employees

make more than occasional, isolated or incidental use of corporate

facilities, reimbursement must be made to the corporation "within

a commercially reasonable time for the normal and usual charge

. . for the use of such facilities.*

10. 11 C.F.R. 5 114.9(d) permits persons, including

political committees, who are not stockholders or employees to use

corporate facilities such as telephones, typewriters or furniture

in connection with a federal election, as long as the corporation

is reimbursed for the use of these facilities "within a reasonable

time" for "the normal and usual rental charge . . . for the use of

the facilities."

11. 11 C.F.R. S 114.9(e)(2) requires that a candidate,

candidate's agent, or other person traveling on behalf of a

candidate who uses a means of transportation, other than an

airplane, owned or leased by a corporation must reimburse the

corporation for such use "within a commercially reasonable time

S.. at the normal and usual rental charge."

12. 11 C.F.R. S 116.3 and former 11 C.F.R. 5 114.10

permit corporations to extend credit to political committees, but

only if the credit is extended in the ordinary course of the

corporation's own business and provided that the terms of the

extension are substantially similar to those granted nonpolitical

debtors.
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13. 11 C.F.R. 1 110.10 defines a candidate's personal

funds as any assets which, under applicable state law, at the time

he or she became a candidate, the candidate had legal right of

access to or control over, and with respect to which the candidate

had either legal and rightful title, or an equitable interest.

14. 2 U.S.C. 5 434(a)(6)(A) requires principal campaign

committees of federal candidates for the U.S. House of

Representatives to notify in writing the Clerk of the House or the

Commission, as appropriate, and the Secretary of State, of each

contribution totaling $1,000.00 or more received by any authorized

committee of the candidate after the 20th day, but more than

48 hours before, any election.

15. William H. Zeliff, Jr. made $216,000.00 in loans to

the Friends of Bill Zeliff in 1989 and 1990. Of this amount,

$209,000.00 was obtained by Mr. Zeliff from draws against the

Inn's corporate funds.

16. The Inn recorded the $209,000.00 in draws as loans

to fr. Zeliff. Mr. Zeliff make a payment of $10,000.00 to the Inn

on Hay 12, 1991, and paid the remaining balance owed on the loans

on April 29, 1994.

17. Of the $209,000.00 in loans, the Committee has

repaid $143,000.00 to Mr. Zeliff. The Committee made the first

payment to Mr. Zeliff on February 20, 1990, and the most recent

payment was made on November 20, 1994.

18. Between July 28, 1989 and December 17, 1990, the

Inn billed the Committee for a total of $35,094.40 in goods and

services which had been supplied by, or paid for by, the Inn.
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19. Pursuant to 11 C.F.R. 1 114.9(a)(2) and 11 C..R.
S 114.9(d), the Inn must be reimbursed within a commercially

reasonable time for the use of its telephone and telefax machines
if the use was not occasional, isolated or incidental. Mr. 20lff
and the Committee reimbursed the Inn for a total of $5,557.66 in
telephone and telefax charges. Mr. zeliff reimbursed the Inn for

$1,795.42, and the Committee repaid the remaining $3,762.24.

20. It is the Commission's finding that the commercially

reasonable time for payment of telephone and telefax bills is

thirty days. Of the $1,795.42 reimbursed by Mr. Zeliff, $1,236.78
was paid more than thirty days after the charges were billed to

the Committee. The payment of $3,762.46 by the Committee was made

more than thirty days after the charges were billed by the

Inn.

21. Pursuant to 11 C.F.R. 5 114.9(a)(2) and 11 C.F.R.

S 114.9(d), the Inn must be reimbursed within a commercially

reasonable time at the normal and usual rental charge for the use

of its copier if the use is not occasional, isolated or

incidental. Mr. zeliff reimbursed the Inn for two charges of

$50.00 and $397.00 for use of the Corporation's copier. The

payment of $397.00 did not represent a normal and usual charge for

the services received. Evidence developed during the

investigation reveals that the normal and usual charge is $334.85.

22. It is the Commission's finding that the commercially

reasonable time for payment of copying bills is thirty days. The

two payments made for the use of the copier were made more than

thirty days after the charges were billed by the Inn.



23. Pursuant to 11 C.r.U. 1 114.9(o)(2), 
the inn must be

reimbursed within a commercially 
reasonable time for the costs of

the use of the Inns vehicles. 
Mr. zeliff and the Committee

reimbursed the Inn for the use 
of the Inn's vehicles in the amount

of $16,034.24.

24. It is the Commission's finding that 
the commercially

reasonable time for payment of 
bills for rental of vehicles is

usually a maximum of thirty days. 
Of the $16,034.24 reimbursed 

to

the Inn by Mr. Zeliff and 
the Committee for use of the

Inn's vehicles, at least $11,751.97 
was paid more than thirty 

days

after the charges were 
billed by the Inn.

25. The Committee made 
payment to the Inn 

for the

04 undifferentiated charge 
of $350.00 for 'copies, 

faxes, phone

N0 calls, postage, stationery, and 
supplies." It is the Commissiont's

NO finding that reimbursement for these 
items was not made within a

commercially reasonable time.

Qr 26. Mr. Zeliff and the Committee made at 
least $2,607.02

in reimbursements to the Inn 
for payments made by the Inn 

to third

party vendors on behalf of 
the Committee. The Commission's

finding is that these charges 
did not involve the use of 

the Inn's

own facilities, nor did the 
Inn pay these types of charges 

for its

customers in the ordinary 
course of business pursuant 

to 11 C.F.R.

5 116.3 and 11 C.F.R. S 114.10. 
Thus, the Commission considers

these charges as corporate 
advances made on behalf of 

the

Committee.

27. The Committee made $5,865.30 
in reimbursements to

the Inn for payments of secretaries' 
salaries. The Commission's
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finding is that the use of the paid services of a secretary is not

included within the use of corporate facilities by a stockholder

permitted by 11 C.F.R. S 114.9(a). The Commissionts finding is

that the Inn did not extend credit for, or provide, secretarial

services to its customers in the ordinary course of buainess

pursuant to 11 C.F.R. S 116.3 and former 11 C.F.R. S 114.10.

Thus, the Commission considers these charges as corporate advances

made on behalf of the Committee.

28. Pursuant to 11 C.F.R. 5 116.3 and former 11 C.i.R.

5 114.10, the Inn, as a vendor of food and beverages, could extend

credit for such goods and services to the Committee provided that

such extension was on terms substantially similar to those

extended to nonpolitical debtors. Mr. Zeliff and the Committee

made $4,169.85 in reimbursements to the Inn for the costs of food

and beverages. The Commission's finding is that the Inn generally

required payment from its nonpolitical debtors in thirty days. Of

the $4,169.8S reimbursed to the Inn by Mr. Zeliff and the

Committee, at least $3,422.44 was paid more than thirty days after

the charges were billed by the Inn.

29. As a result of the above transactions, it is the

Commission's finding that the Committee accepted the following

corporate advances for the Inn:

Telephone, telefax - $ 4,999.02
Copying - 384.85
Undifferentiated payment - 350.00
Vehicles - 11,751.97
Third-party vendors - 2,607.02
Secretarial services - 5,865.30
Food and beverages - 3,422.44

Total - $29o380.82



30. Respondents failed to file 48 hour reports with
regard to two loans totaling $97,000.00 received from the
Candidate, but the Committee reported the loans on its October IS,
1990, Quarterly Report which covered the period the period August
23, 1990 through September 30, 1990. These loans included one in
the amount of $40,000.00 received on August 28, 1990, and a second
in the amount of $57,000.00 received on September 4, 1990.

V. The Committee accepted $209,000.00 in loans and
$29,380.82 in advances from the Inn in violation of 2 U.S.C.

S 441b.

VI. Respondents failed to file two 48 hour reports, in
CM violation of 2 U.S.C. S 434(a)(6).
,N VII. The Committee and Christmas Farm Inn have consistently
NO asserted that no violation of law has occurred because: (i)
1Congressman Zeliff equitably owned, had a legal right of access

to, and controlled all Inn assets used by the Committee and use of
L") the assets was permissible as personal funds pursuant to 11 C.F.R.
0S 110.10; (i) had the Committee used the assets of a

Proprietorship, which the Inn was prior to its incorporation, the
assets would have been personal funds of Congressman Zeliff under
Commission regulations and his decision to incorporate the Inn for
liability purposes did not alter his rights to uses the same
assets; (iii) the Inn invoiced the Committee for the fair market
value of every use of its facilities and the Committee fully
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reimbursed the Inn in a commercially reasonable time; and (iv)
neither the Federal Election Campaign Act of 1971, as amended, nor
Commission regulations contain a *thirty-day* rule" for

reimbursements.

VIII. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of Thirty Thousand Dollars

($30,000.00), pursuant to 2 U.S.C. 5 437g(a)(5)(A).

IX. The Commission, on request of anyone filing a complaint

under 2 U.S.C. 5 4379(a)(1) concerning the matters at issue herein

or on its own motion, may review compliance with this agreement.

If the Commission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action for

relief in the United States District Court for the District of

Columbia.

X. This agreement shall become effective as of the date
that all parties hereto have executed same and the Commission has

approved the entire agreement.

XI. Respondents shall have no more than thirty (30) days

from the date this agreement becomes effective to comply with and

implement the requirements contained in this agreement and to so

notify the Commission.

XI. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and no

other statement, promise, or agreement, either written or oral,
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made by either party or by agents of either party, that is not
contained in this written agreeuent shall be enforceable.

FOR THg COMISSION:

Lawrence N. Noble
General Counsel

BY:

Associate neral Counsel

FOR THR RRSPONDENT:

/

/Jim WIXOM Br
(CV 6-" a"4nadfWilley, i &el i eJdug

1776 r Street N.V.'is40~s D.C. 20006
,0 (2) 429-00

Att, erus for 6br-ata rm
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1a11 Zeliff

Date '

Da t
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Commissioners
Staff Director Surina
General Counsel Noble
Assistant General Counsel Convery
Press Officer Harris

Marjorie W. Emmons/Bonnie J. Ross4
Secretary of the Commission

September 13, 1995

Statement of Reasons for MUR 3191

Attached is a copy of the Statement of Reasons in MUR

3191 signed by Commissioners Aikens and Elliott. This was

received in the Commission Secretary's Office on Wednesday,

September 13, 1995 at 2:43 p.m.

Attachment

TO:

FROM:

DATE:

SUBJECT:



FEDERAL ELECTION COMMISSION

BEFORE THE FEDERAL ELECTIONS COMMISSION

In the Matter of
MUR 3191

Christmas Farm Inn, Inc.

Friends of Bill Zeliff

STATEMENT OF REASONS

Commissioner Joan D. Aikens
Commissioner Lee Ann Elliott

On September 13, 1994, the Commission declined by a
vote of 3-2 to find probable cause to believe that William
H. Zeliff, Jr., violated 2 U.S.C. S 441b, by consenting to
and knowingly accepting contributions from Christmas Farm
Inn, Inc. On that same date the Commission approved
probable cause to believe findings against the Friends of
Bill Zeliff Committee and Robert D. Goodman, as treasurer,
and against the Christmas Farm Inn, Inc., for violating
2 U.S.C. S 441b.

By way of background, the General Counsel's report
dated August 19,1994, provides:

the Christmas Farm Inn, Inc. is a New Hampshire
corporation composed of three local businesses:
Christmas Farm Inn, a country inn; Yesterday's
Restaurant, which is located at the Inn; and the
Jackson Corner Store, located in the vicinity of
the Inn. Mr. Zeliff and his wife incorporated
their businesses in 1977, and in so doing,
transferred their personal interest in the
Christmas Farm Inn, the restaurant, the store
and in all the furnishings and equipment to the
newly created corporation known as Christmas
Farm Inn, Inc. According to information
provided by Kenneth Kaslow, bookkeeper for the
Corporation, from January 1989 through the 1990
election timeframe, Mr. Zeliff and his wife,
Sydna T. Zeliff, were the only shareholders,
directors and officers of the Corporation. The
Corporation elected Chapter S tax status
pursuant to the Internal Revenue Code. 26
U.S.C. §§ 1361-1379.
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Commissioners Aikens and Elliott

against Christmas Farm Inn, Inc. for making the
contributions would produce an inequitable result. Mr.

Zeliff, in his capacity as sole shareholderiL of Christmas
Farm Inn, Inc., would suffer the civil penalty imposed
against Christmas Farm Inn, Inc. for making contributions
to himself. Mr. Zeliff, in his capacity as candidate,
would also suffer a civil penalty for accepting a
contribution from himself.

In order to prevent such a result, we declined to

find probable cause to believe that Mr. Zeliff consented
to and knowingly accepted contributions from Christmas
Farm Inn, Inc.

Joan D. Aikens
q - 1 2 - 9 .m _

Date

Date

2L Mr. Zeliff is presumed to be sole shareholder
because under the Internal Revenue Code, husbands and
wives are treated as one shareholder. See n. 1.

WR

:14-tr% 
LIN

Ell!ott
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Staff Director Surina
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Press Officer Harris

Marjorie W. Emmons/Bonnie J. Ross
Secretary of the Comwission

September 13, 1995

Statement of Reasons for MUR 3191

Attached is a copy of the Statement of Reasons in NUR

3191 signed by Commissioners Aikens and Elliott. This was

received in the Commission Secretary's Office on Wednesday,

September 13, 1995 at 2:43 p.m.

Attachment



FEDERAL ELECTION COMMISSION

BEFORE THE FEDERAL ELECTIONS COMMISSION

In the Matter of
MUR 3191

Christmas Farm Inn, Inc.

Friends of Bill Zeliff

STATEMENT OF REASONS

Commissioner Joan D. Aikens
Commissioner Lee Ann Elliott

On September 13, 1994, the Commission declined by a
vote of 3-2 to find probable cause to believe that William
H. Zeliff, Jr., violated 2 U.S.C. S 441b, by consenting to
and knowingly accepting contributions from Christmas Farm
Inn, Inc. On that same date the Commission approved
probable cause to believe findings against the Friends of
Bill Zeliff Committee and Robert D. Goodman, as treasurer,
and against the Christmas Farm Inn, Inc., for violating
2 U.S.C. S 441b.

By way of background, the General Counsel's report
dated August 19,1994, provides:

the Christmas Farm Inn, Inc. is a New Hampshire
corporation composed of three local businesses:
Christmas Farm Inn, a country inn; Yesterday's
Restaurant, which is located at the Inn; and the
Jackson Corner Store, located in the vicinity of
the Inn. Mr. Zeliff and his wife incorporated
their businesses in 1977, and in so doing,
transferred their personal interest in the
Christmas Farm Inn, the restaurant, the store
and in all the furnishings and equipment to the
newly created corporation known as Christmas
Farm Inn, Inc. According to information
provided by Kenneth Kaslow, bookkeeper for the
Corporation, from January 1989 through the 1990
election timeframe, Mr. Zeliff and his wife,
Sydna T. Zeliff, were the only shareholders,
directors and officers of the Corporation. The
Corporation elected Chapter S tax status
pursuant to the Internal Revenue Code. 26
U.S.C. §§ 1361-1379.
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Disclosure reports filed with the Commission indicate
that Mr. Zeliff made loans totaling $216,000.00 to the
Friends of Bill Zeliff Committee during the 1989-1990
election cycle. According to the information provided in
response to the complaint, $209,000.00 of the $216,000.00
consisted of funds from the Inn's corporate account.

In determining appropriate civil penalties in this
matter, we note that S Corporationsl/ enjoy the pass
through of income provisions of the Internal Revenue Code.
"This means that S corporations do not recognize income on
a distribution of money to a stockholder or partner." Ld.
at p. 517. As a prerequisite to such nonrecognition
treatment, the transferor or transferors of property to an
S corporation must be in "control" of the corporation.
"Control is defined as the ownership of at least 80% of
the total combined voting power of stock in the
corporaticn and at least 80 of the total non-voting
shares." Id. at p. 496. Additionally, the requirement
that S corporations have no more than one class of stock
"is designed to insure that each shareholder of an S
corporation has the same proportionate interest in each
item of income, loss, deduction and credit." Id. at p.
491.

Because of these provisions, which are unique to
subchapter S corporations, the assessment of a civil
penalty against Mr. Zeliff for consenting to and knowingly
accepting contributions from Christmas Farm Inn, Inc. and

liThe Report notes that:

A corporation will be treated as an S corporation
only if the corporation qualifies as a "small
business corporation" and makes a timely election
to be so treated. A small business corporation is
any domestic corporation that has 35 or fewer
shareholders (treating a husband and wife as one
shareholder), that has as a shareholder a person
who is an individual or a qualified estate or
trust, that has outstanding only one class of
stock, that does not have a nonresident alien as a
shareholder, and that is not an ineligible
corporation. Corporations ineligible to be S
corporations are those that are members of an
affiliated group, banks and saving and loan
associations, insurance companies, possessions
corporations, DISCs and former DISCs, and RICs,
REITs, and REMICs.

"Report on the Comparison of S Corporations and
Partnerships Part I," The Tax Lawyer, Vol. 44, No. 2,
Winter 1991, p. 490 (footnotes omitted).
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against Christmas Farm Inn, Inc. for making the
contributions would produce an inequitable result. Mr.
Zeliff, in his capacity as sole shareholderiL of Christmas
Farm Inn, Inc., would suffer the civil penalty imposed
against Christmas Farm Inn, Inc. for making contributions
to himself. Mr. Zeliff, in his capacity as candidate,
would also suffer a civil penalty for accepting a
contribution from himself.

In order to prevent such a result, we declined to
find probable cause to believe that Mr. Zeliff consented
to and knowingly accepted contributions from Christmas
Farm Inn, Inc.

11X5 CkJ UQ~ I

Joan D. Aikens
q-12°q 9

Date

Date

V/ Mr. Zeliff is presumed to be sole shareholder
because under the Internal Revenue Code, husbands and
wives are treated as one shareholder. See n. I.
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* FEDERAL ELECTION COMMISSION

WASH (J70 . D( -! 464Sep 
tem ber 29,, 1995

Mr. Jan Witold saran* Esquire
Wiley, Rein and Fielding
1776 K. Street, N.W.
Washington, D.C. 20006

RE: MUR 3191, William H. Zeliff

Dear Mr. Baran:

Enclosed please find a Statement of Reasons from Vice
chairman Lee Ann Elliott and Commissioner Joan D. Aikens
explaining their vote. This document will be placed on the
public record as part of the file of MUR 3191.

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

-Sincerely,*

enclosure
Statement of Reasons

Maria e'Y;/ernandez
Enforcement to y

Ti r ~ i l F()~~



FEDERAL ELECTION COMMISSION
WNHN(O D C 24bl

September 29, 1995

CERTIFIED MAIL
IRETURN RECEIPT REQUESTED

Mr. Joseph F. Keefe, Esquire
Nixon, Hall and Hess
Attorneys at Law
80 Merrimack Street
Manchester, New Hampshire 03101

RE: MUR 3191

Dear Mr. Keefe:

By letter dated September 23. 1994, the Office of the
General Counsel informed you of the determination made with
respect to the complaint filed by you as it pertained to
william H. zeliff. in that letter, you were informed that
the matter had gone before the Commission but there was an
insufficient number of votes for a finding of probable cause
to believe that Mr. Zeliff violated the 2 U.S.C. 5 441b by
consenting to and knowingly accepting contributions from the
Christmas Farm Inn, Inc. You were also informed in that
letter that a Statement of Reasons explaining the
Commission's action would follow when the entire matter
closed.

Enclosed please find a Statement of Reasons from Vice
Chairman Lee Ann Elliott and Commissioner Joan D. Aikens
explaining their vote. This document will be placed on the
public record as part of the file of MUR 3191.

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

Sincerely,

Ma ria C. T* rna n de z

EnclosureEnforcement Attorne ,

Statement of Reasons

Tfl;P S'A AfORMH)


