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September 17, 1991 ~

CERTIIEDIRETURN R EE, -

Mr. Lawrence M. Noble ..
General Counsel .- <
Federal Election Commission
999 E Street, NW 9
Washington, D.C. 20463

Dear Mr. Noble:

0 Discussions among local political activists and recent press reports here and in
O% Washington, D.C. indicate that Paul Coverdell may have raised substantial sums of money

for an intended U.S. Senate race against Wyche Fowler, [D-Gal.

NrUpon information and belief, the Coverdeli campaign has no formal organization,
as of the date of this writing, and has not filed a Declaration of Candidacy or other
committee organization papers with the Federal Election Commission.

CN
Mr. Coverdell is the current Director of the U.S. Peace Corps, and is on the Federal

payroll. While he continues to serve, he cannot, and should not, be raising substantial funds
for an intended political campaign in Georgia. Federal law also requires the filing of a
Declaration of Candidacy when an individual decides to run and raises or spends more than
Five Thousand Dollars ($5,000.00), or raises amounts that would reasonably exceed "testing
the waters" needs.

Bob Barr is the only announced and filed candidate in this race to date. Georgians
for Bob Barr - U.S. Senate was organized in March, 1991 in comnpliance with all applicable
statutes.

TOUGH ENOUGH TO MAKE A DIFFERENCE

Two PARKWAY CENTER * 1800 PARKWAY PLACE * SUITE 730 9 MARIETTA, GEORGa 30067
(404) 426-5667 * FAcsIm (404) 426-1809

Paid for by Georgians for Bob Barr -US. Senate
David E. Sahl, Campaign Directmr
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Mr. Lawrence M. Noble
September 17, 1991
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We respectfully call for a full and complete investigation of these statements, and
ask that you contact us back with your decision and course of action.

Thanking you very much, I am,

Very truly yours,

Campaign Director

Sworn to and subscribed before me
this 17th day of September, 1991.

Notary Publi 'V A 31,19

DES*-j
cc: Bob Barr

James D. HoPn. Jr. - General Counsel
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Strange la
What a wondrous thing, is the

law, especially in the hands of
skilled practitioners.

Supreme Court Justice
e T. Smith and Court of Ap-

peals Judge Harold Banke, twoju-
rists who refuse to ride off into
the sunset, have battled in court
with Gov. ZeN Miler and the state
retirement system over the law
that forces them to retire at age
75 or forfeit their pensions.

FRIENDLY FIRE- But now two
plaintiffs, Bil Hemdon and Harold
HM (not Judge Hill), have
brought suit in federal court
against the two judges and the
state, seeking to block Smith's
and Banke's retirement. Their
argument, basically, is that the
law forcing their retirement is
one that affects elective office,
but it wasn't cleared by the Jus-
tice Department under the terms
of the 1965 Voting Rights Act.

We make no claims to legal
expertise, but it's pretty certain
this case is what you'd call a
friendly suit.

Never mind that everyone in-
volved in this case is a gray-
haired white man, or that Miller
said he vetoed two laws that
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Sgc [or keepmg old white judges
time a BIacks and Republcans
uib nthe thre judges. each other openly in Mi.,

WA_ C N= aceCr ass andthey anabotto do
Tom Baftr D# P fcwd Senate t in Alabama.

Buan e! hwm aidealoweddn or will S UN 'I ?.
I etin Adaft Saturdy to irn ee e midnight nlnftp~u

- ou detail o his PMtlrWry be a blacks and Republi

would have allowed Smith a seh ould be an- c d te hwo groups von
Banke to stay on past 75 ou e nsear Feone -the sttthae ite 86.7 s
he wanted to encourage ra al GOP' gnerl counel, has
and sexual diversity on the rt. agene aOb or all the cs on what
The law is the law, and it's ere m iii. W For als the Dm c s oR wt
for those who know how to it. raised S1OI0,ft aft hahk. the cnrsinlpaThe opposing sides - if yo mentofbran hr t O ORMW planca uea er ik ta i acseFue by the Geneal ,Asmblcanuseaterm i ke thatnacase me ede nA Of isn't so bad fo Republican.like this- met Wednesday in an redistrict- Where they may got take toJudge Robert Vinings ourt, and lg, b we Wt attbeend of the cleaners wa in the sta •an air of camaraderie prevailed, the special sesm, but cold,. de House and Senae plans, which !Vining scheduled a hearing on a pendIg on the Justift Dept- in terms of grasroots pastymotion to dismiss the suit for meat, be ris lo: is a far more desotatMonday morning. One of the cestuts about i sag blow.

Smith turns 75 Oct 15. Banke Ais thfat i n12 metro counties whr
has already reached the magi decadeblakck M got better thn 5-5age, but the state has agreed not wite fnd mmon pe"at of the oft in the l1W6
to fill his seat until Oct. IS also. VOnd and unte to spuee ot Sent race the GOP appeas to

If Vining refuses to dism is n ite D m ort have caw t tO nw tothe suit Monday, the case would f th N a sH ego before a three-judge federal et1 __ . IN I U- NU and sik Hwme ma v ft
gonel bforat hpejd f r tiowde redistcting sti this it had a "hot at thre times tatpanel. If that happens, i ispossi. yea my be that this uncmmon nmber. You can't blame thaten.ble Smith could serve past his coalltion doesnt seem to bI com- tirely on the brilliance of Dm-birthday simply because of the ing together anywhere. cratic line drawers.
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m Gov. ZeU Miller and Sen. Sam Nunn will host acampaign id-raiser hr SeL Wyeb. Fowler on Nov.2 with the Wl afraising another $1 million hr
Fowlhs romlect effirt Beas. Majority LeaderGoeg Miteil, D-M., will be an hand to praisFo*ler. If the effrt is succesgsfilFewler will have
abat i an ad compMd with slightly mthan $100,000 for his main tephIiMn competitor,
forsmer P"ea Corps Director Pad Caverdel

N ArchitetVeveloper John Posman's deal with
his lenders have given new if& to his company and newenerv for Portman who has put aside talk of retire.
ment. When the recession bottoms out, Portman plans
to be a major player again. The unsung hero of the
Portman rescue is Sam Wiliamms, executive vice
president of the Portman Companies He spent a year
oftough neotiations with as many as 50 different
lenders to keep Portman!* fm afioat.

* 'Based on the now reapso Ment plan,SBuddy Darden may be the bet cnreman Ala-bma has ever had" Sfcrtr Watat S M Cleland0% Jokedasweekatadinner hon ngDarden who
seemed to apre. But 7th Dkfick Rep. George W.4 Dhdy Darden may have wept over his new distrit
lines wthat cause. It is safer hr his re-election thanhis current 7th district. A Democratic analyst says 44

K PmenF of the voters are "automatic Democrts, theyllvote for a Democrat no matter whose in the race.O Darden has only 38 percent 'automatic Democrats' in
his present dut-rict.

I Believe state Sen. Gene Walker, D-DeKalb,
Q when he says he is not interested in running for

Congress from the new I1th district. Walker's ambitiono is to become president of Georgia State University.
O Former state Sen. Gary Parker, formerly of Colum-

bus now of South DeKalb, is probably the leading
contender for the new black congressional seat. PS:State officials expect to have in hand by the end ofNovember the Justice Department's review of the
Georgia congressional reapportionment plan.

* In a survey of governors, USA Today ranks Gov.Pete Wilson of California and Gov. Ann Richards of
Texas as the top performers But one of the
newspaper's judges, Political Hotline editor Robert
Balkin, says Georgia Gov. Zell Miller hasn't captured
national attention, but at home "he may be the most
succesfd of alL"

a Historicl oddity: On June 4, 1980, RogerFriedman, an attorney for convicted killer Jack
Potts, petitioned the Public Service Commission tostop the execution of Potts because no official tariff hadbeen obtained hr the electric chair. Then PSC chair-

man Bobby Pafford dismissed the plea, saying it had
not been filed on time. But Potts still lives.

U Former President Jimmy Carter is showing up
at the White Floe so umach these days that some
insiders speculate President Bush may offer him a job.
Carter visited with the president in the company of
former Japanese President Yasuhro Na so to
discuss ways to improve relations between the U.S.
and Japan. But Bush and Carter talked mostly about
the Middle East and the collapse of cmmunism in the
Soviet Union.

* It was deja vu - sort of-. when former guberna.
torial aide Tom Perdue resigned under fire as head of
the Southern Bank Group. It was Just five years ago
that Perdue was forced out u top assistant to gov. Joe
Frank Harris in the wake of a State Patrol scandal.
Problem loans and conmn ofbankin regulators ar
said to be the root causes of P'rdues latest exist
Insider say his tenure as a hanker was marked by the
same kind of political intrigues that marked Perdue's
stormy reign in the governo oace.

m Two filen candidates hr governor ar all but
certain to be bck in the t next year. Forme
state Rep. Johnny IsakeiotbRpblcnadi
dte, will be running hr theitate senate in a district
tailored hor him by his old schid chum, Lt. Gov.
Pin"hr ar And frme stat Rep. Boy Bawn,
who ran third in the Democratic primary, ought to
have an easy time winning election to the House in a
new south Cobb district.

TV ad-gouging claims
spread to California

Mw Geoa-based war between the television industry
and poltidans spread to Cara last week when Gov.
Pete Wdson, P aid L Gov. Leo cCarty, D, sued 22
stationsfhr alleged advertising oecags i =16
electon campags .e I"gsi h

The assauit on the TV stations began in Georgia late laut
year when 18 Olitial candidates, miding Gov. Zell
Miller, filed e c daim ainst TV stations

Gordon Gift, an Atlanta arney and a big gun in
Democratic party cires, and (Cip Nielsen, a leading GOP
lawyer, are representin Wilson and McCarthy. The
elected offlicals are seeking an unspecifed amount of
damagesand atorneyfees.

Axongthe defn t: stations owned by CBS, NBC
and ABC. Also named as a defendant is Atlantabased Cox
Bea , which owns IKIVU in San Frandac Coz
aoi s eected to be named in FVC c ts andor
lawan tobe filed inGeori andFlorida. 0

p~e4



FEDERAL ELECTION COMMISSION

WASWNCTON. 0 C 2W*3

September 24, 1991

David E. Stahl
1800 Parkvay Place

Jil Mrietta, GA 30067

RE: HUR 3425

Dear Mr. Stahl:

Tis letter acknovledges receipt on September 23, 
1991o of

your complaint alleging possible violations of the 
Federal

Election Campaign Act of 1971,-as amendbd ("the Act'), by Paul

D. Coverdell. The respondents will be notified of this

complaint vithin five days.

You vill be notified as soon as the Federal Election

Commission takes final action on your complaint. Should you

receive any additional Information in this 
matter, please

forvard it to the Office of the General Counsel. 
Such

information must be swor to in the same manner as the original

complaint. We have numbered this matter IUR 3425. 
Please refer

to this number in all future correspondence. For your

information, we have attached a brief description 
of the

Commission's procedures for handling complaints.

If you have any questions, please contact Retha 
Dixon,

Docket Chief, at (202) 219-3410.

Sincerely,

Lawrence H. Noble
General Counsel

BY: Lois G. Lerner
Associate General ounsel

Enclosure
Procedures



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

September 24, 1991

Paul D. Coverdell
3 Washington Circle* N.W.
Washington, D.C. 20037

RE: UR 3425

Dear Mr. Coverdell:

The Federal Election Commission received a complaint vbich

alleges that you may have violated the Federal Election 
C&gpig n

Act of 1971, as amended ("the Act"). A copy of the complaint Is

enclosed. We have numbered this matter MUR 3425. 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 which you

believe are relevant to the Commission's analysis of this

matter. Where appropriate, statements should be submitted under

oath. Your response, which should be addressed to the GeNeral

Counsel's Office, must be submitted within 15 days of receipt of

this letter. If no response Is received within 15 days, the

Commission may take further action based on the available

information.

This matter will remain confidential in accordance with

2 U.S.C. § 437g(a)(4)(B) and § 437g(a)(12)(A) unless you notify

the Commission in writing that you wish the matter to be made

public. 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 Nelen Kim, thestaff member assigned to this matter, at (202) 219-3690. Foryour information, Ve have attached a brief description of theCommission's procedures for handling complaints.

Sincerely,

Lavrence M. Noble
General Counsel

BY: Lots G. Lerner e*"*-W --
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement
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PAUL D. COVERDELL 91 OCT -4~ PM 2:-04
2622 Piedmont Road, N.E.
Atlanta, Georgia 30324

(404) 262-9100

October 2, 1991 .04 -,1Im

The Federal Election Commission
Washington,. D.C. 20463

Attention: Ms. Lois G. LernerI
Associate General Counsel

Dear Ms. Lerner:

I am in receipt of your letter of September 24, a copy of
which is attached. My resignation as the Director of the
United States Peace Corps was effective September 30. 1
returned to Atlanta October 1st. As one might expect, my
concluding days of service with the Peace Corps and the moving
and transfer arrangements from my apartment in Washington and
my personal effects and papers from the Director's Office of
the Peace Corps were rather all consuming. Consequently, mail
that was delivered to my Washington apartment in those last few
days was gathered up and brought to Atlanta to read.

As of this writing, I am not in a position to fully
respond to your inquiry. I am confident that there is nothing
that I have said or done prior to writing this letter that
would lead anyone to the conclusion that I am now a candidate
for the U.S. Senate. I have not raised nor spent any funds for
such an activity.

I do know that an exploratory committee has been formed
with a view towards exploring what would need to be done if I
do become a candidate for the U.S. Senate. The group calls
itself the Breakfast Club Explorers. From time to time one or
more of the members of that exploratory committee have told me
of some of the things that they have undertaken to do, and some
of the information they have been able to gather. I am not
fully aware of all of their activities, but I will be meeting
with several members of the exploratory group very shortly to
review their activities.



1 do not know to what extent the Breakfast Club Explorers
has raised and spent money. I have been informed that they
have raised some money and have spent some money in their
exploratory efforts. I understand one of their efforts was to
obtain pledges from people who have been supportive of my prior
Political activities, which pledges were conditional upon my
becoming a candidate. I do not know the extent of such
pledges, but hope to receive that information before the week
is out.

The complaint which you forwarded to me is apparently
based on two newspaper articles but neither article quotes any
individual or official source for their reports.

Let me assure you that I will cooperate with the
Commnission and your staff. I will ask our long time family
attorney, S. Jarvin Levison of the Atlanta firm of Arnall
Golden & Gregory to contact you. I have completed your form
Statement of Designation Of Counsel which I am enclosing in
this letter.

It is my preference that this matter remain confidential
in accordance with the Sections of United States Code cited in
your letter unless we come to a different conclusion at a later
date.

5th204
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m3425

KME co S. Jarvin Levison

AD~hmhS, Arnall Golden & Gregory

55 Park Place, Suite 400

Atlanta, Georgia

(404) 527-4602

The above-named individual is hereby designated as my

counsel and is authorized to receive any notitfications and other

communications from the Commission and to act on my behalf before

the Commission.

Date

RESPIODIT I S M:

I DIESS:

Hon Pao= 3

BUSXi ENMs

Paul D. Coverdell

2622 Piedmont Road, N.E.

Atlanta, Georgia 30324

(404) 233-3667

(404) 262-9100

0
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RENED
F.E.C.

SIECRETA IAT
FEDERAL ELECTION COM 4ION

999 E Street, Nr EC27 PM 1:00
Washington, D.C. 20463

COMPLAINANT:

RESPONDENTS:

MUR 3425
DATE COMPLAINT RECEIVED
BY OGC: 9-23-91
DATE OF NOTIFICATION TO
RESPONDENTS: 9-24-91
STAFF MEMBER: Helen J. Kim

David E. Stahl
Campaign Director
Georgians for Bob Barr-
U.S. Senate

Paul D. Coverdell
Coverdell Senate Committee and
Marvin Smith, as treasurer

Breakfast Club Explorers
and its treasurer

RELEVANT STATUTES: 2 U.S.C.
2 U.S.C.
2 U.S.C.
2 U.S.C.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.
11 C.F.R.

431(2)
432(e) (1)
432(f)(2)
433(a)

100. 3(a)
100.7(b)(1)
100.8(b)(1)
102 .1(a)
102.1(b)

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

Public Record

None

I. GENERATION OF RATTER

This matter arose from a complaint submitted to the

Commission on September 23, 1991, by David E. Stahl, Campaign

Director of Georgians for Bob Barr - U.S. Senate. The complaint

alleges that Paul D. Coverdell, former Peace Corps Director,

FIRST GENERAL COUNL' S REPORT SOEW

0
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violated provisions of the Federal Election Campaign Act of

1971, as amended ("the Act"), for failing to register as a

candidate and designate a principal campaign committee.

The complaint was forwarded to Mr. Coverdell and

circulated to the Commission on September 24, 1991. On

October 7, 1991, Mr. Coverdell filed a Statement of Candidacy

designating a principal campaign committee and one other

authorized committee. The principal campaign committee, the

Coverdell Senate Committee, filed a Statement of Organization

on October 23, 1991. To date, a Statement of Organization has

not been filed for the other authorized committee, the Breakfast

Club axplorers.

11. FACTUAL AN LGAL AMLYSIS

0 A. Statutory and Regulatory Provisions

M The Act defines a "candidate" as an individual who seeks

0 nomination for election, or election, to federal office.

V2 U.S.C. 5 431(2). An individual becomes a candidate when she,
0 or another person on her behalf, has received contributions or

made expenditures in excess of $5,000. 2 U.s.c. s 431(2) and

11 C.F.R. S 100.3(a). There is however, an exception to this

threshold for amounts spent while an individual is "testing the

waters" for candidacy. Under the Commission's regulations, the

terms "contribution" and "expenditure" do not include funds

received or payments made solely to determine whether an

individual should become a candidate. 11 C.F.R.

SS 100.7(b)(1)(i) and 100.8(b)(1)(i). Once the individual

becomes a candidate, all contributions and expenditures made
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within the "testing the waters" period must be reported with the

first report filed by the principal campaign committee.

11 C.V.R. 11 100.7(b)(1)(i) and 100.8(b)(1)(i). only funds

permitted by the Act may be used for "testing the waters."

The purpose of this exception is to provide individuals an

opportunity to evaluate the viability of becoming a candidate.

An activity Is permissible under the exception if it is

undertaken solely to determine whether one should become a

candidate and cannot be for activities designed to affirm a

private decision to become a candidate. See, e.g., Advisory
V Opinion 1985-40. Examples of permissible "testing the waters"

Vr activity are polling, telephone calls, and travel. See

11 C.F.R. 91 100.7(b)(1)(1) and 100.8(b)(1)(i).C4

C) Thus, this exception does not apply to campaign activities

indicating that an individual has decided to become a candidate

o for federal office. 11 C.F.R. 55 100.7(b)(1)(ii) and

lO0.8(b)(1)(ii). According to the regulations, raising funds in

excess of what could reasonably be expected to be used for

"testing the waters" or undertaking activities designed to amass

campaign funds that would be spent after becoming a candidate,

can be construed as activities that indicate an individual has

decided to become a candidate. 11 C.F.R. SS 100.7(b)(1)(ii)(B)

and 100.8(b)(1)(ii)(B).

If the "testing the waters" exception does not apply and

the individual meets the threshold for candidacy, he must

designate a principal campaign committee within fifteen days by

filing with the appropriate office, either a Statement of



Candidacy or a letter containing the same information.1

2 U.s.C. 1 432(e)(1); 11 C.F.R. S 101.1(a) and 102.12. The

principal campaign committee must file a Statement of

Organization within ten days after being designated by the

candidate. 2 U.S.C. I 433(a); 11 C.F.R. S 102.1(a).

A candidate may also designate other authorized committees

to receive contributions or make expenditures on his or her

behalf, by filing a written designation with the candidate's

principal campaign committee. 11 C.F.R. 55 101.1(b) and

102.13(a)(1). All such committees must file a Statement of

Organization within ten days after designation. 2 U.S.C.

I 433(a). Under the Act, the authorized committee must file its
ON

Statement of Organization with the principal campaign commitee.
4

2 U.s.C. S 432(f)(1) and 11 C.F.R. S 102.1(b). The principal

campaign committee must, in turn, file the candidate's

o designation and the authorized committee's Statement of

Organization with the appropriate office. 2 U.S.C. S 432(f) and

11 C.F.R. S 102.1(a).
5. Analysis

The complaint alleges that according to press reports in

early September, the $100,000 raised on Paul Coverdell's behalf

exceeds what would be reasonably necessary for "testing the

waters" activities. The complaint is based on two newspaper

articles submitted with the complaint. The articles report that

1. The letter must list the individual's name and address,
party affiliation and office sought, the District and State in
which federal office is sought, and the name and address of his
principal campaign committee.
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at least $100,000 has been raised on Paul Coverdell's behalf for

the U.S. Senate race. See Atlanta Journal and Constitution#

Sept. 12, 1991, p. D-2; Bill Shipp's Georgia, Sept. 16, 1991,

p. 4.

Mr. Coverdell responded to the complaint by letter dated

October 2, 1991. In it, he denies raising or spending funds for

any activity that would lead anyone to the conclusion that he

was a candidate for the U.S. Senate. While respondent

acknowledges the existence of an exploratory committee known as

the Breakfast Club Ixplorers, he claims that he was not fully

aware of all of its activities nor was he aware of the full

extent of the committee's fundraising or spending activity. He

did, however, identify the committee's efforts to obtain pledges

conditional upon his candidacy. Moreover, respondent does not

dispute the $100,000 figure directly, but notes that neither

newspaper article mentions an individual or official source for

the amount.

The issue presented by this case is whether raising

$100,000 is raising more than what is reasonably necessary to

fund exploratory activities or is an indication that respondent

is amassing campaign funds. Raising an excessive amount of

funds or amassing funds would indicate that Mr. Coverdell

decided to become a candidate for U.S. Senate. Deciding to

become a candidate would remove Mr. Coverdell from the safe

harbors of the "testing the waters" exception and thus, trigger

the reporting and registration requirements of the Act.

In one previous matter in which the Commission considered



the issue of raising excessive exploratory funds, the Commission

rejected the General Counsells, recommendation to find reason to

believe that Judge Harvey Sloane had violated 2 U.S.C. 5 432(e).

In that matter, MUR 2710, the respondent had established an

exploratory committee to determine his potential as a candidate

in a Senate race. The exploratory committee, which had

voluntarily registered with the Commission, reported

approximately $212,000 in receipts and $26,000 in disbursements

On its Kid Year Report. The complaint argued, among other

things, that by amassing campaign funds or raising funds in

excess of what could be reasonably necessary for exploratory

activities respondent had exceeded the scope of the "testing the

N waters' exception.

0 The General Counsel inferred that the funds raised were in

0,6 excess of what could be reasonably necessary for exploratory

o efforts from evidence that respondent had made no disbursements

during a period in which there was a substantial amount of

receipts. Furthermore, this Office argued that turning funds

over to the respondent's principal campaign committee suggests

that the exploratory committee amassed funds to be used in the

campaign.

In rejecting this Office's recommendation, the Commission

concluded that by itself, evidence of funds received but not

expended, or that the committee turned over funds to the

principal campaign committee, does not necessarily impute

candidacy. Statement of Reasons, p. 2. The Commission

determined that the significance of such factual elements would
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depend on other or subsequent activity of the potential

candidate. For example, a decision not to become a candidate,

the making of more exploratory expenditures, or a declaration of

candidacy within a reasonable time after substantial

fundraising, mitigates the significance of receiving but not

spending funds. See id. The Commission noted that "evidence of

continuing and sustained fundraising activity would serve to

support the inference of *amassing' funds." Id. at 3. The

Commission also took note of the fact that Sloane's committee

had voluntarily disclosed its financial activity.2  Id.
0 The present matter is distinguishable from the Sloane MUR

in that Mr. Coverdell's exploratory committee has not yet
01

disclosed its financial activity for the period before

0 Mr. Coverdell filed his Statement of Candidacy.
3 In the

O% Sloane MUR, by disclosing its financial activity, Judge Sloane's

o committee had provided the Commission with information regarding

qT the amount and date of receipts and disbursements, and the date

and nature of the exploratory activities conducted by the
C4

committee.

2. By voluntarily disclosing its financial activity, Judge
Sloane's exploratory committee had at least complied with the
spirit of the Act's disclosure provisions.

3. Under the Act, once an individual becomes a candidate, all
financial activity conducted during the "testing the waters"
period must be disclosed along with the principal campaign
committee's first disclosure report. In a non-election year, the
Act requires political committees to file reports biannually.
2 U.S.C. 5 434(a)(2)(B). Thus, Mr. Coverdell's designated
principal campaign committee is not obligated to file a disclosure
report until January 31, 1992, covering the period beginning July
1 and ending December 31 of 1991.



--

In the present matter, the only evidence at hand is that

$100,000 may have been raised on Mr. Coverdell's behalf, but

very little may have been spent on exploratory activities. The

only identified exploratory activity undertaken by the Breakfast

Club Uxplorers is obtaining pledges from potential supporters.

It seems unlikely that such activity would involve expending a

great deal of money, much less $100,000. It is possible that

funds were expended for other "testing the waters" activities,

but the respondent has not identified any such activities.

There remain a number of questions concerning the nature of

activities undertaken by fr. Coverdell and his exploratory

comittee, the exact amount raised, who raised the funds, when

the funds were received, and how much was spent on "testing the

waters" activities. Mr. Coverdell's response, however, failed

to provide information regarding these questions.

The lack of information as to when funds were received and

for how long funds were being raised makes it difficult to

analyze the few available facts. In the Sloane Statement of

Reasons, the Commission stated that the significance of

receiving funds with little or no expenditures depends on other

subsequent activity conducted by the individual. As noted

above, evidence of continuing or sustained fundraising without

exploratory expenditures would indicate that an individual was

amassing campaign funds. Thus, in the present case, information

as to when funds were received on Mr. Coverdell's behalf and the

length of the period in which fundraising activities took place

may determine whether Mr. Coverdell, or someone on his behalf,
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was raising funds in excess of what would be reasonably

necessary for exploratory activities or was amassing campaign

funds.

In sum, all of the above mentioned questions merit further

investigation because the answers will be crucial in determining

whether Mr. Coverdell, or someone on his behalf, was raising

funds in excess of what would be reasonably necessary for

"testing the waters" or was amassing campaign funds. If such is

the case, then Mr. Coverdell became a candidate for purposes of

the reporting and registration requirements of the Act and was

C4 obligated to designate a principal campaign committee within
Ln fifteen days. Therefore, this Office recommends that the

Commission find reason to believe Paul D. Coverdell violated
C4

O 2 U.S.C. S 432(e)(1) for failing to designate a principal

0. campaign committee within fifteen days of becoming a candidate.

O There also appears to be a facial violation of the Act's

registration requirements. As noted above, on October 7, 1991,

Mr. Coverdell designated the Coverdell Senate Committee (the

"Committee") as his principal campaign committee and the

Breakfast Club Explorers ("BCE") as an authorized committee.

Under the Act, both of these committees are obligated to file a

Statement of Organization within ten days of designation. The

Committee filed its Statement of Organization on October 23,

1991, sixteen days after designation, but it did not include the

Statement of Organization for BCE as required by 2 U.S.C.

I 432(f). Thus, the Committee may have violated 2 U.S.C.

I 433(a), for failing to file a Statement of Organization within
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ten days of designation, and 2 U.S.C. 5 432(f), for failing to

file the registration documents of the authorized committee.

Furthermore, there remains the question of whether BCE has filed

a Statement of Organization in a timely manner or at all. The

fact that the Committee has not filed BCE's registration

documents raises the inference that BCE has not filed a

Statement of Organization with the Committee as required by

the Act. Thus, the Breakfast Club Explorers may have violated

2 U.S.C. S 433(a) for failing to file a Statement of

Organization. Because the complaint did not name the two

committees and their treasurers and did not allege any violation

of 2 U.S.C. 11 432(f) and 433(a) this finding is treated as

internally generated.

III. RECOMMENDATIONS

1. Find reason to believe that Paul D. Coverdell
violated 2 U.S.C. 5 432(e)(1).

2. Find reason to believe that Coverdell Senate Committee
and Marvin Smith, as treasurer, violated 2 U.S.C.
55 432(f) and 433(a).

3. Find reason to believe that the Breakfast Club
Explorers and its treasurer, violated 2 U.S.C.
S 433(a).

4. Approve the appropriate letters and the attached
Factual and Legal Analyses. I

I
Date

I
wr ce 7M Nob 6O'

e General Counsel

Attachments
Complaint
Response to Complaint
Registration Documents
Statement of Reasons in MUR 2710
Factual and Legal Analyses (3)

O4

0

0

04

C)
C)4
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MEOPANDUM

TO:

FROM:

DATE:

SUIJCT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/BONNIE J. FAION*
COMMISSION SECRETARY

JANUARY 2, 1992

MUR 3425 - FIRST GENERAL COUNSEL'S REPORT
DATED DECEMBER 17, 1991.

The above-captioned document was circulated to the

Commission on Friday, December 27, 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

Commissioner Thomas

xxx

xxx

This matter will be placed on the meeting agenda

for Tuesday, January 7, 1992

Please notify us who will represent your Division before the

Coumission on this matter.

0%

C4

0

0

0'4
C



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Paul D. Coverdell;
Coverdell Senate Committee andMarvin Smith, as treasurer.

MUR 3425

CERTI FI CATION

I, MarJorie W. Emons, recording secretary for the
Federal Election Commission executive session on
January 14, 1992, do hereby certify that the Commission
decided by a vote of 6-0 to delay consideration of
MUR 3425 until such time as the respondent Cosmitteets
year-end report has been filed with the Commission.

Commissioners Aikens, Elliott, McDonald, McGarry,
Potter, and Thomas voted affirmatively for the decision.

Attest:

Date
retary of the Commission

W)

to
04

0

0
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BZIFORE THE FEDERAL ELECTION COMMISSION
In the Hatter of )

MU 3425
Paul D. Coverdell )
Coverdell for Senate and )
Marvin Smith, as treasurer )
Breakfast Club Explorers and )
its treasurer )

OENAL COUNSL' S REPORT

I. BACEMUND

On January 14, 1992, the Commission determined to delay

consideration of this matter until such time as when the

tn respondent committee files its Year End Report. As detailed in
0% the First General Counsel's Report, dated December 27, 1991, this

C4 matter involves the issue of whether raising $100,000 indicated
0 that Paul D. Coverdell became a candidate before he filed his

0160 Statement of Candidacy. In that report, this Office recommended

a reason to believe finding against Paul D. Coverdell for failing
to designate a principal campaign committee within fifteen days of

C4 becoming a candidate. That recommendation was based on the need
0% for further inquiry to fully analyze the matter under Commission

reasoning in its Statement of Reasons in MUR 2710 (In re Judge

Harvey Sloane). See First General Counsel's Report at 5-9.

Ii. ANALYSIS

The Coverdell Senate Committee ("Committee") filed its Year

End Report on January 31, 1992 (Attachment 1). This Office's

analysis of the financial activity contained in the Committee's

report (Attachment 2) reveals that the Committee received a total
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amount of $50,305.00 for the period beginning March 4, 1991 (the

earliest receipt date) until October 7, 1991 (the date Paul

Coverdell filed his Statement of Candidacy after notification of

the complaint).1 This amount is much less than the $100,000 that
the complaint alleged was raised on Mr. Coverdellts behalf.

The analysis of the disclosure report also shows that the

Committee disbursed a total of $34,944.64 from May 9, 1991 (the

earliest disbursement date) to October 7, 1991. It appears that

each of these disbursements could have been made for testing the

waters activity.2 Thus, based on the Commission's analysis in the
U7 Sloane MYR Statement of Reasons, it does not appear that Mr.

04 Coverdell became a candidate for purposes of the Act before he

0D filed his Statement of Candidacy.

0 Aside from the findings against Mr. Coverdell, this Office

O recommended findings against the Committee for failing to file a

Statement of Organization for the other authorized committee (the

Breakfast Club Explorers). This Office also recommended findings
against the Breakfast Club Explorers for failing to file its

Statement of Organization with the principal campaign committee.

1. Each receipt and disbursement reported by the Committeeduring the "testing the waters" period was entered into the DECALCspreadsheet which totaled the amounts by month and for the entire
period.

2. The report stated that these disbursements were for"professional services" and "data entry." The stated purposes maynot meet the standards in the Commission's regulations, see2 U.S.C. I 434(b)(5)(A) and 11 C.F.R. S 104.3(b)(4)(i)(A), and theReports Analysis Division has sent a Request for Additional
Information to the Committee inquiring about this point.
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To date, a Statement of Organization has not been filed for the

Breakfast Club Explorers. Thus, the Committee may have violated

the Act's filing requirements and the Breakfast Club Explorers may

have violated the Act's registration requirements. It appears,

however, that all the financial activity for the period in

question has been disclosed in the principal campaign committee's

Year Bnd Report.

Therefore, this Office recommends that the Commission find

reason to believe the Coverdell Senate Committee and Narvin Smith,

as treasurer, violated 2 U.S.c. I 432(f), but take no further

action. Furthermore, this Office recommends that the Commission

find reason to believe the Breakfast Club Explorers and its

treasurer violated 2 U.S.C. S 433(a), but take no further action.

This Office intends to issue an admonishment letter to both the

Committee and the Breakfast Club Explorers instructing them that a

Statement of Organization must be filed for the Breakfast Club

Explorers.

I1. RECONRENDTIONS

1. Find no reason to believe that Paul D. Coverdell
violated 2 U.S.C. 5 432(2)(1).

2. Find reason to believe that the Coverdell Senate
Committee and Marvin Smith, as treasurer, violated
2 U.S.C. S 432(f), but take no further action.

3. Find reason to believe that the Breakfast Club Explorers
and its treasurer violated 2 U.S.C. S 433(a), but take
no further action.



-4-

4. Approve the appropriate letters.

5. Close the file.

General Counsel

Attachments
1. Committeevs Year Bnd Report
2. Spreadsheet Analysis

staff: Helen J. Kin

tn

0y%

0

0

0

C)

('

0%



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 3425

Paul D. Coverdellj )
Coverdell for Senate and )
Marvin Smith, as treasurer; )
Breakfast Club Explorers and )
its treasurer.

CERTIFICATION

0

*1O I, Marjorie W. Emmons recording secretary for the

01% Federal Election Commission executive session on April 7,

N4 1992, do hereby certify that the Commission took the

O following actions in MUR 3425:

0 1. Find no reason to believe that Paul D.
Coverdell violated 2 U.S.C. S 432(e)(1).

2. Find reason to believe that the
Coverdell Senate Committee and Marvin
Smith, as treasurer, violated 2 U.S.C.

O5 432(f), but take no further action.

3. Find reason to believe that the
Breakfast Club Explorers and its
treasurer violated 2 U.S.C. S 433(a),
but take no further action.

(continued)
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Certification for NUl 3425
April 7, 1992

4. Approve the appropriate letters as
recommended in the General Counsel's
report dated March 26, 1992.

5. Close the file.

Commissioners Aiken*, Elliott, McDonald, McGarry,

Potter, and Thomas voted affirmatively for the decision.

Attest:

retary of the Commission

7

I

a.

0

C>

0
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTXFIK. AIL April 24, 1992
3ZT=U3~IC21PT REOUSTED

David a. Stahl
Campaign Director
Georgians for Bob Barr --
U.S. Senate

1800 Parkway Place
Suite 730
Marietta, Georgia 30067

RE: MUR 3425
N Dear Mr. Stahl:

%10 On April 7, 1992, the Federal Election Commission reviewed0k the allegations of your complaint dated September 17, 1991, andfound that on the basis of the information provided in yourC4 complaint, and information provided by Paul D. Coverdell,.thereis no reason to believe Paul D. Coverdell violated 2 U.S.C.o 5 432(e)(1). Accordingly, on April 7, 1992, the Commission
closed the file in this matter.

0> Enclosed are copies of the General Counsel Reportscontaining recommendations for the Commission's consideration in114 this matter. Please note that the General Counsel's Reportdated March 26, 1992, is supplemental to the First GeneralC) Counsel's Report dated December 27, 1991, and containsrecommendations that supersede the ones contained in the latterC4 report.

The Federal Election Campaign Act of 1971, as amendedallows a complainant to seek judicial review of the Commission'sdismissal of this action. See 2 U.S.C. 5 437g(a)(8).

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G erner
Associate General Counsel

Enclosures
General Counsel's Reports



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

April 21, 1992

Marvin Smith, Treasurer
Coverdell Senate Committee
1730 N.E. Expressway
Atlanta, Georgia 30329

RE: MUR 3425
Coverdell Senate Committee
and Marvin Smith, as
treasurer

Dear Mr. Smith:

,0 On April 7, 1992, the Federal Election Commission found
reason to believe that the Coverdell Senate Committee
("Committee") and you, as treasurer, violated 2 U.S.C. I 432(f),

C4 a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). However, after considering the

O circumstances of this matter, the Commission also determined to
take no further action and closed its file.

0 Enclosed are copies of the General Counsel Reports
containing the Factual and Legal Analyses which formed a basis
for the Commission's determination in this matter. Please note
that the General Counsel's Report dated March 26, 1992, is
supplemental to the First General Counsel's Report dated
December 27, 1991, and contains an analysis and recommendations

C4 that supersede the ones contained in the earlier report.

0O% The Commission reminds you that the failure of a principal
campaign committee to file statements of another authorized
committee of a candidate appears to be a violation of 2 U.S.C.
S 432(f). You should take immediate steps to file statements
for all authorized committees of the candidate and to insure
that this activity does not occur in the future.

The file will be made part of the public record within 30days. Should you wish to submit any materials to appear on the
public record, please do so within ten days of your receipt of
this letter. Such materials should be sent to the Office of the
General Counsel.
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If you have any questions, please direct then toHelen J. Kis, the attorney assigned to this matter, at (202)219-3690.

Sincerely,

Joan D. Aikens
Chairman

Enclosures
General Counsel#s Reports

NO

C14
0

C



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

April 21, 1992

Breakfast Club Explorers
C/o S. Jarvin Levison
55 Park Place
Suite 400
Atlanta, Georgia 30335

RE: MUR 3425
Breakfast Club Explorers
and its treasurer

V)7 Dear Gentlemen:

%0 On April 7, 1992, the Federal Election Commission found
reason to believe-that the Breakfast Club Explorers
("Committee*) and its treasurer violated 2 U.S.C. S 433(a), a

C14 provision of the Federal Election Campaign Act of 1971, as
amended ('the Act"). However, after considering the

0 circumstances of this matter, the Commission also determined to
take no further action and closed its file.

o Enclosed are copies of the General Counsel Reportscontaining the Factual and Legal Analyses which formed a basis
for the Commission's determination in this matter. Please note
that the General Counsel's Report dated March 26, 1992, is
supplemental to the First General Counsel's Report dated
December 27, 1991, and contains an analysis and recommendations
that supersede the ones contained in the earlier report.

The Commission reminds you that the Committee's failure to
file a Statement of Organization within ten days of being
designated as an authorized committee appears to be a violation
of 2 U.S.C. S 433(a). You should take immediate steps to file a
Statement of Organization and to insure that this activity does
not occur in the future.

The file will be made part of the public record within 30
days. Should you wish to submit any materials to appear on the
public record, please do so within ten days of your receipt of
this letter. Such materials should be sent to the Office of the
General Counsel.
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If you have any questions, please direct then toHelen J. Kin, the attorney assigned to this natter, at (202)
219-3690.

Sincerely,

Joan D. Aikens
Chairman

Enclosures
General Counsel's Reports

00

q

C%



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. JS*3

April 24, 1992
S. Jarvin Levison
Arnall, Golden & Gregory
55 Park Place
Suite 400
Atlanta, Georgia 30335

RE: HUR 3425

Paul D. Coverdell

Dear Mr. Levison:

On September 24, 1991t the Federal Election Commission
notified your client, Paul D. Coverdell, of a complaint alleging
violations of certain sections of the Federal Election Campaign
Act of 1971, as amended.b

100 On April 7, 1992, the Commission found, on the basis of the
information in the complaint, and information provided by yout

0 client, that there is no reason to believe Paul D. Covordl 1
€N violated 2 U.S.C. S 432(e)(2). Accordingly, the Commission

closed its file in this matter.
C)

Enclosed are copies of the General Counsel Reports
containing the Factual and Legal Analyses which formed a basis

C) for the Commission's determination in this matter. Please note
.that the General Counsel's Report dated March 26, 1992, is
supplemental to the First General Counsel's Report dated
December 27, 1991, and contains an analysis and recommendations

Qthat supersede the ones contained in the latter report.

C41 This matter will become a part of the public record within
01- 30 days. 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.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosures
General Counsel's Reports
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JM LEVISONti I5AiM
SJITE 400

55 PARK PLACE

May 29, 1992

(404) 527-4602

The Federal Election Commission

Washington. D.C. 20463
Attn: Helen J. Kim
Office of the General Counsel

Re: MUR 3425 Breakfast Club Explorers V

Ni Dear Ms. Kin: 4
Request is made that this letter be made part of the

record with respect to the above matter. As I understand it.

the General Counsel's Report of March 26. 1992 recommended no

._ further action be taken although it also recommended that the

Commission could find reason to believe that the Coverdell

Senate Committee and Mr. Marvin Smith as Treasurer and the

Breakfast Club Explorers failed to comply with filing

requirements in that the Breakfast Club Explorers did not file

a Statement of Organization with the Coverdell Senate Committee

and the latter did not file a Statement of Organization for the

Breakfast Club Explorers.

N1 The failure of the Breakfast Club Explorers to file a

Statement of Organization with the Coverdell Senate Committee

was due to a misunderstanding on my part. As you recall, we

had one or more discussions with regard to the original

complaint that Mr. Coverdell became a candidate for the U.S.

Senate before he filed his Statement of Candidacy. During the

course of those conversations I came to the understanding that

the funds collected and disbursed by the Breakfast Club

Explorers were to be incorporated in the initial financial

filing of the Coverdell Senate Committee and that was all that

was necessary. A Statement of Organization on behalf of the

Breakfast Club Explorers has now been filed with the Coverdell

Senate Committee and it is my understanding that the Coverdell



The Federal Election Commission
May 29. 1992
Page 2

Senate Committee has filed an Amended Statement of Organization
identifying the Breakfast Club Explorers as an other authorized
committee. It would have been relatively simple to do the same
thing last October but that was not my understanding at that
time.

The Breakfast Club Explorers was an informal group of
friends of Paul Coverdell who wanted to encourage Mr. Coverdell
to leave government service and run for the U.S. Senate in
1992. It started with three or possibly four of his friends
having breakfast one morning and deciding they would undertake
to ascertain what might be required for Mr. Coverdell to
conduct a statewide campaign for the U.S. Senate as a
Republican. The group was never formally organized, had no
chairman, no secretary or treasurer, although it was determined
that we needed to raise some funds to properly explore what
would be needed to conduct a campaign. Consequently, one of
the individuals agreed to be responsible for maintaining a
checking account to receive funds from anyone who thought we

-- should explore the potential for Mr. Coverdell and disburse
funds to the extent we incurred any costs. After Mr. Coverdell
left government service and decided to seek the nomination as

-_ the Republican candidate for the U.S. Senate. there was no
reason for the Breakfast Club Explorers to exist. The funds
that were then on hand were turned over to the Coverdell Senate
Committee and the receipts and disbursements of the Breakfast
Club Explorers were included in the first report of the Senate
Coverdell Committee.

-) Sincell

S. J rvn Levison

SJL:jew
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