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RNPORTS ANALYSIS RlFRRRAL

TO

OFFICE OF GENERAL COUNSEL

DATE: June 3, 1991

ANALYST: Pat Sheppard

I. COMMITTEE: Lonsdale for Senate
(C00241034)
Shirley Richards, Treasurer
19695 Ridgewood Drive
Bend, OR 97701

I. RELEVANT STATUTE: 2 U.S.C. S441a(f)
2 U.S.C. S434(a)(6)
11 CYR S104.5(f)

111. BACKGROUND:

Receipt of Excessive Contributions
Failure to File Forty-Eight Hour Notifications

2he Lonsdale for Senate committee (Nth* Committee*) has
accepted during 1990 apparent excessive eontributions
totaling $50,915.98. The contributions being referred are
comprised of contributions designated for the 1990 Primary
Election in excess of the $1,000 election linit; and
contributions designated for the 1990 Primary Election,
received after the date of the election and apparently used
to pay outstanding debts incurred for the 1990 General
Election. These contributions were made by fifty-six' (56)
individuals and two (2) political committees. To date, the
Comittee has refunded $40 of the apparent excessive amount.

In addition, the Committee has failed to file the
required 48 Hour Notifications for three (3) contributions
totaling $62,000 received prior to the 1990 General Election.

Presented below is a summary of the apparent excessive
contributions received, the notices sent and the responses
received. For specific details, please refer to the attached
chart and its supporting documents. The chart is an
alphabetical listing of all apparent excessive contributions
received by the Committee.
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A. Possible Violations Discovered During Review

1. 1990 October Quarterly Report

Schedule C of the Committee's report discloses
$659,504.12 in outstanding loans designated for the 1990
General Election. Schedule A of the Committee's report
itemizes $12,680 in contributions designated for the 1990
Primary Election, received after that election. Schedule a
of the Committee's report itemizes expenditures totaling
$384,689.40 designated for the 1990 General Election. The
Committee's report failed to itemize any expenditures
designated for the primary; therefore, the Committee
apparently used the contributions designated for the 1990
Primary Election to pay outstanding debts for the 1990
General Election. Since several of these individuals had
already contributed to the 1990 General Election, the use of
these funds to pay the debts from the General Election
resulted in the receipt of apparent excessive contributions
totaling $10,710. These contributions were made by sixteen
(16) individuals.

2. 1990 12 Day Pre-General Report

Schedule C of the Committee's report discloses
$659,504.12 in outstanding loans designated for the 1990
General Election. Schedule A of the Committee's 1990 12 Day
Pre-General and Amended 12 Day Pre-General Reports itesives
$15,500 in contributions designated for the 1990 Primry
Election, received after that election. The Committee's
report itemsies expendtures totaling $147,950.64 designated
for the 1990 General Election. Schedule B of the Committee's
report failed to itemize any expenditures designated for the
primary; therefore, the Committee apparently used the
contributions designated for the 1990 Primary Election to pay
outstanding debts for the 1990 General Election. Since
several of these individuals had already contributed to the
1990 General Election, the use of these funds to pay the
debts from the General Election resulted in the receipt of
apparent excessive contributions totaling $15,200. These
contributions were made by seventeen (17) individuals.

A Request for Additional Information ("RFAI") was sent
to the Committee on December 11, 1990 referencing both the
1990 October Quarterly and 12 Day Pre-General Reports
(Attachment 2). The RFAI notes the Committee may have
received contributions designated for the 1990 Primary
Election which appeared to be in excess of the reported net
debts outstanding for that election. The RFAI requests that
the Committee refund or seek redesignation of all
contributions which exceed the net debts outstanding from the
primary election. In addition, the RFAI notes the
possibility of further action concerning the acceptance of
apparent excessive contributions.



A second Notice was sent to the comittee, on Janagar 301991 for failure to respond (Attachmat 3). , 1ue 'Comit0"'e,
January 17v 1991 responses changed sewral *lesiondesignations, thus decreasing the apparent excessive asnt.The responses failed to address the issue of contributions
received after the primary.

After telephone calls with the Committee (see
Attachments 8 and 13), on March 25, 1991, the Committee filed
an amended 1990 October Quarterly Report (Attachment 4). The
amended report discloses that the Committee had $6,438.17 inexpenditures that should have been designated for the 1990
Primary Election. This reduced the total apparent excessive
amount for the 1990 October Quarterly Report from $10,710 to
$4,451.83.

3. 1990 30 Day Post-General Report

Schedule C of the Committee's report discloses
$720,504.12 in outstanding loans designated for the 1990
General Election. Schedule A of the Committee's 1990 30 DayPost-General and Amended 30 Day Post General Reports itemizes
$31,112.50 in contributions designated for the 1990 Primary
Election, received after that election. The Committee's
report itemizes expeiaTiures totaling $392,050.27 designated
for the 1990 General Election. Schedule 8 of the Committees
report failed to itemise any expenditures desiglated for theprimary; therefore, the Committee apparently used the
contributions designated for the 1990 Primary slection to pay
outstanding debts for the 1990 General 14ctjou. Since
several of these individuals have already coatributed to the
1990 General election, the use of these fiads to pay the
debts from the General Election resulted in the receipt of
apparent excessive contributions totaling $29,S94.15. These
contributions were made by thirty-one (31) individuals and
two (2) qualified multicandidate committees.

The candidate was involved in the 1990 General Election
held on November 6, 1990. Prior Notice was sent to the
Committee on October 1, 1990 (Attachment 5). The Notice
includes a section titled "Last-Minute Contributions". This
section reads *Committees must also file special notices if
contributions of $1,000 or more are received during the
period of October 18 through November 3, 1990. The notices
must reach the appropriate Federal and State offices within
48 hours of the committee's receipt of the contributions."

Schedules A and C of the 1990 30 Day Post-General Report
indicate that the Committee failed to file three (3) 48-Hour
Notices for contributions/loans received during the
aforementioned period (Attachment 6). The following is a
list of the contributions/loans for which no 48-Hour Notices
were filed:
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Contributor Name Date Amount

Patricia Oainsforth 10/18/90 $ 1,000

Harry K. Lonsdale (Personal Loans) 10/18/90 $ 5,000
10/23/90 $56,000

An RFAI was sent to the Committee on January 8, 1991
(Attachment 7). The RFAI notes the Committee may have
received contributions designated for the 1990 Primary
Election which appeared to be in excess of the reported net
debts outstanding for that election. The RFAI requests that
the Committee refund or seek redesignation of all
contributions which exceed the net debts outstanding from the
primary election. In addition, the RFAI notes the
possibility of further action concerning the acceptance of
apparent excessive contributions.

The RFAI notes 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 states
that although the Commission may take legal steps, any
response would be taken into consideration.

On January 25, 1991, Mr. Gary K. Kahn (counsel for the
Comittee) called and spoke with a Reports Analysis Division
analyst (Attachment 8). Mr. Kahn wanted to know how to amend
the report to disclose that there was a need to take the
contributions designated for the Primary Election. The
analyst explained to him that he would have to show some
expenditures designated for the Primary Election. Mr. Kahn
said he was sure there were expenditures for radio or TV buys
that should have been designated for the Primary Election.

On January 28, 1991, the Committee filed an amended 1990
30 Day Post-General Report (Attachment 9). The Amendment
acknowledged the omission of several 48 Hour Notices and
provided the Commission with the required forms. On January
31, 1991, a Second Notice was sent to the Committee for
failure to respond (Attachment 10).

On February 19, 1991, the Committee responded by letter
(Attachment 11). In the letter, counsel for the Committee
stated that they were still checking their records and would
respond as soon as their investigation was complete. On
February 28, 1991, the Committee filed another letter
(Attachment 12). In the letter, the Committee stated that
they were still reviewing their records to determine the
correct attribution of primary and general expenses.



On Match 15 1991, Kris Rees called the aI"1,t
(Attachment 13). Ms. Rees stated that she would be auem i4
several reports to disclose that there wore additional
expenditures for the 1990 Primary Election. On March 2S,
1991, the Committee filed an amended 1990 October Quarterly
Report (Attachment 4) correcting several expenditures, and
amended 12 Day Pro-General and 30 Day Post-General Reports
which failed to address the issue.

The analyst had several conversations with the committee
during April and May (attachments 14, 15, 16 and 17). With
each conversation the analyst tried to provide the committee
with guidance in amending their reports.

B. Additional Possible Violations Discovered During The
Preparation of the Referral

A review of the reports filed by the Committee during
the preparation of this referral disclosed the receipt of an
additional $1,570 in apparent excessive contributions. These
contributions were from six (6) individuals. The chart below
lists the additional apparent excessive amounts discovered
for each report filed in 1987:

1990 October Quarterly Report $1,220

1990 12 Day Pre-General Report $ 25

1990 30 Day Post-General report $ 325

The Committee has not been notified of these apparent
excessive contributions. To date, the Committee has failed
to refund, redesignate or reattribute these apparent
excessive amounts.

IV. OTHER PENDING MATTERS INITIATED BY RAD:

None
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!REOKTNOIIC
FEDERAL ELECTION COMMISSION

CONGR8S1OmLZ CMSDt S October 19 1990

salimg riling
Report Reporting Period Date* Date
' Pro-General 10/01/90"*-10/17/90 10/22/90 10/25/90

Post-General 10/18/90 - 11/26/90 12/06/90 12/06/90,

WHO MUST 1ILS
All 1990 general election principal campaign comittees must file
the pro- and post-general election reports.

WHO 33D 30W FILz
Principal campaign committees of candidates not active in the 1990
elections (i.e., committees active in past o--uture elections)
and 1990 campaign committees not participating in the general
election do not file the pro- and post-general reports.

WEAT MUST St 31lCOOED
All financial activity (not previously reported) that occurred
during the reporting period.

-m&WAI IDm
Candidate committees use 7o13 3 (enclosed). If the campaign has
more than one authorized comittee, the principal campaign
committee must also file a consolidated report on 3 3Z.

=En13 To ILxE
Consult the instructions on the back of the rOM 3 Summary Page.
Note State filing requirements also.

LAST-ENIUT COnI3tOiUns
Committees must also file special notices if contributions of
$1,000 or nore are received during the period of October 16
through November 3, 1990. The notices most reach the appropriate
Federal and State offices vithin 48 hours of the comittees
receipt of the contributions.

*Reports sent by registered or certified mail must be postmarked
by the mailing date. Othervise, they must be received by the
tfiling date.
**The period begins vith the close of the last report filed by the

committee. If the committee has filed no previous reports, the
period begins vith the date of the conittee's first activity.



COG11SSIOML CAID'ATES GOERAL ELBCTIO

LABEL
Committees should affix the peel-off label from the envelope to
Line 1 of the report. Correction should be made on the label.

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

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

Att achetit
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FEDI RAL ELIC1ON COMMISSION W-
-A~oW%.lP DC IsbS

Shirley Richards. Treasurer
Lonsda1e for Senate
520 SW 10th
Portland. OR 9720S

Identification Wumbert C00241034

References 30 Day Post-General Report 110/1/90-11/26/90)

Dear ms. Richards$

This letter is prompted by the Comission's preliminry
review of the report(s) referesced abee. The r9eetv taised
questions concerning certain informtion estatoed I the
report(s). An itemisetioN f9llo012

Scedule A of yor report (portimst poetSes e t0e )
discloses a eontrlb;tiqsJ Wbics ears' tO *i the
limits set forth Is t et Act* " divt*( O
political Committee ote thenm a lified

451 multicendidate emattee met 1ake a toti ism to
a candidate for fedeeel omte ri eosase oef St, per
election. the term, .Oeateibutiee iLleeS aY if t.
subscription, loss. -d-A- , or depo.it of moy or
anything of value made by any person for the po se of

influencing any electiom for federal office. (2 6..C.
1441a(a) and f)s 11 CIS 110.14b). to) and 1k))

In adition, Schedule A of your report discloses an
additional $30&212.S# is contributions received after
the Kay 1S. 19o Primary which are designated for the
primary. These contributions my be accepted by you
only to the extent that you have outstanding debts
remaining from the primary. (11 Crt $ll0.1lb)43)(i)) A
contribution Is considered to be made when the
contributor relinquishes control over the contribution.
A contributor shall be considered to have relinquished
control over the contribution when it is delivered to
the candidate, when it is delivered to en outhorised
committee of the candidate, or to an agent of as
authorised committee of the candidate. A oe'tributio
that is mailed to any of the aforementioned recipients
will be considered to have been made on the date of the
postmark. tnvelopes should be retained for the
committees records. (11 CII 9110.1(5))
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if the contributions in question was incompletely or

incorrectly disclosed. you should amend your original

report with the clarifying information. If the

contributions you received exceeds the limits. YOU

should either refund or get the donor to redesi gnate

and/or reattribute the amount in excess of $1,000 in

writing. If the Primary contributions accepted by you

exceeds the amount of outstanding debt remaining from

the primary election, you should refund the or seek

redesignation of the contributions, in writing, from the
contributor.

All refunds, redesignations, and reattributions must be

node within sixty days of the treasurers receipt of 
the

contribution. Copies of refund checks and copies of

letters reattributing or redesignating the contributions

in question may be used to respond to this letter.

Refunds are reported on Line 20 of the Detailed Sunafy

page and on Schedule a of the report covering the pet n%

in which they are made. Nedesignations a"

reatttibutions are reported as memo entries on Schedie

A of the report covering the period in which the

authorisation for the redesignation and/or teattributiem

is received. 11 CPR 5104.6(d)(2)o (3) and (4))

Although the Commission may take further I*eIl steps.

prompt action by you to refund or seek rede$gnation 
of

the excessive amounts will be taken into consideatic.

-Line 11(e). Column I, of the Detailed summary 
page does

not equal the sum of Lines 11(a) through 11(d). Please

amend your report(s) to clarify this discrepancy. (11

CrU 104.3(a))

-All contributions reported by your committee 
as 40 hour

01 notices "last minute contributions" received from

October 16 through November 3, 1990 were required to be

reported on this report. Your committee filed several

46 hour notices disclosing 'last minute" contributions

that do not appear on a Schedule A of this reports Mel

Levine for Congress $1,000 - 10/29/90, Nancy Pelosi for

Congress $1,000 - 10/30/90 and Minnesota DrL Dollars for

Democrats S,000 - 11/1/90. Please amend your report to

include this contribution or provide an explanation of

this apparent discrepancy.

U Schedule A of your report indicates that your committee

* may have failed to file the required 46 hour notices

regarding 'last minute" for the folloving contributions

and loans received by your committee after the close of

J books for the 12 Day Pre-General report: Patricia

Sainsforth $1,000 -10,18/90, Thomas bristol $1,100 -&
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10/26/90g larry Lonsdale $SS000 - 10/18/90 and Narry
Lonsdale $S6,000 - 10/23/90. A principal campaign
committee must notify the Commission. in writing, within
48 hours of any contribution of $1,000 or mote received
between tvo and twenty days before an election. These
contributions are then reported on the next report
requited to be filed by the committee. To ensure that
the Commission is notified of lest minute contributions
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 Commission may take legal action,
anyresponse you wish to make concerning this matter
wi1 be taken into consideration-.--. (I CIR 5l04.5(f))

-You must provide the occupation and name ot employer
for each contributor required to be itemized on Schedule
A. Please amend your report by supplying the oritted
information.

With respect to the occupation and name of employer of
the contributor, your committee may demonstrate *best
efforts' to obtain the required information. This

o demonstration must describe your coreittee'e procedures
for requesting the information. Voi may also supply a
copy of the solicitation. Under 11 Cr8 5104.7(b). the
solicitation shall consist of a clear request for the
required information (i.e., name, mailing address@
occupation, and name of employer). The request should
also inform the contributor that the reporting of such

o Information is required by lay. See C eR
--10I(a)4)(1) and 11 CrR §104.7.

-On Schedule 8 of your report. you have itemized
disbursements for which you have failed to include the
complete address. Please amend your report to include
the missing information for each of these entries. (11
Cra 6104.3(b)(4))

-Commission Regulations define the term 'purpose' to

mean a brief statement or description of why a

disbursement was made. Examples ate 'dinner expense*,
'media' * salary'. 'polling'% travel', 'patty fees"
'phone banks', 'travel expenses'. 'travel expense

reimbursement' and 'catering costse. unacceptable
descriptions includes 'contract services', 'advance',
'election day expense'. -expense---oter expenses',

'expense reimbursement'. 'miscellaneous', *outside
sezvices°, "get-out-the-vote" and 'voter registration'.
(11 Cr 1104.3(b)(4)) Please amend Schedule 9 of your
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report to clarify the descriptions vhich do not 8eet tbe
requirements of the Regulations.

A written response or on amendment to your original report(s)

correcting the above problem(s) should be filed vith the fecrotory

of the Senate, 232 sert Senate Office Building. Waskbiton. DC

20S10 within fifteen (IS) days of the date of this letter. If you

need assistance please feel free to contact se on our toll-free

number, (B00) 424-9S30. Ry local number is (202) 376-2400.

Sincerely#

?at Sheppard
Senior Reports Analyst
Reports Analysis Division

pl

C
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MEMRAMUNl TO FILES: DATE: January 25, 1991
Xx Telecon

Visit

NAME OF THE COMMITTEE: Lonsdale for Senate (Oregon)

SUBJECT: Request for Additional Information

FEC REP: Pat Sheppard

COMMITTEE REP: Gary Kahn (503) 227-5144

Mr. Kahn called to ask how to amend certain areas questioned
in the letter. He stated that the Committee had in fact failed to
file several 48 Hour Notices. Mr. Kahn did state that oeo of the
contributions from Thomas Bristol for $1,100 was is tact two
separate contributions ($200 and $900) received on taesam. day.
I told Mr. Kahn that he should file a statemant to put on public
record as to why he had failed to file the reqwkred 40 sour
Notices.

Mr. Kahn asked how he was to respond to the qpO*Uom about
the contributions received designated for the priUaty eolection.
Mr. Kahn stated that the Committee bad enough ptrr:4@bts to
collect money for the primary after the primrr 414=ket . I told
him that as far as the report disclosed, there were no Oststanding
loans designated for the primary and that all disbursemets to pay
debts were designated for the general election. Z told Mr. Kahn
that I had questioned this same matter on two earlier reports
(1990 October Quarterly and 12 Day Pre-General Reports) and that I
had not received a response from him referencing those reports.
Mr. Kahn stated that he thought the letter was only referencing
the contributors that were highlighted in the attachments to the
RFAI. He said that he would check into the matter and get back in
touch with me.
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January 24, 1991

Federal Election Comission
Reports Analyst Division
Washington, D.C. 20463

Re: ID C00241034 Lonsdale for Senate

A3s

--1

'A

-.42

Gentlemen,

It has just been brought to my attention that the
attached 48-Dour Reports were inad ertently not yo at
the ti.e they were received. Two of the oontrl .u02 were
loans from the candidate and were depoited direcy to the
bank in Dend and never received at eaiaed atsThe other contribution Us deqoited drelat a breah
bank, also not received at ea ip" he d rM- . all of
thes contributions were repocted, I , m the
a rrate F.E.C report 1 * 26.

We apologize for the o rsi0hte Whith WAs *bioUsly not
intentional as these contributionswer e reoted an the
appropriate filings.

P.S. Any reply should be directed to: Harry Lonsdale, 19695
Ridgewood Dr, Bend, OR 97701 FAX # (503) 389-4819

cc: State of Oregon, Elections Division

Ln

C

.&. C

IC

IF4



POR: Lonudale for Senate / Oregon Senate

IDO: C00241034

DATE RECEIVED:

NAME/ADDRESS

10/18/90 Loan from Candidate

PRIMARY/GENERAL AMOUNT
CONTRIBUTIONS

TO DATE

Harry Lonsdale
19695 Ridgevood Dr.
Bend, OR 97708 $5,000 Loan

OCc: U.S. Senate Candidate

OCC:

c

OCC:

EMP:
OCC:

Signed:

Prmd on Recyced Paper
Avewsw a -Id 1w bw a amob #w Sum Camin

k.? 91 JAH 29 ANII: 16l1

Last Minute Contributions D.

Treas,(er
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L.D.
Last Minute Contributions

FAL4 (Sj41-2W4

FOR: Lonsdale for Senate / Oregon Senate

IDg: C00241034

DATE RECEIVED:

NAME/ADDRESS

10/18/90

PRIMARY/GENERAL

Patricia Gainsforth
327 NW Greenvood
Bend, OR 97701

AMOUNT

$1 ,ooo

CONTRIBUTIONS
TO DATE

$1,000

Self
Realtor

C

END

EMP:
OCC:

EMP:
OCC:

Signed: cvo _

Prind on Recycled Paper
^"* A wow a " 1w "m Cfm,

'q.

0CC:

T eas I r

M~cin0 S.

wP 40
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91
Last Minute Contributions

FOR: Lonsdale for Senate / Oregon Senate

IDI: C00241034

DATE RECEIVED:

NAME/ADDRESS

10/23/90

At42...

I v yt tw 0I

H.D.

Loan from Candidate

PRIMARY/GENERAL AMOUNT
CONTRIBUTIONS

TO DATE

Harry Lonsdale
19695 Ridgevood Dr.
Bend, OR 97701 $56,000 Loan

U.S. Senate Candidate

Treasurer Pntd on R.y Papr
As W ow " ft Lama*~ 1sum cumf

cm

MW
EMP:
ccc

C

Q

C

EMP:
oCC:

EMP:
oCC:

Signed:
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January 31, 1991

Shitley Pichards@ Treasurer
Lonsdale for Senate
820 SW 10th
Portland, OR 9720S

Identification Number: C00241034

q" Reference: 30 Day Post-General Report (10/18/90-11,2"90)

Dear Ms. Richards:

This letter is to inform you that as of January 30. 1991, the
Commission has not received your resronse to cur tequert f:r
additional information, dated January B. 1?91. 7hat r ot.:t
requested information essential to full public disclh -lie cf your
federal election financial activity end to enst.re €o;ian:e w:th
provisions of the Federal Election Conpaign A-- (the Act). 4 copy
of our original request is *nclor.d.

If no responv- !: reLived vittita f.zteen (IS) days from the
date of this notice, the Commission may chrise to initiate *udit
or legal enforcement action.

If you should have any questions related tq the: matter.
please contact Pat Sheppard on our toll-free number (800) 444-9-3
or our local number (202) 376-24S0.

Sir, cvrely.

John D. Gibson
/Assistant Staff Director

Reports Analysis Divison

Enclosure

- -- r--~--- - - _ £ ~ ~-. -

~

doi

I

of
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February 1$. 1991

Ms. Pat Sheppard
Federal Election Comission
Washington* D.C. 20463

Re: Lonsdale for Senate Committee
30 Day Post-General Report

Dear Ms. Sheppard:

Ca This respond* to your January . 1991 letter regardingconcerns with the Lonsdale for Senate Campaign 30 Day-1 Post-General Report, the report covering the perod ofOctober 18v 1990 to November 26. 1990. Tour letter expressed(" several concerns and I viii attempt to respond to hch me.

First, I as enclosing corrected copies of scetdule £ AheingC the correct attribution of an individut're Cotr&Mio6 to theprimary or general electims. I believe the etrectim Should
C address your concern.

Y You also questioned the discrepancy with the ems online II, column of the Detailed SUmmary page. Thii as been
corrected 

s

You also pointed out that three 48 ho* notices bad beensent to the FEC, but the contributions were not listed on thereport. Due to an oversight, these three contributions were notlisted and an Amended Schedule A is Included. The AmndedDetailed Summary page referred to in the above paragraph alsoreflects this amendment.

Nexte You questioned whether the Committee had failed tofile the required 48 hour notices for four contributions. rorthree of the contributions - Patricia Gainsforths Harry Lonadale.$5,000 loan; and Harry Lonsdale, $56,000 loan, no notice wasfurnished on a timely basis. These three contributions were madedirectly to a branch bank as opposed to the campaignheadquarters. Accordingly, due to a mix-up in communication, theappropriate campaing official was not aware of thesecontributions and, therefore, the 48 hour notices were not sentin a timely manner. As soon as the campaign learned of this#notices were sent. I am enclosing copies for your information.
The fourth contributor
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NENORI0U TO FILES:
XX Telecon

visit

NAME OF TEE CONMITTEE:

PAW: Nimach 15, 19

Lonsdale for Senate (Oregon)

SUBJECT: Amendments

FEC REP: Pat Sheppard

CONITTEE REP: Kris Rees (503) 389-9690

Ps. Rees called me today to introduce herself and let me know
that she would be working with Mr. Kahn to try and get the problem
straight about the contributions received after the PrimaryElection designated for that election. Ms. Rees stated that she
would be amending several of the reports to disclose that there
were additional expenditures that should have been designated for
the Primary Election instead of the General Blection. Ms. lees
felt that this would clear the matter up som.

7W;. -- PI
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tAGS 0 1
NNOEARDI TO F711S: DAtB: April 19, 1991
IX telecon

Visit

WAK or TEE COMMITTEE: Lonsdale for Senate (Oregon)

SUBJECT: Amended Schedules C (Loans)

FEC REP: Pat Sheppard

COMMITTEE REP: Gary Kahn (503) 227-5144

I called Mr. Kahn to ask when would he be sending in the
amended Schedules C to disclose the loans previously designated as
a Primary debt outstanding. Mr. Kahn stated that since theviolation was a result of the Committee using funds designated for
the 1990 Primary Election to pay bills for the 1990 General
Election, amending the Schedules C would not help that much. He
said that he would amend the reports to shay that $359,904.12 in
loans were originally designated for the 1990 Primary Election.
mr. Kahn asked about refunding the money. se stated that there areno funds in the account now and that the candidate would have to
make a contribution in order for the Comittee to refund themosey. I told Mr. Kahn that I had not prepared a list of
individuals yet and that he may want to wait until he hears fromour counsel to refund the money, just to make sure we are talking
about the same individuals. He said that he would send in the
Schedules C and wait to hear from the Commission.



• iO FILES:
XX telecon

Visit

*AME Or T8E CORMITTEE: Lonsdale for Senate (Oregon)

SUBJECT: RFAI for 1990 Year End Report

FEC REP: Pat Sheppard

COMMITTEE REP: Kris Rees (503) 389-9890

Ms. ROes called just to touch base with me. She stated that
they had received the request for information referencing the Year
and Report and that she intended to respond soon but ohe is afraid
that it will be outside of the required fifteen (IS) days. I
informed her to get it in as soon as she finished it. z also told
her about the conversation I had on Friday, April 19, 1"1, with
Hr. Kahn. I reiterated the fact that they should amnd the
reports to show that $359,504.12 in loams wre previously
designated and incurred during the primary election. I told her
that Hr. Kahn is aware that the matter will go further ths' my
office and he is willing to help clarify things as much as he can.

Ms. Rees stated that they intended to return the Primary
contributions to the individuals and then get tbewto give another
contribution designated for the 1990 debt retireast. I told her
that if the contributions were to be dkeslgted for the 1990
Primary debt retirement and the Committee would have to use the
funds for that purpose. I told Ms. Rees that I had asked Mr. Kahn
to wait to refund the money until he heard from someone in the
General Counsel's office. I told him I did not want him refunding
the money to individuals that we did not consider to have made an
apparent excessive contribution. I told her that after looking
more closely at the reports, the Committee should start refunding
money to everyone who had given a primary contribution on the 1990
12 Day Pro-General and 30 Day Post General Reports. I told her
the ones to refund on the 1990 October Quarterly Report would be
tricky because the Committee did make some Primary expenditures
during that reporting period. Ms. Rees stated that she would look
into the matter and touch base with me again on Friday, April 26,
1991.
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TO F ILas: DAT82 Apt , 91
oteYlecon

visit

nAn OF TUB COIITTug: Lonsdale for Senate (Oregon)

SUBJECT: Contribution refunds

FEC REP: Pat Sheppard

COMITTEE REP: Kris Rees

Ms. Rees called to discuss the individuals that the committeehad to refund money to. We compared lists and amounts to
1determine if we had the same Individuals and amounts. Sh statedthat the Committee intends to refund the amounts. She also stated00 that enclosed in the mailing will be a letter explaining,. why thecontribution is being returned and requesting that the Inlvidualsend them another check designating It for the 1990 Primary-bebtretirement. She said that the letter viii have a plce for the

person to sign their name and date.
After talking about the individuals, ye talked a little onwhy the committee had gotten in this predicament. I explained toher that although it appears that the eomittee did it fact havedebts from the primary election, they did not use the mMey toreduce the debt. I reiterated that fact to her that if thecommittee does seek additional funds designmted for the 1990primary debt retirement, the committee will have to use the fundsto reduce the loans. Hs. Rees said that she understood.
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MUN0tAMWU TO FILES:
XX Telecon

Visit

NAMA OF THE COMMITTEE:

DATE: Nay 6, 1991

Lonsdale for Senate (Oregon)

SUBJECT: Refund of apparent excessive contributions

FEC REP: Pat Sheppard

COMMITTEE REP: Dana (503) 389-9890

I returned a call that Dana had placed with my office on
Friday, Nay 3, 1991. She just wanted to clarify several amounts
that were to be refunded to several individuals. Dana stated that
all refunds would be mailed on the fifteenth (15) of Nay, 1991.
She stated that the reason was that this was the only day Mr.
Lonsdale could put the money in the bank. Dana said that she
would send so a list and a copy of the refund checks as soon as
they were prepared.

17
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for which no 48 hour notice was sent was Thomas Bristol. (noOctober 25, 1990, Mr. Bristol made a contribution of $850 to thecampaign. Later that evening he attended a fundraising event atwhich he purchased an item for $250. This last purchase was maj,.by a Visa card and was not part of the initial Contribution tit$850. Accordingly, it is my understanding that this is notdeemed to be one contribution and, therefore, no 48 hour noticeis necessary. I am enclosing a copy of Mr. Bristol's check inthe amount of $850 and Visa receipt in the amount of $250. Ibelieve this should clarify your concerns with respect to thin.matter.

-" Schedule B has been corrected to address the concern raisedin your letter.

Finally, you state that Schedule A discloses contributions'" received after the primary, but designated for the primary. Tou* further state that it appears as if these funds Were not used Loapay primary debts, but were used for general election debts. Asyou and I discussed on the phone, we are checkinq our records a
will respond as soon as our investigation is complete.

I hope this adequately responds to the issues you raised.C Please let me know if any additional information is necessary.
C- 

Sincerely,

REEVESt KAHN G EDERC.

Gary K. Kahn

GKK:sc
Enclosures
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February 27. 19l1

N.. Pat bhcppard
yIsteral flection Commission
WAhingtor-. D.C. ;0463

Res Lonsdale for Senate Comittee
30 Day Post-General Report

Dear N. bneppards

SD . 0seussed on the phone, enclosed please find an
a.cnded copy of the detailed sumary page.

We are still
eatribution of
elect ior-P.

E We apprecia'

revievinq our recordh regarding th correct
expenses betveen the primary ad general

.,u- .'ontinui.j courtesies and cooperat I,.,

Sincerely#

UIEEVSv KAHN & WEr

jt#L-,
Gary K. Kahn

GKI :sc
Enclosures
ecs Kris Rees

01 j

J

Now

. . t
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SE9ll R0MTA,
91 DECo 10Pff

FEDERAL ELECTION CONMISSION
999 E Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

RAD Referral: #91L-63
STAFF MEMBER: Tamara Kapper

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

RESPONDENTS: Lonsdale for Senate and Shirley Richards, as
treasurer

RELEVANT STATUTES: 2 U.S.C. 5 434(a)(6)
2 U.S.C. 5 441a(f)

INTERNAL REPORTS CHECKED: Referral Material
Disclosure Reports

FEDERAL AGENCIES CHECKED: None

X. G &low OF NTTER

The Office of the General Counsel received a referral from

the Reports Analysis Division ("RADO) on June 4, 1991.

Attachment 1. The basis of the referral is the receipt of

apparent excessive contributions from fifty-six (56) individuals

and two (2) political committees totaling $50,915.98 in calendar

year 1990 by Lonsdale for Senate and Shirley Richards, as

treasurer (the "Committee"). The Committee has refunded $40 of

the excessive portions of the contributions.

In addition, the Committee is also being referred for the

failure to timely file forty-eight hour notifications ("48 Hour
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Notices') for three (3) contributions totaling $62,000 received

prior to the 1990 General Election. The $62,000 is comprised of

two personal loans from the candidate, Harold K. Lonsdale,

totaling $61,000, and one contribution from an individual

totaling $1,000.

According to its Statement of Organization filed with the

Commission, Lonsdale for Senate is the authorized principal

campaign committee of Harold Lonsdale. Shirley Richards is the

treasurer of Lonsdale for Senate.

The Committee was the principal campaign committee for

Mr. Lonsdale's 1990 campaign for election to the U.S. Senate

from the state of Oregon. Mr. Lonsdale won the Ray 15, 1990

Primary Election with sixty-three (63%) of the vote but lost the

November 6, 1990 General Election with forty-six (46%) of the

vote.

II. FACTL9 AND LiGAL ANALYSIS

1. Apparent Excessive Contributions

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

*Act"), states that no person may make a contribution to a

candidate for federal office, or his authorized campaign

committee, in excess of $1,000 per election. 2 U.S.C.

S 441a(a). Pursuant to 2 U.S.C. S 441a(a)(2)(A), multicandidate

political committees are prohibited from making contributions in

excess of $5,000 to any candidate and his authorized committee

with respect to any election for Federal office. Pursuant to

2 U.S.c. 5 441a(f), candidates and political committees are

prohibited from knowingly accepting any contribution in



Violation of the provisions of Section 441a. Pursuant to

2 U.s.C. S 431(8)(A), a contribution includes any gift,

subscription, loan, advance, or deposit of money or anything of
value made by any person for the purpose of influencing any

Federal election. Pursuant to 11 C.P.R. S 113.1(e), excess

campaign funds are amounts received as contributions by a

candidate which are determined to be in excess of any amounts

necessary to defray their campaign expenditures. Excess

campaign funds say be used for any lawful purpose including

another election. 11 C.F.R. S 113.2.

The Act specifically provides that the contribution

limitations shall apply separately with respect to each

election. 2 U.S.C. 5 441a(a)(6). Contributions which are

designated for a particular election, but made after the date of

that election, may only be accepted to the extent the

contributions do not exceed the Committee's "net debts

outstanding" for that election. 11 C.F.R. 55 110.1(b)(3)(i) and

110.2(b)(3)(i). Accordingly, if net debts outstanding do exist,

then as additional funds are received and expenditures made, the

amount of net debts outstanding shall be adjusted. 11 C.F.R.

5 10.1(b)(3)(iii). Conversely, if net debts outstanding do not

exist, then a committee may not lawfully accept any

post-election contributions for any purpose, including the

retirement of a campaign debt arising from a later election.

Pursuant to 11C.F.R. 55 ll0.1(b)(3)(i) and 110.2(b)(3)(i),

when the treasurer of a campaign committee receives

post-election contributions in the absence of, or in excess of,
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net debts outstanding, then within ten days of receipt, the

treasurer must either deposit the contribution or return it to

the contributor. The treasurer of a political committee has the

responsibility for determining the legality of any contributions

received by the committee. If deposited, the treasurer has

sixty (60) days from the date of receipt to obtain a

reattribution or redesignation of the contribution to cure the

illegality. 11 C.F.R. 55 103.3(b)(3) and 110.1(b). Those

contributions not reattributed or redesignated must be refunded

to the contributor within sixty (60) days. 11 C.F.R.
C4 103.3(b)(3).

A. Primary Contributions Received After the Date of the
0% Primary Election

0 RAD has identified the Committee's receipt of contributions

totaling $49,345.98 from fifty-three (53) individuals and

two (2) qualified multicandidate political committees'0
designated for the 1990 Primary Election, received after the

date of the Primary Election and apparently used to pay expenses

incurred for the 1990 General Election. The Committee disclosed

01. the receipt of the contributions between August 29, 1990 and

November 6, 1990. A chart of the Committee's receipt of the

contributions was prepared by RAD and is attached. See

Attachment 1 at 7 through 15. RAD notified the Committee on

1. On October 25, and October 29, 1990, the Committee received
$9,000 and $10,000 from the Democratic State Central Committee
and the Democratic Party of Oregon, respectively, designated forboth the primary and general elections. Since both of thecommittees are qualified multicandidate committees, they are
permitted to contribute a maximum of $5,000 per election to any
authorized committee. 2 U.S.C. 5 441a(a)(2)(A).
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Dceenber 11, 1990 regarding the 1990 October Quarterly and

12 Day Pee-General Reports and noted the receipt of

contributions designated for the 1990 Primary Election which

appeared to be in excess of the reported net debts outstanding

for that election. The notification also informed the Committee

that the Commission might take further legal action with respect

to the receipt of excessive contributions. The notice

instructed the Committee to either refund the contributions to

the donors or obtain from the donor a redesignation of the

contribution in writing.

on January 8, 1991, RAD notified the Committee regarding

the 1990 30 Day Post-General Report, and noted the receipt of

contributions designated for the 1990 Primary Election which

appeared to be in excess of the reported net debts outstanding

for that election. The notification also informed the Committee

that the Commission might take further legal action with regard

to the receipt of excessive contributions. once again, the

notice instructed the Committee to either refund the

contributions to the donors or obtain from the donor a
redesignation of the contribution in writing. To date, the

Committee has refunded $40 of the apparent excessive amount, but

not within sixty days of its receipt.

The referral from RAD implies that the Committee had no net

debts outstanding from the Primary Election when it received the

above contributions, and thus the matter was referred to this

office on the premise that without net debts outstanding from

the Primary Election, the contributions in question were
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excessive. However, after further investigation by this Office#

it was found that the Committee's disclosure reports indicate

they owed $288,718 to the candidate for loans from his personal

funds incurred prior to the May 15, 1990 Primary Election.2

According to the Committee's disclosure reports on file with the

Commission, all of the Committee's debt is owed to the

candidate.

Pursuant to the Commission's Regulations outlined above,

the use of pre-election contributions designated by the

contributor for a particular election to pay debts or expenses

in connection with a later election is permissible under the

Act, as long as the candidate has determined that excess

campaign funds exist. Furthermore, Section 441a of the Act

would not prevent a candidate's committee from retaining and

using post-election contributions as long as there were net

debts outstanding from that election at the tine the

contributions were received. See Explanation and Justification

of Commission Regulations, 52 Fed. Reg. 760 (Jan. 9, 1987).

In the instant case, the Committee was able to lawfully

accept post-election contributions designated for the

1990 Primary Election because of the existence of net debts

outstanding from that election. It appears that the Committee

continued to collect post-contributions designated for the

Primary Election as permitted under the Act, but instead of

2. Review of the Committee's debt schedule from their
1990 October Quarterly Report indicates that the candidate made
six (6) loans to the Committee prior to the Primary Election.
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paying debts owed from the Primary Election, the Committee used
those contributions for expenses incurred for the upcoming

1990 General Election. Thus, the Committee converted those

post-election contributions designated for the Primary Election

into contributions for the General Election.

If net debts outstanding exist from an election, then

excess campaign funds cannot exist until those debts are

extinguished. The Committee could not lawfully use Primary

Election contributions for the General Election since there were

no excess campaign funds from the Primary Election. Thus, those

post-election contributors who had already contributed $1,000 to

the General Election and whose primary contributions were

converted by the Committee to pay General Election expenses

became contributors of excessive amounts to the General

Election, pursuant to 2 U.S.C. S 441a(a)(l)(A). Because the

Committee accepted contributions in excess of the limitations*

the Office of the General Counsel recommends that the Commission

find reason to believe that Lonsdale for Senate and Shirley

Richards, as treasurer, violated 2 U.S.C. 5 441&(f).3

B. Additional Excessive Contributions

in the course of preparing the referral to this office, RAD

discovered the Committee's receipt of additional excessive

contributions for the 1990 Primary and General Elections

3. In light of the fact that it was the Committee's conversion
of primary contributions to the general election which resulted
in excessive contributions by the individuals and political
committees, this office makes no recommendations with regard to
the individual contributors or the political committees.



totaling $1,570 from six (6) individuals.4

this Office recommends that the

Commission send an admonishment letter to the Committee

regarding its receipt of apparent excessive contributions from

individuals.

2. Failure to Properly Report the Designation of
Outstanding Debts

On Schedule C of the Commission's Form 3, there are three

election indicator boxes marked Primary, General and Other,

respectively. When a committee incurs a debt related to a

specific election it should mark the appropriate box. After the

1990 Primary Election, on their 1990 October Quarterly Report,

the Comittee began checking the box designated for the General

Election on Schedule C, thus disclosing the debts previously

incurred from the Primary Election as being incurred for the

General Election, along with additional debts that were in fact

incurred in connection with the General Election. As a result,

the Couittee's reports now erroneously disclose on Schedule C

that all outstanding debts were incurred in connection with the

General Election.

4. As these excessive contributions were discovered by RAD
while preparing this referral, the Committee has not been
notified of these excessive contributions.
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this Office recommends that the Commission send an

admonishment letter to the Committee regarding its failure to

properly report net debts outstanding from the Primary Election.

3. Failure to File 48 Hour Notices

The Act also requires principal campaign committees of

candidates for federal office to notify either the Secretary of

the Senate, the Clerk of the U.S. House of Representatives or

the Commission, and the Secretary of State, as appropriate, in
rN writing, of each contribution totaling $1,000 or more received

cO by any authorized committee 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 this notification to

be made within 48 hours after the receipt of the contribution

and to include the name of the candidate and the office sought

by the candidate, identification of the contributor, the date of

receipt and the amount of the contribution. Id. The

notification of these contributions shall be in addition to all

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

Pursuant to 2 U.S.C. 5 434(a)(6)(A), the Committee was

required to notify the Commission, in writing, of all

contributions of $1,000 or more received from October 18, 1990

to November 3, 1990 within 48 hours of their receipt. On

October 1, 1990 the Committee was reminded by the Commission, in
writing, that the receipt of contributions of $1,000 or more

must be reported within 48 hours if received during the period
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of October 18, 1990 through November 3. 1990. The notice

further stated that these notifications must reach the

appropriate federal and state offices within 48 hours of the

committee's receipt.

The Committee received three (3) contributions during the

period prior to the General Election that required written

notification to the Commission. The contributions that should

have been reported within 48 hours of their receipt are as

follows:

Contributor Name Date Amount

Patricia Gainsforth 10/18/90 $ 1,000

Harry K. Lonadale (Personal Loan) 10/18/90 $ 50005
Harry K. Lonsdale (Personal Loan) 10/23/90 $56,000

The contributions were not reported to the Commission until

the Committee filed its 1990 30 Day Post-General Report, which

was not received by the Commission until December 6, 1990.

The notification letter sent to the Committee on January 8,

1991 also noted that the Committee may have failed to file

48 Hour Notices for "last minute" contributions of $1,000 or

more. The notice informed the Committee of the possibility of

further legal action, but that any response would be taken into

consideration.

It thus appears that the Committee violated 2 U.S.c.

S. The Committee was a respondent in MUR 3203 which is nowclosed. On December 14, 1990 the Commission found reason tobelieve that a violation of 2 U.S.C. S 434(a)(6) had occurred inconnection with the Primary Election. The Committee failed to
timely file one 48 Hour Notice for a contribution in the form of
a loan from the candidate totaling $70,000.
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f"34a)(6) by failing to disclose three (3) cwtributions of
$1,000 or more before a primary election within 48 hours of
their receipt. Therefore, the Office of the General Counsel
recommends the Commission find reason to believe that Lonsdale
for Senate and Shirley Richards, as treasurer, violated 2 U.S.c.

§ 434(a)(6).

111. DISCUSSION or CONCILIATION AN CIVIL P3nLTY
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IV. RECORRDA TIOHS

1. Open a MUR.

2. Find reason to believe that Lonsdale for Senate and
Shirley Richards, as treasurer, violated 2 U.S.C.
SS 434(a)(6) and 441a(f), and enter into conciliation
prior to a finding of probable cause to believe.

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

Lawrence N. Noble
General Counsel

__ _ __ _ __ _q _ _ _ BY: _ _ _ _ _ _ _ _ _ _ _Date /LoisG. L rner
Associate General Counsel

Attachments:
1. Referral Materials
2. Factual and Legal Analysis
3. Proposed Conciliation Agreement



F1IRAL ELECTION COMMISSION
WRS000CVO% OC .41fts

NOUDUX

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE 4. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS /DONNA ROACH

COMMISSION SECRETARY

DECEMBER 13, 1991

RAD REFERRAL 91L-63: FIRST GENERAL COUNSEL'S RUT.
DATED DECEMBER 9, 1991

The above-captioned document was circulated to the

Comission on TUESDAY, DECEMBER 10, 1991 4:00 P.M.

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

as Indicated by the name(s) checked below:

Commissioner

Commissioner

Commissioner

Comissioner

Comissioner

Comissioner

Aikens

Elliott

Josef iak

McDonald

.4cGarry

Thomas

This matter will be placed on the meetinq agenda

for TUESDAY, DECEMBER 19, 1991

Please notify us who will represent your Division before the

Commission on this matter.

xxx



OXFOR Tug FEDERAL ELECTION COMNIISION

In the Matter of )

Lonsdale for Senate and )
Shirley Richards, as treasurer)

RAD Referral #91L-63

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on

December 19, 1991, do hereby certify that the Commission

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

with respect to BAD Referral #91L-63:

1. Open a MUR.

2. Find reason to believe that Lonsdale
for Senate and Shirley Richards, as
treasurer, violated 2 U.S.C. 55 434(a)(6)
and 441a(f), and enter into conciliation
prior to a finding of probable cause to
believe.

(continued)



Federal Election Commission
Certification for RAD Referral

#91L-63

Page 2

3. Approve the Factual and Legal Analysis,
the proposed conciliation agreement and
the appropriate letter as recommended
in the General Counsel's report dated
December 9, 1991.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Sretary of the Coinlesion
Date



FEDiRAL ELECTION COMMISSION
WASHINCTON. DC 20*3

January 6, 1992

Shirley Richards, Treasurer
Lonsdale for Senate
19695 Ridgewood Drive
Bend, OR 97701

RE: 1UR 3461
Lonsdale for Senate and
Shirley Richards, as
treasurer

Dear Ms. Richards:

On December 19, 1991, the Federal Election Commission found
that there is reason to believe Lonsdale for Senate (the
'Coamittee') and you, as treasurer, violated 2 U.S.C.
55 434(a)(6) and 441a(f), provisions of the Federal Election
Campaign Act of 1971, as amended ('the Act'). The Factual and
Legal Analysis, which formed a basis for the Comission's
finding, is attached for your information.

Although the Commission did not sake additional reason to
believe findings regarding the following apparent violations,
the Commission reminds you that the failure to report the proper
election designation of outstanding debts on Schedule C of the
Comission's FEC Form 3X, appears to be a violation of 11 C.r.R.
1 104.3(d). The Commission also reminds you that the receipt of
contributions from individuals in excess of $1,000 per election
appears to be a violation of 2 U.S.C. 5 441a(f). You should
take Immediate steps to insure that these activities do not
occur in the future.

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

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



8hirley Richards
Page 2

in order to expedite the resolution of this matter, theCommission has also decided to offer to enter into negotiationsdirected 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.

If you are interested in expediting the resolution of thismatter by pursuing preprobable cause conciliation and if youagree with the provisions of the enclosed agreement, please signand 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 daysprior to the due date of the response and specific good causemust be demonstrated. In addition, the Office of the General7Counsel ordinarily will not give extensions beyond 20 days.

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

This matter will remain confidential in accordance with2 U.S.C. 55 437g(a)(4)(8) and 437g(a)(12)(A), unless you notify
the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description1of the Commission's procedures for handling possible violations
of the Act. If you have any questions, please contact TamaraKapper, the staff member assigned to this matter, at (202)
219-3690 or the toll free number, (800) 424-9530.

Sincerely,

Joan D. Aikens
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
Conciliation Agreement



FEDERAL ELECTION CONNISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Lonsdale for Senate RUR: 3461
and Shirley Richards,
as treasurer

SUNNARY OF ALLEGATIONS

It is alleged that Lonsdale for Senate and Shirley

Richards, as treasurer (the "Committee"), accepted apparent

excessive contributions totaling $49,345.98 from

fifty-three (53) individuals and two (2) political committees.

It is further alleged that the Committee failed to timely file

forty-eight hour notifications ("48 Hour Notices") for three (3)

contributions totaling $62,000.

FACTUAL AND LEGAL ANALYSIS

1. APparent Excessive Contributions

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

*Act"), states that no person may make a contribution to a

candidate for federal office, or his authorized campaign

comittee, in excess of $1,000 per election. 2 U.S.C.

S 441a(a). Pursuant to 2 U.S.C. S 4 41a(a)(2)(A), multicandidate

political committees are prohibited from making contributions in

excess of $5,000 to any candidate and his authorized committee

with respect to any election for Federal office. Pursuant to

2 U.S.C. S 441a(f), candidates and political committees are

prohibited from knowingly accepting any contribution in

violation of the provisions of Section 441a. Pursuant to

2 U.S.C. S 431(8)(A), a contribution includes any gift,



-2-

subscription, loan, advance, or deposit of money or anything of

value made by any person for the purpose of influencing any

Federal election. Pursuant to 11 C.F.R. 5 113.1(e), excess

campaign funds are amounts received as contributions by a

candidate which are determined to be in excess of any amounts

necessary to defray their campaign expenditures. Excess

campaign funds may be used for any lawful purpose including

another election. 11 C.F.R. S 113.2.

The Act specifically provides that the contribution

limitations shall apply separately with respect to each

election. 2 U.S.C. 5 441a(a)(6). Contributions which are

designated for a particular election, but made after the date of

that election, may only be accepted to the extent the

contributions do not exceed the Committeets "net debts

outstanding* for that election. 11 C.F.R. 55 l10.1(b)(3)(i) and

110.2(b)(3)(i). Accordingly, if net debts outstanding do exist,

then as additional funds are received and expenditures made, the

amount of net debts outstanding shall be adjusted. 11 C.F.R.

S ll0.1(b)(3)(iii). Conversely, if net debts outstanding do not

exist, then a committee may not lawfully accept any

post-election contributions for any purpose, including the

retirement of a campaign debt arising from a later election.

Pursuant to 11 C.F.R. SS 1l0.1(b)(3)(i) and 110.2(b)(3)(i),

when the treasurer of a campaign committee receives

post-election contributions in the absence of, or in excess of,

net debts outstanding, then within ten days of receipt, the

treasurer must either deposit the contribution or return it to



the contributor. The treasurer of a political committee has the
responsibility for determining the legality of any contributions

received by the committee. If deposited, the treasurer has

sixty (60) days from the date of receipt to obtain a

reattribution or redesignation of the contribution to cure the

illegality. 11 C.F.R. ss 103.3(b)(3) and 110.1(b). Those

contributions not reattributed or redesignated must be refunded

to the contributor within sixty (60) days. 11 C.F.R.

S 103.3(b)(3).

RAD has identified the Committee's receipt of contributions

totaling $49,345.98 from fifty-three (53) individuals and

two (2) qualified multicandidate political committees1

Cdesignated for the 1990 Primary Election, received after the

date of the Primary Election and apparently used to pay expenses

incurred for the 1990 General Election. The Committee disclosed
C

the receipt of the contributions between August 29, 1990 and

November 6, 1990. A chart of the Committee's receipt of the

contributions was prepared by RAD and is attached. See

0 Attachment 1. RAD notified the Committee on December 11, 1990

regarding the 1990 October Quarterly and 12 Day Pre-General

Reports and noted the receipt of contributions designated for

the 1990 Primary Election which appeared to be in excess of the

1. On October 25, and October 29, 1990, the Committee received$9,000 and $10,000 from the Democratic State Central Committeeand the Democratic Party of Oregon, respectively, designated forboth the primary and general elections. Since both of thecommittees are qualified multicandidate committees, they arepermitted to contribute a maximum of $5,000 per election to anyauthorized committee. 2 U.S.C. 5 441a(a)(2)(A).



reported net debts outstanding for that election. The

notification also Informed the Committee that the Commission
night take further legal action with respect to the receipt of

excessive contributions. The notice instructed the Committee to
either refund the contributions to the donors or obtain from the
donor a redesignation of the contribution in writing.

On January 8, 1991, R&D notified the Committee regarding

the 1990 30 Day Post-General Report, and noted the receipt of

contributions designated for the 1990 Primary Election which

appeared to be in excess of the reported net debts outstanding

for that election. The notification also informed the Committee

that the Commission night take further legal action with regard

to the receipt of excessive contributions. Once again, the

notice instructed the Cmmittee to either refund the

contributions to the donors or obtain from the donor a

redesignation of the contribution in writing. To date, the

Committee has refunded $40 of the apparent excessive amount, but

not within sixty days of its receipt.

The notification letters from RAD to the Committee suggest

that the Committee had no net debts outstanding from the Primary
Election when it received the above contributions. However,

it has since been found that the Committee's disclosure reports

indicate it owed $288,718 to the candidate for loans from his

personal funds incurred prior to the may 15, 1990 Primary
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alection.2 According to the Committees disclosure reports on
file with the Commission, all of the Committee's debt is owed to

the candidate.

Pursuant to the Commission's Regulations outlined above,

the use of pre-election contributions designated by the

contributor for a particular election to pay debts or expenses

in connection with a later election is permissible under the

Act, as long as the candidate has determined that excess

campaign funds exist. Furthermore, Section 441a of the Act

would not prevent a candidate's committee from retaining and

using post-election contributions as long as there are net debts

outstanding from that election at the time the contributions

were received. See Explanation and Justification of Commission

Regulations, 52 Fed. Reg. 760 (Jan. 9, 1987).

In the instant case, the Committee was able to lawfully

accept post-election contributions designated for the

1990 Primary Election because of the existence of net debts

outstanding from that election. It appears that the Committee

continued to collect post-election contributions designated for

the Primary Election as permitted under the Act, but instead of

paying debts owed from the Primary Election, the Committee used

those contributions for expenses incurred for the upcoming

1990 General Election. Thus, the Committee converted those

2. Review of the Committee's debt schedule from their1990 October Quarterly Report indicates that the candidate madesix (6) loans to the Committee prior to the Primary Election.



post-election contributions designated for the Primary Election

into contributions for the General Election.

if net debts outstanding exist from an election, then

excess campaign funds cannot exist until those debts are

extinguished. The Committee could not lawfully use Primary

Election contributions for the General Election since there were

no excess campaign funds from the Primary Election. Thus, those

post-election contributors who had already contributed $1,000 to

the General Election and whose primary contributions were

converted by the Committee to pay General Election expenses

became contributors of excessive amounts to the General

Election, pursuant to 2 U.S.C. 5 441a(a)(1)(A). Because the

Committee accepted contributions in excess of the limitations,

there is reason to believe that Lonsdale for Senate and Shirley

Richards, as treasurer, violated 2 U.S.C. 5 441a(f).

2. Failure to File 46 Hour Notices

The Act requires principal campaign committees of

candidates for federal office to notify either the Secretary of

the Senate, the Clerk of the U.S. House of Representatives or

the Commission, and the Secretary of State, as appropriate, in

writing, 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. 2 U.S.C.

S 434(a)(6)(A). The Act further requires this notification to

be made within 48 hours after the receipt of the contribution

and to include the name of the candidate and the office sought

by the candidate, identification of the contributor, the date of



receipt and the amount of the contribution. Id. The

notification of these contributions shall be in addition to all

other reporting requirements. 2 U.S.C. S 434(a)(6)(8).

Harold Lonsdale was a candidate for the U.S. Senate from

the state of Oregon in the November 6, 1990 General Election.

According to its Statement of Organization filed with the

Commission, Lonsdale for Senate is the authorized principal

campaign committee of Mr. Lonsdale. Shirley Richards is the

treasurer of Lonsdale for Senate.

The General Election was held on November 6, 1990.

Pursuant to 2 U.S.C. S 434(a)(6)(A), the Committee was required
to notify the Commission, in writing, of all contributions of

$1,000 or more received from October 18, 1990 to November 3.

1990 within 48 hours of their receipt. On October 1, 1990, the

Committee was reminded by the Commission, in writing, that the

receipt of contributions of $1,000 or more must be reported

within 48 hours if received during the period of October 18,

1990 through November 3, 1990. The notice further stated that

these notifications must reach the appropriate federal and state

offices within 48 hours of the committee's receipt.

The Committee received three (3) contributions during the

period prior to the General Election that required written

notification to the Commission. The contributions were received

as follows:

Name of Contributor Date Amount1. Patricia Gainsforth 1-7-T8/90 ,002. Harry K. Lonsdale (Personal Loan) 10/18/90 $ 5,0003. Harry K. Lonsdale (Personal Loan) 10/23/90 $56,000

TOTAL $62,000



The contributions listed above vere not reported to the

Cmission until the Committee filed its 1990 30 Day

Vost-Goneral Report, which was not received by the Commission

until December 6, 1990.

It thus appears that the Committee violated 2 U.S.c.

5 434(a)(6) by failing to disclose three (3) contributions of

$1,000 or more before a general election within 48 hours of its

receipt. Therefore, there is reason to believe that Lonsdale

for Senate and Shirley Richards, as treasurer, violated 2 U.S.C.

5 434(a)(6).
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607 Fourmn'm Srun. N.V e WsmmGrow. D.C. 20005-2011 - (202) 638-6600

January 16, 1992

Tamara Kapper
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: XUR 3461 - Lonsdale for Senate and Shirley
Richards, as Treasurer

Dear Ms. Kapper:

Enclosed is a designation of counsel for the above
referenced MUR.

Respondents received the Commission's letter notifying it
of a reason to believe finding on January 14. A respoe
would regularly be due on January 29. In order to have enough
time to review the materials related to this matter, consult
with the client and prepare a response, we request an
extension of 20 days. The new response due date would be due
on February 18.

If you have any questions or need additional information,
please do not hesitate to contact the undersigned.

'.0
~ -- ~

C~. -.

a~ ~
--C0

1 1632 1-0001/DA920160.050]

TELEX 44-02- P.so U! * FACSIMILE (202) 434-1690

ANCHORAGE @ BELLEVI F a Los ANGELES 0 POITLAND 0 SEATTLE 0 SPOKANE



i 3461

i W xi. , Judy Corlev, perkins Coie

*3amB:s 607 14th Street NW

Washinaton. DC 20005

=-434-1622

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Cmmission and to act on my behalf before

the Commission.

1/15/92
Date Sign fe

iniams -:A3:mR'SI

iDU . ."

5W18 10

Harry Lonsdale

Lonsdale for Senate

PO Box 190

Bend, OR 97709

503-388-7307

503-389-3566

FIT-77: _7



FEDERAL ELECTION COMMISSION
WAS41NCTO D.C. O

January 21, 1992

Jdith L. Corley, Isquire
Perkins Cole
607 Fourteenth Street, NW.V.
Washington, D.C. 20005-2011

RE: NUR 3461
Lonsdale for Senate and
Shirley Richards, as
treasurer

Dear Ms. Corley:

This is in response to your letter dated January 16, 1992,
which we received on January 17, 1992, requesting an extension
of 20 days to respond to the Commission's reason to believe
finding. 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 February 18,
1992.

If you have any questions, please contact me, the new
staff ember assigned to this matter, at (202) 219-3690.

Sincerely,

Mary Ann Sumgarner



607 Fourrim STmr, N.W. - ammow. D.C. 20005%

March 2, 1992

Mary Ann Bungarner
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 3461 - Lonsdale for Senate and Shirley
Richards, as Treasurer

Dear Ms. Bumgarner:

This is in response to the Commission's notification that
it had found reason to believe that the Lonsdale for Senate
Committee ("the Committee") and Shirley Richards, as Treasurer
(referred to collectively as "Respondents"), had violated the
Federal Election Campaign Act of 1971, as amended.
Respondents believe that the Commission should dimiss this
action without taking any further action. The Comi"ion
noted two apparent violations in its General Counsells Report.
Each will be addressed in turn below.

anmarent Zaoessive Contributions

The General Counsel's Report notes that Respondents
received contributions designated for the 1990 primary
election after the date of the primary election, but that the
Committee used the contributions to defray expenses from the
general election. The Report states:

If net debts outstanding exist from an election,
then excess campaign funds cannot exist until those
debts have been extinguished. The Committee could
not lawfully use Primary Election contributions for
the General Election since there were no excess
campaign funds from the Primary Election.

The General Counsel found, thus, that the contributions
designated for the primary election, but used for the general

116321-OOOI/DA92050.0451

TELEX 44-02-7 Pcso U1 a FACSIMILE (202) 434-1690
ANCHORAGE 0 BELLEVLE a Los ANGELES 6 PORTLAND * SEATTLE 0 SPOKANE



Nary Ann Bumgarner
March 2, 1992
Page 2

election were in excess of the general election contribution
limits.,

The Report, however, cites no authority for the above
statement. While several statutory and regulatory provisions
are listed, none provides a legal basis for the conclusion
reached by the General Counsel in this case. Further, the
General Counsel's finding is contrary to the previously stated
position of the Commission, which has recognized that a
candidate may declare funds excess at any time, even during an
active campaign, set, eg., AO 1986-8, AO 1986-9, and before
debts have been extinguished. 5p& e~. Re: AOR 1976-101,
AO 1986-5 ("If, following this transfer (of excess campaign
funds to a state committee), the (federal committee] wishes to
terminate its reporting status, it may do so . . .,. provided
it has met all the requirements of 11 C.F.R.
S102.3(a)."(emphasis added)).

The Commission obviously has the authority to change its
position on the law. The vehicle for such a change, however,
should not be a confidential enforcement proceeding, where
Respondents have had no notice of the change. As
commissioners Aikens and Elliott stated in their Statement of
Reasons for NUR 3107:

To reverse (the Commission's stated position) in the
context of an enforcement matter would be contrary
to the precedent of this Commission and would
arbitrarily inflict punishment on candidates whose
behavior was taken in good faith reliance on years
of Commission decisions. To capriciously single out
these candidates for different treatment would be a
cavalier use of our authority, contrary to years of
our precedent and grossly unfair.

The Commission's regulations contain no requirement that
debts be retired before excess campaign funds may be declared.
Rather, the regulations give total discretion to the candidate
to make this determination. section 113.1(e) defines excess

1The General Counsel's Report also noted that the Commnittee had
failed to refund the excessive contributions as requested by the Reports
Analysis Division. In fact, the committee refunded the contributions in
July, and reported the refunds on the Committee's year-end report.
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campaign funds as "amounts received by a candidate as
contributions which he or she determines are in excess of any
amount necessary to defray his or her campaign expenditures."
(Emphasis added.)

The Commission has always been justifiably leery of
involving itself in the day-to-day spending decisions of a
campaign. The Commission has repeatedly deferred to the
discretion of a candidate to make decisions as to the
appropriate use of campaign funds, including the decision as
to when funds are excess. e~g., AO 1989-22, AO 1985-221
AO 1986-8, AO 1981-11.

Despite the leeway given to candidates to make decisions
regarding the use of their campaign funds, the Commission has
taken seriously its role in maintaining the integrity of the
election process by requiring strict adherence to the
contribution limitations for each election. Even in the area
of debt retirement, the Commission has imposed regulations
which ensure that the contribution limits are observed. These
requirements were spelled out clearly in the General Counsel's
Report:

* Contributions made after an election, but designated
for that election, may be made only to the extent
that there are net debts outstanding from that
election;

* If net debts for a particular election do exist, as
contributions are received for that election, the
amount of the net debts outstanding must be
adjusted;

* If net debts for a particular election do not exist,
contributions for that election may not be received.

Respondents do not dispute any of these principles.
Further, Respondents contend that they were in full compliance
with each of these requirements at all times. The campaign
had substantial net debts outstanding from the primary
election. The contributions accepted after the date of the
primary did not exceed the amount of net debts from that
election. For each contribution received toward the primary

1 1632 1 -0001 /DA920550.04SJ31/9 MM
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election, the amount of contributions that could subsequently
be received for that election was adjusted accordingly.2

These regulations go to the issue of the maximum amount
of contributions that may be accepted for a particular
election and not to the use the candidate makes of the funds
raised. As the Commission stated in its Explanation and
Justification for the net debt outstanding regulations:

The Commission believes that funds given to a
candidate after an election is over cannot meet the
Act's requirements that contributions be made with
respect to and for the purpose of influencing that
election unless they could be used to retire
outstanding debts from that election.

52 Fed. teg. 761 (1987) (emphasis added). The statement
supports Respondent's view that the regulations do not require
that the funds be used to retire debt, only that there be debt
outstanding against which the funds coul be applied. Any
other interpretation would interfere with the clear discretion
given the candidate to use campaign funds for any lawful
purpose. While it may well be prudent for a candidate to use
debt retirement contributions for that purpose, there has
simply never been a requirement that this be done.

The Commission itself took this position in Re: AOR 1976-
101. Newly-elected Senator Moynihan asked whether he could

- use campaign funds to defray certain transition costs. At the
time, the Senator's campaign had outstanding campaign debts.
While the Commission noted the Committee's "primary duty to
make every reasonable effort to retire debts incurred prior to
the election," and "recommend(ed] that only ... 'excess

2That means, using hypothetical numbers, if the amount of the
campaign's net debts outstanding on the day of the election was $100,000,
and the campaign raised an additional $60,000 after the primary for debt
retirement (assuming no new debts), the net debts outstanding would then be
$40,000 -- the amount of additional contributions the campaign could raise
toward the primary. If the candidate chose to use the $60,000 for purposes
other than debt retirement, this $40,000 figure would not change. Rather,
the candidate would be required to use funds raised for the general
election (or raised for another past or future election, or raised from
personal funds) to make up the difference.

116321-001/DA920550.0451
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campaign funds' as remain after all campaign debts are
extinguished be used," the Commission approved the use of
campaign funds for the transition expenses. The Commission
reserved the right to revisit the issue if campaign funds were
used for this purpose and the campaign subsequently attempted
to settle debts for less than the amount owed. se 1lo
AO 1981-11.

This position is reasonable because of its limited
application. Where at one point the campaign had funds
available to help retire the debts, a settlement for less than
the amount owed would be inappropriate. In such cases, the
Commission would be within its enforcement authority to step
in at that time to prevent an abuse of the system by refusing
to allow the debts to be settled. Until that point, however,
as long as the contribution limitations have been observed in
the receipt of the contributions, the integrity of the
campaign finance laws has not been affected and the Comi"ion
should take no action.

The argument that a candidate receives the benefit of two
contributions from the same individual for a single election
is meaningless, given that the Commission clearly allows funds
raised before the date of the primary to be used in connection
with the general election, even if the same contributor has
also contributed to the general election. A candidate could
apparently have substantial debts from the primary, and still
use funds on hand as of the date of the primary for general
election purposes. While the net debts outstanding
computation on the date of the election takes cash-on-hand
into account, the regulations do not require that the cash-on-
hand be used to retire any outstanding debt. As long as the
"net debts" are adjusted accordingly, the funds presumably may
be used for any lawful purpose.3

The Commission must also look to another factor in this
case that goes to the appropriateness of the decision of the
candidate to use the contributions for the general election.
Much of the debt outstanding from the primary consisted of

3This concept is further supported by the Commission*s recowmendation
that a cycle-based contribution limit be implemented instead of the current
per election limit. see, e.., Legislative Recommendations, FEC Annual
Report 1990, at 42.
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loans to the campaign by the candidate himself. The
campaign's use the contributions for the general election,
rather than repaying the candidate so he could then reloan the
funds to the campaign for the general election, shows that
this is the classic "no harm, no foul" situation.4

48-Nour Reports

The General Counsel's report also finds reason to believe
that Respondents failed to file three 48-hour reports in
connection with the general election. Respondents have
acknowledged that the reports were not filed, but ask that the
Commission take no further action.

The contributions in question consisted of two candidate
loans totalling $61,000 and an individual contribution of
$1,000. The individual's contribution was overlooked because
it was received and deposited in a branch office of the
campaign. The staff there were unaware of the 48-hour
reporting requirements and so did not inform the main campaign
office of the contribution until after the close of the 48-
hour reporting period. Out of over 90 contributions for which
48-hour reports were filed by the Committee, this was the only
contribution that was missed. This shows that the Committee
had established an excellent system for tracking and filing
the 48-hour reports.

The two candidate loans were not reported for the same
reasons given in the campaign's response to MUR 3203. This
MUR, addressing exactly the same situation (a candidate loan
of $70,000) during the primary election, resulted in the
payment of a civil penalty by the campaign. In that response,
the candidate stated his misunderstanding of the law and his
belief that candidate loans were not contributions and were

4The General Counsel's Report also mentions in passing the
requirement to redesignate or reattribute contributions. This case does
not involve the issue of redesignation or reattribution of contributions.
There has been no question raised that the funds were not properly
designated for and reported for the primary election. The contributions
were properly counted against the primary election limit and the ability to
accept further contributions toward the debt from that election was reduced
accordingly. None of the contributions were found to be in excess of the
limits for the primary election.
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not, therefore, covered by the 48-hour reporting requirements.
Given the campaign's substantial efforts at compliance with
the 48-hour reporting requirements, it is clear that this
misunderstanding was the exception, not the rule. It is also
clear that the campaign made no effort to hide the fact that
the candidate was making substantial loans to the campaign.
It was only happenstance that these particular loans were made
during the 48-hour reporting period.

In the case of the general election 48-hour reports,
however, there is another factor to consider. By the time the
campaign became aware of its error in reporting candidate
loans during the primary election 48-hour reporting period,
the 48-hour reporting period for the general election had
already passed. There was no opportunity for the campaign to
adjust its reporting to this new knowledge. The 48-hour
reports for the general election were filed under the same
misunderstanding that had existed during the primary election.
To treat the failure to disclose the candidate's loans in the
general election 48-hour period as a separate violation,
subject to separate civil penalties, is unfair. At a minimum,
the Commission should have combined the two instances into a
single NUR covering both the primary and the general
elections.

The Commission has already made its point with respect to
candidate loan reporting and the campaign has taken steps to
ensure that in the future any such loans will be properly
reported on its 48-hour reports. To punish the campaign for
two identical errors, where the campaign had not yet had an
opportunity to correct the behavior, is excessive and
unnecessary. The Commission should take no further action on
the 48-hour reporting violations identified in this NUR.

If you have any questions or need additional information,
please contact the undersigned.

Very truly yours,

ff"44th L. Corley
Counsel to Respondents

116321-001/DA920550.045) ] 3/2M
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C. 2 J

July 22, 1992

Ms. Judith L. Corley, Esquire
Perkins Coie
607 14th Street, N.W.
Washington, D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate and Dana
Hanson Nehl, as treasurer

Dear Ms. Corley:

This is in response to your letter dated July 20, 1992,which we received the same day, requesting an extension of five
days, until July 27, 1992

Afterconsidering the circumstances presented in your letter, theOffice of the General Counsel has granted the requestedextension. However, I must point out that the 30 day period forpreprobable cause conciliation has expired. This Office intends
that the granted extesion will significantly facilitate theresolution of this matter. If not, this Office will proceed tothe next stage in the enforcement process. Your response is due
by the close of business on July 27, 1992.

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

Sincerely,

Tamara K. Kapper
Paralegal



BxrORE TnE FEDERAL ELECTION COMISBSION

In the Hatter of

Lonsdale for Senate 90 and
Dana Hanson Nehl, as
treasurer

))
)MIUR 3461 serum

GEKRAL COUNSEL'S REPORT

The Office of the General Counsel is prepared to close the

investigation in this matter as to Lonsdale for Senate and

Dana Hanson Nehl, as treasurer, based on the assessment of the

information presently available. - /

Date (

Staff Assigned: Tamara Rapper

General Counsel

RECVE
F..C.
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FEDERAL ELECTION COMMISSION
WASHING TO%. 0 C 204 J

December 29, 1992

Ms. Judith L. Corley, Esquire
Perkins Coie
607 14th Street, N.W.
Washington, D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate 90 and Shirley
Richards, as treasurer

Dear Ms. Corley:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, on December 19,
1991, the Federal Election Commission found reason to believe
that your clients, Lonsdale for Senate 90 and Shirley Richards,
as treasurer, violated 2 U.S.C. SS 434(a)(6) and 441a(f) and
instituted an investigation in this matter.

After considering all the evidence available to the
Covmmssion, 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 may not approve the General Counsel's
recommndation. Submitted for your review is a brief stating
the position 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 (ten copies if possible) stating your position on the
issues and replying to the brief of the General Counsel. (Three
copies of such brief should also be forwarded to the Office of
the General Counsel, if possible.) The General Counsel's brief
and any brief which you may submit will be considered by the
Commission before proceeding to a vote of whether there is
probable cause to believe a violation has occurred.

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



Ul. Judith L. Corley# 3sq.
ftge 2

A finding of probable cause to believe requires 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 a conciliation agreement.

Should you have any questions, please contact Tamara
Kapper, the staff member assigned to this matter, at (202)
219-3690.

Lawrence M. Noble
General Counsel

enclosure
Brief



BKFORZ TR3 FUD3RAL ELMCIOU COKMI83ON

In the Matter of )
MUR 3461Lonsdale for Senate 90 and )

Dana Hanson Nehl, as )
treasurer

GENERAL COUNSEL'S BRIEF

I. STATEMENT OF THE CASE

On December 19, 1991, the Commission found reason to

believe that the Lonsdale for Senate 90 and Dana Hanson Nehl, as

treasurer ("Lonsdale Committee"), violated 2 U.S.C. 5 434(a)(6)

0 O for the failure to file forty-eight hour notifications ("48 Hour
N Notices") for three (3) contributions totaling $62,000 received

D prior to the 1990 general election. On that same date, the

Commission found reason to believe that the Lonsdale Committee

violated 2 U.S.C. S 441a(f) for the receipt of excessive

contributions totaling $49,345.98 in calendar year 1990. On

January 6, 1992, the Commission entered into conciliation

negotiations prior to a finding of probable cause that

violations occurred. These negotiations did not result in

Respondents signing a conciliation agreement approved by the

Commission.

II. ANALYSIS

A. FAILURE TO FILE 48 HOUR NOTICES

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

Act"), requires a principal campaign committee of a candidate

for federal office to notify either the Secretary of the Senate,

the Clerk of the U.S. House of Representatives or the
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CMmission, and the Secretary of State, as appropriate, in

writing, 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. 2 U.S.C.

5 434(a)(6)(A). The Act further requires this notification to

be made within 48 hours after the receipt of the contribution

and to include the name of the candidate and the office sought

by the candidate, identification of the contributor, the date of

receipt and the amount of the contribution. Id. The

3notification of these contributions shall be in addition to all

other reporting requirements. 2 U.S.C. 5 4 34(a)(6)(B).

The Commission's Information Division sent a "Report

Notice," dated October 1, 1991, to all congressional candidate

committees involved in the 1990 general election. The first

page of that notice stated:

LAST-MIRUTh ONT3IBUTIONS
Committees must also file special notices if

contributions of $1,000 or more are received during
the period of October 18 through November 3, 1990.
The notices must reach the appropriate federal and
state offices within 48 hours of the committee's
receipt.

Moreover, this requirement has been a key reporting feature

of the Federal Election Campaign Act since its enactment in

1971. At that time the provision required the reporting of last

minute contributions of $5,000 or more since there were no

limitations on contributions in the Act. See Federal Election

Campaign Act of 1971, Pub. L. 92-225, 86 Stat. 3, 14 (1972).

When Congress adopted contribution limitations as part of the

1974 amendments, the provision was revised to require reporting
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of last Minute contributions of $1,000 or more. See Federal
Election Campaign Act Amendments of 1974, Pub. L. 93-443, 88

Stat. 1263, 1277 (1974).

The purpose of this provision, as well as its significance,

is illustrated by the floor debates on the amendments offered by

Senator Packwood that led to this provision's being incorporated

into the Act. When he first offered his amendment, Senator

Packwood stated:

There is the possibility -- and I will call it morethan that; there is this probability -- if one hasever looked at the preelection and postelection
reporting, an extraordinarily large amount of moneycomes into the campaign -- I think deliberately
prearranged -- after the deadline for preelection
reporting.

117 Cong. Rec. 29,019 (1971), reprinted in Legislative History

of Federal Election Campaign Act of 1971 at 493 (GPO 1981).

Senator Packwood initially withdrew his amendment because the

question of contribution limitations had not yet been

determined. When that issue was decided, he again offered the

amendment. In the floor debates, Senator Packwood stated:

Mr. President, under the bill as it is written, thelast preelection report is filed on the Thursdaybefore the Tuesday election. There is a 5-day hiatusbetween the last report and the election.
I would again call the attention of Senators tothe fact that, as provided, in the bill, that is doneas a preelection report in an election reporting

procedure. They will find the money reported asspent in the campaign in a report filed 10 to 15 daysafter election is almost double what had been filedas having been spent in the preelection report. Thisamendment is designed to avoid that situation.

Senator Packwood said that without such last minute reporting

the voters are "given an illusory report as to what the campaign
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is coating." He said that his amendment would give voters Nosme
idea of how much money is being spent in the campaign 3 or 4
days before the election -- and put into the campaign at that
time." Senator Pastore remarked regarding the amendment that

"(wihat we are trying to do is avoid a deliberate dumping . . .
the deliberate act of dumping at the last moment that presents

the problem, and that is all this is intended to cover."
Senator Packwood's amendment was agreed to by voice vote. 117
Cong. Rec. 30,051 (1971), reprinted in Legislative History of
Federal Election Campaign Act of 1971 at 575 (GPO 1981).

Pursuant to 2 U.S.C. 5 434(a)(6)(A), the Lonsdale Committee
was required to notify the Commission, in writing, of all
contributions of $1,000 or more received from October 18, 1990
to November 3, 1990 within 48 hours of their receipt. The
Lonsdale Committee received three (3) contributions during the
period prior to the general election that required such written
notification to the Commission. The contributions that should
have been reported within 48 hours of their receipt are as

follows:

Contributor Name Date Amount

Patricia Gainsforth 10/18/90 $ 1,000

Harry K. Lonsdale (Personal Loan) 10/18/90 $ 5,000Harry K. Lonsdale (Personal Loan) 10/23/90 $56,000

TOTAL $62,000

The above contributions were not reported to the Commission

until the Lonsdale Committee filed its 1990 30 Day Post-General



Report, which was received by the Commission on December 6,

1990.

Based on the dates of receipt as reported by the Lonsdale
Committee, all of these contributions should have been included
on the 48 hour notices filed by the Lonsdale Committee prior to
the 1990 general election. They were not included in these
notices. Accordingly, the Office of the General Counsel intends
to recommend that the Commission find probable cause to believe
the Lonsdale Committee violated 2 U.S.C. 5 434(a)(6).

B. EXCESSIVE CONTRIBUTIOS

The Act states that no person may make a contribution to a
candidate for federal office, or his authorized political
committees, in excess of $1,000 per election. 2 U.S.C.
5 441a(a). Pursuant to 2 U.S.C. S 441a(a)(2)(A), multicandidate
political committees are prohibited from making contributions in
excess of $5,000 to any candidate and his authorized political
committees with respect to any election for federal office.
Pursuant to 2 U.S.C. 5 441a(f), candidates and political

committees are prohibited from knowingly accepting any
contribution in violation of the provisions of Section 441a.
Pursuant to 2 U.S.C. $ 431(8)(A), a "contribution" includes any
gift, subscription, loan, advance, or deposit of money or
anything of value made by any person for the purpose of

influencing any federal election.

The Act specifically provides that the contribution

limitations shall apply separately with respect to each
election. 2 U.S.C. 5 441a(a)(6). The treasurer of a political



committee has the responsibility for determining the legality of

any contributions received by the committee. 11 C.F.R.

S 103.3(b). Pursuant to 11 C.F.R. SS 110.1(b)(3)(i) and

110.2(b)(3)(i), contributions designated in writing for a

particular election, and that are made after that election, shall

be made only to the extent that they do not exceed net debts

outstanding. When the treasurer of an authorized political

committee receives post-election contributions in excess of net

debts outstanding for that election, within ten days of receipt

the treasurer must either deposit the contribution or return it

to the contributor. Id. If deposited, the treasurer may

request a written redesignation of the contribution by the

contributor for a different election. 11 C.F.R. 55 110.1(b)(3)

and (5) and 110.2(b)(3) and (5). Once deposited, the treasurer

has sixty (60) days from the date of receipt to obtain a written

redesignation of the contribution by the contributor.

11 C.F.R. S 103.3(b)(3) and 110.1(b); see also 11 C.F.R.

5 110.2(b). If such a contribution is not redesignated, it must

be refunded to the contributor within sixty (60) days of its

receipt. 11 C.F.R. 55 103.3(b)(3), 110.1(b)(3), and

10.2(b)(3).

As indicated, post-election contributions which are

designated for a particular election may only be accepted to the

extent the contributions do not exceed the Committee's net debts

outstanding for that election. Accordingly, if net debts

1. The treasurer may also seek to obtain a reattribution of
the contribution. See, e.g, 11 C.F.R. S l10.1(b)(3).
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outstanding exist, then as additional funds are received and
expenditures made, the amount of net debts outstanding shall be

adjusted. 11 C.F.R. SS 110.1(b)(3)(iii) and 110.2(b)(3)(ii).

Pursuant to 11 C.F.R. S 113.1(e), "excess campaign funds"

are amounts received as contributions by a candidate which he or

she determines to be in excess of any amounts necessary to

defray campaign expenditures. Excess campaign funds may be used

for any lawful purpose including another election. 11 C.F.R.

$ 113.2.

The Lonsdale Committee reported contributions totaling

$49,345.98 from fifty-three (53) individuals and two (2)

multicandidate political committees designated for the

1990 primary election but received after the primary election.

According to the Lonsdale Committee's disclosure reports, these

contributions were used to pay expenses incurred in connection

with the 1990 general election. The Lonsdale Committee

disclosed the receipt of the contributions between August 29,

1990 and November 6, 1990. The Commission notified the Lonsdale

Committee on December 11, 1990 regarding the 1990 October

Quarterly and 12 Day Pre-General Reports. This notification

pointed out that the receipt of contributions designated for the

1990 primary election appeared to be in excess of the reported

net debts outstanding for that election. The notice instructed

the Lonsdale Committee to either refund the contributions to the

donors or obtain from the donors redesignations of the

contributions in writing.



On January 8, 1991* the Commission notified the Lonsdale
Committee regarding the 1990 30 Day Post-General Report and

again noted the receipt of contributions designated for the 1990

primary election which appeared to be in excess of the reported

net debts outstanding for that election. The notice instructed

the committee to either refund the contributions to the donors

or obtain from the donors redesignations of the contributions in

writing.

The written notices originally sent to the Lonsdale

Committee regarding their reports addressed the issue of the

receipt of Post-primary contributions in excess of the reported

net debts outstanding for that election. Upon further review,

it appears that the Lonsdale Committee accepted lawfully the

post-primary contributions because it reported net debts

outstanding from the primary in excess of the Post-primary

contributions. However, instead of using the Post-primary

contributions to reduce the net debts outstanding from the

rprimary election, the Lonsdale Committee used the post-primary
>contributions to defray expenses in connection with the upcoming

general election.

The Commission's Regulations clearly state that a

post-election contribution, that is designated in writing for

that election, shall be made only to the extent that it does not

exceed net debts outstanding from that election. ii C.F.R.

SS l10.1(b)(3) and 110.2(b)(3). The Regulations add that as

additional funds are received and expenditures are made in

connection with post-election contributions, the amount of the
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,et debts outstanding shall be adjusted. Id. Hence, the

Central provision for these regulations is that post-election

contributions be used to retire debts. According to the

Explanations and Justifications for the Commission's

Regulations,

Campaign committees may retain and use
designated post-election contributions so
long as they have net debts outstanding from
that election at the time the contributions
are received. Once a committee's net debts
have been extinguished, any contributions
designated to pay those debts must be
returned, refunded, redesignated or
reattributed.

52 Fed. Reg. 760 (Jan. 9, 1987). The intent of the Commission's

Regulations is to allow campaign committees to accept

post-election contributions, as long as those contributions do

not exceed net debts outstanding, in order to provide committees

with an avenue to reduce the debts incurred during an election.

...Furthermore, section 441a(a)(1)(A) and
(2)(A) of the FECA limits the amounts that
may be contributed "with respect to any
election for Federal office." 2 U.S.C.
5S 441a(a)(1)(A) and (2)(A). The Commission
believes that funds given to a candidate
after an election is over cannot meet the
Act's requirements that contributions be
made with respect to and for the purpose of
influencing that election unless they could
be used to retire outstanding debts from
that election. Absent such debts,
contributions to past elections would, in
reality, influence future elections. Hence,
the net debts rule, by effectuating the
contribution limits, furthers the
fundamental goal of the FECA which is to
protect the integrity of the electoral
process.

(Emphasis added.) Id.
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Historically, the Commission has given campaign committees

wide discretion under the Act as to how they may spend excess

campaign funds. The Commission's Regulations do not explicitly

prohibit committees from declaring excess campaign funds from an

election before retiring the outstanding debts from that

election. However, the Commission also has identified

permissible uses for funds remaining from an election when there

are net debts outstanding from an earlier election. Pursuant to

11 C.F.R. 5 ll0.1(b)(3)(iv), campaign committees are permitted

to use properly received general election contributions to pay

primary election debts and obligations. Accordingly, the

Commission has permitted campaign committees to use the excess

campaign funds remaining from one election to defray debts from

a prior election. See Advisory Opinions 1989-22, 1986-8, and

1980-32.

Therefore, in keeping with the provisions and policy set

forth above, the Lonsdale Committee could not have used lawfully

the post-primary contributions for any other purpose aside from

retiring the primary debt. Accordingly, because a larger amount

of net debts outstanding existed from the primary election than

the amount of post-primary contributions, the Lonsdale Committee

could not declare lawfully the post-primary contributions to be
excess campaign funds. Thus, it was improper for the Lonsdale

Committee to use these contributions to defray general election

expenses.

In addition, the Lonsdale Committee's use of the

post-primary contributions for the upcoming general election



resulted in the receipt of excessive contributions for the

general election. This occurred because the donors of the

post-primary contributions had already contributed up to their

limitation for the general election. Consequently,

redesignations from the contributors for the primary to the

general election would not remedy the receipt of excessive

contributions. The Lonsdale Committee would have to refund to

contributors the post-primary contributions. To date, the

Lonsdale Committee has refunded $37,955 of the $49,345.98

excessive contributions, but not within sixty days of receipt of
cO

the contributions.

Therefore, the post-primary contributions made by

individuals and political committees that had already

contributed $1,000 to the general election became excessive

O0 contributions to the general election pursuant to 2 U.S.C.

5 441a(a)(1)(A) and 441a(a)(2)(A). For these reasons, this

Office intends to recommend that the Commission find probable

cause to believe that the Lonsdale Committee violated 2 U.S.C.

S 441a(f).

III. GENERAL COUNSEL'S RECO MENDATION

The Office of the General Counsel recommends that the
Commission find probable cause to believe that Lonsdale for
Senate 90 and Dana Hanson Nehl, as treasurer, violated 2 U.S.C.
SS 434(a)(6) and 441a(f).

Date /Lawrence M.
General Counsel
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January 6, 1993

Tamara Kapper
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 3461 - Lonsdale for Senate 90

Dear Ms. Kapper:

This letter is to request an extension of time of 20 days
to respond to the General Counsel's brief recommending a
finding of probable cause in the above-referenced Matter Under
Review.

This extension is requested because of the need to
coordinate the response and the development of factual
information with the 1990 Lonsdale campaign in Oregon, a
campaign which no longer has any paid staff or officoe. The

0%, volunteers assisting in this effort must make time available
from other responsibilities, which complicates this long-

CD distance coordination.

1W) The General Counsel's brief was received by this office
on January 4, 1993. A response within the original 15-day
deadline would be due on January 19, 1993. An extension of 20

, days would establish a new due date of February 8, 1993.

Oh .4If you have any questions or need additional information,
please contact the undersigned.

Very truly yours,
\ / -, --

116321-000I /DA930060.0071
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ms. Judith L
Perkins Coie
607 14th Str
Washington,

Dear Ms. Cor

This is
which we reci
twenty (20) c
General Couni
probable cau8
matter. Afts
letter, the C
requested ext
extension vii
matter. Your
February 8, 1

If you h
219-3690.

I Vr"'2 FEOERAL ELECTION COMMISSION
WASHNGTM DC. MW

January 8, 1993

* Corley, Esquire

eat, N.N.
D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate and Dana
Hanson Nehl, as treasurer

Ley:

in response to your letter dated January 6, 1993,ived the same day, requesting an extension oflays, until February 8, 1993, to respond to theel's Brief recommending that the CoUmission findie to believe a violation occurred in the aboveDr considering the circumstances presented in yourffice of the General Counsel has granted theension. This Office intends that the granted
1 significantly facilitate the resolution of this
response is due by the close of business on993.

ave any questions, please contact me at (202)

Sincerely,

Tanara K. Kapper
Paralegal
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February 8, 1993

Uj

Tamara Kapper
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MR 3461 -- Lonsdale for Senate and Dana Hanson

Nehl, as treasurer

Dear Ms. Kapper:

This is in response to the notification from the
Commission that the General Counsel is prepared to recommend
that the Commission find probable cause to believe that
violations have occurred. Respondents believe that this
finding would be inappropriate and ask that the Commission
dismiss this matter and take no further action.

48-3m_ m wwaTS

The General Counsel recomends that the Commission find
probable cause to believe that Respondents violated the law by
failing to disclose on 48-hour reports three contributiomm:
two candidate loans ($5,000 and $56,000) and one individual
contributor contribution ($1,000). As described in
Respondents' earlier submission, the Lonsdale Comittee had a
specific and efficient system for disclosing contributions
during the 48-hour period. The single individual contribution
was missed only because it arrived at a satellite campaign
office where the workers did not know of the 48-hour report
requirements. All other individual and PAC contributor
48-hour reports were properly filed. Taken alone, this single
missed $1,000 contribution does not amount to a significant
violation of the 48-hour reporting requirements.

That leaves the candidate's personal loans to the
campaign. Respondents continue to believe, as discussed in
their earlier submission, they were not given adequate time to
correct their misunderstanding of the law on the disclosure of
candidate loans under the 48-hour reporting provisions. By
the time the Commission had notified Respondents of a similar
violation in connection with pre-primary candidate loans, the

116321-0001/DA930350.079}
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Tamara Rapper
February 8, 1993
Page 2

reporting period for the pre-general election 48-hour reports
had passed. Penalizing Respondents a second time for what is
essentially the same violation, especially after they did not
have any opportunity to correct their procedures after the
finding of the first violation, is unfair.

It is also contrary to the Commission's long-standing
policy of encouraging voluntary compliance with the election
laws through education and assistance. The General Counsel's
brief notes that the Commission's Information Division sent a
notice regarding the 48-hour reporting requirements to
participants in the 1990 election dated October 1, 1990.1 The
brevity of that notice with no mention of candidate loans is
noticeable compared to the Commission's subsequent
informational efforts on the 48-hour reporting requirements.
See, e.g., September 1992 FEC Record at p. 6.

More important, however, is the fact that the vigorous
enforcement of the 48-hour reporting requirement in this case
distorts its true purpose. The General Counsel's brief, in
supporting this enforcement effort, quotes at length from a
colloquy between Senators Packwood and Pastore during the
floor debates on the Federal Election Campaign Act of 1971.2
The brief quotes Senator Packwood as supporting the last
minute reporting requirements because it would give voters
"some idea of how much money is being spent in the campaign 3
or 4 days before the election -- and put into the campaign at
that time." General Counsel's brief at p. 4. The quotation
omits the following relevant language: ". . . put in to the
campaign at that time, I my add. in most cases. to avoid the
report bein made which has to be filed in the last
pre-election reDort."

IThe General Counsel's brief actually states that the date of the
notice was October 1, 1991, but we have assumed that this is a
typographical error.

2 It is interesting to note that at the time of the colloquy in

question, Senator Packwood's amendment provided for last minute reporting
of contributions in excess of $5,000, not the $1,000 threshold that was
eventually adopted.

(16321-4001 DA930330.0791 2MV/3
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This quote is telling, as are the others used by the
General Counsel:

Senator Packwood: "• • . there is this probability
• . . an extraordinarily large amount of money comes
into the campaign -- I think deliberately
Rrearranged -- after the deadline for pre-election
reporting."

Senator Pastore: "[w]hat we are trying to do is
avoid a deliberate dumDing . . . the deliberate act
of dumping at the last moment . ."

Senator Pastore, in the same passage quoted above, goes on to
observe that "I don't think the practice [of deliberate
dumping] is very much indulged in. Any candidate who runs for
a very important office, like a Federal office, usually the
money is in long before the 5-day filing period."

This is precisely the situation that did S21 exist for
Harry Lonsdale during the period immediately preceding the
1990 general election. The 1990 Oregon Senate election was a
classic example of an unheralded challenger making a serious
last minute charge at a previously believed safe incumbent.
To protect the incumbent, huge amounts of money poured into
the race. As a challenger little known even in his own party,
Mr. Lonsdale was unable to raise sufficient funds to
effectively counter this effort. He turned to his own
personal funds in an effort to survive.

The Commission cannot consider this case in a factual
vacuum. This is not a case of a "deliberate dumping" of funds
at the last minute, or of a "deliberately prearranged" flood
of late contributions, or of an attempt to circumvent the
pre-election disclosure provisions. The circumstances that
concerned the Senators when enacting the last minute
contribution provisions were simply not present.

With this historical context, added to the specific facts
of the 1990 Oregon race, the further enforcement of this
provision against Respondents is unwarranted. Again,
Respondents ask that this matter be dismissed and no further
action taken.

[16321-000I/DA930350.079] 2/9M
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The General Counsel also recommends that the Commission
find probable cause to believe that Respondents violated the
Act by accepting excessive contributions in connection with
the 1990 general election. These excessive contributions have
been identified as contributions designated by the
contributors for primary election debt retirement, but used by
the campaign for general election expenses.

The General Counsel's brief goes on at some length in an
attempt to provide a legal basis for the recommendation of a
finding of probable cause on this issue. This effort in the
end fails, because, as the General Counsel's brief itself
concedes:

The Commission's Regulations do not explicitly
prohibit committees from declaring excess
campaign funds from an election before retiring
the outstanding debts from that election.

Not only do the Commission's regulations not prohibit
such a declaration, but published rulings of the Commission
have stated the opposite. Z22, gbgq AO's 1986-5, 1986-8,
1986-9, Re: AOR 1976-101.

As support for its recommndation, the General Counsel's
brief cites several provisions of the regulations governing
the receipt of contributions for debt retirement, none of
which the Respondents have violated:

Page 8: "The Commission's Regulations clearly state
that a post-election contribution, that is
designated in writing for that election, shall be
made only to the extent that it does not exceed net
debts outstanding from that election."

None of the contributions accepted for primary debt
retirement by the Lonsdale campaign were in excess
of the net debts outstanding from that election.

Pages 8-9: ". . .as additional funds are received
and expenditures made in connection with the post-
election contributions, the amount of the net debts
outstanding shall be adjusted."

I16321-O001WDA930350.0791
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As the Lonsdale campaign received contributions for
primary debt retirement, the amount of money
available to be raised toward that debt was reduced
accordingly.

Page 9: "The Coamission believes that funds given
to a candidate after an election is over cannot meet
the Act's requirements that contributions be made
with respect to and for the purpose of influencing
that election unless they could be used to retire
outstanding debts from that election. Absent such
debts. contributions to 2ast elections would. in
reality, influence future elections." (Quote from
FEC's Explanation and Justification; emphasis in
General Counsel's brief.)

The Lonsdale campaign had outstanding debts from the
primary election for which the contributions in
question were raised. Note that the language above
states "unless they could used to retire
outstanding debts . . .", not "unless they AM used
to retire outstanding debts . *. "$

Page 10: "However, the Commission has also
identified permissible uses for funds remaining from
an election when there are net debts outstanding
from an earlier election." (The brief goes on to
cite several advisory opinions that allowed excms
general election funds to be used to retire primary
election debts.]

These opinions address a factual situation that is
not present in the Lonsdale case.

3As noted in Respondent's earlier submission, the frailty of the
General Counsel's position is further underscored by the fact that the
majority of the debts from the primary were owed to Mr. Lonsdale hilmelf.
The campaign could have used the contributions in question in this case to
repay Mr. Lonsdale for his primary election loans, and Mr. Lonsdale could
have imediately reloaned the funds to his campaign for the general
election. The result is the same: the same contributions used for the
sa general election expenses, but somehow now completely illegal. This
would seem to be a classic case of exacting form over substance.

(16321- 1/DA9050.0792 2/V3
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From this legal basis, the General Counsel's brief leaps
to the conclusion that:

1. "Therefore, . . . the Lonsdale Committee could not
have used lavfully the post-primary contributions
for any other purpose aside from retiring the
primary debt;" and

2. "Accordingly, . . . the Lonsdale Committee could not
declare lawfully the post-primary contributions to
be excess campaign funds;" and

3. "Thus, it was improper for the Lonsdale Committee to
use these contributions to defray general election
expenses."

All this, despite the General Counsel's previously stated
conclusion that the Commission's regulations do not prohibit a
campaign from declaring excess campaign funds before its debts
are paid. This simply does not follow. The Commission may
choose to exercise its discretion in interpreting the statute
to bring about this conclusion, but it has not yet done so.
Published opinions state the contrary conclusion. The General
Counsel's own brief admits the regulations do not currently
prohibit the activity undertaken by the Lonsdale campaiqn.

While it is true that agencies may modify or change
existing rules or policies, they must do so in a manner
consistent with "reasoned decision-making." Ga Boston
Television Cor. v. F.C.C., 444 F.2d 841 (D.C.Cir. 1970),
cert. denied, 403 U.S. 923 (1971). Reasoned decision-making
mandates that an agency not "casually ignore its own past
decisions (and] [d]ivergence from agency precedent d an
explanation." Hall v. McLaughlin 864 F.2d 868 (D.C.Cir 1989).
In what has now been termed "the classic direction for a
reviewing court", jL., Judge Levanthal wrote

Judicial vigilance to enforce the Rule of Law
in the administrative process is particularly
called upon where . . . the area under
consideration is one wherein the Commission's
policies are in flux. An agency's view .
may change . . . [b]ut an agency changing its
course must supply a reasoned analysis
indicating that prior policies and standards
are being deliberately changed, not casually

(16321-I0001DA930350.0791 2AM
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ignored, and if an agency glosses over or
swerves from prior precedents without
discussion it may cross the line from the
tolerably terse to the intolerably mute.

Greater Boston, 444 F.2d at 852.

Thus, the issue is not whether an agency may change its
course, but whether it has done so in a reasoned fashion, and
its reasoning is permissible. Consolidated Edison of New
York. Inc. V. F.E.R.C., 823 F.2d 630 (D.C.Cir. 1987).

Even in instances where an agency has authority to act,
but in the past has chosen not to exercise this authority,
there arises an obligation to protect parties from reliance on
the agency practice. Eastern Carolina Broadcasting Co. v.
F.CoC, 762 F.2d 95 (D.C. Cir. 1985). As stated, "abrupt
changes in discretionary agency practice or interpretation
require some degree of notice . . . when the change threatens
to penalize parties for reasonable reliance on the prior
practice." Id.

The Commission should not penalize the Lonadale Camittee
simply because it does not like what the Committee did. ?here
is no basis in the Commission's regulations to find that the
Lonsdale Committee violated the law. The Commission should
dismiss this matter and take no further action.

(16321-01/DA930350.079J 2AM7
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)S WIIYE
Lonsdale for Senate 90 ) NUR 3461
and Dana Hanson Nehl, )
as treasurer )

GENERAL COUNSEL S REPORT

I. BACKGROIND

On December 19, 1991, the Commission found reason to

believe that Lonsdale for Senate 90 and Shirley Richards, as
1

treasurer, (the "Lonsdale Committee") violated 2 U.S.C.

S 441a(f) for the receipt of excessive contributions totalling

$49,345.98 from fifty-three (53) individuals and two (2)

political committees. On that same date, the Commission also

found reason to believe that the Lonsdale Committee violated

2 U.S.C. S 434(a)(6) for the failure to file forty-eight hour

notifications (*48 Bour Notices") for three (3) contributions

totalling $62,000. Two of the contributions were from the

candidate in the form of loans totalling $61,000, and the third

contribution was from an individual for $1,000.

Efforts to resolve this matter prior to a finding of

probable cause to believe were unsuccessful. Thus, on

December 29, 1992, this Office sent a General Counsel's Brief

notifying Respondents that this Office was prepared to recommend

that the Commission find probable cause to believe that the

1. On April 14, 1992, the Lonsdale Committee submitted an
amendment to its statement of organization notifying the
Commission that the new treasurer is Dana Hanson Nehl.



LonSdale Committee violated 2 U.S.C. $1 434(a)(6) and 441a(f).

On February 8, 1992, counsel for Respondents submitted a

responsive brief. Attachment 1.

Il. ANALYSIS (The General Counsel's Brief is incorporated by
reference.)

A. Failure to File 48 Hour Notices

In their responsive brief, Respondents request that the

Commission take no further action and dismiss the matter.

Respondents, however, present no new mitigating factors

surrounding their failure to file the 48 Hour Notices at issue

0 in this matter. Rather, Respondents reiterate the arguments

they presented to the Commission in response to the reason to

C believe finding. See the General Counsel's Report dated

"- June 17, 1992. Respondents tacitly admit that they

N misunderstood the law regarding the filing of 48 Hour Notices

for last-minute contributions, but contend that they were not

given adequate time to avoid violating 2 U.S.C. S 434(a)(6)

again in connection with the general election. AttaChment 1,

page 1.

Respondents charge that the letter sent to them on

October 1, 1990, from the Commission's Information Division

regarding the 48 Hour Notice reporting requirements differs

greatly from the current notices being sent to principal

campaign committees. Attachment 1, page 2. Specifically,

counsel for Respondents asserts that, "The brevity of that

notice with no mention of candidate loans is noticeable compared

to the Commission's subsequent informational efforts on the



48-hour reporting requirements. Bee, e , September 1992 F3C

Record at p. 6." Id.

It is true that during the 1991-1992 election cycle the

Commission took extra measures to inform principal campaign

committees of the types of contributions that are required to be

reported on a 48 hour basis. However, the Commission explicitly

took into consideration the confusion that occurred during the

1989-1990 election cycle when it found reason to believe and

sent the initial pro-probable cause conciliation agreement in

this matter. See the First General Counsel's Report dated
0D December 9, 1991. Thus, Respondents' implication that they were

treated unfairly is unwarranted.

.- Respondents' argument is further undercut by the fact that

they received additional notice of the 48 hour reporting

requirements from the Reports Analysis Division ("RAD'). In

closed NUR 3203, these same Respondents failed to file a 48-Hour

Notice for a loan from the candidate prior to the 1990 primary

election. Respondents were sent a notice from RAD on October 2,

1990, prior to the general election, which pointed out that

loans from the candidate were considered contributions that

required the filing of 48 Hour Notices. Thus, contrary to

Respondents' argument, they received explicit notice of the

48 Hour Notice filing requirements with regard to candidate

loans and other last minute contributions in sufficient time to

file 48 Hour Reports for the contributions subsequently received

on October 18 and October 23, 1990.



In light of the foregoing, the Office of the General

Counsel recommends that the Commission reject Respondents,

request to take no further action in this matter and find

probable cause to believe that Respondents violated 2 U.s.C.

1 434(a)(6), by failing to file 48 Hour Reports for three

contributions totalling $62,000.

B. Excessive Contributions

Counsel also requests that the Commission dismiss this

matter and take no further action regarding the Lonsdale

Committee's use of post-primary contributions collected to

retire 1990 primary election debt, but which were instead used

to defray upcoming general election expenses. According to
D

Respondents, the current Commission regulations do not

explicitly prohibit committees from declaring excess campaign

funds from an election before retiring the outstanding debts

D from that election. Respondents argue that the Commissions

conclusion that the Lonsdale Committee could not have used the

post-primary contributions lawfully for any other purpose, aside

from retiring the primary debt, does not follow from the

Commission's regulations. Respondents contend that, *The

Commission may choose to exercise its discretion in interpreting

the statute to bring about this conclusion, but has not yet done

so." Attachment 1, page 6. Respondents further imply that the

Commission is ignoring its own past decisions in matters of

similar nature and diverging from agency precedence without

offering Respondents an explanation. Id. Respondents conclude

by stating, "The Commission should not penalize the Lonsdale



Committee simply because it does not lik* what the Committee

did. There is no basis in the Commission's regulations to find

that the Lonsdale Committee violated the law.' Id.

This Office recommends that the Commission reject

Respondents' request for no further action because Respondents

violated 2 U.S.C. S 441a(f) by soliciting post-primary

contributions to retire primary election debt and, instead,

using those contributions for the general election. Further,

Respondents have failed to provide the Commission with any

additional mitigating circumstances as a basis for this request.

Although this case is unique -- both factually and

legally -- the Commission was correct to determine that

Respondents violated 2 U.S.C. 5 441a(f) by using the

post-primary contributions for the upcoming general election

instead of reducing the debt from the primary election. The

Lonsdale Committee was lawfully able to accept post-election

contributions designated for the 1990 primary election because

of the existence of net debts outstanding from that election.

The Lonsdale Committee collected post-election contributions

designated for the primary election as permitted under the Act,

but instead of paying debts owed from the primary election, it

used those contributions for expenses incurred for the upcoming

1990 general election. Thus, the Lonsdale Committee converted

those post-election contributions designated for the primary

election into contributions for the general election.

If net debts outstanding exist from an election, then

excess campaign funds cannot exist until those debts are



extinguished. The Lonsdale Committee could not lawfully use

primary election contributions for the general election since

there were no excess campaign funds from the primary election.

Thus, post-election contributors who had already contributed

$1,000 to the general election and whose primary contributions

were converted to pay general election expenses became excessive

contributors to the general election, pursuant to 2 U.S.C.

S 441a(a)(1)(A). Correspondingly, Respondents accepted

contributions in excess of the limitations in violation of

2 U.S.C. 5 441a(f).

Respondents' argument that the Commission is ignoring its

own past decisions and diverging from agency precedent is
D

incorrect. First, there are no relevant past decisions nor have

Respondents cited to any.2 Moreover, as discussed above, the

Commission's action in this matter is based upon a sound

construction of the law and its regulations.

Respondents' final argument that the Commission is

penalizing the Lonsdale Committee because it does not like what

it did is plainly without merit. The Commission is proceeding

against Respondents in this matter because they have violated

the Act. Accordingly, this Office recommends that the

Commission reject Respondents' request to take no further action

2. In their responsive brief, Respondents cite Advisory
Opinions ("AO"), 1986-5, 1986-8, 1986-9 and Advisory Opinion
Request ("AOR") 1976-101, in support of their position regarding
the use of excess campaign funds. However, the Commission has
previously determined that the aforementioned AOs dealing with
the use of excess campaign funds cited by Respondents were not
relevant to Respondents' actions in this matter. See the
General Counsel's Report dated June 17, 1992.



" this atterand. 'In ight of the above, this offie

rei s that the Comission find probable cause to believe

that Lonsdale for Senate 90 and Dana Hanson Kehl, as treasurer,

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

111. DISCUSSION 0F CONCILIATION AND CIVIL PNALTY
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111. RECOMT.IDATIOIS

1. Reject the request of Lonsdale for Senate 90 and
Dana Hanson Nehl, as treasurer, to take no further action
in this matter.

2. Find probable cause to believe that Lonsdale for
Senate 90 and Dana Hanson Nehl, as treasurer, violated
2 U.S.C. SS 434(a)(6) and 441a(f).

3. Approve the proposed conciliation agreement and the
appropriate letter.

Date* "L v i W~
Da**Lawrence M. Mble

Gneral Counsel

Attachments
1. Responsive Brief, dated 2/8/93
2. Proposed Conciliation Agreement

Staff ember: Tamara K. Kapper
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FEDERAL ELECTION COMMISSION
WASHI%CTO% DC 20461

NORADIDUM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE N. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/BOuIE J. ROSS
COMMISSION SECRETARY

SEPTEMBER 24, 1993

MUR 3461 - GENERAL COUNSELIS REPORT
DATED SEPTEMBER 20, 1993.

The above-captioned document was circulated to the

Commission on Tuesday, Septeber 21. 1993 at 4:00

Objection(s) have been received from the

Commissioner(s) as indicated by

Commissioner Aikens

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas

This matter will be placed

for Tuesday, October 5, 1993

the name(s) checked below:

m

on the meeting agenda

Please notify us who wili represent your Division before
the Commission on this matter.
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52FrEs THU tENDIUM. sLaCTIOR ComrN!seZof

In the Matter of )
) Ui 3461

Lonsdale for Senate 90 )
and Dana Hanson Nehl, as treasurer )

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on October 5,

1993, do hereby certify that the Commission decided by a

vote of 6-0 to take the following actions in NUR 3461:

1. Reject the request of Lonsdale for Senate
90 and Dana Hanson Nehl, as treasurer, to
take no further action in this matter.

2. Find probable cause to believe that
Lonsdale for Senate 90 and Dana Hanson
Nehl, as treasurer, violated 2 U.S.C.
55 434(a)(6) and 441a(f).

3. Approve the proposed conciliation agreement
and the appropriate letter as recommended
in the General Counsel's report dated
September 20, 1993.

Commissioners Aikens, Elliott, McDonald, McGarry,

Potter, and Thomas voted affirmatively for the decision.

Attest:

AAAA &A " . lose# "00/
NarjUrie W. Emmons-

cretary of the Commission

Da -Date

VT "~ WWI



S FEDERAL ELECTION COMMISSION
WASHINGTON. C. W%3

OCTOBER 12, 1993

Judith L. Corley, Esquire
Perkins Cole
607 14th Street, N.V.
Washington, D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate 90 and
Dana Hanson Nehl, as
treasurer

Dear Ms. Corley:

On October 5, 1993, the Federal Election Commission (the
Comosion) rejected your clients, Lonsdale for Senate 90 andDana Hanson Kehl, as treasurer, request for no further action inthis matter. On that same date, the Commission found that there
Is probabl, cause to believe your clients violated 2 U.S.C.
SJ 434(a)(6) and 441a(f), provisions of the Federal ElectionC Iala Act of 1971, as amended, in connection with theirfaiore to file timely 48 hour notifications and their receipt
of excessive contributions.

lb. 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 aconciliation agreement with a respondent. If we are unable toreach 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 withthe provisions of the enclosed agreement, please sign and return
it, along with the civil penalty, to the Commission within tendays. I will then recommend that the Commission accept the
agreement. Please make your check for the civil penalty payable
to the Federal Election Commission.



If you havo any questions or suggestions for changes in theenclosed conciliation agreement, or if you wish to arrange a
meeting in connection with a mutually satisfactory conciliation
agreement, please contact Tamara Rapper, the staff member
assigned to this matter, at (202) 219-3690.

Lawrence H. Noble
General Counsel

Enclosure
Conciliation Agreement
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BEIORE TE FEDERAL ELECTION COMMISSION

In the Matter of)
) UR 3461 S M R

Lonsdale for Senate 90 )
and Dana Hanson Nehl, )
as treasurer

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On October 5, 1993, the Federal Election Commission ("the

Commission") found probable cause to believe that Lonsdale for

Senate 90 and Dana Hanson Nehl, as treasurer, ("Lonsdale

Committee") violated 2 U.S.C. SS 434(a)(6) and 441a(f) for the

failure to file timely 48 hour notifications and the receipt of

excessive contributions. On that same date, the Commission

approved a proposed conciliation agreement which provided for an

admission of the violations and a civil penalty.

After receiving no response to the Commission's proposed

agreement, staff from this Office contacted counsel for the

Lonsdale Committee on December 8, 1993, to inquire whether

Respondents intended to respond to the Commission's

determination. Counsel stated that they were re-evaluating

their position in light of the Court's opinion in FEC v. NRA

Political Victory Fund, et al., No. 91-5360 (D.C. Cir. Oct. 22,

1993) ("NRA"). Staff from this Office requested that

Respondents submit their response in writing. Counsel stated

that a written response would be forthcoming.



11. RSCOII3NIDD ACTION IN LIGHT OF FEC V. NRA

Based upon the original referral from the Reports Analysis

Division and consistent with the Commissionts November 9, 1993,

decisions concerning compliance with the =a opinion, this

Office recommends that the Commission ratify the determinations

to: 1) open a 1U1; 2) find reason to believe that the Lonsdale

Committee violated 2 U.S.C. SS 434(a)(6) and 441a(f); and
3) approve the factual and legal analysis that was attached to

the First General Counsel's Report dated December 9, 1991.

Based upon the General Counsel's probable cause brief, the

response dated February 8, 1993, and the General Counsel's

Report dated September 20, 1993, this Office also recommends

that the Commission revote the determination to find probable

cause to believe that the Lonsdale Committee violated 2 U.S.C.

S 434(a)(6) and 441a(f). For the convenience of the
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"ItI on, thiS Off f£C has attedhedth. dertiffeat ons in this

matter dated December 24# 191, and October S, 1993.

Attachments 2 and 3v respectively.

Ill. DISCUSSION O CONCILIATION AND CIVIL PENALTY
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1I. R3CORmDATXOIS

1. Ratify the determination to open a MUR.

2. Ratify the determination to find reason to believethat Lonsdale for Senate 90 and Dana Hanson Nehl, astreasurer, violated 2 U.S.C. 55 434(a)(6) and 441a(f).

3. Ratify the determination to approve the factual andlegal analysis that was attached to the First General
Counsel's Report dated December 9, 1991.

4. Find probable cause to believe that Lonsdale forSenate 90 and Dana Hanson Nehl, as treasurer violated
2 U.S.C. 55 434(a)(6) and 441a(f).

5. Approve the attached conciliation agreement.
Attachment 1.

6. Approve the appropriate letter.

Date '

General Counsel

Attachment
1. Proposed Conciliation Agreement
2. Commission Certification dated 12/24/91
3. Commission Certification dated 10/5/93

Staff assigned: Tamara K. Kapper
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'.FrORV 1 FED8RAL B3LBCON CONISS ION

In the Matter of

LoMeale for Senate 90 and
Dana Hanson Nehl, as treasurer.

) UR 3461

CERTIFICATION

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

Commission, do hereby certify that on February 18, 1994, the

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

actions in MU! 3461:

1. Ratify the determination to open a NUR.

2. Ratify the deteraination to find reason to
believe that Lonsdale for Senate 90 and Dana
Hanson Kehl, as treasurer, violated
2 U.S.C. SS 434(a)(6) and 441a(f).

3. Ratify the determination to approve the
factual and legal analysis that was attached
to the First General Counsel's Report dated
December 9, 1991.

4. Find probable cause to believe that Lonsdale
for Senate 90 and Dana Hanson Nehl, as
treasurer violated 2 U.S.C. 55 434(a)(6) and
441a(f).

(continued)

* I



ftderal Blection Commission
Certification for NUR 3461
february 18, 1994

Page 2

5. Approve the conciliation agreement, as
recommended in the General Counsel's Report
dated February 15, 1994.

6. Approve the appropriate letter, as
recommended in the General Counsel's Report
dated February 15, 1994.

Commissioners Aikens, Elliott, McDonald, McGarry, Potter,

and Thomas voted affirmatively for the decision.

Attest:

Ser ary of the Comission

Received in the Secretariat: Tues., Feb. l5, 1994
Circulated to the Commission: Tues., Feb. 15, 1994
Deadline for vote: Fri., Feb. 18, 1994

10:40 a.m.
11:00 a.m.
4:00 p.m.

bjr

0

. A -,- ]I?---aA15 Amff-
Date



FEDERAL ELECTION COMMISSION

FFBRIIARY 23; 1994

Judith L. Corley, Esquire
Perkins Coie
607 14th Street, N.W.
Washington, D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate 90 and
Dana Hanson Nehl, as treasurer

Dear Us. Corley:

On October S, 1993t the Federal Election Conission found
that there is probable cause to believe your clients, Lonsdale
for Senate 90 and Dana Hanson Nehl, as treasurer
("Lonsdale Committee") violated 2 U.S.C. SS 434(a)(6) and
441a(f).

As you may be aware, on October 22, 1993, the D.C. Circuit
declared the Comission unconstitutional on separation of powets
grounds due to the presence of the Clerk of the House of
opr mmttives and the Secretary of the Senate or their

deligmes as members of the Commission. FEC v. mIA Political
vkot" v I 1.34 @21 (D.C. Cir. 1993)'t agttion got ert.

US No. 93-l1S, Jan. 18, 1994). Slo* the Wson
down, the Commission has taken several actions to

comply with the court's decision. while the Comission
petitions the Supreme Court for a writ of certiorari, the
Comission, 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 Comnission has adopted specific
procedures for revoting or ratifying decisions pertaining to
open enforcement matters.

In this matter, on February 18, 1994, the Comission
ratified its prior finding of reason to believe, and revoted to
find probable cause to believe that the Lonsdale Committee
violated 2 U.S.C. SS 434(a)(6) and 441a(f).



He. Corley, Esq.
Page 2

in view of the NRA decision and the reconstitution of the
Commission as aisTx member body, it is necessary that, your
clients sign the enclosed agreement reflecting those terms.
Please have your clients sign and return the enclosed agreement
to the Commission within ten days. The check for the civil
penalty should be made payable to the Federal Election
Commission.

The Commission has a duty to attempt to correct such
violations 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. Given the unique
circumstances engendered by the NRA decision, we intend to
complete these negotiations within3 as fw r nbet
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.

if you have any questions, please contact Tamara Rapper,
the staff member assigned to this matter, at (202) 219-3690.

Sincerely,

Lawrence R. Noble
General Counsel

Enclosure
Conciliation Agreement
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(202) 628-6600 * FACSIMILE (202) 434-1690

March1, 1994

Tamara Kapper
Office of the General Counsel
Federal Election Comission
999 E Street, N.W.
Washington, D.C. 20463

C

Re: MUR 3461 - Loasdale foZ leatO 90

Dear Ms. Kapper:

Please find enclosed the eited c liation agreement
in the above referenced Matter Under Review.

If you have any questions, please let me kmv.
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SECRETARIAT

BZFOE T33 FEDERAL ELECTION COMMISSION

In the atter of
MUR 3461

Lonsdale for Senate 90 )
and Dana Hanson Nehl, )SENSTIVEas treasurer)

GENERAL COUNSELS REPORT

I. BACKGROUND

Attached is a conciliation agreement that has been signed

by counsel for Lonsdale for Senate 90 and Dana Hanson Nehl, as

treasurer. Attachment 1.

The attached agreement contains no changes from the

agreement approved by the Commission on February 18, 1994.

Payment of the civil penalty has not been received by the

Coinission.

I I. RECOMMZNDATIONS

1. Accept the attached conciliation agreemnnt with
Lonsdale for Senate 90 and Dana Hanson Mehl, as treasurer.

2. Close the file in this matter.

3. Approve the appropriate letter.

DBate Lw~rence M. Noble
General Counsel

Attachment

Conciliation Agreement, dated 3/1/94

Staff Member: Tamara Kapper
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in the Ratter of

Lonsdale for Senate 90 and
Dana Hanson Nehl, as treasurer.

MUR 3461

CERTIFICATION

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

Commission, do hereby certify that on March 9, 1994, the

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

actions in NUR 3461:

1. Accept the conciliation agreement with
Lonsdale for Senate 90 and Dana Hanson Nehl,
as treasurer, as recommended in the General
Counsel's Report dated March 4, 1994.

2. Close the file in this matter.

3. Approve the appropriate letter, as
recommended in the General Counsel's Report
dated March 4, 1994.

Commissioners Alkens, Ulliott, McDonald# McGarry, Potter,

and Thomas voted affirmatively for the decision.

Attest:

Date-
Secretary of the Commission

Received in the Secretariat: Fri., Mar. 4, 1994 12:06 p.m.

Circulated to the Commission: Fri., Mar. 4, 1994 2:00 p.m.

Deadline for vote: Wed., Mar. 9, 1994 4:00 p.m.

bjr



FEDERAL ELECTION COMMISSION

MARCH 14, 19Q4

Judith L. Corley, Esquire
Perkins Cole
607 14th Street, N.W.
Washington, D.C. 20005-2011

RE: MUR 3461
Lonsdale for Senate 90 and
Dana Hanson Nehl, as treasurer

Dear Ms. Corley:

On March 9, 1994, the Federal Election Commission accepted
the signed conciliation agreement submitted on behalf of your

o clients, Lonsdale for Senate 90 and Dana Hanson Nehl, as
treasurer, in settlement of a violation of 2 U.S.C. S1 434(a)(6)
and 441a(f), provisions of the Federal Election CampWign Act of
1971, as amended (*the Act*). Accordingly, the file has been
closed in this matter.

The confidentiality provisions at 2 U.S.C. 5 437g(a)(12) no
0 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 folloving
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.

Please be advised that 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. S 437g(a)(4)(B). The enclosed conciliation agreement,
however, will become a part of the public record.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. Please note that the
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Civil penalty is due vithin 30 days of the conciliation
agreeent's effective date. If you have any questions, please
contact me at (202) 219-3690.

Sincerely,

Tamara Rapper
Paralegal

Enclosure
Conciliation Agreement



5F13 TUl FEDBRAL 3L3CTION COMMISSION

In the Matter of )
)

Lonsdale for Senate 90 and ) NUR 3461
Dana Hanson Nehl, as treasurer )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election

Commission ("Commission"), pursuant to information ascertained

in the normal course of carrying out its supervisory

responsibilities. The Commission found probable cause to

believe that Lonsdale for Senate 90 and Dana Hanson Nehl, as

treasurer, ("Respondents") violated 2 U.S.C. 55 434(a)(6) and

441a(f).

PNOW, THEREFORE, the Commission and the Respondents, having

O - duly entered into conciliation pursuant to 2 U.S.C.

0D S 437g(a)(4)(A)(i), do hereby agree as follows:

I. The Commission has jurisdiction over the 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. Harold Lonsdale was a candidate for the U.S. Senate

in the November 6, 1990 General Election in the state of Oregon.
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Lonsdale for Senate 90 is the authorized principal campaign

committee for Mr. Lonsdale's 1990 senatorial campaign.

2. Dana Manson Nhl is the current treasurer of

Lonsdale for Senate 90. At the time of the events at issue in

XUR 3461, Shirley Richards was the treasurer of Lonsdale for

Senate 90.

3. The Federal Election Campaign Act of 1971, as

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

candidates for federal office to notify either the Clerk of the

U.S. House of Representatives, the Secretary of the U.S. Senate,

or the Commission, and the Secretary of State, as appropriate, in

writing, of any 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. 2 U.S.C. I 434(a)(6)(A).

The Act further requires this notification to be made within

48 hours after the receipt of the contribution and to include the

name of the candidate and the office sought by the candidate,

identification of the contributor, the date of receipt and the

amount of the contribution. id. The notification of the

contribution shall be in addition to all other reporting

requirements. 2 U.S.C. 5 434(a)(6)(B).

4. The Act also states that no person may make a

contribution to a candidate for federal office, or his authorized

political committees, in excess of $1,000 per election. 2 U.S.C.

S 441a(a). Further, no multicandidate political committee nay



ask a contribution to a candidate for federal office, or his
authorised political committees, in excess of $5,000 per election.
2 U.S.C. I 441a(a)(2)(A). Pursuant to 2 U.S.C. I 441a(f),

candidates and political committees are prohibited from knowingly

accepting any contribution in violation of the provisions of

Section 441a.

5. The treasurer of a political committee has the

responsibility for determining the legality of any contributions

received by the committee. In the case of excessive

contributions, the treasurer has sixty (60) days from the date of
receipt to obtain a reattribution or redesignation of the

contribution to cure the illegality. 11 C.F.R. 55 103.3(b)(3),

110.1(b) and 110.2(b). Excessive contributions not reattributed

or redesignated must be refunded to the contributor within sixty

days of their receipt. 11 C.F.R. I 103.3(b)(3).

6. Pursuant to 2 U.S.C. I 431(8)(a), a *contribution"

is defined as any gift, subscription, loan, advance, or deposit of
money or anything of value made by any person for the purpose of

influencing any election for Federal office.

7. The Act defines a "person* as an individual.

partnership, committee, association, corporation, labor

organization, or any other organization or group of persons.

2 U.S.C. 5 431(11).

8. Pursuant to 2 U.S.C. 5 431(13), the "identification"

of an individual includes disclosing the name, sailing address,



And occupation of each individual, as well a8 the nae of hit or

er euployerg and in case of any other person, the full name and

mailing address of such person.

9. Respondents received a $1,000 contribution from an

individual and two (2) contributions in the form of loans from the

candidate, Harry K. Lonsdale, totaling $61,000 which were received

after the 20th day, but more than 48 hours before the 1990 General

Election.

10. On the 1990 30 Day Post-General Report, which was

received by the Commission on December 6, 1990, Respondents

disclosed the receipt of a $1,000 contribution from

Patricia Gainsforth on October 18, 1990. Respondents were
0

required to file a 48 Hour Notice no later than October 20, 1990.

11. On the 1990 30 Day Post-General Report, which was

D f received by the Commission on December 6, 1990, Respondents

disclosed the receipt on October 18, 1990, of a $5,000

contribution in the form of a loan from the candidate, Harry K.

Lonsdale. Respondents were required to file a 48 Hour Notice no

later than October 20, 1990.

12. On the 1990 30 Day Post-General Report, which was

received by the Commission on December 6, 1990, Respondents

disclosed the receipt on October 23, 1990, of a $56,000

contribution in the form of a loan from the candidate,

Harry K. Lonsdale. Respondents were required to file a 48 Hour

Notice no later than October 25, 1990.



-5...

13. None of the contributions listed in subparagrapbs

9 through 12 above were disclosed until the Committee filed Its

1990 30 Day Post-fGneral Report, which was received by the

Commission on December 6, 1990.

14. In calendar year 1990, Respondents received

$49,345.98 in contributions designated for primary debt

retirement. These contributions were all within each

contributor's limit for the primary election. Respondents were

lawfully able to accept post-election contributions designated for

the 1990 primary election because of the existence of net debts
0 outstanding from that election.

15. Instead of paying debts owed from the primary

election, Respondents used the contributions designated for

primary election debt retirement for expenses incurred for the
upcoming 1990 general election. Thus, Respondents converted the
$49,345.98 in contributions designated for the primary election

debt into contributions for the general election.

16. Post-election contributors who had already

contributed $1,000 to the general election and whose primary

contributions were converted to pay general election expenses

became excessive contributors to the general election, pursuant to

2 U.S.C. 5 441a(a)(1)(A). Correspondingly, Respondents accepted

contributions in excess of the limitations in violation of

2 U.S.C. 5 441a(f).

17. As a result, Respondents accepted excessive

contributions totaling $49,345.98 from fifty-three (53)
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individuals and two (2) multicandidate political comitt4ge In
connection with the 1990 general election for U.S. Senate.

18. Respondents refunded the excessive contributions

that they received. Respondents failed to refund the
contributions within sixty (60) days of their receipt.

V. 1. Respondents failed to file three (3) 48 Hour Notices

in violation of 2 U.S.C. 5 434(a)(6).

2. Respondents received $49,345.98 in excessive

contributions from fifty-three (53) individuals and

two (2) multicandidate political committees in violation of

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

cO VI. Respondents contend that:
0 1. with respect to the 48-hour reports, they believed

that candidate loans were not covered by the 48-hour reporting

requirement; and

2. with respect to the excessive contributions, they
Wbelieved that contributions designated for primary debt retirement

could lawfully be used for general election activity provided the

contributions did not exceed the contribution limit for the

primary election.

VII. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of fourteen thousand dollars

($14,000), pursuant to 2 U.S.C. S 4 37g(a)(5)(A).

VIII. The Commission, on request of anyone filing a complaint

under 2 U.S.C. S 437g(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
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thereof has been violated, it may institute a civil action for
relief in the United States District Court for the District of

Columbia.

IX. This agreement shall become effective as of the date
that all parties hereto have executed same and the Commission has

approved the entire agreement.

X. Respondents shall have no more than 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,
made by either party or by agents of either party, that is not
contained in this written agreement shall be enforceable.

FOR THE CONISSION:

Lawrence M. Noble
General Counsel

BY: __ __ __ _ 
G. arnqLr

Los G. erner Date
Associate General Counsel

Judith L. Cor e Date(Position) Counsel for Resioondents
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March 26, 1994

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

Re: MUR 3461 - Lonsdale for Senate '90

Dear Commissioners:

I recently received notification that the Commission
had accepted a conciliation agreement in the above matter.
I had reluctantly asked my attorney to sign the agreement on
my behalf so that this matter could finally, after three and
a half years, be put to rest. I firmly believe, however,
that the Commission unfairly singled my campaign out for
harsh treatment that was not warranted. For this reason, I
ask that this letter be placed on the public record along
with the other materials in this case to explain my view of
this case and its resolution.

This matter involved two findings by the Federal
Election Commission against the 1990 Lonsdale for Senate
Committee:

1. Failure to file three 48-hour reports in
connection with the 1990 general election; and

2. Acceptance of excessive contributions in
connection with the 1990 general election.

48-Hour Reports

The Commission found that the Committee failed to file
three reports on general election contributions of $1,000 or
more within 48 hours of their receipt.

Two of the contributions involved loans of personal
funds by myself to the Committee. As was amply publicized
during the 1990 campaign, I loaned substantial amounts of my
personal funds to my campaign. All of these loans were
promptly and properly disclosed on the regular reports filed
during the campaign. The Committee, however, was unaware
that the 48-hour reporting requirement applied to candidate
loans.

1420 N F Shaikev lerrace • Bend, OR 9701-44 Tel (503) 388-7307 - FAX (503) 389-4819



Federal Blection Commission
March 26, 1994
Page 2

This fact was already known to the Commission at the
time they notified the campaign of this violation. The
Commission had earlier notified the campaign that a
candidate loan in connection with the election had
not been properly reported on the 48-hour reports. By the
time the Commission had notified the campaign of this
primary election reporting issue, however, the general
election 48-hour reporting period had already passed. The
campaign, therefore, had no opportunity to correct its
practices for the general election.

Yet the Commission in this case is penalizing the
Committee for what is essentially the same violation,
without 1giving the campaign any chance to correct its prior
mistake.

CO Excessive Contributions

D The Commission also found that the Committee had
accepted excessive contributions in connection with the

--t general election. In each case, the contributor made a
contribution after the 1990 primary election designated for
primary election debt retirement. The contribution were
subsequently used by the campaign for general election
campaign activity.

The Commission found that because the contributions
were not used to retire the primary election debt, they must
be treated as general election contributions and that when
added to other general election contributions fro the same
contributors, the contributions were excessive.

N% The Committee maintains that they did not violate the
law in using the primary debt retirement funds for general
election activity. In compliance with FEC regulations, all
of the contributions were within the lawful limit for the

1 The third contribution was $1000 from an individual

received at a satellite campaign office. The campaign
staffers in the satellite office were unaware of the
requirement to file 48-hour reports and did not transmit the
contribution to the main campaign office in time to meet the
48-hour reporting deadline. Taken alone, without the
candidate loans, it is unlikely that this contribution
report would have attracted any enforcement action by the
Commission.



Federal Election Commission
March 26, 1994
Page 3

contributors in the primary. Further,, the funds raised did
not exceed the amount of debt the Couuuittee had remaining
from the primary election.

The Commission was unable to cite any authority
prohibiting the use of the funds for this purpose. To the
contrary, Commission precedent states clearly that a
candidate may declare "excess campaign funds" at any time,
even when debts have not been paid. Such excess funds may
be used for any future election, such as the general
election in this case. Although my counsel made these 2
arguments repeatedly to the Commission, it was to no avail.2

In any event the majority of the primary election debt
consisted of loans owed to me. The Committee could have
paid me back with the primary debt retirement funds and I

:0 would have, completely legally, immediately loaned the same
funds back to the campaign as a general election
contribution, with exactly the same result as occurred in
this case.

This demonstrates my frustration with this case. Uot
only could the Cowmission not provide any citation or
authority to justify the result it insisted on, but the
result was nothing more than an elevation of for= over
substance.

Nonetheless, after over three years of attempting to
negotiate with the Comission, it became clear to me that we
could not persuade them to change their position in this

;r matter. The only alternative was to go into federal
district court to have an impartial judge review our case.
This would result, however, in further delays in concluding
this matter, as well as substantial expense. Although I
continue to believe the Commission was wrong in its pursuit
of this case, after weighing the various alternatives, I
could not justify the time and expense that would be
necessary to prove it. I am saddened to have been forced to
make this decision. It is unfortunate that the cost of
vindication is so high that it is impossible to achieve.

2 At one point my counsel was told that, while there
was no regulation prohibiting what we had done, "the
Commission doesn't like the way it looks."
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I would urge all who read this letter to take the tims
to read the pleadings in this case, and convare the
reasoning in my a nts to the result required by the
CImission. I believe that it will be clear that the result
was the wrong one and that the Commission was unreasonable
in insisting upon it.

Ver y ,

Harry Lonsdale
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March 26, 1994

Ms. Tamara Kapper
Federal Election Comnission
999 E St. NW
Washington, D.C. 20463

Re: MUR 3461

Dear Ms. Kapper:

In accordance with the Conciliation Agreement on MUR
3461, please find a check enclosed in the amount of
$14,000.00 from the Lonsdale for Senate '90 campaign to the
FEC, along with a letter that we would like placed in our
file relating to this matter.

As we understand it, the matter is now closed. Please
let us know if there is something further we need to do.

Thank you.

Sincerely,

Harry Lonsdale

cc: Judy Corley, Perkins Coie

1420 N E. Sharke' Terrace • Bend, OR 97701-6041 • Tel. (503) 388-7307 • FAX (503) 389-4819
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FEDERAL ELECTION COMMISSION
WASHINCTON. D C 2046
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TWO WAY IERSORANDUM

TO:

FRlOM:

OGC, Docket

Philomena Brook sf
Accounting Techn cian

SUBJECt: Account Determination for Funds Received

we cently received a check from
check number ,atd

and in the amount of $
At of the check and any corresponence that
was forwarded. Please indicate below the account into which
it should be deposited, and the MR number and name.

immmmmmmmmmmmmmmmmmnmmmmmmm mmm~mtmmmmm mmmmm~mmm

TO:

FBOK:

Philomena Brooks
Accounting Technician

OGC, Docket e4 OA

In reference to the above check in the amount of
$1q_,_AQ.0, the MUR number is 3 and in the name of

t sou • e s en sn "The account into
ich it should be eposte s n cted below:

-_ Budget Clearing Account (OGC), 95F3875.16

V Civil Penalties Account, 95-1099.160

Other:

Signature
Dat qA

Date

ce, 6 4%'M I T 4W r I .. I ':t A



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 10

THIS IS THE ENDHF JR # _3 A/4

CAMERA W. _tDATE FILMED

c


