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Joan D. Aikens

Chairwman, Federal Election Cosmmission
99¢ E S5t., N¥

Washington, DC 20463

Dear Chairman Aikens:

I am writing to you at the request and suggestion of Crailg
Donsanto to reguest that you dasignate an approprizts individual
at your office who could provide this office and the I.R.S. with
the results of the audit presentiy being conducted of the
Presidential campaign committes cf Paul Tsongis. Obtaining the
audit results directly from the Commissicn would greatly
facilitate an ongoinq investigation in thie district and avoid
unrieceasary duplication of affort.

This cffice and tha I.R.3. are investigating the conduct of
the campaign treasurer, and perhaps others, for z variety of
alleged acts of misconduct including double billing the campalgn,
causing false reports to be filed and embezzling funde from the
campaign treasury. These are seriocus and substantial allagations
and, if proven, would constitute wviolations ¢f Titlie 26 (tax
crimes), Title 18 U.S.C. 1001 {false statenents), Title 12 V.S.C.
1962 (RICO), Titie i U.S.C. 1341 (mail fraud), Title 18 U.S.C.
1256 (money laundsring) and perhaps other federal cffanaes.

Thank you for your cooperation in this important matter. 1If

you have any guestiono pisase contact me or Assistant United
States Attornay Joseph ¥. Savage, J:. at (517) 223-9423.

T e

—

/" A. JOHN P
; United States Attorney
\\_,f'

cc: Craig Donsanto
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UNITED STATES DISTRICTICOUERT
DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMNERICA

NICHCLAS A. RIZZO0, JR.

{Change of Plea and Disposition Hearing)

APPEARANCES:

UMITED STATES ATTORNEY'S COFFICE (3w AUSA Brien
Q'Connor snd AUSA Joseph Savage) 1007 U.S. Post Of

Courthouse,

Boston, MA, 021039, On bkehalf of the Un

States of America.

MANZI and McCANN

Vincent C. Manzi, Jr., Esguire! 59 Jackscn Street,
Lawrence, MA 01840-1624, On behalf of Nicholas A.
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PROCEZID:INGS

THE CLERX: Urn:ted States vs. Nicholas Rizzo,

Criminal Action No. 23-10056.

THE COURT: Good afternoon. Let me see

counsel up here for just a minute.
{Conference at the bench between Court and
counsel as follows:

THE COURT: What I want to know is 1s this

plea agreement a binding one, or is it one you agreed to and

accepted and I accept, Oor :there :s going to be & trial?

MR. McCANN: That's correct.

MR. O'CONNOR: It is binding.

THE COUXRT: The parties themselves have
agieed on the guideline range as 262

MR. O'CONNOR: 24, your Honor.

THE COURT: The Frobation Deparitment
disagrees?

MR. O'CONNOR: That's correct.

...end of conference at the berich.)

THE CCURT: Good #fternoon, everybody. We
are here for change of plez znd Zor disposition: is that
correct?

MR. McCANN: That's correct.

fR. O'CONNOR: That's cight.

TEE COURY: Please identify yoursslves for

S =" . —— —— —




the record?
MR. MCTANN: Good afternoon, your Honor.

Cugene Patrick McCann and Vincent Manzi are here for

MR. O'CONNCOR: Yes, your. Honor. Brien
0'Connor and Joseph Savage for the United States Attorney's
Office. Raymond Capece from the IRS-CID and Jack DeCourcy of
the FBI are at counsa] table with me and Mr. Savage.

THE COURT: Now, is Mr. Rizzo prepared to
have me make inquiry of him?

MR. McCANN: Yes, he is, your Honor. At this
time he is prepared to change his plea from not guilty to
guilty to a series of counts.

THE COURT: He is prepared to have me make
ingquity of him?

MR. McCANM: That's correct, your Honor.

(Pause. )

THE COURT: Okay, Mr. Rizzo. T am going to
go over a number of matters with vou. I am going to ask you
several questions. 1If there :s anything that I say to you
that you do mot understand o- anv guestion that you do not
understand, let me know and I will try to make ayself clear.
if you want to stop at any time and consult with your lewver,

iet me know that and I will permit you to do that.

All cight?




THE DETEXDANT: Yes, yzur Honor.
THE COURT: Tr:rv to keep your veice up so the
court ceporter can take down what you say.

The first thing is I want to make sure you know what
you are charged with. As I understand :t, you are going to
be pleading guilty to Counts 1, 2, 3, 6 and 8, which charge
you with mail fraud. Those counts ordinarily carry with them
the possibility of five vears in jail and a $250,000 fine.

Do you understand that?

THE DEFENDANT: Yes, your Honor.
THE COURT: Count 9% charges you with money
laundering.

Do you understand that?

THE DEFENDANT: Yes, your Honor.

THE COURT: And that ordinarily constitutes a
20 year or $250,000 fine, or gross value of the property
involved in the transaction.

Dec you understand that?

THE DEFENDANT: Yes, ycur Honcr.

THE COURT: <Counts 19 through 33 involve
allegations ef viclating campaion donation and loan limits,

Do you understand that?

THE DEFENDANT: Yeg, your Honor.

THE COURT: &and these charges each carry

potentially five years and a $259,000 fine.

>
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Do you understand that?
THE DEFENDANT: Ves.

MR. O'CONNOR: Your Honor, if ! may, I think

thosa counts -- I just have a correction. Those are Title 2
counts and they are misdemeanors. And I did mention that to
the probation officer ahead of time. 1It's a one-year
maximum, and $25,000 or 300 percent of the amount of the
unlawful contributions for a fine.

THE COURT: That is 19 through 337

MR. O°CONNOR: That's correct, your Honor.
And the sther thing is that for money laundering the statute
calls for 500,000, or two times, as the Court said.

THE COURT: Okay, fine. Thank you very much
for the corrections.

Do you understand thoge corrections?
THRE DEFENDANT: VYes.
THE COURT: Then Counts 34, 35, 36 and 137

involved false statements, which carry a potential of five

years in jail andsor & $250.000 fine on each.

po you understand that?
THE DEFENDANT: VYes. your Honor.
THE COURT: And Count 38 deals with
forfeiture.
Do you understand that?

THE DEFENDANT: Yeas, your Honor.
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1 THE COURT: Okay. Now, there are & number of

other things 1 want you to unde:rstand, at least I want to

make sure you understand.

The first is that you have a number of important

< 5 ~ rights under ocur Constitution. One Oof the most imporzant of

your rights is your right under the Fifth Amendment not to

incriminate yourself. And what this means for your purposes

here this afternocn is that no one can feorce you to say

something and then finding cut what you had to say is used

against yocu in a way that might cause you some punishment,

either by fines or by 1ncarceration.

Do you understand that?

THE DEFENDANT: Yes,

your Honor,.

THE COURT: You have a right to remain '

" L4

- i5 silent, rather than to speak and {ind out what you had tc say

caused you to be exposed to some punishment.

Do you undarstand that?

i8 THE DEFENDANT: Yes, your Honor.

19 THE COURT: ! want vou to appreciate that, if

you plead guilty here this afternoon, as & practical matter

you will be waiving that important constitutional protectiom,

because, if you utter the word "guilty," you 2re exposing

youzrself to the possibility of a substantial jail tecrm and o

in this case.

substantial fine, not to mention forfeiture,

Ro you undarstand that?
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THE DEFENDANT: Yes, your Honor.

THE COURT: ! also want vou to understand
that you are accused of having committed these several
crimes, but you are presumed to be innocent. And what this
means is that you do not have to ccme tp court prepared to
convince anybedy that you did not commit the crimes alleged
in this indictment. To the contrary, the government has to
come to court with sufficient evidence that would satisfy a
jury selected at random, sworn to be impartial, of your guilt
beyond a reasonable doubt, which means to a certainty, and
the jury would have to make that finding unanimously. That
means that each juror would have to agree with it.

Do you understand that?

THE DEFENDANT: Yes, your Honor.

THE COURT: 1In order for the government te
meet thet heavy burden cf proof, that is, establishing your
guilt beyond a reasonable doubt, there would have to be a
trial here in cpen court, during which you would be
represented by counsel. And vour lawyer would have the
opportunity to trv to tear down th2 government’s case against
you either by cross-exam:in:ing witnesses, by presenting
evidence on your behalf. You could take the witness stand
youcrself if you wanted to and testify to give your version of
events, although no one cculd make you testify.

I went wvou to understand that these ars arcng the




many opportunities that attach to a trial and, if you plead

guilty here today, that these -coartunities would be lost %o

you forever. If you plead guilty, the gocvernment, of course,

will no longer have the burden of proof of convincing anyone
of your guilt. Yecu will concade that. -And the only thing
that will remain in the cas2 1s for me to sentence you.

Do you understand that?

THE DEFENDANT: Yes, vour Haner.

THE COURT: Do you understand the
opportunities that attach to & trial as I explained thea to
you?

DEFENDANT: Yes.

COURT: And that those oppcrtunities are
lost to you forever i1f you plead guilty today?

THE DEFENDANT: Yes, your Honor.

COURT: I also want you to understand
that, if you plead guilty here this afternoon, I may ask you
some guestions about these offenses; and, if I do, your
answers to me must be truthful, cotherwise you will be facing
# possibility ot being accusec of heving committed perjury or
having made a false statemsn® to the Court. If I ask you
scme guestions. you have to give me straight answers,
otherwize you will be in more tcouble.

Do you understand that?

TEE DEFENDART: Yes, jyour Honeor.




THE COURT: ! have submitted to me a plea
agreement, which I am free tc accept or reject; and, 1if I
accept it, that will be the sentence in the case. 1If I
reject 1%, I will permit you to withdraw your plea and you
will stand ready trial.

Do you understand that?

THE DEFENDANT: Yes, your Honor.

THE COURT: Thers are two agreements that I
have that. I take 1t, constitute the entire agreement. One
is dated August 24, 1993; the other, October 13, 1993,

Everybody recoanizes these as the applicable
documents?

MR. O'CCONNOR: VYes, your Honor,.

MR. McCANN: That's correct, your Honor.

THE COURT: They will ke marked as court
exhibits in this case.

Have you had anything to eat or drink today that
might in any way affect your ability to think normally?

THE DEFENDANT: No. vour Ronor.

THE CQURT: Anv nedication?

None that would affect my
thinking.
COURT: Any liguor, anything like that?

DEFENDANT: No.

COURT: Do you feel you know what you arws
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DEFENDANT: ves.

CLERK: Nicholas A. R1220, Jr., & United

States grand jury has charged you in Counts 1, 2, 6 and 8§

with mail frauvd; in

Count ¢ with money laundering; in Counts

19 through 33 with violating campaign donation and loan

limits; in Counts 34, 35, 36 and 44 with false statements;

and Count 48 with criminal forfeiture.

How do you
through 33, 34, 35,
THE

THE

plead to Counts 1, 2, 3, 6, 8, 92, 19
16, 44 and 487
DEFENDANT: Guilty.

COURT: Has anybody threatened you in any

way to get you te plead guilty?

THE
THE

enything oths: than

DEFEZINDANT: No, your Henor.
COURT: Has anyhbody promised you

the plea agreement that you have entered

intc with the government to get you to plead guilty?

THE
THE
cccasions sztated in
violations that are
THE
THE

violating the law?

5 SR,
/o AR

OEFENDANT: No, your Honor.
COURT: Did vou. in fact, on the
the :ndicimant commit the various
alleged?

DEFENDANT: Yes, your MNonor.

COURT: And vou knew that you were

DEFENDANT: Yes, your Homor.

- — . 3
4 v =y . i
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THE COQUFT: Counsel., on the basis of your
pretiiai prepactat:ion, d¢ you know cé anv reason why your

client should not plead guilty?

MR. McCANN: No, your Honor. I do not.
| TRE COURT: Okay.
Mr. O‘'Conncor, may we have the basis in fact?
MR. O'CONNOR: Thank you, your Honor.
Your Honor, in this case the facts begin in earl

1991. Prior to that time, Mr. Rizzo had acted as Paul

Tsongas’ chief fundraiser in the 1974 and '76 congressional
! campaigns and his 1978 senatorial campaign.

Mr. Rizzo had alsc acted as the naticnal fundraising
chairman for Jimmy Carter’'s 1980 presidential campaign;
Walter Mondale's '84 campaign; and also for numerous other
campaigns, your Honcr, where Mr. Rizzc demonstrated an
ability to raise massive amounts of funding for political
cempaigns.

His closest political alliance and & very close
friendship was formed during the 1970s with Paul Tsongas.
During that time Mr. Tsongas., of zourse. wags the candidate.
Mr. Rizzo handled all of the fundre2ising for the Tsongas
campaign, and Dennis Kanin was the organizer or campaign

sanager of Mr. Tsongas’' canmpaign.

Your Honor, in Macch of 1991. Mr. Tsongas apprecached

L!l. Rizzo after Mr. Tsongas had been out of politics for
o ;
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approximately a decade and infcrmed nim that he wanted to run
for the White House, and he asted Mr. Rizzo to play the
customary role of fundraisec for the campaign. Me explained
to Mr. Rizzo that Dennis Kanin again would be the campaign
manager and run the mechan:ics, the day to day, of the
campaign, and he asked Mr. Rizzo to play the fundraising
role.

At that time, Mr. Tsongas told Mr. Rizzo that he had
written a book, “A Call to Economic Arms." and that he
needed, first and foremcst. to get funding to publish the
book, to copy it and to distribute :t as the beginning of his
campaign. Mr. Rizzo accuiesced and told Mr. Tsongas that he
wculd act as his fundraising chairman; and he also had a
suggestion for Mr. Tsongas as to where meney could come for
the initial publishing anrd funding of the bock; and that is
from Mr. Larry Ansin, who at the time was chairman of Jo-Ann
Fabrics and a close £friend ot Mr. Tsongas.

Mr. Rizgzo told Mr. Tsongas that Ansin could come up
with some money and basically left it at that; and Tsongas
and Ranin lef: it to Mr. R:izzo to geot whatever money he could
from Mr. Ansin to fund the book.

Now, your Honor, there's one point. This funding
wa3, in e#ffect, an exploratory loan. And at the time that it

was made, it was & legzl ioan if it was repaid before the

campaign actually scarted its official operation. But, in
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any event, Mr. Rizzo tocs the 5100,000 frem Mr. Ansin, and
with that money, unbekncwnst to ™:. Kamin or Mr. Tscngas,
went: and opaned an account on March 8th of 1991 at the
Andover Savings Bank. Mr. R1zzo opened the account using his
own identification number, but opened :t under the name of
the Tsongas Committee.

Three days later, by resolution, the Tsongas
Committee opened iis own account, the operating account for
the cespaign, at BayBank, and that was on March 1l1th of 1991.
Orn that authorized official account, Mr. Rizzo did not have
signatery authority. On the undisclosed account, and the
account remained undisclosed for more than a ysar, but on the
undisclosed account Mr. Rizzo was the only signatory.

Shortly after Rizzo beganm h:s fundraising

‘activities, checks were flcwing into the campaign Post Cffice

box account in Andover. They wvere coming in amounts from $10
to a thousand dollazs, the maximum that any individual can
give to a federal politicel campaign. Mr. Rizzo had access
to that box.

Duzring 1991 Mr. Rizzo took 5181,000 werth of
contributions from that box; and. :instead of forwarding them
on to the campaign individuzls -- the business manager, David
Geldman in Boston; the treasurer, George Xokinos; or others
-= he took $181,000 and put it in the undisclosed acccunt.

Betveen the time he started doing that im Harch of




1991 and January of 1991, Mr. Rizzc spent all of that money.
$155,000 nf the money that he spent he spent on himself and
on hit own personal expense. 526,000 he, in fact, used on
things that were, at least arguably, campaign related.

That’s cne aspect of the case.. your Honor, the
$181,000 embezzlement of the campaign contributions.

Now, as a result of his taking that money, in
effect depriving the campaign of $155,000, he also deprived
the campaign of the money, the matching funds, that it was
cthervise entitled to received 1f it had known about the
money from the FEC in Wash:i:ngton. The campaign has submitted
a victim impact report. They estimate that the campaign lost
ebout another $75,000 i1n matching funds during that critical
period of mid to latcte 19391 inteo 1992.

Your Honor, the second aspect of Mr. Rizzo's fraud
involved so-called loaners to the campaign.

Hiow, as the Court knows, individuals cannot give
more than a thousand dollars, and they alszo can’t loen more
than a thousand dollars to a federal campaign.

Now, I mentioned =aclier *hat Mr. Ansin’s $100,000
loan -- again, unknown to ihe candidate, unknown to Dennis
Eanin, unkaown te anyone else involved in the Committee --
was put in the account. That loan would have been legal if

it had been paid back before the campaign started. WwWhat

actually happened to the money is that Mg. Rizzo spent the
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#cCalliva that, again, the campaign was despecate for money,

)
$100,000 an his own personal expenses. None of it went to

the publishing, copyina or d:stribut:ion of "A Cali to

Bconomic Arms." All of the money was spent by January of

19%2.

The second sc-called loaner was Elkin McCallum, who
became the chief execut:ve officer and majority shareholder
of Jo-Ann Fabrics dur:ing 1991. HNr. Rizzo went to
Mr. ¥cCallum, who war a Tsongas supporter, in August of 1991
and told him that the campaign desperately needed money to |
get on TV and get on radio. McCallum veciced his concern to
Rizzo that 2 large loan, i1n his opinion, as far as he knew,
was not legal. He 2lso tcld Mr. Rizzo that he wouldn’t want
anycne to knew that he had that kind of money to give,
because people would b2 badgering him for more money.

Mr. Rizzo pecsuaded Mr. McCallum that the loan was
legal, because it was an explotratory loan. He told him that
Mr. Tsongasz and Mr. Fanin knew about the loan, &and that it
was fine with thea, and ne also told him that the soney would
be paid back in & short time period. 1In fact, Mr. Rizzo took
a $100,000 check frem Mrz. “cCallu=. put it in the undisclosed
account, and spgnt it on his 2wn parsonal expenses, in a way
that I will tell the Court about in a moaent, by Januaxy of

1992.

In Ochobsr he came back to Mr. NcCallum, and he told
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that Tsongas needed the monev o stay on the airvaves. At
that time McCallum -- he aga:n 2s53ured McCallum that Tsonges
and Kanin knew akout the money that he was seeking --
McCallum gave him ancther S$50,000, again, payable to the
Tsongas Committee, and therefore, depositable or capable of
being deposited in the und:scloszd account at the Andover
bank. He put the money in there and again spent that money
by January of 199z2.

Finally, with respect to Mr. McCallum, in February
of 1992, even after Mr. Rizzo was approached for the first
time by Dennis Kanin about apparent problems with his
handling of money, Mr. Rizzo goes back to Mr. McCallum and he
tells him aga:n, "The New Hampshire primary is coming. We'vs
got to be on the airwaves, but vou’ve reached your limit in
giving to the exploratory account. So, therefore, this tias
you have to writs the check tc me so that I <¢an then give it
to the campaign., because I haven’'t reached my limit yet.”
Mr. McCellum wrote another $100,00C, this time to Mr. Rizzo.
Mr. Rizzo teock that money, Dut it in his perctonal account at
payBank Middiesex, and spen: :he monev over the following
menths.

Following this last -- 1t is nov a Quarter of &
million dollars that ne's de’rauded Mr. HcCallum -- the last

$100,000 payment, Mr. McCalluam chased Mr. Rizzo repeatedly

for the meonsy. Mr. Rizzo gave hin a beck-datad promisszory




i note to keep him of® hiz back. In Apr:l he teld him that he

| mad liver cancer; somethina, vour Honor, that apparently 1s
b not borne out by the presentence investigation.
4 ! The next lcaner, vour Honor, so-called loaner, was
S . Anastasios Kalcgianis, & Greek :mmigrant who had known the
6 - Tsongas family for several years. Mr. Kalogianis is the
7 owner and operatdr of the Olympic Construction Company up in |
il é Andovser. |
’ 9 : Mr. Rizzo went to him in the fall of 1993 and askad |
; 10 ? him for a leocan to the campaign to support Paul Tsongas. HNe ?
Fp) 11 | explained -- when Mr. Kalogianis said, "That's not legal,"” he
N 12 } explained thact the money could be given to & superfund
ij 13 ? account to fund Tsongas’ campaign. Kalogianis, knowing i
3 3 14 E Rizzo, knowing that he’'d been involved in presidential i
b 18 é politics for yoars and had a good reputation, acquiesced to |
2 :1 16 his reguest; and from September to December he gave him five
P 17 checks, when Rizzo repeatedly badgered him for more mcney.
18 He gave him $i0,900 on September 10th; 25,000 on
% September 25; 524,000 on Octcher 2: December S, $35,000;
20 December 6§, $65,000,; for a tctal of 5149,000 by the ysar's
21 end.
22 Wz. Rizzo again tock those checks that were made
43 payahle to the Comamittee, dut them in the undisclosed
24 sccount, and spent them on his personal expenses by January
2% ef 1892, ‘
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Early 1n 1982 -- sga:n. that's the time the campaign
first confronted Mr. RBi1zz0 -~ R:zzec comes back to Kalogiranis,
and this time he says to Kalogianis that the campaign has
already arrarnged TV time costing $100,000 for the New
Hampshire primary. He tells Kalogianis. that a bank has
agreed to give that money but can‘t release the funds for 24
hours and begs Kalogianis to give the $100,000 saying that,
if he doesn’t and the check bounces, the TVs will publish
that, so to speak, and the campaign will be ruined.
Kalogianis reluctantly aga:n gives Rizzo $100,000, this time
payable to Nicholas Rizzo. Rizzo takes it, puts it in his
BayBank account, and spends i1t on his own personal expenses
cver the coming months.

During the next few months, Kalogianis daily chased
Mr. Rigze to get the money back. Rizzo had promised that the
money from 1991 would be repa:d by the year’s end. He said
24 hours for the next $300,000. He’'s now up to $249,000.
Br. Rizzo, as part of the scheme, put off Mr. Kalogianis in
several different wavs:

One, he prints ¢ leitle:r, 23tensibly from Paul
Tsongas, thanking Mr. Xélegienis 2o his undying support aad
for his critical help during a tough time in the campaign.

Ar. Rizzo arranges for Mr. Kalogianis to fly in a
Private jet to Washington %o watch a presidential debate that

Bz, Tsongas perticipated in.

— - —— ————
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Finslly, afte: the New Yampshire primary, Mz. Rizzo
teld Mr. Kalogianis & steory, agar~. to keep ham off his back.
The story wae as follows: Rizzo 3a1d that follewing the New
Hampshire primary victory of Paul Tsongas in early 1992 --
first, Rizzo explains to halcgianis that, whenever a
candidate wins a primary or any election, he names the win
after a certain individusl. Rizzo says that he was there at
the time that Paul Tsongas told reporters, in light of the
New Hampshire victory, thaz New Hampshire he was now naming
"Arthur,™ Arthur Anastasics Kalogianis.

None of the money, the $250,000 from McCallum, the
249 from Xalwgianis, has been repaid by Mr. Rizzo.

Roger Trudeau was :ne next loaner. In August of
1991, KMr. Rizzc went to Mr. Trudeau, met with him and told
him again that Tsonga: needed money to stay competitive, that
Bil)l Clinton was raising enormous amounts of money; and that,
if Teongas hoped to have any chance, friends like Trudeau had
to come through.

Trudeau was a8 long~-timse Tsongas friend. He is a
politicel activist. FHe ag:e2? to give tu Rizzec for Tgongas a
$60,000 loan. To do that. %= took $40,.0C0 of savings; he
borrowed $20,000 from his enployer; and he gave it to Rizzo
en the promise that it would be repaid shortly.

Later, Septamber 10, Mr. Rizzo comes back and again

tells Trudeau that he neecded more money for Tsonges.
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Trudeau,. eager to do anyth:ingo that he cculd do to helg,
borrowed up to the lim:it 0f n:g 401X recirement plan; put all
his credit cards up to their meximums, yout Honor; put his
stocks on margin; and got another $20,000 to give to

Mr. Rizzc for Tsongas.

All of that money, $8C.C00 that Rizzo had Trudeau
write over to Lencou, the name of Rizzo's consulting company,
was spent by Rizzc, again, on his own personal expenses and
the expenses of the business that he owned solely, Benco
Consulting.

Thomas Kelley was the next loaner victim. Thomas
Kelley was the genersl manager of the Sheraton in Portsmouth,
New Hampshire. Hr. Ri1zzo went to a man named Steven
Griswold, who owned ths Sheraton, looking for money.

Griswold directed hir to Thomas Kelley, the general manager.
Rizzo went te Kelley and asked him again for $40,000 ~- this
is in the fall of 1991 -~ telling him that Tsongas needed the
money, &gain, to be 2 contender, to be on the airwaves, TV
and radio.

Kelley didn't hevas $40.090. ¥e was a young man. He
had savings of asbout $30,070. e zontinued discussing with
Mr. Rizzo -- he told Mr. Rizzo that his father had gotten
cancer at the same time that Mr. Tsongas had got cancer, but

that his father had died,. whereas Hr. Tsongas hed beaten the

cancer, And #r, Riz:o plaved on that angle; on the fact that
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¥elley's father had besn & b.g Tsorgas supporter;

ultimately Kelley gave him $23,000. again payable to the

Tsongaz Ccmmittse, on the promise that it would be repaid

| within 4S to 60 days.

Mr. Rizzo toock that check, likg the others, and put
it in the undisclosed account. Thereafter he spent the
money, again, on his own personal eaxpenses.

In the fall -- by the fall of 1392, N¢. Riazzo was
again putting off Kelley, like others, with his story that he
had contracted cancer and w2s not abla to comply with the
obligations that he apparently had taken on for the
Committee.

Your Honor, a few more loaners -- and I won"t go
into great detail ~-- but William Berg lecaned 560,000 to
Mr. Rizzo for the Tsongas caapaign, again, on the
representation that it was legal, that it would be repaid
shortly, and that Mr. Tsongas knew about it. HWr. Rizszo took
that money, put it in zhe undisclosad account, and expended
it, again, on himself.

Pete: Caloveras, : long-t:ine friend from California
of Mr. Tsongas, was persuaded on s repressatations, again,
that the loan was legal, that it would be zepsid shortly, to
give $10,000 to cthe caspaisn. Mr. ittﬂ»'tnek'thit nuney, put
it in the sccount, and oxpended it on his cwn personal

.'”ﬂ“‘-




14

15
16
17
i
19
20
21
22
23
24
25

b
Kichae! Spinella, Z:nally, 2 $29,000 loan, agair, on
the same kinds of misrepresentét:ons. your Honor, by
Mr. Rizze, gave 2 520,000 check payable to the Committee to
Rizzo. Rizzo put it 1n the account and spent it on himseif.
In that aspect of the case, your Honor, Mc. Rizzo
defrauded by grossly misrepresenting facts, all for his own
personal benefit, but defrauded individuvals of $794,000. To
datz, of that money, $€5,000 has been repaid: $30,000 to
William Berg, who wes & business associate of Mr. Rizzo;
$15,000 to Mr. Trudeau; and $20,000 to Michael Spinelli.
Your Honor, the last part of the fraud in the case
has to do with so-called double billing or billing for
personial expenses.
In Jenuary of 1992, Mr. Rizzo’s daughter, Carla
Degnan, was working for the Committes, and she did have
signatory authority on the main operating Tsongas Commitiee
account. Mr. Rizzo induced his daughter to write & check to
him in the emount of $42,000 for expenses that Rizzo just
generally said he had incurted in working for the Committese.
He took that scnev and he deposite” it in a Benco account,
focled with the books, ghovsing thzt the money had come in
from legitimate clients of 3enco., and attempted to get away
with the $42,0028 fraud in that wav. The campaign called hiwm
en it about a month later. Dennis Kanin and David Goldman

sat down with khim. Nr. Rizzo returned the $42,000.




The remaining $3%.070 that was part of the so-called
campaign fraud had to dc wiutn M7, Fizzo Palling the campaign
for szpenses that already hed been repaid to him. For
example, in eariy 1981, & $13.000 expense was incurred at the
Latayette Hotel for a fundra.ser here in Boston. The debt
was paid right away. In February of 1992 Mr. Rizzo submitted
a receipt as part of a whole package of receipts, seeking to
get $13,000 to hiz as if he had paid that bill at some time
during the campaign.

Your Honor, agair, “he total on the deuble billings,
the billing for personal excenses, et cetera, was $72,000.

Your Honor, & few words about Mr. Rizzo‘s coverup
with the Committee’s discoverv of the fraud.

Your Monor, ia the fall of 1991, certain
individuals, who had contributed to the campaign in amounts
ranging from ten to a thousand dollars, were complaining to
the campaign thet they had nct received “thank yocu’s"” from
the campaign for their contributions. That was the first
sign of vhat was going con.

In January of 199.!. .t wes bdrought tc Dennis Kanin’'s
attention that a Mary Wasse:man had donated a thousand
dellars in a thousand dollar check te the campaign and she
had not received 38 che2nk vou. Kanin looked into it, and

found on the back cof the Wasserman check the information that

wa all get on the back of our checks whem they're cashad; end
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that is, what bank the check was casnhed at. And he saw foy
the first time that the check was not cashed at the BayBank
Tsongas Committee account, but was cashed at an account at
the Andover bank in Andove: where Mr. Rizzo lived.

At that time Mr. Xanin confronted Mr. Rizzo on the
telephone and told him what he had discovered and asked him
if he had any idea hew the check could have gotten into the
Andover bank ac:tount. Rizz2o denie¢d knowing anything
initially as to how that could have happened. Then Rigzzn
said that way back when, in March of 1991, "Remember that
loan Larry Ansin was going to give, I tcock that money and I
opened an accoun. at the Andover bark. And, oh, yeah, I
might have put a couple otf checks by mistake in that account
along with the Ansin loan.”

Ranin immediatelv, on behalf of the Committee, hiced
Michael Kail from Washington and Tony Suitin, an FEC expsrt
from Washington, to investigate what was going on. Those two
men, Kail and Suitin, along with members of the Committes,
spent the next three or four months pushing Rizzo for
documentation on the account 0 the Zndover bank. Riszzo put

them off time and Cime e2ga:n. It 235 not until late May or

early June that George Xokinos, the treasurer of the

campsign, was able to get -he Andover bank to send him bank
statements from that account without Rizzo's okay, without

the only signatovy's okay. And on the statements Kanin, ts

P —
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| his surprise, to his shock. saw the $230,000 money from
| McCallum, the 249 from Kalog:anis. and the other large
amounts, as wall as what looked to be like a lot of campaign

contributions in smaller amounts.

point in January when Xanin confronted Rizzo that Rizzo
continued to push and got actually another $200¢,000: a
hundred from Kalecgianis and & hundred from McCallum.

Your Honor, cduring the spring and early summer of
1992, Rizzo sent out backdated promissory notes to his

victims. He ever se2it one victim, Kalogianis, three checks

When Kalogianis tried tc cash them, he found that there was
no money in the acccount.

In July of 1992, when all of the information was
surfacing, faul Tsongas and Dennis Kanin went tec Mr. Rizxo's
office in Andover to confront him finaliy about the
situation. Mr, Tsongas asked him simply, "How could it have
happened?® And Rizzo explained that he was in deep debt;
that he had received loans. perscnzl loans, from friends and

friends at banks;: and that he didn’'t want to let them down

the money was because he didn’'t want to leave his friends

kanging cut on a limb. He said that once he started taking

Your Honor, 1t’s worth noting that it was after that

totaling $249,000; told him not to cash them until September.

large loans £rox banks during the 1:50s and early 199Gs, from

and he hed to pay them back; and that the reason that he took
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he just couldn’'t stop.

ones tlhat were defravded of the $794,000,
presiderntial mission?

about?

Tsongas 2sked him: Wha* about Tsongas' friends, the

and what about his

Wha*t about what the campaign was all

Rizzo simply said that he was sorry that the matter
had come to this, that tre loans were his responw#ibility, and
that he would pay them back. Since that time Mr., Rizzo and

Mr. Tsongas have spoken only cn a few occasions.

What happened tc the money that Mr. Rizzo took?

the $181,000, as I said, went to the undisclosed

Your Honor,

account, $514,000 of the 5794,000 that he defrauded from the

The 542,000 that

into the undisclosed account.

loaners went

nhe got from his daughter and the $80C,000 that he got from
Ar. Trudeau went into Mr. Rizz20's Benco consulting account,

Ri1zz0 qot from Kalogianis and

The final $200,000 that Nr.
McCallum went into Rizzo’'s personal BayBank account.
Your Honor, where the money went from there gives us
some idea of what Mr. Rizzc did with the money. Your Honeor,

as I have menticned, in the lzte 19505 - early 1590s,
Mr. Rizzo tcok out substent:izl lozas. personal ungecured

ter different banks in

loans. from approximatelvy

*ot2led about three million

The loans

Magsachusetts.

dellars. %r. Rizzo0 wés having trouble paying those monies

F e
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We see going out ¢ the undisclosed account $50,900
to those banks. We 322 J63.%00 co:inz te Rizzo personally.

#e then tock that money,. put it :n:to his peirsonal account,
and sent the banks $400,000 approximately in satisfaction of
previocusly taken out lecans.

From the undisclosed account, Mr. Rizzo wrote checks
to Benco, kis company, 1n the amount of 3137,000. And then
he s2nt verious amounts to others frieands to satisfy cther
parscnal debts.

From the BayBank account, his personal account, he
wrote checks either on miscellaneocus perscnal expenses or to
himself in the approximate amount of $369,000. He paid
Massachusetts-area bookies approximately $38,150. He paid
€16,000 %o casinos in Las Vegas and Puerto Rico and
Connecticut., He gave campaign contributions, including a
$1,000 contribution to the Tsongas campaign, in the amcunt of
$7,500 #rom the BayBank account.

Now, your Honot, during this time period, Mr. Rizzo
wag heavily involved in gambling. One individual, who tock
bets on sporting events onlv Zor 2 six-week period, testified
that Ar. Flzzo woula bet 2 thougzan? Zcllars on 3 game, on
basketball and football. GZfometimes during the basketball
geason, 20 to &C games per day. He best up to 25 to %0

thousand dollars par week through this cne individusl, James
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Another area bockie. Vincent Pettenelli, indicates
that Mr. Rizzo would bet two %o three hundred dollars per
game with him over & six~ to eight-vear period, and during
the period leading up to and covering the indictment; that on
a Sunday, any given Sunday, Mr. Rizzo would generally bet on
gpproximately 12 games; and that Rizzo lost 40 to 50 thousand
dollars betiling thrcocugh him.

Mr. Rizzo, your Honor, travaled to casinos
repeatadly thrcughout this period and prior to this period,
during the 1980g. At the time of the indictment he owed a
casino in Las Vegas approximately $5100,000, and he owed a
casino in Puerto Rico zpproximately $40,000.

Your Honor, that, in essence, is the factual basis
for the indictment. ! woculd just say finally that the mailed
items in Counts 1, 2, 3, &, and 8 all were transported or
mailed through the United Stztes mails; and that tha Tsongas
Committee sent falgse reports, false because of Rr. Rizzo's
concealment of his fraud, on February 12th, Pebruvary 5 and
Februacy 24 of 1992 down to the FEC.

THE COURT: 211 =ight. 1 am satisfied that
the defendant understands the azture of the accusations
against him ir the several counts of the indictment; that he
understands the maximum consequances of a guilty plea

independant of the ples bargain that's beén suggesied to me;

that he undsrstands ihe maximus congaquencas; that he's

s

VS
]




pleaded guilty voluntarily: ard that there is a basis in fact
for his having done sc.

! understand that vou would like me to sentence him
today, is that 1t?

MR. O'CONNOR: VYes, vour Henor.

Mr. Savage, if he could, would address the plea
agreement and the governkent’s reasons behind the plea
agreement.

MR. McCANN: Your Honor, ! do also need some
assistance from the Court cn a couple of issues on the
presentence report, as completed by Ms. Toye, to clarify a
couple of issues. I will :ry to make that as short as
posaible.

COURT: Go ahead.

MTZCANN: Do vou want to do that now?

CCURT: VYes.

McCANN: 1If I may, your Honor, that may
be heipful.

There are -- first of all. I have sent to the Court
-~ Ms. Toye and the gove:nsent do have a copy -- a response
and motion fcr modification %2 the presentence report dated
October 6th, prepared by Ms. Toye.

Bost of the issues in here. vour Honor, are issues

that are unrelated to the counts of conviction im this

matter. &o that, as i&l document itself says, what 1 woul

A ¥
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ask that the Court order, with some modification, that it
accompany the presentence :eport 3¢ 't becomes part of the
tecord for the {ile going to the Bureau of Prisz s,

THE COURT: I am not sure what you’re. talking
about. 1 have the presentence report. It was filed today.
It is Document 51.

HR. SAVAGE: We don’t have an objection toc
thac.

THE COURT: We will attach Document 51, which
is entitled Nicholas Rizzo's Response to Motion for
Modification toc the Presentence Report.

MR. McCANN: There are in that report, your
Honor -~ in that document there are three areas that I must
respond to,

Lf you'd be kind encugh tc look at Page 3.

THE COURT: Of the response’?

MR. McCANN: Of the response, your Honor.

(Pause. )

MR. MCCANN: It savs PSK, Page 3, Patagraph
2, there iz 2 celloguy tha: ~“#s submitted to the Probation
Department by the governnme~t., We, K a3 2 response, your Honor,
agrea that it was 25,500, not $40.000, solicited from Thomas
Xelley, snd that the rest 2f “he conversation simply did not
take piace.

\

- THE COURT: Fros Ar. Griswoid, aot
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Mc. Kelley?

MR. McCANN: Thet 5 :.ght, yocur Honot.

THE COURT: Well. vou're just emphasizing
that --

MR. McCANN: That one there was 1mportant to
clarify, yeur Honor.

If you go to Page 4, the bottom part, I am waiving
that section, which is PSR, Page 12, Pavagraph 44, and it
should be stricken.

THE COURT: Let me make & note of thsat.
{ Pause .

THE COURT: Stricken by agreement cof the

parties?
MR. SAVAGE: VYes, your Honor.
MR. McCANN: Yes, your Honor.
Page 5 we have a separate problem, your Honor. 1Inm
the --

THE COURT: %Wait & minute.

(Pause.)

MR. RCCANN: ©C= F27e 5 you will see three

separste sections with PSR. Page 12 and Page 13 up on the

top. that talk about bank fraud, and the Paregraphs 45, &6,

and 47, as shown in the presentence report developed by
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Those paragraphs, vour Honor., relate to counts to be
dismisesed. And in these 2:te tha -- because the contract is
with the governmzent for those counts to be dismissed, your
Honot, ! submit tg ycu that under that ceontract, by the
dismissal, the information 15 no longer relevant. 1It’s
prejudicial and not probative to any issue related to the
scheme in thuse counts tec which Mr. Rizzo pleaded guilty to.

By leaving those in there -- and, by the way, Page
12, 42, 49, 50 and 51, and Page 13, S2, 53, 54, and 55, are
all the same, your Honer. I am asking that your Honor strike
2l]l of those paragraphs as related to the presentence report
so that that documentation does nct go with Mr. Rizzeo when it
accompanies him to the Bureau of Prisons.

THE COURT: 1In cther words, you are asking
that Faragraphs 45, 46, and 47 of the presentencs report be
stricken?

BR. McCANN: As well as 48, 49, 50, 51, 52,
£3, 5¢ and 55, They all have the same repeated through thenm,
your Bonor. They are counts to be dismissed and --

* THE COURT: You pre

"t
@D

ally arguing in

52

"
»

furtherance of what is set fo-th o= <]

MR. McCANN: That's correct.
THE COURT: D¢ veu have any cbjection?
KR. SAVAGE: We do, vour Honor.

The Frobation Office ig reguired uader the

i
-

B rh




sentencing guidelines to put in criminal conduct thac may
have occcurred. The Probaticn 2fiice has besen very explicit
in its presentence report today that thele are not wmatters
that went into the gui_-eline caslculations, and that they
shouldn‘t have. And, s:nce they did not and shouldn’t have,
but, in fact, they’re required to put it in the report, I
don’'t see any prejudice to the defendant.
The Court has got it exactly the way it ought to be.
You know, his objection to it is attached. So I don'‘t see
any rezson to strike what the Probation Office is required to
do in the first place.
THE COURT: 1 do net understand where the
prejudice would be.
MR, MCCANN: I am not --
THE COURT: I will take it inteo
considersation anyway.
MR. BcCAWN: CUnfortunately, your Honor, the
Bureau of Prisons, once the presentence report, as we all
know, and the documentation that Y have submitted as a
response to the motion for nmecifizetion. they are -—- becoas a
jor portion ef Mr. Rizzo's Ii 25 within the Bureau of
Prisons., Sc that any action they may take within the Burean
of Prisons system takes in:o account whatever information is

in both ihe presentence repcrt and in the documsntation that

you have allowed ws & modification to it.
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Those particulat areas talk about criminal activity

that, in fack. &re counts o be cd:smissed and they could be
prejudicial to him within the confines of the Bureau of
Prisons, yocur Honor.

THE COURT: Tell me how.,

MR. McCANN: They're not probative to any
issue.

THE COURT: I understand, but where does the
prejudice comes in? I 2m not going to take it inte
consideration in decrding whether to accept the plea bargain;
and, if I accept the plea bargain, the sentence is going to
be 52 months; and that is what he will serve. So how is he
affected by that?

MR. McCANN: He 1g aifected by -- within the
Bureau of Prissns system, within the confines, wherever he
go#s, your Honor, there is 2 social worker, there is a board
that ceviews hig status.

THE COURT: I understand. They can’t give
his any more time.

" MR, McCANN: No. thev cen‘t.

THE COURT: He will get --

#R. McCANN: They can pla2ce him into mediua

security, miniaum securitv. 2 farm sitvation within the
confines of the Bureau of Prisons. And that informaticn

that’s in thar? could be used prejudically agains: him, and
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it is not probative to any matter before the Court, and I ask
that .t be stricken.

ME. SAVAGE: Your Honor, first of 2ll, I have
no track record or authority from the Bureau of Prisons to
deal with what Mr. McCann 1s afraid of, but it's an academic
exercice, because the Bureau of Prisons will have the
indictment. They’'l)l see those counts that are dismisscd.
This information, which is simply repeated asszntially in the
pressntence ceport, although part of what the Probation
Office has to verify, is going to be availabie to the Bureau
of Prisons anyway.

So what he's asking for is a release from something
he can’t get released from. and which is something I don’t
think there’s a problem for him anvway. So there’'s no
prejudice.

THE COURT: The indictment does not go with
the presentence report, does it?

THE PROBATION OFFICER: Yes, it does, the
judgment and presentence report.

* THE COURT: The judament, but not the
indictment.

The papervork that goes along with it does list
counts that are dismissed anvwav.

MR. McCANN: It does, your Mcnor, but it doss

not go into the extensive monologue that's in there alleging

¥ ﬁ b
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38
a series of items or issues that nay or may not have
happened. And they’re not probet:ve to anything in here.
They shculd be stricken.

THE COURT: I think they are not prcbhative,
either. So why don’'t I acdopt vour pasxg:on. I will strike,
45, 46, 47, 48, 49, S50, S1, 52, 53, 54, and 55. Okay.

MR. FcCANN: Thank you, your Honer.

This is something -- again, Ms. Toye and I are
faniliar witih each other in other matters, your Honor, and I
need the assistance of Ms. Tove in this issue. There is a -~
in the response for special assessment --

THE COURT: Is there a particular place you
2r¢ referring me to?

MR. McCANN: Ch, I'm sorry. Yes, your Monor,
on Page 6, under PSR Page 31 of the special assessaent,
Patagraph 144, the original calculation we both agree was
incotrect. HKowever, Ms. Toye has far more skill than I do in
trying to estimate what these numbers actually are.

MR. SAVAGE: I mav be able to help, your
donor. 1 thirk the correct ~unbe:r i35 $825, because some of
the counts are 3529% gpecizl 2sseszment becauss they’'re
misdemeanors. The others are $50.

1 think Ms. Tove agrees i%'s $825.

MR. McCANN: Whatever that number is that is
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THE COURT: Wwe will adept that.

What else?

MR. MCCANN: That takes care of all of the
issues.

THE COURT: Okay, thank vou.

We ate going tc have disposition now. DULoes the
government have any recommendation?

MR. O’CONNOR: Your Honor, the Zull
reconmendation is the 52-month sentence that the parties are
jointly asking for in the plea agreement, a three-ywar term
of supervised release, nc “ine, and an $825 specisl
assessment, restitution to the following victims in the
following amounts: tc the Tsongas Committee, $155,000; to
Eikin McCallum, $250.000; co Anastasios Kalogianis, $249,000;
to Roga¢ Trudeaw, $80,000; to Thomas Relley, 25,000; to
William Berqg, $30,000; te Peter Caloyeras, $10,000; and to
Larry Ansin‘s estate in the amount of $100,000, for a totel
restitution amount of £899,000.

In addition, vour Honor =--

THE COUET: How i3 hz going to pay it?

MR. O CONNZE: VYoucs Honor, I do not know how
he is going to pay it, but ! would like the restitution order
in place, ycur Honor, to the e#xtent that assets become known
te the governwent, or to the extent that he gains asaets.

1 do not know the extent to which he may be
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receiving large fees. Throughout the scheme he was telling
people that he had ownership :nterests 10 limited
partnerships; that he had monies coming from various
individuals. He mzde those representatians to the bank. I
think most of them were Zalse. But I jgst deo net know,
except for what he says, how much money he has or is likely
to have available to him.

THE COURT: Okay. I understand.

KR. O'CONNOR: And, finally, your Honor, 1
would ask that the Court issue a forfeiture order that the
government has moved for in the amount of $600,000. And that
is purusant to the supplemental plea agreement.

THE COQURT: Again, where are the funds? In
other words, if I issue an order for forfeiture, that is now.
That 1% not in the future. 1Is there 3600.C0C that you can
identify?

MR. O’CONNCE: We have not specificaliy
identified $600,000, vour Honor. We have agreed with counsel
that the proceeds, as part of Count 48, which refers back to
Count 9, that:that would be 2n 2opropriate figure.

THE CCURT: I3 thers anyv objection to this
motion for order of forfeiture?

MR. McCANN: As to forfeiture, there’s one

modification, your Monor. The govarnment has agreed under

thet order of forfeiture c¢f S600,000 cash that the government
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will not seek to go after -he home that Mrs. Rizzc is living
in during her lifetime, as I uncderstand thac.

THE COURT: Where does it say that?

MR. O'CONNOR: Your Honor, it doesn’t say
that. That was a point raised just pricr to the hearing.

And 1 will represent to the Court that the government will
not seek to forfeit the house as long as Mr. and Mrs. Rizzo
ate joint tensnts. In other words, so long as Mrs. Rizzo is
alive.

(Pause.)

THE CCURT: Well, if I go along with it, I
went the motion and order amended to reflect specifically the
understanding between the parties. It is not that I do not
trust you, #Mr. G’'Conncr -- I do very much -- but, as young as
you &ze, you might die and I might die. 1 want you to put it
in writing so that everybody will understand.

MR. McCANN: I would like to be heard, your
Hon2e, if I may, on & couple of issues.

THE COURT: Okay. I am going to give you an
opportunity to- be heard. 3:-e vou talking about the sentence
or something hefore the se-tsnce”

MR. McCANN: As tc cestitution, your Honor.
As to the issue of restituzion.

THE COURT: Why don’'t we take these in arder.

don‘t I

Ey g~

e

hear from Mr. Savage.
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MR. SAVAGE: Your Honor, I'm just going ta
briefly outline why we thi:~k thaz =22 Zl-month recommendeticn
is what the Court ought tec go w:ith.

Recognizing that :t is a compromise that the parties
reached and it is not necessarily a perfect answer to any
probles, but this -- obviously, 52 months is a substantial
sentence, but this is a sericus case that I think demande a
sericus sentence. |

¥rom a mitigation perspective, Mr. Rizzo has

resolved this in an early manner and saved significant
tesources of the Court ang significant -escurces of a trial,
and ict’s likely to have some benefit for the Federal Election
Commission as well as resolving this matter 1n its entirety.
S the ples agreement r=c=22nizes those facts, and also
recognizes tne fact that Mr., Rizzo did a number of
civic-minded cthings in his life that were gced and to his
ceedit. B8So it recognizes that he did not spend entirely a
life of crime. i
On the other hand. there’'s 2 nurber of aggravating
factors. Onc.‘ot course. 15 “he 3:ze 2f the fraud. A
aillion doilars, obvious!lvy. is svzstantial. This is the
iazgest cas¢ the FEC has ever had. So from their perspective

-= they follow these ell the time -~ it is a matter of some

significance.
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1 2 presidential campaign, 1s an aggravating factor because,
2 unlike the regular persorn who's handling money, Mr. Rizzo not
3 only owed an obligatiocn to the candidate but he owed an
4 i obligation tc the donors and to the taxpayers vho were coming :
5 | up with matching funds for what he was stealing and to the i
¢ voters as a general matter. So this is 3 special fiduciary '
7 relationship that Mr. Rizzo violated. !
a The victim impact statement of the Tsongas campaign i
9 goes through the specific ways that that campaign was hurt, g
10 and I know the Court has reviewed this, s0 I am not going to
i1 go into it again. '
12 But I think the 52 months will give this Court an |
13 opportunity to send the signal that ought to be sent to both
14 campaigns in the future, that campzigns need to strictly
15 watch peopie that are dealing with the money, and to the
is prople that 2re likely to be in Mr. Rizzo’s position in the
17 future wke are actually handling the money, that they can’'t
18 pet it in their pocket or there will be serious consequences
19 to follow.
20 I think, in additicn %o “%e size and the arena in
21 which the fraud eccurred, :the met=2F which Mr. Rizzo used,
2 aggravited & little bit in a wav that justifies 52 months, in
23 the sense that he was using the name of Mr. Tsongas. Ha was
ad uting the name of the Committee.
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appealed to the self-interest ci the people who waie
2 donacting. Those pecople wanted scoething, and he played on
3 3 thet.
< 4 The Trudeau example. that Mr. O’'Connor talked about,
5 is an example of where MNr. Pizzoc tock advantage ot people’s
6 impulse to participate in the process for the right reason.
7 | Trudeau, agree or disagree, had strong ideclogical reasons g
8 for supporting Mr. Tsongas and went to the point of tapping
9 | hisself out entirely financially. and Mr. Rizzo took l
O~
I~ 10 ! advantage of that ideclogy and that belief in the candidate. l
|
D 11 And the system, of course, depends on people like that whe
e 12 i are willing to make sacrifices tc support candidates of their
&? 13 § checosing. And, to the extent that that trust was violated, j
3 14 ! that’'s a particularly aggravating factor. '
o 18 Mr. Rizzo also played on the cancer issue when he i
ij 16 got the anney out cf M:. Kellev. And he talks about how Paul |
~ i7 Tsongas had cancer at the same time that Mr. Kelley’s father
18 had cancer, 2nd sort of playing on Mr. Kelley’s humanity to
i% cet the money. This, again, :s something that is not of the
20 ordinary fraud and is some:hing tha2t -
21 THE COURT: ¥e claims he did not take any
22 soney. HRe says he tock it from somebody else.
23 MR. SAVAGE: ! think Mr. McCann will agree
24 that he originally approached Mr. Griswold, but got the meney
25 eventually from Mv. Xelley.

) ; ; TR y gl:-.‘.\.:‘jil-‘s_‘-":!'-'s o
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MR. McCANN: That's correct, your Honor.

Mr. Kelley worked fo:r Mr. G:i:swold, and the
discussion that allegedly took place, if iz ever took place,
28 it relates to Mr. Kelley

THE COURT: Do vou have it?

{ Pause.)

MR. SAVAGE: The Judge has read the document.
Nr. ®cCann tried to correct it.

THE COURT: This document says Mr. Rizzo
never solicited $40,000 from Thomas Kelley, nor did any of
the conversations take place as described in Paragraph 32.
Mc. Rizzo did solicit $25,000 from a MHr. Thomas Griswold,
Mr. Xelley's employer, during this time frame.

MR. McCANN: Again, correct. One thing 1
left out there. wWe found out, and I did talk --

THE COURT: I can’t hear you.

MR. McCANN: I did talk to the government,
your Heonor, that it was Mr. Kellev that wrote the check out,
not Mr. Griswold. That's the one piece that's not in there.

Y TEE COURT: B8ut veou deny the conversation
took placer?

MR. NcCANN: That's correct. Absclutely.

THE CCURT: All right.

MR, SAVAGE: The Xelley conversation

© thea telied on his claim of having
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naving liver cancer in ccnversat:ons with Paul Tsongas, Elkin
McCallum, and octhers as 2~ expl2ret:on of why he ought to be
given some slack in terms of harnging onto the money. He
didn‘t havs liver cancer. He never had l!iver cancer. It's
not true. 1lt’'s somethinc he relied on to try to spit the
hook here, and that’'s a factcr that aggravates it.

The reasons he wanted the money are also aggravating
factors. HKe basically chose to victimize Paul Tsongas’
friends s¢ that he could pay his ocwn friends at the bank.

All at the same time that he knew he was in desperate
financiel streits, he's pocuring all that money into bockies
and a variety of personal expenses that the Court is familiar
with from the indictment.

Finally, when he got caught, he lied to the
loaners. He lied to the dounors. He lied to the cempaign.
Me lied to the FEC. And while he has met the minimal
standards of acceptance of responsibility, I think the Court,
in reading the presentence report, can see that he’s not,
shall we say, excessive in his expression of remorse or
acknowledgement of the se-:ousness »f what has happened here.

S0 in light oZ beth Tit:igriing end aggravating
factcrs, I think the Court ought to accept the government’'s
versicn and the governnment urges the Court to accept the
52-month agrzeasnt and dispose of the matter on that basis.

TEE COURT: OQkay. Hr. McCann, do you have

o




any quarcel with that recommendat:ion?

MR. McCANN: No., © 2on'%t, yeur Honor, but I
would liks to be heard on 2 couvole oI {ssues.

THE COURT: Go ahead.

MR. McCANN: As far as the porder requesting
testitution, your Honor, my client has nothing.

The reascn we ate here today i3 because my client is
en individual who constantly put business deals together,
borrowed on those deale for the next futurs earnings. And we
are here today because he did precisely what the government
said he did; that is, he borrowad significant funds {rcm
various parties, converted thea to his own uge to take care
cf many obligations that he had made to other people for psst
comuitments. There is no money, your Honor.

With this ssntence, he’s going to be incarcerated
for a ters. When he comes ouvt, there iz nothing for him if
tivere is an order of restitution. He simply can’t earn. Hs
will be €3 to 64 cld. There is no incentive for him te do
snything. In fact, if any:hing, he will be coming out with
that kind cof Damocles sword hanein? ~ver hig head and he will
be despondent.. He zculd bs ir 7 sitvation where he could be
highly depressed, your Hemor, soacthing ha's been treoted for

plready.

S0 I suggest tu you that any kind of order ol

A% ¥
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nothing now. He will have even less thres and a half to four
yaars from now, your Honmor.

But, also, I would ask vour Hono: to consider s
lictle bit of Mr. Rizzo as far as his background. He’s going
to be 60 years cld in December of this year. My partner,

Mr. Maazi, and I spent probably close to nine months working
with this man, end I can tell you we’'ve ilearned an awful 1ot {
sbout him, thz people that he's been associated with, his

history and his background. He spent a great portion of his

e t— o v ———

adult life supporting his family. He's committed to his
femily, his wife, and his public responsibilities. H2's done
this extensively for the past 25 to 30 years. He served on
boards of banks, cof public charities. He's been honcred by
his fellow citizens, both locally, in the state level, and
even nationally. {

During his adult life he was constantly in peositions
of truse. And in those poaitions of trugt, your HWonor, he
dealt with millions and millicns of dollars. And at no tise
wag his integrity or his cheracter ever impugned, never.

what'did happen -- erd vou've probably seen it
coming threugh the courts »<€ neusze™ in the past couple of
years -- is what we had was a man of honor whose work was
patamount. If he went to 2 banke: or he went to a frisnd who
had money 2and said to them. "I am going to put this daal

taguther. Do you want te be involved? Do you want to
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1 invest? May I borrow,” your Heno:, "$150.000, and I will
2 give you iy note for 3t," he alwavs. always, always, paid
3 those notes o¥f., His word was gold. And some of the bankers
4 that %z. O'Connor talked about, if they came before you
5 during the trial, you'd find that many of those funds that
6 were lent were lent based on his word, based on his
7 expacrience with them over the past 10 - 15 years.
8 Wwhat's happened is he built a successful business.
9 He wais always anticipating earnings, borrowing against those
10 earnings for the next year. We've all seen that with
11 developers, pecple who come through here, million-dollar
12 deals with condominiums, commercial properties. And with the
13 tecession, what we have is an absolute disaster: the cash
14 flow stopped, absolutely stopped.
15 Up until that time he met his financial cbligations
14 to those individuals and those financial institutions. The
17 recession destroyed his ability te rapay those loans. #§is
is struggie to maintain his commitments became so overpowering,
18 go intense, that it substantially <louded his judgmen*t and
20 his lost his ability to distinguish right from wrong.
21 Nicholas Rizzo i3 telling vou through me, his
22 agent, your Henor, that he alone was solely responsible for
13 soliciting that $794,000 of funds. He knew it could never be
ry used for the Tiongas campaign. It’'s important to him that
25 you and the public know that he would never have
it e i y .
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intentivnally done anything %o harm Paul Tesongas' campaign.
Hr. Rizzo was not cesponsible for the campaign running out of
money. H# was, from the time th:s decision was made to run
for the presidency until months after Mr. Taongas’ withdrawal
from the campaign, dedicated to the campaign. He exerted
every effort to raise furnds for the Tsongas campaign; and, as
a matter of fect, even after this account, this Andover bank
account became public -- when ! say "“public," puklic to

Mr. Renin, public to Mr. Goldman, which happened, by the way,
in February of 1992 -- he continued for mcnths thereafter to
raise funds to reduce the campaian deficit.

This individual we’'re talking about, your Honor, to
this day considers that he dces have a responsibility to the
onee he solicited, but there’'s nc way he can ever repay those
funds, Most importantly, there’s no way that he can ever
fepair the demage to himself, to his family, and to his
friends who believed in him. He believes that he is
responsible for the actions that he has been charged with,
and he ig willing tec accept total responsibility for those
actions, and RNe authorized us o nezctiate the agreement
which we have before you. 2n7 “e 2s5%s you to accept that
agceament.

In addition to that, we are asking if your Honor

would please allow him to seli-ra2port and alsc allow him %o

gelf-report soxetisme aftar Januacry 1st; and our
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recomaendation would be mMondev. Januzrcy 17.

Thank you.

THE COURT: Mr. Rizzo, you are about toe be
sentenced. As one facing sentencing you have the right to
address the Court. You have the right to tell me anything
that may be on your mind, if you care to do so. If you
preler to remain silent, you may remain silent without the
fear of being prejudiced.

THE DEFENDANT: Your Honor, I take
respoansibility for what I did.

And when you mentioned at the beginning of this
session about me waiving mv constitutional rights, I
understood; but it wasn’t until I heard Mr. O'Conner that 17
tealized the full impact of waiving my rights.

I Bad £o sit hecre and listen to allegations that @
would have nad the oppertunity to defend myseif against in
sourt, but I have given up that right, and I unders:and that;
but I do kmow that some of what came out this afternoon
cimply 1s 20t true.

Substentially, the charges 2r2 true. ! did borrow

I xtill d¢. 1f 1

scney. I accepted responsibilit: Shan,

#vaf have the ability to make monev. I have no way of knowing

that, 1 would pay them back. When I listed my -- what §
consider 5 be ay sutstanding debts -- for the Probation

o, 1 lieted those paopie.

>
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when { -- you know, 8ll rhis goes back te when !
first -- when I first submittgd “he :nformation to the
Committes and then had to submit the iaformation to the FEC,
I listed them all. To the best of my ability, I listed them
all, those that ! bortowed frcem. And they were loans, and
they were loans that were made that ! told each of the
individugls that I would be responsible for, and I still feel
I am responsible for, the repayment.

I know what I did was wrong. I understand chat.

THE COURT: Anything else?

THE DEFENDANT: No, your Honor.

THE COURT: All right. I think that the
recommendation of the government i3 a reasonable one in most
respects, and I am going to follow it. So I am going tc
impose the 5i-month sentence ané the three years of
supervised celease and the $825 special assessment,

With respect to restitution and forfeiture, I will
allow the fogfeiture order as amended here in open court, but
I vant it memoriaslized, and I know vou will do that,

Nr. O'Conner, to reflect thet it 2oes not affect the family

residence as long as they live thsre in the present capacity.

A3 far as the restitution, I will issue that

restitution order as suggested, but only for a period of five

years. And the reason I do it -~ I have no reason to think
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80 ! am not suggesting tha: vou have any hidden assets, and I
1 do not say i1t with fravel:ity.

The argusent has been made to me, [ think it is a
valid one, maybe you have made it, Mr. O‘'Cennor, in the past,
that you could walk out and win Meqabuc}s even though you are
incarceratad. I think the government and those who have been
affected axe -- they should be protected if you do get an
extraordinary pisce of good fortune such as that. So I am
going to issue ar order for restitution in the amecunt
suggested with respect to each cf the debtors that you
ackinowledge yourself. That restitution corder will continue
for a period of five years from this day, and thereafter it
will expire, unless the government can showv that you have
some funds to pay.

Another reason 1 do that is because, I think, &s XNr.
McCann said, five yewurs from now, when you come out, if you
are going to be productive -- you will have every chance of
being preductive -- it seems Lo m® you will be puanished
sufficiently and that you ought tc have the opportumity to
fuce life without that seve:cl-hundrezd-thousand-dollar debt
hznging over vour head.

S0 that will be the sentence. We will issue an
crdez msmeorializing it.

MR. MCCANN: Mgy I -~-

THEE COURT: I will accept the recommendatioa

— - - - - -
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to self-veport. ! assume there w:l! be no objectien.

MR. SAVAGE: Thet's part of the plea
ugreement, your Honor, & date in January.

MR. McCANN: January 17th, your Honor.

THZ COURT: Self—report{ng, January 1l8th.

Anything else that vou have before the Court?

MR. SAVAGE: I move, your Honor, that we
dismiss the counts --

THE COURT: We act on papers. S0 when you

give me the amended order, give Ms. Coughlin the motion to

dismigs, snd we will do that and then I wiil issue an order.

MR. SAVAGE: Thank vou, your Honor.
FR. McCANN: Thank vou, your Honor.

(Whereupon the hearing was adiourned.)

S ——
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FEDERAL FLECTION COMMISSION

WASHINGTON CC 2046l

April 16, 1393
AENORANDUN

TO: Robert J. Costa
Asgistant Staff Director
Audit Division

THROUGH: John C. Surina
Staff Director

FROM: Lavrence M. Ncble ‘)f
General Counsel .- = );2/
Kim L. Bright-Cocleman KA
Associate General Counsel
l,‘! !

Carmen R. Johnscnu’
Assistant General Conbhisel

Delanie DsWitt Painter fp
Attorney

Mary Tabor

Attorney “hﬂ(

SUBZECT: Intecrim Audit Report on The Tscngzs for Fresident
Committoe (LRA % 424)

The Office of General Counsel has reviewsed the proposed
Interim Audit Report on The Tscngas for President Committee
{"the Committee™) dated February 8, 1993, which was gsubmitted
to this Office on February 9, 1993.1/ The following

1/ The Audit Division submitted an initial draft of the
Interim Audit Report to this Cffice on November 10, 1392;
however, the suditors made extensive and substantial
revisions tos the draft as a result of the receipt of
additional information, corrections, and editing changes.

Qur comments are on the revised version of the proposed
Interim Audit Report. This Office considers the due date for
Gur comments on a proposed report to be based on the date
that this Office received the most recent revision of the
proposed report, in this instance, Februscry 9, 1993,



memorandum contains cur legal &nalysis of the findings and
recommendations {n the proposed Interim Audit Report.2/
Should you have any guestions about our comments, plaalc
contact Delanie DeWitt Painter or Mary Tabor, the attorneys
assigned to this audit.

We nole at the outset that the Commission issued

additional subpoenas related to the Andover Bank account
; transactions on February 11, 1993, Information from

responses to these subpoenas is not included in the current
version of the proposed Interim Audit Report, and additional
changes way be necessary. Moreover, additional information
relevant tc the Andover Bank account issues has come to our
attention througk a grand jury indictment filed against
Nicholas A. Rizze, Jr. United States v. Rizzo, No. CR
93-10056-T (D. Mass. filed rebruary 22, 1993).

We further rote that a number of findings in the
proposed Interis Audit Report as well as a portion of the

preliminary repayment calculation are related to excessive
~ and prohibited contributions received by the Committee. A
; recommended Tceasury payment of 571,525 includes the

O following excessive contributions: (1) $9,419 projected on a
sample basis; (2) $10,192 (including $7,312 in untimely

L refunds) identified in comprehensive reviews of the

s Committee’s contributor database; (3) $21,500 from the

i partnership of Foley, Hoag & Eliot; (4) $1,100 deposited into

o) the Commictee’s Texas account; and (5) $29,314 deposited into
the Andover Bank acccunt. We note that the proposed Interim

0 Audit Report excludes cother apparently excessive
contributions from the Treasury payment, including loans

P solicited by Mr. Rizzo ostensibly to benefit the Committee,

< a contribution by the Armenakis & Armenakis law firm, and

contributions resulting from advances under 1li C.F.R.
§ 116.5.

The necessity for a Treasury payment rather than refunds
to contributors originated with the Audit pivision's proposal
for the current alecticn cycle to test rezceipts on a sample
basis. Under the sanpling procedure, the Audit Division does
not identify the specific individual contributors in the
sample who should receive refunds of excessive or prohibited
contributions. At the time the Commission approved the
sampling procedures, this Office cited the equitable relief
theery of disgorgement as 2 possible basis for requesting
committees to pay illegal contributions to the government.

b, f

2/ Parenthetical references are to the placement of findings in
the proposed report. Throughout our comments, "PECA" refers to
the Federzl Eliection Campaign Act of 1971, as amended, Z U.S.C.
§§ 431-455, and "Matching Payment Act” refers to the

Presidential Primary Matching Payment Account Act, 26 U.S.C.
§§ 9031-9041.
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See 2 U.B5.C. § 437d(a)(€6) and 437g(a)(6)(A) (giving
Commission power to obtain equitable relief). s.. generally

United States v. Bonanno Organized Crime Famil La Cosa
Nostta, 683 F. Supp. 1411 (B.D.N.Y. 19688), aft’ E BTI F.2d 20

T2d Cir. 1989} (holding disgorgement to be an appropriate,
non-punitive remedy to deprive wrongdoers of their ill-gotten
gains and to deter future violations). Another advantage of
the disgorgement approach is that it eliminates the nead for
the Commission to monito:r a committee’s refunds of illegal
contributions, would be easier for a committee than refunding
multiple contributions, and might serve to deter FECA
violations. Therefore the Commission adopted the
disgorgement approach, and notified committees that excessive
and prohibited contributions must be paid tc the United
States Treasury. Presidential Committee Notification Letter
- Use of Sampling to Project the Dollar Value of Audit
Findings, apprcved May 29, 1992. The Commission sent
letters to comaittees on June 2, 19%2, which stated that the
Commission would no longer reccgnize untimely refunds,
redesignaticons or reattributions made more than 60 davs
following a candidete’s date of ineligibility or made after
the date of receipt of the notification letter, whichever was
later. The letter stated that after the deadline the
Commission would request committees pay the amount of
unresolved prohibited and excessive contributions to the
United States Treasury.

Some significant precblems are now emerging as a result
cf the implementation of this policy. One is that the
disgcrgement zpproach raises the possibility that a committee
would have to make two payments for & particular illegal
contribution if the Committee had already refunded the
coniribution to the contributor. For example, one
presidential committee argued that the deadline for refunding
excessive contributions was not clearly conveyed by the
letter and ancther argued that the appropriate officials in
the campaign organization did not receive the notification
letter. The result was that these committees refunded
excegssive contributions after the deadline and, thus face the
possibility of paying the same funds to the United States
Treasury. The Commission did not intend to require auplicate
payments from committeee when it implemented this pclicy.

Duplicate payments could also occur if the contributien
was in the form of a2 locan or staff advance. Arguably, such a
result would be inequitable. A person making a loan, unlike
cther contributors, has a reasonable expectation that the
funds will be returned when the loan is repaid. Similarly, a
staff person who advancees funds tc the committee,
particularly for his or her own travel and subsistesnce, has a
reascnable expectation that the advance will be repaid. Yet
section 116.5 provides that staff advances zre contributions
except in strictly liwited circumstancee, which are largely
out of the staff psrson’s control. If committees wmust pay
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3/ Hr. Rizzo opened the Account in sarly March, 19%1;
however, the Cemmittee asserts it did not become aware of the
Account until early 1992 when a contributor notified the

Committee that his contribution had not been acknowledged.
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loans and staff advances to the United States Treasury, they
may be unable or uawilling to also repay the staff or

lenders. Arguably, it is against public policy to dilcouraru
committeas from repaying their loans and obligations, even if
the debts are illegal contributions. Thus, disgorgement may

be inappropriate for contributions in the form of lcans or
staff advances.

Moreover, the approach has not yet been codified in the
Commission’s regulations, and it is not based on any
provision of the FECA. Thus, the approach may be susceptible
to challenge by an audited committee.

We note that the proposed Interim Audit Report does not
recoemend a2 repayment to the Treasury based on loans and
staff advances. We concur with this approach fcr the reasons
stated above. While potential problems remain, this Office
understands that the Audit Division wishes to pursue

repayments of all other excessive contributions, as
originally planned.

We concur generally with a number of findings in the
proposed Interim Audit Report which are not discussed
separately below. We conrcur with the analysis of the
Victoria Bank and Trust Account (II. B., II. A. and B., IV.
C. and D.), including the two excessive contributions
totaling $1,100. Moreover, we agree with the recommendation
concerning misetatemants of financial activity (IIiI. B.).

I, THE ANDOVER ACCOUNT (1XI. A., III. A. and B., IV. C. and D.)

A. Baciground

Prior to fieldwork on the audit of the Committee, the
Committee’s counsel disclosed that campaign staff had discovered
an unauthorized bank account {"the Account”) maintained by
Nicholas A. Rizzo Jr., a fundraising consultant, in the
Committee’s nzme at the Andover Bank in Andover, Massachusetits.3/
On September 8, 1992, the Commission issued subpoenas to Hr.
Rizzo, two of his companies, eight banks, six individual

lenders, an accountant who was paid $19,000 from the Account,

and the Committee’s printer. Review of the subpoena responses
indicated that additional information was necessary. Therefore,
the Cocmmission issued additional subpoenas to ten of the
criginal entities and individuals and one additional financial
institution on February 11, 1993, The Audit Division has
referred apparent violations by Mr. Rizzo and the individual
lenders to this Office. MUR 3585, Moreover, a grand jury
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indictment recently filed against Mr. Rizzo reveals additional

facts which may have an impact on the audit and repaynsnt isauas
related to the Account.4/ United States v. Rizzo, No.

CR 93-10056-T (D. Mass. filed February 2<, 1993.)

Accerding to the Committee, Mr. Rizzo contrclied the
Committee’s finances, was authorized to function as the chiet
fundraiser, and was paid a consulting fee.5/ During most of
1991, the Committee’s business was handled from Mr. Rizzo’'s
office in Andover. He had authority to approve payment
vouchers, wrote checks on the Committee’s accounts, and
controlled the checkbook for the operating account until late
1991. Mr. Rizzo was paid a monthly consulting fee e@ither
directly or through his consulting firm, Benco Consulting and
Marketing, Inc. (“Benco"), a Massachusetts corporation for which
he serves as president and treasurer.

The Audit Division’s review of available Account records
concludes that net deposits into the Account totaled $719,309.
It appears that less than $200,000 of the funds in the Account
were legal contributions within the prohibiticns and limitations
of the Act. According to the Audit Division’s review, at least
1o $189,737 =-f the $719,309 deposited intec the Account were
apparently individual contributio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>