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£1.100° (see Finding IITI.A.). Committee representatives hawe
asecded the Statement of Organization te disclose this accommt.

The recommendations relating to the activity ian these
accounts is discussed further in FPindings 1II.A., IIZI.B., IW.C..
and IV.D. below.

III. Fisdings and Recommendations - Non Repayment Eattecs

A. Apparent Excessive Contributicns

Section 44lala) of Title 2 of the United States Code
states, in relevant part, that no person shall sake contributions
te amy candidate and his authorized political committses with
respect to any electiomn for Federal Office which, in the
aggregate, exceed $1,.000.

Section 44lal(f) of Title 2 of the United States Code
states that ao candidate or political committee shall knowingly
accept amy comtributiom or make any expenditure in viclatiom of

of this section. No officer or emplogee of a
committee shall knowingly accept a contribution asde for
it or use of a candidate, or knowingly make any

on bebalf of a candidate, in viclation of any
imposed on contributions and expenditures under this

119.1 ef Title 11 cof ths Coda of Tadasal
Fegulatioms states. in part. that a contribution shall ke
considered to be made when the contributor relinguishes caatral
ower the comtribution. A comtributor shall be considezed to
reliaguisk comtrol over the contribution when it is delivesed by
the comtributor to the candidate, to the political committes, or
to an agent of the political committee. A contribution that is
sailed to the candidate, or to the political committee, or to a=n
m pelitical committee, shall be consideced to be aade

Secticm 110.1(e) of Title 11 of the Code of PFedesal
Begulations states, im part, that a contribution by a partascship
shogld be a":ibuted to the partnership and each partner, and that

Tiom by a partonership shall not exceed the limitations
z 11 Cre 110.1(b).

Sectiom 100.7(a)(1)(iii) of Title 11 of the Code of
Begulations states that the term "contribution” iacliades a
sabscription, loan, advance, or deposit of money or soything
The ters "anything of value™ includes all in-kind
comtributions. Ualess specifically exempted under 11 CFB
$100.7iD), the provision of any goods or services without ch:gl
or at 2 charge which is less than the usual and normal charge for
such goods or services is a comtribution.
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of value and attributing as the susoe of !
thing of value ancther person when in Sact e comcibater is the
source .

such political committee, the name anc o
sakes any comtribution in excess of §$50, together wkith the date
and amount of such coatribution by any pecson: and the
jdeatification of any persom who salss a2 contcilmtian o
contributions aggregating more than $II0 durimg 2 calendsr peer,
together with the date and amount of any such omeribatian.

Section 104.14(h) of Title II of the Coie of Pelecal
Begulations states, in part, that each polictisal coamEttes
reguired to file amy report under this subichagter shall ssistais
records relevant to such reports, inclodisg Dank seconls, with
respect to the matters reguired to be regocted faclafisg vouchers,
worksheets, receipts, bills and accounts, witich shall growide im
sufficient detail the necessary information from sibdch the fHled
reports may be verified, explained, clacified and chechked Sor
accuracy and completeness.

Individuals

Loans From

-

As noted in Sectiom IT.I.=. traas Srom elght

individuals were negotiated by Nr. Sizze Thege InSSsidScals =als
16 loans totaling $794.000 (see Attachmens IT B =Ff Sy 3£

loans, totaling $280.000, were deposited ats acoomsts of Br.
Rizzo and the remainder was depuosited iats the Amdovesr Roooemt.
As noted previocusly, only three of the Ilcans ase been completely
or partially repaid.

Furthersore, four of the esighs Indiwideels e sade
loans to the Committee made additicmal $1_ 000 comeribstians T the
Committee. Another lender sade comtributions tstalimg STSE.
Therefore, it appears that the Committee as ceceived sscessive
comtributions from eight individuals totalimg ST 7SE 15794 000
in loans - $3,.250 in available contribution [iastasSoms).

In the interim audit repocrt, the Jmiic stalff
recommended that the Committee provide inforast o= o show tThat
the aforementicned transactions did not constitaces Impermissible
excessive contributions totaling $790,.7342 AcsaTT Sprt Showing.,
it was recommended that the Committee regay tThess nfivideals
$725,.750 ($790,750 - 565,000 previcusly regaid

If funds were not availsbles to make such
repayments, it was recommenced that the Comeittse #grisse The
amounts as loans owed by the Committee on Scheduls T-F.
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In response to the interim audit report, Counsel
for the Committee states that the loans sclicited by Rr. Rizzo are
not Committee obligations for the following reasons:

"Regarding the sizable loans obtained by Mr.
Rizzo from various individuals, the superseding
indictment charged that 'defendant Rizzo
fraudulently obtained locans in the amount of
$794,000 which he falsely represented to the
individual lenders would be to the benefit of the
Committee.’ Mr. Rizzo has consistently stated that
these loans were intended to be his individual and
personal obligations. (Rizzo states ’‘they were
loans that were made that I told each of the
individuals that I would be responsible for, and 1
still feel I am responsible for, the repayment’).
His attorney stated to the sentencing court that
Mr. Rizzo ‘knew [the loans] could never be used for
the Tsongas campaign.’ Apparently he also told the
Commission the same under ocath. In imputing these
loans to the Tsongas Committee, the Audit staff
apparently has rejected these admissions without
explanation.

"Mr. Rizzo was acting beyond the scope of any
conceivable agency in soliciting such loans for the
Committee. Acts within the scope of an agent’'s
employment include only those 'acts done on bshalf
of a corporation and directly related to the
performance of the type of duties the employee has
general authority to perform.’ Mr. Rizzo had no
actual authority to solicit loans from contributors
in the name of the Tsongas Committee, nor could he
be held even to have apparent authority to do so,
since such solicitations are in direct violation of
federal election law. Moreover, the sentencing
transcript details the bizarre web of deception
employed by Mr. Rizzo in securing these loans. MNr.
Rizzo was engaged in activity planned by him for
his own benefit when he solicited the loans, both
the Committee and the lenders were victimized by
this activity, and he thus clearly was acting
outside the scope of his agency. (’The reasons he
wvanted the money are also aggravating factors. He
basically chose to victimize Paul Tsongas’ friends
so that he could pay his own friends at the bank').

"Because Mr. Rizzo was not acting within the
scope of his agency in soliciting the illegal
loans, the Committee never ’'received’ the proceeds
of the loans and, needless to say, never deposited
the loans into a Committee account. For this
reason, it is the Committee’s position that it did
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not receive ‘excessive contributions’ in the amount
of the loans. More significantly, and in full
accord with the Committee’s position, the federal
court has ordered Mr. Rizzo to repay these loans to
the lenders, and not to the Committee. It is
inappropriate for the Audit staff to expect the
Committee to receive the loan proceeds from MNr.
Rizzo or to repay them to the lenders.

"Although the Committee strongly believes that
its position is correct with respect to all of the
loans, it even more emphatically takes issue with
the Audit staff's conclusion that checks smade out
to Mr. Rizzo personally or to his business are
somehow contributions to the Committee. No
suggestion is made that these loans were somehow
in-kind contributions or payment of Committee
obligations to Mr. Rizzo. Nor is there any basis
to find a political contribution solely because of
the purported contributor’s intent if the
contribution did not get delivered to a political
committee, to a committee’'s agent acting within the
scope of agency, or otherwise used by the recipient
for purpose regulated by FECA. By way of
illustration, if a Tsongas supporter announced on a

treet corner that she intended to contribute $50

in cash to the candidate, and she then was mugged

she has not thereby made a
political contribution merely becauss her money was
taken in response to a stated desire to assist a
candidate.”

The Audit staff does not find the Committee’s
arguments to be persuasive. As noted previously at Section
IT.A.7.2., Mr. Rizzo is considered an agent of the Committee.
Contrary to the Committee’s contentions, Mr. Rizzo’s receipt of
the loan checks from the lenders constituted receipt by the
Committee beczuse Mr. Rizzo was a Committee agent with authority
to accept contributions. It is immaterial that Mr. Rizzo
converted most of the contributions for his personal use. Rather
than interrupting the conveyance of the contributions to the
Committes, Mi. Rizzo embezzled the funds after he had accepted
them as an agent of the Committee.

In addition, it appears that Nr. Kanin and Senator
Tsongas were aware of at least one of the loans and Mr. Kanin
appears to have been involved in the soliciting of another locan.
This would indicate that Mr. Rizzo had been given the authority to
solicit loans on the Committee’'s behalf and was not outside the
scope of his agency. Although the Committee was not aware of all
the loans, solicitation of loans does appear to be in Mr. Rizzo's
dominion as an agent of the Committee. With respect to the loans
which were not made payable to the Committee, it appears that Nr.
Kanin was at least initially involved in the solicitation of one
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of the Trudeau loans and the evidence indicates that Mr. Rizzo
solicited all of these loans on behalf of the Committee even
though the money was not forwarded to the Committee’s main
operating account.

Regardless of Mr. Rizzo's recent statements
concerning his perceived personal liability to repay the loans,
testimony from each of the lenders establishes that the clear
understanding when the loans were made was that the money wus for
the benefit of the Committee. As noted above, Mr. Rizzo seclicited
each loan ostensibly on behalf of the Committee, and the lenders
relied on his authority. It is unlikely that the lenders, many of
whom did not know Mr. Rizzo, would make personal loans to him of
such magnitude.

With respect to the loans not made payable to the
Committee, the clear intent was to loan the Committee funds by
routing it through another individual (Mr. Rizzo) in an apparent
attempt at circumventing contribution limitations as they were
explained by Mr. Rizzo. Also, the Committee’'s analogy is not on
point. If the same individual had given the $50 to a well
recognized fundraising agent of the Committee, and that agent
misappropriated the funds, the contributor has made a
contribution, and the Committee through its agent received the
contribution in accordance with 11 CFR §110.1(b)(6) even though
the funds were stolen prior to the Committee having access to
them.

Therefore it is concluded that the loans from the
eight individuals constitute excessive contributions to the
Committee, solicited by Committee agents and received on behalf of
the Committee by a Committee agent. Such loans are reguired to be
disclosed as (1) contributions on Schedule A-P, (2) debts owed on
Schedule C-P, and (3) when repaid, as loan repayments on Schedules
B~P and C-P.

- Excessive Contributions from Individuals

The Commission notified the Committee by letter
dated June 2, 1992, that a sampling technigque would be used to
determine the amount of excessive contributions received by the
Committee. That letter states, in part, "Commission regulations
provide committees with 30 days in which to refund contributions
which appear tc be prchibited, and 60 days in which to seek the
reattributions, redesignation or refund of excessive
contributions. 11 CFR 103.3(b)(1), (2), and (3). Contributions
resolved by committees outside these time periods will not be
considered mitigated violations. The Commission will no longer
recognize any untimely refunds, redesignations or reattributions
made more than 60 days following a candidate’s date of
ineligibility or after the date of receipt of this letter,
whichever is later. After this deadline, the Commission will
request that all unresolved prohibited or excessive contributions
be paid to the United States Treasury."




Our review of contributions from individuals
identified apparent unresolved excessive contributions totaiing
$71,525. This amount was derived from a comprehensive review of
the two undisclosed bank accounts (see Section II.); an extensive
review of contribution checks from a partnership; comprehensive
reviews of selected coded transactions from the Committee's
receipts data base; and a sample review of the remaining
contributions from individuals. At or subsequint to the exit
conference, the Committee was provided with various schedules
detailing the apparent excessive contributions, as well as
relevant check copies from the sample review. The following is a
summary of this excessive amount.

Recap of Excessive Contributions

Total amount of
excessive
Type of Review contributions

Texas Account $ 1,100

29,314

Andover Account

21,500

Partnership Contribution

"Refund®™ Coded Contributions:
Not Refunded or Not
Cleared Through Bank

1,330

Untimely refunded contributions 7,312

Excessive Contributors on Data Base 1,550

Dollar Value Projection of errors

from the sample 9,419
N Total Amount of Unrescolved Excessive Contributions 311‘532

Payable to the United States Treasury

In the interim audit report, the Audit staff

recommended that the Committee:

u Provide evidence that the contributions in questicn are
not excessive;

o In regard to the two refunded checks written by the
Committee which had not cleared the bank, provide evidence of
these funds clearing the bank (i.e., copies of the front and back
of the negotiated refund checks);

¢ With respect to the contributions drawn on the
partnership account, provide evidence regarding the partnership’s




payment structure to show that the funds contributed were within
exclusive control of the individual partners;

o Absent any evidence that demonstrates that the above
mentioned contributions are not excessive, make & payment to the
United States Treasury in the amount of $71,525.

The discussion of each area of excessive
contributions and the Committee’'s response to the interim audit
report concerning each follows.

a. Comprehensive Reviews

1. Undisclosed Bank Accounts

As discussed above, two undisclosed bank
accounts were reviewed during the audit. Our review of the Texas
Account identified 2 excessive contributions totaling $1,100. The
review of the Andover Account identified 42 contributors (in
addition to the lenders discussed above) who exceeded the
contribution limitation. The excessive portions of these
contributions total $29,314. Therefore, the total amount of
apparent excessive contributions from the two undisclosed bank
accounts is $30,414 [$29,314 + $1,100].

The Committee stated that it would
recognize the Texas Account and file an amended statement of
organization, As discussed in Section II., the Committes disavows
the Andover Account. However, it has demanded that Mr. Rizzo
forward the amount of contributions from individuals. Therefore
it appears that the Committee had acknowledged these contributions
as Committee funds.

In response to the interim audit report,
Counsel for the Committee states that the Committee does not
contest the finding that $1,100 of excessive contributions were
made to the Committee’s Texas Account. It is also noted that the
Committee has filed an amended Statement of Organization to
recognize the Texas Account.

With respect to the Andover Account,
Counsel for the Committee states in response to the interim audit
report that the Andover Account is not an account of the
Committee. The Committee does not contend that the Federal
Election Campaign Act ("FECA") is irrelevant to the Andover
Account. The Committee acknowledges that 2 U.S.C. §432(b) and 11
CFR §102.8 were violated by Mr. Rizzo with respect to forwarding
contributions and contributor identifying information to the
treasurer within ten days of his receipt.

The Committee has sent a letter to Mr.
Rizzo demanding that he forward the amount of all contributions to
the treasurer. Counsel states that to date no payment has been
received and that the Committee considers the amount to be
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uncollectible. Counsel further states that it is the Committee's
position that it never received the $29,314 in alleged excessive
contributions deposited into the Andover Account and that if the
contributions had been forwarded to the treasurer in compliance
with FECA, they would have been refunded in a timely manner to the
contributors.

As discussed previously, the Audit
staff’'s position is that the Andover Account is an account of the
Committee. However, that dispute aside, the contributions from
individuals deposited into the Andover Account were, for the most
part, permissible contributions received by the Committee’s chief
fundraising agent. The fact that some of the funds were
misappropriated before the Committee could apply them to a
campaign purpose does not alter the fact that they were received
by the Committee through its authorized fundraising agent. It
also does not change the fact that a portion of the contributions
were in excess of contribution limitations. It is the Audit
staff's opinion that these moneys were received by the Committee
and result in the excessive contributions noted above. The fact
that the money was not forwarded to the Committee’s main operating
account does not mean that the Committee did not receive these
excessive contributions.

ii. Partnership Contribution

We reviewed contributions from a Boston
law firm in which the candidate is a partner. Our review
identified 25 contributions totaling $22,500 made on partnership
checks, all drawn from the same account. Since partnership
contributions are limited to 51,000, an excessive contribution of
$21,500 results.

At the exit conference, the Committee
stated that they believed these contributions were made by
individuals. In support of this contention, the
Committee provided a letter from the executive director of the
firm stating, in part:

"... all checks drawn on accounts of [the
firm) as a political contribution to the
Tsongas Committee, Inc. were done so at the
direction of the individual partnesrs of the
firm. These contributions are deducted from
the specific Partner’s net income
distribution.”

The Committee also provided 23 additiomal
documentation letters from the individuals to support the
assertion that the contributions are drawn on the partnership
account but represent the contributor’s personal funds. However,
the regulations state that a contribution by a partner on a
partnership check shall be attributed to the partnership and to
the partner. Since all the contributions are drawn on partnership
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checks from the same account, the contributions must be attributed
to the partnership, as well as each individual partner, which
results in an excessive contribution from the partnership.

In response to the interim audit report,
the Committee provided a letter from the Executive Director of the
law firm as clarification of the firm's payment structure. This
letter states, in part, that "all checks drawn...as political
contributions to the Tsongas Committee, Inc. were done so at the
written direction of the individual partners of the firm who chose
to make contributions. These contributions were deducted from the
specific Partner’s individual net income distribution.

"Throughout the fiscal year the law firm
distributes only eighty percent of the profits earned by the
equity partners. Twenty percent is held back and is distributed
at the end of the fiscal year. Accordingly, the law firm held
funds allocable to each equity partner from which specific
political contributions were made. One semi-retired Partner, who
was paid one hundred percent of his fixed compensation monthly,
contributed $500 which was deducted from a year end bonus."

9

Further, Committee Counsel states that
e since the early days of the Commission, contributions from “non-
repayable drawing accounts™ have been recognized as lawful
individual contributions.12/ The Committee thus contends that the
o 3 contributions in question were not contributions "by a
partnership.”

The Notice referred to by the Committee
s dealt with funds contributed from corporate non-reimbursable
drawing accounts. The Regulations make a distinction between
corporate and partnership contributions and the respective
- treatment. In addition, the Committee response refers to written
direction by the individual partners. However, documentation to
M~ support these written authorizations was not provided to support
this contention. Also, the response does not clarify whether the
partnership places any restrictions on partners’ deductions from
the firm accounts or whether the net income distributions are ever
repayable to the partnership. Finally, there is no indication
given that the partners are able to draw against the 20% in
profits that are held back by the partnership prior to the end of
the year.

The Committee has not provided evidence
tc demonstrate that the funds contributed were within the
exclusive control of the individual partners. Although the
contributions should be attributed to the individual partmers, the
regulations call for the contributions to also be attributed to

12/ The Committee refers to the Notice to All Candidates and
Committees (Aug. 28, 1978).
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the partnership which results in the excessive contribution noted
above.

iii. Selected Codes on the Committee’s
Receipts Database

The Committee’s receipts database
utilized a coding system with respect to contributions from
individuvals. A "P" coded contribution indicated the contribution
was for the primary election. A "B" coded contribution indicated
an insufficient funds check was written by a contributor. An "R"
coded contribution was to indicate a refund was warranted.
However, as noted below, refunds were not made for all of the "R"
coded transactions.

A review was performed on the "R" coded
contributions. It was determined that the contributions were
coded "R" because they resulted in either excessive or prohibited
contributions. Our review was designed to determine if the
contribution refunds were made and if so, made timely. The review
identified 34 contributions totaling $8,642 which on their face or
in the aggregate exceeded the $1,000 contribution limitation.

Included among these 34 contributions are
27 totaling $7,312 that the Committee refunded on June 17 and 18,
1992. None of these 27 refunds were made timely. As noted above,

the Commission’s letter dated June 2, 1992, stated, in part, "The
Commission will no longer recognize any untimely refunds,
redesignations or reattributions made more than 60 days following
2 candidate’s date of ineligibility [May 18, 1992) or after the
date of receipt of this letter [June 8, 1992), whichever is
later.”

After being informed of this matter, the
Committee provided the following response:

“The committee interpretation of untimely refunds
wvas the later of 60 days following a date of
candidate’s ineligibility or 60 days after the
receipt of the letter. In this context the subject
refunds were timely. After review cof the letter
with Mr. Swearingen, I understand our
interpretation was based on a misleading
explanation of the time limits in the June 2
letter. I feel and hope the committee will not be
found in viclation of this regulation based on the
misinterpretation of this misleading letter."

These contributions are included among
those requiring a payment to the U.S. Treasury.

The remaining 7 excessive contributions
coded "R" include 5 for which refund checks were not issued by the
Committee, and 2 where refund checks were issued but had not
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cleared the bank as of July 31, 1952. The excessive portions of
these contributions total $1,330.

In addition to the "R" codes, the Audit
staff identified 6 contributors on the receipts database which
exceeded the contribution limitation by $1,550. These contributors
were identified by totaling contributions for all individuals and
identifying those contributors whose contributions totaled more
than $1,000.

In response to the interim audit report,
Counsel for the Committee stated the Committee does not contest
the six excessive contributions which were identified from the
receipts data base. With respect to the seven excessive
contributions coded "R", the Committee provided a photocopy of a
canceled refund check of $50 which had been issued on June 17,
1992 but was not negotiated until after completion of fieldwork.
Counsel states that subject to modification for this item, the
Committee does not contest the remaining excessives coded "R* but

o not refunded. Although the Audit staff agrees that the excessive
contribution has been refunded, it is noted that the refuncd check
was issued after the Committee’s receipt of the letter from the
Commission dated June 2, 1992. Therefore, the amount of this

s excessive contribution ($50) would still be payable to the U.S.

Treasury along with the 27 items totaling $7,312 which are

previocously noted.

With respect to the excessive
contributions which were refunded by the Committee after receipt
of the June 2, 1992 letter, Counsel for the Committee in response
to the interim audit report stated that the Committee contested
these excessive contributions for three reasons. PFirst, the
Committee claims that it was confused by the following wording in
the letter:

4

"The Commission will no longer recognize any
untimely refunds, redesignations or
reattributions made more than 60 days
following a candidate’'s date of ineligibility
or after the date of receipt of this letter,
whichever is later.”

9

The Committee further states that it
reasonably interpreted this letter to mean that untimely refunds
would not be recognized more than 60 days feollowing the later of
the date of ineligibility or the date of receipt of the letter
[August 5, 1992] and accordingly certain refunds were made on June
17 and 18. The Committee submits that given these unigue
circumstances, these refunds should not be disregarded as the
Audit staff proposes.

Second, the Committee submits that it
should not be required to pay these amounts twice -- once to the
contributors and once again to the Treasury. The Committes
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contends that, although the Commission may choose at its
discretion not to consider the refunds as a mitigating factor in
any ensuing enforcemesnt proceeding, requiring a dollar-for-dollar
payment to the Treasury is purely punitive and inconsistent with
both the established enforcement process for FECA violations and
the enumerated bases for a repayment finding.13/

Finally, the Committee submits that even
if the Commission possessed the statutory authority to perform an
"end-run around” the enforcement process and assess such a penalty
in the context of the audit process, it is inappropriate to invoke
such a new principle in an informal letter to a committee, rather
than through recognized rulemaking channels.

In the Audit staff’s opinion, the
Committee’s interpretation of the Commission’'s June 2, 1992,
letter does not comport with the published regulations. The
Committee is arguing that a reasonable reading of the Commission’s
letter would allow the Committee 60 days beyond the receipt of the
letter to timely refund contributions which, according to the
plain language of the regulation, should have been refunded before
the letter was mailed. The Audit staff did not consider this a
reasonable reading of the Commission’s letter.

With respect tec ths <o
should not be reguired to pay the amounts twice

nienition that they
» the Committee
chose to make the refunds after being notified by the Commission
that such refunds would not be recognized. Thus, it was the
Committee’'s choice "to pay the amount twice."

The Committee also argues that it is
inappropriate to invoke a new principle in an informal letter to
the Committee rather than through rulemaking channels. Agencies
are reguired to comply with the Administrative Procedures Act’'s
notice and comment provisions for “"legislative rules™ it issuwes.
However, an exemption from these reguirements is created for
"interpretive rules, general statements of policy, or rules of
agency organization, procedure or practice.” An agency =makes a
general policy statement if the announcement either acts
prospectively or leaves the agency and its decision-makers free to
exercise discretion. The 1992 letter to presidential committees
falls within the interpretive rule exemption. It does not
substantially alter the Committee’s rights or interests. Rather,
it is interpreting a current regulation., Section 9038.1(a)(2) of

13/ The Committee incorrectly refers to the disgorgement of
these funds to the U.S. Treasury as a "repayment™ which
would be governed by 11 CFR §9038.2. Rather, the
payment to the Treasury is the only method of removing
the impermissible funds from the Committee’s accounts,
once the regulatory time periods recognized by the
Commission have expired.
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Title 11 of the Code of Federal Regulations allows the Commission
to conduct examinations and audits "as it deems necessary to carry
out the provisions of this subchapter.”

The requirement that the Committee
disgorge unlawfully retained contributions to the Treasury is not
a new policy which significantly affects committees’ rights or
interests. A policy statement does not "alter the rights or
interest of parties, although it may alter the manner in which
parties present themselves or their viewpoints to the agency."
American Hospital Ass’'n, 834 F.2nd at 1047 (citing Batterton v.
narshalIT’Sls F.2d 694, 707(D.C. Cir. 1980)). The committees’
rights and interests have not been affected here. Their duty with
respect to illegal contributions is to redesignate, reattribute or
refund these contributions within either 30 or 60 days, pursuant
to 11 CFR §103.3. Therefore, the Committee has a general duty to
relingquish unlawfully retained contributions. The 1992 letter
does not alter this duty; it only notifies committees that all
such untimely unresoclved contributions must be paid to the United
States Treasury.

b. Sample Review

The contributions that were not included in
the comprehensive reviews discussed above were tested on a sample
basis. The sample indicates that .1984% of the dollar value of
the contributions or $9,419 represent excessive contributions.

In response to the interim audit report,
Counsel for the Committee states that the Committee does not
contest the excessive amount determined from this review.

The Committee has not complied with the
recommendations contained in the interim audit report. As noted
previously in regard to the specific areas, the Audit staff
concluded that arguments submitted by the Committee were not
persuasive and therefore a 571,525 payment to the U.S. Treasury
was warranted.

Due to the Committee’s apparent
misunderstanding of the Commission’s June 2, 1992 letter and
relatively prompt action based on their interpretation of the
letter, the Commission determined on December 8, 1994, that a
payment to the U.S. Treasury for the 28 items totaling $7,362
which were refunded on June 17 and 18, 1992, was not regquired.
Therefore, $64,163 ($71,525 - $7,362) remains as the total
excessive contributions received by the Committee.

Recommendation #1

The Audit staff recommends that the Commission make a
determination that the Committee is required to make a payment in
the amount of $64,163 to the United States Treasury.
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Excessive Contributions Resulting
from Advances

During our review of the Committee’s sxpense
reimbursements to campaign staff we noted -:go-aot incurred on
behalf of the Committee in excess of the $1,000 contribution
limitation. The excessive portions of the contributions total
§76,435. 1In order to calculate the amount of a contribution
resulting from an advance made by an individual on behalf of the
Committee, payments made by the Committee were applied against
those expenses aggregating in excess of $1,000 that had been
incurred the earliest. Where there was no amount remaining
payable, we considered the last payment to be the refund of the
direct contribution.

a. Staff Advances

Section 116.5(b) of Title 11 of the Code of
Federal Regulations states that the payment by an individual from

T his or her personal funds, including a personal credit card, for
the costs incurred in providing goods or services to, or obtaining
goods or services that are used by or on behalf of, a candidate or
a political committee is a contribution unless the payment is

y 2 exenmpted from the definition of contribution under 11 CFR

. §100.7(b)(8). 1If the payment is not exempted under 11 CFR
- §100.7(b)(8), it shall be considered a contribution by the
o individual unless the payment is for the individual's

transportation expenses incurred while traveling on behalf of a
candidate or political committee of a political party or for usual
and normal subsistence expenses incurred by an individual other
- than a volunteer, while traveling on behalf of a candidate or
political committee of a political party; and the individual is
reimbursed within sixty days after the closing date of the billing
. statement on which the charges first appear if the payment was
made using a personal credit card, or within thirty days after the
™~ date on which the expenses were incurred if a personal credit card
was not used. PFor purposes of this secticon, the closing date
shall be the date indicated on the billing statement which serves
as the cutoff date for determining which charges are included on
that billing statement. In addition, "subsistence expenses”
include only expenses related to a particular individual traveling
on committee business, such as food or lodging.

With respect to advances made by Committee
staff, four individuals advanced funds on behalf of the Committee
(see Attachment VII) resulting in excessive contributions totaling
$60,844.14/ The expenses incurred were for travel and subsistence
and campaign related goods and services. The average number of

14/ This amount was adjusted for a §1,000 exemption under 11
CFR §100.7{b)(8) for two of the individuals for which
the regulation was applicable.
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days outstanding before reimbursement ranged between 11 days and
236 days.

Included in the excessive amount noted above
is $32,658 charged on a campaign official’s credit card in July.
1992, and reimbursed on July 27,1992. The expenses were related
to campaign staff’s stay at the Sheraton Hotel/Towers during the
1992 Democratic Convention in New York (see Finding IV.C.).

According to the Committee its travel agent,
American Express Travel Management Services, would have added a
10% commission to the cost of the lodging as a fee for its
services. In order to save the commission fee the Committee made
its arrangements through the DNC and charged the rooms using a
campaign official’s credit card. The Committee stated that the
convention lodging also included the lodging of the campaign
official who made the advance, and that the Committee thought
since a credit card was used the reimbursement had to be made in
60 days. The Committee stated it made the reimbursement in a
timely manner 10 days after the charge was incurred.

An individual associated with the Texas
campaign advanced funds totaling $15,892, to open Tsongas for
President offices in Texas. The resultant excessive contributieon
totals $14,892. We were unable to determine, based upon the
documentation available, the dates these expenses were incurred.
However, the Committee reimbursed these expenses in full on
February 27, 1992.

The Committee had stated that it "will adopt
the account out of which all expenditures were paid," apparently a
reference to the Texas account, and notes that no excessive
contribution exists. However, the expenses were not paid out of
the Texas account but were paid by and reimbursed prior to opening
the account discussed at Sectiom II.

The Committee was made aware of this matter
during field work and at the exit conference. Schedules detailing
the individuals and amounts considered excessive contributions
were provided to the Committee.

The Committee responded that for the most part
the advances in question were not submitted for payment in a
timely manner, but once submitted were paid in 2 timely manner.
The Committee stated that its reimbursement policy provided that
no reimbursement would be made without complete and proper
documentation. In addition the Committes contends that in most
cases it was not aware of the advances made by these individuals
until the request for payment was made. The Committee submitted
schedules detailing what it felt were the excessive contributions.

Since the expenses in guestion were for either
travel and subsistence not reimbursed in 30 or 60 days as
appropriate or campaign related expenses and were in excess of the
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$1.900 contribution limitation the expenses constitute excessive
comtributions.

With respect to the convention related
sxpenses, the Committee notes:

"The Goldman expenses represented, in part,

‘usual and normal subsistence expenses incurred
by an individual, other than a volunteer, while
traveling on behalf of a candidate’ See 11 CFR
116.5(b)(1). The Audit staff apparently takes
the position that such expenses, to be exempt
from the contribution definition, must be the
expenses of the individual advancing the funds.
The Committee disagrees with this
interpretation. This phrase uses the phrase
"expenses incurred by an (emphasis in original]
individual.” A previous clause in the same
section refers to "the individual’s

O ransportation expenses.’ This distinction in
phrasing indicates that different treatment was
intended for subsistence expenses. At a
minimsum, this inconsistent phrasing creates an

— ambiguity and provides a good-faith basis for

the Committee’s position.

~ In any event, the proposed advance by Nr.
Goldman was presented to and expressly approved
by members of the andit staff prior to the
payment in guestion. The Commission now may not

4 reverse its position to the Committee’'s

detriment.”

The Audit staff believes the Regulations are
guite clear with respect to what is considered 2 contribution

™ snder 11 CFR §116.5, which states if the payment is not exempted
sader 11 CFR §100.7(b)(8), it shall be considered a comtribution.
The exception is for travel and subsistence expenses incurred by
an isdividual for that individual's travel and subsistence. With
the exception of Mr. Goldman’'s lodging, which has not been

ideatified, the expenses are considered a contribution.

Although the Audit staff was aware that the
Committee was attending the convention, no "approval® of any
trassactions the Committee was contemplating or in fact had made
ever occurred. The Audit staff did, however, inform the Committee
that any expenditures made in relation to the convention would be
comgidered non-gualified campaign expenses. With respect to the
reisbursement, the Audit staff was unaware of the transactions
{pgayment by credit card and reimbursement of the expenses) until
after the fact.

In the interim audit report, the Audit staff
recommended that the Committee provide evidence to support that
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the staff advances noted above were not excessive contributions.
In response to the interim audit report, Counsel for the Committee
addressed each of the four individuals ncted as having made

excessive contributions as a result of advances of funds.

For the first individual, the Cosmittee
contends that the expenses were réimbursed promptly and well
within the Commission’s time limit for the refund of all forms of
excessive contributions as set forward in 11 CFR §103.3. The
Committee submits that there is no justification for treating a
"contribution® resulting from an advance more strictly than other
forms of excessive contributions and denying a political committee
a reasonable opportunity to cure the potential violation by refund
or reimbursement.

For the second and third individuals, the
Committee responds that it reimbursed expenses submitted by these
individuals in an exceedingly prompt matter after being presented
with a properly documented regquest. The Committee contends that

M~ the Audit staff disregarded the date that the reimbursement
request was submitted for reimbursement and has drawn the
conclusion of excessive contributions from the date on which,
unknown to the Committee, expenses appear to have been incurred.

. The Committee further states that "in accordance with Committee

reimbursement procedures, no reimbursement was made until complete

and proper documentation of expenses was provided.®

With respect to the fourth individual, the
Committee submitted an affidavit of the Business Manager which
states, in part, that he became aware that certain Tsongas
. supporters in Texas had made advance payments for various
campaign-related expenditures. Although he had not authorized the
expenditures, he authorized reimbursement to be made promptly upon
o learning of the advances and within ten days of receiving
notification of the expenditures. The Committee again states that
™ this reimbursement was within the time limits governing the refund
of excessive contributions as set forth at 11 CFR §103.3.

Finally, the Committee takes issue with the
Audit staff’'s view that "to avoid the receipt of an excessive
contribution, alleged expenses must be 'reimbursed’ by a committee
in the absence of both knowledge of the expenses and sufficient
documentation from the alleged advancing party to substamtiate the
amount and campaign nexus of the expenditures. In addition to
constituting frightfully unsound financial management practices,
such >n approach is bound to run afoul of the Commission’s
requirements for documentation of expenses as set forth at 11
C.F.R. §9033.1(b)." The Committee further submits that it should
be given a reasonmable opportunity to refund allegedly excessive
advances after being presented with appropriate documentation of
such expenditures.

The Committee has not complied with the
interim audit report recommendation. Arguments submitted
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questioning the Audit staff’s treatment of advances made by
Committee staff are not persuasive. The Regulations provide
committees with a time frame for reimbursing advances made by
committee personnel for their travel and subsistence expenses.
These types of contributions are specifically addressed in the
Regulations as having their own set of time frames. Section 103.3
of Title 11 of the Code of Federal Regulations provides time
frames for committees to correspond with contributors and remedy
excessive contributions through redesignation or reattribution.
These remedies are not applicable for expenses regulated by 11
CFR §116.5.

Further, the Explanation and Justification for
11 CFR §116.5, 55 Fed. Reg. 26382 ( June 27, 1989) states, in
part, that "an in-kind contribution will result if an individual
pays the transportation or subsistence expenses of others or pays
other types of campaign expenses, such as the costs of meeting
rooms or telephone services, regardless of how long reimbursement,
if any takes.”™ Thus, the Regulations do not provide for an
- individual to advance funds for any amount of time for campaign
expenses other than for personal travel and subsistence. The
Regulations require committees to form strong internal controls in
order to comply. Not allowing committee personnel to advance
- funds for expenses other than travel and subsistence and reguiring
proper documentation for travel and subsistence would not
constitute unsound financial management. By making clear to
> Committee personnel that they can not incur expenses on behalf of
the campaign except for personal travel and subsistence, the
campaign would have even more careful control over its finances.
In the cases of an individual’'s personal travel and subsistence,
. the Regulations provide 2 reasonable time period for the Committee
to receive proper documentation pursuant to 11 CFR §9033.11(b) and

i to make reimbursement without a contribution occurring. In

3 addition, the Committee is not insulated from responsibility for
complying with 11 CFR §116.5 simply because staff did not submit

™ vouchers timely. This is another case where strong internal

controls and policies should prevent this situation from
occurring.

Advances Made by State Offices

Section 116.3(a) of Title 11 of the Code of
Regulations states that a commercial vendor that is not a
corporation may extend credit to a candidate, a political
committee or another person on behalf of a2 candidate or political
committee. An extension of credit will not be considered a
contribution to the candidate or peolitical committee provided that
the credit is extended in the ordinary course of the commercial
vendor’'s business and the terms are substantially similar to
extensions of credit to nonpolitical debtors that are of similar
risk and size of obligation.

The Committee established an office in New
York to collect the regquired signatures for placement on the New
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York primary ballot. The New York office was administered J.
Armenakis, and was housed in the basement of Mr. Armenakis’ law
firm, Armenakis & Armenakis ("Armenakis"). In addition to Mr.
Armenakis, two other paid Committee representatives worked on the
New York campaign; everyone else worked on a volunteer basis.
According to the Committee, it was recommended that the Committee
obtain 20,000 signatures; however, approximately 13,000 to 14,000
were collected which caused the Lenora B. Fulani for President
campaign to challenge the number of signatures in court.

A review of Committee records indicates that
the New York campaign was funded by Committee payments for
services rendered. The checks were made payable to either Mr.
Armenakis or the law firm. Based upon documentation available,
prmenakis incurred numerous expenses on behalf of the Committee
for goods and services. In total, Armenakis provided the
Committee with documentation to support expenses totaling $45,411.

Qur review of the disbursement reguests
submitted to the Committee by Armenakis to support the expenses
incurred and the payments made by the Committee indicated that
Armenakis exceeded the $1,000 contribution limitation on different

ccasions by amounts ranging from $2,980 to $22,611. The average
number of days outstanding range from 2 to 112,

For these expenses, the Committee paid

Armenakis a total of $31,416, leaving an apparent balance of
$13,995 that remains unpaid and results in a $12,555 excessive
contribution. Included in the amount is $6,000 which Armenakis
notes in a memo to the Committee "N.Y. Telephone called today to
advise us that the latest bill (Jan. 25 - Feb. 24.) will be over
$6,000)." Armenakis has not submitted a phone bill to the
Committee for reimbursement.

With respect to the outstanding balance owed
to Armenakis the Committee contends that it has paid Armenakis in
full and that both parties agreed to the amount paid by the
Committee. The Committee stated that it had disqualified the
amount noted as payable since the expenses were not campaign
related or not sufficiently documented. With respect to the
$6,000 phone bill the Committee stated that Armenakis was
submitting for payment 95% of the law firm’s phone bill, and the
Committee refused to pay the law firm’s phone bill.

With respect to the contributions arising from
advances made by Armenakis, the Committee stated that Armenakis
was not advanced money but was funded on a reimbursement basis.
The Committee stated that Armenakis kept asking for additiomal
funds but the Committee refused to advance funds until adegquate
documentation was provided to support that the expenses were
qualified campaign expenses.

In addition to the the petition drive,
Armenakis provided legal services in connection with the defense
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of the petition challenge. Armenakis billed the Committee $15,596
for the legal services plus travel expenses for the attorney who
appeared in court. According to a campaign official, Armenakis
also donated legal services in connection to the petition defense.
Given that the legal services provided are not FECA compliance
related services and therefore can not be donated, an apparent
contribution to the Committee in the amount of the normal charge
for such services occurred. However, no records were provided
that indicate the value of the donated services.

In regard to the $15,596 billed for legal
services, $596 still remains unpaid. The Committee maintains
Armenakis was paid in full which results in a $596 in-kind
contribution from Armenakis. This in-kind contribution, when
added to the $13,995 cutstanding balance noted above, results in a
total outstanding balance of $14,591 and a remaining excessive
contribution of $13,591,.

During the period covered by this activity, it
appears that Armenakis was comprised of two partners, James and
Diana Armenakis.l15/ In accordance with 11 CFR §110.1(e), thes
excessive contribution would also be an excessive contribution
from each partner. Neither of the partners made an individual
contribution to the Committee. Absent evidence to the contrary,
it appears that each of the partners made an excessive in-kind
contribution of $6,295.50 [(1/2 x $14,591 outstanding balance) -
$1,000 individual contribution limitation].

In addition to the $6,000 telephone charge
mentioned above, the expenses which the Committee states comprise
the unpaid balance include charges for per diem, travel and food
for volunteers ($2,041), office expenses (copying, postage,
supplies, shipping)($2,046), catering ($800), payments, mostly to
one individual with no recorded purpose ($3,552) and miscellaneous
expenses ($150).

The Committee had no comment regarding this
matter at the exit conference. Subseguent to the exit conference,
the Ccamittee provided the Audit staff an invoice from Armenakis
dated September 2, 1992 for "legal services, consulting and
campaign related activities as negotiated by David Goldman." The
accompanying correspondence states that the invoice "supersedes
all inveoices previously sent."™ However, the original invoices
clearly establish that Armenakis incurred and paid expenses in
connection with its work on behalf of the campaign which remain
unpaid and which have not been the subject of a debt settlement
pursuant te 11 CFR 116.2. Therefore, the Committee has received
an apparent excessive contribution totaling $13,591 from the
partnership and a $6,295.50 excessive contribution from each
partner.

15/ The source of this information is the Martindale-Hubbell
Law Directory published in April, 1992.




In the interim audit report the Audit staff
recommended that the Committee provide the following:

- evidence supporting that the $14,591 noted above is not
payable to Armenakis, and $13,591 is not an excessive
contribution, or evidence that the Committee has paid
the amount due Armenakis (front and back of the canceled
check); and

evidence that the Committee did not receive a $6,295.50
excessive contribution from each partner of the law
firm; and

an explanation regarding any services volunteered by
Armenakis with respect to the legal defense of the
Lenora B. Fulani for President challenge and a billing
statement prepared by Armenakis detailing the services
provided and the cost of such services.

In response to the interim audit report,
Counsel for the Committee states:

"It is the Committee’s position -- and that of the
law firm -- that the law firm has been paid in
full. The reimbursement request submitted by the
law firm contained charges for expenses that were
not discernibly campaign-related or did not
reflect a rational allocation of overhead items,
such as telephone charges, between the campaign
and the ongoing business of the law firm.18/

[Footnote 18! - "As the Interim Report notes, the
expenses disallowed by the Committee included

approximately $3,500 of payments to an individual
with no recorded purpose. Interim Report Page 23.

"After being advised that the Committee considered
certain of the documentation unacceptable, the law
firm sent a revised invoice, dated September 2,
1992 reducing the amount sought for reimbursement.
The Audit staff apparently concludes that the
reduction in the 2mount sought represents a
subsidy to the Committee by the law firm. Rather,
the reduction was a recognition that the original
regquest was inappropriate, Commission regulations
recognize that a creditor and a political
committee are entitled to agree on a revaluation
of a disputed obligation without a political
contribution by the creditor resulting. See 11
C.F.R. $§116.10. The Audit staff does not set
forth any justification for disregarding the
arms-length resolution of this disputed debt, nor
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identify any particular allegedly unreimbursed
expense that it considers to be campaign-related.

"The Committee is unaware of the basis of the
reference by the Audit staff to alleged legal
services volunteered by the New York law firm and,
thus, is unable to respond to this issue. The
Committee notes, however, that even if such
services were volunteered, Commission advisory
opinions provide substantial latitude for the
donation of legal services by law firm partners
without a contribution resulting. See Advisory
Opinion Nos. 1979-58, 1980-107. Although the
Committee did encourage the provision of volunteer
services, it did so with the expectation that any
volunteer attorneys would assist the campaign in a
manner consistent with their other professional
and employment obligations and in accordance with
the FECA and regulations.”

The Committee has not complied with the
recommendation contained in the interim audit report. The
Committee’'s response does not contain adequate documentation and

- explanations to demonstrate that an excessive contribution did not

occur. The Committee has nct provide a persuasive argument that

the expenses submitted were not campaign related. Armenakis ran
> the New York campaign and naturally incurred expenses on the

Committee’s behalf. The Audit staff believes that the original

invoices submitted by the firm indicates that expenses were

incurred without receiving full reimbursement. It is further
noted that the invoice from Armenakis which supposedly supersedes
all other invoices is dated subsequent to the conclusion of audit
fieldwork during which the Committee was notified of this apparent
excessive contribution. The Committee stated that the origimal
documentation was insufficient and the payment was reduced

N accordingly. However, the Committee did not address specifically

the $6,000 in telephone charges, the $2,041 in per diem, travel

and food for volunteers, the $2,046 in office expenses, the 5500

for catering, the $3,552 with no recorded purpcse, or the $150 in

miscellaneous charges which the Committee did not pay. No
information was provided to demonstrate that the items were not
expended on behalf of the Committee which results in an in-kind
contribution by the law firm.

The Audit staff regrets that Committee
representatives do not recall the conversation concerning the
apparent donation of legal services. The Advisory Opinions noted
by the Committee relate to law partners working for a campaign and
continuing to be paid by its firm. They do not address the
donation of legal services. The donation of legal services is
regulated by 11 CPR §100.7(b)(14). As noted previously, the legal
services apparently provided by Armenakis would not be considered
exempt activity under that regulation.




B. Misstatement of Financial Activity

Section 434(b) of Title 2 of the United States Code
states, in relevant part, that each report shall disclose the
amount of cash on hand at the beginning of the reporting period
and the total amount of all receipts and disbursements received or
made during the reporting period and the calendar year.

The Audit staff’'s reconciliation of the committee bank
accounts to its disclosure reports filed from inception through
April 30, 1992, indicated a material misstatement of finmancial
activity in both 1991 and 1992. The differences are discussed
below.

1991

For 1991, reported receipts were understated by
$705,779; reported disbursements were understated by $860,917; and
reported ending cash was overstated by $155,138.

The misstatement of receipts occurred primarily as a
result of the Committee not reporting $710,662 in loans,
contributions from individuals and other receipts deposited into
the Andover Account (see Section II.); and a reconciling item
totaling $4,883.

The misstatement of disbursements was primarily the
result of unreported disbursements from the Andover Account of
$709,118; varied unreported disbursements from the operating,
payroll, and advertising accounts totaling $98,519; unreported
payroll for the 4th guarter totaling $55,779; disbursements
reported either incorrectly or not supported by check or other
debit advice totaling $2,302; and a reconciling item totaling
$197.

1992

Through April 30, 1992, reported receipts were
understated by $371,382; reported disbursements were understated
by $607,367; and reported ending cash on hand was overstated by
$391,123.

As discussed at Finding IV.B., the Committee utilized
American Express Travel Management Services ("Amex") as their
travel agent. Amex arranged chartered aircraft and ground
transportation for the Committee, and billed the Press and U.S.
Secret Service for their transportation and other costs associated
with their travel. The Committee was generally billed for the
cost of the trip plus 10% and any amounts received from the Press
and Secret Service as reimbursement were credited to the
Committee’s account. This procedure understated both the
Committee’s receipts and disbursements by the amount recovered
from the Press and Secret Service. Also, the schedules A-P which
should have identified the Press organizations and Secret Service
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that were the source of the receipts and schedules B-P which
should have disclosed the payee of the disbursements were not
filed. As of April 30, 1992, the Press and Secret Service had
paid $306,75816/ to Amex for charter services which had been
credited to the Committee’s account.

The remaining misstatement of receipts occurred as a
result of not reporting a $42,000 return of funds from Mr. Rizzo
in January of 1992 (see Section II.); not reporting the deposits
of contributions into both the Andover Account ($8,647) and the
Texas account ($10,241); improperly reporting $4,300 in NSF
contributor checks; and the unreported receipt of contributions,
and refunds and rebates totaling $8,036.

The remaining misstatement of disbursements was
primarily the result of unreported disbursements from the
operating account totaling $103,912; unreported March
disbursements made from the advertising account totaling $405,728;
March payroll not reported totaling $32,177; other unreported

- disbursements from the advertising and payroll accounts totaling

$24,001; service charges not reported totaling $7,969; incorrectly

reporting the amount of checks on the disclosure reports totaling
$283,869 (net), which includes a check for $30,005 being reported
as $300,005; unreported disbursements from the Andover Account
totaling $9,896; an unreported payment to Mr. Rizzo of $42,000;
unreported disbursements from the Texas account of $10,045;

-~ duplicate reporting of expenditures totaling $74,056; checks

written in 1991 and reported in 1992 totaling $75,748; April, 1992

checks totaling $54,273 and reported in May, 1992; addition errors

in the Committee’'s March 1992 disclosure report totaling $27,475;
unreported wire transfers of $57,761; the improper reporting of

checks that have been voided in the amount of $44,099; and a

reconciling item of $3,144.

The Committee was provided with schedules detailing the
misstatements during audit fieldwork, and again at the exit
conference. In response the Committee provided an amendment for
1991, which materially corrected the misstatement except for the
Andover Account and was received on September 14, 1992. The
Committee also provided an amendment for 1992 on January 21, 1993
which materially corrected the misstatement.17/

16/ Amounts received from the Press and the Secret Service
between May 1, and July 2, 1992, total $129,967. As with the
earlier transactions the associated receipts and expenditures
were not reported by the Committee although the amounts

relating to the earlier period were included on amended

disclosure reports.

The Committee did not disclose the activity from the
Andover Account. However, the activity in the account
for 1992 was limited and the reports were materially

corrected without reporting the activity.




In the interim audit report, the Audit staff recommended
that the Committee amend its 1991 reports to include the activity
from the Andover Account.

In response to the interim audit report, Counsel for the
Committee states:

"The Interim Report recommends that the Committee
amend its 1991 reports 'to include the activity
from the Andover Account.’' The Audit staff's
recommendation is not specific as to the manner
in which the factivity’ is to be included. The
Committee is prepared to submit a comprehensive
amendment to its 1991, 1992, and 1993 reports to
reflect a receivable from Nicholas Rizzo in the
amount of the contribution checks (other than
loans) that he failed to forward to the
Treasurer. The amendment will contain as an

e exhibit the list of contributors and amounts of
contributions so that there is full public
disclosure of the intended financial supporters

of the presidential candidacy of Paul Tsongas.

"The proposed amendment also will contain a
descriptive footnote with the following text:

This figure represents amounts due to the
Committee from Nicholas A. Rizzo, former
fundraising consultant to the Committee.
This amount is calculated to include
contributions intended for the Committee
received by Mr. Rizzo during 1991 and 1992,
) but not forwarded to the Committee as
required by applicable law. A schedule of
™ the contributions comprising this amount,
compiled by the Audit staff of the Federal
Election Commission, is attached as Exhibit
1 to this report. Mr. Rizzo has been
ordered tc make restitution of these funds
to the Committee as part of a sentence
imposed by the United States District Court
for the District of Massachusetts.

This reporting treatment is fully consistent with the
disposition in U.S. v. Rizzo, in which Mr, Rizzo
admitted that he 'failed to forward or caused others
to fail to forward contributions...and failed to
properly deposit contributions.’

"The amendment also would reflect an ‘other
disbursement’ denoting that the Rizzo receivable is

not collectible. This entry will carry the following
explanatory footnote:




This figure represents amounts due to the
Committee from Nicholas A. Rizzo that the
Committee has concluded, in the exercise of
its considered judgment, are uncollectible.
Despite numerous requests and demands on
Mr. Rizzo since July of 1992, he has not
provided any payment or reasonable prospect
of full or partial payment. Information
received by the Committee, as well as
representations by Mr. Rizzo’s counsel to
the federal court in U.S. v. Rizzo
indicates that Mr. Rizzo is without the
means to make this repayment.

"The amendment also will reflect a further account
payable to Nicholas A. Rizzo representing the excess of
campaign-related expenses either paid out of the
Andover account or paid by Mr. Rizzo in some other
manner over the amount of such expenses previously
reimbursed to Mr. Rizzo but subseguently determined to
be unreimbursable. This balance, based on the figures
contained in the Interim Audit Report, is $47,028.

"The Committee does not believe that the amendment

should list the ’loans’ received by Mr. Rizzo

~ fraujulently obtained using the Committee’s name. As

r noted above, the federal court in U.S. v. Rizzo
directed that Mr. Rizzo repay these loans directly to

the lenders and not to the Committee.

"To the extent that the Audit staff recommends that the

- Committee report the individual contributions to and

disbursements from the Andover account in a manner as

if they had been made to or from the Committee’s

ot authorized account, the Committee disagrees with the
legal and factual predicate of that recommendation fer

W the reasons outlined above."”

As noted previously, the Andover Account is considered
an account of the Committee and the transactions routed through
the account should be reported accordingly. Further, although the
individual contributions deposited into the Andover Accsunt were
misappropriated by Mr. Rizzo, they were nonetheless received by
the Committee through its authorized fundraising agent. It is
also noted that the amended reports described in the Committee
response have not been filed.

IV. Findings and Recommendations - Repayment Issues

A. Calculation of Repayment Ratio

Section 9038(b)(2)(A) of Title 26 of the United States
Code states that if the Commission determines that any amount of
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any payment msade to » candidate from the satching fund payment
account was used for any purpose other than to defray the

gualified campaign expenses with respect to which such payment was
made it shall notify such candidate of the amount so used, and the

candidate shall pay to the Secretary an amount egual to such
amount.

Section 9038.2(b)(2)({iii) of Title 11 of Code of Pederal
Regulations states that the amount of any repayment sought under
this section shall bear the same ratio to the total amscumt
determined to have been used for non-qualified campaign expenses
as the amount of satching funds certified to the candidate beazrs

\ to the total amount of deposits of coatributions and matching

funds, as of the candidate’s date of ineligibility.

Pursuant to 11 CFR §9033.5(a), the Commission determined
Senator Tsongas’ date of ineligibility to be Narch 19, 1992.

The forsula and the appropriate
to the Committee’s receipt activity is as

calculation with respect
follows:

Total Ratching Funds Certified Through
) The Date of Ineligibility - Earch 19, 1992
— Total Deposits Through The Date of Ineligibility

—
o §745,741.78 + 54,513,881.84 - .141786

Thus, the repayment ratic for non-qualified campaign
expenses is 14.1786%.

In response to the interim audit report, Counsel for the
- Committee states that "[t]he Committee agrees with the repayment
ratic as calculated. The Committee does emphasize, howewer, that

™ if the Audit staff persists in laboring under its erromecus
impression that the Andover account is a Committee account and
- that expenditures from that account are subject to repayment under

26 U.S.C. §9038(b)(2)(A), then the deposits into the Aadover
account msust be added into the denominator of the repayment
formula, with the ratio reduced accordingly.”

The Audit staff no hat ti
Account was included in the 4

contained in the interim aud

e activity frocs the Andover
cn of the repayment ratio
and above.

B. Press and U.S. Secret Service Billings

Sections %034.6(a), (b) and (4) of Title 11 of the Code
of Federal Regulations state, in part, if an authorized committee
incurs expenditures for transportation, ground services and
facilities (including air travel, ground tramsportatiomn, bousing,
meals, telephone service, and typewriters) aade available to sedia
personnel, Secret Service personnel or matiomal security staff,
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such expenditures will be comsidered gualified campaign expenses.
If reimbursement for such expenditures is received by 2 committee,
the amount of such reimbursement for each sedia representative
shall not exceed the media representatives pro rata share of the
actual cost of the transportation and services sade available. A
media represeata2tive’s pro rata share shall be calculated by
dividing the total cost of the tramsportation and services by the
total number of individuals to whom such trassportatica amd
services are made available. PFor purposes of this calcalation,
the total number of individuals shall include cu-littee staff,
media personnel, Secret Service perscanel, satiomal security staff
and any other individuals to whom such ::;asper tation amd services
are made available. The total amcunt of reimbursements received
from a media representative under this section shall sot exceed
the actual pro rata cost of the transportation and services sade
available to that media representative by more tham 10%.

The Committee Zay deduct from -he aaccnt of expenditures
subject to the overall expenditure limitat 11 Cre 9035.1(a)
the amcunt of reimbursements received in pa for the actual
cost of transportation and services. This éedu:tio- skall not
exceed the amount the committee sxpended for ¢ actual cost of
transportation and services provided. T
deduct from the overall expenditure limi
amount of reimbursements received egual
of transportation and services provided ¢ this sectiom as the
adainistrative cost to the committee of disg such services
and seeking reimbursesent for them. If ti committee has incurred
higher administrative costs in providing these services, the
committee must document the total cost incurred for such services
in order to deduct a higher amount of reimbursements received from
the overall limitation. Amounts reimbursed that exceed the amount
actually paid by the committee for transportation and services
provided under paragraph (a) of this sectiom plus the amount of
adainistrative costs permitted Dy this sectiom up to the saxisum
amount that may be received under paragraph (b) shall be repaid to
the Treasury. Amounts paid by the committee for tramsportatiom,
services and administrative costs for which ao reimbursessnt is
received will be considered gqualified campaign expemses subject to
the overall expenditure limitationm.

For purposes of this sectica, “admizistrative
costs™ shall include all costs i red by the committse o
making travel arrangements and ‘*: sesking atursessnts, whether
performed by committee staff or zﬁde;enie:-

' Press Billings

The Committee utilized American Express Trawel

NManagement Services ("Amex") as their travel ageat. Asex
chartered six trips for the Committee which were zade between
February 19, and Rarch 18, 1992. In additiom to arramging the
chartered aircraft, ground transportatiosm, lodging and catering,
Amex provided the following: omn plane perscanel to track the




Fress passesgers, dilled the media and Secret Service for their
travel, provided collectiom services, and agplied the rwmittasces
to the Committee's accomat

records of the air and groumd costs, and in some isstances
catering costs associated with each trip. To the tatal trip cost
Anex applied a 20\ markup and divided this cost By the total
sumber of Committee, Press and Secret Service passeungecs. THe
Amex perscanmel aboard the flight were not included in the
pessanger coumt for purpeses of the pro rata calculation. This
pre tata shace was thes billed to the Press passeagecs. 2Zses
billed the Press S402. 8520 for the six trips tahen. aAs of Juiy 2,
1992, $382.058 nad been collected from the Press. 1A/

Accordiag to the Committee, Balf of the 20% sscing
charged by Amex is part of the actual cost of the service and is

feollowing written explasation regarding the Amex BEIlimge-

"Services provided for Dy Amex as travel ageat
shonld be comsidecred 2 charge as is usual is
- Sesiness practices. The Amex rspresentative =i
traveled on the plane was facilitating the zse of
the plane for media, US Secret Service and for
TomBiites passengers. The Amex reprogentative”s
role in the plame was o provide secvices and oot
as 3 recipieat of such. Amex is oot in the
tusiness of providing free services. If Ames
were T be askhed to pay for a % of costs, it
wold in effect De paying to provide frees
services.

/
f

"Amex calculiatsd 2 mark up of
* FasseToers.

10% comm:ssion
and a2 10% mark up :eq::ts-ea by the “_d:tu-
charged to media. By Cosmittee’s computatiom
the trawveliag Press proc rata totals $S3ISM_O73_ 35
The Committee 10% mark up allowed a billable

18/ The ascunt whick could be verified as of is dats was
$382,.058. The Committee’s disclosure :epc ts do sot
discicse any ssbsegueat receipts from the p:m- Iz the
Committes"s respomse To the exit conferemce, they state
that they received 3389 .410. No documentation was
provided to sapport this oumber. Therefore, the Eadit

staff has used $382.058 ina rforming its review amd

calculations.




iS4 o

asoent of $S422.481.14. A recovery rate of 103%
yields Sl!-.’:'!‘_-‘. Siace omnly $389,410.30 bas
been received from the Press, the Committee Das
ot yet reached the level where it is cbliged teo
pay the UF Treasucy.”

The Committee alsc provided a letter from Amex
statisg that “"the traveler was charged the net cost, plus a 108
commission, due to Americam Express, wvhich is an industry
stnnﬁ.!.' and a 10% Administrative fee as you had reguested us to
char

latiomns provide that only a
ansportation and services may
total number of passengers on

1]
i

:
:
1
;
¥

" !l"

u||

"
v
:

the plane must be used iz determining the pro rata share per
passenger. The Andit staff prepared 2 revised Press bhilling by
Flight Leg oumber for esach trip. Our review indicated that the
pre rata cost of the Press for these flights totals $333.542.20.
The mazxisus ampcumt billadle to the Press (110% of cost) totals

- chacrter mani fests for - e
B considered an admizistrative fee paid by the ::-;ttu. Alsc, the
~ pre rata cost of the Amex persommel veled on the aircraft

is considered 2= adgsoigtrative cost

"N O D

ive costs in excess of
the saximum bhillable

t
tra
the Committee., AS 2
4
o

#:Nl

™~ the Press; tot amcunt billed, $21.412

o remained mncollected as of July I, 1992. Sowever, the amount
received as of July I, 19931, repre sexts $15,.162 ($382.058 -
IGE _098) in szcess of the mazizas llable amcunt. This amount is

incloded oo
23S &% accounts

-

4 2tCee owver D2 il

:
:

Outstanding Campaign Obligatioms
ious Press corganizatioms the

A
r

P

- - -

The Secret Service accospaniecd the Candidate om a
pectice of trip five and om trip sixzx. The total amount hilled for
these trips was $4%9.127%, of which the Secret Service reimbursed
$49.567. BSased uspom the billing statemeant provided by Amex it

appears that the Secret Service was bDilled the lesser of first
class air fare or pro rata cost as calculated by A-ex (including a
10% sarkap). I= addition, =0 axount was billed for trip 6 lag X1
for which the flight sanifest reflects 5 Secret 50:11:0
passengers.




L with the Secret Service om the
the SecTtel SeIvice pasSengers.

interin apdit report, the Aadit staff

t the Committes provide evidemce that it did sot
aver Bill the Press. Absent such evidence the Committees should
refund to the Press SIS 167 and prowide photocopies of the

refund checks (fromt and Back); and prowide

documsatation to suppert the calcziatioss of the amoumt paid teo
each Press corganizaticon. Iz additicon, any ascuats received after
July 2, 1992, should alse be tefeaded. Witk respect te the Secret
Service the Committee shoulsd prowvide svidesnce that the Secret
Service was oot ower Billed or refumd $4.471 to the §.5. Secret
Service and provide documentaticos of sach refsad.

I= response To tThe
Sor the Committes states that the -
agent confirms that its tex perceat <

commission. PFurther, the Committes states that the commissios
does oot defray the Committee’s admisistrative costs and that by
preveating the Committee from charging an administrative fee, the
Audit staff fails to compensate the Committee for asdia

il share. I= adiitisa, the

to the T.5. Secret Serwvice
it is their understandiag that
the Secret Service @ 2 : Tt=mittes"s travel age=t
that ao further - :

Hith respect to the articls iz Trawel Beshl
aoted that the article Sescribes oome of the other Prest
campaigns in which a2 trawvel ageacy was used. The asthor of the
article purports to explaiz fadecal law. Eowewer, ewvea if
Cammission policy was iafigeaced by articles from msagazises, the
guote used by the Committes does zot apply to the abowe discussion
camcerning commissions or admisistrative costs. Ia additiem, two
distiactions can De this Committes and the one
described in the - . 3 , the ccamittee described ia the
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scticle paid the charters directly and the travel ageat oanly
2illed and collected from the press and Secret Secwvice. Second,
the comissions paid to the travel agent were cousidecred by tie
commsttes 35 an adSmiaistrative sxpense.

The Committee’s argument that the commission peid
t> the travel ageat is part of actual cost is mot perssasive.
™Mat commission represesnts administrative costs iscurred by the
Committee for the travel ageat's efforts in arrsagiag trawvel and
seeking and collecting reimbursesents from the sedia and Secret
Service. As explained earlier, the Commission”"s regulaticns sake
it clear that these admisistrative costs cammot be comwerted to
actual cost of the tramsportation provided siaply by payisg a
vendor to prowvide the service rather than the Committee performiag
= itiom, the argument that this treatmest
ee from recoverinog costs for press

id t pay their full share is soot. The

1% allcwable sark up is mot

2 committee tc Bill paying press for those who
ed above, the Committee received in excess of
rips plus the 10% sarkup prowvided for ia
Committee has contisgally stated
agreed o= the amcoemt billed teo

- -

iek
:
"y
k
'

1
I*
1

- recommends that the Committee be regumiced to
refund the Press $15.167 and refund the Secret Service $4.471 and
f the negotiated refund chechs (fromt and

C. igparest Ncx-Qualified

;
d
‘§

Sectios 9932(9%) of Title 1§ of the Inited States Code
fefines, in part, the term “gualified campaign expense™ as a
parchase or paysest acurred by a2 candidate or his asthoriszed
rommittes made iz commectiom with Ris campaige for momisaties
whhich seither the imcurrence of mor gaFment of vhich cosstits=tes a
rigliatios of amy law of the ited States or of the state iz shich
3 sxpease is imCcuITeC ¢ d.

s By

Sectiom 938.2(0 -
Segziaticoes states, 1o L,
deterzizes T2at amoents of any payments sade




FEDERAL ELECTION COMMISSION
999 E Street, N.W.
ashington, D.C. 20463 W fuil®

e cme comss s | GENSITIVE

mUR 4176

STAFF MENBERS: Delanie DeWitt Painter
Jane J. Whang

Internally Generated

1 ]
[ ]

8

" L)

as Committee, Inc.,
Eokinos, as

o nm

N
v

[+

Ll BB
0 %W

& Eliot
Armenakis

(Y8 ]

V
"
B 0

“
LR
AL

]

iR

F BB R NN R
X REURLE

t
< O

1
l-ln‘

(8]

TELEER
o
En
o

KR R
’

i3

-

e

]

[ ¥}

RELEVANT STATIUTES
REGULATIONS:

' i

PO
[ 2]

" W
- bt OB

MO~

]
wd LY B Ll A O b -

 lad B

O b D) == =
e
o

.

bt et €3 D bt D ) P e e

o

-4
oo
m b

L

-
3
-
-
-
£
-
L
-
3
-
-
-
-
-
3
-
]
-
-
-
1
-
.
-
-
&
-
4
-
>
3

Wl L g 3 50 O OO0 W D D W W

CLELLEL L L
OO0 00 M




4

X. GENERATION OF MATTER

This matter was generated by an audit of The Tsongas
Committee, Inc., (the "Committee") and S. George Kokinos, as
treasurer, undertaken in accordance with 26 U.S.C. § 9038(a).l/
The Committee registered with the Commission on March 18, 1991 as
Paul Tsongas’ principal campaign committee for the 1992 Democratic
presidential primary election. The audit covered the period from
the Committee’s inception, March 7, 1991 through July 31, 1992.
Paul Tsongas (the "Candidate"”) was determined eligible to receive
matching funds on November 20, 1991, and received a total of
$3,003,981 in matching funds from the United States Treasury
("Treasury”"). The issues referred to this Office involve findings
of apparent unresolved excessive contributions, staff advances,
extensions of credit, and press overcharges. See Attachment 1.
This report does not include issues concerning the Committee’s
Andover account and the activity of Nicholas Rizzo, which were
severed from the instant MUR. Specifically, the excluded issues
were merged into MUR 3585 on July 18, 1995. See GC Report on NUR
3585, dated June 23, 1995.
II. APPARENT EXCESSIVE CONTRIBUTIONS

No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any

election for Federal Office, which in the aggregate, exceed

1 The Audit Division’s referral materials are attached.
Attachment 1.




$1,000. 2 vU.S.C. § 44la(a)(1)(A).2/ No committee shall knowingly
accept any contributions in violation of the contribution
limitations imposed by the Act. 2 U.S.C. § 44la(f).

Contributions made by a partnership shall not exceed the
limitations on contributions in 11 C.F.R. § 110.1(b), (c) and (d).
A partnership is considered to be a "person" for purposes of
enforcing the Act. 2 U.S5.C. § 431(11). Contributions written on
partnership accounts shall be attributed to both the partnership
and to each partner in direct proportion to his or her share of
the partnership profits, and shall not exceed contribution
limitations. 11 C.F.R. § 110.1(e).
A. UNRESOLVED INDIVIDUAL AND PARTNERSHIP CONTRIBUTIONS

The audit revealed that the Committee accepted excessive
contributions totaling $34,849. This amount includes: two
excessive contributions totaling $1,100 from an undisclosed bank
account in Texas;3/ 12 contributions totaling $2,830 that had

not been refunded;4/ and $9,419 projected from a sample review of

2/ A "contribution®™ includes a gift, subscription, loan,
advance, or deposit of money or anything of value. 11 C.F.R.

§ 100.7(a)(1)(iii). Unless exempted 11 C.F.R. § 100.7{hY,
the provision of goods or seivices without charge or at a charge
less than the usual and normal rate for such goods or services is
a contribution. 1d.

3 On January 1, 1993, the Committee filed an amended Statement
of Organization to recognize the previously undisclosed Texas
account as a Committee account.

4/ See Attachment 1 at 13, 14. This amount includes all
excessive contributions found on the Committee's database during
the audit, but excludes one contribution for $50 for which the
Committee provided evidence of refunding.




excessive contributions.5/ Finally, this amount also includes
$21,500 in excessive contributions, resulting from 25 checks
totaling $22,500 drawn on a partnership account of a law firm,
Foley, Hoag and Eliot. See 11 C.F.R. § 110.1(e).

During the audit, the Committee challenged the finding
concerning the $21,500 in excessive partnership contributions.6/
See Attachment 2 at 18. Specifically, the Committee argued that
the contributions were "deducted from each Partner’s individual
net income distribution™ and also from firm profits. Attachment 2
at 31. Therefore, the Committee contended that these
contributions were analogous to the corporate non-repayable
drawing accounts that the Commission has recognized as available
for individual contributions. Attachment 2 at 18; see also 11
C.F.R. § 102.6(c)(3).

The Final Audit Report rejected the Committee’s arguments
with respect to the excessive partnership contributions. The

Commission has explicitly noted that contributions made by a

partnership check are attributable to both the partnership and the

S5/ The Commission notified the Committee by letter dated June 2,
1992, that it would use a sampling technique to determine, in
whole or in part, the amount of prohibited and excessive
contributions received by the Committee. 5See Letter from
Commissioner Rikens to Committee, June 2, I992. The Commission’s
letter notified the Committee that it would not recognize untimely
refunds, redesignations or reattributions made more than 60 days
following the candidate’s date of ineligibility or after the date
of the receipt of this letter, and that all unresolved prohibited
or excessive contributions shall be requested to be paid to the
United States Treasury.

6/ The Committee did not dispute the other findings concerning
excessive contributions discovered through review of the Texas
account, raceipts database, and sample pool.




designated individual partners. See Explanation and Justification
for 11 C.F.R. § 110.1(e), 52 Fed. Reg. 764-765 (January 9, 1987);
see also Legal Comments to the Final Audit Report on the Tsongas
for President Committee, Inc., dated October 31, 1994, citing
Notice on Corporate Contributions [Transfer Binder) Fed. Election
Camp. Fin. Guide (CCH) ¥ 9064 (Federal Election Commission, August
28, 1978).7/ Thus, the 25 checks are considered to be individual
and partnership contributions.

Based upon the foregoing discussion, the Office of General
Counsel recommends that the Commission find reason to believe that
the Committee violated 2 U.5.C. § 44la(f) by accepting $34,845 in
unresolved excessive individual and partnership contributions. We
further recommend that the Commission find reason to believe that
Foley, Hoag and Eliot violated 2 U.S.C. § 44la(aj(1)(A) by
contributing $21,500 in excessive partnership contributions.

B. EXTENSIONS OF CREDIT

A commercial vendor may extend credit to a candidate or
pelitical committee, or other person on behalf of the candidate or
political committee. 11 C.F.R. § 116.3. An extension of credit
is not considered a contribution, provided that the credit is

extended in the ordinary course of the commercial vendor’s

1, See also Advisory Opinions ("AO") 1981-50, 1990-3, and
1992-17. "In addition, the Committee’s analogizing of the
partnership account to a corporate non-repayable drawing account
is misplaced. The latter is specifically set up to allow personal
withdrawals against salary and profits; however, in the
Committee’s situation, it appears the firm’'s profits were not
distributed until the end of the year, and that partners were not
in normal practice permitted personal withdrawals against the
account.




business and the terms are substantially similar to extensions of

credit to nonpolitical debtors that are of similar risk and size
of obligation. 11 C.F.R. § 116.3(a). Additionally, the provision
of goods or services without charge or at a charge that is less
than the usual and normal charge for such goods or services is a
contribution. 11 C.F.R. § 100.7(a)(1)(iii)(A).

The Commission’s audit revealed that the Committee underpaid
$14,591 to the New York law firm of Armenakis and Armenakis
{("Armenakis®). The law firm obtained signatures on behalf of the
Committee for the New York primary ballot, and charged the
Committee a total of $45,411, of which the Committee did not pay
Armenakis a balance of 513,995. The Committee also did not pay
Armenakis $596 of a $15,596 invoice for legal defenss concerning a
patition challenge.8/ Thus, it appears based on the audit that the
Committee failed to pay Armenakis a total of $14,591 ($S596 +
$13,995), resulting in an excessive contribution of $13,591 by the
partnership. See 11 C.F.R. § 100.7(a)(1)(iii)(A). Because the
partnership was composed of two partners, each partner made an
excessive in-kind contribution cf $6,255.50, pursuant to 11 C.F.R.

§§ 110.1(e) and 116.5.9/ See Attachment 1 at 23.

8, In addition, the auditors note that a campaign official
stated that Armenakis donated some legal services not related to
compliance with the Act. These services would amount to an
in-kind contribution; however, no records were furnished to
document the value of these services. See Attachament 1 at 23.
Further, the Committee disavowed knowledge of the "alleged legal
services volunteered” by the firm. See Committee’s Response at
25. Therefore, this Office makes no recommendation with respect
to these alleged volunteer services.

9/ This amount includes reductions for each partner’s $1,000
individual contribution. -




During the audit, the Committee disputed the characterization
that it received excessive contributions totaling $13,591 from
Armenakis. Specifically, the Committee argued that the law firm
had reduced these charges by subtracting certain non-campaign
related items in an invoice dated September 1992 that allegedly

superseded previous invoices. Committee’s Response at 24. The
Committee further contended that a creditor and a political

committee are entitled to settle a disputed debt in this manner,

pursuant to 11 C.F.R. § 116.10.

The Committee paid less than the apparent "usual and normal

charge" for the services, creating an in-kind contribution. See

11 C.F.R. § 100.7(a)(1)(iii)(A). The Final Audit Report noted

that the law firm revised its invoice only after the Commission’s

audit of the Committee. Attachment 1 at 25. Further, the

Committee did not provide persuasive evidence that ths iavoice was

reduced due to non-campaign expenses, nor did it specifically

address how certain telephone charges, per diem, travel and food,
- office, and catering charges were not related to the law firm’s
work for the Committee. See Attachment 1 at 25. Moreover, if a

political committee’s debt is forgiven or settled for less than

owed, a contribution arises, "unless such debt is settled in

accordance with the standards set forth at 11 C.P.R. §§ 116.3 and

116.4." 11 C.F.R. § 100.7(b)(4).10/ There is no evidence to

suggest that the Committee’s debt was reduced or treated in

accordance with the regulations at sections 116.3 and 116.4.

10/ These regulations require that a committee submit debt
settlements to the Commission for its review and approval.



Based upon the foregoing, it appears that the Committee’'s debt is
an in-kind contributica.
The Office of General Counsel therefore recommends that the
Commission find reason to believe that the Committee violated 2
U.S.C. § 44la(f) by accepting excessive in-kind contributions from

Armenakis. PFurther, we recommend that the Commission find reason

to believe that Armenakis violated 2 U.S.C. § 44laf(a)(1)(A) by

making an excessive in-kind contribution to the Committee.

C. STAFF ADVANCES

An individual’s payment from his or her perscnal funds,

including a personal credit card, for goods, services, or other
expenditures made on behalf of a political committee is a

contribution unless that payment is exempted from the definition

- of contribution under 11 C.F.R. § 100.7(b)(8). 11 C.F.R. § 116.5.
However, an individual’s payment for his or her own tramsportation
or usual and normal subsistence expenses incurred while traveling
on behalf of a candidate or political committee will not be
considered a contribution if the individual is reimbursed within
60 days after the closing date of the billing statement on which
the charges first appear if the paysent was made with a pecscnal

credit card, or 30 days after thes date that expenses were incurred

if cash was used. 11 C.F.R. § 116.5(b).11/ 1If, however, an

individual incurs expenses for the subsistence of others who are

traveling on behalf of the campaign, a contribution occurs

11/ Additionally, an individual’'s unreimbursed payments up to
51,000 per election for tramsportation or subsistence expenses

incurred on behalf of a campaign are not considered contributioms.
See 11 C.F.R. § 100.7(b)(8).



regardless of when the individual pays the expenses or when the
committee reimburses the individual. 1i C.P.R. § 116.5; see also
Explanation and Justification of 11 C.F.R. § 116.5(b), 55 red.
Reg. 26382 (June 27, 1989).

The Committee accepted staff advances from four individuals
totaling $560,844. These advances were outstanding for a period of
1 to 236 days. This amount includes $32,.658 in advances charged
to campaign official David Goldsan's credit card during July
13-17, 1992 and reimsbursed on July 27, 1992, for the travel and
subsistence of individuals other than Nr. Goldmsan to the
Democratic Convention. In addition, Bob Erueger advanced $15.892
to the Committee by paying for campaign expenses at the
Committee’'s Texas office, resulting in excessive contributions
totaling $14,892.12 See Attachment 3. The dates on which these
expenses were incurred are not clear; however, the Committse
reinbursed these expenses in full on February 27, 1992. Finally,
Dennis Newman extended $11,16% and Andy Paven extended $2.125 to
the Committee when they paid for either their own, or others”
travel or subsistence expenses related to the campaign.
Attachment 3. Mr. Newman’s advances remained outstanding from
five days to eleven months, and Hr. Paven's advances were

outstanding from ome day toc five months.13/ 1Id.

1 The auditors deductet 00 from thi oun due to Hr.
rueger’'s unused contribu LM 3

1 Both these individuals were allowed t 1 10 travel
exemption, pursuant teo 11 C.F.R. § Tibii8]




During the andit, the Committee argued that all the expenses
of these individuals were refunded as promptly as possible, upon
sshmission of receipts. Attachament 2 at 21-24. The Committee

asserted that certain expenses were not submitted promptly amd it

was therefore impossible for the Committee to rrfund or evem be
avare of such advances. Id. HNoreover, the Committee argued that
it should be allowed to reimburse expenses withis a reascnable
eriod after receiving documentation for the expenses, because to

ire a reimbursement in the absence of documeatatiom is an
sasound management practice that could lead to viclations of the
documentation reguiresents of i1 C.F.R.

the Committee noted that some

he Final Audit Report, the
the regulations; an advance is considered to be an
in-kind contribution if untimely reimbursed pursuant te
if incurred for other tham an individual's personal

subsistence. See Explanation and Justification
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advances, like other excessive in-kind comtributions, casmot be

(%)

e

refunded under sectiom 18

Therefore, the 0Office of General Counsel recomsends that the
Commission find reascm to believe that the Committee viclated 2
2.5.C. § 44lafal 1A} Iy accepting $S60,.844 in excessive
coatributions ia the form of staff advances.

his Office further recommends that the Commission take no
action and close the file with regard to Bob Erueger. HNr. Erueger
amcunt of 515,892 related to

cmmission has already

complaint-geserated satter, HOR 3758 1
determined, based om the exercise of its prosecutorial discretiom,
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J.S.C. § 441aia)(1)iA) &by making excessive in-kind comtributions

te e Committee, Dut tahe no further ctiom. In determimnations

]

concerning BIR 4177 (Clistom for President Coamittee
the Commissiorn found reason to belisve that =
adivaideals extending advances icliated L U.S.C f 44lala I Ab.
but tock o further acticos asainst the individuals.ld Consistent
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with the Commission”s determinations iz the exforcenent matters

involving 1992 presidential campaigss, the Office of Geseral

Counsel similarly recommends that the Commission take mo further
action against these individual respondeats.
III. PRESS AND U.S. SECEET SERVICE EILLINGE

A. Statutory and Regulatory Prowisioms

The costs that a3 committes Iocars in providiag
transportation, grouand secrvices and facilities for media persomnel

or the Secret Service are gualified campaign expeases. 11 C.7.E.
§ 9034.6(a). A committee may a2lsc receive reimbursesent from a
media representative for such expenditures 25 loog as it does mot
exceed the representative’s pgro rata share of actual costs and
services. PFurther, &ach sedia representative shall aot pay to the
ommittee more than 110% of its actm=al pro rata costs of
transportation and services. 11 C.F.BE. § 346100

B. Anmalysis

e

A

The Committee ac

N

SXCTessive reimbursenents from the

0

press and the U.S5. Se

0

ret Service for its provisios of trawel

services. Specifically, the Committee collected $15,.1672 from the

press and $4,471 from the Secret Service iz excess charges.lS/ This

overcharge reflects a 10% sarkup that Asericas Express | “Asex™)
L 8=

2 the Committee

15 American Express ("Amex™) Dilled the press S402.850 for its
trips, but omly collected 33821058 T™e azfitcors calculated that
$15,162 was collected in excess Decaunss the 2ctual saxises ancunt
biliable to the press (110% of actuzl costs) was S3I&E. 096. Amex
also billed the Secret Service $S4%.1219, But collected S45.587.
The auditors calculated that the Secret Services"s saximse billable
amount was $45.09€, and that the Committee ccllected $4.471 i
excess of this amsount. See Attachmsat 1 at 32-34.

l



comtends wvas actually for part of the actual costs of the

services.l§,/ The Committee zrguad thet it was satitled te the 10N
admisistrative fee in addition to the 10% ssriup that was chacged
by Amex. It coatended that "the Committes could sot have received

the travel services without paying that [I0%] commissios. ™

Attachmeat I at 215 (emphasis in corigimal). .17 Therefoce, the
Committee argues, the 10% fee charged by Amex shaould be considered
as the actual 1 secvices.
prov: for caly a 108 sackap of the
tramsportation and services, and that the total
passengers on the plane sust be counted iz determisiag
r passenger. See Expl tice amd

53 Ped. Seg. 26800 (Jwme 3,

travel services, iscigpdisg the
applying the remittazcss 1o the
tee"s argument That it sas

additicnal 10% for admisistrative oosts is

1§/ Amex"s services included reviewing flight sanifests.
_?-E.-t;eriug Committee trips, arranging for gzoumd tIamsporistion,
iodging and catering, and providing on-plane perscanmel = toack
the press 1] the sedia and the Secret Sesvice directly
for the ! lected the hills and then agpplied the
Committese’s account. The Ases persoomel wers
a the passenger cocunt
Se= Attachment

iso cited a Travel Weechly article that stated
law does not comsider paymeats to a tsawvel
fare, to cover aadmisistrative fess
e the exteat ti - le can even be coesideced
pritative, ti ' inapposite, bDecauss It OOECeTES a
agent whe i 1 . vide the full exteat of services Tt a
i Rmex provided iz this isstasce. Sae
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ansuggecrted 3y the record. The Tommission rejected the
Comm: ttee" s acpumsets and found 1 the Fimgl iic Eapgeci that the
Commethes sShoglsf cefypnd the press SIS ,.18671 and the Secuet Service
$4. 471
the Commission fiad reason to
ttee viclated 11 C.F.A. § M6 by
relmtursesents from the press. This
CoEmissionm T rt the
Service, and tahe oo Susther
comsistent with the
"88) and NIR I9T (Nercey
advised the Secret Service
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V. RECOMMENDATIONS

1. Find reason to believe that the Tsongas Committee, Inc.
viclated 2 U.S5.C. § 44la(f) by accepting 548,440 in excessive
unresolved individual and partnership contributions, and excessive
in-kind partnership contributions;

- Find reason to believe that Foley Boag & Eliot violated 2
U.S5.C. § 44laf(a)(l)(A) by making an excessive partnership
contribution to the Tsongas Committee, Inc.;

3. Find reason to believe that Armenakis & Armenakis viclated 2
U.S.C. § 44la(a)(l)(A) by makiny an excessive in-kind partnership
contribution to the Tsongas Committee, Inc.;

4. Find reason to believe that the Tsongas Committee, Inc.
viclated 2 U.S.C. § 44la(f) by accepting excessive in-kind
contributions in the form of staff advances;

5. Find reason to believe that Dennis Newman, Andy Paven, and
David Goldman violated 2 U.S.C. § 44la(a){l)(A) by making
excessive in-kind contributions in the form of staff advances to
the Tsongas Committee, Inc., but take nc further action and close
the file with respect to these respondents;

Bs Take no action with regard to Bob Krueger;




-

; 4 Find reason to believe that the Tsongas Committee, Inc.
violated 11 C.F.R, § 9034.6 by accepting $15,162 in excess
reimbursements from the press;

8. Report the Tsongas Committee, Inc.'s overcharges to the
Secret Service, and take no further action with respect to these
excess reimbursements;

9. Enter into pre-probable cause conciliation with the Tsongas
Committee, Inc., Foley Hoag & Eliot, and Armenakis & Armenakis;

10. Approve the attached Factual and Legal Analyses;

11. Approve the proposed conciliation agreements; and

12. Appruve the appropriate letters.

B /

Y (72w

rence M.
General Counsel

Attachments

Audit Referral Materials

Committee’s Response to the Interim Audit Report, dated
December 13, 1993

Staff Advances Attachment

Deposition of David Goldman (excerpts)

Factual and Legal Analyses and Conciliation Agreements

-
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FEDERAL ELECTION COMMISSION

WASHISCTOS DC X0

LAWRENCE M. NOBLE
GENERAL COUNSEL

FRON: MARJORIE W. EMMONS/BONNIE J. ROS
COMMISSION SECRETARY

DATE: DECEMBER 7, 1995

SUBJECT: MUR 4176 - FIRST GENERAL COUNSEL'S REPORT
DATED DECEMBER 4, 1995.

The above-captioned document was circulated to the

Commission on Tuesday, December 5, 1995 at 11:00 a.m.

Objection(s) have been received from the
Comminsioner(s) as indicated by the nzzsi{s) checked below:
Commissioner Aikens
Commissioner Elliott
Commissioner McDonald
Commissioner McGarry
Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda

for _Wednesdav, December 13, 1995 .

Please notify us who will represent your Division before
the Commission on this matter.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

The Tesongas Committee, Inc.;

8. George Eokinos, as treasurer;
Foley Hoag & Eliot;

Armenakis & Armenakis;

Dennis Newman;

Andy Paven;
David Goldman

T S S S S S St S S

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on
December 14, 1955, do hereby certify that the Commission
decided by a vote of 4-0 to take the following actioms

in MUR 4176:

Find reason to believe that the Tsongas
Committee, Inc. violated 2 U.S.C. § 44la(f)
by accepting $48,440 in excessive unresclved
individual and partnership contributiomns, and
excessive in-kind partnership contributions;

Find reason to believe that Foley Hoag &
Eliot violated 2 U.5.C. § 4sela(a) (1) (A) by
making an excessive partnership contribution
to the Tsongas Committee, Inc.;

Find reason to believe that Armenakis &
Armenakis viclated 2 U.S.C. § 441a(a) (1) (A)
by making an excessive in-kind partnership
contribution to the Tsongas Committee, Inc.;

(continued)




Federal Election Commisaion
Certification for MUR 4176
December 14, 1995

Find reason to believe that the Tsongas
Committee, Inc. vioclated 2 U.S8.C. § 44la(f)
by accepting excessive in-kind contributions
in the form of staff advances;

Find reason to believe that Dennis Newman,
Andy Paven, and David Goldman viclated

2 U.5.C. § 44la(a) (1) (A) by making
excessive in-kind contributions in the

form of staff advances to the Tsongas
Committee, Inc., but take no further action
and close the file with respect to these
respondents;

Take no action with regard to Bob Krueger;

Find reason to believe that the Tsongas
Committee, Inc. § 2034.5
by accepting $15,162 in excess reimbursemsnts
from the press;

Report the Tsongas Committee, Inc.'s
overcharges to the Secret Service, and
take no further action with respect to
these excess reimbursements;

Enter into pre-probable cause conciliation
with the Tsongas Committee, Inc., Foley Hoag
& Eliot, and Armenakis & Armenakis;

(continued)




Federal Election Commission
Certification for MUR 4176
December 14, 1995

Approve the Factual and Legal Analyses
attached to the General Counsel's
December 4, 1995 report

Approve the proposed conciliation
agreements recommended in the General
Counsel's December 4, 1995 report

Approve the appropriate letters as
recommendad in the General Counsel's
December 4, 1955 report.

Commissioners Aikens, Elliott, McGarry, and Thomas

voted affirmatively for the decision; Commissioner

McDonald was not present.

Attest:

~ . . / 7
[d-15- 95 Mﬂm"
Date Marjorie W. Emmons
Seé{'at.lry of the Commission




FEDERAL ELECTION COMMISSION

WASHISNGC TS DO ok

January 18, 1996

Dennis Newman
$80 Pearl Street
Reading, MA 01867

RE: MUR 4176
Dennis Newman

Dear Mr. Newman:

On December 14, 1995, the Federal Election Coamission
found reason to believe that you violated 2 U.S5.C.
§ 44la(a)(1)(A), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act."™). However, after
considering the circumstances of this matter, the Commission
also determined to take no further action and closed its file
as it pertains to you. The Factual and Legal Analysis, which
formed a basis for the Commission’s finding, is attached for
your information.

The Commission reminds you that the amount of your
in-kind contributions in the form of staff advances to the
Tsongas Committee, Inc. appears to be a violation of 2 U.5.C.
§ 44lal{a){1)iA). You should take steps to ensure that this
activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality
provisions of 2 U.S.C. § 437g(a)(12)(A) remain in effect with
respect to all respondents still involved in this matter.

1f you have any questions, please contact Jane Whang,
the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

!y V' d ke
Yoo /3 74 ;!’
A Ao (ALA
“Lee~Ann Elliott
Chairman

Enclosure
Factual and Legal Analysis
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FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Dennis Newman

I.  BACKGROUND

This matter was generated by an audit of the Tsongas
Committee, Inc., (the "Committee") and S. George Kokinos, as
treasurer, undertaken in accordance with 26 U.S8.C. § 9038(a). The
Committee was the principal campaign committee for Paul Tsongas, a
candidate for the presidential nominatjion of the Democratic Party
in 1992.

IX. FACTUAL AND LEGAL ANALYSIS

No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any
election for Federal Office, which in the aggregate, exceed
$1,000. 2 U.S.C. § 44la(a)(l)(A).1/ No committee shall knowingly
accept any contributions in violation of the contribution
limitations imposed by the Act. 2 U.S5.C. § 44la(f).

An individual’s payment from his or her personal funds,
including a personal credit card, for goods, services, or other
expenditures made on behalf of a political committee is a
contribution unless that payment is exempted from the definition

of contribution under 11 C.P.R. § 100.7(b)(8). 11 C.F.R. § 116.5.

Y/ A "contribution®™ includes a gift, subscription, loan,
advance, or deposit of money or anything of value. 11 C.F.R.

§ 100.7(a)(1)(iii). Unless exempted under 11 C.P.R. § 100.7(b),
the provision of goods or services without charge or at a charge
less than the usual and normal rate for such goods or services is
a contribution. Id.




However, an individual’s payment for his or her own transportation
or usual and normal subsistence expenses incurred while traveling
on behalf of a candidate or political committee will not be
considered a contribution if the individual is reimbursed within
60 days after the closing date of the billing statement on which
the charges first appear if the payment was made with a personal
credit card, or 30 days after the date that expenses were incurred
if cash was used. 11 C.F.R. § 116.5(b).2/ 1If, however, an
individual incurs expenses for the subsistence of others who are
traveling on behalf of the campaign, a contribution occurs
tregardless of when the individual pays the expenses or when the
committee reimburses the individual. 11 C.F.R. § 116.5; see also
Explanation and Justification of 11 C.F.R. § 116.5(b), 55 Fed.
Reg. 26382 (June 27, 1989).

Dennis Newman cxtended $11,169% in staff advances to the
Committee, which he incurred to pay for either his own, or others’
travel or subsistence expenses related to the campaign. MNr.
Newman'’s advances remained outstanding from 5 days to 11 months.3/

As noted, an advance will automatically be considered an
in-kind contribution, if it is untimely reimbursed pursuant to
§ 116.5(b) or incurred for other than an individual’s personal

transportation or subsistence. See Explanation and Justification

2/ Additionally, an individval’s unreimbursed payments up to

$1,000 per single election for transportation expenses incurred on
behalf of a campaign are not considered to be contributions. See
11 C.F.R. § 100.7(b)(8). -

3/ Mr. Newman was allowed the $1,000 travel exemption, pursuant
to 11 C.F.R. § 100.7(b)(8).




of 11 C.F.R. § 116.5(b), 55 Fed. Reg. 26382 (June 27, 1989). Mr.

Newman'’s advances were not reimbursed timely, and thergfors became

in-kind contributions.

Therefore, there is reason to believe that Dennis Newman

violated 2 U.S.C. § 441a(a)(1)(A).




FEDERAL ELECTION COMMISSION

S DU vt

January 18, 1996

Andy Paven
20 Moon Street
Boston, MA 02114

RE: MUR 4176
Andy Paven

Dear NMr. Paven:

on December 14, 1995, the Federal Election Commission
found reason to believe that you violated 2 U.S.C.
§ 441a(a)(1)(A), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act."). However, after
considering the circumstances of this matter, the Commission
also determined to take no further action and closed its file
as it pertains to you. The Factual and Legal Analysis, which
formed a basis for the Commission’s finding, is attached for
your information.

The Commission reminds you that the amount of your
in-kind contributions in the form of staff advances to the
Tsongas Committee, Inc. appe rs to be a violation of 2 U.S.C.

take steps to ensure that this

a
§ 441a(a){1){A). You should
activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality
provisions of 2 U.S.C. § 437g(2)(12)(A) remain in effect with
respect to all respondents still involved in this matter.

1f you have any questions, please contact Jane Whang,
the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

/’ -
s / T {#‘
’__’4_ ,’{{ ;ﬁ;{_'_ M’ e
e T -
Leé Ann Elliott
Chairman

Enclosure
Factual and Legal Analysis




FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS
RESPONDENT: Andy Paven

I. BACKGROUND

This matter was generated by an audit of the Tsongas
Committee, Inc., (the "Committee”) and S§. George Kokinos, as
treasurer, undertaken in accordance with 26 U.S5.C. § 5038(a). The
Committee was the principal campaign committee for Paul Tsongas, a
candidate for the presidential nomination of the Demccratic Party
in 1992.

II. FACTUAL AND LEGAL ANALYSIS

No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any
election for Federal Office, which in the aggregate, exceed
$1,000. 2 u.s.C. § 44la(a)(1)(A).1l/ No committee shall knowingly
accept any contributions in vioclation of the contribution
limitations imposed by the Act. 2 U.S.C. § 44la(f).

An individuval’s payment from his or her personal funds,
including a personal credit card, for goods, services, or other
expenditures made on behalf of a political committee is a
contribution unless that payment is exempted from the definition

of contribution under 11 C.F.R. § 100.7(b)(8). 11 C.F.R. § 116.5.

1/ A "contribution" includes a gift, subscription, loan,
advance, or deposit of money or anything of value. 11 C.F.R.
e

§ 100.7(a)(1){iii). Unless exempted under 11 C.F.R. § 100.7(b),
the provision of goods or services without charge or at a charge
less than the usual and normal rate for such goods or services is
a contribution. Id.




Bovever, an individual’s payment for his or her own tramsportation
of usual and normul subsistence expeanses incurred while traveling
on behalf of a candidate or peolitical committee will mot be
considered a contribution if the individsal is reimbursed within
60 days after the closing date of the Billing statememt oa which
the charges first appear if the paymeat was =ade with a personal
credit card, or 30 days after the date that expeases were incurred
if cash was used. 11 C.F.R. § 116.5iB).3/ If, Bowever, an
individual incurs expenses for the subsistemce of others who are
traveling on behalf of the campaiga, a2 costribetiom occurs
regardless of wvhen the individual pays the expenses or when the
committee reimburses the individeal. 11 C.F.R. § 116.5; see also
Explanation and Justificatiom of 11 C.7.B. § 116.5(b), SS Fed.
Reg. 26382 (June 27, 1989).

Andy Paven extended $2_.13%5 i=
Committee, which were incurred to pay for either his owm, or
others’ travel or subsistence expeases related to the campaign.
Mz. Paven's advances were cutstanding from I day to 5 months.3/

As noted, an advance will autcmatically be comsidered am
in-kind contribution, if it is untisely reisbursed purscant to

§ 116.5(b) or incurred for other thas as isdivideal's personal

2/ Additiomally, an individual"s usreisbursed payments up to
51,000 per single election for tramsportation expemses incurred onm
behalf of a campaign are not comsidered to be comtributioas. See
11 C.Fr.R. § 100.7(b)(8).

3/ Mr. Paven was allowed the $1,000 travel exemption, pursuant
To 11 C.F.R. § 100.7(b)(9).




transportation or subsistence. See Explanation and Justification

of 11 C.F.R. § 116.5(b), 55 Fed. Reg. 26382 (June 237, 1989). Kr.

paven’'s advances were not reimbursed timely, and therefore became
in-kind contributions.

Therefore, there is reason to believe that Andy Paven

viclated 2 U.S.C. § 44la(a)(1l)(A).




FEDERAL ELECTION COMMISSION

s Do

January 18, 1996

David Goldman
75 Glen Road
Jamaica Plain, MA 02130

RE: NUR 4176
David Goldman

Dear Mr. Goldsan:

On December 14, 1995, the Federal Election Commission
found reason to believe that you violated 2 U.S.C.
§ 441a(a)(1)(A), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act."). However, after
considering the circumstances of this matter, the Commission
also determined to take no further action and closed its file
as it pertains to you. The Factual and Legal Analysis, which
formed a basis for the Commission’s finding, is attached for
your information.

The Commission reminds you that the amount of your
in-kind contributions in the form of staff advances to the
Tsongas Committee, Inc. appears to be a violation of 2 U.S.C.
§ 441z(2)(1)(A). You should take steps to ensure that this
activity does not occur in the future.

The file will be made public within 30 days after this
matter has been closed with respect to all other respondents
involved. You are advised that the confidentiality
provisions of 2 U.S5.C. § 437g(a)(12)(A) remain in effect with
respect to all respondents still involved in this matter.

If you have any questions, please contact Jane Whang,
the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

-

-

/ AT
7 L .7 S AL

At

Lee "Ann Elliott
Chairman

Enclosure
Factual and Legal Analysis




FEDERAL ELECTION COMNISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENT: David Goldman

I. BACKGROUND

This matter was generated by an audit of the Tsongas
Committee, Inc., (the "Committee”) and S. George Kokinos, as
treasurer, undertaken in accordance with 26 U.S.C. § 9038(a). The
Committee was the principal campaign committee for Paul Tsongas, a
candidate for the presidential nomination of the Democratic Party
in 1992.

IXI. FACTUAL AND LEGAL ANALYSIS

No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any
election for Federal Office, which in the aggregate, exceed
$1,000. 2 U.S.C. § 44la(a)(1)(A).1/ No committee shall knowingly
accept any contributions in vicolation of the contribution
limitations imposed by the Act. 2 U.S.C. § 44la(f).

An individual’'s payment from his or her personal funds,
including a personal credit card, for goods, services, or other
expenditures made on behalf of a political committee is a
contribution unless that payment is exempted from the definition

of contribution under 11 C.F.R. § 100.7(b)(8). 11 C.P.R. § 116.5.

1/ A "contribution® includes a gift, subscription, loan,
advance, or deposit of money or anything of value. 11 C.P.R.

§ 100.7(a)(1)(iii). Unless exempted under 11 C.F.R. § 100.7(b),
the provision of goods or services without charge or at a charge
less than the usuval and normal rate for such goods or services is
a contribution. 1Id.




odw

However, an individual’'s payment for his or her own transportation
or usual and normal subsistence expenses incurred while traveling
on behalf of a candidate or political committee will not be
considered a contribution if the individual is reimbursed within
60 days after the closing date of the billing statement on which
the charges first appear if the payment was made with a personal
credit card, or 30 days after the date that expenses were incurred
if cash was used, 11 C.F.R. § 116.5(b).2/ 1f, however, an
individual incurs expenses for the subsistence of others who are
traveling on behalf of the campaign, a contribution occurs

regardless of when the individual pays the expenses or when the

committee reimburses the individual. 11 C.F.R. § 116.5; see also

Explanation and Justification of 11 C.F.R. § 116.5(b), 55 Fed.
Reg. 26382 (June 27, 1989).

pavid Goldman incurred $32,658 in advances charged teo
his credit card during July 13-17, 1992 and reimbursed on July 27,
1992, for the travel and subsistence of other individuals to the
Democratic Convention.

As noted, an advance will automatically be considered an
in-kind contribution, if it is untimely reimbursed pursuant to
§ 116.5(b) or incurred for other than an individual’s personal
transportation or subsistence. See Explanation and Justification

of 11 C.F.R. § 116.5(b), 55 Fed. Regqg. 26382 (June 27, 1989). MNr.

2/ Additionally, an individual’'s unreimbursed payments up to

¥1,000 per single election for transportation expenses incurred on
behalf of a campaign are not considered to be contributions. 3See
11 C.F.R. § 100.7(b)(8). e
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Goldman’s advances were in-kind contributions because they were
incurred for other individuals’ travel and subsistence.
Therefore, there is reason to believe that David Goldman

violated 2 U.S8.C. § 441la(a)(l)(A).




FEDERAL ELECTION COMMISSION

WASHINGTION DU Xan )

January 18, 1996

Jim Armenakis, Partner
Armenakis & Armenakis
121 Greene Street

New York, NY 10012

RE: MUR 4176

Armenakis & Armenakis

Dear Mr. Armenakis:

On December 14, 1995, the Federal Election Commission
found that there is reason to believe Armenakis & Armenakis
violated 2 U.85.C. § 44la(a)(l)(A), a provision of the Federal

O Election Campaign Act of 1971, as amended ("the Act"™). The
Factual and Lo?al Analysis, which formed a basis for the

Commission’s finding, is attached for your information.

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 upgroptiato. statements should be submitted
under cath. In the absence of additicnal information, the

Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

In order to expedite the resolution of this matter, the

Commission has also decided to offer to enter into

negotiations directed towards reaching a conciliation

agreement in settlement of this matter prior to a finding of

~ probable cause to believe. Enclosed is a conciliation
agreement that the Commission has approved.

If you are interested in oxgeditinq the resclution of
this matter bx pursuing preprobable cause conciliation and if
you agree with the provisions of the enclosed agreement,
please sign and return the agreement, along with the civil
penalty, to the Commission. 1In light of the fact that
conciliation nagotiations, 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 possthe.

Requests for extensions of time will not be routinel
granted. Reguests must be made in writing at least five ;ays
prior to the due date of the response and specific good cause
must be demconstrated. 1In addition, the Office of the General
Counsel ordinmarily will not give extensions beyond 20 days.
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1f you intend to be represented by counsel in this
matter, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number
of such counsel, and authorizing such counsel to receive any
notifications and other communications from the Commission.

This matter will remain confidential in accordance with
2 U.S.C. §§ l37?(a){4)(n) and 437g(a)(12)(A), unless you
notify the Commission i. writing that you wish the
investigation to be made public.

For your information, we have attached a brief
description of the Commission’s procedures for handlin
possible violations of the Act. If you have an quost?onl.
please contact Jane Whang, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

P~ ¥ r ‘\' 74
. L4
XL inn_ -(VZﬂszT
Lee "Ann Elliott
Chairman

Enclosures
Factual and Legal Analysis
* Procedures
Designation of Counsel Form

Conciliation Agreement




FEDERAL ELECTION COMMI3SSION
FACTUAL AND LEGAL ANALYSIS

KUR 4176
RESPONDENT: Armenakis and Armenakis

I. BACKGROUND

This matter was generated by an audit of the Tsongas
Committee, Inc., (the "Committee®) and S. George Kokinos, as
treasurer, undertaken in accordance with 26 U.S5.C. § 9038(a). The
Committee was the principal campaign committee for Paul Tsongas, a
candidate for the presidential nomination of the Democratic Party
in 1992.
ITI. FACTUAL AND LEGAL ANALYSIS

No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any
election for Federal Office, which in the aggregate, exceed
$1,000. 2 U.S5.C. § 44la(a)(1)(A).1/ No committee shall knowingly
accept any contributions in violation of the contribution
limitations imposed by the Act. 2 U.5.C. § 44la(f).

Contributions made by a partnership shall not exceed the
limitations on contributions in 11 C.F.R. § 110.1(b), (c) and (4).
A partnership is considered to be a "person" for purposes of

enforcing the Act. 2 U.S.C. § 431(11).

1/ A “"contribution® includes a gift, subscription, loan,
advance, or dtfosit of money or anything of value. 11 C.P.R.

§ 100.7(a)(1)(iii). Unless exempted under 11 C.F.R. § 100.7(b),
the provision of goods or services without charge or at a charge
less than the usual and normal rate for such goods or services is
a contribution. 1Id.




\"

™

A commercial vendor may extend credit to a candidate or

political committee, or other person on behalf of the candidate or
political committee. 11 C.F.R. § 116.3. An extension of credit
is not considered a contribution, provided that the credit is
extended in the ordinary course of the commercial vendor's
business and the terms are substantially similar to extensions of
credit to nonpolitical debtors that are of similar risk and size
of obligation. 11 C.F.R. § 116.3(a). Additionally, the provision
of goods or services without charge or at a charge that is less
than the usual and normal charge for such goods or services is a
contribution. 11 C.F.R. § 100.7(a)(1)(idi1)(A).

An audit conducted by the Commission revealed that the
Committee underpaid $14,591 to the New York law firm of Armenakis
and Armenakis (“"Armenakis”"). The law firm obtained signatures on
behalf of the Committee for ths New York primary ballot, and
charged the Committee a total of $45,411, of which the Committee
did not pay Armenakis a balance of $13,995. The Committee also
did not pay Armenakis $596 of a $15,596 invoice for legal defense
concerning a petition challenge, The Committee failed to pay
Armenakis a total of $14,591 ($596 + $13,995), resulting in an
excessive contribution of §13,591 by the partnership. See 11
C.Fr.R. § 100.7(a)(1)(iii)(A). Because the partnership was
composed of two partners, each partner made an excessive in-kind
contribution of $6,295.50, pursuant to 11 C.F.R. §§ 110.1(e) and
116.5.2/

2/ This amount iacludes reductions for each partner’s $1,000
Individual contribution.




The Committee paid less than the apparent "usual and normal
charge” for the services, creating an in-kind contribution. See
11 C.r.R. § 100.7(a)(1)(i4i)(A). The law firm revised its invoice
only after the Commission’s audit of the Committee. Further, the
Committee did not provide persuasive evidence that the invoice was
reduced due to non-campaign expenses, nor did it specifically
address how certain telephone charges, per diem, travel and food,
office and catering charges were not related to the law firm's
work for the Committee. Moreover, if a political committee's debt
is forgiven or settled for less than owed, a contribution arises,
"unless such debt is settled in accordance with the standards set
forth at 11 C.F.R. §§ 116.3 and 116.4." 11 C.F.R. § 100.7(b)(4).3/
Based upon the foregoing, it appears that the Committee’s debt is
an in-kind contribution.

Therefore, there is reason to believe that Armenzkis violated
2 U.5.C. § 441a(a)(1)(A) by making an excessive in-kind

contribution to the Committee.

3/ These regulations require that a committee submit debt
settlements to the Commission for its review and acceptance.
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January I8,

Barry White, Cc-Managing Partner
Foley, Hoag & Elioct

One Post Office Sgquare

Boston, MA 02109

RE:

MUR 4176
Foley, Hoag & Eliot

Dear Mr. White:

On December 14, 1995, the Federal Election Commission
found that there is reason to believe Foley, Hoag & Eliot
violated 2 U.S.C. § 4412{a)(1){(A), a provision of the Fedecal
Election Campaign Act of 1971, as asended (“"the Act™). The

. Factual and L.?ol Analisis. which formed a basis for the
Commission’s finding, is attached for your informatiom.

You may submit any factual or legal saterials that you
believe are relevant to the Commission’s consideration of
this matter. Please subait such saterials to the General
Counsel’s Office within 15 days of your receipt of this
'3 letter. Where appropriate, statements should be submitted

under cath, In the absence of additicaal iafcimation, the
Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

In order to expedite the resolution of this satter, the
- Commission has also decided to offer to enter inte
negotiations dicected towards reaching a conciliation
agreement in settiement of this satter prior to a finding of
probable cause to believe. Enclosed is a conciliationm
agreement that the Commission has approved.

I1f you are interested in expediting the resolution of
this matter by pursuing preprobable cause conciliation and if
you agree with the provisions of the enclosed agreement,
please sign and return the agreement, along with the ciwil
penalty, to the Commission. In light of the fact that
conciliation negotiations, prior to a findinz of probable
cause to believe, are limited to a2 maximum of 30 days, you
should respond to this notification as soon as possible.

Requests for extensions of time will not be routinel
granted. Requests sust be msade in writing at least five
prior to the due date of the response and sfccitic causs
must be demonstrated. In additiom, the Office of General
Counsel ordimarily will not give extensions beyond 20 days.
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If you iatead to be represeated by counsel ia this
satter, please advise the Commissiom by c:::lottn, the
eaclosed form statimg the zase. address, te nusber
cof such counsel. and asthorizisg such counsel to receive any
aotificaticns and other commmmicatioms from the Commission.

This satter will resais coafideatial in accordance with
1 U.5.C. 5§ 437gla)(4)(B) and 437g(a)(12)(A), unless you
actify the Commissica is writiag that you wish the
investigatiea to De sade public.

For your isformaticom, we have attached a Drief
description of the Commissica"s procedures for handli
==t £+ 34 viclations of the Act. If you have gquestions,
please coatact Jase Whang, the attormey assig to this
aatter, at (262) 219-3699.

Sincerely,

Eaclosares

Fact=al and

cc: Gacy €.




BACEGROUND
This satter wvas generated By an audit of the Tscagas

Committee, Inc., (the “Committee™) and S. Geccge Schincos. as

treasurer, undertakes in accordamce with 16§ T.5.C. § 9M3lal. The

Committee was the priscipal caspaige committee for Pamnl Tsoagas, a

candidate for the presideantial nomissticns of the Desocratic Facty

in 1992.

ITI. PFACTUAL AND LEGAL ANALYSIS

Bo person shall make contributions to any candidate and his

or her awthorized pelitical committees, with respect to amy

election for Fedecral Office, which iz the aggregate. exceed

$1.000. 2 U.S5.C. § lala)lil)ia).l/ No committee shall ancwiagly

accept aay coatributions ia viclatica of the comtributiom
limitations imposed by the Act. I U.S.C. § MiIaf).
Contributions sade by 2 paztoership shall sot esceed the

in II C.F.A

limitations oa contributions § 1180.1(0),. ic) aad ¢d).

A partnership is considered to be a “"person™ for gurposes of
enforcing the Act. 2 U.5S.C. § 431(11). Costributions writtes o=

partaership accounts shall be attributed to hoth the Fartmershis

P A "coatributica™ iacliudes a gift, subscrigtios, loam,
advance, or deposit of money or amythiag of se. 11 C.P.A

§ 100.7{a){1){3ii). Unless exempted under 11 C.P.2. § 100.708).
the provision of goods or services without charge or at a cEarge
less than the usual and sormal rate for sech goods or secwices is
& coatribation. Id4.




and to each partner im direct proportion to his or ber share of

the perisership profits, and shall not exceed comtributicm

limitations. 11 C.FP.R. § 110.1(e).
The Commission's audit revealed that the law firm Foley, Hoag

and Bliot, made $21,500 in excessive comtributions to the
Committee, resulting from 25 checks totaling $22,500 drawm on its

partaecrship account. See 11 C.F.R. § 110.1(e).

Puring the avdit, the Committee challenged the finding

concerning the $11,.500 in excessive partnership contributions.l/

Specifically. the Committee argued that the coatributions were

*Seducted from each Partner’'s individual net income digtribution®

and also from firm profits. Therefore, the Committee contended

that these comtributions were analogous to the corporate

~ aca-repayable drawing accounts that the Commission has recognized

as available for individual contributions. See 11 C.r.m,

§ 182.6(cHi3).
Imn the Fimal Audit Report,

the Commission noted that the

Committee”s arguments with respect to the excessive partnership

coatributions were unpersuasive. The Commission Bas explicitly

soted that coatributions made by a partnership check are

attributable to both the partnership and the designated individual

pacrtaers. See Explanation and Justificatioan for 11 C.F.R.

§ 110.3(e), 52 Fed. Reg. 764-765 (January 9, 1987); see alsc Legal

Cosments to the Fimal Audit Report on the Tsoagas for Presideat

Committee, Inc., dated October 31, 1994, citing Notice oa

Corporate Comtributions [Transfer Binder] Fed. Electiom Camp. Fim.

i/ The Committee did mot dispute the other findings coacerning
excessive comtributions discovered through review of the Texas
account, veceipts database, and sample pool.




Guide (CCH) 7 9064 (redecal Election Commission, August 28,
i978).3/ Thus, the 25 checks are consideced s 55 i=Sividual aad
portanership coatributiocas.

Based ugen the foregoing discussion, these is reasen to
believe that the Commission find reason to Deliewe that Fley.
Scag and Eliot viclated 2 U.5.C. § &lalalil)A) by contributing

$21.500 ia excessive partaership costributions.

1_/ also Advisory 1:10.: ("A0") 1581-53, 1990-3, and
”2-!7 Ia addition Committee"s anal of the
partaecrship account u a corporate ooo-rspayable

account
is misplaced. The latter is upci(iuu up to au- pecsonal
withdrawals salacy and profits; L—-

Committee’s situatiom, it th fire's Mtn were not

distributed until the end and that partaers wers zot
umlnmimpmwptuiﬂmmm
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mhu. Fyan & leomard
818 Comaecticat Awe., B.W.

Saite 1100
washiagton, 2.C. 20006

SE- "W 4178
The Tscoges Committee,

Inc_ sad S.

Eckinos, as treassrer

Gtrcechet:

Dear Ns.

On Decesber 14, 1§95, the Fedecal Tlectioa Commission

- found that thecre is reascom to Delieve your cliemts, the

Tsoagas Committee, Inc. (the "Committee™) and §.

- Echkiscos, as treasurer, viclated J U.S.C. § S4Iaif), and 12
C.r.R. § 934§, provisions of the Federal Zlecticm Campai

- munn.-;mrmu:*-mmﬂ:@r
Asaiysis, which focsed a Dasis for the Commissioa’s Eindtmey

is attached for gour iafocmation.

Tou say sebmit aay factual or legal satecials that

< you believe are celevant o the Commission”s comsideration of
this satter. PFlease submit sech saterials ts the Sezersal
Counsel*s Office withis 1S days of your receipt of this
letter. Where agpcopriate, statements should be submitted
under cath. In the absence of addiviomal iaforsation, the
mqfiﬂM:nut- believe that a

’ viclation Bas occurred amd proceed withk comciliatiom.

In order to expedite the rescintiom of thisg satter,
the Commission has alseo decided o offer to eatar imts
segotiations directed tosards reachiag a2 comciliatiom
agresmpnt iz settlement of this matter priocr to a fiadiag
prabable cause to Believe. ®Enclosed is 2 comciliatios
agresemeat that the Commission 2as approved.

If you ace istecested in expediting the rescluticon of
this satter pursaing preprobable cause comciliation and if
you agree wi the provisions of the saclosed -
please sigs and return the agreemest, aloag wi the ciwil
pesalty, to the Commissice. In light of the fact that
coaciliation ssgotiatioms, prior to a fiadiag of peobable
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cagse to Delieve, are limited to 2 maximum of 30 days, you
should respond to this notification as soom as possr;ll.

Beguests for extemsions of time will not be rostimely
granted. BReguests must be sade in writing at least five days
prior to the due date of the response and specific cacvse
apst be demconstrated. In additiom, the Office of General
Cosnsel ordimarily will not give extensions beyond 20 days.

This satter will remain confidential in accordance
with 2 U.S.C. §§ 437gl(a)(4)i(B) and 437q9(a)(12)(A), unless you
notify the Commission in writing that you wish the
isvestigation to be sade public.

For r inforsation, we have attached a brief
description of the Commission’s procedures for handli
possible viclations of the Act. If you have any un‘:TQQ"
please coatact Delanie Painter or Jane Whang, the atterneys
assigoed to this matter, at (202) 219-3690.

Sincerely,

Ll Lo LM

»

Lee Ann Elliott
Chaicman

Legal Analysis

Senator Paul E. Tsongas




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: The Tsongas Committee, Inc.,
S. George Kckinos, as treasurer
I. BACKGROUND
This matter was generated by an audit of the Tsongas
Committee, Inc., (the “"Committee®) and S. George Eokinos, as
treasurer, undertaken in accordance with 26 U.5.C. § 9038(a). The
Committee was the principal campaign committee for Paul Tsongas, a
candidate for the presidential nomination of the Democratic Party
in 1992.
1I. PACTUAL AND LEGAL ANALYSIS
A. UNRESOLVED INDIVIDUAL AND PARTNERSHIP CONTRIBUTIONS
No person shall make contributions to any candidate and his
or her authorized political committees, with respect to any
election for Federal Office, which in the aggregate, exceed
$1,000. 2 U.s.C. § 44la(al(1)(A).1/ No committee shall knowingly
accept any contributions in violation of the contribution
limitations imposed by the Act. 2 U.S.C. § 441a(f).
Contributions made by a partnership shall not exceed the
limitations on contributions in 11 C.F.R. § 110.1(b), (c) and (4).

A partnership is considered to be a "person® for purposes of

1/ A "contribution™ includes a gift, subscription, loan,
advance, or deposit of money or anything of value. 11 C.F.R.

§ 100.7(a)(1)(iii). Unless exempted under 11 C.F.R. § 100.7(b),.
the provision of goods or secrvices without charge or at a charge
less than the usual and normal rate for such goods or services is
a contribution. 1Id.




enforcing the Act. 2 U.S.C. § 431(11). Contributions written on
partnership accounts shall be attributed to both the partnership
and to each partner in direct proportion to his or her share of
the partnership profits, and shall not exceed contribution
limitations. 11 C.F.R. § 110.1(e).

The audit revealed that the Committee accepted excessive
contributions totaling $34,849. This amount includes: two
excessive contributions totaling $1,100 from an undisclosed bank
account in Texas;2/ 12 contributions, totaling $2,830, that had not
been refunded;3/ and $9,419 projected from a sample review of
excessive contributions.4/ Finally, this amount also includes
$21,500 in excessive contributions, resulting from 25 checks
totaling $22,500 drawn on a partnership account of a law firm,

Foley, Hoag and Eliot. See 11 C.F.R. § 110.1(e).

2/ The Committee has filed an amended Statement of Organization
to recognize the Texas account that was previously undisclosed.

3/ See Attachment 1 at 40, 41. This amount includes all
excessive contributions found on the Committee’s database, but

excludes one contribution for $50 for which the Committee provided
evidence of refunding.

4/ The Commission notified the Committee by letter dated June 2,
1992, that it would use a sampling technigue to determine, in
whole or in part, the amount of prohibited and excessive
contributions received by the Committee. See Letter from
Commissioner Aikens to Committee, June 2, 1592. The Commission’'s
letter notified the Committee that it would not recognize untimely
refunds, redesignations or reattributions made more than 60 days
following the candidate’s date of ineligibility or after the date
of the receipt of this letter, and that all unresolved prohibited
or excessive contributions shall be reguested to be paid to the
United States Treasury.




During the audit, the Committee challenged the finding
concerning the $21,500 in excessive partnership contributions.S/
Specifically, the Committee argued that the contributions were
"deducted from each Partner’'s individual net income distribution"
and also from firm profits. Therefore, the Committee contended
that these contributions were analogous to the corporate
non-repayable drawing accounts that the Commission has recognized
as available for individual contributions. See 11 C.F.R.

§ 102.6(c)(3).

The Final Audit Report did not find the Committee’s arguments
with respect to the excessive partnership contributions to be
persuasive. The Commission has explicitly noted that
contributions made by a partnership check are attributable to both
the partnership and the designated individual partners. See
Explanation and Justification for 11 C.F.R. § 1i0.1(e), 52 Fed.
Reg. 764-765 (January 9, 1987); see also Legal Comments to the
Final Audit Report on the Tsongas for President Committee, Inc.,
dated October 31, 1994, citing Notice on Corporate Contributions
[Transfer Binder)] Fed. Election Camp. Fin. Guide (CCH) % 9064

(Federal Election Commission, August 28, 1978).6/ Thus, the 25

S/ The Committee did not dispute the other findings concerai
excessive contributions discovered through review of the Texas
account, receipts database, and sample pool.

.

ny

6/ See also Advisory Oﬁinions ("AO") 1981-50, 1990-3, and
t

1992-17. "In addition, e Committee’s analogizing of the
Tattnot:hip account to a corporate non-repayable drawing account

s misplaced. The latter is speciflcallg set up to allow personal
withdrawals against salary and profits; however, in the
Committee’s situation, it appears the firm’s profits were not
distributed until the end of the year, and that partners were not
in normal practice permitted personal withdrawals against the
account.




checks are considered to be individual and partnership
contributions.

pased upon the foregoing discussion, there is reason to
believe that the Committee violated 2 U.S.C. § d44la(f) by
accepting $34,845 in unresolved excessive individual and
partnership contributions.
B. EXTENSIONS OF CREDIT

A commercial vendor may extend credit to a candidate or
political committee, or other person on behalf of the candidate or
political committee. 11 C.FP.R. § 116.3. An extension of credit
is not considered a contribution, provided that the credit is
extended in the ordinary course of the commercial vendor’s
business and the terms are substantially similar to extensions of

credit to nonpolitical debtors that are of similar risk and size

of obligation. 11 C.F.R. § 116.3(a). Additicnally, the provision

of goods or services without charge or at a charge that is less
than the usual and normal charge for such goods or services is a
contribution. 11 C.F.R. § 100.7(a)(1)(iii)(A).

The auvditors found that the Committee underpaid $14,591 to
the New York law firm of Armenakis and Armenakis ("Armenakis").
The law firm obtained signatures on behalf of the Committee for
the New York primary ballot, and charged the Committee a total of
$45,411, of which the Committee did not pay Armenakis a balance of
$13,995. The Committee also did not pay Armenakis $596 of a

$15,596 invoice for legal defense concerning a petition




o

challenge. The auditors concluded that the Committee failed to
pay Armenakis a total of $14,591 ($596 + $13,995), resulting in an
excessive contribution of $13,591 by the partnership. See 11
C.F.R. § 100.7(a)(1)(iii)(A). Because the partnership was
composed of two partners, each partner made an excessive in-kind
contribution of $6,295.50, pursuant to 11 C.F.R. §§ 110.1(e) and
116.5.7/

During the audit, the Committee disputed the characterization
that it received excessive contributions totaling $13,591 from
Armenakis. Specifically, the Committee argued that the law firm
had reduced these charges by subtracting certain non-campaign
related items in an invoice dated September 1992 that allegedly
superseded previous invoices. The Committee further contended
that a creditor and a political committee are entitled to settle
disputed debt in this puisuant to 11 C.F.R. § 116.10.

The Committee paid less than the apparent “"usual and normal
charge™ for the services, creating an in-kind contribution. See
i1 C.F.R. § 100.7(a)(1)(iii)(A). The Final Audit Report noted
that the law firm revised its invoice only after the Commission’s
audit of the Committee. Further, the Committee did not provide
persuasive evidence that the invoice was reduced due to
non-campaign expenses, nor did it specifically address how certain

- e B

telephone charges, per diea, travel and food, cffices and catering

r

charges were not related to the law firm's work for the Committee.

Moreover, if a political committee’s debt is forgiven or settled

1/ This amount includes reductions for each partner’s $1,000
individual contribution.




for less than owed, a contribution arises, "unless such debt is
settled in accordance with the standards set forth at 11 C.F.R.
§§ 116.3 and 116.4." 11 C.F.R. § 100.7(b)(4).8/ There is no
evidence to suggest that the Committee’s debt was reduced or
treated in accordance with the regulations at sections 116.3 and
116.4, Based upon the foregoing, there is reason to believe that
the Committee violated 2 U.S.C. § 44la(f) by accepting excessive
in-kind contributions from Armenakis.
C. STAFF ADVANCES

An individual’s payment from his or her personal funds,
including a personal credit card, for goods, secrvices, or other
expenditures made on behalf of a political committee is a
conctribution unless that payment is exempted from the definition

of contribution under 11 C.F.R. § 100.7(b)(8).9/ 11 C.r.R.

o § 116.5. However, 2n individual’s payment for his or her own
transportation or usual and normal subsistence expenses incurred
while traveling on behalf of a candidate or political committee

‘i will not be considered a contribution if the individual is

Y reimbursed within 60 days after the closing date of the billing

~ statement on which the charges first appear if the payment was

made with a personal credit card, or 30 days after the date that

8/ These regqulations require that a committee submit debt
settlements to the Commission for its review and acceptance.

9/ This provision was based on the Commission’s concern
that individuals may attempt to circumvent the contribution
limitations during critical periods in the campaign when the
committee is experiencing financial difficulties by paying
committee expenses and not expecting reimbursement for
rolonged periods of time. Explanation and Justification for
1 C.F.R. § 116.5, 55 Fed. Reg. 26382-3 (June 27, 1989).



expenses were incurred if cash was used. 11 C.F.R. § 116.5(b).10/
1£, however, an individual incurs expenses for the subsistence of
others who are traveling on behalf of the campaign, a contribution
occurs regardless of when the individual pays the expenses or when
the committee reimburses the individual. 11 C.F.R. § 116.5; see
also Explanation and Justification of 11 C.F.R. § 116.5(b), 55
Fed. Reg. 26382 (June 27, 1989).

The Committee accepted staff advances from four individuals
totaling $60,844. These advances were outstanding for a period of
1 to 236 days. This amount includes $32,658 in advances charged
to campaign official David Goldman's credit card during July
13-17, 1992 and reimbursed on July 27, 1992, for the travel and
subsistence of individuals other than Mr. Goldman to the
Democratic Convention. 1In addition, Bob Krueger advanced $15,892
to the Committee by paying for campaign expenses at ths
Committee’'s Texas office, resulting in excessive contributions
totaling $14,892.11/ Although the dates on which these expenses
were incurred are not clear, the Committee reimbursed these
expenses in full on February 27, 1992. Finally, Dennis Newman
extended $11,169 and Andy Paven extended $2,125 to the Committee
when they paid for either their own, or others’ travel or

subsistence expenses related to the campaign. MNr. Newman’'s

10/ Additionally, an individual’s unreimbursed Taynents up to

31,000 per election for transportation expenses incurred on behalf
of a campaign are not considered contributions. See 11 C.F.R.
§ 100.7(b)(8). o

11/ The auditors deducted $1,000 from this amount, due to Mr.
Krueger’s unused contribution limitation.




advances remained outstanding from 5 days to 11 months, and Mr.
Paven’s advances were outstanding from 1 day to § months.12/

During the audit, the Committee argued that all the expenses
of these individuals were refunded as promptly as possible, upon
submission of receipts. The Committee asserted that certain
expenses were not submitted promptly and it was therefore
impossible for the Committee to refund or even be aware of such
advances. Moreover, the Committee argues that it should be
allowed to reimburse expenses within a reasonable period after
receiving documentation for the expenses, because to require a
reimbursement in the absence of documentation is an unsound
management practice that could lead to violations of the
documentation requirements of 11 C.F.R. § 9033.11(b). Prinally,
the Committee notes that some of the staff advances were

reimbursed well w

ithin the Commission’'s time frame for refunding
other kinds of excessive contributions, 11 C.F.R. § 103.3, and
that there is no justification for treating a contribution from a
staff advance more strictly than other forms of excessive
contributions.

The Committee misinterprets the regulations; an advance is
considered an in-kind contribution if untimely reimbursed pursuant
to § 116.5(b), or if incurred for other than an individual’'s
personal transportation or subsistence. See Explanation and

Justification of 11 C.F.R. § 116.5(b), 55 Fed. Reg. 26382 (June

27, 1989). Further, the regulations are explicit that the period

12/ Both these individuals were allowed the $1,000 travel
exemption, pursuant to 11 C.F.R. § 100.7(b)(8).




-9-
for reimbursement with respect to certain advances begins from the
date of incurrence. See 11 C.F.R. § 116.5. 1In addition, staff
advances, like other excessive in-kind contributions, cannot be
refunded under section 103.3.

The staff advances were in-kind contributions because they
were either incurred by the individuals for others’ travel and
subsistence, or were reimbursed beyond the time frames set forth
in sectiom 116.5. Therefore, there is reason to believe that the
Committee vioclated 2 U.S.C. § 44la(a)(1)(A) by accepting these
excessive contributions in the form of staff advances.

D. PRESS AND U.S. SECRET SERVICE BILLINGS

The costs that a committee incurs in providing
tramsportation, ground services and facilities for media personnel
or the Secret Service are gqualified campaign expenses. 11 C.F.R.
§ S034.61a).
media representative for such expenditvres as long as it does mot
exceed the representative’s pro rata share of actual costs and
services. Purther, each media representative shall not pay to the
Committee more tham 110% of its actual pro rata costs of
transportation and services. 11 C.F.R. § 9034.6(b).

The Committee accepted excessive reimbursements from the
press and the U.S. Secret Service for its provision of travel
services. Specifically, the Comamittee collected $15, 1£2 o= e
press and $4,471 from the Secret Service in excess charges.ll}/ This
13/ MAmerican Express ("Amex") billed the press 402,850 for its
trips, but only collected $382,058. The auditors calculated that
$15,162 was collected inm excess because the actual maximum amcumt
billable to the press (110% of actual costs) was $366,.0896. Amex
also billed the Secret Service $49,129, but collected $49.567.

The auditors calculated that the Secret Service’s saxisum billable

ancunt was $45,096, and that the Committee collected $4,.471 in
excess of this amsount.




overcharge reflects » 20% sarkup that American Express (“Amex™)
applisd to the actsal trawel costs, 10% of vhich the Committes
contends was actually for part of the actual costs of the
services.14/ The Committee argued that it was entitled to the 10%
administrative fee iz additiom to the 10% markup that was charged
by Amex. It conteaded that "the Committee could not have received
the travel services without paying that [10%] cosmission.”
Committee’s Response at 24 (esphasis im original). The Committee

also cited a Travel Weekly article that stated that federal

election law does not comsider payments to a travel agent,
including charter air fare, to cover administrative fees.
Therefore, the Committee argues, the 10% fee charged by Amex
should be considered as the actual costs of travel secvices.
However, the regulatioms provide for omly a 10% markup of the
actual costs of tramsportatios and services, and that the total
number of passengers o= the plane must be counted in determining
the pro rata share per passeanger. See Explanation and
Justification for 11 C.7.R. § 5034.6, 52 Fed. Reg. 20870 (June 3,
1987). BSecause Amex prowvided all travel services, including the

14/ Amex’'s services included reviewing flight manifests,
chartering Committee trips, arraaging for ground transportatiom,
lodging and catering, and prowiding oa;gia-n personnel to track

the press. Asex Dilled the zadia and Secret Service directly
for the travel, collected the bills and then applied the
remittances to the Committee’s accoumt. The Asex personnel were

also not included in the passenger couat for purposes of the pro
rata calculatiom.
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costs of collecting the bills and applying the remittamces to the

Committee’s account, the Committee"s argumeat that it was
necessary to charge an additiomal 10% for admisistrative costs is
easupported by the record. Further, the Committes”s reference teo

the Travel Weekly article is inapposite, Decause this article

concerns 3 travel agent who did not provide the full exteat of
services to a presidential committee that Amex provided is this
instance. The Commission rejected the Committes’s arguments and
found in the Final Audit Report that the Committes should refund
the press $15,162 and the Secret Secrwvice $4,.471.

Therefore, there is reason to believe that the Committee
viclated 11 C.F.R. § 5034.6 by acceptiang SI in excess

reisbursenents from the press.
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irst Censral Counsel’s Bepoct, BUR 4176

™ semcrandum is being circulated eam 3 J4 Nowr Ba
rectior basis to correct am error ia Necoussndations #I, 4.
T, amf § =f our memcrandum, dated December &. 1995 and
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FEDERAL ELECTION COMMISSION

WASEENO U, O L e

January 3. 1958

Dear Ms. Ueeche

¥ you bave any guestions, picase contact me ar 20T 119 SES

Smcereiy e

| | i- e <o
Toemey

Deiame DeVirr Panger
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Armsmaxss &

ATToRsaYs av Law

121 GussNe STRESY
TEmp Fioca
New Yorx, N.Y. 10012

- a— (212) 228-2600 D Bz
St S Fax (212) 9827815 vy ot -l

Februa 1, 1996

EX_EBX 203 219-1043 i

Jane Whang, Bsg. 5

Pederal RElection Commission

Hashington, DC 20463

Re: MOR 4176
&xmenakis & Armenakis

Dear Ms. Whang:

#e wish to reguest an extension of time w
response to the finding of the Federal El

satter to emable us to retflaove whatever files we
bave fros storage. At present, we have almit no documents within
the office which would clarify matters. !

Aditionally, my husband, who is more familfily with the matter,. bas

e bareby request a 20-day extension, to FP@e-uary 27, 1996.
Thank you for any courtesies extended. I

Very trgmy yours, .
-5 4 .

Diana Armenakis

|

|

1
|
?
;

ey
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FOLEY, HOAG & ELIOT
Ot POST OFFICE SOUARE

BOS TN MASSACHUSETTS 0F109-2170

TEL BPeEeE @ T AR sl oy WS RS, T T D O
. mew AT FORE YO

¥ AR & T Wy PoE

SAAFY B WAETE TEY £ Seew TELEFHOMNE (205 TTS Om 5

January 31, 1996

BY Telefacsiaile
and First Class Mail

Jane Whang, Esg.
Federal Election Commission
Office of General Counsel
999 E Street, NN

Washington, DC 20463

Re: MUR 4176 (Foley, Hoag & Eliot); Regquest For Extension
Of Time

Dear Ms. Whang:

I am writing in response to Chairman Elliott’s letter to me
dated January 18, 1996. That letter was received at our offices
on Monday, January 22, 1996. Accordingly, a response to that
letter is now due on Tuesday, February 6, 1996. I am writing to
request that the O0ffice of General Counsel extend by twenty (20)
days the time for Foley, Hoag & Eliot to respond, that is, until
February 26, 1996. I believe you have already discussed the

possibility of such an extension with Gregory T. Moffatt of this
» office.

L

The above-referenced Matter Under Review pertains, in
relevant part, to comtributions made by partners of this law firm
to the Tsongas Com=itiss in conjunction with Paul Tsongas’ 1992
presidential campaign. I a= sure you can appraciate that gur
review of the matter involwves certain accounting and legal issues
which will take some time to work through before we can respond
appropriately. Therefore, granting an extension until February
26, 1996 is both reasonable and in the interest of all the
relevant parties.



Jane Whang,

Federal lloction Commission
Office of Ceneral Counsel
January 31, 1996

Page 2

Thank you for your attenticn to this matter. I would
appreciate it if you would advise me of your office’s decision
with respect to this regquest at your earliest convenience.

Very truly yours,

Vo) 7

Barry B. White

Gary C. Crossen, Esq.
Gregory T. Moffatt, Esqg.

LiB_2 0185093.00




FEDERAL ELECTION COMMISSION
WASHINGCION DC 2048}

February 2, 1996

RE: MUR 4176
Foley, Hoag & Eliot

Dear Mr. White:
This is in response 936 our letter dated January 31, 1996, requesting an extension
of 20 days until February 26, | to respond to the Commission's reason-to-believe

findings in this matter. Afier considering the circumstances presenied in your letter, the
Office of the General Counsel has granted the requested extension. Accordingly, your
= response is due by the close of business on February 26, 1996

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

Sincerely,

97y

N Attorney




FEDERAL ELECTION COMMISSION

WASHINCTON, DO MGG

February 2, 1996

New York, N.Y. 10012

MUR 4176
Armenakis & Armenakis

Dear Ms. Armenakas:

This is in response to vour letier dated February 1, 1996, requesting an extension
of 20 days until February 27, 1996 to respond to the Commission’s m&eliﬂe
findings in this matier. After considering the circumstances presented in your letter, the
Office of the General Counsel has granted the requested extension. Accordingly, your
response is due by the close of business on February 27, 1996

if you have any questions, please contact me at (202) 219-36%0

Sincerely,

29
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“ » m |$ ATTORNEYS AT LAW

1“ 818 CONNECTICUT AVENUE, N.W
e SUITE 1100
WASHINGTON, D.C. 20006

(202) 728-1010
FACSIMILE 1202) 720-404a

February 26, 1996

b ]

Lee Ann Elliott
Chairman

L RER

Federal Elections Commission
Washington, DC 20463

JI4V.L

'
iV

RI MUR 4176
The Tsongas Committee, Inc
and S. George Kokinos, as
treasurer

Dear Ms. Elliott

'he Tsongas Committee, Inc. (“the Commuittee™). and George Kokinos, as
I'reasurer, hereby submit this response to the reason to believe notification in the afore-
mentioned matter served on the Commiitiee on January 19, 1996. We renew our ecarlier

requests that the Commission take no further action in this matter
UNRESOLVED INDIVIDUAL AND PARTNERSHIP CONTRIBUTIONS

I'he Federal Election Commission (FEC) found reason to believe that the
Committee accepted excessive contributions from a partnership account of a law firm,
Foley, Hoag and Eliot. The Committee previously submitted documentation showing
that contributions from the law firm partners represented funds within the exclusive
control of the individual partners. While a contribution from partnership funds is
generally subject to a $1,000 contribution limit, that is not the case if the funds used were
in fact already the personal funds of the individual partners. In its response dated
December 13, 1993, the Committee explained to the Interim Audit Report that throughout
the fiscal year, the law firm distributes only eighty percent of the profits eamned to the
partners. Twenty percent is held back and is distributed at the end of the fiscal year
Accordingly, the firm held funds of each partner from which these specific political
contributions were made at the sole discretion of the contnibuting partners. Since these
were personal funds, of the individuals, there was no violation of 2 US.C. § 441a(f)

T'his is supported by the fact that separate checks were drawn for each partner’s
contribution
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Accordingly, the Committee submits that the contributions in question were not
contributions “by a partnership” within the meaning of 11 CFR. § 110.1(e).

T

B. EXTENSIONS OF CREDIT

The FEC found reason to believe that the Committee accepted an excessive in-
kind contribution from the New York law firm of Armenakis and Armenakis
(“Armenakis™). Based on the Audit Report, the General Counsel suggests that an
excessive contribution may have been made by Armenakis in providing space for the
Committee's New York City headquarters. In their report, the auditors allege that the law
firm has not been reimbursed for two invoices. The first invoice contained charges of
$45.411, of which the Committee did not pay Armenakis a balance of $13,995 of alleged
campaign-related expenses. The second invoice was $15,596 for legal defense
concerning a petition challenge, of which the Committee did not pay $596. The Audit
staff contends that the September 2, 1992 revised invoice reducing the amount sought for
reimbursement represents a subsidy to the Committee by the law firm. The audit staff
determined that the decrease in the bill for the apparent “usual and normal charge™ for
services created an in-kind contribution. See 11 C.F.R. § 100.7(a)} 1 Xiii}A).

However, the Committee disputed the debt owed the law firm and determined that
the Committee never owed the $13,995 in question. The Committee reimbursed the law
firm for the work done by the firm in obtaining signatures for the New York primary
ballot. The invoice first received by the Committee was incorrect. The reimbursement
request submitted by the law firm contained charges for expenses that were not
discernibly campaign-related or did not reflect a rational allocation of overhead items,
such as telephone charges between the campaign and the ongoing business of the law
firm. This was not a reduction of the bill but a re-issue to reflect correct campaign-related
charges. The second invoice sent by Armenakis was the correct charge and the disputed
figure was not an excessive in-kind contribution from Armenakis, but acknowledgment of
a previously inaccurate invoice.

E. STAFF ADVANCES

The FEC found reason to believe that campaign official David Goldman’s charges
on his American Express card for travel related to the Democratic Convention was an in-
kind contribution accepted by the Committee. David Goldman placed a charge of
$32.658 on his credit card during July 13-17, 1992 and was reimbursed on July 27, 1992
for the travel and subsistence of himself and others at the Democratic Convention. Mr.

joldman was reimbursed prior to receiving or paying his credit card invoice,

In the Report of the Audit Division on November 18, 1994, the auditors and
Commussion state that expenses relating to the Tsongas Committee’s attendance at the
Demaocratic National Convention held in New York City were incurred after the date of
eligibility due to former Senator Tsongas” withdrawal from the presidential race, and
therefore are non-qualified campaign expenses. Because the Convention expenses were
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treated as non-qualified, no restrictions exist undetFedsddedmhwmwhomﬁ. o

for these expenses. Since the charges were used for travel and subsistence at the
Convention, a non-gualified campaign expense, the proposition that David Goldman's
American Express charges were an in-kind contribution in the form of an advance is
inconsistent with the Commission's previous determination that the Committee could not
pay these expenses.

According to 11 C.F.R. § 9032.9 a qualified campaign expense is a purchase or
payment incurred by or on behaif of a candidate or his authorized committee made in
connection with his campaign or nomination from the date the individual becomes a
candidate through the last day of the candidate’s ¢ligibility of which neither the
incurrence nor payment of which constitutes a violation of any law of the United States.
A contribution results when an individual makes a payment for goods or services for the
purpose of influencing an election. 11 C.F.R. § 100.7(a)1).

Although we previously argued that these charges were a qualified campaign
expense, the General Counsel rejected these arguments by determining that payment of
Convention expenses for an ineligible candidate are non-qualified. Now the General
Counsel bases its legal analysis on 11 C.F.R. § 116.5 that states an in-kind contribution
results if “an individual pays the transportation, or subsistence expenses of others.” But,
the Commission cannot have it both ways. As previously stated, the FEC decided that
charges for Convention expenses are non-qualified, and thus, the payment of these
expenses could not have resulted in an in-kind contribution. The charges either resulted
in a qualified campaign expensc thatl is subject to reimbursement or the charges were non-
qualified and not subject to limitations on reimbursement.

In addition, prior to the charge payment, Mr. Goldman recalls specifically asking
the Audit staff whether he could make the charges in question, and was told yes. Finally,
although a contribution technically results when a credit card is used for campaign
expenses, Mr. Goldman was reimbursed by the Committee prior to receiving and paying
his credit card bill. Thus, the charge was not in fact a contribution because he did not
spend any of his own money.

if the Commission changes its analysis and rejects the argument that Democratic
Convention expenses are non-qualified when the candidate is no longer eligible, the
Commission should acknowledge that the rules on staff advances are not entively clear on
when it is or is not appropriate to place charges on a personal credit card. These unclear
rules also resulted in findings by the FEC of advances from Bob Krueger for campaign
expenses at the Committee's Texas office, as well as advances from Dennis Newman and
Andy Paven. Given the lack of clarity and confusion as to staff advances, no enforcement
is warranted.

Thus. no further action is warranted.




D. PRESS AND U.S. SECRET SERVICE BILLINGS

The FEC found reason to believe that the Commitiee accepted reimbursements
from press personnel beyond the 110% limit of its actual costs for transportation and
services. With respect to reimbursement from the press and the UU.S. Secret Service, the
General Counsel contends that the Committee overcharged for the traveling services and
coliected excess fees in the sum of $15,162 from the press and $4,471 from the Secret
Service. The General Counsel argues the 10% commission mark-up by American
Express (“Amex™) for the cost of travel precludes the Committee from adding a 10%
administrative markup to the cost of travel, as allowed by 11 C.F.R. § 9034.6(b).

Like any travel agent. Amex charges a commission for the services of providing
its travelers with tickets and chanening planes. For example, when Amex books a flight
for $500 per person, they build 2 commission into the price. These services could not be
secured without the inclusion of this commission. Amex’s 10% markup is a standard
charge by the travel industry. and this 10% fee is solely for the benefit of the travel agent.
The 10% commission charged by Amex does not defray the Commitiee’s administrative
costs and does not cover the 10% administrative costs covered in 11 C.F.R. § 9034.6. By
preventing the Committee from charging an administrative fee (subject to the
reimbursement limit), the Audit staff fails to permit the Committee 10 recoup its actual
costs of providing these services 1o the media. 52 Fed Reg 20871 (June 3, i1987). The
10% Amex mark-up should be considered part of the actual travel costs and should not
prevent the Committee from charging a 10% administrative fee

CONCLUSION

The Committee does not dispute that it mistakenly accepted excessive
contributions amounting to $13.349.

If you have any further questions, please contact me at (202) 728-1010.
Sincerely,

i
T

Lym Utrecht




February 26, 1996

By Telefacsimile
and First Class Mail

Jane Whang, Esqg.

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

Re: 1In the Matter of Foley, Hoag & Eliot: MUR 4176
Dear Ms. Whang:

Foley, Hoag & Eliot hereby submits this response to thk

Federal Election Commission’s reason to believe notificatio
contained in Chairman Elliott’s lstter to me as co-managing
partner of this law firm, dated January 18, 1996.

On December 14, 1995, the Commission found reason to believe
that Foley, Hoag & Eliot made excessive contributions to the
Tsongas Committee, Inc., the principal campaign committee for
Paul Tsongas’ candidacy for the presidential nomination of the
Democratic Party during the 1992 election cycle. The
contributions were made by specific individual partners, and the
Tsongas Committee has previously submitted documentation to the
Commission explaining that the contributions represented funds of
the individual contributing partners. Although a contribution
made from partnership funds is generally subject to a $1,000
limit, that was not the case with the contributions made from the
Foley, Hoag & Eliot account, since the funds used were in fact
already the funds of the individual partners. Thus, no violation
of 2 U.S.C. § 441a(f) and/or 11 C.F.R. § 110.1(e) occurred. This
conclusion is further supported by the fact that separate checks
were drawn for each partner’s contribution.




Jane Whang, Esg.

Federal Election Commission
Office of General Counsel
February 26, 1996

Page 2

Thank you for your attention to this matter.

Very truly yours,
A o /F“—J.’
; ” Fig 7 2 o
7%
Barfy B. White

LIB_2 /0187248.01
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ARMENAKIS & ARMENAKIS

ATTORNEYS AT LaW

121 GREENE STREET
THiRD FLOOR
New YORK, N.Y. 10012

(212) 228-2600
FAX (212) 982-7815

February 27, 199%6

BY FAX 202 219-1043
AND FIRST-CLASS MAIL

Federal Election Commission
Washington, DC 20463

Re: MUR 4176
Armenakis & Armenakis

Jane Whang, Esq. =
~
=
=

Dear Ms. Whang: ’i

We enclose herewith our response to the letter dated January 18,

1996 from Lee Ann Elliott, Chairman of the Federal Election
Commission.

Should you require any other information, please contact the
undersigned.

Sincerely,/
James J.—&rmenakis
JIA/CC

Enclosure




AFFIDAVIT OF JAMES J. ARMENAKIS

I, JAMES J. ARMENAKIS, hereby declare the following:

; I am a member of the firm of Armenakis & Armenakis, a law
firm located in the City and State of New York.

Xe During the 1992 Presidential primary campaign, Armenakis
& Armenakis provided office space for the Tsongas Committee’s New
York City headquarters, as well as rendered legal services.

3. In or about 1992, the firm prepared an invoice in the
amount of $45,411 and submitted same to Tsongas’ Committee in
connection with certain legal services rendered in obtaining
signatures for the New York primary ballot and for expenses
incurred in maintaining office space for the Tsongas Committee.

4. In order to insure that there could be no question of a
contribution, an invoice was requested by the Committee, prepared
and forwarded.

5 Thereafter, Tsongas’ headquarters in Boston disputed
certain expenses in that they were not discernably campaign related
and/or did not reflect clearly discernable allocation of certain
expenses. For example, telephone charges between the campaign and
the normal business of the law firm. After some negotiations, the
original invoice was corrected, and the Committee paid to the firm
the sum of $31,416. Receipt of same is hereby acknowledged.

6. Thereafter, an invoice was issued by Armenakis &
Armenakis in the amount of $15,596 in connection with legal
services rendered in defending a petition challenge before the
administrative tribunal and the courts of the State of New York.

- 3 The agreed upon amount for said services was $15,000, and
a corrected invoice was subsequently issued which was paid by the
Committee. At no time did Armenakis & Armenakis intend to or in
fact extend credit to the Committee, and to the best of our
knowledge, the firm was paid in full. Accordingly, we do not see
any violation in the Federal Election law occurring.

I declare under penalty of perjury that the foregoing is true
and correct.

% .
35‘# \-._/W«-LA—.
James J. . Armenakis
Executed, this 27th day —
of Febfuary, 2996

/)

~




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

May 1, 1996

James J. Armenakis
Amenakis & Armenakis
121 Greene Street

Third Floor

New York, NY 10012

RE: MUR 4176

Dear Mr. Armenakis:

This is 10 inform you that | will be leaving the Commission on April 30, 1996.
Delanie DeWitt Painter will be representing the Commission in the above-referenced
matier. She may be reached at (202) 219-3690.

Sincerely,

9 W
> 2 Ny
Jane J. Whang

Ceigdwatnyg the Comymesiaon s JO0th Annaversary

YESTERDAY. TODAY AND TOMORROW
DEDSCATED FO KEEPING THE PUBLIC INFORMED




FEDERAL ELECTION COMMISSION

WASHINCTON, DO 208)

Foley Hoag & Eliot
One Post Office Square
Boston, MA 02109
RE: MUR 4176
Dear Mr. White:
This is to inform you that | will be leaving the Commission on April 30, 1996

Delanie DeWitt Painter will be representing the Commission in the above-referenced
matter. She may be reached at (202) 219-3690.

Sincerely,

- W

Jane J. Whang

Celetwatong the (omwrmssecn s SO Arsnesversan

YESTERDAY, TODAY AND TOMORRTW
DEDMCATED TO KEEPING THE PUSLIC INFORMED
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g SENSITIVE
The Tsongas Committee, Inc.
and S. George Kokinos, as Treasurer
Armenakis & Armenakis
Foley, Hoag & Eliot
GENERAL COUNSEL'S REPORT

INTRODUCTION

On December 14, 1995, the Commission found reason to believe that The Tsongas

Committee, Inc. (“the Committee™) and S. George Kokinos, as treasurer, violated 2 US.C.

§ 441a(f) and 11 CF.R. § 9034.6. Moreover, the Commission found reason 1o believe, inter afia,
that the law firm of Armenakis & Armenakis (“Armenakis™) violated 2 US.C. § 441a{a)1XA) and
that the law firm of Foley, Hoag & Eliot (“Foley™) violated 2 US.C. § #4la(a)1XA). The
Commission approved conciliation agreements and entered into concilistion piior 0 a finding of

probable cause to believe with the Commuttee, Foley, and Armenakis.

On February 26, 1996, the Commitiee responded to the reason to believe findings and

requested that the Commission take no further action in this matter. Anachment 1.




The Office of General Counsel recommends that the Commission take no further action
against Armenakis and close the file with respect to that respondent. Moreover, this Office
recommends that the Commission take no further action against the Commitiee for the Armenakis
transaction.

Finally,
this Office recommends that the Commission deny the Committee’s request to take no further action

with respect to the remaining violations

ARMENAKIS & ARMENAKIS

The Commission found reason to believe that Armenakis violated 2 U.S.C. § 441a(a)(1XA)
by making excessive in-kind partnership contributions to the Committee totaling $13,591. These
contributions resulted from differences between the amount Armenakis billed the Committee and the
amount the Committee paid the firm for services rendered and office space provided in connection
with Senator Tsongas’ campaign in the 1992 New York State presidential primary. Armenakis

billed the Committee $45.411 for services rendered in obtaining petition signatures for the New

York State primary ballot and $15.596 for legal services rendered in defending a petition challenge.

The Commitiee's records indicated, however, that the Committee paid only $31,416 of the $45411
invoice and $15,000 of the $§15,596 invoice. Thus, it appeared that the Committee paid Armenakis a
total of $14,591 less than the amount that the Committee had been billed as detailed by the

Armenakis invoices.
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The Interim Audit Report on the Committee noted the discrepancy and concluded that
Armenakis apparently made and the Committee apparently accepted an excessive contribution as a
result of the transactions. Following the exit conference at which the Audit Division informed the
Committee of the apparent in-kind contribution, Armenakis issued a revised invoice in the amounts
previously paid by the Committee. The revised invoice did not indicate the reason for the
adjustment. Furthermore, the Committee failed to explain the invoice adjustment in response to the
Interim Audit Report. Based on these facts, the Commission found reason to believe that Armenakis
made an excessive in-kind contribution of $13,591 ($14,591 - $1,000).

In response to the reason to believe finding, Armenakis submitted to the Commission the
swom affidavit of James J. Armenakis, a member of the firm. See Attachment 2 at 2. The
Committee also submitted a response to the finding conceming the Armenakis transactions. See
Attachment 1. Armenakis and the Committee contended that the amounts at issue were disputed
debts that were properly resolved. Attachments | and 2; see 11 C.F.R. § 116.1(d).

In regard to the first invoice for $45,411, the sworn affidavit of James J. Armenakis stated:

Tsongas’ headquarters in Boston disputed certain expenses in that they were not

discernibly campaign related and/or did not reflect clearly discernible allocation

of certain expenses. For example, telephone charges between the campaign and

the normal business of the law firm. After some negotiations, the original invoice
was correcied, and the Committee paid to the firm the sum of $31,416.

Attachment 2 at 2. The Committee’s response similarly cited the disputed nature of the first invoice,
declaring that “the Committee disputed the debt owed the law firm and determined the Commitiee
never owed the $13,995 in question.” Attachment 1. The Committee also noted that the revised
amount “was not a reduction of the bill but a re-issue to reflect correct campaign-related charges.” /d.
In regard to the second invoice for $15,596, the Armenakis affidavit stated that the “agreed

upon price of said services was $15,000” and a “corrected invoice was subsequently issued . . .




Attachment 2 at 2. The Committee likewise noted that the revised invoice was an “acknowledgment
of a previously inaccurate invoice.” Attachment 1.

The responses of Armenakis and the Committee demonstrate that the amounts at issue were
disputed debts as defined by the Commission’s regulations. See 11 C.F.R. § 116.1(d). Moreover,

the responses show that the disputed debts were negotiated and resolved in the ordinary course of

business and the Committee then paid the debts in full.' See 11 CF.R. §§ 116.2(b) and 116.10(a).

Therefore, when the Committee paid the revised billing amount, no debts were forgiven or settled for
less than the amount owed, and no contribution resulted. See 11 C.F.R. § 116.7(c)(2) (providing that
disputed debts are not subject to the debt settlement process). Compare 11 C.F.R. § 100.7(a)4). No
contemporaneous documentation concerning the disputed nature of the debts has been obtained.
Nonetheless, in light of the swom statements of James Armenakis and the Committee’s response
corroborating those statements, it is evident that the amounts were disputed debts which neither
Armenakis nor the Commitiee intended to be forgiven or settled debts.

Therefore, the Office of General Counsel recommends the Commission take no
further action with respect to Armenakis & Armenakis and The Tsongas Committee, Inc.,
and S. George Kokinos, as treasurer, conceming these violations.
L.  FOLEY,HOAG & ELIOT

The Commission found reason to believe that the Foley law firm partnership made excessive

partnership contributions to the Committee totaling $21,500 in violation of 2 U.S.C. § 441a(a)}(1XA)

]

According to its disclosure reports, the Committce made 2 series of payments for the revised billing
amounts and recorded them as standard disbursements. The Committee did not record the additional amounts
as debts owed to Armenakis. Thus, it appears the Committee never considered the additional amounts to be
outstanding debts.




and that the Committee accepted the excessive contributions in violation of 2 U.S.C. § 441a(f).

In its response, Foley contends that no violation occurred because the contributions were
made by separate checks for each partner’s contribution and the contributions represented the funds
of the individual contributing partners. Attachment 3. Similarly, the Committee argues that the
Foley partnership contributions represented 20% of the individual partners” annual profit
distribution, which was held back and distributed at the end of the fiscal year. Attachment | at 1.
Thus, the Committee contends that the contributions should not count against the partnership’s

contribution limitation, but only against the contribution limitations of the individual partners, and

the Committee’s receipt of the contributions was not in violation of 2 U.S.C. § 441a(f). Jd







IV. THETSONGAS COMMITTEE, INC,
A. SUMMARY OF COMMITTEE RESPONSE

The Commitiee contests the Commission's reason to believe findings, relying primarily on

arguments it raised during the audit process.3 The Committee argues that the Commission should

take no further action on the staff advances. The Committee contends that David Goldman's credit
card charge of $32,658 for staff travel expenses related to the Democratic National Convention was
reimbursed before he received or paid for his credit card invoice. Attachmeat 1 at 2-3. The
Committee further argues that since the Commission determined that expenses related to the
Committee’s atiendance at the convention were non-qualified campaign cxpenses incurred afier the
candidate’s date of ineligibility. it is inconsistent for the Commission to consider these charges to be

in-kind contributions. /d.; see Final Audit Report on The Tsongas Committee, Inc. (approved

This section omits the Committee's arguments concerning the Armenakis and Foley contributions
previously discussed




December 16, 1994). Citing 11 C.F.R. §§ 9032.9 and 101.7(a)(1), the Committee contends that

because the Commission determined that the expenses were non-qualified and not made in
connection with the campaign for nomination, the payment of the expenses cannot be an in-kind
contribution made for the purpose of influencing an election. /d. Thus, the Committee asserts that
the expenditures cannot be considered both an in-kind contribution and a non-qualified campaign
expense. Moreover, the Committee reiterates its arguments that Mr. Goldman asked the Audit staff
whether he could make the charges and was told that he could do so. Further, the Committee
contends that the rules at 11 C.F.R. § 116.5 on staff advances are unclear and enforcement of the
staff advances by Mr. Goldman and three other staff persons is not warranted. Jd.

The Committee restates its arguments from the audit process that it did not accept
reimbursements from the press in excess of 110% of its actual costs for transportation and services.
It contends that it did not overcharge the press for travel by including a 10% American Express
commission as part of actual travel costs and adding an additional 10% Committee administrative
fee. See 11 C.F.R. § 9034.6. The Committee contends that the 10% commission was not an
administrative fee, but was a standard travel agent commission, and that the additional 10%
administrative fee was necessary for the Committee to recoup its costs of providing the travel

services to the media.




B. ANALYSIS

The Committee’s arguments for taking no further action on the remaining violations in this
case are not persuasive. The Commission considered and rejected the Committee’s various
arguments during the audit process. The Committee has provided no additional evidence to support
its contentions.

The Committee’s contentions concerning the staff advance by Mr. Goldman do not vitiate
that violation. The Committee notes that Mr. Goldman paid for the expenses with his credit card,
but was reimbursed within ten to fourteen days, before he received the credit card bill. However,
since the expenses were not related solely to Mr. Goldman's own travel expenses, the transaction
was an in-kind contribution on the date that he incurred the expenses on his credit card.

See 11 C.F.R. § 116.5(b).
Moreover, the fact that the advance was for convention travel expenditures which the

Commission determined were not “qualified campaign expenses,” as that term is defined in the

statute and subject to pro rata repayment has no bearing on whether the advance was a contribution *

It is not inconsistent to consider a staff advance to pay for these non-qualified campaign expenses to
be an in-kind contribution. The definitions of the terms “contribution™ and “qualified campaign
expense” are not the same. Rather, the definition of “contribution” is broader than that of a
“qualified campaign expense.” Compare 2 US.C. § 431(8) with 26 US.C. § 9032(9), and 11 CFR.
§ 100.7 with 11 CF.R. §§9032.9 and 9034.4. For example, contributions can be made after the

date of an election to retire net debts, 11 C.F.R. § 110.1(b)3), but qualified campaign expenses,

The only repayment arising from the audit of the Committee was a pro rata repayment of $10,567 for
non-qualified campaign expenses totaling $74,531 for the attendance of the candidate and committee staff at
the Democratic National Convention




other than winding down costs, cannot be incurred after the candidate’s date of ineligibility. 11

CFR §§9032.9%a) 1), 9034.4(b)3). Clearly, Mr. Goldman intended to benefit the Commitiee and
nflucnce the clection by making the staff advance, 2 U.S.C. § 431(8), and the Committee
reimbursed him. Thus, the staff advance meets the definition of contribution even though Mr.
Goldman paid for non-qualified campaign expenses. Since the enforcement and repayment
processes are scparate, the Commitiee’s repayment of these expenditures is irrelevant to whether
they should be pursued in the enforcement context. See Kennedy for President v. FEC, 734 F 24
1558, 1565 (D.C. Cir. 1984).

In addition, the Committee’s contention that the Commission should not enforce excessive
n-kind contributions in the form of staff advances by Mr. Goldman and three other campaign staff
members because the rules at 11 CF.R. § 116.5 on staff advances are unclear is also unconvincing.
The Commitiee provides no evidence or analysis to support its allegation that the rules are not clear,
other than its own musinterpretation of the regulations.

Simularly, the Commission has previously considered and rejected the Committee’s same
arguments concerning the acceptance of $15,162 in excess press reimbursements in violation of 11
CFR §90346. The Committee has not provided any convincing justification for charging the
press both a 10% administrative fee and a 10% American Express commission fee. indeed, it
appears that American Express, rather than the Committee, performed the administrative tasks
reisted to the travel  American Express’s services included revicwing flight manifests, chartening
Commatice tnps, arranging for ground transportation, lodging, and catering, and providing personnel
on the planes 10 track the press. American Express billed the press and Secret Service directly for

the travel. collected the bills, and applied the remittances to the Committee’s account.




Theeefoee, e Office of General Counsel recormmends thas the Commzssion deny the

Commumee”s reguest © take no further action in this matter.

As the 30-day
perrod of concilation negotiations prior 10 2 finding of probabile cause 10 believe has expured.
thus Office wili move on o the next stage of the enforcement process if this recommendation
is 2pproved.

V. RECOMMENDATIONS

Demy the reguest of The Tsongas Commitiee, Inc. and S. George Kokinos,
as reasyrer. 0 take no further action in thes matter;

Take oo further acion against Armenakis & Armenakis for violation of
ZUSC §8ala)iNA)

Take so frther acthon aganst The Tsongas Comminee. Inc. and S. George
Kohoees, = seasoer, for vidations of 2 US.C. § 44ia(f) related 0
sesposadent Armenaics & Armenalas,

Close the file with respect w respondent Armenakis & Armenakis;
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August 29, 199¢

Armenskes & Armenaks
121 Greene Strect
Therd Floor

New York, NY 10012

RE: MUR41I7s
Armenakss & Armenakse

Dear Mr. Armenalas:

On January 18, 1996, you were notified that the Federal Election Commission
found yeason 10 believe that Armenakis & Armenakis violated 2 U SC._§ 441a(a¥1XA)
by msiing excessive in-kind contributions totaling $13.591 10 The Tsoagas Commitiee,
Inc. On February 27, 1996 you submitted a response to the Commussion”s reason 10
nelxeve fimding.

Afier consadering the circumstances of the matter. the Commussion determined on
Angust 20. 1996 10 take no further action against Armenakis & Armenakis because it
appears that the transaction at issue inxlved a disputed debt rather than an excessive m-
iand comtribution, and thus, that no violation of 2 US.C. § 441a(ai]1 XA) occuved.
Thevefore, he Commission has closed its file as it pertuns to Armenais & Armesalcs
The file will be made public within 30 days after this maier bas been closed with respect
0 sl other respondents invoived.

You axe advised that the confidentiality provisions of 2 US.C. § 437g(a){I12XA)
remann @ cffect with sespect to all respondents still involved in this mamer The
Commmsssacn will notify you when the entire file has been closed.

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

Sincerely,

/{}Z@A 0 Cuily.

Delanie De'Wint Pamter
Anlomey

Crlebratng the Commesion s 0 Ao erun

YESTERDAY, TODAY AND TOMOS RO
DEDICATED TO KEEPING THE PUBLIC INFORMED
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CERTIFIED MAIL
RETURN RECEIFT REQUESTED

Lyn Utrecht Esg.
Oldaker, Ryan, Phillips & Usrechs
$18 Conmecticet Avenme N'W
Suite 1100
Washington, D.C. 20006
RE MUR 4176
The Tsongas Committee, Inc.
and S. George Kokinos, as treasurer

Dear Ms. Utreche

Ou Jansary 18 1996, vou were notified that the Federal Election Commission
found reason o beliewe that vour chemts, The Tsongas Commitiee, Inc. and S. George
Kokinos, as reasurer. wiolsmed 2 USC § 441a(f) and 11 CF.R. § 9034.6. On the same
date, vou were sent 2 comcilamon agreement offered by the Commission in settiement of
this mamer Own February 26 1996 you submunied a request that no further action be taken
in this matter

On Asgus: 20 1996, the Commmssion considered your request to take no further
action m this mater and desermaned o reyect 1 However, the Commission has
detennined to ke no forther action with respect 1o the violation of 2 US.C. § 441a(f)
related to the mansacon mvolving the Armenakis & Armenakis partnership. The
ransaction appears 10 mvolve 2 &spued ocdt rather than an excessive in-kind
contributron: thus, it appears $hat no violabon occurred.

Conciliation negotanoas pnor i 2 findng of probable cause 10 believe are limited to a
maximas of 30 doys Semoe saoee than 30 davs have passed, this Office considers these
negotiations wrmenased and woll sroceed 10 the next stage of the enforcement process

(et gy Tw rsttesa v o N Arweehrygry

VESSEROAy TODAY asD TOMDRBOW
DEDNC ATD W0 a2 5l T PLELIC NFORMED




Lyn Utrecht, Esq
MUR 4176
Page 2

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

Sincerely, .

Qi (9. boizy_

Delanie DeWitt Painter
Altorney




FEDERAL ELECTION COMMISSION

WASHINGTON. D.C. 20463

November 19, 1006

CERTIFIED MAIL RETURN RECEIPT REQUESTED

Lyn Utrecht, Esq.

Oldaker, Ryan, Phillips & Utrecht
818 Connecticut Avenue, N.W.
Suite 1100

Washington, DC 20006
RE: MUR4176

The Tsongas Committee, Inc.
and S. George Kokinos, as treasurer

Dear Ms. Utrecht:

Based on information ascertained in the normal course of carrying out its supervisory
responsibilities, on December 14, 1995 the Federal Election Commission found reason to belicve

that your clients, The Tsongas Committee, Inc. (the “Committee”™) and S. George Kokinos, as
treasurer violaied 2 US.C. § 44ia(f) and 11 CF.R. § 9034.6.

After considering all the evidence available to the Commission, the Office of the General
Counsel is prepared to recommend that the Commission find probable cause to believe that
violations have occurred.

The Commission may or may not approve the General Counsel's recommendations.
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 possibie) 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 =
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.

Celetrating the Commission's 20th Anniversary

YESTERDAY. TODAY AND TOMORROW
DEDSCATED TO KEEPING THE PUBLIC INFORMED




A finding of probable cause 1o 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 Delanie DeWitt Painter, the attorney
assigned to this matter, at (202) 219-3690.

Lawrence M. Noble
General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
The Tsongas Committee, Inc. )
and S. George Kokinos, as Treasurer )
GENERAL COUNSEL'S BRIEF

STATEMENT OF THE CASE

On December 14, 1995, the Commission found reason to believe that The Tsongas
Committee, Inc. (the “Commitiee™) and S. George Kokinos, as treasurer, violated 2 U.S.C.

§ 441a(f) and 11 CF.R. § 9034.6. On February 26, 1996, the Committee responded to the reason
to believe findings and requested that the Commission take no further action in this matter. On
August 20, 1996, the Commission denied the Committee's request to take no further action but
determined to take no further action with respect to the transaction involving the Armenakis &
Armenakis partnership.

The Committee accepted $34,849 in excessive unresolved contributions from individuals
and a law firm partnership in violation of 2 US.C. § 441a(f). In addition, the Committee
accepted excessive in-kind contributions totaling $60,844 in the form of staff advances that were
not exempt personal travel and subsistence expenses reimbursed in a timely manner. 2 U.S.C.

§ 441a(f), 11 C.F.R. § 116.5(b). Therefore, there is probable cause to believe that the Committes
violated 2 U.S.C. § 441a(f).

Moreover, the Committee overcharged the press $15,162 for travel expenses by including
a 20% administrative cost markup to the actual cost of press travel instead of the permissible

10% administrative markup. Therefore, there is probable cause to believe that the Commitiee

violated 11 C.F.R. § 9034.6 by accepting excessive reimbursements from the press.




IL  ANALYSIS

A. EXCESSIVE CONTRIBUTIONS

No person shall make contributions to any candidate or his or her authorized committee,
with respect to any election for federal office, which in the aggregate, exceed $1,000. 2 US.C,

§ 441a(a)(1XA). A contribution includes a gift, loan, advance, deposit of money or anything of

value. 2 US.C. § 431(8)YA)i). No committee shall knowingly accept any contributions in
violation of the contribution limitations. 2 U.S.C. § 441a(f).

Contributions made by a partnership shall not exceed the limitations on contributions in
11 CF.R. §§ 110.1(b), {c)and (d). 11 CF.R. § 110.1(e)2)(ii). A partnership is considered 10 be
a “person” for purposes of the contribution limitations. 2 U.S.C. § 431(11). Contributions
written on partnership accounts shall be attributed to both the partnership and to cach partner in
direct proportion to his or her share of the partnership profits, and shall not exceed the
contribution limitations. 11 CFR. § 110.1(e).

The Committee accepted excessive individual and partnership contributions totaling
$34,849. This amount includes two excessive contributions totaling $1,100 from an undisclosed
Committee bank account in Texas; 12 contributions totaling $2,830 that had not been propely
refunded; and $9,419 projected from a sample review of excessive contributions.! Moreover, the

total includes $21,500 in excessive partnership contributions, arising from 25 checks totaling

The Commission notified the Commitice by letter dated June 2, 1992, that it would use a sampling
technique to determine the amount of prohibited and excessive contributions received by the Commitiee. See
Letter from Commissioner Aikens to Committee, June 2, 1992. The Commission’s letter notified the
Committee that it would not recognize untimely refunds, redesignations or reattributions made more than 60
days following the candidste's date of ineligibility or afier the date of receipt of the letter, and that all
unresolved prohibited or excessive contributions should be paid 1o the United States Treasury.




$22,500 drawn on & partnership account of the law firm of Foley, Hoag & Eliot (“Foley™). See
11 CFR. §110.1(e).

The Committee contends that the Foley partnership contributions represented 20% of the
individual partners’ annual profit distribution, which was held back and distributed at the end of

partnership’s contribution limitation, but only against the contribution limitations of the
individual partners, and that the Committee’s receipt of the contributions did not violate 2 US.C.
§ 441a(f). The Committce further asserts that the contributions were analogous to contributions
from corporate non-repayable drawing accounts. However, the Committee does not contest the
excessive individual contributions discovered through review of the Texas account, receipts
database, and sample pool.

The Committee’s arguments concerning the excessive partnership contributions are not
persuasive. Contributions made by a partnership check are attributable to both the partnership
and the designated individual partners. 11 CFR. § 110.1(¢); see Explanation and Justification
for 11 CF.R. § 110.1(e), 52 Fed Reg. 764-765 (January 9, 1987); see aiso Advisory Opinions
(“AO™) 1981-50, 1982-13, 1990-3, and 1992-17. Based on the information provided by the
Committee and the partnership, it does not appear that the partnership funds used for the
contributions were in the possession of the individual partners or available for their use before
the end of the fiscal year or that the funds were segregated from other partnership funds.

Moreover, the Committee's analogy to individual contributions from corporate non-
repayable drawing accounts is not apt. See 11 CF.R. § 102.6(c)3). A corporate non-repayable
drawing account is an account specifically established to permit corporate employees “personal

draws against salary, profits or commissions.” AO 1980-6; Commission’s Notice on Corporate




Contributions [Transfer Binder] Federal Election Campeign Financing Guide (OCH) § 9064
(Federal Election Commission, Aug. 28, 1978). Conversely, the Foley partacrship profits were
umﬂhddhmdm“u'-‘*'ﬁ

personal withdrawals against the account. Therefore, there is probable canse 10 belicve that the
Committee violated 2 U S.C. § 441a(f) by accepting $34,849 in wresolved excessive individual
and partnership contributions.

B. STAFF ADVANCES

Payments made by an individual, including advances by a committee staff person, from
his or her personal funds, including a personal credit card, for goods, services, or other
expenditures made on behalf of a candidate or political commitice are in-kind contributions
subject to the contribution limitations of 2 US.C. § #lafa)IXA) 2USC §OIBNAL
11 CFR. § 116.5; see Explanation and Justification of 11 CFR. § 116.5(b), 55 Fed Reg. 26382
(June 27, 1989). Advances by committee staff or other individuals w pay for goods or services
provided to a committee are in-kind contributions unless the payment is for the individual"s own
campaign-related transportation and subsistence costs and the individual is reimbursed within 60
days after the closing date of the billing statement for payments made by credit card or within 30
days after the expenses were incurred for other forms of payment. 11 CFR_ § 116.5(b)
advances were outstanding for a period of 1 1o 236 days. The smount of the ==f¥ sdvancrs
includes $32,658 in advances charged to campaign official David Goldman’s personal credit card
between July 13-17, 1992 and reimbursed on July 27, 1992. Mr. Goldman paid for the travel and
subsistence expenses of a number of individuals who attended the Democratic National

Convention. In addition, Bob Krueger advanced $15,892 to the Commitice 1o pay campaign




expenses related w0 the Committee’s Texas office” Although the dates whea Mr. Krueger

incurred these expenses are not clear, the Commuifice rexmbursed him m full on February 27,
1992. Finally, Dennis Newman made advances of $11,165 and Andy Paven aaade advances
wtaling $2.125 for travel and subsistence expenses that were cither not reimbursed in 2 tmely
manner or were related to other individuals. Mr. Newman's advances remamed cutstanding from
S days to | | months, and Mr. Paven's advances were outstanding from | day 1o S months’

The Committee asserts that the staff advances were refunded promptly when the staff
submitied receipts, and that it was impossibie for the Comymitiee %o refund expenses that were not
submitied properly. The Committee argues that it shouid be allowed 1o resmbuarse expenses
within a reasonable period after receiving documentation for the expenses becamse
reimbursement without documentation could lead o viclations of the documensation

reguirements of 11 C.FR. § 9033.11(b). The Commitice further asserts that reimbursemnent of

excessive contributions. See 11 CF.R. § 103.3. In addition, the Commitice contends that the
rules st 11 CFR § 116.5 on staff advances are unclear

Moreover, the Committee contends that David Goldman's credit card charge of $32,658
for staff travel expenses related w the Democratic National Coavention was resmbursed before
he received or paid for his credit card invoice. The Commitiee argues that since the Commission
determined that expenses related o the Commitiee’s atiendance at the convention were non-

qualified campaign expenses incurred after the candidate’s date of melipbaiity, #t is mconsistent

-
<

The Commissioe deducted $1,000 from this amount w0 accoust for Mr Kreeger”s smesed contribution
—

}

The Commission allowed both Mr. Newman sad Mr Paven the $1.000 gxwel coempion. 11 CFR
§ 100.70b)3).




for the Commession W0 conssder these charges 10 be n-kind contnbutons. Ser Faal Amdis
Report on The Tsongas Commitiee, Inc. (approved December 16, 1994). Citing 11 CFR
$§ 90329 and 101 Tak 1), the Commutice contends that because the Commussion dearmmmed

that the expenses were 2oo-gualificd and not made in connection with the campaign for

nomination, the peyment of the cxpenses cannot be an in-kind contnbution made for e purpese
of mfluencing an ciecton. Thus, the Commuttee asserts that the expenditures cannot be
coasidered both aa m-iomd comtnbubon and 2 nos-qualified campaign cxpense  In addines, Se
Commutice asserts that Mr Goldman asked the Commission’s Audit staff whether he coulid muke
the charges and was told that be could do so.

The Commutier mesmterprets the regulatons on staff advances An sdvance = sz o-omd
contnbution if it s mcarred for a0y campeign-related expense other than for s mSvaduai™s cwn
wansportation or subsistence expenses. 2 US.C. § 431(8XA) 11 CFR § 11650} Evenifm
advance 1s for an mdrvxdual's own Tavel cxpenses, it will sull be an n-kind contributon e
expenses are not rexmbursed tmely pursusnt 0 § 116.5(b). A staff advance in cxcess of the
contribution bmtations, whach is not for exempt travel and subsistence reinsbursed m 2 Smaely
manner under 11 CFR_ § 116 5(b), is an excessive in-kind contnbution on the date hat it is
incarred. 11 CFR § 1165 Thus if an advance was not for an individualy™ ows savel
expenses, it is irelcvant whether the Committee rumbursed the individual or when the saff
person submitied the receipes  the Communee  Moreover, the Communies mmst seumibures sl
advances related © an mdvadaal s Tavel and subsistence expenses withm the tme irumtons
delineated at section 1 16 5(b) or the advances will be in-kuind coninbutions, segandless of when
the staff person subsmits » resmbursement reguest. Staff advances, [ike other excesmive i kind

contributions, cannot be refunded under section 103 3. The Commutiee prowides ao evidemce ar




Sevmserprezion X he wgulatons

The Commmtes s cmtennons somcsueg Se sa® atvance v My Goldman do not
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$3E2,058 The maxomum amount beilable 1o e pross was $366 96 Thus, e Conmimer

coliected $15.162 m excessive charges fom the press.

The Commanee contends that 2 dd ot accept smmbursements Som e press = cwcess.

of 110% of ns actual cosss for ransportation and services because 10% of dhe 20% Assemcan
Express markup was for the actual costs of the tavel services. The Comnuttee ssseres thae the
1™ Amercar Express commission a3s aot an admumstratrve fee. but was a2 ssamdord wawed
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Satificaion for 11 CF R § 99346, 52 Fed Reg 20070 (June 3, 1987). The billsbie cost is
| 1% of the pro »azc share per passenger based on the wtal sumber of passeagers an the plane.
i indesd 7t sppears that Amencan Express, rather than the Commutice, performed off of e
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the remmances © the Commitiee’s account. Since it does not appear that the Commuttes
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ar additional 10% admmerstive foe

Thersiore theme n prodable cause 10 beleve that that the Commttee wolmed

11 CFR § 9054.€ by accepting $15,162 ia excessive reambursements from the press.




L Find probsble cause 10 believe that the Tsongas Committee Inc. and §. George
Kokinos, s weaswer, violsled 2 U S.C. § 441a(f) by accepting excessive contributions from
individuals snd 2 parmersiup, and excessive in-kind contributions in the form of staff advances; and

2 Find probable cause 1 believe that the Tsongas Committee Inc. and S. George
Kokinos, as treasarer, viokated 11 CF.R. § 9034.6 by accepting excessive reimbursements
from the peess.
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A NEYS AT LAW
819 CONNECTICUT AVENUE, N.W,
SUITZ 1100
WASHINGTON, D.C. 200086

e ey e .
(AN, PHiLLIiPs &8 TRECHTS

1202) 7281010
FACSIMILE (202 728-4044

November 27, 1996

Delanie DeWitt Painter, Esq.
Office of the General Counsel
Federal Flection Commission
999 E Street, N.W.
Washington, D.C. 20463

RE: MURs 3585, 4176

The Tsongas Commitiee, Inc. and
S. George Kokinos, as treasurer

Dear Ms. Painter:

On behalf of the Tsongas Commitiee, Inc., and S. George Kokinos, as treasurer,
this letter is to request an extension of time until January 15, 1997, in which to respoad 1o
the General Counsel’s briefs in the above-referenced matters.

This extension is necessary for counsel to adequately prepare comprehensive legal
and factual responses 10 General Counsel’s briefs. In addition, counsel is working with
short staff due to the holiday scason, has a substantial backioad of other assignments and
already set vacation plans of three weeks during this period.

In light of these circumstances, we request an exiension until January 15, 1997, in
which to respond to these matters. | would greatly appreciate your assistance in granting
this request.

Should you have any questions, please contact me. Thank you.

Respectfully yours,
Lo Utneste

Lyn Utrecht




FEDERAL ELECTION COMMISSION

WASHINGTON DO Mas !

December 5, 1996

BY FACSIMILE TRANSMISSION AND CERTIFIED MAIL

Lyn Utrecht, Esq.
Oldaker, Ryan, Phillips & Utrecht
818 Connecticut Avenue, N.W.
Suite 1100
Washington, D.C. 20006 )
RE: MURs 3585 and'@i26

The Tsongas Committee, Inc.

and S. George Kokinos, as treasurer
Dear Ms. Utrecht:

This is in response 1o your letter dated November 27, 1996 requesting an extension of
time until January 15, 1997 for your clients, the Tsongas Committee, Inc. and S. George
Kokinos, as treasurer (the “Committee”) to respond to the General Counsel's probable cause
briefs in MURs 3585 and 4176. You state that the extension of time is necessary because of staff

constraints, vacation plans and “a substantial backload of other assignments.”
Considering the Federal Election Commission's responsibilities to act expeditiously in the
conduct of investigations, the Office of the General Counsel cannot grant your full request, but

can only agree to a 20 day extension. Accordingly, the response briefs are due by close of
business on December 26, 1996.

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

.

Sincerely,

- . 3 J—
&JQ’/&’\CU d_ ( § QU L«(X_,f
Delanie DeWitt Painter
Attorney




OLoA‘Ki:n. Ryan, PHILLIPS & UTRECHT

ATTORNEYS AT LAW

818 CONNECTICUT AVENUE, N.W.
SUITE 1100
WASHMINGTON, D.C. 20006

i202) 728-1010
FACSIMILE 1202) 728-404a

December 11, 1996

Delanie DeWitt Painter, Esq.
Office of the General Counsel
Federal Election Commussion
999 E Street. N.'W
Washington. D.C. 20463

MURs 3585 and 3808 ¢
The Tsongas Committee, Inc.
and S. George Kokinos, as treasurer

Dear Ms. Painter

Yesterday we received your letter denying our reguest for an extension of time
until January 15, 1997, to respond to the General Counsel’s probable cause briefs in the
above-referenced matters. When the Commission chooses o come forward on such
matters during a period of time when there is enormous clean-up on the presidential
election campaign and other outstanding enforcement actions pending before the
Commussion. we believe that it is grossly unfair for you not to grant us a reasonable
amount of time to respond to this matter.

the two staff people that | rely pnmarily on to assist me in these
matters are law students who will be out of the office during this period due to final
exams. Moreover. this is the holiday season when my clients and myself have family
obligations and other preset vacation plans

The only reason you give for denying this request is that the Commission has a
duty to act expeditiously in the conduct of investigations. However, we fail 10 see this as
a valid reason for denying our request since the circumstances surrounding these matters




occurred more than four years ago and arose out of the Final Audit Report, issued on
December 28, 1994, Furthermore, if you are willing to grant an extension until
December 26, 1996, it is difficult to see how an extension until January 15, 1996, will
prejudice the Commission which will be out on recess and unable to sign off on any
actions pertaining to this matter during a substantial portion of this time.

If you are unable to grant this extension, then we request that you bring this
matter to the Commission’s attention for consideration

Sincerely,

7

A ,:’,gz;_-“.'/,.

L/
Lyn Utrecht




FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463
December 12, 1996

BY FACSIMILE TRANSMISSION AND CERTIFIED MAIL

Lyn Utrecht, Esq.
Oldaker, Ryan, Phillips & Utrecht
818 Connecticut Avenue, N.W.
Suite 1100
Washington, D.C. 20006
RE: MURs 3585 and 4176

The Tsongas Committee, Inc.

and S. George Kokinos, as treasurer
Dear Ms. Utrecht:

This is in response to your letter dated December 11, 1996 requesting that the Office of the
General Counsel reconsider your request for an extension of time until January 15, 1997 for your
clients, the Tsongas Committee, Inc. (the “Committee™) and S. George Kokinos, as treasurer to
respond to the General Counsel’s probable cause briefs in MURs 3585 and 4176. This Office
previously granted you a 20-day extension of time until December 26, 1996. The 20-day extension
of time this Office granted to you was reasonable and consistent with other matters. Moreover, the
limited amount of information you initially provided did not justify a longer extension of time.

In your December 11, 1996 letter you provide additional information to support your
extension of time request. Based on this additional information concerning your other pending
enforcement cases before the Commission that have responses due during the month of December,

the Office of the General Counsel has granted your extension of time request. Accordingly, the
response briefs are due by close of business on January 15, 1997.

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

l.
g I

Delanie DeWitt Painter
Attorney




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 4176
I'he Tsongas Commuttee, Inc
and George Kokinos, as Treasurer

RESPONSE OF THE TSONGAS COMMITTEE, INC.
AND GEORGE S. KOKINOS, AS TREASURER, TO
GENERAL COUNSEL’S BRIEF RECOMMENDING PROBABLE CAUSE

The Tsongas Committee, Inc. (“the Committee™), and George Kokinos, as
T'reasurer, hereby submut this response to the probable cause to believe recommendation mn
the afore-mentioned matter served on the Committee on November 19, 1996. On January
18, 1996, the Federal Election Commission (“FEC™ or “the Commission™) found reason to
believe that the Committee accepted excessive contnbutions from the firm of Armenakis

& Armenakis On August 29, 1996, the Commussion decided the transaction involved 2

disputed debt, rather than an excessive contribution and decided to take no further action

with this issue. We renew our earlier requests that the Commission take no further action

in the remaining matters

Unresolved Individual and Partnership Contnibutions
The General Counsel is recommending probable cause to believe that the
Committee accepted excessive contributions from a partnership account of a law firm,

Foley. Hoag and Eliot. The Commuttee reasserts its previous arguments that contributions




from the law firm partners represented funds within the exclusive control of the individual
partners. Even though twenty percent of the funds were held by the Firm until the end of
the year, these funds constituted the personal funds of the individuals, and thus, use of
these funds by an individual prior to the end of the year did not violate 2 U.S.C. § 441a(f)

The fact that separate checks were drawn for each partner’s contribution further supports
that the funds used to make contributions were under the exclusive control of the partner

Accordingly, the Committee submits that the contributions in question were not
contributions “by a partnership” within the meaning of 11 CFR. § 110.i(e). and no

further action i1s warranted

Staff Advances

The General Counsel 1s recommending probable cause to believe that campaign
official David Goldman's charges on his American Express card for travel related to the
Democratic Convention was an in-kind contribution accepted by the Committee. In the

General Counsel’s brief, the General Counsel determined that Mr. Goldman intended to

benefit the Committee and influence the election by incurring the charges reimbursed by

the Committee. The General Counsel 1s making totally inconsistent arguments with regard
to the payment of convention expenses

Using the Commussion’s analysis from the Report of the Audit Division on
November 18, 1994, the charges incurred by Mr Goldman should be treated as non-
qualified campaign expenses. Since these charges were for travel and subsistence at the

convention, a non-qualified campaign expense, Mr. Goldman's charges should not be




subject to the contribution limits imposed on a Committee. Because convention related
expenses are non-qualified, Federal election law imposes no restrictions on who can pay
for these expenses. It is inconsistent to find Mr. Goldman's charges an in-kind
contribution when the Commission previously determined that the Committee could not
pay for these expenses

I'he General Counsel further states that it is still permissible to treat these credit

card charges as a contribution under § 116.5 even if it was for non-qualified campaign

expenses. The General Counsel explains that a contribution as defined in 11 CFR §
100.7(a) 1) is much broader than a “qualified campaign expense™ as definedin 11 CFR. §
9032 9 and 9034 4 Other than winding down costs, a qualified campaign expense cannot
be incurred after an election even though contributions may be accepted after the
candidate’s date of meligibility. Despite this distinction, the FEC previously resolved that
charges for convention expenses are non-qualified, and thus, the payment of these
expenses could not result in an in-kind contnbution. It is manifestly unfair to say that
neither the campaign nor an individual may pay these expenses. The Commission must
decide whether convention-related expenses, after a candidate is ineligible for office are
qualified campaign expenses or not. The charges should either result in a qualified
campaign expense that is subject to reimbursement or a non-qualified campaign expense
that is not subject to limitations on reimbursement. By analogy, delegates to a convention
are permitted to raise funds--without applicable contnbution limits--to defray convention

expenses. To say that a presidential campaign cannot pay for its former candidate and




staff to attend, and then to penalize an individual for paying those expenses makes no

Sense

Additionally, the General Counsel’s office refuses to acknowledge that prior to the

transaction, Mr. Goldman specifically asked the Audit staff whether such credit card
charges were permissible

Thus, no further action is warranted

Press and U S _Secret Service Billings

The General Counsel argues the 10% commussion mark-up by Amenican Express
(“Amex™) for the cost of travel precludes the Committee from adding a 10%
administrative markup to the cost of travel, as allowed by 11 CFR. § 9034 6(b). The
Commussion alleges that the Commuttee overcharged for the traveling services and
collected excess fees in the sum of $15,162 from the press and $4, 471 from the Secret
Service. As stated in our February 26, 1996 response, like any travel agent, Amex charges
a commussion for the services of providing its travelers with tickets and chartering planes
For example, when Amex books a flight for $500 per person, they build 2 commission into
the price. These services could not be secured without the inclusion of this commission.
Amex’s 10% markup is a standard charge by the travel industry, and this 10% fee is solely
for the benefit of the travel agent. The 10% commission charged by Amex does not
defray the Commuttee’s administrative costs and does not cover the 10% admunistrative
costs covered in 11 CFR § 90346 By preventing the Committee from charging an

administrative fee (subject to the resmbursement limit), the Audit staff fails to permit the




Committee to recoup its actual costs of providing these services to the media 52 Fed

Reg 20871 (June 3, 1987). The 10% Amex mark-up should be considered part of the

actual travel costs and should not prevent the Committee from charging a 10%

administrative fee

Conclusion
The Committee does not dispute that it mustakenly accepted excessive

contributions amounting to $13.349

Respectfully subnutted,

Gary C Crossen LW

Gregory T. Moffan Oldaker, Ryan, Phillips & Utrecht
Foley, Hoag, & Ehot 818 Connecticut Ave N'W

One Post Office Square Suite 1100

Boston, MA 02109 Washington D C




BEFORE THE FEDERAL ELECTION COMMISSION >~ CRETARMT
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in the Mauter of

Foley, Hoag & Eliot MUR 4176

GENERAL COUNSEL'S REPORT m

BACKGROUND

On December 14, 1995, the Commussion found reason to believe that the law firm of
Foley, Hoag & Eliot (“Foley™) violated 2 US.C_ § 441a(aX1XA). The Commission entered into
conciliation with Foley prior 10 a finding of probable cause to believe and approved a

conciliation agreement




. RECOMMENDATIONS

L Accept the attached conciliation agreement with Foley, Hoag &

Eliot;
y 2 Close the file as to this respondent; and
3 Approve the appropriate letter
/
., : ‘, F ///'4
ot 2 /S
& . T — 4’ o
L AE 4
Date Lawrence M. Noble
T General Counse!
=,

1. Conciliation Agreement, letter and civil penalty check

Staff assigned Delanie DeWitt Painter




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Foley, Hoag & Eliot.

CERTIFICATION

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

Commission, do hereby certify that on January 22, 1997, the

Commission decided by a vote of 5-0 to take the following
actions in MOR 4176:
R Accept the conciliation agreement with Foley,
Hoag & Eliot, as recommended in the General
Counsel's Report dated January 16, 1997.
Close the file as to this respondent.
Approve the =appropriate letter, as
recommended in the General Counsel's Report
dated January 16, 1997.
Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas ted affirmatively for the decision.

Attest:

Received in the Secretariat: Thurs., Jan. 16, 1997 1:59 p.m.
Circulated to the Commission: Thurs., Jan. 16, 1997 4:00 p.=.
Deadline for wote: Wed., Jan. 22, 1997 4:00 p.=m.

-
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-
-
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FEDERAL ELECTION COMAISSION

- aSevral TOM DO e

Jemnary 31, 1987
CERTIFIED MAIL RETURN RECEIPT REQUESTED

Gregory T. Moffant, Esq.
Foley, Hoag & Eliot
One Post Office Square
Boston, MA 0210%-2170
RE: MUR4I

On January 23, 1997, the Federal Electon Commessaon accoepeed the signed conciliation
agreement and civil penalty submmted oo bebalf of Foley. Hosg & Flhot in sestflement of 2
violation of 2 US.C. § M4Ta(a)(I1XA) 2 provisicn of e Foderal Electon Campaign Act of 1971,
as amended Accordingly. the file bas been closed m s mamer as 2 pertains %0 Foley, Hoag &
Elot

Thas matter wiil become publsc withm 30 davs afier @ has been closed wirh respect 10 all
other respondents mvoived.  Informanon deved m conpecton with any coaciliation afiempt will
not become publbic without the writtien consent of the respondess sod e Cosmminson Soe
2USC § $37g(aX4XB). The enciosed contiiation agrecment. however, willl become a part of
the public record.

You are advised that the confidentiality provessons of 2 US.C. § 37gfa)(120(A) still
zpply with respect 0 all respondents sull mvolved = Sus mumer  The Commmission will notify
you when the eatire file has been closed

Enclosed you will find 2 copy of the fully csecuted conciiation agreement for your files.
If you have any questions, please contact me a2 (200) 219-3650

Koy @ falor

Deizmpe Dem Pamser
Ancroes




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Foley, Hoag, and Eliot MUR 4176

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 reason to believe that Foley, Hoag and Eliot (“Respondent™) violated 2 US.C.
§ 441a(a)(1)A).

NOW THEREFORE, the Commission and the Respondent, having participated in informal

methods of conciliation. prior to a finding of probable cause o belicve, do hercby agree as follows:

L The Commission has jurisdiction over the Respondent and the subject matter of this
proceeding, and this agreement has the effect of an agreement entered pursuant to 2 U.S.C.
§ 437g(aN4XAX).

IL Respondent had a reasonable opportunity to demonstrate that no action should be taken

in this matter.
I Respondent enters voluntarily into this agreement with the Commission.
v. The pertinent facts in this matter are as follows:
1. Paul E. Tsongas was a candidate for the nomination of the Democratic Party for the
office of President of the United States for the election held in November 1992. The Tsongas

Committee, Inc. (the “Committee™) was the authorized committee of Mr. Tsongas (the




2

“Candidate™) and, as such, was authorized to receive contributions on behalf of
Mr. Tsongas.

2. S. George Kokinos was the treasurer of the Committee.

3. Pursuant to 2 U.S.C. § 441a(a)(1)(A), it is unlawful for a person 10 make
contributions 10 any candidate and his authorized political committees with respect to any
election for federal office which, in the aggregate, exceed $1,000.

4. Pursuant to 2 U.S.C. § 431(11), a partnership is a “person.” Additionally,
contributions written on partnership accounts are attributed to both the partnership and each
partner in direct proportion to his or her share of the partnership profits, and shall not exceed
contribution limitations. 11 C.F.R. § 110.1(e).

5. In its review of the Committee's receipts, the Commission found that the

Respondent, a law firm partnership, made 25 contributions to the Committee totaling $22,500.

Thus, the Respondent exceeded its contribution limitation by $21,500 pursuant to 2 US.C.
§ 441a(a)(1XA).
6. Respondent contends that:

a. The contribution checks drawn on the Foley, Hoag & Eliot account were given
to the Committee at the direction of individual partners of the firm who chose to make
contributions.

b. The contributions were deducted from each partner’s individual net income
distribution. The law firm distributes only eighty percent of the profits eamed by the equity
partners during the fiscal year. The remaining twenty percent is held back and distributed at
the end of the fiscal year. Thus, the firm held funds allocable to each equity partner from
which specific political contributions were made. One semi-retired partner, who was paid one
hundred percent of his fixed compensation monthly, contributed $500 which was deducted

from a year end bonus.




V. Respondent violated 2 U.S.C. § 441a(a)(1)(A) by contributing $21,500 in excessive
contributions to the Committee.
VL Respondent contends that the violation was not knowing and willful,
VIL Respondent will pay a civil penalty to the Federal Election Commission in the amount
of $8,800 pursuant to 2 U.S.C. § 437g(a)(5XA).

VIIL The Commission, on request of anyone filing a complaint under 2 U.S.C. § 437g(a)1)
concerning the matters at issue herein, or on its own motion, may review compliance with this
agreement. [f the Commission believes that this agreement or any requirement thereof has been
violated, it may institute a civil action for relief in the United States District Court for the District of
Columbia.

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. Respondent 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 COMMISSION:

{ A awrence M. Noble
General Counsel
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OLpaWE R, RYAN, PHILLIPS &.Tntcu‘r
ATTORNEYS AT LAW

818 CONNECTICUT AVENUE, N W,
SUITE 1100
WASHINGTON, D.C. 200086

(2C2) 788-1010
FACSIMILE (202) TR28-4044

January 30, 1997

Lee Ann Elliott

Chairman

Federal Elections Commission
Washington, DC 20463

MUR 3585

MUR 4176

The Tsongas Committee, Inc.
and S. George Kokinos, as

treasurer
Dear Ms. Elliott

I am writing on behalf of the Tsongas Committee. Inc (“the Committee™) and S
George Kokinos, as treasurer

The Federal Election Commission (“the Commission”) currently has two pending
MURs pertaining to the Tsongas Committee. The Commuttee responded to the General
Counsel’'s recommendation for probable cause under MUR 3585 and MUR 4176 on
Wednesday, January 15, 1997. As you know, on Saturday, January 18, 1997, Senator
Paul Tsongas passed away. Due to his unfortunate death, we request that the Commission
take no further action in these matters

If you have any further questions, please contact me
Sincerely,

e =

Lyn Utrecht




RECEIvED
FEDERAL ELECTION

BEFORE THE FEDERAL ELECTION COMMISSIORPZRU2S10N

Fen 26 1] 35 oy 'g

in the Matter of

Nicholas A. Rizzo, Jr., MUR 3585 smsr"vt
MUR 4176

the Tsongas Committee, Inc.
and George Kokinos, as Treasurer

GENERAL COUNSEL’S REPORT

INTRODUCTION

The Tsongas Committee, Inc. (the “Committee™), and S. George Kokinos, as treasurer,
are respondents in two open enforcement matters, Matter Under Review (“MUR™) 3585 and
MUR 4176. The Office of General Counsel recommends that the Commission take no further
action against the Committee and close the file in MUR 3585 and MUR 4176. Moreover, with
respect to the only other remaining respondent in MUR 3585, this Office recommends that the
Commission find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and willfully
violated 2 U.S.C. §§ 432(a), 432(b)X(1) and (3), 432(h), 441a(a)(1)XA), 441a(f), 441b, and
11 C.FR §§ 110.%a), 114.2(c), and 116.5(b), but take no further action and close the file.
iL THE TSONGAS COMMITTEE, INC,

A. BACKGROUND

On November 29, 1994, the Commission found reason to believe that the Committee
violated 2 U.S.C. §§ 432(h)(1), 441a(f), and 441b(a) in MUR 3585." On January 27, 1995, the
Committee responded to the Commission's reason to believe findings and requested that the

Commission take no further action. On July 18, 1995, the Commission denied the Committee’s

' Throughout this report, the “Act™ and the “FECA” refer to the Federal Election Campaign Act of 1971, as

amended, 2 US.C. §§ 431-55.




request to take no further action with respect to the Committee. On the same date, the

Commission further found reason to believe that the Committee violated 2 U.S.C. §§ 441a(f) and

434(b). On September 5, 1995, the Committee responded to these reason to believe findings.
On November 19, 1996, this Office sent a General Counsel’s Brief to the Committee
recommending that the Commission find probable cause to believe that the violations occurred in
MUR 3585. The Committee responded to the Brief on January 15, 1997. Attachment 1.

In a separate matter involving the Committee, MUR 4176, the Commission found reason
to believe on December 14, 1995 that the Committee violated 2 US.C. § 441a(f) and 11 CFR
§ 9034.6. On February 26, 1996, the Committee responded to the reason to believe findings and
requested that the Commission take no further action in that matter. On August 20, 1996, the
Commission denied the Committee's request to take no further action but determined to take no
further action with respect to one partnership transaction. On November 19, 1996, this Office
sent a General Counsel's Brief to the Committee recommending that the Commission find
probable cause to believe that the violations occurred in MUR 4176. The Committee responded
to the Brief on January 15, 1997. Attachment 2.

On January 18, 1997, the candidate, Senator Paul E. Tsongas, died after a long iliness.
By letter dated January 30, 1997, counsel for the Committee requested that the Commission take
no further action against the Committee in MUR 3585 and MUR 4176. Attachment 3.

The Committee’s violations in MUR 3585 are inextricably linked with the viclations by

its agent, Nicholas Rizzo Jr., the Committee’s chief fundraiser.” Mr. Rizzo was the Committee’s

-
T Section I of this report discusses Mr. Rizzo’s violations and this Office’s recommendations with respect
to him




agent with actual and apparent authority to accept contributions, make expenditures, and conduct

diverse financial transactions.

The Committee accepted excessive contributions in violation of 2 U.S.C. § 441a(f) when

Mr. Rizzo, acting as the Committee’s chief fundraiser, solicited loans totaling $794,000 from
eight individuals to the Committee that exceeded the individual contribution limitations. In
addition, Mr. Rizzo accepted and deposited into a Committee account at the Andover Bank (the
“Andover account™) excessive contributions from 42 contributors totaling $29,314. Moreover,
the Committee accepted excessive contributions from Mr. Rizzo totaling at least $122,100.

Mr. Rizzo advanced money and used his credit card to pay for certain Committee expenditures
that were not related to his personal travel and subsistence. Mr. Rizzo also repaid three of the
individual lenders $65,000 of the loans they had made to the Committee. Since the loans were
contributions to the Committee, Mr. Rizzo’s payments constituted excessive contributions 1o the
Committee.

In addition, the Committee accepted prohibited contributions in violation of 2 U.S.C.

§ 441b(a). The Committee’s chief fundraiser accepted and deposited corporate contributions
totaling $3,571 into the Andover account.

The Andover account was a Committee account. Mr. Rizzo, an agent of the Committee,
opened the Andover account in March 155i. Moreover, other Committee officials were aware of
the Andover account by late January 1992, at the latest. Contributions to the Committee were
deposited into the Andover account and campaign expenditures were made from the account.
Yet, the Committee failed to designate the Andover account as a campaign depository in
violation of 2 U.S.C. § 432(h)(1). As a resalt of the Committee’s failure to properly report

transactions related to the Andover account, it understated its 1991 receipts by $705,779 and its
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disbursements by $860,917, and overstated its ending cash by $155,138 in violation of 2 US.C.

§ 434(b).
In MUR 4176, the Committee accepied $34,849 in excessive unresolved contributions

from individuals and a law firm partnership in violation of 2 U S.C. § 441a(f). In addition, the

Committee accepted excessive in-kind contributions totaling $60,844 in the form of staff

advances that were not exempt personal travel and subsistence expenses reimbursed in a timely

manner. 2 U.S.C. § 441a(f); 11 C.F.R. § 116.5(b). Moreover, the Committee overcharged the

press $15,162 for travel expenses by including a 20% administrative cost markup 1o the actual

cost of press travel instead of the permissible 10% administrative markup. Thus, the Committee

violated 11 C.F.R. § 9034.6 by accepting excessive reimbursements from the press.

PROPOSED ACTION

B.

This Office recommends that the Commission take no further action against the

Committee in MUR 3585 and MUR 4176. This Office maintains that our legal analysis as

expressed in the General Counsel’s Briefs is correct.”

Nevertheless, several factors support the conclusion that the Commission

should exercise its prosecutorial discretion and take no further action against the Committee in

|

The factual summary and legal analyses set forth in the General Counsel’s Briefs i these matters are
incorporated by reference
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esseasial facts or this Office”’s legal analysis of the violations in this matter. ' indeed, Mr. Rizzo

gemxral’y admens b=y culpsheliny for the violations.

The facts establishing Mr. Rizzo’s violations and the consistent patiern of his knowing
md willful comduct ave dhear from the testimony of numerous witnesses and the voluminous
documentary cvsdence m Sus case | Mr. Rizzo’s deposition testimony alone establishes a
sufficeent factual basis for most of bus violations. Mr. Rizzo worked as the Committee’s chief
fandestser between Masch 1991 and the spring of 1992, He had previously worked as a
fumdraser for smmseyous federal campasgns and was well aware of the limitations, prohibitions
and reportmg regarements of the At

M Rizzo knowingly and willfully violated 2 US.C. § 441a(f) and 11 CFR. § 110.9(a)
by solcmng and accepting comtributions in the form of loans from eight individuals which
exceeded the imdividesl contribution Emitation by a total of $791,750.'2 The lenders intended to
bemefit She Commmtter not Mir. Rizzo, wath thewr contnbubions.  Although Mr. Rizzo was an

Emttion for mdividuals s $1.000, 2 USC. § 441a(a)(1)A), he solicited and accepted

- W moorporte by scfierence the Generad Counsel’s Brief dated August 16, 1996, which sets out the facts in

S mamer and Sas OfEce s logal amaives.

The mowng and williad samere of Mr Rizzo's violations 1s supported by his guilty plea on criminal
charges rsag Pom e same acowey. Wiiile e wstimony of some witnesses in this case differed as to minor
=stmosy a2d Sar of efher witnesses e more reievant 10 detasks and the culpability of other respondents than they
e MWy Roze's vlasoms
Z Betwem Mach 1997 and Febrmry 1992 Mr Rizzo solicited loans o the Committee totaling $794,000
Tom hese cght advelal sciedng $514.000 © checks made payable to the Committee and deposited into the
Aadrwer accouns wnd $2¥0.500 = checks muended by the jenders to benefit the Committez, but made payable to
Mr Roz or bs compans, Besca, Inc




contributions as large as $250,000, 250 times the individual contribution limitation. Mr. Rizzo
also accepted and deposited into the Andover account excessive contribution checks from 42

individuals totaling $29,314. In addition, Mr. Rizzo knowingly and willfuily violated 2 U S.C.
§ 441b(a) and 11 CFR. § 114.2(c) by accepting $3,571 in prohibited corporate contributions.

Moreover, Mr. Rizzo failed to forward to the Commitiee treasurer $280,000 in

contributions from several lenders made payable 10 him or his company. Instead, he deposited

these contributions into his personal and company bank accounts. Further, Mr. Rizzo knowingly
and willfuily failed to forward contributor information and other recordkeeping information on
any of the contributions deposited into the Andover account or his personal and company
accounts to the Committee treasurer in violation of 2 US.C. § 432(bX1)

Although Mr. Rizzo opened the Andover account in the Commitiee’s name, he never
took any steps to have it designated as a Committee account. He knowingly and willfully made
disbursements from this undesignated Committee account in violation of 2 US.C. § 432(h).
Further, Mr. Rizzo knowingly and wilifully commingled Committee funds with his personal
funds in violation of 2 U.S.C. § 432(b)3). He used Commitiee funds to repay loans and
gambling debts and to pay for personal expenditures. Since Mr. Rizzo was not authorized to0
make disbursements from Committee funds for his personal expenses, he knowingly and
willfully disbursed Covamitice funds without the treasurer’s authorization in violation of
2USC. §432(a)

In addition, Mr. Rizzo knowingly and willfully violated 2 U S.C. § 441a(a)(1)A) and
11 CF.R. § 116.5(b) by making contributions to the Commitiee in the form of advances for
campaign expenditures and loan repayments that exceeded the individual contribution limitation

by at least $122,100 and by making personal loan guarantees in the amount of $794,000. See
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11 C.FR. § 100.7(a)(1Xi). Mr. Rizzo used his personal funds and his credit card to make or
guarantee payment of campaign expenses, and repaid $65,000 of the loans to three of the
lenders. Mr. Rizzo also made excessive contributions when he personally guaranteed the loans
he solicited from the eight lenders.

Moreover, Mr. Rizzo's claim that he was granted a letter of immunity from the
Commission is simply incorrect. On March 10, 1994, in connection with a deposition of
Mr. Rizzo, this Office and Mr. Rizzo agreed that his answers related to any matters arising from
the indictment would not be used against him in any subsequent criminal prosecution by the
United States government, with the exception of tax matters or any false statements made during
the deposition. Attachment 5. Since Mr. Rizzo's deposition was part of the Commission’s
investigation of the instant matter, the agreement does not bar the Commission from pursuing
this matter. Moreover, this matter is a civil proceeding, not a criminal one. The agreement,
which was reviewed and approved by the Department of Justice and the United States Attorney’s
Office in Boston, Massachusetts, only applies to future prosecution of criminal violations.

Mr. Rizzo contends that the Commission’s pursuit of him constitutes double jeopardy
because he pled guilty and was sentenced for criminal violations of federal election law. Under
certain rare circumstances, a civil penalty may constitute punishment for the purpose of the
double jeopard use. U.S. CONST. amend. V; see, e.g., United States v. Halper, 490 U S.
435 (1989) (Disproportionately high civil sanction under False Claims Act against individual for

filing of inflated Medicare claims constituted double jeopardy where individual had already been

prosecuted and punished for criminal violations);"” bus see, e. g, US v. Ursery, 116 S.C1. 2135

- The Supreme Court held in Halper that “{u]ader the Double Jeopardy Clause a defendant who aiready has

been punished in a criminal prosecution may not be subjected to an additional civil sanction to the extent that the




(1996) (In rem civil forfeitures related to drug violations are neither punishment nor criminal for

purposes of the double jeopardy clause)."*

In the event the Commission’s case against him proceeded to litigation, a number of
factors would undermine Mr. Rizzo’s double jeopardy argument. The criminal charges to which
Mr. Rizzo pled guilty included several election law violations, but did not include most of the
numerous violations of the FECA and Commission regulations at issue in this matter. Moreover,
Mr. Rizzo’s plea bargain agreement explicitly provides that it “does not compromise any civil
liability defendant may have incurred or may incur as a result of his plea of guilty.” Attachment
4 at 2. This provision allows the Commission to pursue a civil enforcement matter against
Mr. Rizzo. Finally, given Mr. Rizzo's financial situation, it is unlikely that the Commission
would seek a substantial civil penalty from him.

Therefore, the Office of General Counsel recommends that the Commission find probable
cause to believe that Nicholas A. Rizzo, Jr. knowingly and willfully violated 2 U.S.C. §§ 432(a),
432(b)(1) and (3), 432(h), 441a(a)(1XA), 441a(f), 441b, and 11 C.F.R. §§ 110.9%a), 114.2(¢), and
116.5(b). Nevertheless, this Office recommends that the Commission take no further action in

this matter and close the file. It appears that Mr. Rizzo has no funds or assets and it is unlikely

second sanction may not fairly be characterized as remedial, but oaly as a deterrent or retribution.” 490 .S, at 449
However, the Supreme Court made clear that the case involved a rare situation where the civil fine was
overwhelmingly disproportionate to the amount involved in the violation. Jd . see Ursery, 116 S.Ct a1 2145 ( The
Haiper decision sets forth a “case-by-case balancing test . . . in which a court must compare the harm suffered by
the Government against the size of the nenslty fnsseed ™). Thus, faiper shouid be narrowly construed.

" Seealso U.S v. Alt, 83 F.3d 779 (6th Cir. 1996) (Assessment of civil penalties on taxpayer did not
constitute punishment for purposes of double jeopardy clause); SEC v. Bilzerian, 29 F.3d (D.C. Cir. 1994) (Civil
disgorgement of profits from illegal conduct did not constitute punishment within the meaning of double jeopardy);
McNichols v. Commissioner of Intermal Revenue, 13 F 3d 432 (1st Cir. 1993) (Assessment of income tax
deficiencies and penalties on proceeds of drug trafficking already forfeited 1o the government did not constitute
double jeopardy or an excessive fine), U.S » Biszell 921 F 2d 263 (10th Cir. 1990) (Civil penaity and 18-month
suspension from dealing in HUD activities did not constitute punishment within the meaning of the double jeopardy
clause).




he will ever be able to pay the forfeiture or restitution amounts that were included in his criminal
sentence. Mr. Rizzo may be released from prison later this year, but his background will make it
difficult for him to earn a significant amount of money. Thus, it is unlikely that the Commission
could get any civil penalty amount from Mr. Rizzo. Moreover, as previously discussed, most of
the violations by Mr. Rizzo occurred more than five years ago, and thus would be barred by the

statute of limitations, unless the statute of limitations was tolled by his fraudulent concealment of

his activities. See 28 U.S.C. § 2462. In light of these factors, no further action is appropriate.

IV. RECOMMENDATIONS

1. Take no further action against the Tsongas Committee, Inc. and S. George
Kokinos, as treasurer, in MUR 3585;

2. Take no further action against the Tsongas Committee, Inc. and S. George
Kokinos, as treasurer, in MUR 4176;

3 Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 US.C. § 432(a);

4. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 U.S.C. § 432(bX1)

5. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 US.C. § 432(b)(3);

6. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 U.S.C. § 432(h),

7. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 U.S.C. § 441a(a)(1 XA);

8. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 U.S.C. § 441a(f);

9. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 2 U.S.C. § 441b;

10. Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 11 CF.R. § 110.%a);
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11.  Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 11 C.F.R. § 114.2(c);

12.  Find probable cause to believe that Nicholas A. Rizzo, Jr. knowingly and
willfully violated 11 C.F.R. §116.5(b).

13.  Take no further action against Nicholas A. Rizzo Jr.;
14.  Close the file in MUR 3585;
15. Close the file in MUR 4176; and

16.  Approve the appropniate letters.

Date wrence M. Noble
General Counsel

Attachments

L Tsongas Committee, Inc. Brief - MUR 3585

2. Tsongas Committee, Inc. Brief - MUR 4176

3 Letter from Lyn Utrecht dated January 30, 1997

4 Plea Bargain agreement and hearing transcript

5. Cooperation Agreement

6. Letter from Nicholas Rizzo dated September 12, 1996

7 Letter from Nicholas Rizzo dated November 6, 1997

8. Letter from Nicholas Rizzo dated November 15, 1996

Staff assigned: Delanie DeWitt Painter




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Nicholas A. Rizzo, Jr.;
The Teongas Committee, Inc. and
George Kokinos, as Treasurer.

MURs 3585 & 4176

T Nl S

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission; do hereby certify that on March 3, 1997, the
Commission decided by a vote of 5-0 to take the following

actions in MURs 3585 & 4176:

O s Take no further action against the Tsongas
Committee, Inc. and S. George Kokinos, as
treasurer, in MUR 3585.

2. Take no further action against the Tsongas
T Committee, Inc. and S. George Kokinos, as
treasurer, in MUR 4176.

3. Find probable cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
> willfully violated 2 U.S.C. § 432(a).

4. Find probable cause to believe that
Nichelas A. Rizzo, Jr., knowingly and
willfully violated 2 U.S.C. § 432(b)(1).

5. Find probablie cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
willfully violated 2 U.S.C. § 432(b) (3).

(continued)
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6. Find probable cause to that Nicholas A.
Rizzo, Jr., knowingly and willfully vioclated
2 U.8.C. § 432(h).

- i Find probable cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
willfully vioclated 2 U.S.C. § 441a(a) (1) (A).

8. Find probable cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
willfully vioclated 2 U.S.C. § 441a(f).

9. Find probable cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
willfully viclated 2 U.S.C. § 441b.

. 10. Find probable cause to believe that
Nicheclas A. Rizzo, Jr. knowingly and
willfully violated 11 C.F.R. § 110.9(a).
T 11. Find probable cause to believe that
Nicholas A. Rizzo, Jr., knowingly and
willfully wviclated 11 C.FP.R. § 114.2(c).
N 12. Find probable cause to believe that

Nicholas A. Rizzo, Jr., knowingly and
willfully wvioclated 11 C.F.R. § 116.5(b).

13, Take no further action against Nicholas A.

Va3 oo~ -
RALEED, Ji.

(continued)
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Close the file in MUR 3585.
Close the file in rUR 4176.

Approve the appropriate letters, as
recommended in the General Counsel's Report
dated February 25, 1957.

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

Attest:

32j[£2

rjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Wed., Feb. 26, 1997 11:35 a.m.
Circulated to the Coomission: Wed., Feb. 26, 1997 4:00 p.m.
Deadline for vote: Mon., Mar. 03, 19%7 4:00 p.m,

bjr




FEDERAL ELECTION COMMISSION
AN O D -

March 11, 1997

CERTIFIED MAIL RETURN RECEIFT REQUESTED

Lyn Utreche, Esq.
Oldaker, Ryan, Phallips & Utrecis
318 Connecticut Avenue NW.
Suite 1100
Washington, DC 20006

Dear Ms. Utrecht-

- On December 14, 1995 the Fodemsl Blecnon Conmsson found reason 10 believe that
> vour clients, The Tsongas Commutiee, lnc 20d S. George Kokinos, as treasurer (“the
Committee™) violated 2 U SC § 843y =nd 11 CFR §9034 85 Aflm considering ibe
circumstances of the mamer ®e Commesson determaned on March 3, 1997, o take no further
action agans? the Commmteee. and closed the Sie m tus maner

The confidentiality provessons & 2 US.C. § 437g(aX12) oo longer apply and this matter
15 now public. [n addinon, although e compiesr fike must be placed on the public record within
30 days. thus couid ocour & any tmme llowmg cortficanon of the Commission's vote. If you
wish 10 submit any factsel or legal masesads © sppear on the public recond, please do so as soon
ON as possible. While the file may be pliaced on She public record before receiving your additional
materials, any permusssble sebawssons will be added 10 the public record upen receipt.

If you have roy guestoss, picase contact me o (202) 219-3690. i

bl . ot

Dedanse De'Witt Painger
Anorney

"




FEDERAL ELECTION COMMESSION

Aasen, TN DO Jpend

Norelh 20, 1897

CERTIFIED MAIL RETURN RECEIPT REQUESTED

David Goldman
7S Giea Roed
Izmasca Plaen MA 02130

RE MIRAS
Dear Mr Goidman

Thes = 10 advise you that tes mamer = 20w cosed  The confdenmlnry
provissoss 2t 2 US.C § 437gai(12) oo longer spply mmd fhus mamer o sow public. in
addmon. aithough the compiete file must be placed oo S putiic seoosd withun 30 davs,
thes could occur at any tme followng ceraficanon of T Commesmor's vone B vou wish
o subrmt any factsal or legal matenals  pppew on Be jubic *ooord pliease do so as
soon 2s possible. Wheie the file may be piaced on e pubiic mcmd defies seceiving vour
addponal materals. any permussmible submussions w7l e aided 1 e pubie recosd wpon

oot
if vou have any queshons, plesse contact me xr 90 1153680
Sincerely.
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FEDERAL ELECTION COMMISSION

WASHINCTION DC o)

March 20, 1997

CERTIFTED MAIL RETURN RECEIPT REQUESTED

Andy Paven
20 Moon Street
Boston, MA 02114
RE: MUR4I7S

Thas is to advise you that this matter is now closed. The confidentiality
provisions at 2 US.C. § 437g(a)(12) no longer apply and this matter is now public. In
addition. aithough the complete file must be placed on the public record within 30 days,
thes could occur at any time following certification of the Commussion's vote. If you wish
o submit any factual or legal materials 10 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
addmonal matenals, any permissible submissions will be added to the public record upon
receipt

If vou have any guestions. please contact me at (202) 219-3600

Sincerely

fi ’“ . [ 4 ) __!,A -
| gy AN Fead
l\l_\'.'l Kk (_u{ [':L : ! = r_‘j_ u{
Delanie DeWitt Painter
Altorney

-




Boch 29, 1997

CERTIFIED M4l RBETURNS EETCFIFT EEQUESTED

Denms Newman
SRU Peari Soe=t
Reading, MA OTH6T

BE MR4TS

This 15 0 advise sou e s TERT s e Cesed  [he confadentalisy
provistions & I U S.C. § £7gait 1= wo mper wppiy aad Sis mamer s sow pubiic. n
widinon. aithough e conpies fie mos w pacerd o e ;o moord witien 30 davs.
s could occur o sy M fnlewng coafcmos of Se Comeeseon’s vate. [ you wash
0 submt any Scrusl or eyl mEneTas T aeeE o e puhix recond. plesse do o 55
soon as pessidie  Winie dhe Jie mes e miaced or e pubic owed befose soceiving vour
sidinonal MEeTElS, ATy oTmsmithe suthwmsaons Wl he added 1 Se public second spen
receIpt.

If vou have any aesons. Pewse ot s = 00 719 2C88

= ¥ -, 3 ‘ J.“’@
Jemme T r Proger
LT




FEDERAL ELECTION COMMISSION

watea TOM OO 2=
Norch 2. ST

CERTIFIED MAIL RETURN RECEIPT REQUESTED

Gregory T. Meffan, Esg.
Foley, Hoag & Ehot
One Post Office Square
Boston, MA 02109-2179
RE MRS
Dear Mr. Moffast

Thas s © advise you that this mamer s qow cosed  The conifdensaliny
provissons 2 2 US.C. § 437g(ai(12) no longer appiy and dfies mamer = sow public. in
addrion. aithough the compiete file must be piaced on fe Jubic recond wies 30 deys,
thrs could occur & any ume followng cernficanon of he Commrmen'’s vote i you wash
w0 subeut any factual or legal matenais © sppear on e putic =xond plesse do % as
socr s possibie. Whale the file may be piaced on the pubiic cond Sefose secoving your
addibonal matenais. any permussible submussions »t] e asde? © Ve pubic second spoe

recept.
If you have any guestions, please contact me ar (J80) 7193690

/_‘,'z;‘-_u £ 57'7:0
Detame De® o Sunner
Amomew




FEDERAL ELECTION COMMISSION

maseeral VO™ DO 20amt

March 20, 1997

CERTIFTED MAIL RETURN RECEIPT REQUESTED

Diams . Armensios, Esg.
A-mensios & Armenaios
121 Geeene Sueet
New Yook NY 10012
RE: MUR4I7S
Dicar Ms Armensios

Ties s o advise you that this matter is now closed  The confidentialiny
provissoms a8 2 US.C § 437g(a)(12) no longer apply and this matter is now public. In
nadmom sithough the compiete file must be placed on the pubiic record withmn 30 days.
s oowsid occwr & amy tme following cerification of the Commussion’s vote. if you wask
1 subens sev factual or legal materals W appear on the public record, piease do so as
soom &5 possible  Whale the file may be placed on the public recerd before mosiving your
zadmons mmenals. any permussible submissions will be added w0 the publie sesed wme

—
S

If vou have any queshons, please contact me at (202) 219-36590.
Sincerely,

Uj{z_t Qi “
Delasse DeWitt Painter
Alomey

-
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