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UsJ3ac? socommendation to O0na £ tr**4fS ?Vatsuant to Directive 6

1pursuant to discussion dauwgy ~i h
Commission requested that the 91
(4OGCO) submit a preliminary,

o refrrals made to OGC by otheo
?re4W1=. Consequently, this, Oitkl to prary

reprtfor a referral reCeivedfc h th4 10or
Division.

I. FAC'S

On April 26, 1995, this-0Office re) d a fo
Kent Cooper, Assistant Staff Uirectot. Molic'14V Dis ~liion,

C regarding activities engaged in by -2-1ft~s-of D.. aIt Inc., a
New York City investment firm. The AprilW 26. llSe uO"tendum
refers to activities which appear to involve the ceOfrcial use of
contributor information, an activity prohibited by the sales and
use restriction, 2 U.S.C. 5 436(a)(4)t by 0.3. Blair employees.
See Attachment 1.

Attached to Mr. Cooper"s memorandam. is a February 24, 1995,
memorandum. to Mr. Cooper and Patricia Young, Deputy Assistant
Staff Director of the Public Disclosure Division, from a staff
member in the Public Disclosure Division. in her memorandum, the
staff member notified Mr. Cooper and Ms. Young that since June
1994, a high volume of requests were being made from individual
associated with D.H. Blair for names of contributors who had
contributed "large" sums of money to the "Republican Party" and t:-
candidate committees including presidential candidate committees.

1. The staff member is no longer employed at the Commission.
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Based on the nature of the requests and telephone conversations
with the requesters, the staff member was concerned about pssible
Improper use of the contributor information sent to D.H. 51lair
employees. For example, the staff member states that one
requester, who identified himself as a broker, indicated that:
the investment business is a "dog eat dog world"; each young
broker needs new contacts to bring in more money; and he had
people getting the telephone numbers of the contributors through
directory assistance in order to make contact with the
contributors. The staff member informed the requester that the
sales and use restriction clause of the FECA barred the use of
contributor information and was subsequently told that the broker
was aware of the law. Attached to the February 24, 1995,
memorandum are 52 requests, all of a similar nature, which the
Public Disclosure Division received since December 1994. See
Attachment 2.

Prior to leaving the Commission, the staff member renewed her
concerns about the requests being received and documented an
additional 45 requests. See Attachment 3. Thus far, all requests
have been filled and a "Sale and Use" brochure has been enclosed
with the requested information.

I I. RECOMMENDATION

Open a Pre-MUR.

Attachments

1. April 26, 1995, Memorandum.
2. February 24, 1995, Memorandum.
3. April 24, 1995, Memorandum.



FEDERAL ELECTION COMMISSION
AASHINCTON DC 20463

April 26, 1995

Memorandum

TO: LARRY NOBLE
General Coui

THROUGH:

FPROM:

JOHN SUR
Staf f Di

KENT

On Februoty 24, 1995, I forv~al ded to you material relating
to employees 6f D. H. Blair Inc., and their possible commercial
use of contributor information ano 11INCA reports. I an now
forwarding supplementary info: ation on that *ame matter.

on April 14, 1995, R terine Lowder, a Public information
Clerk in the Public Recqeds Office, gave me additional
information regarding.,,6ontinued requests from employees of D. H.
Blair Inc. I have enclosed a copy of her meow.

I would appreciate it if this matter could be reviewed and
appropriate action taken. If we should stop fulfilling the
requests please let us know. Unless I an instructed otherwise we
will continue to fill requests.

/ ii

Jj,' ~z-.v~4 ~ 9 ~N

.7

/ /

ATTACHIE1'T I
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FEDERAL ELECTION COMMISSION@ WASHINGCTON. D C 3

February 24, 1995

Usoandum

To: Kent Cooper

From: Patricia YounE4

Subject: Sale/Use Restriction

0 Attached is a memo from Katherine expressing her concernDabout a rash of requests she has received for computer Indexes

listing individual contributors to various candidates. Her
concern centers on vhat use the requesters are making of the
Information.

Also attached are copies of fifty-two requests received since
late December that she Includes In her analysis.

For further background: On February 21st, I received a call
from Mr. Steve Tabb complaining that an order for individual
contributor indexes placed by Mr. Kiriakakis had not yet been
received. Mr. Tabb vas unable to tell me when the order had been
placed or for which candidates the indexes were requested. He
left a phone number so that I could call him back after
researching the order.

Upon returning his call (Katherine verified that the indexes
had been mailed February 6th), the receptionist answered ODl
Blair, Inc.* She told ae that it was an investment banking firm.
When I asked for Mr. Tabb, I was connected with the Sales
Division. He was not in and has not returned my message.

Based on my conversation with Katherine and the above
referenced phone call, I think her concern is well founded.

ATTACHLEIT
Page 1- of



NINORMDURFebruary 24, 199S

To: Rent Cooper
Patricia Young

From: Katherine LowderY-kM..

Subject: Recent Suspicious Requests

Processing daily computer batch requests, I have
noticed a general trend which raises some question as to
what the requestors are doing with the data they receive.
since June of 1994, very similar requests have flooded the
Public Records office from the New York City area. I have
strong reason to believe that these requestors work for the
same Wall Street investment firm and may be in violation of
the Federal Election Laws pertaining to the sale and use of
campaign finance data.

Back in June, I received several calls in which the
requestor (almost always male) asked for information on
contributors 'to the Republican Party", "to the Clinton and
Bush campaigns', and to various candidates. They were only
interested in individual contributors, and often wanted
'Just the laa contributors". I began talking with one
gentleman about what he needed this information for and if
I could help the group by sending one complete list of
contributors to the Bush campaign or the Clinton campai9n,
for example, so they could share the information. no
explained that he was a broker, and the investment business
was "a dog eat dog world" and each young broker needed new
contacts to bring in more money. He also explained that he
had people getting the phone numbers of the individuals
through directory assistance in order to make contact. I
asked if he knew of the restriction clause barring use of
the data, and he said he was aware of the law. I continued
mailing requests always enclosing a "Sale and Use'
brochure, and the calls kept coming in.

During the fall the calls were not as frequent,
although still coming in. Lately the calls have been
picking up, and I thought I should start keeping records of
these requests and to bring this to someone's attention.
Since January, I have been writing down the names and
addresses of callers that follow the same pattern:

1. They are from the New York area
2. They ask for individual

contributors oii-y-

p age ~O

RRHORANDUR



7W,

'I
3. They often do not know the name of a specific

candidate# and ask for Oth republican Senator frm
(a state)" or contributors to the Party

committees or to Bush/Clinton/eFoot.
4. Recently these people have been using the exoeep 01

have a school project*

I have made copies of the request forms from these
Individuals that I find suspicious. I have reason to

believe that these people work for the game firm -D.E.

slair Investments. One caller listed his work address to

have something mailed to him. The person I spoke of

earlier told me where he worked and I returned phone calls
to his office.

I have been very strict in mailing out only what is

required of me as an information clerk (e.g. only
contributors from one state for Presidential and Party

committees). We also limit all phone requests to five
candidates. These requestors are entitled to the same
information as anyone, but it is how they may be using 

the

information that is my primary concern.

Thank you for looking into this situation.

ATTACHMENT 2

Page o 5
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FEDERAL ELECTION COMMISSION
WASHINGTON, 01- 20463

April 25, 1995

9..orandzm

Ire% Rent ennvn.r

Fro: Patricia Youn T0t
Subject: Sale/Us. Restrictiin

Prior to Katherine#& departure from the C oumission, she sent
as the attached memo updating her concerns about requests for
individual contributor listings for ^andidates being received from
the New York/New Jersey area. Her concern centers on the male/use
restriction and the possible misuse of the contributor information
by the requesters.

Also attached are copies of forty-five requests received
since her memo of February 24, 1995, which follow the sane pattern
as the initial fifty-two requests that she brought to our
attention. On several of the requests, the telephone numbers have
been highlighted because they are all for D.H. Blair, Inc. in Now
York City.

ATTkCHMNT3
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I ET2MOPF I CN X XORAXDUX

Dete: 14-Apr-1995 OS:l6am MUT
Item: XkATE331 LOND3R

KLOWDER
Dept:
Tel no:

TO: Kent Cooper (ICOOPR )
TO: Patricia Young (PYOLM

Subject: *Now Yorkers" Part II

April 13, 1995

Dear Rent and Patricia,

I vanted to lot the tvo of you know that the Public
Records office is still receiving requests from the same
group of people in the New York area that I mentioned in my

C letter dated February 24, 1995. Since I am leaving the
office, I have a final group of processed requests which I
would like to pass on for our files. Those roquestors all
fit the same mold as mentioned before: requesting OG
Indexes only, asking for a number of Republican members,
and calling from the now York City vicinity. One gentlemen,
victor Baker, actually gave his address as D.H. Blair, 44
Wall St. New York, MY.

we still process these requests like any others that
C' come to the office. My duties have been shifted to another

person who will be unfamiliar with my investigations.
Because these suspicious requests have been coning in
steadily since June of 1994, I can only assume that they
will continue. Please feel free to contact me with any
questions you may have of my work.

Again, thank you for your time to this matter.

Sincerely,

Katherine Lowder

ATTACHMENT
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FEDERAL ELECTION COMMISSION
%%qSII%CTO% OC Vftt~

IIEN3ANUK

TO:

PRONS

OATS:

LAWRENCE ff. NOBLE
GENRALCOUNSEL

MARJoRze W. gNNMMS/BMun-IE J. Ross (I
COMMISSION SZCRTARtY

MAY 31,v 1995

SUBJECT: RECONNSDATIOU TO OPM A PRE-NUR
PURSUANT TO DIRECTIVE 6. MEOANDU
To THE COMNISSII DATED NAY 24, 1995.

The above-captioned document was circulated to the

Comission on Thursday, May 25, 1995 at 11:00

Objection(s) have been received from the

Comissioner(s) as Indicated by the name(s) checked below:

Comissioner

Comissioner

Comiss loner

Comissioner

Comissioner

Comissioner

Aikens

Elliott

McDonald

McG r ry

Potter

Thomas

This matter will be placed

for Tuesday, June 6, 1995

on the meeting agenda

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



BEFORE TUE FEDERAL ELECTION COMMISSION

In the Matter of

Recommendation to open a Pre-MUR
Pursuant to Directive 6

Akgenda Document
#X95-47

p9-MtA K 0 17

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on June 6.

1995, do hereby certify that the Commission decided by a

vote of 5-1 to open a Pre-MUR as recommended in the

General Counsel's May 24, 1995 memorandum on the

above-captioned matter.

Commissioners Aikens, McDonald, McGarry, Potter, and

Thomas voted affirmatively for the decision; Commissioner

Elliott dissented.

Attest:

Date
S retary of the Commission

0'

'0



4EIYEO
FE LECTlow

FRAL ELBCITIOt4 COMMISION slowT
999 E StalC, N.W. a ss S'N, -I* D.C. 20463FZZ isfi

FEMT'GENERAL CO1JNLS UEORT-

PreMUR 317
Date Activated: 6/2"/5

Staff Member: Dawn M. Odrowski

SOURCE: iNTERNALLY GENERATED

RESPONDENTS- D. H. Blair & Co., Inc.
Karl Ashe
Gary Auerbach

Gabriel Cerrone
Michael Hooshmand
Scott Lederman
Mike Licalsi
Steve Lichaw
Michael Lichtenstein

RELEVANT STATUTES: 2 U.S.C. f§ 434(a) and (b)
2 U.S.C. § 433(aX4)
I1I C.F.R. § 104.15

INTERNAL REPORTS CHECKED: None

FEDERAL AGENCIES CHECKED: Securities and Exchange Commission

1. GENERATION OF XMR

The Federal Election Commission's Public Disclosure Division referred this matter to the

Office of General Counsel pursuant to Directive 6. A preliminary report summarizing this

matter. which inv-ol~ es the apparet commercial use of individual contributor information

contained in FEC disclosure reports by a New York City brokerage firm. was submitted to the

Commission on Ma\, 24. 1995. On that same date, the Commission determined to open a Pre-

MUR-



-2-S

IL FACTUAL AND LEGAL ANALYSIS

A. t~

In order to provide the public wiith information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 1971, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. See generally 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committee identify each individual who makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX3XA). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 431(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4)

To balance the public interest in disclosure of campaign funding with an individual
01

contributor's prvacy interest, however, the Act also provides that" any information copied

110 from such reports or statements may not be sold or used by any person for the purpose of

1 soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and 11I C.F.R.

§ 104,15. This pro~ision, commonly known as the "sale and use" restriction, was enacted at the
C

time the Act was created in 1971.

Based on the legislamie historx- of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors from having

their names sold or used for commercial purposes. See Ad% isor% Opinions 1919-5-5. 1989-19,

I1q88-2. 1980- 1(11 I1 In addressing the scope of the sale and use restriction, the Ui S. Court of

-1 he sponsor of the amendment establishing the sale and use restriction. Senator Bellmon.
stated that the purpose of the amendment %%as "to protect the pri'acy of the generally ver%
public-spirited citi/ens %%ho may make a contribution to a political campaignm or political party."
Of particular concern to Bellmon %%as that names of indix idual contributors %%ould be vulnerable
to list-brokering. thus subhiecting, them to "all kinds of solicitations" and possibly discouraging
them from makineL future contributions 1 17 Coni! Rec 3()(i,57 1 1971 remarks of Senator
B-dlmon,



Appeals for the Second Circuit has held that it encompasses commercial purposes that could

subject contributors to all kinds of solicitations, "i.e., not merely solicitations for'contnbutions

but solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like."

Federal Election Commission v. Political Contributions Data, 943 F.2d 190, 197 (2d Cir. 1991).

In another case. the 1.1 S. Court of Appeals for the D).C Circuit upheld the constitutionality of the

provision. ruling that the provision was no broader than necessary to advance the important

governmental interest in -reserving the value of a contributor list to the political committee that

creates it." Federal Election Commission v. International FundinLag Institute. Inc.. 969 F.2d 1 110,

1118 (DC.Cir,)(enbIAN). cert.denied. 113SCt_6O5(1992)-

B. facts & Aaalysis
Nr In February and April 1995, the Public Disclosure Division forwarded information to the

General's Counsel's Office regarding numerous telephonic public records requests made over a

- rieriod of several months. These records requests raise a concern as to whether the requesters

may be using contributor information obtained from disclosure reports for commercial purposes.

As discussed in the Mav 24. 1995 preliminary report to the Commission, beginning in

June 1994. a Public Information Clerk in the Public Records Office ("the staffer"') noticed a high

vrolume of phone calls from individuals in the Nem. York City area requesting computer indices

of indi% idual contn-butos to various campaigns See May 24. 19,95 Memo to the Commission

from the General Counsel re Recommendation to Open a Pre-MLJR pursuant to Directive 6.

These phone requests dre'k the staffer's attention because they differed from the type of records

requests usuall% made and seemed to fit a pattern The callers. all from the Ne%% York City area.

kne%% little ab~ut %hat information %%a a'ailable e\cept that the% could get lists of individual

contributor- and contribution amount, ( Wien, the callers asked tbor names of onl% larLge

contributors to tairl' hiolh-profile campaign committees such as those ot' pre-sidential and Senate

candidates. or to parv% committees Man~m& the requester did not knom. the name ofa



psitcular candidate, but asked for contributors to "the [name of pairty] Senator fr-om [State Xj.2

In each case, Public Disclosure tilled these orders by mailing the requesters copies of the

aprorate "6" index.

After receiving several such calls, the staffer spoke with one of the callers about the need

for the Information and offiered to send him more complete lists, for example all contributors to a

particular presidential candidate, so that the information could be shared with others who

appeared to be in the same group making such requests. The caller explained that he was a

broker, and in the "dog eat dog world" of investments, needed new contacts to bring in more

business. The caller further explained that he was making contact With the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

0 acknowledged he was. The caller also stated that he was employed by D.H. Blar, a New York

brokerage firm.

After this call, the staffer continued to till orders that fit this pattern and in each one,

made sure to enclose a "Sale and Use" brochure explaining the sale and use restiction. The

staffer began keeping a record of the names and addresses of callers who fit the general pattern

described here %khen. after a lull. the volume of these calls increased in early 1995. She then

ad,.ised her super,*isors, of her concerns that callers ma% be impermissibly using the contributor

information. Soon thereafter, in accordance vith Directi-%e 6. the Public Disclosure Division

forwarded to OGC copies of about 94 records requests filled between I)ecember 1994 and April

1995 that raised concerns about the use of contributor information

Accodineto the staffer. %%ho left the Commission in April1N5soiotteealrcles

\kould sa\ the\ needed a list of contributors and \%hen asked to identit\ a particular political
committee. replied "'lou pick

The tbrmner stall- r's memo describinL, this con\ ersation does not identif'N the broker who
made these comments, The stafl'r. \%ho is still in the Washiniton area. has indicated she might
be able to identit\ the broker b\ re' ie\%ing the request tbrm%



Requests fitting the general pattern identified by the staffer have continued. Since the

Commission's June 6 decision to open a Pre-MUR in this matter, the Public Disclosure Division

has forwarded an additional 60 requests from some of the same individuals, for a total of 154

requests. Attachment 1. Although no additional requests have been forwarded by the Public

Disclosure Division, the Public Records Office has indicated these calls are continuing 4

Although few of the requesters gave the name of an affiliated organization, about nine

disclosed an association with D.H. Blair, a brokerage firm located in New York, either by, name

or address, and had the requested indices mailed to them at the firm. Additionally, in February

1995. Public Records received a follow-up phone inquiry from Mr. Steven Tabb concerning an

order placed by Nick KinakakIs. When a Public Records supervisor returned Mr. Tabb's call to
"0 advise that the order had been mailed, a receptionist answered the phone, "DRH Blair" and

connected her to the sales division.

According to Dun & Bradstreet, D.H. Blair & Co., Inc., ("D.H. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

N. underwriting. 5 The firm sells secuities to institutions, individuals and brokers, has 495

employees, and reported a net worth of S$13.4 million for the Fiscal Year ending December 3 1,

1994.

Many of the requests forwarded by the Public Disclosure DWiision were made by the

same individuals. In all. the 1 54 requests Aere made by 80 indiv iduals An examination of the

SShould the Commission proceed in this matter. this Office %%III continue to check with the
Public Disclosure Di% ision to determine %%hether additional contributor information has been
requested b% the indi% iduals contained in the referred requests or an% other persons disclosing an
associati on with 1) H Blair

According to IDun and Bradstreet. D 11 Blair & Co. Inc occupies three floors in the same
Wall Street building as another firm. 1)11 Blair In\ estment Banking Corp i "Blair Investments")
Blair ln~estments manag-es mutual funds. The precise relationship bet\\een 1)11t Blair and Blair
In'estments is unclear
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reqest and information obtained through the Securities and Exchange Commission, and the

National Association of Securities Dealers reveal that of the 80 requesters, 49 appear to be

somehow connected to D.H. Blair. Specifically, a check of the Central Registration Depository

("CRD"), a computerized record-keeping system for the registration of brokers and securites

firms, reveals that names of 35 requesters match names of brokers currently or formerly

employed by D.H. Blair.6 The other 14 requesters connected to D. H. Blair either asked that the

indices be mailed to them at D. H. Blair's offices or gave Public Records home addresses anid/or

phone numbers that duplicate addresses and phone numbers of current or former D.H. Blair

employees. A list of the 49 requesters apparently connected with D.H. Blair is attached.

Attachment 2.

In addition to the 49 D.H. Blair-connected requesters, names of another 17 requesters are

listed in the CR1) as current or former brokers with other securities firms or appear in the CRD

without a current firm affiliation. Among the mother brokers," at least six could have been

associated with 1)H. Blair at the time the records requests were made since their dates of

affiliation %1th these firms ended before or began after the individual broker made the records

request. Additionally, it is conceivable that another se,'en requesters in this group could hame

been associated Uith D.H Blair since affiliation dates with their current employer or information

bCertain information in the Central Reglistration Depositor% is accessible to the general public
throug,,h an in~estors hotline maintained bx the National Association of Securities Dealers. The
Securities and Exchange Commission has access to the CRD database. Although the names of
requesters match the names of reewstered brokers in the CRD. a conclusi'.e match can only be
determined wvith more precise identifyiIng information such as the social security numbers of the
requesters or throug,,h disco% ery E mployment information is current as of August 1995 except
tbor Respondents Auerbach. Cer-rone. flooshmand. Lederman. Licalsi. Licha%% and Lichtenstein
who accordine to the CR1). mere still emplo~ed with 1) 11 Blair & Co Inc as ofiJanuarv 19,96
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ccenng their current or prior employer were unavailable. Thus, based on currently available

information, it is possible that at least 13 of these 17 requesters could have been emlydby

D.H. Blair at the time they made records requests. A list of these 17 "other brokers" is attached.

Attachment 3.

This Office currently has no information linking the remaining 14 requesters to D.H.

Blair or any other brokerage firm. Whether or not these individuals were somehow connected to

D.H. Blair or its employees when requests were made can be determined through discovery. A

list of these 14 requesters is also attached for the Commission's information. Attachment 4.

Given the unidentified DA-1. Blair broker'sadmission to the staffer that he was using the

lists to contact individual contributors to bring In new business, and in light of the fact that more

than 6/ of the requesters appear to be current or former D.H. Blair employees or are connected

to such employees, a reasonable inference can be made that D.H. Blair employees were

obtaining the names of indvidual contributors for use as sales prospects. Such an inference is

further supported b,% the unusual nature of these calls and explains why names of only large

contributors were often sought. Indeed -cold calling" by stockbrokers pitching securities is a

popular practice which has recentl% resulted in ne~k securities regulations aimed at curbing its

abuses. Attachment 5. Prospects for "cold-calling" are often obtained from purchased mailing

lists. See e g.. Attachment 6 (excerpt from Allan Pressin's Securities La%% Compliance. A Guide

for Brokers. Dealers and lnx estors at 183 1 9900 In this case. rather than purchasing mailing

lists, some 1) [I Blair emplo~ees appear to be- using FFC contributor indices as a free source of

4Vcold-calling'" sales prospects As the court made clear in Federal Election Commission '

Political Contributions Data. Section 438(a k4) prohibits anN commercial use of indi% idual



contribtor names that subjects, contributors to "all kinds of solicitations." Solicitations for

securities or other investment products are no different than the J!CD cow1es cited exuapls of

solicitations for cars or vacations which it deemed to be prohibited under Section 438(a)X4).

T7he probable commercial use of individual contributor names by DRH Blair emvil -- s

also appears to be knowing and %Nillful. The sale and use restriction conspicuously appear on

no less than four documents routinely mailed with each public records order. The FEC indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Group Attachment 7 at 1. Additionally, the explanation sheet mailed with

copies of the "G" index also references the sale and use restriction on both sides of the

document, including an extensive explanation under a heading entitled "Restriction on Use of

c FEC Disclosure Documents." Group Attachment 7 at 2-3. Finally, the Public Records staff

insert with each mailed order a general information sheet detailing disclosure documents

available in Public Records and a brochure entitled "Your Guide to Researching Public

Records," both of which include information about the sale and use restriction. Group

Attachment 7 at 4-7. In addition to these documents. the staffer inserted in many of the orders at

issue here copies of a brochure entitled "Sale and U-se of Campaign Information" which explains

the sale and use restriction in detail. Attachment 7 at 8-11. The Public Records staff is also

trained to 'erballv recite the restnction to an' one ordenni! contributor searches.

Further e% idence of a know~ing and %%illful % iolation can be inferred from the staffer's

Obserxatnon that somne of the requesters hecgan telling Public Records staff that their records

requests were for school projects or educational purposes See attachment 2. page 3 of May 24.

1995 Memo to thc Commission Although such statements are noted on onlN three of the request
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request forms, two of those requests were made by D.H. Blair-connected individuals - Karl

Ashe and Matthew Cortopassi.7 AShe and Cortoesi made these -School project" comments0 a

short timne after a number of D. H. Blair employees had already requested and received orders

that included the various documents containing the sale and use resricton. Moreover, Ashes

"school project" request was his second, made after he likely received his first order. Thus,

Ashe's and Cortopassi 's statements appear to be attempts to mask the apparent commercial use

of contributor information, further evidencing knowledge of the sale and use restriction.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to the requesters and oral notification of the restriction by Public Records staff,
C,

requests by D. H. Blair employees for individual contributor names have continued for more than

C a year and a half. Moreover, as Attachment 2 shows, during the referral period, several D.H.

Blair employees made multiple requests. In an effort to streamline an investigation in this

matter. we recommend that the Commission initially pursue only nine requesters: Karl Ashe,

Matthe%% Cortopassi and the following seven I) H. Blair brokers who made the greaest number

of request,- at issue. Steve Lichaw (I I requests). Michael Lichtenstein (9). Scott Lederrnan (6),

Mike Licali (5). Michael Hooshmand (4). Gan-~ Auerbach (4) and Gabnel Cerrone (4).8 Each of

the seven brokers %%as apparently still employed %%Ith D.H. Blair as of January 1996 and each has

According~ to information in the CRD. kMatthe%% Cortopassi. a licensed broker. left t) H. Blair's
empio% in Miarch 1Q95. a month after his request Karl Ashe does not appear to be a broker. His
connection to 1) 11 Blair is through D H4 Blair broker Gabriel Cerrone. Ashe and Cerrone made
records requests on the same days and alternated vvi4 ing Public Records the same two addresses
and the same phone number

SCerr one shares the same address as t%%o other requesters. Karl Ashe (3 requests) and B1iN Kim
I request Neither Ashe nor Kim is listed in the- CR[) suggesting their requests could havc

beken made on Cerronec\ behal f



been sent multiple copies of information containing the sale and use restriction. Depending an

information obtained through discovery, this Office may later make recol"mntioApau

others.

In addition to pursuing the above individuals, we also recommend that the Commnission

pursue D.H. Blair, Inc. Developing sales contacts is clearly within the scope of a broker's

employment. Indeed, the likely use of contributor names from FEC reports for securities

solicitations by its employees inures to D.H. BlWs benefit.9 Moreover, the large number of

D.H. Blair employees who requested contributor information raises the possibility that

employees may have been officially informed that the FEC %-as a source of names for sales

prospects.

CD Based on the foregoing, therefore, this Office recommends that the Commnission find

reason to believe that D.H. Blair & Co.. Inc., Karl Asbe, Matthew Cortopassi, Steve Lichaw,

Michael Lichtenstein, Scott Lederman, Mike Licalsi, Michael Hooshmand, Gary Auerbach and

Gare erneec nwn adwlflyviolated 2 U.S.C. § 438(aX4). Attached for the

Commission's approval is a sample factual and legal analysis for the seven brokers and factual

and legal analytses for Ashe and Cortopassi Attachments 8. 9 and 10. Also attached is a factual

and legal analysis for D.H. Blair. Attachment I I

Ill. PROPOSED DISCOVERV

r-his Office %%ill seek to determine through disco~er% who at 11 Blair %as involved in

requesting contributor intormation. e\actl\ hox% the int'ormation \\as used. %%hat type of

SAlthough some of the requests %\ere made b\~ brokers w~ith firms other than [) H Blair. it
appears that onl\ one or t%\o emplo~ees from other firmns are in~oI~ed. Consequently. %\e are
makinu. no recommendation to pursue an\ other firm at this time
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oversight amd policies exist at D.H. Blair with regard to the development of sales contact and

whiether or not any financial benefit inured to D.H. Blair and its employees from its use of

contributor information. Some of this information can be developed through identified brokers

who are no longer employed by D.H. Blair. This Office intends to first send out witten

discov.ery and pursue informal internlews with former D.H. Blair employees. We then anticipete

having to depose individual respondents and various comnpany officials. Therefore, in the

interest of an expeditious resolution of this matter, this Office recommends approval of the

attached Orders to Submit Witten Answers/Subpoenas for Documents to D. H. Blair and Co. Inc.

and to the National Association of Securities Dealers (Attachment 12) and requests that the

Commission issue subpoenas for deposition to the following individuals- Karl Ashe, Matthew

Cortopassi, Gary Auerbach, Gabriel Cerrone, Michael Hooshmand, Scott Lederman, Mike

Licalsi, Steve Lichaw and Michael Lichtenstein and any company official identified by DRi

Blair & Co., Inc., or in informal interviews as having knowledge of the use of individual

contributor information obtained from FEC records. A sample subpoena to Gary Auerbaech is

attached. Attachment 13

IV. RECOMMNENDATIONS

I Open aMUR.

F Ind reason to believe that D H Blair & Co.. Inc., Karl Ashe. Matthew Cortopessi,
(Gar\ Auerbach. Gabriel Cerrone. Michael Hooshmand. Scott Lederman. Mike Licalsi, Ste~e
l.chav. and Michael Lichtenstein kno~kin~LI' and %\,illfulh \'olated 2 1' S C § 438a(4).

SAppro~e the attached I-actual and Eegal AnalN-ses to 1) 1 Blair & Co. Inc.. Matthe\%
(ortopassi. and Karl Ashe. and the appropriate Uactual and Legal Analvses to (iarv Auebch,
Gabriel Cer-rone. Michael I looshmand. Scott L-ederman.lkMike I icalsi. Ste'e l.icha%% and Michael
I ichtenstein

4 Appro~e the attached Subpoenas for l~wcuments Orders to Submnit Written Answers to
1)11 Blair & Co Inc and the National Vsociation of Securities Dealers
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5. Approve the attche SWIPPOai for deposition to Gary Auerbach and theaprrat
subpoenas for depoition ko MauIew Cortopassi, Karl Ashe, Gabriel Cerrone, Michael
Hooshmand, Scott WW=nan MIe icl, Stevw Lichaw, Michael Lichtenstein, and any D.
Blar & Co., Inc. official identified as having knowledge of [I). 14. Blair employees' use of FEC
contributor information.

6. Approve the appropriate letters.

Larence M. Noble
General Counsel

Date LosG/em
Associate General Counsel

Attachments:
1. Additional Public Records Requests from Public Disclosure

2I List of requestersconcetDH li
3. List of requester-broker affiliated with other firms or affiliation unknown
4. List of requesters for which no connection established

-) 5. 7295 New York Times "Between Main and Wall" column entitled "Are Cold-Calling
Brokers Making You Cmzy?"

6. Excerpt from Allan HL Pessin, Securities Law Compliance. A Guide for Brokers elr
and Investor 183 (1990).

7. Group exhibit of public records documents containing sale and use restiction
8. Sample Factual and Le-gal Analysis for Brokers
9. Factual and Legal Analysis for Ashe

10. Factual and Legal Analysis for Cortopassi
I1I1 Factual and Legal Analysis for D H. Blair
12. Subpoenas to Produce DocumentsOrders to Submit W ritten Answers (2)
13. Sample Subpoena for Deposition.



FEDERAL ELECTION COMMAISSION
%ASH1%CT0% DC V0461

TO:

FrO I

DATZ s

SUDJECT:

LAURNCEM. NOBLE
MENRA COUNSEL

NARJORKE W. VNNONS /LISA R. DAVI~
COHN! 35!O1 SECRETARY 3

FEBRUARY 26, 1996

PRE-NUR 317 - FIRST GENERAL COUNSEL'S REPORT
DATED FEBRUARY 21, 1996.

The above-captioned document was circulated to the

Commission on THURSDAY, FEBRUARY 22, 1996 at 4:00 p.n.

Objection(s) have been received from the

Coumissioner(s) as indicated by

Commissioner Likens

Comissioner Elliott

Comissioner McDonald

Commissioner McGarry

Comissioner Potter

Comissioner Thomas

This matter will be placed

for TUESDAY, MARCH 5, 1996

the nams(s) checked below:

xxx

on the meeting agenda

Please notify us who wili represent your Division before
the Commission on this matter.
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NO -lu AK a. aL~fO CWZSSZC

In the Matter of)
) Pre-M 317 UI~45.

D.H. Blair & Co. Inc.;
Karl Ah*h;)
Gary Auerbach;)
Matthew Cortopeesi;)
Gabriel Cerroue;)
Michael Hooubmand;)
Scott Ledemmu;)
Mike Licalsi;)
Steve Lichavj
Michael Lichtenstoin)

I. Marjorie W. Zm recording secretary for the

Federal Zlection Comision executive session on March 5,

1996, do hereby certify that the Commission decided by

a vote of 4-0 to take the following actions with

respect to Pre-MUR 317:

1. Open a MUR.

2. Find reason to believe that D.E. Blair
& Co., Inc., Karl Ashe, Matthew
Cortopausi, Gary Auerbach,, Gabriel
Cerrone, Michael Hooehmiand, Scott
Lederman, Mike Licalsi, Steve Lichaw
and Michael Lichtenstein knowingly and
willfully violated 2 U.S.C. I 438(a) (4).

(continued)
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Feerl lection Cuision Page 2
Certification for Pre-M 317
March 5, 1996

3. Approve the Factual and Legal Analyses
to D.B. Blair a Co., Inc., Matthew
Cortopassi, and Karl Ashe, and the
appropriate Factual and Legal Analyses
to Gary Auerbach, Gabriel Corr=*e,
Michael Booshmand, Scott Loedernan,
Mike Licalsi, Steve Lichaw and Michael
Lichtenstein as rec-mended- in the
General Counsel's February 21, 1996
report.

4. Approve the Subpoenas for Documets/Orders
to Suhmit Written Answers to D.3. Blair a
Co., Inc. and the National Association of
Securities Dealers as re mned in the
General Counsel's February 21, 1996 report,
subject to expansion of the Suboen for

0 Douets/Order to Shkit Written Answers
to D.E. Blair & Co, Inc., as agreed during
the meeting discussion.

5. Approve the supeafor deposition to
N.Gary Auerbac and the appropriate s'boenas

for deposition to Matthew Cortopeassi. Karl
Ashes, Gabriel Cerrone, Michael -1osands
Scott Lederman, Mike Licalsi, Steve Lichaw,
Michael Lichtenstein and any D.E. 3lair & Co.
Inc. official identified as having knoledge
of D.E. Blair employees' use of FEC contributor
information, as recomeonded, in the General
Counsl's February 21, 1996 report.

6. Approve the appropriate letters.

Commissioners Aikens, Elliott, McDonald, and Thomas

voted affirmatively for the decision; Comissioner

Mc~arry was not present.

Attest:

"bate roi .Emn
Se etry of the Comission



FEDERAL ELECTION COMMISSION
V 4W hogto I DC 20463

March 14. 1996

Matthew Covtopassi
353 Gansevoort Boulevar
Staten Island, New York 10314

RE: MUR 4320
Matthew Cortopassi

Dear Mr. Cortopassi:-

On March 5,1996, the Federal Election Commission found that there is reason to believe
you violated 2 U.S.C. § 439(aX4), a provision of the Federal Election Campaign Act of 1971, as
amended (*the Act'). The Factual and Legal Anialysis, which formed a ba-is for the Commission's
finding, is attached for your information.

You may submit any factual or legal materials that you believe are relvant to the
Commissiowfs consider-aion- Of this matter Please submit such materials to the General Counsel's

- Office within 15 days of your receipt of this letter, Where appropriate, statements shoul be
submitted under oath In the absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and proceed wth concliain

If you are interested in pursuing pie-probable cause conciliation, you should so request in
writing li I I C. F. R § 1 11.18A(d). Upon receipt of the request, the Office of the General
Counsel %ill make recommendations to the Commission either proposing an agreeCment in
settlement of the matter or recommending declining that pre-probable cause conciliation be
pursued The Office of the General Counsel max' recommend that pre-probabl cause conciliation
not be entered into at this time so that it may complete its investigation of the matter. Further, the
Commission %%Ill not entertain requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent-

Requests for extensions of time %vill not be routinely granted. Requests must be made in
w~nting at least five days prior to the due date of the response and specific good cause must be

demonstrated. In addition, the Office of the General Counsel ordinarll% %%Ill not give extensions
bevond 20 davs.

If vou intend to be represented bN counsel in this matter, please advise the Commission b
completing the enclosed form stating the name, address. and telephone number of such counsel,
and authorizing such counsel to recei'~e an%- notifications and other communications from the
Commission.



TbIsuMatW will renai cnfdential in accordance wvith 2 U.s SC. ff 43?g(aX4XB) and
4)7WaXI2XA), w It u you notify the Commission in witing that you wi'sh the itwestigation to be
nuade PwMhic.

For Yom inftmuation we have enclosed a brief descniption of the Commission's
Irc~e A -- for handing possible violations of tbe Act. If you have any questions, please contact

Dawn Odrowski, the attorney assgned to this matter, at (20?) 219-3400.

Sincerely,

Lee Ann Elliott
Chairman

Enws
Fwtuinl and Lega Analysis

Deai~mto( fCoutnsel Fonv

4 r



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Matthew Cortopassi MUR: 4320

This matter %as generated based on information ascertained by the Federal Election

Commission ("the Commission") in the normal course of carring out its responsibilities.

2 U.S.C. § 437gaX2).

L ILAW

In order to provide the puA~ic with information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 197!, as

amended ("the Act"), requires political committees to file reports of their receipts and

disburrements. ly 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committees identify each individual who makes aggregate contributions to them in

excess of S200 within a calendar year. 2 U.S.C. § 434(bX3XA). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 431(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed With it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

To balance the public interest in disclosure of campaign funding with an individual

contributor's pri~acy interest, hovwe~er. the Act also provides that ". any information copied

from such reports or statements may not be sold or used by an% person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee" Id. and I11 C.F.R.

§ 104.15 .This pro% ision, commonl,, known as the "sale and use restriction," wvas enacted at the

time the Act %%as created in 1971.

Based on the legislative historn of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

names sold or used for commercial purposes. See Ad% Isory Opinions 1995-5, 1989-19, 1988-2.



19WO-l1.1 In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held that it encompasses commenrcial purposes that could subject

contibutors to all kinds of solicitations, "i.e., not merely solicitations for'contributions' but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like."

Federal Elction Commission v. Poitical Contributions Data. 943 F.2d 190, 197 (2d Cir. 1991).

In another case, the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmental interest In "reserving the value of a contributor list to the political committee that

creates it." Federal Election Commission v. International Funding Institute. Inc.. 969 F.2d 1 110,

11181 (D.C. Cir.) (enbanc), cert. denie 11 3 S.Ct. 605 (1992).

If. FACTS & ANALVSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volumne

of phone calls from individuals in the New York City area requesting computer indices listing

individual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern. The callers

all from the New York City area, knew little about what information was available except that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly vell-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party]

The sponsor of the amendment establishing the sale and use restriction, Senator Bellmon,
stated that the purpose of the amendment was .1to protect the pn~acy of the generally very
public-spinted citiiens w~ho may make a contribution to a political campaign or political party."
Of particular concern to Belimon %%as that names of individual contributors would be vulnerable
to list-brokening. thus subjecting them to "all kinds of solicitations" and Possibly discouraging
them from making future contributions 117 Cong! Rec .30,057 (1971 Xremarks of Senator
Belimon)



-J-

Senator from [State XJ."2 In each case, Public Records filled these orders by mailing the

requesters copies of the appropriate "G" index.

After receiving several such calls, Public Records staff spoke with one of the callers

about the need for the information and offered to send him more complete lists, for example. all

contributors to a particular presidential candidate, so that the information could be shared with

others who appeared to be in the same group making such requests. The caller explained tha he

was a broker, and in the "dog eat dog world" of investments, needed new contacts to bring in

more business. The caller fuuther explained that he was making contact with the individual

contnibutors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he %%as aware of the sale and use restriction, the caller

acknowledged he %%as. The caller also stated that he was employed by D H. Blair, a New York

brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester w~ho didn't disclose an association %kith D.H. Blair.

When a Public Records employee returned the call to ad% ise that the order had been mailed, a

receptionist answered the phone, "D H. Blair" and connected her to the sales div~ision.

According to Dun & Bradstreet. D.1H Blair & Co . Inc ,I CDH Blair") is a New York

corporation that engages in the business of in\ estmeni banking. securities dealing and

2 Some of the earlt~ callers wvould say they needed a list of contributors and when asked to
identify a paricular political comrnce, replied '\ou pick



underwriting.3 The firm sells securities to institutions, indiviIduals and brokers, has 495

employees, and reported a net worth of $13.4 million for the Fiscal Year ending December 3 1,

1994.

An examination of requests identified by the Public Records office and publicly availabl
broker registration information reveal that requester Matthewi Cortopassi was a licensed broker

with D.H. Blair at the time of his February 9, 1995 request.

Given the unidentified D.H. Blair broker's admission to the staffer that he was using the

lists to contact individual contributors to bring in new business, and in light of the fact that

Matthew Cortopassi is among dozens of other requesters connected to D H. Blair, a reasonable

inference can be made that Mr. Cortopessi obtained the names of indivdual contributors for use

as sales prospects. Such an inference is futrther supported by- the unusual nature of these calls

- and explains vihy names of only large contributors were often sought. "Cold-calling" b5-

stockbrokers pitching securities is a popular practice which has recently resulted in new

securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-Caling Brokers

- MWking You ('razv, . Y. Times, Jul), 2, 1995, at Section 3, page 4. In this case, rather than

purchasing mailing lists, Mr. Cortopassi appears to have used FEC contributor indices as a free

source of "cold-calling" sales prospects. As the court made clear in Federal Election

Commission v. Political Contributions Data Section 438(aX4) prohibits any commercial use of

individual contributor names that subjects contributors to "all kinds of solicitations."

Solicitations for Securities or other in'esiment products are no different than the PCD court's

According~ to Dun and Bradstreet, D H Blair & Co Inc. occupies three floors in the same
Wall Street building as another firm, D 1-1 Blair Investment Banking Corp. ("Blair Investments").
Blair lnmestments manages mutual funds. The precise relationship bet'meen D H. Blair and Blair
Investments is unclear.



cited examples of solicitations for cars or vacations which it deemed to be prohibited under

Section 438(a)X4).

The probable commercial use of Individual contributor names by Mr. Cortopassi also

appears to be knowing and %rillful. The sale and use restriction conspicuously appears on no les

than four documents routinely mailed with each Public Records order. The FEC Indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explanation sheet mailed to Mr. Cortopassi %ith the

requested "0" index also references the sale and use restriction on both sides of the documnent,

including an extensive explanation under a heading entitled "Restriction on Use of FEC

Disclosure Documents." Moreover, Public Records included in Mr. Cortopessi's order a

brochure entitled, "Sale and Use of Campaign Information" which explains the sale and use

restriction in detail. Finally, the Public Records staff routinely inserts w~ith each mailed order a

general informiation sheet detailing disclosure documents available in Public Records and a

brochure entitled "Your Guide to Researching Public Records," both of which include

information about the sale and use restriction. The Public Records staff is also trained to

verbally recite the restriction to anyone ordening contributor searches.

Further e~idence of a kno%%ing and %Oillful violation can be inferred from

Mr. Cortopass's comment that the contnbutor information he requested on February 9%A-as for

*educational purposes.- Mr Cortopassi made his request a short time after a number of D.H.

Blair employees had alreaJ% requested and recei~ed orders that included the various documents

containing the -,ale and use restinction. Thus. Cortopassi's statement appears to ha,,e been an



afempt to mask the apparent usmrca e of the requesed COntibto informateion, further

evidencing koldeof the sale Mi wserestriction.

Despite the prominently featured referene to the sale and use sestrictin i multiple

docments sent to Respondent and oral notification of the resticton by Public Records staff,

Matthew Cortopessi made repeated requests for individual contributor names for an apparent

commercmial use. Therefore, there is reason to believe that Matthew Cortopassi knowing and

willfully violated 2 U.S.C. § 438(aX4).



FEDERAL ELECTION COMMISSION
VV041OvuupDC20463

March 14. 1996
Gabrel Cerrone
372 5th Avenue. Suite 6-G
New York, New York 100 18

RE--: MUR 4320
Gabrel Cerrone

Dear Mr. Cerrne

On March 5,1996, the Federal Election Commission found that there is reason to believeyou violated 2 U.S.C. § 438(aX4), a provision of the Federal Election Campaign Act of 1971, asamended ("the Act"). The Factual and Legal 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 theCormmission's consideration of this matter. Please submit such materials to the General CounsrsOffike within 15 days of yeur receipt of this letter. Where appropriate, stments should besubmitted under oath- In the absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and proceed with conciliation-

If you are interested in pursuing pre-probable cause conciliation, you should so request inwriting. Se I I C.F.R. § lIS- (d). Upon receipt of herqus therfie f heGee
Counsel will make recommendations to the Commission either proposing an agreement in
settlemnent of the matter or recommending declining that pre-probable cause conciliation bepursued. The Office of the General Counsel may* recommewnd that pre-probable cause conciliation
not be entered into at this time so that it may complete its investigation of the matter. Further, theCommi*ssi *on wi'll not entertain requests for pre-probable cause conciatn after briefs on
probable cause have been mailed to the respondent.

Requests for extensions of time %%'III not be routinely granted. Requests must be made in'%riting at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition. the Office of the General Counsel ordinanl, %%Ill not give extensions
be's ond?20da%-s

If vou intend to be represented b\ counsel in this matter, please advise the Commission bvcompleting the enclosed form stating the name. address, and telephone number of such counsel,
and authorizing such counsel to recei~.e an\ notifications and other communications from the
Commissionl



S
Cafttm

This aoer will remawi cdem n--tial in accordance wi'th 2 U S.C. §§ 437WaX4XB) sad
MOMWa 12XAI, unless you notif th Commission in wing that you wish the investigation is be

nmde public.

For your information we have enclosed a bnef desciption of the Commission's
procedures for handling possible violations of the Act. If you have any questions, please contac
Dawn Odrowski, the attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Lee Ann Elliott
Chairman

Enclosures
Factam an Legal Am~ysis
Pyocedures
Designation of Counsel Form
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FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Gabriel Cerrone MUR: 4320

This matter was generated based on information ascertained by the Federal Election

Commission (C'he Commission") in the normal course of carrying out its responsibilities.

2 U.S.C. I 437g(aX2).

1. LAW

In order to provide the public with information as to the source of campaign fundiing and

to deter corruption and the apernethereof, the Federal Election Campaign Act of 197 1, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. Sm gmmllx 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committees identify each individual who makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX3XA). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4)

C' To balance the public interest in disclosure of campaign funding with an individual

contributor's privacy interest, however, the Act also provides that". any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and I I C.F.R.

§ 104.15. This provision, commonly known as the "sale and use restriction," w-as enacted at the

time the Actw~as created in 197 1.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restiction is to protect individual contributors having their

names sold or used for commercial purposes. Sf& Advisory Opinions 1995-5, 1989-19, 1988-2,



1980-101.1 In addressing the scope of the sale and wse restricton, the U.S. Court of Appeals fmr

the Second Circuit has held that it -ncopasses commercial puroses that could Subject

contribtors to all kinds of solicitations, "i.e., not merely solicitations for "contributione but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." fgjAW

F-Win Cmminm v Polticl Cotriutiot D11L943 F.2d 190, 197 (2d Cir. 1991). in

another case, the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the importan

governmental interest in "reserving the value of a contributor list to the political committee tha

creates it." Federal Election Commission v. International Funding Institute. Inc=. 969 F.2d 1 110,

11I18 (D.C. Cir.) (ca hmn), =u. dcnia1 113 S.Ct. 605 (1992).

11. FACTS & ANALYSIS

Co Beginning in June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

Q individual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern. The callems

all from the New York City area, knew little about what informaition was available except tha

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party)

The sponsor of the amendment establishing the sale and use restriction, Senator Beilmon,
stated that the purpose of the amendment was "to protect the privacy of the generally very public-
spirited citizens wkho may make a contribution to a political campaign or political party." Of
particular concern to Bellmon was that names of individual contributors would be vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (197l])remarks of Senator Beilmon).



Senator from [State XJ."2 In each case, Public Records filled these orders by mailing the

reques,1ters coie of the appropriate "G" index.

After receiving several such calls, Public Records staff spoke with one of the caller

about the need for the information andl offered to send him more complete lists, for exarnpke A

contributors to a particular presidential candidate, so that the information could be shared wVith

others who appeared to be in the same group making such requests. The caller explained tdo he

was a broker, and in the "dog eat dog world" of inetets, needed new contacts to bring in

more businm The caller further explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

o brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

* made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Becaus

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by% a requester who didn't disclose an association wkith D.H. Blair.

When Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, "D H. Blair" and connected her to the sales division.

According to Dun & B~radstreet, D.H. Blair & Co. ,Inc., ("D.H. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers w~ould say they needed a list of contributors and when asked to
identifyv a particular political committee. replied "you pick."



tmdewitin. 3 The firm sells securities to institutions individuals arid brokers, has 495

ampoycsand reported a net worth of S13.4 million for the Fisal Yewariding D--e Mer 1

1994.
An examination of requests identified by the Public Records office and publicly availale

broker registration informnation reveal that Gabriel Cetione made four public records requess for

contributor information between February 13, 1995 and April 28, 1995, and that at the tim of

these requests, Gabriel Cerrone was a licensed broker associated with D.H. Blair & Co. Inc.

Given the unidentified D.H. Blair brokees admission to the Public Records staff that he

was using the lists to contact individual contributors to bring in new business, and in light of the

fact that Gabriel Cerrone is among dozens of other requesters employed by D.H. Blair, a

reasonable inference can be made that Gabriel Cerrone obtained the names of individual

contributors for use as sales prospects. Such an inference is further supported by the unusual

nature of these calls and explains why names of only large contributors were often sought.

"Cold-calling" by stockbrokers pitching securities is a popular practice which has recently

resul1ted in new securities regulations aimed at curbing its abuses. See Susan Antilla, Are Ccid-

Coiling Brokers Making You Crazy?, N.Y. Times, July 2, 1995, at Section 3, page 4. In this

case, rather than purchasing mailing lists, Gabriel Cerrone appears to have used FEC contributor

indices as a free source of "cold-calling" sales prospects. As the court made clear in Federal

Election Commission v. Political Contributions Data, Section 438(aX4) prohibits any

3According to Dun and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, DII. Blair Investment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair
Investments is unclear.



commercial use of individual contributor names that subjects contributors to "all kinds of

solicitations." Solicitations for securities or othe investment products ame no differet than tha

RM cowrt's cited examples of solicitations for cars or vacations which it deemed to be prhbhed

under Section 438(aX4).

T'he probable commercial use of individual contributor names by Gabriel Cerrone aSo,9

appears to be knowing and willful. T'he sale and use restriction conspicuously appears on no less

than four documents routinely mailed with each Public Records order. The FEC indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explanation sheet mailed to Gabriel Cerrone with the

requested "Gi" indices also references the sale and use restriction on both sides of the document,

including an extensive explanation under a heading entitled *Restriction on Use of FEC

Disclosure Documents." Finally, the Public Records staff routinely inserts with each mailed

order a general information sheet detailing disclosure documents available in Public Record and

a brochure entitled "Your Guide to Researching Public Records," both of which include

information about the sale and use restriction. In addition to these documents, the staffer inserted

in many of the orders described above copies of a brochure entitled "Sale and Use of Campaign

Information" which explains the sale and use restriction in detail. The Public Records staff is

also trained to verbally recite the restriction to any-one ordering contributor searches.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction bNy Public Records staff,

Gabriel Cerrone made repeated requests for individual contributor mnes for an apparent

commercial use. Therefore, there is reason to believe that Gabriel Cerrone knowing and willfully'

violated 2 LI S.C. § 4-38(a)X4).



FEDERAL ELECTION COMMISSION

March 14, 1I9

Gary Auerbach
68-37 108th Street
Forest Hills, New York 11375

RE: MUR 4320
Gary Auerbach

Dear Mr. Auerbach.

C' On March 5,1996, the Federal Election Commission found that there is reason to believe
vou violated 2 U.S.C. § 438(a)X4), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). T"he Fawtual and Legal Analysis, which formed a basis for the
Commission's finding, is attached for your information.

You may submit any factual or lega materials that you believe are relevant to the
Commission's consideration of thvis matter. Please submit such materials to the General
Counsel's Office within 15 days of your v cipt of this letter. Where aprpIe statemsents
should be submitted under oath. In the absence of additional information, the Commission may
find probable cause to believe that a violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probable cause conciliation, you should so request in
vnting. See IlI C. F. R. § I 1.8(d). Upon receipt of the request, the Office of the General
Counsel will make recommendations to the Commission either proposing an agreement in
settlement of the matter or recommending declining that pre-probable caus cnIlito be
pursued. The Office of the General Counsel may recommend that pre-probable cause

conilation not be entered into at thi*s time so that i a opeeisivsiaino h

matter Further, the Commission %%III not entertain requests for pre-probable cause conciliation
after briefs on probable cause have been mailed to the respondent.

Requests for extensions of time %ill not be routinely granted. Requests must be made in
M-Triting at least fi'~e days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily Will not give extensions
beyond 20 daN s



Gary Auibach
Page 2

if you intend to be reprsented by counsel in this matter. please advise the Commission
by competng the enclosed form stating the name, address, and telephone number of such
counsel, and authorizing such counsel to receive any notifications and othe communications
from the Commission.

This matter will remain confidential in accordance with 2 U.S.C. ff 437WpaX4XB) and
437g(a)(l22A), unless you notf the Commission in writing that you wish the investigation to
be made public.

For your information, we have enclosed a brief description of the Commission's
procedures for handling possible violations of the Act. If you have any questions please contact
Dawin Odrowski, the attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Lee Ann Elliott
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Gary Auerbach MUR: 4320

This matter was generated based on information ascertained by the Federal Election

Commission ("the Commission") in the normal course of carrying out its responsibilities.

2 U.S.C. § 437g(a)X2).

1. ILAW

In order to provide the public with information as to the source of carnpaign ftunding and

to deter corruption and the appearnc thereof, the Federal Election Campaign Act of 197 1, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. 5=c gcnerally 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committees identify each individual who makes aggregate contributions to themn in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX(3XA). Identificaton means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

To balance the public interest in disclosure of campaign funding with an individual

contributors privacy interest, however, the Act also provides tht .. . any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and 11I C.F.R.

§ 104.15. This provision. commonly known as the -sale and use restriction," was enacted at the

time the Act whas created in 1971.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

names sold or used for commercial purposes. 5=~ Advisory Opinions 1995-5. 1989-19, 1988-2.



1990-101.1 In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held that it encompasses commercial purposes that could subject

contributors to all kinds of solicitations, "ije., not merely solicitations for 'contributions' bt

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." Ed@

Me~o . n . PlitW Colriutins ha&943 F.2d 190, 197 (2d Cir. 1991). In

anothe case, the U.S. Cowrt of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmental interest in *reserving the value of a contributor list to the political committee that

creates it."FeeaElcinCmii v nentoaFudnInttt-I" 9 . I10

118(D.C. Cir.) (ccnbm), =. denied 113 S.Ct. 605 (1992).

11. FACTS & ANALYSIS

Beginning in June 1994, the Commission'Is Public Records office noticed a high volume

of phone calls from individuals in the New York City area requesting computer indices listing,

individual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern. The callers,

all from the New York City area, knew little about what information was available except that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party)

I The sponsor of the amendment establishing the sale and use restriction, Senator Bellmon,
stated that the purpose of the amendment was toto protect the privacy of the generally very public-
spirited citizens who may make a contribution to a political campaign or political party." Of
particular concern to Bellmon N'kas Iiiat names of individual contributors would be vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (1971)(remarks of Senator Belimon).



.3.

Senator from [State X]."2 In each case, Public Records filled these orders by maiing the

"eutsters1 copies of the appropriate "0" index.

After receiving several such calls, Public Records staff spoke with one of the callers

about the need for the information and offered to send him more complete lists, for example, all

contnibutocs to a particular presidential candidate, so that the information could be shared with

others who appeared to be in the same group making such requests. The caller explained tha he

was a broker, and in the "(log eat dog world" of investments, needed new contacts to bring in

more business. The caller fiuther explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked wether he was aware of the sale and use restriction, the caller

acknowledged he was. T'he caller also stated that he was employed by D.H. Blair, a New York

brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

K) made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor informatki, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

When Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, "D.H. Blair" and connected her to the sales; division.

According to Dun & Bradstreet, DII. Blair & Co., Inc.. ("DII. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers would say they needed a I Ist of contributors and when asked to
identify a particular political comnmittee, replied "you pick."



underwriting.3 The firm sells securities to institutions, individuals and brokers, has 493

employees, and reported a net worth of S 13.4 million for the Fiscal Year ending December 3 1,

1994.

An examination of requests identified by the Public Records office anid publicly available

broker registration information reveal that Gary Auerbach made four public records requests for

contributor information between November 29, 1994 and January 27, 1995, and that at the time

of these requests, Gury Auerbach was a licensed broker associated with D.H. Blair & Co. Inc.

Given the unidentified D.H. Blair broker's admission to the Public Records staff that he

was using the lists to contact individual contributors to bring in new business, and in light of the

fact that Gary Auerbach is among dozens of other requesters employed by D.H. Blair, a

reasonable inference can be made that Gary Auerbach obtained the names of individual

- contributors for use as sales prospects. Such an inference is further supported by the unusual

nature of these calls and explains why names of only large contributors were often sought.

"Cold-calling" by stockbrokers pitching securities is a popular practice which has recently

resulted in new securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-

Calling Brokers Making You Crazy?. N.Y. Times, July 2, 1995, at Section 3, page 4. In this

case, rather than purchasing mailing lists, Gary Auerbach appears to have used FEC contributor

indices as a free source of "cold-calling" sales prospects. As the court made clear in Eederal

Election Commission v. Political Contributiionsi&Data. Section 438(a)X4) prohibits any

3 According to Dun and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, D.H. Blair Investment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair
Investments is unclear.



commecialuse of individual contributor names that subjects contributors to "all kinds of

solicitationi" Soliitations for securities or other investment products are no diffedn the

MCI court's cited examples of solicitations for cars or vacations which it deemed to be prohibited

under Section 438(a)X4).

The probable commercial use of individual contributor names by Gary Auebmch also

appears to be knowing and willful. The sale and use restriction conspicuously appe aon no less

than four documents routinely mailed with each Public Records order. The FEC indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explanation sheet mailed to Gary Auerbach with the

requested "(G" indices also references the sale and use restriction on both sides of the document,

including an extensive explanation under a heading entitled "Restriction on Use of FEC

Disclosure Documents." Finally, the Public Records staff routinely inserts with each mailed

order a general information sheet detailing disclosure documents available in Public Records and

a brochure entitled "Your Guide to Researching Public Records," both of which include

information about the sale and use restriction. In addition to these documents, the staffer inserte

in many of the orders described above copies of a brochure entitled "Sale and Use of Campaign

Information" which explains the sale and use restriction in detail. The Public Records staff is

also trained to verbally recite the restriction to anyone ordering contributor searches.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction by Public Records staff,

Gary Auerbach made repeated requests for individual contributor names for an apparent

commercial use. Therefore, there is reason to believe that Gary Auerbach knowing and willfully

violated 2 U.S.C. § 438(a)(4).



FEDRALELECTION COMMISSIONW WsWn1 1n, DC 20483

March 14, 1996
Karl Ashe
372 5th Avenue, Suite 6-0
New York, New York 100 18

RE: MUR 4320
Karl Ashe

Dear Mr. Ashe:

On March 5,199%, the Federal Election Commission found that ther is reason to believe
you violated 2 U. S.C. § 438(a)X4), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). The Factual and Legal Analysis, which formed a basis for the Commission's

CK finding, is attached for vour information.

You may submit any factual or lega materials that you believe are relevan to the
cCommission's consideration of this matter. Please submit such materials to the Generl Counsel's

Office within 15 days of your receipt of this letter. Where appropriate, statements should be
submitted under oath. In the absence of additional information, the Commission may, find
probable cause to believe that a violation has occurred and proceed with conciliation.

If you are interested in pursuing pro-probabl cause conciliation, you should so request in
witing. Se 1I C. F. R. §111.1 I8(d). Upon receipt of the request, the Office of the Geneal
Counsel will make recommendation to the Commission either proposing an agrment in
settlement of the matter or recommending declining that pre-probable cause conciliation be

C pursued. The Office of the General Countsel may recommend that pre-probable cause conciliation
not be entered into at this time so that it may complete its investigation of the matter. Further, the
Commission %Ill not entertain requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent.

Requests for extensions of time %%III not be routinely granted. Requests must be made in
~%iting at least fiv~e days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily %kill not give extensions
beyond 20 days.

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



This i n!Ir wifl renud 61 co fidial in accordance with 2 U -S.C. §§ 437WaX)(B) and
4fI'hXI12XA), wmlea you noftify the Comnmission in witing that you wish the investigation to We
in1de puC.

For your infomnation, we have enclosed a brief dscniption of the Commission's
5w000dtes for harodlin possible violations, of the Act If you have any questions, pleasecontwc
Domn (~owskri, the attorney assigned to this matter, at (202) 219-3400

Sincercl,

Lee Ann Ell iott
Chairman

FacbW al aI egal Analysis

p *9 --I'm of Counsel Form



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Karl Ashe MUR: 4320

This matter was generated based on information ascertained by the Federal Election

Commission (-the Commission") in the normal course of cam-yIng out its responsibilities.

2 U SC. § 437g(a)X2).

1. LAW

In order to provide the public with information as to the source of campaign funding and

to dewe corruption and the appearance thereof, the Federal Election Campaign Act of 1971, as

- amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. See 2!!lx U.S. C. § § 434(a) and (b). Moreo% er. the Act requires that

political committees identify each indiv*idual whio makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U-.C. § 434(bX3X(A). Identification means an

N individuals full namre, mailing address, occupation and name of employer. 2 U. S.C. § 431(13).

The Commission must make available for public inspection and copying Copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aK4)-

To balance the public interest in disclosure of campaign funding %ith an individual

contributor's priv~acy interest, however, the Act also provides that" any information copied

from such reports or statements may not be sold or used by anN person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

an%, political committee to solicit contributions from such committee." Id. and I I C.F.R.

§ 104 15. This pro% ision. commonl\ known as the -sale and use restriction, %%as enacted at the

time the Act \%as created in 1971.

Based on the legislati'~e history, of the Act, the Commission has longt determined that a

principal purpose of the sale and use restriction is to protect indi\ idual contributors having their

names sold or used for commercial purposes. See Ad\ isor\- Opinions 1995-5. 1989-19, 1988-2.



19011 In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held thae it encompasses commewrcial purposes that could subjec

contributors to all kinds of solicitations, "i e., not merely solicitations for'contributions' but

solicitations for cars, credit cards, magazinec subscriptions, cheap vacations and the like."

Federal Election Commission v. Political Contributions Data, 943 F. 2d 190, 197 (2d Cir. 199 1)

in another case, the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmental interest In "reserving the value of a contributor list to the political committee that

creates it." Federal Election Commission v. International Fundingt Institute. Inc-. 969 F.2d 1 110,

11. FAMT & ANALYSIS

Beginning In June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

Indiv idual contributors to various campaigns. These phone requests drew attention because they

differe from the type of records requests usually made and seemed to fit a pattern. The callers,

all from the New York City area, knew little about what information was available except tha

they could get lists of individual contibutors and contribution amous. Often, the callers asked

for names of only large contributors to fairl% vNell-kno~n campaign committees such as those of

presidential and Senate candidates or to part% committees. Man%- times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party]

T he spo~nsor of the amendment establ ishi ng the sale and use restriction, Senator Bel lmon,
stated that the purpose of the amendment %%as "to protect the privacy of the generally veix
public-spi rited citi/ens %%ho ina% make a contribution to a political campaign or political party."
Of particular concern to lBcllmon %%as that names of individual contributors would be vulnerable
to list-brokering, thus subijecting them to "all kinds ol solicitations" and possibly discouraging
them from making future contributions 117 Cong Rec 30.057 (1971 Xremarks of Senator
Bellmoni



Senaor from [State XJ.- 2 In each case, Public Records filled these orders by mailing the

requesters copies of the appropriate "G" index.

After receiving several such calls, Public Records staff With one of the callers about the

need for the information and off'ered to send him more complete lists, for examnple, all

contributors to a particular presidential candidate, so that the information could be shared with

others whio appeared to be in the same group making such requests. The caller explaned that he

was a broker, and in the *dog eat dog world" of investments, needed new contacts to bring in

more business. The caller further explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he wvas aware of the sale and use restriction, the caller

acknow~ledged he was The caller also stated that he was employed by D H. Blair, a New York

brokerage firm.

After this call, the Public Records office continued to fill orders that fit this pattern and

in each one, made sure to enclose a *Sale and Use" brochure explaining the sale and use

restriction. Because it appeared that such callers were Impermissibly using contributor

information, a record of such calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

located in New York, either by name or address, and each had the requested indices rmiled to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry- on an order placed by a requester vNho didn't disclose an association with D H. Blair.

When Public Records returned the call to ad% ise that the order had been mailed, a receptionist

ans%%ered the phone, "D H. Blair" and connected her to the sales di'.ision

-Nccording to IDun & Bradstreet. 1) H Blair & Co, Inc, (D 1H Blair") is a Ne". York

corporation that engages in the business of inmestment banking. securities dealing and

Some of the earlier callers %--vuld sav they- needed a list of contnbutors and when asked to
identif\ a particular political committee. replied "\ou pick
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underwiiting.3 The firm sells securities to institutions, individuals and brokers, has 495
emI ap oye, ah d reprte a e ot fS.4 million for the Fiscal Year ending December 31,

1994.
An examination of requests identified by the Public Records office reveals that one of the

requesters. Karl Ashe. made three public records requests for contributor information between

February 13 and March 7, 1995. Mr. Ashe does not appear to be a licensed broker since publicly

available broker registration information does not contain his namne. Ho%%vecr, Ashe appears to

have a connection to D.H. Blair through D.H. Blair broker Gabriel Ceffone. Ashe and Cerrone

made records requests on the same days and alternated giving Public Records the same two

addresses and the same phone number.

Given the unidentified D.H. Blair broket's admission to the Public Records staff that he

- wvas using the lists to contact indi~idual contributors to bring in new business, and in light of the

fact that Karl Ashe is among dozens of other requesters connected to DII Blair, a reasonable

inference can be made that Karl Ashe obtained the nmes of individual contributors for use as

sales prospects. Such an inference is further supported by the unusual nature of these calls and

explains why names of only large contributors were often sought. "Cold-calling" by

stockbrokers pitching securities is a popular practice w~hich has recently resulted in new

securities reguslations aimed at curbing its abuses See Susan Antilla,,Are Cold-Caling Brokers

.thiking YOu ('ran ', N Y Times, July 2. 1995, at Section 3, page 4. In this case, rather than

purchasing mailing lists, Karl Ashe appears to ha~e used FEC contributor indices as a free

Accordirne to Dun and Bradstreet. 1) 1-1 Blair & Co Inc. occupies three floors in the same
Wall Street building as another firm, D H Blair Investment Banking Corp. ("Blair Investments").
Blair In% cz-ments manages mutual funds The precise relationship betv-%een D. H. Blair and Blair
In% estments is unclear



source of *cold-calling* sales prospects. As the court made clear in Ev4cWLE&1igg

Canmission v. Politica Contrutons Data. Section 439(aX4) prohibits any commercial use or

individual contributor names that subjects contributors to "all kinds of solicitations."

Solicitations for securities or other investment products are no different than the K2~ couft's

cited examples of solicitations for cars or vacations whtich it deemed to be prohibited under

Section 438(aX4).

The probable commercial use of individual contributor names by Mr. Ashe also appears

to be knowing and willful. The sale and use restriction conspicuously appears on no less than

four documents routinely mailed with each Public Records order. T"he FEC indices themselves

are printed out on paper containing the statutory sale and use restriction on the bottom of each

page. Additionally, the explanation sheet mailed to Mr. Ashe with the requested "G" indices

also references the sale and use restriction on both sides of the document, including an extensive

explanation under a heading entitled "Restriction on Use of FEC Disclosure Documents.

Moreover, Public Records included in Mr. Ashe's second order a brochure entitled, "Sale and

Use of Campaign Information" which explains the sale and use restriction in detail. Finally, the

Public Records staff routinely inserts With each mailed order a general information sheet

detailing disclosure documents av ailable in Public Records and a brochure entitled "Your Guide

to Researching Public Records," both of mhich Include Information about the sale and use

restriction. The Public Records staff is also trained to v~erbally recite the restriction to anyone

ordering contributor -searches.

Further e% idence of a knowving and willful violation can be inferred from Mr. Ashe's

comment that the contributor information he requested on February 17 was for a "school
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ppojet." Ashe's "school project" request was his second, made after he likely received his first

order of February 13 consisting of the above-described documents containing the Wae and use

restriction.. Moreover, Ashe made this "school project" request a short time after a number of

D.H. Blair employees had already requested and received such orders. Thus, Ashe's statement

appears to have been an attempt to mask the apparent commercial use of the requested

contributor Information, further evidencing knowledge of the sale and use restriction.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction by Public Records staff,

Karl Ashe made repeated requests for individual contributor names for an apparent commercial

use. Therefore, there is reason to believe that Karl Ashe knowing and %illfully violated

- 2 U.S.C. § 439(a)(4).



FEDERAL ELECTION COMMISSION
wAsHINGTON, D.C. 20463

v a March 14, 199E

CER TIIED HASL
RETURN RECENT REMUE

National Association of Securities Dealers
office of the General Counsel
Attention: Luley Chow, Esquire
17 35K. Street, N.W.
Washington, DC 20006

RE: MUR 4320

Dear Ms. Chow-

The Federal Election Commission has the stattoiry duty of enforcing the Federal
Election Camnpaign Act of 1971, as amended, and Chapters 95 and 96 of Tide 26, Unte
Code. The Commission has issued the attached subpoena whtich requires you to provide certain
information in connection with an investigation it is conducting. The Commission does not
consider you a respondent in this matter, but rather a w~itness only.

Because this information is being sought as pert of an investigation being codce by
the Commission, the confidentiality provision of 2 U.S.C. I 437g(a)(12)XA) applies. That
section prohibits making public any investigation conducted by the Commission without the
express %-itten consent of the person with respect to wiomn the investigation is made. You are
adv ised that no such consent has been given in this case.

You ma%, consult wIth an attorney and have an attorney assist you in the preparation of
your responses to this subpoena. However, you are required to submit the information within
330 days of your receipt of this subpoena. All answers to questions must be submitted under oath.

tK)R( A~T f) T( ) KI fPIN( -T HE Pt~ 6, : ( F0%1FD
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(202) 219-3400.

Sr

Da"n Wrowski
Attorny

E 1mw

(~J~ KLA
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INSTRIJCUIS AND DEFINM~ONS

In answering this request for production of documnents, furnish all documents and other
information, however obtained, including hearsy, that is in possession of, known by or
otherwise available to you, including documents and information appearing in your records.

Should you claim a privilege with respect to any documents, communications, or other
Items about which information is requested, describe such items in sufficient detail to provide
justification for the claim. Each claim of privilege must specify In detail all the grounds on
which it rests.

The following request for production of documents is continuing in nature so as to
require you to file supplementary responses or andet during the course of this

Intgto If you obtain further or different information pror to or during the pendency of this
matter. Include in any supplemental answers the date upon wich and the manner in which such
further or different information came to your attention

For the purpose of these discovery requests, including the instrctons thereto, the terms
listed below are defined as follows:-

'Central Registraion Depository (CRD) record" as applied to individuals mean the
computerized record maintained by the National Association of Securities Dealers ("NASD"')
compiled from all Applications for Securities Industry Registration or Transfer (Form U-4) or
amnendmnrts thereto, and all Uniform Termination Notices for Securities
Indust" Registration (Form U5) filed by or for persons employed as brokers in the securities
industry. As applied to companies, -(RD record" means the computerized record maintained by
NASD compiled from all Uniform Applications for Broker-Dealer Registration (Form BD1) and
anv amendments, thereto.

"Persons" shall be deemed to include both singular and plural, and shall mean any natural
person, partnership, committee, association. corporation, or any other t-pe of organization or
entit>

'Documcnt" shall mean the original and all non-identical copies, including drafts, of all
papers anid records of e-,en~ t,.pe, including any information maintained b% computer, in your
possession. custody, or control, or known byw u to exist. The term document includes, but is
not limited to books, letters- contracts. notes. diaries, log sheets. records of telephone
communications, transcripts. '%ouchers, accounting statements, ledgers, checks, money orders or
other commercial paper, telegrams. telexes, pamphlets. circulars. leaflets, reports, memoranda.
coirrespondence, sur-,eys. tabulations. audio and % ideo record]igs. draw~ings, photographs,



AUR 4320
9"1 ka to Produce Documents
NASD
Page 4

graphs, charmi diagrams, lists, computer print-outs, and alt other writings and other data
cmpilationts from which information can be obtained.

"And" as welt as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and request for the production of docIUmen1- ts any
documenits and materials which may otherwise be construed to be out of their scope.

REQUEST FOR DOCUMENTS

I Provide a complete copy of the Central Registration Depository (CRD) record for the
following persons*

a. Abramov, G Il
b. Antin, Scott
c. Arlia, Chris
d. Auerbach, Gary
e. BauerJohnL.
f Belisano, Anthon%
g. Bodner, Michael
h. Brimfield Jonathan
i. Cerrone, Gabriel
jCortopassi, Matthew

k. Dalton, David
1. Dawkins, Harrn

m. Donovan, Riar
n- Fields, Howard
o. Foster, Man
p. Frankel, Lawrence
q. Genovese, Matthew
r. Goodman, Keith
s Heilman, Jamie

tHermann, Stefan
u Holmes, WValter
% Hooshmand. Michael
m. II\de, Scott
x Jones, Kein
y~ Katz, ichael
z Kent, William

aa Kiriakakis, Nick
bb. Kirschenbaum. )auid
cc Kohler, Peter



MUR 4320 MW 1w
Subpoena to Produce Documents
NASD
Page S

dd. Koppell, Josh
e Kotsakis, Thomas
ff. I arisma, Lawrence

gg I -ederman, Scott
hh l.tcalsi, Mike

ni [ichaw, Stev~e
jj -Lichtenstein, Michael

kk. Lick, Richard
11. Matagano, Ted

mm. Matthews, Wayne
nn. Mayblum, Adam
oo. McCarron, Peter
pp. McConnel, Barbara
qq- Muller, Henrv
ff. Miller, Peter E.
ss. Nixon Greg
tt. Orlando, Darren

uu. Peluso, Anthony
'tx. Sely, Jason

0v-v. Rosenfeld, Jason
ww. Schnipper, Daniel

yv Sheehan Stan

zz. David Smith
aaa. Richard Smith
bbb. Sty fco, Dav'e
ccc. Terboss, Craig
ddd. I 1lch, John

2. Pro. [de a complete copy of' the Central Registration Depository (CRD) record, if any, for
the following companies:

a. [DIt Blair & Co., Inc.
b [)1I. Blair Investment Banking Corp.



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 4320

SUBPOENA TO PROM DOCMENT

10. National Association of Securities Dealers
Office of the General Counsel
Attention: Luley Chow, Esq.
1735 K St..N.W.
Washington, D.C 20006

Pursuant to 2 U S C. § 437d(aX3), and in furtherance of its investiption in the above-

- ~captioned matter, the Federal Election Conumission hereby subpoenas the dcmnsliste on

the attachment to this subpoena.

Notice is gi%-en that these documents must be submitted to the Office of the General

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

3.~0 days of your receipt of this subpoena. Legible Copies which, where applicable, show both

sides of the documents mnay be substituted for originals.



R4320
Ito NleducDcuet

14ASD
Pape 2

WHEREFORE, the Cliaifman of the Federal Election Commission has herewuno set her

band in Washington. D.C. on this d~ day of -- 4A 199.

For the Commission,

Le nElli~
Chairman

ATTEST:

Scmt~y to the Commission

AttcM et
Instiucflom and Definitions
Document Request (2 pages)



FEDERAL ELECTION COMMISSION

t~rN T0% C 2 461 M arch 14. 1996

REWN RECEIP REOUESTED

Kenton E. Wood, Chairman
D.H. Blair & Co.. Inc.
44 Wall Street
New York, NY 10005

RE- MUR 4320
D.H. Blair & Co., Inc.

- Dear Mr. Wood*

On March 5, 1996, the Federal Election Commission found that ther is r~nto believe

- D H. Blair & Company, Inc. violated 2 U.S.C. § 43(a)X4), a provision of the Federal Election
Campaign Act of 1971, as amended ("the Act"). The Factual and Legal 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 ame releva to the

Commission's consideration of this matter. Statements should be suibmitted wnder oawh All
responses to the enclosed Order to Submit Written Answers and Subpoena to Produce Dcuments

must be submitted within 30 days of your receipt of this order and subpoena- Any additional
materials or statements you wi~sh to submit should accompany the response to the order and

subpoena. In the absence of additional information, the Commission may ind probable cause to

belie% e that a violation has occurred and proceed %%Ith conciliation.

You may consult W"Ith an attorney and have an attorney assist you in the preparation of

sour responses to this order and subpoena. If you intend to be represented by- counsel, please

ad% Ise the Commission by completing the enclosed form stating the name, address, and telephone

number of such counsel, and authorizing such counsel to recei%,e any noti fications and other
communications from the Commission.

If %ou are interested in pursuing pre-probable cause conciliation, you should so request in
Srtn S ee 11 C FR § Ill 14d) Upon receipt of the request. the Office of the General

Counsel %%ill make recommendations to the Commission either proposing an agreement in

settlement of the matter or recommending declining that pre-probable cause conciliation be

pursued 'The Office of the General Counsel may recommend that pre-probable cause conciliation
not be entered into at this time so that it may complete Its investigation of the matter. Further,

-((h n - ' I) - ,A -
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requests for pre-probable cause conciliation %%III not be entertained after briefs on probable cause
have been mailed to the respondent.

Requests for extensions of time wIll not be routinely granted. Requests must be made in
writing at least five days prior to the due date of the response and specific good cause must be
demonstrated In addition. the Office of the General Counsel ordinarily will not give extensions
beyond 20 da% s

This matter will remain confidential In accordance with 2 Li S.C. §§ 437g(aX4)XB) and
437saX 12XA) unless vou notify the Commission in writing that you %%ish the Investigation to be
made public.

For your information, we have attached a brief description of the Commission's
procedures for handling possible -.1olations, of the Act. If you have any questions, please contact
Dawn Odro%%-.ki, the attorney assigned to this matter, at (202) 219-3400.

Sincerel%,

4LA 4n~l Iiott
Chatirman

Fnclosures
Order and Subpoena
Factual and Legal Anal% sis
Procedures
Designation of Couns-el Form



BEFORE THE FEDERAL ELECTION COMIMISUON

In the Matter of)
)MUR 4320

TO: DH. Blair &Co.,lnc
Kenton E. Wood, Chairman
44 Wall Street
New York, N.Y. 10005

Pursuant to 2 U. S.C. § 437d(a(I ) and (3), and in furtherance of its investigation in the

above-captioned matter, the Federal Election Commission hereby~ orders you to submit written

- ans'ers to the questions athad to this Orderad suWn you to pmodm thej Plcmncnt

requested on the attachment to this Subpoena. Leille copies *hiich, where applicable, show

both sides of the documents may be substituted for originals.

Such ans%%rrs must be submitted under oath and must be forwrd ton th Ofic oft

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

-% along %%ith the requested documents w'Ithin 30 days of receipt of this Order and Subpoena.



k"i 4320
Suboen ad Order

D.H. Bar & Co. Inc.
Page 2

WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her

hend in Washington, D.C. on this jIY day of h 4L 1996

For the Commission,

Chairman

AlTST:

Secretty to the Commission

Attachment
Instructions & Definitions
Questions & Documnent Requests



NMIU 4320
Subpoena and Order
D.H. Blair & Co. Inc.
Page 3

In ans%%enng these interrogatories and request for production of documnent, firmish all
documents and other information, however obtained, including hearsay, that is inpossso of.
known b% or otherwbise m~ailable to you, including documents and information appearing in your
records.

Each answer is to be given separately and Independently, and unles specifically stated In
the particular disco~ery request, no answer shall be given solely by reference either to another
answer or to an exhibit attached to your response.

The response to each interrogatory propounded herein shall set forth separtely the
identification of each person capable of furnishing testimony concerning the response given,
denoting separatelK those indi~iduals who provided informational, documentary or other input.

- and those who assisted in drafting the interrogatory response.

If you cannot answer the following interrogatories in full after exercising due diligence to
-~ ~ seure the full information to do so, answer to the extent possible and indicate you iailityt

answer the remainder, stating whatever information or knowledge you have concerning the
unanswered portion and detailing what you did in attempting to secure the unknown infonnation.

Should you claim a privilege with respect to any documents, communications, or other
items about which information is requested by any of the following interrogatones and requests
for production of documents, describe such items in sufficient detail to provide justification for
the claim. Each claim of privilege must specify in detail all the grounds on which it rests.

Unless otherNise indicated, the discovery request shall refer to the time period from
December 1994 to present

The following interrogabories and requests for production of documents are continuing in
nature so as to require you to file supplementary responses or amendments during the course of
this in% estigation if you obtain further or different information prior to or during the pendency of
this matter Include in any supple~mental answers the date upon which and the manner in which
such furth.er or different information came to vour attention.

DEFINITIONS

For the purpose of these disco~ery requests, including the instructions thereto, the terms
listed bc-lo are defined as follo%%s
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I-bpoen and Order
Di. Blair & Co. Inc.
Page 4

..You" or "D.H. Blair" shall mean, D.H. Blair & Co. Inc., the named respondent in this
action to who~m these discover requests are addressed, including all officers, employees, agent
or attorneys thereof

Cold calling" shall mean the unsolicited contact of persons for the purposes of buying or
selling securities or other investment products and services or to determine interest in buying or
selling such products and services

"Persons" shall be deemed to include both singular and plural, and shall meant any natural
person, partnership, committee, association, corporation, or any other type of organiization or
entlity.

"Document" shall mean the original and all non-identical copies, including drafts, of all
papers and records of every type, including any information maintained by computer, in your
possession, custody, or contro!, or known by you to exist. The term document includes, but is
not limited to books, letters, contrats, notes, diaries, log sheets, records of telephone
communications and facsimile transmissions, transcripts, vouchers, accounting statements,
ledgers, checks, money orders or other commercial paper, telegams, telexes, pamphlets,
circulars, leaflets, reports, memoranda, correspondence, suveys, tabuations, audio and. video
recordings, drawings, photographs, graphs, charts, diagrams, lists, computer print-outs, and all
other wintings and other data compilations from which information can be obtained.

"Identify* with respect to a document shall mean state the nature or type of document
(e.g. letter, memorcandum), the date, if any, appearing thereon the date on which the document
was prepared, the title of the document the general subject matter of the document, the location
of the document, the number of pages comprising the document.

"Identify " %ith respect to a person shall mean state the full name, the most recent
business and residence addresses and the telephone numbers, the present occupation or position
of such person, the nature of the connection or association that person has to any party in this
proceeding. If the person to be identified is not a natural person, pro-wide the legal and trade
names, the address and telephone number, and the full names of both the chief executive officer
and the agent designated to receive service of process for such person.

"And" as w&ell as "or" shall be construed dis-juncti'el%- or conjuncti~ cly as necessary to
brinu xwithin the scope of these interrogatories and request for the production of documents anv
documents and materials %Nhich mnav otherwis],-e be construed to be out of their scope.
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QUTESTIONS AND REQUESTS FOR DOCUMT

1. Provide a list of all D.H. Blair & Co. Inc. employees who engaged in buying or selling
securities or other investment products or services, or who assisted such persons, during the
period between Decemboer 1994 and present. Indicate each employee's position, and dates of
employment.

2. Identify the parent company and subsidiaries of D.H. Blair & Co. Inc.

3. Identify all D.H. Blair & Co. Inc. employees, agents or contractors who were responsible for
supervising brokers and other registered representatives between December 1994 through
present

4. Identify all persons with knowledge of D.H. Blair's telephone system as it pertains to billing
reports and any monitoring or recording system(s). As noted in the instructions, provide the
present position of each such person~s).

Document Re~uests

1. Provide copies of all organizational charts of D.H. Blair & Co. [nc. in effect during the period
of December 1994 through present.

2. Provide copies of all documents concerning, relating to or addressing company sales
practices, particularly with regard to the development of prospective customers and the practice
of "cold calling," including but not limited to employee handbooks, training manuals and
materials, and company guidelines

3. Provide copies of all documents relating to any requests for information from the Public
Records Office of the Federal Election Commission as well as all documents relating to use of
infiormation so obtained.



FEDERAL ELECTION COMMISSION

FACTUJAL AND LEGAL ANALYSIS

RESPONDENT- D.H. Blair & Co., Inc. MUR: 4320

This matter wats generated based on information ascertained by the Federal Election

Commission ("the Comnmission'") in the normal course of carrying out its responsibilities.

2 I S.C. § 437gaX2).

L LAW

in order to provide the public with information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 1971, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. Se goggl1y 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

- political committees identify each individual whio makes aggregate contributions to them in

K) excess of S200 within a calendar year. 2. USC*4b3A.identification means an

,ndividuars full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

Th Cmmssonmut ak aalable for public inspection and copying copies of reports and

statemnrts filed with it within 48 hours of receipt. 2 U.S.C § 438(aX(4).

To balance the public interest in disclosure of campaign funding with an individual

contributor's priacy interest, howe~er, the Act also provides that" any Information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes. other than using the name and address of

many pol itical committee to sol icit contributions from such committee. ld and I1I C, F R.

§ 104 1 5 This pro-.ision. common]\ known as the--sale and use reStriction,- \%as enacted at the

time the Act %%as created In 1971.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

nanies sold or used for commercial purposes. See Advisor Opinions 1995-5, 1989-19, 1988-2.



1980-01.1In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held that it encompasses commercial purposes that could subject

contributors to all kinds of solicitations, "i.e., not merely solicitations for'contributions' but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like."

Federal-Election Commission v. Politica Contributions Datm 943 F. 2d 190, 197 (2d Cir. 199 1

in anothe case, the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmental interest in "reserving the value of a contributor list to the political committee that

creates it. "Federal Election Commission v. International Funding Institute. Inc. 969 F.2d 1 110,

I1118 (DC.Cir.)(enbhAM), cert. denied, 113 S.Ct. 605(1992).

IL FACTS & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

indvidual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern. The callers,

all ftrm the New York City area, knew little about wAhat information was available except tha

they could get lists of indi~idual contributors and contribution amounts. Often, the callers asked

for names of only large contibutors to fairly w~ell-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of p"]'~

The spoinsor of the amendment establishing the 7,afe and use restriction. Senator Bellmon,
stated that the purpose of the amendment )xas "to protect the priacs, of the gvenerally %erv
public-spirited citizens who ma% make a contribution to a political campaign or political party"
Of particular concern to 13elwlmon %%as that names of Individual contributors would be vulnerable
to list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouragiti
them from maki ng future contributions. 117 Coine Rec .30,0570t971 Xremarks of Senator
l3ellmon
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Senator from [State XJ." 2 In each case, Public Records fitted these orders by mailing the

requesters copies of the appropriate UGS index.

After receiving several such Public Records, staff spoke with one of the callers abot the

need for the information and offered to send him more complete lists, for example all

contributors to a particular presidential candidate, so that the Information could be shared with

others who appeared to be in the same group making such requests. The caller explained that he

was a broker, and in the "dog eat dog world" of investments, needed new contacts to bring in

more business. The caller fither explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

ackaioiclged he was. The caller also stated that he was employed by D.H. Blair, a New York

brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern but made sure

to enclose in each order a "Sale and Use" brochure explaining the sale and use restriction.

Because it appeared that such callers were impermissibly using contributor information, a record

was kept of subsequent calls fitting the pattern. Such requests have continued

Approximately nine requesters disclosed an association with Di-!. Blair, a brokerage firm

located in New York, either bv name or address, and each had the requested indices mailed to

them at the firm Additionally, in February 1995, Public Records received a follow-up phone

concerning an order placed by Nick Kinakakis When a Public Records employee returned the

call to advise that the order had been mailed, a receptionist ans%%ered the phone, "D.H Blair"

and connected her to the sales division

Accordirw! to Dun & Bradstreet. D H W3air & Co, Inc . ('I)H BAIlair") is a New York

corporation that engages in the business of in% e,_.iment banking. secunties dealing and

-Some of the earlier callers would say they needed a list of contributors and when asked to
identit\ a particular political committee. replied "%ou pick"



underwriting. The firm sells securities to Institutions, individuals and brokers, has 495

employees, anid reported a net worth ofSl13.4 million for the Fiscal Year ending December 31,

1994.

An examination of requests identified by the Public Records office and publicly available
broker registration information reveal that a large number of requesters appear to be somehow

connected to D.H. Blair. Some appear to be brokers currently or formerly employed by DI.

Blair. Others either asked that the indices be mailed to them at D.H. Blair's offices or gave

Public Records home addresses and'or phone numbers that duplicate addresses and phone

numbeirs of current or former DI-i. Blair employees.

Given the unidentified 0 H. Blair brolbers admission to Public Records staff that he %-As

using the lists to contact individual contributors to bring in new business and in light of the fact

that such a large number of current or former D.H. Blair employees requested individual

contribuor information, a reasonable inference can be made that D.H. Blair employees were

obtaining the names of individual contributors for use as sales prospects. Such an inference is

further supported by the unusual nature of these calls and explains why names of only large

contributors were often sought. "Cold-calling" b stockbrokers pitching securities is a popular

practice vwhich has recently resulted in new securities regulations aimed at curbing its abuses.

See Susan Antilla, Are ( old-Calling Brokers Muktig You Cra-v'. N Y. Times, July 2, 1995 at

Section 3. page 4. In this case, rather than purchasing mailing lists, some D IA Blair employees

appear to he using FFC contributor indices as a free source of "cold-calling" sales prospects. As

the court made clear in Federal E-lection Commission %. Political Contributions Data. Section

438(a 4) prohibits anv commercial use of individual coninbutor namnes that subjects

contributors to "all kinds of solicitations." Solicitations for securities or other investment



products are no different than the PQ court's cited examples of solicitations for cars or

vacations whtich it deemed to be prohibited under Section 438(a)(4).

T'he probable commercial use or individual contributor names by D. H. Blair employees

also appears to be knowing and %illful. The sale and use restriction conspiuously appears on

no less than four documents routinely mailed wIth each Public Records order. The FEC indices

themselves are printed out on pape containing the statutory sale and use restriction on the

bottom of each page. Group Attachment I at 1 . Additionally, the explanation sheet mailed %ith

the (G index also references the sale and use restriction on both sides of the document, including

an extensive explanation under a heading entitled "Restriction on Use of FEC Disclosure

Documents." Group Attachment 1 at 2-3 . Finall%', the Public Records staffinetwthac

mailed order a general information sheet detailing disclosure documents available in Public

Records and a brochure entitled "Your Guide to Researching Public Records," both of which

include information about the sale and use restriction. Group Attachment I at 4-7. In addition

to these documents, Public Records inserted in many of the orders at issue here copies of a

brochure entitled "Sale and Use of Campaign Information" which explains the sale and use

restriction in detail. Attachment 1 at 8-1 1 The Public Records staff Is also trained to verbally

recite the restriction to any one ordering contributor searches.'

Further e% idence of a knowing and willful % iolation can he inferred from the fact that some of
the requesters began telling Public Records staff that their records requests were for school
projects or educational purposes. In tx~o such instances. requesters connected to D.H. Blair
made these comments after Public Records had mailed one of the requesters and other D H.
Blair eniplovees orders that included the above-described documents containing the sale and use
restriction Thus. these -school project" statements appear to be attempts to mask the apparent
commercial use of contributor information, further e'idenclng know~ledge of the sale and use
restrict ion-



DesOk-pite the prominently featured references to the sale and use restriction in multiple

documents sent to the requesters and oral notification of the restriction by Public Records staff,

requests by D. H. Blair employees for i ndm Vdual contributor names have continued for more than

a year and a half The large number of D.H. Blair-connected requesters, many of whom hawe

repeatedly requested contributor lists (valuable information for persons seeking to make contacts

in the securities industry), suggests that such activity %ws either implicitly or expressly

encouraged by the corporation. Indeed, the likely use of contributor names from FEC reports by

its employees to solicit sales inures to D.H. Blait's benefit.

Based on the foregoing, therefore, there is reason to believe that D.H. Blair & Co., Inc.,

0K knowing and Willfully violated.2 U.S.C. § 438(aX4).
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CONTRIBUTOR LIST
(G.INDEX)

~TSPVL DY~D R4 TISi INDRX?

~e~i~bguiM~inW V 5500, ieftS Wnkin contributlibm (o ltof d ofen m$500 may spwPa due to varied threshlds Of daa entrY levels. For exampte,

* ~ ~ oai tob WMNivISbm wk oeadlsf amount (Noed by amrngivs mber.)

* Im yrni * iv~i~segodw of mommi (Noted by a uteptive amnber.)

* C6~AUm~cui mmNemsimilvdltomolter. (Thos cow"Wbiiom affecoad wre mooed with "REAL after their nunca. A negative number indkcsed the individual's total

lhdh to dornal wrn med by dos Wosal A poukive aumtber Widlcna tmacun reallocated to mnother individual. Available for 1980 and wearie cycles.)

PLEAS3NPOMTIDIVIDIJALCOKFIBLUflONS REPORED ON RECENT IMS IN THIS ELECTION CYCLE, OR IN THE 9 MONTHS AFTER THE ELECTION. MAY

a laUm& ON THI IDE DUE TO THE VOLUME OF INORMATION BEIN ENTERED IMT THE DATE BASE.

I R~O0THi~~1EC11STATE D~ATE OF RECEIPJEXPENITURE AMOUNT

NEW YM. MYOM 30 OMR 8 GENERAL 510

M0, CONIMIW METIOE APRIL 30 ARTERI.Y

011,LGTMTYPE OF RIIMEITIXPENITURE IREPORT ON WHICH ENTRY ELECTION

- I CAN BE FOUND

FEC COMPUTER NO. OCCUPATION

UJ1 7031307TKUS INFORMATIO

e AN 4M kn - rpued by do cmdWD ad cinmIass ad is subject to ch on Se by amendment or FEC audit.

* Ain m ~i- repflhd Decaas o I~mumumc~ in epoulag olua's NNWs. it is difficult to verify whethe two apparently similar nanes are the same individual.

Ihmhdss, V Ior lbsw oom~twodWIfm inividuls my appeor ah he oNne p em..

* esm Ihuosa refumb myopwbefore Asoriglowcustomn -o in the litafg because of inconsistencies in the way a contributor's namne was reported.

*THES MIURES SHOUJLD NOT BE USED AS AN INDICATION THAT LIMflS HAVE BEEN EXCEEDED. BUT AS A GUIDE FOR FURTHER EXAMINATION OF THE

REPORTs THOMELVES.
e*ilthapon is avaikkie for public review at the Fedra Election Commission. 1Provided. that any information copied from such reports and statemfent shall not he sold ot utilured by

my peom fordo p- p osolicifgcontibutions or for mny commiercial pwpose other than using the name and address of any politcal commite jou ilcsij co(nti bull(*,, (rumn such

innmin.(2 U.S.C. Section 438(aX4) ATTACB)(ZVT--
Pott /0



SECT ION I of the Index relates to individual mtreeons, including individalcoistrludons d individua oan ctvity.SEWflON 5 itemi.es racptor expenditure trnsactions with another policalcommitwe. (Trmuetkmswithcanidatomesvgo-ded foelectioacycluuturwlo 1964.) Wsm*A k
rucaIplI from Andividuals such as

Transfers In. Lamis Roccavcd. Refunds. and In- Kind Contribution Reunds. It may di includeapotndiwes to individials such asLouw made, ~ ) ynow.0 NOW N11111066Transfers Out, Expendliturei Against, Independent Expenditures, Honoraria. and Re-Count Vote Contributions.

REVtRICTION ON UiSE OF FEC DISCLOSURE DOCUMENTS
The Federal Election Camnpaign Act of 197 1, as amendod, and Commission Regulations contain broad restrictions on fte of information in FEC disclosmi dociuneats A personcontemplating use of FETCA report for any commercial purpose or to solicit contributions of any kind should be aware of these limitations
1Tale 2. United Solses Code, Section 438(aX4) provides: " ... information copied from (FEC disck4ur) reports and statemnsal notW be sold or atilised by my p ero for ft purposof soli ng conbibuom or for any coinmercia purpose, other tha using the owm d dress o( any politica commit t somicit contibutions ftom suhcoi..i
Commission Regulations (I I CYF.R. 9 103.13) at: "Any information copied or otherwise obtained from anyrepon or stmmia. or copy, rep oducdon. or puhliauim *umal, OWswith the Commission, Clerk of the House. Secretary of t Senate, or any Sectetwry of Stat or othe equvalst chief State ectim offcer, sdol no be sold or stiliasi by my pemaw (W *purpose of solicitung contibutions, or any commnercial purpose, except that the on wid address of any political commniuse my be used lo, solicit conwibutiam fkm suh r RmIs 11purpose of the sa tion. 'miy coimeiial purpose' doex not incluide the sale of newspapers. magazines. books. or other similar coomunications, the principal uroeOfwic

communicae lists or other information obtained from a report filed =nosed shove."
The prohibition on the sale or use of informion copied from FECA report prohibits. for example. the use of such informssi o ompile a malglist for sormatOW. Theproibidmon the wse of such information so solicit contrbutions is not limited to comrbla ohb-os w Feal cuidideses but toaoil co -01bodone whsdarpolislmL cliersarashw. k is wfm odkW.dfor example, to information in disclosure reports to solici coneributions so a wo teo local candise or lo, a referenidum coops*%, or o a dwky or ether inmenolkA pu I -Information obtaine from FECA disclosure reportso, my"mo be used for my commsuial prpose. A. esmpleiwod be cowqf a sim*in Nt so hestopmdaseirvices, whether or not for profit. An exception s mde forsuchsof ifmuo.copied hao FECnreort in news media ad bookaevn mtoq.*hlamwsmacs..jud

the principal purpose of the publication is not reprit disclosure repast.4
Violations of 2 U.S.C. 1438(aX4)mw poishbbeby psymeofacivillewt pmdsydp$1O ertwIcedthenounsofshdo ismd whlchevelspur. (e2U.C437ghconcerning the use of disclosure docvumet should be addressed to the Pu~le Rewn Ofie.I
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FEDERAL ELELTIN CONHISSIUN
PUBLIC WEORDS

7.NWTIMS me5 D1ISOiNG ARQUIR~eHUF

"W Federal aElcki aon Cama~ Act of 1911, as Amended,
upaesdtaldcampI fow repot s onuwqmte "On tures from can~i tritatin saWdex ia sfo

Fede0ral ofice and tfeir auPporting PRi tc CA
Cowlmite as Well atfifi v~duals and committees making
0penditures on be hal of a candidate. These reports
&t filed inca quarterly, (optionsl - monthly), and
re/post eet ion basis. One the reports are filed,

heysq ade available I ortpublic isetont within
lot -ighthours of receipt, as require~ by law.

REVIEVIG OFFICES

f ederal Election Commission Public Records Office, 999
street1 N.M. woVshnt , A.M t2

ARbe oaiy at rifa;a phrve a I ewt!: r it
c fnItrnanc: filied since Aprl l7  91 (~t ngt

0 C tv da&te of thq FECA) r 1edtly ava tlbleffir
pu lic inspection and copyig thuhcndae fo
teU.. Senate and House of Re resentat ives orlgially
I [lewth the Secretary of the Ieaq4dteCeko

the Hquse respectively, copies ofal documents are
translferred to the FEC fo processing and review.

Clerk of the U.S. House of Representatives Office
-4 1 s an41egitratlons, Room 1026 Longvorth House
IIIce lldraVashington, DC2B5Spn from 9 to
? Fids F 13 fesoriginaloreports ldb

W.MW C toy- 1 1 heU.S. House of Representatives and
thei peron&committees.

Secretary of the U.S. Senate Office of Public Records
Mart Senate Qfice Building, Room 232, Vashington, D.t.
20510 (@en from 9 ~o5 Honday-Friday) offers
,original reports filied Lv candidates Ior the U.S.

emto and their personal 
committees.

ere tary of State Off fijsC pies of rprts from
At$ owI ral off a their political

yeeu ni rese n t tate aoual also b
filed yith, t~if patic1 a r Secre ttryo 0 state, r

ITvat State olficer sho of [ice is usually
IflCated in the dtate Capitol. A current list of those

Ices With add resses and phnnubers is availabl
tom he FEC Public Records Office.
FM EULIC WEORKS -- WHAT IS AVAILABLE

Ittmnso addc and designation of
St *t to of Of anifati, of ?Piiicf ICCommittee
* affte Mubath o 07 Po It c ommittee

a Co mtaion C tBy oortions Labor
Organizations,C emtership rgan izations and Trade

*Debt Setemn Statements

Presidential Financ iai Disclosure Reports submitted by
Presidentia 1 candi dates as required by the Ethics In
Government Act.

FEC Reports

*FEC 1eports ~n Finanqial Activity and Disclosure
Series (pulshed Index es which consolidate and
star Ize data,
takqn from the financial disclosure reports)

*DaAI updated oupg4 er printouts of various FEC
indaies as avaIla le

aIndex at ly lticandidats Political Committees
*Index oi al Ic eistered Political Committees
*Index of all Fedeal, Candidates
*Index of Political Committees and Their Sponsors
*Index of Sponsors and Their Political Committees

These Indexes meet various requirements * the law
wh ich d it ct the FEC to publish lists and cross
indexes of reports and statements.

The Indexes are designed to make a mass amount of data
in the atq~temen s ano reports more accessible and
unde~stan a le [or tbe public Some of these Indexes
may locust [or example, on selected political
committees crt as Indexed against the candidates they

up~tand Ih amount of financial support. or the
tutallina cial activitrt(receipts and expenditures)
at? a candidates or commi ~ee.

*Comlete set of Advisory Opinion Requests, Advisory
0in on161Oginion Requests and comments submitted

*All cosed compliance actions.
aAudit reports Iincluding audits previously done by
the AO.Commission memoranda salenda Items,
agendas, certifications for closed meetings and
minutes of all Commission meetings.
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Reviewing Reports/
Th IEC Public as ords Office is a library-lI
facility vigh amp I work pa e. roqrence tafess MW aknovi1 dgeab e stalI to I Ip loc~ to dol mnts.
micro 1l. is the officia 1 ecor 0 o M al. dque tle

21g 192 Them be vieved and copi* e ro several
reaarprntesen~~eoffice. P jples o0 the

more recent reotsayell a;C=eona r u
per pag e. Because the reportj are ruf red to include
1isting of every receuptandi 3? n~tre in excess of

f'20, &,1mpl rev eey I olye numerous reports with
many gages. for general roe rejcc. however s~ch
repor includes a summary pa *e or that prlod3 as veill
as year-to-datt totals listing amounts ot totali
receipsl oa expenditures, cash on hand, debts owed,
and ofter btreakdovns.

copyinag and Orderinag Reports

Copies of a I1 statements. commission I ssyan~es and
reports on fIle with the FEC are avaiflable tol purchase
for V.05-. It per page. Anyone visiting t Ie 0 o c may
use the photocopy machines or the microfilm
D
reader- printer2 for copy ing all or part Q f any reort.
The Office is o n 9 .0. to p 5Pm Hondaytho39h,
Friday. ExtendeP3 office Ihqurs may 60 an ounc during
reporti ng per nd. The Off ic ia local*d at 97
Street, N.V.(P2 194140) Copies ar3 also avalable by
vriting the FEc at the w. lvng addreasu

PUBLIC RECORDS OFFICE
FEDERAL ELECTION CONISSION

WASHINGTON. D-6. 20463

or calling toll-free1 600-424-95)0. All mejl.requejt2
for repor as should c try identify the full nams of
the candilatq or commitee rerwmsg the specific
report(s) and the yearit) des I e. 6 ce a request i
received a paecount is dq in ordtr to compute h
cqpy charge. Te Indexes, qr amydocupen ivel
*Ztr JIwarcl 197 I r d;hubic pdmac& reporth a i mman" j~

"a le t OW
tims 0 on c; F t Y31 "Wa"

Note thana"ceo Cr ,(at gc as o dnu rm

:tio Cmpig Ac of 1971. as amended,
wuatjOng Iopj1i6brfad rostrictiomsorrt on In isc esar cuems.atr1nause ,fEC rpe sfay

Ise or to pselIc con ibAt ions o a

Titi;1 2, United States code, Section 438(a)(4)
provides:

0.. INFORMATION COPIED PRO" (FEC DISCOSURE
REPORTS AND STATENIS MAY NOT BE SOLD OR US9D BY

AN' JESONFORTU PURPOSE OF SOLICITING
CON' BUTOSORt FOR ANY CONECIAL PURPOSES,

OTNU TBAN USING TlIE NAME AND ADORKSS OF ART?
POLITICAL COMITTER TO SOLICIT CONTRIBUTIONS FRON
SUCM CONNI'ITEE.0

Con Ission logulations III CFI S 1O4.151 tae

It Is
WIno

ANTr NRM ATION COPIE OR OTUERVISZ OBTAINbD0148OANTRPR OR STATR @ OR ANT COPY
REPRODUCTION, ORt UBLICATION THEREOF FI~LD VITU
THE COMMISSI6N, CLERK or TUE HOUSE iHRTART or
THE SENATE, OR ANY SECRETARY OF STATE ORt OTUER
EQUIVALENT STATE OFFICER, SHALL NOT 1F SOLD OR USE

BY ANY PERSON FOR TUE PURPOSE OF SOLICITING -
CONTRIBUTIONS OR ANY COMMERCIAL PURPOSE EXCEPT
TEAT TRE KANE AND ADDRESS OP ANT POLITIMA V,
CONNI'1'IEE NAT BE USED TO SOLICIT CONTRIIUTIONS
FMON SUMU COMMITTEE.

th refore unlavful. for example, to usemat ion (except thq a 0es ad addresses of d c4
polit cal committees) in disclosure rqPorts to solicit
co tibutions to a state or local canddate, or to a
rerendum campaign or to a charity or other
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The Exception
Th "I and use* restriction does nlot, however,

apply to the use of individual contrbutor inormatin in
not-SIPrs, magazk,s books Or Similar conmmunea

ep c @1 aAy. 1I CFR 104.15(c).
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^pun#t", comii.*, msu la iu lowi one of a ms

names an addresse of Individual cotrbutos are
being used illegally. A political ommitte may Wpins
throughout or *"ft* each repor with up to ten fictitious
names. 11 CFR 104.31(e).

Salting can be doeb takting a porton of the
subtotal for unitemized contributions and aflocating ft.
as itemized contributions, among several fictitious
contributors. The committee itemizes eaich fictitious
contribution on a Schedule A, providing a real address
(such as the address of a committee worker) for each
fictitious contributor. The committee must adWs It
subtotals; for Itemized and unitemized onritions
accordingly on t Detailed Summary Page. If a
solicitation or commercia maln Is sen to on~e of Ohe
fittous names, te Comite wil know that s0Iomeon
has Illegally used t11e names of Cont11butors dKscose
on it reports. The commite may fie a compain with
the FEC (see below).

When a committe uses fictitious names oh.a report
the list of fictitious contrbibutions should be sent under
separate cover directly to t Commission's Reports
Analysis Division (not t Clerk of the House of
Representatives or the Secretary of the Senae, or the
appropriate state fiing office) on or before t date the
report conftanng the fititiou names Is filed. The
fictitious names will be mainied IU by the Commission
and will not become part of the public record.

Treasureeb .WW .wbgANelbfitu kaWA aiim#loam

voaonof t sol anW use reekllon.

Filing aCo pan
If you believe t sale and use eb Icln hes beiti

violatd, You may fil a complaint with fteFEC. SOWd
theCommissionamlettr plainrg ii Vfyou (Vie *- '
cominantM) believe the la may hmv hamm

Describea t specific faf., O cl cumstu osunii1
of the kid~duals, or organiztos rsosbe(h

Your complaint should also IndlcI wtddi
tions arebased onpersonall IN edp Wid
onest ae based on out"iesucs(o
nosovspew artes,). The Mte muspt beoe
to Wr otaried. Order toe frekeu eus
a ConWVab from t FC's h~mo erib
Dion (see below).

For More InfomaIon
Federal Elecion Commission
M 9E Stee, NWA

Was&gOnV , DC 20463
202/2193420
Tol Free 00M424-6O
"*eat Impaire 202/29.336 t
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FEDErA ELECTION COMMISSION'
Washwon, DCAA- A 20483

March 14. 1996

Michael Lichtenstein
200 Rector Place, Apt. 6-A
New York, New York 10280

RE MUR 4320
Michael Lichtenstein

Dear Mr. Lichtenstein:

On March 5, 1996, the Federal Election Commission found that there is reason to believe
you violated 2 U.S.C. § 438(aX(4) a provision of the Fedleral Election Campaign Act of 1971, as
amended ("the Act"). The Factual and Le-gal Analysis, whiich formed a basis for the Commission's
flhidiflg, is attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
- Commissons consideraton of this matter. Please submit such miaterials to the General Counsel's

Office witin 15 days of your receipt of this letter. Where aprpit, statements should be
- submitted under oath. In the absence of additional information, the Commission may find

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

If you are interested in pursuing pre-probable cause conciliation, you should so request in
wniting. Se 11 C.F.R_ § I1I11.1I8(d). Upon receipt of the request, the Office of the GeneWa
Counsel will make recommendations to the Commission either proposing an agreement in
settlement of the matter or recommending declining that pre-probable cause conciliation be
pursued- The Office of the General Counsel may recommend that pre-probable cause concliation
not be entered into at this time so that it may complete its investigation of the matter. Further, the
Commission will not entertain requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent.

Requests for extensions of time %III not be routinely granted. Requests must be made in
%%Tntrng at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily %%III not give extensions
beyond 20days.

If you intend to be represented b% 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.



92

TiWs maIeru winl remain ccnfide,"ia in accordance %"th 2 U.SC. §§437W~aX4XB) a&W
437K.Xl2XA), wme yoin mtif , the Commission in %iting that you wish the invetiin to be
madePublic.

For your inftirmation we have enclosed a bnef description of the Commission's
poced us for handfling possible violtions of the Act. If you have any questions, please contact
Domn Odrowski. the attorney assigned to this matter, at (202) 219-3400.

Sincerely.

Lee Ann Elliott
Chairman

Factual and Lega Analysis

leigation of Counsel Form



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Michal Lichtenstein MUR: 4320

This matter was generated based on information ascertained by the Federal Elction

Commission ("the Commission") in the normal course of carrying out its rea ponsIib.ifliies.

2 U.S.C. I 437g(aX2).

1. LAW

In order to provide the public with information as to the source of campaign funding and

to dete corruption and the appearance thereof, the Federal Election Campaign Act of 1971, as

C) amnded ("the Act"), requires political committees to file reports of their receipts and

-- ~ ~ dIsbreets. Sm guuall 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committees identify each individual who makes aggregate contributions to them in

excess of S200 within a calendar year. 2 U.S.C. § 434(bX3XA). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inpcinand copying copies of reports and

statements filed with it within 48 hours of receipt 2 U.S.C. § 438(aX4).

C To balance the public interest in disclosure of campaign funding with an individual

contributor's privacy interest, however, the Act also provides that". any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Wd. and I I C.F.R.

§ 104.15. This provision, commonly known as the "~sale and use restriction,"' -was enacted at the

time the Act was created in 1971.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

names sold or used for commercial purposes. 5= Advisory Opinions 1995-5, 1989-19, 1988-2,



l9WO-l1.1 In adrsigthe scope of the sae and use restriction, the U.S. Court of Appeals for

the Second Circuit has held that it ewun asse comrca purpose that could subJet

contributor to all kinds of solicitations "i.e., not amrly solicitations for 'contributions' but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." Eda

EIC~iM .PlifW CntrbutonsLW&943 F.2d 190, 197 (2d Cir. 1991). In

aorxm , the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmntalI interest in "reserving the value of a contributor list to the political committee that

creates it." EdWEeto .I~~toa udn ntmIc 6 dI10

11. FACTS & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volume

of phone calls firom individuals in the New York City area requesting computer indices listing

individual contributors to various campaigns. These phone requests drew attention because they

differed fr-om the type of records requests usually made and seemed to fit a pattern. The callers

all from the New York City area, knew little about what information was available ecemp that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party]

I The sponsor of the amendment establishing the sale and use restriction, Senator Belimon,

stated that the purpose of the amendment was "to protect the privacy of the generally very public-

spirited citizens who may make a contribution to a political campaign or political party." Of

particular concern to Belimon was that names of individual contributors would be vulnerable to

list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them

from making future contributions. 117 Cong. Rec. 30,057 (1971 )(remarks of Senator Belimon).



Senatoir from [State Xjq"2 In each cas, Public Records filled these orders by mailing the

rues~lG11ter copies of the appropriate "O" index.

After receiving several such caKs Public Records staff spoke with one of the caller

about the need for the information and offered to send him more complete lists, for exumpis all

contributors to a particular presidential candidate, so that the information could be ghieW with

others who appeared to be in the same group making such requests. The callar explained tda he

was a broker, and in the "dog cat dog world" of investments, needed new contacts to bring in

more business. The caller further explained that he was making contact with the individua

contributors listed in the indices after obtaining their phone numbers through directory

CN assistance. When asked whether he was aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

- brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

* -~ located in New York, either by name or address, and each had the requested indices mailed to

- them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

When Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, "D.H. Blair" and connected her to the sales division.

According to Dun & Bradstreet, D.H. Blair & Co., Inc., ("D.ll. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers would say they needed a list of contributors and when asked to
identify, a particular political committee, replied "you pick."



tmderwiting? The firm Sells securities to institutions ind~ibiul and brokers, has 495

Umlye an w repofled and~ wtwth of S$13.4 million for theFisca Yewa ning Decem ber 31,

1994.
An examination of requests identified by the Public Records office and publicly available

broker registration infoqmnation reveal that Michael Lichtenstein made nine public records

requests for contributor informatio betmen March 3, 1995 and July It, 1995, and that at the

tine of these requests, Michel Lichtenstein was a licensed broker associated with

D.H. Blair & Co. In.

Given the unidentified D.H. Blair broker's admission to the Public Records staff that he

was using the lists to contact individual contributors to bring in new business, and in light of the

fact that Michael Lichtenstein is among dozens of other requester employed by D.H. Blair, a

reasonable inference can be made that Michael Lichtenstein obtained the names of individual

contributors for use as sales prospects. Such an inference is further supported by the unusual

nature of these calls and explains whiy names of only large contributors vire often sought.

"Cold-calling" by stockbrokers pitching securities is a popular practice which has recently

resulted in new securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-

(aiig Brokers Afaking lou Cra~iv', N.Y. Times, July 2, 1995, at Section 3, page 4. In this

case, rather than purchasing mailing lists, Michael Lichtenstein appears to have used FEC

contributor indices as a free source of "cold-calling" sales prospects. As the court made clear in

3 According to D~un and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, D.H. Blair Investment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair
In% estments is unclear.



v- Section 43(aX4) prohibits *my

comrial use of individual contrfibutor nmaws that subjects contrbtr to "all kinds of

solicitations.* Solicitations for securities or other investment products are no different tisan the

ECI) court's cited examnples of solicitations for cars or vacations which it deemned to be prohibited

under Section 438(aX4).

The probable commuercial use of individual contributor namnes by Michael Lichtenstein

also appears to be knowing and willful. The sale and use restriction conspicuously ap peas on no

less than four documents routinely mailed with each Public Records order. T'he FEC indices

C~r themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explanation sheet mailed to Michael Lichtensaein with

the requested "G" indices also r eferne the sale and use restriction on both sides of the

document, including an extensive explanation under a heading entitled "Restriction on Use of

FEC Disclosure Documents." Finally, the Public Records staff routinely inserts with each

mailed order a general information sheet detailing disclosur documents available in Public

Records and a brochure entitled "Your Guide to Researching Public Record, both of which

include information about the sale and use restriction. In addition to these documents, the staffer

inserted in many of the orders described above copies of a brochure entitled "Sale and Use of

Campaign Information" which explains the sale and use restriction in detail. The Public Records

staff is also trained to verbally recite the restriction to anyone ordering contributor searches.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction by Public Records staff,

Michael Lichtenstein made repeated requests for individual contributor names for an apparent
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O FEDERAL ELECTION CObWISSION
WahgVn DC 20463

March 14. 1996

Mike Licalsi
100 Warren Street, Apt- #715
jersey City, New Jersey 07302 R- MR42

Mike Licalsi

ear Mr. Uicalsi:

On March 5,1996, the Federal Election Commission found that there is reason to believe
you violated 2 U.S.C. § 438(aX(4), a provision of the Federal Election Campaign Act of 1971, as
amended (0the Act). The Factual and Lega Analysis, which formed a basis fbr the Caomission's

'0finding, is attached for your information.

You mayv submit any factual or legal materials that you believe are relevant to the
- Commission's consideration of this matter. Please submit such materials to dhe General Counsel's

office within 15 days of your receipt of this letter. Where apron t, sttmntsl should be
submitted under oath. In the absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and proceed with conciliation.

If you are interested in pursuing pre-probabl cause conciliation, you should so request in
witing. See 11 C F.R. § 111.18(d). Upon receipt of the request, the Office of he Geneual
Counsel will make recommendations to the Commission either proposing an aueetin
wettlement of the matter or recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that pre-probable cause conciliation
not be entered into at this time so that it may complete its investigation of the matter. Further, the
Commission %ill not entertain requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent.

Requests for extensions of time wVill not be routinely granted. Requests must be made in
%%Tlting at least fi,#e days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarilv %ill not giVe extensions
be-% ond 20da% s

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



U

IMa haW ill remain confidenta in accordance with 2 U.S.C. §§ 437WjaX4XB) and
437")(lXb , umle you no*~ the Commission in writin that you wish the investigation lo be

For your infoaix n we have enclosed a brief description of the Commission's
jumcs es for handlinig possible violations of the Act. If you have any questions, please contac

bown ()drowski. the attowny assigned to this matter. at (202) 219-3400

Sincerely,

Lee Ann Elliott
Chairman

Enkmxes
Facita and Legal Analysis
Piecedues
Designation of Comisel Form



FEERAL ELECTION COMM*ISSION

FACWUAL AND LEGAL ANALYSIS

RESPONDENT: Mike Licalu MUR:- 4320

This matter was generated based on information asicertained by the Federal Election

Commission ("th Commission") in dhe normal course of carrying out its responsibilities.

2 U.S.C. I 437g(aX2).

L. LAW

In order to provide the public with information as to the source of cpagn ftnding andl

to dete corruption and the appearanc we thereoft the Federal Election Campaign Act of 197 1, as

co amended ("the Act"), requires politicail committees to file reports of their receipts and

disb ursementsE. VaM"q1-nI S Sogailx 2 U.S.C. ff 434(a) and fb) Moreover, the Act require that

political committees identify each individual who makes aggregae contributions to them in

excess of $200 within a calendar yew. 2 U.S.C. § 434(bX3XA). Identification means an

individual's full name, mailing address occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of reports and

staemetsfiled with it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

(7 To balance the public interest in disclosure of campaign fiunding with an individual
'k , -

contributor'sprivacy interest, however, the Act also provides that.. any informnation copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and 11I C.F.R.

§ 104.15. This provision, commonly knownm as the "sale and use restriction,"' was enacted at the

time the Act w~as created in 197 1.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and tise restriction is to protect individual contributors having their

names sold or used for commercial purposes. S_= Advisory Opinions 1995-5, 1989-19, 1988-2,



.2-

1980.01.1 In adresising the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Ciruiwt has held that it encompasses commerial purposes that could subject

contributors to all kinds of solicitations, "i.e., not merely solicitations for 'contributions' but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." Ea1

Elecim ommkionv- Plitcal ontibutonnDW&943 F.2d 190, 197 (2d Cit. 1991). In

another case, the U.S. Cowrt of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader tha necessary to advance the important

governmental interest in "reserving the value of a contributor list to the political committee that

creates it."Feea ecirComsinvInentoaFudn nttt-l,,99F2II10

I 8(..Cr) c m,= ck 113 S.Ct 605 (199M).

11. FACT'S & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volwne

- of phone calls from individuals in the New York City area requesting computer indices listing

individual contributors to various campaigns. These phone requests drew attention because they

differed firom the type of records requests usually made and seemed to fit a pattern. The callers

all from the New York City area, knew little about what information was available except that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly well-known camnpaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party]

I The sponsor of the amendment establishing the sale and use restriction, Senator Bellmon,
stated that the purpose of the amendment was "to protect the privacy of the generally very public-
spirited citizens who may make a contribution to a political campaign or political party." Of
particular concern to IBellmon was that names of individual contributors would be -vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (1971)(remiarks of Senator Bellmon).



Senator from [State XJ."2 In each case, Public Records filled these orders by mailing lbs

req~strscopesof heappropriat "0" index

After receiving several such calls, Public Records staff spoke with one of the caller

about the need for the information and offered to send him more complete lists for upbal

contributors to a particular presidential candidate, so that the information could be shmwPd With

others who appeared to be in the same group making such requests. The caller explained dud he

was a broker, and in the "dog eat dog world" of investments, needed new contacts to bring in

more business. The caller further explained that he was making contact with the indivihda

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brok a-erageN firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a fol-low-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

When Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, "D.H. Blair" and connected her to the sales division.

According to Dun & Bradstreet, D.H. Blair & Co.. Inc., ("D H. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers would say they needed a list of contributors and when asked to

identify, a particular political committee. replied "you pick."



UNmdWjiiiW 3 7he firm sells securities to institutions individuas and brokers, has 495

eMANIes P a reotdantwrt of S13.4 mnillion for the Fincal Year ending Deebr31,

1994.
An examination of requests identified by the Public Records office and publicly available

broker registration information reval that Mike Licalsi made five public records requests for

conitributor information between approximately February 13, 1995 and July 5, 1995, and that at

te tim of these requests, Mike Licalsi was a licensed broker associated with D.H. Blair & Co.

Inc.

Given the unidentified D.H. Blair broket's admission to the Public Records staff tha he

was using the lists to contact individual contributors to bring in new business, and in light of the

fact th ike Licalsi is among dozen of othver requstr employed by D.H. Blair, a reasIN0le

- inence can be made that Mike Licalsi obtained the names of individual contributors for use as

sales prospects. Such an inference is further supported by the unusual nature of these calls and

explains why names of only large contributors were often sought- "Col-callig by

stockbrokerilsi3 pitching securities is a popular practice which has recently resulted in new

C securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-Calling Brokers

Mfaking You Cra--v'. N.Y. Timnes, July 2, 1995, at Section 3, page 4. In this case, rather than

purchasing mailing lists, Mike Licalsi appears to have used FEC contributor indices as a free

source of "cold-calling" sales prospects. As the court made clear in Federal Election

Commission %. Political Contributions Data. Section 438(aX4) prohibits anv commercial use of

3 According to Dun and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, D.H. Blair Investment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship betw%%een D.H. Blair and Blair
Investments is unclear.



idividual contributor names that subjects contributors to "all kinds of solicitation."

Solicitations for securities or other investment products are no different than the &Q corts

cited examples of solicitations for cars or vacations wh~ich it deemed to be prohibited unde

Section 438(a)X4).

The probable commercial use of individual contributor names by Mike Licalsi also

appears to be knowing and Wilful. The sale and use restriction conspicuously appears on no less

than four documents routinely mailed wi'th each Public Records order. The FEC indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explanation sheet mailed to Mike Licalsi with the

* requested -" indices also references the sale and use restriction on both sides of the document,

- including an extensive explanation under a heading entitled "Restriction on Use of FEC

Disclosure Documents." Finally, the Public Records staff routinely inserts with each mailed

order a general information sheet detailing disclosure documents available in Public Records and

a brochure entitled "Your Guide to Researching Public Records," both of Whlich include

information about the sale and use restriction. In addition to these documents, the staffer

inserted in at least one of Mr. Licalsi's orders a copy of a brochure entitled "Sale and Use of

Campaign Information" w~hich explains the sale and use restriction in detail. The Public Records

staff is also trained to %-erbally recite the restriction to an%,one ordering contributor searches.

Despite the prominentl% featured references to the sale and use restriction in multiple

documents sent to Respo~ndent and oral notification of the restriction by Public Records staff,

Mike Licalsi made repeated requests for indi% idual contributor names for an apparent

commercial use V-herefore. there is reason to belie e that Mike Licalsi knowing and wkillfully

%-olated 2 UTSC § 4S' a'x4)



q~ FEDERAL ELECTION CO*dISSIONWashonDC 20463

March 14, IMU

SIMv Lichaw
220 N. Central Road, #ST
Fort Lee, New Jersey 07024

RE: MUR 4320
Stevw Lichaw

Dear Mr. Lichaw:

On March 5, 1996, the Federal Election Commissio found that there is reason to believe
you violte 2 U.S.C. § 438(aX4), a provision Of the Federal Election Campaign Act of 1971, asamended ("the Act"). Thew Factual and Lega Analysis, which formed a basis for the Conumission'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 materals to the Geneal Counsel's
- Office within 15 days of your receipt of this lette. Where apont, statements should besubmitted under oath. In the absence of additional information the Comimission may find

probable cause to believe that a violation has occurred and proceed with conciliatioft

If you are interested in plursuing pre-probable cause conciliation, you should so request inwriting. NM 11 C. F. R. § 1 11. 18(d). Upnrcito h eust h neo h e"
Counsel will make recommendations, to the Commission either proposing an agreemen insettlemn of the matter or recommending declining that pre,-probable cause conciliation bepursued. The Office of the General Counsel may recommend that pre-probable cause conciliationnot be entered into at this time so that it may complete its Investigation of the matter. Further, theCommission Will not entertain requests for pre-probable cause conciliation after briefs on
probable cause have been mailed to the respondent.

Requests for extensions of time %%-III not be routinely granted. Requests must be made in%%riting at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily imll not give extensions
be~ ond 20days.

If vou intend to be represented by counsel in this matter, please a&ise the Commission by~completing the enclo-sed form stating the name, address, and telephone number of such counsel,and authonting such counsel to receive anv notifications and other communications from the
Commission



This giagj will cman confidential in accordance WI'th 2 U.S.C. ff 437g(aX4XB) and437*aXI12XA), uim you sodfy On Commission in writing that you wish the investi 10obe
Made public.

For your informaio we have enclosed a brief description of the Commission's
Piro cedures for handling possble violations of the Act- If you have any questions. please contact
Dawn Odrowski, the attorney assigned to this matter, at ( 202) 219-3400

Sincerely,

Lee Ann Elliott
Chairman

Enclosures
2 Fatual ana Legal Analysis

Designation of Counsel Form



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Steve Lichaw MUR: 4320

This matter was generated based on information acertained by the Federal Election

Commission ("the Commission") in the normal course of carrying out its responsibillities.

2 U.S.C. § 437g(aX2).

1. LAW

In order to provide the public with information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 197 1, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbrsments So gcngalIX 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires tha

political committees identify each individual who makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX3XA). Identification means an

individual's ful name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

To balance the public interest in disclosure of campaign funding with an individual

contributor'sprivacy interest, however, the Act also provides tat any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." id. and 11I C.F.R.
104.15. This provision, commonly known as the "sale and use restriction, waNatdtth

time the Act was created in 1971.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

namies sold or used for commercial purposes. Sis Advisory Opinions 1995-5, 1989-19, 1988-2,



1980-101.1 In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held that it enopa3 coMmrial purposes3 that could subject

contributors to all kinds of solicitations, "i.e., not merely solicitations for contributionie bt

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." E~M&a

ElecionCommsgin v Polficl Cn~bu* sDS&943 F.2d 190, 197 (2d Cir. 1991). In

another case, the U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the imprtntm

governmental interest in "reserving the value of a contributor list to the political committee that

creates it." WElcinCrmsiny ncaonlFnignsil. w,.9 2dI10

1101118 (D.C. Cir.) (~mncm), =rl dcnkd, 113 S.Ct. 605 (1992).

1I. FACTS & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

individual contributors to various campaigns. These phone requests drew attention because they

differed firom the type of records requests usually made and seemed to fit a pattern. The callers,

all from the New York City area, knew little about what information was available except tha

they could get lists of individual contributors and contribution amounts. Often, the callers asked

* for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the [name of party]

IThe sponsor of the amendment establishing the sale and use restriction, Senator Bell mon,
stated that the purpose of the amendment was "to protect the privacy of the generally very public-
spirited citizens who may make a contribution to a political campaign or political party." Of
particular concern to Beilmon was that names of individual contributors would be vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (197 1)(remarks of Senator Bellmon).



0 .3-

Senaor from [State XJ."2 In each case, Public Records filled thes orders by mailing the

reuetescopies of the 000prae O index

After receiving several such calls, Public Records staff spoke with one of the callmr

about thc need for the informnation and offered to send him more complete lists, for example, all

contributors to a particular presidential candidate, so that the information could be shared with

others who appeared to be in the same group making such requests. The caller elaedo he

was a broker, and in the "dog eat dog world" of investments, needed new contacts to bring in

more business. T"he caller further explained that he was making contact with the individua

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

made sure to enclose a "Sale and Use" brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

When Public Records returned the call to ad-* ise that the order had been mailed, a receptionist

answered the phone, "D.H. Blair" and connected her to the sales division.

According to Dun & B~radstreet, D.H. Blair & Co.. Inc., ("D.H. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers would say they' needed a list of contributors and when asked to
identify a particular political committee, replied "you pick."



underwriting. 3 The firm sells securities to institutioMs individuas and brokers has 495

empoyes and repoutd a net worth of SI 13.4 million for the Fiscal Yewa ening December 31,

1994.

An examination of requests identified by the Public Records office and publicly availabl

broker registration information reveal that Steve Lichaw made eleven public records requests for

contributor information between December 28, 1994 and July 25, 1995, and that at the time of

these requests, Steve Lichaw was a licensed broker associated with D.H. Blair & Co. Inc.

Given the unidentified D.H. Blair broker's admission to the Public Records staff that he

was using the lists to contact individual contributors to brng in new business, and in light of the

fact that Steve Lichaw is among dozens of other requesters employed by D.H. Blair, a raoal

inference can be made that Steve Lichaw obtained the names of individual contributors for use as

- sales prospects. Such an inference is fiuther supported by the unusual nature of these calls and

explains why names of only large contributors were often sought "Cold-calling" by

stockbrokers pitching securities is a popular practice which has recently resulted in new

securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-Calling Brokers

Making You Crazy?. N.Y. Times, July 2, 1995, at Section 3, page 4. In this case, rather than

purchasing mailing lists, Steve Lichaw appears to have used FEC contributor indices as a fr-ee

source of "cold-calling" sales prospects. As the court made clear in edrl Elcaion

Comnmission v. Poica Cotibtos Data. Section 438(a)X4) prohibits any commercial use of

3 According to Dun and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same

Wall Street building as another firm, D.H. Blair Investment Banking Corp. ("Blair Investments").

Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair

Investments is unclear.



Solicitations for securities or other investment products are no different than the I~coufls

cited examples of solicitations for cars or vacations which it deemed to be prohibited under

Section 438(a)(4).

The probable commercial use of individual contributor names by Stewe Lichaw also

appears to be knowing and %1Wlfu. The sale and use restriction conspicuously appears on no less

thent four documents routinely mailed with each Public Records order. The FEC indices

themselves are printed out on paper containing the statutory sale and use restriction on the

bottom of each page. Additionally, the explaniation sheet mailed to Steve Lichaw with the

requested '"G" indices also references the sale and use restnction on both sides of the document,

including an extensive explanation under a heading entitled "Restriction on Use of FEC

- Disclosure Documents." Finally, the Public Records staff routinely inserts with each nailed

order a general information sheet detailing disclosure documents available in Public Records and

a brochure entitled "Your Guide to Researching Public Records," both of which include

information about the sake and use restriction- In addition to these documents, Public Records

inserted in at least one of Mr. Lichaw's orders a copy of a brochure entitled "Sale and Use of

Campaign Information" which explains the sale and use restriction in detail. The Public Records

staff is also trained to verbally recite the restriction to anyone ordering contributor searches.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction bN Public Records staff,

Ste% e I ichaw made repeated requests for indiN idual contributor names for an apparent

commercial use. Therefore. there is reason to belie% e that Ste-ve 1 icha%% knoming and %illfully

%iolated 2U1S C § 438(ax4)



V ~FEDERAL ELECTION COW~LS"it
lopWashWgOn 

DC 2046

March 14, 1996

Scai Leeman
236 East 22th Stt, Apt. 4B
New York, New York 100 16

RE: MUR 4320

Dear Mr. Lederimn:

On hMh 5, 1996, the Federa Election Commission found tha there is reason to believeyou violate 2 U.S.C. § 438a4), a provision of the Federal Election Campaign Act of 1971, asaedd(the Act*). The Factual and Legal Analysis, which formed a basis for the Commission'sC) finding, is attached for your information.

You may submft any factual or legal materials that you believe are relevant to the
- Commission's considerav of this matter. Please submit such miaterials to the General Counisel'sOffice within IS days of your receipt of this letter. Where appropate statements should besubmitted tunder oath. In the absence of addtional information, the Commission may findK) probable cause to believe that a violation has occurred and proceed with conciliation.

If you are inerested in pursuxing pre-probable cause conciliation, you should so request inwn tng -q 11I C. F. R- § 111. 18(d). Upon reep fterqekth fieo i eea
Counsel will make recommendations to the Commission either proposing an agreemn insettlement of the matter or recommending declining that pre-probable cause conciliation bepursued. The Offie of the General Counsel may recommend that pre-probable cause conciliationnot he entered into at this time so that it may complete Its investigation of the matter. Further, theCommission *%ill not entertain requests for pre-probable cause conciliation after briefs onprobable cause have been mailed to the respondent.

Requests for extensions of time %%Ill not be routinely granted. Requests must be made in"4Titing at least five days prior to the due date of the response and specific good cause must bedemonstrated. In addition, the Office of the General Counsel ordinarily %%Ill not give extensions
Ix-yond 20 days.

If you intend to be represented by counsel in this matter, please advise the Commission bycompleting the enclosed form stating the name, address, and telephone number of such counsel,and authorizing such counsel to receie anv noicaonadotecmuiainsfmth
Commission.oiiain n te omnctosfo h



This wmao will remain --on1ildcntiai in accordance with 2 U. S.C. ff 437WaX4XB8) &Wd
U37aXl2X(A) udes you noif the Commission in writing that you wish the investigtion to be

For youri rnfonmation, we have enclosed a brief desciption of the Commission's
~cedresfor handing possible violations of the Act. If you have any questions, pleas contact

Daswn Odrowski, the attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Lee Ann Elliott
Chairman

Enclosures
Factua and Legal Atulysis

Designabi of Comsel Form



FEDERAL ELECTION COMMSSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Scott Lederman MUR. 4320

This matter was generated based on iniformatin seraie by the Federal Electioin

Commission ("th Commission") in the normal course of carrying out its responsibilities.

2 U.S.C. § 437g(a)X2).

1. LAW

In order to provide the public with information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 1971, as

IN amended ("the Act"), requires political committees to tile reports of their receipts and

disbursements. Sm gencralJy 2 U.S.C. J§ 434(a) and (1b). Moreover, the Act requires that

political committees identify each individual who makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX3X(A). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of reports and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

To balance the public interest in disclosure of campaign funding with an individual

contributor's privacy interest however, the Act also provides tat any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and I I C.F.R.

§ 104.15. This provision, commonly know,,n as the -sale and use restriction," 101 a enacted at the

time the Act was created in 1971.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the s'le and use restriction is to protect individual contributors having their

names sold or used for commercial purposes. &-~c Advisory Opinions 1995-5, 1989-19, 1988-2,



.2-

1980-101.1 in addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit has held tha it encomasse c1IORmAmercial purposes that could subject

contributors to all kinds of solicitations, "i.e., not merely solicitations for 'contributions but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." EJ1

FIC~ionComigin v Poitial ontibuiUM11"943 F.2d 190, 197 (2d Cir. 1991). In

another case, the U.S. Cow of Appeals for the D.C. Circuit upheld the constitutionality of the

provision, ruling that the provision was no broader than necessary to advance the important

governmental interest in "reserving the value of a contributor list to the political committee that

creates it." cWElcinCmisov.ntmtoaFudnInttt-I.96 2 I10

IllS1 (D.C. Cir.) (iubanm), =. dcnicd, 113 S.Ct. 605 (1992).

11. FACTS & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

* individual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern The caller,

all from the New York City area, knew little about what information was availabl except that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

* for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know te name of a particular candidate, but asked for contributors to "the [name of party)

I The sponsor of the amendment establishing the sale and use restriction, Senator Belimon,
stated that the purpose of the amendment was "to protect the privacy of the generally very public-
spirited citizens who may make a contribution to a political campaign or political party." Of
particular concern to Bellmon wvas that names of individual contributors would be vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (1971)(remarks of Senator Belimon).
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Senato from [State XJ."2 In each case, Public Records filled these orders by mailing the

requesters copies of the appropriate "0" inidlex.

After receiving several such calls, Public Records staff spoke with one of the callers

about the need for the information and offered to send him more complete lis, for exmple all

contributors to a particular presidential candidate, so that the information could be shared with

others who appeared to be in the same group making such requests. The callareplie that he

was a broker, and in the "dog eat dog world* of investments, needed new contacts to bring in

more business. The caller further explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he was aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

- brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern anid in each one,

made sure to enclose a 'Sale and Use' brochure explaining the sale and use restriction. Because

it appeared that such callers were impermissibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokerage firm

* located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally. in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

When Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, "D.H. Blair" and connected her to the sales division.

According to Dun & Bradstreet, DJ-I. Blair & Co., Inc.. ("13.l-. Blair") is a New York

corporation that engages in the business of investment banking, securities dealing and

2 Some of the earlier callers would say they needed a list of contributors and when asked to
identify a particular political committee, replied "you pick."



underwriting. 3 The frm Sells securities to insttutions, individuals and brokers, hos 495

employees, and reported a net wrth of S 13.4 million for the Fiscal Year ending Dcebe 31,

1994.

An examination of requests identified by the Public Records office and publicly availabl

broker registration information reveal that Scott Lederman made six public record requests for

contributor information between December 1, 1994 and May 4, 1995, and that at the time of

the requests, Scott Ledeman was a licensed broker associated with D.H. Blair A Co. Inc.

Given the unidentified D.H. Blair brokei's admission to the Public Records staff tda he

was using the lists to contact individual contributors to bring in new business, and in figh of the

fact that Scott Lederman is among dozens of other requesters employed by D.H. Blair, a

teasoinable inference can be made that Scott Lederman obtained the names of individual

contributors for use as sales prospects. Such an inference is further supported by the unusual

nature of these calls and explains why names of only large contributors were oAme sought.

wCold-calling" by stockbrokers pitching securities is a popular practice which has recatly

resulted in new securities regulations aimed at curbing its abuses. See Susan Antilia, Are Cold-

Calling Brokers Making You Crazy?, N.Y. Times, July 2, 1995, at Section 3, page 4. In this

case, rather than purchasing mailing lists, Scott Lederman appears to have used FEC contributor

indices as a free source of "cold-calling" sales prospects. As the court made clear in ederal

ElectioQn Commission y. Political Contributions Data. Section 438(aX4) prohibits any

3 According to Dun and Bradstreet, Dii. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, D.H. Blair Investment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair
Investments is unclear.



comeracial use of individual contributor names that subjets contribusors to "all kinds of

oicitatins.* Solicitations for securities or other inesmen products wre no different than th.

EMl coures cited examples of solicitations for cars or vacations which it deemed to be MtohIi

uinder Section 433(a)X4).

The probable commercial use of individual contributor names by Scott Ledernm also

appears to be knowing and willful. The sale and use restriction conspicuusy appear on no less

dhon four documents routinely mailed with each Public Records order. The FEC indices

thmselves are printed out on paper containing the statutory sale arid use restriction on the

No bottom of each page. Additionally, the explanation sheet mailed to Scott Ledermai with the

reueted "G" indices also references the sale and use restriction on both sides of the documnent,

including an extensive explanaition under a heading entitled "Restrictio on Use of FEC

Disclosure Documents." Finaly, the Public Records staff routinely inserts with each mailed

order a general information sheet detailing disclosure documents available in Public Recoirds and

a brochure entitled "Your Guide to Researching Public Records,* both of which include

C information about the sale and use restriction. In addition to these documents, the staffer inserted

in mnany of the orders described above copies of a brochure entitled "Sale and Use of Campaign

Information" which explains the sale and use restriction in detail. The Public Records staff is

also trained to verbally recite the restriction to anyone ordering contributor searches.

Despite the prominently featured references to the sale arnd use restriction in multiple

documents sent to Respondent and oral notification of the restriction by Public Records staff,

Scott Lederman made repeated requests for individual contributor names for an apparent

commercial use. Therefore, there is reason to believe that Scott Lederman knowing and willfully

violated 2 U.S.C. § 438(a)(4).



FEDERAL ELECTION COMMISSION
Was~~onDC 20463

March 14. 1996

Michael Hooshmand
236 East 28th Street, Apt. 4B
New York, New York 100 16

RE: MUR 4320
Michael Hooshmand

Dear Mr. Hooshmand:

On March 5,1996, the Federal Election Commission found that thee is reamo to believe
you violated 2 U.S.C. § 438(a)X4), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"). The Factual and Legal Analysis, which formed a basis for the Commissions
finding, is attahed for your information.

You may submit any factual or legal materials that you believe are relevant to the
- Cormmsion's consdaion Of this matte. Please submit such materials to the Genera COums'

Office within 15 days of your receipt of this lette. Where appropriate, statements should be
submitted under oath. In the absence of addtional Information, the Commission may find

K) probable cause to believe that a violation has occurred and proceed with conciliation.

If you are interested in Pursuing pre-probable cause conciliation, you should so request inwriting 5M 11 C -F.R. § 111.1- I8(d). Upon receipt of the request, the Office of the Genera
Counsel will make recommendations to the Commission either. proposing an agrCIneitK insettlement of the matter or recommending declining that pre-probable cause conciliation bepursued. The Office Of the Gieneral Counsel may recommend that pre-probable cause conciliationnot be entered into at this time so that it may complete its investigation of the matter. Further, theCommission %Ill not entertain requests for pre-probable cause conciliation after briefs on
probable cause hame been mailed to the respondent.

Requests for extensions of time will not be routinely granted. Requests must be made in,writing at least five days prior to the due date of the response and specific good cause must bedemonstrated. In addition, the Office of the General Counsel ordinarily %%Ill not give extensions
bevond 20da-%s.

If you intend to be represented b% counsel in this matter, please advise the Commission bN
completing the enclosed form stating the name, address, and telephone number of such counsel.and authorizing such counsel to recei'e any notifications and other communicaions from the
Commission.
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T'ls mae will ranain c ofdwia in accordance with 2 U.S.C. §§ 437W~aK4XB) uvi
437W8aX12XA), ula you ntiIy the Commission in witing that you wish the investigation lo beIIIde public.

For your information, we have enclosed a bnef description of the Comm issn
procedures for handling possible violaions of the Act. If you have any questions, pleas contact[)a" Odrowski, t attorney assigned to this matter, at (202) 219-3400.

Sincerely,

Lee Ann Elliott
Chairman

Enclosures
Factual and Legal Analysis

Designation of Counsel Form



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENT: Michael Hooshmand MUR:- 4320

This matter was generated based on information ascertained by the Federal Election

Commission ("the Commission") in the normal course of carrying out its riesponsibilities.

2 U.S.C. § 437g(aX2).

1. LAW

In order to provide the public with information as to the source of campaign funding and

to deter corruption and the appearance thereof, the Federal Election Campaign Act of 197 1, as

amended ("the Act"), requires political committees to file reports of their receipts and

disbursements. So gwail 2 U.S.C. §§ 434(a) and (b). Moreover, the Act requires that

political committees idecntify each individual who makes aggregate contributions to them in

excess of $200 within a calendar year. 2 U.S.C. § 434(bX(3XA). Identification means an

individual's full name, mailing address, occupation and name of employer. 2 U.S.C. § 43 1(13).

The Commission must make available for public inspection and copying copies of repoits and

statements filed with it within 48 hours of receipt. 2 U.S.C. § 438(aX4).

(7 To balance the public interest in disclosure of campaign funding with an individual

contributor'sprivacy interest, however, the Act also provides that... any information copied

from such reports or statements may not be sold or used by any person for the purpose of

soliciting contributions or for commercial purposes, other than using the name and address of

any political committee to solicit contributions from such committee." Id. and 11I C.F.R.

§ 104.15. This provision, commonly known as the "sale and use restriction,"O was enacted at the

time the Act was created in 197 1.

Based on the legislative history of the Act, the Commission has long determined that a

principal purpose of the sale and use restriction is to protect individual contributors having their

names sold or used for commercial purposes. && Advisory Opinions 1995-5, 1989-19, 1988-2,



1930.01.1 In addressing the scope of the sale and use restriction, the U.S. Court of Appeals for

the Second Circuit hao held that it encompasses comrilpurposes that could subject

contributors to all kinds of solicitations, "ice. not merely solicitations for contributions but

solicitations for cars, credit cards, magazine subscriptions, cheap vacations and the like." Ed"

Commssin y Poitial ontibuiouLW&943 F.2d 190, 197 (2d Cir. M991). In

another cthe U.S. Court of Appeals for the D.C. Circuit upheld the constitutionality of the

proisinruling that the provision was no broader than necessary to advance the important

goernmental interest in "reserving the value of a contributor list to the political committee that

creates it" Edm ldnC -.. n1 ocaonlFnigIsiuIc-9F.2d1I110,

1118 (D.C. Cir.) (cai bnnm), =cr. dcnicd, 113 S.Ct. 605 (1992).

11. FAMT & ANALYSIS

Beginning in June 1994, the Commission's Public Records office noticed a high volume

- of phone calls from individuals in the New York City area requesting computer indices listing

individual contributors to various campaigns. These phone requests drew attention because they

differed from the type of records requests usually made and seemed to fit a pattern. The callers,

all from the New York City area, knew little about what information was available except that

they could get lists of individual contributors and contribution amounts. Often, the callers asked

for names of only large contributors to fairly well-known campaign committees such as those of

presidential and Senate candidates or to party committees. Many times, the requester did not

know the name of a particular candidate, but asked for contributors to "the (name of party)

The sponsor of the amendment establishing the sale and use restriction, Senator Bellmon,
stated that the purpose of the amendment was "to protect the privacy of the generally very public-
spirited citizens who may make a contribution to a political campaign or political party." Of
particular concern to Beilmon was that names of individual contributors would be vulnerable to
list-brokering, thus subjecting them to "all kinds of solicitations" and possibly discouraging them
from making future contributions. 117 Cong. Rec. 30,057 (1971 )(remarks of Senator Bellmon).



Senator from (State Xj.*2 In each case, Public Records filled these orders by mailing the

requesters copies of the aroite"Gin index.

After receiving several such calls, Public Records staff spoke with one of the callers

about the need for the information and offered to send him mome complete lists, for example, all

contributors to a particular presidential candidate, so that the information could be shared with

others who appeared to be in the same group making such requests. 7The caller explained that he

,%as a broker, and in the "dog eat dog world" of investments, needed new contacts to bring in

more business. The caller further explained that he was making contact with the individual

contributors listed in the indices after obtaining their phone numbers through directory

assistance. When asked whether he %-as aware of the sale and use restriction, the caller

acknowledged he was. The caller also stated that he was employed by D.H. Blair, a New York

- brokerage firm.

After this call, Public Records continued to fill orders that fit this pattern and in each one,

'C) made sure to enclose a "Sale and Use' brochure explaining the sale and use restriction. Because

it appeared that such callers were imperm issibly using contributor information, a record of such

calls was subsequently kept. Such requests have continued.

Approximately nine requesters disclosed an association with D.H. Blair, a brokeMCMr firm

located in New York, either by name or address, and each had the requested indices mailed to

them at the firm. Additionally, in February 1995, Public Records received a follow-up phone

inquiry on an order placed by a requester who didn't disclose an association with D.H. Blair.

WXhen Public Records returned the call to advise that the order had been mailed, a receptionist

answered the phone, 'D.H. Blair" and connected her to the sales division.

According to Dun & Bradstreet, D.H. Blair & Co., Inc., ("D.H. Blair") is a New York

corpo~ration that engages in the business of investment banking, securities dealing and

2Some of the earlier callers would say they needed a list of contributors and when asked to
identify a particular political comimittee, replied "you pick."



Umderwrit. 3 The firm sells securities to institutions, indivduals and brokers, haa 495

emlyees and repored anet worth of S13.4 milflion for the Fiscal Year ending December31,

An examination of requests identified by the Public Records office and publicly avallbl

broker registration information reveal that Michael Hooshmand made four public records

reqpests for contributor information between December 8, 1994 and April 11, 1995, and that at

the timne of these requests, Michael Hooshmand was a licensed broker associated with D.H. Blair

& Co. Inc. Indeed, when placing his December 21,1994 request, Michael Hooshmd state

that he was associated with D.H. Blair and requested that the contributor informiation be sent to

him at D.H. Blair's Wall Street address.

Given the unidentified D.H. Blair broker's admission to the Public Records staff that he

- was using the lists to contact individual contributors to bring in new business, and in light of the

fact that Michael Hooshmand is among dozens of other requesters employed by D.H. Blair, a

reasonable inference can be made that Michael Hooshmand obtaned the names of individual

contributors for use as sales prospects. Such an inference is further supported by the usria]

nature of thes calls and explains why names of only large contributors were often sought.

OCold-calling" by stockbrokers pitching securities is a popular practice which has recently

resulted in new securities regulations aimed at curbing its abuses. See Susan Antilla, Are Cold-

Calling Brokers Making Y1ou crazy?, N.Y. Times. July 2, 1995, at Section 3, page 4. In this

3 According to Dun and Bradstreet, D.H. Blair & Co. Inc. occupies three floors in the same
Wall Street building as another firm, DII. Blair Inv'estment Banking Corp. ("Blair Investments").
Blair Investments manages mutual funds. The precise relationship between D.H. Blair and Blair
Investments is unclear.



cut ratherthan purchasng mailatsMchael Hooil-n -appem to have used FEC

contnbutOrIA indices a & free sorCe of wcodmallingw soles Vpospqe cts. As the court made clwIn

F~dm Ficfm , * ny-~i'Section 438(aX4) prohibits any

commercaial use of individual contn-buto names that subjects contribtors to "all kinds of

solicitations." Solicitations for securities or other investment products we no diffekrent than the

PCD courf~s cited examples of solicitations for cars or vacations which it deemed to be poiie

under Sectioni 438(aX4).

The probabl commnercial use of individual contributor names by Michael Hooshmand

also appears to be knowing and willful. The sale and use restriction cosiuuly appears on no

less than four documents routinely mailed with each Public Records order. The FEC indices

themslqves are printed out on paper cotaining the statutoy sale and wse restriction on the

'10bottom of each page. Additionally, the explanation sheet mailed to Michael Hooshmand with the

requested "G" indices also referenc es the sale and use rstr iction on both sies of the doCu nt

including an extensive explaination under a heading entitled "Restriction on Use of FEC

Disclosure Documents." Finally, the Public Records staff routinely inserts with each mailed

order a general information sheet detailing disclosure documents available in Public Records and

a brochure entitled "Your Guide to Researching Public Records,' both of which include

information about the sale and use restriction. In addition to these documents, the staffer inserted

in many of the orders described above copies of a brochure entitled "Sale and Use of Campaign

Information" which explains the sale and use restriction in detail. The Public Records staff is

also trained to verbally recite the restriction to anyone ordering contributor searches.

Despite the prominently featured references to the sale and use restriction in multiple

documents sent to Respondent and oral notification of the restriction by Public Records staff,
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 26, 1996

VIA FACSIMILE

Yunka Saito
Legal Assistant
National Association of Securities Dealers
1735 K Street, NW.
Washington- D.C. 20008

Re: MUR 4_3,20

Dear Ms SaIto

As we discussed late last week, attached are addresses and, in some cases, phone
numbers for certain individuals listed in the Commission's March 14, 1996 subpoena for whom
you requested additional information. As I noted in our conversation, the addresses may be

outdated or mav, be addresses of family members or friends rather than the named individual. In

anv event. I hope this information is helpful. As a reminder, this information, like our subpoerut,
i s covered bv the confidentiality provision of 2 U.S.C. § 437g(,aX I2XA).

We appreciate your prompt response
if vou hav~e additional questions

to our subpoena. Please call me at (202) 219-3400

Sincere1v.

iiLI- M

Daw~n M
Atlorne\

L f 
/I

Odrow~ski

i a. tO '(~.



WM. 4320
Ywika Sabo

lma26, 1996
Pape 2

John L Bue
I1I1 Qestmi ew
Cherr Hill, MJ 08002

Micsld er
14 Wallwe
OakhuMs NJ 07755

Howard Fields
320 East 65th, Apt. 122
New York, NY 10021

Stefan H-ermann
333 East 49th, Apt. U
New York, NY 100 17

Kevin Jones
P.0. Box 497
Elmira, NY 14902

William Kent
I1I W. 42nd
New York, NY 10036

David Kirscbenbaum
3308 4th Street
Oceanside, NY 11572

Thomas Kotsakis
413 Longview Court
Northvale, NJ 07647

Henrv' Miller
P.O Box%9
Wappinger Falls, NY 12590

Jason Roasenfel d
185 E.S thApt 15-B
New York, NY 10028

David Smith
3 50 Harrison Avenu
Harrison, NY 10528

John Utrich
83 Magure Ave.
Staten Island, NY 10309

Richard Smith
200 Madison Place
Jericho, NY 11753



National Association of Sectuitics Dealers. Inc.a 1735 K Samnt NW@ Washingto DC 20006-1500a 202-728-80mo

March 26, 1996

Down Odrowski, Esq.
Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

BULK FILE

Re: MUR 4320

CD %=:@ 4n
-Z -if- M

b i

Dear Ms. Odrowski:

In response to the subpoena served on the National Association of Secunities
Dealers, Inc., please find enclosed the Cenrarsl Reg1isto Depository (CRD) Records for
all individuals and firms named in the su .bpoenam, except for the following .

Howard Fields, Stefan Hermann, Kevin Jones, William Kent,
David Kirschenbaum, Thomas Kotsakis, Henry Miler, Jason
Rosenfeld, David Smith, Richard Smith and John Utrich

Per Ms. Yunka Saitos fax to you on March 21, 1996, additional information is needed on the
above individuals.

If you have any questions, please call me at (202) 728-8313.

Very truly yours.

Barbara A. White
Senior Legal Assistant
Office of General Counsel

Enclosures
WBA L-odr.96-326



MJE TO THEIR BULK, THE ATTACHM4ENTS SUBMITTED AS RESPONSE TO
THE SUEPEONA HAVE BEEN REMODVED FROM THE FILE.
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FEDERAL ELECTION COMMISSIO)N

WASM OCTM D. 2 " 3April 2, 1996

VIA FAX AND FIRSTACLASSM I

Kenneth A. Gross, Esq.
Skadden, Arps, Slate, Meagher & Flomn
1440 New York Ave., N.W.
Washington. D.C. 20005-2111

RE: MUR 4320
Michael Lichtxiensen, Scott
Ledernmn, Steve Lichaw, Gary
Auewtxsch, Gabe Cerrone, Michael

Dear Mr. Gross.

This is in response to you sa let datd arch 29, 19%6, requesting an extension of
20 days to respond to the Comnmission's remso to believe findinp against your clients, Michael
Lichtenstein, Scott Ledernmn, Stew Licluw, Guy Auevbaeh Gabe Ceffone and Michael
Hooshinand. After considering the circumtne I eSene in your leter, the Office of the
General Counsel has granted the requested extension. Accordngly, your response is due by the
close of business on Apnl 20, 19%6.

If you ha,.e any questions, please contact me at (202) 219-3400.

Sincereiv.

Dawn M Odrovski
Attornev

=j ,j *.'= 11 K f i
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SKADDEN, ARPSa SLATE, MEAGNER & F'LOM
6440 NtW TOM AVMlt##L N.W.

WASHINGICW4. D.C. 20005*thi

(908) 371-7000

March 29, 1996

VIA EM

Dawn Odrowski, Esq.
Office of General counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

xL -

Re: MUR 4320 - Michael Lichtenstein,
-~~ Scott Lederwm, Steve ILichaw, Gary

Auerbach, Gabe Cerrone, Michael
__ Hoashmtnd

c Dear Ms. Odrowski:

Per our discussion, this letter requests an
Sextension of time of twenty (20) days to respond to theSletters dated March 14, 1996 giving notice of the reasong 61-o believe findings against the above mentioned respon-
dents. Because counsel was only recently appointed totchis matter, the counsel requires this additional time torev~ew the matter and surrounding facts. Based on thedate -.f receipt, the original response date would beAvr ii 1, 1996. If the requested extension is granted,
the response will be due April 20, 1996. Enclosed pleasef ind Sta--erents z:;f Designation of Counsel from those re-
spondents.

Thank you for your consideration. If you have
~:; (uesiosplease call me.

Sincgrely, -T

Kenneth A' Gross

cz art

SAOW

LOS ANSVL
Wearms

NIW * Vcs.
SaN rf~$d_

OWO o"&
LW"60"

MOSOWo
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The above-named individual Is hereby designated as my

counsel and is authorized to receive any notifications and other

communication2s fromu the Comtwassion and to act on my behalf before

the Commission.

2117(9C
Date

REPONDENT' S HAM:

ADDRESS:

HOME PHONE:

BusIniss PHONE:

h9W- Le t/L-i 0 7 ? 1,~-

'0

-) k qT -- Y VfZ . ,

'202-371-7989
tl.,Y, ,

M,* 196
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The above-named Individual is hereby designated as my

counsel and is authorized to receive any notifications and other

comunications from the Commiassion and to act on my behalf before

the Commission.

bate
M.

RESPONDENT'*S HAM:

ADDRESS: 4OS V"A

~~~) e Y i J- -HOKE PHOE:

BUSINESS PHONE:

12-371 -7"9



096 13:52 No.004 P05
*1 .

*Am or .-Lz a u-,

-r, -- ') _3W-_bC - ~I .
C
L"

The above-named individual Is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Co!!wlssion and to act on my behalf before

the Commission.

4AL2-7A

RESPONDET' S HAM:

ADDRESS:

HOKE PH*ONE:

BUSINMSS PHONIE:

L,, / L0 Z 6

-a I Q v 0 1 -- Y/ J-77
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The *bove-nomed individual Is hereby designated army

counsel and is authorixed to receive an~y notificatiorwInnd ]fr

communications from the Coarission and to act on my beF~l&,,jh1,,re

the Commission.

Dat

RESPONDwa , S MOM~:

ADDRMS:

HOKE PHONmE:

BUSINESS PHONE;

___L ' #/L/( P/z

-7§ lot.'

W 2 m1S 13:52 No.004 .O6
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The above-named individual is hereby designated &ay

counsel and is author!2ed to receive any notifications~nd ot'her

communications from the Comsassion arnd to act on my behalf before

the Commission.

3 17,f
Bate

RESPONDENT" S RAM:

AD~kESS:

SL .-14 e

HO~KE PMONE;

BUSINESS PHORE:

x

*4 bjl%(K
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The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other
communications from the Comnrission and to act on my behalf betore

the Commission.

Date

RMPOND3NT *S NAM

AIWDWWS:

ce-t 14 9 Vp0k7

HlOKE PHONE:

BUSINESS PBONE:

96 S..'53, No. C P. 08
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Dawn OdrovakiF Req.
?ederal Election em I~son
999 3 Strsetv E.W.
Vashingtong D.C. 20463

as8e OI 43

Dear Ms. Odrowuki:

Thank you for talking vith us an Tuus.As you know,
we have been retained by D. 3. Blair & C, Ina, to ropesmt it

- in this matter. Inclosed is D. H. Disir's InIV1ted 1onpam

of counsel form.

An we inicaoited in our phase mll with you, D.3. alair
intends to cooperate fully with the L1ic n this, satter and
would like to pursue pteprobable came eftaluistios. In
addition, as we mentioned in our all, Done ladr reussa 20-
day extension , to May 8 1996 , to res p owi to the C Iniuion' a
letter and subpoena.

We look forward to meeting vith you and Ms.e, gre
next week.

sincerely,

Roger N. Witten
Margaret L. Ackerley

Enclosure
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lam OF ONSL Roger-Whittes
Wilmer, Cutler & Pickering

1 9 ~ 2445 M Stre t, NW__
Washington, DC 20037
(202) 663-6000

be 5 1 a FN

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

April 4, 1996
Date

RESPnNDENT'S NAME:

ADDRESS:

HONE PHONE:

BUSINESS PHONE:

U? ~~&. A--.K-
.. nature

John T. McGuire
Senior Vice President
and General Counsel for

D.H. BLAIR & CO., INC.
44 WALL STREET
NEW YORK, NY 10005

N/A

(212) 495-4115

7-



NatiomalAssociation oci Sawities DeaklesInc.e 1735 K Snuvm NW. Washingo DC M&061500* 202-728400

April 2, 1996

Daw" Odrowski, Esq.
office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4320

Dear Ms. Odrowski: 5
In further response to the subpoena served on the National Association of Securtik

Dealers, Inc., please fin enclosed the Central Registration Depository (CRD) Records%
the following individuals: 9

Hokward lFields, StefAn Hermann, Wilim Kant David Klrschenbaum, ThonS
Kotsakis, Jason Rosenfeld, and John lrich.

We were unable to locate the following individuals with the information provided: Kevin
Jones, Henry Miller, David Smith, and Richard Smith.

If you have any questions, please call me at (202) 728-8313.

Very truly yours,

Barbara A. White
Senior Legal Assistant
Office of General Counsel

Enclosures
WBA L-odr/96-326
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May 8. 1996

VIA HAND DELIVERY

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

Attn: Dawn M. Odroveki, Eq.

Re: MUR 4320 - Scott Lederuian

Dear Mr. Noble:

SKADDEN, A~PS SLAML WEAGHCO FLOM
~44 t"M meORK A NW(.W.

WASKW4OTON. D.CWO -0011-

(8"* 3M1-7000

This is in response to the letter dated March
14, 1996 notifying Scott Lederman that the Federal Elec-
tion Commission (OFECO or "Comission*) found reason to
believe that he may have violated the Federal Election
Campaign Act of 1971, as amended (OPECAO). Specifically,
the Commission alleges that Mr. Lederman knowingly and
willfully requested and used copies of contributor lists
from reports filed with the Commission for the purpose of
Using those names to solicit brokerage business.

FECA prohibits information copied from reports
or statements from being "sold or used' by any person for
commercial purposes. 2 U.S.C. S 438(a)(4). In this
case, Mr. Lederman did not independently use the FEC
lists to make his phone calls (ije., cold calls) solicit-
ing brokerage business. Rather, he used the FEC lists to
confirm names of persons he had already found through
other lists. Therefore, he only used the FEC lists as a
back-uo source for names he already had.

Moreover, Mr. Lederman makes hundreds of cold
calls per day, and the FEC lists were merely one of many
lists he had. Mr. Lederman did not think that using the
FEC lists was illegal. Contrary to the FEC's Factual and
Legal Ana.lysis, no one at the FEC told Mr. Lederman that

was illegal to use the lists for commercial purposes

40TOrN
V~ 100160
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Lawrence M. Noble, Esq.
May 8, 1996
Page 2

or even asked him the purpose for which he wanted the

lists. The management of D.H. Blair & Co., Inc. ("D.H.

Blair") also did not inform Mr. Lederman of the sale and

use restriction. Seattached Affidavit of Scott
Lederman.

Indeed, Mr. Lederman was led to believe that

using contributor lists was valid. The use of FEC con-

tributor lists at D.H. Blair was a common practice in

that Mr. Lederman frequently saw copies of those lists

sitting on the desks of other brokers and heard brokers

speak of using such lists. Moreover, D.H. Blair's man-

agement referred to FEC contributor lists for use in

N soliciting business. For example, during a meeting to

motivate brokers to increase sales, Brian Franks who

represented management referred to the so-called "politi-
cal" or "election" lists as good lead sources. In con-

trast, the illegality under federal securities laws of

using lists of other brokerage firms' accounts, commonly
known as "microfiche," was well known throughout D.H.

Blair and communicated by management to the brokers.
Therefore, it was more than reasonable under these cir-

cumstances for Mr. Lederman to believe that using con-
tributor lists was legitimate. 5= attached Affidavit of

Scott Lederman. There was nothing willful about the
management's failure to inform its employees of the sale

and use restriction. It appears that no one in D.H.

Blair's management knew that using the FEC lists as a

lead source was impermissible or it would have informed
its employees as it did regarding the microfiche. Se
id.

Trherefore, given that Mr. Lederman only used

the contributor lists to confirm names he already had and

that the environment within D.H. Blair made him reason-

ably believe that usir.g the lists was valid, no further

action should be taken against M-r. Lederman and certainly

no findA.rn C f -41l11 misconduct.

RespA Fl4'y submitted,

Kenneth
Atr-,ach-er.-



Zn the 3atter or

B aott Lederman U M 4320

"FIDVIT OF SCOTT LUDRI

To SC*OT LHDERMNP being duly sworn* do depose
and nay the following:

1. 1 was employed by D.H. Blair & co., Inc.
(ND.H. Blair" during 1994 and 1995 to so-
licit brokerage accounts over the phone.
I solicited brokerage business by making
hundreds of phone calls a day. This Ja
known as wcold calling." The Federal
Election Couwission (OFECK) lists were
merely One Of many lists I had.

2. During that time, I do not recall how many
times r requested contribution lists froX3 the FEC. However, I did not independently
use tho FEC lists to make my cold calls.
I instead used the FEC lists to confirm
names of persons I had already found
through other lists.

3. 1 did not think that using the FEC lists
was illegal. No one at the FEC told methat it was illegal to use the lists for
commercial purposes or oven asked me why iwanted the lists. The management of D.H.
Blair & Co., Inc. C"D.H. B~lair") did not
tell me that useing the lists may be ije-
ga

4. At D.H. Blair, the use of FEC contributor
lists was a common practice. 1 frequently
saw copies of those lists Bitting on the
desks of other brokers and heard brokers
speak of using such lists. L).H. Blair's
mranagement also referred to F'EC contribu-
tor lists for use in solicitinq business.
D~uring a m~eeting to motivate brokers to
increase gales, Brian Franks who repz-e-
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sented management referred to the so.,
called "political" or "elcction" lists as
good lead sources.

5. The illegality under federal securities
laws of using list. of other brokerage
firms,' accounts, commnonly known as "micro.
fiche," was veil known throughout ).!!.
Blair and communicated by management to
the brokers.

6. It appears that D.H. Blair's managomeit
did not know that using the F'EC lists as a
lead source was impermissible or it would
have told its employees as it did regard-
ing the microfiche.

S to before me this t
day of May 1996.

lqotayf4 Public

NRD M. WYNN
NyPublic. State of Now yrk

No. 31-4955143
OueOffied in Now Yor* county 19 4Commasso~ Expire August 28. 1 iTsI



SKADDEN, ARPS, SLATE. FtGZ LOM
1440 N(WM 0 AVKWM N.W.

WASHINGVON CO.C. 0005I1hl

FOX (MW 393-S6 (808) 3?70 4

0409CT DIAL WN
- s,, 7007 "Mum~@

TA Hsi 0

May 8, 1996 Omc rON
LONSOMs

VIA HAND DELIVERY P406

Lawrence M. Noble, Esq. OY

General Counsel 
oOy

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

Attn: Dawn M. Odrovski, Esq.

Re: MURt 4320 - ary Auerbach

Dear Mr. Noble: tsor:

This is in response to the letter dated March~
14, 1996 notifying Gary Auerbach that the Federal Elec-~
tion Commission (OFECO or "Coomisaiono) found reason tout
believe that he may have violated the Federal Election
Campaign Act of 1971, as amended (FBCAO). Specifically,
the Commission alleges that Mr. Auerbach knowingly and
willfully requested and used copies of contributor lists
from reports filed with the Coimmission for the purpose of
using those names to solicit brokerage business.

FECA prohibits information copied from reports
or statements from being "sold or used" by any person for
commercial purposes. 2 U.S.C. S 438(a)(4). Mr. Auerbach
makes hundreds of phone calls per day soliciting new
brokerage accounts (iLe, cold calls), and the FEC lists
were merely one of numerous lists he used. Mr. Auerbach
did rnot beli-eve nor had reason to believe that using the
FEC lists was illegal. Contrary to the FEC's Factual and
Legal Analysis, no one at the FEC told Mr. Auerbach that
it was illegal to use the lists for commercial purposes
or even asked him the purpose for which he wanted the
lists. The management of D.H. Blair & Co., Inc. ("D.H.
Blair") also failed to inform Mr. Auerbach of this. Mr.
Auerbach does not remember reading the notice accompany-
ing the lists or receiving a brochure describing the
"1sale and use restriction." When he received the lists,



Lawrence M. Noble, Esq.
May 8, 1996
Page 2

he went directly to the names and threw away the other
attached pages without reading them. 5& attached Affi-
davit of Gary Auerbach. This is understandable because
D.H. Blair brokers use many lists from various sources in
any one day. Mr. Auerbach did not spend time examining
the lists but was just looking for new names to call.

Indeed, Mr. Auerbach was led to believe that
using contributor lists was valid. The use of FEC con-
tributor lists at D.H. Blair was a common practice in
that Mr. Auerbach frequently saw copies of those lists
sitting on the desks of other brokers and heard brokers
speak of using such lists. Moreover, D.H. Blair's man-
agement referred to FEC contributor lists for use in
soliciting business. For example, during a meeting to
motivate brokers to increase sales, Brian Franks who
represented management referred to the so-called "politi-
cal" or "election" lists as good lead sources. Moreover,
Mr. Auerbach told his supervisor, Lisa Dellapietro, of
the contributor lists. He also told Kenton Wood, the
Chairman of D.H. Blair, of those lists and Mr. Wood
stated that they were good lists. In contrast, the ille-
gality under federal securities laws of using lists of
other brokerage firms' accounts, commonly known as "mi-
crofiche," was well known throughout D.H. Blair and
communicated by management to the brokers. See attached
Affidavit of Gary Auerbach. Therefore, it was more than
reasonable under these circumstances for Mr. Auerbach to
believe that using contributor lists was legitimate.
There was nothing willful about the management's failure
to inform its employees of the sale and use restriction.
It appears that no one in D.H. Blair's management knew
that using the FEC lists as a lead source was impermissi-
ble or it would have informed its employees as it did
regarding the microfiche. See id.



Lawrence 14. noble, 3q.
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Therefore, given that Mr. Auerbach had good
reason to believe that using the lists was valid, no fur-
ther action should be taken against him and certainly no
finding of willful misconduct.

Attachment
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?U~fAL EL3cTxiON COUUIezSoN

In the Matter of
) XT3R 4320

Oary &Aerbach

AFFIDAVIT Or GARY AUKR3ACB

1, GARY AUJERBACH, being duly sworn, do depose
and say the following:

1. 1 was employed by D.H. Blair & Co., Inc.
"1D.H. Blair") as a broker during 1994 and

1995, and I solicited brokerage accounts
over the phone. ATsolicited brokerage
business by making hundreds of phone calls
a ddy. This is k~nown an "cold calling."
The Federal Election Coimnission ("FEC%)
lists were merely one of many lists I
used.

2. 1 did not believe that using the FEC lists
was illegal. No one at the FEC told me

'C)that it was illegal 6%-o use the lists for
commercial purposes or cvcn asked mc why I
wanted the lists. The management of D.H.
Blair & Co., Inc. (I"D.Jf. 3)air11) also did
not tell me this. I do xuot remember read-
Ing a notice accompanying the lists or re-
ceiving a brochure describing restrictions
on using the lists. When I received tho
'Lists, 1went directly to the names and
threw away -*-he other attached pages with-
o-a: reading thlem.

3. The use of FEC con'tributoz. lists at V.14.
Blair was a common oracticc. I frcqucntly
saw copies of those lists sitting on the
desks of other brokers and heard brokers
sp~eak of using. such lists. During a meet-

igtD motivatc brokers t,- increase sales,
Brian Franks whno represented management
referr-ed to the go-called "Doliticall" or
elect*,on" .1ists as good lead sources.

6 .1 S 0 W 4 r W * %* *



4. 1 told Lioa Dei~apietro, an adminixtrative
assistant, of the FEC contributor lists.
I also told Kenton Wood, the Chairman of
D.H. Blair, of those lints and hc told me
that they were good lists.

5. The illegality under federal securitian
aws of tieing lists; of other brokerage

-Firms'5 a.ccounts, commonly known as mmicro-
fiche," was well known throughout 1D.H.
Blair and communicated by management to
the brokers.

6. It appears that no one in D.H. Blair's
management knew that using the FEC lists
as a lead source was impermissible or it
would have informed its employees as it
did regard4rng the microfiche.

~ Auerbach

Swo n to before me this
n.r day of May !996.

~Notary Public

LOLNS OAWMLH
"01tC. state fM o 4 4
No 41. lSMA23 W

Oual4.ed m Clueens C"-"I~

Comm~abon Expirs Dcn LMn
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Lawrence M. Noble, Esq. TK
General Counsel 

Tfor

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

Attn: Dawn M. Odrovski, Esq. CA

Re: MUR 4320 - Steve Ldichaw
V-

Dear Mr. Noble:

This is in response to the letter dated March
14, 1996 notifying Steve Lichaw that the Federal Election
Commission ("FEC" or "Commissiona) found reason to be-
lieve that he may have violated the Federal Elect ion
Campaign Act of 1971, as amended ("PECK"). Specifically,
the Commission alleges that Mr. Lichaw knowingly and
willfully requested and used copies of contributor lists
from reports filed with the Commission for the purpose of
using those names to solicit brokerage business.

FECA prohibits information copied from reports
or statements from being "sold or used" by any person for
commercial purposes. 2 U.S.C. S 438(a)(4). Mr. Lichaw
makes hundreds of phone calls per day soliciting new
brokerage accounts (i.e., cold calls), and the FEC lists
were merely one of numerous lists he used. Mr. Lichaw
did not know that using the FEC lists was illegal. Con-
trary to the FEC's Factual and Legal Analysis, no one at
the FEC told Mr. Lichaw that it was illegal to use the
lists for commercial purposes or even asked him the pur-
pose for which he wanted the lists. The management of
D.Hq. Blair & Co., Inc. ("D.H. Blair") also failed to
advise Mr. Lichaw of this. Se attached Affidavit of
Steve Lichaw.



Lawrence M. Noble, Esq.
May 8, 1996
Page 2

Mr. Lichaw quickly read the notice on the
bottom of the contributor lists which states that

any information copied from such reports
or statements may not be sold or used by
any person for the purpose of soliciting
contributions or for commercial purposes.

However, he interpreted the notice to mean that it was
illegal to sell the names on the list and not as prohib-
iting using the list as a lead source to make cold calls.

Indeed, Mr. Lichaw was led to believe that
using contributor lists as a lead source was valid. The
use of FEC contributor lists at D.H. Blair was a commuon
practice in that Mr. Lichaw frequently saw copies of

04 those lists sitting on the desks of other brokers and
heard brokers speak of using such lists. Moreover, D.H.
Blair's management referred to FEC contributor lists for
use in soliciting business. For example, during a meet-

K) ing to motivate brokers to increase sales, Brian Franks
who represented management referred to the so-called
"Political" or "election" lists as good lead sources.
Mr. Lichaw first learned of the FEC's contributor lists
from Brian Franks while working for him as a cold caller.
In contrast, the illegality under federal securities laws
of using lists of other brokerage firms' accounts, corn-
monly known as "microfiche," was well known throughout
D.H. Blair and communicated by management to the brokers.
a= attached Affidavit of Steve Lichaw. Therefore, it
was more than reasonable under these circumstances for
Mr. lichaw to believe that using contributor lists was
legitimate. There was nothing willful about the
management's failure to inform its employees of the sale
and use restriction. It appears that no one in D.H.
Blair's management knew that using the FEC lists as a
lead source was impermissible or it would have informed
its employees as it did regarding the microfiche. See
id..
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Therefore, given that Mr. Lichaw had good
reason to believe that using the lists was valid, no fur-
ther action should be taken against him and certainly no
finding of willful misconduct.

tted,

Attachment

CNJ
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Zn the matter of
MRNU 4320

Steve Liohaw

AIFID&VXT Or STEYX LZWW

STEVE L6ICHAN, being duly sworn, do depose
and say the following:

I was employed by D.H. Blair & Co., Inc.
("D.H. BlalrO) during 1994 and 1995 *0 0
broker, and I solicited brokerage accounto
over the phone. I solicited brokerage
business by making hundreds of phone calls
a day. This is known as "cold calling.0

04 The Federal Eleaction Comumission (OFECO)
lists were merely one of many list. I
used.

2. 1 did not know that using the FEC lists
was illegal. No one at the FEC told me
that it was illegal to use the lists for
comumercial purposes or even asked mae why I
wanted the lists. The management of Di.
Blair & Co., Inc. ("D.H. Blair") also did
not tell me this.

3. 1 quickly read the notice on the bcatom of
the contributor lists which) states that
"any information c opied from such reports
or statements may not be sold or used by
any person for the purpose of soliciting
contributions or for commuercial. purposes."
However, I interpreted the notice to mean
that iL was illegal to sell the names on
the list and not as prohibiting using the
list as a lead source to make cold calls.

4. The use of FEC contributor lists at D.H.
Blair was a common practice. I frequently
saw copies of those lists sitting on the
desks of other brokers and heard brokers
speak of using such lists. During a meet-
ing to motivate brokers to increase saleO,
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Brian FranIE who represen~ted management
referred to the so-called Opoliticalo or
"electionO lists as good lead sources.I
first learned of-8the FEC contributor lists
fro Brian FrankA while working for him as
a cold caller.

5. The illegality under federal securities
laws of using lists of other brokerage
firmso accounts. comonly known as 4smicro-
fiche.* was well known throughouL D.H.
Blai.r and communicated by management to
the brokers.

6. it appears that no one in DII. Blair's
management knew --,'at using the FEC lists
as a lead source was impermissible or it
would have informed its employees as it
did regarding the microfiche.

Swr to before' mi this
day of May 1996.

dr-otary Public

Ui9IN ow 
hiN,011-1W241

1W 02-371-7"9

MAY 06096

9
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VIA HAND DELIVERY

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

Attn: Dawn M. Odrovaki, Req.

Re: NUR 4320 - Cabe Cerrone

Dear Mr. Noble:

800u

low"mi

N -

SAN u0wo

Ca)
Pb
4.'.. f~=~c~ e
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This is in response to the letter dated March
14, 1996 notifying Gabe Cerrone that the Federal Blectic
Commission (OFECO or gCcuuissiona) found reason to be-Cu

lieve that he may have violated the Federal Election
Campaign Act of 1971, as amended (*FECAO). Specifically,
the Commission alleges that Mr. Cerrone knowingly and
willfully requested and used copies of contributor lists
from reports filed with the Comission for the purpose of
using those names to solicit brokerage business.

FECA prohibits information copied from reports
or statements from being "sold or used" by any person for
commercial purposes. 2 U.S.C. S 438(a) (4). In this
case, Mr. Cerrone requested contributor lists from the
FEC but never used those lists to solicit brokerage busi-
ness. See attached Affidavit of Gabe Cerrone (this is a
fax copy, the original copy is forthcoming). Mr. Cerrone
solicits business over the phone by making as many as a
few hundred phone calls per day, so-called "cold calls."
When he saw that the FEC provided contributor lists do
not include the contributors' phone numbers, he did not
bother matching the names with phone numbers and threw

away the lists. See id. Mr. Cerrone could not have

violated FECA's "sale and use restriction" unless he

actually used the information obtained from the FEC. See

AO 1995-5, Fed. Elec. Camp. Fin. Guide (CCH) 1 6140

FOS I 303-5760

DIM=c DIAL
lao. 3m-7007
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(1995) (The principal purpose of this provision in to
protect contributors from having their names sold or used
for commercial purposes).

Therefore, given that Mr. Cerrone never made
any use of the contributor lists he requested from the
FEC, no further action should be taken against Mr.
Cerrone.

.tted,

Attachment
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ftbe erm

I, GOS CERUM I eing duly WWa do deppe
wA "ythe followings

1. r was "yQyed by V.KU. a] air &Co.,, ZfC.
f0DR. lai")during 2194 and 1995 to so-

1licit brokerageq cnt aver the phone.
I solicited -rkeago ei aiis by Madng
as wmny ase a6w hundred phone calls a
day. This is knt " NUol calling*

CN2. Durifg that ti... I revall req~autin
tbree coutrihutor lists from tme Vetderal
13lection Coussiga (OC) . )towwve r.1
never uised thoe lists for anyv Furpos.. Irealised that thte contributor l14sts8 pro-
vided by the ?EC do naot AnClude the
contributorse phon nutbus.. I did not
bother ustchina the name witb phone mam.
bers and thrust away the list.

Swo= tobefore me this

A4 'a rnMy196
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VIA HAND DELIVERYft

Lawrence M. Noble, Esq. iOI
General Counsel atw

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

Attn: Dawn M. Odroweki, Esq.

Re: MUR 4320 - Michael Hooshmand u

c~s Dear Mr. Noble:

This is in response to the letter dated MarchM
14, 1996 notifying Michael Hooshmand that the Federal
Election Conission (OFECO or mComission") found reason
to believe that he may have violated the Federal Election
Campaign Act of 1971, as amended (OFEN). Specifically,
the Commission alleges that Mr. Hooshmand knowingly and
willfully requested and used copies of contributor lists
from reports filed with the Commission for the purpose of
using those names to solicit brokerage business.

FECA prohibits information copied from reports
or statements from being "sold or used" by any person for
commercial purposes. 2 U.S.C. S 438(a)(4). Mr.
Hooshmand makes hundreds of phone calls per day solic-
iting new brokerage accounts (ie. cold calls), and the
FEC lists were merely one of numerous lists he used. Mr.
Hooshmand did not know that using the FEC lists was ille-
gal. Contrary to the FEC's Factual and Legal Analysis,
no one at the FEC told Mr. Hooshmand that it was illegal
to use the lists for commercial purposes or even asked
him the purpose for which he wanted the lists. The
management of D.H. Blair & Co., Inc. ("D.H. Blair") also
failed to advise Mr. H-ooshmand of this restriction. He
does not remember reading the notice at the bottom of the
i-sts or the brochure describing the sale and use re-
s, riction. When he received the lists, Mr. Hooshmand
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went directly to the names and threw away the other pages
without. reading them. && attached Affidavit of Michael
Hooshmand. This is understandable because D.H. Blair
brokers use many lists from various sources in any one
day. Mr. Hooshmand did not spend time examining the
lists but was just looking for new names to call.

Indeed, Mr. Hooshmand was led to believe that
using contributor lists as a lead source for cold calls
was valid. The use of FEC contributor lists at D.H.
Blair was a common practice in that Mr. Hooshmand fre-
quently saw copies of those lists sitting on the desks of
other brokers and heard brokers speak of using such
lists. In fact, he first learned of the contributor
lists by word of mouth within D.H. Blair that they were
good source lists. Moreover, D.H. Blair's management re-

CN ferred to FEC contributor lists for use in soliciting
business. For example, during a meeting to motivate bro-
kers to increase sales, Brian Franks who represented
management referred to the so-called "political" or
"election" lists as good lead sources. In contrast, the
illegality under federal securities laws of using lists
of other brokerage firms, accounts, commonly known as
"microfiche," was well known throughout D.H. Blair and
communicated by management to the brokers. See attached

* Affidavit of Michael Hooshmand. Therefore, it was more
than reasonable under these circumstances for Mr.
Hooshmand to believe that using contributor lists was
legitimate. There was nothing willful about the
management's failure to inform its employees of the sale
and use restriction. It appears that no one in D.H.
Blair's management knew that using the FEC lists as a
lead source was impermrissible or it would have informed
its employees as it did regarding the microfiche. See
id.
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Therefore, given that Mr. Hooshmand had good
reason to believe that using the lists was valid, no fur-
ther action should be taken against him and certainly no
finding of willful misconduct.

Attachment



zu the Matter of
) UN 4320

Michael 3ohan

AFFIDAVIT OF NICIIIL HOOSMUN

I, MICHAEL HOOSIIMANP, being duly sworn, do
depome and say the following:

1. 1 was employed by D.H. Blair & Co., Inc.
("D.H. Blair") during 1994 and 1995 to so-
licited brokerage accounts over the phone.
I solicited brokerage business by making
hundreds of phone calla a day. This is
known au "cold calling.* The Federal
Election Commission CWFECO) lists were

C14 merely one of many lists I used.

2. 1 did not know that using the FEC lists
was illegal. Nio one at the FEC told me
that it was illegal to use the lists for
commercial purposes or even asked me why I
wanted the lists. The management of D.JJ.
Blair & Co., Inc. ("D.H. Blair") also did
not tell me this.

3. 1 do not remember reading the notice at
the bottom of the lists or the brochure
describing the sale and use restriction.
When I received the lists, I went directly
to the names and threw away the other
pages without reading them.

4. The use of PEC contributor lists at D.H.
Blair was a common practice. I first
learned of the contributor lists by word
of mouth within D.N. Blair thaL they were
good source lists. I frcqucntly saw cop-
ies of those lists sitting on thc desks of
other brokers and heard brokers epcok of
using such lists. During a meeting to
motivate brokers to increase sales, Brian
Franks who represented management referred
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to the so-called "political" or "election"
lists an good lead sources.

5. The illegality under federal securities
laws of using lists of other brokerage
firms, accounts, comonly known as *micro-
fiche," was well known throughout P.11.
Blair and communicated by management to
the brokers.

6. It appears that no one in D.R. Blair's
management knew that using the FEC lists
as a lead source was impermissible or it
would have informed its empl~oyees as it
did regarding the microfiche.

Michael Ilooshmarid

Sworn to before me this
22.day of May 1996.

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

Attn: Dawn N. Odrovski, Esq.

Re: MUR 4320 - D.11, Blair &Co.. Inc.

Dear Mr. Noble:

C44 On behalf of our client D.li. Blair & Co., Inc.
("Blair") we are hereby responding to the subpoena directed to
Blair by your office, dated March 14, 1996 by answering the

* questions you posed and producing documents numbered 00001
through 00336. We are responding separately on behalf of Blair
to the Commission's *reason to believe" letter.

Although Blair attempted to ensure that its employees
were aware of the need to preserve all documents requested by the
Commission, one employee appears to have destroyed several pages
of one political contribution list before Blair's general counsel
obtained custody of all the enclosed responsive documents. Since

10 Blair was able to obtain and is producing herewith part of the
r~k destroyed document, which appears to be the last several pages of

a political contribution list, the Commission should be able to
determine the content of the entire document. We regret that an
employee failed to follow our specific written instructions.

We will call your office later this week to schedule
the meeting we discussed when we last met on April 11, 1996. We
look forward to seeing you again and to promptly resolving this
matter.

o e&B B.Mc~w
Roger M. Witten
Margaret L. Ackerley

Enclosures
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BEFORE THE
FEDERAL ELECTION COOMISSION

In the Matter of)

D.H. Blair & Co., Inc.)
MUR 4320

D.H. BLAIR & CO., INC.'S RESPONSE TO
SUBPOENA TO PRODUCE DOCUM4ENTS

ORDER TO SUBMIT WRITTEN ANSWERS

Respondent D.H. Blair & Co., Inc. ("Blair") responds as

follows to the Federal Election Commission's Subpoena To Produce

Documents and Order To Submit Written Answers.

GENERAL OBJECTIONS, INCLUDING OBJECTIONS
TO INSTRUCTIONS AND DEFINITIONS

1. Blair objects to the third paragraph of the

instructions, which requires that Blair set forth the

identification of "each person capable of furnishing testimony

concerning the response given . . ." The instruction is overly

broad, unduly burdensome, oppressive, vexatious, and may request

the production of irrelevant documents or call for documents not

in the possession, custody, or control of Blair. Further, as set

forth below, Blair objects to the use in this instruction of the

term "person" as defined by the Federal Election Commission.



2. Blair objects to the definitions of *you" and

"D.H. Blair," and to the definition of "Document" as it

incorporates the terms "you" and "D.H. Blair," to the extent that

such definitions seek to include agents or attorneys of Blair.

The definitions are overly broad, unduly burdensome, oppressive,

vexatious, and may request the production of irrelevant documents

or call for documents not in the possession, custody, or control

of Blair. As set forth below, Blair also objects to these

definitions to the extent they would require disclosure of

privileged documents.

3. Blair objects to the definition of "Persons" and

(N to each question and document request incorporating the

- definition of "Persons" to the extent that it refers to any

ID entity other than Blair or seeks to require Blair to search for

N documents relating to people or entities of which Blair may have

no knowledge. The definition of "person" is vague, ambiguous,

overly broad, unduly burdensome, oppressive, vexatious, and may
C'

request the production of irrelevant documents or call for

documents not in the possession, custody, or control of Blair.

4. Blair objects to the definition of "documents" and

to each document request incorporating such definition to the

extent that it is inconsistent with or seeks to alter or expand

the requirements of the Federal Rules of Civil Procedure.

5. Blair objects to each request if and to the extent

that it requests the production of documents protected against

disclosure by the attorney-client privilege, the work product



doctrine, or any rule of privilege, confidentiality, or immunity

provided by law. Blair further objects to each document request

to the extent that it requests documents the production of which

would violate the privacy rights of individuals, confidentiality

agreements, or that would result in the disclosure of

confidential commercial information, trade secrets, or

proprietary information. Moreover, Blair construes each document

request not to request legal memoranda, drafts of pleadings,

attorney notes, communications between counsel for Blair and

%0 counsel for individual employees of Blair, communications between

- Blair and its counsel, or other documents and communications that

CNI have come into existence in anticipation or after Blair learned

- of the commencement of the Federal Election Commission's

proceedings.

6. In responding to these questions and document

requests, Blair does not waive the foregoing objections or the

C- specific objections that are set forth in the responses to

particular requests. In addition, Blair does not concede by

responding that the answers or documents sought or produced are

relevant to the subject matter of this action or are calculated

to lead to the discovery of admissible evidence. Blair expressly

reserves the right to object to further discovery into the

subject matter of these requests and the right to object to the

introduction into evidence of any documents produced in response

to these requests.
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RESPONSES AND SPECIFIC OBJECTIONS

Blair incorporates its General objections by reference

into each response as though fully set forth therein, and no

response shall be construed to waive any of those General

objections.

Qustion My. 1: Provide a list of all D.H. Blair & Co.
Inc. employees who engaged in buying or selling securities or
other investment products or services, or who assisted such
persons, during the period between December 1994 and present.
indicate each employee's position, and dates of employment.

Response to Question No. 1

Blair objects to Question No. 1 because it is overly

broad and unduly burdensome. Without waiving and subject to this

objection and the General Objections, Blair will provide such a

list, and it can be found at pages 00001 - 00015.

question No. 2: Identify the parent company and
subsidiaries of D.H. Blair & Co. Inc.

Response to Question No. 2

Without waiving and subject to its General Objections,

Blair states that it is a privately held corporation with no

parent or subsidiary corporations.

Question No. 3: Identify all D.H. Blair & Co. Inc.
employees, agents or contractors who were responsible for
supervising brokers and other registered representatives between
Decenber 1994 through present.

0



lemms to OUsation No.3

Blair objects to Question No. 3 because it is overly

broad and unduly burdensome. Without waiving and subject to this

objection and the General Objections, Blair states that the

following Blair employees were responsible for supervising

brokers and other req istered representatives between December

1994 through the present (in alphabetical order): Epitanio

Almodovar, Richard Biele, Michael Bogusky (former employee),

Chris Calipa, David Dallow, Brian Frank, Raymond Hernandez,

Richard Maio (former employee), Frank Monte (former employee),

Anthony Palmer, Steven Sherman, John Ubaldo, and Arnold Wickes.

Ouostion No. 4: Identify all persons with knowledge of
D.H. Blair's telephone system as it pertains to billing reports
and any monitoring or recording system(s). As noted in the
instructions, provide the present position of each such
person(s).

Obiections and Resonse to Ustion No. 4

Blair objects to this question as vague, overbroad, and

unduly burdensome in that it seeks without qualification or

clarification "persons with knowledge," including people who may

be unrelated or unknown to Blair. Without waiving and subject to

this objection and the General Objections, the following employee

is and has been responsible for Blair's telephone system as it

pertains to billing reports and any monitoring or recording

systems from December 1994 through the present: Ruth Robles.
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DOM I t qst 32. 1: Provide copies of all
organizational charts of D.H. Blair & Co. Inc. in effect during
the period of December 1994 through present.

Resnonse to Doment Request No. 1:

Without waiving and subject to its General objections,

Blair states that it has and will provide a current

organizational chart and that it has and will provide

descriptions of Blair's structure for supervisory responsibility,

which were issued periodically in the month and year indicated at

the top of each memo. This documents can be found at pages 00016

-- - 00024.

CVJ Dociment Reauest No. 2: Provide copies of all
documents concerning, relating to or addressing company sales
practices, particularly with regard to the development of
prospective customers and the practice of "cold calling,"
including but not limited to employee handbooks, training manuals
and materials, and company guidelines.

Objections and Response to Docoment Requst No. 2:

Blair objects to this request on the ground that it is

overbroad, unduly burdensome, and seeks irrelevant information.

Without waiving and subject to this objection and its General

objections, Blair will provide documents that address the use of

lead lists in sales solicitation, and they can be found at pages

00025 - 00207. Blair is not withholding from production any

document called for by this request that refers in any way to FEC

contributor lists.



Docimat Reffut Ng. 3: Provide copies of all
documents relating to any requests for information from the
Public Records office of the Federal Election Commission as well
as all documents relating to use of information so obtained.

objections and ReMso to-_Doouent Request So. 3:

Without waiving and subject to its General objections,

Blair will provide documents responsive to this request and they

can be found at pages 00208 - 00336. Blair withholds from

production certain documents representing communications between

employees and the General Counsel of Blair that are protected

from discovery by the attorney-client privilege.

Roger M. Witten
Margaret L. Ackerley
WIUIER, CUTLER & PICKERING
2445 M Street, N.W.
Washington, D.C. 20037
(202) 663-6000

Counsel for Respondent
D.R. Blair & Co., Inc.

May 8, 1996



D H. Blair & Co. Inc
44 Wall Street, New York. N Y 10005
Telephone (212) 495-48 7'

800) 677 4400,

FaA 212 425 0174

Estabjised 1, 1904

Membners New York S!cock Exchange. Inc

Any and all use of leads f'romi political contnbution lists must cease

imnmediatelv Failure to compiv \N ill result in significant disciplinar\ action to

include potential termination of employment This v~ould be independent of

any leg-al course of action the Federal Election Commi: -ion wi~shes to pursue.

We have been int'Ormed that tise of campali-i funding lists for commercial

purposes. solicitationis etc is a \ iolation of 2 U. S. C. 138(a)(4) a provision

of the Federal I- lect ion ('aimpaign \ct of N 1 1I This information on "-Sale

and Uise" n fact ac~conipaill..i', Aii sent b,. thle Public Records entities arid

should not requtir ami rte notific'Atun

Jack \Ick 1;111

STEVEN A SHERMAN
Senior Vice President I Sale,



Attachment L
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DATE: March 26, 1996
TO: * DisftbUtion
FROM: JACK MCGUURE

RE.,F:

~'1

C\J

00209

D.H. Blair has retained Kenineth Gross, a partner at the law firm of Skadden, Arpe to
initially represent 0+1. Blair brokers in the inquiry recntl received from the Federal
Election Commission Ken is forme r head of the Enforcemnent Divison in the Office of
the General Counsel for the Federal Election Commission, from 1980 through 1986.

This will reiterate the instructions prevxisly given, as follows:

1. If you have received docimitents from the Federal Election Commissio wid stil
have them in your posssion, do Ogdestroy them; maintain themn in a safe placi
until we have an opruity to di-ss this with Ken.

2. Do not discuiss the substance of the invetigaion with other indivkmidas who many
have received a letteir or other communication from the Federal Elecfmn
Commission.

Ken will be here on Weday morig, March 27 to begin his initial review of this
matter. Please advise me if you will not be available during the day on Wedfvway t
spend time with Ken.

In addition to assembling the fadts, will still need to resolve the issue of the potentia
conflict of interest between individual brokers who have received letters and the firm.
Any questions with regards to those issues should be directed to Ken when he arrives
on Wednesday. Many thanks for your continued cooperation.

in Michael Lichtensteini
Gary Auerbach
Gabe Cerrone
Scott Lederman
Michael Hooshmand
Steve Lichew
Michael Bodnar

CC" Kenton Wood Steve Sherman Bill Badinell Howard Wynn

L*!-. 11 11,-, !!.:I]
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VIA HAND DELIVERY PS

Lawrence M. Noble, sq. T~OMO

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

Attn: Dawn M. Odrowski, Esq. C

Re: MUR 4320 -Michael LichtnS~tein

Dear Mr. Noble:

This is in response to the letter dated March
\C) 14, 1996 notifying Michael Lichtenstein that the Federal

Election Commnission (OFECO or *Comission*) found reason
to believe that he may have violated the Federal Election
Campaign Act of 1971, as aedd("FECA'). Specifically,
the Commission alleges that Mr. Lichtenstein knowingly
and willfully requested and used copies of contributor
lists from reports filed with the Commuission for the
purpose of using those names to solicit brokerage busi-
ness.

FECA prohibits information copied from reports
or statements from being "sold or used" by any person for
commercial purposes. 2 U.S.C. 5 438(a) (4).
Mr. Lichtenstein makes hundreds of phone calls per day
soliciting new brokerage accounts (ie. cold calls), and
the FEC lists were merely one of numerous lists he used.
Mr. Lichtenstein did not believe nor had reason to be-
lieve that using the FEC lists was illegal. Contrary to
the FEC's Factual and Legal Analysis, no one at the FEC
told Mr. Lichtenstein that it was illegal to use the
li-sts for commercial purposes or even asked him the pur-
pose f'or which he wanted the lists. The management of
D.H-. B'Iair & Co., Inc. ("D.H. Blair") also failed to
inform Mr. Lichtenstein of this. Mr. Lichtenstein does
not- remember reading the notice accompanying the lists or



Lawrence M. Noble, Esq.
May 8, 1996
Page 2

receiving a brochure describing the "sale and use re-
striction." When he received the lists, he went directly
to the names and threw away the other attached pages
without reading them. 5r& attached Affidavit of Michael
Lichtenstein (this is a fax copy, the original copy is
forthcoming). This is understandable because D.H. Blair
brokers use many lists from various sources in any one
day. Mr. Lichtenstein did not spend time examining the
lists but was just looking for new names to call.

Indeed, Mr. Lichtenstein was led to believe
that using contributor lists was valid. The use of FEC

"V contributor lists at D.H. Blair was a common practice in
that Mr. Lichtenstein frequently saw copies of those
lists sitting on the desks of other brokers and heard
brokers speak of using such lists. Moreover, D.H.
Blair's management referred to FEC contributor lists for
use in soliciting business. For example, during a meet-
ing to motivate brokers to increase sales, Brian Pranks
who represented management referred to the so-called
"political" or "election" lists as good lead sources. In
contrast, the illegality under federal securities laws of
using lists of other brokerage firms, accounts, couwuonly
known as "microfiche," was well known throughout D.H.
Blair and communicated by management to the brokers. .9
attached Affidavit of Michael Lichtenstein. Therefore,
it was more than reasonable under these circumstances for
Mr. Lichtenstein to believe that using contributor lists
was legitimate. There was nothing willful about the
management's failure to inform its employees of the sale
and use restriction. It appears that no one in D.H.
Blair's management knew that using the FEC lists as a
lead source was impermissible or it would have informed
its employees as it did regarding the microfiche.
id.
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Therefore, given that Mr. Lichtenstein had good
reason to believe that using the lists was valid, no fur-
ther action should be taken against him and certainly no
finding of willful misconduct.

Attachment
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I, MCHAI "ICRTMNSnZN, being IdUly sworn,, dodopose and say the following:

!. 1 as *nPloyed by D.H. Blair a Co., Inc.(WD-H. Blair*) &N A broker during 1995.and I solicited brokerage acounts overthe phone. I so" 'icitej brokerage businego
by making hundreds of phone calls a day.This is known as -cold calling.n ThePoderAl ZiectioA COwmision (a"Ftcaj liwtowere meurely one of Many lists I used.

2. did not believe that using the PUC lintoyarn illegal. No one at the FRc told methat it was illegal to use the liota forccolrcial Purpofs or even Asked ww why Ivsjtsd the lists. The maagelftnt of D.Mj..air & Co., Inc. ("D.R. Blairs) also 4i4not tell ams this. I do not remtember re"d.Ing a notice accoispanying the.lists or wiM-ceiving a brochure describing restrictinon uigthe lists. when I reosived theC71 listat I went directly to the neiame and
thrw aay he other attached pages with-

3. The use of FIC contributor '18to at D.H.Blair was a couin practice. i frmqpentlysaw copama of those liste Blitting on thedeas of other brokers axM4 heard brokersspeak of uoins such lists. During a meet-ing to motivate brokcers to increasee sales,Brian Franks, who represented imnagementreferred to the so-called 'politicals or,election" li.sts as good lead cources.
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Dawn Odrowski, Esq.
Federal Election Commission
999 E Street, N.W.

mJZ. 44 06 A

Washinfgton, D.C. 20463 0 1

Dear Dawn:

As we discussed, enclosed is Attachment R to our 19y ~
1996, letter to the Commission, as well as the draft concilZtic9Fx!c
agreement. Also enclosed is Kenton Wood's original affidavit t* '6
replace the faxed copy we filed with you yesterday (Attacht 0 2

to our May 8 letter). Finally, as requested, I enclose the D.H.
Blair & Co., Inc. employee phone directory.

Please let me know if we can be of any further
assistance.

With kind regards,,

Margaret Ackerley

Enclosures
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CourseC Tm. "rate
CMPOOI Prospecting 1 SIA/Intaral asro

Desipton:This course, pat of the firn's new hire orierietion and given bya member of the Comnpliance Departnent, takes an In-depth look at goeTolephone Act of 1991 which restict cold calling during certan periods. Alsocovered is the requirement for a "do not callI list its practical ramfiaton aWWthe approved activities for non-registered prospectors. %a course w*l hnd 11review of various sources from whch solicHtatiOn is vrobwd by Federa orState law, i.. Florida's -no car regulations want Federal BEcliopCommission's prohibition on the use of contpibutor lists.

CMP002 Insider Trading/Chiinese Wagls 2 Intermaltown. SemninarDescription: This course, given by the firm's General Counsel, review the=coPts Of inside t"ding restrictions from the Acts of 1934 and 1968, kmddlninsider trding, tipping, Chinese walls, penalties and D.H. SlaW policie aridprocedures. A video which features former SEC officials augment this
presentation

CMP003 Comnpliance Matters 2 Cornpoiance Resources GroupCasom
Desciption- This course, a vieo preetain. gives an investmen

compliance overiew

CMP004 Disciplinar Cases 1 lntema/NASD/NVSE SeminarDescription: This course wiNl focus on recent regulatory actions takenagains registered represtatives.

CMPOOS Hot issues 1 InternalSeia
Description. This course wilU cover freerkding and withholdin. Thediscussion will include definition of a hot issue, NASD Rules of Fair Practice,restricted accounts, associated persons, normal investment practice, immediat

family members, allocations, hot issue sales supervision.

CMP006 Ethics I Association for Investment Management Self study
Descnption- This course consists of selected readings from the1CFA Continuing Education. It includes ethics in the securtes industry, decision

making, judgemen-t interaction, etc

CMP007 Penny Stocks 1 Internal Seminar
Descnption- This course covers all aspects of the SEC's rule on sellngPenny stocks- Included are all the required disclosures to customers. There is afull discussion of which customers come under the rule, as well as wh~ich stocks.Exceptions are discussed as are firm policies and procedures-

K

NtAT. - tWl10:52 D.H. BLAIR TL227702 .0
TEL:212 747 0126

0

P. 007

MKJAIVCE

Course * TM&
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CM1POOa ReCent Regijaos I Iribmal SmDescrpton: Thea. onogloln programs, wil coveir any rstefvat r
chWang and new rules. Cowee wNi be SEC. NASD and NYSE regultins

aUSooi m. individual investoir 1
Description: This course contsists

Continuing Education. It covers daint
objective, portflios and ma-~ g

Assoc. for Invest Wg Sel fstdy
of seleCtedA risedkWg from the 1CFA

mwomshipsg

BUS002 The Women's Market 1 Amer~can Demographis Semiar
Description: This course, given by Adrnillnstav miageen"KI willfocus on the growving econiomnic clout o& women. Rt wUI review factor V1atinfluence womfen's buying powr, attitudes towrd .ieserpdts andservices and offer inights on how to effeictively targe ti market

BUS003 Risk, Reward and Diver fcaio 2 rKnowledge Pail ClasDescription: Covers the concept of risks in invstn and thecorresponding relationship of Owi return on the speclfl invenenit This wi"include a discussion of all risks, methods to mnimize these risks. anid hisorical
returns.

BUS004 Asset Allocation 1 nwlde Poe Classroomn
Descrptin: Inicludes asset maloin meyt-odologies, p rcIimfpications of modem porbfoio theory, the tax consequer'ms of trading, assetperformance and surplus conbVo. A video psetton is included.

Product nowledqe

PRD001 Taxation and Tax Planning 2 Sinri-Davies SeminarDescription: This course, given by a senior account executive who Isa CPA. will cover the tax treatment of investmnent income, capital gains arndlosses, tax pitfalls, year end tax strategies, and IRS regulations. Examples areused to illustrate key tax concepts.

Management

MGTO01 Managing the Investment Professional 2 ICFA Self studyDescription. This course consists of selected readings from 1CFA

TEL:212 747 0126 P. 001
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Attachaent 0

AFFIDAVIT OF KENTON E. WOOD

I Mv name is Kenton E Wood51

t,,7:

2I am currently the Chairman of the Board at D.H Blair & Company, Inc. ('D H BlI) C>

3 1 have been so employed by D.H. Blair since February 1, 1992.

4 Prior to the receipt of the Commission's letter to D H. Blair dated March 14, 1996. 1 was

unaware of the illegal use by Blair employees of contributor lists.

5 To my knowledge, no D H, Blair employee has used a contributor list for commercial

purposes since March 19, 1996

Subscribed and sworn to before me
this 7th da\y of \ta\-. IlPQ4

\1\ Commission Expires 4M

HOWDM WYN
Notary sla'e 0f New York

C, K , d M
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May 8, 1996
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Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Attn: Dawn M. Odrowski, Esq.

Re: HUR 4320 - D.H. Blair j Co.. Inc.

Dear Mr. Noble:

This letter responds to your March 14, 1996 "reason to

believe" letter to our client D. H. Blair & Co., Inc. ("Blair")

regarding a possible violation by Blair of 2 U. S.C. S438 (a) (4) .

As we have previously informed you in writing on April 5, 1996,

and at our meeting on April 11, 1996, Blair wishes to cooperate

with the Commission to resolve this matter expeditiously through

pre-probable cause conciliation pursuant to 2 U. S.C. S432 (g) (4);

11 C.F.R. S 111.18.

I. Blair Management Did Not Encourage or Approve
Violation of Section 438(a) (4) and Responded
Promptly and Effectively To Terminate the Practice
Once It Was Discovered.

As you may know, Blair, a member of the New York Stock

Exchange, specializes in providing brokerage services to high net

worth individuals who seek to invest a small portion of their

assets in a diversified portfolio of emerging companies,

WAG64NGOVA.
840104009c
LONOO#
DRUSSCLS
SE SLIN



particularly in the technology and medical fields. Blair employs

approximately 134 account executives and an additional 135

trainees (prospectors and account executive trainees) who call

prospective clients and send them information on the firm. To

attract suitable clients, Blair uses "lead lists" from a variety

of sources, some of which the firm buys and others of which are

obtained by individual brokers at their own expenses. Thus at

any given time some 270 registered and trainee sales personn~el

may possess a variety of "lead lists" for use in the firm's

office.

Blair's senior management has taken a number of steps

to ensure that such lead lists are used properly and lawfully.

For example, whenever the firm is notified that particular

recipients object to unsolicited telephone calls, Blair "blocks"

those telephone numbers so that they can not be called, even

inadvertently, from Blair's office. Similarly, Blair has been a

leader in attempting to prevent its employees from using stolen

"lead lists" through training, supervision and discipline.

Blair's policies to prevent, discourage, and punish

violations of sales practices which it knows to be illegal are

widely communicated and vigorously enforced. (Se for example,

Attachments A-C). The Firm takes swift and severe action against

employees who engage in sales practices known by the Firm to be

illegal (such as use of account information from other firms).

In one recent instance, for example, an employee was fired after

having been discovered by his supervising manager to have been

-2 -



U F
involved in stealinq a lead list. Sales supervisors are

constantly alert to possible violations of Blair's policy on

sales practices.

Unfortunately, Blair's senior management was unaware,

prior to its receipt or the Commission's "reason to believe"

letter, that Section 438(a) (4) prohibited the use of Commission

contributor lists for commercial sales purposes. Had Blair's

senior management known of the legal problem with the use of such

lists, Blair would have taken immediate steps, as it in fact did

immediately upon receipt of the Commission's "reason to believe

letter," to prevent their use. As discussed below, Blair has

taken immediate action to halt its employees' use of contributor

lists, and supervisory personnel are now keenly aware of their

duty to prevent use of contributor lists in the same manner as

they guard against other serious violations involving sales

activities.

It is against this background that some Blair managers,

who generally encourage the proper use of "lead lists," but who

did not know of the Section 438(a) (4) prohibition, became aware

that some of Blair's approximately 270 registered and trainee

employees had obtained and were using Commission contributor

lists to make unsolicited calls to potential clients. it is

understandable that front line supervisors, whose principal

training and responsibilities relate to securities law, not

election law, compliance were unaware of Section 438(a) (4).

Indeed, our research retlects no-other case where this issue has

-3 -



come up in a brokerage firm, and we are unaware of any securities

industry publication addressing the issue. Blair has long been

in compliance with the National Association of Securities

Dealers' policy on telephone solicitations which makes no mention

of the prohibition on commercial use of political lists. (See

Attachment D). Moreover, Blair's sales practices were recently

audited by the New York Stock Exchange which found "no problems"

of any kind. (See Attachment E).

No one in Blair management at any level ordered,

directed, encouraged, or approved the use of such lists knowing

that such use for commercial purposes was illegal. Therefore, we

are aware of no support for the suggestion in the *reason to

believe" letter (at p. 6) that knowing misuse of contributor

information "was either implicitly or expressly encouraged by the

corporation." In this regard, we are submitting herewith the

affidavits of Blair's management personnel who have direct

supervisory responsibility for Blair's salespeople. (.,J

Attachments F-0, the affidavits of Epi Almodovar, Richard Biele,

Christopher Calipa, David Dallow, Brian Frank, Raymond Hernandez,

Anthony Palmer, Steven Sherman, John Ubaldo, and Kenton Wood.)'

I We have attached the affidavits of supervisory
personnel with direct responsibility for the supervision of
account executives, prospectors and account executive trainees
during the time period in question. We have not presented
affidavits from persons, such as Arnold Wickes (previously in
operations) who just recently assumed supervisory
responsibilities or Lisa Dellapietra and Charlene Trotter, who
are administrative managers, but who have no direct supervisory
responsibility for account executives, prospectors and account

(continued...)

I



When Blair management received the Comission's "reason

to believe" letter, Blair immediately took all appropriate steps

to respond to the problem in a constructive and law-abiding way.

In particular, Blair:

* Immediately instructed employees to

segregate, preserve and not use any political

contribution lists and other documents

responsive to the Commission's subpoena (see

Attachment P);

* Immediately directed that its employees cease

any further use of names obtained from

commission contributor lists and, to this

end, advised employees in writing that future

use "will result in significant disciplinary

action to include potential termination of

employment" (see Attachment Q);

* Took steps to issue policy advisories to make

sure all current and future personnel are

aware of and comply with Section 438(a) (4);

* Took steps to insure that current and future

sales personnel and managers receive training

with respect to Section 438(a) (4), including

(... continued)
executive trainees. Conversely, we have included affidavits from
Richard Biele and Epifanic Almodovar, who, although they have no
current supervisory responsibilities, did supervise certain sales
persons during the relevant time period.

- 5-



appropriate additions to Blair's regular

training classes for newly hired personnel

and its continuing education obligation (see

Attachment R);

* Retained expert counsel to advise it, and

arranged for affected employees to have

separate expert counsel;

* Undertook to review the facts relating to

each implicated employ ee and to take

appropriate personnel action had it been

found that an employee knowingly violated

Section 438(a)(4); and

* Promptly advised the Commission that it would

cooperate fully with its investigation and

indicated an intention to utilize the

Commission's conciliation program.

Solely for purposes of resolving this issue with the

Commission, Blair would not contest the assertion that some of

its sales personnel may have used Commission contributor lists

for purposes prohibited by Section 438(a)(4). Similarly, Blair

would not contest the assertion that some of these sales

personnel may have been on notice that Section 438(a) (4)

prohibited such use. Finally, Blair would not contest the

assertion that the Commission may have forwarded to some of its

-6 -



sales personnel materials accompanying contributor lists,

reflecting Section 438(a)(4)'9 ban on commercial use.3'

While Blair would not contest these points, it has not

been able to confirm the accuracy of certain of the specific

assertions set forth in the "reason to believe" letter. For

example, Blair cannot confirm the Commission's apparent assertion

(at pp. 4) that numerous (as many as thirty, according to your

staff) current and former Blair employees used Commission

contributor lists for sales purposes. In addition, it appears

that at least one of the employees who received a "reason to

believe" letter did not in fact use the list that he requested

and received. Blair is not aware of facts that would confirm the

allegations in the "reason to believe" letter (at pp. 2-3, fn.2,

3) concerning particular statements purportedly made by current

or former Blair personnel to Commission staff. Moreover, as

stated above, although some Blair managers became aware that some

employees were using contributors list, no Blair manager directed

or approved such use with knowledge of Section 438(a)(4)'s

prohibition.

2 We note, however, that, with the exception of the "Sale
and Use of Campaign Information" brochure, which the Commission
acknowledges was not mailed with every list, the statements of
the restriction on the lists and accompanying documents are not
hard to miss. Further, though the Commission reports that its
public records staff is trained to verbally recite the
restriction to anyone ordering contributor searches, two recent
calls to the Commission for lists found that this practice is not
followed.
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D.H. Blair is fully committed to resolving this matter

with the Commission, and we stand ready to provide any further

information you may need.

Sincer l y,

Robert B. McCaw
Roger M. Witten
Margaret L. Ackerley

Counsel for Respondent,
D.H. Blair and Co., Inc.

- 10
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AFFIDAVIT OF EPIFANIO ALMODO VAR

I - My name is Epifanio Almodovar.

2, 1 am currently a Broker at D H Blair & Company. Inc. ("D.H Blair").

3, 1 have been employed by D H. Blair since the spring of' 1992.

4. 1 report to Steve Sherman

5. From approximately November 1995 through February 1996, I was a prospect manager

and had supervisory responsibilities (with three other managers) for the prospectors.

6. Prior to March 1996. 1 was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7 1 did not encourage the use of contributor lists

8 Prior to Mlarch I1996. I was unawkare that commercial use of such lists was illegal.

Q I did not order. direct. encourage, or approve the use of contributor lists knowing that

such lists Nw-as illevgal

I i I receiv ed a memo from Stev e Sherman on \larch 19, 1996. re~ardiniz the sale and use

restriction on contributor lists found at L' S C 4 4318 (a) (4)



1L I. now understand that use of contributor lists for commercial purposes is illegal and in

violation of D.H. Blair's policy.

12. To my knowledge, no D H. Blair employee has used a contributor list for commercial

purposes since March 19, 1996

SubscrijW and swor to before me
this'7f"t day of May, 1996.

lotary Public

My Commission Expires:

(ahi

SIS y f

HOVRW M. WYNN
NOYFui. Star. 0( New York

Ho. 31-4965143
Oumiftd i Now Voik Countk~

Cmmissio Exm August 28.1lr?
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AFFIDAVIT OF RICHARD As BIELE

1. My name is Richard Biele.

2, 1 am currently a broker at D H Blair & Company, Inc. ("D H. Blair"').

3. 1 have been employed by D.H Blair since July 1991.

4. 1 report to Steve Sherman

5 1 was a prospect manager (with one other manager) from approximately June 1995 to

December 1995. and had supervisory responsibility for the prospectors.

6. Prior to March 1996. 1 was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7 1 did not encourage the use of contributor lists

8 Prior to Mlarch 1 9q6. I -*%as unaware that commercial use of such lists was illegal

9 1 did not order. direct. encourage. or approve the use of contributor lists knowing that

such I sts % as IlIleval

10 1 recei\. ed a memo from Ste% e Sherman on March 19. 1996. re~arding the sale and use

resticton n cntrbutor lists found at L' S C § 438 (a) (4)



11. 1 now understand that use of contributor lists for commercial puposes is illegal and in

violation of D.H. Blair'9s policy.

12. To my knowledge, no D H. Blair employee has used a contributor list for commercial

purposes since March 19, 1996

Richard A, Biele

Subscribed and sworn to before me
this Yfjh day of May. 1996.

My Commission Expires.-

(awel

~* _

HOWARD M VY1N
NoayPub4c. State of New York

No. 31-4955143
Qualified In New York Cotyn~i/

Commission Expwes August 28. 1a

1 4 'P
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I . My name is Christopher A. Calipa.

2- 1 am currently an Account Executive and Prospect Manager at D.H. Blair & Company,

Inc. ("D.H. Blair").

3 1 have been employed by D. H. Blair since November 199 1.

4. 1 report to Steve Sherman and Brian Frank

5. 1 have supervisory responsibility (with three other managers) for the prospectors.

6- Prior to March 1996, I was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7 1 did not encourage the use of contributor lists.

8 Prior to March 1996. 1 w~as unaware that commercial use of such lists was illegal

I) did not order, direct, encourage. or approve the use of contributor lists knowing that

such use %%as illegal

I ) I receIN, ed a memo from Steve Sherman on Mlarch 19. 199P6. regarding the sale and use

restriction on contributor lists found at 2 L' S C § 4318 (a) (4)



11. 1 now understand that use of contributor lists for commercial purposes is illegal and in

violation of D.H. Blair's policy.

12. To my knowledge, no D.H. Blair employ'ee has used a contributor list for commercial

purposes since March 19, 1996.
/

Subsribd ad sorn o bfor meChristopher A.'Calipa

this 7' th day of May, 1996.

Notary PubIc

My Commission Expires:-

ICahpaj

PAA It "M
t~~yPubhic. Sit Of New York

N~o. 31-4965143
Oualiftec in New York county

Cbr~ng.- -no~ Fxpires August 28, 9Lr
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I My name is David A Dallow.

2 1 am currently a Prospect Manager at D.H. Blair & Company, Inc. ("D.H. Blair").

3 1 have been employed by D.H. Blair since January 1994.

4. 1 report to Steve Sherman,

5 1 have supervisory responsibility (with three other managers) for the prospectors.

6 Prior to March 1996. 1 was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7 1 did not encourage the use of contiributor lists.

8 Prior to Mlarch 1996, 1 w-as unaware that commercial use of such lists was illegal.

9 1 did not order, direct, encourage. or approve the use of contributor lists knowing that

such use was illeg-al

I I recei, ed a memo from Stev e Sherman on Mlarch 19. 1996. regarding the sale and use

resticton n cntrbutor i'sts found at 2 L' S C § 438 (a) (4)

II I now understand that use of contributor lists for commercial purposes Is ille-Ral and in

\ iolaTion of D H- Blair's polic\'



12. To my knowledge, no D.H. Blar employee has used a contributor list for commercial

purposes since March 19, 1996.

David A. Dallow
Subscribed and sworn to before me
this -23h day of May, 1996.

My Commission Expires:~ ~ 7

NOtaY Pubi., Stat, Of New York
N.31-495143

00IDaIec i N w ~ w
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AFFIDAVIT OF BEiAN L. FRANK

I My name is Brian L Frank

2. 1 am currently a Senior Vice President and Sales Manager at D.H. Blair & Company. Inc.

("D H Blair"')

3. 1 have been employed by D.H. Blair since March 1986.

4 1 report to Steve Sherman

5 1 have supervisory responsibility for brokers. account openers, and prospectors.

6 Prior to March 1996, 1 was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7. Prior to March 1996, 1 was unaware that commercial use of such lists was illegal.

8 1 did not order. direct. encourage. or approve the use of contributor lists knowing that
such use %~as illega

I received a memo from Steve Sherman on March 19. 1996. reeardiniz the sale and use

restriction on contributor lists found at 2 L' S C § 4.38 (a) (4)

10 1 no%% understand that use of contributor lists for commercial purposes is illegal and in

\lolation of D H Blair's polICV



II To my knowledge, no D.H. Blair employee has used a contributor list for commercial

purposes since March 19, 1996.

Brian L Frank

Subscribed and sworn to before me
this ' fith day of May, 1996.

NIN Commission Expires.

HOVRD M. WrfM
NWW V Pubic. Stm at Now Yrk

No. 31-49%5143
Qua~iie in Now York Couny- 2

COnmmissiori ExPees August 28, 1 91..fI, rank;.

C-/XlT-e



I. My name is Raymond Hernandez, Jr.

2. 1 am currently a Vice President and Prospector Manager at D.H. Blair & Company. Inc

(14D H. Blair").

3. 1 have been employed by D H. Blair since January 1994.

4- 1 report to Steve Sherman and Brian Frank.

5 I have supervisory responsibility for the prospectors.

6, Prior to March 1996, I was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7. 1 did not encourage the use of contributor lists.

8 Prior to Mlarch 1996. 1 ixas unaware that commercial use of such lists was illegal.

Q I did not order. direct, encourage, or approve the use of contributor lists knowing that

such lists As Illegal

10 1 received a memo from Steve Sherman on Mlarch 19, 1996, regarding the sale and use

restriction on contributor lists found at Ui S C § 4-38 (a) (4)

&tachuent K

AEFIDAVIT-OF RAYMOM HERNANDEZ,

.0% #



11. 1 now undersand that use of contributor lists for commercial purposes is illegal and in

violation of D.H. Blair's policy.

12. To my knowledge, no 0 H. Blair emplovee has used a contributor list for commercial

purposes since March 19, 1996.

R'<,m on df rn adet)(

Su 'bed and sworn to before me
this __th da of May, 1996.

My Commission Expires.

HONW. WYNN
Ifiy Public, State ot New york

No. 31-4965143
uWd in NOW York Cu~

ComilujtOn XPirM Augujst 2.,

0 4
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1. My name is Anthony V. Palmer

2. 1 am currently a Prospect Manager at D.H Blair & Company, Inc. ("D.H. Blair").

3. 1 have been employed by D.H. Blair since the summer of 1992.

4. 1 report to Steve Sherman and Brian Frank.

5. 1 have supervisory responsibility (with three other managers) for the prospectors.

6. Prior to March 1996, 1 was generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7. 1 did not encourage the use of contributor lists.

8 Prior to March 1996, 1 was unaware that commercial use of such lists was illegal.

9 1 did not order, direct, encourage. or approve the use of contributor lists knowing that

such use w~as Illegal

10 1 received a memo from Stev e Sherman on March 19. 1996. regarding the sale and use

restriction on contributor lists found at 2 U S C § 438 (a) (4)

1 1 1 now understand that use of contributor lists for commercial purposes is illegal and in

violation of D H Blair's poliCV

AEFEDAVIT OF AMONY Ve- PALMER

atachment L
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12. To my knowledge, no D.H. Blair employee has used a contributor list for cotmercial

purposes since March 19, 1996.

Subscribed and sworn to before me
this -th day of May, 1996.

Notary Ablic

'Palmer

My Commission Expires.

IfthneT J

HOV4 RD M. WYNN
*10 V Public. Stat of Now Uk

N.. 31-4366143
mmOl~ied in NSAlYakW"~i~It

3/04/*f '7 -I I - --
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AFFIDAVIT OF STEVENSHR N

I MvN name is Steven Sherman

2 1 am currently a Senior Vice President at D H. Blair & Company, Inc. ("D.H. Blair")

3 1 have been employed by D-H Blair since January, 1990.

4 1 report to Kenton Wood, Chairman of the Board of Directors of D.H. Blair.

5; 1 have supervisory responsibility for all retail sales activity, and all of D.H. Blair's

registered representatives

6 Prior to March 1996, 1 was not generally aware that certain employees were using lists of

political contributors for purposes of identifying potential clients.

7 did not encouragze the use of contributor lists

8 Prior to Mlarch 1996. 1 Nas unaware that commercial use of such lists was illegal

9 I did not order. direct. encourage. or approve the use of contributor lists knowing that

%-LICh listS %%as Illep-al

1I authorized and distributed a memio to all employees on MAarch 19P. 1996 relzarding the

sale and use restriction on contributor lists found at U S C § 438 (a) (4)



11. 1 now understand that use of contributor lists for commercial purposes is ilegal and in

violation of D.H. Blair's policy

12. To my knowledge, no D Ii Blair em ployee has used a contributor list for commercial

purposes since March 1#,. 1996 __ A

Subscribed and sworn to before me
this _7_h day of May. 1996

My Commission Expires.

[sheman

LOUTS DAVIAPJO
NWuY PUh (Z

CIMW&4.)n Z:3



AFFIDAVIT OF JOHN L UBTALD

1 My name is John L. Ubaldo

2. 1 am currently the Assistant Sales Manager at D.H.- Blair & Company, Inc .("D. H

Blair").

3 1 have been employed by D.H Blair since April 1989.

4 1 report to Steve Sherman

5, 1 have supervisory responsibility for the junior brokers.

6 Prior to March, 1996, 1 was not aware that certain employees were using lists of political

contributors for purposes of identifying potential clients.

7 1 did not encourage the use of contributor lists.

8 Prior to March 1996. 1 vas unaware that commercial use of such lists was illegal

Q 1 did not order. direct. encourage. or approve the use of contributor lists knowing that

such lists was illefaal

U I received a memo from Steve Sherman on March 19. I1Q96. re~ardinu the sale and use

restriction on contributor lists found at L' S C § 43)8 (a) (4)
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11. 1 now understand that use of contributor lists for commercial purpose is illegal and in

violation of D.H. Blair's policy.

12. To my knowledge, no D H Blair employee has used a contributor list for commercial

purposes since March 19. 1996

Ubaldo

Subscribed and sworn to before me
this'?? th day of May, 1996.

My Commission Expires: ~'~~6' fi

HcW*RO M WYNN
Nby Pubtic. Stine of New York

No. 31-4955143
Ouslifiod in New Yoi~k Co ur'y 97

Coumniesion Expires Augjust 28.19....
Iuba&I

Johr



mw~D~:qOK BLAIR
P. 002

AFFIDAVIT OF KENTO JE. O

1. My name is Keniton E. Wood.

2 1 am curTently the Chairman of the Board at DR Blair & Comparty, Inc. ('DR Blair").

3. 1 hawe been so urnplayed by O.H. Blair since Eebruazry 1, 1992.

4 Prior to the receipt of the Commission's lette, to DXH. Blair datd March 14, 1996, 1 was
unaware of the illeal use by Blair cmnploysin of conuibutor lists.

5. To my knowledge, no D.H. Blair employee has used a contributor list for 1 1 rnme rcu
PrPoses since March 19, 1996.

Subscribed and sworn to before me
this 7th day of may, 1996.

My Commission Expires ~ 9

"0~0 M. YWYM4
Naowy Public. Stwt of New 'fOl

No. 31 -455143
Qualified in N*~ York O

Cwr-.so ExPires August 218.14V..

TEL:Z12 747 6126

*ttachmot 0



Attachment P

-. >

TO: *Distributio
FROM: JACK MCGUIRE

RE: Feda hdnC~da

D.H. Blair has retaied Kenneth Gross, a partner at the law firm of Skadden, Arps to
~ituy represent D.H. Blair brokers In the inquiry recently received from the Federal
Election Commission Ken is former head of the Enforcement Division in the Offlice of
the General Counsel for the Federal Election Commission, from 1980 through 1966.

This will reiterate the instructions previously given, as follows:

1 -If you have received documents from th Federal Election Commission an still
have them in youir possession, do !lQdestroy them; maintain them in a safte plasce
until we have an opportunity to discuss this with Ken.

2. Do not discuss the substance of the 'nvesigatio with other individuals who may
have received a letter or other comgmunication from the Federal Eleiction
Commission-

Ken Will be here on Wednesday morning, March 27 to begin his initial review of this
matter. Please advise me if you will not be available during the day on Wednesday to
spend time with Ken.

In addition to assembling the facts, will still need to resolve the issue of the potential
conflict of interest between individual brokers who have received letters and the firm.
Any questions with regards to those issues should be directed to Ken when he arrives
on Wednesday. Many thanks for your continued cooperation.

Michael Lichtenstein
Gary Auerbach~
Gabe Cerrone
Scott Ledermnan
Michael Hooshmand
Steve Lichaw
Michael Bodnar

cc. Kenon Wood Steve Sherman Bill Badinelli oadWnM. Kenton Wood Howard Wynn



*ANt tach-.ent _Q

0. H, Slar & Cc, -nc
44Wag 5g'. Now Yoebp. NYV 1005

Tegphovt (2121 49-4877
(800 677-4400

Fax (212) 425-0174

Fstabbhs in 1904

Members- Now York~ SIOCk Excliange. Inc.

Any and all use of leads from political contribution lists must cew

jyninediately. Failure to comply will result in significant disciplinary action to

include potential termninationi of employment. This would be independent of

any legal course of action the Federal Election Corm*: non wishes to pursue.

We have been informed that use of campaign funding lists for commercial

purposes, solicitations etc. is a violation of 2 U. S. C. ;'138(a)X4) a provision

of the Federal Election Campaign Act of 1971. This information on "Sale

and Use" in fact accompanies ail lists sent by the Public Records entities and

should not require any further notification.

cc- Kenton Wood
Jack McGuire
Bri an Frank

STEVEN A SHERMAN
Sefwor Vcy PredntSales
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April 25, 1996 ,rOoc

Dawn Odrowski
Federal Election Commission3
999 E. St. NW
Washington, D.C. 20463
202-219-3400

Dear Ms. Odrowski:

T am writing in response to a letter which was mailed to my
parents' home regarding the alleged FEC violation in reference
to MUR #299. 1 originally responded by telephone on April 22,
1996 to Mary Ann Bumgarner who advised me to put any response
in writing.

The FEC's report states that I had made five requests to Public
Records staff for campaign contribution sheets between February
13, 1995 and July 5, 1995. 1 do not recall making five seperate
requests for information, but I do recall making several follow
up requests because I had not received the original information
I had requested. The original request on February 13 was made

- while I still lived in my parents' home. Shortly after this
request was made, I moved to an apartment on 100 Warren St.
in Jersey City, New Jersey to reduce my 3 1/2 hour daily commute
to New York City. I moved on March 17, 1995 without ever having
received the package I requested on February 13th. Any request
I made to Public Records after moving to Jersey City was to
be mailed to my new address. Consequently, I recall receiving
one or two packages at my Jersey City address.

Upon examining these documents, I found they would not be useful
for my needs primarily for three reasons. First, the
contribution lists did not include the necessary addresses and
telephone numbers tor the contributors. Attaining the addresses
and phone numbers for the contributors would be a waste of time
for any broker simply because it would not produce any
commissions for days or weeks at a time. Second, the
contributions ranged between the $100 and $1000 range. At D.H.
Blair, we only prospected the highest of net worth individuals
because of the high risk nature of the stocks we were selling.
With most of the contributions in the hundred dollar range,
these contributors were ;-ot "likely prospects" for D.H. Blair's
purposes. The third and deciding factor was that upon examining
the information in the package, I found for the first time that
it was illeqal to use these lists for sales purposes. The letter
I received from the FEC states that the staff at Public Records
is trained to inform requestors of the "sales and use"
restriction regarding the information. However, at no time
did the Pubic Records staff inform m-e of this restriction.



Upon visiting my parents' home during the summer, my mother
had taken all of my "garbage mail" and placed it in a corner
of my room where it had accumulated since my moving out on March
17th. I finally rumaged through the hefty pile and threw 990
of it in the trash. All I kept were a few catalogs and overdue
bills.

Needless to say, my sales career at D.H. Blair was not a Wall
Street success story. During nearly 13 months as an account
opener for Mr. William Abbate, my total commissions were less
than $3,000. At D.H. Blair, time management and hard work was
drilled into our minds nearly every single day. We were required
to work roughly 60 hours from Monday through Friday and weekends
were also a must. For these 60+ hour work weeks we were paid
a mere $250.00 per week. This pittance was supposed to make
us hungry to work hard in order to be successful and produce
commissions.

Success at D.H. Blair meant that a new broker must make nearly
500 cold calls per day which translated into roughly 12 hour
shifts. It took me a short while to realize that the world
of stocks and emerging growth companies fascinated me but the
world of selling did not and such was the main reason for my
pathetic sales statistics. I do not regret following the dream
of becoming a wealthy Wall Street executive because while at
Blair, I received my Series #7 and 963 licenses which have
allowed me the opportunity to pursue other areas of the financial
arena which thankfully do not include selling.

I resigned from D.H. Blair on March 15, 1996 after months of
job searching. I am now employed by one of the fastest groving
discount brokerage firms in the nation. My duties include
helping customers with questions regarding the paperwork portions
of their investment accounts. There is an absolute "no selling"
policy at my new firm which was exactly what I was looking for
when I decided to leave D.H. Blair.

Sfeel it is ituy duty to set the record straight regarding my
daily activities at D.H. Blair. We relied on lead sources for
prospecting future clients which were all legal and usually
purchsed by the firm at no cost to brokers. Any broker caught
using an illegal sales list at D.H. Blair would face disciplinary
action by the firm. In early 1995, Blair furnished all of our
quotrons (the machines used to access stock quotes and other
financial data) with a computer software program called Track
America which is still regarded as the best lead source in the
brokerage industry. Track America could access wealthy areas
and people all across the nation. within minutes, a broker
could compile, for example, a list of everyone in Washington,
D.C. between the ages of 30 and 70 who earns more than $100,000
per year. Or, one could make a list of everyone who lives on
a particulary "wealthy" street. But, the most valuable tool
for brokers was to peruse the business portion of Track America
and find any company in the nation and instantly see who their



officers were. All of these lists included addresses and
telephone numbers; exactly the opposite of the FEC contribution
sheets.

The firm also purchased "pink cards" which included the names,,
addresses and telephone numbers of investors across the country.
Other brokers purchased "limited partnership" cards with the
names, addresses and telephone numbers for particularly
"ospeculative" investors. One lead source which we used
occasionaly were "white cards" which included the name, address
and telephone numbers of physicians across the nation. The
contact information for any person I prospected or solicited
was obtained from one of these sources.

In conclusion, I recall receiving at most two packages at my
apartment and one or two at my parents' home from the FEC.
I also recall that the packages were never sent in the amount
of time that Public Records staff told me they would. I would,
in addition, like to apologize to the staff at Public Records
for wasting their time and energy. Finally, I thank Ms.
Bumgarner for her time, patience and sincere interest in
answering all of my questions and pointing me in the right
direction.

If there are any other questions you have regarding my written
- response, please contact me by phone or by mail. I will assist

you in any way I possibly can.

Sincerely,

Michael B. LiCalsi
30-2014 Newport Pkwy.
Jersey City, NJ 07310
(201) 795-4943



SKADDEN, ARPs, SLATE, MEAGHER &FLOM
1440 NIEW YORK AVIENUIE. N.W.
WASHINGTON, D.C. 20005-2111

FAX- 802) 393-5760

01I0ECT DIAL
(80Vi 371- 7007

(&OR) 371-7000
1-0S ANSELIS

SEil-ING
DUSSELS
sucDDDMST
roSww5MVT
$4ONG KONG

LONOON
Moscow

PAWIS
ORAGUE
SYDNEY
TOKYO

'OW1O14-T

May 9, 1996

VIA FEDERAL EXPRESS

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

Attn: Dawn M. Odrowski, Esq.

Re: MUR 4320 - Gabe Cerrone and Michael "0
Lichtenstein

aA-.

As discussed in the responses for Gabe ern
and Michael Lichtenstein which were filed yesterday, 1
please find enclosed original copies of their affidavit a

If you need anything else, please call me.

Respict4t4ly ubmi tted,

En-Icsures



ID:202-371-7989 MAY 06,96 173No09P3

FIDERVAL 3LZVTXOI CWZ3SzOX

In the Matter of)

Gabe Cerrone MR 4320

AF'PIDAVl, 0OP Gans3 Cmmom

IGAB3E CKRRONE, being duly sworn, do deposeand say the following:

1. 1 wasn employed by D.H. Blair & Co., Inc.C "D.H. Blair") during 1994 pand 1995 to so-licit brokerage accounts over the phone.I solicited brokerage business by makingas many as a few hundred phone calls aday. This in known as "cold calling."
2. During that time, I recal. requesting

three contributor lists from the FederalElection Commission (OFEC.). However, Inever used those lists for any purpose.Iroalized that the contributor lists pro-vided by the PEC do not include thecontributors, phone numbern. I did notbother matching the names with phone num-bers and threw away the lists.

Gabei7§Zk /\'e

Sworn to h*efcre me this
2day of May 1996.

SDAWLAtO

in - mm nowl 7

17:39 No-000 P.03



SRWV ID:202-371-7989 MAY 07096 11:51 No.005 P.03

F3DKRJLL ILNCTIOP COIIES 011

In the Matter of)
) MUR 4320

Michael Lichtenstein)

AFFIDAVIT OF NICHANL LICNTUTIIN

I, MICHAEL LICHTENSTEIN, being duly sworn, do
depose and say the following:

1. 1 was employed by D.H. Blair & Co., Inc.
("'D.H. Blair") as a broker during 1995,
and I solicited brokerage accounts over

co the phone. I solicited brokerage business
by making hundreds of phone calls a day.
This is known as *cold calling." The
Federal Election Commnission ('FEC") lists

~V~) were merely one of many lists I used.

2. 1 did not believe that using the FEC lists
was illegal. No one at the FEC told me
that it was illegal to use the lists for
commercial purposes or even asked me why I
wanted the lists. The management of D.R.
Blair & Co., Inc. ("D.H. Blair") also did
not tell me this. I do not remember read-
ing a notice accompanying the lists or re-
ceiving a brochure describing restrictions
on using the lists. When I received the
.iistso I went directly to the names and
threw away the other attached pages with-
out reading them.

3. The use of FEC contributor lists at D.H.
3lair was a comm~on practice. I frequently
saw copies of those lists sitting on the
desks of other brokers und heard brokers
speak of using such li~sts. During a meet-
ing to motivate brokers to increase sales,
Brian Franks who represented management
referred to the so-called "political", or
"election" lists as good lead sources.



~t:22~7-~MR AY 0O?96 11:5 "NO.-00t '.'O4

4. The illegality under federal securities
laws of using lists of other brokerage
f irms, accounts, caommoly known as "micro-
fiche. was well known throughout D.H.
Blair and communicated by management to
the brokers.

S. It appears that no one in D.H. Blair's
management knew that using the FEC lists
as a lead source was impermissible or iL
would have informed its employees as it
did regarding the microfiche.

Michae-tiheitfi

Sworn to before me this
Sday of May 1996.

Notary Public
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RICEIVID
stfA ELECTION

BEFORE THE FEDERAL ELECTION COWMI MOON

D.H. Blair &Co.,lInc. ) MUR 4320
Karl Ashe)
Gan- Auerbach SE)1 W
Matthew Cortopassi)
Gabriel Cerrone)
Michael Hooshniand)
Scott Lederman)
Mike LiCalsi)
Steve Lichaw)
Michael Lichtenstein)

GENERAL COUNSEL'S REPORT

I. BACKGRQUND

This matter was generated pursuant to a Directive 6 based on a referral from the Public

Disclosure Division of numerous public records requests made by employees of D.H. Blair

& Co.. Inc.. a New York brokerage firm ("'Blair"). On March 5, 1996, the Commission found

reason to believe that Blair and nine individual brokers connected to the firm knowingly and

willullyviolted U.SC. Y 43(4) by using individual contributor information contained in

FEC rep-orts for commercial use. On the same day. the Commission approved a Subpoena for

Documents and an Order to Submit Written Answers directed to Blair, a Subpoena for

Documents to the National Association of Securities Dealers ("NASIY) for broker registration

records, land Subpoenas tbor Deposition to the nine brokers

On April 1 1. 1096. at Respo~ndents' request. this Office met with counsel for Blair and

separate counsel retained by Blair for- six of the nine brok er- respondents still employed by Blair

"the Blair brokers") G (ar\ Auerbach. (iahriel (ierrone. Michael Hlooshmand. Scott Lederman.

Ste k: Ici and Michael Lichtenstein. Ihsrin the meeting. counsel for Bilair ackno~ledL'ed
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that some brokers had requested FEC contributor lists and used them for commercial purposes,

outlined the steps the company had taken to put a stop to this practice, and represented that they

would fully cooperate with the Commission's discovery request. This Office also discussed with

both counsel the possibility of settling this matter expeditiously through one settlement

agreemet with Blair. This Office expressed a willingness to discuss settlement options once we

had the opportunity to review responses to the reason to believe findings and subpoenas. This

Office also determined not to proceed with depositions of the brokers until after we had reviewed

the responses and had a further discussion with Blair. In the meantime, staff continued with

other informal investigatory steps such as reviewing the broker registration records that had been

produced by NASD and pursuing informal interviews with former Blair employees.

Blair and the six Blair brokers filed responses to the Commissions reason to believe

findings on May 8. 1996. Blair simultaneously filed its response to the Commission's

interrogatories and document requests. A written response to the Commission's reason to

believe finding was also received on May 9 from Respondent Mike LiCalsi. a broker who left

Blair in March 1996 and is now~ employed Alth another brokerage firn. No written responses

were received from Respondents Karl Ashe and Matthew Cortopassi. although a staff attorney

spoke to Mr. Cortopassi shortlv after he received the Commission's notification letter.

Mfr. Coriopassi left Blair in Mlarch 1995.



11. RESPONSES TO REASON TO BELIEVE FINDINGS

A. Responses of Blair Brokers

Each of the six Blair brokers filed separate responses supported by affidavits.

Attachment I . Respondent Gabriel Cerrone admits that he requested contributor lists from the

FEC while employed by Blair as a "cold caller- but denies that he ever used those lists for any

purpose because they did not include contributors* phone numbers. Attachment I



at 3 (Cen'ne Affidavit). Consequently, Cerrone requests that no further action be taken against

him.

Blair broker Scott Lederman contends that he did not "independently use"' the FEC lists

to solicit brokerage business. Attachment I at 21 (Lederman Affidavit). Rather, he says he only

used names on the list to "confirm" names he had obtained from other lists. Id. Lederman and

the four brokers discussed below all say that use of FEC contributor lists was common at Blair.

Attachment 1 at 7, 12. 17, 21 and 26. Lederman also asks that the Commission take no further

action against him.

The remaining four Blair brokers -- Michael Lichtenstein. Michael Hooshmand.

Steve Lichaw, and Gary Auerbach - admit to using FEC contributor lists to solicit new

brokerage accounts but deny that they did so knowingly and willfully. Attachment 1 at 7-8

(Lichtenstein Affidavit). 12-13 (Hooshinand Affidavit). 17-18 (Lichaw Affidavit), and 26-27

(Auerbach Affidavit). Each of them also requests that no further action be taken against him.

The four brokers who admit using the contributor lists offer a variety of reasons for their

contention that they did not do so knowingly and willfully. First, the four brokers argue that they

were 'led to believe" that using the lists was permissible since other brokers frequently talked

about using the lists, copies were often openly laying on brokers' desks. and "political" or

"election lists" were touted as g-ood lead sources by a Blair manager in a sales motivation

mneeting. Attachmient I at 4-8 (LIchtenstein). 9-13 (Hooshmand). 14-18 (L-icha%%).

23-27 (Auerbach). See also U~ at 20-22 0.edermiarn. A-ccording to these brokers. the open use

of contributor lists and the L'ncouraement of their use b,. a nianager contrasted sharply with

Blair's handline ot another illecal lead source. the use of lists of other brokeragye tirmi accounts

kmm~ n as "nirtce'I hie ',ecuritlcs IaxN Prohibition on using icrotiche %Nas expressl,'
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communicated to brokers by Blair management and was widely known, and presumably

observed, throughout the firm.

Second, the four brokers say their use of the lists wasn't knowing and willful because no

one at Blair or the FEC told them it,%was illegal to use the lists for commercial purposes, and no

one at the FEC "even asked why 1 wanted the lists." Attachment I at 7. 12. 17 and 26.

Finally, the four brokers offer various reasons why they used the lists to solicit business

despite the recitation of the sale and use restriction on each page of the lists and in various

documents mailed with them. Lichtenstein and Auerbach contend that they do not remember

reading a notice "'accompanying" the lists or receiving the "Sales and Use" brochure and state

that they threw away the other enclosures containing notice of the sale and use restriction when

they received the lists. Attachment I at 7 and '26. Hooshmand makes the same claims except he

specifically refers to the notice at the bottom of the lists rather than a notice "accompanying" the

lists. Attachment I at 12. Lichaw admits that he "quickly" read the sales and use restriction

notice on the lists but interpreted it as a prohibition only on the sale of the names, not on the use

of the names to solicit business. Attachment I at 17. Lederman makes no mention at all of the

notices on the lists and enclosures. See Attachment I at 2 1-22.

B. Other Broker Responses

Mike LiCalsi. who left 1).H. Blair in March 1996. is the only other respondent who filed

a response to the reason to belle\ e finding. A\ttachment-2. Li-calsi admits to requesting

contributor lists from the F IC. l-1omever. he maintains that hie did not use the lists to make sales

caills because: I obtaininLe addresses and phone numbers for persons on the list wvould consume

LOO Much tie. ind 2)\lien he examn-iied the packages fromn Public Records he discovered -for
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the first time that it was illegal to use these lists for sales purposes."' IAttachment 2 at 1. In an

attempt to support his denial that he used the FEC lists, LiCalsi contrasts the FEC lists with

various legal sources Blair brokers used to obtain leads. These legal lead sources, purchased by

Blair for its employees, contained individuals' addresses and phone numbers. Id. at 2-3. LiCalsi

itso questions the number of Public Records requests attributed to him, speculating that some of

his phone calls were inquiries following up on lists previously ordered. L4. at 1.

No written response was received from Matthew Cortopassi. However, a staff attorney

assigned to this matter spoke to Mr. Cortopassi shortly after he received the Commission's

IT) notification letter. Mr. Cortopassi left in March 1995 and says he is no longer employed in the

brokerage business. Early in the conversation. Mr. Cortopassi essentially admitted using the

lists, stating that he obtained contributors' phone numbers from directory assistance. "1never got a

penny off of anyone" on the lists, and stopped using the lists when he noticed the prohibition

language on documents accompanying the lists. Later in the conversation, Cortopassi tried to

backtrack from his admission. stating that "if he had" used the lists, it would be impossible to

trace the source of any particular name since Blair employ&ees had access to numerous legal lists.

Cortopassi provided other inbrmation about the general use of FEC contributor lists by

Blair employees which Is zenerallv summarized in Section III below. Although Mr. Cortopassi

sadhe -would be 1ilig to talk to the staff in' esticator. he failed to return the 'ivestigator's

phone calls. lie tk~ocho, e not to tile a wrTitten response despite beie urged to do so.

I Caki. apparentl\ tlfld\\ are ot the .\ct* contribution li1mits. also states that hie did not
11 e ,hli becaut thie cuntrihutors listed x- ere O'h% iouslI no't hihnet w\orth" Individuals. citing

tthe ftict that their c.: 1nTirihbut i , did 11ot e\ceed S'1.000.~
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Karl Ashe did not respond to the Commission's notification letter in any way and his

notification letter was not returned. Mr. Ashe's name does not appear on the lists of sales

employees provided by Blair in discovery. in Blair's current phone directory or in CD-ROM

phone directories searched by OGC staff When a staff member called Blair's offices to try to

locate Mr. Ashe. the receptionist said she never heard of him. Ashe may be a friend or roommate

of, or a pseudon,%m used by. Respondent Gabriel Cerrone since Ashe's requests were made on

the same days as Cerrone's and the addresses and phone numbers Ashe gave to Public Records

match Cerrones.

C. Response of DH. Blair & Co. Inc.

Blair's response is mostly concerned with refuting the knowing and willful nature of the

Commission's reason to believe finding against the company since it acknowledges, and is

willing to adm~it in a conciliation agreement. that some of its brokers used FEC contributor lists

to make cold calls to potential clients. Attachment 3 at 3 and 8.

Blair contends that no one in Blair management at any level. ordered. directed.

encouraged or approved the use of contributor lists "known that such use for commercial

purposes %%as Illeal." Attachment 3 at 4. Blair provided affida-vits of nine present and former

managers with direct supervisory responsibility over brokers containing the same phraseology.

Attachment 3at 0. 1. ' 5 Q 1. 33 5(Par. 9 of Affidavits of Almodovar. Biele. Calipa.

Dallow. Hlernandez. Jr-. Palmer. Shernian and 1ibaldo iand 7( Par. 8 of.Affidavit of Franki.

Blair al,;o provided the affida it of Kenton F. Wood. its Cihairman of the Board.
Attachment 3 at ,- Wood simrpl, states that hie %kas "unaw are of the illeCaL. use" of contributor
lists until hie recei\ ed the Conimission's notification letter. Blair broker (iar:\ Auerbach avers InI
hi1s affidavit that hie told Wood about the FF I-hsl't% anid Wood said that the\ were"*Qood lists.-
:\ttachwierIt I atL
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All but two of the managers aver that they were generally aware that certain employees were

using FEC contributor lists to identify potential clients but were unaware that commercial use of

the lists was illegal. See Par. 6 of all of the above Affidavits except Sherman and Ubaldo. Blair

asserts its managers" lack of knowledge of the sale and use restriction is understandable since

their principal training and responsibility relate to securities law. Attachment 3 at 3.

Like its brokers. Blair points to its internal enforcement of sales practices it knew to be

illegal in support of its assertion that its managers were unaware of the Act's sale and use

restriction. For example, Blair says it recently fired an employee involved in stealing a lead list

from another firm. Attachment 3 at 2. As noted above. use of other firms' customer account

information (microfiche) is prohibited under securities law. Blair also attached to its response

examples of specific communications to employees notifying them of particular prohibited

practices. including an employee handbook excerpt discussing the microfiche prohibition, firm

guidelines and new NASD rules governing cold-calling, and United Kingdom regulations

governing foreign brokers. Attachment 3 at I1I- 17.

In the remainder of its response. Blair outlines the remedial steps it took when it received

the Comissions notification letter. :\ccording to Blair. the notification letter was senior

management's first indication that FEC contributor lists could not he used for commercial

purposes. WI. at 3. Blair's remedial steps included immediate instruction to its employees to

caeusinL, HA ' contributor lis uinder penaltN of slL'nificant disciplinar-\ action, including

..potential terminationi and taking steps to ensure that the sale and use restriction is

communicated to emnplovees and mianag~ers in training classes. W. at 0. Blair also represents that

it is '~illinu ~ implement \ariu reeial meas ures to ensure future comnplinewt eto

-4 .'Si 1 114 . Id. at 'I(
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11111. SUMMARY OF INNESTIGA1TION A ANALYSIS

A. Inymiion Results

Because Blair has repeatedly represented that it is eager to resolve this matter on behalf of

itself and its employees, this Office decided not to proceed with depositions of the individual

respondents pending further discussion with Blair and review of its discovery. However, OGC

staff continued to undertake other investigatory efforts, including informal phone interviews of

seven former Blair brokers, review of approximately 59 Central Registration Depository

("CRD"') records produced by NASD. and an analysis of ten months of internal FEC phone

records listing calls to the 800 number to gauge the firequency and scope of contributor list

requests by Blair employees.

A review of CRD records and Blair employee lists reveal that over a 10 1V2 month period

(between late November 1 994-July 1995. and February and March 1996). at least 53 Blair

employees requested contributor lists from the Public Records Office. Half of these employees

made more than one request. Moreover, another four requesters appear to be roommates,, friends.

or relatives of. or pseudonyms used by>. Blair employees. These four requesters gave Public

Records the same addresses and or phone numbers as Blair employeces but do not appear on

Blair's employee lists or in its internial phone directorv and their names were not listed at the

viven addresses or phone numbers in a search of CD-RON1 phone directories.4

I hie I 9146 Blair em.,plo\ cc req ue' t-; resuilted from a check of more recent public records
requests made ater the Commission found reason to helie~e in this matter. This rev-iew\
identified se\ en additional Blair emplo,-ees \%h Ilk erc not among the requesters previously
referred b\ the PuLblic I)isclosure 1)i~ision. Also identified w~ere M~o more requests by Blair
emiplo\ cc \1atthe\\ ( ieno'\ e-e \% ho,'e mnme alread\ appeared in the referral.

11 1t i rW o.sibl th'It tcct .rrjutr rcr~roommaitc: ofllair cniplo~ ces \\orkineL at
other brokera-_c tirni',
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Additionally, FEC phone records for the months of August 1995-January 1996 have

aided us in gauging the frequency, scope and pattern of Blair employee contributor list requests

during that period. These records show that Blair employees made at least 77 phone calls to the

Commission via the 800 number line in the period following Public Disclosure's referrals. 5

Public records requests for this period have not been maintained so we cannot pinpoint how

many list requests resulted from these calls. However, these phone records evidence that the

number of contributor lists requests by Blair employees probably greatly exceeds those that have

been referred. Moreover, we note that the Public Records employee who first began tracking

these calls in late 1994 first noticed the calls beginning in June 1994. See May 24. 1995 Memo

to the Commission Recommending to Open a Pre-MUR Pursuant to Directive 6. Indeed, FEC

contributor lists produced by Blair in response to the Commission's subpoena date back to

July 1994.

The CRD records also reveal that five requesters included in Public Disclosure's referral

were brokers with other firms when the requests were made.' Given that only two of these

C brokers were with the same firm, this Office does not plan to make reason to believe

This number does not include phone calls made within a few minutes of one another from
the same Blair phone number since those calls may not have been completed. Calls to the 800
line are tracked to the FEC phone line to w~hich the calls were ultimately forw'arded (-the
terminating number" ). The terminating numbers for each of the 77 phone numbers are either
numbers for Puiblic Disclosure or the Informnation Division. According! to the Information
D~ivision. it recei\ es many calls intended for other parts of the Commission. including Public
Disclosure, because callers to thle 800 line choose from a call f'orw.arding menu that defaults to
Information. Information then transfers calls for other offices to the appropriate Division.

[hese brokers and the Nc\ York firms wIth w~hom they were associated at the time of
their requeSts are: Richard IDono, an and Stefan IlIermann. (iruntal & co.: Tred Matagrano.
Vision Investmient (iroulp; .ason Rosenfeld. iinssen-NMcvers Associates: and John I' ich. II.
N levers & Co.



recommendations as to them or the firms. However, at the conclusion of this matter, the

Commission may want to consider sending those firms letter advising them of the sale and use

restriction in an effort to educate the securities industry about the Act's prohibition.7

Phone interviews with seven former Blair employees provided a broader picture of Blair

employees' use of FEC contributor information. The seven brokers interviewed, all included in

the Public Disclosure referral. are: David Styfco. Greg Nixon, Waiter Holmes, Anthony Peluso,

Gary McConnel. 8 and Respondents Matthew Cortopassi and Mike LiCalsi. Respondents

Cortopassi and LiCalsi were interviewed only briefly.

C) Conversations with these former employees and a review of the CRD records, indicated

that most of the Blair requests for FEC contributor lists were made by newly hired individuals

employed as account openers or "prospectors." The former Blair employees we interviewed

described the prospectors' role as finding customers for senior brokers under whom they worked.

The senior brokers actually handled the customer accounts and were paid strictly on commission.

The prospectors worked in an open area known as the -cold-calling pit- and made hundreds of

calls per day seeking customers. Mloreover, according to documents produced by Blair. it

appears that thle -senior brokers had a role in evaluating prospectors to assess their readiness to

attend training for various broker licensinp- exams. Attachment 4 at 35. All of the former

employees we talked to eventually becamne licensed brokers. Thus. prospectors were under a

great deal of pressure to constantl,- find ne N leads.

Other requesters referred b\ PliNc lDisclosure mnay also be brokers \%-ith other firmns.
f-owever. NA\SD could not provide CR1) records tor somle of the requester namnes included in the
subpoena w~ithout further identitfVing informiation. Moreo\ er. four requesters contacted bV phone
denied they %\ere In thle Securities buLsiness

X Oyru \ lc( onnel use:d hINv' k' Rarbar& N namie %%lhen ordering contributor lists.
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Most of the brokers interviewed stated that they learned about FEC contributor lists

through word of mouth from other employees. They described an environment where

contributor lists were laying on desks or in boxes of "lead sources" available to all brokers. Tlhis

open handling of FEC lists is corroborated in affidavits of the Blair brokers. Attachment I at 7.

12. 17, 211 and 26. FEC lists werc only one among many sources of leads, some of which Blair

purchased for its employees. See Licalsi response. Attachment 2 at 2-3.

When asked if Blair managers were aware of the use of FEC contributor lists to generate

sales, most of the former employees responded either that they had little contact with managers

or that managers and senior brokers did not monitor how prospectors developed leads. Two

opined that management would have discip!ined anyone using lists that were known to be illegal.

Only one former employee. Walter Holmes, indicated that a Blair manager seemed to be aware

that use of FEC contributor lists for commercial purposes was illegal. According to Holmes. a

teacher in a Blair licensing exam training class said that use of FEC lists was illegal and advised

against using them. Mike LiCalsi. who received his broker licenses around the same time as

Holmes and would likely have taken the training class at the same time. identified the Blair

trainer as Marshall Jaffe.e. Blair's Director of T'rainirng. However. LiCalsi did not remember

Jaffee ever mention-ing! FEC lists and said he doubted that Jaffee did so.

Blair produced miore than 30() documents in response to the Commission's subpoena.

Subject TO certain standard objIections. A\ttachment 4 1 mrplo\ ee lists contained in the

production aided this Office in Identit'\ Ing those individuals contained in thle Public Disclosure

Iocon ser% e paper. %v e li -1 e not attachled allI doc ume nts produced. lDocuments not
produced. %\1hich cons1- t nmalnl\ of enplo\ cc handbooks and nianuals. are a\ ailable fo>r
inspection in the ( D('( ocket office
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referrals who were Blair employees. Attachment 4 at 9-33. These lists also permitted this Office

to identify seven more Blair employees who had continued to request contributor lists in

February and March of this year. In addition to the documents produced pursuant to the

subpoena. Blair coo-perated in providing a copy of its current employee phone directory. The

directory enabled this Office to identify, calls from Blair employees to the FFC 800 line as

discussed abov*e.

Other documents produced in response to the subpoena identify Blair managers fr-om late

1994 through the date of its response. Attachment 4 at 214-3 2. These documents show that two

Blair managers. David Dailow and John Ubaldo. appear to have been among the Blair employees

contained in Public Disclosures referral. Dallow. one of four Blair managers currently

responsible for superv-ising prospectors. requested lists of contributors to three Senate

committees on March 14. 1995. It is unclear whether Dallow was a manager at the time since his

name is not referred to in Blair documents as a supervisor until September 1.995. Compare

Attachment 4 at 27 with 29. Howev-er. Dallow presumably had occasion to review the

contributor lists and other documents containing the sale and use restriction notice when he

received the lists he ordered. An individual named John libaldo requested contributor lists on or

about Februar-N 15. 1995. A John libaldo currently% serv-es as -an Assistant Manager and was a

superv.i sor at the time the libaldo request %,.as made . Attachments 4 at 24 and 31I. Affidavits

from [)allo%% and t baldo are included in Blair's reas on to heliex e response Attachment .3 at .>5

26 and ,5-oT Both altida\ its mirror the t'rn atftida\ Its siuned b\ other Iliair a zrs and do

11ot sI\ %kheilier either broker personal]\ requested contributorli.

I hie bulk ot docunients produced b\ Blair consist of emiploxe cc andbooks and internial

memo1S Containing conipan' poll ic and ouidolines relating to sales praticeLs. ( )Ill a t~~ of,
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these documents address cold-calling policies. including part of an employee handbook that

addresses the often-mentioned microfiche prohibition. Attachment 4 at 33-48. These documents

tend to support Blair's assertion that it made efforts to advise employees of specific, known legal

prohibitions affecting employees' duties. Only two documents produced by Blair mention the

use of FEC contributor lists and both were created after Blair received the Commission's

notification letter. The first is a memo directing all employees to cease using FEC contributor

lists as a lead source. Attachment 4 at 47. The second is a memo instructing employee

respondents to retain FEC contributor lists in their possession and advising them that separate

counsel had been retained for them. Attachment 4 at 48.

Blair also produced copies of six FEC contributor lists which were apparently in the

possession of Blair employees at the time Blair received the Commission's subpoena.' 0 Among

these is a partial list of 93-94 contributors to the Moynihan Committee dated July 26. 1995

containing handwrittnen phone numbers. Attachment 4 at 50-57. The Moynihan list was one of

two lists requested by Blair employees. H. Arthur Bernard and John [)iBella. on July 24. 1995.

On Julv 31. Mr. Bernard phoned the Public Records Office anil stated that he did not want

John DiBeila's name on the request. that he had not been aware of the restrictions on the lists.

and that the package mailed by Public Records had been destroyed. The production of the

\Moynihan list re~eals that Mr. Bernard lied about the destruction of the list, and the addition of

hand\\Titten phon-e mnmbers on the li-t stronuI\ Sueu1!C-S tllxlIt %IS aL -md inl spite of

Mr. lenards aidnmttCLI kno\\ ledg-e of the use re, trictloii We do niot kno\% %%hat prompted

)Ill\ the lii bco% i c'.~e e~aitaici I hie othier tlxc 1111 01 oe f'% ilch contains

haiid\ riticin notaionl>. are a% afll hibe 1or re\. it:\\ Inl docket



Mr. Bernard's concern that Mr. DiBella's name not appear on the public records request but we

note that DiBella was a licensed broker at the time of the request and it appears that Mr. Bernard

was not.

Blair's discovery response appears to be deficient in only one respect. The only

documents produced relating to the use of FEC contributor lists are the aforementioned copies of

FEC contributor lists. No documents were produced evidencing customer accounts that may

have been opened as a result of using FEC lists." Blair states in a footnote to its reason to

believe response that brokers do not track the source of their leads on, new accounts.

Attachment 3 at 9. However. that same footnote implies that the lists produced some leads since

Blair also notes that interviews with current employees suggests that the benefit derived from use

of the lists is -well under- S20.000. See Attachment -3 at 9.

B. Anaii

Assertions by most of the Blair brokers that their use of the lists was not knowing and

willful becau~se they were not told by Blair or the FEC that use of the lists was illegal is

unconvincin-1. Even if these brokers chose to throw aw~ay the other documents mailed with the

lists which refer to the sale and use restriction, the restriction is printed verbatim on the bottom

of each page of the contributor lists themselves. That fact alone should have prompted the

brokers to inquire about ulsing the lists. Assertions b\ some of the brokers that they *don~t

remember" reading an'\ notice is equally improbable given that those same brokers admit using

the very lists that contained a notice of the restriction on e~ er\ paice. In f'act. Blair itself'

We note that 111,tr produced docum1ent1S Sub ' JCt to general objiections, one of which \\'as
an objection to produce documents that %vould -\ iolate the pri\ acy rights of individuals.
confidential it agreenlents or that '\ ouldl reSUlt In the disclos ure of con ti dent]ial commercial
informiation, trade secrets or propriet\ int ormiation. Attachment 4 at 4.



acknowledged the sufficiency of the various sale and use restriction notices in its memo directing

employees to cease using FEC lists. That memo, contained in Blair's responses to the reason to

believe finding and the subpoena, states that Blair has been informed that use of the FEC lists for

commercial purposes violates the Act and notes, "[tjhis information on "Sales and Use" in fact

accompanies all lists sent by the Public Records entities and should not require any further

notification." Attachments 3 at 39 and 4 at 47.

Moreover, each of the six Blair brokers made repeated requests for contributor lists and

virtually each time had the lists mailed to their home addresses rather than to Blair's offices,

despite their intended use for business purposes. This fact supports an inference that the brokers

did not want their association with Blair known. There is also evidence that at least one of the

- six brokers. Mr. Cerrone. may have used a pseudonym or had some lists mailed to a roommate.

As mentioned earlier. Karl Ashe. one of the Respondents who nev%1er filed a response, or someone

using that name. made contributor list requests on the same day as Cerrone. gave Public Records

the same phone numbers Cerrone did and had the lists mailed to the same addresses as Cerrone.

We further note that Mr. Cerrones sworn denial that he used contributor lists refers only to three

lists he himself requested. Together Cerrone and Ashe made se-ven requests. all for different

contributor lists.

The brokers' assertions that a B~lair manager encouraged use of political lists arguably

ma\ ha~ e led somle of themn to believ e it \\as permissible to use the lists. Still, each of the six

brokers recei\ ed numerous lists plastered w~ith the notices of the sale and use restriction. In

contrast. there is no ex idence that the manag~er in question. Sales Nlanazer Brian Frank. saw-. the

lists, the notice printed on them or the documents accom1pany ing them. 1Frank. unlike the other

B~lair mianagers \k hot submitted afida\ its. does 110t den'\ thait he en1couraged uIse of the lists. I ike
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the others, however, he does deny that he encouraged use of contributor lists "knowing that such

use was illegal.- Attachment 3 at 27.

Mr. LiCalsi's unsworn response. like those of the current Blair brokers, is questionable in

several respects. First, he says he did not use the contributor lists, in part, because he discovered

they were illegal when examining the documents, However. LiCalsi continued to request lists

over a period of six months. It is doubtful that he would have continued requesting lists had he

discovered from reading the notice that using the lists was prohibited unless he waited to

examine all of the lists until after receiving the last one. Moreover, LiCalsi suggests that some of

N0 the five requests attributed to him were follow-up phone calls to inquire about earlier requests.

Copies of his requests maintained by Public Records do not support this statement. Each of his

- request forms show orders for three to five lists of contributors. all to different committees.

LiCalsi's assertion that the lack of addresses and phone numbers made the lists too troublesome

to use is more credible given the brokers' access to lead sources with such information. Of

- course. availability of other lead sources did not prevent some brokers from using FEC lists as

eidenced by, the admissions of use by- Auerbach. Hooshmand. Lichtenstein and Lichaw.

Blairs assertion., that its senior manager wrunaware that using FEC contributor lists

was illegal. while not expressly corroborated. wxas generally supported by most of the former

employ ees \%e interview~ed. As noted above. most former employees said either that they had

little direct contact with manacyers or that manazers were too busy to monitor ho\\ leads were

developed. A\lthough almost all of the managers wvho directl\ SuIperx ised brokers admit they

X\Cre a,-\are that emplo~ ees uised II ( lists to identify potential customers. w, e found no direct

e\ idence in otur limited inquir\ that Blair managers had actually re\ ie\ ed the lists. Moreover.



there is evidence that Blair routinely made efforts to communicate to employees specific

prohibitions that its managers had specific knowledge of, i.e., those relating to securities laws.

On the other hand, there is an uncorroborated statement that a Blair management-level

trainer warned employees that using the lists was illegal and it appears that two supervisors my

have received contributor lists themselves containing prominent notices of the use restriction on

each page. And as all of the current and former Blair brokers have stated, FEC contributor lists

were spoken about between brokers and openly displayed on desks. Moreover, as a corporation,

Blair could be said to have acted through its sales employees who, within the scope of their

employment, used FEC lists for a commercial purpose despite having received multiple written

notices that such use was prohibited.

In any case. without additional investigation, we cannot fully assess the extent to which

the conduct of Blair's managers may have been knowing and willful. However, because Blair is

willing to resolve this matter on behalf of itself and the brokers, we believe pre-probable cause

conciliation should be pursued. A proposed conciliation agreement. the general terms of which

C Blair has agreed to. is discussed belox.

IV. PRPSDCNIITO GEMN

Attached for the Commission's approval is a conciliation agreement
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Accordingly, this Office recommends that the Commission enter into pre-probable cauu

conciliation with Blair and approve the attached conciliation agreement. We also recommn

that the Commission decline to take no further action at this time against the individual brokers

who requested it. Should the Commission accept a conciliation agreement with Blair in

settlement of this matter on behalf of itself and its employees, we will then recommend the

Commission take no further action against the current broker respondents and close the file in

this matter.

V. REC~QMMENDAIQNS

1. Enter into conciliation with D.H. Blair & Co., Inc. prior to a finding of probable cause
to believe.

2. Decline to take no further action against Gary Auerbach, Gaboriel Cerrone,
Michael HooshmandL Scott Lederman, Steve Lichaw and Michael Lichtenstein
at this time.

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

Lawrence M. Noble
General Counsel

'ilA i 6$BY:
Date Fo s&Ae/

Associate General Counsel



B3 THE FEDERAL ELECTION CC &SS ION

In the Matter of

D.H. Blair & Co., Inc.;
Karl Ache;
Gary Auerbach;
Matthew Cortopassi;
Gabriel Cerrono;
Michael Hooshmand;
Scott Lederman;
Mike LiCalsi;
Steve Lichaw;
Michael Lichtenste in.

MUR 4320

CERTIFICATION

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

Commission, do hereby certify that on July 26, 1996, the

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

actions in MUR 4320:

1. Enter into conciliation with D.H. Blair &
Co., Inc. prior to a finding of probable
cause to believe.

2. Decline to take no further action against
Gary Auerbach, Gabriel Cerrone, Michael
Hooshmand, Scott Lederman, Steve Lichaw and
Michael Lichtenstein at this time.

3. Approve the conciliation agreement and the
appropriate letter, as recommended in the
General Counsel's Report dated July 22, 1996.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

I Datle
Secre ry of the Commission

Received in the Secretariat: Tues., July 23, 1996
Circulated to the Commission: Tues., July 23, 1996
Deadline for vote: Fri.,, July 26, 1996

9:22 a.m.
11:00 a.m.
4:00 pa.

bj r



FEDERAL ELECTION COMMISSION

July 30.11996

VIA FACSIMILE & HAND DELIVERY

Roger Whitten. Esq
Margaret Ackerkey. Esq
Wilmer. Cutler & Pickenne
2445 M Street. N W
Washinlclon. D) C 20037-1420

RE- MUR 4320
D. H Blair & Co.. Inc.

lXear Mariuaret and Roieer

On March 5. 1996. the Federal Election Commission found reason to believe that your
client. [D H Blair & Co Inc.. I Blair"). knowineIk and Willfully violated 2 U.S.C. § 438(a)X4)
and issued a Subpoena for Documents and Orderfor Wrnten Answers directed to Blair. At your
request. on Jul' 26. 19%. the Commission determined to enter into negotiations directed
tow-.ards reaching, a conciliation agreement in settlement of this matter pnor to a finding of
probable cause to beliee

F nc losed is a concilIiaiton aL'reement that the Comm ission has approved in settlement of
this matter As agreed. this Office presenited to the Commission your clienfs position in support
ot'chanine. the preamble and other areas of the agreement to reflect the preliminary nature of
the reason to belie-e findine. As 'ou %%ill note. ho'%e~er. the ag~reement approved bv the
Commrissiotn addresses %our client's concern in the tbod%- of the conciliation agtreement only' If
\our client aeree,, wth the pro\ isions of-the enclosed agreement. please sign and return it. along
wJh the ci' i enals to the 6Commission, In Iaihl of the fact that conciliation negotiations. prior
to a tindinue oi probable cause to beliese. are limited to a maximum of 30 days. vou should
respond to this, nolificaiion as soon as possible



SftN Whftu Esq.
prtAckerle Esq

July 30, 1996
Paop 2

If you have any questions or suggestions for changes in the agreement, or if you wish to
w1rmge a meeting in connection wit a mutually satisfactory conciliation agreemn, Please
contact me at (202) 219-3400

Sincerely,

Enclosure
Conciliation Agereement
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BEFORE Ih FEDERAL ELEFkION CO69MON

In the Matter of

D.H. Blair & Co., Inc.
Karl Ashe
Gary Auerbach
Matthew Cotopassi
Gabriel Cerrone
Michael Hooshmand
Scott Lederman
Mike LiCalsi
Steve Lichaw
Michael Lichtenstein

) MUR 4320

GENEMAL COUNSEL'S REPORT

1. BACKGROUND

On July 26, 1996, the Commission approved a pre-prbel cause conciliation agemn

with D.H. Blair & Co., Inc. ("Blair", in settlement of a violation of 2 U.S.C. § 438(a)X4), the

sale and use restriction. Attached is a signed conciliation agreement - firom Blair intended to settle

this matter as to all repnet.Attachment 1.- The signed arentprovides for a S$100,000

civil penalty

This Office recommends that the Commission accept the

conciliation agreement and take no further action against the remaining respondents who are

current and former Blair brokers. Should the Commission aprve these recommnendations, the

closing letters to the individual respondents will contain an admonishment. No civil penalty

check has et been received.

Additionally, since the investigation in this matter revealed that possible commercial use

of FEC contributor lists extends to other brokerage firms, we also recommend that the

C~ommission send informational letters concerning the sale and use restriction to the regulatory

1, ' 1 1-1 ;_ i L .1



-2-

orgn~atinswith ovesight ove the secarities industry and to t four oter Nberage firms

whose few epoeswere idendfied as having requested contrmuto lists from the Public

Records Office. S#ampl leter to the reuaoybodies and to the brokeage fim ame attached

and discuonsed further in Section Mi below. Atteacet 2 md 3.

NN.

IN
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In accordance with the foregoing, this Office recommends that the Commission accept

the attached conciliation agreement with D.H. Blair & Co.. Inc., and take no fuirther action



against the remaining repnet in this matter, all of whom are current or former Blair

employees. Should the Commission approve this Office's recommendations, the closing letter

to the individual respndents will contain an admonishment since each of them made multiple

requests for contributor information during the relevant time period.

111. POOFDIE1EST FC1,TR N RKRG M

As noted earlier, this Office also recommends that the Commission send an informational

letter concerning the sale and use restriction to the regulatory bodies overseeing the securities

industry and other brokerage firms whose employees also ordered contributor lists during the

relevant timne period. During the investigation, several of the former Blair brokers we

interviewed stated that the use of FEC contributor lists is common throughout the securities

industry. Moreover, during negotiations, Blair's counsel, who represent other brokerage firms as

part of their commercial law practice, advised us that none of their brokerage firm clients had

been aware of the sale and use restriction. Given the strong public disclosure role of the

Commission, enforcement of the sale and use restriction in circumstances similar to this case

must be undertaken so as to minimize any possible "chilling effect" on legitimate public requests

for contributor indices. Consequently. we believe it is important that the Commission educate

securities industry employers and regulators who are in a better position to discover, and in the

case of employers prevent. improper use of contributor lists. Copies of sample letters to the main

securities industry regulators -- the Securities and Exchange Commission, the NASD Regulation.

Inc. and the New York Stock Exchange -- and to four brokerage firms whose employees ordered

individual contributor lists are attached for the Commission's approval . Attachments 2 and 3.

As determined from broker registration records obtained during our investigation, firms

whose employees were positively identified as having requested contributor lists from the Public



V. RECONIMUMD&UONL

1. Accept the attached conciliation with D.H. Blair & Co., Inc.

2. Take no further action against Karl Ashe, Gary Auerbach, Gabriel Cerrone,
Matthew Cortopassi, Michael Hooshmand, Scott Ledermnan, Mike LiCalsi,
Steve Lichaw and Michael Lichtenstein.

3. Approve the sample informational letters to the Securities and Exchange Commission,
the NASD Regulation, Inc., the New York Stock Exchange and the other brokerage
firms identified in the investigation.

4. Close the file.

5. Approve the appropriate letters.

Lawrence M. Noble
General Counsel

_ _ _ _ _ _ _ _ _BY:

DateLosGL

Attachments
I . Signed conciliation agreement
2. Sample letter to regulatory organization
3i Sample letter to brokerage firm
4 . Computer-generated comparison of signed conciliation wkith 7/26/96 Commission-

approved agreement

Staff Assigned: D~awn M. Odrowski
Eugene Bull

Footnote 3 continued from previous page)

Records Office are: Grntal & Co.. Inc.. Vision Investment Group. Inc., Janssen-Meyers

Associates. L .P.. and Dean WKiter Reynolds, Inc. Other requesters contained in the referral may

also hav-e been employed by brokerage firms but w-.e could not positively, match those requesters

,with a particular firm due to the commonalit-v of the names.
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In the Matter of

D.H. Blair & Co., Inc.;
Karl Ashe;
Gary Auerbach;
Matthew Cortopassi;
Gabriel Cerrome;
Michael Hoobnod;
Scott Ledezzma;
Mike LiCalni;
Steve Lichaw;
Michael Lichtenstein.

NOR 4320

I, Marjorie W. Romer Secretary of the Federal Election~

Commission, do hereby certify that an Beptner 6, 1996, the

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

actions in NUR 4320:

1. Accept the conciliation agreon t with D.H.
Blair a Co., Inc., as roe oned in the
General Counsel's Report dted August 30,
1996.

2. Take no further action against Karl Ashe,
Gary Auerbach,, Gabriel Cerrone, Matthew
Cortopassi, Michael Hooshmiand, Scott
Lederman, Mike LiCalsi, Steve Lichaw and
Michael Lichtenstein.

3. Approve the sample informational letters to
the Securities and Exchange Coomission, the
NASD Regulation, Inc., the New York Stock
Exchange and the other brokerage firms
identified in the investigation.

(continued)

-Pop W



Pdsral Election Commission
Certification for MUR 4320
Beptember 6, 1996

Page 2

4. Close the file.

5. Approve the appropriate letters, as
recomne in the General Counsel 's Report
dated August 30, 1996.

Coiisioners Aikens, Elliott, McDonald, McGarry# and

Thorns voted affirmatively for the decision.

Attest:

A AAASE r

Received in the Secretariat: Tues., Sept. 03, 1996 10:50 am.
Circulated to the Comission: Tues., Sept. 03, 1996 4:00 p.m.
Deadline for vote: Fri., Sept. 06, 1996 4:00 p.m.

mvd

'Date



FEDRALELECTION COMMISSION
WANHTON , D.C. 20463

September 11. 1996

Matthew Coftopessi
3 53 Oansevoort Boulearid
Staten Island, New York 10314

RE: MUR 4320
Matthew Cottopessi

Dear Mr. Cortopessi:

On March 14, 1996, you were notified that the Federal Election Commission found
reason to believe that you knowingly and willfully violated 2 U.S.C. § 438(aX4). You did not
file a response to the Commissio .n's rasn to believe finding. After conIerin the
circumnstances of the matter, the Commission determined on September 6, 1996, to take no
futher action against you and closed the file in this matter.

The confidentiality provisions at 2 U. S.C. § 43 7g(aX 12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

The Commission reminds you that using individual contributor information obtained
from reports filed with the Commission to solicit business is a violation of 2 U.S.C.
§ 438(a)X4). You should take steps to ensure that this acti,.ity does not occur in the futre.

If you have any questions, please contact me at (202) 219-3400.

SincerelN%

Dawnm \M. Odrowsi
Attorne\

fDIt( ATE) T) Kf \) WvL



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C Z0463

September 1], 1996

Kaf Asbe
3f2 Sth Avenue., Suite 6-0
New Yok, NY 10018S

RE: MUR 4320
Karl Ashe

Dear Mr. Ashe:

On March 14, 1996, you were notified that the Federal Election Commission found
reason to believe that you knowingly and willfully violated 2 U.S.C. § 438(aX4). You did not
file a response to the Commission's reason to believe finding. Afler considering the
ccutances of the matter, the Commission determine on September 6, 1996, to take no
fwiher action against you and closed the file in this matter.

T1he confidentiality proision at 2 U.S.C. § 43 7g(aXl12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record within
30 days, this could occur at any time following certification of the Commissons vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

- The Commission remiinds you that using individual contributor information obtained
from reports filed with the Commission to solicit business is a violation of 2 U.S.C.
§ 439(a)X4). You should take steps to ensure that this activity does not occur in the future.

If you have any questions, please contact me at (202) 219-3400.

Sincerely,

Dawnm M. Odrowski
Attorney

DI DDI( AT I D 1( Kf Pl, Ti 0 H P( bt R( \N( )R'%if D
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FEDERAL ELECTION COMMISSION
~ WASHINGTON. D.C. 20463

September 11, 199m

Michael B. LiCals
30-2014 Newport Parkway
Jersey City, NJ 073 10

RE: MUR 4320
Michael B. LiCalsi

Dear Mr. LiCalsi:

On March 14, 1996, you were notified that the Federal Election Commission found
reason to believe that you knowingly and willfully violated 2 U.S.C. § 433(aX4). You submitted

N a response to the Commisions reao to believe finding on April 25, 1996. After considering
the c'c-ircumsances of the matter, the Commission determined on September 6, 1996, to take no
further action against you and closed the file in this matter.

The confidentiality prvsosat 2 U.S.C. § 437g(aXl12) no longer apply and this matter
is now public. In addti, although the complete file must be placed on the public record within
30 days this could occur at any tim following certification of the Comsin's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon
as possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

T'he Commission reminds you that using individual contributor information obtained
from reports filed with the Commission to solicit business is a violation of 2 U.S.C.
§ 438(aX4). You should take steps to ensure that this activity does not occur in the future.

If you have any questions, please contact me at (202) 219-3400.

Sincerely.

Dawn M. Odrowski
Attorney



FEDERALELECTION COMMISSION

wAS iNG OND.C 20 63Septem ber 11, 1996

Kenneth A. Gross, Esq_
Skaddmn Aips Slate, Meagher & Flom
1440 Iiew York Avenue, N.W.
Washington, D.C. 20005-2111

RE: MUR 4320
Gary Auerbach, Gabriel Cerrone,
Michael Hooshmand,
Scott Lederman, Steve Lichaw, and
Michael Lichtenstein

Dear Mr. Gross:

On March 14, 1996, your clients, Gary Auerbach, Gabriel Cerrone, Michael Hooshnmnd,
Scott Ledermnan, Steve Lichaw and Michael Lichtenstein, were notified that the Federal Election
Commission found reaso to believe that each of them knowingly and willfully violated 2 U.S.C.

§ 438(a)X4). On May 8, 1996, you submitted responses to the Commission's reason to believe

finding on behalf of your clients. After considering the circumstances of the matter, the

Commission determined on September 6,19%, to take no fuirther action against Messrs.

Auberbach, Cerrone, Hooshmand, Lederman, Lichaw and Lichtenstein and closed the file in this
matter.

The confidentiality provisions at 2 U.S.C. § 437g(aX 12) no longer apply and this matter

is now public. In addition, although the complete file must be placed on the public record within

30 days, this could occur at any timne following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, please do so as soon

as possible- While the file may be placed on the public record before receiving your additional

materials, any permissible submissions will be added to the public record upon receipt.

The Commission reminds your clients that using individual contributor information

obtained from reports filed with the Commission to solicit brokerage business is a violation of

Ce/ehfx-cnj 'e ( or- -, ' "a'.- -
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MMU 4320
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2 U.SC.§1 438a4). Your clmb shoul take uep to ensur e s asctivity does nm occur in

If you have any qusin~please contact we at (202) 219-3400.

Sinerey,

Dawn M. Odrowiki
Attorney



FEDERAL ELECTION COMMISSIONS ~~~WASHINGTON, DC. 20463 Spebr1,19

Roger M. Whitten, Esq.
Margaret L. Ackerley, Esq.
Wilmer, Cutler & Pickering
2445 M StretN.W.
Washington. D.C. 20037-1420

RE: MUR 4320
D.H. Blair & Co., Inc.

Dear Mr. Whitten and Ms. Ackerley:

On September 6, 1996, the Federal Election Commission accepted the igned conciliation
agreement submitted on your client's behalf in settlement of a violation of 2 U.S.C. § 438(aX(4),
a provision of the Federal Election Curnpuign Act of 1971, as amended ("the Act).
Accordingly, the file has been closed in this matter.

The confidentiality provisions at 2 U.S.C. § 437g(a)X 12) no longer apply and this matter
is now% public. In addition, although the complete file must be placed on the public record within

- 30 day-s. this could occur at any time following certification of the Commission's vote. If you
wish to submit any factual or legal materials to appear on the public record, pleae do so as soon

as possible. WNhile the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt

Information derived in connection with any conciliation attempt will not become public
w-kithout the w%.ritten consent of the respondent and the Commission. S=~ 2 U.S.C.
§ 437g(a)(4)(B). The enclosed conciliation agreement, however, will become a part of the public
record.

I~ WAl!!) TO Kf f PING THE~ PI- K I( fNF )Roi D



Roge WhiaemSq
bwrtAckede, Esq.

Enclosed you wil find a copy of the fully execused coan ciliati1on a gremn for your filet.
Mlase note that the civil penalty is due within 30 days of die coanciliation apeetmen, Ws effective

date. If you have any questions, please don't hesitae to contact me at (202) 21943400.

Sincerely,

Dawn M. Odrowski
Attorney

Enclosmr
Conciliation Agreement



oFCE 11 Ct-4RAL
BEFORE THE FEDERAL ELECTION COMMISSi&W ,

In the Matter of )~.3 P 9

)MUR 4320
D.H. Blair & Co., Inc.)

CONCILIATION AGREEMENT

This matter wras initiated by the Federal Election Commission ("Commission"), pursuant to

information ascertained in the normnal course of carrying out its supervisory responsibilities. The

Commission found reason to believe that D.H. Blair & Co., Inc. ("Respondent") knowingly and

willfully violated 2 U.S.C. § 438(a)X4).

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

methods of conciliation, prior to any finding of probable cause to believe, do hereby agree as

- follows:

I. The Commission has jurisdiction over 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(a)(4)XAXi0.

11. Respondent has had a reasonable opportunity to demonstrate that no action should be

taken in this mat-ter.

111. -Reason to believe- is a preliminary finding and a statutory prerequisite to an

investigation as to whether there is probable cause to believe a violation occurred. In an effort to

resolve this matter expeditiously. the Commission has foregone a full investigation, and

accordingly, has neither considered nor made a finding as to whether there is probable cause to

believe that the, 'iolation of 2 1 .S.C. 438w(4) was kno%%i)nL and willful. Respondent has made

no admission to a k-nowi%-nL and \~illful violation of the Federal E'lection C'ampaign Act.



IV. Respondent enters voluntarily into this agremn with the Commission.

V. The pertinent facts in this matter are as follows:

1.- Respondent is a brokerage firm headquartered in New York City.

2. The Federal Election Campaign Act of 1971, as amended ("the Act") requires political

committees to file reports of their receipts and disbursements and to identify each individual who

makes aggregate contributions to them in excess of $200 within a calendar year. 2 U.s.c.

§ 434(bX(3XA).

3. The Commission must make available for public inspection and copying reports and

statements filed with it within 48 hours of receipt. Any information copied from such reports or

statements may not be sold or used by any person for the purpose of soliciting contributions or for

commercial purposes, other than using the name and address of any political committee to solicit

contributions from such committee. 2 U.S.C. § 438(aX4). This provision is commonly known as

the "sale and use restriction." The prohibition on the use of information for "commercial purposes"

encompasses those commercial purposes that could make contributors prime prospects for all kinds

of solicitations, including solicitations for cars, credit cards, magazine subscriptions. or cheap

vacaion. Fderl Eecton n -. PlitcalConribtios Dta,943 F.2d 190, 197 (2d Cir.

1991). Solicitations for securities or other investment products are similarly prohibited under

2 1.S.C. § 438(a)(4).

4. Betw~een November 1994 and mid-March 1996. the Commission's Office of Public

Records (*'Public Records-) received phone calls from at least _50 of Respondent's employees

requesting lists of individual contributors to various political committees.



.3-

5. As it does for all requests for contributor lists, Public Records sent Respondent's

employees computer indices of the requested contributor lists. The sale and use restriction is

printed on the bottom of each page of each computer index mailed by Public Records. Additionally,

three other documents containing information about the sale and use restriction are routinely mailed

with individual contributor indices: an explanation of the contributor index, a document listing the

types of records available in the Public Records Office, and a brochure entitled. "Your Guide to

Researching Public Records." Public Records employees are also trained to recite the sale and use

restriction to persons ordering individual contributor lists in certain circumstances.

_6. In addition to the documents routinely mailed with contributor indices, Public Records

included in the mailings to some of Respondent's employees, a publication entitled. "Sale and Use

of Campaign Information"' which explains in detail the sale and use restriction.

7. Despite the notices of the sale and use restriction, some of Respondent"'s employees

used the names of individual contributors contained in the indices to solicit business in violation of

2 U.S.C. § 438(a)X4).

8. Respondent immediately advised its employees to cease using Federal Election

Commission contributor lists for commercial purposes when it received the Commission's "reason

to believe" notification letter in this matter. Moreover. Respondents fully cooperated with the

Commission after receivin2- the notification letter.

VI. Respondent. through its employees, violated 2 U'.S.C. 438(a)(4) b\- using information

from disclosure reports tiled with the Commission for commercial purposes.

VII1. 1. Respondent will pa\ a civil penalty to the Federal Election Commission in the

amount of one hundred thousand dollars (SIOO.0OO). pursuant to -'1- .S.C. 4 37va5))



2. Respondent will notify all of its employees that commercial use of contributor lists

obtained from the FEC is prohibited and will make compliance with 2 U.S.C. § 438(a)X4) part of its

regular employee training.

3. Respondent will post notices in its offices and in its cold calling areas advising its

employees of the prohibitions of 2 U.S.C. § 439(a)X4) to ensure that new sales personnel are aware

of the prohibitions.

4. Respondent will amend its training and personnel manuals to include a statement of

the 2 U.S.C. § 439(a)X4) prohibition on commercial use of information obtained from disclosure

reports filed with the Commission.

5. Respondent will internally sanction any employee who violates 2 U.S.C. § 438(a)X4)

in the fufture.

Vill. The Commission and Respondent agree that this Conciliation Agreement concludes and

settles the matters at issue in MUR 4320 as to present orformer officers, directors or employees of

Respondent.

IX The Commission. on request of anyone filing a complaint under 2 U.S.C. § 437g(a)

concerning the matters at issue herein or on its ownm motion. may review compliance With this

agreement. If the Commission believes that this agreement or any requirement thereof has been

violated, it may institute a civil action for relief in the United States District Court for the District of

Columbia.

X. V-his aereement shall Necome effecti% e as of the date that all parties hereto have

executed same and the Commission has approved the entire agreement.



XI. Repnetshall have no mome than 30 days fr-om the date this agreement becomes

effective to comply with and iplement the requirements contained in this agremnt and to so

notify the Comission.

X1I. This Conciliation Agreement constitutes the entire agreement between the parties on the

matter raised herein. and no other statement, promise, or agreement either written or oral, made by

eithe party or by agents of either party, that is not contained in this written agreement shall be

enforceable.

XIII The terms of this agreement, including any admissions herein, are applicable solely to

this proceeding and are not an admission of fact or liability or conclusion of law for any other

proceeding, suit, or action except by the Federal Election Commission.

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

BY:____________________
Loi-s G. Lemni Date
Associate General Counsel

FOR THE RESPONDENTS:

(Positiofl)Cha3irman & Chief Executive
Officer
D.H. Blair & Co., InC.



IM FEDERAL ELECTION COMMISSION
W'4SHtNCTON . DC -20461

September 13, 1996

Peter Janssen
Bruce Meyers
.lanseen-Meyers Associates, L.P.
17 State Street, 19th Floor
New York, NY 10004

JiXear Messrs. Janssen and Meyers:

As the agency created by Congress to administer and enforce the Federal Election
Campaign Act ("the Act'), the Federal Election Commission ("Commission') is responsible for
governing federal election campaign financing and disclosure. This letter is to advise you Of a
provision of the Act that may impact on the practice of "cold calling" in your firm and in the
securities industry generally.

The Act requires federal caddtsand political committees that influence federal
elections to file reports disclosing receipts and disbtusemnents. The Act also requires the
Commission to make public information contained in these disclosure reports including the
identity of individual contributors The sale or commercial use of individual contributor
information obtained from reports filed with the Commission is strictly prohibited. See 2 U.S.C.
§ 43 8(a'(4). The Commission is empowered to enforce this prohibition, commonly known as the
sale and use restriction.

It has come to the Commission's attention that one or more employees of your firm
requested from the Commission's Public Records Office computer indexes containing the names,
cities and states of individual contributors. Pleased be advised that the commercial use of
information contained in these indexes is prohibited. T'he Commission recently settled an
;idministrative enforcement action with a brokerage firm whose employees requested indexes
containino names of individual contributors from the Public Records Office ad used them to
solicit business through cold calling. In a conciliation agreement settling this matter prior to a

full~ ' iesition, the firm admitted violating the sale and use restriction and agreed to pay a
S 100,00)0 civi1l penalty and to take remedial steps to prevent future violations of the sale and use
restriction by its employees.

"fTFR[V TODAN NN[E) OLRRO',%
A i ToT KEEPIN( THE P.8(1 IVO\FW D



W. Bruce Msyus
jausen.Meyers Associates, L.P.
Paoe 2

Enclosed for your information is a copy of a brochure explaining the sale and use
restriction. The rstj tion is also printed on the bottom of each page of the contributor indexes
mailed by the PuMic Records Office. Should you have any additional questions about the
restricion pleae contact the FEC Information Division, toll free at 800/424-9530 or locally at
202/219-3420. Thank you for your attention to this matter.

For the Comnmission,

Lee Ann Elliott
Chairmnan

Enclosure
Sale & Use Brochure



FEDERAL ELECTION COMMISSION
W~%AHINGTON. D.C. 20403

September 13s, 1996

Jameci F. Higgins, President
Dean Witter Reynolds, Inc.
Two World Trade Center, 66th Floor
New York, NY 10048-0203

Dear Mr. Higgins:

As the agency created by Congress to administer and enforce the Federal1 Election
Campaign Act ("~the Act'), the Federal Election Commission ("Commission") is responsible for
governing federal election campaign financing and disclosure. This letter is to advise you of a

- provision of the Act that may impact on the practice of "cold calling"' in your firm and in the
securities industry generally.

The Act requires federal candidates and political committees that influence federal
elections to file reports disclosing receipts and disbursements. The Act also requires the
Commission to make public information contained in these disclosure reports, includin the

* identity of individual contributors. The sale or commercial use of individual contributor
information obtained from reports filed with the Commission is strictly prohibited. See 2 U.S.C.
§ 438(a)(4). The Commission is empowered to enforce this prohibition, commonly known as the
sale and use restriction.

It has come to the Commission's attention that one or more employees of your firm
requested from the Commission's Public Records Office computer indexes containing the names,
cities and states of individual contributors. Pleased be advised that the commercial use of
information contained in these indexes is prohibited. The Commission recently settled an
administrative enforcement action with a brokerage firm whose employees requested indexes
containing names of individual contributors from the Public Records Office and used them to
solicit business through cold calling. In a conciliation agreement settling this matter prior to a
fuill investigation, the firm admitted violating the sale and use restriction and agreed to pay a
S 100.000 civil1 penalty and to take remedial steps to prevent future violations of the sale and use
restriction by., its emiployees.
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Impem F. Higgins, President
Dan Witter Reynlds Inc.

Pa2

Enclosed for your information is a copy of a brochure explainin the sale and use
restriction. The restriction is also printed on the bottom of each page of the contributor indexes
mailed by the Public Records Office. Should you have any additional quiestions about the
restriction, please contact the FEC Information Division toll frve at 800/424-9530 or locally at
2021219-3420. Thank you for your attention to this matter.

For the Commission,

!24w

Lee Ann Elliott
Chairman

Enclosure
Sale & Use Brochure
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* FEDERAL ELECTION COMMISSION
WAS*INGON D C. 20463

September 13, 1996

Mr. Doug Mangan, Chief Executive Officer
Vision Investment Grroup,, Inc.
121 Broadhollow Road
Melville, NY 11747

Dear Mr. Mangan:

As the agency created by Congress to administer and enforce the Federal Election
Campaign Act ("the Actj, the Federal Election Commission ("Commission") is responsible for
governing federal election campaign finaning and disclosure. T1his letter is to advise you of a
provision of the Act that may impact on the practice of "cold caling in your firm and in the
securities industry generally.

The Act requires federal candidates and political committees that Winence federal
elections to file reports disclosing receipts and disbursements. The Act also requires the
Commission to make public information contained in these disclosure reports, includng the
identity of individual contribuors. The sale or commercial use of individua contributor
information obtained from reports filed with the Commission is strictly prohibited. See 2 U.S.C.
§ 4-38(a)X4). The Commission is empowered to enforce this prohibition commonly known as the
sale and use restriction.

It has come to the Commission's attention that one or more emloyees of your firm
requested from the Commission's Public Records Office computer indexes containing the names,
cities and states of individual contributors. Pleased be advised that the commercial use of
information contained in these indexes is prohibited. The Commission recently settled an
administrative enforcement action with a brokerage firm whose employees requested indexes
containing names of individual contributors from the Public Records Office and used them to
s.olicit business through cold calling. In a conciliation agreement settling this matter prior to a
full inmcstigation, the firm admitted violating the sale and use restriction and agreed to pay a
S$100,000 ci1vilI penalty and to take remedial steps to prevent future v iolations of the sale and use
restriction by its employees.
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Dog Mangan, CEO
vision InetetOroup. Inc.
Page 2

Enclosed for your information is a copy of a brochure explaining the sale and use
restiction The restriction is also printed on the bottomn of each page of the contributor inexes
maied by the Public Records Office. Should you have any additional questions about the
restiction please contact the FEC Information Division, toll free at PJO424-9530 or locally at
202f219-3420. Thank you for your attention to this matter.

For the Commission,

Lee Ann Elliott
Chairman

Enclosure
Sale & Use Brochure
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* FEDERAL ELECTION COMMISSION
WA"HNGTON. D.C. 20%~3

September 13,. 1996

Robert Rittereiser, Chairman
Gruntal & CO.
14 Wall Sftre
New York, NY 10005

Dear Mr. Rittereiser:

As the agency created by Congress to administer and enforce the Federal Election

Campaign Act ("the Act"), the Federal Eliection Commission ("Commission") is responsible for
governing federal election campaign financing and disclosure. This letter is to advise you of a
provision of the Act that may impact on the practice of "cold calling" in your firm and in the
securities industry generally.

The Act require federa candidates and political committees that influence feda
elections to file repomi disclosing receipts and disbursements. The Act also requires the
Commission to make public information contained in these disclosure reprt, including the
identity of individual contributors. The sale or comecial use of individual contributor
information obtained from reports filed with the Commission is strictly prohibited. See 2 U.S.C.
§ 438(a)X4). The Commission is empowered to enforce this prohibition, commonly known as the
sae and use restriction.

It has come to the Commission's attention that one or more employees of your firm

requested from the Commission's Public Records Office computer indexes containing the nam-es,
cities and states of individual contributors Pleased be advised that the commercial use of
information contained in these indexes is prohibited. The Commission recently settled an

administrative enforcement action wkith a brokerage firm whose employees requested indexes
containing names of individual contributors from the Public Records Office and used them to
solicit business through cold calling. In a conciliation agreement settling this matter prior to a
fullI investigation, the firm admitted violating the sale and use restriction and agreed to pay a
S$100,000 c ivilI penalty and to take remedial steps to prevent future violations of the sale and use
restriction by its employees.
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RobertRttriehama

Page 2

Enclosed for your information is a copy of a brochure exliigthe sale and use
rr icion The restriction is also printed on the bottom of each page of the contribuor indexes
mailed by the Public Records Office. Should you have any addiiona quetins. about the
restriction, plese contac the FEC Information lDivision, toll free at S00424-9530 or locally at
202/219-3420. Thank you for your attention to this matter.

For the Commaission,

Le Ann Elliott
Chaiman

Enclosure
Sale & Use Brochure



PI~ FEDERAL ELECTION COMMISSION
W"SINGTON, DC. 20463

September 13e, 1996

William R. Johnston, President
New York Stock Exchange
I I Wall Street, 6th Floor
New York, NY 10005

Dear Mr. Johnston:

As the agency created by Congress to administer and enforce the Federal Election

Campaign Act ("th Act"), the Federal Election Commission ("Commission") is

responsible for governing federal election campaign financing and disclosure. This letter

is to advise you of a provision of the Act that may impact on the practice of "cold calling"

in the securities industry.

The Act requires federal candiates and political committees that influence federal

elections to file reports disclosing receipts and disb-ursemnents. The Act also requires the

Commission to make public information contained in these disclosure reports, including

the identity of individual contributors. The sale or commeria use of individual

contributor information obtained from reports filed with the Commission is strictly

prohibited. See 2 U.S.C. § 438(aX4). The Commnission is empowee to enforce this

prohibition, commonly known as the sale anid use restriction.

Recently, the Commission settled an administrative enforcement action with a

brokerage firm whose employees requested from the Commission's Public Records

Office indexes containing the names, cities and states of individual contributors and used

them to solicit business through cold calling, In accordance with a conciliation

agreement resolving this matter prior to a full investigation, the firm admitted violating

the sale and use restriction and agreed to pay a $100,000 civil penalty and to take

remedial steps to prevent future violations of the sale and use restriction by its

employees.

As one of the major organizations with regulatory authority over the securities

industry, the Commission is notifying you of the sale and use restriction with the hope

that, where appropriate, you may help educate brokerage firms and their employees about

the restriction. A violation of the restriction may subject a brokerage firm and its

otfending employees to an administrative enforcement action pursuant to 2 U.S.C.
§ 4 37g.

Ceier-jr'n tht' (Y -otrn'~' -- 2oth Anje~r
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William f.joon, President
New York Stock Ech g
Page 2

Enclosed for your information is a copy of a brochure exliig tesale and use

restrction. The restriction is also printed on the bottom of each page of the contributor
indexes mailed by the Public Records office. Should you have any additional questions
about the restrction please contact the Commission's Information Division toll free at
800/424-9530 or locally at 202/219-3420.

For the Commission,

L1eeL~u Elliott
Chairmnan

Enclosure
Sale & Use Brochure



FEDERAL ELECTION COMMISSION
WASHINGTON 

D C 20463 
Se t nb r 1 , 1 9

Arthur Levitt, Jr.
Chairman
U.S. Securities and Exchange Commission
450 5th St.
Washington, D.C. 20001

Dear Chairman Levitt:

As the agency created by Congres to administer and enforce the Federal Election

Campaign Act ("the Act"), the Federal Election Commission ("Commission") is

responsible for governing federal election campaign financing and disclosur. This letter

is to avise you of a provision of the Act that may impact on the practice of "cold calling"

in the securities industry.

'MTe Act requires federal caddtsand political comitees tha influence federal

elections to file reports disclosing receipts and dIsbreets. The Act also requires the

Commission to make public information contained in these discloswe reports, including

N7- the identity of individual contributors. The sale or commercial use of individual

contributor information obtained from reports filed with the Commission is strictly

prohibited. See 2 U.S.C. § 438(aX4). The Commission is empowered to enforce this

prohibition. commonly known as the sale and use restriction.

Recently, the Commission settled an administrative enforcement action with a

brokerage firm whose employees requested from the Commission's Public Records

Office indexes containing the names, cities and states of individual contributors and used

them to solicit business through cold calling. In accordance with a conciliation

agreement resolving this matter prior to a full investigation, the firm admitted violating

the sale and use restriction and agreed to pay a $100,000 civil penalty and to take

remedial steps to prevent future violations of the sale and use restriction by its

employees.

As the agency with primary regulatory authority over the securities industry, the

Commission is notifying you of the sale and use restriction with the hope that, where

appropriate, you may help educate brokerage firms and their employees about the

restriction. A violation of the restriction may subject a brokerage firm and its offending
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Asfw Levitt, Jr., Charma
Sectiest and Exchange Commission
Page 2

employees to an administrative enforcement action pursuant to 2 U.s.c.
9437g.

Enclosed for your information is a copy of a brochure explaning the sale and use
restriction. The restriction is also printed on the bottom of each page of the contributor
indexes mailed by the Public Records Office. Should you have any addtional questions
about the restriction, please contact the Commissions's Information Division, toll frve at
S0(424-9530 or locally at 202/219-3420.

For the Commission,

Lee Ann Elliott
Chairman

Enloure
Sale & Use Brochure



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 204"3

September 13, 1996

Mary L. Schapiro, President
NAQD Regulation, Inc.
1735 K Street, N.W.
Washington, D.C. 20006

Dear Nis. Schapiro:

As the agency created by Congress to administer and enforce the Federal Election
Campaign Act ("the Actt ), the Federal Election Commission ("Commission-) is
responsible for governing federal election campaign financing and disclosure. Tlhis letter
is to advise you of a provision of the Act that may impact on the practice of "cold calling"
in the securities industry.

The Act requires federal candidae and political committees that influence federal
elections to file reports disclosing receipts and disbursements. The Act also requires the
Commission to make public infmo contained in thes disclosure reports, includinig
the identity of individual coottibutois The sale or commercial use of individual
contributor information obtained from reports filed with the Commission is strictly

prohibited. See 2 U...§438(aX4). T1he Commission is empowered to enforce this
prohbiton. ommnlyknow asthesale and use restriction.

Recently, the Commission settled an administrative enforcement action with a
brokerage firm whose employees requested from the Commission's Public Records
Office indexes containing the names, cities and states of individual contributors and used
them to solicit business throughi cold calling. In accordance with a conciliation
agreement resolving this matter prior to a full investigation, the firm admitted violating
the sale and use restriction and agreed to pay a $100,000 civil penalty and to take
remedial steps to prevent future violations of the sale and use restriction by its
employees.

.-s one of the major organizations with regulatory authority over the securities
indtistry, the Commission is notifying you of the sale and use restriction with the hope
that, where appropriate, you may help educate brokerage firms and their employees about
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May Scapfo, Preadmt
NASD Repzlaton, Inc.
Pop 2

the restriction. A violation of the restriction may subject a brokera2ge fimand its
0f~dn employees to an administrative enforcement action pursuan to 2 U.s.c.

9437g.

Enclosed for your information is a copy of a brochure explang the sale and use
restriction. The restriction is also printed on the bottom of each page of the contributor
inexes mailed by the Public Records, Office. Should you have any adiinlquestions
about the restriction, please contact the Commission's Information Division, toll free at
S00424-9530 or locally at 202/219-3420.

For the Commission,

Chairman

Enclosure
Sale & Use Brochure
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Dawn Odrovaki, Esq.
Federal Election Commiission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4320 -- D.H. Blair & Co., Inc.

Dear Dawn:

As we discussed, enclosed is a letter to you from
client to be added to the public record of MUR 4320.

SincT ly rs,

Margaret Ackerley

Enclosure
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0
D. H. Blair & Co., Inc.
44 WaR Street, New York. N.Y 10005
Teephone (212) 495.4115

(800) 677-4400

Fax (212) 747-0126

Estatfistled in 1904

Members. New York Stock Exchange. Inc

JOHN T. McGUIRE. ESO,
Genral Counse
Ser Vice President

September 25, 1996

CLOSED
Dawn Ordowski, Esq.
Federal Election Commrission
999 EStreet, .W.
Washington, D.C. 20463

Re: MUR 4320 - D.H. Blair & Co., Inc.

Dear Ms. Ordowski:

D.H- Blair & Co, Inc. ("Blair") would like this letter to be made part of the public record
of MUR 4320.

In tandem with signing the conciliation agreement with the Federal Election Commission
in this matter. Blair would like to emphasize the following points for the public record.

First, Blair is thoroughly committed to compliance with all laws and regulations governing
its business. Blair's senior management was unaware, prior to its receipt of a letter from
the Commission, that some Blair employees were using contributor lists and that
commercial use of the publicly available lists is prohibited. Had Blair's senior management
known that such lists were being used by some of its brokers in vNiolation of any rule or
regulation. the firm would have taken immediate steps to prevent such use.

Second. as reflected in the conciliation agreement, when Blair did learn of the prohibition
on use of contributor lists, it immediately instructed its employees to cease all use of such
lists and fully cooperated with the Commission's investigation. The firm's prompt efforts
to halt the use restriction effectively prevented any further violations, and such education
and training efforts will continue

LA)
o
*'1



Third, Blair is committed to observing and enfibrcing
ensuring that its employees follow proper sales practices.
some of its employees engaged in a practice that was in
company was unaware

applicable securities laws and
The firm sincerely regrets that

violation of a law of which the

Very truly yours,

6. X-
John T. Mc~uire
General Counsel
D H Blair &Co.,Inc.

1027 fc]
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F202-"407r

NASD RF&XJATIO

MM, Lh~koOctober 8, 1996

The Honorable Lee Ann Elliott
Chairman
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Chairman Elliott:

Thank you for your letter of September 13, 1996 regarding the restriction
against the commercial use of individual contributor information contained in
Federal Election Commission ("FEC") reports and the impact of that
restriction on cold calling in the securities industry. The NASD publishes a
monthly Notices To Members that informs and educates members about a
variety of topics, including their obligations under Federal law. The October
1996 issue will include the enclosed Notice reminding NASD members about
the FEC's sale and use restriction and describing your recent administrative
action against a brokerage firm for violating this restriction.

I appreciate your bringing this matter to my attention. Please do not hesitate
to contact me in the future about other matters of mutual interest.

Sincerely,

Maryr L. schpr
President

Enclosure

cc: Mary Dunbar
NASDR OGC



NASD Reminds Members Of Prohibition Against Commercial Use Of
Information Filed Under The Federal Election Campaign Act

Executive Summary

The Federal El.ection Campaign Act requires federal candidates and political
committees that influence federal elections to file various reports and statements
with the Federal Election Commission ([[',.C) and state governments, including
lists of individual contributors. These reports and statements may be inspected and
copied by anyone, but the names and addresses of individual contributors may not
be sold or used for commercial purposes, such as for cold calling by a brokerage
firm. Members are reminded that such practices or other commercial use of
information derived from FEC reports is illegal and also wvould constitute a
violation of NASD® Rule 2110.

Questions regarding this Notice should he directed to Daylunbar in the Office

of the General Counsel, NASD Regulation, (202) 728-8252.

Background And Discussion

The Federal Election Campaign Act reqiLres federal candidates and political
committees that influence federal elections to file various reports and statements
with the FEC and state governments, including lists of individual contributors.
These reports and statements may be inspected and copied by anyone, but the
names and addresses of individual contributors may not be sold or used for
commercial purposes. 5ee 2 U.S.C. § 438(a)(4); I11 CFR 104.1 5. Furthermore, the
names of individual contributors on such reports and statements may not be used
to verify names on a commercial list. The purpose of the sale and use restriction is
to protect the privacy of individual contributors.

FEC rules provide a method of detecting wvhether the namies and addresses of
individual contributors are being used illegally. A political committee may



sprinkle throughout or "salt" each report with up to ten fictitious names. See 11I
U.S.C. 438(a)(4); I I CFR 104.3(e). The committee provides a real address, such
as the address of a committee worker, for each fictitious contributor. If a
solicitation or commercial mailing is made or sent to one of the fictitious names,
the political committee knows that someone has illegally used the names of
contributors disclosed on its report. The committee then may file a complaint with
the FEC.

Recently, the FEC settled an administrative enforcement action with a brokerage
firm whose employees requested from the FEC's Public Records Office indexes
containing the names, cities and states of individual contributors, and used them to
solicit business through cold calling. In accordance with a conciliation agreement
resolving this matter prior to a fuill investigation, the firm admitted to violating the
sale and use restriction and agreed to pay a $100,000 civil penalty and to take
remedial steps to prevent future violations of the sale arnd use restriction by its
employees.

Members are reminded that such cold-calling practices or other commercial use of
information derived from reports filed with the FEC is illegal and also would
constitute a violation of NASD Rule 2110, which requires members to observe
high standards of commercial honor and just and equitable principles of trade.

For more information on this subject, members may' contact the Federal Election
Commission Information Division by calling (800) 424-9530 or (2102) 219-3420,
or writing to 999 E Street, NW, Washington, DC 20463. Questions regarding this
Notice should be directed to Mary Dunbar in the Office of the General Counsel,
NASD Regulation. at (2021) 7218-8252.
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F G~vENRAL

100 DdV CT 15 3 3 '04WgSreNew York, N Y 10005
Teliphone. (212) 496-4115

(800 6774400

JOHN . WGIREESQ.Fax- (212) 747-0126

General Counsel Ettse n10

Sensor Vice President Members: New York Stock Exchange, Inc.

C=

October 10, 1996

Dawn Odrowski Esq.0 -

Federa Election Commission
999 E Street, NW
Washington, D.C. 20463

Re- MUR 4320 -- DH. Blafr& Co., Inc.

Dear ms. odrowski:

Pursuant to the Conciliation Agreement in the above-captioned matter, the purpose of this letter

is to inform the Federal Election Commission of the following:

r I1. All D.H. Blair & Co., Inc. ("D.H. Blair") employees have been advised that the commercial
use of campaign contributo fists obtained from the Federa Election Commission is

prohibited by law. As I am sure you are aware, immediately upon receipt of the Federal
Election Commission's notice that there was reason to believe that D.H. Blair employees
may have violated 2 U.S. C. § 438(a)X4), Steve A_ Sherman, Senior Vice President, Retail,
advised all Account Executives by memo, a copy of which is attached, that the use of leads
from political, contribution lists must cease irmmediately. Also, in furtherance of the
undertakings outlined in the Conciliation Agreement, the undersigned and William Badinelli,
Vice President and Director of Compliance for D.H. Blair, held two mandatory, firm-wide
meetings on September 9 and 10, 1.996 to discuss a number of regulatory issues involved in

the securities induaty. During the course of that meeting all registered employees were
advised of the pobionagainst using contributor lists obtained from the Federal Election
Commission to solicit potential clients for securities transactions or any other commercial
use. This prohibition was further reiterated by memorandum dated October 7, 1996, which
was distributed to all employees, a copy of which is attached.

2. As you may be aware, brokerage firms are obligted to maintain a continuing education
program for its personnel who are registered as "associated persons" with the national



Association of Securities Dealers. Compliance with 2 U.S. C. § 438(a)X4) has been made a

part of that regular employee training. Moreover, to assure that non-registered personnel

are trained and advised of their legal obligation to comply with 2 U.S.C. § 438(a)(4), non-

registered employees are required to attend a meeting with the D.H. Blair's Director of

Training and/or its Director of Compliance within one (1) month after their hiring to review

the prohibition against the commercial use of campaign contributor lists.

3. Enclosed please find a notice that has been posted at D.H. Blair advising its employees of the

prohibitions contained in 2 U.S.C. § 438(a)X4).

4. Enclosed please find a section of D.H. Blair's new personnel manual which includes a

statement of prohibition on commercial use of information obtained from the Federal

Election Commission. This manual was amended and reissued to all D.H. Blair employees
on September 5, 1996.

5. This letter certifies that D.H. Blair will internally sanction any employee who violates 2
U.S C. § 438(aX4) in the future.

Additionally, enclosed please find a check payable to the Federal Election Commission in the
amount of $100,000.00 as required under the Conciliation Agreement.

I would like to thank you for your consideration in this matter.

Very truly yours,

John T. McGuire

JTM-imd
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D. H. Blair & Co., Inc.
44 Wall Stree, New York, N Y 10005

Tet-ephone (212) 495 4877

(800) 677 4400

Fax (212) 425-0174

Estabieshed in 1904

Members New York Stock Exchange. Inc

rDATE: March 19, 1996TO: All Account Exec*
FROM: Steven A. She

RE: Use of Political on Lists for P

Any and all use of leads from political contribution lists must cease
immediately' Failure to comply %N Ill result in significant discilplinary action to

include potential termination of employment. This wvould be independent of

any legal course of action the Federal Election Commi- -ion wishes to pursue.

We have been informed that use ot'campaign funding lists for commercial

purposes, solicitations etc. is a violation of 2 U. S. C. 13 8(a)(4) a provision

of the Federal Election Campaign Act of 1971. This information on "'Sale

and Use" in fact accompanics ail lists sent by the Public Records entities and

should not require any further notification.

cc: Kenton Wood
Jack McGuire
Brian Frank

STEVEN A. SHERMAN
Senior Vice President / Sales



DATE: October 7, 1396

TO: ALL EMPLOYEES

FROM: KENTON WOOD

RE: PROHIBITION AGAINST THE USE OF CONTRIBUTOR UISTS OBTAINED FROM
THE FEDERAL ELE'CTION CM ISO

This is a reminder that ail employees are prohibited from contacting the Federal Election
Commission to obtain capincontibutor lists for the purpose of soliciting potential clients to
open securites accounts or for any other commercial purpose. Any employee who uses
contributor lists obtained fr-om the Federal Election Commission will be subject to disciplinary
action. Additionally, as part of D.H. Blair's CotnigEducation program, registered personnel
will be advised of th]rhbiina aisusg contributor lists for any commeal solicitation.
All other employees, within one (1) month of their hire will be required to meet with the Director
of Training and/or the Compliuse Directo to be advised of the prohibition against the use of the
Federal Election campaign - am or ist.

Any questions should be addresse to Jack McGuire.

120Vlct~ion]



D.H. BLAIR & CO., INC.

EMPLOYEE NOTICE
- , - --- ----

THE FEDERAL ELECTION CAMPAIGN ACT OF 1971

The Federal Election Campaign Act of 1971 (the "Actn) mandates the Federal Election
Commission to maintain under certain circumstances Contributor Lists ("Lists"). The Act
specifically prohibits the use of those Lists for commercial purposes, including
solicitation for securities or other investment products.

All D.H. Blair employees are prohibited from 1) contacting the Federal Election
Commission to obtain Political Contributor Lists; 2) and/or if the employee is in
possession of any such Lists the employee is prohibited from attempting to contact
individuals on the List for any commercial purpose, including solicitation to invest in
securities or other investment vehicles. Employees who have been found to have used
such Lists will be subject to sanctions, which may include a letter of caution, censure,
fine, suspension or termination of employment, in the sole discretion of D.H. Blair.

The Act also prohibits a corporation from making a contribution in connection with any
federal election. A "contribution" is defined as any payment, direct or indirect, or any
services, or anything else of value that is given to a candidate for federal elective
office. This includes the use of corporate resources or facilities to engage in fund
raising for candidates. Many states have similar restrictions.

It is the policy of D.H. Blair to comply with the Act. Further, given the complex nature of
the various laws governing campaign contributions, in order to assure that the firm
maintains compliance with the Act, any employee, regardless of their registered states,
is obligated to consult with D.H. Blair's General Counsel prior to making any
contribution to any candidate for elective office, either at the state, local or federal
level.



* q~.1k~m ERALELECTION CAMPAIGN ACT"OF WiM

Ths Federmil Elecion Cmmission as mndatd by fth Federal Election Cwnpaign Act
of 1971 (fte Acr), requoe Individuals who make aggegae political contributions in
excess of $200 to be idetified on Contributor Lists, (ul-istsu). The Act specifically
prohibits the use of fthse Lists for co aecl purposes, including solicitation for
securities or otheir investment Products.

All D.H. Blair employees are prohibited from 1) contacting the Federal Election
Commission to obtain Political Contributor Lists; 2) and/or if the employee is in
possession of any such Lists the employee is prohibited from attempting to contact
individuals on the List for any commercial purpose, including solicitation to invest in
securities or other investment vehicles. Employees who have been found to have used
such Lists will be subject to sanctions, which may include a letter of caution, censure,
fine, suspension or termination of employment, in the sole discretion of D.H. Blair.

The Act also prohibits a corporation from making a contribution in connection with any
federal election. A mcontributioV is defined as any payment, direct or indirect, or any
services, or anything else of value that is given to a candidate for federal elective
office. This includes the use of corporate resources or facilities to engage in fund
raising for candidates. Many states have similar restrictions.

It is the policy of D.H. Blair to comply with the Act. Further, given the complex nature of
the various laws governing campaign contributions, any employee, regardless of their
registered states, is obligated to consult with D.H. Blair's General Counsel prior to
making any contribution to any candidate for elective office, either at the state, local or
federal level.
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FEDERAL FL ECTION C( )\1\ISSI)N
WAStH\k,10% D.C. 20461

October I1 1, 1996

OC Docket

Rosa E. Swinton
Accounting Technician

Leslie D. Brown
Disbursing Technician

SUBJECT: .Account Determination for Funds Received

We recently received a check from D. H. BLAIR & CO., INC., check
number 3268, dated OCTOBER 10, 1996, for the amount of *100,000.00.
copy of the check and any correspondence is being forwarded. Please indicate
below which account the funds should be deposited and give the MUR/Case
number and name associated with the deposit.

TO:

FROM:

';T SUBJECT:

Rosa E. Swinton
Accounting Technician

OC Docket 4W

Disposition of Funds Received

Leslie D. Brownm
Disbursing Technician

In reference to the .ajove check in the amount of $ iQ~QI th
MUR/ave umber is 18P. and in the name of_ ___

D.1 jai lr 0- rc~ Place this deposit in the
account indicated bel6w:

__ Budget Clearing Account (OGC), 95F3875. 16

IL Civil Penalties Account, 95-1099.160

__ Other: _ _ _ _ _ _ _ _ _

a Ql
Signature

- -61(0b
Date

(Ceke-ratng the Conn,%,vi % 2oth Anniwesjrv'

YESTERDAY, TODAN'V.1) rOMOR!ROW
DEOCATED TO KEEPING THW PUBLIC INFORMED

ft~c .

CaI 3 3o [Hii~

TWO WAY MEMORANDUM

TO:

FROM:

qwaNd"


