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March 19, 1996 o *

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

Complainant: Respondent:
Congressman Bob Filner Vargas for Congress '96
Filner for Congress FEC ID# C00307256
P. 0. Box 127868 3609 Fourth Avenue
San Diego, CA 92112 San Diego, CA 92103

To Whom It May Concern:

California's Primary Election is only six days away and I have
become aware that my opponent, Congressional candidate Juan
Vargas, is spending tens of thousands of dollars on television
advertisinQ in violation of Federal Election Campaign Laws. We
know from the Enid Waldholtz scandal in Utah that illegal
expenditures of this mactnitude can change the outcome of an
election.

This situation demands the immediate attention of the Commission
and possibly a waiver of the Commission's normal administrative
investigatory process to seek injunctive relief. Unless these
immediate steps are taken, these violations could quite possibly
change the outcome of the March 26, 1996 Primary Election in
California's 50th District.

Vargas for Congress, an active Congressional campaign committee
in California's 50th District controlled by candidate Juan
Vargas, is receiving and spending tens of thousands of dollars in
flagrant violation of Federal Election Camp]aign Act and Federal
Election Commission rgeulations. Vargas has apparently illegally
borrowed $25,000 and is spending tens of thousands of dollars on
television advertising without lawfully reporting the source of
income used to finance this advertising.

P Box 127868 * San Diego. CA 92112 * Tel: 619/479-1996 * FAX. 619/479-1986
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Unsecured Personal Obliaation Loan
The Vargas for Congress Committee reported in their FEC Report of
Receipts and Disbursements filed March 14, 1996 (Schedules C and
c-1 and attachments) that Mr. Vargas had loaned $15,000 to his
campaign on March 6, 1996. The source of these funds is clearly
stated as an "Unsecured Personal Obligation" loan issued by the
Bank of Commerce.

This loan is a direct violation of the Commission's regulations
requiring that either traditional collateral with a perfected
security instrument, or documented future anticipated income, be
used to segure the loan. Mr. Vargas clearly states on Schedule
C-I that no future contributions and no assets of any type were
pledged as collateral for the loan.

In effect, this loan is an illegal camoaign contribution in the
amount of $15.000 from the Bank of Commerce to Mr. Varaas.

of the $18,000 Vargas for Congress has reported on 48 Hour
Notices of Contributions Received, $10,000 came from Mr. Vargas
himself. Given the limited assets and incomes shown on Mr.
Vargas' Financial Disclosure Statements, it is probable that this
$10,000 comes from the same illegal loans described above.

Television Advertising Without Lawfully Disclosing Source ofFunds
The attached documents acquired from local television stations
substantiate the following purchases of television advertising by
the Vargas for Congress Committee:

KFMB-TV Channel 8 $34,450
KNSD-TV Channel 39 $34,825
KGTV-TV Channel 10 $25,850
Political Cablecasts $2,400
Political Cablecasts $3,360

Total: $100,885

This television buy commenced March 11, 1996--a mere five days
after Vargas reported having only $56,052.27 in cash on hand
(including the illegal loan). 48 Hour Notices of Contributions
Received account for only $18,000 of additional funds raised
(from contributions or loans in excess of $1,000) . Thus, Mr.
Vargas would have to have raised $26,000, all from contributions
less than $1,000, and done it in a matter of days. Given Mr.
Vargas' past fundraising performance, this is a virtual
impossibility. Clearly, funds are being expended on television
advertising that have not been lawfully reported to the FEC.
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TIse matters demand immediate and decisive action b, ths Fafral
Riection Crmmmision. To allow a candidate to purchaso
significant amounts of television advertising in the final days
of a campaign and not report the source of the funds used to pay
for the advertising, and to allow that candidate to bankroll his
campaign with large, unsecured bank loans, threatenl te
integrity of the entire electoral process.

Signed and sworn under penalty of perjury,

BOB FILNER
Member of Congress

ATTACHED:
FEC Report of Receipts and Disbursements filed March 14, 1996

(Schedules C and C-I and attachments)
48 Hour Notices of Contributions Received
Commercial Broadcst Agreements with Vargas for Congress
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STATE OF CALIFORNIA.

COUNTY OF ,'/f,&I Z:E__C }S.S.

On _A" WK_ .$4 , before me, A',r c. . ,-,4-A
._ a Notary Public in and for said County and State, personally

appeared 4 ,fCR /-" A _ _ _ _ _ _

personally known to me (or proved to me on
the basis of satisfactory evidence) to be
the person(s) whose name(s)(.sjare subscribed to
the within instrument and acknowledged to me that

(4etshe/they executed the same in Cjher/their
authorized capacity(ies). and that byfisher/their
signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s)
acted, executed the instrument

FOR NO I ARY SEAL OR STAMP

0. ~ M uCmL NAM~sgg

WITNESS my hand ana official seal

Signature k

STATE OF CALIFORNIA

S.S.
COUNTY OF

before me,
a Notary Public in and for said County and State, personally

personally known to me (or proved to me on
the basis of satisfactory evidence) to be
the person(s) whose name(s) isiare subscribed to
the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their
authorized capacity(ies). and that by his/her/their
signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s)
acted, executed the instrument

:OR NOTARY SEAL OR STAMP

WITNESS my hand and official seal

Signature

'E ,60 Leqa ;2-94)

This ofr' s furnisyed by Chicago TIUe Ce6I

appeared
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TEL E SO CO FIRMAOnedCor
I - TvB - SRA Recommended Form)

THE PRIMACY GROUP
3609 4TH AVE
SAN DIEGO, CA 92103

LARRY REMER 80
fR STATION USE.

I AS "mMR

960308-000898S A2
! AmITS(m

iJUAN VARGAS
I PROD T

'VARGAS FOR CONGRESS
i TRAWT WEAR

PCON=901
*OUYERIMATING SERVICE

ACON=901

I DATE

3/12/96
STATION/MARE

*GTV SAN DIEGO
:E!MAN/OFIm
MARK WILCOX
I FLICT CODE

9:33:50 PAgE

(POL_)

MFICATION NUMISER

392 743 224 LARRY R
STAPT DATE END DATE IL IINGWEEKS CV(

3/17/96 3/25/96 M 3

LINE TIME
DA -- TYPE

FROM TO

EMER
CLE

1E
RATE CARD FUTURE RATE CARD

NO EFltVf

EFFECTIVE DATES
FREQ SPOTS t

CLASS SEC OR PER RA
PLAN WEEK

858P1130P 30

958PI100P 30

901A1000A 30

901A1000A 30

157A 300P 30" 6 M

7 T-F

8 M

9 T

10 W-F

357P 500P

357P 500P

.1001PlP00P

.101P1135P 30
1101P1135P 30

628P 656P 30

500P 600P 30

858P.100P 30

3/17

3/18

1 2,000.00

1 1,500.00

3/19- 3/22

3X25

3.,'25

3/19- 3 "22

3/'25

3 '20- 3/22

3/25

3 23

3,25

3 .'24

175.00

175.00

550.00

700.00

700.00

1 2,200.00

3 I,100.00

1 10,00.00

300.00

' 1,500.00

2 2,000.00

15 T-TH

3,0.1/96
2 ,000 .00

-i57A 300P

3 18,96
19,100.00

3 '19- 3/21

3/25'96
4,750.00

TO BE SIGNED AND RETURNED TO STATION .
() (*Of the undersigned siubpect to the condflions Set torf heop hefetov outhorize KGTv-10 to booS for imy ) Ourt us* the herein described tms'e

latent and Production Notwithstanding the condttoons Set fori at • I Ofn the roverse hereof the undersigned (ist i4reD responsible for pavyiment of
thi$ contract Wen Ibis coetracl is Signed v both agenc, end acvertise, they Shell be pOintitv &Ad s$veralvl liable for payments wftde tis

centract

ACCEPTED FOR ADVERTISER DATE _ ___-ACCEPTED FOR AGENCY~ DATL.-__ ACCEPTED FOR STA710ON DATE _____

1 SU

2 M

3 T-F

SARNE
4~ SPOT TOTAL

SPOTS

.A.

'2 SA

"3 M

14 S2

550.00

MAR96
25,85000

_ .__ IT 2

-

_

4 P.
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Bus IB ?. Bum .Im i.etsrt 15715 ,AM rm.
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THE PRIMACY GROUP
3609 4TH AVE
SAN DIEGO, CA 92103

LARRY REMER

FOR STATION USE

392 743
START DATE END DATE

224
BILLING'WEEKS

3/17/96 3/25/96 M 3

TIME
TYPE

FROM TO

960308-000898S A2 T 2
SADWRTISEA

I JUAN VARGAS

'VARGAS FOR CONGRESS

ACON=90

LARRY REMER
CYCLE

1E

EFFECTIVE DATES

I DATE

;3/12/96

SGATSN M DIE G~TV SAN DIEGO

";331:5_0PAGE 2

SALUESMIANIFF[CE

MARK WILCOX (POL)
COWLICT CODE

MODIFICATION NUMBER

RATE CARD FUTURE RATE CARD

NO EFFECISVI

FREQ SPOTS EARN 0
CLASS SEC OR PER RATE SPOt

PLAN WEEK

TOAL
SPOTS

MAR96
25,850.00

ADJUSTMENTS:
-PRE-EMPTED
-DELETED

- -NO-RUNS
-INVOICE DETAIL

- MAKEGOODS
TOTAL:

.00

.00

.00

.00

.00

.00

TOT SPOTS ORD/ADJ
TOTAL EXPIRED
TOTAL SCHEDULED
TOT ORIG CONTRACT

TOTAL OF ADJ
CURRENT TOTAL

35/ 35
.00

25,850.00
25,850.00

.00
25,850.00

.. TO BE SIGNED AND RETURNED TO STATiON
(11 (Wi) the undrs6 rid subject to the Conditions e forth hereon hte'ebv authorize KGTV-10 to book for miy) lour) use the heroin d*"riibe Iome

taoent and Production Notwithstending the conditions *at forth as &1 on the reverse hereof the undereMpnd (i) lore) resoonsible for peymov t of
this C i11act When this cOntract to s*mnd b¥ both agencv and aovertiser they shall be jointly and aeneeelly Ilable for paywets -- a tlm

ACCEPTED FOR ADVERTISER DATE ACCEPTED FORt AGENCY. DATE- ACCEPTED FOR STATION. DATE

I CONTRACT VAR

80 PCON=901
BUYtR/RATfNG SERVICE

I 

,m

m w
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FEDERAL ELECTION COMMISSION

Washngton, DC 20463
March 27. 1996

Honorable Bob Filner
Filner for Congress
P.O. Box 127868
San Diego, CA 92112

RE: MUR 4327

Dear Mr. Filner:

This letter acknowledges receipt on March 20, 1996, of your complaint alleging

possible violations of the Federal Election Campaign Act of 197 1, as amended ("the Act").
The respondent(s) will be notified of this complaint within five days.

Your letter seeks injunctive relief to prevent the respondents from continuing to engage

in the allegedly improper activity. 2 U.S.C. § 437g(aX6) provides ta the Commission may
seek such relief at the end of the administrative enforcement process. Accordingly, the
Commission will not grant your request for injunctive relief at this time.

You will be notified as sn as the Federal Election Commision takes final action on
your complaint. Should you receive any additional infomation in this mater, please forward it
to the Office of the General Counsel. Such information must be sworn to in the same manner

as the original complaint We have numbered this matter MUR 4327. Please refer to this
number in all future communications. For your information, we have attache a brief

description of the Commission's procedures for handling complaints.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosure
Procedures



FEDERAL ELECTION COMMISSION
wVas o0f. C 20463

March 27, 1996

Mr. Juan Carlos Vargas
Ms. Adrienne D. Vargas
1171 24th Street
San Diego, CA 92102

RE: MUR 4327

Dear Mr. & Ms. Vargas:

The Federal Election Commission received a complaint which indicates that you may
have violated the Federal Election Campaign Act of 1971, as amended ("the Act"). A copy of
the complaint is enclosed. We have numbered this matter MUR 4327. Please refer to this

number in all future crespondence.

Under the Act, you have the oppotumity to demonstrate in writing that no action should

be taken against you in this matter. Please submit any factual or legal materials which you

believe are relevant to the Commission's analysis of this matter. Where ap Hropiae, statements

should be submitted wnder oath. Your resonse, which should be addresed to the General
Counsel's Office, must be submitted within 15 days of receipt of this letter. If no response is

received within 15 days, the Commission may take fiuther action based on the available
information.

The complainant seeks injunctive relief to prevent you from continuing to engage in the

allegedly improper activity. 2 U.S.C. § 437g(aX6) provides that the Commission may seek

such relief at the end of the administrative enforcement process. Accordingly, the Commission

will not grant the complainant's request for injunctive relief at this time. The Commission will

proceed with the processing of the remainder of the complaint pursuant to 2 U.S.C. § 437g(a).



Tis matter will rmain c d in RcordamsC with 2 U.S.C. 1 437s(aX4)(B) and
§ 4370(A)2XA) taless you D the Commission in wrWiti you wish the matter to be
made Kiyou imnd o be repr y-ente by cound in ths Ma please adi the
Commson by copleting w enlosed form stating the nme, addum and telephone number
of such counsel, and audiig such counsel to receive any notifications and other
communications from the Commission.

If you have any questions, please contact me at (202) 219-3400. For your information,

we have enclosed a brief description of the Commission's procedures for handling complaints.

Sincerely,

Mary L. Taksar, Attomey
Central Enforcement Docket

Enclosures
I. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION

March 
27, 1996

Deanne Liebergot, Treasurer
Vargas for Congress '96
2609 Fourth Avenue
San Diego, CA 92103

RE: MUR 4327

Dear Ms. Liebergot:

The Federal Election Commission received a complaint which indicates that Vargas for
Congress '96 ("Committee") and you, as treasurer, may have violated the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the complaint is enclosed. We have
numbered this matter MUR 4327. Please refer to this number in all future correspondence.

Under the Act, you have the opprMtuFnity to demonnsue in writing that no action should
be taken against the Committee and you, as treasue, in this matter. Please submit any factual
or legal materials which you believe we relevant to the Commission's analysis of this matter.
Where appropriate, state-ents should be submitted under oath. Your respmns, which should
be addressed to the General Counsers Office, must be ubmitted within 15 days of receipt of
this letter. If no response is received within 15 days, the Commission may take fiuther action
based on the available information.

The complainant seeks injunctive relief to prevent Vargas for Congress 96 from
continuing to engage in the allegedly improper activity. 2 U.S.C. § 437g(aX6) provides that the
Commission may seek such relief at the end of the administrative enforcement process.
Accordingly, the Commission will not grant the complainant's request for injunctive relief at
this time. The Commission will proceed with the processing of the remainder of the complaint
pursuant to 2 U.S.C. § 437g(a).



This wmatr will remain in crae with 2 U.S.C. I 437g(aX4XB) sod
I 437g(aX12XA) wnls yonu mot the Commission in t that you wish the mmtr to be
mep, pWic. If you itmd to be rep uenteA by counsel in this mater, pkme advise the
Cby . mpleting te enclosed form stating the name, addres and telephone number
of such counse, md authoriz ig such counsel to receive any notifications and other
communications from the Commission.

If you have any questions, please contact me at (202) 219-3400. For your information,
we have enclosed a brief description of the Commission's procedures for handling complaints.

Sincerely,

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMSSION
wastang~on, DC 206

March 27, J996

Ms. Debbie Eden, Registered Agent
Bank of Commerce
PO Box 178440
San Diego, CA 92177

RE: MUR 4327

Dear Ms. Eden:

The Federal Election Commission received a complaint which indicates that the Bank of
Commerce may have violated the Federal Election Campaign Act of 1971, as amended
("the Act"). A copy of the complaint is enclosed. We have numbered this matter MUR 4327.
Please refer to this number in all futur corespondence.

Under the Act, you have the opportunity to emntaein writing that no action should
be taken against the Bank of Commerce in this matter. Please submit any factual or legal
materials which you believe are relevant to the Commission's analysis of this matter. Where
appropriate, stateme should be submitted under oath. Your response, which should be
addressed to the General Counsel's Office, must be submitted within 15 days of receit of this
letter. If no respome is received within 15 days, the Commission may take further action based
on the available information.

The complainant seeks injunctive relief to prevent the Bank of Commerce from
continuing to engage in the allegedly improper activity. 2 U.S.C. § 437g(aX6) provides that the
Commission may seek such relief at the end of the administrative enforcement process.
Accordingly, the Commission will not grant the complainant's request for injunctive relief at
this time. The Commission will proceed with the processing of the remainder of the complaint
pursuant to 2 U.S.C. § 437g(a).



This matter will rmuain comfidential in accorate with 2 U.S.C. 5 4371(a)(4XB) and
* 437gM)I2XA) unie you notify do Commi ssio in wridne dt you wih h m to be
,Mob phi f. [(you Inend to be repsed by counsel in tis matter, peadvie te

9iby c de enclosed form stating the name, address and ickehone number
of such counsel, md auitzing such counsel to receive any notifications and other
counikations from the Coumi.ssion.

If you have any questions, please contact me at (202) 219-3400. For your information,
we have enclosed a brief description of the Commission's procedures for handling complaints.

Sincerely,

q i. Tc(JA-.

Mary L. Taksar, Attorney
Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



MUR 4327

NAME OF COUNSEL: l.,.k f-mn

FIRM: Circuit, McKellogg, Kinney & Ross

ADDRESS: 1205 Prospect, Suite 400

La Jolla, CA 92037

TELEPHONE:( 619 ) 459-0581

FAX:( 619 ) 459-0690

The above-named individual is hereby designated as my counsel and is aut to
receive any notifications and other communications from the Commission and to act on my
behalf before the Commission. A

4/2/96
Date

RESPONDENT'S NAME:

r Signature

Bruce Nunes

Executive Vice President
Bank of Commerce
9918 Hibert StreetADDRESS:

San Diego, CA 92131

TELEPHONE: HOME(

BUSINESS( 619 ) 536-4540, ext. 336

I -i T I :j I I71 kk

Ani II0I11116
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April 8, 1996

Mary L. Taksar, Esq.
Central Enforcement Docket
Federal Election Commission
999 E. Street, N.W.
Washington, D.C. 20463

Re: MUR 4327

Dear Ms. Taksar:

On behalf of my wife, Adrienne Vargas, and myself, I respond to your letter dated March 27,
1996. Your letter requests my response to the letter dated March 19, 1996 from Bob Filner
addressed to Lawrence Noble. Initially, I received a copy of that letter from the local daily
newspaper, to which I presume Rep. Filner delivered the letter for purposes unrelated to any action
by the Commission.

Since I received Rep. Filner's letter, Rep. Filner has prevailed in the Democratic primary
election held on March 26, 1996.

1. Loan of $15.000.

Rep. Filner accuses me of having made an illegal campaign contribution to Vargas for
Congress '96 in the amount of $15,000.00.

The accusation is completely false. Rep. Filner cites no statute, regulation or other
authority which prohibits a candidate from making a loan to his or her campaign. There is no such
authority. As someone who has made massive loans drawn from his personal wealth in past
campaigns, Rep. Filner presumably is aware of the propriety of making loans to one's campaign.

I made the loan Rep. Filner describes as illegal to Vargas for Congress '96 with the
proceeds of an unsecured personal loan made to me and my wife by the Bank of Commerce. The
terms and conditions of Bank of Commerce's loan to us are completely set forth in the report which
Vargas for Congress '96 filed with the Commission on March 14, 1996. No aspect of that loan
violates any statute or regulation. Again, Rep. Filner cites no such statute or regulation. The
attached letter dated March 27, 1996, from the bank's counsel to the State Banking Department
explains in detail the propriety of the bank's loan to us.

3609 FOURTH AVENUE N SAN DIEGO, CA 92103
(619) 295-6923

P" ow by o0 Wm W,9. OV ern L.mat. Itoi 4W



Mary L. Taksar, Esq. 40r
April 8, 1996

Page 2 (Jean Campaign!

The propriety of the loan is further underscored by the Commission's advance oral
approval of it. Before seeking the loan, I asked my assistant, Larry Cohen, to contact the FEC to
inquire about the possibility of making a loan to my campaign. I then called the FEC myself and
stated that I wanted to secure a loan and use the money for the campaign. I gave the details of the
loan terms and was told by the information specialist that the loan was consistent with FEC
regulations. I then proceeded with the loan.

Rep. Filner goes on to hypothesize that an additional $10,000 in loans to Vargas for
Congress '96 "probab[ly]... comes from the same illegal loans described above." There are no
such illegal loans. Rep. Filner has provided no facts or legal authority which would support the
conclusion that any illegal loan has been made. There is no such fact or legal authority.

2. -Television Advertising Without Lawfully Disclosing Source of Funds [sic]."

Rep. Filner asserts that -funds are being expended on television advertising that have
not been lawfully reported to the FEC. Again. Rep. Filner offers no facts or legal authority which
would support his accusation. Instead. he speculates that my "past fund raising performance" makes

C it a -virtual impossibility" that funds which my campaign has expended for television advertising
were raised and reported lawfully. Such unfounded speculation is not a substitute for facts or legal
authority.

Vargas for Congress '96 has lawfully reported all sums raised and expended. It will
continue to do so.

I regret that Rep. Filner found it necessary to wage his campaign for re-election by

making false and scurrilous accusations against me.

I respectfully request that the Commission close the file in this matter.

I declare under penalty of perjury that the foregoing is true and correct of my own
personal knowledge and that I have executed this letter this /o. day of April, 1996 at San Diego,
California.

Juan C. Vargas

Enclosure: Letter dated March 27, 1996

3609 FOURTH AVENUE 8 SAN DIEGO, CA 92103
(619) 295-6923

Paid fR by Varg for Gnorf $ess -6 Deanna L l.t*-jo!, Tressu"er 4



Mary L. Taksar, Esq.
April 8, 1996
Page 3 1 he Clean Ca mpa ign!

STATE OF CALIFORNIA )

COUNTYOF SAN DIEGO )

On / 0, , 1996 before me, 19O-1-1 ' TAj- C 'Sa., a Notary
Public in and for said County and State, personally appeared J'etUA . j t
personally known to me (or proved to me on the basis of satisfactory evidence) to Ye the person(s)
whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they
executed same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.

WITNESS my hand and official seal.

Notary Public
and State

in and for said County

3609 FOURTH AVENUE U SAN DIEGO, CA 92103
(619) 295-6923

Pl.d to( by Vara tor Congress "*, Deanns Lisbroot. Treasurer -l

a \% MAMt-tDEooBMv _
| tcm"009 aot~~ll

3n ~ wo .. . . . . -, . . . ..
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Marc 27, 1996

Ms. Sharon Dunlavey
State Banking Departmew
9609 Waples, Suite 100
San Diego, California 92121

Re: C&fd,,_ Mea, 21. lift

Dear Ms. Dunlavey:

This law firmepresents the Bank of Commerce (*Bank*). In the above-freaced
correspondence, U.S. Congrpinman Bob F'iner suggests that City Cmcilzma Juan Vrgs
received a loan of money by the Bank (OLmne) which was not made in accodam with
applicable law and in th ordinary com of bumsiess.

Respectfully, the tought dutthe r ch merits an invesiaion .ewms--
Mr. Filner's lack of knowledge of do udIyla Lon.

First, the Loan was made on a basis which alures repayment, evide eed by a wrte
instrument (a promissmy note) and ube to a due date. Second, the Lam bearn a oval aad
customary interest rate of t Duk for this type of trantion. Third, the Iam was nw& by
the Bank in accordm with aaicabis bakin laws and in t ordimnry coum of bodma
In this regard, the e athe Lmn was made on an unsecued bais, and therxe
equates to a "gift', fails to renp ecoam, ranlities. The Bank adered to its formal
underwriting process, which hopeftlly auures repayment by any borrower in the normal coum.

Based on the foregoing, any fArther inquiry regarding this Loan will denstrat that it
is beyond doubt that Mr. Filnm's allegaion are without merit. Nothing In Us trnsascton
would suggest that Mr. Vargas has been treated differently than other Bank customers.

Finally, it is unjust to question the motives of the Bank's President, Peter Q. Davis, in
relation to the Loan. Mr. Davis had no involvement whatsoever In the Lan's approval.
Further, Mr. Davis's tiraless efforts on behalf of the Center City Development Coqpmati has
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ML Shrmo DudlavySW anking Departent
March 27, 1996
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greatly enhanced the City of San Diego's redevelopment. On the other band, Mr. Davis's
personal priciaft has obviously restricted potential business opotuiie h Bank may have
pursued in the Downtown San Diego area.

In sum, the Loan complies in every respect with the Federal eecton laws and in
accordance with aplicable State banking regulations. Th Bank, alog with its e Mr.
Davis, shall continue to vigorously defend and challenge any further unjustif d pot y
motivated attacks concerning the Bank's business practices.

If you have any questions or comments, please contact me immediately.

Very truly yours,

CIRCUIT, MceLLOGG, KINRNEY & ROSS LLP

Mark A. Osman

MAO/gc
cc: Cmnressman Bob Filncr
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Ms. Francis Hagen
Office of the General Counsel
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re: UR 4327

Dear Ms. Hagen:

This law firm has been designated as counsel for the Bank of Commerce ("Bank") to act
on its behalf to communicate with the Commission and to act on the Bank's behalf before the
Commission, if necessary. The Statement of Designation of Counsel was previously forwarded
to Mary L. Taksar, Esq.

The purpose of this correspondence is to demonstrate that no action should be taken
against the Bank for the claim it violated the Federal Election Campaign Act of 1971, as
amended ("Act"), Before outlining the relevant legal analysis in relation to the Act, a brief
factual outline of the events leading up to the $15,000 unsecured line of credit extended to Mr.
and Mrs. Juan C. Vargas ("Loan") would be helpful.

On or about February 8, 1996, Juan C. Vargas (*Mr. Vargas*) approached the Bank in
an attempt to obtain a $25,000 loan to Mr. Vargas and his wife, Adrienne D. Vargas. At the
inception, Mr. Vargas made it known to Bank employees that the specific purpose of the Loan
was to provide funds for election advertising for Mr. Vargas's Congressional campaign bid in
California's 50th District democratic primary.

As with all potential borrowers, Mr. Vargas was required to fill out the Bank's standard
loan documents provided to loan applicants. Thereafter, the Bank conducted its customary
review of Mr. and Mrs. Vargas's loan documents, including their financial statement, utilizing
the Bank's standard criteria. In conjunction with this review, the Bank ran a credit check to
further ensure that the borrowers were credit worthy.
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Federal Election Commission
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Upon following the Bank's standard policy and procedures, the Bank, in early March,
1996, approved a loan to Mr. and Mrs. Vargas in the principal amount of $15,000 at an initial
rate of 10.25% on a revolving line of credit.

Significantly, the Bank is informed and believes Mr. Vargas complied with all reporting
requirements of the Act and the Bank executed the appropriate documentation, including the
Schedule C-1 form entitled "Loans and Lines of Credit From Lending Institutions." This
document described accurately the terms of the Loan and other information regarding the
approval of the Loan.

In applying this factual background to the applicable legal requirements set forth at
I1I C.F.R. §§ l00.7(b)(1 1) and 100.8(b)(12) and related authority, it is undisputed that the Bank
exercised extreme caution in ensuring compliance with the Act. Further, the Loan was made
on terms and conditions (including interest rate) no more favorable at the time than those
imposed for similar extensions of credit to other borrowers of comparable credit worthiness.

More specifically, the requirements enumerated within 11I C.F.R. §§ l00.7(b)(l 1) and
100. 8(b)(12) have been met, as the Loan was made in the ordinary course of the Bank's business
and in accordance with applicable banking laws and regulations.

First, the Loan bears the usual and customary interest rate of the lending institution for
the category of loan involved. The customary interest rate for a personal line of credit extended
by the Bank will vary, but the range is generally New York prime rate plus 1% to 4%. In
accordance with the Bank's customary practice, the Loan was made to Mr. and Mrs. Vargas at
New York prime rate plus 2%, within this range.

Second, the Loan was made on a basis which assured repayment. In evaluating Mr. and
Mrs. Vargas's credit worthiness, the following factors were considered prior to approving the
Loan: (a) annual income of both applicants; (b) annual debt service; (c) debt ratio; (d) net
worth; (e) TRW national risk score; (f) the Bank's internal loan score; (g) homeowner status;
(h) good character; and (i) size of the unsecured loan.

E.M. Hamilton, Senior Vice President, an individual involved in extending unsecured
personal lines of credit for over 20 years, evaluated the aforementioned criteria in relation to
Mr. and Mrs. Vargas. Mr. Hamilton's analysis on behalf of the Bank indicated that a
promissory note signed by Mr. and Mrs. Vargas sufficiently assured repayment of the Loan.

Third, as mentioned, the $15,000 unsecured line of credit is evidenced by a promissory
note (see Exhibit 1).
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Fourth, the subject Loan is subject to a due date.

Although the Loan was not obtained using either of the sources of repayment described
in 11 C.F.R. § 100.7(b)(l 1)(i)(A) or (B), or a combination of said paragraphs, the Commission
is statutorily permitted to consider the totality of the circumstances of the subject Loan, which
circumstances clearly indicate the Loan was made on a basis that assures repayment.
[Sg& 11 C.F.R § 100.7(b)(ll)(ii).]

In summary, the complaint filed by Mr. Filner which claims that the Bank MU have
violated the Federal Election Campaign Act of 1971 is totally unfounded. No action whatsoever
should be taken against the Bank, as the Loan was made on terms and conditions no more
favorable than those imposed for similar extensions of credit to other borrowers of comparable
credit worthiness. Since the Bank complied with applicable banking laws and regulations and
made the Loan in the ordinary course of its business, it is expected that the Office of the General
Counsel shall report to the Commission making a recommendation that the Commission find no
reason to believe that the complaint filed by Mr. Filner sets forth a possible violation of the Act;
and accordingly, that the Commission close the file in the matter.

Finally, the Bank requests that this matter remain confidential in accordance with 2
U.S.C. §§ 437g(a)(4)(B) and 437g(a)(12)(A).

If you have any questions, please contact me at (619) 459-0581. The Bank shall continue
to cooperate fully with your office and the Commission to refute any unfounded complaints such
as the one filed by Mr. Filner.

Very truly yours,

McKELL EY & ROSS LLP

Mark A. Osman

MAO/gc
Enclosure
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Rearences in the shaded are am for Lender's us. only and do not lmit the applicability of this document to any particular loan or em

Borrower: JUAN C. VARGAS Lender: Bank of Commerce
ADRIENNE 0. VARGAS Branch Lending
1171 24th Street 9918 Htbert Street, Third Floor
San Diego, CA 92102-2008 San Diego, CA 92131-1018

Principal Amount: $15,000.00 Initial Rate: 10.250% Date of Note: March 4, 1996
PROMISE TO PAY. JUAN C. VARGAS and ADRIENNE D. VARGAS ("Borrower") promise to pay to Bank of Commerce (**Lender"), or order, in
lawful money of the United States of America, the principal amount of Fifteen Thousand & 001100 Dollas ($1S,000.00) or so much as may be
outstanding, together with Interest on the unpaid outstanding principal balance of each advance. interest shall be calculated from the date of
each advance until repayment of each advance.

PAYMENT. Borrower will pay this loan In one payment of all outstanding principal plus all accrued unpaid intereston July 5, 199m. In addition,
Borrower will pay regular monthly payments of accrued unpaid Interest beginning April 4, 1990, and all subsequent Interest payments are ;ue
on the same day of each month after that. Interest on this Note is computed on a 365/365 simple interest basis; that is, by applying the rato of the
annual interest rate over the number of days in a year, multiplied by the outstanding pnncipal balance, multiplied by the actual number of days the
principal balance is outstanding. Borrower will pay Lender at Lender's address shown above or at such other place as Lender may designate in
writing. Unless otherwise agreed or required by applicable law, payments will be applied first to accrued unpaid interest, then to principal, and any
remaining amount to any unpaid collection costs and late charges.

VARIABLE INTEREST RATE. The interest rate on this Note is subject to change from time to time based on changes in an independent index which
:s the High New York Prime Rate as Published in the Western Edition of the Wall Street Journal (the "Index"). The Index is not necessarily the lowest
rate charged by Lender on its loans. If the Index becomes unavailable during the term of this loan, Lender may designate a substitute index after notice
to Borrower. Lender will tall Borrower the current Index rate upon Borrower's request. Borrower understands that Lender may make loans based on
other rates as well. The interest rate change wil not occur more often than each day. The Index currently Is 8.250% per annum. The Interest rate
to be applied to the unpaid principal balance of this Note will be at a rate of 2.000 percentage points over the Index, resulting In an Initial rate
of 10.250% per annum. NOTICE: Under no circumstances will the interest rate on this Note be more than the maximum rate allowed by applicable
law.

PREPAYMENT; MINIMUM INTEREST CHARGE. Borrower agrees that all loan fees and other prepaid finance charges are earned fully as of the date
" of the loan and will not be subject to refund upon early payment (whether voluntary or as a result of default), except as otherwise required by law. In

any event, even upon full prepayment of this Note, Borrower understands that Lender is entitled to a minimum Interest charge of $100.00. Other than
C-" Borrower's obligation to pay any minimum interest charge. Borrower may pay without penalty all or a portion of the amount owed earlier than it is due.

Early payments will not, unless agreed to by Lender in writing, relieve Borrower of Borrower's obligation to continue to make payments of accrued

rN, unpaid interest. Rather, they will reduce the pnncipal balance due.

LATE CHARGE. If a payment is 10 days or more late, Borrower will be charged 5.000% of the unpaid portion of the regularly scheduled payment
or $10.00, whichever is greater.

DEFAULT. Borrower will be in default if any of the following happens: (a) Borrower fails to make any payment when due. (b) Borrower breaks any
promise Borrower has made to Lender, or Borrower fails to comply with or to perform when due any other term, obligation, covenant, or condition
contained in this Note or any agreement related to this Note, or in any other agreement or loan Borrower has with Lender. (c) Any rpresentation or

s statement made or furnished to Lender by Borrower or on Borrower's behalf is false or misleading in any material respect either now or at the time
made or furnished. (d) Borrower dies or becomes insolvent, a receiver is appointed for any part of Borrower's propery, Borrower makes an
assignment for the benefit of creditors., or any proceeding is commenced ether by Borrower or against Borrower under any bankruptcy or insolvency
Laws. (e) Any creditor tnes to take any of Borrower's property on or in which Lender has a ben or secunty interest. This includes a garnishment of any
of Borrower's accounts with Lender. (f) Any of the events described in this default section occurs with respect to any guarantor of this Note. (g) A
m.ateria adverse change occurs in Borrower's financial condition, or Lender beleves the prospect of payment or performance of the Indebtedness is
impaired.

LENDER'S RIGHTS. Upon default. Lender may declare the entire unpaid pnncipal balance on this Note and all accrued unpaid interest immediately
due, without notice, and then Borrower will pay that amount. Upon Borrower's failure to pay all amounts declared due pursuant to this section,
including failure to pay upon final maturity, Lender, at its option, may also, if permitted under applicable law, increase the vaniable interest rate on this
Note to 7.000 percentage points over the Index. Lender may hire or pay someone else to help cotlect this Note if Borrower does not pay. Borrower
also will pay Lender that amount. This includes, subject to any limits under applicable law. Lender's attorneys' fees and Lender's legal expenses
whether or not there is a lawsuit, including attorneys' fees and legal expenses for bankruptcy proceedings (including efforts to modify or vacale any
automatic stay or inlunction), appeals. and any anticipated oost--judgment collection services. Borrower also will pay any court costs. in additon to all
other sums provided by law. This Note has been delivered to Lender and accepted by Lender in the State of California. If there is a lawsuit,
Borrower agrees upon Lender's request to submit to the jurisdlctlon of the courts of San Diego County, the State of California This Note shall
be governed by and construed In accordance with the laws of the State of California.

DISHONORED ITEM FEE. Borrower will pay a fee to Lender of $15.00 if Borrower makes a payment on Borrower's loan and the check or
preauthonzea charge with which Bor-ower pays is later dishonored.

LINE OF CREDIT. "';s Note evrdences a revolving line of credit. Advances under this Note, as well as directions for payment from Borrower's
accounts, may be recuested orally or 'n wnting by Borrower or by an authonzed person. Lender may, but need not, require that all oral requests be
confirmed in writing. The following party or parties are authonzed to request advances under the line of credit until Lender receives from Borrower at
Lender's address shown above wrtten notice of revocation of their authority: JUAN C. VARGAS and ADRIENNE D. VARGAS. Borrower agrees to be
,able for all sums either* (a) advanced in accordance with the instructions of an authonzed person or (b) credited to any of Borrower's accounts with
.ender The unpaid c,7ncioal balance owing on this Note at any hme may be evIdenced by endorsements on this Note or by Lender's internal records.
'cuding caiiv comouer Dnnt-outs .ender will have no ooligalon to advance 'unds under this Note if: a) Borrower or any guarantor is in default
,der !he terms ot t'is Note or any agreement that Borrower or any guarantor has with Lender, including any agreement made in connection with the

sning of tmis Note: :) Borrower or any guarantor ceases doing business or ;s nsovent: ,cl any guarantor seeks, claims or otherwise attempts to
,,It. mod-ify cr revoke such guarantor s guarantee of this Note or any other ;can with Lender: or (a' Borrower has applied funds provided pursuant to
'"s Note for purposes other than those authorized by Lender.

Exhibit i
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Id1 1414 1 3609 4th Ave., San Diego, CA 92103

619/295-6923 FAX: 619/295-0487

April 17, 1996

Mary L. Taskar
Central Enforcement Docket
Federal Elections Commission
999 E. Street NW
Washington, DC 20463

RZ: NUR 4327

Dear Ms. Taskar:

I am in receipt of your letter dated March 27, 1996 regarding the
above referenced matter.

I received this letter on April 8, 1996.

I am aware that Juan Vargas, the candidate, was also named in this
complaint and also received a letter from your office and the same
supporting documents.

I have read Mr. Vargas, letter and agree with every point in its
entirety. I ask that the Commission accept this submittal of a copy
of Mr. Vargas' letter and incorporate it in your proceedings as a
response on my behalf.

Thank you,

Deanna Libergot, Treasurer
Vargas for Congress

Enclosure: Letter dated April 8, 1996
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Mary L. Taksar, Esq.
Central Enforcenwt Docket
Federal Election Commission
999 E. Street, N.W.
Washington, D.C. 20463

Re: MUR 4327

Dear Ms. Taksar:

On behalf of my wife, Adrienne Vargas, and myself, I respond to your letter dated March 27,

1996. Your letter requests my response to the letter dated March 19, 1996 from Bob Filner
addressed to Lawrence Noble. Initially, I received a copy of that letter from the local daily

r--. newspaper, to which I presume Rep. Filner delivered the letter for purposes unrelated to any action

by the Commission.

Since I received Rep. Filner's letter, Rep. Filner has prevailed in the Democratic primary

election held on March 26, 1996.

1. LA= f $15.000.

Rep. Filner accuses me of having made an illegal campaign contribution to Vargas for

Congress '96 in the amount of $15,000.00.

The accusation is completely false. Rep. Filner cites no statute, regulation or other

authority which prohibits a candidate from making a loan to his or her campaign. There is no such

authority. As someone who has made massive loans drawn from his personal wealth in past

campaigns, Rep. Filne presumably is aware of the propriety of making loans to one's campaign.

I made the loan Rep. Filner describes as illegal to Vargas for Congress '96 with the

proceeds of an unsecured personal loan made to me and my wife by the Bank of Commerce. The

terms and conditions of Bank of Commerce's loan to us are completely set forth in the report which

Vargas for Congress '96 filed with the Commission on March 14, 1996. No aspect of that loan

violates any statute or regulation. Again, Rep. Filner cites no such statute or regulation. The

attached letter dated March 27, 1996, from the bank's counsel to the State Banking Department

explains in detail the propriety of the bank's loan to us.

3609 FOURTH AVENUE ' SAN DIEGO, CA 92103

(619) 295-6923
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Apri 8, 1996
page 2 Clean Campaign!

The propriety of the loan is further undescored by the Commission's advame oral

approval of it. Before seeen the loan I asked my assistant, LAr Cohen, to contc t iwPC to

inquire about the possibility of making a loan to my campaign. then called the FEC myself and

stated that I wanted to secure a loan and use the money for the campaign. I gave the details of the

loan terms and was told by the information specialist that the loan was consistent with FEC

regulations. I then proceeded with the loan.

Rep. Filner goes on to hypothesize that an additional $10,000 in loans to Vargas for

Congress '96 "probab[ly]... comes from the same illegal loans described above." There are no

such illegal loans. Rep. Filner has provided no facts or legal authority which would support the

conclusion that any illegal loan has been made. There is no such fact or legal authority.

2. "Television Advertising Without Lawfully Disclosing Source of Funds [sicl."

Rep. Filner asserts that "funds are being expended on television advertising that have

not been lawfully reported to the FEC." Again, Rep. Filner offers no facts or legal authority which

would support his accusation. Instead, he speculates that my "past fund raising performance" makes

it a "virtual impossibility" that funds which my campaign has expended for television advertising

were raised and reported lawfully. Such unfounded speculation is not a substitute for facts or legal

r-,. authority.

Vargas for Congress '96 has lawfully reported all sums raised and expended. It will

continue to do so.

I regret that Rep. Filner found it necessary to wage his campaign for re-election by

making false and scurrilous accusations against me.

I respectfully request that the Commission close the file in this matter.

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

personal knowledge and that I have executed this letter this /o, day of April, 1996 at San Diego,

California.

jui~C. Vargas )

Enclosure: Letter dated March 27, 1996

3609 FOURTH AVENUE U SAN DIEGO, CA 92103

(619) 295-6923

Pad for ty VWgM tf Congress 16. Deanna Leebrgot. Treasurer AW so



Mary L T*a, Sq.
Ap 8, 1996
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STATE OF CALIFORNIA )
) ss.

COUNTYOF SAN DIEGO)

On /N1996 before me. Ima Ta a Notary

Public in and for sa CMY and State, pernally appeared Tu-d' C. 14L? (

personally known to me (or proved to me on the basis of satisfactory evidence) to & the person(s)

whose name(s) is/are subscnbed to the within instrument and acknowledged to me that he/she/they

executed same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the

instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the

insrumnet.

WITNESS my hand and official seal.

SNotary Public in and for said County
and State

3609 FOURTH AVENUE 8 SAN DIEGO, CA 92103
(619) 295-6923
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Marc 27, 1996 gIr b

Ms. Sharon Dunlavey
State Banking Department
9609 Waplcs, Suite 100
San Diego, California 92121

Re:

• " Dear Ms. Dunlavey:

p,,,. This law f'rm represents the Bank of Commertce ('Bank'). In the above-referenced
""correspondence, U.S. Cogesa Bob Filner suggest that City Conc lmJa Vargas

w. received a loan of money by the Bank ('loan') which was not made in accordance with

applicable law and in the ordinary course of business

Respectfully, the thought that the particular charge merits an invesigatio demnstrates

Mr. Filner's lack of knowledge of the underlying Loan.

FisteLa a aeon a ai which asue yet, evdne y rte
- instrument (a promisor note) and subject to a due date. Seon, th Loan bears a usual, anda

cu......a.. iner rate of the Bank far. this type of transaction. Third, the Loan was made by

th Bank in- acco-.,rdance with applicable banking laws and in the ordnary cure of businss

-"in is regard, the suggsto that the [can was made on an uneue basis,- an tereor

equates to a 'gift', fails to recogniz economic realitie. TeBn dee oisfra
underwriting process, which hopefully asue repayment by any borrower in the normal course.

Based on the foregoing, any furte inquiry regarding thi Loan will demonstrate that it

is beyond doubt that Mr. Filner's allegations are without merit. Nothing in the trnaton

would suggest that Mr. Vargas has been treated differently than other Bank customers.

Finally, it is unjust to question the motives of the Bank's Presdent, Peter Q. Davis, in

relation to the Loan. Mr. Davis had no involvement whatsoever in the Loan's aproa.

Further, Mr. Davis's tireless efforts on behalf of the Center City Development Corporation has
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gristy enhanced the city of San Diego's redevelopment. On the owr hand, Mr. DaIs 's
p pic O ha sy r ctod ntial business opport it theDank may hae

pursued in the Downtown San Diego area.

In sum, the Loa complies in every respet with the Feden alec wn el ct ion

accordance with applicable State baning reglations. Ile Bank, alog with its Pesdent, r.

Davis, shall continue to vigorously defend and challenge any further unjustified and politically

motivated attacks concerning the Bank's business practices.

If you have any questions or comments, please contact me immediately.

Very truly yours,

CIRCUIT, M¢CKELOGG, KINY & ROSS LLP

Mark A. Osman

MAO/gc
c: Congressman Bob Filner
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MUR: 4311
DATE COMPLAINT FILED: Febnay 21, 1996
DATE OF NOTIFICATION: Febrmry 28,1996
DATE ACTIVATED: April 30,1996

MUR-
DATE
DATE
DATE

4327
COMPLAINT FILED: March 20,1996
OF NOTIFICATION March 27,1996
ACTIVATED: April 30,1996

STAFF MEMBER: Tony Buckley

COMPLAINANT: The Honorable Bob Filner

RESPONDENTS (MUR 4311):

RESPONDENTS (MUR 4327):

Juan C. Vargas
Vargas for Congress

as treasurer
Richard D'Ascoli
Ralph Inzunza
The Primacy Group

Juan C. Vargas
Adrienne D. Vargas
Vargas for Congress

as treasurer
Bank of Commerce

'96 and Deanna Liebergot,

'96 and Deanna Liebergot,

RELEVANT STATUTES: U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.
U.S.C.

§ 431(2)
§ 43 1(8XAXi), (ii)
§ 431(8)BXi)
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L GENJB&TION Of MA[E

Both of these matters were generated by complaints filed by Coqpmn Bob Filner

("Complainant"), who repiesents California's 50th con disurict, against his opponent in

the 1996 Democratic primary election, San Diego City Councilman Juan VargaL1 Both of these

matters deal with issues surrounding activity by Mr. VargVs' principa pig commitu

Vargas for Congress '% ("the Vargas Committee"). Mr. Vuas anounced his cadidacy for

the Democratic nomination shortly after winning reelection to his city coucil seat

The complaint in MUR 4311 contains seven separate allegations of illegal activity. The

first allegation results from the mention of a poll in an undated page from QCa ia Palifie1

Week ("CATLPFK").3 CALPEEK mentioned that "a poll commissioned by Vargas and

conducted by '. consultant (Larry Remer) of 480 random, likely Demo voters shows: Varas

MUR 4311 co:.prises the initial complaint filed on October 20, 1995, td unmn e filed a October 23, 1995
and Februwy 20, 1996. in this remi, they are referd to collectively a "the Complaint. MUR 4327c
the single complaint filed on Mach 20,1996.

2 Congressman Filner won the primary election, which was held am March 26,1996.

3 Nor does the page contain a volume or ism number by which a publiction date might be dicerned.
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41.4%, Filnem 32.8% - the ret undecided." Compla t aleges tha the Vorwins CouAnttev did

not re any x e for polling for the period Setmbe 2 taMb Doma b 31, 1995,

an that the Varas Cmmite th= failW o proper y epot

The second allegation involves Ralph lnzunza, whom Complainan idmities as

"Councilman Vargas' [former] Chief of Staff, [who] is widely known to be manaing the Vagas

for Congress cmnpaig." Complainat notes that reports filed by the Varps Commi do not

show Mr. Inzunza as receiving any pay. Complainant states that "[bjecauu the cost of

Mr. Inzunza's services are not listed as either a loan to the campaign, or an in-kind cotibution

they constitute an illegal contribution." (Emph omitted).

Five more allegations revolve around money spent by Mr. Vargas' city council

re-election campaign, which spent approximately $69,000 in an uncontested race. Generally,

Complainant alleges that The Primacy Group, a political consulting firm which worked for

Vargas' city council re-election campaign and then worked for Vargas' congre, mai

used funds collected for the city council race in connection with the Federal race. Compla

more specifically suggests that both The Primacy Group and Richard D'Ascol, an employee of

Mr. Vargas' city council re-election campaign who then went to work for Varga$s' onal

campaign, performed services for Vargas for Congress for which they had been paid by the city

council re-el,,iion campaign. Complainant has concluded that violations occurred because

Mr. D'Ascoli was paid $4,600 for a two-month period working for the city council re-election

committee, and was only paid $1,800 for a three-month period working for the Vargas

Committee. Likewise with The Primacy Group, Complainant points out that The Primacy Group
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wm-d $15,000 for the unpposed city counc race, but was paid less than $2,500 for the last

thrme montf of 1995 by the Varas Committee for simila services.

Complainant also alees that Mr. Varlas was a candidate for Federl office sooner than

the filing date of his Statement of Candidacy, October 13, 1995, would suggest. Complainant

states that on September 20, 19S5, the day after Mr. Vargas' re-election to the San Diego City

Council, brochures touting his Federal candidacy appeared in the district. Complainant alleges

that the cost of this brochure, and of the several full-time staff members who began working for

the Vargas Committee around this time, would have caused the Vargas Committee to exceed the

$5,000 expenditure mark for candidate status. Complainant further suggests that money from the

city council re-election campaign was used to pay for the production of the brochure.

Complainant claims that examination of expenditure reports for the city council re-election

campaign give a plausible explanation for where funds were obtained for the brochure's

production.

The complaint in MUR 4327 alleges two separate violations. First, Complainant alleges

that the Vargas Committee, and the candidate himself, accepted an excessive contribution in the

form of a bank loan in the amount of S 15,000 to the candidate which did not comply with the

Commission's regulations regarding such matters. Complainant also suggests that $10,000

reported by the "'argas Committee as coming from the candidate may also derive from an

improper bank loan. Additionally, Complainant alleges that the Vargas Committee failed to

properly repor the receipt of contributions. Complainant makes this conclusion by looking at

the amount spent by the campaign on television advertising for the period commencing

March 11, 1996, $100,885, and looking at the amount the committee reported as its cash-on-hand



w of Mwch 6, 1996, $56,05227, ad the Wmmt rported in 43-Hour Notices in the intevning

period, Si 8,000, to conclude tha the Commite must not have rpoted al of its receiptL

n. FACTUAL AND I AL ANALIS

A. Law

Pursuant to 2 U.S.C. § 432(eXl), each candidate for Federal office shall designat in

writing a principal campaign committee within 15 days aft a candidaw. The tem

"candidate" means, ina " an individual who seeks nominaton for election to Federal office.

2 U.S.C. § 431(2). An individual is deemed to seek nomination to Federal office if he has

received contributions a in excess of $5,000 or has mad expenditus a ggrega in

excess of $5,000. S= 2 U.S.C. § 431(2)(A). A candidate for the House of Representatives must

designate his or her principal campaign committee by either filing a Statement of Candidacy with

the Commission on FEC Form 2, or by filing the appropriat information with the Clerk of the

House of Representatives. Se I I C.F.R. §§ 101.1(a) and 105.1.

Pursuant to I I C.F.R. § 110.3(d), it is illegal to transfer fumds or assets from a

candidate's campaign committee or account for a non-Federal election to his or her principal

campaign comminee or other authorized committee for a Federal election.

Pursuant to 2 U.S.C. § 441a(aXl)(A), no person shall make a contribution to a candidate

and his auth,. 'zed political committees with respect to any election for Federal office which, in

the aggregate, exceed $1,000. This limitation applies to contributions by spouses of candidates.

11 C.F.R. § I 10.1(i)(1). The term "contribution" includes any gift, subscription, loan, advance,

or deposit of money or anything of value made by any person for the purpose of influencing any

election for Federal office, as well as the payment by any person of compensation for the
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puma! sUvicM 2 U.S.C. J 431(SXAXi), (ii). Pursuant to 2 U.S.C. 1 441af no political

committee shull et ay i mode in violaio of sectio 441a(aXIXA).

Teterm "Mconi ion" does not include the value of seices pwovided without

by any individual who volunteers on behalf of a candidate or political committee.

2 U.S.C. § 43 1(S)(BXi). Nor does the term "contribution" include a loan from a qualifyin bank

which is made in acordace with applicable law and in the ordinuy course of business. 2 U.S.C.

§ 431()(BXvii), 11 C.F.R. § 100.7(bX 11). A loan is deemedtobe madeinthe ordinar course

of business if it meets four criteria: 1) it bears the usual and customy interest rate for the

category of loan involved; 2) it is made on a basis which assures repy t 3) it is evid by

a written instrume; and 4) it is subject to a due date or amortization schedule. 11 C.F.R.

§ 100.7(bXl 1). A loan is considered to be made on a basis which assures yment if, when it

is obtained, the lending institution has either perfected a security interest in collateral owned by

the candidate or political committee receiving the loan, and the fair market value of the collateral

is either equal to or greater than the loan amount, or the lending institution has obtained a written

agreement whereby the candidate or political committee receiving the loan has pledged future

receipts as payment on the loan. See 11 C.F.R. § 100.7(bXlI XiXAX)), (B). If these factors ae

not present, the Commission can look to the totality of the circm on a case-by-case basis

to determine ,- hether the loan was made on a basis which assures repayment. I I C.F.R.

§ 1O0.7(bXI I Xii). Where a loan is concerned, each endorser or guarantor is deemed to have

contributed that portion of the total amount for which he or she agreed to be liable in a written

agreement. II C.F.R. § 100.7(aX)(XiXC).
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Pursuamt to 2 U.S.C. § 434(aXI),tim WUgmer a Pmd "u Da mmd on d ue a l

rpoM of receipts and di in accadmr & with N Pi~Viian. An" ,MW

provisions is the e that the repr incld thm tol min 2 u.S.C.

§ 434(bX2). The treasurer is rspnsible for assing that the ifmatiO couitd in any such

report is accurate. 11 C.F.R. § 104.14(d).

B. Responses to Complaints

1. Responses to complaint in MUR 4311

a. response of Richard D'Ascoli

Richard D'Ascoli worked for Juan Vargas' city coMU r-election aid then

worked for Mr. Vargas' Federal campaign- Mr. D'Ascoli rejes any sge t he was paid

by the city council campaign for work to be done on theuio fl cainpa- p. Specifically,

he states that "[uintil Mr. Vargas announced his canidacy for the House of RepGNMeI WvS on

October 6, 1995, 1 never performed any work in connection with that candiday." He makes no

effort to address the allegations concerning the i betwee the Ws he was paid to

work by each committee for his campaign work. Neveathelless Mr. D'Aofi that

"Representatve Filner's accusation that I was 'illegally paid.., in advae for work to be

performed during [Mr. Vargas'] campaign for Congress' is totally false."

D. response of Ralph Inzunza

Ralph Inzunza served as Councilman Vargas' Chief of Staff until taking a leave of

absence on September 22, 1995. He assumed the position of campaign manger for Vargs for

Congress on October 6, 1995. Inzunza also denies any wrongdoing. He states that, given the

anticipation that Congressman Filner would significantly outspend the Vargas Committee, and



that Mr. Varas wnld na a relte low-budgt grass-mo u p he volu his

servimcs to the Varps Co-mmieu.

e. wpenm of Lan Rmer and Th Prbm Grup

Larry Rm is the president of The Primacy Group, the pofitial consultin fim which

worked for Juan Vargas' city council re-election c and for his Federal c He has

submitted one response as an individual, and one as president of The Primacy Group.4 To avoid

confusion in the discussion, these two responses ae treaed as one.

Mr. Remer first addresses the allegation that costs as ociaIed with the poll which

appeared in CALPEEK were not reported. Remer admits directing the poll which he states was

conducted during the second week of January 1996 by volunteer campaign workers who gleaned

the pertinent data from the campaign's data base, and made phone calls to selected voters.

Mr. Remer further explains that, to his knowledge, the Vargas Committee incurred no

out-of-pocket expenses in connection with the survey and that, derfre, there were no cxpemm

to report in connection with the survey. He states that the srvey was conducted during the

second week of January 1996, after the reporting period identified by Complainmt

Mr. Remer disputes Complainant's contention that either The Primacy Group or Richard

D'Ascoli was paid by the city council committee for work to be for Vargas for Congre. He

states that th. : were indications that Mr. Vargas would face a challenger in his city council

re-election race, that the Vargas city council committee prepared for this challenge, and that

potential op:-onents withdrew because, in Mr. Remer's estimation, the Vargas campaign had

' This later response states that it is filed on behalf of Richard D'Ascoli Ralph inz, Larry Rese, Juan Varps,
Vargas for Congress '96, and Deanna LiebergoL the nuasurer of Varps for Cmnqm.



pe e so well that po cal ru alized dir effot would be file. Mr. Rma

fduir stats th Vaps city comU campaipe d similaly in 1993, raising spoxmam l

S6,OOO, resulting in him facing no oppositiom- He adds that, a there ultimately was no

opposition, "ther still were contracts to fulfill for services from The Primacy Group and

Mr. D'Ascoli for said campaign."

Next, Mr. Remer addresses Mr. Inzunza's activity with the Vargas campaimgn, and

corroborates lnzunza's statement that he volunteered his services to the campaign. Remer states

that lnzunza "lives with his father and is living on his savings."

With regard to the issue of the timely filing of the Stateme of Candidacy, Mr. Rmer

states that "[wjhen Councilman Vargas started his Congressional campagn a" the Council

re-election campaign was over and the election had been held, he established a Congressional

Campaign committee in accordance with FEC regulations and hired the Primacy Group,

Mr. D'Ascoli and others to work on his behalf." (Emphasis in original). Remer does not

specifically address the allegation that the Federal campaign brochure was paid for by the city

council campaign.

Neither Mr. Vargas nor the Vargas Committee filed a response with respect to the

allegations in the complaint in MUR 4311.
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2. Responses to complaint in MUR 4327

a. rspemS of Ju Varas

Mr. Vargas stmes that the Iun he made to his campaip was md fo the PmceS Of

an unsecured loan, and that the terms of tht loan were set forth In a filed with the

Commission by the Vargas Committee on March 14,1996.' Mr. Vargas states that no part of

that loan violates any statute or regulation- He further states that, prior to seeking the loan, he

spoke with one of the Commission's information specialists, that he stated that be wane to

secure a loan and use the money for the campaign and gave the details of the loan trms, ad that

he was told that the loan was consistent with Commission regulations.

Regarding Complainant's contention that two additional loans of S5,000 each reported by

the Vargas Committee as being made by Juan Vargas we also made with the proceeds of the

Bank of Commerce loan, Mr. Vargas states that "there are no such illegal loans. Rep. Filnm has

provided no facts or authority which would support the conclusion that any illegal loan was

made. There is no such fact or legal authority."

Regarding the allegation that the Vargas Committee did not report the receipt of certain

funds, Mr. Vargas states that the Vargas Committee "has lawfully reported all sums raised and

expended."

5 Deanna Liebergot, vsurer of Vargas for Congress, submitted a response in which she i porates by reftrnce

the submission of Mr. Vargas.

' Vargas is apparently referring to the Vargas Committee's 1996 12-Day Pre-Primary Repor which included -

FEC Schedule C-I reflecting the loan, and a copy of the promSosy note.
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b. nmpin of Da&ko f Comme

Bankof ---e---( Wthe Bnk") details the circumtMce sOf the making Of 6 oma I nd

argu tha the loan was properly made. The Bank sUes ta 1Mr. Varga approahed it on

Fe wy 8, 1996 to obtain a loan for $25,000. Vargas informed bank personnel at that time that

the purpose of the loan was to provide funds for election advertising in his congressional

campaign bid. The Bank further states that Vargas was required to fill out the Bank's standard

loan documents, and that a customary review of the loan documents, including the Vargas'

financial statement, was conducted. In conjunction with this, the Bank ran a credit chec

"(Ulpon following [its] standard policy and procedures, the Bank... approved a loan to Mr. and

Mrs. Vargas in the principal amount of S15,000 at an initial rate of 10.25% on a revolving line of

credit."

Regarding the propriety of the loan, the Bank states that the loan was made in the

ordinary course of business and in accordance with applicable banking law and regulations. The

Bank further states that the loan bears the usual and customary interest rate of the lending

institution for the category of loan involved. It states that the customary rate for personal lines of

credit is generally the New York prime rate, plus one percent to four percent; the loan to Mr. and

Mrs. Vargas was made at the New York prime rate, plus two percent. The Bank then argues that

the loan was n-'le on a basis which assured repayment. In support, the Bank cites the following

factors which were considered before approving the loan: 1) annual income of both applicants;

2) annual debt service; 3) debt ratio; 4) net worth; 5) TRW national risk score; 6) the Bank's

internal loan score; 7) homeowner status; 8) good character; and 9) size of the unsecured loan.

The Bank states that a certain senior vice president with extensive experience in extending



ecunr persa lines of crmdit evah d ge rla n @Wmm fa to Vargi I d t his

mlyas indtd tha a ied miu s a jnmal u b lam wd be

The Bank further is! that ft loan is evilenled by a s ne, an is e to

a due date. The Bank has provided a copy of the issoy note, but noprvided my

documents or other information which demons-tMr how ow ofthe fe s

supported the loan to the Vargases.

The Bank acknowledges tha the loan was obta ned withoul uing cite oft e inods at

11 C.F.R. § 100.7(bXl I XiXA) or (b), but arguesthat theb Gotaity of the cC- ....MII " cearly

indicate that the loan was made on a basis which assured reMymMt, citi I I C.F.R.

§ lO0.7(b)(I 1)(ii).

C. Analysis

i. Allegations in MUR 4311

a. failure to report Cost0td with pol hCAL K

Complainant has presented no evidence that a violation has occunedrat, he has

merely assumed that there were reportable costs associated with taking the poll, that they wMe

incurred during a certain period, and that they were not properly eported As noted above, the

documentatio'n -ubmitted by Complainant does not assist his contention, as it provides no

information as to when the poll was conducted.

Respondents have stated that the poll was conducted after the rporting period suggPeste

by Complainant. More importantly, they have stated that volunteers to the a created t

survey "by gleaning the pertinent data from the [Vargas Committee's] database, and by making
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- calls to elced voters" They stae that neiher the Vars Cmmte nor The Primacy

Group incurred any ousde epnes in - c with the survey. Altough Respmn m do

no e value of the srvices proded by Lary R ,emer th presidmt of The Primacy

Group who admits to directing the efforts associaed with this poll, such services may have been

provided pursuant to the general consulting contract between The Primacy Group and the Vag

Committee. Indeed, no evidence has been provided which suggests tha The Primacy Group did

not bill the Vargas Committee for all services rendered? Accordingly, there does not appear to

be reason to believe that the Vargas Committee failed to report costs associted with the poll.

b. acceptance of illegal contribution from campaign manager Ralph Immmm

Here, Complainant bases his allegation on the fact that Ralph lnzmza is the campaign

manager for the Vargas Committee, and that none of the Vargas Committee's reports show

payments to him. Accordingly, Complainant concludes that the Vargas Committee accepted a

contribution from Mr. Inzunza in the form of his services. Respondents Ralph lnzunza and Larry

Remer have both stated that Mr. Inzunza volunteered his services to the Vargas Committee.

Pursuant to 2 U.S.C. § 43 l(8)(B)(i), services provided without compensation by an individual

who volunteers on behalf of a candidate or political committee are not a contribution. Thus,

nothing about Mr. Inzwiza's activities on behalf of the Vargas Committee constitutes a

contribution, ":-gal or otherwise.

1 The Vargas Committee's most recent report, its 1996 July Quarterly Reporm show that it owes $24.506.07 for
consulting and expenses.



C. Ilal &nser of fuds from mon-Fek commee to Federal eommte

Sevral ofth violaims suWgtd by complain l und & hs ca . Fizt, cis

the general allegation that The Primay Group usd fuds mUected for the city coumi ta in

connection with the Federal race. More specifically, there is Complainant's suggestion that

Richard D'Ascoli and The Primacy Group were both paid for services performed for the Vargs

Committee by Mr. Vargas' city council re-election commite. Additionally, there is the eific

allegation that the costs associated with a brochure promoting Mr. Vargas' Federal candidacy

were paid for with money from the city council re-election cmpaign.

Respondents have addressed Complainant's general allegation. Respondet stme that

there were indications that Mr. Vargas would face a challenger in his re-election race, that the

Vargas city council committee prepared for this challenge, and that potential opponents withdrw

because the Vargas campaign had prepared so well that potential challengers realized their effbaU

would be futile. Respondents further state the Vargas city council campaign operated similarly

in 1993, raising approximately $65,000 and facing no opposition as a result.

An article in the San Diego Business Journal, attached to the complain supports

Respondents' contention that Vargas ran unopposed in the 1993 race. Si Mike Allen,

Maneuvering by Vargas stuns his fellow Democrats, S.D. Bus. J., Oct. 16, 1995, at 7 (noting

that, in the 1';-  city council race, Vargas "'was elected for the third time to the Eighth Council

District Sept. 19 and for the second time without opposition.") At the same time, documents

produced by Respondents do not necessarily support their claim as to the amount of money



raied for the 1993 race. A cpy of the swnmry page fom Mr. Vargas' 1993 city council

campaig shows that that campaig raised ap atoximaely $47,500, not $65,000, for do race.

Thus, them is a di=creancy in what Respondents say w raid for Mr. Vargas' 1993

city coumc race and his 1995 city council race. Nevertheless, tere is no direct evidence that

money was used for the city council race in the Federal race. Mr. Vargas may have benefited

from an extensive city council campaign in increased visibility and name recognition, but the

Commission has long recognized that legitimate activities by office holders are not necessarily

campaign-related. Se, c.g,, MUR s 3855 and 3937 (Friends of Andrea Seasmnd for Cougrs).

As noted below, Complainant's specific allegations regarding the use of city council c a

funds to pay for Federal election expenses do not appear to be valid. Accordingly, this Office

does not believe Complainant's less specific allegation should be given greater credence in the

absence of any other evidence to support it

With respect to the allegations concerning payments to Mr. D'Ascoli and The Primacy

Group, as noted above, Respondents state generally that any money received from the city

council re-election committee was for work performed on that campaign. Furthermore, they

specifically deny that any money received from the city council re-election committee was used

to pay them for work to be done for the Vargas Committee. Respondents do not address,

however, wha" 'omplainant claims are discrepancies between what D'Ascoli and The Primacy

Group were paid for their work for the city council re-election campaign, and their work for the

Vargas Committee.

8 Respondents have also attached a copy of the summary page from Complainant's 1991 race for the city council
seat now occupied by Mr. Vargas, showing that Complainant spent 1284,000 in that race.



Nevertheless, it does not appear that a compason of what D'Ascoli and The Primacy

Group were paid for each cmpaign p Complainat's o n that the city council

re-election campain paid for services provided to the Feder campaign. Indeed, Complainant

appears to have used two different sets of figures in c what Mr. D'Ascoli was paid, and

what The Primacy Group was paid, for the two campaigns. The figure given for payments to

Mr. D'Ascoli in connection with the city council re-election campign was based on two months

during the campaign, and included expenses for which Mr. D'Ascoli was apparently reimbursed

by the campaign.9 The figure for The Primacy Group proffered by the Complainant was based

on amounts paid to the consultant over the course of nine months. Moreover, with regard to

costs incurred by the Vargas Committee for the services of D'Ascoli and The Primacy Group, the

complaint was filed before the Vargas Committee filed its 1996 April Quarterly Report, which

showed debts and obligations to D'Ascoli and The Primacy Group of S5,000 and S25,628.33,

respectively.'
0

Using appropriate figures to compare what Mr. D'Ascoli and The Primacy group were

paid, on average, for the nine-month period of the city council re-election campagn, against what

they were to be paid, on average, for the six months of the Federal primary c pgn, reveals

that each received more for the Federal campaign than for the non-Federal g gn. D'Ascoli

was paid anpiuximately S9,100 over the nine months of the non-Federal campaign, an average of

'The disclosure statement for California requires that a code be placed by each disbursement, so as to indicate the
purpose of that disbursement In tallying up amounts paid to Mr. D'Ascoli Complainant not only added those
amounts coded "G" and "P", which apply to general operations and overhead, and professional management mad
consulting services. respectively, and which would appear to re payment to D'Ascoli for services perfommed,
but also added those amounts coded "F" and "r, which relate to fundraising events and literature, respectively, and
which would appear to be reimbursements of costs advanced by Mr. D'Ascoli.

10 The April Quarterly Report also shows a payment to The Primacy Group of $1,000.



$1,011 per month. D'Ascoli charged $6,800 for the six months of the Federal campagn, a

average of S1,133 per moth Likewise, Th Primacy Group wa paid apaoxim ely S15,300

over the nine months of the noen-Federal cmp an average of $1,700 per mont, whie it

charged pproximately $27,000 for the six months of the Federal campaign, an average of S4,5

per month. Accordingly, Mr. D'Ascoli and The Primacy Group both qa tly worked for the

Federa campaign at greater cost than they did for the non-Federal campaign, thus completely

undermining this aspect of Complainant's allegations. Consequently, it does not appear that

there is reason to believe the non-Federal campaign subsidiz2d the federal campaign in this

instance.

The final allegation centers around Complainant's statement that, on September 20, 1995,

the day after Mr. Vargas' re-election to the San Diego City Council, flyers tuting Vargas'

Federal candidacy appeared in the district. The flyer in question, a copy of which is attached to

the complaint, states that it was paid for by "Vargas for Congress '%, Deanna Liebergot,

Treasurer." Complainant further states that, on that same day, "several full-time staff members

began to work in a congressional campaign office," citing the San Diego Business Journal article

cited above. Complainant alleges that the Vargas city council re-election campaign paid for the

flyers, thus resulting in a transfer of funds from a non-Federal committee to a Federal committee.

Complainant "i-ther alleges that this expenditure was over $5,000, resulting in Mr. Vargas

attaining candidate status by September 20, 1995, and that accordingly, his Statement of

Candidacy filed on October 13, 1995 was untimely filed.

Although this specific allegation was not directly addressed by Respondents,

Respondents have stressed repeatedly that no money from the city council re-election campaign



wn spet in the Federal rane. Moeove, i Complainat's con ti this OffiCe can

diam= no a n reported on Mr. Vara' city counil re-elctaionampip MuOu whih

might late to the brochure at im . In coast the Vargu Committee's 1996 January Year-

End Report, does show dI ments to PG Priming & Graics for "Printing" nmounts

totaling $2,764 in early October 1995, which more than likely relate to the brochure at issue.

However, although the Vargas Committee reports that it disbursed funds for the

brochures in early October 1995, Complainant has alleged that these brochures were being

distributed as early as September 20, 1995. If Complainant is correct in his observation, then the

Vargas Committee should have reported the disbursement for the brochures as being made s of

the date it obtained them, not the date the invoice was paid. Cf FEC v- AmericaLFtin. f

State- County and Municipal Employees - PEOPLE. Qualified. et aL, CA No. 88-3208 (RCL)

(D.D.C. 1990) (where the court determined that a political committee which made an in-kind

contribution to a candidate's committee was required to report the cost of that contibution at the

time the phone banks were in operation, rejecting the political committee's argument that the

disbursement occurred when it paid for the services.) Accordingly, this Office recommends that

the Commission find reason to believe that Vargas for Congress '96 and Deanna Liebergot, as

treasurer, violated 2 U.S.C. § 434(aXl) and I I C.F.R. § 104.14(d) by failing to accurately report

the date of th- iisbursement associated with the brochures.

Mr. Vargas" Statement of Candidacy was filed with the Clerk of the House of

Representatives on October 13, 1995, and was dated October 9, 1995. Given that, for Vargas to

be in compliance, he could have become a candidate no earlier than September 28, 1995. The

Vargas Committee's first report, the 1996 January Year-End Report, shows that the only



disburm et by the Vargas Committee prior to this date was for S200 a ember 25, 195, to

Sn Diego Gas & Electi. Even faorilg in the amout apal spe on the br hu,

Mr. Varga1 would not have exceeded the threshold for candidate sttus due to thde amount of its

expenditures by Sept1ber 28,1995. Additionally, by September 29,1995, the Vargas

Committee had only received $3,500 in contributions. Thus, it appears, that the Vargas

Committee neither accepted contributions nor made expenditures in excess of $5,000 prior to

September 28, 1995, and that, therefore, Mr. Vargas' Statement of Candidacy was timely filed.

2. Allegations in MUR 4327

a. loan from Bank of Commerce

The following summary of the circumstances surrounding the making of the loan is taken

from the more complete explanation submitted by the Bank of Commerce, and described supra

at 11-12. It appears that Mr. Vargas approached the Bank on February 8, 1996 to obtain a loan

for S25,000. According to the information received to date, he informed bank personnel at that

time that the loan was to assist in his congressional campaign bid. Vargas filled out the Bank's

standard loan documents, and a customary review of the loan documents, including Mr. and

Mrs. Vargas' financial statement, was conducted. In conjunction with this, the Bank ran a credit

check. The Bank's submission further states that a senior vice president with extensive

experience ir xtending unsecured personal lines of credit evaluated nine criteria in relation to

the Vargases and his analysis indicated that a signed promissory note was a sufficient assurance



that the loan would be repaid." The Bank approved a loan to Mr. and Mrs. Vargas in the

picplamoumt of $15,000 at an initial rate of 1025% on a revolving line of cradit

Based on alegatios in the c mlaint, a quesio arises as to whether the loan was made

in the ordinary course of business, specifcally, whethe it was made on a basis which aures

repayment2 Because the loan i the instant matter is unsecurd the only way Mr. Vargas can

establish this proposition is dmgh the "totality of the cnmtonce"provision at 1 IC.F.R.

§ lO0.7(bX) IXii). Generally, section lO0.7(bX 1XH) "leaves open the posdbility that othe

approaches, such as loans gumanteed in whole or in part by the borrower's signature, which are

not specified in the rules, will also be found" to assure repayment. Explnation and Justification,

Regulations on Loans from Lending Institutions to Candidates and Political Committees, 56 Fed.

Reg. 67118, 67119 (December 27, 1991).

In Advisory Opinion 1994-26, a candidate sought permission to use revolving lines of

credit he had held for several years prior to his candidacy. The lines of credit were unseced

signature loans based on the candidate's credit, owned wholly by the candidate and for which no

other person was jointly or severally liable on any portion of the accounts. In determining that

the totality of the circumstances indicated that use of the lines of credit for the campaign would

meet the assurance of repayment requirement the Commission noted that the lines of credit did

"The following factors were considered before approving the loan: 1) annual income of both applicants; 2) nmmul

debt service; 31 debt ratio; 4) net worth; 5) TRW national risk score; 6) the Bank's internal low score;

7) homeowner stans; 8) good characte, and 9) size of the unsecured loan.

12 The loan is evidenced by a writtm instnent and is subject to a due date. Moreover, the bank ses that, with

regard to the 1025% interest rae, "[tihe custonary rate for personal lines of credit will vary, but the range is

generally New York prime rate, plus 1% to 4%. In accordance with the Bank's customary pratice, the Loan was

made to Mr. and Mrs. Vargas at New York prime rate, plus 2%, within this range." The interest rate is a variable

one.
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so "appew to have been obuin... for the pzpose ofinflueniny cadidacy or other

poliical pup ." TW Commissio aSo took into ronsideatio the w that 8 bd b

d yem ior to the c ay, dencing a long-st ing relationship b the

instiutios and the candidate. The Commissien ultimaely concluded that the candidate could

draw on these lines of credit for his campaign without the draws being considered to be

contributions by the bank. 3

The application of such factors in the instant matter weighs against the loan being

considered to have been made on a basis which assures repayment First, Mr. Vargas has

admitted that the unsecured line of credit was obtained specifically to aid in his federal

campaign. Second, the loan was obtained with the signatm of Vargas' wife; the account was

not wholly-owned by the candidate. Finally, there is no evidence that Mr. Vargas had any prior

relationship with the bank. Indeed, the Vargas Committee's campaign depository was

maintained at another bank. ' 4

Certain facts, surrounding the actual making of the loan, however, may suggest t&at the

loan was made on a basis which assures repayment. First, there is the fact that, while both

Mr. Vargas and the Bank state that Mr. Vargas approached the Bank for a $25,000 loan, he only

obtained a $15,000 loan, suggesting that the Bank only authorized an amount it felt assured

would be repei '4. Next, there is the fact that approximately one month passed from the time

13 The Commision declined to approve the use of one of the lines of credit because it did not appear to have been

obtained from a qualified depository institution.
14 A letter from the Bank's counsel to the California State Banking Department reveals that other questim have

been raised about the propriety of the loan. That letter, which was attached to Juan Varga, response to the

complaint, notes that "it is unjust [for the State Banking Department] to question the motives of the Bank's
President ... in relation to the Lowt. [The President] had no involvement whatsoever in the Loan's aprval.

Further, [the President's] tireless efforts on behalf of the Center City Development Corporatiom has greatly
enhanced the City of San Diego's redevelopment.



Mr. Vars firma the Bank to request the loan until the s note was imad,

fth po doit *htte Bak =9611Y evaatd the- Mpia ie flw k

reoprsented that asenor vice pluidal with extiv p in extending imaxd le of

credit evaluated nine critda in detamni-ng whet er the siped o alone was

sufficient assurance of repayment. Indeed, it appears to this Office that an evaluation of these

nine fictors, itemized szpra at I I, would have provided the Bank with sufficient evidence of

whether it could expect that the loan would be repaid. The loan was in fact repaid on May 29,

1996.

For the "totality of the circumstcs" to demonstre that repayment is assured,

Respondents must produce enough information for the Commission to be able to exercise its own

judgment as to the propriety of the loan. The Commission may then d whether the

lending institution properly considered the information in deciding to approve the loan.

Here, Respondents have not met their burden, in that they have failed to provide

the Commission with enough information with which to evaluate the Bank's decision.

Accordingly. t.. Office recommends that the Commission find reason to believe that the Bank

of Commerce violated 2 U.S.C. § 441 b with respect to the making of this loan, and that Vargas

for Congress -% and Deanna Liebergot, as treasurer, violated 2 U.S.C. § 441b by accepting the

proceeds of this loan. Because of his involvement in obtaining the loan for the Vargas



C m le, ths Office furd t cmme - s td the Commision find reason to beliv d

Jun C. Varps violated 2 U.S.C. I 441b.

Whec a loan is Lcawemnd, c endorser is deemied to have contibue o a rti of

the total amount for which he or she agreed to be liable in a written armn So 11 C.F.R.

§ 100.7(aXIXiXC). In the event that the loan agreement does not stipulate the portion of the

loan for which each endorser or guarantor is liable, the loan shall be considered a loan by each

endorser or guarantor in the same proportion to the unpaid balance that each endorser or

guarantor bears to the total number of endorsers or guarantors. Id The spouse of a cwadidate is

not considered a contributor to the candidate's campaign if the candidate obtains a loan on which

the spouse's signature is required, jointly owned assets are used as collateral or security for the

loan, and the value of the candidate's share of the collateral equals or exceeds the amount of the

loan. See II C.F.R. § 100.7(a)(1)(i)(D). Where, as here, the spouse of the candidate is a

signatory on an unsecured loan, she is treated as any other endorser.

The promissory note in this matter states that "[t]he obligations under this Note are joint

and several," meaning that each borrower is liable for the full amount borrowed. The cmpaign

deposited the full amount of the line of credit, S15,000, into its account on March 6, 1996. Up

until the 1996 July Quarterly Report, Adrienne Vargas had not made any contribution to the

Vargas Comr, ltee. Consequently, she could contribute up to $1,000 before she exceeded the

limitations at Section 441a(aX)(XA). Moreover, because Mrs. Vargas was one of two people

responsible for paying off the loan, the amount of her contribution is one-half of the draw on the

line of credit.



Accordingly, dis Office rmmnds tamt the Commission find remmn to believ ta

Adrime Vars violawd 2 U.S.C. § 441a(aXIXA) by making acive coanuim' aI n the

nount of $6,500 to Vargas for Congress '96, and that Vargas for Congress '96 and Dam

Liebersot as treasure, violated 2 U.S.C. § 441a(f) by acceptiM this contribution.

b. other loans

Complainant further alleges that two $5,000 loans reported as being made by the

candidate probably came from the same bank loan, arguing that "[g]iven the limited assets and

incomes shown on Mr. Vargas' Financial Disclosure St ts, it is probable that this $10,000

comes from the same [Bank of Commerce loan]."

The information in hand does not support Complainant's contention. The full amount of

the line of credit had been deposited into the Vargas Committee's accounts, and no payments

were made on that loan prior to the election. Accordingly, Mr. Vargas could not access ftht line

of credit for more funds. Additionally, while Complainant claims that information on a financial

disclosure statement for Mr. Vargas would suggest that Mr. Vargas could not afford to make

these loans from personal funds, Complainant has not provided a copy of that statement

Mr. Vargas has stated simply that "[t~here are no such illegal loans."

This Office has obtained a copy of the Financial Disclosure Statement filed by

Mr. Vargas wi' the U.S. House of Representatives on November 2,1995. Attachment 1. That
/

form shows that Mr. Vargas had total earnings in 1995, up to the time of the filing of the report,

of $53,000. The form further shows that Mr. Vargas apparently has two retirement plans worth

between $1,001 and $15,000 each.I s The form did not require reporting of personal savings of

15 Three retirement plans are reported. One apparently belongs to Mr. Vargas' wife.
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$5,000 or les, and no pona savinp is reported The form also indicates debt in the form of

two student loas, valued at between S15,001 md $50,000 each." T6 e form did not quin te

reportin of home mmtgag s or car loans.

Not only is the information on the Financial Disclosure Form too abstract to draw a

conclusion as to whether Mr. Vargas was able to make the loans in question, but it was filed

approximamly four months before the loans were made, and thus does not present a

contemporaneous picture of Mr. Vargas' financial situation." Absent more information, this

Office cannot recommend that the Commission find reason to believe that violations occurred

with respect to these two loans.

c. failure to report contributions

There does not appear to be any basis to support Complainant's next allegation, that the

Vargas Committee failed to report all of the contributions it received. Complainant makes this

conclusion by looking at the amount spent by the campaign on television advertising, as

evidenced by invoices from local television stations for the period commencing March 11, 1996,

$100,885, and argues that because the Vargas Committee's 1996 12-Day Pre-Primary Report

showed only S56.000 in cash-on-hand, and because the Vargas Committee reported only $18,000

in contributions in its 48-Hour Notices, the Vargas Committee "would have to have raised

$26.000... ir - matter of days."

This Office has no evidence to suggest that Mr. Vargas is incorrect in his assertion that

"Vargas for Congress '96 has... reported all sums raised and expended." As required, the

"It is not clear if one of these loans belongs to Mr. Vargas' wife.

"The loans were received by the Vargas Committee on March 1I and 12,1996



vows Cm te's 12-Day Pre-Primary Rott was complete as of the 201h day before the

election Mswh 6, 1996. So 2 U.S.C. f 434(aX4XAXii) Thet left aimolt three week belie

the electio, held on Mach 26, 1996, not "a m of d"", for the Vargas Comit to obwi

sufficient fiuds to pay for the adveltis. Complainant anowledges tha the SI 8,000 reported

on 48-Hour Notices brought the amount needed by the Vargas :ommittee down to S26,000. In

fact the Vargas Committee's 1996 April Quarterly Report shows that, between the date of

completion of the Pre-Primary Report and 48 hours prior to the election, it raised over $60,000.

Therefore, there is no reason to believe that the Vargas Committee violated the Act with respect

to this allegation.

m. PROPOSED RL%, AMON OF MATTER

This report contains recommendations for reason to believe findings against the Vargas

Committee for failing to properly report the date of certain disbursement for accepting a

corporate contribution in the form of an improper bank loan, and for a an excessiv

contribution from the spouse of the candidate in the form of a loan guarantee. The report also

contains one recommendation against the candidate, Juan Vargas, for a -pting the improper

bank loan on behalf of the Committee, one recommendation against the candidate's spouse for

making an excessive contribution due to her loan guarantee, and one recommendation against the

Bank of Comr--'ce for making the improper loan. With regard to all of the other allegations

made by Complainant, the report recommends that the Commission find no reason to believe that

violations have occurred.

Other than the recommendation regarding the failure to properly report the date of the

expenditures associated with the brochure, all of the other for reason to believe findings in this
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matter surround the loan obtained from the Bank of Commerce. As noted above, that loan was

repid on May 29, 1996, more than one month before its due date. Additionally, Mr. Vargas was

the losing candidate in the primary election, and the Vargas Committee's latest report, the

1996 July Quarterly Report, showed that it had $361 in cash-on-hand, and over $73,000 in debts

and obligations, as of June 30, 1996. Thus, while it does appear that violations may have

occurred, it further appears that Commission resources would be put to better use in pursuing

other matters. Given these factors, this Office recommends that the Commission take no further

action against Juan C. Vargas. Adrienne Vargas, Commerce Bank, and Vargas for Congress '96

and Deanna Liebergot, as treasurer, and that it close the file in this matter. In notifying

Respondents of the Commission's decisions, this Office will include admonishment language

regarding the Act's requirements.

IV. RECOMMENDATIONS

1 Find no reason to believe that Richard D'Ascoli violated the Act.

2. Find no reason to believe that Ralph Inzunza violated the Act.

3. Find no reason to believc that The Primacy Group violated the Act.

4. Find no reason to believe that Juan C. Vargas violated the Act with respect to the
allegations in MUR 4311.

5. Find reason to believe that Vargas for Congress "96 and Deanna Liebergot, as
treas' -r, violated 2 U.S.C. § 434(a)(1) and 11 C.F.R. § 104.14(d) %ith respect to the
al!-.gations in MR 4311.

6. Find no reason to believe that Vargas for Congress '96 and Deanna Liebergot, as
treasurer, committed any other violation wAith respect to the allegations in MUR 4311.

7. Find reason to believe that the Bank of Commerce, Juan C. Vargas, and Vargas for
Congress '96 and Deanna Liebergot, as treasurer, each violated 2 U.S.C. § 441b with
respect to the allegations in MUR 4327.



8. Find reason to believe that Adrienne D. Vargas violated 2 U.S.C. 9 441a(aXlXA)
with respect to the allegations in MUR 4327.

9. Find reason to believe that Vargas for Congress '96 and Dem Liebergot, as uimsn ,
violated 2 U.S.C. § 441a(f) with respect to the allegations in MUR 4327.

10. Find no reason to believe that Vargas for Congress '96 and Deanna Liebergot, as

treasurer, committed any other violation with respect to the allegations in MUR 4327.

11. Take no further action against Juan C. Vargas and Vargas for Congress '96 and Deanna

Liebergot, as treasurer, regarding the violations in connection with MUR 4311.

12. Take no further action against the Bank of Commerce, Juan C. Vargas, Adrienne D.

Vargas, and Vargas for Congress '96 and Deanna Liebergot, as treasurer, regarding the

violations in connection %%ith MUR 4327.

13. Approve the appropriate letters.

14. Close the files.
Lawrence M. Noble
General Counsel

_ _ _ _ _ _ _ BY: c-W

Date Loi ernerAss iate General Counsel

Attachment:
I. Financial Disclosure Form



MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

FEDERAL ELECTION COMMISSION
%A SH%CTO% DC 204,

LAWRENCE NOBLE, GENERAL COUNSEL

MARJORIE N. EMMONI/MARY W. DOVE

COMMISSION SECRETARY

OCTOBER 7, 1996

MURs 4311/4327 - ERRATA. MEMORANDUM TO THE
COMMISSION DATED OCTOBER 2, 1996.

The above-captioned document was circulated to the

Comission on October 2, 1996 4:00 p.m.

Objection(s) have been received from the

Commissioner(s) as indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott xx (FOR THE RECORD)

Commissioner McDonald

Commissioner McGarry

Commissioner Potter

Commissioner Thomas



FEDERAL ELECTION COMMISSION
WASHINCTON OC 20463

MEMORANDUM

LAWRENCE NOBLE
GENERAL COUNSEL
MARJORIE W. EMMONS/MARY W. DOVE

SECRETARY OF THE COMMISSION

OCTOBER 15, 1996

MURs 4311/4327 - ERRATA. MEMORANDUM TO THE
COMMISSION DATED OCTOBER 2, 1996.

The above-captioned matter was circulated
72

to the Commission on a 49- hour vote basis on October 2, 1996.

The matter has been placed on the agenda

for TUESDAY, OCTOBER 22, 1996 due to the lack

of four affirmative votes at the time of the deadline.

Please notify us who will represent your

office before the Commission on this matter.

TO:

FROM:

DATE:

SUBJECT:



BEFORE TRZ FEDERAL ZL3C!'nOV COmUmIerm

In the Matter of )
) HUW 4311

Juan C. Vargas; )
Vargas for Congress '96 and )
Deanna Liebergot, as treasurer; )

Richard D'Ascoli; )
Ralph Insunsa; )
The Primacy Group; )

) MUR 4327

Juan C. Vargas; )
Adrienne D. Vargas; )
Vargas for Congress '96 and )

Deanna Liebergot, as treasurer; )
Bank of Commerce )

rcgRTI]EICATIO

I, MarJorie W. Innons, recording secretary for the

Federal Election Coinission executive session on October 22,

1996, do hereby certify that the Commission took the

following actions with respect to HURS 4311 and 4327:

1. Decided by a vote of 4-0 to

a) Find no reason to believe that Richard
D'Ascoli violated the Act.

b) Find no reason to believe that Ralph
Inzunza violated the Act.

c) Find no reason to believe that The
Primacy Group violated the Act.

d) Find no reason to believe that Juan C.
Vargas violated the Act with respect to
the allegations in RUR 4311.

(continued)



Blection Comission Page 2
Cortification: KURS 4311 and 4327

October 22v 1996

e) Find reason to believe that Vargas
for Congress '96 and Deanna Liebergot,

an treasurer, violated 2 U.s.C.
1 434(a)(1) and 11 C.F.R. I 104.14(d)

with respect to the allegations in

MUR 4311.

f) Find no reason to believe that Vargas

for Congress '96 and Deanna Liebergot,

as treasurer, committed any other
violations with respect to the
allegations in MUR 4311.

g) Find reason to believe that Adrienne

D. Vargas violated 2 U.S.C. 5 441a(a)

(1) (A) with respect to the allegations
in MUR 4327.

h) Find reason to believe that Vargas
for Congress '96 and Deanna Liebergot,

as treasurer, violated 2 U.S.C.
5 441a(f) with respect to the
allegations in MUR 4327.

i) Find no reason to believe that Vargas
for Congress '96 and Deanna Liebergot,

as treasurer, committed any other

violation with respect to the allega-
tions in MUR 4327.

Comissioners Aikens, Elliott, McDonald,
and Thomas voted affirmatively for the
decision. Commissioner McGarry was not
present.

(continued)



Pedwal i3eotion Commission Page 3
Certificationt NUR 4311 AND 4327
October 22, 1996

2. Failed in & vote of 2-2 to nass a motion to

a) Find reason to believe that the lank
of Commerce, Juan C. Vargas, and
Vargas for Congress '96 and Deanna
Liebergot, as treasurer, each
violated 2 U.S.C. I 441b with respect
to the allegations in MUR 4327.

b) Take no further action against the
Bank of Commerce, Juan C. Vargas,
Adrienne D. Vargas, and Vargas for
Congress '96 and Deanna Liebergot,
as treasurer, regarding the violations
in connection with MUR 4327.

Commissioners McDonald and Thomas voted
affirmatively for the motion.
Comissioners Aikens and Elliott dissented.
Commissioner McGarry was not present.

3. Decided by a vote of 4-0 to

a) Take no further action against
Adrienne D. Vargas and Vargas for
Congress '96 and Deanna Liebergot,
as treasurer in connection with
MUR 4327.

b) Send appropriate letters.

c) Close the file.

Commissioners Aikens, Elliott, McDonald,
and Thomas voted affirmatively for the
decision. Commissioner McGarry was not
present.

(continued)



Pedeval ZLeotio Coiissio Page 4
Crtitficatio1 NsUS 4311 AD 4327

October 22, 1996

4. Decided by & vote of 4-0 to rescind all
of the previous actions Just taken in
this meeting on UM 4311 and 4327.

Commissioners Aikens, Elliott, McDonald,
and Thomas voted affirmatively for the
decision. Commissioner McGarry was not
present.

S. DecPided by a vote of 4-0 to

a) Find no reason to believe that
Richard D'Ascoli violated the Act.

b) Find no reason to believe that
Ralph Insunza violated the Act.

c) Find no reason to believe that
The Primacy Group violated the Act.

d) Find no reason to believe that
'4 Juan C. Vargas violated the Act

with respect to allegations in MUR 4311.

e) Find reason to believe that Vargas
for Congress '96 and Deanna Liebergot,

(N as treasurer, violated 2 U.s.C.
5 434(a) (1) and 11 C.F.R. I 104.14(d)
with respect to the allegations in
KUR 4311.

f) Find no reason to believe that Vargas
for Congress '96 and Deanna Liebergot,
as treasurer, comitted any other
violation with respect to the allegations
in MUR 4311.

(continued)
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Certification: MURS 4311 and 4327
Ootobe 22t 1996

g) Find reason to believe that Adrienne
D. Vargas violated 2 U.S.C. 441a(a) (1) (A)
with respect to the allegations in
MUR 4327.

h) Find reason to believe that Vargas for
Congress '96 and Deanna Liebergot, an
treasurer, violated 2 U.S.C. 5 441a(f)
with respect to the allegations in
MUR 4327.

i) Find no reason to believe that Vargas
for Congress '96 and Deanna Liebergot,
as treasurer, committed any other
violation with respect to the allega-
tions in MUR 4327.

Commissioners Aikens, Elliott, McDonald, and
Thomas voted affirmatively for the decision.
Commissioner McGarry was not present.

6. Failed in a vote of 2-2 to 2a84 a motion to
find reason to believe that the Bank of
Commerce, Juan C. Vargas, and Vargas for
Congress '96 and Deanna Liebergot, as
treasurer, each violated 2 U.S.C. I 441b
with respect to the allegations in MUR 4327.

Commissioners McDonald and Thomas voted
affirmatively for the motion.
Commissioners Aikens and Elliott dissented.
Commissioner McGarry was not present.

(continued)
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October 22, 1996

7. Decided by a vote of 4-0 to

a) Take no further action against Juan
C. Vargas and Vargas for Congress '96
and Deanna Liebergot, as treasurer,
regarding the violations in connection
with MUR 4311.

b) Take no further action against Adrienne
D. Vargas, and Vargas for Congress '96
and Deanna Liebergot, as treasurer,
regarding the violations in connection
with MUR 4327.

c) Approve appropriate letters.

d) Close the files.

Commissioners Aiken*, Elliott, McDonald, and
Thomas voted affirmatively for the decision.
Commissioner McGarry was not present.

Attest:

Date Marjorie W. ons
Vecretary of the Commission



FEDERAL ELECTION COMMISSION
WASHINC JON. 0C 04

November 8. 1996

CERTIFIED MAIL

RETIURN RECEIPT REQUiA ED

The I lonorable Bob Filner
Bob Filner for Congress
P.O. Box 127868
San Diego, CA 92112

RE: MURs 4311 and 4327
Juan C. Vargas
Vargas for Congress '96 and Deanna

Liebergot, as treasurer
Richard D'Ascoli
Ralph Iozua
T-he Primacy Group
Adrienne D. Vargas
Bank of Commace

Dear Congressman Filner.

On October 22, 1996, the Federal Election Commision reviewed the allegtions of your

complaint and two amendments in MUR 4311 dated October 20,1995, Octoe 23,1995 and

February 20, 1996, ,pectvy. The Commission fomd that on the basis ofthe information

provided in your complaint and amendmens and information provided by the Risodents,

there is no reason to believe Juan C. Vargas, Rkhard D'Ascoli, Ralph Inzmuv, or The Primacy

Group, violated the Federal Election Campign Act of 1971, as amended ("the Act"). The

Commission did find that thre was reason to believe Vargas for Congress 96 and Deanna

Liebergot, as treasurer, violated 2 U.S.C. I 434(aX1), a provision of the Act, and II C.F.L

§ 104.14(d), a provision of the Commission's reglations.

Also on October 22,1996, the Commission reviewed the allegations of your complaint in

MUR 4327 dated March 20, 1996. The Commission found that on the basis of the information

provided in your complaint, and information provided by the Respondents, there was reason to

believe Vargas for Congress '96 and Deanna Liebergot, as treasurer, violated 2 U.S.C. § 441 a(f),

and Adrienne D. Vargas violated 2 U.S.C. § 441a(aXIXA). The Commission was equally



T H a Bob I l r -

MURs 4311 und 4327
PW2

divided on whether to find reason to believe Juan C. Vargas, Vargas for Congress '96 and
Deanna Liebergot, as treasurer, and Bank of Commerce, each violated 2 U.S.C. I 441b.

Finally, after considering the circumstances of these matters, the Commission on
October 22, 1996, determined to take no further action against Adrienne D. Varga and Vargas
for Congress '96 and Deanna Liebergot, as treasurer, and closed the files in these matters. These
matters will become part of the public record within 30 days.. A Statement of Reasons providing
a basis for the Commission's decision in MUR 4327 regarding Juan C. Varga, Vrgas for
Congress '96 and Deanna Liebergot, as treasurer, and Bank of Commerce, will follow. The
Federal Election Campaign Act of 1971, as amended, allows a complainant to seek judicial
review of the Commission's dismissal of these actions. So 2 U.S.C. § 437g(aX8).

If you have any questions, please contact Tony Bucdey, the attorney assigned to this

matter, at (202) 219-3690.

Sincerely,

La, ence M. Noble
General Counsel

BY: .-

Lois G. Lemer
Associate General Counsel

Enclosure
General Counsel's Report
Certification



FEDERAL ELECTION COMMISSION
WASH* NION. DC 20463

November 8. 1996

Councilman Juan Carlos Vargas
1171 24th Street
San Diego, CA 92102

RE: MURs 4311 and 4327

Dear Mr. Vargas:

On February 28 and March 27, 1996, the Federal Election Commission notified you of
complaints alleging that you had violated certain sections of the Federal Election Campaign Act
of 1971, as amended.

On October 22, 1996, the Commission considered the complaints. Regarding the
complaint in MUR 4311, the Commission found no reason to believe you violated the Act.
Regarding the complaint in MUR 4327, the Commission was equally divided on whether to find
reason to believe you violated 2 U.S.C. § 441b. Accordingly, the Commission closed its file in
this matter. A Statement of Reasons providing a basis for the Commission's decision will follow.

The confidentiality provisions at 2 U.S.C. § 437g(aX12) 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
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as possible. While the file may be placed on the public record before meivha1 ym o -r
Materials, any permissibl submisions wil be added to the public reord upsM o~

If you have any questions, pleme contact Tony Buckley, the anormey w to ift
matter, at (202) 219-3690.

Sincerely,

Lawrence M. Noble
General Counsel

BY:
Loisb. Le9rer
Associate General Counsel

Enclosure
General Counsel's Report



FEDERAL ELECTION COMMISSION
W ASH IN O N . D C 20 JI

Nowember 8. 1996

Adrienne D. Vargas
1171 24th Street
San Diego, CA 92102

RE: MUR 4327

Dear Mrs. Vargas:

On March 27,1996, the Federal Election Commission notified you of a complaint
alleging that you had violated certain sections of the Federal Election Campaign Act of 1971, u
amended.

On October 22, 1996, the Commission found reason to believe that you violated 2 U.S.C.
§ 441 a(a)(l)(A), a provision of the Act. However, after considering the circumstances of this
matter, the Commission also determined to take no further action and closed its file.

The Commission reminds you that although a spouse of acandidase is not cn-id-- -a
contributor to the candidate's campaign if the candidate obtains a loan on which the spous'gs
signature is required, jointly owned assets are. used as collateral or scuiy for the loan ud d
value of the candidate's share of the collateral equals or exceeds the value of the lm, ifm &a,
loan is unsecured, then the spouse is treated as any other contributor subject to the limiaim 1
2 U.S.C. § 441a(aXIXA). You should take steps to ensure compliance with the limitati m of
section 441a(aXIXA) in the future.

The confidentiality provisions at 2 U.S.C. § 437g(aX12) no longer apply md this mans
is now public. In addition, although the complete file must be placed on the public recod w

30 days, this could occur at any time following certification of the Commissions vote. If you
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wish to submit any factual or legal materials to appear on the public record, pleas do so as soon
as possible. While the file may be placed on the public record beform eceiviag y- -- '__
mateias, ,ay panalube msm will be added to the pA recod uon reaeip

If you have any questios please contact Tony Buckley, the attorney asigned to thi
matter, at (202) 219-3690.

Sincerely,

Lee Ann Elliott
Chairman

Enclosure
GC Report



FEDERAL ELECTION COMMISSION
WASI4G.ON. OC ZO*1)

November 8. JN

Deann Liebergot, Treaum
Vargas for Congress '96
3609 Fourth Avenue
San Diego, CA 92103

RE: MURs 431 and 4327

Dear Ms. Liebergot:

On February 21 and March 27, 1996, the Federal Election Commissio id you of

complaints alleging that Vargas for Congress '96 ('the Committee") and you, as mauer, had

violated certain sections of the Federal Election Campaign Act of 197 1, as mended.

On October 22, 1996, the Commission considered the complaints. R P a'iolbe

complaint in MUM 4311, the Commnission found reason to believe the Comaie wd you as

trasurer, violated 2 U . S.C. § 434(aX1) and I I C.F.R. § 104.14(d). The 0 ulu l mbod no

reason to believe the Committee and you, as treasurer, committed any otm vWh

respect to the allegations, in MUR 4311. Regarding the complaint in MUR 4327, d

Commission. found reason to believe the Committee and you, as treasury, wkoft 2 U.S.C.

§ 441 &(f). Te Commissi was equally divided on whether to rind reamnwb do

Committee and you, astreasure, violated 2 U.S.C. § 441b. Finally, the Coe-u-m had no

reason to believe the Committee and you, as treasurer, committed any othw Vjo a wih

respect to the alkgtions in MUR 4327.

After con6dering the circumstanceS of these matters, the Commiuistk d. dinm id to

takeno fu actin and cksed its fiks, The Commission reminds you thA Sa CWd•S

obtains a oan on which the spouse s signature is required, and that loa Is wWSm the

spouse's sigaure result in a contribution equal to half the value of the low .,A a
contribution is subjt to the limitations of 2 U.S.C. § 441a(aXiXA). Th Cam fulsih

reminds you that a disbursnement for an expenditure should be reported a hav s .m

whe the expenditure is made, or the benefit is actually conferred, whichem om f l t. you

should take steps to ensure compliance with these requirements in the fut..

nbe con dikatity provisions at 2 U.S.C. § 437g(aXl 2) no loop, m qay e nitur

is.nowpb lic. In addition, although the complete file must be placed an th PWMIc vcord within

30 days, this could occur at any tim following certification of the con _isgous VOtS If you

wish to submit any factual or legdl materials to appear on the public r hm do so as soo=



as po le. While the file may be placed on the public record before receivui yo u
M ONds myprsbe, WI mIss o will be added to the public record upon reauipa.

If you have any questions, please contact Tony Buckley, the attorney a igned ios
matter, at (202) 219-3690.

Sincerely,

Lee Ann Elliott
Chairman

Encloswr
General Counsel's Report
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