FEDERAL ELECTION COMMISSION

WASHINCTION D C 2040)

THIS IS THE BEGINNING OF MR # _ 406>

DATE FILMED 6/1 CAERA NO. _ L

caveramn _SSC




L CEIVID '
FEDERAL ELECTION

JHMISE oM
QiFiCs GENERAL
COUNSEL

by 14 Sou M9

MU 420

ant Lally of the Fed-
ampaign Act of 1971,
:nded, for Failing to Register

N : 4 1QaQ¢C
andidate in 1993

lart 1 An
- e A il

a4 =

- = 1

i 0 fy you of a possible violation
Federal Election Campaign Act of 1971, as amended,
by Grant Lally. Grant Lally unsuccessfully ran
challenger for the congressional seat in New York's
District in 1994, He also qualified as a candidate
Y under FECA. However, he failed to file a state-

f candidacy during that year.

Applicable Statutory and Regulatory Provisions

Under FECA, a person must file a statement of
candidacy with the Federal Election Commission ("FEC")
designating his or her principal campaign committee no
later than fifteen days after becoming a candidate. 2

§ 432(e) (1}. A "candidate" 1s defined as any
person who receives contributions in excess of $5,000 or
makes expenditures in excess of $5,000 for the purpose of
seeking a nomination or election to federal office.

2 U.S.C. § 431(2) (A).

IX. Grant Lally Qualified under the FECA as a Can-
didate by June 30, 1995
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Grant Lally Failed to Register a Principal
Campaign Committee

As described : ve srant Lally qualified as a
I r FECA at the latest by June 30, 1995
his campaign received more than $£5,000 in con-

- f f of 1995. Consequently, he
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designating a principal campaign committee at the latest

by July 15, 1995, fifteen days after becoming a candidate

under FECA. However, he has not made any such filing to

L ly's failure to file a
f FECA.

date for 1995. Thus, Mr. Lally's
statement f candidacy 1s a
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(Summary Page) By NI CLERK
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4. TYPE OF REPORT
(] Ae® 15 Quanterty Report [] Tweith day repont preceding

USE FEC M&INO LABEL
TYPE OR PRINT

(lypeolElecson)
D‘ July 15 Quartedy Repont election on o _intheSteol _

[[] October 15 Quartery Report [‘_’_] Thirtieth day report following the General Election on

L_] January 31 Year End Report e T O

—et s e

@ July 31 M- Year Report (Non-slection Year Only) [:] Termingtion Report

::,ﬂmnmmm [[] primary Etection (] Genersi Erection (] Seeciel Exection (] Runoft Eection

SUMMARY

5 Covoring Period __| = l‘_q S wown (0-30-95

6 | Net Contributions (ofher than loans) 7///////////%/%,/;/%}2%

(a) Total Contributions (other than loans) (from Lme ! 1(a))

(b} Total Contribution Refunds (from Lino 20(d))

() Net Contritustions (other #han loans) (subiract Line 6(b) from 6(a)) Q11,00

Net Operating Expenditures
(a)  Total Operating Expenditures (rom Uine 17) . . (Q%O(o.“b

(b)  Total Ofisets 1o Operating Expendiiures (from Line 14) : |{|OK .S

(c) _ Net Opersting Expenditures (subract Line 7(b) from 7(a)) .. ... .. . S3ﬂ§f.0\

Cash on Hand at Close of Reporting Period (1rom Line 27) | 40063, 13,

Debts and Obligations Owed TO the Commiltes
(emize alt on Schedule C and/or Scheduis D) .. i

Detts and Obigatiors Owed BY the Commatee | __
(Remize ait on Schedule C andor Schedude D) ... . r— Ao SN ¥

I cortify that | have examined this Report and (0 the best of my knowledge and bebel  is trus, corect

NOTE: &mdlu‘.cr\?mww. 'dmwmummmnmm\gmhunnunq‘ndtds&m

b ] j | oo




DETAILED SUMMARY PAGE

of Receipts and Disbursaments

(Page 2, FEC FORM 3)

tiarne of Commiftee (in hfl)

(AN

Haport Covernq the Parwx

rom, I-l-qS Ly = |

. RECEIPTS

COLUMN A COLUMN B
Total This Period Calendar Year-To-Oste

11 CONTRIBUTIONS (ofher than loans) FROM

in] IndividualsPersons Other Than Poltcal Commtiaes
{I} Hemized (use Schadutn A)
i Undeamizad
W) Total of contnbutions {rom indrvaduals

it Poitica Party Committeas
Other Polftical Commtiees [such as PACS)

1 The Candddate

{o) TOTAL CONTRIBUTIONS (other than loans Xadd ' 1(a)(la), (b), (c) and (A

12 TRANSIERS FROM OTHER ALTHORIZED COMMIMTTEES

w3 )

e ii]

Tl oo} A.eY |
000.%° | |9550.00 |

— % 300,00
L3793 ).8:584

| Mada or Guarantsed by tha Candidata
A Othar | pans
1 ITAL LOANS (aad 13(a) and (b))

319, 997.25

- T

3)9,993,.85|"

DPERATING EXPENDITUIRES (Aelunds Hebatas alc |

PRI TP AP

4434.73 -

DOTHER RECEIPTS (Dvcands Ineres! elc

s

1Jic) 14 and 15

I DISBURSEMENTS

7 OPERATING FXPEND TURES

i

Ll s

TRANSFERS 10 OTHER AUTHORIZED COMMITTEES

AR
G Gl b st vt s
—— .

LOAN REFAYMENTS
a) (¢ Loans Made = Guaranteeq by e Canddate
{b) Ot AR Other Loans
(¢} TUTAL LOAN REFPAYMENTS (acd '9(a) and (bi)

'/ I ey A i, 4
/A i

— -

AETUNDS OF CONTRIBUIONS TO
(8) IndrvsduatsPersons Other Than Political Commitiees
(b) Poitical Party Commeiiees
() Other Political Commitiees (such as PACs)
(@ TOTAL CONTRIOUTHON REFUNDS (add 20(a). (b and (c))

39 OTHER DISHUNSEMENT

—_—

S oD |2

? TOTAL DISBURSEMENTS (add 17 18 19(c) 20{d) and 21

A Al A A A A A s G A Ar LA o A,

(L5006 .00 | 448 327 =

Il CASH SUMMARY

CASH ON HAND AT BEGINMNING OF REPORTING PERIOD
TOYAL RECTIPTS THIS PERIOD (lrom Line 16)
SURATOTAL (wvid |l ne 23 and Line 24

TOTAL DISE' IRSEMENTS THIS PE RIOD (from Line 22)

27 CASH ON HAND AT CLOSE OF THE REPORTING PERIQOO (subtract Line 28 from 25)
be g

L199.93
Q219,65

| ©,509 . 3%
L S0b. ke
4 ©03,1a




SCHEDULE A (TEMIZED RECEIPTS

. ‘°?n”'r‘§$“ﬁ‘

Mymmoupbummnapahm&mmmNMmewmhhmodemm-mhw
parposes, other than usng the name and address of any political commities o solicit contrbutions from such committes

NAME OF COMMITTEE (in Full)

ally Foe Congress

Lrun—-.n-mmmum

Jon SantemomoO.
120 Mineolo. Blud.
\ SO\
%%JA&_;%\}%_GM B
[:]ou- {specly)
8. Full Neme, Melling Address end TP Code

ANt d rﬂad\ :

b"Io wW. Passalc ST,
ochelle '?\Q. NS Ol

W'« o
] omer (specim

C. Full Nama, Melling Addrecs end I Code

Occupation

[ Teomot For nmry joor‘ru

[ ]0'.- spmcty) mnv..w—om) 3
D Full Neme, Malfing Addrese end DP Code Narne of Employer

}l;r.ulg' 1 IPﬂn-ury
= DCM-(M)
€ Fufl Keme, Malling Address and I® Code

| Recet For o UM
[ IW(M
F_Full Hame, Maliing Addrese ond T Cede

L. g e
[ ] omer specr)
Q. Full Name, Melling Address end TP Code

Recest For RS

SUBTOTAL of Receipts This Pege (aplional)

TOTAL This Period (last page this ine member only)




SCHEDULE A ITEMIZED RECEIPTS

A
AnydonmuoneopbdlmcuchﬂcpomwsmmmyMumamwmwbhmdwmcwnbmmsmlumu
purposes. other than using the name and addrass of any poltical commities o solicll contributions from such commitiee

>~me OF COMMITTEE (in Full)

Lally Ffor Corqreas

A. Full Name, aling Address and 2P Code

CiTizens B Tolly

Ocoupelion

Recept For =" I_] Prmary I_J Generg!
O%er (3peciy) A Yeur 0-Dste 55 3 Srap™
B Full Neme, Maliing Address and DP Code Name of Employer

Recept For Uanvy LJ(‘M
[ ] omer (soecn
C Full Name. Malling Address and DIP Code

Ocoupston

Recept For I—‘IPN"\!N mﬁmu
[ )Omer (sprosty) = “Agpegete Yea 0Dste > §
D Full Nene Melling Address and I Code Name of Empioyw

-

Amount of Each
Recopt Mug Fencd

Rezepl For = i ] Premary B L'] Genersl
[ ] Ower (specay)
€ Fult Name, Malling Address and IW Code

S i T

F Full Name, Melting Address and IW Code

[Recesmfer | Jremes | [Genra ]
[] omer 1s0ecey)
G Full Neme. Malling Address and ZW Code

Recepl For ﬁJ Prenary U General
[ ] omer (specny)

SUBTOTAL of Recents This Page (0ptonel) ... ... . . .. .o




SCHEDULE A

Any mniormation copied (rom such Reports and &l%

ITEMIZED RECEIPTS

PAGE oF

FOR LINE NUMBER

4

may not ba sold or used by eny person for the purposa of sokciting contnibutions o lar comm arcini

purposes. other than using the name and address of sny politics! commitiee 10 solicit coninbutions from such commitiee

NAME OF COMMITTEE (in Fuft)

Lally 6 Congcreas

A Full Nome, Malting Address snd 7P Code

Nynex
New Yorh, Ry

Name of Employer

Kegxﬂﬂﬂgpm
[

Receipt For

L
[~ ] o (spacey)

PM..

AGoregae Yeaiso-Date > § "T(n._(-\_;_

Amourd of Each
Roceipt thig Period

¥ 160.%3

Lilco - Hicksvuille
New \}0&\-3

Nams of Employer

Relond - Electric.

Ocoupeson |

Receqt For

[ ermay
[ 7] ome: soeat

L4 cenerw

AQuegeie Yew 0-Dnc > 3 —ulm

b

Amount of Each
Recept his Penod

$ 543 29

C Fult Name, Malling Address and IP Code

COP\{Q\T& Rep .
S)O"IC. Roo Oty

f_lO'h- (specty)

Hnda , St Hﬁﬂ—l‘iﬁ
Recapl For

Name of Employer

_Eeimd;_&%miT

AQoregete Yearto-Date > § ‘-lb‘{-

Amourt ol Esch
Recopt this Perod

“404. s3

D Full Kame, Walling Address and TP Code

! Name of £ nployer

Ocoupston

Recept For -

[Jrwmer
D‘Olht' ispecrty)

[ Joenen |

AQgregete Year-10 Date > 1

Amourt of Each
Racept s Perod

E Fuil Narme, Malling Address snd ITP Code

Namg of Employer

Recept For
[T]omer (rpwcy)

L

F Full Neme. Meliting Address snd IP Code

4

“Recept For -J Pramary
7] omer (speceyt

i Agregaie Year to-Oste > $

Q. Full Neme, Malling Address snd 11> Code

Name of Erployer

Recopt For
[ ] omer (specy)

¥ e

Uecur-

SUBTOTAL of Receipts This Page (optional) ..........

TOVAl Thie Pavind Aast naoe iz Bne nember anksd




SCHEDULE B

TEMIZED DISBURSEMENTS

Uss separate schedute(s)
for esch cetegory of the
Detalied Summary Page

PAGE OF

FOR LINE Ny

|7

Any information copied trom such Reports and Statements may not be eald or used by any person for the purpose of sokcing contributions of fnr commercial
purposes, other than using the name and address of any polilical commitise 10 solicit contributions from such commitiee

NAME OF COMMITTEE (In Full)

Lally ForaCovrgreas

A. Full Nams, Malting Address and 3P Code

| e O_A‘rhouc,
9 N.Village Ave .
ROk le CTr, W WS 70

for: Primary Genersl

jon (specity)

8. Full Name, Malting Address and IW Code

Tromos Ballao
4 Alec v CH.
StodeaTal DY (o303

Purpose of Disbursement

.MLME_@T_
Distursement for: Primary M Genarsl

"] omer (speciyt

C Full Name, Meffing Address end 23 Code

HaTeon News popes:
|3 E . D~ ST

W VSO

Purposs of Dasursement

D Full Name. Mafling Address end 1P
Steples
Glen Cove, NY.

£ Full Name, Maling Address end IIP Code

Kinho'ss
HeUIA-T

Goveloa C,A'\{ WY

Drsbursementd Theg Penort

b1scay

F. Full Neme, H‘lﬂ\'Ad&‘Ilem

AAA SPMP 1Seoal. Co.
26 - 26 TuchSan A,
L=<, BN 1oy

Amount of Each
Drsbur-ement This Porod

H 85, A%

G. Full Name, MaKing Address end 3P Code

Glovrmer on e 6o

duy. year)

%@*@1 s-\sas

0o oot

Amoutt of Each
Disbursesment This Period

R o0, %2

M. Full Neme, Mafling Addreas end I Code

Acrton Covrrnunity RIS
132 E Zeadh ST

MANCO (u VRN =Y

Puspose of Distursement Date (momh,

B 1 18y year)

b&c ot
S0 i

lon- (-wdm |

Amount of Each
Drsbursement This Pertod

% 0.99
30,88

L Full Neme, Mating Address ond B Code

’?T“ }\gw
v NY

Pumpose of Disbursement

D-u tm

S‘mm%u__ (- cou-qs

" Jower (spwcey)

Amourt of Each
Oagtrsrsement This Per o

AYe.u7

SUBTOTAL of Dabursements This Page (optional)

N

b

TOTAL This Period (last pege this line number ondy) ...

P
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SCHEDULE C
‘evised ¥80)
Loans Made or Guaranteed by Candidate

« “.1me ot Commdiee (in Full)

LOANS

Sl
Lally For Congress 00295253

A Fult Name Madng Address and 1P Code of Lo Originai Am

| ShLGaR ' : ' Jtanging
Grant M. Lally | Ry Persod
345 Harbor Drive $£1.000, D

0
Oyster Bay, NY 11771 mnal
Cigcugn > Pumary General ___Other (s0e0rty)

Taerns Date incurred S/ 85/94 Date Dua

Interes! Flate [

s1 Al Enoorsers ar Guarantors (if any) 1o ltem A

U b Name Mading Aggress and ZIP Cooe

[ Arm ol Cus antead Outs'a
$
2 Full Mame Mading Aodress and ZIP Code Name of Empioye

"Oc upahan

Amgunt Cusrantesd | argians
I Hame Madng Address and 211 Code tame of Employe

el dnter?

0 oFu Name Madng Adress and 2IF Code ol Loas © Origina g

Grant M, L.‘\LL7 e
345 Harbor Drive
Oyster Bay, NY 11771

Erection x Prmary General Other (spealy

Te ™t Cate Incunied S 1_24193 Dete Due

Lint AN Engorsers of Guararors (1 any) o tem B

1 Full Neme Mamng Addoss and ZIP Code T Name of Employer

[Oecipaion
1

Guttanige

T Ful Name Mading Adadcens ana JiF

Amaunt Guarantge:

S

) Full Name Mauang Adress and 1P Code tame of Empioye

O cupaton

Amourt Gusianies

)
- 3.3TOTALS This Period This Page (opiionai)

i TCTALS Theg Perivd (last page in this ine only)
| i = = !

Carry cutsianding balance enly to LINE 3, Scheduie D, for this line. N no Schedute D cerry '0rwerd 15 annranriate ling Al Summan




$CHEDBLE C
Hewvised V/80)

( iame o Commnes (in Ful) o
l ”
[ Lall Yy For (,01'\gr‘\55

A ol rama Mating Andress and JIP Code of | oar "o | Onaingt Amoun!

Grant M. Lall, e
148 Rarbor Orive 1 $25,000 .00
Oyster Bay, NY 11771

L sfronary = Genel Owher (specity) 2 =

Terms Dae ncurena /30/94 Date Due i Mottt Ruls

talance O ““Mug

l e se ot Thin Perigy

00 .00

st AR £ nsocsers of Guarantocs (4 any) 1o kem A

CF g Mame Madeg Aodress and 21P Code Name ol Emgioye
Ccupabon

1
r‘Amaun! Guaranieea Oty ana

- | . A—
Pt tame Makng Aggiess ang JIF Code Name of Employer

L Lccupaton

Pt ———— - —
Amount Gudraniess Dty and
$

. s e
,
1 E o ame Mg Address e TIP Code sme of Employe:

[ Tw.- Up At

Amaunt Guasranies AnGiey

3

Qriginal Amour!
of Loa=
M. Lally

BOEuh Name M ng Aoaress ang 1P Code of Loan 5 aer e 'Ml]lﬂdln—q
e ol Yhig Periog
Crant . . .
2 000 ; 00 00
145 Harbor Druve 4

Oyster Bay, NY 11771 crsonal

Elecnon w Frmany Gene sl Onhee (specity?

Terms Daremncwen Q/9/94 Date Oue

U3l Al Engorgers of Guarantons (4 any) o hem B

t Full Name Madng Aoaress and 1P Code

T —
Amoyra Guarantesd T isa
S

MName of Empioye

. g L
F i Name Mladng Address and 2IF Cone

N
W
R

b

N DTHTIHITHRIR

— ==
cour ation

\\
\Q\Q
N

“Q.‘.
NN

N

Amout Guaraniess

)
Hame of E mploye:

N

3 FR Name Aading Adyess ang 21P C

O v atan

=
o

| S

| Amourt Guaranie =2

R

SUBTOTALS Trus Penod This Page (optional)

'$31,000,00
TOTALS Yhas Period (iast page 1 thus ine only) .. ..

—— . | M
l Corry ouiaianging balsnce enty 19 LINE 3, Scheduie D, for this ling. i ne Bc!edule D. co'ry 'orwere 10 sppropriate ling of Summary
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SCHEDWEC gy 3ot } o
i RLXIE] ’13.1
Hevised 3/80) ¥ e

VA SR he

e e migl

“iame ol Commee (m F.4)

l.Lally For Congress

A ¥ u; Mame Makng Acdiass §nd P Coge ol L oan S Original Amoy

i l'lll"'\"“\l‘
ol Loen d * Taig §
Grant M. Lally dale

345 Harbor Drive $10,000.00 B 10,000
Oyster Bay, NY 11771

| € ractior Pomary X General Onhver (spectty)

)0

onal

Terms Date mcurred 9/ 14/ 94 Date Dhe ) . 7|m.7ms| gt |

Ligl AR Ervdorsers o Gusrandors (¢ any) to em A

fn Hame Mading Address and 71 Code Hame ol Empioye’
T
e pahon

| Amount Guaraniesa |
£ 4

Name Mang Adress and 2P Coda Name of Employe

| Dccupaton

Arount Gua anie et
$
», .y
L E i Mame Moo ASaess ang 1P Code ame of Empioye

Amaount Cpuaraniers

b

} Ful Name Madng Agoiess ana 7P Cooe of Loan Sourte

Originai Am Sutstanding
eant Mo Lally o | Toks Pariow |

345 Harbor Drive  ®I 10, ). 00
Oyvaster Bay. NY 11771 | tersonal

L 3 Pamary x Genersl _ Onher (speci®y)
| Terms Date !w-m_‘J_/J_S_LSQ Dete Du=

Lt AN Endorse’s or Gudranions (f any) o nem B

1 Full Name Madng Address and 2IP Cooe Nama of c"&:’u'

malon

Amount Guaraniesd (> 14
$

v - + —
7 byl Name Makng Address and 2IF Cod Name o Empe e
v C

B e e . S A A A Bl

SRR LA AR

Amourt Guarpnieed

3
- —— e e -
1 Fult Mame Maling Addess and 218 s Name of Employer

Occupaton

e o i e i

I Amoynt Guararire

- - . ‘
SUBTOTALS This Penad Thus Page (optional)

!
|
|

TOTALS Tms Pariod (last page In this kne only)

L Caery outsianging belance enly 1o LINE 3, Schadule D. for this lne. N ne Schedule D carry forwsrd 10 8pprop: ste line of ummary




SCHEDULE & v o e

= oy n ‘.‘
~evised 3/80) e epaiare H'w;‘.

DA g |

‘iame 9! Commaige (in F ) ——— )

Lally For Congress

A F it dame M‘-;v;:;v;l_t [ 0] }'P (,'(nc.o U:- VOULL B ‘ ““’;‘"" Amao taanie U\-“uu\omq i
Grant M, L. ‘ €0 0f This Pgsicg
gk iLEY ' $5,000.00 . -

345 Harbor Deive l . D, 0
Oyster Bay, NY 11771 o sonal

I ecwon Pomary  w  Genergt

o! Loan

o General Onher (specity Funds )
Termg Date iIncumea 9/3Q[94 Date Due

- et

v Al Endorsers or Guerentors (if any) 10 lier A V2 . Z //://

v

C P Name Madeg A0 v ess and 2iP Cone tiama o) Employ e

o lion

Arrunt Guaranteed | iisians
$
2 FUBName Madeg Addvess and 21P Coae feama of Empioyer

Amount Guaranieed afsians
$
N ol | eployer

.

e .

N e e R R R R R TR R R LR

1 PR Mame Madess Advess and TP Crae

Ty

B Full lName Mabng Addreds »uf JIP Cone ol | onr

Originai Amo. - Bila 7,,‘,:'.“”““
of Loan

L ' 1o ot Thg Perios
Crant M. Lall, e
345 Harbor Drive $12,890. t<,0890.60
QOyster Bay, NY 11771 Hersonal
Elechon Pamay  xSees _Other [spech)
! gy Date incuned _1(1/ 12 /948 Date e v-rﬂrn’ ate

Lg1 AR Endorsess o Guarsniors (4 ary) 10 e B

| Ful Name. Madng Adress and 2 Cooe T T Name of Empioyer

" Tt opavon

A T T T T A w
NN NN

R

Amoure Crudr ariead Outste
$
S Full Mame Ma ,;A,jr.“‘"-.‘( e PRl

o Empicy e

Saton
Asr -.m".,,.;.mp;q A S

= : 3

A Full Name Maung Address and [P Code faame of £ mpegyer

L L e e R S

ey

paton

e

Amount Duaianised Ouasiand

e

r — e —— e - —— ‘

SUBTOTALS 1ms Penod Trus Page (opuonal)

TOTALS Tha Period (last page in this line only)

Carry ouletonding Delance enly 1o UNE 3 rhadiie N far 1his Sna ¥ na Tohadkds N

rmrru Vama e tn a




SEHEDULE C
fievised B0\

tiame ol Commutiee (n FuUll)

Lally For Congress

List AN Endorsers of Guarsrion (d any) 1o Hem A

t Full Name

2 FUl Namo Manay) Addiess ang P Coae

Y Fop Mame Maing A eig and TIF Conte

B Ful Name Maeng Admeers and [P Coos of Loa

Grant M. Lall,
345 Harbor Drive

A Ful Name Jnk\q Address ;m 21 Code of Loen Source

P_umory ‘. Onher Lapectdy

Date incurreq L Ciate Dua

o A et
Hame of £ mployer

(Oniginal iﬂ\uunl

Inerest Raie__ ()

[ ;'-‘" - :37;;‘\'."(';;‘

I Diccupason

{

P m————
Amount Guarsmesd Crnagla o

| H

e ———
Amoud usrantees Ty ian g
%

Mame of Empioye

Amaunt Guarantesd Oyig 1008
3

Onigingl Amour!
of Loer

i $30,000,0

'J 2} L]
OMBE R 13._1
LA Lheduig

Y e e lney

1

ssrce ')U'lllnblng_

. to 0l This Pearing

al«

DR
N

e e S T B
\\.

R
N,

N

Halgnce Ot
8 "izee of Thig Perieg

), 00

Hersonal ‘
Oyster Bay, NY 11771 : ._l |
£recuon P.mr_u x Geners Otreed (om0

Terms Da'e ——— ) iﬂ il | 9;{3 4  Usie Due

eoured

Lt Al Endoriers of Guaramons (d any) v fem B [t ZITIE ’ rrrerEy

1 Full Name Madng Aoxess and ZIP Cooe

N

S -
R
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FEDERAL ELECTION COMMISSION
Washington. DC 20463

May 17, 1996

Emily Rose DeGregono
14 Bob-O-l.ink L.ane
Northport, NY 11768-3305

MUR 4362
Dear Ms. DeGregono:

This letter acknowledges receipt on May 14, 1996, of your complaint alleging possible
violations of the Federal Election Campaign Act of 1971, as amended (“the Act”).
'he respondentis) will be notified of this complaint within five days.

You will be notified as soon as the Federal Election Commission takes final action on
vour complaint. Should you receive any additional information in this matter, please forward it
to the Office of the General Counsel. Such information must be swom to in the same manner
as the original complaint. We have numbered this matter MUR 4362. Please refer to this
number in all future communications. For your information, we have attached a brief
description of the Commission's procedures for handling complaints

Central Enforcement Docket

Enclosure
Procedures




FEDERAL ELECTION COMMISSION
Washington, DC 20463

May 17, 1996

Chet Szarejko
252-36 63rd Avenue
Little Neck, NY 11362

MUR 4362
Dear Mr. Szarejko:

T'his letter acknowledges receipt on May 14, 1996, of your complaint alleging possible
violations of the Federal Election Campaign Act of 1971, as amended ("the Act")
I'he respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Flection Commission takes final action on
your complaint. Should you receive any additional information 1n this matter, 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 4362. Please refer to this
number in all future communications. For your information, we have attached a brief
descnption of the Commission's procedures for handling complaints.

Colleen T. Sealander, Attomey
Central Enforcement Docket

Enclosure
Procedures




FEDERAL ELECTION COMMISSION
Washington. DC 20463

May 17, 1996

Claudia Doliner
14 Andover Road
Port Washington, NY 11050

MUR 4362
Dear Ms. Doliner:

This letter acknowledges receipt on May 14. 1996, of your complaint alleging possible
violations of the Federal Flection Campaign Act of 1971, as amended ("the Act™).
I'he respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Flection Commission takes final action on
vour complaint. Should you receive any additional information in this matter, please forward it
to the OfTice of the General Counsel. Such information must be swom to 1n the same manner
as the original complaint. We have numbered this matter MUR 4362. Please refer to this
number in all future communications. For your information, we have attached a brief
description of the Commission’s procedures for handling complaints.

Central Enforcement Docket

Enclosure
Procedures




FEDERAL ELECTION COMMISSION
Washington, DC 20463

May 17, 1996

Grant M Lally
345 Harbor Drive
Oyster Bay, NY 11771

MUR 4362

Dear Mr Lally.

T'he Federal Election Commussion received a complaint which indicates that you may
have violated the Federal Elecuon Campaign Act of 1971, as amended (“the Act"). A copy of
the complaint is enclosed. We have numbered this matter MUR 4362 Please refer to this
number 1n all future correspondence

Under the Act, you have the opportunity to demonstrate in wniting 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 appropriate, statements
should be submitted under oath. Your response, which should be addressed to the General
Counsel's Office, must be submitted within 135 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action based on the available
information.

This matter will remain confidential in accordance with 2 U.S.C. § 437g(aX4XB) and
§ 437g(a) 12X A) unless you notify the Commission in writing that you wish the matter to be
made public. If you intend to be represented by counsel in this matter, please advise the
Commission by completing the enclosed form stating the name, address and telephone number
of such counsel, and authorizing such counsel to receive any notifications and other
communications from the Commission.
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If vou have any questions, please contact Alva E. Smith at (202) 219-3400. For your
information, we have enclosed a brief description of the Commussion’s procedures for handling
complaints.

rely.

Colleen T. Sealander. Attorney

Central Enforcement Docket

I nclosures

I Complaint
2 Procedures

3 Designation of Counsel Statement
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GENMER . CIAMPOLI

ATTOWILYS AND COUNSELLORS AT LAW
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GLEN JEREMIAH GENTILE MAIN OFFICE
JOHN N. CIAMPOLI 1461 FRANKLIN AVENUE

OF COUNSEL GARDEN CITY. NEW YORK 11530
HARLAN WITTENSTEIN (516) 739-2041

NEW YORK (ITY OFFICE
e 1 204
June 30, 1996 SROGKLYIC WEW YORK 1208
(718) 7480017
Colleen T. Sealander, Esqg. S
Federal Election Commission STATE CAPITAL OFFICE
999 E Street NW : ;
Washington, D.C. 20463

RE: MUR 4362
PLEASE RESPOND TO
Dear Ms. Sealander:

We have been retained by Candidate Grant M. Lally and the Lally
campaign committee in connection with the above referenced
matter.

Enclosed herewith please find the response of the committee’s
treasurer to the allegations in the complaint.

On behalf of our client, we would want to put forth an offer to
amend the subject filings to reflect the attribution of
expenditures to the appropriate campaign cycle.

We would greatly appreciate the guidance of your agency in
determining whether the filings made by the committee during the
1996 calendar year are being considered by the commission, with a
new treasurer, Bruce Cozzens, Esqg., as made by a new committee or
continued filings by the 1994 campaign committee for the current
(1996 ) campaign cycle.

It is our belief that the affidavit submitted, together with
appropriate amendments, should resolve any remaining questions
raised by the complaint. Please advise the undersigned of any
further inquiries you might have. Please bear with us during the
days ahead as we will be actively engaged in the New York State
ballot access process for several clients, which carries with it
short statutes of limitations and heavy work loads.

Thank you for your consideration.
Very truly 8
GENTI ng CI

BY
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DAWN M. FASANO, being duly sworn, deposes and says under
the penalties of perjury:
ks That she 1is the Treasurer of the lLally for Congress
Committee, for the period of time question.
& . That she has reviewed the complaint in MUR 4362 and the
relevant disclosure filings mentioned therein.

The funds raised by the Lally for Congress Committee for
the period in question were used for the purposes of retiring debt
and obligations of the committee and maintaining the operations of
the Committee so th: 2 orts at debt reduction could be sustained.

The obligations and debts of the Committee retired by the

ralsed were as follows:
Thomas Ballau
John Plant
Prime NY

Long Is. Cathollc
Thomas Ballau

1,578. 0¢
500.00
5,500.00
1,575, 00
1,000.00
2,000.00
550.00
505.00
13,208.00

Anton Newspaper

DD D N D U B D W

TOTAL

- 38 The costs associated with fundraising/debt retirement
activities were as follows:

Nynex

Staples

Kinkos

AAA Stamp

Gourmet on the Go

Printing Plus
TOTAL

DN DN DD DN




6. The total amount allegedly received by the lLally Committee

was $19,681. ($8,211. + $11,470.)

The aggregate amount of debt retirement and associated
costs was $14,259.12 with $7,391.78 in cash remaining on hand.

I'he aggregate amount of monies relates to debt retirement
and assoclated activities as well as cash on hand was $21,650.90.
This amount exceeds the amount ralsed and undermines the allegation
that $5,000 was raised for the

T'he Committee has attribution letters from all
donors upon learning of this oblem. copy has been attached.

The Committee is in the process of amending its filings to

attribute expenditures to the 1994 campailgn.

DAWN M. FASA

Sworn to before me this
28th day of June, 1996

Notary Public
Lawreact A (a//\
N.M" 3"0‘

F Moo for ke _

d 02-4AC t)oﬂ
sy Co. 74197




FEDERAL ELECTION COMMISSION
999 E Street, N W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

SENSITIVE

DATE COMPLAINT FILED May 14, 1996
DATE OF NOTIFICATION May 17, 1996
DATE ACTIVATED: July 19, 1996

STAFF MEMBER: Xavier K McDonnell
SOURCE: Complaint
RESPONDENTS: Grant M. Lally

Lally for Congress and
Bruce Cozzens. as treasurer

4(bK8)

RELEVANT STATUTES: 2US.C.§ 43
2US.C. §432(ex!)

11 CER. §431(2)
R. §

M CF 104.11
INTERNAL REPORTS CHECKED: Disclosure Reports
FEDERAL AGENCIES CHECKED: None
L GENERATION OF MATTER
The complainants Claudia Doliner, Chet Szarejko and Emily Rose DeGregorio allege that
Grant Lally, a 1994 and 1996 New York 5th district Congressional candidate, violated 2 U.S.C.
§ 432(e)(1) by failing to timely file his statement of candidacy for the 1996 electoral cycle. The

candidate and Lally for Congress (“Lally campaign™ or “Committee™) have filed a response

denying the allegations. See Response, received on July 19, 1996 (“Response™).




1. FACTUAL AND LEGAL ANALYSIS
A. Applicable Law

I'he Federal Election Campaign Act of 1971, as amended. (the “Act™) requires each

candidate tor Federal ottice (other than the nominee for the otfice of Vice President) to designate

m wniting his or her authorized campaign commuttee. 21U S C §432(e) 1) Such designation
shall be made no later than 13 days atter beconming a “candidate 7 [d See also

ITCFR §1011 The Act defines a candidate as an individual who seeks nomination for
election, or election, to Federal office. and an individual 1s deemed to be a candidate 1t inter alia.
such individual has received contributions aggregating in excess of $3.000 or has made
expenditures aggregating m excess ot $5.0000 208 C 343120 A1 The Act requires that each
disclosure report filed state the amount and nature of outstanding debts and obhgations owed by
or to such political commuttee. 2 US.C. § 434(b)8). Debts and obligations must be
continuously reported unnl extinguished 11 C F R § 104 11ar Debts in excess of $500 must
be reported as of the date on which they are incurred. except that any obhgation incurred for rent.
salary or other regularly reoccurring administrative expense shall not be reported as a debt before
the pavment due date. 11 CF R §104.01(h)

A contribution that 1s not designated in wniting for a particular election is made for the
next election for Federal office held after such contribution is made. 11 C.F.R. § 110.1(bX2)Xii).
A candidate and his or her pohitical committee may accept contnbutions made after the date of
the election if such contnibutions are designated in writing by the contributor for that election and
if such contributions do not exceed the adjusted amount of net debts outstanding on the date the
contribution is received. 11 C.F R § 110.1(b)(3)u1). A contribution is considered redesignated

if it meets the requirements set forthin 11 CF.R § 110 I(h)SHm. ie., 1t is signed by the




e |

contributor, 1s obtained within sixty days of a contribution’s receipt. If a contribution is
redesignated by a contributor. the treasurer must report the redesignation in a memo entry on
Schedule A of the report covenng the period in which the redesignation is received. 11 C.F.R.
§ 104 8(du2).

B. Background Summary of Complaint and Respenses

Grant Lally ran tor Congress m New York's Sth Congressional district in 1994
[n 1ts first report atter the 1994 clection cyele, the Commuttee reported 1994 election cyvele debts
totahing $334 273, almost ali of which was owed to the candidate himiselt See Attachment | at |
and MUR 4128 The Commuttee’s 1994 non-candidate debt. totaling $14.281. was owed to
various vendors: $5.686 to Prime New York, $3.063 to NS Pedersen. $2.400 to Lawrence Lally.

$1.57% 10 L1 Catholic, $1.055 1o Anton Newspapers. and $300 1o John Plant. Attachment 1 at |

In 1995, the Commuttee recerved $19.681 in contributions; $8.211 dunng the first six
months and $11.470 during the second six months. Attachment | at 4-5, 10-11. The
Committee’s reports did not indicate that the $19.681 in contnibutions received were for 1994
debt retirement. During 1993, the Committee reported paying ott $8.630 of the $14,281 that had
been reported as non-candidate debt on its 1994 reports. Specifically, it reported paying Prime
New York $5.500,° Long Island Catholic $1.575. Anton Newspapers $1,055 and John Plant
$500. Attachment 1 at §, 9 and 16. Although the Comnuttee’s 1995 Year End Report continued
to include a $2.400 debt owed to Lawrence Lally, 1t omitted the $3.065 owed to N.S. Pedersen

Co. Id. at 16. In response 10 a request for information from the Reports Analysis Division, the

)
-

The Commuttee’s reports do not explain the ditference in the $5.686 debt owed to Prime
New York and the $5,500 1t actually paid.




Committee °s treasurer wrote that [a]fter reviewing our records, we found that this debt never
existed, and was nustakenly reported ™ Attachment | at 3

Grant Lally filed his Statement of Candidacy on June 3, 1996, after he was notified of
this complaint. According to the complainants, since only a portion ot the $19.681 1n
contributions received by the Committee during 1995 was used to retire debt from Grant Lallyv's
1994 campargn, Grant | ally should have filed his Statement of Candidacy for the 1996 election
cvele in 1995 See Complamt recenved on May 14, 1996, at page 2. As Mr Laily did not file his
1996 Statement until June 3. 1996, complamants allege he has violated 2 US C
§432(en 1

The Respondents submitted an atfidavit from Dawn Fasano, the treasurer of the Lally
campaign during the time in question. See Response Ms Fasano avers that the contributions
received dunng 1995 were erther used for the purpose ot retiring 1994 debt or not used at all.
The Commuttee acknowledges that 1ts 1993 reports did not indicate that the contnbutions were
made to retire 1994 debt. Although these contrzbutions were received after the 1994 election
cvcele. 1t does not appear that the Committee obtained written designations for them. Such
written designations would be required for contributions to be accepted for 1994 debt. See
11 C.F.R. § 110.1(b)3)1) and (111). The former treasurer avers that the Committee “has
requested attribution letters from all donors upon learning of the problem.™ Response at page 3.
T'he tormer treasurer used the word “attnbution.” but she appears to have meant “designation™ or

“redesignation.” Sgg 11 C.F.R § 110 1(b)k)3)and (3) " The Commuttee claims it will amend

We note that our review ol disclosure reports shows that these 1995 contributors had not
already given the maximum amount towards the 1994 ¢election cycle




its reports to properly disclose what election the contributions were given for, but to date there is
no dication that it has done so

I'he Committee states that $14.259 of the $19.681 rarsed in 1995 was “used for the
purposes of retining debts and obligations of the [CJommittee and maintaining the operations of
the Commuttee so that eftorts at debt reduction could be sustamed ™ Response at page 2.
Specitically. the Lally campaign states that durning 1995 1t pard 1994 debt totaling $13.208. and
that 1t spent $1.051 to raise funds 1o pay that debt. [d, at 2-3 Inciuded in the $13.208. however,
are three payments totaling $4.57X that had not been reported as 1994 debt Those three
payvments were paird to Thomas Ballau for “consulting fees™ as tollows: $1.000 on January 1,
1995, 82,000 on June 20, 1993 and S1.578 on July 11, 1993 Attachment 1 at 9 and 14. As tor
the remamning portion of the contributions recerved by [ally tor Congress during 1995, which
amounted to $3.422, the Commuttee asserts that none ot those tunds were spent. The Commitiee
thus argues that since none of the $19.681 1n contnibutions recerved duning 1995 was spent on
1996 electoral activities, they should not count towards Grant Lally’s 1996 candidacy threshold.

The Lally campaign’s reports show that duning the first six months of 1996 it made
expenditures totaling $16,076, most of which were for consulting services, office supplies,
telephones and advertising. As the attached chart shows, as of April 3, 1996, two months prior to
when the candidate’s Statement of Candidacy was filed. the Committee had expended $5.639
during 1996 alone  See Attachment 2.

C. Analysis

The information at hand raises questions concerning whether Grant Lally qualified as a

“candidate™ under Section 432(¢) 1) well betore he filed his Statement of Candidacy on June 3,




1996. The Committee’s reports disclose that it accepted $19.281 in contnbutions during 1995.
Although the Comnuttee now claims that a large portion of those contributions were used to pay
1994 debt, it did not report them as being designated for such debt. In fact, the Committee’s
response suggests that it 1s only now obtaining written designations for such contributions. Such
written designations were required for contributions to have been accepted tor the 1994 election
cvele after that evele. See 11 CEFR S TTO 1cha Sy Moreover, all contributions recerved
after the 1994 election cyele that were not designated in writing by contributors tor 1994 debt
retirement were considered to have been made with respect to the next election. in this case the
1996 primary  Sge [ CF R § 110 I(b)i2)i1) Thus, the evidence at hand suggests that by mid-
1995, the Lally campaign had accepted contributions in excess of $5.000 for the 1996 election
cvele. ' As Grant Lally did not file his Statement of Candidacy unul June 3. 1996, 1t appears that
he violated Section 432¢ex i)

I'he Commuttee asserts that the contributions that it recerved during 1993 should not
count towards the candidacy threshold because they were either spent paying oft 1994 debt or
were not spent at all. Yet the statute clearly provides that the candidacy threshold is tnggered by
either the receipt of contributions in excess of $5.000 or by the making of expenditures in excess

of $5.000. Sge 2 US.C. § 431(2)A). The Committee’s receipt of $19,681 in contributions that

- Because $7.711 of the $8.211 in contributions received by the Committee during the first

half of 1995 were unitemized, it 1s not possible to determine exactly when the threshold was
reached. It is clear, however, that the threshold was reach by mid July, 1995, fifteen days after
the last date covered by the 1995 Mid Year Report




appear to have been for the next election cycle was therefore itself sufficient 1o trigger the
Section 431(2)A ) contribution threshold

he Lally campaign’s reports and response suggest that during 1995-96 it may have also
spent in excess of $5.000 on 1996 electoral acuvity  The spending involved was undertaken well
betore Grant [ally tiled his Statement ot Candidacy on June 3. 1996 o begin wath. the
Committee made three payments totaling $4.578 to Thomas Ballau for “consulung fees™ during
1995 Although the Committee's response suggests that the $4.578 was tor 1994 debt. such debt
10 Mr Ballau was never reported at any tme duning 1994 Nor have the respondents provided
any independent evidence that this was 1994 debt, 1 e . mvorces, correspondence, ete. In
addition, even the 1995 reports which disclosed such payments did not indicate that they were tor
a previously owed debt 1f the payments made to Mr. Ballau. or any portion thereof, were for
1996 electoral activity . they would count towards Mr. Lally s Section 43102 )(A) spending
threshold tor candidacy. Moreover, when such payments are aggregated with those made by the
Lally campaign in 1996, Grant Lally's expenditures exceeded $5.000 by February 7, 1996,
almost four months pnor to when Mr. Lally’s Statement of Candidacy was filed. See
Attachment 2. In any event, the Lally campaign’s 1996 reports themselves indicate that by April

3, 1996, two months prior to when the Statement was filed. 1t had spent in excess of $5,000. Id®

L3

Even excluding the amount of those 1995 contributions assertedley spent paying 1994
debt, the Committee still accepted $5.422 during 1995, which would count towards the
candidate’s 1996 Section 431(2)(A) threshold and by 1tself tnigger the candidacy reporting
requirement.

- We note that during 1996 the Committee raised over $35.000 in contributions designated

for the 1994 election cycele. Itis currently unclear what portion of the expenditures made in 1996
were for the purpose of raising such contributions




I'hird. there is additional information at hand which suggests that Mr. Lally may have
been a candidate well betore he tiled his Statement of Candidacy. Specitically, a February 24,
1996 news article stated that Grant Lally “has been named™ by county “leaders™ to “oppose
Ackerman again 7 See Attachment 3 In addition, a March 12, 1996 news editorial referred to
Grant Lally as the “"Republican Congressional candidate ™ [d

Finally. the Lally campaign appears to have filed inaccurate information on 1ts 1994 Year
bEnd and 1995 Mid Year Reports As noted. the Commuttee had reported a debt of $3,065 to N.S
Pedersen Co. tor “printing. ™ Attachment 1 at 2. That debt was later omutted. and in response 10 a
request from the Reports Analysis Division, the Commuttee claimed that the “debt never existed.,
and was mustakenly reported 7 Attachment t at 3 [t thas explanation 1s correct, 1t would appear
that the Lally campaign and 1ts treasurer violated 2 U S O 8 434 by filing inaccurate
disclosure reports. In addition. 1t the services rendered by Mr Ballau for which he received
$4.578 1n 1995 were tor 1994 rather than for 1996 clectuion-related activity, as the Committee’s
response suggests, then the Lally campaign may have violated 2 US.C. § 434(b)(8) by failing to
report such debt when required :

In light of the foregoing information and unanswered questions and given that there is
already an ongoing investigation involving this same candidate and Committee which will make
possible resolving these issues with a limited amount of additional resources, see MUR 4128,

this Office recommends that the Commission find reason to believe that Grant M. Lally violated

' The debt was reported as a “consulting fee™ rather than as salary and, as noted, was paid

on January 20, June 20, and July 11, 1995. Thus, even if the payments were for 1994 activity,
they do not appear to have been a regularly reoccurring administrative expense that might be
permitted to be reported on the payment due date. S¢g 11 CF R § 10411,




2U.S.C.§ 432(e)1) by faihng to timely file his statement of candidacy and that Lally for
Congress and Bruce Cozzens, as treasurer, violated 2 U.S.C. § 434(a) by inaccurately reporting
debtand 2 U.S.C. § 434(b)(8) by failing to report debt.
1.  RECOMMENDATIONS

I Find reason to believe that Grant M. Lally violated 2 U S.C§ 432(ex1).

2 bind reason 1o behieve that [ally for Congress and Bruce Cozzens, as treasurer.
violated 2 U S C 85 434(a) and 434buK)

3 Approve the appropriate letters

[.awrence M. Noble
General Counsel

_ /foe /4
Date f Lois G.
Associate General Counsel

Attachments

1. Disclosure reports

2. Chan
3. News Articles
4. Factual and L.egal Analysis
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Grant M. Lally;

Lally for Congress and Bruce
Cozzens, as treasurer.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on December 3, 1996, the
Commission decided by a vote of 5-0 to take the following
actions in MUR 4362:

&5 Find reason to believe that Grant M. Lally
violated 2 U.8.C. § 432 (e) (1) .

Find reason to believe that Lally for

Cocngress and Bruce Cozzens, as treasurer,

violated 2 U.S.C. §§ 434(a) and 434(b) (8).

Approve the appropriate letters, as

recommended in the General Counsel's Report

dated November 26, 1996.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

[£-4-3¢ :
Date ' rjorie W. Rmmons
Secretary of the Commission

Received in the Secretariat: Tues., Nov. 26, 1996 2:39 p.m.
Circulated to the Commission: Wed., Nov. 27, 1996 11:00 a.m.
Deadline for vote: Tues., Dec. 03, 1996 4:00 p.m.

mwd




FEDERAL ELECTION COMMISSION

WASHING TON DO J04n )

December 16, 1496

RETURN RECEIPT REQUESTED

John Ciampoli, Fsquire
1461 Franklin Ave
Garden City, New York 11530

RE: MUR 4128 and MU/R 4362

Dear Mr. Ciampoli

On May 17, 1996, your clients Grant M. Lally, Lally for Congress (“Committee’™) and
Bruce Cozzens. as treasurer, were notified of a complaint alleging violations of certain sections
of the Federal Flection Campaign Act of 1971, as amended ("the Act™) A copy of the
complaint, marked as MUR 4362, was forwarded to your clients at that ume

Upon further review of the allegations contained in the complaint, and information
supplied by your clients, the Commission, on December 3, 1996, found that there is reason to
belicve that Grant M. Lally violated 2 U.S.C. § 432(e) 1) and that the Committee and its
treasurer violated 2 U.S.C. § 434(a) and 434(b), provisions of the Act. The Factual and Legal
Analysis, which formed a basis for the Commission's finding, is enclosed for your information.

You may submit any factual or legal matenals that you believe are relevant to the
Commission's consideration of MUR 4362. Please submit such materials to the General
Counsel's Office within 15 days of receipt of this letter. Where appropriate, statements should be
submitted under oath. In the absence of additional information, the Commission may find
probable cause to believe that a violation has occurred and proceed with conciliation. This
matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4)XB) and
437g(aX 12X A) unless you notify the Commission in writing that you wish the matter to be made
public.

This letter is also to notify you that pursuant to the investigation in MUR 4128, the
Commission has authorized the enclosed Subpoenas requiring Grant M. Lally, Lawrence
M. Lally and Utewolf Lally to appear to give sworn testimony which will assist the Commission
in carrying out its statutory duty of supervising compliance with the Act. The enclosed
Subpoena to Utewolf Lally also requires the production of documents. The dates and times for
the depositions and for document production are provided in the enclosed Subpoenas.




MURs 4128 & 4362 ’ '

John Ciampoli, Esquire
Page Two

Pursuant to 11 C.F.R. § 111.14, a witness summoned by the Commission shall be paid
$40, plus mileage. Subsequent to the deposition, your chents will be sent a check for the witness
fee and mileage.

Within two days of your receipt of this notification, please confirm the scheduled
appearance with Xavier McDonnell at (202) 219-3400

Sincerely,

Sulnd Ut

¢e Ann Fliott
(Chairman

I nclosures

Factual and [.cgal Analysis
Subpoenas

cc: Lally and Lally, Esquires
220 Old Country Road
Mineola, New York 11501




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
MUR: 4362
RESPONDENTS: Grant M. Lally
I ally for Congress and
Bruce Cozzens, as treasurer
GENERATION OF MATTER
The complainants Claudia Doliner, Chet Szarejko and Emily Rose DeGregorio allege that
Grant Lally, a 1994 and 1996 New York 5th district Congressional candidate, violated 2 U.S.C.
§432(ex 1) by faling 1o umely file his statement of candidacy for the 1996 electoral cyvele The
candidate and [ ally for Congress (“Lally campaign™ or “Commitiee™) have filed a response
denying the allegations
II. APPLICABLE LAW
The Federal Flection Campaign Act of 1971, as amended, (the “Act™) requires each
candidate for Federal office (other than the nominee for the office of Vice President) to designate
in wrting his or her authorized campaign committee. 2 US.C. § 432(eX1). Such designation
shall be made no later than 15 days afler becoming a “candidate.” ]d. Sce also
11 C.F.R. § 101.1. The Act defines a candidate as an individual who seeks nomination for
election, or clection, to Federal office, and an individual is deemed to be a candidate if, inter alia,

such individual has received contributions aggregating in excess of $5,000 or has made

expenditures aggregating in excess of $5,000. 2 U.S.C. § 431(2XA). The Act requires that cach

disclosure report filed state the amount and nature of outstanding debts and obligations owed by

or to such political committee. 2 U.S.C. § 434(b)X8). Debts and obligations must be




continuously reported until extinguished. 11 C.F.R. § 104.11(a). Debts in excess of $500 must
be reported as of the date on which they are incurred, except that any obligation incurred for rent,
salary or other regularly reoccurring administrative expense shall not be reported as a debt before
the payment due date. 11 C.F R. § 104.11(b).

A contribution that is not designated in writing for a particular election is made for the
next election for Federal office held after such contribution is made 11 C F R, § 110.1(b)}2)ii).
A candidate and his or her political committee may accept contributions made after the date of
the election if such contributions are designated in writing by the contributor for that election and
1if such contributions do not exceed the adjusted amount of net debts outstanding on the date the
contnbutton is recenved. THOF RS THO Tibx 3 A contnibution 1s considered redesignated
tf 1t meets the requirements set forthin 11 CF R § 110.1tb)S)n), i e, it is signed by the
contributor, is obtained within sixty days of a contribution’s receipt. 1f a contribution is
redesignated by a contnibutor, the treasurer must report the redesignation in a memo entry on
Schedule A of the report covering the period in which the redesignation is received. 11 C.F.R.

§ 104 8(dx2).
. SUMMARY OF COMPLAINT AND RESPONSES

In its first report after the 1994 election cycle, the Committee reported 1994 election

cycle debts totaling $334,273. Of that amount, it reported non-candidate debt, totaling $14,281,

that was owed to various vendors: $5,686 to Prime New York, $3,065 to N.S. Pedersen, $2,400
to [.awrence Lally, $1,575 to L.1. Catholic, $1,055 to Anton Newspapers, and $500 to John Plant.
During 1995, the Committee received $19,681 in contributions; $8,211 in the first six

months and $11,470 during the second six months. The Committee’s reports did not indicate




that the $19,681 in contributions received were for 1994 debt retirement. During 1995, the

Committee reported paying off $8,630 of the $14,281 that had been reported as non-candidate

debt on its 1994 reports. Specifically, it reported paying Prime New York $5,500, L.ong Island

Catholic $1,575, Anton Newspapers $1,055 and John Plant $500. Although the Committee's
1995 Year Fnd Report continued to include a $2,400 debt owed to Lawrence Lally, it omitted the
$3.065 owed to N S Pedersen Co. In response to a request for information from the Reports
Analysis Division, the Comimittee s treasurer wrote that [a]fter reviewing our records, we found
that this debt never existed, and was mistakenly reported.™

According to the complainants, since only a portion of the $19,681 in contributions
recerved by the Commuttee during 1993 was used to retire debt from Grant Lally's 1994
campaign, Grant Lally should have filed his Statement of Candidacy for the 1996 election cycle
in 1995 As Mr Lally did not file his 1996 Statement until June 3, 1996, complainants allege he
has violated 2 U S.C §432(ex 1)

['he Respondents submitted an affidavit from Dawn Fasano, the treasurer of the Lally
campaign during the time in question. Ms. Fasano avers that the contributions received during
1995 were either used for the purpose of retiring 1994 debt or not used at all. The Committee
acknowledges that its 1995 reports did not indicate that the contributions were made to retire
1994 debt. The former treasurer avers that the Committee “has requested attribution letters from
all donors upon learning of the problem.” Although the treasurer used the word “attribution” she

appears to have meant “designation™ or “redesignation.” See 11 C.F.R. § 110.1(bXk)X3) and (5).

' The Committee’s reports do not explain the difference in the $5,686 debt owed to Prime

New York and the $5,500 it actually paid.




The Committee claims it will amend its reports to properly disclose what election the
contrnibutions were given for, bat to date there 1s no indication that it has done so.
The Committee states that $14.259 of the $19,681 raised in 1995 was “used for the

purposes of retiring debts and obligations of the [CJommuttee and maintaining the operations of

the Commuittee so that efforts at debt reduction could be sustained ™ Specifically, the Lally

campaign states that during 1995 1t paid 1994 debt totaling $13,208 and that it spent $1,051 to
raise funds to pay that debt  [ncluded in the $13. 208, however, are three payments totaling
$4.578 that had not been reported as 1994 debt. Those three payments were paid to Thomas
Rallau for “consulting fees™ as follows: $1,000 on January 1, 1995, $2,.000 on June 20, 1995 and
$1,578 on July 11, 1995 As for the remaining portion of the contnbutions received by Lally for
Congress during 1995, which amournited to $5,422, the Commttee asserts that none of those
funds were spent. The Commuttee thus argues that since none of the $19,681 1n contributions
received during 1995 was spent on 1996 clectoral activities, they should not count towards Grant
Lally’s 1996 candidacy threshold.

I'he Lally campaign’s reports show that duning the first six months of 1996 it made
expenditures totaling $16,076, most of which were for consulting services, office supplies,
telephones and advertising. As the attached chart shows, as of Apnl 3, 1996, two months prior to
when the candidate's Statement of Candidacy was filed, the Committee had expended $5,639
during 1996 alone.

IV.  ANALYSIS
The information at hand raises questions concerning whether Grant Lally qualified as a

“candidate™ under Section 432(e) 1) well before he filed his Statement of Candidacy on June 3,




1996. The Committee’s reports disclose that it accepted $19,281 in contnbutions during 1995.
Although the Committee now claims that a large portion of those contnbutions were used to pay
1994 debt, it did not report them as being designated for such debt. In fact, the response suggests
that the contributors had not designated in writing that their contributions by used for 1994 debt.
Such wnitten designations were required for such contributions to have been accepted at that time
for the 1994 clection ¢vele. See 1T C R § THO 1(by 3 i), Under the Commission's
regulations, all contributions received after the 1994 election cycle that were not designated in
writing by contributors for 1994 debt retirement were considered to have been made with respect
to the next election, in this case the 1996 primary. Thus, the evidence at hand suggests that by
mid-1993 the Lally campaign had accepted contnbutions in excess of $5,000 for the 1996
election cycle As Grant Lally did not file his Statement of Candidacy unul June 3, 1996, it
appears that he violated Section 432(ex( 1)

[he Committee asserts that the contributions that it received during 1995 should not

1
1

count towards the candidacy threshold because they were either spent paying off 1994 debt or

were not spent at all. Yet the statute clearly provides that the candidacy threshold is triggered by
gither the receipt of contrnibutions in excess of $5,000 or by the making of expenditures in excess
of $5,000. See 2 U.S.C. § 431(2XA). Thus, the Committee's receipt of $19,681 in contributions

that appear to have been for the next election cycle was itself sufficient to trigger the Section

431(2XA) contnbution threshold ,

2

Even excluding the amount of those 1995 contributions assertedley spent paying 1994
debt, the Committee still accepted $5,422 during 1995, which would count towards the
candidate's 1996 Section 431(2XA) threshold and by itself trigger the candidacy reporting
requirement.




I'he Lally campaign’s reports and response suggest that during 1995-96 it may have also
spent in excess of $5,000 on 1996 electoral activity - The spending involved was undertaken well

before Grrant Lally filed his Statement of Candidacy on June 3, 1996. To begin with, the

Committee made three payments totaling $4.578 10 Thomas Ballau for “consulting fees™ during

1995 Although the Committee’s response suggests that the $4,578 was for 1994 debt, such debt
to Mr Ballau was never reported at any time during 1994, Nor have the respondents provided
any independent evidence of the debt, 1 e . invoices, correspondence, ete  In addition, even the
1995 reports which disclosed such pay ments did not indicate that they were for a previously
owed debt I the payments made to Mr. Ballau, or any portion thereof, were for 1996 electoral
tiaty, they would count towards Mr. Lally's Secuon 431(2)(A ) spending threshold for

candidacy Morcover, when such payments are aggregated with thase made by the Lally
campaign i carly 1996, the Commuttee appears to have spent in excess of $5,000 by February 7,
1996, almost four months prior to when Mr Lally's Statement of Candidacy was filed. In any
event, the Lally campaign’s 1996 reports themselves indicate that by Apnl 3, 1996, two months
prior to when the Statement was filed, it had spent in excess of $5,000

[hird, there 1s addittional information at hand which suggests that Mr. Lally may have
been a candidate well before he filed his Statement of Candidacy. Specifically, a February 24,
1996 news article stated that Grant Lally “has been named™ by county “leaders™ to “oppose
Ackerman again " See Attachment. [n addition, a March 12, 1996 news editorial referred to
Grant Lally as the "Republican Congressional candidate.™ ]d.

Finally, the Lally campaign appears to have filed inaccurate information on its 1994 Year

End and 1995 Mid Year Reports. As noted, the Committee had reported a debt of $3,065 to N.S.




Pedersen Co. for “printing.” That debt was later omitted, and in response to a request from the

Reports Analysis Division, the Committee claimed that the “debt never existed, and was
mistakenly reported.”™ If this explanation is correct, it would appear that the Lally campaign and
its treasurer violated 2 U S.C. § 434(a) by filing inaccurate disclosure reports. In addition, if the
services rendered by Mr Ballau for which he received $4,578 in 1995 were for 1994 rather than
for 1996 election-related activity, as the Commuttee’s response suggests, then the Lally campaign
may have violated 2 U S.C.§ 434(b)R) by tailing to report such debt when required .

In light of the foregoing information, there 1s reason to believe that Grant M. Lally
violated 2 S .C§ 432(ex 1) by failing to timely file his statement of candidacy and that Lally
for Congress and Bruce Cozzens, as treasurer, violated 2 U S € § 4344a) by naccurately

reporting debt and 2 U S C. § 434(b)(8) by failing to report debt.




[.ALLY AND LALLY

ATTORNFEYSX AT | AW
THR NASSAH MmN DING
WO OLD COUNIRY ROAD
MINFOLA MIW YDRK 180}

(m14) 741 DAGS PACHIMILE NUMBRR
(016) 748-DANND

Decanber 23, 1996

Xavier McDonnell, FEeq.
Federa'! Elertinn Commission
office of the Ganeral (Council
999 E StLrmat, N.W,
Washington, D.C, 20463 [=
L]

Re: MUR 44120 & MUR #4262 ~

Dear Mr. McDonnell: £
~—

In response tc the subpoenas i{srued by your office, I wsﬂld
like to request that the subpoenas for Grant M. Lally, Lawren .
Lally, and Ute W. Lally scheduled for January 13-15%, 1997_be
reacheduled for January 30, 31 and February 1, 1997 at the $me
time and location.

The purpose for this request to reschedule is to allow
additional time to prepare for the depositions due to thea proximity
of the holidays, and because my attorney, John Ciampoli, Esg., is
genera.ly not available on Mondays or Tuesdays during the first
quarter of the year.

Tn addition, 1 would like to confirm that the date to respond
to MUR #4128 and MUR #4362 has been extended on consent to January
15, 1987.

Pileane feel free to contact me should any other dates prove
more convenient to you, and thank you for your courtesy and
consideration in this regard.

Vary truly yours,

W
GRANT M. LALLY

GML:1las
cc: John Ciampoli, Esqg.
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BEFORE THE FEDERAL ELECTION COMMYSSION -

In the Matter o
Lally tor Congress
and Bruce Cozzens., as treasurer MUR 4128
Grant M [ alh MUR 4362
Lawrence M Lally, er al
GENERAL COUNSEL'S REPORT

BACKGROUND

[n MU R 4128, based upon evidence that 1994 candidate Grant M Lally had received
over $300.000 1 excessive contributions, on May 16, 1996, the Commussion found reason to
believe that Lally tor Congress and 11s treasurer violated 2 1S € §§ 44 1ai1) and 434(b). that
Grant M Lallv violated 2 U S.C ¢ 445 act) and that his father and tormer treasurer
Lawrence M Lallv violated 2 U S C ¢ d4lacax 1 kAL On September 12, 1996, the Commission
approved Subpoenas to depose. irer alia. Grant and Lawrence Lally in connection with MUR
4i28

In MUR 4362, on December 3. 1996, the Commisston tound reason to believe that
Grant M Lally violated 2 U.S.C. § 432(e) 1 ). and that Lally for Congress and Bruce Cozzens, as
treasurer, violated 2 U.S.C. § 434(a) and (b)(8). Although the complaint in MUR 4362 al'eged
that the former candidate had failed to file his 1996 Statement ot Candidacy. some of the issues
in MUR 4362 relate back to the Lally campaign's actuivities in the 1994 election cycle. The
depositions of Grant and Lawrence Lally are scheduled to be held later this month. In order to
facilitate the resolution of MUR 4362, this Otfice recommends that the Commission extend the
scape of the previously approved deposition subpoenas so that they encompass activities at issue

in MUR 4362 The respondents will be notified of this determination prior to their depositions.




1. RECOMMENDATIONS

1. Extend the scope of the previously approved deposition subpoenas in MUR 4128 to
Grant M Lally and Lawrence M Lally so as to include activities at issue in MUR 4362

2. Approve the appropriate letter

] 0is G [ emner
\ssoctate General Counsel

Staft Assigned: Xavier K. McDonnell




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Lally for Congress and Bruce MURs 4128 & 4362
Cozzens, as treagurer;

Grant M. Lally;
Lawrence M. Lally, et al.

ERT ATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on January 8, 1997, the
Commission decided by a vote of 4-0 to take the following
actions in MURs 4128 & 4362:

1. Extend the scope of the previously approved

deposition subpoenas in MUR 4128 to Grant M.
Lally and Lawrence M. Lally sc as to include
activities at issue in MUR 4362.

Approve the appropriate letter, as
recommended in the General Counsel's Report
dated January 2, 1997.

Commissioners Aikens, Elliott, McGarry, and Thomas voted
affirmatively for the decision; Commissioner McDonald did not

cast a vote.

Attest:

[-9-21 e . Lrtane

Date rjorie W. Emmons
Secrefary of the Commission

Received in the Secretariat: Pri., Jan. 03, 1997 10:36 a.nm.
Circulated to the Commission: Pri., Jan. 03, 1997 12:00 p.m.
Deadline for vote: Wed., Jan. 08, 1997 4:00 p.m.

mwd
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FEDERAL ELECTION COMMISSION

« | idts |

January 7, 1997

FAXED AND MAIL

Grant M. [ ally, Esq.

I ally and [ ally
Attarneys at [aw

220 Old Country Road
Mineola, NY 11301

Re. MUR 4128 and 4362
Dear Mr Lally

A5 we discussed by telephone. this office has agreed to reschedule the depositions
ot Grant M Lally, Lawrence M Lally and Ute W Lally for January 29, 30. and 31. 1997

at the same times and location

In addition, an extension in MUR 4362 has been granted until January 185, 1997

tor vour response

Should you have any questions, feel free to contact me at (202)219-3690.
Sincerely,
Xavier McDonnell

¢¢: John Crampoli, Esq.
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FEDERAL E1LEC THON COMMISSION

January 8, 1997

\ﬁt‘ht‘”t‘ Cox

541 Clark Place,
Umondell, NY 11553

RE: MURs 4128 and 4362

Dear Ms Cox:

I'his is to confirm your services for the depositions scheduled for January 29, 30,
and 31, 1997 at 9 30am until 4 30pm at the U S, Attorneys office in Room A on the third
floor  Mr. Xavier McDonnell is the attorney of record in this matter

Should you have any questions regarding this matter, feel free to contact me at
(202) 219-3690

Sincerely,

;;L;f etk X Gex

Deborah [ Rice
Paralegal
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FEDERAL FLECTION COMMISSION

January 8, 1997
L' S Attorneys Office
Fastern District of New York
825 Fast Gate Blvd.,

Garden City, New York 11530

Re: MURs 4128 and 4362
Confinmation ot Depositions on January 29, 30, and 31, 1997

Dear Ms. Desinor:

s is to confirm the use of Room A on the third floor of the U.S. Attorneys
» for depositions on January 29, 30, and 31, 1997 at 9:30am unul 4:00pm.

Should you have any questions regarding these dates or times, feel free to call me
at (202) 219-3640)

Sincerely,

Aetssal K. Kae

Deborah L. Rice
Paralegal
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WASHINGTOMN D [P

January 15, 1997
Y1A FAX AND FIRST CLASS MAIL

John Ciampoli, Esquire

Gentile & Ciampoli

1461 Franklin Ave.

Garden City, NY 11530 RE: MUR 4128
MUR 4362

Dear Mr. Ciampoli:

This is a follow-up to our telephone conversation on January 14, 1996, in which vou
quested information about DCCC v, FEC, Civil Action No. 96-0764, (1996). As you are
aware, that case, in which the complainant in MUR 4128 sued this agency, was dismissed on
November 18, 1996, During our conversation, you inquired about what information related to
MUR 4128 may have been released to the DCCC or to the public.

e

T'he statute allows a complainant to file a lawsuit against the FEC if the agency fails to
tahe action on his or her complaint within 120 days of when it was filed. See 2 U.S.C.
§437g(a)8). Aslindicated during our discussion, in accordance with the confidentiality
requirements of 2 U.S.C. § 437g(a) 12), no documents produced by your clients in connection
with MUR 4128, and no documents created by or gathered by the Commission in the course of
its investigation in this matter, were provided to the court or to the DCCC. However, to establish
that the Commission had taken action in MUR 4128, it submitted to the court under seal a
chronology of the events that occurred in the administration of the complaint in MUR 4128. The
DCCC is under a protective order which prohibits it from sharing any information provided to it
in the course of the litigation in DCCC vy, FEC. The protective order will not be vacated until a
motion is made by this agency, which will occur at the conclusion of MUR 4128 when the
provisions of 2 U.S.C. § 437g(aX 12) no longer apply.

With respect to the upcoming depositions, as | indicated during our conversation on
January 14, the Commission has extended the authority of the deposition subpoenas so that they
now include the activities at issue in MUR 4362. If you have any other questions, I can be

reached at (202) 219-3400.
Sincerely,
,X an, K/VMZW
avier K. McDonnell

Celebeating the ( ammm Anmversary

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED




FEDERAL ELECTION COMMISSION

WASHINGTON D 20461}

February §, 1997

John Ciampoli, Esquire

Gentile & Ciampoli

1461 Franklin Ave.

Garden City, NY 11530 RE: MUR 4128 & MUR 4362

Dear Mr. Ciampoli:

As I indicated during our call today, I have compiled from my notes a list of documents
and information that your clients indicated that they would be willing to provide in connection
with the above-referenced matters. As I also informed you, although I believe that the following
list is complete, it has been prepared in advance of our receipt of the deposition transcripts which
may disclose additional items. The items on my list include:

1. A copy of Grant Lally's 1995 income tax return (with all attachments).

2. A complete copy of the Deed for 1527 Bantam Place between Grant Lally and
Lawrence Lally, dated May 24, 1994.

3. An explanation for the discrepancy between Grant Lally's reported 1994 income of
$102,000 and checks received by Grant Lally from Lally and Lally during 1994, which totaled
over $135,000.

4. An explanation for the discrepancy between the $116,000 in checks l.awrence Lally
issued to Grant Lally in 1994 and the $118,000 that, according to your July 19, 1996 response,
was paid for the property located at 1527 Bantam Place in the Bronx. Please include evidence of
any payment(s) made to Grant Lally by Lawrence Lally for such property in 1995.

S. Evidence related to the source of the $8,545 deposited in the law firm account on or
about August 26, 1994 (account # ).

6. Copies of the letter(s) that Lawrence Lally sent to Home Federal Savings Bank
requesting information about the loan Lawrence and Ute Wolff Lally obtained from that
institution in May of 1994.

Celetratiog the (ommusseon s J0th Anmver i,

YESTERDAY, TODAY AND TOSNMORRE MWW
OtDICATED TO XEEPING THE PLBLIC INTOKAED




Letter to John Ciampoli, "~ juire
MUR 4128 & MUR 4362

7. Evidence showing what became of the $16,000 received from Michael Adomato on or
about August 30, 1995, 1.e., bank deposit slips, bank statements, correspondence, etc.

8. Evidence or information related to any suit(s) commenced by Lawrence Lally
involving property located at 345 Centre Island Road in Oyster Bay.

9. Any evidence related 1o services provided by Theresa White 10 Lally for Congress,
1.e.. checks, check registers, agreements, documents created by Ms. White, etc.

10 Evidence related 1o any agreement between Tom Ballau and Lally for Congress, and
payments made to Mr. Ballau during 1995,

11 Esidence related to the debt owed to N.S. Pederson that was reported in the
committee’s 1994 and 1995 disclosure reports but was then later omitted.

12 Information disclosing Lally and Lally's gross income for 1993 and 1995.

During our discussions, you also indicated that you would be representing Mr. and Mrs.
Schurm. [ have therefore enclosed a designation of counsel form which must be signed by them
before I may provide you with the Commission’s Subpoenas or discuss them with you.

In a letter dated December 23,1996, Grant Lally requested an extension of until January
15,1997, to respond to the Commission’s findings in MUR 4362. To date, no response has been
submitted. In addition. dunng our discussions you have inquired about conciliation, specifically
with respect to MUR 4362, Please note that any request for conciliation prior to a finding of
probable cause must be made in wniting. See 11 C.F.R. § 111.18(d).

As | said earlier today, to arrange a timetable for the production of these documents
and’or information, please call me at (202) 219-3400.

Sincerely,
camer L oAl

)év\lcr K. McDonnell
Attomey

Enclosure

Designation of Counsel form
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FEOERAL FLEC TION C OMMISSION

WASHINC IO [0 20dn )

March 3, 1997
CERTIFIED MAIL
RETURN RECEIPT REQUESTED
John Crampohi. Esquire

1461 Franklin Ave
Garden City, New York 11530

RE MUR 128 and MUR 4362
Dear Mr. Ciampoli:
Pursuantto 11 CF R 3 111 14, a witness summoned by the Commission shall be
paid $40, plus mileage. Inclosed please tind witness fees for your clients in the

above-captioned matter

If vou have any questions, please contact me at (202) 219-3690 or
(800) 424-9530

Sincerely,

y@m /f

Xavier K. McDonnell
Attorney

Enclosures:
Checks for:

15-51
Wnited Htates Crensmry s © soo-eo2-032

02 18 97 77 PHILADELPHIA, PA 2036 99282161
260961 05 DAWN FASANO 95350001

- Check No.

Pay to

FE € WASH BC
the order o DAWN FASANO : A o 2 |
- geneasg0+00
{ RS e’ &

VOIS AFTER ONE YEAR

. o
PO NO 7AW024 WITNESS FEE ["""""‘l

- e

w2036 4 12J000005 4852 992824640F 010297




DAWN FABANO
2529 36éth Avenue
Astoria, M.Y. 11106

March 7, 1997

Xavier McDonnell, Esgq.

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

TO WHOM IT MAY CONCERN:

In early, 1996, I reviewed the outstanding debts of Lally for
Congress. As part of my review, I contacted N.S. Pederson & Co.
regarding a $3,065.40 debt listed as due.

The accounts representative from N.S. Pederson informed me
that there were no bills due and owing and that all bills had been
paid by the Committee during the 1994 campaign.

We concluded that the $3,065.40 listed as due was in error.

Very truly yours,
—
~_wj)kv¢7~f‘?6~4.g4~¢'

DAWN FASANO




Trresa A WHiTre
ATTORNEY A LAW
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Muarch 22, 1994

Grant M Lally, Esq

Ny

222 Old 'uuntr_» Nuad

Mineola, N Y 1150]
Re Congressional Race - SthC D
Dear Grant

I'he tollowing 1s a proposed retamner agreement tor my services as manager of your
primary and general election campaigns for the fifth congressional district

Services included as part of thus retainer are  dav to day operations of all campaign
neadquarters, coordination and preparation of mailings. pnnt media, adio, television,
etc . communication with local party headquarters. oversight of campaigi staff, meetings
with consultants, oversight of volunteer coordinators, preparation and distribution of
campaign material, coordination of fundraising events. management of gcneral campaign
activities

In hight of the time that will be neccessary to effectively run the campaiun as well as the
ume off from my law practice, the following 1s a proposed compensation schedule

-

Ddigy Keiamner

1/1/94 t0 4/1/94(part ume) $5000 00
4/1/94 10 7/1/94(part ume) $5000 00
7/1/94 to 9/1/94(full ime) $5000 00
9/1/94 to 10/1/94(full time) $5000 00

10/1/94 to 11/1/94(full ume) $5000 00




Part time denotes ten (10) to forty(40) hours per week devoted to campugn work Full
uime indicates forty (40) hours plus Retainer compensation due on lasi date of periods

indicated

Please let me know if these terms are apreeable | look forward to a succossful campaign!

S/';Oﬂlly.

P, .
éc(sa A White
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Scpiember |

[ awrence [ally, Treasurer

Fally tor Congress Uonmitiee
220 O Country Road
Mineola, N Y 11501

Message of September 2

Dear N Lally

Fhis letter 15 in resps

MISE B0 N

]

reterning me to Canon Four of the Code ot

Confidences and Seciets ot a Chent

I tail 1o see the reteyx ance of this Cun

are aware | oniv served the camp i th

retamed on cual

that

was | ever sohcited o1
attorney It unquestionable

The can "

as an
pohucal and lewal Forunis
striictly pohtical m nature  1tas

campaign 10 now asscrt that my rol

advisor

Finallv. [ do not know what information vou

CMWhar

) \

Seplember

b Fodas 1994 S 26 pm,
Protessional Respornsibibity (Preservation of

the congressional campaign - As you
At no time
Fover consulted in my capacity
deniticant diflerence between the
ot parniapated were at all nmes
Lo distortion of the facts for the
was that of an attorney or legal

FoCampaen manager

are Inving 1o prevent from being disclosed |

can only take your actions to be an attempt 1o dissuade me from engaging in political
discussions which vou beheve would be politically (or lecallvi damaging to your campaign

and/or candidate

I would now ask that all of those connected with the Laily tor Congress campaign cease
attempts to contact me. particularly by using e Ll as aovehicle Tor this purpose

Sincerely

-
s

s/ /y
.‘l L] b-‘ (924 '(

{
Zn &

Teresa A White
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ATTORNEYS AT | AW
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(B0 742 -R% 00

(%16%) 731-20969¢4

March 12, 1997

Xavier McDonnell, Esgqg.

Office of the General Counsel
Federa]l Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 4128 & MUR 4362

Dear Mr. McDonnell:

Your correspondence of February 5, 1997 was only received by
me on March 4, 1997. Please forgive the delay, however, if you
provide me with a copy of any future requests, I will try to

respond as quickly as possible to you. When the New York
lLegislature 1is in session, Mr. Ciampoli 1is usually in Albany,
therefore, this will insure that I receive a copy to which I can
timely respond.

In accordance with our telephone conversation of March 10,
please accept this letter as a request for conciliation of MUR
4362.

In response to your request for documents, I am enclosing
documents concerning items 2, 5, 7 and 9. I understand that you
have already received items 1 and 8.

The difference referred to in item 3 between Grant Lally’s
income of $102,000.00 and the $135,000.00 he received is detailed
as follows: $10,000.00 paid from Lawrence M. Lally to Grant M.
J.ally for his interest in Museum Source, Ltd., and $23,000.00 is a
pay-out of part of the indebtedness owed by Lawrence M. Lally to
Crant M. Lally and Margaret and Kurt Schurm.

The $2,000.00 referred to in Paragraph 4 was paid on October
26, 1995 as final payment for the conveyance of Grant Lally’s
interest in the Bronx property. The check is attached.




The letter forwarded to Home Federal Savings Bank requesting
information on the loan of May, 1994 cannot be located.

There was no written agreement with Tom Ballou concerning
services or payment. A N.S. Pederson debt that was reported in
1994 was erroneously listed as N.S. Peterson maintained in 1995
that all bills had been paid. Annexed hereto is a letter from Dawn
Fasano regarding the same.

The gross income of Lally & Lally, Esgs. for 1993 was
$100,097.00 and 1995 was $92,564.

The Home Federal Savings Bank loan of $50,361.45 was paid on
March 23, 1995.

The $120,000.00 check received on the sale of Bantam Place,
Bronx, New York, was deposited in Fleet Bank, Reai Property Account
] A copy of the deposit slip is attached.

The L. Lally Enterprise, 1Inc. Account #
maintained at Fleet Bank, Hempstead, New York.

Please advise if you require any further requests.
ruly yours,

ENCR M. LALLY

0y
7
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ONIAY YOUR LAWYES - “SORE SI6MING TIIS mrm-.| WSTP “AENT SHOWLD B VSID BY LAWYEES OMLY

THIS INDENTURE, adc the < nineteen | ired and A
BETWEEN

Harteor
party ol the hrst part, and

party of the second jart,

WITNESSETH, that the jarts of the fret jart o Fen Tt ol giles el
waid by the party e second part, does hereby grant reie e part. 0t the second part, t i1y
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FEDERAL FLEC TION € CINM

April 4. 1997

John Ciampoli. Esquire
1461 Franklin Ave
Garden City, New York 113530

RE MIUR 4128 and MUR 4162

Dear Mr Ciampoli:

As [ informed vour office in February, at vour request the deposition transcnpts
tor vour clients in the above-captioned matters were sent to the US. Attorney’s Office in
Garden City for therr review and signature. We have been informed that to date the
transcripts have not been reviewed or signed. [t vour clients wish to review and sign the
transcripts. they should do so as soon as possible but no later than by Fnday April -l 1.
1997

-~

It vou have any quesuons, please contact me at (2025 219-3690
Sincerely,

Xavier K. McDonnell
Attomney

CC: Lawrence Lally, Esquire




FEDERAL FLECTION COMMISSION

WANHING TON [0 MMde

April 30, 1997

Ms Mitze Tanner

US Attornev's Office
825 East Gates Blvd
Suite 301

Garden City . NY 11530

RE MURs 4128/4362

Dear Ms. Tanner

Enclosed please find copies of the exhibits for the depositions in MURs 4128/4362.
Please place each of the exhibits at the rear of the appropniate deposition transcript. In addition.
pages 1-3 of the transcnpt of Lawrence Lally that are in your possession are incorrect.
'heretore. | have enclosed replacements for those pages. Within the next two weeks, the
deponents should be coming by your office to review and sign the transcnpts. As before, we
appreciate your assuring that the deponents do not copy the transcripts and that they are kept
confidential. as required by 2 U.S.C. § 437g(a)(12).

Thank vou for vour assistance. If you have any questions, please call me at

(202)219-3400.

Sincerely,

\{’wl”%'/a/[

Xavier K. McDonnell
Attorney

Enclosures:

1. Pages 1-3 from deposition of Lawrence Lally
2. Exhibits from depositions of Grant Lally, Lawrence Lally, Ute Lally and Dawn Fasano




BEFORE THE FEDERAL ELECTION COMMISSION
LAY 12
In the Matter ot t
)
LLally tor Congress ) MUR 4128

and Bruce Cozzens, as treasurer ) MUR 4362 WSlTIVE

Grant M Lally )
[awrence Lally )
Ute Lally
GENERAL COUNSEL'S REPORT

BACKGROUND

Grant Lally ran tor Congress in 1994 and agamn in 1996 His authonized committee 1s
Pally tor Congress (“Lally campaign™ MUR 4128 involves loans reportedly made by Grant
Cally to aid his 1994 campaign. but which appear to have come from other sources. MUR 4362

Ives the alleged failure of Grant Lally to umely tile his 1996 statement of candidacy. and the
lIv campaign’s failure to file accurate an disclosure repon

Cin January 29-31, 1997 thas Oftice deposed tour persons in connection with the above-
cited matters. Although the depositions included several questions related to MUR 4362, they
focused primanly on the activities at issue in MUR 4128 The deposition transcnpts were
received on February 25,1997, In March and April, this Office sought and finally obtained
additional information from the Respondents, most of which relates to MUR 4128. During that
same time frame. we were in contact with various witnesses regarding activities at issue in MUR
4128 ['his Oftice has reviewed the substantial evidence adduced. including voluminous
documents. Morcover. this Office has begun drafung General Counsel’s Briefs.

Subsequent to the depositions, Grant Lally and the Lally campaign requested preprobable

cause conciliation with respect to MUR 4362 See Attachment. However, they have not

requested conciliation in MUR 4128. As noted. this Othice 1s nearly ready to send the Briefs in




MUR 4128 Thus, to attempt preprobable cause conciliate in MUR 4362 would mean that either
these two cases would be resolved separately or that we would delay sending the Briefs in MUR
4128. Given that both of these matters involve some of the same respondents. 1t would be best to
resolve them together. Moreover, the violations in MUR 4128 are far more serious and the
issues are more complex: Thus. 1t would be mappropriate to delay MUR 4128 unul the outcome
of concihaton in MUR 4362 Instead. this Office will include the 1ssues in MUR 4362 and
MUR 4128 1in combined General Counsel’s Briets Accordingly. this Office recommends that
the Commuission deny the reguest to enter into preprobable cause conaihation in MUR 4362

1. RECOMMENDATIONS

1 Deny the request ot Grant Lally and Lally tor Congress and Bruce Cozzens. as
treasurer 1o enter into preprobable cause conciliation in MUR 4362

2. Approve the appropriate letter

Lawrence M. Noble
General Counsel

5 MG\\ BY ’Sﬁglw

Date Lois G Lcr‘cr
Associate General Counsel

Attachment
Letter from Lawrence Lally. Esquire

Staff Assigned: Xavier K. McDonnell
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Lally for Congress and Bruce
Cozzens, as treasurer;

Grant M. Lally;

Lawrence Lally;

Ute Lally.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on May 15, 1997, the
Commission decided by a vote of 5-0 to take the following
actions in MURsS 4128 and 4362:

y I Deny the request of Grant Lally and Lally for
Congress and Bruce Cozzens, as treasurer, to
enter into preprobable cause conciliation in
MUR 4362.

Approve the appropriate letter, as
recommended in the General Counsel's Report
dated May 9, 19S57.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

e, /2
Date * / arjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Mon., May 12, 1997 11:27 a.m.
Circulated to the Commission: Mon., May 12, 1997 4:00 p.m.
Deadline for vote: Thurs., May 15, 1997 4:00 p.m.

bjr




FEODERAL ELEC TION € ONINITSSTON

June 23, 1997

John Crampoli, Esquire
1461 Franklin Ave
Crarden City. New York 11530
Rl MUR 4362 & MUR 4128

Dear Mr. Ciampoh

T'his 1s to confirm 1n writing that the Comnussion has determined not to enter into
preprobable cause council with respect to MUR 4362 As | have aiso previously informed vour
secretary. this Office will shortly provide you with the General Counsel’s Briefs addressing the
1ssues in both MUR 4128 and 4362 [t vou have any questions. | can be reached at (202) 219-
400

Sincerely.

{
]
e 250 /L'U’V

‘.\‘;mcrIK McDohnell
Attorney

Lawrence M. Lally, Esquire
220 Old Country Road
Mineola, New York 1150!

Celebeating the nemssion s JO0th A

YESTERDAY TODAY AND TOMORRO W
DEDICATED TO KEEPING THE PUBLIC INFORMED




LALLY AND LallLY

ATTORNEY S AT L AW
THE NASSAL BUILDING
220 OLD COUNTRY ROAL

MINEOLA NEW YOURR 1180

(819) 741-2360A FACSIMILI NI MPBE kK
(B16) 74<-A%1

July 15, 1997

CERTIFIED MAIL - RETURN RECEIPT

General Counsel

Federal Election Commission
999 "E" Street, NW
Washington, D.C. 20463

Re: MUR #4128 and MUR #4362
Dear Sir:

Pursuant to Part IJI, Section 111.18 C.F.R., the undersigned
hereby requests a conciliation conference relative to the above-

referenced proceedings pending before the Federal Election
Commission.

Very truly yours,

e -
’Z Cii;//,/

GRANT M. LALLY

GML: las
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Wil |t

SENSITIVE

FEDERAL ELECTION COMMISSION
Washington, DC 20463

MEMORANDLUM
[O) [he Commission

FROM LLawrence M Noble
General Counsel

BY Lois G Lemer -;//{7

Associate General Counsel
SUBJECT  Shorter Voung Deadhine for General Counsel's Report in MUR 4128 & MUR 4362
Pursuant 1o the Circulated Vote Provisions of Directive 52. the Office of the General
Counse! 15 circulaung the attached report on a 24 Hour Tally Vote basis, so as to prevent delay in

sending General Counsel’s Briefs in these matters which are now complete and ready for mailing.

Attachment

Staff Assigned: Xavier McDonnell




BEFORE THE FEDERAL ELECTION COMMISSION

[n the Matter ot

)
)
)

Lally for Congress
and Bruce Cozzens, as treasurer ) MUR 4128
Grant M Lally ) MUR 4362
[awrence M [alh )
Ute Lally )
GENERAL COUNSEL'S REPORT

BACKGROUND

MIR 4128 and MUR 4362 both involve Lally for Congress (“Lally campaign™) and
Grant M Lally ("candidate™. MUR 4128 is a complex matter involving the receipt of over
$300.000 1n contnibutions in connection with the candidate’s 1994 Congressional campaign. The
Commussion tound reason to believe that the candidate and the Lally campaign violated Section
441ait) by accepung excessive contnbutions and that Lawrence and Ute Lally violated Section
441a by making such contributions.

MUR 4362 involves Grant Lally's failure to file his 1996 Statement of Candidacy and
some other minor reporting violations. Counsel for the candidate and the Lally campaign
previously submitted a request for conciliation in MUR 4362 (but not MUR 4128), which was
denied by the Commission on May 15. 1997. Thereafter, counsel for the respondents was
notified in wniting of the Commuission’s decision not to enter into preprobable cause conciliation
in MR 4362, and that his clients would be receiving General Counsel’s Briefs addressing the
issues in both MUR 4128 and MUR 4362.

This Office has completed its investigations in MUR 4128 and MUR 4362, and General

Counsel’s Briefs addressing the many issues in both matters are now prepared and ready to be

mailed. In the Bniefs, which will be distnibuted to the Commission shortly, this Office concludes




that the violatons by the candidate, the Lally campaign and Lawrence and Ute Lally in MUR
4128 were knowing and willtul
On July 15, 1997, the candidate submitted another request for preprobable cause

concihiation, this ime with respect to MUR 4128 as well as MUR 4362 See Attachment 1. This
request was made by the candidate only, and so 1t does not pertain to the Lally campaign. or
[awrence or Ute Lally - In addinon, although the candidate 1s represented by two separate
counsel 1n this matter. neither appears to have been included in the distribution of this request.
As noted. the General Counsel’s Briets in this matter, which address all of the allegations against
all ot these respondents, are now complete and ready to be mailed These Bnefs will afford the
respondents the opportunity to respond to the knowing and willful recommendations in MUR

128 In light of the above, this Otfice recommends that the Commuission deny the candidate’s
request for preprobable cause conciliation in MUR 4128 and MUR 4362 This Office shall
nouty the candidate of the Commussion’s decision in the cover letter that will accompany the
Bnets
1. RECOMMENDATIONS

1. Deny the request of Grant M. Lally for preprobable cause conciliation in MUR 4128
and MUR 4362.

2. Approve the appropriate letter

l.awrence M. Noble
General Counsel

A W
e
Lois G. Lémer

Associate General Counsel

Staff Assigned: Xavier K. McDonnel]




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Lally for Congress and Bruce MURs 4128 and
Cozzens, as treasurer; 4362

Grant M. Lally;

Lawrence M. Lally;

Ute Lally.

CERTIFICATION

1, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on July 24, 1997, the
Commission decided by a vote of 4-0 to take the following
actions in MURs 4128 and 4362:

p Deny the request of Grant M. Lally for

preprobable cause conciliation in MUR 4128
and MUR 4362.

Approve the appropriate letter, as
recommended in the General Counsel's Report
dated July 22, 1997.

Commissioners Aikens, Elliott, McDonald, and Thomas voted
affirmatively for the decision; Commissioner McGarry did not

cast a vote.

Attest:

H-24-47 W

Date ! Emmons
Commission

Received in the Secretariat: Tues., July 22, 1997 1:¢39 p.m.
Circulated to the Commission: Tues., July 22, 1997 4:00 p.m.
Deadline for vote: Wed., July 23, 1997 4:00 p.m.

bjr




FEDERAL ELECTION COMMISSION

WASHING TN L Judt s

John Ciampoli, Esquire July 24, 1997
1461 Franklin Ave. SENSITWE
Garden City, New York 11530

MUR 4362 & MUR 4128
Grant M Lally
Lally for Congress and
Bruce Cozzens, as treasurer
Lawrence M Lally
Ute WolfT Lally

Dear Mr. Ciampoli:

Based on the complaint in MUR 4128, filed on November 3, 1994, an amendment filed
on August 3, 1995, and information supplied by your clients, the Commission, on May 16, 1996,
found that there was reason to believe that Grant M. Lally violated 2 U S.C. § 441a(f), that Lally
for Congress and its treasurer, violated 2 U.S.C. §§ 441a(f) and 434(b) and that Lawrence M.
Lally and Ute Wolff Lally violated 2 U.S.C. § 441a(a)n 1y A)

Based on the complaint in MUR 4362, filed on May 14, 1996, and information supplied
by vour chients, the Commission found reason to beheve that Grant M Lally violated 2 U.S.C.
432(e) and that Lally for Congress and its treasurer violated 2 U S C § 434(a) and (b)

On July 24, 1997, the Commission denied Grant M. Lally’s request for preprobable cause
conciliation, which was received on July 21, 1997. With respect to MUR 4128, after considering
all the evidence available to the Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe that Grant M. Lally knowingly
and willfully violated 2 U.S.C. § 441a(f), that Lally for Congress and its treasurer, knowingly
and willfully violated 2 U.S.C. §§ 441a(f) and 434 and that Lawrence M. Lally and Ute Wolff
Lally knowingly and willtuily violated 2 U.S.C. § 441a(a)(1)(A). This Office is also prepared to
recommend that the Commission find probable cause 1o believe that the violations in MUR 4362
occurred.

The Commission may or may not approve the General Counsel's recommendations.
Submitted for your review are General Counsel’s Briefs stating the position of the General
Counsel on the legal and factual issues of these matters. Within 15 days of your receipt of this
notice, you may file with the Secretary of the Commission briefs (ten copies if possible) stating
your position on the issues and replying to the General Counsel’s Briefs. (Three copies of such
brief should also be forwarded to the Office of the General Counsel, if possible.) The General
Counsel's Briefs and any brief which you may submit will be considered by the Commission




MURs 4128 & 4362
John Ciampoli, Esquire
Page 2

before proceeding to a vote of whether there 1s probable cause to believe violations have
occurred.

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

Pursuant to your earlier request for copies of your clients’ deposition transcripts, you may
contact the court reporter Michelle Cox at (516) 489-5224. Ms Cox will be away until August
4, 1997 During that ime, you may obtain the transcripts from Ron Tolken at (516) 587-7819.

A finding of probable cause to believe requires that the Otlice of the General Counsel
attempt for a period of not less than 30, but not more than 90 days, to settle this matter through a
conciliation agreement.

Should you have any questions, please contact Xavier K. McDonnell, the attorney
assigned to this matter, at (202) 219-3400.

Sincerely,

/ Lawrence M. Noble

General Counsel

/

Enclosure
Briefs

cc: Lawrence M. Lally, Esquire
Lally and Lally, Esquires
220 Old Country Road
Mineola, New York 11501




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter ot
Grant M. Lally
Lally for Congress MUR 4128
Bruce Cozzens, as treasurer MUR 4362
GENERAL COUNSEL'S BRIEF

BACKGROUND

Grant M. Lally (the “candidate™) ran for Congress in New York's Fifth Congressional district
in 1994 and 1996 Lally for Congress (“Lally campaign™) was Grant Lally's authornized campaign
committee during both of those election bids. MUR 4128 was generated by complaint alleging that
loans reportedly made from Grant M. Lally’s personal funds to the Lally campaign duning 1994 were
derived from other sources On May 16, 1996, the Commission found reason to believe that Grant
Lally violated 2 U S € § 441a(f). and that the Lally campaign violated 2 U.S.C. §§ 441a(f) and
434(h)

MUR 4362 was gencrated by a complaint alleging that the candidate failed to timely file his
statement of candidacy for the 1996 electoral cycle. On December 3, 1996, the Commission found
reason to believe that the candidate violated 2 U.S.C. § 432(e). At the same time, the Commission
found reason to believe that the Lally campaign and its treasurer violated 2 U.S.C. § 434(a) and (b) in
connection with MUR 4362

After completing 1ts investigations in these matters, the Office of the General Counsel is
prepared to recommend that the Commission find probable cause to believe that the candidate
knowingly and willfully violated 2 U.S.C. § 441a(f) with respect to MUR 4128 and that he violated

2 US.C. § 432(¢) with respect to MUR 4362, In addition, the General Counsel will recommend that

the Commission find probable cause to believe that the Lally campaign and its treasurer knowingly




and willfully violated 2 U.S.C. §§ 441a(f) and 434 with respect to MUR 4128 and that it violated
2USC § 4340 connection with MUR 4362
1. MUR4I28

A. OYERVIEW

During 1994, Grant Lally reported making loans totaling $319.991 1o the Lally campaign. The
loans were used in connection with the primary election on September 13, 1994, and the general
clecuon on November 8, 1994 In response to inquines from the Reponts Analysis Division ("RAD™)
about the source of the loans, in 1994 and again in 1995, Lawrence Laliy, then treasurer of the Lally
campaign. asserted that the loans in question “were not secured from any lending institution, but
rather from Grant M. Lally’s own personal funds ™ See letters of Lawrence M Lally, as treasurer, 10
RAD., dated September 14, 1994 and February 8, 1995 ' However, the investigation has shown that

tof the $319.991 loaned 1o the Lally campaign did not come from the candidate's “personal

funds ™ Those funds were actually derived from other sources: bank accounts of the candidate's
parents, bank loans obtained by the candidate’s parents, and an unexplained stream of checks and
transfers from the checking account of [ally and Lally, Esquires (“law firm™).

On May 16, 1996, the Commission tssued Subpoenas for documents and Orders for Written
Answers to the candidate and the Lally campaign. Despite numerous attempts to obtain complisnce,

the respondents failed to adequately respond to the Commission’s Subpoenas and Orders. Thus, on

July 16, 1996, the Commussion authorized the Othice of the General Counsel to institute a civil suit in

: RAD’s letter to Lawrence Lally, dated August 30, 1994, informed the Lally campaign that it “is

important to note that ‘personal funds’ is strictly defined” and directed the campaign to 11 C.F.R.

§ 110.10, the regulation which defines “personal funds.” RAD's letter also explained that if the funds

were borrowed from a lending institution, such must be disclosed. As the Brief concludes below, even
after receiving and responding to RAD's letter of August 30, 1994, the candidate continued to loan the
Lally campaign money from sources other than personal funds without reporting it as such.




U.S. District Court. From July through October of 1996, in more than 22 separate submissions, the
respondents produced by piecemeal the documents required by the Commission's Subpoena of May
16 In October of 1996, after the Commission had been assured that all the documents in
respondents’ possession had been produced, no suit was filed.

I'he candidate’s deposition took place on January 29, 1997, and in two further submussions in
March and Apnl 1997, the candidate offered additional explanations for the source of funds that he
recerved from the faw firm and produced documents that he previously averred did not exist. This
Briet examines the many statements and submissions made and concludes that candidate funded a
significant portion of his 1994 congressional campaign via excessive contributions from family
members far beyond the permissible limits

B. APPLICABLE LAW

[he Federal Elecuon Campaign Act of 1971, as amended ("FECA™ or the “Act™) limits the
umount that persons may contribute to any candidate or his or her authonzed political committee
2US.C §44la(a)l)A) Candidates and political commitiees are prohibited from knowingly
accepting contnibutions in excess of the limitations at Section 441a. 2 U.S.C. § 441a(f). Candidates

for Congress may make unlimited expenditures from their “personal funds.” 11 C.F.R. § 110.10(a).

The Commission’s regulations define “personal funds™ as: (1) “any assets which, under the applicable

state law at the time he or she became a candidate, the candidate had legal right of access to or control
over, and with respect to which the candidate had either: (1) legal and rightful title, or (ii) an equitable
interest”, or (2) salary or other earned income from bona fide employment, dividends and proceeds
from the sale of the candidate’s stocks or other investments, bequests to the candidate; income from
trusts established before candidacy; income from trusts established after candidacy of which the

candidate 1s a beneficiary; gifts of a personal nature which had been customarily received prior to




candidacy, proceeds from lotteries and simular legal games of chance. 11 C.F. R. § 110 10(bX 1) and
(2) The term "contnbution™ includes any gift, subscription, loan, advance, or deposit of money or
anything of value made by any person for the purposes of influencing a federal election. 2 US C
§ 431(8)(AX1) Any candidate who receives a contribution, or any loan for use in connection with the
campaign of such candidate for election, shall be considered as having received the contribution or
loan as an agent of the authorized commuttee of such candidate 2 U S C § 432(e)2). The treasurer
of a pohtical commuttee is required to file disclosure reports, and such reports must disclose the
identitication of each person who makes a loan to that comnuttee. 2 US.C § 434(a)1) and
434(b)3)E)

[he FECA includes the term “partnership”™ within the definition of a “person ™
2008 C §431011) The Commission’s regulations provide that a contribution by a partnership shall
be attributed to the partnership and to each partner. 11 CF R § 110 1{ei. Such attribution shall
erther be in direct proportion to each partner’s share ot the partnership profits or by agreement of the
partners, as long as only the profits to the attributed partner are reduced and such profits are reduced
in proportion to the contribution attributed 10 them.

i. Facts

From May through October, 1994, the candidate’s father Lawrence Lally issued checks and
transferred funds to his son Grant Lally, totaling $116,000. Deposition of Grant Lally, dated January
29, 1997, at pages 40-41, 86-87 (“Grant Lally Depo™); Deposition of Lawrence M. Lally, dated
January 30, 1997, at pages 23-27 (“Lawrence Lally Depo™). Specifically, Lawrence Lally issued to

Grant a $25,000 check on May 3, 1994, a $48,000 check on May 21, 1994, and a $30,000 check on

October 19, 1994. Lawrence Lally also authorized a $13,000 transfer to Grant Lally’s personal




account on October 24, 1994 All of the funds were subsequently loaned by Grant Lally to the Lally
campaign. T'he candidate claims that these payments were for real property purchased from him by
Lawrence Lally.

Documents obtained from the New York City Department of Finance show that on March 15,
1993, Grant Lally paid $40,000 for a 2/3 interest in real property located at 1527 Bantam Place,
Bronx, New York (“Bantam Place™ or “property”) * Grant Lally claims that the $116,000 that he
received from Lawrence Lally in 1994 was for the purchase of Grant's 2/3 interest in Bantam Place
Grant Lally Depo. at pages 40-41, 86-87. Grant and Lawrence Lally testified that there was no
written contract for the alleged 1994 sale of Grant's 2/3 interest in Bantam Place. Grant Lally Depo
at page 49, Lawrence Lally Depo at page 30. The checks and check registers related to the $116,000
at 155ue do not indicate the purpose of these payments. In support of the claim that Grant Lally sold
his 2/3 interest 1n Bantam Place to Lawrence Lally in 1994, the candidate produced a deed. The deed
is dated May 24, 1994, and 15 signed by Grant Lally  The deed 1s not notarized and was never
recorded. Grant Lally Depo. at page 59, Lawrence Lally Depo at page 34. The candidate did not pay
state or city transfer taxes for the alleged 1994 conveyance, and he did not pay tax on the capital gain
which he received from the alleged 1994 sale
According to public documents and an official title search conducted in 1995, Grant Lally retained
his 2/3 interest 1in Bantam Place until October 26, 1995, when the property was sold to Winsome

Brown and Boyd Farquarson, husband and wife

’ The persons from whom Grant Lally purchased that 2/3 interest found it difficult to find a willing

purchaser because the owner of the remaining 1/3 interest, the sellers’ estranged brother James Pavlo,
resided on the property and refused to sell Grant Lally Depo at 41-42. Afier purchasing Bantam Place,
Grant Lally filed a partition action against James Pavlo in an attempt to force Pavlo to sell his 1/3
interest in the property. Grant Lally Depo at 42-43  However, throughout 1993-94, Mr. Pavlo refused to
sell Bantam Place, which had been his parents’ home and his life long residence. On April 15, 1995,
Mr. Pavlo finally sold his 1/3 interest to the candidate’s father, Lawrence Lally.




ii. Analysis

The facts at hand belie the claim that the $116,000 which the candidate received from his father
and used in connection with his 1994 campaign was for the sale of his 2/3 interest in Bantam Place.
First of all, there is no independent documentation to support the clarm that such a sale of his interest
ever occurred. Specifically, there was no written contract for the sale, and even the checks and check
registers for the payments do not contain any indication that they were related to Bantam Place. The
deed that the candidate produced was not notanzed, there 1s no indication that it was signed in the
presence of a witness, and it was never even recorded. Indeed. Lawrence Lally would not even state
with any degree of certainty that he was provided with the deed in May of 1994, when he gave Grant

the first two payments totaling $73,000. L. Lally Depo. at page 36 i

Grant Lally It."stlrtd that the "deed was executed--it appears to have been executed on Mav 24.
1994 the date | executed 11, on or about that date ™ Grant Lally Depo. at page 48 In response to
guestions about the deed, [ awrence Lally testified as follows

Q: When was this deed given to you?

A: Probably on that date, May 24. 1t could have been given to me
on that date. [ don't have any independent recollection as to
when | specifically got it.

: Do you know when this deed was created? [
1 don’t recall exactly.
Do you know who created this deed?
Grant probably did. Sure.
Q Were you involved in creating it as well?
A: ldon'trecall. I don't recall.

L. Lally Depo. at pages 28-29. Later, when attempting to explain why the deed was never recorded,
Lawrence Lally testified:

Q: ... the deed was given to you in May of ‘94 correct?

A. Idon’t know if it was given to me, | don't know if it was given to me in
May of 1994. It was given to me subsequent to May of ‘94. Grant may have
prepared that and it was given to me subsequently. [ don't recall,
Mr. McDonnell, when I got the deed.

L. Lally Depo. at 35-36.




Unlike every other conveyance of any interests in Bantam Place from 1987 to present, there 15
no evidence on file with the local authorities substantiating that such a conveyance occurred. In
addition, no state and city taxes were paid on the alleged 1994 transfer, as required under New York
law.* Furthermore, public documents as well as a 1995 title search indicate that Grant Lally retained
his 2/3 interest in Bantam Place until October 26, 1995, at which time it was sold to third party
purchasers in an arms length transaction. Thus, the documents related to the 1995 transaction directly
contradict the contention that there was a bona fide sale of Grant’s 2/3 interest in Bantam Place
during 1994.

The claim that the $116,000 was for the 1994 sale of Bantam Place is further undermined by
the fact that the candidate did not pay any federal income tax related to the sale,

The law clearly requires that income be
included for the taxable year in which 1t 1s received by the taxpayer. See 26 United States Code
$4S51  The candidate paid tax on the capital gain for Bantam Place in connection with his 1995
return, which was not filed until October 15, 1996, almost exactly one year after Bantam Place was
sold to a third party and after the investigation in this matter was underway. The candidate has failed
to offer a credible explanation for the reason why he did not pay capital gains tax with his 1994

return, the year in which he received the $1 16,000.° In addition, although by the time Grant * ally

4 " ’ - - %
New York State imposes a transfer tax on each conveyance of real property or interest therein

when the consideration exceeds $500. N Y Tax Law, Art 31, § 1402. Section 1404(a) imposes the
duty to pay that tax on the Grantor, in this case the candidate. New York City imposes its own transfer
tax. See N.Y.C. Admin. Code, Tutle II, §§ 46-1.0

- The candidate claims that the gain was not reported until 1995 because he received another

$2.000 payment on the property in 1995 Grant Lally Depo. at 83. When asked for documentation of
such payment after his deposition, the candidate produced a copy of a $10,140 check, which, according
to the real estate closing documents, was his 6% brokerage fee for the sale of Bantam Place. The

~ candidate acknowledged that he assisted in trying 10 sell the property. Grant Lally Depo. at 66.
According to the settlement attomney for that sale, 6% is the fee most often received for brokers within
that jurisdiction. The brokerage fee was “eamed income™ and not part of the sale price for Bantam




filed his 1994 Ethics in Government Act ("EIGA™) statement in September of 1994, he had already
received $73,000 from the alleged sale of Bantam Place and had loancd that money to his campaign,
he failed to disclose the receipt of any income from the sale of Bantam Place on that statement. In
short, the candidate’s failure 10 pay capital gains tax with his 1994 tax return and his failure to repon
the receipt of income related to the alleged sale of Bantam Place on his 1994 EIGA statement is
further evidence that there was no bona fide sale of Bantam Place in 1094 ¢

Other factors further call into question the validity of the candidate’s claim. Lawrence Lally
testified that his purchase of Grant's interest in Bantam Place “was a good deal ™ L. Lally Depo at
page 23 However, if the $116,000 had been for Bantam Place, then Lawrence Lally would have pad
over three imes the amount that Grant had paid just thirteen months earlier.” Yet there is nothing
which suggests that the value of the property increased at all during that time frame. To the contrary,

in May of 1994, just as in March ot 1993 when Grant Lally purchased Bantam Place, the property

Place. Moreover, even it the $2,000 was actually part of the sales pnice, the tax on the portion of the
gain related to the $116,000 was payable and reportable with the 1994 return, the year in which such
gain was realized See 26 U.S C. § 451.

During his deposition, the candidate averred that his accountant advised him that because the
gain was “spread over two years, 1t was income averaging™ and thus he cid not need to pay tax on the
gain until 1995. Grant Lally Depo. at pages 84-85. However, the accountant who prepared his 1994 and
1995 tax returns has averred that he was not informed that the Respondent received any income from the
sale of real property duning 1994 and that Grant Lally first informed him about the sale of Bantam Place
when he was preparing the 1995 tax return in October of 1996. The tax preparer indicated that from
1994-97, he did not advise the candidate that he could defer taxes on any gain from the sale of real
property until it was complete or rely on “income averaging,” a concept that was repealed years before
the transactions at issue.

. We further note that the candidate’s 1996 EIGA statement does not disclose his receipt of
income in 1995 for the sale of Bantam Place (the 1996 EIGA statement required disclosure of all eamed
and uncamned income for 1995 as well as 1996). Thus, the candidate did not report his receipt of any
income related to the sale of Bantam Place on his EIGA statements covering the time frame from 1994-
1996.

‘ Even the first two of Lawrence Lally’ payments in May of 1994 totaled $73,000, which was
almost twice as much as Grant paid for his 2/3 interest in Bantam Place just the year before.




was encumbered, see supra footnote 2 Thus, the marketability and value of Bantam Place remained
diminished  See e g Sanusi vy, Parente, 633N Y S 2d 194,220 A D 2d 737 (1995) (Appraisal was
deemed meaningless because 1t farled to consider that property was no longer encumbered).’ In
addition, Grant Lally testified that no improvements were made on the propenty from the time he
purchased it in 1993 unul the alleged sale to his father in 1994 Grant Lally Depo at page 44.

The source of the money used to pay Grant Lally the $116,000, and the timing of the payments,
also cast doubt on the claim that 1t was related to a bena fide sale of Bantam Place. Most of the
money used for the alleged purchase of Bantam Place came from banks in the form of loans to
Lawrence and Ute Lally that were supposedly obtained for other purposes  Part of the money came 1n
the form of a $48,000 check, dated May 21, 1994, that was denved from a line of credit taken by the
candidate’s parents Just in ume for the candidate to make a $100,000 loan to his campaign. The
collateral which secured that line of credit was the pnmary residence of the candidate’s parents. A
letter from the lending institution indicates that 1t was a home improvement loan * A $56.,000 line of
credit was obtained by Lawrence Lally just in time to provide the candidate with the $43,000 that the
latter loaned to his campaign shortly before the general election. According to a letter from that
lending institution, the $56,000 was a business line of credit taken by Lawrence Lally d/b/a Lally and

Lally, Esquires, not for se in Grant Lally's campaign. In addition, the $43,000 derived from the

. As noted, in April of 1995, the partition action finally forced or convinced Mr. Pavlo to sell his

1/3 interest. See footnote 2. Thus, when Brown and Farquarson purchased Bantam Place on October
26, 1995, the property was no longer encumbered and they acquired a complete (100%) ownership
interest for $169,000.

- Although the letter from the bank stated that the loan was for home improvement, Lawrence

Lally denied it. L. Lally Depo. at 33. This Office requested additional documentation, but Lawrence
Lally claimed that he had none. He also informed this Office that he wrote to the bank to obtain further
information, but it never responded. L. Lally Depo. at page 45. Lawrence Lally agreed to provide a
copy of his letter to the bank requesting the information, but ke never did.
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business loan was transferred to Grant Lally in two payments, one of which was within a $14,598 9}
transfer provided to the campaign justin tune to cover a committee overdrafi of that precise
amount.'®

In summary, rather than a purchase of real property for investment purposes, the facts at hand
indicate that these payments totahing $116,000 were part of a concerted effort to obtain funds from

whatever sources were available to the candidate’s parents to meet the candidate’s needs and goals at

11 . -
vanous critical points duning the campaign.— Such tunds constituted an excessive contribution that

was accepted by the candidate and the Lally campaign and misreported by the Lally campaign and its
treasurer, in violationof 2 1S C. §§ 441a(f) and 434
D. 318,000 PAYMENT RECEIYED FROM LAWRENCE AND UTE LALLY
i. Facts
By check dated May 4, 1994, Ute Woltf Lally provided the candidate with $18.000 which was
ssed in connection with a $100.000 Joan that he reportedly made to the Lally campaign on May 24,
1994 A document produced by the respondents indicates that in 1990 the candidate paid $12,000 for

a 1966 Corvette (“Corvette™) From 1990 through 1995, the Corvette was registered to Lawrence

Lally. According to the respondent, the Corvette was in Lawrence Lally's name “for insurance

" On October 21, 1994, the Lally campaign’s account was overdrawn by $14,498.91. On October

24,1994, $14,498.91 was transferred from the law firm account, to Grant Lally’s personal account and
then to the Lally campaign’s account.

‘- The proceeds from the bona fide 1995 sale of Bantam Place were deposited in Lawrence Lally's

“Real Property Account.” Lawrence and Grant Lally testified that they did not recall Grant Lally
receiving any portion of the proceeds. Grant Lally Depo. at pages 78-79; Lawrence Lally Depo. at pages
53-54. It is unclear whether Grant Lally has an interest in the Real Property Account. However, even if
Grant does not have an interest in that account, and/or did not receive any of those proceeds, at a
minimum, the $116,000 he received from his father constituted an “advance,” or a “loan” provided to the
candidate until the property was marketable. Whether the $116,000, or any portion thereof, was an
“advance™ a “loan” or a “gift" it was still a “contribution,” and thus subject 10 the FECA'’s limitations.




purposes.” In his submission of June 28, 1996, Grant Lally averred that the $18,000 at issue was paid
by Ute Lally tor the purchase of the Corvette. Although Mrs Lally 1s the only signatory on the
account from which the $18,000 was drawn, she testified that the funds in that account belonged to
both her and her husband, Lawrence Lally. See transcript of deposition of Ute Wolff Lally, dated
January 31, 1997 (Ute Lally Depo ) at page 9. Lawrence Lally also testified that, although the
account was only in his wife's name, the funds in the account were shared. Lawrence Lally Depo at
page 59 Lawrence Lally further stated that he asked his wife 1o 1ssue the $18,000 check “because she
had money in her account.™ [d. at 61.

[here was no written contract setuing out the terms of the alleged 1994 sale of the Corvette
There were also no documents evidencing any change 1in title or registration for the vehicle, or
evidence that any sales tax was paid in connection with the alleged 1994 sale In fact, as with the
alleged sale of Bantam Place, there are no documents whatsoever evidencing that the sale occurred
(other than Ute Lally's $1%,000 check. which contains no information regarding the purpose of that
check).

On August 30, 1995, the Corvette was sold to Dr. Michael Adomato for $16,000, $2,000 more

than candidate allegedly received for the car in 1994. Lawrence Lally Depo. at page 61. According

to Dr. Adomato, when he inquired about the vehicle he was informed by Lawrence Lally that it
belonged to his son Grant Lally. Dr Adomato also avers that he was told by Lawrence Lally that
Grant would negotiate the sale price, which he did. When purchasing the vehicle, Dr. Adomato
1ssued two checks to “Grant™ Lally for $8,000. The two checks totaling $16,000 from Dr. Adomato
appear to have been endorsed by Grant Lally and Lawrence Lally, and then deposited into the sccount

of Lally and Lally, Esquires




ii. Analysis

I'he candidate’s claim that the $18,000 was for the sale of the 1966 Corvette 1s without suppon
Although a document produced by the respondents indicates that the candidate paid $12,000 for the
Corvette in 1990, title to the car was 1in Lawrence Lally's name and 1t was registered to him alone
from 1990-95. Thus, 1t 1s questionable whether the candidate even had a bona fide ownership interest
in the Corvette dunng 1994, the year when he claims he sold 1t to his parents for $18,000

More importantly, assuming that the candidate had an interest in the Corvette, there is no
independent documentany evidence that he sold that car in 1994 or that the $18,000 was related to
such sale. Indeed. there is evidence which contradicts the claim that there was a bona fide sale of the
Corvette in 1994 When the car was sold in 1995, the purchaser was informed by Lawrence Lally
that Grant Lally was the owner, and that the latter would discuss the price. Moreover. the purchaser
1ssued the two checks totaling $16,000 to Grant Lally  In short, whether the $18,000 was a “gift”
provided to Grant that was unrelated to the Convette, or an “advance™ which equaled $2,000 more
than the $16,000 that he repaid his parents over one year later when he was able to sell the Corvette,
it was a “contribution™ under the Act, it exceeded the limitations of the Act and it was accepted and

misreported by the Lally campaign and its treasurer, in violation of 2 U.S.C. §§ 441a(f) and 434.

E. PAYMENTS ISSUED FROM THE ACCOUNT OF LALLY AND LALLY,

During 1994, Grant Lally received 21 payments from Lally and Lally, Esq. (“the law firm™).
These funds were provided to the candidate 1n a stream of checks and transfers totaling $179,891. Of
that amount, $102,891 is claimed to have been the candidate’s 1994 law firm income. In response to
several requests for an explanation for the purposes of the payments which equal the difference
between the $178.891 which the candidate received in 1994 and his reported income, he has made

assertions that conflict with his earlier testimony and has produced documents that he has previously
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testified did not exist. We first analyze the candidate’s claimed 1994 law firm income and then the
payments that make up the discrepancy between such income and the law firm payments that he
received.
1. Law Firm Income
a. Facts
During 1994 Grant and Lawrence Lally were the only attoreys employed by Lally and Lally,
Esquires. The total law firm income for 1994 was approximately $206,000. The candidate claims
that $74,491 of the loans that he reportedly made 10 the Lally campaign were denved from his 1994
law firm income. According to the candidate’s 1994 tax return, his 1994 income from the law firm
was $102.891  In contrast, the candidate’s 1993 law firm income was $59.062, and his 1995 income
was only $34.500
Grant Lally’s law firm income was not paid in regular amounts or intervals  Thus, there was no
recular draw taken In the weeks leading up to the 1994 primary and/or general election alone.
Lawrence Lally authorized law firm payments to the candidate totaling $63 488 as follows:
August 26, 1994 $ 7,000
September 6, 1994 $ 6,000
September 9, 1994 $ 6,000
September 14, 1994 $10,000
September 15, 1994 $10,000
October 12, 1994 $12,890
October 14, 1994 $10,000
October 24, 1994 $ 1,598
To ascertain the basis of Grant Lally’s portion of the law firm’s total 1994 income, this Office

subpoenaed law firm invoices, partnership agreements and budgets. The candidate only produced

documents related to several cases, claimed that no such documents existed with respect to most of

- The respondents claim that the law firm’s total income for 1993 was $100,097, and in 1995 it
was $92,564.
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the other cases or that they were privileged. Those very few invoices that were produced did not
delineate whether Grant or Lawrence Lally had provided the services referred to therein. The only
document indicating that any of the funds in question were at least designated for Grant was the
inclusion of a client’s name on a $20,000 check dated May 10, 1994.

During his deposition, Grant Lally claimed that the manner in which fees were divided between
himself and his father was determined on a “very ad hoc” basis. Grant Lally Depo. at page 119. He
indicated that when “the fee came in, we took a look at the case, the work, and who brought the case
in " Id. at page 120. He stated that there was no set “ten point procedure™ regarding the division of
any proceeds. /d. In fact, he claimed he was unable to state the amount he personally received from
any particular case. With the exception of the aforementioned $20,000 check on which a client’s
name appeared, he was even unable to inform this Office to which clients or cases any of the checks
he received were related.

Lawrence Lally testified that he 1ssued the checks at issue to Grant and would decide what
portion of the law firm expenses Grant would pay. [.awrence Lally Depo. at pages 105-107. He
testified that firm expenses were deducted from Grant's law firm proceeds as “funds were available™
and bills were pending. /d. at page 106. He further testified that there was no formula for
determining what porti n of the expenses Grant would pay. /d.

Rather than producing law firm invoices or other documents disclosing who provided the legal
services rendered, the candidate provided a statement signed by Lawrence Lally, dated July 31, 1996,
setting forth a list of the law firm clients and the amount each client paid to the law firm in 1994. The
candidate also produced a signed statement from his father indicating that Grant Lally “performed

essentially all the legal work™ for 13 cases, and “substantial services™ for 13 other cases. In addition,

the candidate produced affidavits from law firm clients that contained statements such as “I paid my
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attorney Grant M. Lally™ a specific fee, that the chent had “retained Grant M. Lally™ or that he was
the “principal attorney™ that the chient “dealt with.”

b. Analysis

I'he weight of the evidence at hand indicates that the $102,891 received by Grant Lally from
the law firm during 1994 included funds that did not constitute bona fide law firm income, and that
such funds were provided by Lawrence Lally to assist the candidate in his 1994 Congressional
campaign  We begin by noting that Grant Lally’s 1994 income of $102 891 was approximately 74%
greater than his 1993 income, and 198% greater than his 1995 income " The candidate’s 1994 law
firm income 1s so disproportionate to what he made 1n the prior and subsequent years that it alone
raises questions.

Second. 1n the weeks leading up to the pnimary and general elections there was a dramatic
increase 1n the frequency and amounts of the law firm payments claimed to have been for law firm
income. Specifically, in the sixty day peniod beginning on August 26 and ending on October 24,

1994, the candidate received $63.488 from the law firm that is alleged to have been for income. That

was approximately 52% of his claimed total reported income for 1994. '* During the same penod, the

number of payments increased substantially as the intervals between such payments decreased:
$7.000 on August 26, $6,000 on September 6, $6,000 on September 9, $10,000 on September 14,

$10.000 on September 15, $12.890 on October 12, $10,000 on October 14, and $1,598.91 on

"' Grant Lally also received a large proportion of the law firm’s 1994 income. While the law firm

received approximate total receipts of $206,000, even after deducting only rent and the secretary’s
salary, the 1994 law firm’s net income was $176,264. As the candidate received almost $102,891, his
nct salary was approximately 71% of the firm'’s.

N In addition 1o the $63,488 discussed above, during that same time frame the law firm account

was used to make two additional payments to the candidate, totaling $43,000, that are alleged to have
been part of the purchase price for Bantam Place.
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October 24, 1994, It appears that all of these payments from the law firm were used in connection
with loans that the candidate reportedly made to the Committee, most often in those precise amounts
and on the same days on which they were reccived.

Third, the timing and amounts of some of these law firm payments suggests that they were
based upon the specific needs of the campaign rather than on the law firm's net income or services
performed by the candidate. For instance, Grant Lally received a $12,890 check from the law firm on
October 12, 1994, which was deposited in the campaign’s account that day. Also on that day, the
[Lally campaign issued a certified check in the amount of $12,890 to Multi-Med:a, one of its
campaign’s consultants. As noted supra at page 10, on Octaber 21, 1994, the campaign’s account
was overdrawn by $14,598.91 Three days later the candidate’s father authorized a $14,598.91
transfer from the law firm account to Grant Lally’s personal account, and which was then transferred
to the Lally campaign’s account " On September 6, 1994, the Lally campaign’s account was
overdrawn by $9.256 67 The next day Grant Lally deposited $25,000 in the Lally campaign’s
account, which, according to Grant Lally’s response, was denived from law firm income. On
September 13, 1994, a Lally campaign check in the amount of $11,027.05, which had been issued to
Forrest Communications on September 8, was returned for insufficient funds. Two law firm checks
in the amount of $10,000 each were directly deposited in the Lally carnaign’s account on September
14 and 15, 1994. Thus, the $11,027 0S5 check cleared when re-deposited on September 16, 1994.

Fourth, the responses claim that £3:ant Lally handled all estate cases, which were the source of
the vast majority of the law firm's 1994 income. Yet there 1s public information which casts doubt

on that claim, particularly with respect to /n Re which yielded $46,730,

15

While $13.000 of that amount 1s claimed to be tfrom the sale of Bantam Place, sce supra page S,
the remaining $1,598.91 is claimed to be for legal services provided by Grant Lally.
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Lawrence Lally testified that Grant performed the services for that
estate case, and all profits went to the latter. Lawrence Lally Depo. at pages 132-134. However,
court records indicate that Lawrence Lally was the attorney of record for that case. In addition,
L.awrence Lally himself testified that he met with the client, , a number of times,
because “elderly people have more confidence 1n older attorneys.” Lawrence Lally Depo. at page
132 And Grant Lally testified that one of the factors that determines the amount of the fee received
1s who generates the chient, and the depositions made clear that the candidate did not do so in the

case. Grant Lally Depo. at page 119, Lawrence Lally Depo. at page 130. In addition, court
records for two other estate cases claimed to have been handled by the candidate also contain
documents submitted by Lawrence Lally  (/n Re and /n Re
NMoreover, Lawrence Lally had been an attorney for over 30 years at that time, while Grant had only
been practicing for approximately ten years Lawrence Lally Depo. at page 13. The assertion that it
was Lawrence Lally's usual practice to receive no fee or next to no fee for cases in which he was

involved is simply not credible

Finally, no documentation has been produced setting forth the basis of the payments which the

candidate received from the law firm in 1994."® Neither the candidate nor Lawrence Lally, the latter

who issued the law firm payments at issue, were able to offer an explanation for the basis for such
payments. Even when presented with copies of the law firm checks at issue at their depositions, the

candidate and [.awrence Lally would not state how those fees were determined or even what cases

= The signed statements from the law firm’s chents may be ofTered as proof of the law firm's

receipt of specific funds and that Grant Lally was involved in those particular cases. However, those
statements do not in any way cstablish what portion of the law firm fees Grant Lally was entitled to
receive during 1994 for services he may have rendered.
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such payments were for. With one exception, even the checks themselves do not indicate which case
or cases were related to these payments /

The foregoing facts belie the candidate’s claim that all of the $102,891 he received from the
law firm in 1994 was bona fide law firm income. The law firm payments to Grant Lally which did

not constitute his bona fide income and that were loaned to his campaign constituted a contribution

from Lawrence Lally If, as s claimed, the law firm is a bona fide partnership, then the payments

would constitute a contnibution from itas well See 11 CFR §110 1(e). ' In any event, LLawrence

[ally and the law firm were prohibited from contnbuting in excess of $1,000 to each election in
which Grant Lally was a candidate, or $2.000 in total  /d  Through these numerous payments to the
candidate, Lawrence Lally and the law firm made contrnibutions far 1in excess of that amount, which
Grant Lally and the Lally campaign accepted and misreported, in violation of 2 U S € §§ 441a(f) and

134

= In refusing to provide documentation, the candidate cited the attorney-client privilege and an

opinion from his county ethics board. However, law firm invoices containing the amount of fees, the
iaentity of clients and a general description of services are not protected by the attorney-client privilege.
See Vingelli v. United States, 992 F. 2d 449 (1st Cir. 1993); Colton v United States, 306 F.2d 633, 637-
38 (2d Cir. 1992), cert denied. 371 US 951 (1963). In addition, prior to making this claim the
candidate had already revealed the identity of his chients and how much they allegedly paid, and,
moreover, his clients have signed affidavits drafted by the candidate that disclose that services were
provided and indicate the amounts paid. As such clients had already provided such information, they
have waived any privilege that may have existed with respect to the limited information sought by the
Commission’s Subpoena.

" The respondents have asserted that the law firm is a partnership. Under New York law, a

partnership is “an association of two or more persons to carry on as co-owners a business for profit.”
39 N.Y. Partnership Law § 10. The respondents assert that there are no partnership agreements. In
addition, they have stated that no federal partnership tax returns are filed. Thus, the law firm does not
appear to be a partnership for federal tax purposes.




2. Additional Law Firm Payments
a. Overview
Regarding the discrepancy between the candidate’s reported 1994 law firm income of $102 89|
and the $179,891 he actually received dunng 1994, as discussed supra at pages
4-10, he claims that $43 000 was for the sale of Bantam Place. With respect to the remaining

amount, this Office made attempts to obtain some explanation for the discrepancy in July of 1996 and

in January and February of 19977 It was not until a letter dated March 12, 1997, that the candidate

finally offered his explanation; claiming that $10,000 of the difference was for Lawrence Lally's
purchase of the candidate’s interest in stock and that $23.000 of the difference was part of the “pay
off” of debt which his parents owed to his grandparents. However, as discussed in more detail

below, the candidate’s 1997 explanation directly conflicts with statements he made under oath in

1996 2

b. Facts

On his 1994 EIGA statement, Grant Lally indicated that he had an interest in a corporation
identified as Museum Source, Ltd. (“Museum Source™), and that he was President of that corporation.

In response to the portion of the Commussion’s interrogatories of May 16, 1996, regarding his interest

- This Office first raised the 1ssue about the dispanty between Grant Lally's reported income and

the amount which he received from the law firm in a letter to him dated July 31, 1996. During the
candidate’s deposition on January 29, 1997, this Office provided him with copies of all the checks and
asked if he could explain the disparity. However, he indicated that he would need to review his “books.”
Grant Lally Depo. at 158. Thus, additional requests were made by this Office via letters dated

February S and 24, 1997.

- As explained in the text at pages 4-5, 20-24, the respondents claimed that the difference between

the $179,891 he received from the law firm in 1994 and his income of $102,891 can be attributed to the
proceeds from Bantam Place ($43,000), sale of stock ($10,000) and debt payment ($23,000). However,
this totals only $178.891 The respondents have not explained the additional $1,000 that makes up the
difference.
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in Museum Source, the candidate indicated that he owned 160 shares in that corporation and stated
that the market value of its assets was $15,000. The 1996 interrogatonies explicitly asked the
candidate whether any of his shares in Museum Source were sold or transferred at any time during
1993-1994, and asked for the identity of all purchasers or recipients of such shares. The Commission
also subpoenaed all documents related to any such sales or transfers of stock in Muscum Source. In
his response dated June 28, 1996, Grant Lally swore that *no” shares of his stock in Museum Source
were sold duning 1993-1994  Although the candidate produced the corporate bylaws, articles of
incorporation and minutes from the imtial meeting of the board of directors, no documents related to

any sale or transfer of stock were produced in 1996.

Then, after this Office repeatedly raised the 1ssue about the discrepancy between the amount of

funds he received from the law firm and his reported income, the respondents submitted a letter dated
March 12, 1997, claiming that $10,000 of the difference was for Lawrence Lally's purchase of the
candidate’s interest in Museum Source. By letter dated March 19, 1997, this Office sought
documentation in support of the alleged sale of the stock. On April 2, 1997, the respondents
produced a copy of an undated stock certificate signed by the candidate which indicated that
[.awrence Lally owned 160 shares of stock in the corporation.

Regarding the $23,000 claimed to be for debt payment, the investigation has shown that
Lawrence and Ute Lally owed to the candidate’s grandparents, Kurt and Margaret Schurm.
The candidate’s parents used the funds to purchase or improve real property. In 1992 and 1993, the
Schurms conveyed a 1/3 interest in that debt to the candidate  In response to the Commission's
Subpoenas related to such debt, the candidate produced checks indicating that each month the
candidate’s parents paid a portion of the debt directly to the Schurms The payments to the Schurms

totaled per month and came from Lawrence Lally's “"Real Property Account.™
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Although the Commission’s Subpoena, dated May 16, 1996, requested all documents related to
mortgages or debts owed to Grant Lally, the imtial response only contained the documents through
which the candidate was granted the 1/3 interest in his parent’s debt and the documents evidencing
the initial loans from the Schurms. As the documents produced were himited and did not explain the
basis of the transactions, this Office made a follow-up request by letter dated July 23, 1996, sceking
“documents related to the sale or mortgaging of personal or real property . 1e payment(s) received
from Lawrence or Ute Lally™ and “any other document related to such montgages.™ The letter of
July 23 sought from the debtors, Lawrence and Ute Lally, checks issued by them “te Grant Lally or
others (Schurms) for such debt throughout the applicable tme frame.” In response. the candidate

produced copies of two cashier’s checks dated October 21, 1994, totaling $87,357, that were issued to

' 21 : p— ;
him by the Schurms ™ In response to the Commuission’s follow-up requests for documentation, the

candidate’s swom response stated that there were "no “documents.” The transaction was between
tamily members ™ Regarding the request made to Lawrence and Ute Lally for documents related 1o
payments for such debt or mortgages, Lawrence Lally, who is acting as the candidate's co-counsel in
this matter, stated: “checks to Grant Lallv-None.”

In contrast to the above statements, the respondents’ letter of March 12, 1997, claims that
$23,000 of the funds provided by the law firm were payment for debt owed by the candidate’s

parents. In addition, in an Apnl 2, 1997 response to a request for documentation in support of his

" The candidate liquidated most of his 1/3 interest in that debt to finance his 1994 campaign.

Specifically, just prior to the 1994 general election, he received $87,357 from his grandparents as
“partial satisfaction” of his interest in his parents’ debt. A total of $81,500 of that amount was loaned to
his campaign. Although the candidate has not provided any documentation setting forth the terms
related to his receipt of these funds in 1994 and claims that none exist, the documents in which he was
granted the interest in the debt were provided and they appear valid, i.¢., they are notarized and dated.
Those documents were executed in 1992 and 1993, prior to when Grant Lally began running for
Congress. Thus, this Office concludes that the $81,500 appears to have constituted “personal funds.”
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claim about the $23,000, the respondents produced a copy of a “Payot! Letter,” dated December 7,
1994, signed by himself  The "Payolt Letter” acknowledges the candidate’s receipt of the $23,000 as
partial payment for the debt owed by his parents.

b. Analysis

[he candidate imtially averred that no shares of stock 1n Museum Source were sold at any time
during 1993-1994  Then, after the documents produced in response to the Commission Subpoena
disclosed a large difference between his asserted law firm income for 1994 and the amount he
actually received, the candidate, without explanation, claimed the opposite, directly contradicted his
tesumeny and produced a document that had been previously explicitly subpoened but that was not
produced. In any event, the candidate has failed to offer any credible or independent evidence in
support of his claim that he sold the Museum Source stock in 1994 The stock certificate, the only
piece of evidence produced. 15 not dated. 15 not signed by the Secretary - Treasurer of the corporation
and does not contain the corporate seal, as required by the corporation’s Articles of Incorporation
Ihere 15 also no evidence that the 1ssuance of the stock was entered on the corporation’s books, which

>

1s also required by the Articles of lncorpuration.z‘

With respect to the $23,000 in law firm payments, the candidate's most recent claim similarly

conflicts with prior sworn submissions. Although the candidate has produced a document claimed to
be a “PayofT Letter” for the $23,000 received from his parents, in his 1996 response to explicit

requests for any such documents, he stated under oath that there were “no *documents'™ asserting that

“the transaction was between family members.” In addition, Lawrence Lally's 1996 response to

- The corporate documents reveal that Grant Lally purchased his 120 shares for $60 in 1990. As

the candidate claims that the $10,000 was for the 1994 sale of the 160 shares, it would appear that he
would have had a capital gain from the alleged 1994 sale. However, Grant Lally's 1994 tax return does
not report any capital gains at all.
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requests for such documents was “checks to Grant Lally-None.” Lawrence Lally's response indicated
that neither he nor Mrs [ally made any direct payments to the candidate for the debt during 1994
Yet the response submitted in March of 1997 claims the opposite; that during 1994 they provided the
candidate with $23,000 for the alleged debt via checks drawn on the law firm account. The candidate
has also failed to offer any credible or independent evidence in support of the claim that the $23,000

in payments atissue were for the debt. The “Payoff Letter™ was signed only by the candidate

- 2
himself, was not notanized and not signed in the presence of any witness

Finally, given that despite exphait requests in May and July 1996, the Stock Certificate and the
“Payotf Letter” were not produced until March of 1997, after the candidate's deposition, it is unclear
when they were created  In fact, despite two requests, the candidate could not even identify which of
the 21 law firm payments atissue was for the alleged $10.000 sale of the stock or for the alleged debt
payment totaling $23,000  Instead. the candidate indicates that the $10,000 “[c]heck was issued in
Fall of 1994--specific date not recorded.”™ and with respect te the alleged debt pavoff of $23.000, that
the “specific dates not recorded ™ Thus, the facts at hand suggest that the documents produced in
March 1997 may have been created 1n a post hoc attempt to support the candidate's assertions about
the dispanty between his reported income and the amount that he actually received.

The funds at issue provided in the form of law firm checks, totaling $33,000, constituted

“contributions™ to Grant Lally’s 1994 Congressional campaign. As we concluded above with respect

" Other documents produced demonstrate that it was Lawrence and Ute Lally's practice to provide

much smaller payments by checks issued directly to the Schurms from the “Real Property Account.”
Here, without explanation, it is claimed that the candidate was directly provided with an amount that was
far in excess of what was usually paid each month and that equaled a substantial portion of the total debt
owed. And unlike the checks issued to the Schurms for such debt, the payments to the candidate were
not issued from the “Real Property” account. Rather, the $23,000 was derived from the law firm
account. In addition, there is no evidence that the other owners of the interest, Kurt and Margaret
Schurm, consented to or were even informed that this $23,000 was provided directly 1o the candidate.
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to the purported law firm income, these funds were contributed by Lawrence Lally through the law
firm. and accepted by Grant Lally and the Lally campaign in violation of 2 U.S.C § 44]a(f). These
contributions were also either misreported by the Lally campaign and its treasurer, or not reported at
all in violation of 2 U S C § 434,

F. PAYMENTS TO TERESA WHITE

Ieresa White was reported to have been the Lally campaign’s manager in the Spring of 1994
Ms White assents that during 1994 she performed services for the campaign. Ms White indicates
that she recerved payvment for her services and that such payments were 15sued from the account of
Lally and Lally, Esquires The Lally campaign’s 1994 disclosure reponts did not disclose any
payments to Ms. White

in responsc to the Commission’s investigation, the respondents produced three checks from the
account of Lally and Lally that had been issued to Teresa White: $600 on March 10, 1994, $2.000 on
Apnl 16, 1994 and $1,000 on May 5, 1994 They also produced a letter from Ms White, dated
March 22, 1994, setting forth various campaign services she would perform as manager of the Lally
campaign

The $3,600 paid to Ms. White from the law firm account was made on behalf of the Lally
campaign and was thus a contribution to the candidate and his campaign. The payments appear to
have been the initial start up costs for the campaign. They also constitute the first contributions made
to the Lally campaign, and the beginning of many law firm payments made on behalf of the
candidate. Yet these payments made to Teresa White from law firm funds were never reported on the
Lally campaign’s disclosure reports.

As previously discussed, Lawrence Lally and the law firm were only permitted to contribute

$1,000 towards each election in which the candidate was involved, or $§2,000 in total. The payments




to Ms. White, totaling $3,600, were 1n excess of the limitations of the Act and were not reported in
violation of 2 U S C §§ 441a(f) and 434

G. KNOWING AND WILLFUL NATURE OF YIOLATIONS

['he Act explicitly provides that the Commussion may find that violations are knowing and
willful 20U SC §437g The knowing and willful standard requires knowledge that one 1s violating
the law  Federal Election Commission v John 4 Dramesi for Congress Commuttee. 640 F- Supp
98S (D NJ 1986) A knowing and willful violaton may be established by “proof that the defendant
acted deliberately and with knowledge that the representation was false.™ Unmired States v Hophing,
916 F 2d 207, 214 (5th Cir 1990) An inference of a knowing and willful violation may be drawn
“from the defendant’s elaborate scheme for disguising”™ their actions and that they “deliberately
conveved information they knew to be false to the Federal Flection Commission.™ /4 at 214-215 "It
has long been recognized that “efforts at concealment [may ] be reasonably explainable only in terms
of motivation to evade” lawtul obhiganons ™ Jd at 214, citing Ingram v United Stares. 360 US 672,
679 (1939}

The evidence adduced throughout this investigation demonstrates that the violations by the
candidate and the Lally campaign were knowing and willful. First, the respondents” efforts to
conceal the true source of the payments at issue are evident by the manner in which such payments
were funneled through the candidate’s account into the Lally campaign. For example, in May of
1994, three checks, totaling $91,000, were deposited in the candidate’s personal account which, either
immediately upon receipt or within a short uime frame, were transferred to the Lally campaign
account, i.c., payments totaling $25,000 and $48,000 claimed to be for Bantam Place and $18,000
claimed to be for the Corvette. Similarly, many of the law firm payments and a subsequent line of

credit taken by Lawrence Lally, then treasurer, were sinilarly passed through the candidate’s account
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to the Lally campaign, 1.¢., $12,890 on October 12, $30.000 on October 19, $14,598 on October 24,
1994

Second, the evidence at hand indicates that the candidate and Lawrence Lally, both of whom
are attorneys, were aware of the contribution limitations and that such limitauons applied here  The
respondents’ awareness of the Act's imitations 1s evident from the elaborate scheme they devised in
an attempt to legitimize these payments, ¢ g, the claim that payments from Lawtence Lally
eventually totaling $116.000, recerved in various unexplained amounts duning several key points in
the campaign, were for the sale of Bantam Place and the claim that $18,000 received by the candidate
in May of 1994 was for the sale of a Corvette

Moreover, in August of 1994, after observing the first of the alleged candidate loans, the
Commussion exphicitly informed the Lally campaign in wnting that “personal funds™ are “strictly
defined” and directed 1t to the definition of personal fundsat 11 CFR § 11010 Yet even after
receiving and responding to the Commussion’s letter, the Lally campaign went on accepting the
payments in question  Indeed, in October of 1994, Lawrence Lally d'b/a Lally and Lally, Esquires,
took a second line of credit totaling $43,000, that was used by the Lally campaign. The respondents
thus acted in knowing disregard of the Commission’s written notice.

Further questions are raised by the respondents’ failure to inform lenders of the true purpose of
bank loans used to fund the campaign. When applying for a line of credit in May of 1994, Lawrence
and Ute Lally did not inform the bank that the funds were to be used for Grant Lally’s candidacy.

Instead, the bank was informed that this line of credit was a “home improvement loan.” Yet within

days of receipt, $48,000 of the funds borrowed from that bank was provided to the campaign.

Similarly, the bank that supplied the respondents with $43,000 in October of 1994, was informed that
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the funds were to be used for a “business loan™ for the law firm of Lally and Lally, Esquires. Upon

receipt, however, these funds were almost immediately provided o the candidate and his campaign
Finally, the knowing and willful nature of these violations 1s evident by the history of document
production n this case At the outset of the investigation, the respondents strenuously resisted
compliance with the Commussion’s Subpoenas and Orders of May 16, 1996, which were aimed at
determunming the sources of the loans in question After numerous unsuccessful attempts to obtain
compliance, on July 16, 1996, the Commussion authorized this Office to file a civil suit in the United
States District Court In October of 1996, atter this Office was assured by the respondents that they
had produced all responsive documents, the Commussion determimned not to file suit After
depositions under oath conducted in January of 1997 failed to explain certain previously discussed
discrepancies, the respondents submitted written responses that directly contradicted their earlier
sworn wnitten statements. See discussion at pages 21-26 - Moreover, the respondents produced
documents, some of which are undated. that they had previously claimed did not exist. 1 e . Museum
Source stock certificate for $10.000, debt “Pay off™ letter tor $23,000. /d The evidence also
suggests that the deed that 1s claimed to have been related to the 1994 sale of Bantam Place was
created in response to the Commission’s inquines. /d. at pages 6-7. In addition, the candidate's
testimony regarding his failure to pay capital gains tax for Bantam Place in the year the $116,000 was
received was directly contradicted by the accountant who prepared his taxes. /d. at page 7, fn. 5. In
short, in an effort to hide the true source ot the money which funded Grant Lally’s 1994 House
campaign, the respondents first resisted comphance with the Commission’s discovery and later
submitted information contradicting previous responses submitted under oath and produced

documents that they had previously averred did not exist and that appear to have been created afier
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the fact. Thus, the knowing and willful nature of these violations can be inferred from the
respondents’ efforts to impede 1f not obstruct this investigation.

In light of the above, the Office of the General Counsel recommends that the Commission find
probable cause to believe that Grant Lally, Lally for Congress and its treasurer, knowingly and
willfully violated 2 U S C §§ 441a(f) and 434
1. MUR 4362

A. Applicable Law

[ he FECA requires each candidate for Federal office (other than the nominee for the office of
Vice President) to designate in writing his or her authonzed campaign committee. 2 U S.C.

§ 432(e)( 1) Such designation shall be made no later than 13 days after becoming a “candidate ™ /d/
See also 11 CFR §101 1 The Act defines a candidate as an individual who seeks nomination for
clection, or election, to Federal otfice, and an individual 1s deemed to be a candidate if. inter aha,
such individual has recerved contnibutions aggregating in excess of $5,000 or has made expenditures
aggregating in excess of $5,000. 2 U.S.C. § 431(2)(A).

A contribution that is not designated in writing for a particular election is made for the next

election for Federal office held after such contribution is made. 11 C.F.R. § 110.1(b)}2Xii). A

candidate and his or her political committee may accept contributions made after the date of the
election if such contributions are designated in writing by the contnibutor for that election and if such
contributions do not exceed the adjusted amount of net debts outstanding on the date the contribution
is received. 11 C.F.R. § 110.1(b)3)(i11). A contrnibution is considered redesignated if it meets the
requirements set forthin 11 C.F.R. § 110.1(b)}5Xii), i.e., 1t is signed by the contributor, is obtained

within sixty days of a contribution’s receipt. If a contribution is redesignated by a contributor, the
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treasurer must report the redesignation in a memo entry on Schedule A of the report covering the
penod in which the redesignation s received 11 CF R § 104.8(d)(2)

The Act requires that each disclosure report filed state the amount and nature of outstanding
debts and obligations owed by or to such political committee. 2 U.S € § 434(b)(8). Debts and
obligations must be continuously reported until extingmished. 11 CF R § 104 11(a). Debts in excess
of $500 must be reported as of the date on which they are incurred, except that any obligation
incurred for rent, salary or other regularly reoccurring administrative expense shall not be reported as
a debt before the payment due date. 11 CFR § 104 11(b)

B. Factual and Legal Analysis

i. Facts

Grant Lally filed his Statement of Candidacy for his 1996 bid for Congress on June 3, 1996
During 1995, Lally for Congress received $19.681 in contributions; $8,211 during the first six
months and $11.470 dunng the second six months The Lally campaign states that $14.259 of the
$19.681 received in 1995 was “used for the purposes of retiring debts and obligations of the
[C]committee and maintaining the operations of the Commitize so that efforts at debt reduction could
be sustained.” Specifically, the Lally campaign states that during 1995 it paid 1994 debt totaling
$13.208, and that it spent $1,051 to raise funds to pay that debt. However, the campaign’s 1995
reports did not indicate that the contributions received were made to retire 1994 debt. The Lally
campaign’s reports also show that as of Apnl 3, 1996, two months prior to when the candidate's
Statement of Candidacy was filed, the Commuttee had expended $5,639 during 1996 alone.

The Committee’s 1995 Year End Report omitted $3,065 that it previously reported that it owed
to N.S. Pedersen Co. In response to a request for information from RAD, the Committee’ s treasurer

wrote that [a]fter reviewing our records, we found that this debt never existed, and was mistakenly
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reported.” The Lally campaign also reported making three payments totaling $4,578 to Thomas
Ballau tor “consulting fees”™ during 1995

ii. Analysis

The information at hand indicates that Grant Lally qualified as a “candidate™ under Section
432(e)(1) well betore he filed his Statement of Candidacy on June 3. 1996 The Committee's reports
disclose that 1t accepted $19,681 in contnbutions during 1995 Although the Committee now claims
that a large portion of those contrihutions were used to pay 1994 debt, there 1s no evidence that
wnitten designations were obtined for those contnbutions. Such wnitten designations were required
for contributions to be accepted for 1994 debt. See 11 CF R § 110 1(b)}3)(i1) and (111} Moreover,
all contributions received after the 1994 clecuon cyele that were not designated 1n writing by
contributors for 1994 debt retirement within 60 days were considered to have been made with respect
to the next election, in this case the 1996 pnmary. See 11 CFR § 110 1(b)2)(11) Thus, by mid-
1995 the Lally campaign had accepted contributions m excess of $3.000 for the 1996 election cycle
As Grant Lally did not file his Statement of Candidacy unul June 3, 1996, it appears that he violated
Section 432(e)( 1)

The Lally campaign’s reports also disclose that during 1996 it spent in excess of $5,000 more

than 30 days before Grant Lally filed his Statement of Candidacy on June 3, 1996. As noted, by

April 3, 1996, two months prior to when the Statement was filed, it had spent in excess of $5,000.
The information at hand also indicated that the Lally campaign filed inaccurate disclosure

reports and failed to report debt as required. The Committee had reported a debt of $3,065 to N.S.

Pedersen Co. for “printing,” but later omitted it and acknowledge that such debt “never existed, and

was mistakenly reported " The Lally campaign and its treasurer have thus violated
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2 U.S.C § 434 by filing inaccurate disclosure reports. The Lally campaign claims that the three
payments totaling $4,578 made to Thomas Ballau for “consulting fees” during 1995 was actually
incurred in connection with the 1994 election. Yet such debt to Mr. Ballau was never reported at any
time duning 1994 Thus, the Lally campaign and its treasurer have violated 2 U.S C. § 434 by failing
to report such debt when required

In Light of the evidence at hand, the Office of the General Counsel concludes that there 1s
probable cause to believe that Grant M. Lally violated 2 U S C § 432(¢) by taihing to umely file his
staternent of candidacy and that Lally for Congress and Bruce Cozzens, as treasurer, violated
2USC 3§43
IV. RECOMMENDATIONS

| Find probable cause to believe that Grant M Lally knowingly and wallfully violated
2USC §4d41ah) with respect to MUR 4128

2 Find probable cause to behieve that Lally for Congress and Bruce Cozzens, as treasurer.,
knowingly and willfully violated 2 US C. § 441a(f) and 2 U S.C. § 434 with respect to MUR 4128

3. Find probable cause to believe that Grant M Lally violated 2 U.S.C. § 432(e) with respect to
MUR 4362.

4 Find probable cause to believe that Lally for Congress and Bruce Cozzens, as treasurer,
violated 2 U.S.C. § 434 with respect to MUR 4362.

7

.awrence M. Noble
General Counsel
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(202) 457-6405

August 9, 1997

VIA FACSIMILE AND HAND-DELIVERY

Navier K McDonnell. Esquire
Othice ot the General Counsel
Federal Elecuon Commuission
VOO E Street. N W
Washington, D € 20463

Re MIURs 4128 and 4362
Dear Mr McDonneli
Enclosed please find executed forms designating me counsel of record to the Lally for
Congress Commuittee and 1ts treasurer (a Form | replacing Bruce Cozzens as treasurer has

previously been filed with the Commission). Grant M. Lally. Lawrence M. Lally and Ute Wolft
[ ally 1n the above-captioned matters

By this letter. we hereby request on respondents’ behalf an extention in which to respond
to the General Counsel's briefs recommending a finding of probable cause. We note the denial of
the resnondents’ request for preprobable cause conciliation and the fact that the General Counsel
is recommending that some of the violations be found knowing and willful.

This extension 1s necessary for a combination of reasons. | have only recently been
retained 1n this matter The General Counsel's recommendations demonstrate the severity with
which vour office regards the matter  The record in the case is unusually voluminous, the
respondents have not vet been able to obtain transcrips of the depositions taken in this matter,
and the issues appear to be unusually complex and fact-driven. | will be also be out of town for
the next two weeks and (as the Commission knows) face an unusually heavy schedule for the
remainder of this month and September.

Accordingly. we request an extension of 45 days from the original due date so that we
may become sufficiently tamihiar with this matter to file the necessary responses. The

e




PATTON BOGGS, L L.P.
Xavier K McDonnell. Fsq
August Y, 1997
Page 2

Commission's letters were received on July 29, 1997, Accordingly we propose that the
respondents’ replies be due at the Commussion on September 29, 1997

While we behieve the posture of this case demonstrates that 1s not the ordinary case before
the Comnussion, if the Office of General Counsel decides 1t cannot grant the requested
extension, we ask that vou submit it to the Commission

Thank vou for vour attention

Attachments
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FEDERAL ELECTION COMMISSION

August 12, 1997 SENSITIVE

Washington, DC 20463

MEMORANDUM
TO The Commussion

FROM [Lawrence M Noble
General Counsel

A
BY [Lois G Lemer ;')r/
Associate General’Counsel

SUBJECT Shorter Voting Deadline for General Counsel's Memo 1n MUR 4128 & MUR 4362

Pursuant to the Circulated Vote Provisions of Directive 52, the Office of the General
Counsel 1s circulating the attached memo on a 24 Hour Tally Vote basis




FIDERAL FLEC TION COMAMISSIHON
August 12, 1997
MEMORANDUM

TO I'he Commission

From [.awrence M Noble
Creneral Counsel

Lois G Lerner /(

Associate General Counsel

SUBJECT MURs 4128 and 4362
Request for Extension of Time

On Julv 24,1997 this Office sent General Counsel’'s Briefs to Lally for Congress and its
treasurer, Grant M Lallv. Lawrence Lally and Ute Lally The letter accompanying the General
Counsel's Briefs informed the respondents that their response briefs were due within 15 days and
that any requests for an extension must be submitted five days pnor to the due date On July 29,
1997 counse! to whom the Bnefs were sent, who had represented these respondents for over a
vear including throughout their depositions, called this Office acknowledging receipt of the Bnefs
The respondents’ briefs were thus due on August 13, 1997 Dunng that phone call, counsel also
indicated that he would be requesting an extension and thus Office remunded hum that such a
request must be made in wnting

On August 11, 1997, just two days before the due date. this Office received the attached
letter indicating that the respondents had designated new counsel to represent them in these
matters Attachment 1 This new counsel requests an additional 45 days, or until September 29,
1997, to submut a response In seeking this request, counsel asserts that he has only recently been
retained 1n these matters, the record is unusually vol.minous, an inability to obtain deposition
transcnipts, that he will be out of town for two weeks and that he has a heavy schedule. Id

This Office 1ecommends that the Commussion deny the respondents’ request for an
additional 45 days, or a total of two months, to submit their reply briefs Instead, this Office
recommends that the Commussion grant the respondents 30 days in addition to the 15 days they
already have had. to submt their response briefs First, after having had been represented by prior
counsel for well over a year and throughout their depositions, respondents have chosen to obtain
new counsel and to inform this Cffice of that change just two days before the due date. Second,
when respondents’ new counsel chose to represent them in this matter he was fully aware of the
posture of this case and of the umeline for responding to the Briefs Third, contrary to
respondents’ representations, according to the court reporter, the deposition transcripts were sent
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MURs 4128 and 4362

Memorandum to the Commusion

Page 2

to the respondents via Federal Express on August 5, 1997, before this extension request was even
made Fmally, granting a 30 day extension will permut this Office to more expeditiously resolve
this 1994 election cycle case

In hight of the above, this Office reccommends that the Commussion deny the respondents’
45 day extension request, but instead grant the respondents an additional 30 days which will
provide them with ample time to prepare their response briefs Thus, the response briefs would
not be due until September 12, 1997

RECOMMENDATIONS

I Deny the respondents’ request for an additional 45 days to subnut their reply briefs in
MURs 4128 and 4362

2 Grant the respondents 30 additional days or until September 12, 1997 to submut their
reply brniets in MURs 4128 and 4362

i Approve the appropnate letter

Staft Assigned Xawier K McDonnell




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Lally for Congress and Grant M. Lally, MURs 4128 and
as treasurer; 4362

Lawrence Lally;
Ute Lally.

RTIFI

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 13, 1997, the
Commission decided by a vote of 5-0 to take the following
actions in MURs 4128 and 4362:

& Deny the respondents' request for an

additional 45 days to submit their reply
briefs in MURs 4128 and 4362.
Grant the respondents 30 additional days or
until September 12, 1597 to submit their
reply briefs in MURs 4128 and 4362.
Approve the appropriate letter, as
recommended in the General Counsel's
Memorandum dated August 12, 1997.
Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

9—14;{;2 7 Ms jorie ‘%‘-W
Secretgry of the Commission

Received in the Secretariat: Tues., August 12, 1997 2:06 p.m.
Circulated to the Commission: Tues., August 12, 1997 4:00 p.m.
Deadline for vote: Wed., August 13, 1997 4:00 p.m.
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FEDERAL ELEC TION COMMISSION

Jade |

August 13, 1997

Benjamin [ Ginsberg, Esquire
Patton Boggs, LL.P

2550 M Street, NW
Washington, DC 20037-1350

MU'Rs 4128 and 4362

Grant M Lally

Lally for Congress

Lawrence M. Lally

Ute Wolf Lally
Dear Mr Ginsberg

T'his is in response to your letter dated August 9. 1997 and received on August 11, 1997,

requesting an extension of 45 days to respond to the General Counsel’s Briefs in the above-
captioned matters. After considenng the circumstances presented in your letter, on August 13
1997, the Commussion denied that request However, the Commussion granted your clients an
additional 30 days, or until September 12, 1997, to submut their response  Accordingly, your
response 1s due by the close of business on September 12, 1997

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

Sincerely,
Br .

Xavier K. McDonnell
Attorney
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FEDERAL ELECTION COMMISSION

WALSHINGTON DO Dan )

August 27, 1997

Benjamin L.. Ginsberg, Esquire
Patton Boggs. LLP

2550 M Street, NW
Washington, DC 20037-1350

MURs 4128 and 4362
Lally for Congress, and
Dawn Fasano, as treasurer

Dear Mr Ginsberg:

On July 24, 1997, John Ciampoli, Esquire, was provided with a General Counsel’s Brief
in the above-captioned matters. On August 9, 1997, the respondents designated you as counsel
tn these matters, and a letter received by you on August 21, 1997, indicates that Lally for
Congress amended its Statement of Organization to change 11s treasurer Enclosed is an
additional copy of the General Counsel’s Brief, dated July 24, 1997, for the new treasurer.
Consistent with the Commission’s treasurer policy. this Office will make probable cause
recommendations against Ms. Fasano. as treasurer

As indicated in our correspondence of August 13, 1997, vour response to the General

Counsel’s Briefs is due by the close of business on September 12, 1997 If you have any
questions, please contact me at (202) 219-3400.

Sincerely,

Xi'wa L "O""‘{//

Xavier K. McDonnell
Attomey

General Counsel's Brief
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PATTON BOGGS. L.L.P.

2550 M STREET. N W NAL
WASHINGTON D C 20037 1350 ORlGI
1202 4%7 6000

facsmmng QO21 457 6%

September 12, 1997

Xavier K McDonnell, Esquire
General Counsel's Office
Federal Election Commission
999 | Street, N.W
Washington, D C. 20463

Re N

Dear NMr. McDonnell:

We are tiling herewith Respondents' Brief in Oppaosition to Office of General Counsel's

Recommendation to Find Probable Cause for the above reterenced MURs. If you have any

questions, do net hesitate to call me at (202) 4537-6405

—

/g;‘m',Zrel_\.

BLG/ymt

Enclosure




BEFORE THE FEDERAL ELECTION COMMISNSION
In the Matter o!

Grant M [ ally MUR 412K
Lally tor Congress. Dawn Fasano, MIUR 4362

das treasurer

| awrence | ally
e Woltt 1 ally

RESPONDENTS' BRIEF IN OPPOSITION TO OFFICE OF GENERAL COUNSEL'S
RECOMMENDATION TO FIND PROBABLE CAUSFE’

INTRODUCTION

Despite the tactual record betore 1t the Ottice of General Caounsel has recommended
findings of knowing and willtul violanons ot the Federal Elecuon Campaign Act ("the Act™)
against Grant M Lallv, his campaign commuttee, s tather and his mother  Lally, a candidate in
1994 and 1996 10 New York's Sth congressional district. 1s partners with his semi-retired father
in a two-person law tirm - Its a tamily business. and the Lallys have enjoved success over the
vears

As a challenger to a well-entrenched mcumbent 1in 1994, Grant Lally acted to bring as
much of his personal resources into the campaign as he could. To accomplish that, he used his
carnings from the law firm as well as investments he had made over the vears. Many of his

assets were ted to the tamuly law tirm and many ot his investments were made with members of

The General Counsel has filed two separate briets relating to these Matters  As the briefs are duplicative,
Respondents are submitting one response.  The two briets submitted by the General Counsel will be
heremnafier referred to as “First Generai Counsel's Br ™ iconcerming. mmer alia, Grant Lallv) and "Second
General Counsel's Br 7 (concerming. tnrer alia, Lawrence Lally)

Mr Lally has no intention ot again running tor elected othce




his family  As a result. hquidating them involved. by necessity. other members of his tamihy
[he General Counsel's bnet sees this as an allegal scheme to tund a campaign  Rather, a
dispassionate review of the facts demonstrates that cach and every dollar questioned by the
General Counsel was legiumately an asset of Grant Lallv's, tor which he had received tair marker
value

Because in several instances the purchaser was his father. the General Counsel's briet
insimuates something improper about the transaction  The Commussion’s Regulations. however,
do pot disquabity tamily transactions. Instead. the test 1s whether the candidate had legal utle or
an equitable title to the asset and whether the candidate received tair market value for the real or
personal property when it was sold. See 11 C § 110,10

[he legahty and propriety ot the transactions at issue 15 established by a tair reading ot
the record  This 1s the Respondents tirst detatled pomnt-by-point discussion of the charges It
shows that while record-keeping of a tamily s investments and two-person law firm may not have
been those of a major publicly-traded corporation -- the standard the General Counsel's briet
apparently sees -- all the transacuions questioned here are permissible under the Act and the
Commussion’s Regulations.

As this response, and a~ objective review by the Commssion, will show, there are, at
most. minor violations of the Act. and certamnly nothing that warrants a knowing and willful
violanon  Respondents also urge the Commussion to bear in mind that Mr. Lally has always
relied on volunteers  He had never before sought pubhic office. and his campaign was small and
under-staffed. and not expenienced in congressional campaigns. Accordingly. Respondents

respectfully request that the Commission find no probable cause and vote to dismuss this matter.




. THE G NS

I he allegations center around whether the sources of $319.991 the candidate loaned 1o his
campaign were permissible under the Act. This Briet demonstrates that the sources for all the
loans were assets to which the candidate had a legal night of access to or control over and to
which he had either @ legal and nghttul ttle ar an equitable interest  The sources for these loans
tall into three categones -- (1) purchases of $116.000 worth of real property from Grant Lally by
his parents. Lawrence and [te Woltt Lally, (2) $18.000 involving the sale of a car trom the
candidate to the candidate’'s parents. and (3) S102.891 recenved by the candidate as his
compensation from his two-person law firm

Despite evidence to the contrany | the General Counsel's Brie! states that, rather than Grant
[allv's personal tunds. the tunds were trom Lally's parents. bank loans obtained by his parents.
and “an unexplained stream of checks and transters” from the two-person law tirm.  The truth. as
demonstrated herein. 1s that Grant Lallv possessed assets tor which he received market value
In some instances. the purchaser was his father and or mother and. 1n some instances. his parents
did borrow tunds to do so But there 1s no prohibition on parents or family members being the
purchasers and there 1s no prohibition barring purchasers of assets from borrowing funds for such
transactions.  Violatons would occur only if the cand. 'ate did not own or have an equitable
interest 1n the asset sold. or 1f the sale was in excess of fair market value

In each instance questioned. Grant Lally did own the asset and the sale was for fair

market value. It 1s here that the General Counsel's Brief falls *

Indeed. his Ethics in Government Act statement filed in August of 1994 establishes that Grant Lally’s personal
assets far exceeded the amount loaned to the campaign

The General Counsel’s Briet also makes much of disputes over responses to the Commassion's Subpoenas and
Orders  There are two sides to this dispute -- Mr Lally maintains that overzealous requests and unrealistic
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AN

Secton 1O TOar of the Commussion’'s Regulations states that candidates for tederal
office may make unlimited expenditures from "personal funds” to aid their candidacies. Personal

tunds are defined in 11 CF R § 110.10(b) as:
(1) Any assets which. under applicable state law. at the time he or she became a
candidate. the candidate had legal nght of access to or control over and with respect
to which the candidate had either
(1) Legal and righttul utle. or

I An equitable interest

21 Salary and other camed income from bona fide employment

For purposes ot this section, the Commussion has recognized that personal tfunds include
(1) any assets which. under apphicable state law. the candidate had either legal and nghttul utle to
or an equitable mterest 1n at the ume he or she became a candidate. (2) salary and other earmed
income trom bona fide employment. (3) dividends and proceeds from the sale of a candidate's
stocks or other investments, (4) bequests to the candidate: (5) income from trusts established
before candidacy. (6) income from trusts established by bequest after candidacy of which the
candidate 1s the beneticiany. (7) gifts of a personal nature which had been customarily received
prior to candidacy. or (8) proceeds from lotteries and similar legal games of chance. First
General Counsel's Report at 3; see also. e g.. MUR 4208, Matters Referred from the Final Audit
Report on Bennett tor Senate at 5 (describing the scope of section 110.10)

The Commuission’s previous examinations of federal candidates who receive payments

from their law partnerships during campaigns also confirm the legitimacy of the payments from

expectations led 10 the problems  While this dispute 1s irrelevant as to whether violations of the Act occurred.
Respondents ask the Commussion to bear in mind that this is a family operation that stipulates to not keeping
the very formalistic records demanded by the General Counsel's office in the course of s investigation.
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Lally and Lally. Esquires, among others. to Grant Lally © The payments to Grant | ally are based
on the manner in which he has always received payments from the firm dunng his 10 vears of
practice

The tunds challenged by the Commussion in this matter fall under this detinition
Mro [ally had legai and nghttul tide, or an equitable interest. in those assets he sold to produce
tunds. which in turn he loaned to his campaign The other tunds are his compensation trom the
two-person law firm he was in with his father - While the purchaser ot some of the assets may
have been other members of his famiiy. that s not relevant under this Regulation  The test 18
whether Mr Lally had the utle or an equitable interest under New York law  As shown below
he did

I'he Commission's Explanation and Jusufication accompanving a 1983 change to the
Regulation stipulates that the term “equitable interest” applies to "an ownership or pecunian
interest that is not one of legal utie™ and that an equitabie interest must be “lhinked with 'legal
nght of access to or control over ™ 48 Fed Reg 19020 (1983) This defimtion and explanation
fits Mr Lally's situation since section 110 10 plainly states that "personal funds” are any assets
which the candidate has control over and an equitable interest in. That 1s true for all the funds

involved here

In Advisory Opminion ("A07) 1978-6. ! Fed Flec Camp Fin Guide (CCH) € S300 (1978). the Commission
states that “compensation paid {to an individual by his partnership] 1s not a contribution within the
meaning of the Act insofar as 1t 1s paid according to the same compensation scheme followed [by that
individual and the partnership] prior to the onset of [h1s] candidacy * In AO 1979-58. | Fed. Elec Camp
Fin. Guide (CCH) € 5465 (1979), the Commission found that there was no in-kind contribution from the
partnership where a senior partner of a law firm donated his time to a campaign and spent less hours on firm
work without any reduction in his income trom the firm  Furthermore, the Commission placed no emphasis
on the billable hours or other services provided by a partner in determining his compensation The
Commussion merely focused on the candidate as an owner of the firm




The General Counsel's Bnief makes much of the fact that Mr [ allv obtained these funds
trom his parents. at what the Briet terms "Key umes” in the campaign. However. in other MURSs,
the Commussion has not worried about the timing of a loan repayment as long as the asset was
lemitimately the candidate’s  Specitically . in MUR 4314, the Commission tfound no reason to
behieve that a candidate had violated the Act when funds he loaned to his state campaigns were
repand 10 the mudst of his tederal election campaign According to the General Counsel's report,
there was no violation since the loan itselt was legiimate -- 1in other words. the candidate did
own the asset Since he did own the asset. it could be repaid and placed in his tederal account
As the General Counsel’s Report in MUR 4314 states: "The repayment appears accelerated or
made specifically tor the candidate to use these funds tor his federal campaign Although this

may give the appearance of wrongful conduct. this appears not to be a violation ot the federal

clection [aws " [n other words, the 1ssue 1s whether the asset 1s legiimately the candidate’s

IV,  DISCUSSION

The $116,000 Received From Lawrence Lally" Was Payment for Real
Property Purchased From Candidate Grant Lally, and Thus Was the
Candidate's Personal Funds.

The General Counsel takes issue with $116.000 received by Candidate Grant Lally for his

sale of real property (the "property” or "Bantam Place”). asserting that such proceeds were not

T'he General Counsel incorrectly states that the $116,000 was “received tfrom Lawrence and Ute Lally * First
General Counsel's Br at 4, Second General Counsel's Br at 4 Nowhere does the General Counsel offer any
proof that Ute Lally provided to Candidate Grant Lally the $116.000 Instead. the General Counsel merely
alieges that “[p]ant of the money came in the form of a $48.000 check that was derived from a line of
credit taken by the candidate’s parents secured [by] the primary residence of the candidate’s parents.”
First General Counsel's Br. at 9. Second General Counsel's Br at 9 Since lite WolfY Lally is a sitting judge
in New York (and thus ethically prohibited from participating in partisan politics), her husband handied all of
the finances and she was unaware of the land purchase. Ex | (Ute Lally Depo at 16-18) In shont, Ute WolfY
Lally “was not actively involved in the campaign * Ex 2 (Lawrence Lally Depo. at 68) Regrenably, this is
but the first of several examples of overreaching, misstatement and omission apparently thrown in to justify
the allegations of a knowing and willful violation of the Act
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his personal funds as defined by 11 CF.R § 110 10chb). and thus could not be loaned to the
campaign. Despite the uncontroverted tacts in the record, and without citing any direct evidence
to the contrary. the General Counsel's brief’ concludes that "these payments totaling $116.000
were part of a concerted effort to obtamn funds from whatever sources were available to the
candidate’s parents to meet the candidate’s needs and goals at varnous crtical points duning the
campaign " First General Counsel’s Broat 10, Second General Counsel’s Broat 10 Ignoning the
tacts cited below, the General Counsel's Briet patches together questionable inferences and mere
speculation to assert that “tjhe facts at hand behie the claim that the $116.000 which the
candidate recenved trom his tather and used in connection with his 1994 campaign was for the
sale of his 2 3 interest 1in Bantam Place ™ First General Counsel's Br o at 6. Second General
Counsel's Broat 5 Specifically, the General Counsel rehes on (1) an alleged lack of
“independent” supporting documentation, (23 the allegation that candidate did not pay federal
income tax on the sale: 13) an untounded assertion that the purchase price for the real property
was somehow questionable. and (4) statements questoning the "source of the money used” and

-

the "uming of the payments * First General Counsel's Br at 7-10. Second General Counsel's Br.
at 7-10. As discussed more tully below, these unsupported suspicions cannot overcome the fact
that the funds in question were nersonal funds of Candidate Grant Lally which he lawfully
loaned the campaign

Indeed the tollowing tacts, 1gnored or glossed over as inconvenient in the General
Counsel's brief, establish that the money at 1ssue was Grant Lally's personal funds:

¢ Grant Lally purchased a 23 interest in the property 1in 1993, and paid real propenty taxes

and other expenses on the property Ex 2 (Lawrence Lally Depo. at 24-25)

<2




Grant Lally commenced a partition action to acquire the remaming 13 interest Ex 2
(Lawrence Lally Depo. at 34-35)

The property had been appraised at $200.000. Ex 2 (Lawrence Lally Depo. at 25),

In May of 1994, Grant Lally orally agreed to sell his 273 interest to his father. Lawrence
Lallv. tor $S118.000 Ex 2 (Lawrence Lally Depo at 24, 30-31, 36)

In May of 1994, Grant [ally executed a deed tor the property to Lawrence Lally Ex 2
(L awrence Lally Depo.at 27-28. 293 Ex 4 (May 24, 1994 Deed)

In May ot 1994, Lawrence Lally paid o Grant Lally $73.000, nearly 2 3 ot the ol
purchase price. Ex 2 (Lawrence Lally Depo at 250 BEx 3 (May 3 & 21, 1994 Checks)
[.ess than six months later, Lawrence Lally paid o Grant Lally nearly all of the remaiming
balance Py 6 iResponse by Grant Lally to Questions Submuitted)

Grant [ally did not otficially become a candidate for Congress until obtaining the number
of signatures required by New York law in June ot 1994, which was subsequent to the sale
ot the property . Ex 3 (Grant Lally Depo_at 22)

I'he total purchase price. $118.000. was significantly less than 23 of the appraised value of
the property. Ex. 2 (Lawrence Lally Depo at 25)

Grant Lally reported and paid tax on the capital ¢ wn which resulted from his sale. Ex. 3
(Grant Lally Depo. at 80). First General Counsel’s Br at 7, Second General Counsel's Br.
at7.

Lawrence Lally acquired the remaiming (and sull encumbered) 1/3 interest in 1995 for

$25.000 (Gramt Lally had acquired his encumbered 2/3 interest for $40,000). Ex. 2

(Lawrence Lally Depo at 39)




e Thus. Lawrence Lallv expended a total of $143.000 10 acquire all interests in the property
Ex. 2 (Lawrence Lally Depo at 25, 39)
The property was sold in 1995 tor $169.000  Ex 2 ([ awrence Lally Depo. at 25)
The $26.000 protit was kept by Lawrence Lally Ex 2 (Lawrence Lally Depo. at 54-55)
['hus. the funds at1ssue were Grant Lallyv's personal tunds  As demonstrated herein, the theory of

the General Counsel's Briet cannot overcome this tactual record

The General Counsel's assertion concerning the nonexistence of
"independent documentation” is of no import.

To establish a "concerted” conspiracy . the General Counsel's brief cites a few tangenual
tacis. none of which actually raise anv question relevant to the vahdity ot the sale of the
property  For example. because 1t is uncontroverted that Grant Lally orally agreed to sell the
property to Lawrence Lallv. the General Counsels observation concerming the absence of a
written contract 1s 0! no consequence See Exo 2 (Lawrence Laily Depo at 24, 30-31, 36) Nor s
the statement that “the checks and check registers tor the pavments do not contain any indication
that they were related to Bantam Place.” First General Counsel's Br. at 6 and Second General
Counsel's Br. at 5, relevant, since the General Counsel's brief fails to explain what significance it
might have.

Equally tangenual are the General Counsel's mentuon of the lack of notarization of the
deed. the lack of an indication that 1t was signed 1n the presence of a witness, and that the deed
went unrecorded Instead. what 1s matenal (and undisputed) 1s that a deed exists, signed by
Candidate Grant Lally.” which establishes that the sale occurred in May 1994* Ex. 4 (May 24,

Perhaps to overcome this shortcoming. the Generai Counsel's briet mischaracterizes the testimony of both
Grant and Lawrence Lally  See First General Counsels Br at 6 and Second General Counsel's Brief at 6
("Indeed. Lawrence Lally would not even state with any degree of certainty that he was provided with the
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1994 Deed) Lawrence Lally paid to Grant Lally nearly two-thirds of the purchase price in Ma
ot 1994, and due to the unavatlability of the remaiming funds to Lawrence Lally, most ot the
remainder of the purchase price was paid less than six months later  Ex 2 (Lawrence ally
Depo at 301, Ex 6 (Response by Grant [ally to Questions Submutted)

As tor the "public records” upon which the General Counsel’s briet has heavily rehed
tand which the General Counsel claims "directly contradict”™ the Candidate s "contention” ). none
ratse a dispute as to the existence of the agreement and sale o!f the property  For example.
specious on 1ts tace s the General Counsel's brief's assertion that "[ufnhke every other
convevance of any interest in Bantam Place trom 1987 1o present, there 1s no evidence on file
with the local authontes substantiating that such a convevance occurred ™ First General
Counsel's Br at 7. Second General Counsel's Broat 6 At the threshold. the temporal nature ot
the allegauion (1 ¢ . “from 1987 1o the present”) badly misses the mark. since Grant Lally did not
have an interest in the property “trom 1987 10 the present.” having purchased his interest in
1993 ° Ex 2 (Lawrence [ally Depo at 24-25) Indeed. both Grant and Lawrence Lally offered

virtually rdentcal accounts as o why the May 1994 deed was not recorded. and as to the

deed in May of 1994 ") Contrary 10 the General Counsel's misleading hyperbole. Lawrence Lally merely
conceded that he “couldn't recall when [he] got the deed.” Ex 2 (Lawrence Lally Depo at 36), although
he did state that he “probablyv” received the deed on Mav 24 1994 the date of the deed Ex 2 (Lawrence
Lallv Depo at 281 Undisputed (and muddied in a footnote by the General Counsel) 1s the Candidate’s
uncontradicted testimony that the "deed was executed -- 1t appears to have been executed on May 24, 1994
the date | executed 1t on or about that date " Ex 3 (Grant Lally Depo at 48) (emphasis added)

Indeed. such a written instrument. when unrebutted. establishes a transfer of the property  Under New York
law, a signed written nstrument constitutes sufficient probative evidence to establish a transfer of the
property against any claim by either party  See N Y General Obligations Law § §-701

Equally unpersuasive and overreaching 1s the assertion that "no state and city taxes were paid on the alleged
1994 rranster, as required under New York law 7 Firsi General Counsel's Br at 7, Second General Counsel's
Br at 6 Regardless of the accuracy of this statement. such a failure. if any. hardly estabhishes a violation of
federal eiection law let alone a knowing and willful violatuon
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circumstances surrounding the October 260 1995 subsequent sale of the property ™ See Fa 2
(Lawrence Lally Depo.at 34-35), Ex 3 (Grant Lally Depo at S4-55. 57-58) (both explaiming that
Grant Lally's name was included on the deed in an abundance of caution by the purchasers to

ensure a clean utle. and ensure that he had relinquished all nghts in the property) Thus, the

General Counsel's assertion concerning a lack of documentation 1s without mernt

The General Counsel's assertion concerning a failure to pay income
tax is both misleading and incorrect: the sale of real property does not
vield "income,” and Candidate Grant Lally paid capital gains tax.

A fundamental lack of understanding apparently lies behind the General Counsel's briet's
statements that "the candidate did not pay any federal income tax related to the sale.

U Farst General Counsel's Broat 7. Second General Counsel's Br
at 7, and that the Candidate "failed to disclose the receipt of anv income from the sale of Bantam
Place” on his 1994 Ethics in Government Act statement However. 1t 18 axiomatic that the
profitable sale of real estate yields a capital gain. pot eamned income. See generally 26 US C
§ 1221 er seg Thus. the tact that Candidate Grant Lally failed 10 payv tax on or report income 1s
of no import since he obtained no “income” from the sale

The General Counsel concedes. as he must. that "[tJhe candidate paid tax on the capital
gain for Bantam Place " First General Counsel's Br at 7. Second General Counsel’s Br at 7,

see also Grant Lally Depo at 80 [he General Counsel takes i1ssue with the uming of the

In a hinguistical sleight of hand. the General Counsel states "[Plublic documents as well as a 1995 ntle search
indicate that Grant Lally retained his 2 3 interestin Bantam Place unul October 26 1995 at which ume it was
sold to third party purchasers in an arms lengih transaction © birst General Counsel's Br at 7, Second General
Counsel's Br at 6-7 By using the elusive passive voice (e "1t was sold” ) the General Counsel has created
the erroneous inference that Grant Lally sold the property i 1995 In fact o 15 undisputed that the proceeds
from the 1995 sale were deposited into the account of Lawrenee Lally  First General Counsel's Br at 10n 1!
Second General Counsel's Br at 10 n | I'he procecds trom the bona hide 1995 sale of Bantam Place were
deposited in Lawrence Lallyv's ‘Real Propeny Account

By,




pavment. stating that such tax was not paid unul the following vear's tax return, and that "[t]he
candidate has tailed to offer a credible explanation for the reason why he did not pay capital
gains tax with his 1994 return " kirst General Counsel’s Broat 7. Second General Counsel's
Br at 7 The General Counsel then obfuscates the proffered explanation in a mulu-paragraphed
tootnote See First General Counsel’'s Broat 7-8 n 5. Second General Counsel's Br at 7-8 n >
Contrary to the General Counsel's asseruons, Candidate Grant [ally reported and paid tax on the
gain the tollowing vear due to his reliance on what he reasonably believed to be the advice ot his
Jdecountant

Whether the Candidate was correct or not for federal income tax purposes 1s of no
consequence under tederal clection law  The General Counsel’'s argument does not change the
tact that Grant Lally orally agreed o sell his interest in the propenty to [awrence Lally. that the
sale took place, that [awrence Lally tendered checks for that purchase. and that the money thus

hecame the Candidate's personai tunds

The General Counsel's reliance on "other factors™ to question the
purchase is misplaced, as evidenced by the amount paid by a
disinterested third party in 1995,

At the threshold. the General Counsel’s briet concedes that the "other factors” relied upon
merely "question the validity” of the sale: such factors do not establish or otherwise prove a
violaunon of the Act, let alone establish a knowing and willtul violation  See First General
Counsel's Br. at 8. Second General Counsel's Br at 8 For example. the General Counsel's

Brief's cryptically asserts that the purchase was not a "good deal” (as described by Lawrence

Because he received the final payment of $2.000 from Lawrence Lally in 1995, he did not pay unul that year
Ex 3 (Grant Lally Depo at 84)
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Lallv). in that the $118.000 purchase price was allegedly too high, as "l awrence [ally would
have paid over three times the amount that Grant had paid just thirteen months earlier.”  First
Gieneral Counsel's Br at 8. Second General Counsel’s Br at 8

Notwithstanding this specious verbrage, Candidate Grant Lally acquired a two-thirds
interest in the property e 1993 for $40.000  Ex 3 (Grant Lally Depo at 423 His tather
subsequently acquired the remaining one-third interest in 1995 tor $25.000  Ex 2 (Lawrence
Lally Depo at 32} Prior to the sale at 1ssue. the Candidate paid real property taxes and expenses
treceipts from which were produced to the General Counsel), and commenced an action n
partiion to compel a sale by the one-third owner. Mr Pavlo  Ex 2 (Lawrence [ally Depo at
34-33; The property tunencumbered) had been appraised at $200.000 Ex 2 (Lawrence Lally
Depo at 237 The Candidate then sold his two-thirds interest in the property to his tather tor an
amount just less than two-thirds ot the appraisais. $118.000 ta figure arrived at by reducing the
recent sale pnces of comparabie property by one-third) Ex 3 (Grant Lally Depo at 435)

Thus. Lawrence Laily expended a total of $143.000 to acquire a property worth
approximately $200.000 Ex 2 (Lawrence Lally Depo. at 25, 39) He then sold the property 10 a
disinterested third party for $169.000. earning a $26.000 profit. Ex. 2 (Lawrence Lally Depo. at
25). Further. as the General Counsel concedes. thes proceeds "were deposited in Lawrence
Lally's 'Real Property Account ™=  First General Counsel's Br at 10 n.11. Second General

Counsel's Br at 10 n.11 Hence. none of the "factors” relied upon by Counsel are probative “

The General Counsel again infers by way of the elusive passive voice that Grant Lally sold the property not
during May 1994, but instead in October 1995 See First General Counsel's Br. at S and Second General
Counsel's Br at §. (“the property was sold ") Such an interence s inaccurate. Although Grant Lally's
name was included n the final documentation of sale. both he and Lawrence Lally explained that Grant
Lally’s name was included as a precautionany measure to ensure a clean ttle. and to relinquish all nghts that
he may have had See Ex 3 (Grant Lally Depo at 34-35) Ex 2 (Lawrence Lally Depo at 34-35)

The General Counsel also cites Santisi v Parente, 633 NY S 2d 194, 220 A D 2d 737 (1999). a case which
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Contrary to the General Counsel's assertion, the source of the money
and the timing of the payments support the C andidate's position.

At the threshold. the General Counsel's Brief concedes that the sources of the money and
the uming of the payments merely “cast doubt” on the Candidate’s claim, which 1s a far ¢ny from
establishing a knowing and willtul violaton  However, tar trom even casung “doubt” on the
Candidate’s claim, the facts cited by the General Counsel's briet are etther tangential.
meaningless. or support Grant Lally - The General Counsel's Briet takes issue with the tollowing
i1 a $48.000 check dated May 21, 1994, denved from a hine of credit taken by [ awrence and
I'te Lally. secured by therr primary residence: and (21 a $36.000 hne of credit obtained b
L awrence Lallyv. which the General Counsel's Briet somehow ties to the $43.000 Grant |ally
loaned his campaign in October ot 1994

Notwithstanding the simister motive attributed by the General Counsel’s briet to Lawrence
I ally's securing of loans to purchase real estate trom his son. the money paid to Candidate Grant
Lally was money that was already owed to him (thereby making 1t personal funds). a pomnt
noticeably absent from Counsel's analysis  Also mussing is the fact that Candidate Grant Lally
had no knowledge of his father's loans. Ex. 3 (Grant Lally Depo at 72-73). Instead. the General
Counsel's brief bypasses these and other dispositive facts by questioning the manner in which

has no bearing on the 1ssue at hand. and incorrectly states that the “marketability and value ot Bantam Place

remained diminished * First General Counsel's Br at 9. Second General Counsel's Br at 9 It goes without
saving that a mere encumbrance does not render a properts unmarketable

This check was made payable to "G Lallv.” and got Lally for Congress or the hke Ex § (May 3 & 21, 1994
Checks)

The General Counsel asserts that one of the two payments totaling $43.000 “was within a $14.598 91 wansfer
provided to the campaign just in ime to cover a committee overdraft of that precise amount * First General
Counsel's Br at 10, Second General Counsel's Br at 10 Of course. the General Counsel fails to mention that
this was money already owed to Grant ially. and thus constituted money in which he had either a right of
access or an equitable interest. See 11 CF.R § 110 10(b)
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[ awrence [ally (and pot Candidate Grant Lally) acquired the funds  Such an exercise misses the
mark. The General Counsel's briet sees the genenc boilerplate in bank forms (1¢. "home
improvement loan,” "business hine of credit”) as evidence of a conspiracy. ignonng the
uncontradicted testimony of Lawrence Lally concerming the purpose ot the loans  See Ex 2
(Lawrence Lally Depo at 32 cexplamming that despite the boilerplate. it was “really a regular
secured loan [giving] them a mortgage”)) and Lawrence Lally Depo at 44, see also bBx
(May 19 & October 14, 1994 [ oan Documentations Simpliy put. the Commussion’s regulations
do not prohibit securing loans to acquire real estate

'he General Counsel also interentially takes 1ssue with the tming ot these pavments. by
inclusion ot the undetined cliche “just in time *  The General Counsel's briet fails. however. to
atter any temporal support for this assertion, instead stating that “a hne of credit [was] taken by
the candidate's parents just in ume tor the candidate to make a $100.000 loan 1o his campaign ™
[here 1s no tederal. state or local law or regulation which requires a candidate to place $100.000
In a campaign account prior to running for office. hence. the General Counsel's "just in time”
reterence remains a mystery  Instead. Candidate Grant Lally was merely attempung to hquidate
those assets so as to be able to loan their value to his then-infant campaign

Equally meritless is the allegation concerning an overdraft. where a $14.598.91 payment
was allegedly made "just in ime” to cover an overdraft  See First General Counsel’s Br. at 10,
Second General Counsel's Brat 10 First. the money did not come “just 1n time” as claimed by
the General Counsel's briet, since the overdratt had already occurred (thereby dispelling any
argument concerning a “concerted” effort to knowingly and willfully violate the law). Second.

the General Counsel’s presentation allows for the interence that Respondents make the dubious
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claim that the entire $14.598 91 1o the pennyv, was given in consideration for the sale of the
property  In reality, only $13.000 of that amount was tor the property | he remainder was from
the Candidate’s personal savings, in the form of law firm income  As discussed below, because
the Candidate had either a nght of access or an equitable interest in these tunds (as 1llustrated by
the tact that he was able 0 draw precisely the amount ot tunds needed). such tunds were
personal and. theretore, could be loaned o the campaign

Oniy by tocusing on technical and generic jargen used in loan documents completed not
by the Candidate. but instead by his tather, can the General Counsel's brnief claim unlawtul
conduct  In so domng. the General Counsel's brief ignores the threshold undisputed fact that the

money at 1ssue constituted personal funds of Candidate Grant Lally

The S18.000 Received From Lawrence and Ute Lally Was For a 1966
Corvette Sold to Them By Candidate Grant Lally.

Ihe General Counsel takes 1ssue with $18.000 paid to Grant Lally by his parents for his
restored 1966 Corvette. which was eventually resold for virtually the same price to a
disinterested third party - The tollowing facts cannot be reasonably disputed

¢ In 1990. Candidate Grant Lally paid $12.000 for a 1966 Corvette. Ex. 3 (Grant Lally
D op. at 88).
While he owned the Corvette. 1t was completely restored and rehabilitated. In so doing.
Grant Lally invested hundreds of hours and thousands of dollars in repairs. Ex. 3 (Grant
Lally Depo at 91) Such reparr bills were made out to Grant Lally - Ex. 17 (Repair Bills to

Grant Lally tor 1966 Corvette)




From 1990 through 1994, the Corvette was Grant Lallv's main vehicle, and he kept 1t
where he lived. Ex 3 (Grant Lally's Depo. at 88-89), Ex. 2 (Lawrence Lally Depo at 61)
For insurance purposes. all cars owned by members of the Lally tamily were registered in
Lawrence lally's name Ex 2 (Lawrence Lally Depo at 6d) Bx 8 (Response by
Lawrence Lally to Demand ot 7 31 96)

In the winter ot 1994, Grant Lally bought a jeep Ex 3 tGrant [ alls Depo. at 90)

Grant Lallv decided 1o sell the restored 1966 Corvette because he wanted o raise some
maoney for his own use Ex 3 iGrant Lally Depe at 89)

Candidate Grant [aily agreed to sell his restored Corvette for $18.000 to his parents. Ex 2
(Lawrence Lally Depo at 38-39)

On May 4, 1994 ot the request ot Lawrence Lally, Urte Woltt Lally 1ssued a check pavabie
to Grant Lally for the purchase of the Corvette. Ex 3 (Grant Lallv Depo at 88). Fx 2
iLawrence Lally Depo at 34,

[his May 4. 1994 check was drawn from an account containing funds jointly owned by
L'te and Lawrence Lally  Ex 2 (Lawrence Lally Depo at 39)

After Grant Lally sold the Corvette. the car was put 1n his parents’ garage. Essenually, he
stopped using the car ant taking car of it. Ex. 3 (Grant Lally Depo. at 89, 91). Ex 2
(Lawrence Lally Depo at 60) Lawrence Lally occasionally used the car. Ex. 2 (Lawrence
Lally Depo at 61) A woman who knew Grant Lally as of May of 1994, and who Lally
began to date in the tall of 1994, never saw Grant Lally drive the car. Ex. 9 (Fasano Depo

atd].43)




In 1995, [ awrence [ allv decided to sell the car  His asking price was approximateis
$18.500 - $19.000. Ex 2 (Lawrence Lally Depo at 60)

Soon thereafter. the Corvette was soid to Dr Adornate tor $16.000 bx 2 (Lawrence Lally
Depo at 60)

During the discussion surrounding the sale. [ awrence Lally was not able to answer ali the
questions asked about the car  Lawrence Lally informed the purchaser that it had been his
won's car, and had Grant [ally and the purchaser discuss the techmical guestions regarding
the car kx 2 (Lawrence Lally Depo at 62-63)

[awrence [ally handled all ot the transactions tor the ulumate disposition of the car bFx 3
(Grant Lally Depo at 944

A bill of sale dated August 30, 19953 for the Corvette hists Lawrence Lally as a panty to the
transaction, and 1s signed by Lawrence Lally  Grant Lally 1s not reterenced as a party. nor
did Grant Lally sign the bill of sale  Ex 3 (Grant Lally Depo at 98-99) Ex 10
(August 30 1995 Bull of Sale)

Candidate Grant Lally did not protit from the 1992 saje of the car Ex 3 (Grant Lally
Depo at 96). Ex 2 (Lawrence Lally Depo at 66)

Despite these facts in the record. the General Cc msel's brief asserts that "[t]he candidate’s
claim that the $18.000 was for the sale of the 1966 Corvette 1s without support * First General
Counsel's Br at 12, Second General Counsel's Br. at 12, Notwithstanding the indisputable facts,
the General Counsel's briet even goes so tar as to question whether Grant Lally owned the car 1n
the first place. See First General Counsel's Br. at 12; Second General Counsel's Br. at 12-13

The Candidate’s purchase of the car 1s documented. he invested time and money nto 1ts
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restoration, the car was his primary vehicle. and he kept the car where he hived  See Ex 3 tGramt
Lally Depo at 88-89, 91)  In tact, such repair bills were supphed to the General Counsel. and all
were made out to Grant Lally. See Ex 17 (Repair Bills to Grant Lally for 1966 Corvette)

The General Counsel's brief (employing the previousty unrecognized standard ot proot
described as "independent documentary evidence”) amazingly states that there 1s no such
evidence supporting the tact that Candidate Grant [ally sold the car for S18.000  See Furst
General Counsel's Broat 12, Second General Counsel's Brooat |2 ihis "independent
Jocumentary evidence” is tangential. at best  The General Counsel has not (and cannot) dispute
that there was an agreement tor the sale of the car, and such agreement is temporally connected
1o the tendenng of the $18.000 check  See Ex 3 (Grant Lally Depo at 88y, Ex 2 (Lawrence
Lally Depo at 38-39) | ntortunately. instead of letting the record speak tor 1tselt. the General
Counsel resorts to asserting that "evidence” exists which “contradicts” the Candidate’s claim, and
then musrepresents that "evidence ©  See birst General Counsel’s Broat 12, Second General
Counsel's Br at 12 For example. the General Counsel states that "the purchaser was informed
by Lawrence Lally that Grant Lally was the owner " First General Counsel's Br oat 12,
Second General Counsel's Br. at 12 Grant Lally was the owner of the Corvette (past tense), until
he sold the car to his parents in 1994.'* This sort of distortion 1s regrettable. « =pecially when it
becomes the basis for seeking a finding of knowing and willful violations

As tor the checks at 1ssue, the mistake of the purchaser tnot making the checks payvable to

Lawrence Lally) cannot be imputed 1o the Lallys The essenual fact is that the funds paid for

The initial showing of the car was conducted by Lawrence Lally, and only when technical information was
necessary did the candidate’s father suggest that the purchaser speak with the Candidate | x 2 (Lawrence
Lally Depo at 62-63. 94,

In fact, also indicative of the purchaser's mistake and or lack of clarity as 1o who owned the car 15 the fact that
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the car in 1995 all went to Lawrence Lallyv. and Grant Lally did not profit from that sate  See Ex
V(Grant Lally Depo at 96), Ex. 2 (Lawrence Lally Depo. at 66)  Thus. the record shows that the

$18.000 was pavment to Lawrence Lally for the restored 1966 Corvette

The Payments Issued From the Account of Lally and Lally, Esquires, Was
Income Farned By Grant Lally for Services Already Provided.

Ihe General Counsel's brniet makes much of a senies of pavments made to Candidate
Grant Lally trom his law firm. Lally and Lally. Esquires  These pavments were owed to the
Candidate tor legal services alreadr rendered and then pard for by chents ot the tirm The
General Counsel's briet however, takes 1ssue. and asserts that the tunds were not bona tide
income. relvine primarily on the lack ot record-keeping by the two-person law firm

Specitically. the General Counsel's briet disputes 74,491 Joaned to the campaign by
Candidate Grant Lally. asserung that 1t was not bona fide income derived from his two-person
law firm. but instead was a contnbut.on tfrom Lawrence Lallyv, among others  See First General
Counsel's Br at 13, 18 Second General Counsel's Broat 13-14. 19 Nonetheless. the (eneral
Counsel's briet also concedes at the threshold that at least a portion ot the money received by the
Candidate from Lally and Lally, Esquires was legitimate income.  See First General Counsel's
Br. at 15 (money received merely “included” funds that did not constitute income). 18 (not “all"
of the funds were income). see¢ alse Second General Counsel's Broat 15-16. 19 The General
Counsel's brief also interenually concedes that the evidence 1s not conclusive, and instead can
merely state that "[t}he weight of the evidence at hand indicates™ that the tunds received included

non-income. First General Counsel's Br at 15, Second General Counsel's Br. at 15-16

one of the two checks was made payable to "Grant Lilley * Ex 'l (August 30, 1995 Check to Grant Lilley).
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In fact. although not stated succinctly (for obvious reason). the General Counsel 's briet
cannoc say with any degree of certainty how much or how httle. if any. of the $74.491 loaned to
the campaign was not income. Instead. the General Counsel’s brief takes 1ssue not only with the
$74.491 actually loaned to the campaign. but also with the Candidate s total income for 1994 ot
S102.891  Not only 1s such a tocus nusleading. 1t treads mto the area of how a law firm
tespectally a two-person law firm) distributes 1ts income. an area that would appear 1o be outside
the scope of the Act T'he General Counsel's bnet offers five “facts” in support of s
overreaching conspiracy theory (1) the alleged "disproportionate”™ nature ot Crrant Laliyv's 1994
income. (2) the alleged "dramauc” increase i the number and amount of payments. (3 the
uming of these pavments. (4) “public information” concerming the operatnons ot the law tirm
and (31 the alleged tailure o produce documentis

lo reach 1ts conclusions, the General Counsel's briet overlooks a series of tacts trom the
record which all demonstrate that the money in question was personal tunds. eamed for legal
services already rendered by Candidate Grant Lally [t 1s undisputed that

lLally and Lally. Esquires 15 a two-person firm. consising ot Lawrence Lally and his son
Grant Lally . Ex. 2 (Lawrence Lally Depo. at 93-94)

L.owrence Lally handles all finances for the law firm. Ex. 2 (Lawrence Lally Depo. at
106-07)

T'he tunds received by the firm tor services rendered are not earmarked. or otherwise
documented Instead. the tunds are simply deposited into the firm bank account, and thus

pooled. See First General Counsel's Br. at 13-14: Second General Counsel's Br. at 13-15.




The process by which [ awrence and Grant 1 allv divide the funds 15 ad hoc. and not subject
10 any set procedure or formula Ex 3 (Grant Lally Depo at 14), Ex 2 (Lawrence Lally
Depo. at 106); First General Counsel's Br at 14, Second General Counsel's Br at 14

The law firm's total income for 1994 was approxamately $206.000  First General Counsel's
Br at 13; Second General Counsel's Br at 13

The law firm received a payment by check in the late summer/early fall of 1994, 1n the
amount of $46,730, for senvices rendered  First General Counsel's Broat 16-17. Second
General Counsel's Br.oat 17, Ex. 12 (August 26, 1994 Invorce o

Grant Lally's wotal income from the law firm for 1994 was $102.891  First General
Counsel's Br. at 13; Second General Counsel's Broat 13-14

Grant Lally's law fim income was never paid in regular amounts or intervals First
General Counsel's Br at 13, Second General Counsel's Br at 14

Monev received from the law firm which consututed bona fide income would be
considered the personal funds of Grant Laily  Accordingly. Lally could dispose of those
tunds as he wished. See 11 CFR § 110 10th)

Again, the theories of the General Counsel’s brief cannot overcome the factual record.

Contrary to the General Counsel's assertions, the Candidate's law
firm income is not disproportionate to what was earned in prior and
subsequent vears.

T'he General Counsel’s briet makes much of a comparison between the Candidate's annual
incomes. concluding that “[tlhe candidate’s law firm income 15 so disproportionate to what he

made 1n the prior and subsequent vears that it alone raises questions ™ First General Counsel's




Br at 15; Second General Counsel's Broat 16 Such an analsysis s both musleading and
incomplete

As an imitial matter, the General Counsel's briet seems incredulous that a law firm's
income could fluctuate trom vear to vear  As a practical matter. that 14 a fact ot hie tor virtually
every private law firm Speaitically . aside trom the tact that only a portion of the Candidate’s
1994 income was loaned to the campaign. the General Counsel's briet compares only the income
from vear to vear. ignonng other cntical tactors  Although the Candidate’s 1993 law firm
mcome was $39.062.0 and his 1993 law firm income was $34.5060, the General Counsel's
unspoken inference that the Candidate’'s 1994 income represented an anomaly 1s dispelled when
compared to the total income ot the firm 1993 -2 $100,097 (Candidate recenved 39 percent ol
this amount), 1994 -- 206,000 (Candidate recerved 49 9 of this amount). and 1993 - $92.564

(Candidate received 37 3 percent of this amount) See First General Counsel's Broat 13 n ]2,
Second Greneral Counsel's Broat 14 n 12 Thus. the alleged fluctuaton in income corresponds to
the difterence in the firm's annual income and the firm's good faith determination on who did
what work for which chent who paid dunng that parucular vear

More importantly. the total firm income for 1994 was $206.000. Of this, Grant Lally
(one of two members partners in the firm) received 7102891, less than one half of the firm's
income. hardly “"a large proportion” as suggested by the General Counsel.  First General
Counsel's Br at 15 n.13. Second General Counsel’'s Br at 16 n 13 Furthermore. to the extent
that the law firm's (and accordingly Grant Lallyv's) income increased in 1994, such an increase
was due to the receipt by the firm of a $46.730 fee for an estate case, a fact which 1s not disputed

by the General Counsel  First General Counsel's Br at 16-17. Second General Counsel's Br. at




17-18  Similarly, because Grant [ ally did not perform his usual array of legal services tor part of
1994 (as he was running tor Congress). his 1995 income suffered accordingly. a fact overlooked
by the General Counsel's briet Ex 2 (Lawrence Lally Depo at 111)  Thus. the General
Counsel's "gquestions”™ are casily answered when all tacts are considered, not just those which

support a preordained conclusion

Contrany to the General Counsel's assertions, the payvments made to
the Candidate prior to the election were from funds that had been
received for services rendered.

Ihe General Counsel's briet’s asserton concerming “a dramatc increase 1n the frequency
and amounts of the law firm pavments’ s devord of context, and omiuts critical tacts First
General Counsel's Broat 15 Second General Counsel's Broat 16 [he General Counsel
“specttically” tocuses onoan arbitrany sixn-day penod beginning on August 26 and ending on
October 24, 1994, when the Candidate received $64.488 from his faw tirm First General
Counsel's Br at 15 Second General Counsel's Br at 1o Ignored by the General Counsel 1s the
undisputed tact that the firm had recenved a check dated August 260 1994 )n the amount of
$46.730 for services provided primanils by Grant Lally See First General Counsel's Br. at
16-17. Second General Counsel's Br at 17-18 (taking 1ssue with Grant Lally's itnvolvement in the
case of “which vielded the $46.730. the largest tee received by the law firm in
1994")  Also recenving a superficial gloss by the General Counsel 1s the fact that Grant Lally

performed virtually all the legal work on that matter. as swom to by the chent

Also 1gnored by the General Counsel's brief 15 the frequency of other payments received

by Grant Lally The General Counsel sees as suspect Grant Lally's receipt of one payment in
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August, four payments in September. and three payvments in October  First General Counsel's
Br at 15, Second General Counsel's Br. 14 However. in February (prior 1o his campaign’'s
commencement), the Candidate receved three payments. and in March. another three payments
Py 14 ¢Checks to Grant [ally trom Lally and 1 allv. Esquires. 1993 |n June. the Candidate
recenved nothing /d In tact. in March alone. the candidate recernved o wtal of $19.400  [d
[hus, both the trequency and amount of payments were consistentls inconsistent throughout the
vear. a point conceded by the General Counsei See First General C ounsel’'s Broat 15 and Second
Creneral Counsel's Broat 14 ("Grant Lally's law firm income was not paid 1in regular amounts or
intervals ") Indeed. this is the way private faw firm compensaton works. 1t 1s not evidence ot a
conspiracy to evade the campaign tinance laws

In tact. the General Counsel's brief imphicitly concedes that he cannot establish that the
pavments recenved dunng the arhitrany ume perniod were even loaned 1o the campaign  First
Greneral Counsel Broat 16 and Second General Counsel's Broat 16 ("It gppears that all of these
payvments were used 1in connection with loans "y temphasis added) Cenainly. a charge
of a knowing and willtul violation must be based on more than mere conjecture. See 2 U S C
§ 437g(a) 53 C) (requinng probable cause 1o determine whether there 1s a knowing and willful
violation). Ulumately. whether or not the Candidate received 52 percent of his total income or
not during an arbitrary time period misses the pomnt namely. that the money received by Grant
Lally was eamed for services already rendered. making 1t personal tunds which could be loaned

to the campaign as he pleased




Contrary to the General Counsel's assertion, the timing and amounts
of the payments do not "suggest” anything improper.

Conunuing 1ts speculation. the General Counsel's briet states "[T]he uming and amounts
of some of these law firm pavments suggests that they were based upon the specitic needs ot the
campaign “Farst General Counsel’s Broat 16, Second General Counsel's Broat 17 At the
threshold. the General Counsel’s brniel once again concedes that the evidence supportuing its
knowing and willtul charge 18 inconclusive: that 15, 1t merely "suggests” not even impropriety,
but nstead that the payments were based on the specihic needs of the campaign [he
Commussion's regulations do not prohibit a candidate from loamng his own personal tunds based
on the needs of the campaign - See 77 CF R § 110 10(a)r Thus, the General Counsel's briet's
whole argument 1s of no import

Furthermore, the timing and the amount of the pavments 1s ot no consequence given the
nature of the faw firm Lalls and Lally. Esquires It 15 undisputed that (111t 1s a two-person
tirm. (2) that detailed records are not kept in the ordinary course ot business. (31 that the funds
are allocated on an ad hoc basis by Lawrence Lallyv. «4) that due to the ad hoc system. 1t as
virtually impossibie to trace the genesis of funds with centainty . and (5) that due to the nature of
the law practice. funds ebb and flow into the firm unpredictably  See generaily Ex. 2 (Lawrence
Lally Depo. 98-107) It is unreasonable for the General Counse! to insist on detailed records

where none exist and none are required 1t s unreasonable tor the General Counsel to question

Symptomatic are the General Counsel's brief’s errors in discussing the 1ssue  For example. 1t states, without
citation "Two law firm checks in the amount of $10.000 each were directly deposited in the Lally campaign's
account on September 14 and 15, 1994 " First General Counsel's Br at 16. Second General Counsel's Br. at
17 However, the checks themselves are made payable to “Grant Lally.” and not “Lally for Congress” or the
ltike. Ex 13 (Checks to Grant Lally from Lally and Lally. Esquires. 1994} Furthermore, the statement of
accounts for the Lally for Congress account for the month of September does not reflect such a “direct
deposit” on either day  Instead, 1t reflects two personal deposits made on September 15, 1994, in the amounts
of $10.000 and $10,800 £x 15 (September 1994 Lally for Congress Bank Statement)
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the practices of a two-person law firm in the fashion here  And it 15 wrong to charge such
individuals with knowing and willtul violations ot the tederal election laws based on speculation
and inference Ultumately, the uming and amount of payment 1s not supportive of the General

Counsel's position

Contrary to the General Counsel's brief's assertion, " public
information’ does not undercut the fact that the money in question
was personal funds of the Candidate.

Delving deeply into the workings ot a private law tirm, the General Counsel's briet takes
1ssue with Grrant Lally's involvement in centain cases within the law firm At the threshold. 1t s
hevond the scope ot 1ts authorty and knowledge tor the General Counsel's Briet to judge how
the dav-to-day business of a two-person law firm 1s conducted  Further, the General Counsel
again acknowledges the mfirmities of a knowing and willtul charge. as the General Counsel's
public information” merely “casts doubt” on "the claim that Grant Lally handled all estate cases.
which were the source of the vast majonty of the faw firm's 1994 income.” First General
Counsel's Br at 16. Second General Counsel's Br at 17 Merely castuing doubt 1s a far cry from
establishing a knowing and willtul violauon
I'he “public information” referenced 1s nothing more than the New York Surrogate's
Count files for a handful of cases The General Counsel's briet cites one matter in which
[ awrence Lally was the attorney of record (1n a case that was opened in 1987, Ex. 2 (Lawrence
Lally Depo at 131)). and which Lawrence Lally candidly admitted that he met with the client
because “elderly people have more confidence in older attorney's.” First General Counsel's Br. at
17: Second General Counsel's Br at 18 However, the General Counsel's brief fails in the rush to

-

judgment to ascertain if the $46.730 received represented the entire fee (it did not: an additional
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$24.000 was paid to the firm). or whether [ awrence Lally had been paid for his tume (in fact. he
was)  As tor the General Counsel's assertion concerning “one of the factors that determines the
amount of the tee recerved s who generates the chient.” First General Counsel’'s Broat 17 and
Second General Counsel's Brooat 18, this ignores the indisputable fact that this client was
‘venerated” not even by Lawrence Lally . but instead by the Candidate’s mother, Ute Woltt | ally.
while a member ot the firm. and prior to her ascension to the bench  Fx 2 (Lawrence Lally
Depo at 130y Ulumately, the General Counsel’s briet 1s unable to meet its burden ot producing
any evidence establishing that Grant Lally did not provide services tor which he was paid. or
VICe VveTsa

I'he General Counsel’s arguments concerming who was counse! of record. and who signed
court filings 1s specious. One need look noe turther than the General Counsel's own briet tor an
dlustranon  The investigation was conducted by Xavier McDonnell. Fsq.. who 1s emploved by
the Commussion’s General Counsel's Otfice. However. the General Counsel's briet 18 signed by
lLawrence M Noble. the General Counsel  Thus. such practices are common in the pracuce of
law. and not reflective of time spent Ulumately. the General Counsel's argument 1s mentless

and certainly not sutficient to find a violation of the Act or Regulations.

Contrary to the General Counsel's assertion that "no documentation”
was produced which sets forth the basis of the payments made to the
candidate, the documents produced by Respondents are legion.

Somehow, the General Counsel's briet states that "no documentation has been produced
setting forth the basis of the pavments which the candidate received from the law firm in 1994
First General Counsel's Br at 17. Second General Counsel's Br at 18  Such an assertion is

incredible since atfidavits trom Lally and Lally chents indicating that Candidaie Grant Lally
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performed legal services and the amount of fees paid have been submutted to the General Counsel
and have long been part of the record  Ex 16 (Lally and Lally, Esquires” Billing Statements,
Invoices, Chent Athdavits, Etc)  Once again. the General Counsel 1s attempting (o impute a
simister motive (o an otherwise successful two-man law firm simply because 1t does not keep
hooks detailed enough tor the General Counsel 1t 1s unreasonable 1o expect a two-person law
firm to produce hilling records equivaient to a nauonal mega-law tirm, equipped with in-house
hookkeeping and accounting services  Such records are certainly not required. and certainly their
absence cannot be used as evidence of a violation, or conspiracy - The signed statements trom the
law firm's chients may be offered as proot ot the law firm's receipt of spectfic tunds and that
Grant ally was imvolved 1in those particular cases ™ First General Counsel's Broat 17 n 16,
Second General Counsel's Br at 18 n lb

I'he General Counsel's briet unwittingly contesses the absurdity ot 1ts argument with the
statement “Neisther the candidate nor Lawrence [aily, the latter who ssued the law firm
payments at 1ssue. were able to offer an explanation tor the basis for such pavments *  First
Creneral Counsel's Broat 17, Second General Counsel's Br at 18 Both did offer an explanation
that the tunds were tor legal senvices rendered. which chents had paid for. It 1s the General
Counsel's briet which 1s now unable 1o otfer an explanation as to why this is s mehow unlawful.
Merely because the money received by the firm was not earmarked. and instead was placed into
the firm account. 1s of no significance.  Nor 1s the brief's dissentaton on the attorney-chent
privilege. See First General Counsel's Br at 18 n 17, Second General Counsel's Br at 19 n.17.
Equally preposterous 1s the General Counsel's inference that somehow Lally and Lally. Esquires

1s not even a partnership. First General Counsel's Br at 18 n 18. Second General Counsel's Br.




at 19 n 18 Is the General Counsel's briet assering that the law firm of Lally and L allv. Esquires
was created as pant o1 a concerted plan, opening 1ts doors and obtaiming chients merely to throw
the General Counsel off course” Ulumatelyv. the inclusion of such innate minutia in a briet
charging a knowing and willful violauon could not be a better example of why the overreaching

charges in the General Counsel's briet must tail

I'he Additional Law Firm Pavments Were For the Purchase of the
Candidate’s Interest In a Business and For Debt Repayment.

Candidate Grant Lally sold his interest in
Museum Source to Lawrence Lally in 1994,

The transacton questioned in the General Counsel's brief centers around the
now-dormant Museum Source. a company tounded by Grant Lally which manufactured and sold
onginal sculptural preces trom 1990 through 1992 The Candidate sold his interest in the
business to Lawrence Lally in 1993 tor $10.006 Although referred o as a sale of stock 1n the
General Counsel's briet, the transaction pnmarily concerned the acquisition of assets of the
company . particulariy sculptures. latex molds. plaster and plasterline castings. inventory. as well
as business and customer hists These assets were dehivered and 1n the possession of Lawrence
Lally in 1994

The General Counsel's brief erroneously states that "the candidate has failed to offer any
credible or independent evidence 1in support of his claim that he sold the Museum Source stock in
1994." First General Counsel's Broat 22, Second General Counsel's Br. at 23, In fact, there is a

stock certificate which indicates that Lawrence Lally 1s the owner of the company. a fact which

Because, inter alia. the mones at 1ssue constituted personal tunds, the General Counsel's brief's Inany of
charges on respective pages 18 and 19 are also without ment. as such loans were in fact reported  See First
General Counsel's Br at 18, General Counsel's Br at 19
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the General Counsel's brief concedes. yet quickly dismisses Even assuming arguendo that the
certificate does not comply with the corporate Articles of Incorporation, such non-compliance
does not equate to a knowing and willful violation of the federal election laws. Nor does an
alleged failure to pay tax on a $400 gain, as alluded to in a General Counsel's brief footnote. See
First General Counsel's Br at 22 n 22 Instead. such alleged non-comphance is understandable
and reasonable, given that the company was dormant, and 1n essence had ceased doing business

[hus, the tunds at 1ssue quahfy as personal funds

The $23,000 was a partial payment for debt acknowledged
in the General Counsel's brief owed to Grant Lally.

The General Counsel's brief asserts that the funds at 1ssue were not tendered as a debt
pavment due to what the General Counsel perceives to be inconsistent statements by the
Candidate  See First General Counsel's Brat 20-24, Second General Counsel's Brief at 21-25
[he General Counsel's concern 1s misplaced. given that other pertinent undisputed facts support
the Candidate's posiion. The following facts are undisputed:

e Lawrence and Ute Wolft Lally owed to the Candidate's grandparents, Kurnt and
Margaret Schurm. First General Counsel's Br. at 20; Second General Counsel's Br. at 21.
Laring 1992 and 1993, the Schurms conveyed to the Candidate a 1/3 interest in that debt.
First General Counsel's Br at 20. Second General Counsel's Br. at 21.

The Candidate received two cashier's checks dated October 21, 1994, totaling $87.357.
1ssued to him by the Schurms  First General Counsel's Br. at 21; Second General Counsel's

Br. at 27.




Grant Lally's loaning of some $81.500 of that money to the campaign was legal and proper

First General Counsel's Broat 21 n.21: Second General Counsel’'s Br at 22 n 21

I awrence and Ute Lally owed Grant Lally moeney tor this debt First General Counsel's Br

at 21 n 21, Second General Counsel's Br at 22 n 21

Grant Lally recernved $23.000 trom Lawrence Lally in 1994 First General Counsel's Br at

22, Second General Counsel's Broat 23

Grant Lally produced a copy of 4 "Pavott [etter” dated December 7. 1994, signed by

himselt. which acknowledged the Candidate's receipt of the $23,000 as partial payment for

the debt owed by his parents  First General Counsel's Br at 22, Second General Counsel's

Br at 23

[hus, Grant Lally received tunds to which he was entiiled from his parents  Such funds,

accordingly, are personal tunds. and could be disposed of in any manner that Grant Lally saw it

See 11 CF.R §110.10

D. The $3.800 Payment to Theresa White Was For Consulting Services
Performed Prior to Grant Lally's Campaign for Congress.

The General Counsel's briet takes 1ssue with $3.800 paid to Teresa White in the winter
and spring of 1994, asserting t' at the payment "was made on behalf of the Lally campaign and
was thus a contnbution to the candidate and his campaign ™ First General Counsel's Br. at 24
['his is incorrect. since the payments at 1ssue were made prior 1o Grant Lally deciding to run for
Congress  In tact. the General Counsel's bnet concedes as much, staung only that “[t]he
payments appear to have been the mual start up costs tor the campaign.” First General

Counsel's Br at 24 {emphasis added) In reality. the tunds were tendered when Grant Lally was




just examining the possiblity of running tor one of several possible offices. both federal and
State

Furthermore, Ms White was retained as an attorney by Lally and Lally. Esquires. and
pertormed legal research  Fx 9 (Fasano Depo at 170 Ex 2 (Lawrence ally Depo at 140-41)
Aithough the tuture positon of campaign manager was discussed Las evidenced by her letter
cited in the General Counsel's briet), she was never the campaign manaper See Ex 9 (Fasano
Depoat 290 In tact, her “services” (she abandoned the candidate even prior to the campaign
getting underway 1 were paid tor betore the Lally tor Congress Committee was established and
betore Grant Lally declared his candidacy for the U S Congress Thus. this expense cannot even
be categorized as testing-the-waters. and the General Counsel certanly cannot establish a

knowing and willful violation

Fven Assuming Arguendo That Respondents Violated the Act, Such
Vielation Was Neither Knowing nor Wiliful.

[he tacts as presented 1in the General Counsel’s briet hardly establish the existence of an
elaborate scheme tor disguising”™ unlawtul conduct  See First General Counsel's Br. at 25 and
Second First General Counsel's Broat 23 (cing U nited States v Hopkins, 916 F.2d 207, 214-15
(5th Cir. 1990))  Instead. what 1s apparent 1s a overar ‘hing desire by the Respondents to use the

personal tunds of a candidate to tund a campaign within the scope of the Act. Instead of seeing

In fact. Ms White suggested that she wouid knowingly disregard New York law conceming petitions in that
she considered using individuals who were not registered Republicans within the district. in direct
contravention of the law  Ex 9 (Fasano Depo at 24-25) Further, after abandoning the campaign, she made
untrue statements that the Candidate was “a mouth piece of David Dinkens in the City [the former Democrat
mayor of New York Cuy] " Ex 2 (Lawrence Lally Depo at 146) Other untrue accusations made by Ms
White included the claim that the Candidate had a Swiss bank account totahing $100,000 Ex 2 (Lawrence
Lally Depo at 147)  The later accusation apparently 1s what prompted the Democratic Congressional
Campaign Commttee to file the complaint which was the genesis of the instant matter
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what 1s clearly an effort by Candidate Grant Lally to hquidate his already existing assets to
uthize his own personal tunds, the General Counsel’s brief paints a conspiracy involving the
Candidate's father and law partner, seizing on the lack of records kept by their family law firm to
draw unwarranted conclusions

For example. the General Counsel asserts that “the respondents” eflorts to conceal the true
source of the pavments at issue are evident by the manner in which such pavments were tunneled

through the candidate's account inte the [ally campagn ™ First General Counsel's Broat 235,
second General Counsel's Broat 26 As discussed more tully above, the “true source™ of the
tunds was tees already earned for services rendered by the Candidate in his law pracuce What 15
charactenized by the General Counsel as "tunnching” 1s turther evidence that the Candidate
desired to ensure the use of personal funds. the genesis ot which would be his own account
Such a method was emploved even when the Candidate wished to utihze his earmings
immediatels

[he General Counsel's bnet also places some significance on the fact that both the
Candidate and Lawrence Lally are atomeys. and thus were aware ot the contnibution hmitatons.
Of course. merely being an attorney does not ipso fucto establish knowledge of federal election
law (1t 1t did. the Commussion would have very hittle 10 do) Somehow, the “veneral Counsel's
brief attempts to hink the alleged “elaborate scheme” to this supposed knowledge. The attempt 1s
merntless

T'he General Counsel's brief also emphasizes that the campaign was “informed 1in writing
that ‘personal funds' are ‘strictly defined’” and directed 1t to the definition of personal funds at

INCFR § 11G10  Fiest General Counsel's Br at 26. Second General Counsel's Br. at 27.




Regardless of whether "strictly defined” or not. Candidate Grant [allv complied with that
section, as the money that he loaned the campaign was either his own assets, to which he had a
legal nght of access or control over (and either nghtful ttle to or an equitable interest iny, or his
carmings and income trom the law firm The Commission’s August 1994 Jetter 10 the campaign
merely reinforced the method already being employed

C uriously, the General Counsel in his briet regarding MUR 412K and 4362 (concermng
Grant M Lally and [ally tor Congress), refers to "the respondents’ tailure to inform lenders ot
the true purpose of bank loans used to tund the campaign ™ First General Counsel's Br at 26,
Second General Counsel's Br at 27 The General C ounsel's briet then discusses loans taken by
Lawrence Lally  However. nowhere 1s the asserton that any respondent (Grant Lally or the
campaign) secured loans In any event, as discussed above, these tunds were not "used for Grant
[ alivis candidacy . First General Counsel's Broat 26 and Second General Counsel's Broat 27, but
instead were used by [awrence Lally

Finally. the General Counsel's brief claims that “"the knowing and willful nature of these
violauons is evident by the history of document production in this case * First General Counsel's
Br at 27. Second General Counsel’s Br. at 28 Ot course. there is httle in the way of admissible
evidence supporting his charge. What the General Counsel's brief fails to mention is that
Respondents did produce documents.  Ulumately. the General Counsel was able 10 acquire the

imtormation sought. and never sought to compel turther production ~

These accusations against the Respondents are particularly vexing given the Commission's artorney's own
conduct in this matter For example, when asked where the General Counsel's office had acquired a
document that was being used as an exhibit in the deposition of Grant Lally, the Commission's aitorney
refused 1o even make so much as an offer of proof as to the authenticity or foundation for the document. See
Ex 3 (Grant Lalis Depo at 99) In fact. during that same exchange. the Commussion’s attorney all but
conceded that the exhibit as presented to the witness had apparently been re-assembled by Counsel. thereby
creating a misleading exhibit - See Ex. 3 (Grant Lally Depo at 100-102) When asked if Respondents could

.




MUR 4362.

The General Counsel's brief also takes i1ssue with approximately $19.000 raised by the
campaign to reure debt incurred durning the 1994 campaign. asserting that these funds were not
properly designated as such  First General Counsel's Br at 30 The General C ounsel also takes
1ssue with the date upon which Grant Lallyv qualified as a candidate, disputing the date of Tune 3.
1996 cthe day Lally's Statement of Candidacy was tiled). alleging that the campaign thus spent in
excess of $3.000 pnor to that date. What the General Counsel's briet tails 10 mention 1s that
amended reports were filed. accurately reflecting the funds 1in question

[he briet also asserts that “the Lally campaign tiled inaccurate disclosure reports and
tarled 10 report g debt as required © First General Counsel's Broat 30 |n tact. due to clencal
crror. the campaign's 1994 end of vear report hsted approximately $1.200 1n debt owed 0
Pederson & Co. when in fact no such debt existed  The individual who assisted in the
preparation ot the report. Dawn Fasano., erroneously assumed that a document that she reviewed
was a bill. Ex 9 (Fasano Depo at 36, 38-39), Ex. 3 (Grant Lally Depo at 168) Ms. Fasano was
merely a volunteer. who had not previously served as a treasurer to a campaign.  Ex. 9 (Fasano
Depo. at 53-8, 11). She learned of her error when she called the vendor. and was informed that
nothing was owed /d  Accordingly. amended reports were filed with the Commission,
retflecung the fact that nothing was owed to Pederson & (o As the General Counsel now agrees.
the campaign “later omitted 11 and acknowledge[d] that such debt ‘never existed. and was
mistakenly reported " First General Counsel's Br at 30

receive a copy of an gxhibit that was being used in the deposition. the General Counsel's office informed
Respondents that such a document was confidential, and that 1t would not be provided See Ex. 3 (Grant
Lally Depo at 1033 Hence, the untortunate cause of the tension surrounding document production in this
case was caused by actions on both sides

" .




As for the allegation that "debt to Mr Ballau was never reported at any time during
19947 First General Counsel's Br. at 31, 1t 1s undisputed that Mr. Ballau did not submit an
invoice or other il until 1995 Ex. 9 (Fasano Depo. at 57); Ex. 2 (Lawrence Lally Depo at
1481 Fven assuming arguendo that the debt accrued duning 1994 (which 1s questionable).

amended reports were filed accurately reflecting the debt owed by the campaign

V. CONCLUSION
For the toregoing reasons. Respondents respecttully request that the Commussion vote to

find no probabie cause in this matter

L. Ginsberg
. McGahn Il
Jennifer'L.. Schettewi
Patton Boggs. 1. .L..P.
2550 M Street. N W
Washington. D.C. 20037
(202) 457-6000
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Dated September |3, 1997




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
Grant M Lally MUR 4128
Lally for Congress, Dawn Fasano. MUR 4362
as treasurer
[ awrence [ ally

{ie Woltt Lally

RESPONDENTS' EXHIBITS

b xcerpts of the Honorable 1 te Woltf Lallv's Deposition
Fxcerpts of Lawrence Lally's Deposition
Excerpts ot Grant Lallyv's Deposttion
May 240 1994 Deed
May 3 & 21, 1994 Checks
Response by Grant Lally to Questions Submitted
May 191994 & October 14, 1993 Loan Documentation
Response by Lawrence Lally to Demand of July 31, 1996
Excerpts of Dawn Fasano's Deposition
August 30, 1995 Bill ot Sale
August 30, 1995 Check to Grant Lilley
. August 26, 1994 Invoice to Kaiser
Athidavit of Kaiser
Checks to Grant Lally trom Lally and Lally, Esquires, 1994

. September 1994 Lally for Congress Bank Statement

. Lally and Lally. Esquires’ Billing Records, Invoices, Client Affidavits, Etc.

Repair Bills to Grant Lally for 1966 Corvette
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EXHIBIT 1
EXCERPTS OF THE HONORABLE UTE WOLFF LALLY'S DEPOSITION

tcrted as "Ute Lally Depo at N




BEFORE THE FEDERAL ELECTION COMMISSION:
IN THE MATTERS UNDER REVIEW OF

4128 and 4362

825 East Gate Bouievara
Garden City, New York

January 31, 1997
9:30 A.M.

DEPOSITION of THE HONORABLE UTE W. LALLY, the
witness herein, taken pursuant to 2, USC, 431(d), and
held at the above time and place before Michele Cox,
a Registered Professional Reporter and Notary Public

of the State of New York.
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UTE LALLY 16
are pretty much -- you weren’'t expecting to get any
money back from your husband like half the money or
anything?

A No, 1t'’s not my account. It’'s our
account.

Q You didn‘t distinguish your money and his
money going into the account?

A Absolutely not.

Q I would like tc :1ntroduce another exhibit
for you, Exhibit D. Take a look over that document.
Especially just look at the first page and the f:fth
and sixth page and the seventh page.

(Exhibit D was 1ntroduced.)

A Okay.

Q First, can I direct you to page number
five, five and six? Can you identify this document?

A Well, I can oirly tell you what I see here.
I don’t recall it.

Q Okay . How about page number seven?

A Again, other than what I have here?

Q Do you recall your husband and yourself
taking out a mortgage on your property, home
improvement mortgage or any kind of mortgage in 19947

A Well, this would indicate that we did. 1

COMPUTER-AIDED TRANSCRIPTION (MC)




UTE LALLY

don’t specifically recall it because my husband
handled all the finances.

Q Would he have told you that he was taking
out a mortgage?

A I am sure I knew about 1it.

Q At the time?

A But at the moment I can't recall. I
couldn’t recall the amount other than what 1 see
here.

How many times have you taken a mortgage

tell you that.
Do you recall what this mortgage was for?
No.
Wwhat the money was for?
I don‘t know.
What it was used for?
A I don‘t know.
Q Did your husband ever indicate that he
wanted to give Grant any money?
A No.
Q wWhat about did he ever indicate he wanted
some property in the Bronx?

No.

COMPUTER-AIDED TRANSCRIPTION (MC)




UTE LALLY 18
Q Do you know anything about your son owning
property in the Bronx?
A I know he owned some. I don’t know where.
I don’t know.
Did you know that he sold it?
Yes.
How did you learn that?
From conversation which I overheard.
what did you hear?
A I can’‘t remember.
Q So, normally, your husband handles all the
finances in the house?
A That ‘s correct.
You don’t have any part of that?
No.

Are you able to borrow money yourself

I have never tried. I would assume I can.
But you would have been the one who -- you
would have signed these checks?
A Well, my name is on there, so I assume I
would have endorsed it. 11 don’'t recall it.
Q So you don’t have any recollection of

having a conversation with Grant about the purchase

COMPUTER-AIDED TRANSCRIPTION (MC




EXHIBIT 2

EXCERPTS OF LAWRENCE LALLY'S DEPOSITION
(crted as "Lawrence Lally Depo. at !




BEFORE THE

FEDERAL ELECTION COMMISSICN

ICE M. LALLY,
Commission,
rden LTy,

%97 , ¥ 50
pursuant to Subp na, before Ronald
lict Tolkin, & Notary Public within and for

the State of New York.

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819
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LAWRENCE M. MC DONNELL
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MC DONNELL
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LAWRENCE . MC DONNELL
the record.
B . Did you & ynsider having a
partnership agreeme

& i

we paid them.

charge of paying

sponsible for writing

I am responsible for

expenses that the
gene I king?
Then iay as of many times
secretary, machine .

-

Q. Right?

RONALD E. TOLKIN, COURT REPORTER
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LAWRENCE M. LALLY - MC DONNELL
How do you work that out?

i is $1,100 a momnkEh. That

you pay that every month

id you pay when you have

paxt?
handled as you have
1994 if we go through
jetermine if
ell you.

very loose.

he secretarial

pay a secretary weekly.
much do you normally pay?
an tell you what the exact sum
a week.
the current salary?
is what she gets in the pay
check but i probably $400 a week.

Q. I b 1s the netr?

RONALD . TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. LALLY - MC DONNELL
A . Yes. Don’t you have that?
Q . I don‘’t have that but I do have .1n
Exhibit Q, which I believe that you have- -
A. Um hum.
& . I see a payment on January 4th for

£318.70 and on January llth mnother paymeant

is the amount then.
1s the possible weekly
expenses?

A . T &0 ;

Q. Here here any other regular
expenses that you have that are substantial
like that or something moreé than, like 5100
month?

A. I can’'t recall.

Q. As far as you allocate the portion
of the expenses between yourself ard Grant?

A. Well, allocation--=

2 1 Does Grant allocate any portion of
the expenses for the firm?

A . He pays certain things. He pays
certain things. What it is, 1 know what bills

I pay. I don’t know what bills he pays.

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7815




LAWRENCE M. LALLY - MC DONNELL
He pays them himself?
He pays some bills himsel
I am talking about the
i ehe b l1ding . Doe

nEyee oes he pay

as he generates

factor left 4in the

look at the books.
be based upon? The

upon- -

RONALD E. TOLKIN, COURT REPORTER
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LAWRENCE M. LALLY - MC DONNELL
A . You would leck at it from
standpoint of funds available, look a
the standpoint of bills pending. We
at 1 in that case,.

That

ia

cugs with G
ecelved that

hat would go

You
Yes.

3 18 Did he ever ask you what is the

i fference between this and that?
A's No.
ycu are the boss as

e the oes?
Would hat I am the one that

checks?

RONALD E. TOLKIN, COURT REPORTER
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LAWRENCE M. LALLY

s You &re the ©&hn

A . make an eval

aAccordingly.
Q.

A.

RONALD E. TOLKIN,

{516)

MC DONNELL
who deci:des?

Cion andg a

taken a
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587-7819




LAWRENCE < - DONNELI
led that

No

some docume
he gave,

Would you

t relevant?
relevant and

youtd like?
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LAWRENCE ' - MC DONNELL
Q. Yes.
A. 1 don't - I am just tryi
put things 1in pe
3 Rl gHE.
about that depos:
oan .
you gave

, S o - &

prought in the ci1i

A . Tha culd have been probabl
bly my wi e contact. She wasn’'t
tth the 1 n but she knew the
5 Did u know the
then?
t well.
she know them?

organizations.

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. LALLY - MC DONNELL
When did you first begin working or
case?

A don’'t have an independent
recollection act this time, I did supp
with something.

You prow
croduce
copy o
(Handa
Okay.

¥ " "
LooK Cth

ase 1s going back
payment was made,
Yes, indeed.
When you first began wor
that case, you meaning the firm, wa
something that was assigned to Gran
A . Grant worked on this, ye
o What was your work omn this?
My work would have been speaking

client from time-to=time. She was

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. - MC DONNELL
McDonnell.
oy Bid
Ty ite provida
lncome

‘
£\ »

s © wha we discussed
a . Do you remember
eing i1nvolved in the campaign?
member Theresa White being
involved as attorney, yes.
Q. How was she involved as an
ttorney?
A. She was essent:i:ally retained to
examine ccmpliance, make contacts in Suffolk
County with respect to just exploring both

State and Federal Regs, potentially.

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. LALLY - MC DONNELL
She would be exploring what Regs?
The Regs in districet--
fhe regulations:?
regulations
e how t£o go about £fi
rything and being in
That he 1nvolvemen

by the

do this and she
She subseguently
ed another
Anothe
A tota : 0 and she
sappeared.

E - She 1 S
A . That $§ righ

S Did she give you an invoice for her

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. LALLY - DONNELL
day why she left.
6 Did he ev
the reasons?

) -1 No.

Which

Making statements hat Grant was a
mouth piece of David Dinkens in the City, the
former Mayor of the City of New York.

MR. CIAMPOLI: Off the reaceoerd.

{(OLE the Te i discussion took
place.)

Q . Do you have idea why she might

have done that?

A . I don’k kpnpow, alk

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




LAWRENCE M. LALLY - MC DONNELL
probably what 1t was 1s that she probably
e up. She had a falling out with the Cou
Legislator in Suffolk nty that Grant ra
against in a primary. understand that
was a make up session . er They kissed
made vup 1d she k and turned the
tables 1 degree > arted to shoot a

made ons about Gran
jeh $100,0
You'w

ine toot

e

W
ack Mr. Ballau £
the ‘94 campaign.
rlight .
Did you have a contract with him?
There was no contract. I had no
gontrace with hHiwm.
I would like to show you some
will not give them for the record,
show them to you. Look at this

end report for 1994.

RONALD E. TOLKIN, COURT REPORTER
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LAWRENCE M. LALLY - MC DONNELL
If you ook at sort o he years, there 1s
last page, page ten o he 1994 year end
report ., a lis o he debts and
obligat
N -

O
& [

payments made to

& Ballau. ' Januaxy 20, 13985
or 1,000 and one on June 20th, 1995 for
$2,000. Did Mr. Ballau provide you with
services during 19957

A . No .

Q- Was this a prior debt then?

A . Let me say this. He didn‘t submit

dustil 199S.

He did submi something to Yyou

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




EXHIBIT 3

EXCERPTS OF GRANT LALLY'S DEPOSITION
(cited as "Grant Lally Depo at ")




BEFORE THE FEDERAL ELECTION COMMISSION:
IN THE MATTERS UNDER REVIEW OF

4128 and 4362

825 East Gate Boulevard
Garden City, New York

January 29, 1997
10:20 A.M.

DEPOSITION of GRANT M. LALLY, the witness
herein, taken pursuant to 2, USC, 431(d), and held at
the above time and place before Michele Cox, a
Registered Professional Reporter and Notary Public of
the State of New York followed by Ronald Elliot
Tolkin, a stenotype reporter and Notary Public within

and for the State of New York.

COMPUTER-AIDED TRANSCRIPTION (MC)
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GRANT LALLY-MC DONNELL

campaign? Did you go over the debts that

owed to different vendors as opposed o
yourself?

A. There were a number of debts
gutestanding &t Tthat 'point.

g here a debt that you owed

a

he report
believe,
e i : - was generally
o people who worked on that.
Who were they?
A . My father was treasurer at that
period, so he signed irt. Dawn Fasano helped

v

prepare e Tepoare. Her mother was a
voluntee on the campaign. She did a good
partion f the work of preparing the reports.

Beyond that, I don't kaow.

How did you come to occupy the

RONALD E. TOLKIN, COURT REPORTER
(516) S87-7819




GRANT LALLY
through -- I guess initially through Hofstra. She
was at Hofstra University.

Q And did she come to your office and meet
with you during that period?

A She did, yeah.

Wwhat was her function?

A Her function was, you know, again she --
there was no -- roles were not defined at that point
She was supportive. She encouraged me to run. She
had -- she knew a lot of people out 1in Suffolk
County. I know she had spokern to some fclks out
there about getting involved. But she really wasn’t
involved much 1n the campaign because she ended up
not, you know, not -- she broke off and wasn’t
involved after a point.

Q But prior to that time?

A She had been supportive. She had been
encouraging.

Q Was there any agreement to pay her?

A I am not sure I -- actually, no. I don't
believe there was.

Q Did you pay her? Did the campaign pay

The campaign did not, no.

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY
any firm decision to run really unti1l petitions went
out and circulated.

Q When was that?

A June of ‘94, you know, crossed the
Rubicon. Here 1n New York State until early July,
that’s when you make =-- you have to make a firm
decision one way or another when you are going to
run. When you file your petitions for candidacy,
prior to that you are not a candidate for anything
cognizable under New York State law.

I was approached by party leaders through
of ‘94, as early as July of ‘94. Some people
supportive and some people encouraged me not tc

run, others encouraging me to run for other offices.
I was approached periodically and asked to run for
State Assembly which is a lower house.

Q Say from January or whenever, you hadn’t
given me a month when you first started taking the
steps towards running, through May, how much time
would you put 1n per week?

A Per week? January nothing, really none at
all; February, I would say nothing really, not at

all. I hadn’t made any plans to run at that point.

March, I don’t think I put any time in in March. b

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY
variance, | wanted my name to be placed back on the
deed, to be put on the deed as it should have been,
in order to 1) monitor the litigation, to intervene
as an 1i1nterested party, as a neighboring land owner,
and having my brother’s name on the deed, not my name
only, the deed served as an obstacle to serve as an
interested land owner.
Q This deed was properly recorded and the
tax was paild on it? Does it look that way to you?
A 1 believe so.
Please look at this document and tell me.
A This appears to be a record from the
Nassau County Clerk’s office attached to a copy of
the deed.
Q And the tax was paid on the deed?
A I believe so, yeah.
Q Does it appear from the first page? It
says 1t was paid.
A It appears to be, yes.
Q Let’'s move on then to back to Exhibit C.
(Exhibit C was introduced.)
Which are the two checks -~
And other documents.

By the way, what happened with that

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY
litigation?

A The litigation was -- 1t was resolved and
actually the parcel was sold to a subsequent
purchaser, actually sold to my parents. They are
actually the owners of that neighboring parcel of
land.

Where was that litigation? What court was

I never became a party to it because of
the -- this thing was settled. But I assume 1t was
1n Nassau Supreme Court.

Q Dc you know the names of any of the
parties 1involved?

A I believe -- again, my parents -- no, I
don‘t know specifically. No.

Q You said something about your parents?

A I don‘t want to speculate. If I don’‘t
know something, I don‘t want to say something under
oath.

Were you parents involved in that?

They were certainly interested in it.

Q Were they involved in the litigation?

A I don‘t know offhand. 1 was not involved

in the litigation. 1 do not know that.

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY

purchase.

Q Do you recall the price or you said you

A I believe the purchase price was $40,000.

Q What made you believe it was a good value?

A Because the market values in the
neighborhood was considerabliy higher than that.

And what was vour plan for the property?

A My plan was to acquire the remaining

one-+hird i1nterest pursuant to a partition action and
res e the property which had been -- become
run down and then resell the property.

Q How were you gcing to go about the
petition action?

A By filing a partition -- partition action.

Q sorry.

A -- pursuant to New York State Law in
Supreme Court and proceeding with a partition action
to secure a sale of the property or to attempt to
negotiate a purchase of the remaining one-third
interest.

Q what was the basis for the partition?

Partition action i1s based on -- when

multiple partles have an 1interest 1n a piece of real

COMPUTER-AIDED TRAHSCRIPTIQ!JL::




GRANT LALLY
but ultimately I did use the funds acquired by the
sale of the property for the campaign.
Q Did you attempt to market the property?
A No, 1 didn’t advertise 1t.

0 How did you come to sell it to Lawrence

A I spoke to -- at one point communicated
I don’t have any specific recollection of specific
conversations, but at one point, I know that we had
we communicated about selling my interest in the
property to him.

Q What was his reaction?

A I don’t have any specific recollection
other than we ultimately proceeded with the sale of
the property.

Q How did you arrive at the price?

A By estimating the fair market value of the
property given the recent sale prices of similar
properties in the neighborhood and estimating the --
reducing that by one-third reflecting my two-third
interest in the property.

Q Right, okay.

What was the final sale price, do you

recall?

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY
1 don‘t have a specific recollection of what
MR. CIAMPOLI: You have the deed. You

want to introduce 1it?

MR. McDONNELL: Yeah, I will 1ntroduce the

Q I would like to introduce Exhibit D. You
can lock that over and let me know when you are
finished.

(Exhibit D was 1introduced.)
That ‘s correct.
Could you describe that for us?

A This 1s a deed i1ssued from myself into to
Lawrence Lally‘’s name for the sale of -- I don't know
1f the address?

Q LE2TT

Bantam Place 1n Baychester, New York.

Q Do you know when this deed was executed?

A This deed was executed -- it appears to
have been executed on May 24, 1994 the date 1
executed 1t; on or about that date.

Q That‘s your signature?
Yes.

This signature 1s yours?

It appears to be my signature.

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY 54

A This 1s a person -- | don‘t want, at this
point without researching it further, I don‘t want to
give you legal definitions on anything.

Q But commonly, have you worked in real
estate before?

A Yes.

Q And your understanding 1s if you read a
document like this where the owner of the first
PATE ==

A The party of the first part is any person
who has reguested to relinguish any right they might
have whether they have rights or not.

Q Why were you made a party to this?

A I was made a party to this -- I was not =--
I was not i1nvolved in the negotiations. 1 was made a
party, my understanding was, because they wanted my
name on this deed, also.

Q Why was that?

A They wanted 1t in order to avoid having to
register the additional deed between myself and my
father.

Q So that additional deed was not
registered?

A That was not filed.

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY

Q It wasn't filed?

A That ‘s correct. That's my understanding.

Q Well, I asked you a few minutes ago if 1t
was filed. You said you didn‘t know.

A It was my understanding when 1 executed
this -- I don't know for a fact whether it has been
since filed, although at the time thls was executed
that I was asked to execute this because at this
point, they did not wish to file the other deed.

Q who did not wish to file?

A The purchasers.

Q wWwhy would they file the other deed?

A I was not 1involived 1n the negotiations.
dc not know. All I know 1s I was asked to relinquish
any possible rights I might have.

Q Your understanding is the prior owners for
a deed between your father --

A And myself --

MR. CIAMPOLI: I lost that question.

I did want to say one thing with regard to
your question asking him if he knew. Again, we are
all playing lawyers here. You‘re trying to inquire
whether he did have direct knowledge whether or not

the deed was filed or not.

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY

Q Right?

A 1, at that time, had signed the document
that we have been discussing to relinquish any
possible rights I might have in the property.

Q Wwhat else? What other role did you have
1n the property?

A 1 don’t recall at this point having --

Q Did you attend the c¢losing?

A I dan‘t recall,

Q Did you ever discuss with your father at
that pecint the deed was not filed, correct, between
‘94 and ‘987

A I don’t know that, but that’s -- it’'s my

1t was not filed.

Q And what was that based upon, that belief?

A Specifically, I don’‘t recall any specific
conversation. It was my general sense and that at
that point, it was not filed and because of the
ongoing litigation --

Q "Because of the ongoing litigation™? Can
you explain that for me?

A Certainly. I was a party at that point to
a suit, a partition action, for the property. If I

had transferred or relingquished my rights in the

COMPUTER-AIDED TRANSCRIPTION (




GRANT LALLY
property, 1t would have resulted i n the i1nitiation
a new action. That was my understanding as to why
that deed was not at that time recorded.

Q when did you first learn of that
information?

A 1 have no idea. That was something that
had been discussed. 1 don’t have a specific
recollection of, particular dates.

Q A general recollection?

A During the period 1n guestion. That's

- that‘s all

When did that l:itigation end?

The litigation ended, I believe ended 1in
April or May. It ended at whatever time my father
acquired the one-third 1interest.

Q ApeEll 'of <957

A If that was the date, yeah.

Q You want to go back and look at -~ let'’s
go back and look at Exhibit E. Again, we will check
3%

Turn to page 10 or 11, 11.
Sure.
See the date? What date do you see?

It's actually very blurred on this, April

COMPUTER-AIDED TRANSCRIPTION (MC)




GRANT LALLY-MC DONNELL

It says deposit below that?
it does.

$459 ,5807

That 1is what iooke like.

© you have any i1idea what the

se funds

five?

. Can
1 purperts o

Agai ! appears to be a Home

to ncaeai.

1 g s 'k home 1mprovement loan
ht

ig
Any cons: r's name?
Consumer name Lawrence M. Lally

f Lally.

RONALD E. TOLKIN, COURT REPORTER
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GRANT LALLY-MC DONNELL

RONALD E.

'n LG page seven?

obtain a home

use thelir financ

ussed their fina

TOLKIN, COURT REPORTER
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LALLY-MC DONNELL

g And
intereat when,
A . 1994.

-
-
-

QX

e hecks we
one Bipg 1

enough. What

e roperty would have
yould ' n )roximately $80,000
S expe I made during the
course of the partition action
and othe he property.
. Was ~ reed? Did you report

income tax?

What year was 1t reported?

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




GRANT LALLY-MC DONNELL
response?

MR. MC DONNELL:
Q. Go through 4E an

A-2 we have 573,000,

h

o
“

to 2126

ffhand

e on thi

1d you 4 your accountant
hen I prepare taxes.
allment sale?

not an accountant

RONALD E. TOLKIN, COURT REPORTER
(516) 587-7819




DONNEL
Q. t ; he
you produced marki E b
check f£or B818,0007

A . Yes.

purchase pri

&

iidn't use
happened to

garaged.
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GRANT LALLY-MC DONNELL
in the garage and tnere it sa
Where wa ik pripg
Where you ke

kep

at
ime
r awhi1le. A

ted to raise
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GRANT LALLY-MC DONNELL
© the campaign.

you m

O se
ven a conver
been stuck
ne dead?
after that?
I actually bought

the car was a

RONALD TOLKIN, COURT REPORTER
(516) 587-7819




GRANT LALLY-MC DONNELL
Yeam . It was a ovely car.

You . our mother £

e
on anything

was once oOr

RONALD E. TOLKIN, COURT REPORTER
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GRANT LALLY-MC DONNELL
Who handled the transactions?
father handled all of ¢
the ulcti e disposi

h th

ify these documents?
t 1dentify them

hem before. Some of

e the first and
identify those?

page appears to be a

RONALD E. TOLKIN, COURT REPORTER
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GRANT LALLY-MC DONNELL
ocne page two.
page
page two would app

£ be m ignatu

documents up.

gon*t recall
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LALLY-MC DONNELL
document produced?
DONNELL:
CIAMPOL
MC DONN
IAMPOL

~
~

a7
MC DONNELL:
wer your gu
unde

one exhibi

MR. MC DONNELL: Right, and it is

ined to you here.

RONALD E. TOLKIN, COURT REPORTER
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GRANT LALLY-MC DONNELL
ME . FAMPOLI ; h

an assemblag

stion would

from D

We
umen
understan
d obviously the

now if you obtain

assembled

RONALD TOLKIN, COURT REPORTER
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LALLY-MC DONNELL

was a the same

AMPOLI : is my conc

THNESS : u have somet

e ) nato and a b
d you‘'ve

hing ve

wo checks

awrence M.
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GRANT LALLY-MC DONNELL
MR. CIAMPOLI:: You are look
cture and what I am sugges
of the documents togethe
caused me some hes
ONNELL he esn

d

MC DONNE Yes.
My suggestion

8 that half

You are entitled
for that today.

FaTE of whart 1
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MAY 24,1994 DEED




THIS (NDENTURL, mads e 24/ dayel - 1=y . mactern hundred aed & ~of, - L,

RETWILIN GRANT M. LALLY, residing at )45 Harbor Drive
Centre Island, New Yark 11771

pariy of the frat part, and LASDLE M. LALLY, residing at J45 Certre Island
Raad, Centre Islasw!, New York 1177

party ol the srcond part
WYTHESSETH, that the pary of the hest purt, 10 conuderanen of Ten Dolflars and other valuable consede ration
pard by the pany ol the second pant. éoes heredy grasd amd reiesse unio the party ol the second part, Uw hmra
o matessory andd dingns of (he party ol (be second part borever,
ALL (ha’ rerta.n piot, peace or parcs of ad, wath U buldingy and wvoprovernenta thereon erected, situate,
Inag and bring 10 Ust Borough and County of Brur, Caty and State Gf New York, txauwim
ad descrilgd as fclilows: BECINNING at a point o the northerly side of Bartar P
distarce 6.:85 fer: wosterly from the corner farmed by the 1ntersection of the
misifsly side of Wl Avenue wit» the rortherly s.de cf Bartam Place, runn
Uwece NOrerly at right angles wo Bartar Placm, 55.5) fest; thence Northweester)
on a line forming an extesior amgle with the last course of 197 degrees 1l surwis
58 senxords, a distaroe of 36.10 feet o a point distant 44.67 feer weswarly from
e owesterly side of maxdnll Averue as roasurec along a line {ormung an angle of
70 degrocs 4E munutes 02 secords or 1ts northerly side with the westerly s:ide of
xthull Avenue Uerce aesterly along the westerly prologatlion of said line 20
et W a oot distant 90 fee: northerly {rom the northerly side of Bantar Plaoe

d on & lirg doaem 4t Tight angles theretn; therce Southerly at right agle

Crumerly s AT P LA ¢ pary € e distance through 4 DAty W

2 1he norcherly side of 5 Piace, ac, Uerce fasterly alog the

¢! Bantas Place 31,17 fert to the point or place of BEGINNINC.

a"ts aw reresents trat fe is conveylng 4 twe—-third f peroern:

id prearuses 0 U Purchaser hereln
oL knowr as anc oy U Ba-cam F.ace, drorx, New Yark

W vead L0 WU Granwor hereln Dy Deed

v Oflice of the City Register, Bromx,

o the purty ©f e Boyl putt in sl 1o any siress and
mg 1N E Al sk Gewtied prreaary Lo 1N (rnier ey thereol TOLETHER mah the 3 Menances
x ryare and rgriv el the parts ol the Aiul pant n and 1o md premises. TO HAVE AND TO
DLl e presiwy Perten o et wnio W pafy @ U second part, Uhe heirs of ucceisdrs and asnges of

I ey ol i setonm netl borever

aciyan: 16 AND the party of 1w Lot pan covenands thai ihe fuAy of the hrst pant has not dene o¢ suflered snytheag
eherely INe wam) (oo ey Rave Bren erumbrred in aay wav whalever, eacept o1 sbercsand.

lak . LRRL AND i'w rorte o] the hry pan  compharce a1k Sevon 1) of the Laen law covensnts tat the puriy of
o < Dt jeett m il reveive the tomvakerai@n (0f 1hiy coareyance and il held The nght 1o reteive such connd
Coalen Ay a (Fanl lunt i b apgeeed fou 100 the Purjaone ©f paying 1hr cos! ol the smprovewem: and will apoiy
W s ey e e cwmi Bl Ihe rorl ol Ihe impiovemeDdl Wriofe viing any patt of ithe otal of 1he aame bor
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EXHIBIT 6

RESPONSE BY GRANT LALLY TO QUESTIONS SUBMITTED
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HARLAN WITTENSTEIN

June 30, 1996
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GRANT M. LALLY, ESQ.. béingZdg}¥is€0rn, deposes and says

that the following are answers to questions submitted:

A. (1) Primary #1 - 5/5/94
- $1,000.00 .
- Source - personal savings

Primary $2 - 5/24/94

- $100,000.00
- Sources to Grant M. Lally ("GML")
(a) $73,000. paid from lLawrence M. Lally ("LML")
toward purchase of 1527 Bantam Place, Bronx,
N.Y. property

$18,000. paid by Ute W. Lally ("UWL") for
purchase of 1966 Corvette

(c) S$S9,00C. paid from personal savings

Primary ¢) - 6/30/94
- $25,000.00
to GML
.00C. {ror personal savings (income
Lally & lally, Esgs., law firm)

Primary 84 = 9/9/94&
- $6.,000.00
- Sources tTo
(a) S6,000. or personal savings (income
& Lally, Esgs., law firm)

Ceneral 1) - 9/14794
~ $10.000.€0
- Source to GML
(a) S1C.000.00 froc personal savings (income
fror lLally 4 Lally, Esgs., law firm)

General 82 - 9/1%/9¢
- S$10,000.00
- Source to CML
(a) S10,000. froe personal savings (income
fror Lally & lally, Esgs., law firm)

General 83 - 9/30/94
- §5,000.00
- Source to GHML
(a) $5,000. froe personal savings (income
froc lLally 4 lLally, Esgs., law firm)




General ¢4 - 10/10/94
- $12,8%0.00
~ Source to GML
(a) $S12,890. from pPersonal savings (income
from Lally & Lally, Esgs., law firm)

General ¢s5 - 10/19/94
- $30,000.00
=~ Source to GML
(a) $30,000. from IML toward purchase of 1527
Bantar Place, Bronx, N.Yy. property

General s¢ - 10/20/94
- $49,50C.00
- Source to GML
(a) $49,50C.00 ¢r
lndettednes

= partial satisfaction of
s fr
(grandparents

oz Margaret & Kurt Schurm

o
14
-
)

General 87 - 10/24/94
- $14,5598.00
- Source tec gML
(a) S13,00C. frop 1ML toward purchase of 1527
Bantanm Place, Bronx, N.Y, Property;
$1.59€8. from pPersonal savings (income from
Lally & Lally, Esgs., law firm)

Ssat.:sfaction of
¢ Kurz Schumm

General 19 - 11/7/9¢
- SIC,OOC.OC
- Source tc CML
(8) 52C.00C. frox Dean Witter - liquidation
of stock accounst

(14) Genera) 810 - 11/29/9¢
- S$4,003.00
- Source to GML
(a) S4,003. fros Personal $avings (income

from Lally ¢ Lally, Esgs., law fimm)
(a) (1) sales
(a) Real Property

527 Bantar Place, Bronx, N.Y. - sold to
Lawrence M. lally for $118,000.

(b} 19¢6¢ Corverte automobile - sold to
Ute w. lLally for $18,000.




(c) Dean Witt ck brokerage account
* - liquidation of

stocks ($26,204.29)

(d) Sale of Interest in Mortgage Indebtedness
$88,356.52

(ii) See (i) above
(444) Grant M. lally

(iv) (a) Above on 5/5/94: 5/21/94; 10/19/94:. 10/24/94 and
10/26/95

(b) Above on 5/4/94

(c) See annexed stock transfer certificates
(d) Above on 10/20C/94

Not applicable

above

(1) above
(1) above
{s) above

Pleace, Brenx, B.X.
Lavrence #M. Lally
118.,0D00.00
Final! Sale 10/26/95
27 Bantar Place, Bronx, N.Y.
acquired 3/15/91

1€
- o

1966 Corverte automobile
- acquired March,., 1990

See annexed stock transfer certificates
{ror Dean WiTter atcount

Interest i1n Morigege lndebtedness
- acguirec 4’15’92 anc 3/26/91

{)) See atrached
(1) (a) Bantac Place property sold - see (A) above

(b) Bantarm Place - see (A) above
Harpor Drive - acquired 1984

(c; Both properties purchased

Bantac Place - Preston Pavlo and Ann Pennesi




Harbor Drive Philis Hirghsk

Bantam Place James Pavlo
Harbor Drive Craig Lally

(f) Bantam Place 1993-1995
Harbor Drive l1984-present

(g) Market value

(h) See at:tached

New Yorx Corporazions

(2) L. Lally Enterprises - 200 shares
Museur Source, licd. - 160 shares

Galway Trading Co. - 100 shares

L. lLally Enterprises - $S150,000.
(marxkel value of assets)

Museur Source, ltd. - S15,000.
(zarret value 0! assets)

Galway Trading Cec.
[marker value of

NO

L .ly Enterprises - S1%5,000.
¥Jseur Source. LiZ. - none
Calway Trading Co. - none

L lally Interprises - Board Grant M. lally,
iawrence K. lally

Museur Source, lid. - Board Grant M. lally,
Richarc Sperazzsa. Genevieve Overholzer

Galway Treding Cc. - Gran: M. Lally, Benjamin
Franke!

3] See attached

- 1] Indebtecness o! $):..67C.
lawrence M. lally and Ute Ww. lLally
None
N/A

4/15/92 eand 1/26/9)




«vi) See attached

Employment Income

(1) Receipts based upon work performed, fees paid,
business generated

(11) $102,892.00
{1xl) None

{iv) See attachecd

fore me th:is

une, 199¢

LAWRENCE M LALLY
aotery Pudic. Siste of Now Yonru
e 02-LA2230465%
Ousiad on Nossouw Covmry « >
Emrres Moy 31, V9




EXHIBIT 7

MAY 19,1994 & OCTOBER 14, 1994 LOAN DOCUMENTATION




EXHIBIT 8

RESPONSE BY LAWRENCE LALLY TO DEMAND OF JULY 31. 1996




‘RESPONSE TO DEMAND OF 7/31/96
LAWRENCE .M. LALLY, BSQ., being duly sworn, deposes and

BANK STATEMENTIE:
Bee Bank Btatements enclosed.

BE‘t-nEu bveﬁz mQEEE"Fx-

See Contract of Sele of property from lally to FParquhareon
enclosed. Coples 0f checks previously provided. Checks received
or sale of{ Farguharsor are not .n possession of seller.

AU A YT T f‘!'t‘:

T!Zle i{n the name of Lawronce F. 1Lally for insurance purposas.
.. ver:cles of family mexzbers were registered in this manner.
opy O! check enclosed.

T ROME -

.ly Coes no:r practice law with Lally & Lally,
€he has nc rnowledge cf Crant Lally’s compensation.
‘r corpensalior 16 bssed upon ongoling firm work.
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EXHIBIT 9

EXCERPTS OF DAWN FASANO'S DEPOSITION
(cited as "Fasano Depo.at ™)




BEFORE THE FEDERAL ELECTION COMMISSION:
IN THE MATTERS UNDER REVIEW OF

4128 and 4362

825 East Gate Boulevard
Garden City, New York

January 31, 1997
2332 P.M.

DEPOSITION of DAWN FASANO, the witness herein,
taken pursuant to 2, USC, 431(d), and held at the
above time and place before Michele Cox, a Registered
Professional Reporter and Notary Public of the State

of New York.

TR
R e

COMPUTER-AIDED TRANSCRIPTION (




DAWN FASANO
York?
School.
York Law School.
do you work at all?
A No.
Q From the time of college to present, could
you tell me some of the jobs that you have had?
A I went to graduate school.

In chreocnological order?

I went to graduate school in ‘92 1 guess.
for State Assembly. I don’t remember the
think 1t was ‘91 maybe. I am not sure about

And the Park'’'s Department in ’93.

Park's Department for the state?

ity

Of New York?

A Yes.
Q What kind of work did you do for the
Park's Department?
A Just an analyst.
Q Analyst of?
The title 1s called analyst.
What does it entail?

Policy, policy analyses. You do various

COMPUTER~-AIDED TRANSCRIPTION (MC)




DAWN FASANO

budget analyses. Things like that.

Q Budget analyses for the city?

A No, for the agency. I think that’'s it.
You are asking me -- I would have to see a resume.
didn’t expect this one.

Q Okay. And then political?

A Do you want a resumne?

Q Sure. You can provide it 1if you like.

A Then just a lot of political work, but
wasn'’'t work. It was not pa:id.

Q None of the political work was paid?

A Right.

Q who did you work for for political work?

A Both parties, Democratic and Republican
parties.

Q The state, city?

A Sta.2, city, obviously Congress, local
races, towns.

Q Local you mean Long Island?

That'’'s right and New York City, both.

Who are some of the candidates you worked

Jim Wrynn for Assembly in ‘90, it was a

Democratic candidate. He ran in the 25th A.D.

COMPUTER-AIDED TRANSCRIPTION (MC) .o




DAWN FASANO

Mort Hillman, he was an assemblyman.

guess that would be his re-election of ‘91 but he
lost. It would be -- he lost his election. I never
went back to the Assembly in ‘92. He ran -- he was
the Democratic candidate in the 26th.
MR. CIAMPOLI: Off the record.
(Discussion held off the record.)

A Then there was a city counsel race, Howard
welss. He’'s dead now. He’'s dead. I think, and
then -- what 1s Gresser'’'s husband? The woman who
worked for

ME. CIAMPOLI: 0©Off the record.
tDiscussion held coff the record.)

A I think 1t’'s Harold Gresser. He was
running -- I think he was doing a primary. I was
involved with the race.

Q Okay.

A Then there 1s just ~-- I can go through --
there is a whole bunch. There 1s a series of races.
Obviously, Grant Lally’'s race. Then you have town
Republican races 1n Long Island and a whole mess of
things and Brooklyn, too.

Q Were you employed in 19932

A Employed? I guess 1 was working for the

COMPUTER-AIDED TRANSCRIPTION (MC)




DAWN FASANO
Park’s Department.
Q when did you leave the Park'’s Department,
Was it *937
It was ‘94, very early January.
January of ’'947?
February, February. I think 1t was
February. I left when my father became 111l.
Q That was 1n January of 942
A February, around there, late January early
February something. 1It‘s a long time ago.
Q That’'s close enough.
Wwhen did you get 1involved 1n the Lally
campaign, the first Lally campaign?
A When did I get involved in the campaign?
Q Right.
A I guess May, but, yeah, about May maybe
April, May.
Q How did you get involved in that
particular campaign?
A well, there 1s a difference from when I
met Grant and when the campaign started. There is a
difference there.
Q When did you meet Grant?

A I met Grant in March.

COMPUTER-AIDED TRANSCRIPTION (MC) . .




DAWN FASANO
suggestions about the volunteers, but I personally
did not give them the work. I may have supplied some
other person that was kind of in charge, going over
to them saying you do this and that.
No, I wouldn’t say I really dealt with
volunteers. I dealt with the field offices.
wWwhat was your position?
I was a volunteer.
You didn‘t have a title?
A Ng, NDo-.
Q You sald you did some kind of fundraising.
type of fundraising did you do?
A Ralsing money.
Q Tell us about what you did.
A Called -- telephones, wrote letters, put
invitations together.
Q For events?
A Right.
Q How did you get the information for people
that you called?
A Personal friends, Grant's, and we would
compile lists. They could be friends, business
associates of Grant, personal friends.

Q of yours?

COMPUTER—-AIDED TRANSCRIPTION (MC)




DAWN FASANO
A Sure. They may have been between -- I
don‘t necessarily know Grant was involved in all
those.
Q Who would have been 1involved?

A Tom Ballau, myself, Brian LeClair, the

Q Let’s step back to when you first started
with the campaign.
Who were some of the key people 1nvolved
in the campaign at that point?
Going how far back?
when you first came on?
when I first came on, Theresa White,
myself, Beth Faughnan, but she was just a volunteer.
Q Beth was just a volunteer?

A Everyone was a volunteer basically. There

Q Theresa was a volunteer at that time?

A Theresa White she was doing legal research
as I recall.

Q That’s what you thought back then?

A That’'s what 1 recall.

Q She wasn’t involved in the campaign

activities?

COMPUTER-AIDED TRANSCRIPTION (MC




DAWN FASANO

Q Between you and Grant?

A Between me and Grant. There were really
no real conversations except why. You kind of go
through your mind and say what could be the reasons.

Now, I may have not really even had --
don‘t recall any indepth conversation with Grant
about that. But I did have conversations with
Theresa prior to that.

Q Tell me aboutr those then.

A Sure. One of the things with Theresa
White is that during the petition process aone of the
projects we had to do, being we were 1n primary, was
compile a list of people to carry petitions for us.
They had to be registered Republicans. And Theresa
White had stated to me, "Well, 1it'’s very hard to find
these people.'’

I said, "Well, let’'s see 1f we can find
ten people to carry. That will help."

A few days went by, maybe a day or two.
We had the conversation again, and Theresa had
expressed to me that "Well, I am having a hard time
finding these people, so I -- we can get people, but

they are not necessarily registered Republicans

COMPUTER-AIDED TRANSCRIPTION {(MC)




DAWN FASANO
within the district.”

And 1 was very opposed to that and just
gquestioned her political policies and at that point,
I think things started to change within the office.

Q And did you go to Grant with that
information?

A No, 1 did not.

Q You told her you didn‘t think 1t was a
wise decision?

A I said, "No way." We would not do
something like that. That would not be the policy cf
thls campaigh.

Q Wwhat was her reaction?

A You know, 1 don’t really -- what'’'s the
reaction. Probably -- I think a reaction was really
realizing maybe somebody like that -- something like
that should not have been said to me. I can’t
verbally express the kind of -- 1t was more of a
reaction on her.

Q You don‘t remember her saying anything?

A No, I don’t. I don‘t really -- kind of
one of those things you just -- let‘s move on.

Q So she dropped that, she didn’t pursue

COMPUTER-AIDED TRANSCRIPTION (MC)




DAWN FASANO
that she had filed criminal charges against him. She
hated him. She just down outright hated him.

Then later on, you find out it’'s kind of
odd, she is talking to him much later. The whole
thing was very odd. You kind of felt secure where
she was coming from and what she was saying. There
were times when she was vindictive and spiteful.

From my reaction to the whole situation,

t became a very distant relationship because of a

I questioned her political =- 1 am looking

wisdom?
Pclitical honesty and her -- I am having a
lack of wording.
Q Before you said that she, that Theresa,
primarily worked on the legal work you thought?
A That's what she had said to me.
Q She was doing that?
A She was doing legal, some legal research.
Q She never represented she was the campaign
manager?
A No, ! I think she may have wanted to be

but she wasn’t.

Q Did Grant ever say to you that -- talk to

COMPUTER-AIDED TRANSCRIPTION




DAWN FASANO
for instance?
A No. It was never at the campaign -- I
mean, I have seen it, but I have never --
Q When have you seen 1t?
I don’t know that. It's a long time ago.
Where was 1t when you saw it?
Probably at his house.
Did you ever see him driving it?
No .
Did you ever drive 1in it, ever ride in 1t?

I don‘t recall that, no. I don’t think

Did you ever drive it yourself?
No.

Q At the time when you met him though,
do you recall if he told you he a Corvette
previously?

A No.

Q Do you still talk to

Yes.
Are you dating Grant?
A Yes.
Q 1 am just establishing the basis for the

fact you have communication with him.

COMPUTER-AIDED TRANSCR;PTI._\




DAWN FASANO

Q 1 asked for the present first, and 1 think
it is relevant to the -- I think if somebody is
dating someone, they are very apt to discuss cars
they owned, personal transactions or as somebody 1n
the campaign, you wouldn’t necessarily do so.

A Married people tend to discuss personal
transactions and personal property owned.

Q I think it‘s like a continuum.

A The period you were guestioning 1s when I
met Grant did I know he had a car.

Q T Ehamik T ==

I never discussed hls car. I had no

recollecticn of ever discussing anything about a car
for a very long period of time. There was just never
a period of guestion.

Q 1 asked before and I will ask again: When
4did you first start dating Grant?

A Late maybe fall.

Q of "947

A Oof ‘94. And I would not call that
really -- that was just -- I don‘t even know if 1
would really call 1t dating at that point.

So now you are talking about my personal

relationship. We were friends for a very long time.

COMPUTER~AIDED TRANSCRIPTION (MC)




DAWN FASANO
the year end report for that year?
A In ‘94, was I involved in filing the year
end report? Yes, probably. This is --
Q Here 1s the year-end report for ‘94.
A Okay.
1f you look through here.
MR. CIAMPOLI: Off the record.
(Discussion held off the record.)
MR. CIAMPOLI: Thils 1s the ‘94 year end.
A Ckay.
Q Here are a list of all the debts and
ocbligations.
A Okay.
Q 1f you look through here, you will see Mr.
Ballau’s -- no debt is reported for Mr. Ballau.
A Correct.
Q Fi.st time it appears is in the ’'95 one of
the -- payments were made?
A Correct.
Q I was asking, do you know about this?

A I wasn’‘t aware that was a debt. That's

Q Did you personally deal with that

corporation? Mr. Ballau -~ that consultant, as far

0 ‘
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DAWN FASANO 57
as -- you worked with him during the campaign as far
as the payment of invoices?

A There was no invoices.

Q During the campaign, were you involved 1n
reviewing 1nvoices and requesting that money be paid
to Mr. Ballau?

A No.

Did Mr. Lally handle that?
There was no invoices.
Did he send you a bill at any time?

A There was no invoices, nothing.

Q Do you know when this bill was paid, how
you became informed the money was owed?

A Yeah, I was -- we were told that Tom said
that he had some money owed to him.

0 Who 1s "we"?

A Grant, Lawrence Lally.

Q They were told?

A Probably. I really can’t -- I can’t tell
you how they were told about the -- Tom did not call
me. I can say that.

Q There was no written invoice?

A No, 1 know that for a fact. There is

nothing there.
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DAWN FASANO

Q He didn’t write a letter saying you owe
this to me?

A No, to the best of my knowledge.

Q Then there is also on this, there is a
bi1ll reported to NS Pederson Company a bill of
3,065.407

A Yes.

Do you recall =--
1 do.
-- reporting that?

A I do.

Q That’s in the ’'95 year-end report which 1
think was the first one signed. The debt is no
longer reported?

A That's correct.

Q And subsequently, you submitted this
letter in response to a question by the Repurts
Analysis Division?

A That'’'s correct.

Q Do you recognize that letter?

I do:
Can you tell us what that’s all about?
The debt was mistakenly reported. It was

never a debt.

COMPUTER=-AIDED TRANSCRIPTION (MC)




DAWN FASANO
It was reported?
It was.
Any idea why it was reported?
If I recall, I looked at something that I

was a bi1ll, outstanding bill, in fact, 1t was

Did you call the vendor to find out

I did call. I don‘t recall who I spoke
we did check the account and there was
owed.

Dc you know 1f they gave anything to you

cr they were jJust saying you didn’t owe
any money?

A Our relationships with them was very
informal. So I had called Nick immediately.

Q The reports analyst with the FEC?

A Yes, and said to Nick the reason<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>