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May 9, 1996

Lawrence M. Noble, Esq.
General Counsel
Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

Re: Violation by Grant Lally of the Fed-
eral Election Campaign Act of 1971,
as Amended, for Failing to Register
as a Candidate in 1995

Dear Mr. Noble:

This is to notify you of a possible violation
of the Federal Election Campaign Act of 1971, as a ,
("FECA') by Grant Lally. Grant Lally unsuccessfully ran
as a challenger for the congressional seat in New York's

3Fifth District in 1994. He also qualified as a candidate
in 1995 under FECA. However, he failed to file a state-
ment of candidacy during that year.

x. Apliomblo ftatutoz emi g2tu tm

Under F=CO a peraonmast file 4 GS W A'

candidacy with the Federal lectio Commission( )
designating his or her principal caxpaign -comtte so
later than fifteen days after becoming a candidate. 2
U.S.C. S 432(e) (1). A *candidate* is defimed a ....
person who receives contributions in excess of #, or
makes expenditures in excess of $5,000 for the p of
seeking a nomination or election to federal office.
2 U.S.C. 5 431(2) (A).
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According to the enclosed reports that Grant
Lally filed with the FEC, his campaign received $8,211 in

contributions between January I and June 30, 1995 but
only used $2,630 of those contributions to retire debt or
obligations from the 1994 election. Moreover, there is
no indication that any of those contributions were desig-
nated for debt retirement. Therefore, he received at

least $5,581 in contributions by June 30, 1995 for his
next election campaign thereby exceeding the $5,000
threshold for becoming a candidate under FECA.

In the second half of 1995, Grant Lally re-
ceived an additional $11,470 in contributions and appar-
ently did not pay any more of his 1994 debt. Moreover,
there is no indication that any of those contributions
were designated for debt retirement. Thus, according to
'Grant Lally's FEC reports, the tctal amount of contribu-
tions he received during that year for his next election
was at least $17,051.

Ill. Grant Lally Failed to Register a Principal
Campaign Comittee

As described above, Grant Lally qualified as a

) candidate under FECA at the latest by June 30, 1995
because his campaign received more than $5,000 in cm-
tributions in the first half of 1995. Consequently, bo
should have filed a statement of candidacy with the
designating a principal campaign committee at the .=_
by July 15, 1995, fifteen days after becoming a
under FECA. However, he has not made any such filing to
date for 1995. Thus, Mr. Lally's failure to file a
statement of candidacy is a violation of FECA.
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Noble, Esq.

this matter
Therefore,
and take appropriate

hat the F>:' investigate
-A c t or. .

Caudla Doline-
14 Andover Road
Fort Wash:rngton,
110128

5- 4---

:h-s has been sworn
to me this _ i iay of
May 1996

Notary

Am TUIO (lAM
V 0 , " Stxt of *40 Ya

This has been sworn
to me this _ day of

Notary

Chet Szare efo
252-36 63rd Avenue
Little Neck,
718-428-4369

NY 11362
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Northport, NY 11768-3305
tel. 516-757-7077

This has been sworn
to me this 2 day of
May, 1996 1

Notary

WntIA MAHER
409a V Pubc. Stot of Now Yak

No 01 MA48392S4
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Grant M. LaLty
345 Harbor DrLve
Oyster Bay, NY 11771
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w
LOANS

C?0o29;2r;3
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of Loan
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LaLLy For Congress

A Name Mading A4&4%5~ end ZIP ca"e of Loaf, Son'" V

Grant M. LaLLy
345 Harbor DrLve

Oyster Bay, NY 11771
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LaLLy For Congress

A F 9 Name Mabig ADdes1 and ZIP CoOe Ot toan Sout, r

Grant M. LaLLy
34S Harbor Drive
Oyster Bay, NY 11771
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FEDERAL ELECTION COMMISSION
Washington. DC 20463

May 17, 1996

Emily Rose DeGregorio
14 Bob-O-Link Lane
Northport, NY 11768-3305

RE: MUR 4362

Dear Ms. DeGregorio:

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").

The respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Election Commission takes final action on

your complaint. Should you receive any additional information in this matter, please forward it
to the Office of the General Counsel. Such information must be sworn to in the same amaer

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.

SCollee T Atdmmy

Central Enforcement Docket

Enclosure
Pwcedures
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FEDERAL ELECTION COMMISSION
Washington, DC 20463

May 17. 1996

Chet Szarejko
252-36 63rd Avenue
L.ittle Neck, NY 11362

RE: MUR 4362

Dear Mr. Szarejko:

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-).

The respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Election Commission takes final action on

your complaint. Should you receive any additional information in 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

description of the Commission's procedures for handling complaints.

Coltee T.,Atow
Central Enforcement Docket

Enclosure
Procedures
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FEDERAL ELECTION COMMISSION
Washington. DC 20463

May 17. 1996

Claudia Doliner
14 Andover Road
Port Washington. NY 11050

RE: MUR 4362

Dear Ms. Doliner:

This letter acknowledges receipt on May 14. 1996, of your complaint alleging possible

violations of the Federal Election Campaign Act of 197 1. as amended ("the Act").

The respondent(s) will be notified of this complaint within five days.

You will be notified as soon as the Federal Election Commission takes final action on

your complaint. Should you receive any additional information in 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
description of the Commission's procedures for handling complaints.

i y

Central Enforcement Docket

Enclosure
Procedures
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FEDERAL ELECTION COMMISSION
Washington. DC 20463

May 17. 1996

Grant M. Lally
345 Harbor Drive
Oyster Bay. NY 11771

RE: MUR 4362

Dear Mr. Lally:

The Federal Election Commission received a complaint whfich indicates that you may
have violated the Federal Election Campaign Act of 1971. as amended ("the Act"). A copy of
the complaint is enclosed. We have numbered this matter MUR 4362. Please refer to this
number in all future correspondence.

Under the Act, you have the opportunity to demonstrate in writing that no action should
be taken against you in this matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter. Where appropiat, statements
should be submitted under oath. Your response, which should be addressed to the General
Coumsel's Office, must be submitted within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action based on the available
info madon

This maoder will remain onfen in dance with 2 U.S.C. I 437g(aX4XB) md
I 437g(aXI 2XA) unless you notify the Commission in writing that you wish the nmater 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 you have any questions, please contact Alva E. Smith at (202) 219-3400. For your

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

Colleen T. Scalander, Attorney
Central Enforcement Docket

Enclosures
I. Complaint
2 Procedures
3 Designation of Counsel Statement
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AY T AT LAW

it 19 2 10% '96
GLEN JEREMIAH GENTILE MAIN OFFICE
JOHN N. CIAMPOU 1461 FRANKLIN AVENUE

OF COUNSEL GARDEN CITY. NEW YORK 11530
HARLAN W1TTENSTEIN (516) 739-2041

NEW YORK CITY OMCE
June 30, 1996 POST OMCE BOX 204

JROOnLYN, NEW YORK 112M
(713) 7481-0017

Colleen T. Sealander, 
Esq.

Federal Election Commission STATE CAPITAL OFFICE
999 E Street NW
Washington, D.C. 20463

RE: MUR 4362 518 7.8 1145
PLEASE RESPONDTO .,al f i(

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, Esq., 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

GENTI

BY
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DAWN M. FASANO, being duly sworn, deposes and says under

the penalties of perjury:

1. That she is the Treasurer of the Lally for Congress

Committee, for the period of time question.

2. That she has reviewed the complaint in MUR 4362 and the

relevant disclosure filings mentioned therein.

3. 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 that efforts at debt reduction could be sustained.

4. The obligations and debts of the Committee retired by the

funds raised were as follows:

Thomas Ballau $ 1,578.00
John Plant $ 500.00
Prime NY $ 5,500.00
Long Is. Catholic $ 1,575,00
Thomas Ballau $ 1,000.00

$ 2,000.00
Anton Newspaper $ 550.00

TOTAL $13,208.00

5. The costs associated with fundraising/debt retirement

activities were as follows:

Nynex $ 7.93
$ 20.90
$ 131.39
$ 104.24

Staples $ 57.97
Kinkos $ 156.24
AAA Stamp $ 25.98
Gourmet on the Go $ 400.00
Printing Plus $ 146.47

TOTAL $1,051.12
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6. The total amount allegedly received by the Lally Committee

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

7. The aggregate amount of debt retirement and associated

costs was $14,259.12 with $7,391.78 in cash remaining on hand.

8. The aggregate amount of monies relates to debt retirement

and associated activities as well as cash on hand was $21,650.90.

This amount exceeds the amount raised and undermines the allegation

that $5,000 was raised for the 1996 campaign.

9. The Committee has requested attribution letters from all

donors upon learning of this problem. A copy has been attached.

10. The Committee is in the process of amending its filings to

attribute expenditures to the 1994 campaign.

DAWN M. FASA)rN

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

Notary Publ ic

•o t-we -,,



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

FIRST GENERAL COUNSEL'S REPORT

4362 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

RELEVANT STATUTES: 2 U.S.C. § 434(bX8)
2 U.S.C. § 432(e)(1 )
11 C.F.R. § 431(2)
11 C.F.R. § 104.11

INTERNAL REPORTS CHECKED: Disclosure Reports

FEDERAL AGENCIES CHECKED: None

1. GENERATION OF MATTER

The complainants Claudia Doliner, Chet Szarejko and Emily Rose cO arioa that

Grant Lally, a 1994 and 1996 New York 5th district Congressional candidate, violatd 2 U.S.C.

§ 432(eX 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 respowe

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



II. FACTUAL AND LEGAL ANALYSIS
A. Applicable Law

The Federal Election 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 writing his or her authorized campaign committee. 2 1' S.C. § 4 32(c)l 1 ) Such designation

shall be made no later than 15 davs after becoming a "candidate. Id ,t Sc

1 1 C.F.R. § 101. I. [he Act defines a candidate a.% an individual %ho seeks nomination for

election, or election, to Federal offlice, and an indi' idual is deemed to be a candidate if, inter

such individual has received contributions aggregating in excess of S5.000 or has made

expenditures aggregating in excess of$55.000. 2 L.S.C. § 43 12)1A). 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 . S.. 4141 3b) 8). Debts and obligations must be

continuously reported until extinguished. I 1 C.F.R. § 104.1 (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. I I 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. I I C.F.R. § 1 10.1(bX2Xuii).

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

if such contributions do not exceed the adjusted amount of net debts outstanding on the date the

contribution is received. I I C.F.R. § I 10.1(bX3Xiii). A contribution is considered redesignated

ifit meets the requirements set forth in 1 I C.F.R. § I 10.1(b)(5Xii). i.e., it is signed by the
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contributor, is 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 covering the period in which the redesignation is received. I I C.F.R.

§ 104.8(d)(2).

B. BackgroundiSummary of Complaint and Responses

Grant Lally ran for Congress in New York's 5th Congressional district in 1994.

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

totaling $334,273. almost all of which was owed to the candidate himself. See Attachment 1 at 1

and MUR 4128. The Committee's 1994 non-candidate debt. totaling $14,281. was owed to

various vendors: $5,686 to Prime New York. $3,065 to N.S Pedersen, $2,400 to Lawrence Lally.

$1.575 to LI. Catholic. $1.055 to Anton Newspapers. and $500 to John Plant. Attachment I at I

and 2

In 1995. the Committee received $19,681 in contributions: S8,21 1 during the first six

months and $11,470 during the second six months. Attachment I at 4-5, 10-11. 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 $5,500.2 Long Island Catholic $1,575, Anton Newspapers $1,055 and John Plant

$500. Attachment I at 8, 9 and 16. Although the Committee's 1995 Year End Report continued

to include a $2,400 debt owed to Lawrence Lally, it omitted the $3,065 owed to N.S. Pedersen

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

2 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.
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Committee 's treasurer wrote that [a]fter reviewing our records, we found that this debt never

existed, and was mistakenly reported." Attachment I 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 of the $1 9,68 1 in

contributions received bv the Committee during 1 995 was used to retire debt from Grant Lally's

1994 campaign. (irant Lally should have filed his Statement ot('andidacy for the 1996 election

cycle in 1995. See Complaint received on May 14. 1996, at page 2. As Mr. Lally did not file his

1996 Statement until June 3. 1996. complainants allege he has Niolated 2 U.S.C.

§ 432(e)( 1).

The ResKondents submitted an affidavit from Dawn Fasano. the treasurer of the Lally

campaign during the time in question. See Response. Ms. Fasano avers that the contributions

received during 1995 were either used fbr 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. Although these contributions were received after the 1994 election

cycle, it does not appear that the Committee obtained wrTitten designations for them. Such

written designations would be required for contributions to be accepted for 1994 debt. -5=

1 C.F.R. § 110. 1(bX3 Xii) and (iii). The former treasurer avers that the Committe "has

requested attribution letters from all donors upon learning of the problem." Response at page 3.

The former treasurer used the word "attribution," but she appears to have meant "designation" or

"redesignation." -5r& I I C.F.R. § 110. 1(b)(kX3) and (5).3 The Committee claims it will amend

3 We note that our review of disclosure reports shows that these 1995 contributors had not
already given the maximum amount towards the 1994 election cycle.
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its reports to properly disclose what election the contributions were given 1br. but to date there is

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 [Clommittee and maintaining the operations of

the Committee so that efforts at debt reduction could be sustained" Resp-mse at page .

Specifically. the L.ally 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. L. at 2-3. Included in the $13.208, however.

are three payments totaling $4.578 that had not been reported as 1994 debt. [hose three

payments were paid to Thomas Ballau for "consulting fees" as follows: $1.000 on January 1,

1995. $2,000 on June 20. 1995 and S1.578 on July 11. 1995 Attachment I at 9 and 14. As for

the remaining portion of the contributions received b lI.ally for Congress during 1995. which

amounted to S5,422. the Committee asserts that none of those funds were spent. The Committee

thus argues that since none of the $19.681 in contributions received during 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 during 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. Amsais

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

"candidate" under Section 432(eX 1) well before he filed his Statement of Candidacy on June 3,
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1996. The Committee's reports disclose that it accepted $19,281 in contributions during 1995.

Although the Committee 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 is only now obtaining written designations for such contributions. Such

written designations were required for contributions to have been accepted for the 1994 election

cycle after that cycle. Sxl I C.F.R. § I 10.1(b)(3)(iii). Moreover, 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. Ss" II ('.F.R. § I 10.l(b)(2)(ii). 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

cycle. 4 As Grant Lally did not file his Statement of Candidacy until June 3, 1996. it appears that

he violated Section 432(e)( I).

The Committee asserts that the contributions that it received during 1995 should not

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

either the receipt of contributions in excess of $5,000 or by the making of expenditures in excess

of $5,000. .S= 2 U.S.C. § 431(2XA). The Committee's receipt of S19,681 in contributions that

4 Because $7,711 of the $8,21 I in contributions received by the Committee during the first
half of 1995 were unitemized, it is 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.

'0
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appear to have been for the next election cycle was therefore itself sufficient to trigger the

Section 431(2)( A) contribution threshold.'

The Lally campaign's reports and response suggest that during 1995-96 it may have also

spcnt in excess of $5,000 on 1996 electoral activity. The spending involvcd was undertaken well

before Grant L.ally tiled his Statement of (andidacv on June 3. 1996. Jo begin with. the

Committee made three payments totaling $4.578 to Thomas Ballau for "consulting fees" during

1995. Although the Committee's response suggests that the $4.578 was tier 1994 debt, such debt

to Mr. Ballau was never reported at an% time during 1994. Nor have the respondents provided

any independent evidence that this was 1994 debt, i.e., invoices, correspondence, etc. In

addition, even the 1995 reports ,hich disclosed such payments did not indicate that they were for

a previously owed debt. If the payments made to Mr. Ballau. or any portion thereof, were for

1996 electoral activity, they would count towards Mr. Lall) 's Section 431(2 (A) spending

threshold for 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 prior 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, it had spent in excess of $5,000. U.'

5 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.

6 We note that during 1996 the Committee raised over $35,000 in contributions designated
for the 1994 election cycle. It is currently unclear what portion of the expenditures made in 1996
were for the purpose of raising such contributions.
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Third, there is additional 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 3. In addition, a March 12. 1996 news editorial referred to

Grant Lally as the "Republican ('ongressional candidate." W.

Finally. the lally campaign appears to ha~e filed inaccurate infirmation 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." Attachment I at 2. 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." Attachment I at 3. If this explanation is correct, it would appear

that the Lally campaign and its treasurer violated 2 1 .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 Committee's

response suggests, then the Lally campaign may have violated 2 U.S.C. § 434(b)(8) by failing to

report such debt when required .7

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

7 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 reoccuning administrative expense that might be
permitted to be reported on the payment due date. Se I I C.F.R. § 104. 11.
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2 U.S.C. § 432(e)(1) by failing to timely file his statement of candidacy and that Lally for

Congress and Bruce ('o,zens. as treasurer, violated 2 U.S.C. § 434(a) by inaccurately reporting

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

MII. RECOMMENDATIONS

1. Find reason to bellieve that Grant M. Lally violated 2 U.S.C. § 412(ex(I).

2. Find reason to believe that Lally for Congress and Bruce Cozzens, as treasurer.
violated 2 U.S.C. §§ 434(a) and 434(b(8).

3 Approve the appropriate letters.

Lawrence M. Noble
General Counsel

Date BY: Lois G. terner
Associate General Counsel

Attachments
I. Disclosure reports
2. Chart
3. News Articles
4. Factual and Legal Analysis



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Grant M. Lally; ) MUR 4362
Lally for Congress and Bruce
Cozzens, as treasurer.

CZRTIFIQATION

I, MarJorie W. Wmmono, Secretary of the Federal Election

C-nission, 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:

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

2. Find reason to believe that Lally for
Congress and Bruce Cozzens, as treasurer,
violated 2 U.S.C. 55 434(a) and 434(b)(8).

3. Approve the appropriate letters, an
recommended in the General Counsel's Report
dated November 26, 1996.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

Date roi .Rmn
Scr~ tary of the Cmmission

Received in the Secretariat: Tues., Nov. 26, 1996 2839 p.M.
Circulated to the Commission: Wed., Nov. 27, 1996 11100 &a.
Deadline for vote: Tues., Dec. 03, 1996 4:00 po.

mod



*1* 00
FFDFRAL FLFCTION (OMMISSION

December 16, 1996

CERTIFIED MAIL

RETURN iCEIT IEQUEITED

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

RE: MUR 4128 and NRtlW4362

l)car 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 Election Campaign Act of 1971, as amended ("the Act"). A copy of the

complaint, marked as MUR 4362, was forwarded to your clients at that time.

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

believe that Grant M. Lally violated 2 U.S.C. § 432(e)XI) 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 factuW or legal materials that you believe are relevant to the

Commission's considation of MUR 4362. Pleas submit such materials to the Genal

Comiars Office within 15 days of receipt of this letter. Where app siatsme dd be
sbmitt~d unde oath In the abence of additional infomation the Commission may ftd

probable cause to believe that a violation has occurred and proceed with conciliaton This
matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4)(B) and

437g(aXI 2XA) unless you notify the Commission in writing that you wish the matter to be made

This letter is also to notify you that pursuant to the investigation in MUR 4121, the
m has auhorized the enclosed Subpoenas requiring Grant M. Lally, Lawimo

M Lally and Utewolf Laily to appear to give sworn testimony which will assist th Comnmlio

in carrying out its statutory duty of supervising compliance with the Act. The enclosed
Subpoena to Utewolf Laily also requires the production of documents. The dates md tinm for

the depositions and for document production are provided in the enclosed Suboa



MURs 4128 & 4362 0
John Ciampoli, Esquire
Page Two

Pursuant to I I C.F.R. § I 11.14, a witness summoned by the Commission shall be paid
$40, plus mileage. Subsequent to the deposition, your clients 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,

Cha Eliott
Chairman

Enclosures:

Factual and Legal Analysis
Subpoenas

cc: Lally and Lally, Esquires
220 Old Country Road
Mineola, New York I 1501

.4 'I
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FEDERAL ELECTION COMMISSION

FACTUAL AND LEG;AL ANALYSIS

MUR: 4362

RESPONDENTS: Grant M. Lally
l.ally for Congress and
Bruce Cozzens, as treasurer

I. GENERATION OMATIER

The complainants Claudia Doliner, Chet Sarcjko and Emily Rose DeGregorio allege that

Grant I-ally, 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.

i. APPLICABLE LAW

The Federal Election 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 writing his or her authorized campaign committee. 2 U.S.C. § 432(eX). Such designation

shall be made no later than 15 days after becoming a "candidate." Id. Se WW

I I C.F.R. § 10 1. 1. The Act defines a candidate as an individual who seeks nmito for

election, or election, to Federal office, and an individual is deemed to be a candidate if, = alis,

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 ewh

disclosum report filed state the amount and nature of outstanding debts and obligatiom owed by

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



continuously reported until extinguished. II 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. I I C.F.R. § 104. I1(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. II C.F.R. § I 10.1(bX2Xii).

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

if such contributions do not exceed the adjusted amount of net debts outstanding on the date the

contribution is rccci%,ed. II C.FR. § 110. l(b)$3)(iii). A contribution is considered redesignated

if it meets the requirements set forth in 11 C.F.R. § I 10.1(bX5Xii), i.e., it is signed by the

contributor, is 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 covering the period in which the redesignation is received. I I C.F.R.

§ 104.8(dX2).

Ii. SUMMARY OF COMPI NT AND REPONS

In its frst 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 Lawrence Lally, $1,575 to L.I. 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 S 14,281 that had been reported as non-candidate

debt on its 1994 reports. Specifically, it reported paying Prime New York $5,500,1 Long Island

Catholic $1,575, Anton Newspapers $1,055 and John Plant $500. Although the Committee's

1995 Year End 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 Committee 's treasurer wrote that [aJfler 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

rccei'cd by the C(ommittee during 1995 %%as 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(eX1).

The 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 contributiom were made to retire

1994 debt The former treasurer avers that the Committee "has request 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." -So I C.F.R. § 110. 1(b)(kX3) and (5).

1 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.
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The Committee claims it will amend its reports to properly disclose what election the

contributions were given for, but to date there is 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 [Clommittee and maintaining the operations of

the Committee 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. Included in the $13.208, however, are three payments totaling

$4,578 that had not been reported as 1994 debt. 'hose three pa)ments were paid to Thomas

Ballau 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 porlion of the contributions recei,%ed by Lally for

Congress during 1995, which amounted to $5,422. the Committee asserts that none of those

funds were spent. The Committee thus argues that since none of the $1 9,681 in contributions

received during 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 during 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 Aprl 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(eXI) well before he filed his Statement of Candidacy on June 3,



1996. The Committee's reports disclose that it accepted $19,2S1 in contributions during 1995.

Although the Coiimittee 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 response suggests

that the contributors had not designated in ,riting that their contributions by used for 1994 debt.

Such written designations were required for such contributions to have been accepted at that time

for the 1994 election cycle. S= II C.FR. § I 10.1(bX3Xiii). Under the Commission's

regulations, all contributions received after the 1994 election cycle that were not designated in

writing b) contributors for 1994 debt retirement "ere 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-1995 the lalll .ampaign had accepted contributions in excess ot $5,000 for the 1996

election cycle. As Grant L.ally did not file his Statement of Candidacy until June 3, 1996, it

appears that he violated Section 432(e)( 1).

The Committee asserts that the contributions that it received during 1995 should not

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

were not spent at all. Yet the statute clearly provides that the candidacy threshold is triggered by

eithC the receipt of contributions in excess of $5,000 ox by the making of expenditures ht exces

of $5,000. S 2 U.S.C. § 431(2XA). Thus, the Committee's receipt of $19,681 in ca. - -l -bim

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

431 (2XA) contribution threshold.2

2Even 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.



*1 6 1

The Lally campaign's report and response suggest that during 1995-96 it may have also

spvn in excess of $5,000 on 1996 electoral activity. The spending involved was undertaken well

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

Committee made three payments totaling $4,578 to 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 e% idence of the debt, i.e., invoices, correspondence, etc. In addition, even the

1995 reports which disclosed such payments did not indicate that they' were for a previously

o ,ed debt. If the pa, ments made to Mr. Ballau, or an, portion thereof, were for 1996 electoral

aC.t)\t.\, they kould .kunt to,'ards \1r l.all)"s Sction 4312)(A) spending threshold for

candidacy. Moreover. %%hen such payments are aggregated with those made by the Lally

campaign in early 1996, the Committee appears to have spent in excess of $5,000 by February 7,

1996, almost four months prior to ,,hen Mr. [.ally's Statement of Candidacy was filed. In any

eent, the Lally campaign's 1996 reports themselves indicate that by April 3, 1996, two months

prior to when the Statement was filed, it had spent in excess of $5,000.

Third, there is additional information at hand which suggests that Mr. Lally may have

been a candidate well before he filed his Statement of Candidacy. Specifically, a Februy 24,

1996 news article stated that Grant Lally "has been named" by county "leaden" to "oppose

Ackerman again." See Attachment. In addition, a March 12, 1996 news editorial referred to

Grant Lally as the "Republican Congressional candidate." Id.

Finally, the [ally campaign appears to have filed inaccurate information on its 1994 Yew

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 Committee's response suggests, then the Lally campaign

may have violated 2 U.S.C. § 434(bX8) by failing to report such debt when required.

In light of the foregoing information, there is reason to believe that Grant M. Lally

violated 2 U.S.C. § 432(eX i) by failing to timely file his statement of candidacy and that Lally

for Congress and Bruce Co,cns, as trcasurer, % iolated 2 U.S.C. § 434(a) by inaccurately

reporting debt and 2 V S.C. § 434(bX8) by failing to report debt.
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December 23, 1996

Xavier McDonnell, Esq.
rad~raj Election Commjnsjon
Office of the General Cntincil
999 Z Street, N.W.
Washington, D.C. 20463

Re: MUR #4120 & M U26

Dear Mr. McDonnell:

In response to the subpoenas 1annowd by your office, I wvld
like to request that the subpoenas for Grant H. Lally, Lawrenc K.
ially, mnd Ute W. Lally scheduled for January 13-15, 199be -
reachedulod for January 30, 31 and February 1, 1997 at the 4Wae
time and location.

The purpose for this request to reschedule in to allow
additional time to prepare for the depositionm dire to the proximity
of the holidays, ald because my attorney, John Ciampoli, asq., is
qenerally not available on Mondays or Tuesdays during the first
quarter of the year.

Tn Addition, I would like to oonfirm that the date to respond
to MiJR *412H And NUR $4362 has been ex*tended on oonet to january
15, 1997.

Please feel free to contact me should any other dates prove
more convenient to you, and thank you for your OO~ltay sa
consideration in this regard.

Very truly yours,

GML: eas
cc: John Ciampoli, Esq.
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BEFORE THE FEDERAL ELECTION COMiiS|ON

In the Matter of JAR 3G Ati 1

Lally for Congress
and Bruce ('ozzens. as treasurer ) MUR 4128
Grant M. LaII ) MUR 4362 ,
I.awrence M I.all. et al

GENERAL COUNSEL'S REPORT

I. BACKGROUND

In Ni "R 4128. based upon e% idence that 1994 candidate Grant M. Lally had received

oer S300.)0() in excessive contributions, on May 16. 1996. the Commission found reason to

believe that l-all, tor Congress and its treasurer 'iolated 2 U.S.C. §§ 441a(f) and 434(b). that

Grant . l.all' % olated 2 U.S.C . 441a~f) and that his father and tbrmer treasurer

Lawrence N. l.al,1 violated 2 *.S.C. § 441a(a)( 1 )(A). On September 12. 1996. the Commission

approved Subpoenas to depose. iner alia. Grant and LaTence Lally in connection with MUR

4128.

In Mi "R 4362. on December 3. 1996. the Commission found reason to believe that

Grant M. Lally violated 2 U.S.C. § 432(eX 1). and that Lally for Congress and Bruce Cozms, as

treasurer, violated 2 U.S.C. § 434(a) and (bX8). Although the complaint in MUR 4362 alleged

that the former candidate had failed to file his 1996 Statement of Candidacy, some of the issues

in MUR 4362 relate back to the Lall% campaign's activities 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 Office recommends that the Commission extwd the

scope 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 de



II. RECOMMENDATIONS

I. Extend the scope of the previously appro'ed 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.

I., s (I. L.emerT/
A'ssoc atc (ieneral Counsel

Staff Assigned: Xavier K. McDonnell

Ddt'c



BEFORE TEE FEDERAL ELECTION COMMISSION

In the Matter of )
)

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

Grant M. Lally;
Lawrence M. Lally, It jl. )

CERTIFICATION

I, MarJorie W. Vwmons, 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 NURs 4128 & 4362:

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

2. 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 decisioni CoinLissioner McDonald did not

cast a vote.

Attest:

Secre of the Cminsion

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

rd
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FEDERAL ELECTION COMMISSION

January 7. 1997

FAXEDAND MAI

Grant M. [.ally, Esq.
Ially and Lally
Attorneys at Law
220 Old Country Road
Mineola, NY 11501

Re: MUR 4128 and4$

lDear \r I all%

As %&e discussed by telephone, this
ot(irant I. [ally. LaTCnce M. [ally and
at the same times and location.

office has agreed to reschedule the depositions
Ute W Lally for January 29, 30. and 31, 1997

In addition, an extension in MUR 4362 has been granted until January 15, 1997
for ' our response.

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

Sincerly,

XkAffe McDonnel

cc: John Ciampoli, Esq.
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January 8, )997

Michelle Cox
541 ('lark Place,

Uniondell, NY 11553

RE: MURs 4128 and 43f

Dear Ms. Cox:

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

Sincerely.

Deborah L. Rice
Paralegal



I tDE RAL It LI.CTION COMMISSION

January 8, 1997

11. S. Attorneys Office
Eastern District of New York
825 ast Gate Blvd.,
Garden City, New York 11530

Re: MURs 4128 and 4362
Confinnation of Depositions on January 29, 30, and 3 1, 1997

Dear %is. l)¢ inor"

lhis is to confirm the use of Room A on the third floor of the U.S. Attorneys
(ftW'ce fr depositions on January 29. 30. and 31. 1997 at 930am until 4:00pm.

Should )ou have any questions regarding these dates or times, feel free to call me
at (202) 219-3690.

Sincerely.

Deborah L. Rice
Paralegal
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January 15, 1997

VIA 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 follo", -up to our telephone conversation on January 14. 1996. in which you
requested infomation about DCLC y. FEC, Civil Action No. 96-0764, (1996). As you are
a%%are, 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.

The statute alilows a complainant to file a lawsuit against the FEC if the agency fails to
take action on his or her complaint within 120 days of when it was filed. So 2 U.S.C.
§ 437g(aX8). As I indicated during our discussion, in accordance with the confidentiality

requirements of 2 U.S.C. § 437g(aX 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 administiation of the complaint in MUR 4128. The
DCCC is under a protective order which prohibits it from sharing any infmia pmvd to it
in the course of de litiation in DCCC v. MC. The protective order will we b w4 iil a
motion is made by this agency, which will occur at the ccusion of MUR 4128w w Ure
provisions of 2 U.S.C. j 437g(aX 12) no longer apply.

With respect to the upcoming depositions, as I indicated during our conveation on

January 14, the Commission has extended the authority of the deposition s om dt they

now include the activities at issue in MUR 4362. If you have any other queati , 1 cm be

reached at (202) 219-3400.

Sincerely, 
/i

,ve y K. W.Ao,.4~

Cedr ftfte Ao. AImrw,

YESTERDAY. TODAY AND TOMOK

MWCA=I 10 KING THE FULEOW ONN A



FEDERAL ELECTION COMMISSION
WASHINGTON. 0 C 20463

February 5, 1997

VIA 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:

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 explantion for the d between the S 116,000 in checks TAwrence Lally
issued to Grant Lally in 1994 and the S 18,000 that according to your July 19, 1996 esponse,

was paid for the poperty 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.

5. Evidence related to the source of the $8,545 deposited in the law firm account on or

about August 26, 1994 (account # 1.

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.

FA-tla Jintg theP (onlnim-won % .20 rh 4nnivpr(,%.

'LSUIRDAY. ?)0M AND IOKNIt(M

OtOKAHODTOIEM4THK KIMC * (4OIff)



• •Letter to John Ciampoli, .luireMUR 4128 & MUR 4362

7. Evidence showing what became of the $16,000 received from Michael Adornato on or
about August 30, 1995, i.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 to services provided by Theresa White to Lally for Congress,
i.e., checks, check registers, agreements, documents created by Ms. White, etc.

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

11. Evidence 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. I 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
submited. In addition, during 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 writing. S= I I C.F.R. § 111. 18(d).

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

Sincerely,

v K. McDonnell
Attorney

Enclosure

Designation of Counsel form
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March 3, 1997

CERIFIED MAIL
RETURN RECEIPT REQUESIED

John Ciampoli, Esquire
1461 Franklin Ave
Garden City. New York 11530

RI-: %I'R 4128 and MV:R 4362

Dear Mr. Ciampoli:

Pursuant to I 1 C.F.R. § III .14, a witness summoned by the Commission shall be
paid $40, plus mileage. Enclosed please find witness fees for your clients in the
above -captioned matter.

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

Sincerely.

Xavier K. McDonnell
Attorney

Enclosures:
Checks for.
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DAWN IAMO
2S29 36th Avenue

Astoria, N.Y. 11106

March 7, 1997

Xavier McDonnell, Esq.
Office of the General Counsel
Federal Election Commission
999 E Street, 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 inforimed 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,

OAWN MUMAW
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March 22, 1994

Grant M Lally, Esq
222 Old Cuuntry Rtoad
Mineola, N Y 11501

Re Congressional Race - 5th C D

Dear Grant

The following is a proposed retainer agreement for my services as manager of your
pnmary and general election campaigns for the fifth congressional district

Services included as part of this retainer are day to day operations of all campain
headquarters, coordination and preparation of mailings, print media , adio, television,
etc. communication with local party headquarters, oversight of campaigii staW, meetingp
with consultants, oversight of volunteer coordinators, preparation and distribution of
campaign material, coordination of fundraising events, management of general campaig
activities

In light of the time that will be neccessary to effectively run the campaign as well as the
time off from my law practice, the following is a proposed compensation sc4e:

/1/94 to 4/1,/94(pan time) S500000

4/1/94 to 7/l/94(part time) $5000 00

7/1/94 to 9/l/94(full time) $500000

9/1/94 to 10/i/94(full time) $500000

10/1/94 to ll/1/94(fill time) $5000.00



J

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

Please let me know if these terns are agreeable I look forward to a succc.,sful campaign!

Si n I ey,
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Scpicni'ct 7 I99.4

I aw rence I .illy. 1reesurtc
l.alIl lo r ( "ongres% ( 4iiii e

220 Old County Road
Mineola, N Y I 15UI

Rc \ls,,.age of ,c,,pt.:nbci I'

Deal Mt I Ialiy

IIll hi ltter is in rep! ,o uTc t ,,,'ci ito-,.c.. ', ld., .eptLIUK, 2. 19 4, 5 2o p m

reterrinu me to Canon Four of the ( . UI l i ssl',,.tl ResposibihlNt (Preservation of
Confidences and Sece s of a Clien Pt

I fail to see the rele\ance ofthis ('an i i' i n. tcr thei ,,n.ressional campaign As you
are avkare. I only ser Ld the camlnil._, il t i. cjllXcil\ o" ,.ipaIn manager At no time
W,s I eer solicited 01 ietincd oi ti I qC12i-l itki C 0,, \%,i, I ,.r -.on.,iulted in my capacity
as an attorney It i: unquestionable that thi -. N-i ticant diflerence between the
plit ical and legal foiom, ' The m.c %\p., . . , c , ii),1i I p.imi licipaied were at all times
,trictl, political in , ih ic It is l)mi',L'cled .110 \i L1 1 ,ibllw' diio lio , n) ) I, the facts for the
campaign to no%% ass.rt that m\ ,oI. th. , lliilll %,.s that of an attorney or Iegi
advisor

Finally. I do not kno% what information \ ot arc tr\in,-' to present from being disclosed. I
can only take your actions to be an attempt to dissualde ic from engaging in political
discussions which you believe would be polWt+call for legialy) damaging to your
and/or candidate.

I would now ask that all of those connected \ tih the Lally toi Congress aCa
attempts to contact me. particularHr 1I tii,, im\ l*iinil, .is .i vchiic Ibr this purpose.

Sincerely.

Teresa A White

~kJ~ ~
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March 12, 1997

Xavier McDonnell, Esq.
Office of the General Counsel
Federal 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 byme 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
Legislature is in session, Mr. Ciampoli is 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 an enclosing
documents concerning items 2, 5, 7 and 9. I understand that you
have already received items I and 8.

The difference referred to in item 3 betveen 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 H.
Lally for his interest in Museum Source, Ltd., and $23,000.00 is a
pay-out of part of the indebtedness owed by Lawrence N. Lally to
Grant 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.

K
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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, Esqs. 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, Real Property Account
* A copy of the deposit slip is attached.

The L. Lally Enterprise, Inc. Account # is

maintained at Fleet Bank, Hempstead, New York.

Please advise if you require any further reque s.

Very ruly yours,

NC M.LALLY
LML: las
Enc.
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April 4. 1997

EA A

John Ciampoli. Esquire
1461 Franklin Ave
Garden City. New York 11530

RE Mtr'R 4128 and MUR 4362

Dear Mr. Ciampoli:

As I informed your office in February. at your request the deposition transcripts
for your clients in the above-captioned matters were sent to the U.S. Anomey's Office in
Garden City for their review and signature. We have been informed that to date the
transcripts have not been reviewed or signed. If your clients wish to review and sign the
transcripts. they should do so as soon as possible but no later than by Friday April 11.
1997.

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

Sincerely,

Xavier K. McDonnell
Attorney

CC: Lawrence Lally, Esquire

f I [ RAI I I I ( 11( )k- ( ( )\AjAl,,sj )N
. , 44.



FEDERAL [LICTION COMMISSION

April 30, 1997

yIA FEDERAL EXPRESS

Ms. Mitze Tanner
'S.. Attorney'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 appropriate deposition transcript. In addition,
pages 1-3 of the transcript of Lawrence Lally that are in your possession are incorrect.
Therefore. I have enclosed replacements for those pages. Within the next two weeks, the
deponents should be coming by your office to review and sign the transcripts. 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 you for your assistance. If you have any questions, please call me at
(202) 219-3400.

Sincerely,

Xavier K. McDonnell
Attorney

Enclosures:

1. Pages 1-3 from deposition of Lawrence Lally

2. Exhibits frm depositios of Grant Lally, Lawrence Lally, Ute Lally and Dawn Famo
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BEFORE THE FEDERAL ELECTION COMMISSION4

In the Niattcr ot

Lally for Congress ) MUR 4128
and Bruce ('ozzens. as treasurer ) MUR 4362 S SITIVE
(irant M. Lallk
Lawrence L.allv
I rtc lali,

(;ENERAL COUNSEL'S REPORT

1. BACKGROUND

(irant Lally ran for Congress in 1994 and again in 1996. His authorized committee is

Lally for Congress ("Lally campaign"). MUR 4128 involves loans reportedly made by Grant

.all,, to aid his 1994 campaign. but which appear to have come from other sources. MUR 4362

inoles the alleged failure of (irant Lally to timely file his 1996 statement of candidacy, and the

LalR campaign's failure to file accurate an disclosure report

(.In January 29-3 1. 1997. this Office deposed four persons in connection with the above-

cited matters. Although the depositions included several questions related to MUR 4362, they

focused primarily on the activities at issue in MUR 4128. The deposition transcripts 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. This Office has reviewed the substantial evidence adduced, including voluminous

documents. Moreover, this Office has begun drafting General Counsel's Briefs.

Subsequent to the depositions. Grant Lally and the Lally campaign requested I l

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

requested conciliation in MUR 4128. As noted, this Office is nearly ready to send the Briefs in
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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 dela) ending the Briefs in MUR

4128. Given that both of these matters involve some of the same respondents, it would be best to

resolve them together. Moreover, the violations in MUR 4128 are far more serious and the

issues are more complex. Thus. it would be inappropriate to delay Mt 1R 41128 until the outcome

of conciliation in MUR 4362. Instead, this Office will include the issues in MUR 4362 and

MUR 4128 in combined General Counsel's Briefs. Accordingly, this Office recommends that

the Commission deny the request to enter into preprobable cause conciliation in MUR 4362.

I. RECOMMENDATIONS

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

2. Approve the appropriate letter.

Lawrence M. Noble
General Counsel

~6I12BY:__
DateLois G. Lrer

Associate General Counsel

Attachnent

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 ) MUR 4128
Cozzens, as treasurer; )

Grant M. Lally; ) MUR 4362
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 MURs 4128 and 4362:

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

2. Approve the appropriate letter, as
recommended in the General Counsel's Report
dated May 9, 1997.

Comissioners Aikens, Elliott, McDonald, MGarry. mid

Thmas voted affizatively for the decision.

Attest:

Date ". Rom
Secretary of the Coaisseau

Reaoived in the Secretariat: Mon., May 12, 1997 11:27 a.a.
Circulated to the Commission: Mon., May 12, 1997 4100 p.m.
Deadline for vote: Thurs., May 15, 1997 400 p.m.
bjr... .......
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June 23, 1997

John Ciampoli, Esquire
1461 Franklin Ave.
(1arden City. New York 11530

RE MUR 4362 & MUR 4128

l)ear Mr. Ciampoli

This is to confirm in writing that the Commission has determined not to enter into
preprobable cause council wkith respect to MUR 4362. As I have also previously informed your
secretan., this Office will shortly provide you with the General Counsel's Briefs addressing the
issues in both MUR 4128 and 4362. If you have any questions. 1 can be reached at (202) 219-
3400

Sincerely.

avier K. McDoh'ell
Attorney

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

(Ce-lkhrmihng tht, (tw ) it)om. ') I 0h Anrsf),)) i, t

I(STERDA TO.)AN ANI TOW R(M
(DC.ATED TO KuPING TH) PUSiC INwwAVO



LALLY AND LALLY

ATlrOR E'S AT LAW

TNE %A " StILDING

220 )L F ( 'TR 0 %C)I1

MINEOLA NF% YORk 15O

(5IG) 741-9009

July 15, 1997

CERTIFIED MAIL - RETURN RECEIPT

Genera 1 Counsel
Federal Election Commission
999 "E" Street, NW
Washington, D.C. 20463

Re: UR #4128 and MUM #4362

Dear Sir:

Pursuant to Part III, 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,

GRANT N. IALLY

GML: las

3

FACSIMILE NU' lF

(516) 74 -3 1



FE:

FEDERAL ELECTION COMMISSION

Washington, DC 20463 SENSITIVE

July 22, 1997

MEMORANDUM

TO: The Commission

FROM. LawTence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

SUBJECT: Shorter Voting Deadline for General Counsel's Report in MUR 4128 & MUR 4362

Pursuant to the Circulated Vote Provisions of Directive 52, the Office of the General
Counsel is circulating 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

Xavier McDornnellS ta ff Ass 1 gned:
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Lally for Congress )
and Bruce Cozzens. as treasurer ) MUR 4128
Grant M. Lall ) MUR 4362
Lawrence M. Lal' )
te Lailt

GENERAL COUNSEL'S REPORT

i. BACKGROUND

Mt R 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

S 300.000 in contributions in connection with the candidate's 1994 Congressional campaign. The

Commission found reason to believe that the candidate and the Lally campaign violated Section

441 a ) by accepting excessive contributions and that Lawrence and Ute Lally violated Section

441 a 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. Thereater, counsel for the y wu

notified in writing of the Commission's decision not to enter into preprobabe cause conciliation

in MUR 4362, and that his clients would be receiving Geneal Counsel's Briefs addr esin the

issues in both MUR 4128 and MUR 4362.

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

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

mailed. In the Briefs, which will be distributed to the Commission shortly, this Office l



that the violations by the candidate, the Lally campaign and Lawrence and Ute Lally in MUR

4128 were knowing and willful.

On July 15. 1997, the candidate submitted another request for preprobable cause

conciliation, this time with respect to MUR 4128 as well as MUR 4362. See Attachment 1. This

request was made by the candidate only. and so it does not pertain to the Lally campaign, or

L.a*Tence or (!re Lally. In addition, although the candidate is represented by two separate

counsel in this matter, neither appears to have been included in the distribution of this request.

As noted, the General Counsel's Briefs in this matter, which address all of the allegations against

all of these respondents. are now complete and ready to be mailed. These Briefs will afford the

respondents the opportunity to respond to the knowing and willful recommendations in MUR

4128. In light of the above, this Office recommends that the Commission deny the candidate's

request for preprobable cause conciliation in MUR 4128 and MUR 4362. This Office shall

notify the candidate of the Commission's decision in the cover letter that will accompany the

Briefs.

1!. RECOMMENDATION

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

2. Approve the appropriate letter.

Lawrence M. Noble
General Counsel

Dale BY Lois G.

Associate General Counsel

Staff Assigned: Xavier K. McDonnell



BEFORE THE FEDERAL ELECTION COMISSION

In the Matter of

Lally for Congress and Bruce
Cozzens, as treasurer;

Grant N. Lally;
Lawrence M. Lally;
Ute Lally.

NURs 4128 and
4362

CERTIFICATION

I, Marjorie W. Emono, Secretary of the Federal Election

Comission, 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:

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

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

Commissioners Aikens, Elliott, McDonald, and Thomas voted

affirmatively for the decision; Comissioner NeGarry did not

cast a vote.

Attest:

of the Comiewios

Received in the Secretariat: Tues., July 22, 1997
Circulated to the Commission: Tues., July 22, 1997
Deadline for vote: Wed., July 23, 1997

bjr

1:39 p.m.
4t00 p.m.
4:00 p.m.

IA~

Date
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FEDERAL ELECTION COMMISSION
WASHINCION U( 20463 JUL21 I .

John Ciampoli, Esquire July 24, 1997
1461 Franklin Ave. SENSITIVE
Garden City, New York 115 30

RE: MUR 4362 & MUR 4128
Grant M. Lally
Lally for Congress and
Bruce Cozxens, as treasurer
Lawrence M. Lally
Ute Wolff 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 eason 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. §§ 441 a(f) and 434(b) and that Lawrence M.
Lally and Ute Wolff Lally violated 2 U.S.C. § 441a(aX I )(A).

Based on the complaint in MUR 4362, filed on May 14, 1996, and information supplied
by your clients, the Commission found reason to believe 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, 1 997, 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
recommd that the Commission find probable cause to believe that Grant M. Lally knowingly
and willfully violated 2 U.S.C. § 44 1a(f), that Lally for Congress and its treaswer, knowingly
and willfully violated 2 U.S.C. § 441a(f) and 434 and that Lawrence M. Lally and Ute Wolff
Laty knowinl and willtlly violated 2 U.S.C. § 441 a(aX l XA). This Office is aio prepued to
recommend that the Commission find probable cause to believe that the violations in MUR 4362
occured.

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) ststing
yow position sa the ismes and replying to the General Counsel's Briefs. (Three copies of mch
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



MURs4128 & 4362
John Ciampoli. Esquire
Page 2

before proceeding to a vote of whether there is 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 time, you may obtain the transcripts from Ron Tolken at (516) 587-7819.

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

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

Sincerely,

Lawrence- M l
General Counsel

Enclosure
Briefs

cc: Lawrence M. Lally, Esquire
Lally and Lally, Esquires
220 Old Country Road
Mineola, New York 11501
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Grant M. Lally )
Lally for Congress ) MUR 4128
Bruce Cozzens, as treasurer ) MUR 4362

)

GENERAL COUNSEL'S BRIEF

1. 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 authorized 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 during 1994 were

derived from other sources. On May 16, 1996, the Commission found reason to believe that Grant

Lally violated 2 U7.S.C § 441a(f). and that the Lally campaign violated 2 U.S.C. §§ 441a(f) and

434(b).

MUR 4362 was generated 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 Commision

found reason to believe that the Lally campaign and its treasurer violated 2 U.S.C. I 434(a) and (b) in

connection with MUR 4362.

After completing its investigations in these matters, the Office of the General Counsel is

prepared to recommend that the Commission find probable cause to believe that the candkide

knowingly and willfully violated 2 U.S.C. § 441a(f) with respect to MUR 4128 and that he violated

2 U.S.C. § 432(e) with respect to MUR 4362. In addition, the General Counsel will ec namend that

the Commission find probable cause to believe that the Lally campaign and its tranw j



and willfully violated 2 U.S.C. §§ 441a(f) and 434 with respect to MIJR 4128 and that it violated

2 1 J S.C § 434 in connection with MUR 4362.

II. MURA429

A. OVERVIEW

During 1994, Grant Lally reported making loans totaling $319,991 to the Lally campaign. The

loans were used in connection with the primary election on September 13, 1994, and the general

election on November 8, 1994. In response to inquiries from the Reports Analysis Division ("RAD")

about the source of the loans, in 1994 and again in 1995, Lawrence Lally, 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, to

RAD. dated September 14, 1994 and February 8, 1995.1 However, the investigation has shown that

most of the $319,991 loaned to the l.ally campaign did not come from the candidate's "'personal

funds " Those funds %%ere actual]% dcried 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 Lally and Lally, Esquires ("law firm").

On May 16, 1996, the Commission issued Subpoenas for documents and Orders for Writie

Answers to the candidate and the Lally campaign. Despite numerous attempts to obain a Nlc

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

July 16, 1996, the Commission authorized the Office of the General Counsel to institute a civil suit in

RAD's letter to Lawrence Lally, dated August 30, 1994, informed the Latly campain that it "is

important to note that 'personal funds' is strictly defined" and directed the campaign to I 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, e
after receiving and responding to RAD's letter of August 30, 1994, the candidate wmud to klm the
Laty campaign money from sources other than personal funds witlwA auq% it n VAL



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.

The candidate's deposition took place on January 29, 1997, and in two further submissions in

March and April 1997. the candidate offered additional explanations for the source of funds that he

received from the law firm and produced documents that he previously averred did not exist. This

Brief 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

The Federal Election Campaign Act of 197 1, as amended ("FECA" or the "Act") limits the

amount that persons may contribute to any candidate or his or her authorized political committee

2 U.S.C. § 44 1a(aX1XA). Candidates and political committees are prohibited from knowingly

accepting contributions 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." I I C.F.R. # 110.10(a).

The Commission's regulations define "personal funds" as: (1) "any asset which, under the qpplicable

state law at the time he or she became a candidate, the candidate had legal right of acces to or control

over, and with respect to which the candidate had either: (i) 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 fwm

trusts established before candidacy; income from trusts established after candidacy of which the

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



candidacy; proceeds from lotteries and similar legal games of chance. II C.F. R. § 110.l0(bX I) and

(2). The term "contribution" 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 U.S.C.

§ 43 l(8)(A)(i). 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 committee of such candidate. 2 U.S.C. § 432(e)(2). The treasurer

of a political committee is required to file disclosure reports, and such reports must disclose the

identification of each person who makes a loan to that committee. 2 U.S.C. § 434(aXI) and

434(b)(3)(E).

The FECA includes the term "partnership" within the definition of a "person."

2 V'S.C. § 43 1(11 ). The Commission's regulations provide that a contribution by a partnership shall

be attributed to the partnership and to each partner. 1I C.F.R. § 110. l(e). Such attribution shall

either he in direct prpornion to each partner's share of 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 to them.

C. S116,000 RECEIVED FROM LAWRNCE AND l1rE LALLY

L Fads

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 ismsed to

Grant a $25,000 check on May 3, 1994, a S4S,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 perml
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account on October 24, 1994. All of the funds were subsequently loaned by Grant Lally to the Lally

campaign. The 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"i or "property").2 Grant Lally claims that the $I 16,000 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 $1 16,000

at issue do not indicate the purpose of these payments. In support of the claim that Grant Lally sold

his 2/3 interest in Bantam Place to Lawrence Lally in 1994, the candidate produced a deed. The deed

is dated May 24, 1994, and is signed by Grant Lally The deed is 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 in Bantam Place until October 26, 1995, when the property was sold to Winsome

Brown and Boyd Farquarson, husband and wife.

2 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 113 interest, the sellers' estranged brother James Pavlo,

resided on the property and refused to sell. Grant Lally Depo at 41-42. After 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 4243. However, thr out 1993-94, Mr. Pavlo refused to

sell Bantam Place, which had been his parents' home and his life long residence. On April IS, 1995.
Mr. Pavlo finally sold his 1/3 interest to the candidate's father, Lawrevc Lally.



ii. Anali

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 claim 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 notarized; there is 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.

Grant Lally testified that the "deed was executed--it appears to have been executed on May 24,
1994 the date I executed it; on or about that date." Grant Lally Depo. at page 48. In response to
questions about the deed, Lawrence Lally testified as follows:

Q: When was this deed given to you?
A: Probably on that date, May 24. It could have been given to me

on that date. I don't have any independent recollection as to
when I specifically got it.

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

A: I don't recall. 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. I don't know ifit was given to me, I don't know ifit 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. I don't recall,
Mr. McDonnell, when I got the deed.

L. Ially Depo. at 35-36.
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Unlike every other conveyance of any interests in Bantam Place from 1987 to present, there is

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.4 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 it is received by the taxpayer. See 26 United States Code

§ 451 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 S 16,000.' In addition, although by the time Gamt Tally

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, Title 11, §§ 46-1.0.

5 The candidate claims that the gain was not reported until 1995 because he received aother

$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 Bamtm Pl. The
candidate acknowledged that he assisted in trying to sell the property. Ora Lally atm 66.

gto the ettlement attorey for that sale, 6% is the fee most mile i
tjdt Teo afee Was e ico" d noMof@6---A



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 loaned 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 to pay capital gains tax with his 1994 tax return and his failure to report

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 1994.6

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 $1 16,000 had been for Bantam Place, then Lawrence Lally would have paid

over three times the amount that Grant had paid just thirteen months earlier. 7 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 of 1993 when Grant Lally purchased Bantam Place, the property

Place. Moreover, even if the $2,000 was actually part of the sales price, 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 bec the
gain was "spead over two years, it was income averaging" and thus he did not need to pay tas on the
gain until 1995. Grant Lally Depo. at pages 8445. However, the accotmntm who pepard his 1994 and
1995 tax returns has averred that he was not informed that the Respondent received may inlom from the
sale of real property during 1994 and that Grant Lally first informed him abou the sale of Bmn Place
when he was preparing the 1995 tax return in October of 1996. The tax prepar indicated tht 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 yew before
the transactions at issue.

6 We further note that the candidate's 1996 EIGA statement does not digclos his reeipt of
inome in 1995 for the sale of Bantam Place (the 1996 EIGA statement required disclomwe oefa emned
ad uneared income for 1995 as well as 1996). Thus, the candidate did nt repatt his of may

income related to the sale of Bantam Place on his EIGA statements covering the time fime from 1994-
1996.

7 Even the first two of Lawrence Lally' payments in May of 1994 totaled $73,000, whih was
ahlmoet twice as much as Grant paid for his 2/3 interest n Banmm Plmis ti yw befim
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was encumbered, see supra footnote 2. Thus, the marketability and value of Bantam Place remained

diminished. See e g. Santisi v- Parente, 633 N.Y.S. 2d 194, 220 A.D. 2d 737 (1995) (Appraisal was

deemed meaningless because it failed to consider that property was no longer encumbered).I In

addition, Grant Lally testified that no improvements were made on the property from the time he

purchased it in 1993 until the alleged sale to his father in 1994. Grant l.ally 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 it was related to a bona 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 in

the form of a $48,000 check, dated May 21, 1994, that was derived from a line of credit taken by the

candidate's parents just in time for the candidate to make a $100,000 loan to his campaign. The

collateral which secured that line of credit was the primary' residence of the candidate's parents. A

letter from the lending institution indicates that it vwas a home improvement loan.9 A S56,000 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 tha

lending institution, the $56,000 was a business line of credit taken by Lawrence Lally d/bWa Laly and

Lally, Esquires, not for ,Lse in Grant Lally's campaign. In addition, the S43,000 derived from the

I 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
inteest for $169,000.

9 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 bak to obin fuiJ
information, but it never responded. L. Lally Depo. at page 45. Lawrence Laly ageed to pwvide a

wpy of his letter to the bank requestn the infomaion, but he never did.
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business loan was transferred to Grant Lally in two payments, one of which was within a $14.598.91

transfer provided to the campaign just in time to cover a committee overdraft of that precise

amount.

In summary, rather than a purchase of real property for investment purposes, the facts at hand

indicate that these payments totaling $1 16,000 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

various critical points during the campaign. Such funds constituted an excessive contribution that

was accepted by the candidate and the Lally campaign and misreported by the Lally campaign and its

treasurer, in violation of 2 U.S.C. §§ 441a(f) and 434.

D. S18.000 PAYMENT RECEIVED FROM LAWRENCE AND UTE LALLY

i. Facts

By check dated May 4. 1994. Ute Wolff Lally provided the candidate with $18,000 which was

used in connection with a S 100.000 loan 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 insurce

o 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 acount and
then to the Lally campaign's account.

11 The proceeds from the bona fide 1995 sale of Bantamn Place were deposited in Lawrence Lally's
"Real Property Account." Lawrence and Grant Lally testified that they did not recall Gran Lally
receiving any portion of the proceeds. Grant Lally Depo. at pages 78-79- LAwrence Lally Depo. at pages
53-4. 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 "advaice" or a loen" pov to the
cadidate until the property was marketable. Whether the $116,000, or mny por6mn was an
"advao" a "loan" or a "gift" it was still a "conribua o," amd thms nioID d e U iCAs ---W
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purposes." In his submission of June 28, 1996, Grant Lally averred that the $18,000 at issue was paid

by Ute [ally for the purchase of the Corvette. Although Mrs. Lally is the only signatory on the

account from which the $1 8,000 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 to issue the S 18,000 check "because she

had money in her account." Id. at 61.

'here was no writen contract setting out the terms of the alleged 1994 sale of the Corvette.

There were also no documents evidencing any change in 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 [ally's $18.000 check, which contains no information regarding the purpose of that

check).

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

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

to Dr. Adornato, when he inquired about the vehicle he was informed by Lawne Lay that it

belonged to his son Grant Lally. Dr. Adornato 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

issued 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 Wcount

of Lally and Lally, Esquires.



ii. Anulysi

The candidate's claim that the $ 18,000 was for the sale of the 1966 Corvette is without support.

Although a document produced by the respondents indicates that the candidate paid SI 12,000 for the

Corvette in 1990, title to the car was in Lawrence Lally's name and it was registered to him alone

from 1990-95. Thus, it is questionable whether the candidate even had a bona fide ownership interest

in the Corvette during 1994, the year when he claims he sold it to his parents for $ 18,000.

More importantly, assuming that the candidate had an interest in the Corvette, there is no

independent documentary 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. 'Ahen the car was sold in 1995, the purchaser was informed by Lawrence Lally

that Grant Lail), was the owner, and that the latter would discuss the price. Moreover, the purchaser

issued 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 Corvett, or an '"advancec" 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 "6contribution" 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. §§ 44I1aQ) am 434.

During 1994, Grant Lally received 21 payments from Lally and Lally, Esq. ("'the law firm").

These funds were provided to the candidate in a stream of checks and transfers totaling $179,391. Of

that amount, $102,891 is claimed to have been the candidate's 1994 law firm income. In response to

seveal requests for an explanation for the purposes of the payments which equal the differenc

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 dc ensthae he hos Msivosa
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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. Eact

During 1994 Grant and Lawrence Lally were the only attorneys 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 to the Lally campaign were derived 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 $34,500.2

Grant L.ally's law firm income was not paid in regular amounts or intervals. Thus, there was no

rCular 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 S 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 mwt of

12 The respondents claim that the law firm's total income for 1993 was $100,097, and in 1995 it

wa $92,564.



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

documcnt 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. Id. 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 issued the checks at issue to Grant and would decide what

portion of the law firm expenses Grant would pay. Lawrence 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. id. at page 106. He further testified that there was no formula for

determining what porti n of the expenses Grant would pay. Id.

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 client had "retained Grant M. Lally" or that he was

the "principal attorney" that the client "dealt with."

b. Analysis

The weight of the evidence at hand indicates that the $1 02,891 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 La %Tence Lally to assist the candidate in his 1994 Congressional

campaign. We begin by noting that Grant Lally's 1994 income of S 102,891 was approximately 74%

greater than his 1993 incorne, and 198% greater than his 1995 income.'3 The candidate's 1994 law

firm income is so disproportionate to what he made in the prior and subsequent years that it alone

raises questions.

Second. in the weeks leading up to the primary and general elections there was a dramatic

increase in the frequency and amounts of the law firm payments claimed to have been for law firm

income. Specifically, in the sixty day period 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. 14 During the same period, the

number of payments increased substantially as the intervals between such payments deeased:

$7,000 on August 26, $6,000 on September 6, $6,000 on September 9, $10,000 on September 14,

$1 0,000 on September 15, $12,890 on October 12, $1 0,000 on October 14, and $1 ,598.91 on

13 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 xeary '
salary, the 1994 law firm's net income was S176,264. As the candidate received almost S102,391, his
nt salary was approximately 71% of the firm's.

14 In addition to the $63,488 discussed above, during that same time frame the law fim acc ut
was used to make two additional payments to the candidate, totaling $43,000, that are alleged to have
been pat of the purchase price for Bantam Place.



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 received.

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 $1 2,890 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 cerlified check in the amount of $12,890 to Multi-Media, one of its

campaign's consultants. As noted supra at page 10, on October 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 derived from law fin income. On

September 13, 1994, a Lally campaign check in the amount of $1,027.05, which had been issued to

Forrest Communications on September 8, was returned for insufficient funds. Two law fim cbecks

in the amount of $10,000 each were directly deposited in the Lally carign's account on September

14 and 15, 1994. Thus, the $11,027.05 check cleared when re-deposited on September 16, 1994.

Fourth, the responses claim that Grant Lally handled all estate cases, which were the source of

the vast majority of the law firm's 1994 income. Yet there is public information which casts doubt

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

is While S 13,000 of that amount is claimed to be from the sale of Bantam Place, see supra Pae 5
die remaining $1598.91 is claimed to be for legai services provided by Gru 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 attomey of record for that case. In addition,

Lawrence Lally himself testified that he met with the client, , a number of times,

because "elderly people have more confidence in 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

is who generates the client, 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. (in Re and In Re

Moreover, 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 1994.16 Neither the candidate nor Lawrence Lally, tfe

who issued the law firm payments at issue, were able to offer an explanation for the basis for meb

payments. Even when presented with copies of the law firm checks at issue at their depositions, the

candidate and Lawrence Lally would not state how those fees were determined or even what cases

16 The signed statements from the law firm's clients may be offered as proof of the law firm's

receipt of specific funds and that Grant Lally was involved in those particular cases. However, lime
statemens do not in any way establish what portion of the law firm fees Grant Lally was enUW to
emeive dring 1994 for services he may have redere

46, ! ' .
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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. 1"

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 LawTence Lally. If, as is claimed, the law firm is a bona fide partnership, then the payments

would constitute a contribution from it as well. See I I C.F.R. § 110. l(e). '1 In any event, Lawrence

L.ally and the law firm were prohibited from contributing in excess of $1,000 to each election in

which Grant Lally was a candidate, or $2,000 in total. Id Through these numerous payments to the

candidate, Lawrence Lally and the law firm made contributions far in excess of that amount, which

Grant Lally and the Lally, campaign accepted and misreported, in violation of 2 U.S.C. §§ 441a(f) and

434.

17 In refusing to provide documentation, the candidate cited the attorney-client privilee and am
opinion from his county ethics board. However, law firm invoices containing the amout of fee, the
identity of clients and a general description of services arm not protected by he attorney-client privilee.
See Vingelli v. United States, 992 F. 2d 449 (1st Cir. 1993); Colton v. United Satves, 306 F.2d 633, 637-
38 (2d Cir. 1992), cert. denied, 371 U.S. 951 (1963). In addition, prior to making this claim the
candidate had already revealed the identity of his clients 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.

Is 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 partnewrhip rPemua, In
addition, they have stated that no federal partnership tax returns are filed. Thus the law fi dcm not
appa to be a pertnership for federal tu purpom,



2. Additional Law Firm Payments

a. Qveflk)!

Regarding the discrepancy between the candidate's reported 1994 law firm income of S 102.891

and the $179,891 he actually received during 1994, as discussed zupm 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 1997.19 It was not until a leter dated March 12, 1997. that the candidate

finally offered his explanation; claiming that $10,000 of the difference was for Larence 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

uelow. the candidate's 1997 explanation directly conflicts vith statements he made under oath in

1996. 0

b. Fact

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 Commission's interrogatories of May 16, 1996, regarding his interest

19 This Office first raised the issue about the disparity 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 5 and 24, 1997.

No 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 S 1,000 that nmkes up the
diffeence.



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 interrogatories 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 Museum Source. In

his response dated June 28, 1996, Grant Lally swore that "no" shares of his stock in Museum Source

were sold during 1993-1994. Although the candidate produced the corporate bylaws, articles of

incorporation and minutes from the initial 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 issue 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

Lawrence 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."

A-4



Although the Commission's Subpoena, dated May 16, 1996, requested all documents related to

mortgages or debts owed to Grant Lally, the initial 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 limited and did not explain the

basis of the transactions, this Office made a follow-up request by letter dated July 23, 1996, seeking

"documents related to the sale or mortgaging of personal or real property ... i.e., payment(s) received

from Lawrence or Ute Lally" and "any other document related to such mortgages." The letter of

July 23 sought from the debtors, La%&Tence and Ute Lally, checks issued by them "to Grant Lally or

others (Schurms) for such debt throughout the applicable time frame." In response, the candidate

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

him by the Schurms. 21 In response to the Commission's follow-up requests for documentation, the

candidate's sworn response stated that there were "no 'documents.' The transaction was between

family members." Regarding the request made to Law,,rence and Ute Lally for documents related to

payments for such debt or mortgages, Lawrence Lally, who is acting as the candidate's co-counsel in

this matter, stated: "checks to Grant Lally-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 April 2, 1997 response to a request for documentation in support of his

21 The candidate liquidated most of his 1/3 interest in that debt to finamnce his 1994 campgn.

Specifically, just prior to the 1994 general election, he received $87,357 from his -- andp ret a
"partial satisfaction" of his interest in his parents' debt. A total of $81,500 of that amount wa kwed to
his campaign. Although the candidate has not provided any documentation setting forth the term
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.e., they are notind #ad ded
Thos documents were executed in 1992 and 1993, prior to when Grant Lally began nnin for
Conrs. Thus, this Office concludes that the $81,500 appearto mavem d pssum .



claim about the $23,000, the respondents produced a copy of a "Payoff Letter," dated December 7,

1994, signed by himself. The "Payoff Letter" acknowledges the candidate's receipt of the $23,000 as

partial payment for the debt owed by his parents.

b. Analys

The candidate initially averred that no shares of stock in 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

testimony 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. is not dated, is 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.

There is also no evidence that the issuance of the stock was entered on the corporation's books, which

is also required by the Articles of Incorporation.22

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

conflicts with prior sworn submissions. Although the candidate has prduced a documen claiva to

be a "Payoff 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 respo se to

2 The corporate documents reveal that Grant Lally purchased his 120 shares for $60 in 1990. As
the candidate claims that the $1 0,000 was for the 1994 sale of the 160 shares, it would appear do he
would have had a capital gain from the alleged 1994 sale. However, Grant Lally's 1994 tax ruws does
not eo any capital pins 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. l~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 at issue were for the debt. The "Payoff Letter" was signed only by the candidate

himself, was not notarized and not signed in the presence of any witness.23

Finally, given that despite explicit requests in May and July 1996, the Stock Certificate and the

"Payoff 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 at issue was for the alleged $1 0,000 sale of the stock or for the alleged debt

payment totaling $23,000 Instead, the candidate indicates that the $10,000 "[cjheck was issued in

Fall of i 994--specific date not recorded," and with respect to the alleged debt payoff 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 in a post hoc attempt to support the candidate's assertions about

the disparity 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, costitwed

"contributions" to Grant Lally's 1994 Congressional campaign. As we concluded above with respect

23 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 AecosmL"
Here, without explanation, it is claimed that the candidate was directly provided with an a dat 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 candidme were
not issued from the "Real Property" account. Rather, the $23,000 was derived from the law Am
account. In addition, there is no evidence that the other owners of the interes, Kut md Mu
Schma, co sented to or were even informed that this 5273,000 was provd i to



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. § 441a(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

Teresa White was reported to have been the Lally campaign's manager in the Spring of 1994

Ms. White asserts that during 1994 she performed services for the campaign. Ms. White indicates

that she received payment for her services and that such payments were issued from the account of

Lally and I-ally, Esquires. The Lally campaign's 1994 disclosure reports did not disclose any

payments to Ms. White.

In response to the Commission's in ,estigation, 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

April 16. 1994 and S 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 f'um account was made on behalf of the Lally

campaign and was thus a contribution to the candidate and his campaign. The payments appew 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

S1,000 towards each election in which the candidate was involved, or $2,000 in total. The paynmnts



to Ms. White, totaling $3,600, were in 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 VIOLATIONS

The Act explicitly provides that the Commission may find that violations are knowing and

willful. 2 U.S.C. § 437g. The knowing and willful standard requires knowledge that one is violating

the law. Federal Election Commission v John A Dramesi for Congress Committee, 640 F. Supp.

985 (1). N J. 1986). A knowing and willful violation may be established by "proof that the defendant

acted deliberately and with knowledge that the representation was false." United States v Hopkins,

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

conveyed information they knew to be false to the Federal Election Commission." Id. at 214-215. "It

has long been recognized that 'efforts at concealment [may] be reasonably explainable only in terms

of motivation to evade' lawful obligations." Id at 214, citing Ingram v United States. 360 U.S. 672.

679(1959).

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 manmer in which such paymens

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 time frame, were transferred to the Lally campaign

account, i.e., payments totaling $25,000 and $48,000 claimed to be for Bantam Place and S18,000

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 similarly passed throqgh the candidate's accout



to the Lally campaign, i.e., $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 limitations applied here. The

respondents' awareness of the Act's limitations is evident from the elaborate scheme they devised in

an attempt to legitimize these payments, e g., the claim that payments from Lawrence Lally

eventually totaling $116,000, received in various unexplained amounts during 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

Commission explicitly informed the Lally campaign in writing that "personal funds" are "strictly

defined" and directed it to the definition of personal funds at I 1 C.F.R. § 110. 10. Yet even after

receiving and responding to the Commission'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 to the candidate and his campaign.

Finally, the knowing and willful nature of these violations is evident by the history of document

production in this case. At the outset of the investigation, the respondents strenuously resisted

compliance with the Commission's Subpoenas and Orders of May 16, 1996, which were aimed at

determining the sources of the loans in question. After numerous unsuccessful attempts to obtain

compliance, on July 16, 1996, the Commission authorized this Office to file a civil suit in the United

States District Court. In October of 1996, after this Office was assured by the respondents that the%

had produced all responsive documents, the Commission determined not to file suit. After

depositions under oath conducted in January of 1997 failed to explain certain previously discussed

discrepancies, the respondents submitted wTitten responses that directly contradicted their earlier

sworn wiitten 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. i.e., Museum

Source stock certificate for $10,000, debt "Pay off' letter for $23,000. Id The evidence also

suggests that the deed that is claimed to have been related to the 1994 sale of Bantam Place was

created in response to the Commission's inquiries. id. at pages 6-7. In addition, the candidakt's

testimony regarding his failure to pay capital gains tax for Bantam Place in the yer the $116000 was

received was directly contradicted by the accountant who prepared his taxes. Id. at page 7, fn. 5. In

short, in an effort to hide the true source of the money which funded Grant I.Ally's 1994 House

campaign, the respondents first resisted compliance 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 alter
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the fact. Thus, the knowing and willful nature of these violations can be inferred from the

respondents' efforts to impede if 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.

III. MUR.4362

A. Applicable Law

The FECA requires each candidate for Federal office (other than the nominee for the office of

Vice President) to designate in writing his or her authorized campaign committee. 2 U.S.C.

§ 432(e)(1 ). Such designation shall be made no later than 15 days after becoming a "candidate." Id

,See also 11 C.F.R. § 101.1. The Act defines a candidate as an individual who seeks nomination for

election, or election, to Federal office, and an individual is deemed to be a candidate if. inter alia.

such individual has received contributions aggregating in excess of S5,000 or has made expenditures

aggregating in excess of $5,000. 2 U.S.C. § 431(2XA).

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. I I C.F.R. I 1O.1(b)(2Xii). A

candidate and his or her political committee may accept contribuions made after the dam of the

election if such contributions 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. I 1 C.F.RIL § 110. 1(bX)(3Xiii). A contribution is considered redesignated if it rms the

requirements set forth in 1 C.F.R. § 110.1 (bXSXii), i.e., it is signed by the contributor, is obtdned

within sixty days of a contribution's receipt. If a contribution is redesignated by a contributor, the

F'
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treasurer must report the redcsignation in a memo entry on Schedule A of the report covering the

period in which the rcdesignation is received. 11 C.F.R. § 104.8(dX2).

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.C. § 434(bX8). 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. I I ( F R § 104.11 (b).

B. Factual and Legal Analysis

i. Facs

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 $1 1.470 during 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

[Cicommittee and maintaining the operations of the Committee 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. Howeve, the campign'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 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.

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 treaurer

wrote that [aifter reviewing our records, we found that this debt never existed, and was miakenly



reported." The Lally campaign also reported making three payments totaling $4,578 to Thomas

Ballau for "'consulting fees" during 1995.

ii. A

The information at hand indicates that Grant Laily 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 $19,681 in contributions during 1995. Although the Committee now claims

that a large portion of those contributions were used to pay 1994 debt, there is no evidence that

written designations were obtained for those contributions. Such written designations were required

for contributions to be accepted for 1994 debt. See I I C.F.R. § 110 l(bX3Xii) and (iii). Moreover,

all contributions received after the 1994 election cycle that were not designated in 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 primary. See 11 C.F R § 1 10.1(b)(2Xii). Thus, by mid-

1 995 the l.ally campaign had accepted contributions in excess of S5.000 for the 1996 election cycle.

As Grant Lally did not file his Statement of Candidacy until June 3, 1996, it appears that he violated

Section 432(eX 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 S5,000.

The information at hand also indicated that the Lally campaign filed inaccurate disclosume

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



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 during 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 is

probable cause to believe that (;rant M. Lally violated 2 U.S.C. § 432(e) by failing to timely file his

statement of candidacy and that Lally for Congress and Bruce Cozzens, as treasurer. , iolatcd

2 U.S.C. § 434.

IV. RECOMMENDATIONS

1. Find probable cause to believe that Grant M. Lally knowingly and willfully violated
2 U.S.C. § 441a(f) with respect to NIUR 4128.

2. Find probable cause to believe that Lallv for Congress and Bruce Cozzens, as treasurer,
knovingly and willfully violated 2 U.SC. § 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.

wrence ole
General Counsel



PATTON BOGGS. L.L.P.
2550 M STREET. N W

WASHINGTON. D C 20037-1350

(2021 457-6000 "

Facgm,,. tRO* aOL (, 63 WRITER S 0101CCY DIAL

(202) 457-6405

August 9, 1997

VIA FACSIMILE AND HAND-DELIVERY

Xavier K. McDonnell. Esquire
Office of the General Counsel
Federal Election Commission
999 E Street. N.W.
Washington. D.C. 20463

Re: .IURs 4128 and 4362

Dear Mr. McDonnell-

Enclosed please find executed forms designating me counsel of record to the Lally for
Congress Committee and its treasurer (a Form I replacing Bruce Cozzens as treasurer has
previously been filed with the Commission). Grant M. Lally, Lawrence M. Lally and Ute Wolff
Lally in the above-captioned matters.

By this leter, we hereby request on resondents' 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 reondents' request for preprobable cause conliaon ad the fact that the GenaW Counel
is recommending that some of the violations be found knowing and willful.

This extension is necessary for a combination of reasons. I have only recently been
retained in this maner. The General Counsel's recommendations demonstrate the severity with
which your office regards the matter. The record in the case is unusually voluminous, the
respondents have not yet been able to obtain transcrips of the depositions taken in this matter,
and the issues appear to be unusually complex and fact-driven. I 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 familiar with this matter to file the necessary respowes. The
2?4J3I$
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PATTON BOGGS. L.L.P.

Xavier K. McDonnell. Eq
August 9, 1997
Page 2

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

While we believe the posture of this case demonstrates that is not the ordinary case before
the Commission. if the Office of General Counsel decides it cannot grant the requested
extension. we ask that you submit it to the Commission.

/Vhank you for your attention.

Attachments

27)3)S
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FEDERAL ELECTION COMMISSION . ."

August 12. 1997 SE SITiVE

MEMORANDUrN

TO The Commission

FROM Lawrence M Noble
General Counsel

BY Lois G Lerner
Associate Geners dounsel

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

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



Il Ml HAI 111(1 IION CONMMION

fAugust 12, 1997

MEMORANDUM

TO The Commission

From Lawrence M Noble
General Counsel

BY Lois G Lerner ;
Associate General Counsel

SUBJECT MURs 4128 and 4362
Request for Extension of Time

On July 24, 1997. this Office sent General Counsel's Briefs to Lilly for Congress and its
treasurer, Grant M Lally, 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 prior to the due date On July 29,
1997, counsel to whom the Briefs were sent, who had represented these respondents for over a
year including throughout their depositions, called this Office acknowledging receipt of the Briefs
The respondents' bnefs were thus due on August 13, 1997 During that phone call, counsel also
indicated that he would be requesting an extension and this Office reminded him that such a
request must be made in writing

On August 11, 1997, just two days before the due date, this Office received the attached
letter indicating that the respondents had designated new counse to represmt them in the
matters Attachment 1 This new counsel requests an additional 45 days, or uMi e 29,
1997, to submit a response In seeking this request, counsel asserts tt be ho o1dy wy been
retained in these matters, the rcord is umamaflly vol.n.niums, an inability to obtim din-u i-m
transcripts, that he will be out of town for two weeks and that he has a heavy and. Id.

This Office recommends that the Commission deny the respondeats' request for an
additional 45 days, or a total of two months, to submit their reply briefs. Instnd tis Office
recommends that the Commission grant the respodents 30 days in addition to the 15 days they
already have had, to submit their response brieft. First, after having had been rnpremeited by ior
counsel for well over a year and throughout their S respooMats, have chom to obtain
new counel and to inform this Office of that hange just two days bebfo te dm date. Second,
when respondents' new counsel chose to rqe them in this mat he wa A* awe of the
posture of this case and of the timeline for responding to the Briefs. Third, corumy to
respondents' representations, according to the court reporter, the deposition t were sent



MURs 4128 and 4362
Memorandum to the Commision
Page 2
to the respondents via Federal Express on August 5, 1997, before this extension request was even
made Finally, granting a 30 day extension will permit this Office to more expeditiously resolve
this 1994 election cycle case.

In light of the above, this Office recommends that the Commission 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 submut their reply briefs in
MURs 4128 and 4362

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

3 Approve the appropriate letter

Staff Assigned Xavier K McDonnell

Attacnments



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.

CERTIFICATION

I, MarJorie W. mmons, Secretary of the Federal Election

Comission, do hereby certify that on August 13, 1997, the

Comiission decided by a vote of 5-0 to take the following

actions in NURs 4128 and 4362:

1. Deny the respondents' request for an
additional 45 days to submit their reply
briefs in MURs 4128 and 4362.

2. Grant the respondents 30 additional days or
until September 12, 1997 to submit their
reply briefs in NURs 4128 and 4362.

3. Approve the appropriate letter, as
recommended in the General Counsel's
Memorandum dated August 12, 1997.

Coimnssioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

Date W.
S~ce;yo the Commision

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.

bir



FEDERAL ELECTION COMMIS)N

VIA FAX AND FIRST CLA-S MAIL August 13, 1997

Benjamin L. Ginsberg, Esquire
Patton Boggs, LLP
2550 M Street, NW
Washington, DC 20037-1350

RE: MURs 4128 and 4362
(rant M Lally
Lallv for Congress
Law'rence M. Lally
Ute Wolf Lally

Dear Mr Ginsberg:

This 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 considering the circumstances presented in your letter, on August 13
1997. the Commission denied that request. However, the Commission granted your clients an
additional 30 days, or until September 12, 1997, to submit their response. Accordingly, your
response is due by the close of business on September 12. 1997.

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

Sincerely,

Xavier K. McDonnell
Attorney



(FEDERAL ELECTION COMMISSION

VIA FAX AND FIRST CLASS MAIL August 27, 1997

Benjamin L. Ginsberg, Esquire
Patton Boggs, LLP
2550 M Street, NW
Washington. DC 20037-1350

RE: 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
in these matters, and a letter received by you on August 21, 1997, indicates that Lally for
Congress amended its Statement of Organization to change its 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 bill make probable cause
recommendations against Ms. Fasano, as treasurer.

As indicated in our correspondence of August 13, 1997, your 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,

>MjftO M.4
Xavier K. McDonnell
Attorney

General Counsel's Brief



PATTON BOGGS. L.L.P.
2550 M STREET. N.W.

WASHINGTON, D C 20037-1350
2021 457-6000

racgtwcg Maol' 4,7 G1

I II
ORIGINAL

September 12, 1997

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

Re: MUR 4128, MUR 4362

Dear Mr. McDonnell:

We are filing herewith Respondents' Brief in Opposition to Office of General Counsel's

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

questions. do not hesitate to call me at (202) 457-6405.

BLG/jmt

Enclosure



BEF'( RFf lE FEDERAL F;iETION COMMISSION

In the Matter of'

Grant M.l.al, ) M UR 4 128
Lallv for (ongress. l)a\,n I-asano. \M1'R 4362

as treasurer
l.awrence l.all\
I'te W.olff l.all\

RESPONDENTS' BRIEF IN OPPOSITION To OFFICE OF GENERAL COUNSEL'S
RECOM.MENi)ATION TO FIND PROBABLE CAUSE' -

L INTRODUCTION

Despite the factual record before it. the Office of (Jeneral Counsel has recommended

findings of kno sng and xlltul \iolations of the [ederal Election ('ampaign Act ("the Act")

against (irant I l.all\, his campaign committee. his tather and his mother, Lally. a candidate in

19)4 and 1990 in Ne\,% York's 5th congressional district.' is partners vith his semi-retired father

in a two-person la\% firm. It is a famil\ business, and the Lallys have enjoyed success over the

\ears

As a challenger to a well-entrenched incumbent in 1994. Grant LaIlly act to bring as

much of his personal resources into the campaign as he could. To accomplish that. he used his

earnings from the lam firm as well as investments he had made over the years. Many of his

assets were tied to the familN law firm and man\ of his investments were made with members of

The General Counsel has filed two separate briefs relating to these Matters. As the briefs are duplicaive.
Respondents are submiting one response The two briefs submitted by the General Counsel will be
hereinafter referred to as "First General Counsel's Br " (concerning. inter aha. Grant Lally) and "Second
General Counsel's Br - (concerning. inter al(i. Lawrence Lall%)

Mr. lall) has no intention of again running for elected office.

278096
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his family. As a result, liquidating them involved, by necessity, other members of his familN

[he (jeneral Counsel's brief sees this as an illegal scheme to fund a campaign. Rather. a

dispassionate review of the facts demonstrates that each and ever dollar questioned bY the

('eneral Counsel was legitimately an asset of(irant Laily's. for which he had received fair market

\alue

Bqecause in several instances the purchaser Nvas his father, the (eneral Counsel's brief

insinuates something improper about the transaction. The Commission's Regulations. hoec~r.

do n disquallf, tamil\ transactions. Instead. the test is whether the candidate had legal title or

an equitable title to the asset and whether the candidate received fair market value for the real or

personal propert. when it was sold. See II C.F.R. § 110.10

[he legalit, and propriet% of the transactions at issue is established by- a fair reading of

the record This is the Respondents' first detailed lxint-b. -point discussion of the charges. It

shows that while record-keeping of a famii\'s investments and two-person law firm may not have

been those of a major publicly -traded corporation -- the standard the General Counsel's brief

apparently sees -- all the transactions questioned here are permissible under the Act and the

Commission's Regulations.

As this response, and a, objective review by the Commission. will show, there ae, at

most. minor violations of the Act, and certainly nothing that warrants a knowing and willful

violation. Respondents also urge the Commission to bear in mind that Mr. Lally has always

relied on volunteers. He had never before sought public office, and his campaign was small and

under-staffed, and not experienced in congressional campaigns. Accordingly, Regpndents

respectfully request that the Commission find no probable cause and vote to dismiss this matt.

-2-2710%



IL THE ALLEGATIONS

The allegations center around whether the sources of S3 19.991 the candidate loaned to his

campaign were permissible under the Act. This Brief demonstrates that the sources for all the

loans were assets to which the candidate had a legal right of access to o}r control over and to

%%,hich he had either a legal and rightful title or an equitable interest J he msurces for these loans

tall into three categories -- (I purchases of $116.000 %%orth of real proprt, from (rant Lally b

his parents. [.awrence and t'te Wolff Lally. (2) $18.000 inol.ing the sale of a car from the

candidate to the candidate's parents. and 3) S102.891 received by the candidate as his

compensation from his two-person la\% firm.

Despite evidence to the contrar\. the General Counsel's Bnef states that. rather than (rant

.all\'s personal funds, the funds were from I.all\'s parents. bank loans obtained b, his parents.

and "an unexplained stream of checks and transfers" from the two-person law firm. The truth, as

demonstrated herein, is that Grant Lall\ possessed assets for which he received market value.-

In some instances, the purchaser was his father and1 or mother and. in some instances, his parents

did borrow funds to do so. But there is no prohibition on parents or family members being the

purchasers and there is no prohibition barring purchasers of assets from borrowing fhnds for such

transactions. Violations would occur only if the candiJ-te did not own or have an equitable

interest in the asset sold, or if 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 is 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 Brief also makes much of disputes over responses to the Commission's Subpoenas anid
Orders. There are two sides to this dispute - Mr. Lally maintains that overzealous requests and unradistic

273w -3-
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1IL LEGAL ANALYSIS

Section 110 1O(a) of the ('ommission's Regulations staes that candidates for federal

office may make unlimited expenditures from "personal funds" to aid their candidacies. Personal

funds are defined in 11 C.F.R. § 110.lO(b)as:

(I) Any assets which, under applicable state law, at the time he or she became acandidate, the candidate had legal right of access to or control over, and with respect
to which the candidate had either:

(I) Legal and rightful title. or

ii) An equitable interest.

12) Salar, and other earned income from bona fide employment.

For purposes of this section. the Commission has recognized that personal funds include-

( !an% assets which. under applicable state law. the candidate had either legal and rightful title to

or an equitable interest in at the time he or she became a candidate. (2) salary and other earned

income from bona fide employment; (3) dividends and proceeds from the sale of a candidate's

stocks or other in.estments. (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 is the beneficiary; (7) gifts of a personal nature which had been customarily received

prior to candidacy or (8) proceeds from lotteries and similar legal ganes of diaac. First

General Counsel's Report at 3; see also, e.g., MUR 4208, Matters Referred from the Final Audit

Report on Bennett for Senate at 5 (describing the scope of section I 10.10).

The Commission's previous examinations of federal candidates who receive Ipents

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

expectations led to the problems While this dispute is irrelevant as to wheter violatim o(f. Act owcund.Respondents ask the Commission to bear in mind that this is a family operation dw uipums to met kepingthe very formalistic records demaded by the Gewal Counm s office a t w on e var ggm.
2-o4 ,



Lally and Lally. Esquires. among others, to Grant laily T The payments to Grant l.allN are based

on the manner in which he has always received payments from the firm during his 10 years of

practice.

The funds challenged by the Commission in this matter fall under this definition.

Mr. lally had legal and rightful title, or an equitable interest, in those assets he sold to produce

tunds. which in turn he loaned to his campaign. The other funds are his compensation from the

two-person law firm he was in with his father. While the purchaser of some of the assets ma-,

have been other members of his family, that is not relevant under this Regulation. The test is

whether Mr. Lall\ had the title or an equitable interest under New York la\. As shownm belovp.

he did.

1he Commission's E'xplanation and Justification accompanying a 1983 change to the

Regulation stipulates that the term "equitable interest" applies to "an ownership or pecuniar,

interest that is not one of legal title" and that an equitable interest must be "linked with 'legal

right of access to or control over."' 48 Fed. Reg. 19020 (1983). This definition and explanation

fits Mr Lally's situation since section I10. 10 plainly states that "personal funds" are any assets

which the candidate has control over and an equitable interest in. That is true for all the funds

involved here.

In Advisor, Opinion ("AO") 1978-6. I Fed Elec. Camp Fin Guide (CCH) 5300 (1978), the Commission
states that "compensation paid [to an individual by his parnershipJ is not a contribution within themeaning of the Act insofar as it is paid according to the same compensation scheme followed... (by thatindividual and the parnership] prior to the onset of [his] candidacy." In AO 1979-58, I Fed. Elec. Camp.Fin. Guide (CCH) 5465 (1979), the Commission found that there was no in-kind contribution from thepu'mership where a senior partner of a law firm donated his time to a campailp and spent less hours on frmwork without any reduction in his income from the firm Furthermore, the Commission placed no emphas son the billable hours or other services provided by a partner in determining his compensation. The
Commission merely focused on the candidate as an owner of the firm.

27"6 -5-
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The General Counsel's Brief makes much of the fact that Mr. [.ally obtained these funds

from his parents, at what the Bnief terms "key times" in the campaign. However. in other MURs.

the Commission has not worried about the timing of a loan repayment as long as the asset was

legitimately the candidate's. Specifically, in MUR 4314. the Commission found no reason to

believ-e that a candidate had violated the Act when funds he loaned to hi, state campaigns were

repaid in the midst of his federal election campaign. According to the ('eneral ('ounsel's report.

there was no ,iolation since the loan itself was legitimate -- in other %ords. the candidate did

own the asset Since he did own the asset, it could be repaid and placed in his federal account.

As the General Counsel's Report in MUR 4314 states: "The repayment appears accelerated or

made specifically for the candidate to use these funds for his federal campaign. Although this

ma% give the appearance of 'ATongful conduct, this appears not to be a violation of the federal

election laws" In other words, the issue is whether the asset is legitimately the candidate's.

DISCUSSION

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

The General Counsel takes issue with $11 6.000 received by Candidate Grant Laily for his

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

The General Counsel incorrectly states that the $116,000 %as "received from Lawrence and Ute Lally." FirstGeneral Counsel's Br. at 4; Second General Counsel's Br. at 4. Nowhere does the General Counsel offer anyproof that Ute Lally provided to Candidate Grant Lally the S116,000 Instead, the General Counsel merelyalleges that "[plar of the money came in the form of a S48,000 check . that was derived from a line ofcredit taken by the candidate's parents secured . [byI the primary residence of the candidate's parnts."First General Counsel's Br. at 9; Second General Counsel's Br. at 9. Since Ute Wolff IAIly is a siting judein New York (and thus ethically prohibited from participating in partisan politics), her husband handled all ofthe finances and she was unaware of the land purchase. Ex. I (Ute Lally Depo. at 16-11). In short, Ute WolffLally "was not actively involved in the campaign " Ex 2 (Lawrence Lally Depo. at 61). Regrettably, this isbut the first of several examples of overreaching, misstatement and omission apparently thrown in to justify
the allegamns of a knowing and willful violaion of the Act.

27509, -6-
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his personal funds as defined by II C.F.R. § I10 10(b). and thus could not he loaned to the

campaign. Despite the uncontroverted facts 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 obtain funds from whatever source% were available to the

candidate's parents to meet the candidate's needs and goals at various t.rttcal points during the

campaign." First General Counsel's Br at 10; Second General ('ounscl,, fir at 10. Ignoring the

facts cited helot. the Gjeneral Counsel's Brief patches together questionahle inferences and mere

speculation to assert that "Itihe facts at hand belie the claim that the SI 16.000 which the

candidate received from his father and used in connection with his 1994 campaign vas for the

sale of his 23 interest in Bantam Place." First General Counsel's Br at 6. Second General

Counsel's Br. at 5 Specifically. the General Counsel relies on: (I) an alleged lack of

"independent" supporting documentation. (2) the allegation that candidate did not pa, federal

income tax on the sale: (3) an unfounded assertion that the purchase price for the real property

was somehow questionable, and (4) statements questioning the "source of the money used" and

the "timing of the payments" First General Counsel's Br. at 7-10; Second General Counsel's Br.

at 7-10. As discussed more fully below, these unsupported suspicions cannot overcome the fact

that the funds in question wen personal funds of Candidate Grant Lally which he Iawfully

loaned the campaign.

Indeed the following facts, ignored or glossed over as inconvenient in the General

Counsel's brief, establish that the money at issue was Grant Lally's personal funds:

Grant Lally puchascd a 2/3 interest in the property in 1993. and paid real property taxes

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

23094 - 7-
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Grant Lally commenced a partition action to acquire the remaining 1/3 interest. Ex 2

(Lawrence Lally Depo. at 34-35).

The property had been appraised at S200.000. l-x. 2 (Lawrence Lally Depo. at 25).

In May of 1994. Grant Lally orally agreed to sell his 2/3 interest to his father, Lawrence

Lally. for $118.000. Ex. 2 (Lawrence Lally Depo. at 24. 30-31. 36j

In MaN of 1994. (irant Lally executed a deed for the property to LawTence Lall. Ex. 2

0LawTence Lally Depo. at 27-28. 29) [ix 4 (May 24 1994 [eed)

In May of 1994. Lawrence Lall paid to Grant LalI , 73.000. nearly 2.3 of the total

purchase price. Ex. 2 (Lawrence Lally Depo. at 23). Ex 5 (May 3 & 21. 1994 Checks).

Less than six months later. Lawrence Lally paid to Grant Lally nearly all of the remaining

balance. Lx 6 (Response by Grant Lally to Questions Submitted).

Grant Lally did not officially become a candidate for Congress until obtaining the number

of signatures required by Ne%, York la%, in June of 1994. which was subsequent to the sale

of the property. Ex. 3 (Grant Lally Depo. at 22).

The total purchase price. $118.000. was significantly less than 213 of the appraised value of

the property. Ex. 2 (Lawrence Lally Depo. at 25).

Grant Lally reported and paid tax on the capital j -%in which resulted from his ale. Ex. 3

(Grant Lally Depo. at 80). First General Counsel's Br. at 7: Second General Counsel's Br.

at7.

Lawrence Lally acquired the remaining (and still encumbered) 1/3 interest in 1995 for

$25,000 (Grant Lally had acquired his encumbered 2/3 interest for $40,000). Ex. 2

(Lawrence Lally Depo. at 39).

1-8-
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* Thus. Lawrence Lally expended a total of $141,000 to acquire all interests in the propert)

Ex. 2 (Lawrence LaIll De)p at 25. 39).

" The property was sold in 1995 for S 169.000. Lx 2 (l.awTence Lally I)epo. at 25).

" The $26.000 profit %,as kept b% L.awrence l.all, Ex. 2 (LaATrence l.ally Depo. at 54-55).

Thus. the funds at issue were (irant L.all%'s personal funds As demonstrated herein, the theorv of

the General Counsel's Brief cannot overcome this factual record.

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

To establish a "concerted" conspiracy. the (eneral Counsel's brief cites a few tangential

facts. none of which actuall\ raise an\ question releant to the validity of the sale of the

property For example. because it is uncontroverted that (irant Lall\ orall% agreed to sell the

property to Lawrence Lall,. the (general Counsel's observation concerning the absence of a

written contract is of no consequence .,';' Lix 2 (ILawrence Lally Depo. at 24. 30-31. 36). Nor is

the statement that "the checks and check registers for the payments 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 tangential are the General Counsel's mention of the lack of notarization of the

deed, the lack of an indication that it was signed in the presence of a witness, and that the deed

went unrecorded. Instead. what is material (and undisputed) is that a deed exists, signed by

Candidate Grant Lally.- which establishes that the sale occurred in May 1994. Ex. 4 (May 24.

S Perhaps to overcome this shortcoming. the General Counsel's brief misch-acternzs the testimony of both
Grant and Lawrence Lall% See' First General Counsel's Br at 6 and Second General Counsel's Br*f at 6("Indeed Lawrence Lail) %*ould not even sate with an% degree of certainty that he wm provided vh sh

278M -9-



1994 [)eed). Lawrence Lally paid to (rant Lally nearly two-thirds of the purchase price in Ma%

of 1994. and due to the unavallabilit) of the remaining funds to Lawrence Lally. most of the

remainder of the purchase price was paid less than six months later Ex. 2 (ltawTence Lall%

[)epo. at 30). Fx 6 (Response by Grant Ially to Questions Submitted)

As fbr the "public records" Upon which the General Counsel's brief has hea%,il% relied

(and which the (ieneral Counsel claims "directly contradict" the ('andidatc's "contention"). none

raise a dispute as to the existence of the agreement and sale of' the propert. For example.

specious on its face is the (jeneral Counsel's brief's assertion that "[uJnlike ever other

convevance of an% interest in Bantam Place from 1987 to present, there is no evidence on file

with the local authorities substantiating that such a coneyance occurred" First General

Counsel's Br at 7. Second General Counsel's Br at 6 At the threshold, the tempxral nature of

the allegation e . "from 1987 to the present") badl% misses the mark. since (rant Lall% did not

have an interest in the propert. "from 1987 to the present." having purchased his interest in

1993.' Ex. 2 (Lawrence Lally Depo. at 24-25). Indeed. both Grant and Lawrence Lally offered

nrtually identical accounts as to why the Ma% 1994 deed was not recorded, and as to the

deed in May of 1994..... "). Contrary to the General Counsers misleading hyperbole. Lawrence Lally merelyconceded that he "couldn't recall when (he] got the deed," Ex 2 (Lawrence Lally Depo. at 36), akboughhe did state that he "probablh" received the deed on Ma% 24. 1994. the date of the deed. Ex 2 (LawrenceLalh Depo at 28) Undisputed (and muddied in a footnote b, the General Counsel) is the Candidate'suncontradicted testimon) that the "deed was executed -- it appears to have been executed on May 24, 1994
h dMae I c"MUid U 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
la,. a signed written instrument constitutes sufficient probative evidence to estabtish a transfer of thepropert against any claim by either part) See N.Y General Obligations Law § 5-701.
Equally unpersuasive and overreaching is the assertion that "no state and city taxes were paid on the alleged1994 transfer, as required under Ne% York law " First General Counsel's Br at 7, Second General Counsers
Br at 6 Regardless of the accuracy of this statement, such a failure, if an%. hardly establishes a violation of
federal election law. let alone a knowing and willful violatin.

27W96 -10-



circumstances surrounding the October 20. IQQS subsequent sale of the property I'e Ix 2

(Lawrence Lally Depo at 34-35). Lx. 3 ((irant [allv )epo. at 54-55. 57-58) (both explaining that

Grant Lally's name was included on the deed in an abundance of caution by the purchasers to

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

General Counsel's assertion conceming a lack of documentation is without ment

2. The General ('ounsel's assertion concerning a failure to pay income
tax is both misleading and incorrect: the sale of real property does not
yield "income," and Candidate (;rant LaIlbv paid capital gains tax.

A fundamental lack of understanding apparently lies behind the General Counsel's briefs

statements that "the candidate did not paN any federal income tax related to the sale.

F Iirst ('eneral ('Counsel's Br at 7. Second ('eneral Counsel's Br

at 7. and that the Candidate "failed to disclose the receipt ot any income from the sale of Bantam

Place" on his 1994 Ethics in Government Act statement However. it is axiomatic that the

profitable sale of real estate yields a capital gain. n=t earned income. See generally 26 U.S.C.

§ 1221 et seq Thus. the fact that Candidate (irant lally failed to pay tax on or report income is

of no import since he obtained no "income" from the sale.

The General Counsel concedes, as he must. that "[tlhe candidate paid tax on the capital

gin for Bantam Place . " First General Counsel's Br at 7 Second General Counsel's Br at 7.

see also Grant Lally Depo at 80 Ihe (ieneral ( ounsel takes issue ,ith the timing of the

is In a linguistical sleight of hand. the (eneral ( ounel states "IPluhlc documents as well as a 1"95 title search
indicafe that Grant Lall, retained ha 2 1 interet in Bantam Place until October 26. 1Q95. at which time it was
sold to third part) purchasers in an arms length transaction " First (Peneral Counsel's Br at 7. Second General
couers Br at 6-7 By using the elusive passive -,oice u e. "it was sold"), the General Counsel has created
the erroneous inference that Q= LILJ sold the propiervs in I Q' In fa .t it is undisputed that the proceed%
from the 1995 sale were depo ited into thc .Li.ouni ()t LIdk r_.W L.dL F rsi (Seneral Counsel's Br at 10 n II.
Second General Counsel's |ir at 10 n I I ( 'I h pro,.eeds from the hona fide 19.' sale of Bantam Place wcrc
depoited in La%%rence Lall's 'Real Proprn\ \ccount "
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payment. stating that such tax was not paid until the following year's tax return, and that "tilhe

candidate has tailed to offer a credible explanation for the reason why he did not pay capital

gains tax with his 1994 return .... ." First General Counsel's Br. at 7; Second General Counsel's

Br. at 7. The General Counsel then obfuscates the proffered explanation in a multi-paragraphed

footnote See First (eneral Counsel's Br. at 7-8 n 5. Second General Counsel's Br at 7-8 n.5

(ontrar, to the (Jeneral Counsel's assertions. Candidate (irant Lally rerx)ted and paid tax on the

gain the following year due to his reliance on what he reasonably believed to be the advice of his

accountant. 

Whether the Candidate was correct or not for federal income tax purposes is of no

consequence under federal election la%. The (eneral Counsel's argument does not change the

fact that (rant Lally orally agreed to sell his interest in the propert to La%%Tence LallN. that the

sale took place. that LawTence Lally tendered checks for that purchase. and that the money thus

became the ('andidate's personal funds.

3. 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 brief concedes that the "other factors" relied upon

merely "question the validity" of the sale; such factors do not establish or otherwise prove a

violation of the Act, let alone establish a knowing and willful violation. See First General

Counsel's Br. at 8; Second General Counsel's Br. at 8. For example. the General Counsel's

Briefs cryptically asserts that the purchase was not a "good deal" (as described by Lawrence

U Because he received the final payment of $2.000 from Lawrence Lally in 1995. he did not pay until that year,
Ex. 3 (Grant Lally Depo. at 84),
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Lally), in that the SI 18.000 purchase price was allegedly too high. as "l.awrence l.ally would

have paid over three times the amount that Grant had paid just thirteen months earlier." First

General Counsel's Br. at 8. Second General Counsel's Br. at 8.

Notwithstanding this specious verbiage. Candidate Grant Lall,, acquired a two-thirds

interest in the property in 1993 for $40.000. Ex. 3 ((rant Lally fepo. at 42) His father

subsequentl% acquired the remaining one-third interest in 1995 for $2S.000. Ex 2 (Lawrence

Lally L)epo. at 32) Prior to the sale at issue, the Candidate paid real property taxes and expenses

( receipts from which %%ere produced to the General Counsel). and commenced an action in

partition to compel a sale b% the one-third owner. Mr Pavlo. Ex. 2 (l.awrence Lall% Depo. at

34-35j. The propert% (unencumbered) had been appraised at $200.000. Ex. 2 (IawTence Lall

Depo. at 25 T lhe Candidate then sold his two-thirds interest in the propernt to his father for an

amount just less than tw4o-thirds of the appraisals. $ 118.000 ( a figure arrived at b% reducing the

recent sale prices of comparable property by one-third). Ex. 3 (Grant Lal%, Depo. at 45).

Thus. Lawrence Lall% expended a total of $143.000 to acquire a property worth

approximatel, $200.000. Ex. 2 (Lawrence Lall,. Depo. at 25. 39). He then sold the property to 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. I 1 Second General

Counsel's Br. at 10 n. I . Hence, none of the "factors" relied upon by Counsel are probative.al

The General Counsel again infers by way of the elusive passive voice that Grant Lally sold the property notduring May 1994, but instead in October 1995. See First General Counsel's Br. at 5 and Second GeneralCounsers Br. at 5. ("the property was sold ... ") Such an inference is inaccurate. Although Gran Llly'sname was included in the final documentation of sale. both he and Lawrence Lally explained that GrantLally's name was included as a precautionary measure to ensure a clean title, and to relinquish all rights thahe may have had. See Ex 3 (Grant Lally Depo. at 34-35)- Ex. 2 (Lawrence Lally Depo. at 34-35)
L The General Counsel also cites Santisi v. Parente, 633 N.Y.S. 2d 194, 220 A.D.2d 737 (1995). a cue which
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4. Contrary to the General Counsel's assertion, the source of the mone)
and the timing of the payments support the Candidate's position.

At the threshold, the General Counsel's Brief concedes that the sources of the money and

the timing of the payments merely "cast doubt" on the Candidate's claim, which is a far cry from

establishing a knowing and willful violation. However. far from even casting "doubt" on the

Candidate's claim, the facts cited by the General Counsel's hrief are either tangential.

meaningless, or support Grant Lall,. The ieneral Counsel's Brief takes issue with the following.

I) a $48.000 check dated Ma, 21. 1994. derived from a line of' credit taken b% Lawrence and

'te L.ally. secured by their primary residence; - and (2) a $56.000 line of credit obtained b,.

Lawrence Lally. which the General Counsel's Brief somehow ties to the $43.000 Grant lall,

loaned his campaign in October of 19 94 .

Notwithstanding the sinister motive attributed by the General Counsel's brief to Lawrence

l,ally's securing of loans to purchase real estate from his son. the money paid to Candidate Grant

Lally was money that was already owed to him (thereby making it personal funds), a point

noticeably absent from Counsel's analysis. Also missing 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 issue at hand, and incorrectly states that the "marketability and value of Bantam Placeremained diminished'" First General Counsel's Br at 9. Second General Counsel's Br at 9 It goes without
saying that a mere encumbrance does not render a property unmarketable

11 This check was made payable to "G [all." and no Lally for Congress or the like. Ex. 5 (May 3 & 21. 1994
Checks).

1 The General Counsel asserts that one of the two payments totaling $43,000 "was within a S14.598.91 avisferprovided to the campaign just in time to cover a committee overdraft of d precise amount." First GeneralCounsel's Br. at 10; Second General Counsel's Br. at 10 Of course, the General Counsel fails to mention tthis was money already owed to Grant Lall), and thus constituted money in which he had either a right of
access or an equitable interes. See I I C.F.R. §I 10.10(b).
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Lawrence Lally (and no= Candidate Grant Lally) acquired the funds Such an exercise misses the

mark. [he General Counsel's brief sees the generic boilerplate in bank forms (i.e.. "home

improvement loan," "business line of credit") as evidence of a conspiracy, ignoring the

uncontradicted testimony of Lawrence Lailv concerning the purpose of the loans. See Ex. 2

(L.awTence Lally Depo. at 32 (explaining that despite the boilerplate. it was "really a regular

secured loan fgivingJ them a mortgage")) and LawTence Lall, Depo at 44); Nee also Ex. 7

(Ma- 19 & October 14. 1994 Loan Documentation). Simpl. put. the ('ommission's regulations

do not prohibit securing loans to acquire real estate.

The General Counsel also inferentially takes issue with the timing of these payments. bY

inclusion of the undefined cliche "just in time." The General Counsel's brief fails, however, to

otfer an% temporal support for this assertion, instead stating that "a line of credit (was] taken b%

the candidate's parents just in time for the candidate to make a $100,000 loan to his campaign."

There is no federal. 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"

reference remains a mystery. Instead. Candidate Grant Lally was merely attempting to liquidate

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 time" to cover an overdraft. See First General Counsel's Br. at 10;

Second General Counsel's Br. at 10. First. the money did not come "just in time" as claimed by

the General Counsel's brief, since the overdraft 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 inference that Respondents make the dubious
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claim that the entire $14,598.91. to the penny,, was given in consideration for the sale of the

property. In realit.N, only $13.000 of that amount was for the property. The remainder was from

the Candidate's personal savings, in the form of law firm income. As di.cussed below, because

the Candidate had either a right of access or an equitable interest in thes funds (as illustrated bv

the fact that he was able to draw precisely the amount of funds needcd), such funds were

personal and. therefore, could be loaned to the campaign.

()nl h focusing on technical and generic .jargon used in loan documents completed not

h,, the Candidate. hut instead b, his father, can the General Counsel's brief claim unlawful

conduct. In so doing. the General Counsel's brief ignores the threshold undisputed fact that the

mone', at issue constituted personal funds of Candidate Grant Lall%.

B. The S18,000 Received From Lawrence and (te Lafll Was For a 1966
Corvette Sold to Them By Candidate Grant Lalh.

The (eneral Counsel takes issue 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 following facts cannot be reasonably disputed:

" In 1990. Candidate Grant Lally paid $12,000 for a 1966 Corvette. Ex. 3 (Gra Lally

D-op. at 88).

" While he owned the Corvette. it 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 repair bills were made out to Grant Lally. Ex. 17 (Repair Bills to

Grant Lally for 1966 Corvette).
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" From 1990 through 1994. the Corvette was Grant Lallv's main vehicle, and he kept it

where he lived. Ex. 3 (Grant Lally's Depo. at 88-89). Ex. 2 (L.awrence Lally Depo. at 61)

" For insurance purposes. all cars owned by members of the LalIl family were registered in

Lawrence l.allv's name. Ex. 2 (Lawrence Lally Depo. at 64). Ex. 8 (Response b

LaIAvence Lally to Demand ot 7 31 96)

" In the winter of 1994. (irant Lall, bought a.jeep. -x 3 ((irant I all% )epo. at 90)

* (Irant Lall, decided to sell the restored 1966 Corvette because he wanted to raise some

money for his own use. Ex. 3 ((irant Lallk Depo. at 89).

" Candidate Grant lall agreed to sell his restored Corvette for $18.000 to his parents Ex 2

(La',rence LaIll Depo. at 58-59)

( On May 4. 1994. at the request of LawTence Lall . I "te Wolff Lally issued a check paable

to (Irant Lally for the purchase of the Corvette Ex.3 Grant Lally Depo at 88). -x 2

(Lawrence l.allV Depo. at 59)

* This Ma, 4. 1994 check was drawn from an account containing funds jointly owned by

Vie and L-awrence Lalli Ex. 2 (Lawrence LalIN Depo. at 59).

" After Grant Lally sold the Corvette. the car was put in his parents gafae. Essentially, he

stopped using the car an4i taking car of it. Ex. 3 (Grant Lally Depo. at 39. 91); Ex. 2

(Lawrence Lally Depo. at 60). Lawrence Lall, occasionally used the car. Ex. 2 (Lawrence

Lally Depo. at 61). A woman who knew Grant Lally as of May of 1994, and who Laily

began to date in the fall of 1994. never saw Grant Lally drive the car. Ex. 9 (Fasano Depo.

at 41, 43).
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" In 1995. Lawrence I.all% decided to sell the car Il% asking price was approximatel%

518,500 - $19.00. Ex. 2 (L.awkTence Lally I)¢rp, at 60).

• Soon thereafter, the ('orvette was sold to Dr Adomato for $1 6.0(.) lx. 2 (L.awTence l.all%

)epx. at 60).

" )uring the discussion surrounding the sale. l.awrence L.all, %kas not able to ans%%er all the

questions asked ab'ut the car [.awTence L.all% informed the purchaser that it had been his

son's car. and had (irant l.all% and the purchaser discuss the technical questions regarding

the car Ex. 2 (I.awtence L.all, Depo at 62-63)

* LawTence lall% handled all of the transactions for the ultimate disposition of the car Ex 3

f(irant l.all, Depo at 94,

..\ hill otf sale dated August 30. 19 5 for the (or'ette lists l.aTence I.all as a part,, to the

transaction, and is signed b LawTence Lall, (irant l.all, is not referenced as a party. nor

did Grant l.all, sign the bill of sale Ex 3 ((irant [.all,, Depo. at 98-919) Ex. 10

(August 30. 1995 Bill of Sale).

" Candidate Grant Lall, did not profit from the 1995 sale 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 ,,isel's brief asserts that "[tlhe candidate's

claim that the $18.000 was for the sale of the 1966 Corvette is without support." First General

Counsel's Br. at 12. Second General Counsel's Br. at 12. Notwithstanding the indisputable facts.

the General Counsel's bnief even goes so far as to question whether Grant Lally owned the car in

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 is documented, he invested time and money into its
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restoration, the car was his primary vehicle, and he kept the car where he lived 5ee Ex 3 ((irant

Lally L)epo. at 88-89, 91). In tact, such repair bills were supplied 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 previously unrecogni/ed standard of proof

described as "independent documentary evidence") amazingly states that there is no such

e'idence supporting the tact that Candidate (irant [.all> sold the car tor $18.000. See First

(eneral Counsel's Br at 12. Second (eneral Counsel's Br. at 12 This "independent

documentar, evidence" is taniential. at best. Vhe General Counsel has not (and cannot) dispute

that there was an agreement for the sale of the car. and such agreement is temporall% connected

to the tendenng of the $18.000 check. See Lx 3 (irant lall, Depo. at 88. Ex 2 (LIa-wence

lall, Depo at 58-59). l'nfortunatel%, instead of letting the record speak for itself, the General

Counsel resorts to asserting that "evidence" exists which "contradicts" the Candidate's claim, and

then misrepresents that "evidence." See First General Counsel's Br. at 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. at 12;

Second General Counsel's Br. at 12. Grant Lally wa the owner of the Corvette (past tense), until

he sold the car to his parents in 1994 .th This sort of distortion is regrettable., .pecially when it

becomes the basis for seeking a finding of knowing and willful violations.

As for the checks at issue, the mistake of the purchaser (not making the checks payable to

Lawrence Lally) cannot be imputed to the Lallys.t - The essential fact is that the funds paid for

The initial showing of the car was conducted by Lawrence Lally. and only when technical information was
necesary did the candidate's father suggest that the purchaser speak with the Candidate Ex 2 (Lawrence
Lally Depo at 62-63. 94)

1.2. In fact, also indcave of the purchaser's misake "idlor lack of clarity as to who owned the car is tew fac dug
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the car in 1995 all went to Lawrence Lally. and Grant Lally did not profit from that sale See Ex

3 (6rant Lally Depo. at 96); lx. 2 (Lawrence Lally, Depo. at 66). Thus, the record shows that the

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

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

I he General Counsel's brief makes much of a series of' payments made to Candidate

(irant Lall. from his la% firm. Lall and Laill. [-squires. Ihese payments were owed to the

Candidate for legal services alread,, rendered and then paid fbr b% clients of the firm. The

(eneral Counsel's brief. hovkever. takes issue, and asserts that the funds were not bona fide

income. relying primaril, on the lack of record-keeping b% the tvo-person law firm.

Sl.cificall%. the General Counsel's brief disputes $74.491 loaned to the campaign b%

Candidate Grant Lally. asserting that it %as not bona fide income derived from his tyro-person

lak firm. but instead was a contribu:.on from LawTence Lail%. among others. See First General

Counsel's Br. at 13. 18. Second General Counsel's Br. at 13-14. 19. Nonetheless. the General

Counsel's bnef also concedes at the threshold that at least a portion of 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 also Second General Counsel's Br at 15-16. 19 The General

Counsel's brief also inferentially concedes that the evidence is not conclusive, and instead can

merely state that "[tjhe weight of the evidence at hand indicates" that the funds 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 Lmij." Ex. I I (August 30. 1995 Check to Grant Lilley).
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In fact. although not stated succinctly (for obvious reason), the General Counsel 's brief'

cauno say with any degree of certainty how much or how little, if any. of the $74.491 loaned to

the campaign was not income. Instead, the General Counsel's brief takes issue not only with the

$74.491 actually loaned to the campaign. but also with the Candidate's tltal income for 1994 of

$102.891. Not only is such a focus misleading. it treads into the area of ho%% a law firm

(cspecially a two-person law firm) distributes its income, an area that would appear to be outside

the scope of the Act. The (eneral Counsel's brief offers five "facts" in support of its

owerreaching conspiracy theor- (I) the alleged "disproportionate" nature of Grant l.ally's 1994

income: (2) the alleged "dramatic" increase in the number and amount of payments; (3) the

timing of these payments. (4) "public information" concerning the operations of the law firm.

and (5) the alleged failure to produce documents.

To reach its conclusions, the General Counsel's brief overlooks a series of facts from the

record which all demonstrate that the mone, in question was personal funds. earned for legal

services already rendered by Candidate Grant Lall%,. It is undisputed that:

* Lall, and Lally. Esquires is a two-person firm. consisting of Lawrence Lally and his son

Grant Lally. Ex. 2 (Lawrence Lally Depo. at 93-94).

* L-1wrence Lally handles all finances for the law firm. Ex. 2 (Lawrence Lally Depo. at

106-07).

* The funds received by the firm for services rendered are not earmarked, or otherwise

documented. Instead. the funds 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.
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" The process by which L.awrence and (irant l.allN diN ide the funds is ad hoc, and not subject

to 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 approximately $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. in the

amount of $46,730, for services rendered. First General Counsel's Br. at 16-17; Second

General Counsel's Br. at 17 Ex. 12 (August 26. 19(94 Invoice to

* Grant Lally's total income from the law firm for 1994 was $102,891. First General

Counsel's Br. at 13; Second General Counsel's Br at 13-14.

* Grant Lallv's law firm income w%,as never paid in regular amounts or intervals. First

General Counsel's Br. at 13. Second General Counsel's Br. at 14.

" Money received from the law firm which constituted bona fide income would be

considered the personal funds of Grant Lally. Accordingly, Lally could dispose of those

fundsashe wished. See 1! C.F.R.§ 1O.l0(b).

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

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

The General Counsel's brief makes much of a comparison between the Candidate's annual

incomes, concluding that "Itihe candidate's law firm income is so disproportionate to what he

made in the prior and subsequent %ears that it alone raises questions." First General Counsel's
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Br. at 15, Second General Counsel's fr at 16 Such an anal,,sis i% both misleading and

incomplete.

As an initial matter, the General Counsel's brief seems incredulous that a la%% firm's

income could fluctuate from year to year As a practical matter, that is a fact of life for vrtually

e-ern, private law firm. SpecificallN. aside from the fact that only a portion of the Candidate's

1994 income w~as loaned to the campaign. the (eneral Counsel's brief compares only the income

from year to year. ignoring other critical factors Although the Candidate's 199Y la% firm

income "as $59.062. and his 1995 la, firm income was S34.500. the General Counsel's

unspoken inference that the Candidate's 1 994 income represented an anomal? is dispelled when

compared to the total income of the firm 1993 -- $100.097 (Candidate received 59 percent of

this amount). 1994 -- $206.000 (Candidate received 499 of this amount). and 1995 -- $92.564

(Candidate receised 37.3 percent of this amount). See First (eneral Counsel's Br at 13 n.12:

Second General Counsel's Br. at 14 n. 12 Thus. the alleged fluctuation in income corresponds to

the difference in the firm's annual income and the firm's good faith determination on who did

what vork for which client who paid duning that particular year.

More importantly, the total firm income for 1994 was $206,000. Of this, Grant Lally

(one of two members/partners in the firm) received '"102,891, 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 Lally'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 is not disputed

by the General Counsel. First General Counsel's Br. at 16-17. Second General Counsel's Br. at

- 23-2750M



0 0

17-18. Similarly. because (irant Lally did not perform his usual ar'a, oif legal serices for part ()f

1994 (as he was running for Congress). his 1995 income suffered accordingly. a fact overlooked

by the General Counsel's brief. Fx 2 (L.awkTence Lallv [)epo at II I Thus. the General

Counsel's "questions" are easil answered when all facts are considered, not just those which

supl)rt a preordained conclusion

2. ('ontrar-s. to the General Counsel's assertions, the payments made to
the Candidate prior to the election w'ere from funds that had been
received for sen-ices rendered.

The (eneral ('ounsei's brief's assertion concerning "a dramatic increase in the frequenc.

and amounts of the law firm pa.,ments" is devoid of context, and omits critical facts First

General Counsel's Br at 15. Second (Jeneral Counsel's Br at 16 [he (eneral Counsel

"specificallN" focuses ()n an arbitrar' ,ixt\-day period beginning on August 26 and ending on

October 24. 1994. %,hen the Candidate recei'ed $64.488 from his law firm. First General

Counsel's Br at 1-5. Second (eneral Counsel's Br, at 16 Ignored b% the General Counsel is the

undisputed fact that the firm had received a check dated August 26. 1994 in the amount of

S46.730 for services provided primarl\ b\ Grant Lally. .ee First General Counsel's Br. at

16-17; Second General Counsel's Br. at 17-18 (taking issue with Grant Lally's involvement in the

case of "which yielded the $46,730. the largest fee received by the law firm in

1994"). Also receiving a superficial gloss b\ the General Counsel is the fact that Grant Lally

performed virtually all the legal work on that maner, as sworn to by the client

Also ignored by the General Counsel's brief is the frequency of other payments received

by Grant Lally. The (eneral Counsel sees as suspect Grant Lally's receipt of one paymen in
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August. four payments in September. and three payments in October l:rst (eneral Counsel's

hr, at 13. Second General Counsel's Hr. 14. However. in February (prior to his campaign's

commencement), the Candidate received three payments, and in March. another three payments.

Fx. 14 (Checks to Grant [~allv from Lallv and [~ally. Esquires. 1994) In June. the ('andidate

recer,.ed nothing. Id In fact. in March alone, the candidate recei',cd a total of $19.400 Id.

[hus. hoth the frequency and amount of payments were consistently intnsistent throughout the

.ear. a point conceded by the (Jeneral Counsel. See First General Counsel's Br at 13 and Second

(General Counsel's Br. at 14 ("Grant Lally's lay. firm income was not paid in regular amounts or

intermals."). Indeed. this is the way private la% firm compensation works. it is not evidence of a

conspiracy to evade the campaign finance laws

In fact. the (eneral Counsel's brief implicitl, concedes that he cannot establish that the

payments received dunng the arbitrar% time penod yere exen loaned to the campaign. First

(eneral C'ounsel Br. at 16 and Second General Counsel's Br at 16 ("It AD9= that all of these

payments.. were used in connection with loans. " (emphasis added). Certainly. a charge

of a knowing and willful s.iolation must be based on more than mere conjecture. See 2 U.S.C.

§ 437g(aX5XC) (requiring probable cause to determine whether there is a knowing and willful

violation). Ultimately, whether or not the Candidate received 52 percent of his total income or

not during an arbitrary time period misses the point: namely. that the money received by Grant

Lally was earned for services already rendered, making it personal funds which could be loaned

to the campaign as he pleased
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3. Contrary to the General Counsel's assertion, the timing and amounts
of the payments do not "suggest" anything improper.

Continuing its speculation, the General Counsel's brief states: "[Tjhe timing and amounts

of some of these law firm payments suggests that they were based upon the specific needs of the

campaign First General ('ounsel's Br. at 16; Second General ('ounsel's Br. at 17 At the

threshold, the (jeneral ('ounsel's brief once again concedes that the evidence supporting its

kno%%ing and willful charge is inconclusive: that is. it merelk "suggests" not e,.en impropriet%.

but instead that the payments "ere based on the specific needs of the campaign. [he

Commission's regulations do not prohibit a candidate from loaning his own personal funds based

on the needs of the campaign .Xee /1 C.F.R § 110 10(a. Thus. the General Counsel's briet's

,hole argument is of no imprt '

F urthermore. the timing and the amount of the payments is of no consequence given the

nature of the la% firm Lally and Lall%. Esquires. It is undisputed that: 0) it is a two-person

firm; (2) that detailed records are not kept in the ordinary course of business: (3) that the funds

are allocated on an ad hoc basis by Lawrence Lall. (4) that due to the ad hoc system. it is

virtually impossibie to trace the genesis of funds with certainty.* and (5) that due to the nature of

the law practice. funds ebb and flow into the finn unpredictably. See generally Ex. 2 (Lawrence

Lally Depo. 98-107). It is unreasonable for the General Counsel to insist on detailed records

where none exist and none are required It is unreasonable for the General Counsel to question

UI Symptomatic are the General Counsels brief's errors in discussing the issue For exampe. it states, without
citation: "Two law firm checks in the amount of S 10.000 each were directly deposited in the Lally campaig's
account on September 14 and 15. 1994." First General Counsel's Br. at 16; Second General Counsers Br. at
17. However. the checks themselves are made payable to "Grant Lally." and not "Lally for Congress" or die
like. Ex. 14 (Checks to Grant Lally from Lally and Lally. Esquires. 1994). Furthermore, the statement ofaccounts for the Lally for Congress account for the month of' September does not reflect such a "direct
deposit" on either day. Instead, it reflects two personal deposits made on September 15. 1994, in the amoa
of'SIO.000 and $10.800 Ex 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 is wrong to charge such

individuals with knowing and willful violations of the federal election laws based on speculation

and inference. ltimatcly. the timing and amount of payment is not supportive of the General

Counsel's position.

4. Contrary to the General Counsel's briefs assertion, "public
information" does not undercut the fact that the money in question
was personal funds of the Candidate.

ling deepl,, into the workings of a private la% firm. the General Counsel's brief takes

issue w~ith (irant Lall%'s involvement in certain cases within the law firm. At the threshold. it is

bcond the scope of its authorit% and knowledge for the General Counsel's Brief to judge ho%.

the day-to-day business of a two-person lavk firm is conducted. Further. the General Counsel

again ackno%%ledges the infirmities of a knowing and willful charge. as the General Counsel's

"public information" merel'k "casts doubt" on "the claim that Grant Lally handled all estate cases.

which were the source of the vast majority of the lavk firm's 1994 income." First General

Counsel's Br. at 16. Second General Counsel's Br at 17. Merely casting doubt is a far cry from

establishing a knowing and willful violation.

The "public information" referenced is nothing more than the New York Surgte's

Court files for a handful of cases. The General Counsel's brief cites one matter in which

Lawrence Lallv was the attorney of record (in a case that was opened in 1987, Ex. 2 (Lawrence

Lally Depo. at 131)). and which Lawrence Lal,. 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 Lawrence Lallv had been paid for his time (in fact. he

%,as). As for the (Jeneral Counsel's assertion concerning "one of the factors that determines the

amount of the fee received is who generates the client." First General Counsel's Br. at 17 and

Second General Counsel's Br. at 18. this ignores the indisputable fact that this client was

generated" not even b Lawrence Lally. but instead by the Candidate's mother, t Ute Wolff Lall,.

while a member of the firm. and prior to her ascension to the bench lx. 2 (LawTence Lall,

l)epo, at I 30). 'ltimatelN. the General Counsel's brief is unable to meet its burden of producing

an% evidence establishing that Grant Lall did not provide ser-ices fir which he .vas paid. or

Vice versa.

The General Counsel's arguments concerning who was counsel of record, and who signed

court filings is specious. One need look no further than the General Counsel's own brief for an

illustration. The investigation was conducted b, Xavier McDonnell. [sq., who is employed by

the Commission's (eneral Counsel's Office. However. the General Counsel's brief is signed by

lawrence M. Noble. the General Counsel. Thus, such practices are common in the practice of

la ,. and not reflective of time spent. Ultimatel%. the General Counsel's argument is meritless

and certainly not sufficient to find a violation of the Act or Regulations.

5. 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 brief states that "no documentation has been produced

setting forth the basis of the payments 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 affidavits from Lally and Lally clients indicating that Candidate Grant Lally
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performed legal services and the amount of fees paid have been submitted to the (leneral Counsel

and ha%,e long been part of the record. Lx. 16 (Lally and Lally. Esquires' Billing Statements.

Invoices. Client Affidavits. Etc.). Once again, the General Counsel is attempting to impute a

sinister motive to an otherwise successful two-man lavw firm simply because it does not keep

books detailed enough for the General Counsel. It is unreasonable to expect a two-person lay,

lim to produce billing records equivalent to a national mega-lavw firm. equipped %,ith in-house

bookkeeping and accounting services. Such records are certainl, not required. and certainl their

absence cannot be used as evidence of a violation, or conspiracy. The signed statements from the

la", firm's clients may be offered as proof of the law firm's receipt of specific funds and that

Grant Lally %,as inolved in those particular cases" First General Counsel's Br at 17 n.16.

Second (General C'ounsel's Br. at 18 n. 16.

The General Counsel's brief unwittingl. confesses the absurdtt of its argument with the

statement "Neither the candidate nor Lawrence L.ally. the latter who issued the la% firm

payments at issue, were able to offer an explanation for the basis for such payments." First

(jeneral Counsel's Br. at 17. Second General Counsel's Br. at 18. Both did offer an explanation:

that the funds were for legal services rendered. which clients had paid for. It is the Cneral

Counsel's brief which is now unable to offer 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. is of no significance. Nor is the briefs dissertation on the attorney-client

privilege. See First General Counsel's Br. at 18 n. 17; Second General Counsel's Br. at 19 n. 17.

Equally preposterous is the General Counsels inference that somehow Lally and Lally, Esquires

is not even a partnership. First General Counsel's Br. at 18 n. 18. Second General Counsel's Br.
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at 19 n. 18. Is the General Counsel's brief'asserting that the law firm of l-ally and Lally. Esquires

was created as part olfa concerted plan, opening its doo~rs and obtaining clients merely to throw

the General Counsel off course? Ultimatelv. the inclusion of such innate minutia in a brief

charging a knowing and willful violation could not be a better example of why the overreaching

charges in the (Jeneral ('ounsel's brief must fail l.'

C. The Additional Law Firm Payments Were For the Purchase of the
Candidate's Interest In a Business and For Debt Repayment.

i. Candidate Grant Lally sold his interest in
Museum Source to Lawrence Lalli in 1994.

The transaction questioned in the (jeneral Counsel's brief centers around the

now-dormant Museum Source. a compan. fbunded b% (irant [.ally which manufactured and sold

original sculptural pieces from 1990 through 1992 The Candidate sold his interest in the

business to l.aTence l.all, in 1994 for S10.000. Although referred to as a sale of stock in the

General Counsel's bnef. the transaction primarily concerned the acquisition of assets of the

company. particularly sculptures. latex molds, plaster and plasterline castings. inventory, as well

as business and customer lists. These assets were delivered and in 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 e% idence in support of his claim that he sold the Museum Source stock in

1994." First General Counsel's Br. at 22. Second General Counsel's Br. at 23. In fact, there is a

stock certificate which indicates that Lawrence Lally is the owner of the company, a fact which

it Because. inter aha. the mone, at issue constituted personal funds, the General Counsers briefs litany of
charges on respective pages 18 and 19 arc also without merit, 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-compliance is understandable

and reasonable, given that the company was dormant, and in essence had ceased doing business.

Thus, the funds at issue qualify as personal funds.

2. The S23,000 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 issue were not tendered as a debt

payment due to what the General Counsel perceives to be inconsistent statements by the

Candidate. See First General Counsel's Br. at 20-24: Second General Counsel's Brief at 21-25.

The General Counsel's concern is misplaced, given that other pertinent undisputed facts support

the Candidate's position. The following facts are undisputed:

" Lawrence and Ute Wolff Lall' owed to the Candidate's grandparents, Kurt and

Margaret Schurm. First General Counsel's Br. at 20; Second Genear Cumel's Br. at 21.

" * aring 1992 and 1993. the Schurms conveyed to the C a 1/3 inavest 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,

issued to him by the Schurms First General Counsel's Br. at 21; Second General Counsel's

Br. at 27.
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" Grant Lally's loaning of some $81.5(X) of that money to the campaign w#.as legal and proper

Uirst (Oeneral Counsel's Br. at 2 1 n.21. Second (ieneral Counsel's Fr at 22 n.21.

* l.awrence and 1.te Lally owed (rant Lally money for this debt. First (eneral Counscl's Br.

at 21 n.21. Second (eneral Counsel's Br. at 22 n. 21

" (irant .al% recei,'ed $23.000 from l.awrence L.all\ in 19Q4 First (General Counsel's Br at

22. Second (reneral Counsel's Br. at 2.1

" (irant l.ali% produced a cop. of a "Pa'off .etter." dated D)ecember 7. lQ4. signed b\

himself'. hich acknowledged the Candidate's receipt of the $23.()0 as partial payment for

the debt owed b\ his parents First (Ieneral Counsel's Br at 22: Second General Counsel's

Br at 23

J-hus. (irant Lall\ received funds to vhich he Aas enti;led from his parents Such funds.

accordingl\. are personal funds. and could be disposed of in an\ manner that Grant Lally saw fit.

.See II C- F R I 10.1()

D. The $3,800 Payment to Theresa White Was For Consulting Services
Performed Prior to Grant Lalt.'s Campaign for Congress.

The General Counsel's brief takes issue with $3.800 paid to Teresa White in the winter

and spring of 1994, asserting t'-st the payment "was made on behalf of the Lally pampp and

was thus a contribution to the candidate and his campaign." First General Counsel's Br. at 24.

This is incorrect. since the payments at issue were made prit Grant Lally deciding to run for

Congress. In fact, the General Counsel's brief concedes as much. stating only that "Ithe

payments war to have been the initial start up costs for the campaign." First Gena

Counsel's Br at 24 (emphasis added) In reality, the funds were tendered when Grant Lally was
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just examining the pibifit of running for one of several possible offices, both federal and

State.

Furthermore. Ms. White was retained as an attorney by Lally and [.ally. Esquires. and
performed legal research. Ex 9 (Fasano Depo. at 17); Ex 2 (LawTence I ally [)cpo. at 140-41)

Although the future position of campaign manager %as discussed ia c% idenced b% her letter

cited in the ('eneral Counsel's bnet'. she %%as neer the campaign manager See Lx. 9 (Fasano

[)epo at 29) In fact. her "scr ices" (she abandoned the candidate een prior to the campaign

getting undera, r were paid for befor the LallN tbr Congress Committee was established and

beorc Grant Lail% declared his candidacy for the I .S Congress. Thus. this expense cannot even
he categorized as test1ng-the- waters. and the (eneral Counsel certainl, cannot establish a

knowing and %%iliful ,iolation

F. Even Assuming Arguendo That Respondents Violated the Act, Such
Violation Was Neither Knowing nor Willful.

rhe facts as presented in the General Counsel's brief hardly establish the existence of an

"elaborate scheme for disguising" unlawful conduct. See First General Counsel's Br. at 25 and

Second First General Counsel's Br. at 25 (citing United States v Hopkins. 916 F.2d 207, 214-15
(5th Cir. 1990)). Instead, what is apparent is a overar "hing desire by the Responden to use the
personal funds of a candidate to fund a campaign within the scope of the Act. Instead of seeing

In fact. Ms White suggested that she would knowingly disregard New York law concerning petitions, n thaitshe consiered using individuals who were not registered Republicans within the district, in directcontravention of the law. Ex. 9 (Fasano Depo at 24-25). Further. after abandoning the canpan, *& mWeuntrue statements that the Candidate was "a mouth piece of David Dnkens in the City Ithe fimw Democratmayor of New York City]," Ex. 2 (Lawrence Lally Depo at 146) Other untrue accusations Me by Ms.White included the claim that the Candidate had a Swiss bank account totaling $100,000. Ex. 2 (LawrenceLally Depo at 147) The later accusation apparent is what prompted the Democratic Cong ioa6 lCampaign Committee to file the complaint which was the genesis of the instant maner.
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what is clearly an effort by Candidate Grant L.allv to liquidate his already existing assets to

utilize his own personal funds, the Cieneral 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

I-or example. the (Jeneral Counsel asserts that "the respondents' efhorts to conceal the true

source of the payments at issue are evi ident h, the manner in which such payments were funneled

through the candidate's account into the .jll% campaign" First (eneral Counsel's Br at 25.

Second (Jeneral ('ounsel's Br at 26 As discussed more fully above, the "true source" of the

funds was fees alread% earned for services rendered by the Candidate in his law practice What is

characterized b% the General Counsel as "Tunneling" is further evidence that the Candidate

desired to ensure the use of personal funds, the genesis of which would be his own account

Such a method %%as emplosed even when the ('andidate wished to utilize his earnings

immediateli

The General Counsel's brief also places some significance on the fact that both the

Candidate and Lawrence Lall, are attomey s. and thus were avare of the contribution limitations.

Of course, merely being an attorney does not ipso facto establish knowledge of federal election

law (if it did. the Commission would have very little to do). Somehow, the Ieneral Comsel's

brief attempts to link the alleged "elaborate scheme" to this supposed knowledge. The attempt is

meritless.

The General Counsel's brief also emphasizes that the campaign was "informed in writing

that 'personal funds' are 'strictly defined' and directed it to the definition of personal funds at

II C.F.R. § 10.10. First General Counsel's Br. at 26; Second General Counsel's Br. at 27.
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Regardless of whether "strictly defined" or not. Candidate Grant ILally complied with that

section. as the money that he loaned the campaign was either his own assets, to which he had a

legal right of access or control over (and either rightful title to or an equitable interest in). or his

earnings and income from the law firm. The Commission's August !99<4 letter to the campaign

mereiv reinforced the method already being employed.

Curiously. the General Counsel in his brief regarding M+R 4128 and 4362 (concerning

(irant M L.all, and Lall\ for Congress). refers to "the respondents' failure to inform lenders of

the true purpose of hank loans used to fund the campaign." First General Counsel's Br at 26.

Second General Counsel's Br at 27. The General Counsel's brief then discusses loans taken b\

La\Wence Lall\ However. nowhere is the assertion that an\ respondent (Grant l.all, or the

campaign) secured loans. In an% e\.ent. as discussed above, these funds were not "used for (rant

[als's candidac,." First (General Counsel's Br at 26 and Second General Counsel's Br. at 27. but

instead %.ere used h\ LawTence Lall.

Finall,. the General Counsel's brief claims that "the knowing and willful nature of these

violations 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. Of course, there is little in the way of admissible

evidence supporting his charge. What the General Counsel's brief fails to mention is that

Respondents did produce documents. Ultimately. the General Counsel was able to acquire the

information sought. and never sought to compel further production.'

These accusations against the Respondents are panhcularly vexing given the Commission's attomey's own
conduct in this matter For example. when asked where the General Counsers office had acquired a
document that was being used as an exhibit in the deposition of Grant Lally. the Commission's atorney
refused to even make so much as an offer of proof as to the authenticity or foUrbdMion for the document. See
Ex. 3 (Grant Lally Dcpo at 99) In fact, during that same exchange. the Commission's anorney all but
conceded that the exhibit as presented to the witness had apparently been re-assembled by Counsel, theeby
creating a misleading exhibit. See Ex. 3 (Grant Lally) Depo. at 100-102). When sked if Responden could
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F. M|UR 4362.

The General Counsel's brief also takes issue with approximately $19.000 raised by the

campaign to retire debt incurred during the 1994 campaign. asserting that these funds were not

properly designated as such. First General Counsel's Br. at 30. The (ieneral ('ounsel also takes

issue with the date upon which Grant Lallv qualified as a candidate, disputing the date of June 3.

1996 (the day lali,'s Statement of Candidacy %as filed). alleging that the campaign thus spent in

excess of S5.000 prior to that date. What the General Counsel's brief tails to mention is that

amended replns were filed, accurately reflecting the funds in question.

I'he brief also asserts that "the Lall% campaign filed inaccurate disclosure reports and

failed to report a debt as required." First (eneral Counsel's Br at 30. In fact. due to clerical

error. the campaign's 1994 end of %ear report listed approximatel, $1.200 in debt owed to

Pederson & Co.. "hen in fact no such debt existed [he individual who assisted in the

preparation of the report. [)awn Fasano. erroneously assumed that a document that she reviewed

,was a bill. Ex. 9 (Fasano Depo. at 56. 58-59). Ex. 3 (iGrant 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 5-8. 11). She learned of her error when she called the vendor, and was infotmmd that

nothing was owed. Id. Accordingly. amended reports were filed with the Commission.

reflecting the fact that nothing %as owed to Pederson & Co As the (eneral Counsel now agrees.

the campaign "later omitted it and acknowledgeldj that such debt 'never existed, and was

mistakenly reported."' First General Counsel's Br. at 30.

receive a copy of an exhibit that was being used in the deposition. the General Counsel's office inforned
Respondents that such a document was confidential, and that it would not be provided. Sn Ex. 3 (Grant
Lally Depo. at 103). Hence, the unfortunate cause of the tension surrounding document production in this
case was caused b) actions on both sides.
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As for the allegation that "debt to Mr. Ballau was never reported at any time during

1994." First General Counsel's Br. at 31. it is undisputed that Mr. Ballau did not submit an

invoice or other bill until 1995. Ex. 9 (Fasano Depo. at 57). Ex. 2 (Lawrence Lally Depo. at

148). Even assuming arguendo that the debt accrued during 1994 (which is questionable).

amended reports were filed accurately reflecting the debt owed by the campaign.

S CONCLLSION

For the foregoing reasons. Respondents respectfully request that the Commission vote to

find no probable cause in this matter.

es ctfully sub i d.

i L. Ginsberg
Do .McGahnI11
Jennif . Schettewi 
Patton Boggs. L.L.P.
2550 M Street. N.W.
Washington. D.C. 20037
(202) 457-6000

ATTORNEYS FOR RESPONDENTS

Dated. September 15, 1997
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter ()f

Grant M. Laily
L.ally for Congress. Dawn Fasano.

as treasurer
lawrence l.all%
I "te Wolff Lall\

RESPONDENTS' EXHIBITS
Excerpts of the Honorable I 'te Wolff Lallv's Deposition

E xcerpts of LawTence Lallv's Deposition

-xcerpts of Grant Laly's Deposition

%a\ 24. 1994 Deed

Ma\ 3 & 21. 1994 Checks

Response h Grant Lall\ to Questions Submitted

Ma\ 19. 1994 & October 14. 1994 Loan Documentation

Response by La%&Tence Lail% to Demand of July 31, 1996

Excerpts of Dawn Fasano's Deposition

August 30. 1995 Bill of Sale

August 30. 1995 Check to Grant Lilley

August 26, 1994 Invoice to Kaiser

Affidavit of Kaiser

Checks to Grant Lally from Lally and Lally. Esquires. 1994

September 1994 Lally for Congress Bank Statement

Lally and Lally. Esquires' Billing Records, Invoices, Client

Repair Bills to Grant Lally for 1966 Corvette

4

6

-7

8

9.

10.

11.

12.

13.

14.

15.

16.

17.

MUR 4128
MUR 4362

Affidavits, Etc.
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EXHIBIT I

EXCERPTS OF THE HONORABLE UTE WOLFF LALLY'S DEPOSITION
(cited as "Ute Laily Depo. at -
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BEFORE THE FEDERAL ELECTION COMMISSION:

IN THE MATTERS UNDER REVIEW OF

4128 and 4362

-- - - - - - - - - - ---------------------x

825 East Gate Boulevard
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 Nichele Cox,

a Registerud Professional Reporter and Notary Public

of the State of New York.



UTE LALLY 16

2 are pretty much -- you weren't expecting to get any

3 money back from your husband like half the money or

4 anything?

5 A No, it's not my account. It's our

6 account.

7 Q You didn't distinguish your money and his

8 money going into the account?

9 A Absolutely not.

10 Q I would like to introduce another exhibit

11 for you, Exhibit D. Take a look over that document.

12 Especially just look at the first page and the fifth

13 and sixth page and the seventh page.

14 (Exhibit D was introduced.)

15 A Okay.

16 Q First, can I direct you to page number

17 five, five and six? Can you identify this document?

1 A Well, I can oi1!y tell you what I see here.

19 I don't recall it.

20 Q Okay. How about page number seven?

21 A Again, other than what I have here?

22 Q Do you recall your husband and yourself

23 taking out a mortgage on your property, home

24 improvement mortgage or any kind of mortgage in 1994?

25 A Well, this would indicate tb* w4,4. I

CMS.~Z~O ~ a ~ cW-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

1s

19

20

21

22

23

24

coqww3~A1~

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 it.

Q At the time?

A But at the moment I can't recall. I

couldn't recall the amount other than what I see

here.

QHow many times have you taken a mortgage

on the property?

A I can't tell you that.

Q Do you recall what this mortgage was for?

A No.

Q what the money was for?

A I don't know.

Q 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.

Qwhat about did he ever indicate he wanted

to buy some property in the Bronx?-

A no.
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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.

o Did you know that he sold it?

A Yes.

o How did you learn that?

A From conversation which I overheard.

o What did you hear?

A I can't remember.

o So, normally, your husband handles all the

finances in the house?

A That's correct.

Q You don't have any part of that?

A No.

Q Are you able to borrow money~ yourself

without --

A I have never tried. I would assume I can.

o 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. I don't recall it.

o So you don't have any recollection of

having a conversation with grant a~tt



EXHIBIT 2

EXCERPTS OF LAWRENCE LALLY'S DEPOSITION
(cited as "Lawrence Lally Depo. at __")
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EXHIBIT 3

EXCERPTS OF GRANT LALLY'S DEPOSITION
(cited as "Grant Lally Depo. at _")



--
x

BEFORE THE FEDERAL ELECTION COMMISSION:

IN THE MATTERS UNDER REVIEW OF

4128 and 4362

-----------------------
x

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 Michel. 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.
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1 GRANT LALLY 14

2 through -- I guess initially through Hofstra. She

3 was at Hofstra University.

4 0 And did she come to your office and meet

5 with you during that period?

6 A She did, yeah.

7 Q What was her function?

8 A Her function was, you know, again she --

9 there was no -- roles were not defined at that point.

10 She was supportive. She encouraged me to run. She

11 had -- she knew a lot of people out in Suffolk

12 County. I know she had spoken to some folks out

13 there about getting involved. But she really wasn't

14 involved much in the campaign because she ended up

15 not, you know, not -- she broke off and wasn't

16 involved after a point.

17 Q But prior to that time?7

18 A She had been supportive. She had beon

19 encouraging.

20 0 was there any agreement to pay her?

21 A I am not sure I -- actually, no. I don't

22 believe there was.

23 Q Did you pay her? Did the campaign pay

24 her?

25 A The campaign did not, no.
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1 GRANT LALLY 22

2 any firm decision to run really until petitions went

3 out and circulated.

4 Q When was that?

5 A June of '94, you know, crossed the

6 Rubicon. Here in New York State until early July,

7 that's when you make -- you have to make a firm

8 decision one way or another when you are going to

9 run. When you file your petitions for candidacy,

10 prior to that you are not a candidate for anything

11 cognizable under New York State law.

12 I was approached by party leaders through

13 June of '94, as early as July of '94. Some people

14 were supportive and some people encouraged me not to

15 run, others encouraging me to run for other offices.

16 I was approached periodically and asked to run for

17 State Assembly which is a lower house.

18 Q Say from January or whenever, you hadn't

19 given me a month when you first started taking the

20 steps towards running, through May, how much time

21 would you put in per week?

22 A Per week? January nothing, really none at

23 all; February, I would say nothing really, not at

24 all. I hadn't made any plans to run at that point.

25 March, I don't think I put any time in in March. I
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the deec

Q

A

Q

says it

A

Q

A

Q

And the tax was paid on the deed?

I believe so, yeah.

Does it appear from the first page? it

was paid.

It appears to be, yes.

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 tha%

GRANT LALLY3

variance, I 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 interested 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 paid on it? Does it look that way to you?

A I believe so.

Q 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
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2 litigation?

3 A The litigation was -- it was resolved and

4 actually the parcel was sold to a subsequent

5 purchaser, actually sold to my parents. They are

6 actually the owners of that neighboring parcel of

7 land.

8 Q Where was that litigation? What court was

9 it in?

10 A I never became a party to it because of

11 the -- this thing was settled. But I assume it was

12 in Nassau Supreme Court.

13 Q Do you know the names of any of the

14 parties involved?

15 A I believe -- again, my parents -- no, I

16 don't know specifically. No.

17 0 You said something about your parents?

18 A I don't want to speculate. If I don't

19 know something, I don't want to say something under

20 oath.

21 Q were you parents involved in that?

22 A They were certainly interested in it.

23 Q were they involved in the litigation?

24 A I don't know offhand. I was not involved

25 in the litigation. I do not know that,

C dam* a 1 2%
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2 purchase.

3 Q Do you recall the price or you said you

4 don't?

5 A I believe the purchase price was $40,000.

6 Q What made you believe it was a good value?

7 A Because the market values in the

8 neighborhood was considerably higher than that.

9 Q And what was your plan for the property?

10 A My plan was to acquire the remaining

11 one-third interest pursuant to a partition action and

12 then to restore the property which had been -- become

13 run down and then resell the property.

14 Q How were you going to go about the

15 petition action?

16 A By filing a partition -- partition action.

17 Q Sorry.

18 A -_ pursuant to New York State Law in

19 Supreme Court and proceeding with a partition action

20 to secure a sale of the property or to attempt to

21 negotiate a purchase of the remaining one-third

22 interest.

23 Q What was the basis for the partition?

24 A Partition action is based on -- when

25 multiple parties have an interest in a piece 99, zo~
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2 but ultimately I did use the funds acquired by the

3 sale of the property for the campaign.

4 Q Did you attempt to market the property?

5 A No, I didn't advertise it.

6 Q How did you come to sell it to Lawrence

7 Lally?

8 A I spoke to -- at one point communicated -

9 1 don't have any specific recollection of specific

10 conversations, but at one point, I know that we had

11 we communicated about selling my interest in the

12 property to him.

13 Q What was his reaction?

14 A I don't have any specific recollection

15 other than we ultimately proceeded with the sale of

16 the property.

17 Q How did you arrive at the price?

18 A By estimating the fair market value of the

19 property given the recent sale prices of similar

20 properties in the neighborhood and estimating the --

21 reducing that by one-third reflecting my two-third

22 interest in the property.

23 Q Right, okay.

24 What was the final sale price, do you

25 recall?
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me, I don't have a specific recollection of what --

MR. CIAMPOLI: You have the deed. You

want to introduce it?

MR. McDONNELL: Yeah, I will introduce the

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q I would like to

can look that over and let

finished.

introduce Exhibit D.

me know when you are

You

(Exhibit D was introduced.)

A That's correct.

Q Could you describe that for us?

A This is a deed issued from myself into to

Lawrence Lally's name for the sale of -- I don't know

if the address?

Q 1527?

A Bantam Place in 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 I

executed it; on or about that date.

Q That's your signature?

A Yes.

Q This signature is yours?

A It appears to be my signature.

COWPU35AW
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2 A This is a person -- I don't want, at this

3 point without researching it further, I don't want to

4 give you legal definitions on anything.

5 Q But commonly, have you worked in real

6 estate before?

7 A Yes.

a Q And your understanding is if you read a

9 document like this where the owner of the first

10 part --

11 A The party of the first part is any person

12 who has requested to relinquish any right they might

13 have whether they have rights or not.

14 Q why were you made a party to this?

15 A I was made a party to this -- I was not -

16 I was not involved in the negotiations. I was made a

17 party, my understanding was, because they wanted my

is name on this deed, also.

19 Q why was that?

20 A They wanted it in order to avoid having to

21 register the additional deed between myself and my

22 father.

23 Q So that additional deed was not

24 registered?

25 A That was not filed.

COSPUYRUAWID IRAN ScE~~gLg~
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2 Q It wasn't filed?

3 A That's correct. That's my understanding.

4 Q Well, I asked you a few minutes ago if it

5 was filed. You said you didn't know.

6 A It was my understanding when I executed

7 this -- I don't know for a fact whether it has been

8 since filed, although at the time this was executed

9 that I was asked to execute this because at this

10 point, they did not wish to file the other deed.

11 Q Who did not wish to file?

12 A The purchasers.

13 Q Why would they file the other deed?

14 A I was not involved in the negotiations.

15 do not know. All I know is I was asked to relinquish

16 any possible rights I might have.

17 Q Your understanding is the prior owners for

18 a deed between your father --

19 A And myself --

20 MR. CIAMPOLI: I lost that question.

21 I did want to say one thing with regard to

22 your question asking him if he knew. Again, we are

23 all playing lawyers here. You're trying to inquire

24 whether he did have direct knowledge whether or not

25 the deed was filed or not.
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2 Q Right?

3 A It at that time, had signed the document

4 that we have been discussing to relinquish any

5 possible rights I might have in the property.

6 Q What else? What other role did you have

7 in the property?

8 A I don't recall at this point having --

9 Q Did you attend the closing?

10 A I don't recall.

11 Q Did you ever discuss with your father at

12 that point the deed was not filed, correct, between

13 '94 and '95?

14 A I don't know that, but that's -- it's my
15 belief it was not filed.

16 Q And what was that based upon, that belief?

1? A Specifically, I don't recall any specific

18 conversation. It was my general sen** and that at

19 that point, it was not filed and because of the

20 ongoing litigation --

21 Q "Because of the ongoing litigation*? Can

22 you explain that for me?

23 A Certainly. I was a party at that point to

24 a suit, a partition action, for the property. If I

25 had transferred or relinquished my rights J10
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it.

Turn to page 10 or 11, 11.

Sure.

See the date? What date do you see?

It's actually very blurred on this, April
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GRANT LALLY5

property, it would have resulted in the initiation uf

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

informati on?

A I have no idea. That was something that

had been discussed. I don't have a specific

recollection of, particular dates.

0 A general recollection?

A During the period in question. That's

about all -- that's all I can say.

Q When did that litigation end?

A The litigation ended, I believe ended in

April or May. It ended at whatever time my father

acquired the one-third interest.

Q April of '95?

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



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

1 6

1 7

18

1 9

20

21

22

23

24

2 5

Q.

A.

Q.

A.

0.

source

A.

Q.

A.

Q.

A.

Q.

A.

Q.

A.

before.

it

Q.

purpc

A.

Federal

not ice

Q.

A.

and Ute

of

-MC

sit

Can you

arts to be?

Again, it

Savings Bank

if right to c

Any consu

Consumer'

Wolff Lally.

GRANT LALLN

It says depo

Yes, it does

$49,580?

That is what

Do you have

those funds a

$49, 580?

Yes.

I have no id

Will you tur

Yes.

Can you iden

Page five?

Right.

No, I have ne

it

any

re?

ea.

n to

tify

ever

iescribe

appea

home

ancel

mer' s

s name

what it is?

5 to

mprov

be a

ement

What

Home

loan

name?

Lawrence M. Lally

RONALD B. TOLKIN, COURIT Elt
(5216) SAT-T!

72

)

DONNELL

below that?

looks like.

idea what the

page five?

that?

seen this document



0
73

GRANT

Will yo

Okay.

Can you

Again - -

You' ve

I have

seen it

Lawrence

Q.

A

Q.

A.

0.

A.

nes

ed t

580

Q.

A.

Q.

nt s

9 9 4?

he

/19

o y

.ni

LALLY

u tur

- MC

n to

DONNE

page

LL

seven?

identify that?

eve

eve

I

La 1

r

r

t

ly

se

se

ap

i

th

th

rs

he

before?

before.

o be a che:

um of

date?

/95.

ou know anything about your

ng a home improvement loan bac.'

No.

Did you ever discuss it with them?

A.

Q.

improvemer

A.

with them.

Q.

with them?

A.

No.

That they

%t loan?

I did not

You never

might obtain a home

discuss their finances

discussed their finances

No. Certainly I didn't discuss

RONALD E. TOLKIN, COURT RPOR
(516) 587-781 '.. .A , . .. . i!

T

5

D

obta

have

issu

$49,

pare

in 1

A.

Q.

18

19

20

221

22

23

24

25

)



80

GRANT LALLY-MC DONNELL

2 it.

Qo

interest

A.

Q.

A.

Q.

discrepa

up to 11

And

when,

199

For

$11

Act

ncy in

6?

you

in

$i

, 0

al

th

so

99

the two thirds

000?

th

I

e's a little

hink the checks add

have

go ing

was t

A.

Q.

ad

t

he

A.

d

0

g

been, wou

less expe

course of

and other

Q.

the capit

A.

Q.

A.

i don't r

You said

up to 116.

get to late

ain on that

The gain

id have bee

nditures th

the year f

expenses f

Was that

al gain on

Yes.

What year

ca

18

Th

pr

on

n a

at

or

or

rep

you

11.

0

t

p

I

t

t

0

r

bu

t i

C1o

per

he

pro

ma

he

he

rte

in

t t

s o

se

ty?

pro

x im

de

par

pro

he

ne

eno

per

ate

dur

tit

check

thing

ugh.

S

I

W

y wou

y $80

ng th

on ac

we

was

hat

id have

1 000

e

t ion

perty.

d? Did you

come tax?

report

was it reported?

1995 .

RONALD E . TOLKIN, COURT,, RX
(S16) 5 8 7 -I&19A

25



84

GRANT LALLY-MC DONNELL

2 that response?

Q .

ones, A- 2

A.

Q.

A.

1

1

1

1

1

1

1

~1

• 1

1

2

2

2

2

2

2

w

MR. MC

Go thro

e have

That is

A-9 is

I am no

place to look thou

section that I dea

There was a final

page four. That d

section that you w

loans that were ma

wouldn't necessari

received on the sa

Q. It was

ones add up to $11

A. Offhand

indicate here on t

Q. Did you

DONNE

ugh i

$73, 0

righ

$30, 0

t sur

g

1

e

e

d

1

1

r

6

h

h.

t

ay

taa

re

e

y r

e c

ece

00

I d

s.

tal

i

e

1

LL:

t a

00,

t.

00?

e t

The

th

nt

s t

1OOK

"o th

ef le

if th

ivred

0.

Ion I t

July 19th.

nd look for all the

right?

h

r

h

0

h

i

e

c

e

a

e

t is

S

th

a d

10

n tha

e pay

ng at

camp

t mon

prop

10/26

know.

fe

6/

ha

t

ha

gh

re

95

t

T

he

at

I

other

Th

t

hese

It doesn't

k to your accountant in

1994?

A.

Q.

A.

I

Wa

Th

alk

th

s w

o him

an in

-- I a

when

stal

m no

I p

men

an

re

t

a

pa

sa

cc

re

le

ou

taxes.

ntant

RONALD 3. TOLKIN, COURT RIPORTT'R1,
(516) S7-7419

g
1

p



88

GRANT LALLY-MC DONNELL

Q.

you prod

check fo

A.

Q.

A.

Q.

Le

ced

$18

Ye

Ma

Ye

Do

urn now to the

ng it as Exhibi

t

m

I

8 .

de

S.

out to you

check

t I.

n 5/4/94?

you recall what this check was

for?

A.

Q.

A.

Q.

that?

A.

Q.

A.

purchase

Q.

use that

A.

Q.

A.

0.

A.

It

Wh'

It

Do

Ip

How

I

pric

In

car?

Ye

Af

I

Wh

It

wa

ch

wa

yo

S

c

urcha

much

el iev

or

r w

19

eca

se

d

e

t

d

e s

t h

Co

wh

ale

at.?

rye

en

of my car .

tte

you

at

ou

as

1994 prior to

S .

te

di

at

w

r

dn

h

as

It w

the

't u

appened

garage

purchased

it

t he

the sale, did you

my main

le?

vehicle.

it at all.

to it then?

d. My parents, they

E. TOLKIN, COURT
(516) S87-7619

RIPORTRZ

that

It :.s

RONALD



89

GRANT LALLY-MC

had it in

Q.

Where did

A.

so I had

Q.

A.

Q.

A.

Q.

sold it,

A.

over abou

show arou

a 99,000

over the

a f ew mil

Q.

A.

actu

that

some

the

Whe

you

I k

it wi

Whe

Whe

You

No.

How

do yo

i t

C thr

nd

mi

30

es

ally me

time I

money.

Q.

A.

10

e

ye

Why

I so

anin

Sol

For

My 0

ga

re

ke

ep

th

re

re

d

ma

u h

hin

ee

0,0

met

ars

rag

wa

ep

t 1

me

yo

I

i dn

e

S

i

t

U

ny

av

k

or

00

er

0

did

id

g t

d i

wh

wn

and

it p

t

t

h

m

and I

n the

lived

ved .

keep

1 ies

any i

e odo

our t

i les,

My S

its e

ou sell

at tha

sell it

because

D

he

io

ONNE

re i

r to

8e

ri

d

ve

LL

t

t

it

wa

sat .

hat time?

everyday,

y.

it in that garage?

were

dea?

mete

ime s

but

uspi

xist

it

t

fo

on it when

r ha

I t

ci on

ence

d

hi

i

i

at t

me--

awh

ip

nk

i

th

ha

at t

I wa

le.

I wanted to

pe

t ?

use and ultimately I put

RONALD E. TOLKIN, COURT &EPORT
(s6) S7-7S1 ,

you

d

t

had

t

seer

ime?

s

At

raise



1 GRANT LALLY-MC

2 some of it into the campaig

3 Q. Did you market t

4 sold it?

A.

Q.

your mo

I

a

o x I

Q.

A.

ia

e a

Q.

A.

he

own

Q.

No

Wh en

d

id

t her?

d

sp

ma

a

y

w

mi

T

Act ua

iscusse

ecific

ely du

Whose

: thi

y: rec

but I

hie.

Why d

Have

ddle of

unnel w

What

22

d

re

ri

i

nk

a!

h

id

yo

a

it

di

it

Co

ng

de

1.

d

y

U

Un'

h

d

I bought

inter of

I di

with

1 lect

that

a was

t was

whose

me an

her.

have

appr

spec

.n~t

quit

in t

Midt

ad

i r

dn

m

io

t

1

t t

ant

dr

and

eng

buy

ep.

bu

DONNELL

n .

he

ve

st

car before you

rt

d

t d

fa

bu

me .

to

I d

ea

0 s

e

Cu

it

ss

cuss 1

er

it was

121

t

0i

le

to S

iven

been

ine d

afte

I a

t the

wa

1i

S

t for

ell it ?

a convertible

stuck in the

ead?

r that?

ctually bought

car was a lot

Was it?

RONALD R. TOLKIN, COURT RIPQO?
(S16) S87-7819

U W

ve r

er

he

ou

Je

94 ,

A.

it in the w

of trouble.

Q.

O D

I

i

!



0
91

GRANT LALLY-MC

Yes. It was a

You sold it to

or mo

T

0

$4,000

A

it. I

rehabi

Q.

A.

was used

Q.

A.

re?

her

bee

d.

th

epa

wa

id

ase

had

[state

.n and

in r

It

D

purch

N

ch de

occas

Y

I

I ce

reau 1

Di

It

Di

i

ot

r

n d

n d

ry

r

ca

sa

S.

to

U

it

It ha

ngs w1

ally w

never

drove

inly d

basis.

d

th

he

dr

I

i d

DONNEL

ove ly

our mo

of

est

red

th

thi

est

re

en

T

e

m

d anyone else

don't know.

was garaged

d your mother

don't know.

I

a

ga

I

en

t

w

se

st

se

do

t

se

L

car

the

work

red a

and

usand

g was

red.

f it

ag

w

b

ft

S

it

it

i

n'

hi

i

ed

as

y

e

0

t?

t

t ?

r for

ut

d

un

0

do

into

dred

f

ne on

after your

t

th

r t

nce

on

was

I dJd n

here.

e house.

hat?

or

anything

once or

recall if it

point.

RONALD E. TOLKIN, COURT RXPOR
(S16) S87-78Z9

A .

0.

ali

ion

ou

F I

rta

ar

hours

dollar

the ca

Q

mother

have

saw

A .

In.u

it

Q.

A.

twice .

like a

twice.



S
94

GRANT LALLY-MC

Who handled the

My father handl

DONNELL

transactions?

ed all of the
4 transactions for

Q,

A.

Q.

A

Qr

A.

received

He met

I beli

I mean

Yes

Did yot

the ultimate di

with the selle

eve so.

the purchaser

I receive

I don' t know.

rs
Position.

7

a check from the

I believe he

Q

A

Q

A.

Q.

A.

because

them ar

Q.

second

• What happened with

he sale?

* I don't know.

* I will show you Exi

(Handing to the wit

Okay.

Can you identify tt

Again, I cannot ide

I have not seen them b

e letters to you.

The first page, the

page, can you identify

A. The first

the proceeds

h ibi

nes

l@8*

ntif
,e for

first

those?

page appears to

and

be

RONALD S. TOLKIN, CO
(|0$) S7, T

Q.

A.

13

14

15

16

17

18

19

20

21

22

23

24

25

K?

documents?

y them

e. Some of



GRANT LALLY-MC DONNELL

A.

Q

A.

be-- wo

one on

am not

like th

Q.

checks?

A.

met wit

Q.

ul

pa

go

es

A .

helping t

don't rec

Q.

from him?

A.

A

remember

I believe

The one o

The one o

The one o

not appea

one look

g-- I wil

were endo

You don't

As

the g

Rig

Whe

o shc

all r

Do

No.

Do

Ir

him c

my f

I

ru

rh

!n

)w

;e

t

ce

ai

wh

he

iv

page

page

page

to be

like

go th

sed ov

recall

I re

pu rch

was

ca

i ng

g

r,

C

o

b

er

ca

as

ng

ut

ta

WO.

wo?

wo

my

y s

f

re c

wo

si

ig

ar

0

ei

ul

gn

na

Gr

vi

d

at

tu

I

an

ng

I b

the c

on

sp

in

be c

ecif

chec

you recall receiving any

you

emem

omi n

a the

re

be

g

r

ca

by

wa

11--

s howi

to p

s the

ng

ick

re.

the

do

I

car.

cument

don' t

ap

ur

re

t

9-

pe

e.

b

io

La

he

ar tc

* '

!:eve

r.

ly

was

I

checks

I

s up.

recall

beyond that.

Q. Your father was there at what

RONALD E. TOLKIN, COURT RZPORT3R
(516) S87-7610,

96

24

25

i .



99

GRANT LALLY-MC DONNELL

2 document that you produced?

where you o

are you

4

5

6

7

8

9

10

11

12

13

'4

15

16

17

18

19

20

21

22

23

24

25

th

oc

to

whether

Michael

he sit

depos

t

i

Obvious 1

not expl

ask

is 1

the

MR. MC

MR. CIA

MR. MC

MR. CIA

btained

MR. MC

ing me

MR. CIA

etter b

t? Was

FEC wi

MR. M

it was p

MR. C

Adornato

MR. M

to answ

on here.

MR. C

y, this

MR. M

ained to

DONNE

MPOL I

DONNE

MPOLI

the

DONNE

t hat

MPOLI

y Mic

this

th th

C DON

,roduc

IAMPO

LL

LL

bi

LL

ha

d

is

NELL

ed a

LI:

C DONNE

er your

IAMPOLI

is all

C DONNE

you he

LL

q

one

LL:

re .

Y

Pag

Y

Can

1o

I

s i

Ad

ume

tta

t

Di

I

ha

d

I

esti

un

xh

Ri

five.

yo

yo

s

am

as

na

0

ed

do

t

yo

am a

on.

der

ibi

ght

ell

t s

ci

d

il

t

me

ge

1

I

me

ure w.v

at

oc

1

ed

s

um

of

recall

t

it

a

it from

e

not or.

tand.

. and it is

RONALD E. TOLKIN, COURT RSPORTER
(516) S67-7S3,

I - - l. * ~

with

one

sent

sale



S
100

GRANT LALLY-MC DONNELL

C

ge

b

IAMPOL

of do

e did

Adorna

I :

cu

th

to

The fact is that

ments.

e chec

as we

My next

come w

as the

MR.

figure out

pac

the

cur

wit

thi

ka

se

io

h

s

ge

t

us

th

! e

a

og

te

'7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

it

ther

The

ime

MR.

y pa

MR.

is why it occu

copies of chec

these by subpo

obtained them

not time clock

assembled it a

MR.

want you to be

L. LALLY:

CIAMPOLI:

me and it

were or mi

.It :ust

bill of sa

stamp from

MC D

ge of

C IAM

rs to

ks I

ena f

from

ed in

s one

MC D

.ieve

ONN

th

POL

me

don

rom

Dr.

to

pa

ONN

th

It

t

A

th

ck

EL

at

ight.

am tr

uld be

adi ng

rikes

is not

e FEC,

dO

an

k

he

do

e F

age

L:

it

We c

cument

i unde

d obvi

now if

bank

rna to,

yi

a

to

me

C

h

Ion' t

rstand.

ously the

you obta

or you

and they

EC. yet you

Right

was a

don't

led in

RONALD E. TOLKIN, COURT RSP
(516) 587-763,01

M

s emb

wou

rom

is an

quest

lette

of sa

as

ion

r f

le?

ng

mi

pa

as

ocC

owe

ea

ag

er

d

clock ever

time

That

ined

are

I

embs

L

!



101

one

by

pa

he

whenc

it st

s igne

the s

lette

ck

S

e my

ri ke

d by

ame

r an

contradi

agree

e

e

M

qu

m

so

er

M

M

GRANT

that,

perso

R. CI

est io

e a

meo

son

he

R

R

c tory

MR.

w~th t

MR

THE

LALLY

at wa

n .

AMP

nin

OL

g

s unusu

ne, and

that s

b i1 of

MC DONN

CIAMPOL

n their

MC DONN

at thou

CIAMPOL

WITNESS

- MC

s a

I :

is

al

it

gn

sa

ELL

I:

fa

ELL

gh.E -

D

t

Yo

go

to

wC

ed

le

)

ONNE

the

U

ng

ha

u1

bo

R

The

ee

S" I

0

It

un

i

ve

d

t h

LL

same t ime

de

n

a

ap

t

st

hi

1le

ea

is

ight.

documen

am not

bviou

was

or

and

s becaus.

tter

r that

and the

ts are

sure tha:

sly.

signed by

someone e ise

MR.

THE

re by

Lawr

sheet

CIAMPO

WITNES

Michae

ence La

saying

: I

Yo

Ador

y an

ome t

t

U

na

d

hi

is my conc

have somet

to and a b

you've got

ng very

1us ion.

hing

ill of

an

Adornato

MR.

count,

L.

e rsa

LALLY:

gned by

Two checks from Dr.

Lawrence M. Lally.

RONALD S. TOLKIN, COURT RIPOR,
(516) 567-741R, 1 1 F4

ne

e

ac

fe

d

fr

he

re

he

om

d

nt

24

25



S
10 2

GRANT LALLY-MC DONNELL

rea t

he p

e mi

five

tell

La 11

sign

are

e

a

S

i

MR

a pict

ckaging

leading

MR

t expla

who the

One s

by Law

tting a

TH

y

ha

direct

obv iou

direct

regard to

• CIAMPOLI:

ure and what

0

E

res ,

is p

MR.

you

- g

with

MR.

thes

the d

It cau

C DONN

two c

re mad

Grant

ce Lal

WI TNE

they

robat i

ClAMP

are go

0 in a

ocu

sed

ELL

hec

e o

La

ly.

Y

I

me

m

SS: A

are en

ve of

OLI:

ing wi

n enti

ou

a

nt

be

ors

are looking

ug

og

e

he

iv

I

t

at

St.

ed.

der

t a

di

ge

et

he

e

ed

t

he

w

if.

I

ta

d

fe

St

he

Si

n d

a

sa

b

ha

in

r

ta

th

do

nd what

I.

rent

it.

C DONNE

IAMPOLI

documen

LL:

ts

Yes.

My sugg

is that

eat

ha

ion

if

with

of

22 nothing is still

to that.

MR.

We a

MR.

nothing.

MC DO

re not

CIAMP

NNELL:

here

OLI:

You a

for tha

Part of

RONALD 3. TOLKIN, COUT RIPORTZR
(S16) 597-701

tc

uld

or .

23

24

25

re

t

w

ent

toda

hat

itled

y.

I



EXHIBIT 4

MAY 24. 1994 DEED



Tom &MTLnm& wa*w 2q d,.1 W .i g..btd~

3CTWUM GPIft . ZILL, reel"U~ at 345 Haro Drv

pan?~e at w AT% p"% an LAOC M. LALLY, resi4u at 345 Cmu-. Zcj~ni
kmd Centrze !slwrd, mew York 11771

pa my at ih *Awa pufl

WrWET EK ha tfl4m e d &m pam is e~ me of. Ton~ D.4Iln and @tMf vawh ismsuin
paid byr t~w pamy .4 Ikw wcamd part, dm. bWrwby grama am rwham a Iw pauny . 1 Low Woa purlM. tmhil

or sumfe and &%OCgss of the pony .1 tho Wmd Pan haruww.

ALL ilwt evmsin plm. pwou o parad .l Wed. w&16 dw huwi~rp and aew1O thrqi awted. einaraaw*

lYing "Id hua"41 64 UN N~rgug ard C~zt-Y Of trm, City arv5 State of l'wv York, bu 1~
and descri.L as tc111ds: mML#Jf at a POnt onthe northerly auto of "n~ p
dist.&- 6:.85 foot %jLstaxly fracl the corruer fOrr'ed by the intrecion of tpe
wsve.-y slil of wxdh." Avnu t~ nrttwheiy s.d of B~~ Pjwe; rwvr,
t.-rce Nortarly at r.qt~t awles wo 86L-ta pi.m, 55.5 famet: thewfc mortJhester:1

ahwforwu-rN a.- exa:'.Or a&rql* witht the 1.at oaoree of 197' dmreas 11 stjt
s-znds a d.stwa-e a! 36.10 feet 0-0 a pint distanrt 44.6' feet westarly fra!

t!k- weuster". side of W-fu. Avqn* a3 mwtawd &!ON~ a "Lrv formuar an angle 0!

74 d..,'-ocs 48 -r.es 02 sacris c it-s nor-jw. side w'the iv.tarly side Or
w.wC82ru I Avenue; tli-c we*sterly alicrq the totaly proloratiovn of said 1lrv 20

LE6 o a P*)Lt djstLar-t 90 feet northerly from the norhmier1y side of kin... plaor
-' ... ~zm~ ~ a naYKes thereto.; ter-ce Scut-Yerly at right .arq

*.2 :L PC *c:,e: .y s.. c' --a- P 'acx-. a.aId. perce SAS ar 1y &I ON t.he
r-crv:> c!of- PIlae 1, .2 fact to the pon or p" of S=Demc.

':'a: wx! ~ ~taa' rev-reses trite is ~~ ~atuv-tlurd (2/31 pece.
-sa;; ;,rer.i t-c -oie Pw!.e hevr..

S P:= SL bC- k..r- as &.-e t'. 8&Sa-tAt PaV. B.-Or, NGW. York.

~~~~~~~~c'I C!i.~ .,.taa~:~r tvOfi vo ReiSter, W-m

* ~ ~ ~ ~ ~ P *1 -OW ''n of. Ike fifll.n ppP*l n0 4f~ to~1 &#VyWf) Urfa$E) and
iw ' .. jrg .41 rwir PaF1- -. t 1h fcrqr bpan ,nw~o SadT HER msid owman TO

* Ir .9w 14 Jr-'.w iV, i' Of lie Pat' ' pan of Iwhsonw am tmmd p fi rmhte.s TOaa gA AMID~ To

16w~ A%f ni tow i .4tt as o (.914 pan gqvoww aitw is* Forty ot ** &mw pan %w til de or 106.iw .. rki

ICuA 4534 a.9.wlp& .tw WasI per"..r Isaw b.wo tWmniiflefd &a bay wsw witlwu~r. qMu as aleimcd
A%LJ o'w rst s.1 toh owe 6mf w Wbisanctf sit% Sinam 13 of tow Lieno La.. euvqoaau a t ow puny of

at: 74 Ike s.O .&F -*.11 towe-f low cotoje"1404 lot 0--$. r...leva"i bad * .11 howd low ngata to a' t ir .u cmmod.

C'Slan ii86I9.at a - O- . Iw apimird fI .4 04l pal . .pufp f ayw ow coal .4 low Oipe Wt wal aFy
1,' Wd% I.f. I* It4 I. ,.u 'W9 *I. theaos of Ow Imwpeve"Wel hulrie ailg any poll4w low WWal4w the 6&W- 6s
&P.1 WOW? 1 4,Il)v

T).# -*. r1 pa-. ' to cap-ut!iir a .1 -1 id -pr .e uh9wmvev Ike Wo~w of.4o si dusimuwe s iiqmwfta

114 WTTP4LS W11LJU.OV, the party of tow 6ira part has dilly caueipted Ukaa dawd t day. NW yqat irst &&pow
U5v left

10 PSL&ICCL Of

QkAW M. LALLY

Exhibit # E



EXHIBIT 6

RESPONSE BY GRANT LALLY TO QUESTIONS SUBMITTED

I A



iut19 2 s
GLEN 3E AM OVUMLE MAW OFICE
JOHNI N. QAMPOLU 1461 FRANXUN AVENUE

Of COUN GARDEN CrTY. NEW YORK 11530
HARLAN W1 (1) 7W3121I

NEW YORK CITY OFliCE
June 30, 1996 POST OMCE am M4

BROOKLYN. NFEW YORK I z9
(718) 748 17

Xavier mc Donnell, Esq.
Federal Election Commission STATE CAPITAL OFFiC
999 E Street NW
Washington, D.C. 20463

PE: M'JR 4128 518 758 2S4
PLEASE R.ESPOND TO

Dear. M. McDonnell:

We have been retained by Candidate Grant M. Lally and the Lally
ca-maign committee in connection with the above referenced

Enclosed herewth please find the response of the conrr...tee's
-reasurer, Lawrence Lally, and candidate Grant Lally -o the
_re-uests !: dccuments and cuestions posed by the Commission.
-ne -'c affcacvi:s are attached to a single set of exhibits to
6:-:ir tey refer.

On Denalf of ou: clients, we would respectfully request an
opp-'n v to conr.erence this matter with counsel for the
co.---issio.. Ad:tional documents are being retrieved by our
c!ier.:s and ;i;l be forwarded when available. Designdtion of
coL.nse. w.'' also come under separate cover.

I: is our hope tha: the a& idavits submitted, together with the
documentation we have and will produce, should resolve any
remai rin; questions the Commission may have. Please advise the
undersiqned o! any further 4nquiries you might have. Please bear
wit us during the days aead as we vill be actively engaged in
the New York State ballot access process for several clients,
w.ic, carries with it short statutes of limitations and heavy
work loads.

Tank you .or your consideration.

Very truly yours, ..

BY:



o~tr.' . e

M t. LALLY ESQ. rn deposes and says

that the following are answers to questions submitted:

A. (1) Primary 61 - 5/5/94
- $1,000.00
- Source - personal savings

(2) Primary 62 - 5/24/94

- 5100,000.00
- Sources to Grant M. Lally ("GML")

(a) $73,000. paid from Lawrence M. Lally ("LML")
toward purchase of 1527 Bantam Place, Bronx,
N.Y. prope."y

(b) $18,000. paid by Ute W. Lally ("UWL") for

purchase of 1966 Corvette

(c) S9,000. paid from personal savings

(3) Pr.imary 13 - 6/30/94
- S25,000.00
- Sources to GML

(a) S25.000. from personal savings (income
fro= Lally 4 Lally, Esqs., law firm)

(4, Primary. *4 - 9/9/94
- $6,000.00
- Sources to CML

(a) S6,000. fror personal savings (income
!-or Lally & Lally, Esqs., law firm)

(5) General #I - 9/14/94
- $10,000.00
- Source to GML

(a) S0.000.00 froc personal savings (income
fror Lally & Lally. Esqs., law firm)

(6) General v2 - 9/15/94
- SlO.000.00
- Source to CP.L

(a) $10.000. from personal savings (income
fror Lally & Lally, Esqs., law firm)

(7) General 13 - 9/30/94
- S5,000.00
- Source to GML

(a) $5,000. from personal savings (income
from Lally & Lally, Esqs., law firm)



(8) General #4 - 10/10/94
- $12,890.00

- Source to GI.L
(a) $12,890. from personal savings (income

from Lally & Lally, Esqs., law firm)

(9) General #5 - 10/19/94
- $30,000.00

- Source to GML
(a) $30,000. from LKL toward purchase of 1527Bantam Place, Bronx, N.Y. property

(10) General 06 - 10/20/94
- $49,500.00
- Source to GML

(a) $49,500.00 from partial satisfaction ofindebtedness from Margaret & Kurt Schurm(grandparents)

(11) General 87 - 10/24/94
- S14,598.00
- Source to cmL

(a) $13,000. from LML toward purchase of 1527Bantam Place, Bronx, N.Y. property;(b) S1,598. from personal savings (income from:laly & Lally, Esqs., law firm)

t'2; General se -1/1/9

- S32.00C.00
- Source to CML

(a) S312,00C. fro= partial satsfaction of
;ndebdtedness fror margare: 4 Kurt Schurm

(grandparents)

"3) Ceneral 39 - ll//94
- S20,00o.oo
- Source to GML

(a) S20,000. froe Dean Witter - liquidation
of stock account

C14) General 910 - 11/29/94
- $4,003.o0
- Source to cmL

(a) $4,003. from personal savings (incomefror Lally & Lally. Esqs., law firm)

Ca) (1) Sales
(a) Real Property

1527 Bantam Place. Bronx, N.Y. - sold toLawrence M. Lally for $118,000.

(b) 1966 Corvette automobile - sold toUte W. Lally for S1S,o0o.

'3



(c) Dean Vrokerage account
a_____W__ - liquidation of
stocks ($26,204.29)

(d) Sale of Interest in Mortgage Indebtedness
$88,356.52

(ii) See (i) above

(iii) 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 10/20/94

(v) Not applicable

(b) See (a) (1) above
(C) See (a) (1) above

C') See (a) (i) above
- See (a) (i) above

.52 Bantar Place. Bronx. N.Y.
f; ; Lawrence M. Lally

!:;) S18.00C.00
' Tina! Sale 10/26095

, .16527 Banta= Place. Bronx, N.Y.
- acquired 3/15/93

(0) 1966 Co--vette automobile
- acquired March. 1990

(C) See annexed stock transfer certificates
frow Dean Waitter account

(d) Interest in MortQaqe Indebtedness
- acquired 4/15,t92 and 3/26/93

(3) See attached

B. (1) (a) Bantam Place property sold - see (A) above

(b) Bantam Place - see (A) above
Harbor Drive - acquired 1984

(c) Both properties purchased

(d) Bantam Place - Preston Pavlo and Ann Pennesi

a



Harbor Drive Phil4p Hirshak

(e) Bantam J.ace - James Pavlo
Harbor Drive - Craig Lally

(f) Bantam Place - 1993-1995
Harbor Drive - 1984-present

(g) Market value

(h) See a:tached

(2) New York Corporations
(a) L. Lally Enterprises - 200 shares

Museun Source, Ltd. - 160 shares
Galway Trading Co. - 100 shares

(b) L. Lally Enterprises - $150,000.
(market value of assets)

Museur Source. Ltd. - 515,000.
(market value of assets)

Galway T.radanq Co. - 515,000.
(=arket value of assets)

r =; tN/A

ie,, L. La:,y Enterprises - 515,000.
Museur Source. Ltd. - none
Galway Trading Co. - none

(f) L. Lally Enterprises - Board Grant M. Lally,
Lawrence M. La!l)"

Museur Source. Ltd. - Board Grant X. Lally*
Richard Spera:za. Genevieve Overholzer

Galway Tradinq Co. - Grant M. Lally* Benjamin
Franke,

(3j See attached

C. (1) Indebtedness of S)4;.670.

(ii) Lawrence M. Lally and Ute W. Lally

(iii) None

(1v) N/A

(v) 4/15/92 and 3/26/93



lvi) See attached

D. Employment income

(i) Receipts based upon work performed, fees paid,
business generated

(ii) $102,892.00

(iii) None

(iv) See attached

7- ; -

Swo-. to before me this
28th day of June. 1996

GRANT N. LALLY

LA~E'C Uf LALL'

No 02.LAf 2"6S
too Im e 31. It..

r

_ dr
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EXHIBIT 8

RESPONSE BY LAWRENCE LALLY TO DEMAND OF JULY 31. 1996



-RESPONSE .TO DEMAND OF 7/31/96

LAWRENCE . M. %ALLY, ESQ., be ing duly sworn, deposes and
says:

See Bank tatements enclosed.

BA?:TAM PLACE ROPERT¥:

See Contract of Sale of property from lAlly to Farquharson
enclosed. Copies of checks previously provided. Checks received
o- sale of Farquharson are not in possession of seller.

A"T:MD'Z- SALE:

Title In the na"P of Lawronce M. Lally for Insurance purposes.
A' ven-cles of family member& were registered in this manner.
Copy, of check enclosed.

:-( .aly Coes not practice law with Lally S Lally,
cz-~. e~e--2 ;sn ha; no knovlodge of Crant Lally's compensation.
," Z. .' r -Corpensa.ior. ;s based upon ongoing firm work.

- - - , " $ S1500.'

,.,; 300"2002,,/ . 9 92.a '- - -

2/:.& 4 , 64 o0

300
220,

75

3/15 6140)\

150. It

Exhibit ....



*O P"4CV& P" . * .~Iw 3 fi ~
3/322W7O

3/25 8170, ..)
3/32 230"130

4/5 300).
4/8 515)

4/29 572)
5/9 21.530

300.
.100./

5/13 272).
5/16 750)
5/18 1,000)
6/8 100

300.J
1894
100/

6,/ ! 5 3 8 0) " •W-, _,, . 6 , .6., M m q ,*h * .
&/I(, 1 65 5 )'? g**s w t&*44U. * l,

7/5 750.
7/6 200),

300k

500)
E 750)

972)
3,400
1,0000

2 ,125)-
8 , , ) -

b/6 100)
20300

6/10 1.550)
9/3iS/6, 46.7307-

9/E 300)
/ 1 ! 1: 50)

9/19 2001
9/28 00.

750

10/5 1 964
4,000.

300/



7sJ
10/7 6,823)
10/20 37o.,60,4 .. ".so: . .

.750)
11/4 200)

11/26 500)
12/2 6000) )

12/5
400)

12/9 6.30)
12/20 575)

All matrimonial riles containing pleadinga, notions,
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)EXHIBIT 9

EXCERPTS OF DAWN FASANO'S DEPOSITION
(cited as "Fasano Depo. at ")



- - x

BEFORE THE FEDERAL ELECTION COMMISSION:

IN THE MATTERS UNDER REVIEW OF

4128 and 4362

------------------------------------------ x

825 East Gate Boulevard
Garden City, New York

January 31, 19972:32 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.
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1 DAWN FASANO

2 Q New York?

3 A Law School.

4 Q New York Law School.

5 And do you work at all?

6 A No.

7 Q From the time of college to present, could

8 you tell me some of the jobs that you have had?

9 A I went to graduate school.

10 Q In chronological order?

11 A I went to graduate school in '92 I guess.

12 I worked for State Assembly. I don't remember the

13 dates, I think it was '91 maybe. I am not sure about

14 that. And the Park's Department in '93.

15 Q Park's Department for the state?

16 A City.

17 Of New York?
N

18 A Yes.
2

19 Q What kind of work did you do for the

20 Park's Department?

21 A Just an analyst.

22 Q Analyst of?

23 A The title is called analyst.

24 Q What does it entail?

25 A Policy, policy analyses. You do vaa£o.

COMPUTUR'.hZ T aIca
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A

Democratic

Jim Wrynn for Assembly in '90, it was a

candidate. Ne ran in the a5th &.

CONPU?3lt Alm T! N
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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.

o Okay. And then political?

A Do you want a resume?

O Sure. You can provide it if you like.

A Then just a lot of political work, but It

wasn't work. It was not paid.

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., city, obviously Congress, local

races, towns.

Q Local you mean Long Island?

A That's right and New York City, both.

Who are some of the candidates you worked

for?

1
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Mort Hillman, he was an assemblyman. I

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

Weiss. He's dead now. He's dead. I think, and

then -- what is Gresser's husband? The woman who

worked for --

MR. CIAMPOLI: Off the record.

(Discussion held off the record.)

A I think it's Harold Gresser. He was

running -- I think he was doing a primary. I was

involved with the race.

Q Okay.

A Then there is just -- I can go through --

there is a whole bunch. There is a series of races.

Obviously, Grant Lally's race. Then you have town

Republican races in Long Island and a whole mess of

things and Brooklyn, too.

Q Were you employed in 1993?

A Employed? I guess I was working,
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2

3
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7
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18

19

20

21

22

23

24

April, May.

Q How did you get involved

particular campaign?

A Well, there is a differe

met Grant and when the campaign sta

difference there.

Q When did you meet Grant?

A I met Grant in March.

in that

nce from when I

rted. There in a

a COMMPUT3R4ZMp OMm

Park's Department.

Q When did you leave the Park's Department,

any idea? Was it '93?

A It was '94, very early January.

Q January of '94?

A February, February. I think it was

February. I left when my father became ill.

Q That was in January of '94?

A February, around there, late January early

February something. It's a long time ago.

Q That's close enough.

When did you get involved in the Lally

:ampaign, the first Lally campaign?

A When did I get involved in the campaign?

Q Right.

A I guess May, but, yeah, about May maybe

¢



1 DAWN FASANO I

2 suggestions about the volunteers, but I personally
3

3 did not give them the work. I may have supplied some

4 other person that was kind of in charge, going over

5 to them saying you do this and that.

6 No, I wouldn't say I really dealt with

7 volunteers. I dealt with the field offices.

8 Q What was your position?

9 A I was a volunteer.

10 0 You didn't have a title?

11 A No, no.

12 0 You said you did some kind of fundraising.

13 What type of fundraising did you do?

14 A Raising money.

15 Q Tell us about what you did.

16 A Called -- telephones, wrote letters, put

17 invitations together.

18Q For events?

19 A Right.

20 Q How did you get the information for people

21 that you called?

22 A Personal friends, Grant's, and we would

23 compile lists. They could be friends, business

24 associates of Grant, personal friends.

25 Q of yours?



0

DAWN FASANO

A Sure. They may have been between

don't necessarily know Grant was involved in all

those.

Q Who would have been involved?

A Tom Ballau, myself, Brian LeClair, the

1

2

3

4

5

6

7

a

9

10

11

12

13

14

15

16

17

is

19

20

21

22

23

24

25

Q Let's step back to when you first started

with the campaign.

Who were some of the key people involved

in the campaign at that point?

A Going how far back?

Q When you first came on?

A When I first came on, Theresa White,

nyself, Beth Faughnan, but she was just a volunteer.

Q Beth was just a volunteer?

A Everyone was a volunteer basically. There

oare no --

Q Theresa was a volunteer at that time?

A Theresa White she was doing legal research

s I recall.

Q That's what you thought back then?

A That's what I recall.

Q She wasn't involved in the campaign

a

activities?

like.
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2 this.

3Q Between you and Grant?

4 A Between me and Grant. There were really

5 no real conversations except why. You kind of go

6 through your mind and say what could be the reasons.

7 Now, I may have not really even had -- I

8 don't recall any indepth conversation with Grant

9 about that. But I did have conversations with

10 Theresa prior to that.

11 Q Tell me about those then.

12 A Sure. One of the things with Theresa

13 White is that during the petition process one of the

14 projects we had to do, being we were in primary, was

15 compile a list of people to carry petitions for us.

16 They had to be registered Republicans. And Theresa

17 White had stated to me, "Well, it's very hard to find

18 these people.'

19 I said, "Well, let's see if we can find

20 ten people to carry. That will help."

21 A few days went by, maybe a day or two.

22 We had the conversation again, and Theresa had

23 expressed to me that "Well, I am having a hard time

24 finding these people, so I -- we can get people, but

25 they are not necessarily registered Republicans

CONPU~it-WADRD vuxsftzW?"IKg



1 DAWN FASANO 25

2 within the district."

3 And I was very opposed to that and just

4 questioned her political policies and at that point,

5 1 think things started to change within the office.

6 Q And did you go to Grant with that

7 information?

8 A No, I did not.

9 Q You told her you didn't think it was a

10 wise decision?

11 A I said, "No way." We would not do

12 something like that. That would not be the policy of

13 this campaign.

14 Q what was her reaction?

15 A You know, I don't really -- what's the

16 reaction. Probably -- I think a reaction was really

1? realizing maybe somebody like that -- something like

18 that should not have been said to me. I can't

19 verbally express the kind of -- it was more of a

20 reaction on her.

21 Q You don't remember her saying anything?

22 A No, I don't. I don't really -- kind of

23 one of those things you just -- let's move on.

24 Q So she dropped that, she didn't pursue

25 that?

CMWMs qA;



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

is

19

20

21

22

23

24

A

lack of

Q

primari 1

A

Q

A

Q

manager?

Political honesty and her -- I am having a

wording.

Before you said that she, that Theresa,

y worked on the legal work you thought?

That's what she had said to me.

She was doing that?

She was doing legal, some legal research.

She never represented she was the campaign

A No, no. I think she may have wanted to be

but she wasn't.

Q Did Grant ever say to you that -- talk to

CWPUT-kIM MNSM

DAWN FASANO 2(

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,

it became a very distant relationship because of a

lack of -- I questioned her political -- I am looking

for a word.

Q Wisdom?
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SO.

Q Did you ever drive it yourself?

A No.

Q At the time when you first not him though,

do you recall if he told you he owned a Corvette

previously?

A No.

Q Do you still talk to Grant today?

A Yes.

Q Are you dating Grant?

A Yes.

Q I am Just establishing the basis for the

fact you have communication with bin.

coMPUTZRaAz-:
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for instance?

A No. It was never at the campaign -

mean, I have seen it, but I have never --

Q When have you seen it?

A I don't know that. It's a long time ago.

Q where was it when you saw it?

A Probably at his house.

Q Did you ever see him driving it?

A No.

Q Did you ever drive in it, ever ride in it?

A I don't recall that, no. I don't think



1 DAWN FASANO 43

2Q I asked for the present first, and I think

3 it is relevant to the -- I think if somebody is

4 dating someone, they are very apt to discuss cars

5 they owned, personal transactions or as somebody in

6 the campaign, you wouldn't necessarily do so.

7 A Married people tend to discuss personal

8 transactions and personal property owned.

9 Q I think it's like a continuum.

10 A The period you were questioning is when I

11 met Grant did I know he had a car.

12 Q I think I --

13 A I never discussed his car. I had no

14 recollection of ever discussing anything about a car

15 for a very long period of time. There was just never

16 a period of question.

17 Q I asked before and I will ask again: When

18 did you first start dating Grant?

19 A Late maybe fall.

20 Q Of '94?

21 A Of '94. And I would not call that

22 really -- that was just -- I don't even know if I

23 would really call it dating at that point.

24 So now you are talking about my personal

25 relationship. We were friends for a very 10,9 , .

S.
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ar

obligations.

A

Q

Ballau,

A

Q

Okay.

If you look through here, you will see Mr.

s -- no debt is reported for Mr. Ballau.

Correct.

Fi&st time it appears is in the '95 one of

payments were made?

Correct.

I was asking, do you know about this?

I wasn't aware that was a debt. That's

why.

Q Did you personally deal vith that

corporation? Mr. Ballau -- that coas*Ul

CONP UMI gDT A ~ k~

DAWN FASANO

the year end report for that year?

A In '94, was I involved in filing the ye

end report? Yes, probably. This is --

Q Here is the year-end report for '94.

A Okay.

Q If you look through here.

MR. CIAMPOLI: Off the record.

(Discussion held off the record.)

MR. CIAMPOLI: This is the '94 year end.

A Okay.

Q Here are a list of all the debts and

Ill IQ
t
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A

Q

A

Q

A

Q

you be

A

that h4

Q

A

Q

A

you how

me. I

A

nothing

No.

Did Mr. Lally handle that?

There was no invoices.

Did he send you a bill at any time?

There was no invoices, nothing.

Do you know when this bill was paid, how

came informed the money was owed?

Yeah, I was -- we were told that Tom said

e had some money owed to him.

Who is "we"?

Grant, Lawrence Lally.

They were told?

Probably. I really can't I can't tell

they were told about the -- Tom did not call

can say that.

There was no written invoice?

No, I know that for a fact. There is

there.

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 in

reviewing invoices and requesting that money be paid

to Mr. Ballau?
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DAWN FASANO 5

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

bill reported to NS Pederson Company a bill of

3,065.40?

A Yes.

Q Do you recall --

A I do.

Q -- reporting that?

A I do.

Q That's in the '95 year-end report which I

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 Reports

Analysis Division?

A That's correct.

Q Do you recognize that letter?

A I do.

0 Can you tell us what that's all about?

A The debt was mistakenly reported. It was

never a debt.
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It was reported?

It was.

Any idea why it was reported?

If I recall, I looked at something that i

was a bill, outstanding bill, in fact, it was

Q Did you call the vendor to find out

whether --

A I did call. I don't recall who I spoke

to, but we did check the account and there was

nothing owed.

Q Do you know if they gave anything to you

in writing or they were just 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 FIC?

A yes, and said to Nick the reason I took

this off, I mistakenly reported it. I think he sent

me a letter. I said what do you want me to do about

this. He said just send me a letter about this. I

spoke to Nick a lot, probably every report, probably

every report.

Most of my questions came 4

0

A

Q

A

thought

not.
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AUGUST 30, 1995 BILL OF SALE
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EXHIBIT I I

AUGUST 30. 1995 CHECK TO GRANT LILLEY
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EXHIBIT 15

SEPTEMBER 1994 LALLY FOR CONGRESS BANK STATEMENT



Fleet Bank 0 STATE44ENT OF ACCOUNTS *
PAGE I O' 3

9382-612347

STATEMENT DATE
09/30/94

II you heve ony
queshIons. conlect
ow Answer Cenr.r

1.4Wo. 4W
LALLY FOR CONGRESS
220 OLD COUNTRY RD
MINEOLA NY 11501

CY

68 ENCLOSED ITEMS

BEGINNING DEPOSITS. OTMER CHECKS. WITHDRAWALS. INTEREST ACCOJNT ACTMTMY ENO4NG
:-E PN BALANCE CREOITS OTHER D(EITS PAIO £ OTHER FEES BALANCE

9382-612387! 23354.50 68662.05 95011.90 .00 .00 299S.35

ACCOUNT NO. 9382-612387 BUSINESS REGULAR CHECKING PERIOD 09101194 THROUGH 09/30/94
TAX IDENTIFICATION NUMBER 11-3208039

,ANS,ER CENTER ACCESS CODE 2314

DEBITS AND CREDITS -
DATE DEBI.S C-) CREDITS (*) DESCRIPTION

965.00
970.00

25,000.00
6.350.00

11,027.05

10,000.00
10.800.00

200.00
1,000.00

700.00

1.650.00

PERSONAL DEPOSIT
PERSONAL DEPOSIT
PERSONAL DEPOSIT
PERSONAL DEPOSIT
EFFECTIVE DATE 9-12-94
RETURNED ClHECK

PERSONAL DEPOSIT
PERSONAL DEPOSIT
PERSONAL DEPOSIT
PERSONAL DEPOSIT
PERSONAL DEPOSIT

PERSONAL DEPOSIT

-v Aw imm v - mr Ezbifs 9

,09-06

//09 - 07
/09-07
1/09-09

09-13

1/09-1S

..-09-15
- 09-19
,-09-20
- 09-28

/09-28



Fet Bank .A TEMENT OF ACCOUNTS
PAOE 2 OF 3

9362-612317

STATEMENT DATE
09/30/09

II you hove eny
qosneuons. coal#"
ow Answer Cenw

14,04M4
LALLY FOR CONGRESS
220 OLD COUNTRY RD
MINEOLA NY 11501

CCOUNT NO. 9382-612387 CONTINUED PERIOD 09101194 THROUGH 09130194

.ri c \ :0 r'u I r.J -
-- .-- - ~ v~,JI~u

-LFlPLRS P'US1TU--
-- J-NtLc FLie1I P

AMOUNT
20 .59
26.00

475.00
17 .00

1,939.20

550 .55
35 .00

40 49

17 19

28 84
48 50

143 4C
87.00

1.740.00

I.443-.25

500.58
355.00
810 00

1.000.00
500.00
160.00

23.809.00

200.00

DATE
09-06
09-19
09-07
09-06
09-07

09-06
09-07
09-09
09-114

09-08
09-08
09-12
09-08
09-09
09-12
09-12
09-14
09-09
09-26
09-08
09-12
09-08

09-12

CHECK NO.
- 1174

1175
-1176

1177
-1178

,.-1179
'1 180

A1181
,"1 182

/1183

/1186
1187

A 189
A 190
.1191
"1192

-1193
-1190

,.4 195

AMOUNT
190.00
240.00

3.799.00
1.801.00

372.00
217.00
850.64

2.320.00
100 .00
132.50
132 50
3443-00
290 .00
250.00

3.497.46

3,390.63

6,897.54

1,582.98
200 .00
35.00
355.00

.1.50. 2
11,027. .05

DATE
09-16

/A9-19
.49-13
,..9-14
w,/09-26
'/09-13

09-13
09-12

- 09-16
09-19

09-23
.,09-23

,09-26
-09-27
-09-28

-09-29
-09-27

-e09-27
.09-26
.e19-30

e 09-30
A49-30

,09-30

CHE0C--*. "
,11962 1

12042

206Z
207

208
209

1210
1211
1212
1213

1214
1215

12179
1218
1219

1220
1221
12203
1225
1226
1227

.027.05

770.3S
7S.00
40.00

290.00
40.00

500.00
200.16
256.00
113.18
400.00

40.00
174. 15
598.2.5

351.00
1,822.80

539.00
208.00

4.800.00
75.00

415.29
10.85

* DENOTES SEQUENCE BREAL

DAILY BALANCE SUMMARY.
'ATE BALANCE DATE BALANCE DATE BALANCE
19-01 19.679.16 09-08 9,832.08 09-14 5,109.620D
'9-02 16,495.91 09-09 11,510.70 09-15 15,690.38
'9-06 9.256.670D 09-12 7,679.780D 09-16 3.963.17
,9-07 11,599.01 09-13 2,049.92 09-19 3,442.17

m t- se, 11 lop 0

DATE
09-01
09- 08
09-09
09-13

39-0'

09-0

)9-0"
39- 0"
39-0
)9- 09
)9- 1Z

)9, 1'

'9 -o-

)9-06

19: 01

)9-01

)9-06
19A16

19-13
19-06
19-06

CHECK NO.
1119

1120
1121
11379

11438
1 1444
11513

115443
1155

1156

1157

1158

1159

11628

1163

1164,

1165

1166

1167
1168
1170'
11726
1173

y,

6L

. sm,

. r cr% C Ibr€%Cr



Fiii'oimoam k
*STATEMENT OF ACCOUNT3 I

PAm 3SF 3
9342-612397

STATEMENT DATE
09-30*94

II you hve any
quewjonm. €omact

ow Answer Center
14WW4W

LALLY FOR CONGRESS
220 OLD COUNTRY RD
MINEOLA NY 11501

ACCOUNT NO. 9382-612387 CONTINUED PERIOD 09/01/94 THROUGH 09130194

- DAILY BALANCE SUMMARY-
DATE BALi
09-27 90
09-28 2.65

NCE
S .04
1. 79

DATE
09-29
09-30

BALANCE
2,305.79

2,99S.3soD

-w a-o Acr o~vo fv~ lo
al -
se

DATE
09-20
09-23
09-26

BALANCE
4.M42.17

3.928.99
3.4 0.99
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REPAIR BILLS TO GRANT LALLY FOR 1966 CORVETTE
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter ol' ha ,U 1" '57~

Lally for Congress )
and Da, Fasano. as treasurer ) MUR 4128
Grant M. l.ally ) MUR 4362
lawTence M. l.ally )
I'te W. L.ally

GENERAL COUNSEL'S REPORT

!. BACKGROUND

On Jut 24. 1997. this Office sent General Counsel's Briefs to former Candidate

(Yrant M. Laill, t"Candidate") and Laiy for Congress and its treasurer ("Lally campaign,"

.'campaign- or 'Vommittee". La%%Tence Lally. Ute Lally, and Lally and Lally, Esquires ("law

tirrn".' See (jeneral Counsel's Briefs (-GC Brief' or "Brief'), dated July 24. 1997. The Brief

recommends that the Commission find probable cause to believe that Grant Lally and the Lally

campaign knowingli and willfully violated 2 U.S.C. § 441a(f) by accepting excessive

contributions, reported as candidate loans, in connection with the Candidate's 1994

Congressional campaign, and that Lawrence Laily, Ute Lally and the law firm knowingly and

willfully violated 2 U.S.C. § 441a(aXI XA) by making such contributions.

The Brief also includes an analysis of activities at issue in MUR 4362, and reco s

that the Commission find probable cause to believe that Grant Lally violated 2 U.S.C.

§ 432(e) and that the Lally campaign violated 2 U.S.C. § 434(b) in connection with that mattr.

I Two Briefs were sent to the Respondents; one to the Candidate and -u -- ad t&e
other to Lawrence and Ute Lally and the law firm. The analyses of MUR 4121 in both Briefs is
essentially the same. Thus, to simplify, all references in this Report are only to the Brief amt to
the Candidate and the Committee.



The Respondents submitted a Brief ("Respondents' Brief" or "Response Brief) on

September 12. 1997. admittng "at most. minor violations." and requesting that the Commission

find no probable cause and dismiss these matters. Attachment I at 2

II. DISCUSSION OF RESPONSE BRIEF
A. MURA428

l)uring 1994. the ('andidate reported loaning the Lally campaign $319.991. claiming it

%kas derived t'om personal funds In fact. as the General Counsel's Bnef, which is incorporated

herein bh reference. describes in detail, most of the $319.991 in loans that funded Grant Lally's

1994 Congressional campaign was derived from sources other than "personal funds." In their

Response Brief. the Respondents raise numerous points and arguments, but they do not contest

the most critical factual cinclusions made in the GC Brief. The\ do not dispute that during 1994

the Candidate recei, ed $1 6,0)(0 from Lawrence Lall,. and although they, maintain that it was

for the sale of his 2 3 interest in unencumbered real estate ("Bantam Place"). they do not deny

that such amount was over three times what the Candidate paid for his interest in that property

just the year before. Nor do they deny that the Candidate failed to report or pay capital gains tax

related to Bantam Place on his federal tax return for 1994. the year he received the $116,000, that

no transfer tax was paid for the alleged sale (as required by New York state and city) and h-t

there is publicly verifiable documentation indicating that the Candidate actually sold his interest

in 1995 to a third party in an arms length transaction.

There is also no dispute that, although the Candidate received an $18,000 payment from

Lawrence and Ute Lally in May of 1994. and the Respondents alleged it was for the sale of his

1966 Corvette ("Corvette"), there is no contemporaneous documentation evidencing that



transaction, and taxes were not paid on that alleged sale. as required in the state of New York In

addition, the Respondents do not contest that the Candidate received a stream of payments from

the law firm account totaling $ 179.892. some of which is claimed to have been for law firm

income ($102.892,). though there are no business records or other documentation explaining the

basis of such payments or income Nor do the Respondents dispute that $76,000 of the $179,892

received by the Candidate from the la%% firm in 1994 is alleged to be for transactions totally

unrelated to the law firm. indicating that funds flowed freely through the law firm to meet the

needs ot the campaign Most notabl,. the Response Brief does not address the conclusion in the

(iC Brief that the Respondents have submined answers and documents claimed to be related to

$33.000 of the la% firm funds received in 1994. which contradict their earlier testimony. casting

doubt on their credibility (i" Brief at 22-"3.

In their Response Brief. the Respondents minimize. mischaractenize and ignore the

e'. idence gathered through the in'estigation and set forth in the GC Brief. The Respondents for

the most part concede that they lack documentary evidence in support of their explanations.

They argue. however, that this lack of documentation is attributable to the simple failure of

"'record-keeping of a family's investments and two person law firm," and should not negatively

impact the Commission's consideration of their assertions. Response Brief at 2.

The transactions which the Respondents claim were used to finance Grant Lally's

Congressional campaign involved transfers of interests in both real and personal property. The

alleged transactions involved hundreds of thousands of dollars. In addition, Grant, Lawrence and

Ute Lally are attorneys, and thus keenly aware of the importance of committing such

complicated, significant and legally binding financial transactions to writing. Yet, the



Respondents claim, they entered into such transactions in the midst of. and for the purpose of

funding. a Congressional campaign without creating any evidence to substantiate that they ever

occurred. In addition, although such transactions would trigger various tax requirements. there

is no evidence that such obligations were met. In light of all the above, the Respondents' claims

that these transactions occurred are not credible.

2. S116.000 Received by the Candidate

The Response Briefs discussion of the $ 116.000 received by the Candidate in May and

October of 1994. offers nothing to refute the overwhelming evidence that it constituted an

excessive contribution to the Lalily campaign First. the Respondents do not deny that although

the Candidate purchased his encumbered 2 3 interest in Bantam Place for $40,000 in 1993. he

assertedley received S116.000 for that interest in 1994 though it was still encumbered.

Second. there was no documentation which set out the purchase price, and the payments

were received at times and in amounts indicating that. rather than a prearranged purchase, the

funds were provided as needed by the campaign: $25,000 on May 3 and $48,000 on May 21

from the account of Lawrence Lallv with S48.000 obtained through a home improvement loan

taken by Lawrence and Ute Lally. $30,000 on October 19 and $13.000 on October 24, 1994, both

2 There is overwhelming evidence that the Respondents planned on using such payments to

fund the campaign from the time that they were made; bank records and the Candidate's initial
response indicate that almost all of the payments were quickly deposited in and passed through
the Candidate's or law firm account and into the Lally campaign's account. Attachment 9 at 10-
11.

3 The Respondents fail to adequately address the conclusion in the GC Brief that
Bantam Place was encumbered during 1994 its marketability was diminished at that time, and
that therefore the $116.000 allegedly provided for the Candidate's interest was far in excess of its
1994 market value. See Response Brief at fn. 12.



taken by Lawrence and Ute Lally. $30,000 on October 19 and $13,000 on October 24, 1994. both

payments which were obtained through a business loan taken by the law tirm. Attachment 2. In

fact, Lawrence Lally even testified that the alleged purchase price was only "ostensibly" agreed

to in May of 1994. Attachment I I at 8 (Deposition of L. Lally at 30-31) All the payments.

totaling $116.000, were loaned to the campaign within days of the Candidate's receipt.

Attachment 3; attachment Q at 10-I 11

Third, despite their substantial experience as attorneys, the Respondents claim that they

entered into this complicated financial transaction that raised $116.000 for the campaign. and

that was quickly deposited into the campaign account as needed, first for start up funds and then

for the heat of the general election, without creating a single piece of independently verifiable

documentarn evidence connecting such funds to the alleged sale of Bantam Place. Thus, they

concede that there is no document that sets out the sales price for the alleged 1994 sale or any of

its terms. Moreover, there is not even so much as a single reference to the alleged sale on any of

the numerous checks issued for the alleged purchase, or in the corresponding check register.

Attachment 2 at 1. 2 and 7. Attachment 10 at 31. The sole document upon which the

Respondents rely is an un-notarized and unrecorded deed, signed only by the Candidat and

which lacks even the signature of a single w'ness. Attachment 4.4 Indeed, while the

Respondents claim that filing the deed for Bantam Place was not necessary due to their

4 The Respondents contest the conclusion in the GC Brief that it is unclear when the deed
for the alleged 1994 conveyance of the candidate's 2/3 interest in Bantam Place was executed.
Response Brief at p. n. 7. The fact remains that while the Candidate would only say that "it
appears to have been executed on May 24," Lawrence Lally would not state with any deg= of
certainty when the deed was created or when he received it, and he stated at one point that it was
given to him "subsequent to May of '94." (iC Brief at 6, n. 3; attachment 11 at 2, 7-8
(Deposition of G. Lally at 48: Deposition of L. Lally at 28-32).



relationship. on May 6. 1994. within the same time frame, they duly recorded a "correction deed"

for property located in Oyster Bay, New York that had been in the name of the Candidate's

brother. but which the "correction deed" states belongs to the Candidate Attachment 5.

Fourth. information from several independent sources contradicts the Respondents' claim

that there was a bona fide sale of Bantam Place in 1994. According to the New York City

)epartment of Finance. the Candidate owned the 2 3 interest in Bantam Place until October of

1995. Attachment 6 at 9-10. Moreover. an official title search performed by Stewart Title and

its attome, s also indicates that the Candidate possessed title to an undivided interest in 2'3 of

Bantam Place through October 26. 1995 when it was conveyed to a third part' in an arms length

transaction. Attachment 6 at 3-7. These documents, fully executed by independent third parties.

are evidence that the Candidate never sold his 2 3 interest to LawkTence Lally in 1994 as claimed.

We further note that if there had been a bona fide transfer of the Candidate's interest in

Bantam Place during 1994. then he was also obliged to pay transfer taxes to the state and city.

See GC Brief at p. 7. n. 4. Rather than asserting that the taxes were in fact paid. Counsel argues

that the failure "if any'" to pay such taxes does not establish a violation of the FECA. Response

+ Throughout their Brief, the Respondents make unsupported .legations, focus on
irrelevant issues and misquote the GC Brief. See e.g. Response Brief at 10- 12, 15-16, fn. 10, 12
and 13. For example, the GC Brief states that the alleged 1994 conveyance of Bantam Place is
the only conveyance of Bantam Place from 1987 to the present for which there is no
documentation on the public record. GC Brief at 7. The Respondents claim that this fact is
'specious on its face," but offer nothing to support that charge. Response Brief at 10. They also
argue that the focus on 1987-present "badly misses the mark" because the Candidate did not
acquire his interest until 1993. Id. The rather obvious point, however, is that although various
persons owned the property during the time frame beginning in 1987 through the present, the
g~y conveyance that was not recorded was the one that the Respondents claim occurred in 1994.
With respect to this point, it is irrelevant whether or not the Candidate had an ownership iters
in the property during the entire time frame cited in the GC Brief.

,,/ •



Brief at 10, n. 9. Contrary to the Respondent's assertions, the absence of these tax payments

refutes the claim that there was a bona fide sale in 1994, and raises questions about the

Candidate's credibility. In addition, unlike with the alleged sale of Bantam Place, state and city

taxes were paid on the 1994 transfer of the Oyster Bay property to the Candidate from his

brother. See Attachment 5.

Finally, and perhaps most significantl%, if there had been a sale of Bantam Place in 1994.

then the Candidate should hae reported a capital gain and paid tax related to it with his 1994

federal income tax return Ihc Respondents finally and reluctantly acknowledge that although

the Candidate received $I 10.0) in 1994. purportedly for property that he paid $40,000 for just

the year before, he did not report or pay tax on aU capital gain for the alleged sale until October

of 1996. well after this in,.estigation was underway. Attachment 7 at 3-15, 22.6

The Respondents minmize the significance of the Candidate's failure to pay the tax when

due To begin with. the ('andidate's failure to pay the tax with his 1994 return directly

challenges the substance of the claim that the funds were for the sale of Bantam Place. If the

$1 16.000 had actually been for the purchase of Bantam Place as claimed, it is not credible that

6 The Respondents" assertion that the "profitable sale of real estate yields a cai pm, not

earned income" misconstrues the analysis in the GC Brief. Response Brief at I. Income cw be
earned or unearned, and a capital gain is unearned income. See 26 U.S.C. § 61(aX3Xdefning
"income" as including -gains" derived from dealings in property"). Contrary to the
Respondents' suggestion. the GC Briefr never states that the alleged sale of Bantam Place would
have yielded cMCd income, only that it would yield income. GC Brief at 7-8. Similarly, the
EIGA statement requires reporting of both earned income and unearned income, and a subsection
for reporting unearned income includes, among other things, a specific place for "capital gain"
as well as "other." See Attachment 7 at 28. While Grant Lally's 1994 EIGA statement idntified
Bantam Place as an asset valued at between $100,001 and $ 250,000, and by the time be filed
that statement in September of 1994, he had already received $73,000, allegedly from the sale of
Bantam Place, he did not indicate that he received amy wiamcdincome for Bantam Place,
instead indicating that he received -none"" See Attachment 7 at 28.

:1



the Candidate would not be cognizant that the receipt of such funds would have tax ramifications

during 1994. the year received. particularly as the total amount assertedly received from the

property in 1994. $116.000. exceeds the $102.892 that he received from the law firm during

1994 that he claims was for la,% firm income.

Moreover. the Candidate's testimony about his failure to report and pay tax in 1994 on

the capital gain raises questions about his veracity. The Candidate testified that he had 'spoken

to (his] accountant and he suggested that I file it tax return related to the alleged sale of Bantam

Place] in 1995." and that the accountant advised him that he could rely on "income averaging" to

defer paying tax in 1994. Attachment 11 at 3 (G Lally Depo. at 83. 85). However. in a sworn

statement, the accountant who prepared the Candidate's tax returns for 1994-96. Kenneth

(ioldstein. CPA. directly and unequivocall, contradicts the Candidate on this point. Attachment

"7 at 1 -2 According to Mr. Goldstein, the Candidate did not inform him about the sale of Bantam

Place in 1994 or even 1995 W. at I Rather. Mr. Goldstein also testified that he first learned of

the alleged sale of Bantam Place in October 1996, and thus the capital gains tax for that sale was

included with the Candidate's 1995 return. . Further. Mr. Goldstein denied ever advising the

Candidate that he could defer taxes from any gain based upon -'income averaging," a law he

avers was repealed many years prior to this transaction. Id. at 2.

In short. Lawrence and Ute Lally provided the Candidate with $116,000 in four

payments. two in May of 1994 when the campaign was starting up, and two in late October of

1994, just prior to the general election. The $116,000 was provided freely to the Camidate as

needed, and the Respondents' contentions about Bantam Place are an attempt to take those

payments outside the definition of contribution. Yet even assuming arguendo that the $116.000



had any relationship at all to Bantam Place. it would have nevertheless been an "advance" on the

'andidate's 2 '1 interest in that property. With a partition suit pending and Bantam Place

encumbered, it would have been difficult to find any purchaser at that time, let alone one who

would be willing to pay over three times the amount which the Candidate did just the year

bl'fore Thus. even under Respondents' arguments. the Candidate received far in excess of the

1 9104 market price for Bantam Place. and the funds provided were an excessive "'contribution" to

the Candidate and the Lall\ campaign from L.awrence and Ute Lally.

3. S18.000 Received from te and Lawrence Lill,

\s noted in the (iC Brief. I'te Lall issued an $18,000 check to Grant Lally on May 4.

1 994 Attachment 8 at 1. Some portion of the $ 18.000 is alleged to have also belonged to

Laj.rence Lall\ The S 8.(000 ,as used h\ the Candidate to make the $100,000 loan to the

campaign n Ma\ 24. 1494 Attachment 9 at 10. The Response Brief claims, again without

offering an\ documentation, that the $18.000 check was related to the sale of the Candidate's

1966 (or\ eite and in fact argues that "[tJhe General Counsel has not (and cannot) dispute that

there w as an agreement for the sale of the car... Response Brief at 19. Despite the fact that the

$18,000 was used shortly after receipt to help fund the significant May 24th lkm to the

Candidate's primary acampaign. there is no evidence linking the check to the Wed w sale.

Nor is there any other evidence that such a sale occurred, i.e., notation on the check, change in

title, insurance, registration. Additionally, if the $18,000 had been for the Corvette and there was

a bona fide sale in 1994. the Respondents Lawrence and Ute would have been required to pay

sales tax in connection with that sale. However, there is no record that such ta was pad.



Moreover. when the car was sold in 1995. over a year later, the purchaser. Dr. Adornato.

issued the pay ments to the ('andidate. and the funds were deposited in the law firm account in

which the Candidate had an interest. Attachment 8 at 2 and 4. Thus. it appears that, in the very

least, the $18.000 was an "'advance- provided to the Candidate in 1994 until he was able to

market and sell the car to a bona tide purchaser the following year.

4. Law Firm Payments

-he law firm is a two person partnership consisting of the Candidate and Lawrence Lally.

As set forth in the (iC Brief during 1994 the Candidate received 21 checks or payments from the

law firm account totaling $179.892. Attachment 10. Of that amount, the Candidate's alleged

laA firm income was $ 102.892 Attachment 7 at 6. A total of $43.000 of the remaining amount

was the prev iously discussed las% firm business loan. alleged to be for the sale of Bantam Place.

Attachment 2 at 0-8: Attachment 9 at 11. As for the remaining $34.000 of the $178,892 paid by

the law firm. as discussed in more detail belov,. despite repeated requests. the Respondents failed

for many months to explain the purpose of such payments. Attachment 9 at 6.13, 19, 24-30. 34.

When the Respondents finally offered an explanation regarding $33.000 of that amount, they

contradicted prior sworn statements. See GC Brief at 22-23; Attachment 9 at 37-38, 41-44.

The evidence obtained contradicts th- Respondents' claims about the Candidate's 1994

law firm income. The Respondents characterize the Commission's requests for some

The Respondents assert that Dr. Adornato only stated that Grant Lally "was" (past tense)
the owner of the car. Response Brief at 119. However, Dr. Adomato averred that in August of
1995. he was informed by Lawrence Lally that the car ""belonged to his son Grant." Attachment
8 at 5. Contrary to the Respondents* assertions, Dr. Adornato's affidavit does m indicat tha
he was informed that the car formerly belonged to Grant. Rather, Dr. Adomato was informed
that Grant Lally owned the car in 1995. at the time of his purchase. That is, no doubt, why both
checks were issued to Grant, not L.awrence. W. at 2 and 4.

4
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documentation that might support the Candidate's claim that these payments were for bona fide

income as an unreasonable intrusion into the workings of the law firm, stating that their records

were not -detailed enough for the General Counsel"' or "'equivalent to a national mega-law firm."

Response Brief at 29 .8ow'ever. it is not that the Respondents' documents were not detailed

enough. it is that. despite the fact that most of these law firm payments were made in the midst of

the election and were most often simultaneously loaned to the campaign. they have failed to

produce any credible or probative evidence to explain the bases of the Candidate's 1994 law firm

income oft S 02.892. Only one of the 21 law firm checks issued to the Candidate during 1994

indicates the purpose of the payment. i.e.. the name of the client involved. Attachment 10 at 3.

Indeed. the Respondents have failed to e%en explain which of the remaining 20 checks were for

alleged law firm income ofS I()2.892 and which were for other pay-ments unrelated to the law

firm business totaling at least S33.000.

The Respondents claim that they do not have documents, such as law firm invoices or

internal memoranda or notes. showing the number of hours that Grant Lally worked on the cases

X The Respondents contend that questions about how the law firm distributes its income

fall outside the scope of the Act. Response Brief at 21. As the Candidate and Lawrence Lally
chose to use the law firn account as the source of this Congressional campaign, it is
disingenuous for them to now claim that the Commission cannot exaznine and evaluate the
payments made from that source. Indeed, the two Advisory Opinions ("AO's) which the
Respondents themselves cite discuss partnership agreements and the distribution of law firm
income in some detail. S= infra footnote 13 for a discussion of AO's 1978-6 and 1978-58.

9 Respondents cite MUR 4314 for the proposition that an accelerated repayment of a loan,
or the rapid liquidation of an asset, is not evidence of a violation, even if done in the midst of a
campaign. Although that is clearly accurate, as the Respondents themselves recognize, the
reason there was no violation in that matter because the "loan itself was legitimate." V
Brief at 6. In contrast, for the numerous reasons provided in the Brief and this Report, here the
transactions were not legitimate. and the relationship between the timing of the payments and the
Candidate loans and needs is just one of the factors that has bolster that conclusion.

I,.
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for which he was paid. Nor, they claim, is there other contemporaneous documentation showing

that he was entitled to receive that law firm income. Without such documentation, it is unclear

how the Respondents were even able to determine the Candidate's 1994 law firm income for

state and federal tax purposes. When, during their depositions, this Office sought some basis for

the timing and amounts of these 20 payments, Respondents only explanation was that it was

done on an "'ad hoc" basis as Lawrence Lally deemed appropriate. Attachment I I at 5 and 14

((i. Lallv Deposition at 119, L. Lally Deposition at 105-106.)'o

Public court documents reveal that Lawrence Lally, the senior partner with over 35 years

experience, was involved in several estate cases which make up $92,362 of the law firm's total

1994 income of $206,000; Iare .In .&e1 and In R

Throughout the investigation and at their depositions Grant and Lawrence Lallv

claimed that the Grant was entitled to receive, and did receive, essentially all the fees received

for such estate cases. Attachment 11 at 15-16. As discussed in the GC Brief, however, there is

nothing which suggests that the Candidate was entitled to receive the entire fee for the estate

cases, and independent evidence, i.e. court records, that contradict that claim. I I

10 The Respondents have produced some affidavits signed by clients, which they contend
are sufficient to support their claim that the Candidate was entitled to the funds that he received.
See e.g. Attachment 12. As noted in the GC Brief, at most these affidavits establish that the law
firm received the funds in question during 1994, but they do not support the claim that Grant
Lally was entitled to receive $102,892. See GC Brief at 17, n. 16.

11 The Respondents misstate the substance of the affidavit produced by
claiming that she swore that Grant Lally "performed virtually all the legal work on that matter."
Response Brief at 24. Instead, that affidavit merely states that she had "dealings over the course
of several years with the lab4 firm of lally and Lally, Esqs." and had "met with both members of
that firm who worked on my case." Attachment 12 at I.



In their Response Brief, the Respondents now attempt to retreat from that position, and

claim that Grant did not receive the entire $46,730 collected by the law firm in 1994 for the

case. Response Brief at pages 27-28. This assertion, however, is in conflict with

Lawrence Lally's deposition testimony and earlier statements. For example, when questioned at

different times during his deposition, LaTence Lally claimed that Grant was entitled to receive

and did receive the entire fee in the case.

Q: The understanding was that (Grant] would just take the entire fee?
A: fie runs with the ball in the entire case.
......................................................

Q. I(Irantl takes the entire fee?
A: He works on the entire case and handles it.
. . . .I. . . . . .. . . . . . . . . . . . .. . . . .. . . . . . . . .. . . . . . .. . . . . . .

Q The $46.000 payment, any profits from that after paying out your
expenses. would have gone entirely to Grant?

A Yes

Attachment 11 at 15-16 L. L-all, I)epo. at page 132-134).

The Respondents* assertions about the Candidate's law firm income conflict with the

evidence at hand. Although they claim, and the Candidate's 1994 tax return indicates thm he

received

Id Yet

the Candidate's sworn statement to the Commission's initial Subpoena and Order indicates that

he loaned his campaign $74.491 in 1994 from "income" at the law firm. Attachment 9 at 10-11.

Bank records indicate that the funds from ,. hich the Candidate made such payments to the

campaign were provided b% the la%% firm in 1994 Thus, if the Candidate's 1994 feeaal income
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tax return is accurate, his law firm income was not sizable enough for him to loan $74,491 to his

campaign. as he claimed in his sworn statement to the Commission.''

What is most revealing of the manner in which law firm funds were used for the

campaign as deemed necessary, and which directly undercuts the credibility of Grant. Lawrence

and lUte Lally. are the facts related to payments made to the Candidate during 1994 from the law

firm account. See supr p. p. 11- 2. During 1994. the Candidate received $179.892 in law firm

checks signed by l.aTence Laill,. lowever. the Candidate's reported 1994 law firm income was

only $102,892. As the (i( Brief describes in detail, after the Respondents were repeatedly

questioned about the difference between the Candidate's income and the law firm payments they

finally offered an explanation regarding $33.000 of that amount, that $10.000 was for Lawrence

lall% *s purchase of stock in Museum Source. and that $23.000 was for debt owed by Lawrence

and t'te Lallh See Attachment 9) at 24-26. 29-30 and 34. The explanation, however, directly

contradicted prior sworn statements. Attachment 9 at 1 3. 22 and 28. Specifically. in response to

a Commission Order issued the previous year, the Candidate averred that no Museum Source

L The Respondents rely on Advisory Opinions ("AO") 1978-6 [CCH 5300] for the

proposition that compensation by a law firm is not a "contribution" if paid according to the same
compensation scheme in effect prior to candidacy, and AO 1978-58 [CCH 5465] for the
proposition that the "ommission placed no emphasis on billable hours for an attomey/candidate
or other services provided by a law partner in determining the candidate's compensation.
Respondents' reliance on these opinions is misplaced. In AO 1978-6. the Commission did focus
on the number of billable hours the candidate worked, and concluded that if his salary did not
decrease though his time providing legal services did. a "contribution" would result. In addition,
both the Opinion and request made clear that the partnership had a detailed compensation
agreement. In AO 1978-58. the requester only sought to volunteer his time for a Presidential
campaign; he was not loaning alleged law firm proceeds to his own campaign. Although the
Commission approved the law firm partner's request to volunteer for the campaign and
recognized that his salary was not based on billable hours, that law firm had a policy which set
out explicit factors which formed the bases for compensation. Here, in contrast, there was no
policy, other than to disburse funds "ad hoc."



stock was sold in 1994. and Lawrence and ! ite Lally had previously represented that they did not

provide the (andidate with an% checks for loan payments dunng 1994. See (iC Brnef at 22-23.

Attachment 9 at 13 and 28.

It was only after still another written request from this Office. that documents related to

the alleged payments totaling $33.006) were first produced. including an undated stock certificate

indicating that Lawrence Lall, owned the stock in Museum Source" and an alleged "payoff

letter- regarding $.23.00) paid by Lawrence and Ute Lally. Attachment 9 at 37. 41-44. Most

signiticantl,. the Response Brief never addresses these contradictor' statements or the failure to

produce documentation sought by Subpoenas and their representations that such documents did

not exist. The Response Brief. therefbre. does nothing to rehabilitate the credibility of those

Respondents to whom the (ommission's Subpoenas and Orders were addressed: Grant Lally,

l.awrence Lallv and I'te Lall%. Ihe Respo~ndents" actions with respect to the $33,000 raise a

serious credibility issue. casting doubt upon their claims regarding all the other payments in

question as well.

In addition, despite being questioned on several occasions, the Respondents have been

unable, or unwilling, to inform the Commission which of the 21 law firm payments made to

Grant Lally during 1994 even relate to the $33,000. Thus, the $33,000 is completely

indistinguishable from the alleged stream of law firm income. The failure to distinguish between

the alleged sale of the stock and loan payments and alleged law firm income is further evidence

3 The Respondents do not contest that capital gains tax was not paid on the gain that the

Candidate would have realized in connection with the alleged 1994 sale of stock in Museum
Source if it were in fact a bona fide transaction.



that the law firm payments were not bona fide income, but rather that the Respondents u.d the

lia\ finn account to fund the L.all campaign as needed.

5. Payments to Teresa White

Teresa White was reported to have been the Grant LallY's campaign's manager in the

Spring of 1944. and she was paid b% the laN, firm for her services. The L.ally campaign did not

repo'rt an. contributions from the lay, firm related to payment fbr her services After questioning

the Respondents about Ms. White), ser' ices at their depositions. they acknowledged that the law

firm paid $3.(800 to her during l9)4 and produced copies of the payment checks Attachment 13

at I Respondents. however, assert that Ms. White was hired as an attorney for the law firm and

the payments "were made before Grant l.all% decided to run for Congress. and thus were not

contributions~ from the la,.k, firm Resprnse Brief at 32-33.

[he Respondents' assertions conflict with their testimon% and documentary evidence.

Although Lawrence Lall% initialls asserted that Ms. White's service was for the law firm, he

finally acknowledged that "[ujltimately. it would have been for the campaign, yes." Attachment

11 at 19 (Depo. of L. Lally Depo at 1451 Ms. White asserts that she was hired to assist the

campaign. and a letter from her to the Candidate. dated March 22, 1994, aid produced by the

Respondents themselves, supports that assertion. Attachment 13 to 2-7.14 By May of 1994, the

Candidate opened the campaign account and funded it with $100,000. Attachment 3 at 1. Thus,

at that point, he was a "candidate" under the FECA. and even if he had been merely "testing the

waters" prior to that time. once he became a candidate, the payments to Ms. White were

14 The letter, which pre-dates the payment of most of the funds at issue, focuses entirely on
a proposal that she be hired as campaign manager and provide traditional campaign services, i.e.,
**day to day operations of all campaign headquarters." Attachment 13 at 2-3.
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"%contributions'" and should have been reported. S 2 U.S. C. § 431(2) and I I C.F.R.

100 71h) I 0lan indi%, dual beconmes a candidate, the funds received arc contributions subject to

the reporting requirements). = al.oi A() 1985-40 (once becoming a candidate, in-kind

contributions must also he reported) Thus. the payments to Ms. White constitute an unreported

and excessive contribution to the L.all, campaign. Moreover. these payments are further

e,, idence that the la%% firm account was used as needed to fund the Lally campaign without regard

it) the Act's contribution limitations and reporting requirements.

6. Kno ing and NN illful Nature of the Violations

[he Respondents offer nothing w,'hich conflicts with the evidence establishing that the

funds flow, ed freelN to the campaign from LawTence and Ute Lally in knowing and willful

Siolation of the Act Although the Response Brief sets forth a number of reasons why the

Respondents bel,\ ec that the ' iolations were not knowing and willful, they all lack merit. First,

the\ contend that the (andidate's funneling the funds through his own account before near

immediate deposit in the campaign account %%as the result of a desire to "ensure the use of

personal funds." Response Brief at page 34 Simply depositing funds derived from others

through a candidate's personal account does not make such funds "personal" as it does not

change the fact that they came from others. In this case, from the smn of the evidme a&d -iud.

including the claims about the alleged transactions at issue, the lack of docunntation, the

apparent post hoc creation of documents and the inconsistent testimony, it is more reasonable to

infer that the Respondents passed the funds through the Candidate's account in attempt to make

them appear ""clean."



0 0
18

Second, the Respondents take issue with the conclusion that the knowing and willful

nature of the violations can be inferred from the tact that the Candidate, Lawrence and Ute Lally

are all members of the legal profession, and that they are aware of the contribution limitations.

They assert that merely being an attorney does not "'ipso facto" establish knowledge of federal

election law. Response Brief at 34. As previously discussed, the failure of these experienced

attorneys to create documentation and, or even notations on checks/check registers setting forth

the bases of payments used as the maJor financial source of this Congressional campaign is itself

evidence oran intent to conceal the true purpose of such payments and reveals an awareness of

the statute's contribution limitations. Even if any of the payments were related to the sale of

assets, as claimed, the failure to create documentation and to comply with tax requirements is

similarl% evidence of an intent to conceal the terms of the transactions.

fhird. the Respondents argue that the evidence that Lawrence Lally. then treasurer of the

l-all , campaign. and t te Lall, obtained loans for purposes other than what they informed the

lending institutions does not show that the violations were knowing and willful. Response Brief

at 35, The, do this b% again contesting that the loans were actually taken to fund the campaign,

claiming that they were taken to purchase the 2/3 interest in Bantam Place. Yet, as we have

already shown, there was no bona fide sale of Bantam Place in 1994. and even if ther had ben,

the payment was an "advance" and the price paid for the Candidate's encumbered interest was

excessive.

Moreover. if the loans had actually been for the purchase of Bantam Place, it is unclear

why the Respondents did not inform the banks on their loan applications ther than asserting

that they were for other purposes. i.e., home improvement, business loan. Indeed, the bank



applications were yet another place in which there would have been a record of the alleged

Bantam Place real estate transaction, if there had been a bona fide sale. In any event, the

Respondents have essentially acknowledged that the home improvement loan, which yielded

$48.000. was obtained to fund the campaign when they claim in the Response Bnef that other

than signing the loan documents. I 'te Lally was not involved in obtaining it because she is

prohibited from participating in "'partisan plitics." Response Brief at 6 n. 6 (emphasis added).

Fourth. the Respondents dispute that the history of document production in this matter

demonstrates their knowledge that the ,v iolations were knowing and willful. mistakenly claiming

that there is little in the way of admissible evidence supporting this charge. In making this

assertion, the Response Brief ignores that the Respondents provided answers and produced

dxuments that directi, contradict earlier signed and sworn statements.

The Response Brief offers nothing to refute the conclusion that the law firm's account

and tunds were used to meet the needs of the campaign. in knowing and willful violation of the

Act. It is true that because the Respondents have not produced any documentation establishing

that Grant Lally was entitled to the amount of income that he received, it is not possible to

determine which of the 20 of the 21 payments from the law firm may have been for bona fide law

firm income. How -ver, simply because some of the payments made to the Candidate during

1994 may have been for bona fide income does not mean that most or all of them were

legitimate. Indeed, the Respondents' failure to create and maintain (or produce in response to the

Commission's Subpoenas) ordinary business documents and tax records related to their

payments that funded Grant Lally's campaign leaves them unable to credibly explain or

demonstrate that any of the payments were legitimate.



In a footnote. Respondents argue that there is no evidence that I Jte Lally was involved

in obtaining the $48,000 that was provided to the Candidate on May 21 and which was part of

the $100.00 contributed to the campaign on May 24. 1994. Response Brief at 6. n. 6. Bank

documents obtained during the investigation indicate that Judge Lally. along with her husband

Lawrence, applied fbr and received the loan from Home Federal Savings. A check evidencing

the loan. totaling $49.580 and dated Ma, 19. 1994. was issued to her and Lawrence Lally.

Attachment 2 at 3-5 The proceeds of that loan were the source of the funds provided to the

Candidate b% check dated May 21. 1994. which was deposited in the Candidate's account and
was part of the S 100.000 loan made to the [ally campaign on May 24. 1994 Attachment 2 at

I - Attachment 9 at 10. Thus. despite their assertions, lUte Lally. along with Lawrence Lally.

provided the $48.000 which resulted in the contribution in question.

Although Judge Lally claimed not to have any knowledge regarding the purpose of the

loan. given the amount of the loan, her financial stake in such a loan and her own knowledge

of the law, that claim is simply not credible. Moreover. while Judge Lally claimed that her

husband handled all the finances, under New York State law, a judge must annually disclose

any interests in real estate with a value in excess $ .000, held by such judge or his or her

spouse during any time within the calendc- year. Thus, Judge Lally had an affirmative duty to

report any real estate holdings such as Bantam Place. However, while Judge Lally's 1994 and

1995 financial statements disclose various real estate investment properties held by her

husband and/or herself, and she signed the documents for the loan that funded the alleged

purchase of Bantam Place, neither of those financial statements disclose any interest in

Bantam Place. Attachment 14 at 2-3. 5-6. The failure to report the interest in Bantam Place is



further evidence that there was no bona fide purchase. and that the violation was knowing and

,illful. In addition, there is no dispute that Judge Lally issued the $18,000 check to the

Candidate which was also used by him to loan the campaign $100,000 on May 24, 1994,

In summary. there was a concerted and deliberate attempt to disguise the illegality of

the numerous payments made to the campaign by LawTence Lally. I Ite Lally and the law firm.

and to pass them off as legitimate business transactions. However. even assuming arguendo

that some of the payments were related to the Candidate's interest in Bantam Place and the

automobile, such payments would constitute illegal contributions in the form of an 'advance-

or -loan" and in the case of the real property. for an amount far in excess of its 1994 market

value. Moreover. even under this assumption, the failure to create (or produce during this

in% estiLgation ) documentation or notations on checks used to finance this Congressional

campaign. the funneling of the funds through the Candidate's account, the omission to report

and pay taxes that w~ould have disclosed the terms of the transactions, and finally the

contradictor, testimony from the Respondents and production of documents that they

pre% iously testified did not exist, all show the Respondents' attempt to conceal the facts and

terms related to the payments, and provide a compelling inference that the violations were

knowing and willful. See United States y. Hopkins, 916 F.2d 20" 214-15 (Sth Cir. 1990).

For the foregoing reasons, this Office recommends that the Commission find probable

cause to believe that Grant Lally knowingly and willfully violated 2 U.S.C. § 441a(f), and that

Lawrence M. Lally. Ute W. Lally and Lally and [ally, Esquires, knowingly and willfully

violated 2 U.S.C. § 441a(aX I)(A). This Office also recommends that the Commission find

probable cause to believe that Lally for Congress knowingly and willfully violated



2 U.S.C. §§ 441adf) and 434(b) and that Dawn Fasano. treasurer of the Lally campaign.

violated 2 [ ".S." §§ 441a(f)and 4341b).'

B. MURA432

MUR 4362 involves the Candidate's failure to timely file his statement of candidacy for

1996, and various reporting errors by the L.ally campaign. The Respondents Grant Lally and

the L.ally campaign acknowledge the reporting errors, but dispute filing an untimely Statement

of ('andidac,. claiming that the% have corrected the violation by amending their reports. As

noted in the (iC Brief. during 1995 the Lally campaign accepted contributions totaling

$19.681. The campaign's disclosure reports did not indicate that such contributions were for

1994 debt retirement, but the Lally campaign claimed they were used for that purpose. There

is no indication that the Respondents obtained written statements from the contributors within

60 days of receipt designating the contributions to 1994 debt payment. as is required for

contributions recei ved after an election cycle. S= I I C.F.R. § 110. 1(b). Thus. such

contributions are considered to be for the next election cycle. and. as Grant Lally accepted

contributions in excess of $5.000 for the 1996 election cycle during 1995. and did not file his

Statement of Candidacy until June of 1996, he has violated 2 U.S.C. § 432(e). Contrary to the

Respondents' suggestion, simply amending the disclosure reports does not correct this

violation. Response Brief at 36 Thus. this Office recommends that the Commission find

15 Because Ms. Fasano was not the treasurer at the time in question, this Office does not
recommend that the Commission find probable cause to believe that the violations by her
were knowing and willful.
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probable cause to believe that Grant M. Lally violated 2 U.S.C. § 432(e)(1), and that the [~ally

campaign and its treasurer violated 2 U.S.C. § 434(b).

i1. DIRCUSSION OF PROBARiS CAUSE CONCILIATION



mV BRL(QMMENDAI1QNS

I. Find probable cause t) believe that Grant M. Lally knowingly and willfully violated

2 1.S.C. § 441a(f).

2 Find probable causc to believe that Lawrence M. Lally knowingly and willfully

violated 2 t '.S.C. § 441a(a)(I )(A)

Find probable cauwc to believe that Ute W. Lally knowingly and willfully violated

21 S( k441a(a)(l)(A)

4 Find probable cause to believe that Lally and Lally, Esquires knowingly and

willfully violated 2 1'.S ," § 441 a(a)(1 )(A).

5 Find probable cause to believe that Lally for Congress knowingly And willfully

violated 2 V.S.C. §§ 441af 1) and 434(b).

6 Find probable cause to believe that Grant M. Lally violated 2 U. S.C. § 432(e).

- Find probable causc t, believe that Dawn M. Fasano, as treasurer of Lally for

('ongress, violated 2 U.S (" 441a(f) and 434(b).

X Approve the attached conciliation agreement.
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( Appro've the appropriate letter.

I)ate Lawrence M. Nobe
General Counsel

Attachments:

I Response Brief
2 Checks and documents related to $116.000 in payments
3 Checks evidencing alleged candidate loans to committee
4. Alleged deed for Bantam Place (unrecorded and un-notarized)
5. Recorded and notarized deed for the 1994 conveyance of Candidate's Oyster Bay property
6 Documents related to Candidate's 1995 sale of Bantam Place
7. Affidavit of K. Goldstein. CPA
8 Documents related to 1995 sale of Corvette
9. Subpoenas and responses related to $33.000
10. Law firm checks to Grant Lally totaling $179.892
11 Deposition transcripts from Grant and Lawrence Lally (excerpts)
12 Affidavits for laix firm clients
13 Documents from Teresa White
14 1;te Lally financial disclosure statements (1994 and 1995)
15. Conciliation Agreement

Staff Assigned: Xavier K. McDonnell
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FEDERAL ELECTION COMMISSION
Washington DC 20463

MEMORANDUM

TO LAWRENCE M NOBLE
GENERAL COUNSEL

FROM MARJORIE W EMMONS/LISA DAVI 4*

COMMISSION SECRETARY

DATE NOVEMBER 12, 1997

SUBJECT MUR 4128/4362 - General Counsel's Report

The above-captioned document was circulated to the Commission

on Thursday, November 06, 1997

Objection(s) have been received from the Commissmner(s) as

indicated by the name(s) checked below

Commissioner Aikens

Commissioner Elliott

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas xxx

This matter will be placed on the meeting agenda for

Tuesday. December 02. 1997.

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

A



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 4128 AND KUR 4362

Lally for Congress
and Dawn Fasano, as treasurer;)
Grant M. Lally; )
Lawrence M. Lally; )
Ute W. Lally

CERTIFICATION

I, MarJorie W. Um ons, recording secretary for the

Federal Election Commission executive session on December 2,

1997, do hereby certify that the Commission decided by a

vote of 4-1 to take the following actions with respect to

MUR 4128 and MUR 4362:

1. Find probable cause to believe that
Grant M. Lally knowingly and willfully
violated 2 U.S.C. I 441a(f).

2. Find probable cause to believe that
Lawrence M. Lally knowingly and
willfully violated 2 U.S.C.
I 44la(a)(1)(A).

3. Find probable cause to believe that
Ute W. Lally knowingly and willfully
violated 2 U.S.C. I 441a(a)(1)(A).

4. Find probable cause to believe that
Lally and Lally, Esquires knowingly
and willfully violated 2 U.S.C.
I 441a(a)(1) (A).

(coatinuod)



Federal Election Comission Page 2
Certification for KUR 4128
AND KUR 4361

December 2, 1997

5. Find probable cause to believe that
Lally for Congress knowingly and
willfully violated 2 U.S.C. 55 441a(f)
and 434(b).

6. Find probable cause to believe that
Grant K. Lally violated 2 U.S.C.
1 432(e).

7. Find probable cause to believe that
Dawn K. Fasano, as treasurer of Lally
for Congress, violated 2 U.S.C.
11 441a(f) and 434(b).

8. Approve the conciliation agreement
attached to the General Counsel's
November 5, 1997 report.

9. Approve the appropriate letter as
recoenended in the General Counsel's
November 5, 1997 report.

Comissioners Zlliott, McDonald, KeGarry, and Thomas

voted affirmatively for the decision; Comissioner Aikens

dissented.

Attest:

Date - .
Sec etary of the Cimission
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FEDERAL ELECTION COMMISSION
W DC 20463

December 4, 1997

&AAND DELIVERY

Benjamin L. Ginsberg, Esquire
Patton, Boggs, LLP
2550 M Street, NW
Washington, DC 20037-1350

RE: MUR 4128 &MUR 4362
Grant M. Lally
Lally for Congress and
Dawn Fasano, as treasurer
Lawrence M. Lally
Ute Wolff Lally
Laily & Lally, Esquires

Dear Mr. Ginsberg:

After considering the analysis in the General Counsel's Brief and the arguments in the
Response Brief which you submitted on behalf of your clients in the above-captioned matter, on
December 2, 1997, the Federal Election Commission made probable cause findings in MURs
4123 and 4362. Specifically, in MUR 4128 the Commission found that there is probable cause
to believe that Grant M. Lally knowingly and willfully violated 2 U.S.C. § 441a(f), that Lally for
Congress knowingly and willfully violated 2 U.S.C. §§ 441a(f) and 434 and that Lawrence M.
Lally, Ute Wolff Lally and Lally and Lally, Esquires knowingly and willfully violated 2 U.S.C.
§ 441 a(aX I XA). The Commission also found probable cause to believe that Dawn Fasano,
treasurer of Lally for Congress, violated 2 U.S.C. §§ 441a(f) and 434. With repect to MUR
4362, the Commission found probable cauw to believe Grant Lally violated 2 U.S.C. 1 432(e)
and that Lally for Congress and its treasurer violated 2 U.S.C. § 434(b).

The Commission has a duty to attempt to correct such violations for a period of at least

30 days and no more than 90 days by informal methods of conference, conciliation, and
persuasion, and by entering into a conciliation agreement with a respondent. If we are unable to
reach an agreement after 30 days. the Commission may institute a civil suit in United States
District Court and seek payment of a civil penalty.



MURs4128 &4362 0 0
Lettor to Ben Ginsberg Esquin
Page 2

Enclosed is & conciliation agreement that the Commission has approved in settlement of
this matter. If you agse with the provisions of the enclosed agreement, please sign and return it,
along with the civil pelty, to the Commission within ten days. I will then reconend that the
Commission accept the agremeP. Please make the check for the civil penalty payable to the
Fedea Election Commission.

If you have any questions or suggestions for changes in the enclosed conciliation
agreement, or if you wish to arrange a meeting in connection with a mutually satisfactory

conciliation agreement, please contact Xavier K. McDonnell, the attorney assigned to this matter,
at (202) 219-3400.

/ / Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION

Washington, DC 20463

VIA FAX and FIRST CLASS MAIL

Benjamin L Ginsberg, Esquire
Patton, Boggs, LLP
2550 M Street, NW
Washington, DC 20037-1350

December 19, 1997

RE MUR 4128 & MUR 4362
Grant M Lally
Lally for Congress and
Dawn Fasano, as treasurer
Lawrence M Lally
Ute Wolff Lally
Lally & Lally, Esquires

Dear Mr Ginsberg

On December 4, 1997, you were notified that the Federal Election Commission found
probable cause to believe that your clients in the above-captioned matters violated various
provisions of the Federal Election Campaign Act of 1976, as amended On the same date, you
were sent a conciliation agreement offered by the Commission in settlement of this matter.

It has now been 15 days since you were notified of the Commission's findings and were
presented with the proposed agreement, and we have not received any responn from you. Plas
note that pursuant to 2 U S C § 437g(aX4XA(i), the conciliation period in this mattr may not
extend for more than 90 days, but may cease after 30 days. If your clients wish to conei these
matters, they should respond to the Commission's proposal so that we might bei negotiaI:s.

If you wish to reach me by telephone, I can be reached at (202) 219-3400

Sincerely,

Xavier K McDonnell
Attorney



In the Matter of

Lally for Congress
and Dawn Fasano, as
Grant M. Lally
Lawrence M i.ally
lUteW Lally

r.UERALr -, .

BEFORE THE FEDERAL ELECTION COMMISS1W :i.. 

) ), SENSITIVE
treasure ) ' 1vB i "I R

) MUR 4362

GENERAL COUNSEL'S REPORT

I. BACK(ROUN D

On March 12, 1998, the Commission approved a counterproposal in the abovecwaioned

matters for Grant M Lally, Lally for Congress and its treasurer ("Lally cmanign"), Lawrace

Lally, Ute [ally, and Lally and Lally, Esquires ("law firm") ("Respondents"). The Commission

also determined to give the Respondents ten days to submit an acceptable agreement. Attached

for the Commission's consideration is a signed agreement which this Office rmmnds that the

Commission accept Attachment I

I!. CONCILIATION DISCUSSION

treasurer
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There were three additional respondents notified of the complaint in this matter Tn

County of Huntington, Inc., Tom Ballau and Craig Lally The Commission found reason to

believe that Tri-County of Huntington, Inc , violated Section 441b(a) by making a corporate

contribution to the LaUy campaign in the form of office space. The 4vtam revealed that

Tri-County is bankrupt, and although a response was filed on behalf of the corporation by

Lawrence Lally as counsel, it left unresolved whether a corporate -otrtiou was made. In any

event, this Offle rcouends that the Commission take no fiithe action apint Tri-County of

Huntington, Inc. Regarding Tom Ballau and Craig Lally, the Commission did not make findings

against them, and like the other respondents, they will be notified of the closure of these matters.

In light of all the above, this Office recommends that the Commission close the files in MUR 4128

and 4362

Iil. RECOMMENDATIONS

I Accept the attached conciliation igrcement



0

Take no further action against Tri-County of Huntington, Inc

Approve the appropriate letters.

Close the files in MUR 4128 and MUR 4362.

Lawrence M Noble
General Counsel

Date

S:aff Assigned Xavier K McDonnell

Attachment

Signed conciliation agreement

Associ-e General Counsel



BEFORE THE FEDERAL ELECTION CONKIOssON

In the Matter of

Lally for Congress
and Dawn Fasano, as treasurer;
Grant M. Lally;
Lawrence M. Lally;
Ute W. Lally.

MURs 4128 & 4362

CERTIFICATIQN

I, Marjorie W. Eons, Secretary of the Federal Election

Commission, do hereby certify that on March 31, 1998, the

Commission decided by a vote of 5-0 to take the following

actions in MURs 4128 & 4362:

1. Accept the attached conciliation agreement,
as recommended in the General Counsel's
Report dated March 25, 1998.

2. Take no further action against Tri-County of
Huntington, Inc.

3. Approve the appropriate letters as
recounended in the General Counsel's Report
dated March 25, 1998.

(continued)

I



Federal Election Commission Page 2

Certification for MURs 4128 & 4362
March 31, 1998

4. Close the file in MUR 4128 and MUR 4362.

Conmissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

Date Ma oe W. ons
Secreta of the Comission

Received in the Secretariat: Thur., March 26, 1998 11:52 a.m.
Circulated to the Commission: Thur., March 26, 1998 4:00 p.m.
Deadline for vote: Tues., March 31, 1998 4:00 p.m.

vfv



FEDERAL f (FC[ION (OMMISSION
AAHiONjON 0( ?0461

April 1. '998

CERTIFIED MAIL
RETURN RECEiiT REOUESTD

Claudia Doliner
14 Andover Road
Port Washington, NY 11050

RE MUR 4362
Grant Lally el a/

Dear Ms Doliner

This is in reference to the complaint which you filed with the Federal Election Commiionon May 14, 1996 concerning Grant Lally, el at

After conducting an investigation in this matter, the Commission lbun that thwe was
probable cause to believe t violations occured OnMarch 31, 1998, a signed by the respondn was accepted by the Commussion, thereby , u the muggerAccordingly, the Commission dosed the file " this matter A copy of this foe.,- a OKledfor your information Please note that the aeemnt includes MUR 4128, ano hu •gginvolving some of these respondentj which is also closed.

If you have any qutioM, ple contact me at (202) 694-1650.

Sincerely,

\'cp i .! "' -/
y14 ' /

avier K. McDonnell
Attorney

Enclosure
Conciliation Agreement

.... :



F!DERAI. ELCTION COMMISSION
WAS)HIN(;TON 

( 2046,

CERTIFIED MAILR ..... RECEIPl REq ESTED

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

April 1, 1 99R

RE MUR 4362
Grant Lally et al

Dear Mr Szarejko

This is in reference to the complaint whichon May 14, 1996 concerning Grant Lally, eial

After conductir an investigation m- this matter, the

probable cause to believe that violations occur On CoMarh3s1i, 9,on ci1,*jt ,1 ~

sisned by the respo, d, e--s 
199s oaur e , __ 

w.f u d t a s r
• - . , w sO 

n M a r4 c h 3 1 , !o n i i t o 9 9 8 • w a

Accrdby the o s accepted by the Comnin.s.-, thereby conclitiner
. ord , the Com , 3 dJos the fie in this matterA co cldo he a m e .. ,,,

for your ifornlation. Plese note that the u include M f 41 28., is enclosed
involvin some of these respondents which is also closed .... 412", anther mater

If you have any questions, please contact me at (202) 694-1650.

Xavier K. McDonnell
Attorney

Enclosure
Concijjhon Agreement

You filed with the Federal Election Commi,,,,..
ki j

1 ;41 "



1 FEDERA IIFCTION (()MMISSION

April 1. 1998

CERTIFIED MAil
RETURN RECEIPT REQUESTED

Emily Rose DeGregorio
14 Bob-O-Link Lane
Nonhport, NY 11768-3305

R1- MUR 4362
Grant Lally et al

Dear Ms DeGregorio

This is in reference to the complaint which you filed with the Federal Election Commissionon May 14, 1996 concerning Grant Lally, el al

After conducting an investigation in this matter, the Commission found that there wasprobable cause to believe that violations occurred On March 31, 1998, a conciliation agreementsigned by the respondents was accepted by the Commission, thereby concluding the matter.Accordingly, the Commission closed the file in this matter A copy of this ap'eemet is enclosedfor your information. Please note that the agreement includes MUR 4128, aotha r matteinvolving some of these respondAents which is also closed

If you have any questions, please contact me at (202) 694-1650.

Sincerely,

7 7
Xavier K McDonnell
Attorney

Conclation Agreement
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

April 1, 1998

VIA HAND DELIVERY

Benjamin L. Ginsberg, Esquire
Donald F. McGahn II, Esquire
Patton, Boggs, LLP
2550 M Street, NW
Washington, DC 20037-1350

RE: MUR 4128 & MUR 4362
Lally for Congress, et al

Dear Messrs. Ginsberg and McGahn:

On March 31, 1998, the Federal Election Commission accepted the signed conciliation
agreement submitted on your clients' behalf in settlement of violations of 2 U.S.C. § 441 a, 434
and 432(e), provisions of the Federal Election Campaign Act of 1971, as amended ("the Act").
Also note that the Commission did not take any action, or took no further action, against other
respondents in MUR 4128-Craig Lally, campaign manager Tom Ballau and Tri-County of
Huntington (the latter who was represented by Lawrence Lally). Accordingly, the file has been
closed in these matters as to all respondents.

The confidentiality provisions at 2 U.S.C. § 437g(aX12) no longer apply and these
matters are now public. In addition, although the complete files must be placed on the public
record within 30 days, this could occur at any time following certification of the Commission's
vote. If you wish to submit any factual or legal materials to appear on the public rcord, please
do so as soon as possible. While the files may be placed on the public acd e cving
your additional materials, any pmiible missions will be added to te p ecod upon
receipt. Information derived in connection with any conciliation attem will not become public
without the written consent of the respondent and the Commission. %M 2 U.S.C.
§ 437g(a)(4)(B). The enclosed conciliation agreement, however, will become a part of the public
record.

Enclosed you will find a copy of the fully executed conciliation agreement for your files.
Please note that the initial payment on the civil penalty is due within 5 days of the conciliation
agreement's effective date. If you have any questions, please contact me at (202) 694-1650.

Sincerely,

Attorn y

Endosure



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Grant M. Lally ) MJR 4128
Lally for Congress ) MIJR 4362
Dawn Fasano, as treasurer )
Lawrence M. Lally
Ute W. Lally
Lally and Lally, Esquires )

CONCILIATION AGREEMENT

These matters were initiated by complaints filed by the Democratic Congressional

Campaign Committee and Claudia Doliner. Chet Szarejko and Emily Rose DeCGegorio, and by

the Federal Election Commission in the normal course of carrying out its supervisory duties.

2 U.S.C. § 437g(a)(2). In MUR 4128, the Commission has found probable cause to believe that

Grant M. Lally knowingly and willfully violated 2 U.S.C. § 441a(f), that Lally for Congress

knowingly and willfully violated 2 U.S.C. §§ 44 la(f) and 434(b), that Dawn Fasano, as treasurer

of Lally for Congress, violated 2 U.S.C. §§ 441a(f) and 434(b) and that Lawrence M. Lally, Ute

W. Lally and Lally and Lally, Esquires, knowingly and willfully violated 2 U.S.C.

j 441a(aXIXA). In MUR 4362, the Commission found probable cause to believe t Gnt M.

Lally violated 2 U.S.C. § 432(e) and that Lally for Congress and Dawn Fasano, as treas=e,

violated 2 U.S.C. § 434(b).

NOW, THEREFORE, the Commission and the above-identified respondents

("Respondents"), having duly entered into conciliation pursuant to 2 U.S.C. § 437g(aX4XAXi).

do hereby agree as follows:



U

I.

this proce(

11.

should be

[if

agreement

IV

I.

district in

candidate'

committet

1

eding.

'he Commission has jurisdiction over the Respondents and the subject matter of

Respondents have had a reasonable opportunity to demonstrate that no action

taken in this matter.

That Respondents, to avoid the expense of litigation, enter voluntarily into this

with the Commission.

[he pertinent facts in this matter are as follows:

Grant Lally ("candidate") was a candidate in New York's Fifth Congressional

1994 and 1996. Lawrence M. Lally is the candidate's father. Ute W. Lally is the

s mother.

Lally for Congress ("Lally campaign") is the candidate's authorized campaign

3. Dawn Fasano is treasurer of Lally for Congress. From May 24, 1994 through

November 1, 1995, Lawrence M. Lally was the treasurer of Lally for Congres.

4. The candidate and Lawrence M. Lally are partners in the two-ammbe, fumily law

firm of Lally and Lally Esquires ("law firm").

5. The Federal Election Campaign Act of 197 1, as amended (the "Aca" or the

"FECA") limits the amount that persons may contribute to any candidate or his or her authorized

political committee. 2 U.S.C. § 441a(aXIXA). Candidates and political committees a

prohibited from knowingly accepting contributions in excess of the limitation of Section 441a.

2 U.S.C. § 441a(f).

-2-
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6. The term "contribution" 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 1.S.C. § 431(g)(AXi).

7. Each political committee and treasurer must file disclosure reports, and such

rcports must disclose the identification of each person who makes a loan to that committee.

2 ( S.C. §§ 434(a)( 1) and 434(bX3XE). Each disclosure report filed must state the amount and

nature of outstanding debts and obligations owed by or to that political committee. 2 U.S.C.

§434(b)(8). Debts and obligations must be continuously reported until extinguished. I I 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. I I C.F.R. § 104.1 l(b).

8. The knowing and willful standard requires knowledge that one is violating the

law. Federal Election Commission v. John A. Dramesi for Congress Committee, 640 F. Supp.

985 (D. N.J. 1986).

9. Grant Lally ran in the 1994 Primary election for New York's Fifth Congessional

District held on September 13, 1994, and in the General election held on November 8, 1994.

10. During 1994, Grant Lally reported making loans totaling $319,991 to the Lally

campaign.

11. From May through October, 1994, LawTence Lally issued checks and transferred

funds to the candidate, totaling $I 16,000. Specifically, [.awrence Lally issued to the candidate a

$25,000 check on May 3, 1994, a $48,000 check on May 211. 1994. and a $30,000 check on

October 19, 1994. Lawrence Lally also authorized a S13.0 ) transfer to Grant Lally's personal

-3-
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account on October 24, 1994. All of the payments were provided to the candidate within days of

receipt and then deposited in the account of the L.ally campaign. The 1Lally campaign reported

the source of the loans as the candidate's "personal funds" Such funds were contributions to the

candidate and the Lally campaign from Lawrence [ally which exceeded the limitations of the

Act.

12. On May 4, 1994, Lawrence lally authorized payment of'$18,000 to the candidate

from an account in which Utte Lally had an interest i he $18,000 was part of the $100,000 the

candidate reportedly loaned to the Lally campaign on May 24. 1994, and reported as a loan from

the candidate's "personal funds." The $18,000 payment vas a contribution to the candidate

which exceeded the limitations of the Act.

13. During 1994, the candidate received payments totaling $136,892 from the law

firm. At least $74,491 of the amount received by the candidate from the law firm during 1994

was loaned to the campaign, and reported as deriving from the candidate's "personal funds."

Such funds were a contribution to Grant Lally and the Lally campaign from Lawrence Laily

which exceeded the limitations of the Act.

14. Documents obtained from the public record and/or produced by the resposdent

indicate that the candidate purchased a 2/3 interest in real property located at 1527 Bmau Place

in the Bronx, New York ("Bantam Place property") The Respondents contend that the payments

totaling SI 16,000 referenced in paragraph I I were for L.awrence Lally's purchase of Grant

Lally's 2/3 interest in the Bantam Place property. The Respondents also contend that the $18,000

referenced in paragraph 12 was for Lawrence [ally's purchase of Grant [ally's Corvette.

-4-
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15. The evidence adduced throughout investigation demonstrates that the violations

by Lawrence Lally and Lally for Congress in MI IR 4128 were knowing and willful. The

knowing and wilful nature of these violations is evidenced by the funneling of payments through

the candidate's account, the failure to create documents and/or any notations related to the

payments and the submission of contradictory and inaccurate information to the Commission.

16. The FECA requires each candidate tfr Federal office (other than the nominee for

the office of Vice President) to designate in writing his or her authonied campaign committee.

2 .S.C. § 432 (e( I). Such designation shall be made no later than 15 days after becoming a

"candidate." Id. See also I I C.F.R. § 101. 1 The Act defines a candidate as an individual who

seeks nomination for election, or election, to Federal office, and an individual is deemed to be a

candidate if, inter alia. such individual has receied contributions aggregating in excess of

$5,000 or has made expenditures aggregating in excess oft$5.000. 2 U.S.C. § 431(2XA).

17. 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 during the second six months. As Grant Lally accepte

contributions in excess of $5.000 by 1995. but did not file his Statement of Candidacy ui

June 3, 1996, he violated Section 432(e).

18. During 1994 and 1995, the l.ally campaign reported a debt of $3,065 to N.S.

Pedersen Co. for "printing." but later omitted it and acknowledged that such debt "never existed,

and was mistakenly reported" [)uring 1995. the i.ally campaign reported payments totaling

$4,578 to Thomas Ballau for "consulting fees" Such debt was incurred in connection with the

-5-
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1994 election, but it was never reported at any time during 1994. Thus, the L.ally campaign and

its treasurer have filed inaccurate disclosure reports.

V. I. Lally for Congress knowingly and willfully violated 2 U.S.C. § 441 a(f) by

accepting contributions that exceeded the limitations of the Act and 2 U.S.C. § 434(b) by

repNrting loans as if they were derived from the candidate's personal funds when they were

actually contributions from other persons and by failing to report payments for in-kind services

tor the Lally campaign.

2. Lawrence M. Lally knowingly and willfully violated 2 U.S.C.

§ 441 a(ax M 1A) by making contributions that exceeded the limitations of the Act.

3. Grant M. [.ally violated 2 V.S.C. § 441a(f) by accepting contributions that

exceeded the limitations of FECA.

4. Dawn Fasano, treasurer of the [ally campaign, violated 2 U.S.C. § 441 a(f)

bN accepting contributions that exceeded the limitations of the FECA and 2 U.S.C. § 434(b) by

reporting loans as if they were derived from the candidate's personal funds when they were

actually contributions from other persons.

5. Grant M. Lally violated 2 U.S.C. § 432(e) by fading to timely file his

Statement of Candidacy.

6. Lally for Congress and Dawn Fasano, as treasurer, violated 2 U.S.C.

§ 434(b) by failing to accurately disclose debts incurred in connection with the 1994 election

cycle

VI. I. Respondents will pay a civil penalty to the Federa Electio Commission

in the amount of lwo Hundred Eighty Thousand Dollars ($280,000.00) pursuant to 2 U.S.C.
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§ 437g(aX5XA), and payable as follows: $20,000. payable within 5 days of the effective date of

this Agreement; and the remaining balance within 180 days of the effective date of this

Agreement.

2. Respondents will amend their reports so as to properly disclose the source

ofall loans and other contributions at issue in MUJR 4128 and all debts at issue in MUR 4362.

VII. The Commission, on request of anyone filing a complaint under 2 U.S.C.

§ 437ga)( I) concerning the matters at issue herein or on its own motion. may review compliance

with this agreement. If the Commission believes that this agreement or any requirement thereof

has been violated, it may institute a civil action for relief in the United States District Court for

the District of Columbia.

VIII. This agreement shall become effective as of the date that all parties hereto have

executed same and the Commission has approved the entire agreement.

IX. Respondents shall have no more than 180 days from the date this agreement

becomes effective to comply with Section VI (I) of this agreement and no more than 30 days to

compl, with Section VI (2) of this agreement and implement the requirements contained in this

agreement and to so notify the Commission.

X. This Conciliation Agreement constitutes the entire agreemea betwee put on

the matters raised herein, and no other statement, promise. or agreement, either written or oral,

made by either party or by agents of either party, that is not contained in this written areement

shall be enforceable.

-7.



FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

BIY:

Associate General Counsel

[C4R THE RlE'PONDENTS

(Position)

IDate

Date

-5-



f EDERAL ELECTION COMMISSION
WASHINCTON. D C 2046-3

April 7, 1998

TWO WAY MEMORANDUM

()GC Docket

Rosa E. Swinton
Accounting Technician

SUBJECT: Account Determination for Funds Received

We recently received a check from Lawrence M. Laily, check number4940, dated April 3, 1998, for the amount of, $20,000.00. A copy of thecheck and any correspondence is being forwarded. Please indicate below whicha account the funds should be deposited and give the MUR/Case number andname associated with the deposit.

Rosa E. Swinton
Accounting Technician Leslie D. Brown

Disbursing Technician
OGC Docket

SUBJECT: Disposition of Funds Received

In reference to the abo e check in the amount of $A,6000. ,theCase number is 4 I'/3 - and in the name of -& r
account indicated below: -. Place this deposit in the

V Budget Clearing Account ()GC), 95F3875.16

Civil Penalties Account, 95- 1099.160

Other:

)~7) ~-~--~ Date I -.S

4PH b

b

( .~

(i)

~4I

-. 

/id

TO:

FROM:

TO:

FROM:

rt r €



LAWRENCE M. LALLY
REAL PROPERTY ACCOUNT
;, ) (UNTRY ROAD

tIN I NY 11501

DATE .- /VL ..

PAY ~&~r
TO THE 

______.__

ORDER OF

dMwole96t

I

4940

'- '/ ,

I S26.#lo~e

DOLLARS "

/



FEDERAL ELECTION COMMISSION
WASHINCTON DC 261
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FEDERAL ELECTION COMMISSION
WAS4St4TO4, WC. *U

8e~bw aa ~PS

TWmVTmmORW
TO:

FROM:

OOC ̂Dck

Rosa E. Swinton
Accounting Technician

SUBJECT: Account Deterum foa r PtmbiAdu vhd

We et~rceh a l a check r om

i:tbelow which a Co m =*niIn) h MUR/ Case number and nam -cA so lh

p~) 10:

OOC Doke

Dispos~Uui -

1
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Date: #_ /,a_____j

Press

THE ATTACHED MATERIAL IS BEING ADDED TO CLOSED PUR ___ --
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November 19, 1998

Mr. Lawrence Nobel, Chairman
Federal Election Commission
Washington, D.C. 20463

Re: MUR 4128 & MUR 4362
Lally for Congress, et al

Dear Mr. Nobel:

On September 18, 1998 a bank check in the sum of Two Hundred
Sixty Thousand ($260,000.00) Dollars was forwarded to your office
in full settlement and satisfaction of the above referenced matter.

To date, I have not received a general release from your
agency in accordance with the cover letter which accompanied the
check. A copy of that letter is enclosed.

Your attention to this matter will be appreciaied.

Very ,truly yours,
//

LAV '2 M. LALLY
I

LNL/gf
enc:

- ~



LALLY AND LALLY
ATT ORNEYS AT LAW

THE NASSAI BUIlDIN;

20 OLD COUNTRY ROAD

MINEOLA NEW YORK l15o

(510) 741-2680 FACSIMILF NM[iWk

(510t 742- A5:

September 14, 1998

Federal Election Commission
Washington, D.C. 20463

Re: MUR 4128 & MUR 4362
Lally for Congress, et al

Gentlemen:

Enclosed you will find a check in the sum of Two Hundred SixtyThousand ($260,000.00) Dollars, representing the second and finalinstallment in the settlement of the above referenced matter

Please forward a general release to the undersigned releasingall parties named in the above review.
Very tr/y yours,

LA4/ M. LALLY

14L/g f
cc: Benjamin Ginsburg, Esq.



\ FEDERAL ELECTION COMMISSION
Washington, DC 20463

VIA FAX AND FIRST CLASS MAIL
November 24 , 1998

lenjamin L. Ginsberg, Esq.

)onald P. McGahn, 11

Patton Boggs, L.L.P.

2550 M Street, N.W.

Washington, D.C. 20037-1350

RE: MURs 4128 and 4362

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

Dear Mr. Ginsberg and McGahn:

As you know, this Office received the $260,000 payment from your clients on September

22, 1998. Since that time, we have had several discussions with your office regarding the

amendments necessary for Lally for Congress's disclosure reports to comply with the terms of

the conciliation agreement. On November 18, 1998, your clients submitted further amendments

to their disclosure reports. Accordingly, this is to inform you that your clients have now

complied with the terms of the conciliation agreement in settlement of these matters.

Should you have any questions, please feel free to contat me at (202) 694-1650.

Sincerely,

A/Xatoey < .'McDonnell
Attorney


