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REPORTS ANALYSIS REFERRAL
TO
OFFICE OF GENERAL COUNSEL
DATE 3 JAN 17 1986
ANALYST: Todd Schumacher

Max Sandlin for Congress Committee

(C00308429)

Max A. Sandlin, Treasurer

P.0. Box 1281

Marshall, TX 75670

RELEVANT STATUTES: 2 U.S.C. §434(a) (6)
11 CFR §104.5(f)

BACKGROUND :
Failure to file Forty-Eight Hour Notifications

Max Sandlin for Congress Committee ("the Committee") has
failed to file two (2) 48-Hour Notifications for candidate

loans totalling $112,576.16 prior to the 1996 Primary
Election.

The candidate was involved in the 1996 Primary Election
held on March 12, 1996. Prior Notice was sent to the
Committee on Pebruary 2, 1996 (Attachment 2). The Notice
includes a section titled "48 Hour Notic.:s on Contributions".
This section reads "Notices are required if the committee
receives contributions (including contributions and loans
from the candidate’s personal funds; and endorsements or
guarantees of bank 1loans) of §1,000 or more, during the
period of February 22 through March 9. The notices must
reach the appropriate federal and state filing offices within
48 hours of the committee’s receipt of the contribution(s)."

Schedules A, C and C-1 of the 1996 12 Day Pre-Runoff
Report indicate that the Committee failed to file two (2)
48-hour Notices for bank loans guaranteed by the candidate
received during the aforementioned period (Attachment 3).
The following are the loans for which 48-Hour Notices were
not filed:

Contributor Name Date Amount
Max Sandlin 371796 $42,576.16
(guarantor of loan from

East Texas National Bank)
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Contributor Name Date Amount
Max Sandlin 374796 $70,000.00
(guarantor of loan from

East Texas National Bank)

On March 14, 1996, Cindy McGeorge, a Committee
representative, called a Reports Analysis Division analyst to
inform the Commission that she had become aware of a loan
received by the Committee during the aforementioned time
period for which a 48-Hour Notification had not been filed
(Attachment 4). The analyst informed Ms. McGeorge that she
should state the facts to the Commission in writing.

On March 25, 1996, the Commission received a letter from
the Committee, which states that the committee did not file a
48-Hour Notification for a $70,000 loan received during the
period for which 48-Hour Notifications were required
(Attachment 5). The letter does not address the failure to
file a 48-Hour Notification for the $42,576.16 loan.

On April 19, 1996, an Informational Notice was sent to
the Committee (Attachment 6). The letter notes that the
Committee may have failed to file one or more of the required
48-Hour Notices for "last minute" contributions of $1,000 or
more. The notice requests the Committee to review their
procedures for checking contributions received during the

aforementioned time period. In addition, the notice states
that although the Ccumission may +take legal steps, any
response would be taken into consideration.

To date, the Committee has not addressed the failure to
file a 48-Hour Notification for the $42,576.16 loan.
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CANDIDATE /COMMRITTEE /DOCUMENT

SANDLIN, MAX A JR

OFFICE SOUGHT/

RECEIPTS

PARTY  PRIMARY GENERAL

DISBURSEMENTS
PRIMARY

GENERAL COVERAGE DATES

DATE 14JUN9S

" or
PAGES

MICROFILM
LOCATION

HOUSE 01 DEMOCRATIC PARTY

1. STATEMENT OF CANDIDATE
1995 STATEMENT OF CANDIDATE
2. PRINCIPAL CAMPAIGN COMMITTEE

MAX SANDLIN FOR COMGRESS COMMITTEE
1995 STATEMENT OF ORGANIZATION

YEAR-

EEEEEEEERE

RISCELLANEOUS REPORT

EEEEEEEEE

END
- AMENDMENY
— AMENDNENT
FOR ADDITIONAL INFORMATION
CONTRIBUTION NOTICE
CONTRIBUTION NOTICE
CONTRIBUTION MOTICE
COMTRIBUTION MOTICE
? CONTRIBUTION NOTICE
CONTRIBUTION MOTICE
CONTRIBUTION MOTICE
CONTRIBUTION NOTICE
CONTRIBUTION NOTICE
TO FEC
NOTICE
NOTICE
MOTICE
NOTICE

CONTRIBUTION
CONTRIBUTIOM
CONTRIBUT IOM
CONTRIBUT ION
CONTRIBUTION WOTICE
CONTRIBUTION MOTICE
CONTRIBUTION NOTICE
CONTRIBUTION MOTICE
CONTRIBUTION MNOTICE

PRE-PRIMARY

PRE-PRIMARY
PRE-PRIMARY

PRE-RUN-OFF

1187

LETTER INFORMATIONAL NOTICE

APRIL QUARTERLY

TOTAL

3. AUTHORIZED

COMMITTEES

357,450

306,025
306,025

241,33
279,850
904, 806 279,850

4. JOINT FUNDRAISING CONMITTEES AUTHORIZED BY THE CAMPAIGN

Ending

reports have been reviewed.

cash-on-hand as of 3/31/96:

1996 ELECTION

1NOVDS

108 H6TXO1162

9SHSE /584 /0345

1D #CO0308429 HOUSE

1480V95
1JUL9S
1JUL95
1JUL9S
1JULYS
2B8FEB96
GMARSS
GMARSS
BMARSS

-31DEC9S
-31DEC95
-31DEC95
-31DEC95

11MAR96
11RARDS
11MARDS
12MARSS
1IRARSS

26MAR96
ZTRARSS
2BRARPS
2HMARDS

2APRSS

LAPRIG

LAPROS

1JANPS -21FEB6
1JANS6 -21FEB6
1JAND6 -21FEBS6
22FEBDS —20MARS6
22FER96 -20MAR96

170,377 21MARP6 -31MARDS

170,377

$129,573.24

and obligations owed to the committee as of 3/31/96:

ebts and obligations owed by the committee as of 3/31/96:

95HSE /584 /1674
PEHSE/589/0367
SBHSE /594/1020
PEHSE /5942500
Q6FEC/029/4843
P6MSE /594 /1528
QOHSE /594/5180
S6HSE /595/0116
SGHSE /595 /1737
POHSE /595 /2420
P6HSE /595 /2783
PGHSE /595 /3162
GGHSE /595 /3165
PEHSE /595 /2879
PEHSE /5964489
D6HSE /5964157
P6HSE /596 /4878
OGHSE /5965173
Q6HSE/597 /0120
GGHSE /597 /0645
%21 5E /597 /0767
Y6HSE/597 /1378
FEHSE /597 /1656
FEHSE /597 /1847
Q6HSE /594 /1479
PEHSE /594 /1769
96HSE /596,501
29 9GHSE/596/5422
2 96FEC/046/2864
23 96HSE /602 /4635

1
30
6
7
3
4
3
3
3
3
3
3
3
5
3
3
3
3
3
3
3
3
3
3
34
37
4

234 TOTAL PAGES
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PRIMARY ELECTION

REPORT NOTICE

FEDERAL ELECTION COMMISSION

TEXAS February 2, 1996
Congresgional Committees

FOR COMMITTEES INVOLVED ONLY IN THE PRIMARY (03‘12/96)

MAILING PILING
REPORT REPORTING PERIOD* DATE®* DATE
Pre-Primary 01,01/96 - 02/21/56 02/26/96%6 02/729/56
--~-48 Hour Notices----
April Quarterly 02/22/96 - 03/31/96 04/15/96 04/15/96

WHO KUST FILE
Principal campaign committees of congressional candidates (including

unopposed candidates) who seek nomination in the primary must file
the above reports and notices. If the campaign has more than one
authorised committee(s), in addition to the principal campaign
committee, the principal campaign committee must also file a
consolidated report on Form 32.

WHERE TO PFILE
Due to recent lecislative changes, U.S. House candidates should file

with the Pederal Election Commission, rather than with the Clerk of
the House of Representatives. Senate candidates should continue to
file with the 50cretat¥ of the Senate. Committees should consult the
back of Forms 3 and 6 fnr both addresses.

48 BOUR NOTICES ON CONTRIBUTIONS

Notices are required if the committee receives contributions
(including contributions and loans from the candidate’s rsonal
funds; and endorsements or gquarantees of bank loans) of $1,000 or
more, during the period of February 22 through March 9. The notices
must reach the appropriate federal and state filing offices within 48
hours of the committee’s receipt of the contribution(s).

“These dates indicate the beginning and the end of the reporting
period. A reporting period always begins the day after the closing
date of the last report filed. 1If the committee is new and has not
previously filed a report, the first report must cover all activity
that occurred before the committee registered and, if applicable,
before the individual became a candidate.

»*Reports sent registered or certified mail must be postmarked by the
mailing date; otherwise, they must be received by the filing date.

FOR INFORMATION, CALL: 800,/424-9530 or 202/219-3420
SEE OPPOSITE SIDE FOR RUNOFF INFORMATION
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TEXAS
RUNOFF

FOR COMMITTEES INVOLVED IN BOTH THE PRIMARY (03/12/9&) AND RUNOPPF

(04,/09/96) .
REG. /CERT.
MAILING PILING
REPORT REPORTING PERIOD* DATE** DATE
Pre-Primary 01/01/96 - 02/21/9¢ 02/26/96 02/29/5%
-~--48 Hour Notices----
Pre-Runoff 02/22/96 - 03/20/96 03/25/96 03/28/96
----48 Hour Notices-~-—--
April Quarterly 03,/21/96 - 03/30/96 04/15/96 04/15/96

48 HOUR NOTICES ON CONTRIBUTIONS

Notices are required if the committee receives contributions
(including contributions and loans from the candidate’s rsonal
funds; and endorsements or guarantees of bank loans) of $1,000 or
more, during the period:

Primary: 02/22 - 03/09
Runoff: 03/21 - 04,06

The notices must reach the appropriate federal and state filing
offices within 48 hours of the committee’s receipt of the
contribution(s).

LABEL
Committees should affix the peel-off label from the envelope to Line 1
of the report. Corrections should be made on the label.

COMPLIANCE

Treasurers of political committees are responsible for filing all
reports on time., Failure to do so is subject to enforcement action.
Committees filing illegible reports or using non-FEC forms (except for
FEC approved computer generated forms) will be required to refile.

*These dates indicate the beginning and the end of the reporting
period. A reporting period always begins the day after the closing
date of the last report filed. If the committee is new and has not
previously filed a report, the first report must cover all activity
that occurred before the committee registered and, if applicable,
before the individual became a candidate.

**Reports sent registered or certified mail must be postmarked by the
mailing date; otherwise, they must be received by the filing date.

FOR INFORMATION, CALL: 800/424-9530 or 202/219-3420
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SCHEDULE C-1 ‘WP/- Attachment # 3
Federsa! Election Commission foundc Page y of §
Washington, D.C. 20483

LOANS AND LINES OF CREDIT FROM LENDING INSTTTu v vwive

NAME OF COMMITTEE (IN FULL) FEC IDENTIFICATION NUMBER

C OO 242

PULL NAME. MAILING ADDRESS AND AMOUNT OF LOAN INTEREST

Cost Texs Nechoral RATE (AbR)

D.0. Pk S0E 1257006 1S5

DATE DUE

morshedl, TXC 7SE10 3 19 b 3¢

Has loan been restructured? DNo MYes i yes, date originally incurrerJ: lZ-'-(?

| A\
B. if line of credit, amount of thug draw: J_\f_g___;mwmmum:

C. Are other parties secondarity liable for the debt incurred?
¥no [Oves (Endorsers and guarantors must be reported on Schedule C.)

D. Are any of the following pledged as collateral for the loan: real estate, personal property, goods, negotiabie instruments,
certificates of deposit, chattel papers, stocks, accounts receivable, cash on deposit, or other similar traditional collateral?

AnNo  [Jyes it yes, specity. Luneceaaed

What is the value of this collateral? __ N JA

Does the lender have a perfected security interest in it? E No D Yes

E. Are any future contributions or future receipts of interest income, pledged as collateral tor the loan?

ANo  [lves tiyes. specity. What is the estimated value?

A depository account must be established pursuant to 11 CFR 100.7(b)(11)(i)(B) and 100.8(b)(12)(i)(B). Date account

established: _L\sr\—\— Location of account:

F. if neither of the types of collateral described above was pieaged for this loan, or if the amount piedged does not equal or
exceed the loan amount, state the basis upon which this loan was made and the basis on which it assures repayment.

Sypcdige loan

G COMMITTEE TREASURER

2" AN {
rveED NamE | | O K S(Uﬂdl\ﬂ SIGNATURE &

H. Attach a signed < py of the loan agreement.

I. TO BE SIGNED BY THE LENDING INSTITUTION:

I. To the best of this institution's knowiedge, the terms of the loan and other information regarding the extension of
the loan are accurate as stated above.

il. The loan was made on terms and conditions (including interest rate) no more favorable at the time than those
imposed for similar extensions of credit to other borrowers of comparable credit worthiness.

lil.  This institution is aware of the requirement that a loan must be made on a basis which assures repayment, and has
complied with the requirements set forth at 11 CFR 100.7(b)(11) and 100.8(b)(12) in making this loan.

TSR ) ] [Weocont~CO  |paa

12/91
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found ¢

Federal Election Commission Page § of S
Washington, D.C. 20483
LOANS AND LINES OF CREDIT FROM LENDING INSTTT_ .._.._

VMOFME(NFULL) FEC IDENTIICATION NUMBER

(\X Sm‘dhr\{\r (vopes C.O030R 29

FULL NAME. MALING ADDRESS AND Z1P COOE OF (LENDE AMOUNT OF LOAN
gost Fexas Noterad Bank 110,000 .00
P.O. Bc X KOI9 [DATE INCURRED OR ESTABLISHED

Marshed!, TX 7Se70 219,

. Has loan been restructured? m No [JYes I yes, date originally incurred:

B. If line of credit, amount of this draw: 1IOIL . total outstanding balance:

C. Are other parties secondarily hable for the debt incurred?
m No [[]Yes (Endorsers and guarantors must be reported on Schedule C.)

D. Are any of the following pledged as collateral for the loan: real estate, personal property, goods, negotiable instruments,

certificates of deposit, chattel papers, stocks, accounts receivable, cash on deposit, or other similar traditional collateral? _

Ono mYes if yes. spec'fyaL o ofF Howel in'sS A2 om
MOX < hn.

What is the value of this collateral? 5. mutlion delkars

Does the lender have a perfected security interest in it? D No le Yes

E. Are any future contributions or future receipts of interest income, pledged as collateral for the loan?

[$ No [JYes H yes. specity What is the estimated value?

A depository account must be established pursuant to 11 CFR 100.7(b)(11Xi}{B) and 100.8(b){(12)(i}B). Date account

established: 1 \C 11X Location of account:

F. Hf neither of the types of collateral described above was pledged for this loan. or if the amount pledged does not equal or
exceed the loan amount. state the basis upon winch this loan was made and the basis on which it assures repayment.

Nl A g ]
G COMMITTEE TREASURER : DATE
2T ],
TYPED NAME ;\'Y\)( SCkr\d I! N scmnng/]_ A j’/\\ - 2-271-16
U

H. Attach a signed copy of the loan agreement.

7
|. TO BE SIGNED BY THE LENDING INSTITUTION:

. To the best of this institution’s knowledge, the terms of the loan and other information regarding the extension of
the loan are accurate as stated above.

Il. The loan was made on terms and conditions (including interest rate) no more favorable at the time than those
imposed for similar xtensions of credit to other borrowers of comparable credit worthiness.

vt This institution is aware of the requirement that a ioan must be made on a basis which assures repayment, and has
complied with the requirements set forth at 11 CFR 100.7(bV* 1) and 100.8(b)(12) in making this loan.

Qub\/grﬂﬁ r A(?A M)D(ét)}da’)‘} +CC0 3-37Uio

400148 12/91
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Attachment # 4
Page 1 of 1

March 14, 1996
TELECON
NAME OF COMMITTEE: Max Sandlin for Congress Committee
SUBJECT: Failure to File 48-Hour Notification
FEC REP: Todd Schumacher

COMMITTEE REP: Cindy McGeorge

Ms. McGeorge called and said that she had just realized
that the committee had failed to file a 48-Hour Notification for a
$70,000 loan that the candidate had taken out on March 4, 1996. I
told her to send the Commission a letter detailing the
circumstances under which the loan was incurred and to provide an
explanation as to why the 48-hour Notification was not filed. She
asked if the committee was going to be fined. I told her it was
possible.
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25 Iinmsg

Tedd Schumacher
Pederal Elections Comminsios
999 E. Swest NW

Waslingtea, DC 20463

Dear Mr. Schamacher;

| am writing t» you reganding ewr earticr cosversstioa concernrg 48 howr
ceatribution limite prier to e Manh grimery clection. As [ stated omlier, & losm from
the condidete, Mex Sunliin, en Masdch 4, 2996 for $70.900.00 was nst reported duming
ths 48 how ccafribetion pasied. A you kudw, | afiicd you mediately wpoa

Coromedng oy sree. Tor astalidan wadc toe loar by ivplens mad by foo meciine

P
A 474

Som - ~empaign vall. Thelas ® Mz Sapillin, and ke o the cunpaign.
¥ CTRITTL D DR SR ws choalang. Cssfrag o e iwvesire
o corrT el yevensd fagy ary failee ® feport whem | wes paying

olY this nots with Ge from ¢ inrvermant sessunt todey. As you pescrds

rellect, ] did report aff ether eontribadions wnder this ralr meticuiewmdy
Undesstonding Gt this i ¢ viskution | venli ok et @ Comnision eonslder

O s hllowing:
1 was out of G offie: Gt day wilh oy sin-bath ol danghasr who bed
© have an unsnpected suxpmy;
Thet M. Sandiin 5 o flast tine condiduts and 1 @ Gont tnne supester,
That Mr. Sendiin bad stade svvand asher grevisusly sepettd loans t~ the
campaign Grough Gansactions vl he uass bank, East Texss Natloral Zank of
Marshall

That theve was ne intant o hide this Sunsection or s+ 01d reporting.
That this was the candidate ‘s Own money,
That as soos as | discovered my ervor, | calied you %o report
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l@mmuwsmuwum-a
diligeat elesupls to eomply. 1 hope you mnd the Commission will take alt of these
clrcamstences a0 considesstien when you consider cyy eror
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FEDERAL ELECTION COMMISSION

WASHINCTON D C 20463

Max A. Sandlin, Treasurer Ar o I
Max Sandlin for Congress Committee SEES
P.O. Box 1281

Marshall, TX 75670

Identification Number: C00308429

Reference: 12 Day Pre-Runoff Report (2/22/96-3/2C/96)
Dear Mr. Sandlin:

This letter is prompted by the Commission’s preliminary
review of the repc:-t(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Schedule A of your report indicates that your committee
may have failed to file one or more of the required 48
hour notices regarding "“last minute" contributions
received by your committee after the close of books for
the 12 Day Pre-Primary report. A principal campaign
committee must notify the Commissior, in writing, within
48 hours of any contribution of $1,000 or more received
between two and twenty days before an election. These
contributions are then reported on the next report
required to be filed by the committee. To ensure that
the Commission is notified of last minute contributions
of $1,000 or more to your campaign, it is recommended
that you review your  procedures for checking
contribiutions received during the aforementioned time
period. Although the Commission may take legal action,
any response you wish to provide concerning this matter
will be considered. (11 CFR §104.5/¢€))

Any amendment or clarification s=ihould be filed with the
Federal Election Commission. If you need assistance, please feel
free to contact me on our toll-free number, (800) 424-9530. My
local number is (202) 219-3580.

Sincerely,

Todd Schumacher
Senior Reports Analyst
Reports Analysis Division
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FEDERAL ELECTYON COMMISSION
999 E Heet, N.W.
Washicg'on, D.C. 20463
FIRST GENERAJL COUNSEL'S REPORT
RAD REFERRAL: 96L-04
DATE ACTIVATED: JULY 19, 1996

STAFF MEMBER: Clinett Short
Tony Buckley
SOURCE: INTERNALLY GENERATED

RESPONDENTS: Max Sandlin for Congress Committee and
Max Sandlin, as Treasurer

RELEVANT STATUTE: 2U.S.C. § 434(a)(6XA)

L GENERATION OF MATTER
The Office of the General Counsel received a referral from the Reports Analysis Division

("RAD") on July 19, 1996. Attachment 1. The basis for the attached referral is the failure of the

Max Sandiin for Congress Committee and Max Sandlin, as treasurer, to file two forty-eight hour

notifications ("48 Hour Notices™) for candidate loan contributions totaling $112,576.16. The
candidate, Max Sandlin, received forty-two percent (42%) of the vote in the Primary Election,
and subsequently won the 1996 Runoff Election in the first Congressional District in the State of
Texas with fifty-six percent (56%) of the vote.

I. FACTUAL AND LEGAL ANALYSIS
Based on the Factual and Legal Analysis, see Attachment 2, this Office recommends the

Commission find reason to believe the Respondents violated 2 U.S.C. § 434(a)}(6)(A).




Oi. DISCUSSION OF CONCILIATION AND CIVIL PENALTY

In addition to the reason to believe recommendation, this Office recommends that the

Commission offer to enter into conciliation with the Respondents prior to a finding of probable

Attached for the Commission's approval is a proposed conciliation agreement

RECOMMENDATIONS

Open a MUR.

Find reason to believe that Max Sandlin for Congress Committee and Max
Sandlin, as Treasurer violated 2 U.S.C. § 434(a)6)XA), and enter into
conciliation prior to a finding of probable cause to believe.




&% e®

Approve the attached Factual and Legal Analysis, proposed conciliation
agreement, and the appropriate letter.

Lawrence M. Noble
General Counsel

/;b/lj [9¢ BY: ¥ﬁ/('7’1&-/
4 Lois G. Lefner

Associate General Counsel

Date

Attachments:
1. Factual and Legal Analysis
2. Proposed Conciliation Agreement




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Max Sandlin for Congress Committee RAD Referral
and Max Sandlin, as Treasurer. #961-04 frﬂjﬁi qf}/f

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on December 10, 1996, the
Commission decided by a vote of 4-0 to take the following
actions in RAD Referral #96L-04:

i Open a MUR.

2. Find reason to believe that Max Sandlin for
Congress Committee and Nax Sandlin, as
Treasurer violated 2 U.S.C. § 434 (a) (6) (A),
and enter into conciliation prior to a
finding of probable cause to believe.

Approve the Pactual and Legal Analysis,
proposed conciliation agreement, and the
appropriate letter, as recommended in the
General Counsel's Report dated December 4,
1996.

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

cast a vote.

[2-11-9¢ ot

Date arjorie . Esmons
Secretary of the Commission

Receivad in the Secretariat: Wed., Dec. 04, 1996 4:41 p.m.
Circulated to the Commigsion: Thurs., Dec. 05, 1596 11:00 a.m.
Deadline for vote: Tues., Dec. 10, 1996 4:00 p.m.

bijr




FEDERAL ELECTION COMMISSION

WASHINCTON. DC 2048)

December 17, 1996

Max Sandlin for Congress Committee
P.O. Box 1281
Marshall, TX 75670

RE: MUR 4595
Dear Mr. Sandlin:

On December 11, 1996, the Federal Election Commission found that there is reason to
believe the Max Sandlin for Congress Committee ("Committee”) and you, as treasurer, violated
2 U.S.C. § 434(a)(6)(A), a provision of the Federal Election Campaign Act of 1971, as amended
("“the Act”). The Factual and Legal Analysis, which formed a basis for the Commission's
finding, is attached for your information.

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

In order to expedite the resolution of this matter, the Commission has also decided to
offer to enter into negotiations directed towards reaching a conciliation agreement in settlement
of this matter prior to a finding of probable cause to believe. Enclosed is a conciliation
agreement that the Commission has approved.

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

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

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.

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

For your information, we have attached a brief description of the Commission's

procedures for handling possible violations of the Act. If you have any questions, please contact
Clinett Short, the staff member assigned to this matter, at (202) 219-3690.

Sincerely,

o -

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form

Conciliation Agreement
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FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Max Sandlin for Congress Committee,
and Max Sandlin, as Treasurer

This matter was generated based on information ascertained by the Federal Election
Commission ("the Commission™) in the normal course of carrying out its supervisory
responsibilities. See 2 U.S.C. § 437g(a)X2).

The Federal Election Campaign Act of 1971, as amended ("the Act"), requires principal
campaign committees of candidates for federal office to notify in writing either the Secretary of
the Senate, the Clerk of the U.S. House of Representatives or the Commission, as appropriate,
and the Secretary of State, of each contribution totaling $1,000 or more, received by any
authorized committee of the candidate after the 20th dzy but more tiian 48 hours before any
election. 2 U.S.C. § 434(a)(6)(A). The Act further requires notification to be made within
48 hours afler the receipt of the contribution and to include the name of the candidate and office

sought, the date of receipt, the amount of the contribution, and the identification of the

contributor. ld. The notification of these contributions shall be in addition to all other reporting

requirements. 2 U.S.C. § 434(aX6XB).

According to 2 U.S.C. § 431(8XA)and 11 C.F.R. § 100.7(a)(1XB), a loan is a
contribution at the time it is made and is a contribution to the extent that it remains unpaid.
Furthermore, each guarantor or endorser of a loan shall be deemed to have contributed that
portion of the total amount of the loan for which the guarantor or endorser agreed 1o be liable
until the loan is repaid. 2 U.S.C. § 431(8XBXviiX1) and 11 C.F.R. § 100.7(aX1XiXC). When a

loan is first received, a political committee must disclose certain information regarding the terms




o® o®

of the loan on Schedule C-1 or C-P-1 with the next due report. 11 C.F.R. § 104.3(d)1)(i)~(v)."
When a loan is restructured to change the terms of repayment, the political committee must
submit a new Schedule C-1 or C-P-1 with the next due report. 11 C.F.R. § 104.3(d)X3). The
effect of Paragraph (d)X(3) is such that “each time a loan is restructured to change its terms, the
candidate or political committee must report it as a new loan.” Explanation and Justification,
Regulations on Loans from Lending Institutions to Candidates and Political Committees, 56 Fed.

Reg. 67123 (December 27, 1991). Nothing in the Commission’s regulations exempts

restructured loans from the reporting requirements of 2 U.S.C. § 434(a}6)XA).2

Similarly, the Commission has determined that, when a line of credit is opened, even if
the candidate or commuittee has yet to draw on it, it must be reperted on Schedule C. 11 C.F.R.
§ 104.3(d)X(1). The Commission has noted that requiring such notification “provides a more
accurate picture of the candidate’s financial status for the public record.” Explanation and
Justification, 56 Fed. Reg. 67123. This same consideration is especially relevant in the period
just before an election when a candidate has restructured a loan so as to change the terms of
repayment, when funds which may have been required for loan payments might then be diverted
for other purposes.

The Primary Election in the state of Texas was held on March 12, 1996. Pursuant to the
Act, the Respondents were required to notify the Commission, in writing, of all contributions of

$1,000 or more received from Febrary 22 to March 9, 1996, within 48 hours of their receipt. A

! Information to be reported includes, among other things, the date and amount of the loan; the interest rate and
repayment schedule; and the type and value of collateral, along with whether a security interest has been perfected.

? In restructuring (i.e. refinancing) a loan, the effect is that the outstanding balance is paid back and disbursed again.
Restructuring might also resuli in the committee obtaining additional funds, further justifying the 48-hour reporting
requirement.
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review of the Committee's 1996 12 Day Pre-Runoff Report identified one (1) contribution
received on March 3, 1996 of $1,000 or more in the form of a loan guarantee totaling $70,000,
The contribution was reported on Schedules A and C with the candidate, Max Sandlin, listed as
its sole guarantor. The Committee did not submit a 48-Hour Notice for this contribution.

Further review of the Committee's 1996 12 Day Pre-Runoff Report identified one (1)
contribution received on March 1, 1996 of $1.000 or more, in the form of the restructuring of a
loan in the amount of $42,576.16 to change the verms of repayment. The loan had originally
been obtained on December 1, 1995 in the amount of $50,000, and was due and payable in full
on March 1, 1996. The restructuring changed the terms of repayment by delaying the due date
until well after the Primary Election and by providing for a lower interest rate. The restructuring
of the loan allowed the Committee to delay payment of over $40,000 to the holder of the

promissory note, and thus use that money for other purposes, in the period just before the

Primary Election.’ The contribution was reported on Schedule C with the candidate, Max

Sandlin, listed as its sole guarantm.4 The Committee did not submit a 48-Hour Notice for this
contribution.

Therefore, there is reason to believe that the Max Sandlin for Congress Committee and
Max Sandlin, as treasurer violated 2 U.S.C. § 434(a)(6)(A) by failing to report two campaign
contributions of $1,000 or more, received after the 20th day, but more than 48 hours before the

primary election, within 48 hours of receipt of the contributions.

} The original loan bore an interest rate of 9.25 percent, with full payment due on March 1, 1996. The restructured
loan, in the amount of $42,576, bore an interest rate of 8.75 percent, with full payment due on June 3, 1996. This
same loan was subsequently restructured again to delay repayment until August 17, 1996.

¢ The Committee originally reported the restructured loan on Schedule A as well. In consultation with the Reports
Analysis Division, it subsequently amended its reports to eliminate the Schedule A report.
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Ms. Clinett Short =
Federal Eleotion Commigsion
999 E Street N.W.

Washington, D.C. 20463

Re: MUR 4995
Dear Ms. Short:

I am writing on bohalf of the Max Sendlin for Congress Committee and Max

N Sandlin, as Treasures, 10 request an extension of time in which to respond to the

Ex allegations conteined in MUR 4595. The Statement of Designation of Comnsel for
Respondents is enclosed.

- Although the letter notifying Congressman Sandlin of this matier is deted

Decembaer 17, 1996, the Committee did not receive it until January 7, 1997.
Congressman Sandlin is & sew Member of Congress and is currently occupied ia hiring
staff and organizing his office. Events sarroundiag the insuguration of the President of
the United States will consume mmch of next week. In addition, the congressman'’s
campaign siaff and campaign records remain in Texas. In order to gather the information
N~ necessary to respond flly to the allegations raised by the Commission, Respondents
respectfully request an extension of 20 days, wnatil Tuesday, February 11, 1997,

Thank you for your assistance in this matter. Please do not hositate t0 contact me
directly st 202/434-1639 if you require any further information.

Very truly yours,

Ellea L. Weintrsub

N

Q

Enclosure

[09901-9700/DAS?0150.044]

——

ANCHORAGE BELLEVUE HONG RONG LONDON LOS ANGELES PONTLAND BEATTLE SPOKANE TAIFEI WASHINGTON. D.C.
STRATRCIC ALLIANCE: RUSSELL & OuMOULIN, VANCOUVER, CANADA



Parkina Cofia

607 Fourtaenth Strest, WW

Washington, D.C. 20003-2011

TELEPEOWR s 202/628-6600

The sdove-named individusl is herohy designated as my
counsel and i» authocized to receive any notificasions and other
oommunications from the Commission and to act en ay behalf baefore
the Commission.

gretare |

Max Sandlin
Max Sandlin for Congrese

P.0. Box 128}

Marnhall, TK 75671

903/938-8822




FEDERAL ELECTION COMMISSION

WASHINCTON D C 20461

January 17, 1997

VIA FACSIMILE
FIRST CLASS MAIL

I-llen 1. Weintraub

Perkins Coie

607 Fourteenth Street, N W
s:aite 800

washington, D.C. 20005-2011

MUR 4595
Max Sandlin for Congress Committee
and Max Sandlin, as treasurer

Dear Ms. Weintraub:

This is in response to your letter dated January 15, 1997, requesting an extension until
February 11, 1997 to respond to the reason to believe finding. Afier considering the
circumstances presented in your letter, the Office of the General Counsel has granted the
requested extension. Accordingly, vour response 1s due by the close of business on February 11,
1997

If you have any questions, please contact me at (202) 219-3697.

Sincerely,

/) A~ s - .
! %/ o :
Clinett Short
Paralegal
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BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of

Max Sandlin for Congress Committee MUR 4595

and Anne Yappen, as treasurer , msr"'VE
F,_

GENERAL COUNSEL'S REPORT
BACKGROUND
On December 10, 1996, the Commission found reason to believe that Max Sandlin for
Congress Committee and Max Sandlin, as treasurer, violated 2 U.S.C. § 434(a}(6XA) by failing
to provide 48-Hour Notices for two candidate loan contributions totaling $112,576.16. At that

time. the Commission approved a conciliation agieement













Accordingly. this Office recommends that the Commission reject Respondents’
proposed conciliation agreement, and proceed to the next stage of the enforcement process.
1Iv. RECOMMENDATIONS

1. Reject the proposed conciliation agreement from Max Sandlin for Congress Committee
and Anne Yappen, as treasurer.

Proceed to the next stage of the enforcement process.
Approve the appropriate letter.

Lawrence M. Noble
General Counsel

ff//-?Bl/Q') : [;gg&é/—_"

Lemf
Associate General Counsel

Attachments
1. Revised proposed agreement
2. Submission by Respondents

Staft assigned: Tony Buckley




BEFORE THE PEDERAL ELECTION COMMISSION
In the Matter of
MUR 4595

)
)
Max Sandlin for Congress Committee )
and Anne Yappen, as treasurer )

CE FI ON

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on June 10,
1997, do hereby certify that the Commission decided by a
vote of 4-0 to reject the recommendations in the General
Counsel's May 23, 1997 report and instead take the
following actions in MUR 4595:

Accept the proposed conciliation agreement
from Max Sandlin for Congress Committee,
subject to amendment to change the name of

the treasurer.

Send an appropriate letter.

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

Attest:

Secfetary of the Commission




RECFE! N
FEDFPA[ ELECT ON
COMMISS|nY

BEFORE THE FEDERAL ELECTION COMMISSION SECRETARIAT
In the Matter of ‘h‘l J ” 21 M '97

Max Sandlin for Congress Committee MUR 4595
and Anne Yappen, as treasurer

SENSITIVE

GENERAL COUNSEL'S REPORT
BACKGROUND

Attached is a conciliation agreement which has been signed by Ellen Weintraub, counsel
for Max Sandlin for Congress Committee and Anne Yappen, as treasure:. Attachment 1.

The attached agreement contains no changes from the agreement approved by the
Commission on June 10, 1997. No check for the civil penalty has been received.
IL. RECOMMENDATIONS

1. Accept the attached conciliation agreement with Max Sandlin for Congress Committee
and Anne Yappen, as treasurer.

Approve the appropriate letter.

Close the file.

Lawrence M. Noble
General Counsel

Date :)/5/"1 ] i1 i@'f’lﬂ—&—-—\

Lois G. Lerner
Associate General Counsel

Attachment
Conciliation Agreement

Staff Assigned: Tony Buckley




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Max Sandlin for Congress Committee
and Anne Yappen, as treasurer.

CERTIF N

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on July 14, 1997, the
Commission decided by a vote of 4-0 to take the following
actions in MUR 4595:

1. Accept the conciliation agreement with Max

Sandlin for Congress Committee and Anne
Yappen, as treasurer, as recommended in the
General Counsel's Report dated July 8, 1997.
Approve the appropriate letter, as
recommended in the General Counsel's Report
dated July 8, 1997.

3. Close the file.

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

cast a vote.

Attest:

1=l 19 .
Date / ‘Marjorie W. Emmons
Secréfary of the Commission

Received in the Secretariat: Wed., July 09, 1997 11:21 a.m.
Circulated to the Commission: Wed., July 09, 1997 4:00 p.m.
Deadline for vote: Mon., July 14, 1997 4:00 p.m,

bir




FEDERAL ELECTION COMMISSION

WASHINGTON. D € 20463
July 17, 1997

Ellen L. Weintraub, Esq.
Perkins Coie

607 Fourteenth Street, N.W.
Washington, D.C. 20005-2011

RE: MUR 4595
Max Sandlin for Congress Committee and
Anne Yappen, as treasurer

Dear Ms. Weintraub:

On July 14, 1997, the Federal Election Commission accepted the signed conciliation
agreement submitted on your clients’ behalf in settlement of violations of 2 U.S.C. § 434(a)(6XA),
a provision of the Federal Election Campaign Act of 1971, as amended. Accordingly, the file has
been closed in this matter.

The confidentiality previsions at 2 U.S.C. § 437g(a)(12) no longer apply and this matter is
now public. In addition, although the complete file must be placed on the public record within 30
days, this could occur at any time following certification of the Commission’s vote. If you wish to
submit any factual or legal materials to appear on the public record, please do so as soon as
possible. While the file may be placed on the public record before receiving your additional
materials, any permissible submissions will be added to the public record upon receipt.

Information derived in connection with any conciliation attempt will not become public
without the written consent of the respondent and the Commission. Sece 2 U.S.C. § 437g(a)4)XB).
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 first civil penalty payment is due within 30 days of the conciliation agreement's
effective date, and that subsequent payments are due in 30-day increments following the initial
payment. If you have any questions, please contact me at (202) 219-3690.

Sincerely,

o,
\\6
Tonnuckley

Attomey

Enclosure
Conciliation Agreement




BEFORE THE FEDERAL ELECTION COMMISSION
In the Marter of
Max Sandlin for Congress Committee MUR 4595
and Anne Yappen, as treasurer
CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission (“Commission”), pursuant
to information ascertained in the normal course of carrying out its supervisory responsibilities.
This matter was also initiated, in part, pursuant to information voluntarily brought forward by
Max Sandlin for Congress Committex and Max A. Sandlin, its then-treasurer. The Commission
found reason to believe that Max Sandlin for Congress Committee and its treasurer
(“Respondents™) violated 2 U.S.C. § 434(a)}(6XA).

NOW, THEREFORE, the Commission and the Respondents, having participated in
informal methods of conciliation, prior to a finding of probable cause to believe, do hereby agree
as follows:

I. The Commission has jurisdiction over the Respondents and the subject matter of this
proceeding, and this agreement has the effect of an agreement entered pursuant to 2 U.S.C.

§ 437g(a)4XAX1).

II. Respondents have had a reasonable opportunity to demonstrate that no action should

be taken in this matter.

III. Respondents enter voluntarily into this agreement with the Commission.




IV. The pertinent facts in this matter are as follows:

1. The Max Sandlin for Congress Committee is a political committee within the
meaning of 2 U.S.C. § 431(4), and is the authorized principal campaign committee for Max
Sandlin's 1996 congressional campaign.

2. Anne Yappen is the current treasurer of the Max Sandlin for Congress
Committee. Max A. Sandlin was the treasurer of the Max Sandlin for Congress Committee at
the time of the events in this matter.

3. The Federal Election Campaign Act of 1971, as amended (“the Act”), requires
principal cam jaign committees of candidates for federal office to notify in writing either the
Secretary of the Senate, the Clerk of the U.S. House of Representaiives or the Commission, as
appropriate, and the Secretary of State, of each contribution totaling $1,000 or more, received by
any authorized committee of the candidate after the 20th day but more than 48 hours b-:fore any
election. 2 U.S.C. § 434(a)}(6)(A). The Act further requires notification to be made within
48 hours after the receipt of the contribution and to include the name of the candidate and office
sought, the date of receipt, the amount of the contribution, and the identification of the
contributor. ]d. The notification of these contributions shall be in addition to all other reporting
requirements. 2 U.S.C. § 434(a)}6)B).

4. According to 2 U.S.C. § 431(8XA)and 11 C.F.R. § 100.7(a}1XB),aloan is a
contribution at the time it is made and is a contribution to the extent that it remains unpaid. Each
guarantor or endorser of a loan shall be deemed to have contributed that portion of the total
amount of the loan for which the guarantor or endorser agreed to be liable until the loan is repaid.

2U.S.C. §431(8)XBXviiXI)and 11 C.F.R. § 100.7(a) 1 Xi}(C). When a loan is first received, a




political committee must disclose certain information regarding the terms of the loan on
Schedule C-1 or C-P-1 with the next due report. 11 C F.R. § 104.3(dX1Xi)«(v). When a loan is
restructured to change the terms of repayment, the political committee must submit a new
Schedule C-1 or C-P-1 with the next due report. 11 C.F.R. § 104.3(dX3). The effect of
Paragraph (dX3) is such that “each time a loan is restructured to change its terms, the candidate
or political committee must report it as a new loan.” Explanation and Justification, Regulations
on Loans from Lending Institutions to Candidates and Political Committees, 56 Fed. Reg. 67123
(December 27, 1991). Nothing in the Commission’s regulations exempts restructured loans from
the reporting requirements of 2 U.S.C. § 434(a}6)A).

5. The Primary Election in the state of Texas was held on March 12, 1996.
Pursuant to the Act, the Respondents were required to notify the Commission, in writing, of all
contributions of $1.000 or more received from February 22 to March 9, 1996, within 48 hours of
their receipt.

6. On March 1, 1996, Respondents received a contribution of $1,000 or more, in
the form of the restructuring of a loan in the amount of $42.576.16 to change the terms of
repayment. The loan had originally been obtained on December 1. 1995 in the amount of
$50,000. and was due and payable in full on March 1, 1996. The restructuring changed the terms
of repayment by delaying the due date until after the Primary Election. The terms of the loan,
both before and after the restructuring, provided for interest at a variable rate of 1/2 percent
above the prime rate (which had declined 1/4 of a point at the time of the restructuring). The

contribution was reported on Schedules A, C and C-1 of the 1996 12-Day Pre-Runoff Report




with the candidate, Max Sandlin, listed as its sole guarantor. The Committee did not submit a
48-Hour Notice for this contribution.

7. On March 3, 1996, Respondents received a contribution of $1,000 or more in
the form of a loan guarantee totaling $70,000. The contribution was reported on Schedules A, C
and C-1 of the 1996 12-Day Pre-Runoff Report with the candidate, Max Sandlin, listed as its sole
guarantor. The Committee ¢id not submit a 48-Hour Notice for this contribution.

8. Respondents contend that neither of the violations were knowing and willful.
With respect to the failure to file a 48-Hour Notice for the $70,000 loan, Respondents contend
that their established procedure for filing such notices was disrupted due to a family emergency
involving the Committee’s bookkeeper.

V. Respondents failed to report campaign contributions of $1,0{\0 or more received after
the 20th day. but more than 48 hours before the primary election, within 48 hours of receipt of
the contributions, in violation of 2 U.S.C. § 434(a)6)XA).

V1. Respondents will pay a civil penalty to the Federal Election Commission in the
amount of Seven Thousand Dollars (§7,000), pursuant to 2 U.S.C. § 437g(aX5XA). One
thousand dollars ($1.000) shall be due no more than 30 days from the date this agreement
becomes effective. The balance shall be due in three installments of tvio thousand dollars
($2.000) each. These payments shall be due 60, 90. and 120 days, respectively, from the date
this agreement becomes effective.

VII. The Commission, on request of anynae filing a complaint under 2 U.S.C.

§ 437g(aX 1) 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.

1X. Respondents shall have no more than 30 days from the date this agreement becomes
effective to comply with and implement the requirements contained in this agreement and to so
notify the Commission.

X. This Conciliation Agreement constitutes the entire agreement between the parties on
the matters raised herein, and no other statement, promise, or agreement, either written or oral,
made by either party or by agents of either party, that is not contained in this written agreement

shall be enforceable.

FOR THE COMMISSION:

Lawrence M. Noble
General Counsel

BY: gqgﬂ-’v’"/ _7//1T/4'1

Lois G. Lenter Date
Associate General Counsel

FOR THE RESPONDENTS:

Fllin k. Jltstiand— 2/3/29
Ellen L. Weintraub Dage !
Counsel




FEDERAL ELECTION COMMISSION

WASHINCTON D C 20461

MSISTERDFMR# <598
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